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1. Chapter 1 - Foundations of
Small Business

Small Business in the U.S.
Economy
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Small Business Defined
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Innovation and Competitiveness
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Small Business and National Employment
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>KA BJMILVJBKQ� $ROFKD QEB I>PQ AB@>AB� QEBOB E>P ?BBK >

OBJ>OH>?IB FK@OB>PB FK QEB KRJ?BO LC PBIC
BJMIL VBA FKAFSFAR>IP�

&OLJ ���� QL ��� � � QEB KRJ?BO LC TLJBK TEL T BOB PBIC
BJMIL VBA

FK@OB>PBA ?V � �� MBO@BKQ� 4EB KRJ?BO LC !COF@>K !JBOF@>KP TEL

T BOB PBIC
BJMIL VBA FK@OB>PBA ?V ��� � MBO@BKQ CLO QEB P>JB QFJB

O>KDB� (LT BSBO� QEB JLPQ OBJ>OH>?IB KRJ?BO T>P >K FK@OB>PB LC

KB>OIV ��� MBO@BKQ CLO (FPM>KF@P� )Q FP @IB>O QE>Q PJ>II ?RPFKBPP E>P

?B@LJB >K FK@OB>PFKDIV >QQO>@QFSB LMQFLK CLO JFKLOFQV DOLRMP���

7 LJBK >KA ( FPM>KF@P >OB >IPL BJMILVBA ?V PJ>II ?RPFKBPPBP >Q >

EFDEBO�O>QB�QE>K�QEB�K>QFLK>I�>SBO>DB�

Key Takeaways

d 3J>II�?RPFKBPPBP�E>SB�>IT >VP�MI>VBA�>�HBV�OLIB�FK�QEB�53

B@LKLJ V�

d 3J>II�?RPFKBPPBP�>OB�OBPMLKPF?IB�CLO�JLOB�QE>K�E>IC�QEB

��� 7FIIF>J�*�$BKKFP�*O���" OR@B�$��0EFIIFMP��>KA�%AT >OA�3Q>OO�

b3J>II�" RPFKBPP�*L?�#OB>QFLK��4EB�&FKAFKDP�>KA�4EBFO

#OFQF@Pc��" RPFKBPP�%@LKLJF@P�����KL��������� 	��� �^ �� �

��� b3Q>QFPQF@P�LC�5�3��" RPFKBPPBP�c�53�#BKPRP�"ROB>R��!MOFI

�������� ��>@@BPPBA�/ @QL?BO����������T T T �@BKPRP�DLS�

B@LK�PRP?�

#E>MQBO���
�&LRKA>QFLKP�LC�3J>II�" RPFKBPPX�



BJMILVJBKQ�FK�QEB�5KFQBA�3Q>QBP�

d 3J>II�?RPFKBPPBP�E>SB�>�MOLJFKBKQ�OLIB�FK�FKKLS>QFLK�>KA

JFKLOFQV�BJMILVJBKQ�

Success and Failure in Small
Businesses

4EBOB >OB KL B>PV >KPTBOP QL NRBPQFLKP >?LRQ PR@@BPP >KA C>FIROB

FK > PJ>II ?RPFKBPP� 7EV� "B @>RPB QEB ABCFKFQFLK LC bPR@@BPPc >KA

bC>FIROBc�FP�PR?GB@QFSB��&LO�FKPQ>K@B��bPR@@BPPc�@LRIA�?B�

�� !K�>OQFP>K�TELPB�FKQOFKPF@�P>QFPC>@QFLK�@LJBP�COLJ�MBOCLOJFKD

QEB�?RPFKBPP�>@QFSFQV

�� 4EB�BKQOBMOBKBRO�TEL�PBBHP�DOLTQE

�� 4EB�LTKBO�TEL�PBBHP�FKABMBKABK@B���

Success

!PH QEB >SBO>DB MBOPLK TE>Q QEB MROMLPB LC > ?RPFKBPP FP LO ELT

��� +��*��3Q>KT LOQE�>KA�*��#ROO>K��b'O LTQE�>KA�QEB�3J>II

&FOJ��!K�!IQBOK>QFSB�6FBT �c�*LROK>I�LC�->K>DBJBKQ

3QRAFBP�����KL��������� 	����^ ����

�� X#E>MQBO���
�&LRKA>QFLKP�LC�3J>II�" RPFKBPP



EB LO PEB TLRIA ABCFKB > PR@@BPPCRI ?RPFKBPP� >KA QEB JLPQ IFHBIV

OBPMLKPB TLRIA ?B bLKB QE>Q J>HBP > MOLCFQ�c ! JLO B PLMEFPQF@>QBA

OBMIV JFDEQ BUQBKA QE>Q QL bLKB QE>Q J>HBP >K >@@BMQ>?IB MOLCFQ

KLT >KA FK QEB CRQROB�c !PH >KVLKB FK QEB CFK>K@B ABM>OQJBKQ LC

> MR?IF@IV EBIA CFOJ� >KA EFP LO EBO >KPTBO TLRIA ?B bLKB QE>Q

J>UFJFWBP PE>OBELIABO TB>IQE�c 4EB J>K>DBJBKQ DROR 0BQBO

$OR@HBO P>FA QE>Q CLO ?RPFKBPPBP QL PR@@BBA� QEBV KBBABA QL @OB>QB

@RPQLJBOP� TEFIB 7� %� $BJFKD� QEB NR>IFQV DROR� >ASL@>QBA QE>Q

?RPFKBPP PR@@BPP OBNRFOBA bABIFDEQFKDc @RPQLJBOP� .L LKB @>K

>ODRB� PMB@FCF@>IIV� TFQE >KV LC QEBPB ABCFKFQFLKP LC PJ>II ?RPFKBPP

PR@@BPP� ?RQ QEBV JFPP >K FJMLOQ>KQ BIBJBKQ LC QEB ABCFKFQFLK LC

PR@@BPP�CLO�QEB�PJ>II�?RPFKBPP�LTKBO�to be free and independent�

->K V MBLMIB E>SB PQRAFBA TEBQEBO QEBOB FP >KV PFDKFCF@>KQ

AFCCBOBK@B ?BQT BBK QEB PJ>II ?RPFKBPP LTKBO >KA QEB BKQOBMOBKBRO�

3LJB BKQOBMOBKBROP MI>@B JLOB BJME>PFP LK DOLTQE FK QEBFO

ABCFKFQFLK LC PR@@BPP��� ( LT BSBO� FQ FP @IB>O QE>Q BKQOBMOBKBROP >KA

PJ>II ?RPFKBPP LTKBOP ABCFKB JR@E LC QEBFO MBOPLK>I >KA QEBFO CFOJaP

PR@@BPP FK QEB @LKQBUQ LC MOLSFAFKD QEBJ TFQE FKABMBKABK@B� &LO

J>K V PJ>II ?RPFKBPP LTKBOP� ?BFKD FK @E>ODB LC QEBFO LTK IFCB FP QEB

MOFJB JLQFS>QLO� > bCBOSBKQIV DR>OABA PBKPB LC FKABMBKABK@B�c >KA

JLKB V FP PBBK >P > ?BKBCF@F>I ?V
MOLAR@Q��� /C QBKQFJBP� CFK>K@F>I

��� 7FIIF>J�$RKHBI?BOD�>KA�!��#��#LLMBO��b%KQOBMOBKBROF>I

4VMLILDFBP��!K�%JMFOF@>I�3QRAV�c�&OLKQFBOP�LC

%KQOBMOBKBROF>I�2BPB>O@E��BA��+��(��6 BPMBO��7BIIBPIBV�

-!��">?PLK�#LIIBDB��#BK QOB�CLO�%KQOBMOBKBROF>I�3QRAFBP�

����	��� ^ ���

��� b2BMLOQ�LK�QEB�#LJJFPPFLK�LO�%KNRFOV�LK�3J>II�&FOJP�c

"LIQLK�2BMLOQ��SLI�������,LKALK��(-3/ ��&B?OR>OV��� �� 	�

���^ ����0 >RI�" ROKP�>KA�#EOFPQLMEBO�$BTEROPQ��3J>II

" RPFKBPP�>KA�%KQOBMOBKBROPEFM���KA�BA���">PFKDPQLHB�

5+��->@JFII>K������ 	���� ��'O >E>J�"B >SBO��" RPFKBPP�

#E>MQBO���
�&LRKA>QFLKP�LC�3J>II�" RPFKBPPX��



MBOCLOJ>K@B FP PBBK >P >K FJMLOQ>KQ JB>PROB LC PR@@BPP� (LT BSBO�

PJ>II ?RPFKBPPBP >OB OBIR@Q>KQ QL OBMLOQ QEBFO CFK>K@F>I FKCLOJ>QFLK�

PL QEFP TFII >IT >VP ?B >K FJMBOCB@Q >KA FK@LJMIBQB JB>PROB LC

PR@@BPP���

Failure

7 EBK�AFP@RPPFKD�C>FIROB�O>QBP�FK�PJ>II�?RPFKBPP��QEBOB�FP�LKIV�LKB

>MMOLMOF>QB�TLOA� confusion ��4EBOB�>OB�TFIAIV�AFCCBOBKQ�S>IRBP��COLJ

���MBO@BKQ�QL���MBO@BKQ��TFQE�>�TFAB�O>KDB�LC�S>IRBP�FK�?BQT BBK���

/? SFLRPIV��QEBOB�FP�>�MOL?IBJ�TF QE�QEBPB�OBPRIQP��LO�PLJB�C>@QLO�FP

JFPPFKD��/KB�C>@QLO�QE>Q�TLRIA�BUMI>FK�QEFP�AFP@OBM>K@V�FP�QEB

AFCCBOBKQ�ABCFKFQFLKP�LC�QEB�QBOJfailur e��!�PB@LKA�C>@QLO�FP�QE>Q�LC

QFJBIFKB��7EBK�TFII�>�CFOJ�C>FI�>CQBO�FQ�PQ>OQP�LMBO>QFLK�

.=: I:GB failur e 86C =6K: H:K :G6A B:6C>C<H�
��

FP LCQBK JB>PROBA ?V

QEB @BPP>QFLK LC > CFOJaP LMBO>QFLK� ?RQ QEFP @>K ?B ?OLRDEQ >?LRQ ?V

PBSBO>I�QEFKDP�

%KQOBMOBKBROPEFM�>KA�%KQBOMOFPB�$BSBILMJBKQ

�%KDIBT LLA�#IFCCP��.*��0OBKQF@B�( >II����� �	�����

��� 4BOOV�,��"BPPBO��b#LJJRKF QV�)KSLISBJBKQ�>KA�QEB

0BO@BMQFLK�LC�3R@@BPP�!JLKD�3J>II�" RPFKBPP�/MBO>QLOP

FK�3J>II�4 LTKP�c�*LROK>I�LC�3J>II�" RPFKBPP�->K>DBJBKQ

� � ��KL�������� 	�����

��� 2LDBO�$F@HFKPLK��b"RPFKBPP�&>FIROB�2>QB�c�!JBOF@>K

*LROK>I�LC�3J>II�" RPFKBPP����KL���������	���� ^���

��� !��"��#L@EO>K��b3J>II�" RPFKBPP�&>FIROB�2>QBP��!�2BSFBT�L C

QEB�,FQBO>QROB�c�*LROK>I�LC�3J>II�" RPFKBPP�->K>DBJBKQ

�� ��KL����������	����^�� �

�� X#E>MQBO���
�&LRKA>QFLKP�LC�3J>II�" RPFKBPP



d !K�L TKBO�@>K�AFB�LO�PFJMIV�@ELLPB�QL�AFP@LKQFKRB�LMBO>QFLKP�

d 4EB�LTKBO�J>V�OB@LDKFWB�QE>Q�QEB�?RPFKBPP�FP�KLQ�DBKBO>QFKD

PRCCF@FBKQ�OBQROK�QL�T>OO>KQ�QEB�BCCLOQ�QE>Q�FP�?BFKD�MRQ�FKQL�FQ�

4EFP�FP�PLJBQFJBP�OBCBOOBA�QL�>P�QEB�C>FIROB�LC�LMMLOQRKFQV

@LPQ�

d !�CFOJ�QE>Q�FP�ILPFKD�JLKBV�J> V�?B�QBOJFK>QBA�QL�>SLFA�ILPPBP

QL�FQP�@OBAFQLOP�

d 4EBOB�@>K�?B�ILPPBP�QL�@OBAFQLOP�QE>Q�?OFKD�>?LRQ�@BPP>QFLKP�LC

QEB�CFOJaP�LMBO>QFLKP�

d 4EB�CFOJ�@>K�BUMBOFBK@B�?>KHORMQ@V��">KHORMQ@V�FP�MOL?>?IV

TE>Q�JLPQ�MBLMIB�QEFKH�LC�TEBK�QEBV�EB>O�QEB�QBOJbusiness

failur e��( LT BSBO��QEB�BSFABK@B�FKAF@>QBP�QE>Q�?>KHORMQ@FBP

@LKPQFQRQB�LKIV�>�JFKLO�OB>PLK�CLO�C>FIROB�

&>FIROB @>K QEBOBCLOB ?B QELRDEQ LC FK QBOJP LC > @>P@>AFKD PBOFBP LC

LRQ@LJBP �PBB b4VMBP LC "RPFKBPP &>FIROBPc	� 4EBOB >OB BSBK QFJBP

TEBK PJ>II ?RPFKBPP LTKBOP FKSLISBA FK > @ILPROB @LKPFABO QEB CFOJ

PR@@BPPCRI >Q FQP @ILPFKD��� 4EBK QEBOB FP QEB @LJMIF@>QFLK LC

@LKPFABOFKD QEB FKARPQOV LC QEB PJ>II ?RPFKBPP TEBK BU>JFKFKD

C>FIROB >KA ?>KHORMQ@V� 4EB O>QBP LC C>FIROB @>K S>OV @LKPFABO>?IV

>@OLPP AFCCBOBKQ FKARPQOFBP� FK QEB CLROQE NR>OQBO LC ���� � QEB C>FIROB

O>QBP�CLO�PBOSF@B�CFOJP�TBOB�E>IC�QE>Q�LC�QO>KPMLOQ>QFLK�CFOJP���

.NE:H�D;�� JH>C:HH� 6>AJG:H

��� $LK�" O>AIBV�>KA�#EOFP�#LT ABOV��b3J>II�" RPFKBPP��#>RPBP

LC�">KHORMQ@V�c�*RIV�����������>@ @BPPBA�/ @QL?BO���������

T T T �P?>BO�R@>�BAR�OBPB>O@E�>P?B�����=C>II ����MAC�

��� b%NRFC>U�3QRAV�3ELTP�QEB�5MP�>KA�$LTKP�LC�#LJJBO@F>I

#OBAFQ�4OBKAP�c�%NRFC>U��������>@@BPPBA�/ @QL?BO���������

T T T �BNRFC>U�@LJ �0 2�MACP�

#LJJBO @F>I&>@Q3EBBQ&.���� �MAC�

#E>MQBO���
�&LRKA>QFLKP�LC�3J>II�" RPFKBPPX��



4EB PB@LKA FPPRB >PPL@F>QBA TFQE PJ>II ?RPFKBPP C>FIROB FP >

@LKPFABO>QFLK LC QEB QFJB ELOFWLK� !D>FK� QEBOB >OB TFIAIV AFCCBOBKQ

SFBTMLFKQP� 4EB $>K 2FSBO 3J>II " RPFKBPP $BSBILMJBKQ #BKQBO

MOBPBKQBA A>Q> QE>Q FKAF@>QBA QE>Q �� MBO@BKQ LC PJ>II ?RPFKBPPBP

C>FI TFQEFK CFSB VB>OP��� $RK >KA "O>APQOBBQ OBMLOQBA QE>Q

@LJM>KFBP TFQE CBT BO QE>K QT BKQV BJMILVBBP E>SB LKIV > ��

MBO@BKQ @E>K@B LC PROSFSFKD CLRO VB>OP� ?RQ LKIV �� MBO@BKQ TFII

DL ?>KHORMQ��� 4EB 53 " ROB>R LC ,>?LO 3Q>QFPQF@P FKAF@>QBA QE>Q

�� MBO@BKQ LC KBT BPQ>?IFPEJBKQP PROSFSB CLO QT L VB>OP� >KA QE>Q

KRJ?BO AOLMP QL �� MBO@BKQ QT L VB>OP I>QBO��� )Q >MMB>OP QE>Q QEB

��� $LK�" O>AIBV�>KA�#EOFP�#LT ABOV��b3J>II�" RPFKBPP��#>RPBP

LC�">KHORMQ@V�c�*RIV�����������>@ @BPPBA�/ @QL?BO���������

T T T �P?>BO�R@>�BAR�OBPB>O@E�>P?B�����=C>II ����MAC�

��� $LK�" O>AIBV�>KA�#EOFP�#LT ABOV��b3J>II�" RPFKBPP��#>RPBP

LC�">KHORMQ@V�c�*RIV�����������>@ @BPPBA�/ @QL?BO���������

T T T �P?>BO�R@>�BAR�OBPB>O@E�>P?B�����=C>II ����MAC�

��� !KFQ>�#>JM?BII��b"RPFKBPP�&>FIROB�2>QBP�)P�( FDEBPQ�FK

&FOPQ�4TL�9B>OP�c�3J>II�" RPFKBPP�4OBKAP��*RIV���������

�� X#E>MQBO���
�&LRKA>QFLKP�LC�3J>II�" RPFKBPP



ILKDBO VLR PROSFSB� QEB EFDEBO QEB MOL?>?FIFQV LC VLRO @LKQFKRBA

BUFPQBK@B� 4EFP J>HBP PBKPB� ?RQ FQ FP KL DR>O>KQBB� !K V ?RPFKBPP @>K

C>FI�>CQBO�J>KV�VB>OP�LC�PR@@BPP�

Why Do Small Businesses Fail?

4EBOB FP KL JLOB MRWWIFKD LO ?BQQBO
PQRAFBA FPPRB FK QEB CFBIA LC

PJ>II ?RPFKBPP QE>K TE>Q @>RPBP QEBJ QL C>FI� 'FSBK QEB @OFQF@>I OLIB

LC PJ>II ?RPFKBPPBP FK QEB 53 B@LKLJ V� QEB B@LKLJF@ @LKPBNRBK@BP

LC C>FIROB @>K ?B PFDKFCF@>KQ� 9BQ QEBOB FP KL ABCFKFQFSB >KPTBO QL QEB

NRBPQFLK�

4EOBB ?OL>A @>QBDLOFBP LC @>RPBP LC C>FIROB E>SB ?BBK FABKQFCFBA�

J>K>DBOF>I FK>ABNR>@V� CFK>K@F>I FK>ABNR>@V� >KA BUQBOK>I C>@QLOP�

4EB CFOPQ @>RPB�B6C6<:G>6A >C69:FJ68N� FP QEB JLPQ COBNRBKQIV

JBK QFLKBA OB>PLK CLO CFOJ C>FIROB�� � 5KCLOQRK>QBIV� FQ FP >K >II


FK@IRPFSB BUMI>K>QFLK� JR@E IFHB BUMI>FKFKD QE>Q >II MI>KB @O>PEBP

>OB ARB QL MFILQ C>FIROB� /S BO QEFOQV VB>OP >DL� FQ T>P L?PBOSBA QE>Q

bTEFIB BSBOVLKB >DOBBP QE>Q ?>A J>K>DBJBKQ FP QEB MOFJB @>RPB

LC C>FIROB� KL LKB >DOBBP TE>Q `?>A J>K>DBJBKQa JB>KP KLO ELT

FQ @>K ?B OB@LDKFWBA BU@BMQ QE>Q QEB @LJM>KV E>P @LII>MPBA_QEBK

BSBOVLKB >DOBBP QE>Q ELT ?>AIV J>K>DBA FQ T>P�c� � 4EFP L?PBOS>QFLK

OBJ>FKP�QORB�QLA>V�

4EB PB@LKA JLPQ @LJJLK B UMI>K>QFLK @FQBP;>C6C8>6A >C69:FJ68N

>@@BPPBA�/ @QL?BO����������PJ>II ?FWQOBKAP�@LJ ����� �� � �

?RPFKBPP
C>FIROB
O>QBP
EFDEBPQ
FK�EQJI�

� �� 4��#��#>O?LKB��b4EB�#E>IIBKDBP�LC�3J>II�" RPFKBPP

->K>DBJBK Q�c�->K>DBJBK Q�7LOIA�� ��KL���������� 	�����

� �� *LEK�!ODBKQF��#LOMLO>QB�#LII>MPB��4EB�#>RPBP�>KA

3VJMQLJP��. BT�9 LOH��- @'O >T 
( FII���� �� 	�����

#E>MQBO���
�&LRKA>QFLKP�LC�3J>II�" RPFKBPPX��



LO > I>@H LC CFK>K@F>I PQOBKDQE FK > CFOJ� ! QEFOA PBQ LC BUMI>K>QFLKP

@BKQBO LK BKSFOLKJBK Q>I LO:MI:GC6A ;68IDGH� PR@E >P > PFDKFCF@>KQ

AB@IFKB�FK�QEB�B@LKLJ V�

"B@>RPB FQ FP FJMLOQ>KQ QE>Q PJ>II CFOJP PR@@BBA� KLQ C>FI� B>@E

C>@QLO TFII ?B AFP@RPPBA FK ABQ>FI� (LT BSBO� QEBPB C>@QLOP >OB KLQ

FKABMBKABKQ BIBJBKQP AFPQFK@Q COLJ B >@E LQEBO� ! AB @IFKFKD

B@LKLJ V TFII ABMOBPP > CFOJaP P>IBP� TEF@E KBD>QFSBIV >CCB@QP > CFOJaP

@>PE CILT � !K L TKBO TEL I>@HP QEB HKLT IBADB >KA BUMBOFBK@B QL

J>K>DB�QEFP�@>PE�CILT�MOL?IBJ�TFII�PBB�EFP�LO�EBO�CFOJ�C>FI�

->K>DBOF>I FK>ABNR>@V FP DBKBO>IIV MBO@BFSBA >P QEB J>GLO @>RPB

LC PJ>II ?RPFKBPP C>FIROB� 5KCLOQRK>QBIV� QEFP QBOJ BK@LJM>PPBP >

SBOV ?OL>A PBQ LC FPPRBP� )Q E>P ?BBK BPQFJ>QBA QE>Q QT L
QEFOAP LC

PJ>II ?RPFKBPP C>FIROBP >OB ARB QL QEB FK@LJMBQBK@B LC QEB LTKBO


J>K>DBO��� 4EB FABKQFCFBA MOL?IBJP @LSBO ?BE>SFLO>I FPPRBP� > I>@H

LC ?RPFKBPP PHFIIP� > I>@H LC PMB@FCF@ QB@EKF@>I PHFIIP� >KA J>OHBQFKD

J VLMF>� 3MB@FCVFKD BSBOV IFJFQ>QFLK LC QEBPB LTKBOP TLRIA ?B

MOLEF?FQFSB� ( LT BSBO� PLJB IFJFQ>QFLKP >OB JBKQFLKBA TFQE

OBJ>OH>?IB @LKPFPQBK@V� ( >SFKD MLLO @LJJRKF@>QFLK PHFIIP� TFQE

BJMILVBBP >KA�LO @RPQLJBOP� >MMB>OP QL ?B > J>OHBO CLO C>FIROB���

4EB FK>?FIFQV QL IFPQBK QL @OFQF@FPJ LO AFSBODBKQ SFBTP FP > J>OHBO CLO

C>FIROB��>P�FP�QEB�FK>?FIFQV�QL�?B�CIBUF?IB�FK�LKBaP�QEFKHFKD���

!PH J>K V PJ>II ?RPFKBPP LTKBOP TEBOB QEBFO PQO>QBDF@ MI>KP BUFPQ�

>KA QEBV J> V MLFKQ QL QEBFO CLOBEB>AP� 4EB C>FIROB QL @LKAR@Q CLOJ>I

MI>KKFKD J>V ?B QEB JLPQ COBNRBKQIV JBKQFLKBA FQBJ TFQE OBPMB@Q

QL PJ>II ?RPFKBPP C>FIROB� 'FSBK QEB OBI>QFSB I>@H LC OBPLRO@BP� FQ FP

KLQ PROMOFPFKD QE>Q PJ>II CFOJP QBKA QL LMQ CLO FKQRFQFSB >MMOL>@EBP

��� 'O >E>J�"B >SBO��b3J>II�" RPFKBPP��3R@@BPP�>KA�&>FIROB�c

3QO>QBDF@�#E>KDB�����KL��������� 	�����^ ���

��� 3E>OLK�. BIQLK��b4BK�+BV�4EOB>QP�QL�3R@@BPP�c�. >QFLKaP

" RPFKBPP�����KL���������	����^ � ��

��� 2L?BOQ�.��3QB@H��b7 EV�. BT�" RPFKBPPBP�&>FI�c�$RK�>KA

" O>APQOBBQ�2BMLOQP�����KL���������	����^ ���

�� X#E>MQBO���
�&LRKA>QFLKP�LC�3J>II�" RPFKBPP



QL MI>KKFKD��� &LOJ>I >MMOL>@EBP QL MI>KKFKD >OB PBBK >P > T>PQB

LC QFJB��� LO QEBV >OB PBBK >P QLL QEBLOBQF@>I� �� 4EB BKA OBPRIQ FP

QE>Q J>KV PJ>II ?RPFKBPP LTKBOP C>FI QL @LKAR@Q CLOJ>I PQO>QBDF@

MI>KKFKD FK > JB>KFKDCRI T>V��� )K C>@Q� J>KV C>FI QL @LKAR@Q >KV

MI>KKFKD��� LQEBOP J>V C>FI QL @LKAR@Q LMBO>QFLK>I MI>KKFKD� PR@E

>P J>OHBQFKD PQO>QBDFBP��� 4EB BSFABK@B >MMB>OP QL @IB>OIV FKAF@>QB
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��� 3>KAO>�( LD>OQE
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QE>Q > PJ>II CFOJ QE>Q TFPEBP QL ?B PR@@BPPCRI KBBAP QL KLQ LKIV

ABSBILM >K FKFQF>I PQO>QBDF@ MI>K ?RQ >IPL @LKAR@Q >K LKDLFKD MOL@BPP

LC�PQO>QBDF@�OBKBT >I�QEOLRDE�MI>KKFKD�

->K V J>K>DBOP AL KLQ E>SB QEB >?FIFQV QL @LOOB@QIV PBIB@Q PQ>CC

LO J>K>DB QEBJ��� /QEBO J>K>DBOF>I C>FIFKDP >MMB>O QL ?B FK

IFJFQ>QFLKP FK QEB CRK@QFLK>I >OB> LC J>OHBQFKD� &>FIFKD CFOJP QBKA

QL FDKLOB QEB @E>KDFKD ABJ>KAP LC QEBFO @RPQLJBOP� PLJBQEFKD

QE>Q @>K E>SB ABS>PQ>QFKD BCCB@QP��� 4EB C>FIROB QL RKABOPQ>KA TE>Q

@RPQLJBOP S>IRB >KA ?BFKD >?IB QL >A>MQ QL @E>KDFKD @RPQLJBO

KBBAP�LCQBK�IB>AP�QL�?RPFKBPP�C>FIROB���

4EB PB@LKA J>GLO @>RPB LC PJ>II ?RPFKBPP C>FIROB FP CFK>K@B�

&FK>K@F>I MOL?IBJP C>II FKQL QEOBB @>QBDLOFBP� PQ>OQ
RM� @>PE CILT �

>KA CFK>K@F>I J>K>DBJBKQ� 7EBK > CFOJ ?BDFKP LMBO>QFLK �PQ>OQ
RM	�

FQ TFII OBNRFOB @>MFQ>I� 5KCLOQRK>QBIV� J>K V PJ>II ?RPFKBPP LTKBOP

FKFQF>IIV RKABOBPQFJ>QB QEB >JLRKQ LC @>MFQ>I QE>Q PELRIA ?B >S>FI>?IB

CLO LMBO>QFLKP�� � 4EFP J>V BUMI>FK TEV JLPQ PJ>II CFOJP QE>Q C>FI
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" RPFKBPP�c�*LROK>I�LC�"RPFKBPP�>KA�%@LKLJF@�2BPB>O@E���

KL��������� 	��� � ^���

��� 4��#>O?LKB��b&LRO�#LJJLK�->K>DBJBK Q�&>FIROBP_!KA

( LT�QL�! SLFA�4EBJ�c�->K>DBJBK Q�7LOIA��� ��KL���������	�

��^ �� �

��� !KLK VJLRP��b4LM
���$B >AIV�-FPQ>HBP�CLO�3J>II

" RPFKBPP�c�'OBBK�)KARPQOV�0OL��� ��KL�������� �	�����

��� 2R?FH�!Q>JF>K�>KA�.B>I�2��6>K:>KQB��b#LKQFKRFKD

%AR@>QFLK��!�6FQ>I�)KDOBAFBKQ�LC�QEB�`3R@@BPP�0I>Ka�CLO

" RPFKBPP�c�*LROK>I�LC�"RPFKBPP�>KA�%@LKLJF@�2BPB>O@E���

KL��������� 	��� � ^���

� �� ( LT >OA�5MQLK��b->K>DBJBKQ�-FPQ>HBP�FK�>�.BT

" RPFKBPP�c�. >QFLK>I�0BQOLIBRJ�. BTP�����KL����������	���� �

�� X#E>MQBO���
�&LRKA>QFLKP�LC�3J>II�" RPFKBPP



AL PL TFQEFK QEB CFOPQ CBT VB>OP LC QEBFO @OB>QFLK� 4EB C>FIROB QL

PQ>OQ TFQE PRCCF@FBKQ @>MFQ>I @>K ?B >QQOF?RQBA QL QEB FK>?FIFQV LC

QEB LTKBO QL >@NRFOB QEB KBBABA @>MFQ>I� )Q @>K >IPL ?B ARB QL

QEB LTKBOaP C>FIROB QL PRCCF@FBKQIV MI>K CLO EFP LO EBO @>MFQ>I KBBAP�

( BOB TB PBB QEB MLPPF?IB FKQBO>@QFLKP >JLKD QEB J>GLO @>RPBP LC

CFOJ C>FIROB� #>PE
CILT J>K>DBJBK Q E>P ?BBK FABKQFCFBA >P > MOFJB

@>RPB CLO C>FIROB��� 'LLA @>PE
CILT J>K>DBJBK Q FP BPPBKQF>I CLO

QEB PROSFS>I LC >KV CFOJ� ?RQ PJ>II CFOJP� FK M>OQF@RI>O� JRPQ M>V

@ILPB >QQBKQFLK QL QEFP MOL@BPP� 3J>II ?RPFKBPPBP JRPQ ABSBILM >KA

J>FKQ>FK BCCB@QFSB CFK>K@F>I @LKQOLIP� PR@E >P @OBAFQ @LKQOLIP��� &LO

SBOV PJ>II ?RPFKBPPBP� QEFP QO>KPI>QBP FKQL E>SFKD >K LTKBO TEL E>P

>Q IB>PQ > CRKA>JBKQ>I C>JFIF>OFQV TFQE >@@LRKQFKD >KA CFK>K@B���

)K >AAFQFLK� QEB PJ>II CFOJ TFII KBBA BFQEBO >K FK
ELRPB LO >K

LRQPLRO@BA >@@LRKQ>KQ��� 5KCLOQRK>QBIV� J>K V LTKBOP C>FI QL CRIIV

RPB�QEBFO�>@@LRKQ>KQPa�>ASF@B�QL�J>K>DB�QEBFO�?RPFKBPPBP���

��� 2R?FH�!Q>JF>K�>KA�.B>I�2��6>K:>KQB��b#LKQFKRFKD
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4EB I>PQ J>GLO C>@QLO FABKQFCFBA TFQE QEB C>FIROB LC PJ>II

?RPFKBPPBP FP QEB BUQBOK>I BKSFOLKJBK Q� 4EBOB FP > MLQBKQF>IIV

FKCFKFQB IFPQ LC @>RPBP� ?RQ QEB B@LKLJF@ BKSFOLKJBK Q QBKAP QL ?B

JLPQ MOLJFKBKQ� (BOB >D>FK� ELT BSBO� confusing >MMB>OP QL

ABP@OF?B QEB IFPQ� 3LJB >ODRB QE>Q B@LKLJF@ @LKAFQFLKP @LKQOF?RQB

QL ?BQT BBK �� MBO@BKQ >KA �� MBO@BKQ LC PJ>II ?RPFKBPP C>FIROBP�

FK AFOB@Q @LKQO>AF@QFLK QL QEB ?BIFBC QE>Q J>K>DBOF>I FK@LJMBQBK@B

FP QEB J>GLO @>RPB��� 4T L B@LKLJF@ JB>PROBP >MMB>O QL >CCB@Q

C>FIROB O>QBP� FKQBOBPQ O>QBP� TEF@E >MMB>O QL ?B QFBA QL ?>KHORMQ@FBP�

>KA QEB RKBJMILVJBKQ O>QB� TEF@E >MMB>OP QL ?B QFBA QL

AFP@LKQFKR>K@B��� 4EB MLQBKQF>I FJM>@Q LC QEBPB BUQBOK>I B@LKLJF@

S>OF>?IBP JFDEQ ?B QE>Q PJ>II ?RPFKBPP LTKBOP KBBA QL ?B BFQEBO

MI>KKBO�QL�@LSBO�MLQBKQF>I�@LKQFKDBK@FBP�LO�IR@HV�

%SBK DFSBK QEB @LKCRPFKD >KA PLJBQFJBP @LKCIF@QFKD OBPRIQP TFQE

OBPMB@Q QL C>FIROB FK PJ>II ?RPFKBPPBP� PLJB @LJJLK QEBJBP @>K ?B

FABKQFCFBA� 4EB OB>PLKP CLO C>FIROB C>II FKQL QEOBB ?OL>A @>QBDLOFBP�

J>K>DBOF>I FK>ABNR>@V� CFK>K@B� >KA BKSFOLKJBK Q>I� 4EBV� FK QROK�

E>SB PLJB @LKPFPQBKQIV JBKQFLKBA C>@QLOP �PBB Q>?IB ?BILT 	� 4EBPB

C>@QLOP PELRIA ?B SFBT BA >P T>OKFKD PFDKP_A>KDBO >OB>P QE>Q KBBA

QL ?B >SLFABA FC VLR TFPE QL PROSFSB� !IQELRDE PJ>II ?RPFKBPP LTKBOP

@>KKLQ AFOB@QIV >CCB@Q BKSFOLKJBK Q>I @LKAFQFLKP� QEBV @>K OB@LDKFWB

QEB MLQBKQF>I MOL?IBJP QE>Q QEBV JFDEQ ?OFKD� 4EFP QBUQ TFII MOLSFAB
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DRFA>K@B LK ELT QEB PJ>II ?RPFKBPP LTKBO @>K JFKFJFWB QEBPB

QEOB>QP�QEOLRDE�MOL>@QFSB�IB>ABOPEFM�

, :6HDCH�;DG�-B6AA��JH>C:HH� 6>AJG:
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@RPQLJBO�?>PB

d &>FIROB�QL�FKKLS>QB
d )KBCCB@QFSB

J>OHBQFKD
PQO>QBDFBP

d #>PE
CILT
MOL?IBJP

d )KPRCCF@FBKQ�FKFQF>I
@>MFQ>IFW>QFLK

d )K>ABNR>QB
CFK>K@F>I�OB@LOAP

d . LQ�RPFKD
>@@LRKQ>KQPa
FKPFDEQP

d )K>ABNR>QB�@>MFQ>I
>@NRFPFQFLK
PQO>QBDFBP

d &>FIROB�QL�AB>I�TFQE
CFK>K@F>I�FPPRBP
?OLRDEQ�>?LRQ�?V
DOLTQE

d $L TKQROK�FK
B@LKLJ V

d 2FPFKD
RKBJMILVJBKQ

d 2FPFKD�FKQBOBPQ
O>QBP

d 0OLAR@Q�LO
PBOSF@B�KL
ILKDBO�ABPFOBA
?V�@RPQLJBOP

d 5KJ> Q@E>?IB
CLOBFDK
@LJMBQFQFLK

d &O>RA
d $FP>PQBO

5IQFJ>QBIV� ?RPFKBPP C>FIROB TFII ?B > @LJM>KV
PMB@FCF@ @LJ?FK>QFLK

LC C>@QLOP� -LKFQLO���� > @LJM>KV QE>Q ABSBILMBA >K )KQBOKBQ

FKCLOJ>QFLK JLKFQLOFKD MOLAR@Q CLO FKPQFQRQFLK>I FKSBPQLOP FK �����

C>FIBA ?>AIV� /KB L C QEB @LCLRKABOP FABKQFCFBA QEB CLIILTFKD PBSBK

JFPQ>HBP QE>Q TBOB J>AB� JLPQ LC TEF@E @>K ?B IFKHBA QL J>K>DBOF>I

FK>ABNR>@V���

��� 2LDBO�%EOBK?BOD��b- LKFQLO������!�0 LPQ�-LOQBJ_4ROKFKD

&>FIROB�FKQL�,B>OKFKD�c�->HFKD�)Q���!RDRPQ��������� �
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Key Takeaways
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Evolution of a Small Business

3J>II ?RPFKBPPBP @LJB FK >II PE>MBP >KA PFWBP� /KB QEFKD QE>Q QEBV

>II PE>OB� ELT BSBO� FP BUMBOFBK@B TFQE @LJJLK MO L?IBJP QE>Q >OFPB

>Q PFJFI>O PQ>DBP FK QEBFO DOLTQE >KA LOD>KFW>QFLK>I BSLIRQFLK�

0OBAF@Q>?IB M>QQBOKP @>K ?B PBBK� 4EBPB M>QQBOKP bQBKA QL ?B

PBNRBKQF>I� L@@RO >P > EFBO>O@EF@>I MOLDOBPPFLK QE>Q FP KLQ B>PFIV

OBSBOPBA� >KA FKSLISB > ?OL>A O>KDB LC LOD>KFW>QFLK>I >@QFSFQFBP >KA

PQOR@QROBP�c�� 4EB FKARPQOV IFCB @V@IB >AAP CROQEBO @LJMIF@>QFLKP�

4EB PR@@BPP LC >KV PJ>II ?RPFKBPP TFII ABMBKA LK FQP >?FIFQV QL >A>MQ

QL BSLIRQFLK>OV @E>KDBP� B>@E LC TEF@E TFII ?B @E>O>@QBOFWBA ?V

AFCCBOBKQ OBNRFOBJBKQP� LMMLOQRKFQFBP� @E>IIBKDBP� OFPHP� >KA

FKQBOK>I >KA BUQBOK>I QEOB>QP� 4EB AB@FPFLKP QE>Q KBBA QL ?B J>AB

>KA QEB MOFLOFQFBP QE>Q >OB BPQ>?IFPEBA TFII AFCCBO QEOLRDE QEFP

BSLIRQFLK�

Stages of Growth

5KABOPQ>KAFKD QEBHB6AA 7JH>C:HH <GDLI= HI6< :H @>K ?B FKS>IR>?IB

>P > CO>JB T LOH CLO >KQF@FM>QFKD OBPLRO@B KBBAP >KA MOL?IBJP�

>PPBPPFKD OFPH� >KA CLOJRI>QFKD ?RPFKBPP PQO>QBDFBP �B�D�� BS>IR>QFKD

>KA OBPMLKAFKD QL QEB FJM>@Q LC > KBT Q>U	� (LT BSBO� QEB DOLTQE

PQ>DBP TFII KLQ ?B >MMIF@>?IB QL >II PJ>II ?RPFKBPPBP ?B@>RPB KLQ

>II PJ>II ?RPFKBPPBP TFII ?B ILLHFKD QL DOLT � " RPFKBPP PR@@BPP FP

@LJJLKI V >PPL@F>QBA TFQE DOLTQE >KA CFK>K@F>I MBOCLOJ>K@B� ?RQ

��� b/O D>KFW>QFLK>I�,FCB�#V@IB�c�)K@������� ��>@@BPPBA�/ @QL?BO

� ��������T T T �FK@�@LJ �BK@V@ILMBAF>�LOD>KFW>QFLK>I
IFCB
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QEBPB >OB KLQ KB@BPP>OFIV PVKLKVJLRP_BPMB@F>IIV CLO PJ>II

?RPFKBPPBP� 0BLMIB ?B@LJB ?RPFKBPP LTKBOP CLO AFCCBOBKQ OB>PLKP�

PL GRADJBKQP >?LRQ QEB PR@@BPP LC QEBFO ?RPFKBPPBP J>V ?B OBI>QBA

QL >KV LC QELPB OB>PLKP��� ! @I>PPF@ PQRAV ?V #ERO@EFII >KA ,BTFP

FABKQFCFBA CFSB PQ>DBP LC PJ>II ?RPFKBPP DOLTQE� BUFPQBK@B� PROSFS>I�

PR@@BPP� Q>HB
LCC� >KA OBPLRO@B J> QROFQV��� %>@E PQ>DB E>P FQP LTK

@E>IIBKDBP�

d - I6<:�#� �M>HI:C8: �
��

4EFP�FP�QEB�?BDFKKFKD��4EB�?RPFKBPP�FP�RM

>KA�ORKKFKD��4EB�MOFJ>OV�MOL?IBJP�TFII�?B�L?Q>FKFKD

@RPQLJBOP�>KA�BPQ>?IFPEFKD�>�@RPQLJBO�?>PB��MOLAR@FKD
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TFQE QEB PQ>DBP LC PJ>II ?RPFKBPP DOLTQE >KA QEB /, #� !II PJ>II

?RPFKBPPBP @LJMBQB FK >K FKARPQOV� >KA QE>Q FKARPQOV TFII

BUMBOFBK@B > IFCB @V@IB GRPQ >P MOLAR@QP >KA LOD>KFW>QFLKP AL�
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LQEBOP� BSBK TFQEFK QEB P>JB FKARPQOV S>OFLRP PJ>II ?RPFKBPPBP J>V

CFKA QEBJPBISBP >Q AFCCBOBKQ IFCB @V@IB PQ>DBP��� ( LT BSBO� KL J> QQBO

TEBOB > PJ>II ?RPFKBPP CFKAP FQPBIC >ILKD QEB ),# @LKQFKRRJ� QEB

PQO>QBDF@ MI>KKFKD LC QE>Q ?RPFKBPP TFII ?B FKCIRBK@BA FK FJMLOQ>KQ

T >VP�

!@@LOAFKD QL LKB PQRAV� QEB ),#� @E>OQBA LK QEB ?>PFP LC QEB DOLTQE

LC >K FKARPQOVaP P>IBP LSBO QFJB� @>K ?B L?PBOSBA >P E>SFKD CLRO

PQ>DBP� FKQOLAR@QFLK� DOLTQE� J>QROFQV� >KA AB@IFKB� 4EB

��� b)KARPQOV�,FCB�#V@IB�c�)K@������� ��>@@BPPBA�*RKB���������

T T T �FK@�@LJ �BK@V@ILMBAF>�FKARPQOV
IFCB
@V@IB�EQJI�
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�&LRKA>QFLKP�LC�3J>II�" RPFKBPPX��



>CIGD9J8I>DC HI6<:
��

CFKAP QEB FKARPQOV FK FQP FKC>K@V� !IQELRDE FQ

FP MLPPF?IB CLO > PJ>II ?RPFKBPP QL ?B >ILKB FK QEB FKARPQOV >P >

OBPRIQ LC E>SFKD ABSBILMBA >KA FKQOLAR@BA PLJBQEFKD KBT QL QEB

J>OHBQMI>@B� QEFP FP KLQ QEB RPR>I PFQR>QFLK� 4EB ?RPFKBPP PQO>QBDV

TFII CL@RP LK PQOBPPFKD QEB RKFNRBKBPP LC QEB MOLAR@Q LO QEB PBOSF@B

QL > PJ>II DOLRM LC @RPQLJBOP� @LJJLKI V OBCBOOBA QL >P FKKLS>QLOP

LO B>OIV >ALMQBOP� ! PFDKFCF@>KQ >JLRKQ LC @>MFQ>I FP OBNRFOBA� 0OLCFQP

>OB�RPR>IIV�KBD>QFSB�CLO�?LQE�QEB�CFOJ�>KA�QEB�FKARPQOV�

4EB <GDLI= HI6< :
��

FP QEB PB@LKA ), # PQ>DB� 4EFP PQ>DB >IPL

OBNRFOBP > PFDKFCF@>KQ >JLRKQ LC @>MFQ>I� ?RQ FK@OB>PFKD MOLAR@Q

PQ>KA>OAFW>QFLK J>V IB>A QL B@LKLJFBP LC P@>IB QE>Q TFII� FK QROK�

FK@OB>PB MOLCFQ>?FIFQV� 4EB PQO>QBDF@ CL@RP FP MOLAR@Q AFCCBOBKQF>QFLK�

TFQE >K FK@OB>PBA CL@RP LK OBPMLKAFKD QL @RPQLJBO KBBAP >KA

FKQBOBPQP� )KQBKPB @LJMBQFQFLK TFII OBPRIQ >P JLOB KBT @LJMBQFQLOP

GLFK QEB FKARPQOV� ?RQ J>KV CFOJP TFII ?B MOLCFQ>?IB� 4EB ARO>QFLK LC

QEB�DOLTQE�PQ>DB�TFII�?B�FKARPQOV�ABMBKABKQ�

4EB B6 IJG>IN HI6<:
��

TFII PBB PLJB @LJMBQFQFLK COLJ I> QB

BKQO>KQP QE>Q TFII QOV QL Q>HB J>OHBQ PE>OB >T >V COLJ B UFPQFKD

@LJM>KFBP� 4EFP JB>KP QE>Q QEB J>OHBQFKD BCCLOQ JRPQ @LKQFKRB

QL CL@RP LK MOLAR@Q LO PBOSF@B AFCCBOBKQF>QFLK� 4EBOB TFII ?B CBT BO

CFOJP FK J>QROB FKARPQOFBP� PL QELPB QE>Q PROSFSB TFII ?B I>ODBO >KA

��� b/O D>KFW>QFLK>I�,FCB�#V@IB�c�)K@������� ��>@@BPPBA�/ @QL?BO

� ��������T T T �FK@�@LJ �BK@V@ILMBAF>�LOD>KFW>QFLK>I
IFCB


@V@IB�EQJI�

��� b/O D>KFW>QFLK>I�,FCB�#V@IB�c�)K@������� ��>@@BPPBA�/ @QL?BO

� ��������T T T �FK@�@LJ �BK@V@ILMBAF>�LOD>KFW>QFLK>I
IFCB


@V@IB�EQJI�

��� b/O D>KFW>QFLK>I�,FCB�#V@IB�c�)K@������� ��>@@BPPBA�/ @QL?BO

� ��������T T T �FK@�@LJ �BK@V@ILMBAF>�LOD>KFW>QFLK>I
IFCB
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JLOB ALJFK>KQ� ->KV PJ>II ?RPFKBPPBP J>V JL SB FKQL QEB O>KHP LC

JFAPFWB�LO�?FD�?RPFKBPPBP�

4EB 9:8A>C: HI6<:
� �

L@@ROP FK JLPQ FKARPQOFBP� )Q FP QVMF@>IIV

QOFDDBOBA ?V > MOLAR@Q LO PBOSF@B FKKLS>QFLK QE>Q OBKABOP QEB

FKARPQOV L?PLIBQB� 3>IBP TFII PRCCBO� >KA QEB ?RPFKBPP DLBP FKQL

AB@IFKB� 3LJB @LJM>KFBP TFII IB>SB QEB FKARPQOV� ?RQ LQEBOP TFII

OBJ>FK QL @LJMBQB FK QEB PJ>IIBO J>OHBQ� 4EB PJ>IIBO ?RPFKBPPBP

J> V ?B JLOB >DFIB CLO @LJMBQFKD FK > AB@IFKFKD FKARPQOV� ?RQ QEBV

TFII KBBA QL @>OBCRIIV CLOJRI>QB QEBFO ?RPFKBPP PQO>QBDFBP QL OBJ>FK

SF>?IB�

Key Takeaways

d 3J>II
?RPFKBPP�J>K>DBJBKQ�PELRIA�@LKPFABO�QEB�DOLTQE

PQ>DBP��QEB�/, #��>KA�QEB�),#�FK�FQP�MI>KKFKD�

d 4EBOB�>OB�CFSB�PQ>DBP�LC�PJ>II�?RPFKBPP�DOLTQE��BUFPQBK@B�

PROSFS>I��PR@@BPP��Q>HB
LCC��>KA�OBPLRO@B�J> QROFQV��4EB�PR@@BPP

PQ>DB�FK@IRABP�QT L�PR?PQ>DBP��DOLTQE�>KA�AFPBKD>DBJBKQ�

/PPFCF@>QFLK�J>V�OBPRIQ�FC�>�J>QROB�PJ>II�?RPFKBPP�ILPBP�FQP

BKQOBMOBKBROF>I�PMFOFQ�>KA�?B@LJBP�JLO B�OFPH
> SBOPB�

d 3LJB�PJ>II�?RPFKBPPBP�J>V�KLQ�?B�ILLHFKD�QL�DOLT ��PL�QEBV

J> V�OBJ>FK�FK�QEB�PROSFS>I�PQ>DB�

d 4EB�/ , #�OBCBOP�QL�QEB�CLRO�PQ>DBP�LC�ABSBILMJBKQ�QE>Q

LOD>KFW>QFLKP�DL�QEOLRDE��?FOQE��VLRQE��JFAIFCB��>KA�J>QROFQV�

d 3LJB�PJ>II�?RPFKBPPBP�J>V�PQF@H�TFQE�QEB�SBOV�PFJMIB

LOD>KFW>QFLK>I�PQOR@QROBP�?B@>RPB�QEBV�>OB�KLQ�FKQBOBPQBA�FK

DOLTFKD�QL�QEB�MLFKQ�TEBOB�JLOB�@LJMIF@>QBA�PQOR@QROBP�>OB

� �� �/O D>KFW>QFLK>I�,FCB�#V@IB�c�)K@������� ��>@@BPPBA�/ @QL?BO

� ��������T T T �FK@�@LJ �BK@V@ILMBAF>�LOD>KFW>QFLK>I
IFCB
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#E>MQBO���
�&LRKA>QFLKP�LC�3J>II�" RPFKBPPX��



OBNRFOBA�

d 4EB�), #�FP�QEB�QFJB�@LKQFKRRJ�>ILKD�TEF@E�>K�FKARPQOV�FP�?LOK�

DOLTP��J> QROBP��AB@IFKBP��>KA�AFBP�

d 4EBOB�>OB�CLRO�PQ>DBP�FK�QEB�),#��FKQOLAR@QFLK��DOLTQE�

J> QROFQV��>KA�AB@IFKB�

The Big Two: Customer Value and Cash
Flow

#1 Creating Customer Value

)K ����� . >QE>K (>KT BOHBO T>P >K BJMILVBB >Q LKB LC QEB I>ODBPQ

OBPQ>RO>KQP LK #LKBV )PI>KA_?RQ EB E>A > SFPFLK� 5PFKD EFP TFCBaP

OB@FMB� EB >KA EFP TFCB LMBKBA > ELQ ALD PQ>KA� (B ?BIFBSBA QE>Q QEB

@LJ?FK>QFLK LC > ?BQQBO
Q>PQFKD ELQ ALD >KA QEB KF@HBI MOF@B� E>IC

QE>Q LC EFP @LJMBQFQLOP� T>P EFP OB@FMB CLO PR@@BPP� (B T>P TOLKD�

5KCLOQRK>QBIV CLO . >QE>K� 5MQLK 3FK@I>FOaP ?LLHThe Jungle> AB@>AB

?BCLOB E>A J>AB QEB MR?IF@ PRPMF@FLRP LC ILT 
@LPQ JB>Q MOLAR@QP�

. >QE>K AFP@LSBOBA QE>Q EFP FKFQF>I ?RPFKBPP JLABI T>P KLQ TLOHFKD�

#RPQLJBOP S>IRBA Q>PQB >KA @LPQ� ?RQ QEBV >IPL S>IRBA QEB NR>IFQV

LC > P>CB MOLAR@Q� 4L @LKSFK@B @RPQLJBOP QE>Q EFP ELQ ALDP TBOB

P>CB� EB PB@ROBA PBSBO>I AL@QLOPa PJL@HP >KA E>A MBLMIB TB>O QEBJ�

4EB PFDEQ LC bAL@QLOPc @LKPRJFKD .>QE>KaP ELQ ALDP D>SB @RPQLJBOP

QEB BUQO> S>IRB QE>Q QEBV KBBABA� )Q T>P >II >?LRQ QEB MBO@BMQFLK LC

NR>IFQV� )C AL@QLOP TBOB B>QFKD QEB ELQ ALDP� QEBV JRPQ ?B /+� 4LA>V

QEBOB�>OB�LSBO��� �����LRQIB QP�PBOSFKD�.>QE>KaP�ELQ�ALDP���

��� *LEK�!��* >HIB�>KA�+BFQE�!��3@RIIB��&>PQ�&LLA��">IQFJLOB�

*LEKP�(LMHFKP�5KFSBOPFQV�0OBPP������ 	�����^���

�� X#E>MQBO���
�&LRKA>QFLKP�LC�3J>II�" RPFKBPP



)K MOFK@FMIB�8JHIDB:G K6AJ: FP > SBOV PFJMIB @LK@BMQ� )Q FP QEB

AFCCBOBK@B ?BQT BBK QEB ?BKBCFQP QE>Q > @RPQLJBO OB@BFSBP COLJ >

MOLAR@Q LO > PBOSF@B >KA QEB @LPQP >PPL@F>QBA TFQE L?Q>FKFKD QE>Q

MOLAR@Q LO PBOSF@B� . DI6A 8JHIDB:G 7:C:;>I OBCBOP QL QEB MBO@BFSBA

JLKB Q>OV S>IRB LC QEB ?RKAIB LC B@LKLJF@� CRK@QFLK>I� >KA

MPV@ELILDF@>I ?BKBCFQP @RPQLJBOP BUMB@Q COLJ > MOLAR@Q LO > PBOSF@B

?B@>RPB LC QEB MOLAR@QP� PBOSF@BP� MBOPLKKBI� >KA FJ>DBP FKSLISBA�

. DI6A 8JHIDB:G 8DHI� QEB MBO@BFSBA ?RKAIB LC @LPQP QE>Q @RPQLJBOP

BUMB@Q QL L@@RO TEBK QEBV BS>IR>QB� L?Q>FK� RPB� >KA AFPMLPB LC

QEB MOLAR@Q LO RPB QEB PBOSF@B� FK@IRAB JLKBQ>OV� QFJB� BKBODV� >KA

MPV@ELILDF@>I @LPQP��� )K PELOQ� FQ FP >II >?LRQ TE>Q @RPQLJBOP DBQ

>KA�TE>Q�QEBV�E>SB�QL�DFSB�RM�

)K OB>IFQV� QEB @OB>QFLK LC @RPQLJBO S>IRB TFII >IT >VP ?B >

@E>IIBKDB_M>OQF@RI>OIV ?B@>RPB FQ >IJLPQ >IT >VP KBBAP QL ?B ABCFKBA

LK QEB @RPQLJBOaP QBOJP��� . LKBQEBIBPP� bQEB KRJ?BO LKB DL>I LC

?RPFKBPP PELRIA ?B QL `J>UFJFWB @RPQLJBO S>IRB >KA PQOFSB QL

FK@OB>PB S>IRB @LKQFKRLRPIV�a )C > CFOJ J>UFJFWBP @RPQLJBO S>IRB�

OBI>QFSB QL @LJMBQFQLOP� PR@@BPP TFII CLIILT � )C > CFOJaP MOLAR@QP >OB

SFBT BA >P @LKSBVFKD IFQQIB @RPQLJBO S>IRB� QEB CFOJ TFII BSBKQR>IIV

>QOLMEV >KA C>FI�c �� 4EFP TFII @BOQ>FKIV ?B QORB CLO QEB PJ>II ?RPFKBPP

QE>Q�FP�JR@E�@ILPBO�QL�FQP�@RPQLJBOP�QE>K�QEB�I>ODB�?RPFKBPP�

��� 0EFIFM�+LQIBO�>KA�+BSFK�,>KB��->OHBQFKD�->K>DBJBKQ

�5MMBO�3>AAIB�2FSBO��.*��0 B>OPLK�0OBKQF@B
( >II������ 	�

����

��� (��7 EFQBIL@H��b(LT�QL�#OB>QB�#RPQLJBO�6>IRB�c�B: FKB

!OQF@IBP��->O@E�������� � ��>@@BPPBA�/ @QL?BO���������

BWFKB>OQF@IBP�@LJ ��( LT 
QL
#OB>QB
#RPQLJBO
6 >IRB

�FA������ � �

��� %>OI�. >RJ>K��#OB>QFKD�#RPQLJBO�6>IRB��4EB�0>QE�QL

3RPQ>FK>?IB�#LJMBQFQFSB�!A S>KQ>DB��.BT�9 LOH��&OBB

0OBPP������	�����

#E>MQBO���
�&LRKA>QFLKP�LC�3J>II�" RPFKBPPX��



4EB PJ>II ?RPFKBPP LTKBO KBBAP QL ?B QEFKHFKD >?LRQ @RPQLJBO

S>IRB BSBOV A>V� TE>Q FP LCCBOBA KLT � ELT FQ @>K ?B J>AB ?BQQBO�

>KA TE>Q QEB @LJMBQFQFLK FP ALFKD QE>Q FP LCCBOFKD JLOB S>IRB� )Q

FP KLQ B>PV� ?RQ FQ FP BPPBKQF>I� !II ?RPFKBPP AB@FPFLKP TFII >AA QL LO

ABQO>@Q COLJ QEB S>IRB QE>Q @>K ?B LCCBOBA QL QEB @RPQLJBO� )C VLRO

MOLAR@Q LO PBOSF@B FP MBO@BFSBA QL LCCBO JLOB S>IRB QE>K QE>Q LC QEB

@LJMBQFQFLK� VLR TFII DBQ QEB P>IB� /QEBOTFPB� VLR TFII KLQ DBQ QEB

P>IB�

#2 Cash Flow

- LPQ MBLMIB TLRIA ABCFKB PR@@BPP TFQE OBPMB@Q QL MOLCFQP LO P>IBP�

4EFP JFPPBP > @OFQF@>I MLFKQ� 4EB PROSFS>I LC > CFOJ EFKDBP KLQ PL

JR@E LK P>IBP LO MOLCFQP� >IQELRDE QEBPB >OB SFQ>IIV FJMLOQ>KQ� >P

FQ ALBP LK QEB CFOJaP >?FIFQV QL JBBQ FQP CFK>K@F>I L?IFD>QFLKP� ! CFOJ

JRPQ IB>OK QL MOLMBOIV J>K>DB FQP86H= ;ADL � ABCFKBA >P QEB JLKBV

@LJFKD FKQL >KA CILTFKD COLJ > ?RPFKBPP ?B@>RPB @>PE FP JLOB QE>K

HFKD�It is a firm Õs lifeblood. !P QEB .LOQE $>HLQ> 3J>II " RPFKBPP

$BSBILMJBKQ #BKQBO MRQ FQ� b&>FIROB QL MOLMBOIV MI>K @>PE CILT FP

LKB�LC�QEB�IB>AFKD�@>RPBP�CLO�PJ>II�?RPFKBPP�C>FIROB�c ��

!K RKABOPQ>KAFKD LC @>PE CILT OBNRFOBP PLJB RKABOPQ>KAFKD LC

>@@LRKQFKD PVPQBJP� 4EBOB >OB QT L QVMBP� @>PE
?>PBA >KA >@@OR>I�

)K > 86H=
76H:9 688DJCI>C< PVPQBJ� P>IBP >OB OB@LOABA TEBK VLR

OB@BFSB QEB JLKBV� 4EFP QVMB LC PVPQBJ FP OB>IIV JB>KQ CLO PJ>II

CFOJP TFQE P>IBP QLQ>IFKD IBPP QE>K �� JFIIFLK�� 88GJ6A 688DJCI>C<

PVPQBJP� ?V @LKQO>PQ� >OB PVPQBJP QE>Q CL@RP LK JB>PROFKD MOLCFQP�

4EBV >PPRJB QE>Q TEBK VLR J>HB > P>IB� VLR >OB M>FA >Q QE>Q MLFKQ�

��� b7 EV�)P�#>PE�&ILT�3L�) JMLOQ>KQ��c�. LOQE�$>HLQ>�3J>II

" RPFKBPP�$BSBILMJBKQ�#BKQBO��������>@ @BPPBA�/ @QL?BO���

������T T T �KAP?A@�LOD�C>N�ABC>RIQ�>PM�)$��� ��

�� X#E>MQBO���
�&LRKA>QFLKP�LC�3J>II�" RPFKBPP



( LT BSBO� >IJLPQ >II CFOJP J>HB P>IBP LK @OBAFQ� >KA QEBV >IPL J>HB

MRO@E>PBP LK @OBAFQ� !AA FK QE>Q P>IBP >OB PBIALJ @LKPQ>KQ� >KA

VLR ?BDFK QL PBB ELT B>PFIV >KA LCQBK @>PE FKCILTP >KA LRQCILTP

@>K C>II LRQ LC PVK@� 4EFP @>K OBAR@B > CFOJaP A>FJ>9>IN� TEF@E FP

FQP >?FIFQV QL M>V FQP ?FIIP� %KSFPFLK QEB CLIILTFKD P@BK>OFL� ! CFOJ

DBKBO>QBP QOBJBKALRP P>IBP ?V RPFKD B>PV @OBAFQ QBOJP� �� MBO@BKQ

ALTK >KA LKB VB>O QL M>V QEB OBJ>FKFKD �� MBO@BKQ� (LT BSBO� QEB

CFOJ MRO@E>PBP FQP J>QBOF>IP RKABO QFDEQ @OBAFQ QBOJP� )K >K >@@OR>I

>@@LRKQFKD PVPQBJ� QEFP JFDEQ >MMB>O QL MOLAR@B PFDKFCF@>KQ MOLCFQP�

( LT BSBO� QEB CFOJ J>V ?B RK>?IB QL M>V FQP ?FIIP >KA P>I>OFBP� )K QEFP

QVMB LC PFQR>QFLK� QEB CFOJ� M>OQF@RI>OIV QEB PJ>II CFOJ� @>K B>PFIV C>FI�

4EBOB >OB LQEBO OB>PLKP TEV @>PE CILT FP @OFQF@>IIV FJMLOQ>KQ� &FOJP

KBBA QL E>SB QEB JLKBV QL ?RV KBT J> QBOF>IP LO BUM>KA� )K >AAFQFLK�

CFOJP PELRIA E>SB @>PE >S>FI>?IB QL JBBQ RKBUMB@QBA @LKQFKDBK@FBP

LO�FKSBPQJBKQ�LMMLOQRKFQFBP�

�6H= ; ADL B6C6< :B:C I OBNRFOBP > CRQROB
CL@RPBA LOFBKQ>QFLK�

9LR E>SB QL >KQF@FM>QB VLRO CRQROB @>PE FKCILTP >KA LRQCILTP >KA

TE>Q >@QFLKP VLR J> V KBBA QL Q>HB QL MOBPBOSB VLRO IFNRFAFQV� 4LA>V�

BSBK QEB KLKBJMILVBB CFOJ @>K ?BDFK QEFP MOL@BPP TFQE PFJMIB

PMOB>APEBBQ PLCQT >OB� 3IFDEQIV I>ODBO CFOJP @LRIA LMQ CLO QEB RPBO


ABAF@>QBA PLCQT >OB� )K BFQEBO @>PB� @>PE
CILT >K>IVPFP OBNRFOBP QEB

LTKBO QL CL@RP LK QEB CRQROB >KA QL ABSBILM BCCB@QFSB MI>KKFKD PHFIIP�

#>PE
CILT J>K>DBJBK Q >IPL FKSLISBP >@QFSFQFBP PR@E >P BUMBKPB

@LKQOLI� OB@BFS>?IBP J>K>DBJBKQ� FKSBKQLOV @LKQOLI� >KA ABSBILMFKD

> @ILPB OBI>QFLKPEFM TFQE @LJJBO @F>I IBKABOP� 4EB PJ>II ?RPFKBPP

LTKBO KBBAP QL QEFKH >?LRQ QEBPB QEFKDP BSBOV A>V� 4EBFO

OBNRFOBJBKQP J>V Q>U J>KV PJ>II ?RPFKBPP LMBO>QLOP� ?RQ QEBV >OB

BPPBKQF>I�PHFIIP�

d �ME:CH:�8DCIGDAOBNRFOBP�LTKBOP�LO�LMBO>QLOP�QL�QEFKH�FK

QBOJP�LC�@LKPQ>KQIV�PBBHFKD�LRQ�BCCF@FBK@FBP�>KA�@LPQ


OBAR@QFLK�PQO>QBDFBP�

d , :8:> K67A:H�B6C6<:B:C I CLO@BP�LTKBOP�QL�QEFKH�>?LRQ�ELT�QL

T >IH�QEB�ABIF@>QB�?>I>K@B�LC�LCCBOFKD�@RPQLJBOP�QEB�?BKBCFQP�LC

#E>MQBO���
�&LRKA>QFLKP�LC�3J>II�" RPFKBPPX� �



@OBAFQ�TEFIB�QOVFKD�QL�OB@BFSB�QEB�M>VJBKQP�>P�NRF@HIV�>P

MLPPF?IB��4EBV�@>K�RPB�QB@EKLILDV�>KA�B
?RPFKBPP�QL�BUMBAFQB

QEB�@>PE�FKCILT �

d %CCB@QFSB#CK:C IDGN�8DCIGDAQO>KPI>QBP�FKQL�>K�RKABOPQ>KAFKD�LC

QEB����8A6HH>;>86I>DC�HNHI:B�PLOQFKD�FKSBKQLOV�?V�SLIRJB

>KA�S>IRB	��>KA�ABQBOJFKFKD�LOABO�NR>KQFQFBP�>KA�OBLOABO

MLFKQP��)KBSFQ>?IV��>KV�PBOFLRP�@LKPFABO>QFLK�LC�FKSBKQLOV

J>K>DBJBKQ�IB>AP�LKB�QL�QEB�PQRAV�LC�bIB>Kc

MEFILPLMEFBP�&:6C�>CK:C IDGN�B6C6<:B:C I OBCBOP�QL

>MMOL>@EBP�QE>Q�CL@RP�LK�JFKFJFWFKD�FKSBKQLOV�?V�BIFJFK>QFKD

>II�PLRO@BP�LC�T>PQB��,B>K�FKSBKQLOV�J>K>DBJBKQ�FKBSFQ>?IV

IB>AP�FQP�MO>@QFQFLKBOP�QL�>ALMQ�>�KBT�MOL@BPP
AOFSBK�SFBT�L C

QEB�CFOJ�>KA�FQP�LMBO>QFLKP�

d , >PQIV��>QQBKQFLK�QL�@>PE
CILT�J>K>DBJBK Q�OB@LDKFWBP�QE>Q

QEBOB�J> V�TBII�?B�MBOFLAP�TEBK�@>PE�LRQCILTP�TFII�BU@BBA�@>PE

FKCILTP��9LR�J> V�E>SB�QL�RPB�@LJJBO @F>I�IL>KP�:FJ>IN�AD6CH

�MIBADFKD�MEVPF@>I�>PPBQP�CLO�@>PE	��>KA�LO�IFKBP�LC�@OBAFQ�

4EBPB�J>V�KLQ�?B�LCCBOBA�?V�>�IBKABO�>Q�QEB�AOLM�LC�>�E>Q�

3J>II
?RPFKBPP�LTKBOP�KBBA�QL�>KQF@FM>QB�QEBPB�@>PE�PELOQC>IIP

>KA�PELRIA�>IOB>AV�E>SB�>K�BPQ>?IFPEBA�TLOHFKD�OBI>QFLKPEFM

TFQE�>�@LJJBO @F>I�IBKABO�

! PJ>II ?RPFKBPP KBBAP QL ?B MOLCFQ>?IB LSBO QEB ILKD QBOJ FC FQ FP

DLFKD QL PROSFSB� ( LT BSBO� QEFP ?B@LJBP MOL?IBJ> QF@ FC QEB ?RPFKBPP

FP KLQ DBKBO>QFKD BKLRDE @>PE QL M>V FQP T>V LK > A>FIV ?>PFP���

#>PE CILT @>K ?B > PFDK LC QEB EB>IQE_LO MBKAFKD AB>QE_LC > PJ>II

��� ">OOV�-FKKBOV��b$LKaQ�1RBPQFLK�QEB�)JMLOQ>K@B�LC�#>PE

&ILT��->HFKD�>�0OLCFQ�)P�QEB�'L>I�?RQ�$>V
QL
$ >V�#LPQP

-RPQ�"B�- BQ�FK�/OABO�QL�+BBM�>�"RPFKBPP�!CIL>Q�c�4EB

)KABMBKABKQ�@LJ��-> V��������� ��>@@BPPBA�/ @QL?BO���
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?RPFKBPP� 4EB KBBA QL BKPROB QE>Q @>PE FP MOLMBOIV J>K>DBA JRPQ

QEBOBCLOB ?B > QLM MOFLOFQV CLO QEB ?RPFKBPP�� � 4EFP FP TEV @>PE


CILT FJMIF@>QFLKP JRPQ ?B @LKPFABOBA TEBK J>HFKD >II ?RPFKBPP

AB@FPFLKP� %SBOVQEFKD TFII ?B > @>PE CILT C>@QLO LKB T>V LO QEB LQEBO�

&OBA !AIBO� > SBKQROB @>MFQ>IFPQ� @LRIA KLQ E>SB P>FA FQ ?BQQBO TEBK

EB�P>FA��b(>MMFKBPP�FP�>�MLPFQFSB�@>PE�CILT �c��

Key Takeaways

d 4EB�@OB>QFLK�LC�@RPQLJBO�S>IRB�JRPQ�?B�>�QLM�MOFLOFQV�CLO�PJ>II

?RPFKBPP��4EB�PJ>II�?RPFKBPP�LTKBO�PELRIA�?B�QEFKHFKD�>?LRQ�FQ

BSBOV�A>V�

d #>PE�CILT�FP�>�CFOJaP�IFCB?ILLA��7FQELRQ�>�MLPFQFSB�@>PE�CILT ��>

PJ>II�?RPFKBPP�@>KKLQ�PROSFSB��!II�?RPFKBPP�AB@FPFLKP�TFII�E>SB

>K�FJM>@Q�LK�@>PE�CILT _TEF@E�FP�TEV�PJ>II�?RPFKBPP�LTKBOP

JRPQ�QEFKH�>?LRQ�FQ�BSBOV�A>V�

d !�@>PE
?>PBA�>@@LRKQFKD�PVPQBJ�FP�CLO�PJ>II�CFOJP�TFQE�P>IBP

QLQ>IFKD�IBPP�QE>K����JFIIFLK��!@@OR>I�>@@LRKQFKD�PVPQBJP

JB >PROB�MOLCFQP�FKPQB>A�LC�@>PE�

* A:6H: :B6>A 6CN :GGDGH >C I=>H Q DG HJ7H:FJ:CI Q 8=6EI:GH ID $6HDC

� C9:GHDC�6I ?6HDC�6C9:GHDC�@J�:9J �

� �� ">OOV�-FKKBOV��b$LKaQ�1RBPQFLK�QEB�)JMLOQ>K@B�LC�#>PE

&ILT��->HFKD�>�0OLCFQ�)P�QEB�'L>I�?RQ�$>V
QL
$ >V�#LPQP
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2. Chapter 2 - The Quest for
Value

Defining the CustomerÕs
Concept of Value

)K QEB MOBSFLRP @E>MQBO� 0BQBO $OR@HBO >KA 7� %AT >OA $BJFKD

MI>@BA QEB @RPQLJBO >Q QEB @BKQBO LC QEBFO ABCFKFQFLKP LC QEB MROMLPB

LC > ?RPFKBPP� 4EBV RPBA QEB @RPQLJBO >P ?BFKD >Q QEB @LOB LC QE>Q

MROMLPB O>QEBO QE>K CL@RPFKD LK CFK>K@F>I JB>PROBP PR@E >P MOLCFQ�

OBQROK LK FKSBPQJBKQ �2/ )	� LO PE>OBELIABOPa TB>IQE� $OR@HBOaP ILDF@

T >P QE>Q FC > ?RPFKBPP AFA KLQ @OB>QB > PRCCF@FBKQ KRJ?BO LC

@RPQLJBOP� QEBOB KBSBO TLRIA ?B > MOLCFQ TFQE QEB ?RPFKBPP� $BJFKD

>ODRBA QE>Q ABIFDEQFKD @RPQLJBOP TLRIA ?B@LJB QEB ?>PFP CLO QEBJ

QL @LKPFPQBKQIV OBQROK� >KA ILV>IQV TLRIA BKPROB QE>Q QEB ?RPFKBPP

T LRIA E>SB > EFDEBO MOL?>?FIFQV LC PROSFSFKD FK QEB ILKD QBOJ� 4EB

@IB>OBPQ T>V LC ALFKD QE>Q FP ?V CL@RPFKD LK MOLSFAFKD VLRO

@RPQLJBOP TFQE > @IB>O PBKPB LC S>IRB� 4EFP BJME>PFP LK S>IRB TFII

MOLAR@B B@LKLJF@ ?BKBCFQP� '>IB #LKPRIQFKD BUMI>FKP QEB KLQFLK LC

S>IRB QEFP T>V� b)C @RPQLJBOP ALKaQ DBQ DLLA S>IRB COLJ V LR� QEBV

TFII PELM >OLRKA QL CFKA > ?BQQBO AB>I�c� ! OB@BKQ PQRAV MRQ FQ QEFP

�� b7 EV�#RPQLJBO�3>QFPC>@QFLK�&>FIP�c�'>IB�#LKPRIQFKD�

�� X#E>MQBO���
�4EB�1RBPQ�CLO�6>IRB



T >V� b4EBPB CFOJP E>SB ?BBK PR@@BPPCRIe?V @LKPFPQBKQIV @OB>QFKD

PRMBOFLO8JHIDB:G K6AJ:_>KA MOLCFQFKD E>KAPLJBIV COLJ QE>Q

@RPQLJBO�S>IRB�c�

3QOLKD BSFABK@B FKAF@>QBP QE>Q QEFP CL@RP LK J>HFKD QEB @RPQLJBO

@BKQO>I QL ABCFKFKD QEB ?RPFKBPP QO>KPI>QBP FKQL B@LKLJF@ PR@@BPP�

)Q E>P ?BBK BPQFJ>QBA QE>Q QEB @LPQ LC D>FKFKD > KBT @RPQLJBO

LSBO OBQ>FKFKD > @ROOBKQ @RPQLJBO FP > JRIQFMIB LC CFSB� 4EB @LPQP

LC OBD>FKFKD > AFPP>QFPCFBA @RPQLJBO LSBO QEB @LPQ LC OBQ>FKFKD >

@RPQLJBO >OB QBK QFJBP >P JR@E�� 3L > HBV NRBPQFLK CLO >KV ?RPFKBPP

QEBK ?B@LJBP� b( LT ALBP LKB QEBK DL >?LRQ J>HFKD QEB @RPQLJBO

QEB�@BKQBO�LC�LKBaP�?RPFKBPP�c

What Is Value?

)Q FP BPPBKQF>I QL OB@LDKFWB QE>Q S>IRB FP KLQ GRPQ MOF@B� 6>IRB FP >

JR@E OF@EBO @LK@BMQ� &RKA>JBKQ>IIV� QEB KLQFLK LC @RPQLJBO S>IRB

FP C>FOIV ?>PF@ >KA OBI>QFSBIV PFJMIB QL RKABOPQ>KA� ELT BSBO�

FJMIBJBKQFKD QEFP @LK@BMQ @>K MOLSB QL ?B QOBJBKALRPIV

@E>IIBKDFKD� )Q FP > @E>IIBKDB ?B@>RPB @RPQLJBO S>IRB FP EFDEIV

AVK>JF@ >KA @>K @E>KDB CLO > S>OFBQV LC OB>PLKP� FK@IRAFKD QEB

>@@BPPBA�$B@BJ?BO����������T T T �D>IB@LKPRIQFKD�@LJ �

FKABU�MEM�LMQFLK�@LJ=@LKQBKQ�SFBT�>OQF@IB�FA�

���) QBJFA�� ��

�� 'B LODB�$>V�>KA�#EOFPQFKB�-LLOJ>K��3QO>QBDV�COLJ�QEB

/RQPFAB�)K��. BT�9 LOH��- @'O >T�( FII��+FKAIB�%AFQFLK�

���� 	�����^ �� �

�� &LOIBO�->PPKF@H��4EB�#RPQLJBO�)P�#%/��( LT�QL�- B>PROB

7 E>Q�9LRO�#RPQLJBOP�7>KQ_>KA�->HB�3ROB�4EBV�'B Q�)Q

�. BT�9 LOH��!J>@LJ����� �	�����

#E>MQBO���
�4EB�1RBPQ�CLO�6>IRB X��



CLIILTFKD� QEB ?RPFKBPP J>V @E>KDB BIBJBKQP QE>Q >OB FJMLOQ>KQ

QL QEB @RPQLJBO S>IRB @>I@RI>QFLK� @RPQLJBOPa MOBCBOBK@BP >KA

MBO@BMQFLKP J>V @E>KDB LSBO QFJB� >KA @LJMBQFQLOP J>V @E>KDB

TE>Q QEBV LCCBO QL @RPQLJBOP� /KB >RQELO PQ>QBP QE>Q QEB @E>IIBKDB

FP QL bRKABOPQ>KA QEB BSBO
@E>KDFKD @RPQLJBO KBBAP >KA FKKLS>QB

QL�DO>QFCV�QELPB�KBBAP�c�

4EB PFJMIB SBOPFLK LC QEB @LK@BMQ LC @RPQLJBO S>IRB FP QE>Q

FKAFSFAR>IP BS>IR>QB QEB MBO@BFSBA ?BKBCFQP LC PLJB MOLAR@Q LO

PBOSF@B >KA QEBK @LJM>OB QE>Q TFQE QEBFO MBO@BFSBA @LPQ LC

>@NRFOFKD QE>Q MOLAR@Q LO PBOSF@B� )C QEB ?BKBCFQP LRQT BFDE QEB @LPQ�

QEB MOLAR@Q LO QEB PBOSF@B FP QEBK PBBK >P >QQO>@QFSB� 4EFP @LK@BMQ

FP LCQBK BUMOBPPBA >P > PQO>FDEQCLOT >OA BNR>QFLK QE>Q JB>PROBP QEB

AFCCBOBK@B�?BQT BBK�QEBPB�QT L�S>IRBP�

8JHIDB:G�K6AJ:���E:G 8:>K:9�7:C:;> IH�V�E:G8:>K:9�8DHI

* :G8:>K:9��DHI�K :GHJH�*:G8:>K:9��:C:;> IH

�� 3RAE>H>O�">I>@E>KAO>K��b4EB�#RPQLJBO�#BKQOF@FQV

#RIQROB��$OFSBOP�CLO�3RPQ>FK>?IB�0OLCFQ�c�#LROPB

->K>DBJBK Q�����KL�������� �	�����

�� X#E>MQBO���
�4EB�1RBPQ�CLO�6>IRB



3LJB OBPB>O@EBOP BUMOBPP QEFP FAB> LC @RPQLJBO S>IRB KLQ >P >

AFCCBOBK@B ?RQ >P > O>QFL LC QEBPB QT L C>@QLOP�� %FQEBO T>V� FQ KBBAP

QL ?B RKABOPQLLA QE>Q @RPQLJBOP AL KLQ BS>IR>QB QEBPB C>@QLOP FK

FPLI>QFLK� 4EBV BS>IR>QB QEBJ TFQE OBPMB@Q QL QEBFO BUMB@Q>QFLKP >KA

QEB�@LJMBQFQFLK�

&FOJP QE>Q MOLSFAB DOB>QBO @RPQLJBO S>IRB OBI>QFSB QL QEBFO

@LJMBQFQLOP PELRIA BUMB@Q QL PBB EFDEBO OBSBKRBP >KA PRMBOFLO

OBQROKP� 2L?BOQ "RWWBII >KA "O>AIBV '>IB� OBMLOQFKD LK LKB CFKAFKD

FK QEB 0OLCFQ )JM>@Q QEOLRDE ->OHBQFKD 3QO>QBDV PQRAV� > J>PPFSB

OBPB>O@E MOLGB@Q FKSLISFKD ����� ?RPFKBPPBP� PELT BA QE>Q CFOJP TFQE

�� -��#EOFPQLMEBO��b&OLJ�" O>KA�6>IRB�QL�#RPQLJBO�6>IRB�c

*LROK>I�LC�->OHBQFKD�0O>@QF@B��!MMIFBA�->OHBQFKD

3@FBK@B����KL��������� 	�����

#E>MQBO���
�4EB�1RBPQ�CLO�6>IRB X��



PRMBOFLO @RPQLJBO S>IRB LRQMBOCLOJ QEBFO @LJMBQFQLOP LK 2/) >KA

J>OHBQ�PE>OB�D>FKP��

'FSBK QEFP FJMLOQ>K@B� FQ FP @OFQF@>I QL RKABOPQ>KA TE>Q J>HBP

RM QEB MBO@BFSBA ?BKBCFQP >KA QEB MBO@BFSBA @LPQP FK QEB BVBP LC

QEB @LKPRJBO� 4EBPB @OFQF@>I FPPRBP E>SB MOLAR@BA > @LKPFABO>?IB

?LAV LC OBPB>O@E� 3LJB LC QEB J>GLO QEBJBP FK @RPQLJBO S>IRB

>OB BSLISFKD� >KA QEBOB FP KL RKFSBOP>I @LKPBKPRP LO >DOBBJBKQ

LK >II >PMB@QP LC ABCFKFKD QEBPB QT L @LJMLKBKQP� &FOPQ� QEBOB >OB

>MMOL>@EBP QE>Q MOLSFAB OF@EIV ABQ>FIBA >KA >@>ABJF@>IIV CI>SLOBA

ABCFKFQFLKP� LQEBOP MOLSFAB PFJMIBO >KA JLOB MO>@QF@>I ABCFKFQFLKP�

4EBPB I>QQBO ABCFKFQFLKP QBKA QL ?B LKBP QE>Q >OB @ILPBO QL QEB

>CLOBJBKQFLKBA BNR>QFLK >MMOL>@E� TEBOB @RPQLJBOP BS>IR>QB QEB

?BKBCFQP QEBV D>FK COLJ QEB MRO@E>PB SBOPRP TE>Q FQ @LPQP QEBJ

QL MRO@E>PB� (LT BSBO� LKB FP PQFII IBCQ TFQE QEB FPPRB LC FABKQFCVFKD

QEB PMB@FCF@ @LJMLKBKQP LC QEBPB ?BKBCFQP >KA @LPQP� )K ILLHFKD

>Q QEB ?BKBCFQP MLOQFLK LC QEB S>IRB BNR>QFLK� JLPQ OBPB>O@EBOP

CFKA QE>Q @RPQLJBO KBBAP ABCFKB QEB ?BKBCFQP @LJMLKBKQ LC S>IRB�

" RQ QEBOB PQFII FP KL @LKPBKPRP >P QL TE>Q PMB@FCF@ KBBAP PELRIA

?B @LKPFABOBA� 0>OH� *>T LOPHF� >KA -@'FKKFP ����� 	 PMB@FCFBA QEOBB

?OL>A QVMBP LC KBBAP LC @LKPRJBOP QE>Q ABQBOJFKB LO FJM>@Q S>IRB��

MOLSFABA CFSB QVMBP LC S>IRB� >P AFA 7LLA>II ����� 	� >IQELRDE EB AFA

�� 2L?BOQ�$��" RWWBII�>KA�"O>AIBV�4��'>IB��4EB�0 )-3

0OFK@FMIBP_,FKHFKD�3QO>QBDV�QL�0BOCLOJ>K@B��. BT�9 LOH�

&OBB�0OBPP������	������

�� #��7 E>K�0>OH��"BOK>OA�*��*>T LOPHF��>KA�$B?LO>E�*�

->@)KKFP��b3QO>QBDF@�"O>KA�#LK@BMQ�)J>DB�->K>DBJBK Q�c

*LROK>I�LC�->OHBQFKD��������� 	�������3B QE��.BTJ>K��>KA

'O LPP������	* >DAFPE�.��3BQE��"OR@B�)��. BTJ>K��>KA

">O?>O>�,��'O LPP��#LKPRJMQFLK�6>IRBP�>KA�->OHBQ

#ELF@B��4EBLOV�>KA�!MMIF@>QFLKP��#FK@FKK>QF��/(�

3LRQET BPQ�0R?IFPEFKD������	�����

�� X#E>MQBO���
�4EB�1RBPQ�CLO�6>IRB



KLQ FABKQFCV QEB P>JB CFSB S>IRBP�� � 4L >AA QL QEB @LKCRPFLK� (B>OA

�����^�� 	� FABKQFCFBA QEOBB C>@QLOP� TEFIB 5I>D> �����	�� PMB@FCFBA

BFDEQ @>QBDLOFBP LC S>IRB� >KA 'BKQFIB� 3MFIIBO� >KA . L@F ���� �	

JBK QFLKBA PFU @LJMLKBKQP LC S>IRB��� 3JFQE >KA #LID>QB ���� �	

>QQBJMQBA QL MI>@B QEB AFP@RPPFLK LC @RPQLJBO S>IRB FK > MO>DJ>QF@

@LKQBUQ QE>Q JFDEQ >FA MO>@QFQFLKBOP� 4EBV FABKQFCFBA CLRO QVMBP LC

S>IRBP >KA CFSB PLRO@BP LC S>IRB� 4EBFO MROMLPB T>P QL MOLSFAB b>

CLRKA>QFLK CLO JB>PROFKD LO >PPBPPFKD S>IRB @OB>QFLK PQO>QBDFBP�c��

)K PLJB LC QEBPB TLOHP� QEB @LJMLKBKQP LO AFJBKPFLKP LC S>IRB

PFKDRI>OIV @LKPFABO QEB ?BKBCFQP PFAB LC QEB BNR>QFLK� TEFIB LQEBOP

FK@LOMLO>QB�@LPQ�AFJBKPFLKP�>P�M>OQ�LC�S>IRB�

&OLJ QEB PQ>KAMLFKQ LC PJ>II ?RPFKBPPBP� TE>Q PBKPB @>K ?B J>AB

�� 4LKV�7 LLA>II��b#LK@BMQR>IFPFKD�`6>IRB�CLO�QEB

#RPQLJBOa��!K�!QQOF?RQFLK>I��3QOR@QRO>I�>KA�$FPMLPFQFLK>I

!K>I VPFP�c�!@>ABJV�LC�->OHBQFKD�3@FBK@B�2BSFBT������

KL���������� 	��>@@BPPBA�/ @QL?BO���������

T T T �>JPOBSFBT �LOD�>OQF@IBP�T LLA>II�� 
 �����MAC�

�� %A�(B>OA��b7 >IHFKD�QEB�4>IH�LC�#RPQLJBOP�6>IRB�c

. >QFLK>I�0OLAR@QFSFQV�2BSFBT���������^�� 	�����

��� 7 LICD>KD�5I>D>��b#>MQROFKD�6>IRB�#OB>QFLK�FK�"RPFKBPP

2BI>QFLKPEFMP��!�#RPQLJBO�0BOPMB@QFSB�c�)KARPQOF>I

->O HBQFKD�->K>DBJBKQ�����KL��������� 	��� �� �

��� #EF>O>�'BK QFIB��.F@LI>�3MFIIBO��>KA�'FRIF>K>�.L@F��b(LT�QL

3RPQ>FK�QEB�#RPQLJBO�%UMBOFBK@B��!K�/S BOSFBT�L C

%UMBOFBK@B�#LJMLKBKQP�4E>Q�#L
#OB>QB�6>IRB�TFQE�QEB

#RPQLJBO�c�%ROLMB>K�->K>DBJBK Q�*LROK>I�����KL���

���� �	������

��� *��" OL@H�3JFQE�>KA�->OH�#LID>QB��b#RPQLJBO�6>IRB

#OB>QFLK��!�0O>@QF@>I�&O>JB T LOH�c�*LROK>I�LC�->OHBQFKD

4EBLOV�>KA�0O>@QF@B�����KL�������� �	��� �
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LC >II QEFP @LKCRPFLK� &FOPQ� QEB @LJMLKBKQP LC QEB ?BKBCFQP MLOQFLK

LC @RPQLJBO S>IRB KBBA QL ?B FABKQFCFBA FK > T>V QE>Q E>P

PFDKFCF@>K@B CLO PJ>II ?RPFKBPPBP� 3B@LKA� @LPQ @LJMLKBKQP >IPL

KBBA QL ?B FABKQFCFBA� 3BQE� .BTJ>K� >KA 'O LPPaP CFSB QVMBP LC S>IRB

MOLSFAB > PLIFA ?>PFP CLO @LKPFABOFKD MBO@BFSBA ?BKBCFQP� "BCLOB

PMB@FCVFKD QEB CFSB QVMBP LC S>IRB� FQ FP @OFQF@>I QL BJME>PFWB QE>Q >

?RPFKBPP PELRIA KLQ FKQBKA QL @LJMBQB LK LKIV LKB QVMB LC S>IRB�

)Q JRPQ @LKPFABO QEB JFU LC S>IRBP QE>Q FQ TFII LCCBO FQP @RPQLJBOP�

�)K AFP@RPPFKD QEBPB CFSB S>IRBP� FQ FP FJMLOQ>KQ QL MOLSFAB QEB OB>ABO

TFQE BU>JMIBP� -LPQ LC LRO BU>JMIBP TFII OBI>QB QL PJ>II ?RPFKBPP�

?RQ FK PLJB @>PBP� DLLA BU>JMIBP TFII E>SB QL ?B AO>TK COLJ I>ODBO

CFOJP�?B@>RPB�QEBV�>OB�?BQQBO�HKLTK�	

Five Types of Value

 >K:�.NE:H�D ;�0 6AJ:

.=:�;> K:�INE:H�D;�K6AJ:�6G:�6H�;DAADLH�

�� X#E>MQBO���
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��  JC8I>DC6A�K6AJ: OBI>QBP�QL�QEB�MOLAR@QaP�LO�QEB�PBOSF@BaP�>?FIFQV

QL�MBOCLOJ�FQP�RQFIFQ>OF>K�MROMLPB��7LLAORCC����� �	�FABKQFCFBA

QE>Q�CRK@QFLK>I�S>IRB�@>K�E>SB�PBSBO>I�AFJBKPFLKP��� /KB

AFJBKPFLK�TLRIA�?B�MBOCLOJ>K@B
OBI>QBA��4EFP�OBI>QBP�QL

@E>O>@QBOFPQF@P�QE>Q�TLRIA�E>SB�PLJB�ABDOBB�LC�JB>PRO>?FIFQV�

PR@E�>P�>MMOLMOF>QB�MBOCLOJ>K@B��PMBBA�LC�PBOSF@B��NR>IFQV��LO

OBIF>?FIFQV��!�@>O�J>V�?B�GRADBA�LK�FQP�JFIBP�MBO�D>IILK�LO�QEB

QFJB�QL�DL�COLJ�WBOL�QL�PFUQV�JFIBP�MBO�ELRO��4EBPB�@LK@BMQP

@>K�>IPL�?B�PBBK�TEBK�BS>IR>QFKD�>�D>O>DB�QE>Q�FP�MBOCLOJFKD

>RQL�OBM>FOP��#RPQLJBOP�E>SB�>K�BUMB@Q>QFLK�QE>Q�QEB�OBM>FOP

TFII�?B�ALKB�@LOOB@QIV��QE>Q�QEB�@>O�TFII�KLQ�E>SB�QL�?B�?OLRDEQ

?>@H�CLO�>AAFQFLK>I�TLOH�LK�QEB�P>JB�MOL?IBJ��>KA�QE>Q�QEB

OBM>FOP�TFII�?B�ALKB�FK�>�OB>PLK>?IB�>JLRKQ�LC�QFJB��!KLQEBO

AFJBKPFLK�LC�CRK@QFLK>I�S>IRB�JFDEQ�@LKPFABO�QEB�BUQBKQ�QL

TEF@E�QEB�MOLAR@Q�LO�QEB�PBOSF@B�E>P�QEB�@LOOB@Q�CB>QROBP�LO

@E>O>@QBOFPQF@P��)K�@LKPFABOFKD�QEB�MRO@E>PB�LC�>�I>MQLM

@LJMRQBO��@RPQLJBOP�J>V�@LJM>OB�AFCCBOBKQ�JLABIP�LK�QEB

?>PFP�LC�TBFDEQ��?>QQBOV�IFCBQFJB��LO�PMBBA��4EB�KLQFLK�LC

CB>QROBP�LO�@E>O>@QBOFPQF@P�@>K�?B��>Q�QFJBP��NRFQB�?OL>A�

&B>QROBP�JFDEQ�FK@IRAB�>BPQEBQF@P�LO�>K�FKKLS>QFLK�@LJMLKBKQ�

3LJB�OBPQ>RO>KQP�TFII�?B�GRADBA�LK�QEBFO�>J?F>K@B��LQEBOP�J>V

?B�GRADBA�LK�QEB�@OB>QFSFQV�LC�QEBFO�@RFPFKB��!KLQEBO�AFJBKPFLK

LC�CRK@QFLK>I�S>IRB�J>V�?B�OBI>QBA�QL�QEB�CFK>I�LRQ@LJBP

MOLAR@BA�?V�>�?RPFKBPP��!�ELPMFQ>I�JFDEQ�?B�BS>IR>QBA�?V�FQP

KRJ?BO�LC�PR@@BPPBP�FK�@>OOVFKD�LRQ�>�M>OQF@RI>O�PRODF@>I

MOL@BAROB�

�� -D8>6A�K6AJ: FKSLISBP�>�PBKPB�LC�OBI>QFLKPEFM�TFQE�LQEBO�DOLRMP

?V�RPFKD�FJ>DBP�LO�PVJ?LIP��4EFP�J>V�>MMB>O�QL�?B�>�O>QEBO

>?PQO>@Q�@LK@BMQ��?RQ�FQ�FP�RPBA�?V�J>KV�?RPFKBPPBP�FK�J>KV

��� 2L?BOQ�"��7 LLAORCC��b#RPQLJBO�6>IRB��4EB�.BUQ�3LRO@B

LC�#LJMBQFQFSB�!A S>KQ>DB��*LROK>I�LC�QEB�!@>ABJV�LC

->O HBQFKD�3@FBK@B�����KL�������� �	����� �

#E>MQBO���
�4EB�1RBPQ�CLO�6>IRB X��



T >VP��"LRQFNRB�@ILQEFKD�PQLOBP�LCQBK�QOV�QL�@LKSBV�>�@EF@�LO

QOBKAV�BKSFOLKJBK Q�PL�QE>Q�@RPQLJBOP�CBBI�QE>Q�QEBV�>OB�LK�QEB

@RQQFKD�BADB�LC�C>PEFLK��2LIBU�T>Q@EBP�QOV�QL�@LKSBV�QEB�PBKPB

QE>Q�QEBFO�LTKBOP�>OB�JBJ?BOP�LC�>K�B@LKLJF@�BIFQB�

2BPQ>RO>KQP�J>V�>IQBO�QEBFO�JBKRP�>KA�AB@LO>QFLKP�QL�OBCIB@Q�>

M>OQF@RI>O�BQEKF@�@RFPFKB��3LJB�?RPFKBPPBP�J>V�TFPE�QL�?B

FABKQFCFBA�TFQE�M>OQF@RI>O�@>RPBP��,L@>I�?RPFKBPPBP�J>V�PRMMLOQ

IL@>I�,FQQIB�,B>DRB�QB>JP��4EBV�J> V�MOLJLQB�CRKAO>FPFKD�CLO�>

M>OQF@RI>O�@E>OFQV�QE>Q�QEBV�PRMMLOQ��!�?RPFKBPP��PR@E�>P�"BK��

*BOOVaP�)@B�#OB>J��J> V�BJME>PFWB�>�@LJJF QJBKQ�QL�QEB

BKSFOLKJBK Q�LO�PRPQ>FK>?FIFQV�

�� � BDI>DC6A�K6AJ: FP�ABOFSBA�COLJ�QEB�>?FIFQV�QL�BSLHB�>K

BJLQFLK>I�LO�>K�>CCB@QFSB�OBPMLKPB��4EFP�@>K�@LSBO�>�TFAB

O>KDB�LC�BJLQFLK>I�OBPMLKPBP��)KPRO>K@B�@LJM>KFBP�>KA

PB@ROFQV�>I>OJ�?RPFKBPPBP�>OB�>?IB�QL�Q>M�FKQL�?LQE�CB>O�>KA�QEB

KBBA�CLO�PB@ROFQV�QL�MOLSFAB�S>IRB��3LJB�QEBJB�M>OHP

BJME>PFWB�QEB�BU@FQBJBKQ�QE>Q�@RPQLJBOP�TFII�BUMBOFBK@B�TFQE

>�O>KDB�LC�OFABP��!�OBPQ>RO>KQ�J>V�PBBH�QL�@OB>QB�>�OLJ>K QF@

BKSFOLKJBK Q�CLO�AFKBOP��4EFP�JFDEQ�BKQ>FI�QEB�MOBPBK@B�LC

JRPF@�LO�@>KAIBIFDEQ��3LJB�?RPFKBPPBP�QOV�QL�OBJFKA

@RPQLJBOP�LC�>�M>OQF@RI>O�BJLQFLK>I�PQ>QB��&LLA�@LJM>KFBP�>KA

OBPQ>RO>KQP�J>V�TFPE�QL�PQFJRI>QB�@EFIAELLA�JBJLOFBP�LO�QEB

@LJCLOQ�>PPL@F>QBA�TFQE�>�ELJB
@LLHBA�JB >I��( \>DBK
$ >WP�FP

@ROOBKQIV�MOLAR@FKD�>�IFKB�LC�>II
K>QRO>I�F@B�@OB>J�TF QE�>

IFJFQBA�KRJ?BO�LC�K>QRO>I�CI>SLOP��)Q�FP�ABPFDKBA�QL�>MMB>I�QL

@LKPRJBOPa�PBKPB�LC�KLPQ>IDF>���

�� � E>HI:B>8�K6AJ: FP�DBKBO>QBA�?V�>�PBKPB�LC�KLSBIQV�LO�PFJMIB

CRK��TEF@E�@>K�?B�ABOFSBA�?V�FKAR@FKD�@ROFLPFQV�LO�>�ABPFOB�QL

IB>OK�JLOB�>?LRQ�>�MOLAR@Q�LO�>�PBOSF@B��3QBT�,B LK>OAaP�?BD>K

FK�QEB�����P�>P�>�PJ>II�A>FOV�FK�.LOT >IH��#LKKB@QF@RQ��4LA>V��FQ

FP�>������JFIIFLK�MBO�VB>O�BKQBOMOFPB�LC�@LKPFPQFKD�LC�CLRO

��� b-> QRO>IFPJ�c�4OBKAT >Q@EFKD�@LJ��>@@BPPBA�*RKB���������

EQQM��� QOBKAT >Q@EFKD�@LJ �QOBKAP�J> QROF>IFPJ��

�� X#E>MQBO���
�4EB�1RBPQ�CLO�6>IRB



DOL@BOV�PQLOBP��)Q�E>P�?BBK�AFP@RPPBA�FK�J>GLO�J>K>DBJBKQ

QBUQ?LLHP��4EBPB�>@@LJMIFPEJBKQP�>OB�ARB�QL�QEB�ABPFOB�QL

QROK�DOL@BOV�PELMMFKD�FKQL�>�bCRKc�BUMBOFBK@B��3QBT�,B LK>OAaP

RPBP�>�MBQQFKD�WLL��>KFJ>QOLKF@�CFDROBP��>KA�@LPQRJBA

@E>O>@QBOP�QL�@OB>QB�>�RKFNRB�PELMMFKD�BKSFOLKJBK Q��4EBV�RPB

>�AFCCBOBKQ�CLOJ�LC�I>VLRQ�COLJ�LQEBO�DOL@BOV�PQLOBP�

#RPQLJBOP�>OB�OBNRFOBA�QL�CLIILT�>�CFUBA�M>QE�QE>Q�Q>HBP�QEBJ

QEOLRDE�QEB�BKQFOB�PQLOB��4ERP�@RPQLJBOP�>OB�BUMLPBA�QL�>II

FQBJP�FK�QEB�PQLOB��)K�������QEB V�TBOB�>T >OABA�>�'RFKKBPP�"LLH

T LOIA�OB@LOA�CLO�DBKBO>QFKD�JLOB�P>IBP�MBO�PNR>OB�CLLQ�QE>K

>KV�CLLA�PQLOB�FK�QEB�5KFQBA�3Q>QBP��� !KLQEBO�BU>JMIB�LC�>

?RPFKBPP�QE>Q�BJMILVP�BMFPQBJF@�S>IRB�FP�2LPBQQ>�3QLKB��>

@LJM>KV�QE>Q�PBIIP�I>KDR>DB
IB>OKFKD�PLCQT >OB��2LPBQQ>�3QLKB

BJME>PFWBP�QEB�B>PB�LC�IB>OKFKD�>KA�QEB�FJMLOQ>K@B�LC

>@NRFOFKD�CIRBK@V�FK�>KLQEBO�I>KDR>DB�QEOLRDE�FQP�FKKLS>QFSB

>MMOL>@E�

�� �DC9>I>DC6A�K6AJ: FP�ABOFSBA�COLJ�>�M>OQF@RI>O�@LKQBUQ�LO�>

PL@FL@RIQRO>I�PBQQFKD��->KV�?RPFKBPPBP�IB>OK�QL�AO>T�LK�PE>OBA

QO>AFQFLKP��PR@E�>P�ELIFA>VP��&LO�QEB�S>PQ�J>GLOFQV�LC�!JBOF@>KP�

4E>KHPDFSFKD�JB>KP�B>QFKD�QROHBV�TFQE�QEB�C>JFIV�

3RMBOJ>OHBQP�>KA�DOL@BOV�PQLOBP�OB@LDKFWB�QEFP�>KA�FK@OB>PB

QEBFO�FKSBKQLOV�LC�QROHBVP�>KA�LQEBO�CLLAP�>PPL@F>QBA�TFQE�QEFP

MBOFLA�LC�QEB�VB>O��( LIFA>VP�?B@LJB�>�?>PFP�CLO�J>KV�OBQ>FI

?RPFKBPPBP�QL�Q>M�FKQL�@LKAFQFLK>I�S>IRB�

!KLQEBO T>V ?RPFKBPPBP J>V QEFKH >?LRQ @LKAFQFLK>I S>IRB FP

QL FKQOLAR@B > CL@RP LK BJME>PFWFKD LO @OB>QFKD > PL@FL@RIQRO>I

@LKQBUQ� "RPFKBPP J>V T>KQ QL FKQOLAR@B > bQOF?>Ic BIBJBKQ FKQL

QEBFO @RPQLJBO ?>PB� ?V RPFKD BCCLOQP QE>Q @>RPB @RPQLJBOP QL

SFBT QEBJPBISBP >P > JBJ?BO LC > PMB@F>I DOLRM� !MMIB

#LJMRQBO ALBP QEFP NRFQB TBII� ->K V LTKBOP LC !MMIB

��� b#LJM>K V�3QLOV�c�3QBT�,B LK>OAP��>@@BPPBA�/ @QL?BO���

������T T T �PQBT IBLK>OAP�@LJ �E QJI�>?LRQ�@CJ�

#E>MQBO���
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@LJMRQBOP SFBT QEBJPBISBP >P > PMB@F>I ?OBBA PBQ >M>OQ COLJ

LQEBO @LJMRQBO RPBOP� 4EFP PBKPB LC PMB@F>I FABKQFQV EBIMP !MMIB

FK QEB P>IB LC FQP LQEBO BIB@QOLKF@ @LKPRJBO MOLAR@QP� 4EBV

OBFKCLO@B QEFP KLQFLK FK QEB ABPFDK >KA PBQRM LC !MMIB PQLOBP�

( >OIBV
$ >SFAPLK ALBP KLQ GRPQ PBII JLQLO@V@IBP� FQ PBIIP >

IFCBPQVIB� ( >OIBV
$ >SFAPLK >IPL E>P > IR@O>QFSB PFAB ?RPFKBPP

PBIIFKD >@@BPPLOFBP >KA >MM>OBI� 4EB @LJM>KV PRMMLOQP LTKBO

DOLRMP >OLRKA QEB TLOIA� !II L C QEFP OBFKCLO@BP� >JLKD FQP

@RPQLJBOP��>�PBKPB�LC�PE>OBA�FABKQFQV�

)Q PELRIA ?B OB>AFIV PBBK QE>Q QEBPB CFSB PLRO@BP LC S>IRB

?BKBCFQP >OB KLQ OFDLOLRPIV AFPQFK@Q COLJ B >@E LQEBO� ! KLQFLK LC

>BPQEBQF@P JFDEQ ?B >MMIFBA� FK AFCCBOBKQ T>VP� >@OLPP PBSBO>I LC

QEBPB S>IRB ?BKBCFQP� )Q >IPL PELRIA ?B L?SFLRP QE>Q KL ?RPFKBPP

PELRIA MI>K QL @LJMBQB LK QEB ?>PFP LC LKIV LKB PLRO@B LC S>IRB

?BKBCFQP� ,FHBTFPB� FQ J>V ?B FJMLPPF?IB CLO J>KV ?RPFKBPPBP�

M>OQF@RI>OIV PQ>OQ
RMP� QL >QQBJMQ QL RPB >II CFSB AFJBKPFLKP�

%>@E ?RPFKBPP� >CQBO FABKQFCVFKD FQP @RPQLJBO ?>PB� JRPQ

ABQBOJFKB�FQP�LTK�JFU�LC�QEBPB�S>IRB�?BKBCFQP�

!P MOBSFLRPIV MLFKQBA LRQ� QEB KLQFLK LC MBO@BFSBA @RPQLJBO

S>IRB E>P QT L @LJMLKBKQP_MBO@BFSBA S>IRB ?BKBCFQP >KA

MBO@BFSBA S>IRB @LPQP� 7EBK BU>JFKFKD QEB @LPQ @LJMLKBKQ�

@RPQLJBOP KBBA QL OB@LDKFWB QE>Q FQ FP JLOB QE>K GRPQ QEB @LPQ

LC MRO@E>PFKD > MOLAR@Q LO > PBOSF@B� 0BO@BFSBA @LPQ PELRIA >IPL

?B�PBBK�E>SFKD�JRIQFMIB�AFJBKPFLKP�

Components of Customer Value

�DB EDC:CIH�D;��JHIDB:G�0 6AJ:

�� X#E>MQBO���
�4EB�1RBPQ�CLO�6>IRB



0BO@BFSBA @LPQP @>K ?B PBBK >P ?BFKD JLKBQ>OV� QFJB� >KA MPV@EF@�

4EB BDC:I6GN 8DBEDC:CI LC MBO@BFSBA @LPQP PELRIA� FK QROK� ?B

?OLHBK ALTK FKQL FQP @LKPQFQRBKQ BIBJBKQP� /?SFLRPIV� QEB CFOPQ

@LJMLKBKQ FP QEB MRO@E>PB MOF@B LC QEB MOLAR@Q LO QEB PBOSF@B�

->K V TLRIA JFPQ>HBKIV QEFKH QE>Q QEFP FP QEB LKIV BIBJBKQ QL ?B

@LKPFABOBA >P M>OQ LC QEB @LPQ @LJMLKBKQ� 4EBV C>FI QL @LKPFABO

PBSBO>I LQEBO @LPQ @LJMLKBKQP QE>Q >OB NRFQB LCQBK LC BNR>I_FC KLQ

DOB>QBO_FJMLOQ>K@B QL @RPQLJBOP� ->KV @RPQLJBOP TFII @LKPFABO

QEB LMBO>QFKD @LPQ LC > MOLAR@Q LO > PBOSF@B� ! QBIBSFPFLK @>?IB

@LJM>KV J> V MOLJLQB >K FKQOLAR@QLOV LCCBO TFQE > SBOV ILT MOF@B

CLO QEB @>?IB ?LU >KA FQP FKPQ>II>QFLK� -LPQ @RPQLJBOP TFII @LKPFABO

QEB JLKQEIV CBBP CLO @>?IB PBOSF@B O>QEBO QE>K GRPQ ILLHFKD >Q QEB

FKPQ>II>QFLK @LPQ� 4EBV LCQBK RPB PBOSF@B @LPQP TEBK BS>IR>QFKD QEB

S>IRB MOLMLPFQFLK� #RPQLJBOP E>SB AFP@LSBOBA QE>Q QEBOB >OB EFDE

@LPQP >PPL@F>QBA TFQE PBOSF@FKD > MOLAR@Q� )C QEBOB >OB PBOSF@B @LPQP�

M>OQF@RI>OIV FC QEBV >OB EFAABK @LPQP� QEBK @RPQLJBOP TFII CFKA

PFDKFCF@>KQIV IBPP S>IRB COLJ QE>Q MOLAR@Q LO PBOSF@B� 4TL LQEBO

@LPQP >IPL KBBA QL ?B @LKPFABOBA� 3TFQ@EFKD @LPQ FP >PPL@F>QBA TFQE

JL SFKD COLJ LKB MOLSFABO QL >KLQEBO� )K PLJB M>OQP LC QEB @LRKQOV�

QEB @LPQ LC EB>QFKD LKBaP ELJB TFQE MOLM>KB D>P JFDEQ ?B

PFDKFCF@>KQIV IBPP QE>K RPFKD ELJB EB>QFKD LFI LK >K >KKR>IFWBA ?>PFP�

( LT BSBO� QEFP PTFQ@E COLJ EB >QFKD LFI QL MOLM>KB TLRIA OBNRFOB

QEB ELJBLTKBO QL FKPQ>II > KBT QVMB LC CROK>@B� 4E>Q @LPQ JFDEQ

ABQBO QEB ELJBLTKBO COLJ JL SFKD QL QEB @EB>MBO CLOJ LC BKBODV�

/MMLOQRKFQV @LPQ FKSLISBP PBIB@QFKD >JLKD >IQBOK>QFSB MRO@E>PBP�

! @RPQLJBO J>V ?B ILLHFKD >Q >K BUMBKPFSB MFB@B LC GBT BIOV QE>Q

EB TFPEBP QL ?RV CLO EFP TFCB� )C EB ?RVP QEB GBT BIOV� EB J>V E>SB

QL CLODL QEB MRO@E>PB LC > KBT QBIBSFPFLK� 4EB GBT BIOV TLRIA QEBK

#E>MQBO���
�4EB�1RBPQ�CLO�6>IRB X��



?B QEB LMMLOQRKFQV @LPQ CLO QEB QBIBSFPFLK� IFHBTFPB� QEB QBIBSFPFLK

T LRIA ?B QEB LMMLOQRKFQV @LPQ CLO QEB MFB@B LC GBT BIOV� 7 EBK

@LKPFABOFKD QEB @LPQ @LJMLKBKQ LC QEB S>IRB BNR>QFLK�

?RPFKBPPMBLMIB PELRIA SFBT B>@E @LPQ >P M>OQ LC >K FKQBDO>QBA

M>@H>DB QL ?B PBQ CLOQE ?BCLOB @RPQLJBOP� -LOB >KA JLOB @>O

AB>IBOPEFMP >OB QOVFKD QL TFK @RPQLJBOP ?V KLQ LKIV ILT BOFKD QEB

PQF@HBO MOF@B ?RQ >IPL LCCBOFKD ILT 
@LPQ LO COBB J>FKQBK>K@B AROFKD

>�PFDKFCF@>KQ�MLOQFLK�LC�QEB�IFCBQFJB�LC�QEB�SBEF@IB�

4EBPB JLKBQ>OV @LJMLKBKQP >OB TE>Q TB JLPQ LCQBK QEFKH LC TEBK

T B AFP@RPP QEB QBOJcost� >KA� LC @LROPB� QEBV TFII FKCIRBK@B QEB

AB@FPFLK LC @RPQLJBOP� ELT BSBO� QEBI>B: 8DB EDC:CI FP >IPL SFQ>I QL

QEB AB@FPFLK
J>HFKD MOL@BPP� #RPQLJBOP J>V E>SB QL BUMBKA QFJB

>@NRFOFKD FKCLOJ>QFLK >?LRQ QEB K>QROB LC QEB MOLAR@Q LO QEB PBOSF@B

LO J>HB @LJM>OFPLKP ?BQT BBK @LJMBQFKD MOLAR@QP >KA PBOSF@BP�

4FJB JRPQ ?B BUMBKABA QL >@NRFOB QEB MOLAR@Q LO QEB PBOSF@B�

4EFP KLQFLK LC QFJB TLRIA ?B >PPL@F>QBA TFQE IB>OKFKD TEBOB QEB

MOLAR@Q LO QEB PBOSF@B @LRIA ?B MRO@E>PBA� )Q TLRIA FK@IRAB QFJB

PMBKQ QO>SBIFKD QL QEB IL@>QFLK TEBOB QEB FQBJ TLRIA ?B MRO@E>PBA

LO QEB QFJB FQ Q>HBP QL E>SB QEB FQBJ ABIFSBOBA QL QEB @RPQLJBO�

/KB >IPL JRPQ @LKPFABO QEB QFJB QE>Q JFDEQ ?B OBNRFOBA QL IB>OK

ELT QL RPB QEB MOLAR@Q LO QEB PBOSF@B� !K V MOLAR@Q LO PBOSF@B TFQE

> PQBBM IB>OKFKD @ROSB JFDEQ ABQBO @RPQLJBOP COLJ MRO@E>PFKD FQ�

&FOJP @>K MOLSFAB >AAFQFLK>I S>IRB ?V OBAR@FKD QEB QFJB @LJMLKBKQ�

4EBV @LRIA PFJMIFCV >@@BPP QL QEB MOLAR@Q LO QEB PBOSF@B� 4EBV J> V

LCCBO > TFAB KRJ?BO LC IL@>QFLKP� %>PV
QL
RKABOPQ>KA FKPQOR@QFLKP

LO PFJMIF@FQV FK LMBO>QFLKP J>V OBAR@B QEB >JLRKQ LC QFJB QE>Q FP

OBNRFOBA�QL�IB>OK�ELT�QL�MOLMBOIV�RPB�QEB�MOLAR@Q�LO�QEB�PBOSF@B�

4EB EHN8=>8 8DBEDC:CI LC @LPQ @>K ?B >PPL@F>QBA TFQE QELPB

C>@QLOP QE>Q JFDEQ FKAR@B PQOBPP LK QEB @RPQLJBO� 4EBOB @>K ?B

PQOBPP >PPL@F>QBA TFQE CFKAFKD LO BS>IR>QFKD MOLAR@QP >KA PBOSF@BP�

)K >AAFQFLK� MOLAR@QP LO PBOSF@BP QE>Q >OB AFCCF@RIQ QL RPB LO OBNRFOB

> ILKD QFJB QL IB>OK ELT QL RPB MOLMBOIV @>K @>RPB PQOBPP LK

@RPQLJBOP� #>JM?BIIaP PLRM FKQOLAR@BA > JB>I MOLAR@Q @>IIBA

3LRMBO #LJ?LP� TEF@E @LKPFPQBA LC > P>KATF@E >KA > @RM LC PLRM�

�� X#E>MQBO���
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! Q C>@B S>IRB� LKB TLRIA QEFKH QE>Q QEFP TLRIA ?B > PR@@BPPCRI

MOLAR@Q� 5KCLOQRK>QBIV� QEBOB TBOB MOL?IBJP TFQE QEB ABJ>KAP QE>Q

QEFP MOLAR@Q MI>@BA LK QEB @RPQLJBO FK QBOJP LC MOBM>OFKD QEB JB>I�

4EB COLWBK PLRM QLLH QTF@B >P ILKD QL JF@OLT >SB >P >KQF@FM>QBA� >KA

QEB @LKPRJBO E>A QL OBMB>QBAIV FKPBOQ >KA OBJL SB ?LQE QEB PLRM

>KA�QEB�P>KATF@E�COLJ�QEB�JF@OLT >SB���

)K PRJJ>OV� ?RPFKBPP LTKBOP KBBA QL @LKPQ>KQIV @LKPFABO ELT

QEBV @>K BKE>K@B QEB ?BKBCFQP @LJMLKBKQ TEFIB OBAR@FKD QEB @LPQ

@LJMLKBKQP LC QEB S>IRB BNR>QFLK� 4EB Q>?IB ?BILT PRJJ>OFWBP

QEB PR?@LJMLKBKQP LC MBO@BFSBA S>IRB� QEB QVMBP LC CFOJP QE>Q

BJME>PFWB QELPB @LJMLKBKQP� >KA QEB >@QFSFQFBP QE>Q JFDEQ ?B

KB@BPP>OV�QL�BFQEBO�BKE>K@B�?BKBCFQP�LO�OBAR@B�@LPQP�

�DB EDC:CIH�D;�* :G8:>K:9��:C:;> I�6C9�* :G8:>K:9��DHI

��� #>ISFK�,��( LAL@H��7EV�3J>OQ�#LJM>KFBP�$L�$RJ?

4EFKDP��!JEBOPQ��.9 ��0OLJB QEBRP�"LLHP������	�����

#E>MQBO���
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�DB EDC:CI � HE:8IH � 8I>K>I>:H�ID��:A>K:G

�DB EDC:CIH�D;�* :G8:>K:9��:C:;> I

&RK@QFLK>I

d - B>PRO>?IB�NR>IFQV
d 0BOCLOJ>K@B
d 2BIF>?FIFQV
d 3RMMLOQ�KBQT LOH

d 1R>IFQV�>PPRO>K@B�FK�MOLAR@Q
>KA�PBOSF@BP

d 3RMBOFLO�MOLAR@Q�>KA
MOL@BPP�ABPFDK

d 3BIB@QFLK�LC�@LOOB@Q
>QQOF?RQBP

d !?FIFQV�QL�FJMOLSB�MOLAR@Q
>KA�LMBO>QFLKP

d ->K>DBJBK Q�LC�S>IRB�@E>FK

3L@F>I

d " RFIAP
FABKQFCF@>QFLK�TFQE
PL@F>I��BQEKF@��LO
@I>PP�DOLRM

d %JME>PFWB�IFCBPQVIB
d $BSBILMJBKQ�LC

FKQBO>@QFLK�>JLKD
MBLMIB

d " RFIA�?LKAP�TFQEFK
DOLRMP

d ->O HBQ�OBPB>O@E�@LOOB@QIV
FABKQFCFBP�@RPQLJBO�?>PB�P	

d !?FIFQV�QL�?RFIA�PL@F>I
@LJJRKF QV�>JLKD
@RPQLJBOP

%JLQFLK>I

d !PPFPQ�FK�J>HFKD
LKB�CBBI�DLLA
>?LRQ�QEBJPBISBP

d ! QQ>@EJBKQ�QL
MOLAR@Q�LO�PBOSF@B

d 0OLAR@BP�>�@E>KDB
FK�ELT�LQEBOP�PBB
QEB�RPBO

d 4ORPQT LOQEFKBPP
d 0OLCLRKA�@RPQLJBO

BUMBOFBK@B
d !BPQEBQF@P

d ->O HBQ�OBPB>O@E
RKABOPQ>KAP�MPV@ELILDF@>I
AFJBKPFLKP�LC�@RPQLJBO
?>PB�P	

d ->O HBQFKD�@LKQBKQ
BJME>PFWBP�ABPFOBA
MPV@ELILDF@>I�AFJBKPFLKP

d 2BIF>?FIFQV�?BQT BBK
J>OHBQFKD�JBPP>DB�>KA
ABIFSBOV

�� X#E>MQBO���
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�DB EDC:CI � HE:8IH � 8I>K>I>:H�ID��:A>K:G

%MFPQBJF@

d . LSBIQV
d &RK
d %SLHB�FKQBOBPQ�FK

MOLAR@Q�LO�PBOSF@B
d )KQBOBPQ�FK�IB>OKFKD
d 0OLAR@BP�>�TFIIFKD

PRPMBKPFLK�LC
AFP?BIFBC

d #OB>QFSB�MBOPLKKBI
d #OB>QFSB�MOLAR@Q�LO�MOL@BPP

ABSBILMJBKQ
d #LJJF QJBKQ�QL�FKKLS>QFLK
d 7FIIFKDKBPP�QL�BUMBOFJBKQ

#LKAFQFLK>I

d 0OLAR@BP�JB>KFKD
FK�>�PMB@FCF@
@LKQBUQ

d 4FBA�QL�M>OQF@RI>O
BSBKQP

d 4FBA�QL�ELIFA>VP
d $BJLKPQO>QBP

PL@F>I
OBPMLKPF?FIFQV

d &IBUF?FIFQV��@>K�>IQBO�MEVPF@>I
C>@FIFQFBP�LO�J>OHBQFKD
JBPP>DB�ABMBKAFKD�LK
@LKQBUQ	

d ->K>DBJBK Q�@LJJF QJBKQ
QL�OBPMLKPF?IB�>@QFLK

�DB EDC:CIH�D;�* :G8:>K:9��DHI

- LKBQ>OV

d 2BAR@B�MRO@E>PB
MOF@B

d 2BAR@B�LMBO>QFKD
@LPQP

d 2BAR@B
J>FKQBK>K@B�@LPQP

d 2BAR@B
LMMLOQRKFQV�@LPQP

d 3RMBOFLO�ABPFDK
d /MBO>QFLK>I�BCCF@FBK@V
d #LPQ�@LKQ>FKJBKQ
d 1R>IFQV�@LKQOLI�>KA

>PPRO>K@B
d %>PV�>@NRFPFQFLK

4FJB

d 2BAR@B�QFJB�QL
PB>O@E�CLO�MOLAR@Q
LO�PBOSF@B

d 2BAR@B�QFJB�QL
MRO@E>PB

d 2BAR@BA�IB>OKFKD
@ROSB

d " OL>A�AFPQOF?RQFLK�@E>KKBIP
d 7 B?
?>PBA�MRO@E>PFKD

LMQFLK
d 7 B?
?>PBA�FKCLOJ>QFLK
d 3RMBOFLO�ABPFDK

#E>MQBO���
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�DB EDC:CI � HE:8IH � 8I>K>I>:H�ID��:A>K:G

0PV@EF@

d 3FJMIFCFBA�RPB
d b#LJC LOQ>?IBc

CBBIFKD�TFQE�OBD>OA
QL�MOLAR@Q�LO
PBOSF@B�RPB

d 3RMBOFLO�ABPFDK
d !?FIFQV�QL�TOFQB�@IB>O

FKPQOR@QFLKP

Different CustomersÑDifferent Definitions

)Q FP > @IF@E] QL P>V QE>Q MBLMIB >OB AFCCBOBKQ� KLKBQEBIBPP� FQ FP QORB

QL > @BOQ>FK BUQBKQ� )C >II MBLMIB TBOB QLQ>IIV AFPQFK@Q FKAFSFAR>IP�

QEB KLQFLK LC @RPQLJBO S>IRB JFDEQ ?B >K FKQBOBPQFKD FKQBIIB@QR>I

BUBO@FPB� ?RQ FQ TLRIA ?B >?PLIRQBIV RPBIBPP COLJ QEB PQ>KAMLFKQ LC

?RPFKBPP ?B@>RPB FQ TLRIA ?B FJMLPPF?IB QL FABKQFCV > SBOV RKFNRB

ABCFKFQFLK LC S>IRB CLO BSBOV FKAFSFAR>I� &LOQRK>QBIV� >IQELRDE MBLMIB

>OB FKAFSFAR>IP� QEBV LCQBK LMBO>QB >P JBJ?BOP LC DOLRMP QE>Q PE>OB

PFJFI>O QO>FQP� FKPFDEQP� >KA FKQBOBPQP� 4EFP KLQFLK LC @RPQLJBOP ?BFKD

JBJ?BOP LC PLJB QVMB LC DOLRM ?B@LJBP QEB ?>PFP LC QEB @LK@BMQ

HKLTK >P ' 6G@:I H:<B:C I6I>DC� 4EFP FKSLISBP AFSFAFKD QEB J>OHBQ

FKQL PBSBO>I MLOQFLKP QE>Q >OB AFCCBOBKQ COLJ B >@E LQEBO��� )Q PFJMIV

FKSLISBP OB@LDKFWFKD QE>Q QEB J>OHBQ >Q I>ODB FP KLQ ELJLDBKBLRP�

4EBOB @>K ?B PBSBO>I AFJBKPFLKP >ILKD TEF@E > J>OHBQ J>V ?B

PBDJBKQBA� DBLDO>MEV� ABJLDO>MEF@P� MPV@ELDO>MEF@P� LO

MRO@E>PFKD ?BE>SFLO� 'B LDO>MEF@ PBDJBKQ>QFLK @>K ?B ALKB ?V

DIL?>I LO K>QFLK>I OBDFLK� MLMRI>QFLK PFWB LO ABKPFQV� LO BSBK @IFJ>QB�

$BJLDO>MEF@ PBDJBKQ>QFLK AFSFABP > J>OHBQ LK C>@QLOP PR@E >P

DBKABO� >DB� FK@LJB� B QEKF@FQV� LO L@@RM>QFLK� 0PV@ELDO>MEF@

��� b->OHBQ�3BDJBKQ>QFLK�c�. BQ-"!�" RPFKBPP�+KLT IBADB

#BKQBO��>@@BPPBA�/ @QL?BO����������T T T �KBQJ?>�@LJ �

J>OHBQFKD�J>OHBQ�PBDJBK Q>QFLK�

�� X#E>MQBO���
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PBDJBKQ>QFLK FP @>OOFBA LRQ LK AFJBKPFLKP QE>Q OBCIB@Q AFCCBOBK@BP

FK MBOPLK>IFQV� LMFKFLKP� S>IRBP� LO IFCBPQVIB� 0RO@E>PFKD ?BE>SFLO @>K

?B >KLQEBO ?>PFP CLO PBDJBKQ>QFLK� $FCCBOBK@BP >JLKD @RPQLJBOP

>OB ABQBOJFKBA ?>PBA LK > @RPQLJBOaP RP>DB LC QEB MOLAR@Q LO QEB

PBOSF@B� QEB COBNRBK@V LC MRO@E>PBP� QEB >SBO>DB S>IRB LC MRO@E>PBP�

>KA QEB PQ>QRP >P > @RPQLJBO_J>GLO MRO@E>PBO� CFOPQ
QFJB RPBO� LO

FKCOBNRBKQ @RPQLJBO� )K QEB ?RPFKBPP
QL
?RPFKBPP �"�"	

BKSFOLKJBK Q� LKB JFDEQ T>KQ QL PBDJBKQ @RPQLJBOP LK QEB ?>PFP LC

QEB�QVMB�LC�@LJM>KV�

->O HBQ PBDJBKQ>QFLK OB@LDKFWBP QE>Q KLQ >II MBLMIB LC QEB P>JB

PBDJBKQ >OB FABKQF@>I� FQ C>@FIFQ>QBP > ?BQQBO RKABOPQ>KAFKD LC QEB

KBBAP >KA T>KQP LC M>OQF@RI>O @RPQLJBO DOLRMP� 4EFP

@LJMOBEBKPFLK PELRIA BK>?IB > ?RPFKBPP QL MOLSFAB DOB>QBO

@RPQLJBO S>IRB� 4EBOB >OB PBSBO>I OB>PLKP TEV > PJ>II ?RPFKBPP

PELRIA ?B @LK@BOKBA TFQE J>OHBQ PBDJBKQ>QFLK� 4EB J>FK OB>PLK

@BKQBOP LK MOLSFAFKD ?BQQBO @RPQLJBO S>IRB� 4EFP J>V ?B QEB J>FK

PLRO@B LC @LJMBQFQFSB >AS>KQ>DB CLO > PJ>II ?RPFKBPP LSBO FQP I>ODBO

OFS>IP� 3BDJBKQ>QFLK J>V >IPL FKAF@>QB QE>Q > PJ>II ?RPFKBPP PELRIA

CL@RP LK M>OQF@RI>O PR?PBQP LC @RPQLJBOP� .LQ >II @RPQLJBOP >OB

BNR>IIV >QQO>@QFSB� 3LJB @RPQLJBOP J>V ?B QEB PLRO@B LC JLPQ LC

QEB MOLCFQP LC > ?RPFKBPP� TEFIB LQEBOP J>V OBMOBPBKQ > KBQ ILPP QL >

?RPFKBPP� 4EB OBNRFOBJBKQP CLO MOLSFAFKD S>IRB QL > CFOPQ
QFJB ?RVBO

J> V AFCCBO PFDKFCF@>KQIV COLJ QEB S>IRB KLQFLKP CLO ILKD QFJB� S>IRBA

@RPQLJBO� ! C>FIROB QL OB@LDKFWB AFCCBOBK@BP >JLKD @RPQLJBOP J>V

IB>A QL PFDKFCF@>KQ T>PQB LC OBPLRO@BP >KA JFDEQ BSBK ?B > QEOB>Q QL

QEB�SBOV�BUFPQBK@B�LC�>�CFOJ�

Key Takeaways

d %PPBKQF>I�QL�QEB�PR@@BPP�LC�>KV�?RPFKBPP�FP�QEB�KBBA�QL

@LOOB@QIV�FABKQFCV�@RPQLJBO�S>IRB�

d #RPQLJBO�S>IRB�@>K�?B�PBBK�>P�QEB�AFCCBOBK@B�?BQT BBK�>

@RPQLJBOaP�MBO@BFSBA�?BKBCFQP�>KA�QEB�MBO@BFSBA�@LPQP�

#E>MQBO���
�4EB�1RBPQ�CLO�6>IRB X��



d 0BO@BFSBA�?BKBCFQP�@>K�?B�ABOFSBA�COLJ�CFSB�S>IRB�PLRO@BP�

CRK@QFLK>I��PL@F>I��BJLQFLK>I��BMFPQBJF@��>KA�@LKAFQFLK>I�

d 0BO@BFSBA�@LPQP�@>K�?B�PBBK�>P�E>SFKD�QEOBB�BIBJBKQP�

JLKB Q>OV��QFJB��>KA�MPV@EF@�

d 4L�?BQQBO�MOLSFAB�S>IRB�QL�@RPQLJBOP��FQ�J>V�?B�KB@BPP>OV�QL

PBDJBKQ�QEB�J>OHBQ�

d ->O HBQ�PBDJBKQ>QFLK�@>K�?B�ALKB�LK�QEB�?>PFP�LC

ABJLDO>MEF@P��MPV@ELDO>MEF@P��LO�MRO@E>PFKD�?BE>SFLO�

Knowing Your Customers

4EB MBO@BFSBA S>IRB MOLMLPFQFLK LCCBOP > PFDKFCF@>KQ @E>IIBKDB QL

>KV ?RPFKBPP� )Q OBNRFOBP QE>Q > ?RPFKBPP E>SB > C>FOIV @LJMIBQB

RKABOPQ>KAFKD LC QEB @RPQLJBOaP MBO@BMQFLK LC ?BKBCFQP >KA @LPQP�

!IQELRDE J>OHBQ PBDJBKQ>QFLK J>V EBIM > ?RPFKBPP ?BQQBO

RKABOPQ>KA PLJB PBDJBKQP LC QEB J>OHBQ� QEB @E>IIBKDB FP PQFII

DBQQFKD QL RKABOPQ>KA QEB @RPQLJBO� )K J>K V @>PBP� @RPQLJBOP

QEBJPBISBP J>V E>SB AFCCF@RIQV FK @IB>OIV RKABOPQ>KAFKD TE>Q QEBV

MBO@BFSB >P QEB ?BKBCFQP >KA @LPQP LC >KV LCCBO� ( LT QEBK FP >

?RPFKBPP� M>OQF@RI>OIV > PJ>II ?RPFKBPP� QL FABKQFCV QEFP SFQ>I

OBNRFOBJBKQ� 4EB PFJMIB >KPTBO FP QE>Q > ?RPFKBPP JRPQ ?B LMBK

QL BSBOV LMMLOQRKFQV QL IFPQBK QL QEBKD>8: D; I=: 8JHIDB:G � 0 )�� �

4EFP J>V FKSLISB >@QFSBIV Q>IHFKD QL VLRO @RPQLJBOP LK > LKB
QL


LKB ?>PFP� >P FIIRPQO>QBA ?V 2L?BOQ "OLTK� QEB PJ>II ?RPFKBPP LTKBO

EFDEIFDEQBA >Q QEB ?BDFKKFKD LC QEFP @E>MQBO� )Q J>V FKSLISB LQEBO

JB QELAP LC PLIF@FQFKD CBBA?>@H COLJ V LRO @RPQLJBOP� PR@E >P

P>QFPC>@QFLK PROSBVP LO RPFKD QEB @LJM>KVaP TB?PFQB� "RPFKBPPBP J>V

BKD>DB FK J>OHBQ OBPB>O@E MOLGB@QP QL ?BQQBO RKABOPQ>KA QEBFO

�� X#E>MQBO���
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@RPQLJBOP LO BS>IR>QB MOLMLPBA KBT MOLAR@QP >KA PBOSF@BP�

2BD>OAIBPP LC TE>Q JB@E>KFPJ FP RPBA� FQ PELRIA PBOSB LKB

MROMLPB_QL ?BQQBO RKABOPQ>KA QEB KBBAP >KA T>KQP LC VLRO

@RPQLJBOP�

Research

'LLA O BPB>O@E FK QEB >OB> LC @RPQLJBO S>IRB PFJMIV JB>KP QE>Q

LKB JRPQ PQLM Q>IHFKD QL QEB @RPQLJBO_Q>IHFKD QEOLRDE AFPMI>VP�

>ASBOQFPFKD� >KA�LO > T B?PFQB� )Q JB>KP QE>Q LKB FP >IT >VP LMBK

QL IFPQBKFKD @>OBCRIIV QL QEB 6/#� !@ QFSB IFPQBKFKD FK QEB PBOSF@B LC

?BQQBO FABKQFCVFKD @RPQLJBO S>IRB JB>KP QE>Q LKB FP >IT >VP LMBK QL

QEB NRBPQFLK LC ELT VLRO ?RPFKBPP @>K ?BQQBO PLISB QEB MOL?IBJP LC

M>OQF@RI>O�@RPQLJBOP�

)C ?RPFKBPPBP >OB QL ?B@LJB ?B QQBO IFPQBKBOP� TE>Q PELRIA QEBV

?B IFPQBKFKD CLO� 7 E>Q QVMBP LC NRBPQFLKP PELRIA QEBV ?B >PHFKD

QEBFO @RPQLJBOP� "RPFKBPPBP PELRIA >AAOBPP QEB CLIILTFKD NRBPQFLKP

TEBK QEBV >QQBJMQ QL J>HB @RPQLJBO S>IRB QEB CL@RP LC QEBFO

BUFPQBK@B�

d 7 E>Q�KBBAP�LC�LRO�@RPQLJBOP�>OB�TB�@ROOBKQIV�JBBQFKD�

d 7 E>Q�KBBAP�LC�LRO�@RPQLJBOP�>OB�TB�@ROOBKQIV�C>FIFKD�QL�JBBQ�

d $L�LRO�@RPQLJBOP�RKABOPQ>KA�QEBFO�LTK�KBBAP�>KA�>OB�QEBV

>T >OB�LC�QEBJ�

d ( LT�>OB�TB�DLFKD�QL�FABKQFCV�QELPB�RKJBQ�@RPQLJBO�KBBAP�

d ( LT�>OB�TB�DLFKD�QL�IFPQBK�QL�QEB�6/#�

d ( LT�>OB�TB�DLFKD�QL�IBQ�QEB�@RPQLJBO�Q>IH�QL�RP�

d 7 E>Q�FP�QEB�@ROOBKQ�S>IRB�MOLMLPFQFLK�QE>Q�FP�ABPFOBA�?V

@RPQLJBOP�

d ( LT�FP�QEB�S>IRB�MOLMLPFQFLK�AFCCBOBKQ�CLO�AFCCBOBKQ�@RPQLJBOP�

d ( LT _BU>@QIV_FP�LRO�S>IRB�MOLMLPFQFLK�AFCCBOBKQ�COLJ�LRO

@LJMBQFQLOP�

d $L�)�HKLT�TE V�@RPQLJBOP�E>SB�IBCQ�LRO�?RPFKBPP�CLO�LRO

#E>MQBO���
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@LJMBQFQLOP�

Finding Your Customer

! Q QEB ?BDFKKFKD LC QEFP @E>MQBO� FQ T>P >ODRBA QE>Q VLRO @BKQO>I

CL@RP JRPQ ?B QEB @RPQLJBO� /KB @OFQF@>I T>V QE>Q QEFP JFDEQ ?B

>@EFBSBA FP ?V MOLSFAFKD > @RPQLJBO TFQE PRMBOFLO S>IRB� (LT BSBO�

@OB>QFKD QEFP S>IRB JRPQ ?B ALKB FK > T>V QE>Q >PPROBP QE>Q QEB

?RPFKBPP J>HBP JLKBV� /KB T >V LC ALFKD QEFP FP ?V FABKQFCVFKD

>KA PBIB@QFKD QELPB @RPQLJBOP TEL TFII ?B MOLCFQ>?IB� 3LJB E>SB

MRQ CLOQE QEB @LK@BMQ LC8JHIDB:G A>;:I>B: K 6AJ: ��& 0 �� > JB >PROB

LC QEB OBSBKRB DBKBO>QBA ?V > @RPQLJBO� QEB @LPQ DBKBO>QBA CLO

QE>Q M>OQF@RI>O @RPQLJBO� >KA QEB MOLGB@QBA OBQBKQFLK O>QB LC QE>Q

@RPQLJBO�LSBO�EFP�LO�EBO�IFCBQFJB���

4EFP @LK@BMQ FP MLMRI>O BKLRDE QE>Q QEBOB >OB IFCBQFJB S>IRB

@>I@RI>QLO QBJMI>QBP >S>FI>?IB LK QEB TB?� 4EBPB @>I@RI>QLOP ILLH >Q

QEB @LPQ LC >@NRFOFKD > @RPQLJBO >KA QEBK @LJMRQB QEBC:I EG:H:C I

K6AJ: LC QEB @RPQLJBO AROFKD EFP LO EBO IFCBQFJB� .BQ MOBPBKQ S>IRB

AFP@LRKQP QEB S>IRB LC CRQROB @>PE CILTP� )Q OB@LDKFWBP QEB QFJB S>IRB

LC JLKBV� 9LR @>K RPB LKB LC QT L JLABIP� > PFJMIB JLABI QE>Q

BU>JFKBP > PFKDIB MOLAR@Q LO > JLOB @LJMIBU JLABI TFQE >AAFQFLK>I

S>OF>?IBP� /KB LC QEB DOB>Q ?BKBCFQP LC @LKAR@QFKD @RPQLJBO IFCBQFJB

S>IRB >K>IVPFP FP @LJ?FKFKD FQ TFQE QEB KLQFLK LC J>OHBQ

PBDJBKQ>QFLK� 4EB RPB LC J>OHBQ PBDJBKQ>QFLK >IILTP CLO

��� *>@H�3@EJFA��b(LT�-R@E�!OB�9LRO�#RPQLJBOP�7LOQE��c

#>Q>ILD�!DB�����KL���������	������* LK>QELK�,BB�>KA

, >TOBK@B�&BF@H��b#LLMBO>QFKD�7LOA
L C
- LRQE�!CCB@QFLK

%PQFJ>QFKD�#RPQLJBO�,FCBQFJB�6>IRB�c�*LROK>I�LC

$ >Q>?>PB�->OHBQFKD�>KA�#RPQLJBO�3QO>QBDV

->K>DBJBK Q��������� 	���� �

�� X#E>MQBO���
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OB@LDKFWFKD QE>Q @BOQ>FK @I>PPBP LC @RPQLJBOP J>V MOLAR@B

PFDKFCF@>KQIV AFCCBOBKQ MOLCFQP AROFKD QEBFO IFCBQFJBP� .LQ >II

@RPQLJBOP�>OB�QEB�P>JB�

,B Q RP ILLH >Q > PFJMIB @>PB LC PBDJBKQ>QFLK ?>PBA LK ?BE>SFLO>I

C>@QLOP� 3LJB @RPQLJBOP J>HB JLOB COBNRBKQ MRO@E>PBP� QEBPB ILV>I

@RPQLJBOP J>V DBKBO>QB > AFPMOLMLOQFLK>QB @LKQOF?RQFLK QL > CFOJaP

LSBO>II MOLCFQ� )Q E>P ?BBK BPQFJ>QBA QE>Q LKIV �� MBO@BKQ LC !JBOF@>K

@RPQLJBOP E>SB ILV>IQV QL > PFKDIB OBQ>FIBO� VBQ QEBPB @RPQLJBOP

DBKBO>QB ?BQT BBK �� MBO@BKQ >KA �� MBO@BKQ LC OBQ>FI P>IBP���

,FHBTFPB� > IFCBQFJB
?>PBA B@LKLJF@ >K>IVPFP LC AFCCBOBKQ @RPQLJBO

PBDJBKQP J>V PELT QE>Q @BOQ>FK DOLRMP LC @RPQLJBOP >@QR>IIV @LPQ

JLOB�QE>K�QEB�OBSBKRBP�QE>Q�QEBV�DBKBO>QB�

( >SFKD PBDJBKQBA VLRO @RPQLJBOP� VLR TFII MOL?>?IV CFKA QE>Q

PLJB OBNRFOB JLOB E>KAELIAFKD AROFKD >KA >CQBO QEB P>IB� 3LJB

@RPQLJBO DOLRMP J>V KBBA VLR QL bQ>FILOc VLRO MOLAR@Q LO PBOSF@B

QL QEBFO KBBAP��� !P MOBSFLRPIV JBKQFLKBA� J>OHBQ PBDJBKQ>QFLK

@>K ?B ALKB >ILKD PBSBO>I AFJBKPFLKP� 4LA>V� PLJB CFOJP RPB A>Q>

JFKFKD QL ABQBOJFKB QEB ?>PFP LC PBDJBKQ>QFLK� ?RQ QE>Q LCQBK

OBNRFOBP BUQBKPFSB A>Q>?>PBP� PLCQT >OB� >KA PQ>QFPQF@F>KP� /KB

PFJMIB T>V QL PBDJBKQ VLRO @RPQLJBOP FP QEB @RPQLJBO S>IRB J>QOFU

QE>Q FP TBII PRFQBA CLO PJ>II OBQ>FI >KA PBOSF@B ?RPFKBPPBP� )Q RPBP

GRPQ QEOBB S>OF>?IBP� OB@BK@V� COBNRBK@V� >KA JLKBQ>OV S>IRB� )QP A>Q>

��� b,L V>IQV�0OLJLQFLKP�c�,FQQIB���+FKD�)KQBDO>QBA�->OHBQFKD

'O LRM��>@@BPPBA�$B@BJ?BO���������

T T T �IFQQIB>KAHFKD�@LJ �TEF QB=M>MBOP�

ILV>IQV=MOLJLQFLKP�MAC�

��� b$BQBOJFKFKD�9LRO�#RPQLJBO�0BOPMB@QFSB_#>K�9LR

3>QFPCV�4EBPB�#RPQLJBO�3BDJBKQP��c�"RPFKBPP����@LJ�

>@@BPPBA�/ @QL?BO����������?RPFKBPP����@LJ �?ILD� �

ABQBOJFKFKD
VLRO
@RPQLJBO
MBOPMB@QFSB
@>K
VLR


P>QFPCV
QEBPB
@RPQLJBO
PBDJBKQP�

#E>MQBO���
�4EB�1RBPQ�CLO�6>IRB X��



OBNRFOBJBKQP >OB ?>PF@� )Q KBBAP @RPQLJBO FABKQFCF@>QFLK� QEB A>QB

LC MRO@E>PB� >KA QEB QLQ>I >JLRKQ LC MRO@E>PB� 4EFP BK>?IBP LKB

QL B>PFIV @>I@RI>QB QEB >SBO>DB MRO@E>PB >JLRKQ LC B>@E @RPQLJBO�

&OLJ QEFP� VLR @>K @OB>QB MOLDO>JP QE>Q OB>@E LRQ QL M>OQF@RI>O

PBDJBKQP���

What Your Gut Tells You

4EB OLIB LC J>OHBQ OBPB>O@E T>P >IOB>AV AFP@RPPBA FK QEFP @E>MQBO�

&LO J>KV PJ>II ?RPFKBPPBP� M>OQF@RI>OIV SBOV PJ>II ?RPFKBPPBP�

CLOJ>I J>OHBQ OBPB>O@E J>V MLPB > MOL?IBJ� ) K J>K V PJ>II

?RPFKBPPBP� QEBOB J> V ?B > @LKCIF@Q ?BQT BBK AB@FPFLK
J>HFKD J>AB

LK > MOLCBPPFLK>I ?>PFP >KA AB@FPFLK
J>HFKD J>AB LK >K FKPQFK@QR>I

?>PFP��� 3LJB PJ>II ?RPFKBPP LTKBOP TFII >IT >VP AB@FAB ?>PBA LK >

DRQ FKPQFK@Q� 7B @>K MLFKQ QL J>KV FKPQ>K@BP FK TEF@E DRQ FKPQFK@Q

@LK@BOKFKD QEB MLPPF?IB PR@@BPP FK MOLAR@Q M>FA LCC� TEBOB>P >

CLOJ>I J>OHBQ OBPB>O@E BS>IR>QFLK JFDEQ @LKPFABO QEB MOLAR@Q QL ?B

>�KLKPQ>OQBO�

)K �� ��� #>IFCLOKF> P>IBPJ>K '>OV $>EI @>JB RM TFQE QEB FAB>

LC QEB FAB>I MBQ_> MBQ QE>Q TLRIA OBNRFOB JFKFJ>I @>OB >KA @LPQ

QL J>FKQ>FK� (B ABSBILMBA QEB FAB> LC QEB MBQ OL@H� 4EFP RKIFHBIV

@LK@BMQ ?B@>JB > C>A >KA > DOB>Q PR@@BPP CLO $>EI� +BK ( >HRQ>�

>IPL HKLTK >P $O� &>A� ABSBILMBA > QLV HKLTK >P QEB 7>IIT >IHBO FK

��� #I>RAFL�->O@RP��b!�0O>@QF@>I�VBQ�- B>KFKDCRI�!MMOL>@E�QL

#RPQLJBO�3BDJBKQ>QFLK�c�*LROK>I�LC�#LKPRJBO

->O HBQFKD�����KL��������� 	������

��� ->I@LIJ�'LLAJ>K��b 4EB�0ROPRFQ�LC�6>IRB�QEOLRDE

1R>IFQ>QFSB�->OHBQ�2BPB>O@E�c�1R>IFQ>QFSB�->OHBQ

2BPB>O@E��!K�)KQBOK>QFLK>I�*LROK>I����KL��������� 	������

�� X#E>MQBO���
�4EB�1RBPQ�CLO�6>IRB



����� ) Q PLIA LSBO ��� JFIIFLK RKFQP�� � 4EBPB >KA LQEBO C>A MOLAR@QP�

PR@E >P QEB #>??>DB 0>Q@E ALIIP >KA 2R?FHaP #R?B� >OB PL MB@RIF>O

QE>Q LKB TLRIA ?B E>OA
MOBPPBA QL QEFKH LC >KV J>OHBQFKD OBPB>O@E

QE>Q TLRIA E>SB FKAF@>QBA QE>Q QEBV TLRIA ?B SF>?IB� IBQ >ILKB J>GLO

PR@@BPPBP�

3LJB QFJBP FQ FP >K FPPRB LC E>SFKD > MOLAR@Q FAB> >KA HKLTFKD

TEBOB QEB @LOOB@Q J>OHBQ CLO QEB MOLAR@Q TFII ?B� *FII ,FQTFK @OB>QBA

Peas a Pie Pizza� TEF@E FP > K>QRO>I CLLA MFWW> MFB TFQE SBDBQ>?IBP

?>HBA FK QEB @ORPQ� 3EB HKBT QE>Q QEB ?BPQ MI>@B QL J>OHBQ EBO

RKFNRB MOLAR@Q TLRIA ?B FK QEB 3>K &O>K@FP@L >OB> TFQE FQP

>MMOB@F>QFLK�LC�LOD>KF@�CLLAP�� �

4EFP KLQFLK LC DLFKD TFQE LKBaP DRQ FKPQFK@Q FP KLQ IFJFQBA QL C>A

MOLAR@QP� 4EFKH LC QEB ?FOQE LC !MMIB #LJMRQBO� 4EB L?GB@QFSB

PFQR>QFLK T>P AB>IFKD TFQE > @LJM>KV TELPB QT L J>GLO BUB@RQFSBP

T BOB @LIIBDB AOLMLRQP� 4EB ?RPFKBPP T>P LMBO>QFKD LRQ LC QEB

D>O>DB LC QEB JLQEBO LC LKB LC QEBPB QT L BUB@RQFSBP� 4EBV TBOB

MOLAR@FKD > MOLAR@Q QE>Q RM QL QE>Q MLFKQ E>A LKIV > IFJFQBA KRJ?BO

LC EL??VFPQP >P > J>OHBQ� .LKB LC QEFP TLRIA >AA RM QL SBOV

>QQO>@QFSB MOLPMB@Q CLO FKSBPQJBKQ� 9LR @LRIA B>PFIV BKSFPFLK >

SBKQROB @>MFQ>IFPQ @LKPFABOFKD > MLPPF?IB FKSBPQJBKQ >PHFKD CLO >

J>OHBQ OBPB>O@E PQRAV QE>Q TLRIA FABKQFCV QEB Q>ODBQ J>OHBQ�P	 CLO

FQP @LJMRQBOP� .LKB BUFPQBA >Q QEB @LJM>KVaP ?FOQE� %SBK QLA>V�

QEBOB FP > PQOLKD FKAF@>QFLK QE>Q !MMIB ALBP KLQ OBIV EB>SFIV LK

CLOJ>I J>OHBQFKD OBPB>O@E� !P 3QBSB *L?P MRQ FQ� b)QaP KLQ >?LRQ MLM

@RIQROB� FQaP KLQ >?LRQ CLLIFKD MBLMIB� >KA FQaP KLQ >?LRQ @LKSFK@FKD

MBLMIB QE>Q QEBV T>KQ PLJBQEFKD QEBV ALKaQ� 7B CFDROB LRQ TE>Q TB

� �� b7 E>Q�!OB�7 >@HV�7>II7 >IHBOP��c�$O&>A�@LJ��>@@BPPBA

$B@BJ?BO����������T T T �AOC>A�@LJ �C>A=C>@QP�

T >IIT >IHBO�EQJ�

� �� 3RP>K�3JFQE�(BKAOF@HPLK��b-FKFKD�(BO�0B>P�>KA�#>OOLQP

7FKP�)KSBPQLOP�c�-FPPFPPFMMF�"RPFKBPP�*LROK>I�����KL����

����� 	��3��

#E>MQBO���
�4EB�1RBPQ�CLO�6>IRB X��



T >KQ� !KA ) QEFKH TBaOB MOBQQV DLLA >Q E>SFKD QEB OFDEQ AFP@FMIFKB

QL QEFKH QEOLRDE TEBQEBO > ILQ LC LQEBO MBLMIB >OB DLFKD QL T>KQ

FQ� QLL� 4E>QaP TE>Q TB DBQ M>FA QL AL� 3L VLR @>KaQ DL LRQ >KA >PH

MBLMIB� VLR HKLT � TE>QaP QEB KBUQ ?FD ;QEFKD�< 4EBOB FP > DOB>Q NRLQB

?V ( BKOV &LOA� OFDEQ� ( B P>FA� b)C ) E>A >PHBA J V @RPQLJBOP TE>Q

QEBV�T>KQBA��QEBV�TLRIAaSB�QLIA�JB�!̀�C>PQBO�ELOPB�ac��

The Voice of the CustomerÑQFD

+J6A>IN ;JC8I>DC 9:EADNB:C I � )  � � FP >K >MMOL>@E QE>Q FP JB>KQ

QL Q>HB QEB 6/# @ LK@BMQ PBOFLRPIV >KA RPBP FQ QL EBIM ABPFDK KBT

MOLAR@QP >KA PBOSF@BP LO FJMOLSB BUFPQFKD LKBP� )Q FP >K >MMOL>@E

QE>Q T>P FKFQF>IIV ABSBILMBA FK *>M>K CLO J>KRC>@QROFKD >MMIF@>QFLKP�

)Q PBBHP bQL QO>KPCLOJ RPBO ABJ>KAP FKQL ABPFDK NR>IFQV� QL ABMILV

QEB CRK@QFLKP CLOJFKD NR>IFQV� >KA QL ABMILV JBQELAP CLO >@EFBSFKD

QEB ABPFDK NR>IFQV FKQL PR?PVPQBJP >KA @LJMLKBKQ M>OQP� >KA

RIQFJ>QBIV QL PMB@FCF@ BIBJBKQP�c�� 4L MRQ FQ JLOB @IB>OIV� 1 &$ Q>HBP

QEB ABPFOBP LC @LKPRJBOP >KA BUMILOBP ELT T BII QEB FKAFSFAR>I

>@QFSFQFBP LC QEB ?RPFKBPP >OB JBBQFKD QELPB ABPFOBP� )Q >IPL @LKPFABOP

ELT @LJM>KV >@QFSFQFBP FKQBO>@Q TFQE B>@E LQEBO >KA ELT T BII QEB

@LJM>KV FP JBBQFKD QELPB @RPQLJBO ABPFOBP TFQE OBPMB@Q QL QEB

@LJMBQFQFLK� )Q >@EFBSBP >II QEBPB BKAP QEOLRDE QEB JB>KP LC >

P@EBJ>QF@� PBB ?BILT � TEF@E FP HKLTK >P QEB ELRPB LC NR>IFQV� 4EB

��� !I>FK�" OBFII>QQ��b9LR�#>KaQ�)KKLS>QB�,FHB�!MMIB�c�0O>DJ>QF@

->O HBQFKD����KL�����>@@BPPBA�/ @QL?BO���������

T T T �MO>DJ>QF@J>OHBQFKD�@LJ �MR?IF@>QFLKP�J>D>WFKB�

� �� �V LR=@>KQ=FKKLS>QB=IFHB=>MMIB�

��� 9LGF�!H>L��1R>IFQV�&RK@QFLK�$BMILVJBKQ��)KQBDO>QFKD

#RPQLJBO�2BNRFOBJBKQP�FKQL�0OLAR@Q�$BPFDK��.BT�9 LOH�

0OLAR@QFSFQV�0OBPP������ 	���� �

�� X#E>MQBO���
�4EB�1RBPQ�CLO�6>IRB



P@EBJ>QF@ MOLSFABP QEB ?>@H?LKB CLO QEB BKQFOB 1&$ MOL@BPP� !

@LJMOBEBKPFSB ABPFDK MOL@BPP J>V RPB PBSBO>I ELRPBP LC NR>IFQV�

JL SFKD COLJ QEB CFOPQ ELRPB� TEF@E @LK@BKQO>QBP LK QEB FKFQF>I

PMB@FCF@>QFLK LC @RPQLJBO ABPFOBP� >II QEB T>V ALTK QL ABSBILMFKD >

ELRPB QE>Q CL@RPBP LK QEB PMB@FCF@>QFLK CLO M>OQP LO MOL@BPPBP� !KV

ELRPB�FP�@LJMLPBA�LC�PBSBO>I�@LJMLKBKQP�

d �JHIDB:G�G :FJ>G:B:C IH��I=: whats�� ( BOB�VLR�FABKQFCV�QEB

BIBJBKQP�ABPFOBA�?V�@RPQLJBOP��QEFP�PB@QFLK�>IPL�@LKQ>FKP�QEB

OBI>QFSB�FJMLOQ>K@B�LC�QEBPB�KBBAP�>P�FABKQFCFBA�?V�@RPQLJBOP�

d � C<>C::G>C<�8=6G68I:G>HI>8H��I=: hows�� 4EFP�FP�QEB�JB>KP�?V

TEF@E�>K�LOD>KFW>QFLK�PBBHP�QL�JBBQ�@RPQLJBO�KBBAP�

d , :A6I>DCH=>E�B6IG>M�4EFP�FIIRPQO>QBP�QEB�@LOOBI>QFLKP�>JLKD

@RPQLJBO�OBNRFOBJBKQP�>KA�BKDFKBBOFKD�@E>O>@QBOFPQF@P��4EB

ABDOBB�LC�QEB�@LOOBI>QFLK�J>V�?B�OBMOBPBKQBA�?V�AFCCBOBKQ

PVJ?LIP�

d T, DD; U�D;�I=:�=DJH:� 4EFP�PB@QFLK�FIIRPQO>QBP�QEB�@LOOBI>QFLKP

>JLKD�QEB�BKDFKBBOFKD�@E>O>@QBOFPQF@P�>KA�OBSB>IP�PVKBODFBP

QE>Q�JFDEQ�BUFPQ�>JLKD�QEB�BKDFKBBOFKD�@E>O>@QBOFPQF@P�

d �DB E:I>I>K:�6HH:HHB:CI�B6 IG>M�4EFP�FP�RPBA�QL�BS>IR>QB�QEB

MLPFQFLK�LC�>�?RPFKBPP�TFQE�OBPMB@Q�QL�FQP�@LJMBQFQFLK�

d T�6H:B:C I�U4EFP�PB@QFLK�FP�RPBA�CLO�>PPBPPFKD�QEB�BKDFKBBOFKD

@E>O>@QBOFPQF@P�LO�PBQQFKD�Q>ODBQ�S>IRBP��4EB�b?>PBJBKQc

BK>?IBP�M>OQF@FM>KQP�QL�FKPQ>KQIV�PBB�QEB�OBI>QFSB�?BKBCFQP�LC�QEB

>@QFSFQFBP�RKABOQ>HBK�?V�>�@LJM>KV�FK�JBBQFKD�@LKPRJBO

ABPFOBP�?V�JRIQFMIVFKD�QEB�S>IRBP�FK�B>@E�@BII�?V�QEB�TBFDEQ�LC

QEB�bTEVc�>KA�QEBK�>AAFKD�QEB�S>IRBP�QLDBQEBO�

" DJH:�D;�+J6A>IN

#E>MQBO���
�4EB�1RBPQ�CLO�6>IRB X��



!IQELRDE FQ JFDEQ FKFQF>IIV >MMB>O QL ?B @LJMIBU� 1&$ MOLSFABP J>KV

?BKBCFQP� FK@IRAFKD QEB CLIILTFKD� ��	 OBAR@BP QFJB >KA BCCLOQ AROFKD

QEB ABPFDK ME>PB� ��	 OBAR@BP >IQBO>QFLKP FK ABPFDK� �� 	 OBAR@BP QEB

BKQFOB ABSBILMJBKQ QFJB� �� 	 OBAR@BP QEB MOL?>?FIFQV LC FKBMQ ABPFDK�

��	 >PPFPQP FK QB>J ABSBILMJBKQ� >KA �� 	 EBIMP >@EFBSB @LJJLK

@LKPBKPRP���

5KCLOQRK>QBIV� 1 &$ FP JLPQ LCQBK >PPL@F>QBA TFQE J>KRC>@QROFKD�

&BT OB>IFWB QE>Q FQ E>P CLRKA TFAB >@@BMQ>K@B FK J>KV LQEBO

>OB>P_PLCQT >OB ABSBILMJBKQ� PBOSF@BP� BAR@>QFLK� >JRPBJBKQ

M>OHP� OBPQ>RO>KQP� >KA CLLA PBOSF@BP� �&LO BU>JMIBP LC QEBPB

>MMIF@>QFLKP LC 1&$� DL QLEQQM��� T T T �J>WRO�KBQ�MR?IFPEB�EQJ�	

&ROQEBO� @LJM>KV PFWB PELRIA KLQ ?B PBBK >P > IFJFQ>QFLK QL FQP

��� 'BOPLK�4LKQFKF��b$BMILVJBKQ�LC�#RPQLJBO�.BBAP�FK�QEB

1 &$�5 PFKD�>�-LAFCFBA�+>KL�- LABI�c�*LROK>I�LC�QEB

!@>ABJV�LC�"RPFKBPP�>KA�%@LKLJF@P����KL��������� 	�

�� X#E>MQBO���
�4EB�1RBPQ�CLO�6>IRB



MLPPF?IB >MMIF@>QFLK� 4EB 1&$ >MMOL>@E� FK > PFJMIFCFBA CLOJ� @>K ?B

B>PFIV >KA PR@@BPPCRIIV RPBA ?V >KV ?RPFKBPP OBD>OAIBPP LC FQP PFWB���

)QP SFPR>I K>QROB J>HBP FQ BUQOBJBIV B>PV QL @LJMOBEBKA� >KA FQ @>K

@LKSBV QL >II JBJ?BOP LC QEB ?RPFKBPP QEB OBI>QFSB FJMLOQ>K@B LC QEB

BIBJBKQP�>KA�TE>Q�QEBV�AL�QL�EBIM�JBBQ�@RPQLJBOPa�BUMB@Q>QFLKP�

- >BEA>;>:9�"DJH:�D;�+J6A>IN�;DG�6�,:HI6JG6CI

��� 'IBK�->WRO��b1 &$�CLO�3J>II�" RPFKBPP��!�3ELOQ@RQ

QEOLRDE�QEB�->WB�LC�->QOF@BPc��M>MBO�MOBPBKQBA�>Q�QEB

3FUQE�3VJMLPFRJ�LK�1R>IFQV�&RK@QFLK�$BMILVJBKQ��.LSF�

-)��*RKB����� 	�

#E>MQBO���
�4EB�1RBPQ�CLO�6>IRB X� �



Gathering Feedback and Listening to the
Customer

!IQELRDE PLJB PR@@BBA ?V IFPQBKFKD QL QEBFO FKPQFK@QP_QEBFO FKKBO

SLF@BP_FQ FP EFDEIV >ASFP>?IB CLO >II ?RPFKBPPBP QL ?B MOL>@QFSB FK

�� X#E>MQBO���
�4EB�1RBPQ�CLO�6>IRB



QOVFKD QL IFPQBK QL QEB 6/#� ,FPQBKFKD QL QEB @RPQLJBO FP QEB ALJ>FK

LC J>OHBQ OBPB>O@E� (LT BSBO� FQ PELRIA KLQ ?B PROMOFPFKD QE>Q J>KV

PJ>II ?RPFKBPPBP E>SB PBSBOB OBPLRO@B @LKPQO>FKQP QE>Q J>HB FQ

AFCCF@RIQ CLO QEBJ QL RPB @LJMIBU >KA PLMEFPQF@>QBA J>OHBQFKD >KA

J>OHBQ OBPB>O@E >MMOL>@EBP��� 4L PLJB BUQBKQ� QEFP FP @E>KDFKD

TFQE QEB FKQOLAR@QFLK LC MLT BOCRI� VBQ OBI>QFSBIV ILT @LPQ� TB?
?>PBA

QLLIP� >KA PL@F>I JBAF>� !KLQEBO OBPQOF@QFLK QE>Q > PJ>II ?RPFKBPP

J> V C>@B FK QEB >OB> LC J>OHBQFKD FP QE>Q QEB LTKBOaP J>OHBQFKD PHFIIP

>KA HKLT IBADB J>V KLQ ?B SBOV BUQBKPFSB� 4EB LTKBOP LC PR@E CFOJP

J> V LMQ CLO PBSBO>I QVMBP LC PLIRQFLKP� 4EBV J> V QOV QL JFJF@ QEB

J>OHBQFKD QB@EKFNRBP BJMILVBA ?V I>ODBO LOD>KFW>QFLKP� AO>TFKD

LK TE>Q T>P GRPQ JBKQFLKBA� 4EBV J> V LMQ CLO PLMEFPQF@>QBA ?RQ

B>PV QL RPB >K>IVQF@>I QLLIP� LO QEBV J> V GRPQ PFJMIV Q>HB J>OHBQFKD

QLLIP >KA QB@EKFNRBP >KA >MMIV QEBJ QL QEB PJ>II ?RPFKBPP

BKSFOLKJBK Q���

4EB JLPQ ?>PF@ >KA L?SFLRP T>V QL IFPQBK QL @RPQLJBOP FP ?V

Q>IHFKD QL QEBJ� !II ?RPFKBPPBP PELRIA PRMMLOQ MOLDO>JP FK TEF@E

BJMILVBBP Q>IH QL @RPQLJBOP >KA QEBK OB@LOA TE>Q QEBV E>SB QL P>V

>?LRQ QEB MOLAR@Q LO QEB PBOSF@B� )Q FP FJMLOQ>KQ QL @BKQO>IFWB QEBPB

L?PBOS>QFLKP�

/QEBO T>VP LC IFPQBKFKD QL @RPQLJBOP >OB QEOLRDE @LJJBK Q @>OAP

>KA M>MBO >KA LKIFKB PROSBVP� 4EBPB >MMOL>@EBP E>SB QEBFO

PQOBKDQEP >KA IFJFQ>QFLKP� 2BD>OAIBPP LC QEBPB IFJFQ>QFLKP� QEBV AL

MOLSFAB >K FKPFDEQ FKQL VLRO @RPQLJBOP� !KLQEBO T>V LKB @>K D>QEBO

FKCLOJ>QFLK >?LRQ @RPQLJBOP FP QEOLRDE ILV>IQV MOLDO>JP� ,L V>IQV

��� $ >SFA�#>OPLK��3Q>KIBV�#OLJFB��0>ROF@�-@'L T >K��*FJJ V

( FII��->OHBQFKD�>KA�%KQOBMOBKBROPEFM�FK�3J>II�>KA

-FAPFWB�%KQBOMOFPBP��(BJBI�( BJMPQB>A��5+��0OBKQF@B


( >II������	������

��� ->I@LIJ�'LLAJ>K��b 4EB�0ROPRFQ�LC�6>IRB�QEOLRDE

1R>IFQ>QFSB�->OHBQ�2BPB>O@E�c�1R>IFQ>QFSB�->OHBQ

2BPB>O@E��!K�)KQBOK>QFLK>I�*LROK>I����KL��������� 	������

#E>MQBO���
�4EB�1RBPQ�CLO�6>IRB X��



MOLDO>JP >OB RPBA ?V �� MBO@BKQ LC 53 ELRPBELIAP��� 3L@F>I JBAF>

LMQFLKP LCCBO > QOBJBKALRP LMMLOQRKFQV QL KLQ LKIV IFPQBK QL VLRO

@RPQLJBO ?RQ >IPL BKD>DB FK >K >@QFSB AF>ILD QE>Q @>K ?RFIA >

PRPQ>FK>?IB�OBI>QFLKPEFM�TFQE�@RPQLJBOP�

Key Takeaways

d " RPFKBPPBP�JRPQ�?B@LJB�MOL>@QFSB�FK�>QQBJMQFKD�QL�FABKQFCV

QEB�S>IRB�MOLMLPFQFLK�LC�QEBFO�@RPQLJBOP��4EBV�JRPQ�HKLT�EL T

QL�IFPQBK�QL�QEB�6/#�

d " RPFKBPPBP�JRPQ�J>HB�BSBOV�BCCLOQ�QL�FABKQFCV�QEB�RKJBQ�KBBAP

LC�QEBFO�@RPQLJBOP�

d " RPFKBPPBP�PELRIA�OB@LDKFWB�QE>Q�@RPQLJBO�PBDJBKQ>QFLK

T LRIA�BK>?IB�QEBJ�QL�?BQQBO�MOLSFAB�@RPQLJBO�S>IRB�QL�QEBFO

S>OFLRP�@RPQLJBOP�

d " RPFKBPPBP�PELRIA�QEFKH�FK�QBOJP�LC�@LJMRQFKD�QEB�@RPQLJBO

IFCBQFJB�S>IRB�TFQEFK�AFCCBOBKQ�@RPQLJBO�PBDJBKQP�

d )KQRFQFLK�@>K�MI>V�>K�FJMLOQ>KQ�OLIB�FK�QEB�ABSBILMJBKQ�LC�KBT

MOLAR@QP�>KA�PBOSF@BP�

d 4LLIP�>KA�QB@EKFNRBP�PR@E�>P�1&$�>PPFPQ�FK�QEB�ABPFDK�LC

MOLAR@QP�>KA�PBOSF@BP�PL�QE>Q�>�?RPFKBPP�J>V�?B�?BQQBO�>?IB�QL

JB BQ�@RPQLJBO�BUMB@Q>QFLKP�

d )KKLS>QFLK�@>K�MI>V�>�HBV�OLIB�FK�@OB>QFKD�@LJMBQFQFSB

>AS>KQ>DB�CLO�PJ>II�?RPFKBPPBP�

d )KKLS>QFLK�ALBP�KLQ�OBNRFOB�>�ERDB�FKSBPQJBKQ��FQ�@>K�?B�ALKB

?V�PJ>II�CFOJP�?V�MOLJLQFKD�@OB>QFSFQV�QEOLRDELRQ�QEB

LOD>KFW>QFLK�

d 3J>II�?RPFKBPPBP�JRPQ�?B�LMBK�QL�KBT�PL@F>I�>KA�@LKPRJBO

QOBKAP��2B>AFIV�>S>FI>?IB�QB@EKLILDV�@>K�EBIM�QEBJ�FK

��� 3E>IIBB�&FQWDBO>IA��b)QaP�FK�QEB�#>OAP�c�#>K>AF>K�'OL@BO

�����KL���������� �����	���� �
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�4EB�1RBPQ�CLO�6>IRB



FABKQFCVFKD�PR@E�QOBKAP�

Sources of Business Ideas

3J>II ?RPFKBPPBP E>SB >IT >VP ?BBK > AOFSBO LC KBT MOLAR@QP >KA

PBOSF@BP� ->KV MOLAR@QP >KA FKSBKQFLKP QE>Q TB JFDEQ @LJJLKI V

>PPL@F>QB TFQE I>ODB ?RPFKBPPBP TBOB LOFDFK>IIV @OB>QBA ?V PJ>II

?RPFKBPPBP� FK@IRAFKD >FO
@LKAFQFLKBOP� ">HBIFQB� QEB &- O>AFL� QEB

DVOL@LJM>PP� QEB EFDE OBPLIRQFLK @LJMRQBA >UF>I QLJLDO>MEV

P@>KKBO� QEB LRQ?L>OA BKDFKB� QEB M>@BJ>HBO� QEB MBOPLK>I

@LJMRQBO� COLWBK CLLA� QEB P>CBQV O>WLO� PLCQ @LKQ>@Q IBKPBP� >KA QEB

WFMMBO��� 4EFP @OB>QFSFQV >KA FKKLS>QFSB @>M>?FIFQV MOL?>?IV PQBJP

COLJ QEB C>@Q QE>Q PJ>IIBO ?RPFKBPPBP� TEF@E J>V I>@H BUQBKPFSB

CFK>K@F>I OBPLRO@BP� ?ROB>R@O>QF@ OBPQO>FKQP� LO MEVPF@>I OBPLRO@BP�

J> V CFKA > @LJMBQFQFSB BADB ?V MOLSFAFKD @RPQLJBOP S>IRB ?V

LCCBOFKD KBT MOLAR@QP >KA PBOSF@BP� )Q FP QEBOBCLOB FJMLOQ>KQ QL

@LKPFABO ELT PJ>II ?RPFKBPPBP @>K CLPQBO > @LJJF QJBKQ QL

@OB>QFSFQV�>KA�FKKLS>QFLK�

��� *BOOV�+>QW�>KA�2F@E>OA�'O BBK��%KQOBMOBKBROF>I�3J>II

" RPFKBPP���KA�BA���. BT�9 LOH��- @'O >T 
( FII������ 	���� �
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Creativity and Innovation

/KB T >V PJ>IIBO CFOJP J>V @LJMBQB TFQE QEBFO I>ODBO OFS>IP FP ?V

?BFKD ?BQQBO >Q QEB MOL@BPP LC FKKLS>QFLK� TEF@E FKSLISBP @OB>QFKD

PLJBQEFKD QE>Q FP KBT >KA AFCCBOBKQ� )Q KBBA KLQ ?B IFJFQBA QL QEB

@OB>QFLK LC KBT MOLAR@QP >KA PBOSF@BP�#CCDK6I>DC@>K FKSLISB KBT

T >VP FK TEF@E > MOLAR@Q LO > PBOSF@B JFDEQ ?B RPBA� )Q @>K FKSLISB

KBT T >VP LC M>@H>DFKD > MOLAR@Q LO > PBOSF@B� )KKLS>QFLK @>K ?B

>PPL@F>QBA TFQE FABKQFCVFKD KBT @RPQLJBOP LO KBT T >VP QL OB>@E

@RPQLJBOP� 4L MRQ FQ PFJMIV� FKKLS>QFLK @BKQBOP LK CFKAFKD KBT T >VP

QL�MOLSFAB�@RPQLJBO�S>IRB�

!IQELRDE PLJB T LRIA >ODRB QE>Q QEBOB FP > AFCCBOBK@B ?BQT BBK

@OB>QFSFQV >KA FKKLS>QFLK� LKB TLRIA ?B E>OA
MOBPPBA QL >ODRB QE>Q

@OB>QFSFQV FP KLQ OBNRFOBA QL MOLAR@B FKKLS>QFSB JB >KP LC

@LKPQOR@QFKD @RPQLJBO S>IRB� !K BKQFOB @E>MQBO� BSBK >K BKQFOB

?LLH� @LRIA ?B ABSLQBA QL CLPQBOFKD @OB>QFSFQV FK > PJ>II ?RPFKBPP�

4EFP QBUQ TFII Q>HB > AFCCBOBKQ QO>@H� FQ TFII ILLH >Q QELPB C>@QLOP QE>Q

JFDEQ FKEF?FQ LO HFII @OB>QFSFQV� !IB U>KABO (F>J ����� 	 FABKQFCFBA KFKB

C>@QLOP�QE>Q�@>K�FJMBAB�QEB�@OB>QFSB�JFKA
PBQ�FK�LOD>KFW>QFLKP���

��  6>AJG:�ID�6H@�FJ:HI>DCH�3J>II
?RPFKBPP�LTKBOP�>KA�QEBFO

BJMILVBBP�LCQBK�C>FI�QL�>PH�QEB�OBNRFOBA why
QVMB�NRBPQFLKP�

��  6>AJG:�ID�G:8DG9�>9:6H�)Q�ALBP�KLQ�EBIM�FC�FKAFSFAR>IP�FK�>K

LOD>KFW>QFLK�>OB�@OB>QFSB�>KA�MOLAR@B�>�I>ODB�KRJ?BO�LC�FAB>P

?RQ�LQEBO�JBJ?BOP�LC�QEB�LOD>KFW>QFLK�@>KKLQ�BS>IR>QB�QEBPB

FAB>P��4EBOBCLOB��FQ�FP�FJMLOQ>KQ�CLO�VLR�QL�OB@LOA�>KA�PE>OB

FAB>P�

��  6>AJG:�ID�G:K>H>I�>9:6H� /KB�L C�QEB�?BKBCFQP�LC�OB@LOAFKD�FAB>P

FP�QE>Q�FC�QEBV�>OB�KLQ�FJJBAF>QBIV�FJMIBJBKQBA��QEBV�J> V

?B@LJB�SF>?IB�>Q�PLJB�MLFKQ�FK�QEB�CRQROB�

��� !IB U>KABO�(F>J��#OB>QFSFQV��!JEBOPQ��-!��(2$�0O BPP�

���� 	����
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�4EB�1RBPQ�CLO�6>IRB



��  6>AJG:�ID�:MEG:HH�>9:6H�3LJB QFJBP�FKAFSFAR>IP�>OB�RKTFIIFKD

QL�BUMOBPP�KBT�FAB>P�CLO�CB>O�LC�@OFQF@FPJ��)K�PLJB

LOD>KFW>QFLKP��TB�>OB�QLL�TFIIFKD�QL�@OFQFNRB�>K�FAB>�?BCLOB�FQ�FP

>IILT BA�QL�CRIIV�ABSBILM�

��  6>AJG:�ID�I=>C@�>C�C:L�L6NH�4EFP�FP�JLOB�QE>K�QEB�@IF@E]�LC

bQEFKHFKD�LRQPFAB�QEB�?LU�c�)Q�FKSLISBP�KBT�T >VP�LC�>MMOL>@EFKD

>KA�ILLHFKD�>Q�QEB�MOL?IBJ�L C�MOLSFAFKD�@RPQLJBO�S>IRB�

��  6>AJG:�ID�L>H=�; DG�BDG:� 3>QFPC>@QFLK�TFQE�QEB�@ROOBKQ�PQ>QB�LC

>CC>FOP�LO�TFQE�QEB�JB>KP�LC�PLISFKD�M>OQF@RI>O�MOL?IBJP

QO>KPI>QBP�FKQL�>K�FK>?FIFQV�QL�ILLH�>Q�KBT�T >VP�LC�MOLSFAFKD

S>IRB�QL�@RPQLJBOP�

� �  6>AJG:�ID�IGN�ID�7:�8G:6 I>K:� ->K V�MBLMIB�JFPQ>HBKIV�QEFKH

QE>Q�QEBV�>OB�KLQ�>Q�>II�@OB>QFSB��4EFP�JB>KP�VLR�TFII�KBSBO�QOV

QL�MOLAR@B�KBT�QVMBP�LC�PLIRQFLKP�QL�QEB�LKDLFKD�MOL?IBJP�

��  6>AJG:�ID�@::E�IG N>C<�7 EBK�>QQBJMQFKD�QL�MOLSFAB�KBT�T >VP

QL�@OB>QB�@RPQLJBO�S>IRB��FKAFSFAR>IP�>OB�PLJBQFJBP

@LKCOLKQBA�TFQE�@OB>QFSB�?IL@HP��4EBK�QEBV�PFJMIV�DFSB�RM��4EFP

FP�QEB�PROBPQ�T>V�QL�ABPQOLV�QEB�@OB>QFSB�QEFKHFKD�MOL@BPP�

� �  6>AJG:�ID�ID A:G6I:�8G:6 I>K:�7:=6 K>DG� /O D>KFW>QFLKP�LCQBK�C>FI

QL�KROQROB�QEB�@OB>QFSB�MOL@BPP��4EBV�C>FI�QL�DFSB�MBLMIB�QFJB�QL

QEFKH�>?LRQ�MOL?IBJP��QEBV�C>FI�QL�QLIBO>QB�QEB�bLAAc

PRDDBPQFLKP�COLJ�BJMIL VBBP�>KA�IFJFQ�@OB>QFSFQV�QL�>�K>OOLT

ALJ>FK�

/KB L C QEB DOB>Q JFPQ>HBP >PPL@F>QBA TFQE QEB @LK@BMQ LC FKKLS>QFLK

FP QE>Q FKKLS>QFLK JRPQ ?B IFJFQBA QL EFDEIV @OB>QFSB FKAFSFAR>IP

>KA LOD>KFW>QFLKP TFQE I>ODB OBPB>O@E >KA ABSBILMJBKQ �2�$ 	

C>@FIFQFBP��� 4EB LOD>KFW>QFLKaP PFWB J> V E>SB KL ?B>OFKD LK FQP >?FIFQV

QL MOLAR@B KBT MOLAR@QP >KA PBOSF@BP� - LOB QE>K > AB@>AB >DL�

��� b)KKLS>QFLK�/SBOIL>A�c�4OBKAT >Q@EFKD�@LJ��>@@BPPBA

$B@BJ?BO����������QO BKAT >Q@EFKD�@LJ �QOBKAP�MAC�

����=��=FKKL S>QFLK=LSBOIL>A�MAC�
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PQRAFBP ?BD>K QL FKAF@>QB QE>Q PJ>II J>KRC>@QROFKD CFOJP C>O

BU@BBABA QEBFO I>ODBO @LRKQBOM>OQP TFQE OBPMB@Q QL QEB KRJ?BO LC

FKKLS>QFLKP�MBO�BJMILVBB���

! JLO B OB@BKQ PQRAV� TEF@E @LSBOBA QEB MBOFLA COLJ ���� QL ��� � �

PELT BA QE>Q 2�$ MBOCLOJ>K@B ?V PJ>II 53 @LJM>KFBP DOBT PIFDEQIV

C>PQBO QE>K QEB @LJM>O>?IB MBOCLOJ>K@B JB >PROBP CLO I>ODBO 53

CFOJP� $ROFKD QE>Q MBOFLA� PJ>II CFOJP FK@OB>PBA QEBFO 2�$ PMBKAFKD

?V JLOB QE>K �� MBO@BKQ� @LJM>OBA QL >K >MMOLUFJ>QB �� MBO@BKQ

FK@OB>PB CLO I>ODB @LJM>KFBP� 4EBPB PJ>IIBO CFOJP >IPL FK@OB>PBA

QEBFO BJMILVJBKQ LC P@FBKQFPQP >KA BKDFKBBOP >Q > O>QB

>MMOLUFJ>QBIV �� MBO@BKQ DOB>QBO QE>K I>ODBO @LJM>KFBP� &ROQEBO�

QEB OBPRIQP LC QEFP PQRAV� TEF@E >OB MOBPBKQBA FK b2�$ )KQBKPFQV ?V

&FOJ 3FWBc� FIIRPQO>QB QE>Q M>OQF@RI>OIV PFK@B ����� PJ>IIBO ?RPFKBPPBP

E>SB LRQM>@BA QEBFO I>ODBO OFS>IP TFQE OBPMB@Q QL 2�$ FKQBKPFQV�

4EB QBOJ 2�$ FKQBKPFQV OBCBOP QL QEB @ROOBKQ ALII>OP PMBKQ LK 2�$

AFSFABA�?V�>�@LJM>KVaP�OBMLOQBA�P>IBP�OBSBKRB����

,���# CI:CH>IN�7N� >GB�->O:

��� !��2 LV�4EROFH��b)KQOLAR@QFLK��)KKLS>QFLK�FK�3J>II

" RPFKBPP�c�3J>II�" RPFKBPP�%@LKLJF@P�������� 	������

��� ,��2> RP@E��b)KAF@>QLOP�LC�5�3��3J>II�" RPFKBPPaP�2LIB�FK

2�$ �c�. >QFLK>I�3@FBK@B�&LRKA>QFLK��)KCL�" OFBC�.3&

��^ ��� 	��->O @E����� �

� � X#E>MQBO���
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)Q @>KKLQ ?B LSBOBJME>PFWBA QE>Q FKKLS>QFLK PELRIA KLQ ?B IFJFQBA

QL QEB @OB>QFLK LC MOLAR@QP LO PBOSF@BP� 4EB CLIILTFKD >OB GRPQ > CBT

BU>JMIBP�LC�FKKLS>QFLK�?BVLKA�QEB�ABSBILMJBKQ�LC�KBT�MOLAR@QP�

d )K�������4ELJ>P�!KDL SB��>K�!RPQO>IF>K�TFKBJ>HBO��ABSBILMBA

QEB�FAB>�LC�M>@H>DFKD�TFKB�FK�?LUBP�QE>Q�E>A�>�MLIVBQEVIBKB

?I>AABO��4EB�M>@H>DB�T>P�KLQ�LKIV�JLOB�@LKSBKFBKQ�QL�@>OOV

?RQ�>IPL�HBMQ�QEB�TFKB�COBPEBO�CLO�>�ILKDBO�MBOFLA�LC�QFJB�� �

d !MMIBaP�F0LA�T >P�@BOQ>FKIV�>K�FKKLS>QFSB�MOLAR@Q��?RQ�FQP

PR@@BPP�T>P�@IB>OIV�QFBA�QL�QEB�@OB>QFLK�LC�QEB�F4RKBP�TB?PFQB

QE>Q�MOLSFABA�@LKQBKQ�

d ">HBO�4TBBQ�>IBOQP�@RPQLJBOP�SF>�4TFQQBO�>KV�QFJB�>�COBPE

?>Q@E�LC�?>HBA�DLLAP�BJBODB�COLJ�>�M>OQF@FM>QFKD�?>HBOaP

LSBK���

� �� *>K@FP�2L?FKPLK��b4EB�/ UCLOA�#LJM>KFLK�QL�7FKB�c��KA

BA���7FKB�0OLP�!O@EFSB��>@@BPPBA�/ @QL?BO���������

T T T �TFKBMOLP�@LJ�> R�GPM�@A>�OBCBOBK@B�L UCLOA

=BKQOV�GPM�BKQOV=FA���� �

#E>MQBO���
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d 0>QOLKP�>Q�7>D>?LL�OBPQ>RO>KQP�FK�->AOFA�@>K�?LLH�PMB@FCF@

Q>?IBP�LKIFKB���

d 2BPQ>RO>KQP�LCQBK�J>OH�RM�?LQQIBP�LC�TFKB�?V�����MBO @BKQ�QL

����MBO @BKQ��3BSBO>I�OBPQ>RO>KQP�FK�.BT�9 LOH��3VAKBV��>KA

,LKALK�E>SB�ABSBILMBA�OBI>QFLKPEFMP�TFQE�TFKB�@LIIB@QLOP��4EB

@LIIB@QLOP�J>V�E>SB�JLOB�TFKB�QE>K�QEBV�@>K�MLPPF?IV�AOFKH��PL

QEBV�LCCBO�QEB�TFKB�CLO�P>IB�FK�QEB�OBPQ>RO>KQ��TFQE�QEB

OBPQ>RO>KQ�PBIIFKD�FQ�>Q�>�PQO>FDEQCLOT >OA�J>OHRM�LC����MBO@BKQ�

4EFP�@LII>?LO>QFLK�TFQE�@RPQLJBOP�FP�?BKBCF@F>I�CLO�QEB�TFKB

@LIIB@QLO��QEB�OBPQ>RO>KQ��>KA�QEB�@RPQLJBO�

Social and Consumer Trends

. LQ >II ?RPFKBPPBP E>SB QL @LK@BOK QEBJPBISBP TFQE PL@F>I >KA

@LKPRJBO QOBKAP� 3LJB ?RPFKBPPBP� >KA QEFP TLRIA FK@IRAB J>KV

PJ>II ?RPFKBPPBP� LMBO>QB FK > OBI>QFSBIV PQ>?IB BKSFOLKJBK Q >KA

MOLSFAB > PQ>KA>OA DLLA LO PBOSF@B� 4EB IL@>I IRK@EBLKBQQB FP

BUMB@QBA QL MOLSFAB PQ>KA>OA C>OB LK FQP JBKR� 4EB JBKaP

E>?BOA>PEBO TFII ?B BUMB@QBA QL MOLSFAB J>FKIFKB JBKaP @ILQEFKD�

( LT BSBO� PLJB ?RPFKBPPBP� M>OQF@RI>OIV PJ>IIBO ?RPFKBPPBP� @LRIA

DOB>QIV ?BKBCFQ ?V OB@LDKFWFKD >K BJBODFKD PL@F>I LO @LKPRJBO

QOBKA� 3J>II ?RPFKBPPBP QE>Q CL@RP LK KF@EB J>OHBQP @>K D>FK P>IBP FC

QEBV�@>K�OB>AFIV�FABKQFCV�KBT�PL@F>I�>KA�@LKPRJBO�QOBKAP�

4OBKAP AFCCBO COLJ C>AP� &>AP J>V ABIFDEQ @RPQLJBOP� ?RQ ?V QEBFO

��� b)KKLS>QFLK�*R?FI>QFLK�c�4OBKAT >Q@EFKD�@LJ��>@@BPPBA

$B@BJ?BO����������QO BKAT >Q@EFKD�@LJ �QOBKAP�

FKKLS>QFLKGR?FI>QFLK�

��� b4O>KPM>OBK@V�4OFRJME�c�4OBKAT >Q@EFKD�@LJ��>@@BPPBA

$B@BJ?BO����������QO BKAT >Q@EFKD�@LJ �QOBKAP�

QO>KPM>OBK@VQOFRJME�

�� X#E>MQBO���
�4EB�1RBPQ�CLO�6>IRB



SBOV K>QROB� QEBV E>SB > PELOQ PEBIC IFCB� 4OBKAP� LK QEB LQEBO E>KA�

J> V ?B > MLOQBKA LC QEB CRQROB��� 3J>IIBO ?RPFKBPPBP J>V ?B FK >

MLPFQFLK QL ?BQQBO BUMILFQ QOBKAP� 4EBFO PJ>IIBO PFWB @>K DFSB QEBJ

DOB>QBO CIBUF?FIFQV� ?B@>RPB QEBV I>@H >K BUQBKPFSB ?ROB>R@O>QF@

PQOR@QROB� QEBV J> V ?B >?IB QL JLSB TFQE DOB>QBO O>MFAFQV� 4EB DOB>Q

@E>IIBKDB CLO PJ>II ?RPFKBPPBP FP QL ?B >?IB QL @LOOB@QIV FABKQFCV

QEBPB QOBKAP FK > QFJBIV C>PEFLK� )K QEB M>PQ� ?RPFKBPPBP E>A QL OBIV

LK MLIIFKD FKPQFQRQBP CLO J>OHBQ OBPB>O@E >P > T>V LC >QQBJMQFKD QL

FABKQFCV PL@F>I QOBKAP� (>OOFP )KQBO>@QFSB MOLAR@BA > PROSBV >?LRQ

QEB L?BPFQV BMFABJF@ FK !JBOF@>� 4EFP PQRAV PELT BA QE>Q QEB S>PQ

J>GLOFQV LC !JBOF@>KP LSBO QEB >DB LC �� >OB LSBOT BFDEQ� 4EB

MBO@BKQ>DB LC QELPB LSBOT BFDEQ E>P PQB>AFIV FK@OB>PBA PFK@B QEB

B>OIV ����P� 4EB PQRAV >IPL FKAF@>QBA QE>Q > J>GLOFQV LC QEBPB MBLMIB

ABPFOBA QL ILPB TBFDEQ� 4EFP FKCLOJ>QFLK @LRIA ?B Q>HBK ?V QEB

KBFDE?LOELLA DVJ� TEF@E @LRIA QEBK @OB>QB PMB@F>IFWBA TBFDEQ


ILPP MOLDO>JP� 2 B@LDKFWFKD QEFP QOBKA @LRIA IB>A QL > KRJ?BO LC

AFCCBOBKQ�MOLAR@QP�>KA�PBOSF@BP���

)K QEB M>PQ� QEB J>GLO @E>IIBKDB CLO PJ>IIBO ?RPFKBPPBP QL FABKQFCV

LO QO>@H QOBKAP T>P QEB BUMBKPB� 4EBPB CFOJP TLRIA E>SB QL RPB

BUQBKPFSB J>OHBQ OBPB>O@E LO @IFMMFKD PBOSF@BP� 4LA>V� J>K V LC

QELPB @>M>?FIFQFBP @>K ?B MOLSFABA LKIFKB� BFQEBO >Q KL @LPQ LO >

KLJFK>I @LPQ��� 'LLD IB 4OBKAP QO>@HP ELT L CQBK > M>OQF@RI>O QLMF@

��� ->HFK">@LK��b7 EV�>KA�(LT�QL�)ABKQFCV�2B>I�4OBKAP�c

( R?0>DBP��>@@BPPBA�/ @QL?BO����������ER?M>DBP�@LJ �

ER?�QOBKAP>K>IVPFPCLOPR@@BPP�

��� b)ABKQFCVFKD�>KA�5KABOPQ>KAFKD�4OBKAP�FK�QEB�->OHBQFKD

%KSFOLKJBK Q�c�"O>FK->PP��>@@BPPBA�*RKB���������

EQQM��� T T T �?O>FKJ>PP�@LJ �IF?O>OV�

SFBTMLPQFKD�MEM�MLPQFKD=FA�������

��� 2L@HV�&R��b���%U@BIIBKQ�/KIFKB�4LLIP�QL�)ABKQFCV�4OBKAP�c

2L@HV�&5�3L@F>I�-BAF>���$FDFQ>I�3QO>QBDFBP��->V�� �������

#E>MQBO���
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E>P ?BBK PB>O@EBA LK 'LLD IB CLO > M>OQF@RI>O QFJB ELOFWLK� 4EB

PVPQBJ >IPL >IILTP VLR QL QO>@H JRIQFMIB QLMF@P� >KA FQ @>K ?B OBCFKBA

PL QE>Q VLR @>K BU>JFKB M>OQF@RI>O OBDFLKP TFQE QEBPB QLMF@P

PB>O@EBA� 4EB A>Q> >OB MOBPBKQBA FK DO>MEF@>I CLOJ>Q QE>Q J>HBP

FQ B>PV QL ABQBOJFKB QEB BUFPQBK@B LC >KV M>OQF@RI>O QOBKAP� 'LLDIB

#EB@HLRQ 4OBKAP JLKFQLOP QEB P>IBP LC AFCCBOBKQ MOLAR@QP ?V ?O>KA�

/KB @LRIA RPB QEFP QL ABQBOJFKB FC PB>PLK>IFQV BUFPQP CLO >KV

M>OQF@RI>O MOLAR@Q QVMB� -F@OLPLCQaP !A#BKQBO ,>?P LCCBOP QT L

MOLAR@QP QE>Q @LRIA ?B RPBCRI FK QO>@HFKD QOBKAP� /KB QLLI_3B>O@E

6LIRJB_QO>@HP PB>O@EBP >KA >IPL MOLSFABP CLOB@>PQP� -F@OLPLCQaP
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3. Chapter 3 - The Family
Business

Family Business: An Overview
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� 4EB�?RPFKBPP�FP�QLL�PJ>II�CLO�JB�

� 4EB�?RPFKBPP�TLRIA�KLQ�>IILT�JB�QL�RPB�JV�Q>IBKQP�

� 4EB�?RPFKBPP�TLRIA�KLQ�>IILT�JB�QL�RPB�JV�QO>FKFKD�

� )�@>K�B>OK�JLOB�BIPBTEBOB�

� )�>J�KLQ�FKQBOBPQBA�FK�>�?RPFKBPP�@>OBBO���

2BPLRO@BP��,FKHFKD�5KFNRB�2BPLRO@BP��->K>DBJBKQ��>KA

7 B>IQE�#OB>QFLK�FK�&>JFIV�&FOJP�c�%KQOBMOBKBROPEFM

4EBLOV�>KA�0O>@QF@B��3RJJBO����������^���

��� ->KCOBA�&��2��+BQP�AB�6OFBP��b4EB�$VK>JF@P�LC�&>JFIV

#LKQOLIIBA�&FOJP��4EB�'LLA�>KA�QEB�">A�.BTP�c

/O D>KFW>QFLK>I�$VK>JF@P�����KL��������� 	����^ ���

��� 3RB�"FOIBV��b! QQFQRABP�LC�/TKBO
->K>DBOPa�#EFIAOBK

QLT >OAP�&>JFIV�>KA�"RPFKBPP�)PPRBP�c�%KQOBMOBKBROPEFM

4EBLOV�>KA�0O>@QF@B��3MOFKD��������^ �� �

��� 3RB�"FOIBV��b! QQFQRABP�LC�/TKBO
->K>DBOPa�#EFIAOBK

QLT >OAP�&>JFIV�>KA�"RPFKBPP�)PPRBP�c�%KQOBMOBKBROPEFM

4EBLOV�>KA�0O>@QF@B��3MOFKD��������^ �� �

#E>MQBO���
�4EB�&>JFIV�"RPFKBPPX��



In Their Own Words

1 =N -DB: �=>A9G:C D; )LC:G
' 6C6<:GH �D ( DI 1 6CI ID $D>C I=:

� JH>C:HH
��

I see the pressure my dad is underÑthis does put me off slightly . I

want to enjoy my job as well as enjoying lif e outside work. A larger

factor when wor king under a r elative is the pr oblem of self-worth.

It is har d to feel like you are worth something when your f ather is

an MD. A business relationship with your f ather mak es your family

relationship har der. I do not look to go into the f amily business

straight away , as I feel this is giving a commitment to wor k ther e for

the rest of my lif e. I would join only because I am genuinely qualified,

not because I am the ownerÕs daughter. The difference in my fatherÕs

education and mine is a f actor aff ecting why I have decided not to

go into the business. I have more choice over what I want to do as

a career, and my personal inter ests would not be met by my fatherÕs

company. I am sure it would not have been his choice had he had

the same educational choices as me. As much as the route into the

family business is seen by outsiders as an Òeasy route to wealth and

inheritance, Ó in my case it was also a liability . At 17, was I to be the

fourth gener ation after 100 year s that could not k eep the company

going?

d 4EB�bPMLFIBA�HFA�PVKAOLJB c�LCQBK�L@@ROP�FK�>�C>JFIV�?RPFKBPP�

4EB�?RPFKBPP�LTKBO�J>V�CBBI�DRFIQV�?B@>RPB�EFP�ABSLQFLK�QL�QEB

?RPFKBPP�Q>HBP�>T >V�COLJ�QEB�>QQBKQFLK�EB�PELRIA�?B�DFSFKD�QL

EFP�@EFIAOBK��/RQ�LC�>�PBKPB�LC�DRFIQ��EB�LO�PEB�PQ>OQP�QL�?OF?B

QEB�@EFIAOBK��b>�HFKA�LC�M>V
LCC�CLO�KLQ�?BFKD�>S>FI>?IB

BJLQFLK>IIV�LO�LQEBOTFPB�c��

��� 3RB�"FOIBV��b! QQFQRABP�LC�/TKBO
->K>DBOPa�#EFIAOBK

QLT >OAP�&>JFIV�>KA�"RPFKBPP�)PPRBP�c�%KQOBMOBKBROPEFM

4EBLOV�>KA�0O>@QF@B��3MOFKD��������^ �� �

�� X#E>MQBO���
�4EB�&>JFIV�"RPFKBPP



d &FK>K@F>I�PQO>FK�BJ>K>QFKD�COLJ�bC>JFIV�JBJ?BOP�JFIHFKD�QEB

?RPFKBPP�>KA�>�AFPBNRFIF?OFRJ�?BQT BBK�@LKQOF?RQFLK�>KA

@LJMBKP>QFLK�c�� @>K�E>SB�>�PFDKFCF@>KQ�KBD>QFSB�FJM>@Q�LK�QEB

?RPFKBPP�

d . BMLQFPJ�QE>Q�OBPRIQP�FK�QEB�bQLIBO>K@B�LC�FKBMQ�C>JFIV

JBJ?BOP�>P�J>K>DBOP��FKBNRFQ>?IB�OBT >OA�PVPQBJP��;>KA<

DOB>QBO�AFCCF@RIQFBP�FK�>QQO>@QFKD�MOLCBPPFLK>I�J>K>DBJBKQc��

@>K�B>PFIV�IB>A�QL�ILT�JLO >IB�>JLKD�KLKC>JFIV�JBJ?BOP�LC�QEB

?RPFKBPP��>KA�FQ�@>K�RIQFJ>QBIV�OBPRIQ�FK�?RPFKBPP�C>FIROB�

d &>JFIV�?RPFKBPPBP�COBNRBKQIV�E>SB�>�@LKCRPFKD�LOD>KFW>QFLK�

TFQE�bJBPPV�PQOR@QROB�>KA�KL�@IB>O�AFSFPFLK�LC�Q>PHP�c�!RQELOFQV

>KA�OBPMLKPF?FIFQV�IFKBP�>OB�RK@IB>O��GL?P�J>V�LSBOI>M�

BUB@RQFSBP�J>V�ELIA�>�KRJ?BO�LC�AFCCBOBKQ�GL?P��>KA�QEB

AB@FPFLK
J>HFKD�EFBO>O@EV�J> V�?B�@LJMIBQBIV�FDKLOBA�

BUFPQFKD�LKIV�QL�?B�?VM>PPBA��� 4EFP�@>K�@OB>QB�>�AVPCRK@QFLK>I

T LOHFKD�BKSFOLKJBK Q�

d &>JFIV�?RPFKBPPBP�COBNRBKQIV�E>SB�M>QBOK>IFPQF@�LO�>RQL@O>QF@

ORIB�QE>Q�FP�@E>O>@QBOFWBA�?V�>�OBPFPQ>K@B�QL�@E>KDB��PB@OB@V�

>KA�QEB�>QQO>@QFLK�LC�ABMBKABKQ�MBOPLK>IFQFBP���

��� ->KCOBA�&��2��+BQP�AB�6OFBP��b4EB�$VK>JF@P�LC�&>JFIV

#LKQOLIIBA�&FOJP��4EB�'LLA�>KA�QEB�">A�.BTP�c

/O D>KFW>QFLK>I�$VK>JF@P�����KL��������� 	����^ ���

��� ->KCOBA�&��2��+BQP�AB�6OFBP��b4EB�$VK>JF@P�LC�&>JFIV

#LKQOLIIBA�&FOJP��4EB�'LLA�>KA�QEB�">A�.BTP�c

/O D>KFW>QFLK>I�$VK>JF@P�����KL��������� 	����^ ���

��� ->KCOBA�&��2��+BQP�AB�6OFBP��b4EB�$VK>JF@P�LC�&>JFIV

#LKQOLIIBA�&FOJP��4EB�'LLA�>KA�QEB�">A�.BTP�c

/O D>KFW>QFLK>I�$VK>JF@P�����KL��������� 	����^ ���

��� ->KCOBA�&��2��+BQP�AB�6OFBP��b4EB�$VK>JF@P�LC�&>JFIV

#LKQOLIIBA�&FOJP��4EB�'LLA�>KA�QEB�">A�.BTP�c

/O D>KFW>QFLK>I�$VK>JF@P�����KL��������� 	����^ ���

#E>MQBO���
�4EB�&>JFIV�"RPFKBPPX��



Key Takeaways

d &>JFIV�?RPFKBPPBP�>@@LRKQ�CLO����MBO@BKQ�LC�QEB�'$0����

MBO@BKQ�LC�53�BJMILVJBKQ��>KA����MBO@BKQ�LC�QEB�KBT�GL?P�QE>Q

>OB�@OB>QBA�

d !�C>JFIV�?RPFKBPP�LCCBOP�?LQE�>AS>KQ>DBP�>KA�AFP>AS>KQ>DBP��)Q

FP�FJMLOQ>KQ�QL�RKABOPQ>KA�?LQE�

Family Business Issues

,LLHFKD >Q QEB SFPFLK >KA E>OA TLOH LC QEB CLRKABOP� C>JFIV

?RPFKBPPBP bQ>HB LK QEBFO RKFNRB @E>O>@QBO >P KBT JBJ?BOP L C QEB

C>JFIV BKQBO QEB ?RPFKBPP� !Q ?BPQ� QEB BKSFOLKJBK Q @>K ?B FKPMFOFKD

>KA JLQFS>QFKD� !Q TLOPQ� FQ @>K OBPRIQ FK OLRQFKB ?RPFKBPP AB@FPFLKP

?B@LJFKD�@ILRABA�?V�BJLQFLK>I�FPPRBP�c��

4EB LTKBOP >KA J>K>DBOP LC C>JFIV ?RPFKBPPBP C>@B J>KV RKFNRB

��� ->KCOBA�&��2��+BQP�AB�6OFBP��b4EB�$VK>JF@P�LC�&>JFIV

#LKQOLIIBA�&FOJP��4EB�'LLA�>KA�QEB�">A�.BTP�c

/O D>KFW>QFLK>I�$VK>JF@P�����KL��������� 	����^ ���

��� b&L@RPFKD�LK�"RPFKBPP�&>JFIFBP�c�"$/ ��. LSBJ?BO����� �

>@@BPPBA�/ @QL?BO����������PQ>QF@�PQ>DFKD�?AL�ABC>@QL


@JP�@LJ �>PPBQP�AL@RJBKQP����� ��� �&L@RPFKD=LK

=?RPFKBPP=C>JFIFBP�MAC�

�� X#E>MQBO���
�4EB�&>JFIV�"RPFKBPP



@E>IIBKDBP� 4EBPB @E>IIBKDBP PQBJ COLJ QEB LSBOI>M LC C>JFIV >KA

?RPFKBPP FPPRBP >KA FK@IRAB @LJJRKF@>QFLK� BJMILVFKD C>JFIV >KA

KLKC>JFIV JBJ?BOP� MOLCBPPFLK>I J>K>DBJBKQ� BJMILVJBKQ

NR>IFCF@>QFLKP��P>I>OFBP�>KA�@LJMBKP>QFLK��>KA�PR@@BPPFLK�

Communication

#LJJRKF@>QFLK FP FJMLOQ>KQ FK >KV ?RPFKBPP� ?RQ QEB @LJMIBUFQFBP

LC @LJJRKF@>QFLK FK > C>JFIV ?RPFKBPP >OB M>OQF@RI>OIV MOL?IBJ> QF@�

%UMBOQP P>V QE>Q @LJJRKF@>QFLK FP LKB LC QEB JLPQ AFCCF@RIQ M>OQP

LC ORKKFKD > C>JFIV ?RPFKBPP��� 4EB >MMOL>@E QL @LJJRKF@>QFLK

KBBAP QL FK@IRAB @LJJF QJBKQ� QEB >SLFA>K@B LC PB@OB@V� >KA >K

RKABOPQ>KAFKD�LC�QEB�OFPHP�LC�?>A�@LJJRKF@>QFLK�

Commitment

)K > C>JFIV ?RPFKBPP� FQ FP @OFQF@>I QE>Q QEBOB ?B > @LJJF QJBKQ QL

@LJJRKF@>QB BCCB@QFSBIV TFQE C>JFIV >KA KLKC>JFIV JBJ?BOP LC QEB

?RPFKBPP� b"RPFKBPP IB>ABOP PELRIA ?B LMBK >?LRQ QEBFO >T >OBKBPP

LC QEB MLQBKQF>I CLO @LJJRKF@>QFLK FPPRBP QL BSLISB >KA QEBFO

TFIIFKDKBPP QL >@@BMQ CBBA?>@H >KA FKMRQ COLJ >II BJMIL VBBP >?LRQ

LMMLOQRKFQFBP�CLO�FJMOLSBJBKQ�>KA�>OB>P�LC�@LK@BOK�c��

��� #EOFPQFKB�,>DLOFL��b(LT�QL�2RK�>�&>JFIV�"RPFKBPP�c�)K@��

->O @E�������� ��>@@BPPBA�/ @QL?BO����������T T T �FK@�@LJ �

DRFABP�ORKKFKD
C>JFIV
?RPFKBPP�EQJI�

��� ,BFDE�2F@E>OAP��b&>JFIV�/TKB A�" RPFKBPP�>KA

#LJJRKF@>QFLK�c�#EOLK�@LJ������ ��>@@BPPBA�*RKB���

#E>MQBO���
�4EB�&>JFIV�"RPFKBPPX� �



/KB FJMLOQ>KQ FPPRB FP TEBQEBO QEBOB PELRIA ?B > IFKB AO>TK

?BQT BBK C>JFIV >KA ?RPFKBPP AFP@RPPFLKP� 3LJB PRDDBPQ QE>Q PBQQFKD

RM PQOF@Q DRFABIFKBP COLJ QEB PQ>OQ QE>Q AO>T > @IB>O IFKB ?BQT BBK QEB

AFCCBOBKQ QVMBP LC AFP@RPPFLKP FP > DLLA >MMOL>@E��� " V @LKQO>PQ� QEB

0O>UFQV &>JFIV "RPFKBPP 3ROSBV�� CLRKA QE>Q FQ FP @LKPFABOBA / + QL

Q>IH >?LRQ QEB ?RPFKBPP >KVTEBOB >KA >Q >KV QFJB� TEBQEBO >Q TLOH

LO�>Q�ELJB�

d .FKBQBBK�MBO@BKQ�LC�QEB�C>JFIV�?RPFKBPPBP�FK�QEB�PROSBV

OBMLOQBA�Q>IHFKD�>?LRQ�?RPFKBPP�>Q�ELJB�

d 4EFOQV
PBSBK�MBO@BKQ�Q>IH�>?LRQ�FQ�FK�QEB�TLOHMI>@B�

d &LOQV
CLRO�MBO@BKQ�Q>IH�>?LRQ�FQ�TEBK�>KA�TEBOBSBO�

Secrecy

)K C>JFIV ?RPFKBPPBP� FQ FP M>OQF@RI>OIV FJMLOQ>KQ KLQ QL @LKSBV QEB

FJMOBPPFLK QE>Q C>JFIV JBJ?BOP >OB JLOB FK QEB HKLT QE>K LQEBO

BJMILVBBP� be%SBK TEBK QEFP FP KLQ QEB @>PB� QEB MLQBKQF>I CLO QEB

MBO@BMQFLK LC BU@IRPFSFQV J> V BUFPQ� 3QBMP PELRIA ?B Q>HBK QL

������E QQM��� PJ>II ?RPFKBPP�@EOLK�@LJ �C>JFIV
LTKBA


?RPFKBPP
@LJJRKF@>QFLK
�����E QJI�

��� ,BFDE�2F@E>OAP��b&>JFIV�/TKB A�" RPFKBPP�>KA

#LJJRKF@>QFLK�c�#EOLK�@LJ������ ��>@@BPPBA�/ @QL?BO���

������PJ>II ?RPFKBPP�@EOLK�@LJ �C>JFIV
LTKBA
?RPFKBPP


@LJJRKF@>QFLK
�����E QJI�

��� b4EB�&>JFIV�"RPFKBPP�3ROSBV����� ����� �c�0O>UFQV������ �

>@@BPPBA�/ @QL?BO���������

EQQM��� MO>UFQVMOLA�>T B@LJJ�@ LJ �. BTP����� �0 >DBP�

5+&>JFI V" RPFKBPP3ROSBV�>PMU�

�� X#E>MQBO���
�4EB�&>JFIV�"RPFKBPP



>AAOBPP >KV FPPRBP QE>Q J>V >OFPB LMBKIV� ELKBPQIV� >KA TFQELRQ

MOBCBOBK@B�CLO�C>JFIV�JBJ?BOP�c��

Risks of Bad Communication

)C DLLA @LJJRKF@>QFLK @E>KKBIP >OB KLQ FK MI>@B� QEB CLIILTFKD @>K

L@@RO�

d b&>JFIV�JBJ?BOP�>PPRJB�QEBV�HKLT�TE> Q�LQEBO�C>JFIV

JBJ?BOP�CBBI�LO�T>KQ�c

d b0BOPLK>I�QFBP�FKEF?FQ�ELKBPQ�LMFKFLKP�?BFKD�BUMOBPPBA�c

d b4EB�EB>A�LC�QEB�C>JFIV�J> V�>RQLJ>QF@>IIV�>PPRJB�@LKQOLI�LC

QEB�?RPFKBPP�BSBK�FC�QEBV�ALKaQ�E>SB�QEB�?BPQ�?RPFKBPP�PHFIIP�c

d b/KB�C>JFIV�JBJ?BO�BKAP�RM�ALJFK>QFKD�QEB�?RPFKBPP�c

d b&>JFIV
JBJ?BO�PE>OBELIABOP�KLQ�>@QFSB�FK�QEB�?RPFKBPP�C>FI�QL

RKABOPQ>KA�QEB�L?GB@QFSBP�LC�QELPB�TEL�>OB�>@QFSB�>KA�SF@B

SBOP>�c

d b0BOPLK>I�OBPBKQJBKQP�?B@LJB�?RPFKBPP�OBPBKQJBKQP�>KA�SF@B

SBOP>�c��

4EBPB AFCCF@RIQFBP @>K ?B LSBO@LJB FC QEB C>JFIV ?RPFKBPP J>HBP >

@LK@BOQBA BCCLOQ QL @OB>QB >KA J>FKQ>FK >K BKSFOLKJBK Q LC LMBK

��� ,BFDE�2F@E>OAP��b&>JFIV�/TKB A�" RPFKBPP�>KA

#LJJRKF@>QFLK�c�#EOLK�@LJ������ ��>@@BPPBA�/ @QL?BO���

������PJ>II ?RPFKBPP�@EOLK�@LJ �C>JFIV
LTKBA
?RPFKBPP


@LJJRKF@>QFLK
�����E QJI�

��� b#LJJRKF@>QFLK�>KA�&>JFIV�"RPFKBPPBP�c�"RPFKBPP�,FKH�

���� ��>@@BPPBA�/ @QL?BO���������

T T T �?RPFKBPPIFKH�DLS�RH�?ALQD�>@QFLK�

ABQ>FI�QVMB�2%3/ 52#%3�F QBJ)A���� �� �������

#E>MQBO���
�4EB�&>JFIV�"RPFKBPPX��



@LJJRKF@>QFLK TEBOB MBLMIB CBBI @LJCLOQ>?IB SLF@FKD LMFKFLKP >KA

@LK@BOKP� )Q FP FJMLOQ>KQ QE>Q C>JFIV >KA KLKC>JFIV JBJ?BOP E>SB

>K�BNR>I�LMMLOQRKFQV�QL�BUMOBPP�QEBFO�SFBTP�

Employing Family and Nonfamily Members

)Q FP K>QRO>I CLO > C>JFIV ?RPFKBPP QL BJMILV C>JFIV JBJ?BOP�

BPMB@F>IIV FK J>K>DBJBKQ MLPFQFLKP� &>JFIV JBJ?BOP QBKA QL ?B QEB

CFOPQ MBLMIB EFOBA TEBK > PJ>II ?RPFKBPP DBQP PQ>OQBA� >KA >P QEB

?RPFKBPP DOLTP� PL AL QEBFO OLIBP��� 4EBOB >OB ?LQE MOLP >KA @LKP QL

EFOFKD C>JFIV JBJ?BOP� "LQE KBBA QL ?B @LKPFABOBA @>OBCRIIV� 7 EL

QL EFOB J> V TBII ?B QEB ?FDDBPQ J>K>DBJBKQ @E>IIBKDB QE>Q > C>JFIV

?RPFKBPP�LTKBO�C>@BP�

Pros

/K QEB MLPFQFSB PFAB LC QEFKDP� PBSBO>I >AS>KQ>DBP @>K ?B FABKQFCFBA

CLO�EFOFKD�C>JFIV�JBJ?BOP���

��� 0EFIFM�+BBCB��b( FOFKD�&>JFIV�- BJ?BOP�CLO�QEB�&>JFIV

" RPFKBPP�c�->O@E��� ������ ��>@@BPPBA�/ @QL?BO���������

MEFIFM
HBBCCB�PRFQB����@LJ �EFOFKD
C>JFIV
JBJ?BOP
CLO


QEB�
C>JFIV
?RPFKBPP
>���� ���

��� $B>K�&LT IBO�>KA�0BD�->PQBOPLK�%ANRFPQ��b%S>IR>QB�QEB

0OLP�>KA�#LKP�LC�%JMILVFKD�&>JFIV�- BJ?BOP�c�"RPFKBPP

*LROK>I��*RKB����������>@ @BPPBA�/ @QL?BO���������

T T T �?FWGLROK>IP�@LJ �JFI T >RHBB�PQLOFBP����� ��� �

�� �PJ>II ?��E QJI��>KA�0EFIFM�+BBCB��b( FOFKD�&>JFIV

��� X#E>MQBO���
�4EB�&>JFIV�"RPFKBPP



d )JMOLSBA�@RPQLJBO�OBI>QFLKP�QEOLRDE�C>JFIV�@LKQ>@Q

d )KQBODBKBO>QFLK>I�@LKQFKRFQV

d ,LKD
QBOJ�PQ>?FIFQV

d 3E>OBA�S>IRBP

d ,L V>IQV�>KA�@LJJF QJBKQ

d )KEBOBKQ�QORPQ

d 7FIIFKDKBPP�QL�P>@OFCF@B�CLO�QEB�?RPFKBPP

d %JLQFLK>I�>QQ>@EJBKQ�QL�QEB�?RPFKBPP��JLOB�TFIIFKD�QL

@LKQOF?RQB�QL�FQP�PR@@BPP

d 3E>OB�QEB�P>JB�@RIQROB

b! C>JFIV TELPB JBJ?BOP TLOH TBII QLDBQEBO @>K >IPL DFSB QEB

?RPFKBPP > TBI@LJFKD >KA COFBKAIV CBBI� )Q @>K BK@LRO>DB BJMILVBBP

TEL >OBKaQ FK QEB FJJBAF>QB C>JFIV QL TLOH E>OABO QL D>FK

>@@BMQ>K@B�?V�QELPB�BJMILVBBP�TEL�>OB�c��

Cons

4EBOB >OB >IPL NRFQB > CBT AFP>AS>KQ>DBP QL EFOFKD C>JFIV

JBJ?BOP���

- BJ?BOP�CLO�QEB�&>JFIV�"RPFKBPP�c�->O@E��� ������ �

>@@BPPBA�/ @QL?BO����������MEFIFM
HBBCCB�PRFQB����@LJ �

EFOFKD
C>JFIV
JBJ?BOP
CLO
QEB
C>JFIV�
?RPFKBPP


>���� ���

��� 0EFIFM�+BBCB��b( FOFKD�&>JFIV�- BJ?BOP�CLO�QEB�&>JFIV

" RPFKBPP�c�->O@E��� ������ ��>@@BPPBA�/ @QL?BO���������

MEFIFM
HBBCCB�PRFQB����@LJ �EFOFKD
C>JFIV
JBJ?BOP
CLO


QEB�
C>JFIV
?RPFKBPP
>���� ���

��� $B>K�&LT IBO�>KA�0BD�->PQBOPLK�%ANRFPQ��b%S>IR>QB�QEB

#E>MQBO���
�4EB�&>JFIV�"RPFKBPPX���



d &>JFIFBP >OB KLQ MBOCB@Q� PL > AFPMRQB >JLKD C>JFIV JBJ?BOP

@>K�PMFII�COLJ�ELJB�FK QL�QEB�TLOHMI>@B�

� 4EBOB�FP�>IT >VP�QEB�MLPPF?FIFQV�LC�J>K>DBOF>I

FK@LJMBQBK@B�

� )Q�J>V�KLQ�?B�MLPPF?IB�QL�PBM>O>QB�C>JFIV�>KA�TLOH�

� 0>QQBOKP�LC�@LKCIF@Q�TFII�?B�OLLQBA�FK�B>OIV�C>JFIV

BUMBOFBK@BP�

� #LJJRKF@>QFLK�J>V�?OB>H�ALTK�

� 3F?IFKD�OFS>IOV�J> V�@OB>QB�MOL?IBJP�

d . BT IV EFOBA C>JFIV JBJ?BOP J> V CBBI QE>Q QEBV AL KLQ E>SB QL

B>OK QEBFO MLPFQFLKP� QEBFO PR@@BPP TFII ?B PBBK >P IFKHBA QL QEBFO

K>JB�FKPQB>A�LC�QEBFO�>?FIFQFBP�

� 4EB�@LJM>KV�J> V�?B�PR?GB@Q�QL�@E>ODBP�LC�AFP@OFJFK>QLOV

EFOFKD�MO>@QF@BP�FC�GL?�LMBKFKDP�>OB�KLQ�MR?IFPEBA�

� . LKC>JFIV�JBJ?BOP�LC�QEB�?RPFKBPP�J>V�CBBI�QE>Q�C>JFIV

0OLP�>KA�#LKP�LC�%JMILVFKD�&>JFIV�- BJ?BOP�c�"RPFKBPP

*LROK>I��*RKB����������>@ @BPPBA�/ @QL?BO���������

T T T �?FWGLROK>IP�@LJ �JFI T >RHBB�PQLOFBP����� ��� �

�� �PJ>II ?��E QJI��0EFIFM�+BBCB��b( FOFKD�&>JFIV�- BJ?BOP

CLO�QEB�&>JFIV�"RPFKBPP�c�->O@E��� ������ ��>@@BPPBA

/ @QL?BO����������MEFIFM
HBBCCB�PRFQB����@LJ �EFOFKD


C>JFIV
JBJ?BOP
CLO
QEB
C>JFIV
?RPFKBPP�
>���� ���

!KKFH>�(>II�>KA�-> QQF>P�.LOANSFPQ��b0OLCBPPFLK>I

->K>DBJBK Q�FK�&>JFIV�"RPFKBPPBP��4LT >OA�>K�%UQBKABA

5KABOPQ>KAFKD�c�&>JFIV�"RPFKBPP�2BSFBT�����KL��������� 	�

�� ^����>KA�->O D>OBQ�3QBBK��b4EB�$B@FPFLK�4OBB�LC�&>JFIV

" RPFKBPP�c�3Q>KCLOA�'O >AR>QB�3@ELLI�LC�"RPFKBPP��!RDRPQ

������*RKB�����������T T T 
MOA
� �DP?�PQ>KCLOA�BAR�

KBTP�?J>D�P?PJ���� �CB>QROB=C>JFIV?FW�EQJI�

�� � X#E>MQBO���
�4EB�&>JFIV�"RPFKBPP



JBJ?BOP�DBQ�EFOFKD�MOBCBOBK@B�

� . LKC>JFIV�JBJ?BOP�J> V�CBBI�QE>Q�QEBV�TFII�?B

>RQLJ>QF@>IIV�LRQSLQBA�FK�AB@FPFLK
J>HFKD�

� ( FOFKD�MOFJ>OFIV�C>JFIV�JBJ?BOP�CLO�J>K>DBJBKQ

MLPFQFLKP�J>V�IB>A�QL�EFOFKD�PR?LMQFJ>I�MBLMIB�TEL

@>KKLQ�B>PFIV�?B�AFPJFPPBA��4EFP�@LRIA�IB>A�QL�DOB>QBO

@LKCIF@Q�?B@>RPB�LC�MOLJLQFLK�@OFQBOF>�QE>Q�>OB�KLQ�?>PBA

LK�JBOFQ�

Hiring Nonfamily Members

4EBOB TFII ?B QFJBP TEBK QEB ?BQQBO AB@FPFLK J>V ?B QL EFOB >

KLK
C>JFIV MBOPLK CLO > M>OQF@RI>O GL?� %UMBOFBK@B E>P PELTK QE>Q

> C>JFIV ?RPFKBPP FP IBPP IFHBIV QL ?B PR@@BPPCRI FC FQ BJMILVP LKIV

C>JFIV JBJ?BOP� ?OFKDFKD FK QEB COBPE QEFKHFKD QE>Q @LJBP TFQE

BUQBOK>I BUMBOQFPB @>K ?B S>IR>?IB >Q >II IBSBIP LC > ?RPFKBPP��� )K

>AAFQFLK� KLKC>JFIV JBJ?BOP @>K LCCBO PQ>?FIFQV QL > C>JFIV ?RPFKBPP

?V LCCBOFKD > C>FO >KA FJM>OQF>I MBOPMB@QFSB LK ?RPFKBPP FPPRBP� 4EB

@E>IIBKDB FP FK >QQO>@QFKD >KA OBQ>FKFKD KLK
C>JFIV BJMILVBBP

?B@>RPB QEBPB BJMILVBBP bJ> V CFKA FQ AFCCF@RIQ QL AB>I TFQE C>JFIV

@LKCIF@QP LK QEB GL?� IFJFQBA LMMLOQRKFQFBP CLO >AS>K@BJBKQ� >KA QEB

PMB@F>I QOB>QJBKQ PLJBQFJBP >@@LOABA C>JFIV JBJ?BOP� )K >AAFQFLK�

PLJB C>JFIV JBJ?BOP J> V OBPBKQ LRQPFABOP ?BFKD ?OLRDEQ FKQL QEB

CFOJ >KA MROMLPBIV J>HB QEFKDP RKMIB>P>KQ CLO KLKC>JFIV

BJMILVBBP�c�� "B@>RPB FQ FP IFHBIV QE>Q > DOLTFKD C>JFIV ?RPFKBPP

��� b&L@RPFKD�LK�"RPFKBPP�&>JFIFBP�c�"$/ ��. LSBJ?BO����� �

>@@BPPBA�/ @QL?BO����������PQ>QF@�PQ>DFKD�?AL�ABC>@QL


@JP�@LJ �>PPBQP�AL@RJBKQP����� ��� �&L@RPFKD=LK

=?RPFKBPP=C>JFIFBP�MAC�

��� b&>JFIV�/TKB A�" RPFKBPPBP�,>T�>KA�,BD>I�$BCFKFQFLK�c

#E>MQBO���
�4EB�&>JFIV�"RPFKBPPX���



TFII KBBA QL EFOB MBLMIB COLJ QEB LRQPFAB� FQ FP FJMLOQ>KQ QE>Q QEB

?RPFKBPP @LJB QL QBOJP TFQE QE>Q KB@BPPFQV� 0LIF@FBP >KA MOL@BAROBP

@>K EBIM TFQE QEB QO>KPFQFLK� ?RQ QEB JLPQ FJMLOQ>KQ QEFKD FP QL

MOBM>OB QEB C>JFIV @RIQROB LC QEB ?RPFKBPP QL >@@BMQ > KLKC>JFIV

JBJ?BO ��. LQ�PROMOFPFKDIV��QEFP�FP�JR@E�B>PFBO�P>FA�QE>K�ALKB�

Professional Management

4EB AB@FPFLK QL EFOB >EGD;:HH>DC6A B6C6<:G FP IFHBIV LKB LC QEB JLPQ

FJMLOQ>KQ >KA AFCCF@RIQ EFOFKD AB@FPFLKP QE>Q > C>JFIV ?RPFKBPP LTKBO

TFII E>SB QL J>HB� 4EB QVMF@>I ABCFKFQFLK LC MOLCBPPFLK>I J>K>DBOP

BNR>QBP QEBJ TFQE BUQBOK>I� KLKC>JFIV� KLKLTKBO J>K>DBOP� QERP

AB@I>OFKD MOLCBPPFLK>I J>K>DBJBKQ >KA C>JFIV J>K>DBJBKQ >P

JRQR>IIV BU@IRPFSB��� b! QVMF@>I >ODRJBKQeFP QE>Q MOLCBPPFLK>I KLK


C>JFIV J>K>DBOP PELRIA ?B ?OLRDEQ FK QL MOLSFAB `L?GB@QFSFQVa >KA

Ò>QFLK>IFQVa�QL�QEB�C>JFIV�CFOJ�c��

4EBOB >OB PBSBO>I MOL?IBJP TFQE QEFP T>V LC QEFKHFKD� >GHI	 >I

E:GE:IJ6 I:H I=: DJ I96 I:9 CDI>DC I=6I ;6B>AN B:B7:G H 6G: CDI

53,BD>I�@LJ������ ��>@@BPPBA�/ @QL?BO���������

ABCFKFQFLKP�RPIBD>I�@LJ �C�C>JFIV
LTKBA
?RPFKBPPBP�

��� !KKFH>�(>II�>KA�-> QQF>P�.LOANSFPQ��b0OLCBPPFLK>I

->K>DBJBK Q�FK�&>JFIV�"RPFKBPPBP��4LT >OA�>K�%UQBKABA

5KABOPQ>KAFKD�c�&>JFIV�"RPFKBPP�2BSFBT�����KL��������� 	�

�� ^�� �

��� !KKFH>�(>II�>KA�-> QQF>P�.LOANSFPQ��b0OLCBPPFLK>I

->K>DBJBK Q�FK�&>JFIV�"RPFKBPPBP��4LT >OA�>K�%UQBKABA

5KABOPQ>KAFKD�c�&>JFIV�"RPFKBPP�2BSFBT�����KL��������� 	�

�� ^�� �

��� X#E>MQBO���
�4EB�&>JFIV�"RPFKBPP



EGD;:HH>DC6A	 I=6I I=: HB6GI:HI I=>C< ; DG 6 ;6B>AN 7JH>C:HH ID 9D >H

ID�7G>C<�>C�EGD;:HH>DC6A�B6C6<:B:C IR6H�FJ>8@AN�6H�EDHH>7A:�
��

-:8DC9	 EGD;:HH>DC6A B6C6<:GH 6G: CDI 6AL 6NH EG:E6G:9 ID 9:6A

L>I= I=: HE:8>6A C6IJG: D; ;6B>AN
DLC:9 7JH>C:HH:H� b4EB

FKCIRBK@B LC C>JFIFBP LK ?RPFKBPPBP QEBV LTK >KA J>K>DB FP LCQBK

FKSFPF?IB QL J>K>DBJBKQ QEBLOFPQP >KA ?RPFKBPP P@ELLIP� 4EB @LOB

QLMF@P LC J>K>DBJBKQ BAR@>QFLK_LOD>KFW>QFLK>I ?BE>SFLO� PQO>QBDV�

CFK>K@B� J>OHBQFKD� MOLAR@QFLK� >KA >@@LRKQFKD_>OB Q>RDEQ TFQELRQ

AFCCBOBKQF>QFKD ?BQT BBK C>JFIV >KA KLKC>JFIV ?RPFKBPPBP�c�� 4EFP

ALBP >K FKGRPQF@B QL QEB RKFNRB TLOHFKDP LC > C>JFIV
LTKBA

?RPFKBPP�

.=>G9	 6 EGD;:HH>DC6A B6C6<:G ;GDB I=: DJ IH>9: >H CDI 6AL 6NH

EG:E6G:9	 E:G =6EH CDI :K:C BDHI D; I=: I>B:	 ID 9:6A L> I= I=:

HE:8>6A C6IJG: D; ;6B>AN 8DBE6C>:H� 4EB ALJFK>KQ SFBT LK

MOLCBPPFLK>I J>K>DBJBKQ ALTKMI>VP QEB FJMLOQ>K@B LC QEB PL@F>I

>KA @RIQRO>I @LKQBUQ� b4EFP FP > MOL?IBJ FK C>JFIV CFOJP TEBOB C>JFIV

OBI>QFLKP� KLOJP� >KA S>IRBP >OB @OR@F>I QL QEB TLOHFKDP >KA

ABSBILMJBKQ LC QEB ?RPFKBPP�c�� )Q FP >ODRBA QE>Q QEB JB>KFKD

��� !KKFH>�(>II�>KA�-> QQF>P�.LOANSFPQ��b0OLCBPPFLK>I

->K>DBJBK Q�FK�&>JFIV�"RPFKBPPBP��4LT >OA�>K�%UQBKABA

5KABOPQ>KAFKD�c�&>JFIV�"RPFKBPP�2BSFBT�����KL��������� 	�

�� ^�� �

��� +BIFK�%��'BOPF@H�BQ�>I���'BKBO>QFLK�QL�'BKBO>QFLK��,FCB

#V@IBP�LC�QEB�&>JFIV�"RPFKBPP��#>J?OFADB��-!��/TKBO

->K>DBA�" RPFKBPP�)KPQFQRQB��(>OS>OA�" RPFKBPP�3@ELLI

0OBPP����� �	����

��� !KKFH>�(>II�>KA�-> QQF>P�.LOANSFPQ��b0OLCBPPFLK>I

->K>DBJBK Q�FK�&>JFIV�"RPFKBPPBP��4LT >OA�>K�%UQBKABA

5KABOPQ>KAFKD�c�&>JFIV�"RPFKBPP�2BSFBT�����KL��������� 	�

�� ^�� �

#E>MQBO���
�4EB�&>JFIV�"RPFKBPPX���



?RPFKBPP C>JFIFBP >QQ>@E QL QEBFO ?RPFKBPPBP FP DRFABA ?V C>JFIV

S>IRBP >KA BUMB@Q>QFLKP_PL JR@E PL QE>Q b>KVQEFKD LO >KVLKB QE>Q

FKQBOORMQP�QEFP�CO>DFIFQV�@LRIA�PBKA�QEB�?RPFKBPP�FKQL�@E>LP�c��

4EB EFOFKD LC >K LRQPFAB J>K>DBO� QEBOBCLOB� PELRIA FK@IRAB >K

>PPBPPJBKQ LC ?LQE;DGB6A 8DBE:I:C8: >KA 8JAIJG6A 8DBE:I:C8: �

&LOJ>I @LJMBQBK@B OBCBOP QL CLOJ>I BAR@>QFLK� QO>FKFKD� >KA

BUMBOFBK@B LRQPFAB QEB C>JFIV ?RPFKBPP� !IQELRDE FQ FP @BOQ>FKIV

EBIMCRI >KA >MMOLMOF>QB� CLOJ>I @LJMBQBK@B FP KLQ PRCCF@FBKQ CLO

J>K>DBOF>I BCCB@QFSBKBPP� )Q KBBAP QL ?B PRMMIBJBKQBA TFQE @RIQRO>I

@LJMBQBK@B� >K RKABOPQ>KAFKD LC QEB @RIQROB LC > PMB@FCF@ CFOJ�

)KQBOBPQFKDIV� JLPQ C>JFIV ?RPFKBPPBP ILLH LKIV QL CLOJ>I

@LJMBQBK@B�TEBK�PBIB@QFKD�>�#%/�� �

Culture and Nonfamily CEOs

)Q FP BUQOBJBIV FJMLOQ>KQ QL RKABOPQ>KA QEB @RIQROB LC QEB C>JFIV

CFOJ� )Q JB>KP QE>Q >P > IB>ABO VLR E>SB QL ?B PBKPFQFSB QL QEB

LOD>KFW>QFLKaP OB>@QFLKP LK QEB QEFKDP VLR P>V >KA AL� ) E>SB > ILKD


QBOJ BJMILVBB LK J V J>K>DBJBKQ QB>J� >KA PEB FP JV DRFAB FK

QEBPB FPPRBP� 3EB @>K QBII JB ELT QEB LOD>KFW>QFLK TFII OB>@Q >KA

ELT QEFKDP >OB IFHBIV QL ?B OB@BFSBA� 7 B E>SB QL ?RFIA LK QEB M>PQ

BSBK QELRDE TB E>SB QL AL > ILQ LC QEFKDP FK KBT >KA AFCCBOBKQ T>VP�

��� !KKFH>�(>II�>KA�-> QQF>P�.LOANSFPQ��b0OLCBPPFLK>I

->K>DBJBK Q�FK�&>JFIV�"RPFKBPPBP��4LT >OA�>K�%UQBKABA

5KABOPQ>KAFKD�c�&>JFIV�"RPFKBPP�2BSFBT�����KL��������� 	�

�� ^�� �

� �� !KKFH>�(>II�>KA�-> QQF>P�.LOANSFPQ��b0OLCBPPFLK>I

->K>DBJBK Q�FK�&>JFIV�"RPFKBPPBP��4LT >OA�>K�%UQBKABA

5KABOPQ>KAFKD�c�&>JFIV�"RPFKBPP�2BSFBT�����KL��������� 	�

�� ^�� �

��� X#E>MQBO���
�4EB�&>JFIV�"RPFKBPP



" RQ ?B@>RPB LC QEB @RIQROB� QEFP JFDEQ ?B SBOV PBKPFQFSB� �4EB TLOAP

LC�>�KLKC>JFIV�#%/�FK�>�C>JFIV�?RPFKBPP�	

!P > KLK
C>JFIV #%/ � VLR E>SB QL E>SB FK
ABMQE OBPMB@Q CLO QEB

FKSFPF?IB CLO@BP >JLKD QEB BJMILVBBP FK QEB C>JFIV CFOJ� 9LR @>KKLQ

BP@>MB QEB C>@Q QE>Q QEBOB TFII >IT >VP ?B PMB@F>I ?LKAP ?BQT BBK QEB

C>JFIV CFOJ >KA QEB LTKBO� !I T >VP� �4EB TLOAP LC > KLKC>JFIV #%/

FK�>�C>JFIV�?RPFKBPP�	��

/KB @LK@BOK LC C>JFIV ?RPFKBPPBP J>V ?B QE>Q QEB EFOFKD LC >

KLKC>JFIV J>K>DBO TFII OBPRIQ FK QEB ILPP LC QEBFO bC>JFIFKBPP�c

( LT BSBO� LKB PQRAV CLRKA QE>Q� BSBK TFQE KLKC>JFIV J>K>DBOP

?OFKDFKD KLKC>JFIV J>K>DBJBKQ >@QFSFQFBP� PQVIBP� >KA

@E>O>@QBOFPQF@P� bQEB PMB@F>I >KA RKFNRB >PMB@QP >KA CLO@BP LC QEB

PVPQBJ LC QEB C>JFIV� FQP FKAFSFAR>I C>JFIV JBJ?BOP� >KA QEB ?RPFKBPP

FQPBIC MOLSFAB > PVKBODFPQF@ CLO@B QE>Q LCCPBQP QEB LRQPFAB FKCIRBK@BP

LC QEB ;KLKC>JFIV J>K>DBOP<�c�� 4EFP P>JB PQRAV >@HKLT IBADBA�

ELT BSBO� QE>Q QEBFO OBPB>O@E AFA KLQ CL@RP LK RKABOPQ>KAFKD >Q

TE>Q MLFKQ LO MBO@BKQ>DB LC KLKC>JFIV JBJ?BOP� QEB CBBIFKD LC

bC>JFIFKBPPc�TFII�?BDFK�QL�BOLAB���

��� !KKFH>�(>II�>KA�-> QQF>P�.LOANSFPQ��b0OLCBPPFLK>I

->K>DBJBK Q�FK�&>JFIV�"RPFKBPPBP��4LT >OA�>K�%UQBKABA

5KABOPQ>KAFKD�c�&>JFIV�"RPFKBPP�2BSFBT�����KL��������� 	�

�� ^�� �

��� -> QQEBT�#��3LKCFBIA�>KA�2L?BOQ�.��,RPPFBO��b&>JFIV


- BJ?BO�>KA�.LK
C>JFIV
- BJ?BO�->K>DBOP�FK�&>JFIV

" RPFKBPPBP�c�*LROK>I�LC�3J>II�" RPFKBPP�>KA�%KQBOMOFPB

$BSBILMJBKQ�����KL��������� 	�����^ ��� �

��� -> QQEBT�#��3LKCFBIA�>KA�2L?BOQ�.��,RPPFBO��b&>JFIV


- BJ?BO�>KA�.LK
C>JFIV
- BJ?BO�->K>DBOP�FK�&>JFIV

" RPFKBPPBP�c�*LROK>I�LC�3J>II�" RPFKBPP�>KA�%KQBOMOFPB

$BSBILMJBKQ�����KL��������� 	�����^ ��� �

#E>MQBO���
�4EB�&>JFIV�"RPFKBPPX�� �



Employment Qualifications

/KB L C QEB JLOB AFCCF@RIQ @E>IIBKDBP QE>Q > C>JFIV ?RPFKBPP JRPQ

C>@B FP ABQBOJFKFKD BJMILVJBKQ NR>IFCF@>QFLKP CLO BJMILVBBP� ?LQE

C>JFIV >KA KLKC>JFIV� 4EB I>@H LC > @IB>O BJMILVJBKQ MLIF@V >KA

MOL@BPP @>K IB>A QL J>GLO @LKCIF@QP FK QEB @LJM>KV� 5KCLOQRK>QBIV�

FQ TLRIA >MMB>O QE>Q� ABPMFQB QEBFO ?BKBCFQ� JLPQ C>JFIV ?RPFKBPPBP

E>SB > C>JFIV BJMILVJBKQ MLIF@V��� !P > OBPRIQ� J>KV C>JFIV

?RPFKBPPBP J>V BKA RM TFQE JLOB BJMILVBBP COLJ QEB C>JFIV QE>K

QEB @LJM>KV KBBAP� >KA PLJB LC QEBPB MBLMIB J>V KLQ BSBK ?B

NR>IFCFBA LO PRFQ>?IB CLO QEB GL?P QEBV E>SB ?BBK DFSBK� b3LJB C>JFIV

?RPFKBPPBP BSBK CFKA QEBJPBISBP >@NRFOFKD ?RPFKBPPBP QE>Q E>SB KL

OBI>QFLKPEFM TFQE QEBFO LOFDFK>I ?RPFKBPP LO HBBMFKD PLJB

RKMOLCFQ>?IB ?RPFKBPP IFKBP GRPQ QL J>HB PROB QE>Q BSBOV?LAV FK

QEB C>JFIV DBQP > GL? TFQEFK QEB @LJM>KV�c�� 4EFP HFKA LC PFQR>QFLK

?BKBCFQP�KL�LKB�

! TOFQQBK C>JFIV
?RPFKBPP BJMILVJBKQ MLIF@V @>K PLISB > J VOF>A

LC MOL?IBJP ?B@>RPB FQ PMBIIP LRQ QEB PMB@FCF@ QBOJP CLO C>JFIV >KA

KLKC>JFIV JBJ?BOP TFQE OBPMB@Q QL OB@ORFQFKD� EFOFKD� MOLJLQFKD�

��� b'!2"! '%�). _'!2"! '%�/ 54��&>JFI V�%JMILVJBKQ

0LIF@FBP�c�2B'%.%2 ! 4)/ .�0 >OQKBOP��->V���� ���>@@BPPBA

/ @QL?BO����������T T T �OBDBKBO>QFLK
M>OQKBOP�@LJ �

>OQJ>K�RMIL>AP���
 ��� � 
J> V
KBTP�MAC�

��� b&>JFIV�- BJ?BO�%JMILVJBKQ�0LIF@FBP��#>PB�3QRAV���

3!" )3	�c�)&#�#LOMLO>QB�'LSBOK>K@B��������>@ @BPPBA

/ @QL?BO����������T T T �PJBQLLIHFQ�LOD�PJB QLLIHFQ�BK �

@LKQBKQ�BK �� � �� �&>JFI V
- BJ?BO
%JMIL VJBKQ


0LIF@FBP
#>PB
3QRAV
��
 3!" )3�#��!%
�

��� X#E>MQBO���
�4EB�&>JFIV�"RPFKBPP



@LJMBKP>QFKD� >KA QBOJFK>QFKD� /KB OB@LJJBKA> QFLK FP QE>Q >K

FAB>I�C>JFIV�BJMILVJBKQ�MLIF@V�PELRIA�FK@IRAB�QEB�CLIILTFKD���

d b%UMI>FK�QEB�C>JFIV�BJMILVJBKQ�MLIF@VaP�MROMLPB�>KA

MEFILPLMEV�c

d b$BP@OF?B�ELT�C>JFIV�JBJ?BOP�TFII�>MMIV�>KA�?B�@LKPFABOBA

CLO�MLPFQFLKP�c

d b#L SBO�QEB�DBKBO>I�@LKAFQFLKP�LC�BJMILVJBKQ��FK@IRAFKD

@LJMBKP>QFLK�>KA�PRMBOSFPFLK�c

d b/RQIFKB�QEB�>MMOL>@E�QL�?B�Q>HBK�FK�ABSBILMFKD�>KA

MOLJLQFKD�C>JFIV�?RPFKBPP�JBJ?BOP�c

d ->H B�@IB>O�QE>Q�C>JFIV�JBJ?BOP�TFII�?B�@LJMIBQFKD�QEB�P>JB

>MMIF@>QFLKP�QE>Q�LQEBO�@>KAFA>QBP�TFII�@LJMIBQB�

d )K@IRAB�>K�FKPMFOFKD�>KA�RM?B>Q�OBJFKABO�QE>Q�QEB�MLIF@VaP

MROMLPB�FP�QL�EBIM�QEB�C>JFIV�?RPFKBPP�PR@@BBA�>KA�QL�PRMMLOQ�

ABSBILM��>KA�JLQFS>QB�C>JFIV�JBJ?BOP�QL�IB>A�PR@@BPPCRI�>KA

MOLAR@QFSB�IFSBP�

d ( >SB�>II�C>JFIV�?RPFKBPP�LTKBOP�PFDK�QEB�MLIF@V��FKAF@>QFKD�QEBV

E>SB�OB>A�>KA�>DOBBA�QL�FQ�

/QEBOP E>SB OB@LJJBKAB A bQE>Q C>JFIV JBJ?BOP JBBQ QEOBB

NR>IFCF@>QFLKP ?BCLOB QEBV >OB >IILT BA QL GLFK QEB C>JFIV ?RPFKBPP LK

> MBOJ>KBKQ ?>PFP� >K >MMOLMOF>QB BAR@>QFLK>I ?>@HDOLRKA� QEOBB QL

CFSB VB>OPa LRQPFAB TLOH BUMBOFBK@B� >KA >K LMBK� BUFPQFKD MLPFQFLK

FK�QEB�CFOJ�QE>Q�J>Q@EBP�QEBFO�?>@HDOLRKA�c� �

��� b'!2"! '%�). _'!2"! '%�/ 54��&>JFI V�%JMILVJBKQ

0LIF@FBP�c�2B'%.%2 ! 4)/ .�0 >OQKBOP��->V���� ���>@@BPPBA

/ @QL?BO����������T T T �OBDBKBO>QFLK
M>OQKBOP�@LJ �

>OQJ>K�RMIL>AP���
 ��� � 
J> V
KBTP�MAC�

� �� #O>FD�%��!OLKLCC�>KA�*LEK�,��7 >OA��&>JFIV�"RPFKBPP

3R@@BPPFLK��4EB�&FK>I�4BPQ�LC�'OB>QKBPP��->OFBQQ>��'!�

" RPFKBPP�/TKBO�2BPLRO@BP������	��>P�@FQBA�FK�b.BMLQFPJ�c

#E>MQBO���
�4EB�&>JFIV�"RPFKBPPX���



4EBOB >OB KL ORIBP QE>Q AF@Q>QB QEB @LKQBKQ LC > C>JFIV ?RPFKBPP

BJMILVJBKQ MLIF@V� PL AFCCBOBK@BP COLJ LKB C>JFIV ?RPFKBPP QL

>KLQEBO @>K ?B BUMB@QBA� ( LT BSBO� FQ FP SBOV FJMLOQ>KQ bQL PBQ

BJMILVJBKQ @LKAFQFLKP QE>Q AL KLQ AFP@OFJFK>QB >D>FKPQ LO C>SLO

C>JFIV JBJ?BOP� 4EFP TLRIA EBIM BPQ>?IFPE >K >QJLPMEBOB LC

C>FOKBPP�>KA�JLQFS>QFLK�CLO�>II�BJMILVBBP�LC�QEB�C>JFIV�?RPFKBPP�c��

4EB ?BKBCFQP LC >K BJMILVJBKQ MLIF@V KLQTFQEPQ>KAFKD� QEB FAB>

J> V ?B JBQ TFQE OBPFPQ>K@B� 4EBOB J> V ?B QEB CBBIFKD QE>Q EFOFKD

AB@FPFLKP CLO C>JFIV JBJ?BOP PELRIA ?B PBM>O>QB COLJ QEB EFOFKD

AB@FPFLKP CLO KLKC>JFIV JBJ?BOP ?B@>RPB ?BFKD > C>JFIV JBJ?BO

MOLSFABP PMB@F>I NR>IFCF@>QFLKP QE>Q @>KKLQ ?B J>Q@EBA ?V PLJBLKB

LRQPFAB QEB C>JFIV� ( LT QL MOL@BBA TFII RIQFJ>QBIV C>II LK QEB

PELRIABOP�LC�QEB�C>JFIV�?RPFKBPP�LTKBO�

Salaries and Compensation

!P AFCCF@RIQ >P EFOFKD AB@FPFLKP J>V ?B CLO QEB C>JFIV ?RPFKBPP�

AB@FPFLKP >?LRQ P>I>OFBP >KA @LJMBKP>QFLK >OB MOL?>?IV BSBK TLOPB�

. L J> QQBO ELT T BII
FKQBKQFLKBA >KA TBII
ABPFDKBA QEB @LJM>KVaP

@LJMBKP>QFLK MI>K J>V ?B� QEBOB TFII PQFII ?B GB>ILRPFBP� E>OA

CBBIFKDP� PBSBOBA PF?IFKD OBI>QFLKPEFMP� >KA BSBK I>TPRFQP�

M>OQF@RI>OIV >JLKD QELPB C>JFIV JBJ?BOP TEL CBBI QEBV E>SB ?BBK

2BCBOBK@B�CLO�"RPFKBPP�@LJ������ ��>@@BPPBA�/ @QL?BO���

������T T T �OBCBOBK@BCLO?RPFKBPP�@LJ �PJ>II �->FI
/M �

. BMLQFPJ�EQJI�

��� b&>JFIV�- BJ?BO�%JMILVJBKQ�0LIF@FBP��#>PB�3QRAV���

3!" )3	�c�)&#�#LOMLO>QB�'LSBOK>K@B��������>@ @BPPBA

/ @QL?BO����������T T T �PJBQLLIHFQ�LOD�PJB QLLIHFQ�BK �

@LKQBKQ�BK �� � �� �&>JFI V
- BJ?BO
%JMIL VJBKQ


0LIF@FBP
#>PB
3QRAV
� 
 3!" )3�#���!%
�

��� X#E>MQBO���
�4EB�&>JFIV�"RPFKBPP



QOB>QBA RKC>FOIV��� 4EFP MOBPBKQP > A>RKQFKD @E>IIBKDB� ELT QL

ABSBILM > @LJMBKP>QFLK MI>K QE>Q TFII ?B C>FO QL C>JFIV JBJ?BOP >KA

DLLA�CLO�QEB�?RPFKBPP�

/KB L C QEB DOB>QBPQ PQORDDIBP LC LMBO>QFKD > C>JFIV ?RPFKBPP FP

PBM>O>QFKD QEB C>JFIV COLJ QEB ?RPFKBPP� /E VBP� QEBOB >OB J>KV

DOB>Q ?BKBCFQP QL E>SFKD C>JFIV FK QEB ?RPFKBPP >KA QL ?BFKD > C>JFIV

JBJ?BO FK > C>JFIV ?RPFKBPP� ?RQ QEB JLPQ AFCCF@RIQ MOL?IBJP OBPRIQ

TEBK bC>JFIV S>IRBPc >KA FPPRBP Q>HB LSBO� IB>SFKD ?RPFKBPP S>IRBP

>KA KBBAP T>KQFKD� 4EBOB FP KL DOB>QBO PLRO@B CLO C>JFIV ?RPFKBPP

MOL?IBJP_KLO JLOB CBOQFIB DOLRKA CLO QEBFO @ROB_QE>K QEB C>JFIV

?RPFKBPP�@LJMBKP>QFLK�PVPQBJP���

Some of the Problems

&>JFIV ?RPFKBPPBP LCQBK J>HB PBSBO>I @LJJLK JFPQ>HBP TEBK

ABSBILMFKD�QEBFO�@LJMBKP>QFLK�MI>KP�

d 4EBV�@LKPFABO�C>FO�@LJMBKP>QFLK�QL�?B�BNR>I�@LJMBKP>QFLK�CLO

>II�C>JFIV�JBJ?BOP��PLJBQFJBP�BSBK�CLO�QEB�LTKBO��4EFP

@OB>QBP�>�SBOV�PQF@HV�PFQR>QFLK�?B@>RPB�>II�C>JFIV�JBJ?BOP�>OB

KLQ�@OB>QBA�BNR>I��b)Q�FP�PLJBQFJBP�AFCCF@RIQ�QL�>PPBPP�>KA

@LJM>OB�QEB�Q>IBKQP�LC�C>JFIV�JBJ?BOP�TEL�>OB�>IPL

��� b&>JFIV�/TKB A�" RPFKBPPBP��#LJMBKP>QFLK�FK�&>JFIV

" RPFKBPPBP�c�'>B?IBO�@LJ�2 BPLRO@BP�CLO�%KQOBMOBKBROP�

���� ��>@@BPPBA�/ @QL?BO����������T T T �D>B?IBO�@LJ �

#LJMBKP>QFLK
FK
&>JFIV
" RPFKBPPBP�EQJ�

��� "BOK>OA�*��$ a! SBII>�*O��>KA�( >KKL@E�7BFPJ>K��b7 EV

#LJMBKP>QFLK�CLO�&>JFIV�- BJ?BOP�3ELRIA�"B�>Q�->OHBQ

6>IRB�c�&>FOIBFDE�$F@HFKPLK�5KFSBOPFQV������ ��>@@BPPBA

/ @QL?BO����������SFBT �CAR�BAR�ABC>RIQ�>PMU�FA�� ����

#E>MQBO���
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BJMILVBBP��. LO�AL�>II�C>JFIV�JBJ?BOP�@LKQOF?RQB�BNR>IIV�QL

QEB�?RPFKBPP��!P�>�OBPRIQ�LC�QEB�PQOBPP�QE>Q�QEFP�@>RPBP��J>KV

C>JFIV�?RPFKBPP�LTKBOP�FDKLOB�QEB�MOL?IBJ�>KA�IBQ

@LJMBKP>QFLK�?B@LJB�>�?OBBAFKD�DOLRKA�CLO�AFPPBKPFLK�FK�QEB

C>JFIV�c��

d 4EBV�AL�KLQ�@LJMBKP>QB�TFSBP�CLO�QEB�TLOH�QEBV�AL��4EB

OB>PLK�LCQBK�DFSBK��) Q�P>SBP�LK�Q>UBP��. LQ�PROMOFPFKDIV��QEFP

>MMOL>@E�IB>SBP�TFSBP�FPLI>QBA�COLJ�QEB�?RPFKBPP��FKSFPF?IB�FK

QEB�AB@FPFLK
J>HFKD�MOL@BPP��>KA�RK>MMOB@F>QBA��4EFP�MOL?IBJ

BUQBKAP�QL�QEB�@LJMBKP>QFLK�LC�PLKP�>KA�A>RDEQBOP�>P�TBII��!

PROSBV�?V�->PP�-RQR>I�)KPRO>K@B�#LJM>KV�2BCBOBK@BA�FK

+>QEV�->OPE>@H��� OBMLOQBA�>�?FD�AFP@OBM>K@V�>JLKD�QEB

P>I>OFBP�LC�PLKP�>KA�A>RDEQBOP�FK�C>JFIV�?RPFKBPPBP�>@OLPP

!JBOF@>��4EB�>SBO>DB�P>I>OV�LC�QEB�QVMF@>I�PLK�FK�>�C>JFIV

?RPFKBPP�T>P������ ��� ��TEFIB�EFP�PFPQBO�B>OKBA�LKIV���� ���� �

4EFP�J>V�?B�ARB�QL�QEB�QBKABK@V�LC�PLKP�?BFKD�DOLLJB A�CLO

IB>ABOPEFM��TEFIB�A>RDEQBOP�>OB�DOLLJB A�CLO�QEB�PRMMLOQFSB

OLIBP�QE>Q�@LJJ>KA�IL T BO�P>I>OFBP�

d 4EB�@LJMBKP>QFLK�CLO�C>JFIV�JBJ?BOP�FP�EFDEBO�QE>K�QE>Q�CLO

KLKC>JFIV�JBJ?BOP��?RQ�QEB�AFCCBOBKQF>I�FP�KLQ�QFBA�QL�QEB

>@QR>I�GL?�OBNRFOBJBKQP�LO�MBOCLOJ>K@B��4EFP�PFQR>QFLK�@>K

IB>A�QL�>KDBO��OBAR@BA�JLQFS>QFLK��OBPBKQJBKQ��>KA�BSBKQR>I

ABM>OQROB�LC�QEB�KLKC>JFIV�JBJ?BO�COLJ�QEB�CFOJ�

��� +>QEV�->OPE>@H��b(LT�QL�!OOFSB�>Q�&>FO�#LJMBKP>QFLK�FK

>�&>JFIV�"RPFKBPP�c�!JBOF@>K�#EOLKF@IB��&B?OR>OV��� �

������>@ @BPPBA�/ @QL?BO���������

T T T �>JBOF@>K@EOLKF@IB�@LJ �>OQF@IBP�SFBT��� ��� �

��� b( LT�QL�!OOFSB�>Q�&>FO�#LJMBKP>QFLK�FK�>�&>JFIV

" RPFKBPP�c�!JBOF@>K�#EOLKF@IB��&B?OR>OV��� �������

>@@BPPBA�/ @QL?BO����������T T T �>JBOF@>K@EOLKF@IB�@LJ �

>OQF@IBP�SFBT��� ��� �

��� X#E>MQBO���
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d 4EB ?RPFKBPP LSBOM>VP C>JFIV JBJ?BOP_CLO > S>OFBQV LC

OB>PLKP���

� b'RFIQ��?B@>RPB�JLJ���MLM�T BOB�PL�?RPV�TLOHFKD�TEBK

QEB�HFAP�TBOB�VLRKD�c

� b&B>O�LC�@LKCIF@Q��?B@>RPB�PLJBLKBaP�TFCB�QEOB>QBKP�KLQ�QL

@LJB�QL�QEB�C>JFIV�MF@KF@�c

� b2BPFPQ>K@B�QL�@E>KDB��?B@>RPB�4̀E>QaP�QEB�T>V�TBaSB

>IT >VP�ALKB�FQ�ac

� b)K>?FIFQV�QL�@LKCOLKQ�C>JFIV�JBJ?BOP�TEL�CBBI�B̀KQFQIBAa�QL

FKCI>QBA�P>I>OFBP�c

� b$BQBOJFK>QFLK�QL�JFKFJFWB�BPQ>QB�Q>UBP�?V�QO>KPCBOOFKD

T B>IQE�QEOLRDE�@LJMBKP>QFLK�c

d %JLQFLK>I MOBPPROBP >OB >IILT BA QL ABQBOJFKB @LJMBKP>QFLK

MLIF@FBP� 7E>Q QEFP JB>KP FP QE>Q @LJMBKP>QFLK FP KLQ @LOOB@QIV

ABQBOJFKBA ?V GL? OBNRFOBJBKQP >KA MBOCLOJ>K@B FK QELPB GL?P�

7 EBK QEFP E>MMBKP� PJ>II MOL?IBJP ABSBILM @BKQOFCRD>I CLO@B���

� b&FDEQFKD�?BQT BBK�PF?IFKD�@LRPFK�M>OQKBOP�FK@OB>PBP�c

��� %IIBK�&O>KHBK?BOD��b%NR>I�)PKaQ�!IT >VP�&>FO��->HFKD

4LRDE�$B@FPFLKP�>?LRQ�4O>KPJFQQFKD�&>JFIV�!PPBQP�c

&O>KHBK?BOD�'OLRM������ ��>@@BPPBA�/ @QL?BO���������

T T T �CO>KHBK?BODDOLRM�@LJ �B NR>I
FPKQ
>IT >VP
C>FO


J>HFKD
QLRDE
AB@FPFLKP
>?LRQ�
QO>KPJFQQFKD
C>JFIV


>PPBQP�EQJI�

��� %IIBK�&O>KHBK?BOD��b%NR>I�)PKaQ�!IT >VP�&>FO��->HFKD

4LRDE�$B@FPFLKP�>?LRQ�4O>KPJFQQFKD�&>JFIV�!PPBQP�c

&O>KHBK?BOD�'OLRM������ ��>@@BPPBA�/ @QL?BO���������

T T T �CO>KHBK?BODDOLRM�@LJ �B NR>I
FPKQ
>IT >VP
C>FO


J>HFKD
QLRDE
AB@FPFLKP
>?LRQ�
QO>KPJFQQFKD
C>JFIV
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� b( >OA
T LOHFKD�C>JFIV�JBJ?BOP�>KA�BJMILVBBP�ILPB

JLO>IB�c

� b7 BII
JLQFS>QBA�@LJMBQBKQ�BJMILVBBP�IB>SB�QEB

@LJM>KV�c

� b4EB�@LJM>KV�ILPBP�FQP�@LJMBQFQFSB�BADB�>KA�DOLTQE

MLQBKQF>I�c

� b&>JFIV�E>OJLKV�AB@OB>PBP�c

� b4EB�S>IRB�LC�QEB�@LJM>KV�AB@IFKBP��LO�FQ�FP�PLIA_CLO�QEB

TOLKD�OB>PLKP�c

Some of the Solutions

$BSBILMFKD > C>FO @LJMBKP>QFLK MI>K CLO QEB C>JFIV ?RPFKBPP FP KLQ

B>PV� )Q OBNRFOBP DLLA C>FQE� QORPQ� >KA DLLA ?RPFKBPP PBKPB� 4EB

ALII>O >JLRKQP LCCBOBA QL C>JFIV JBJ?BOP TFII ?B @OFQF@>I� ?RQ QEB

JLOB MOBPPFKD FPPRB FP C>FOKBPP��� 5KCLOQRK>QBIV� C>FOKBPP FP LCQBK

@LKPQORBA�>P�BNR>IFQV��4EFP�JRPQ�?B�>SLFABA�

4EBOB FP KL QBJMI>QB CLO ABPFDKFKD > @LJMBKP>QFLK MI>K CLO C>JFIV

?RPFKBPPBP��?RQ�QEBOB�>OB�PBSBO>I�OB@LJJBKA> QFLKP���

��� $B>K�&LT IBO�>KA�0BD�->PQBOPLK�%ANRFPQ��b%S>IR>QB�QEB

0OLP�>KA�#LKP�LC�%JMILVFKD�&>JFIV�- BJ?BOP�c�"RPFKBPP

*LROK>I��*RKB����������>@ @BPPBA�/ @QL?BO���������

T T T �?FWGLROK>IP�@LJ �JFI T >RHBB�PQLOFBP����� ��� �

�� �PJ>II ?��E QJI�

��� "BOK>OA�*��$ a! SBII>�*O��>KA�( >KKL@E�7BFPJ>K��b7 EV

#LJMBKP>QFLK�CLO�&>JFIV�- BJ?BOP�3ELRIA�"B�>Q�->OHBQ

6>IRB�c�&>FOIBFDE�$F@HFKPLK�5KFSBOPFQV������ ��>@@BPPBA
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d $BSBILM�>@@RO>QB�GL?�ABP@OFMQFLKP�CLO�B>@E�BJMILVBB�QE>Q

FK@IRAB�OBPMLKPF?FIFQFBP��IBSBI�LC�>RQELOFQV��QB@EKF@>I�PHFIIP��IBSBI

LC�BUMBOFBK@B�>KA�BAR@>QFLK�OBNRFOBA�CLO�QEB�GL?��>KA�DL>IP�CLO

>K�>KKR>I�MBOCLOJ>K@B�OBSFBT ��)K�>�MBOCLOJ>K@B
?>PBA

@LJM>KV��QEB�>JLRKQ�LC�PQL@H�LTKBA�?V�>�C>JFIV�JBJ?BO�TFII

KLQ�?B�OBI>QBA�QL�EFP�LO�EBO�@LJMBKP>QFLK�

d $BSBILM�>�@IB>O�MEFILPLMEV�LC�@LJMBKP>QFLK�PL�QE>Q�BSBOVLKB

RKABOPQ>KAP�QEB�PQ>KA>OAP�QE>Q�>OB�RPBA�QL�M>V�MBLMIB��4EB

CLIILTFKD�FP�>�P>JMIB�LC�>�TOFQQBK�@LJMBKP>QFLK�MI>K

MEFILPLMEV�QE>Q�T>P�ABSBILMBA�?V�LKB�C>JFIV�

&>JFIV JBJ?BOP BJMILVBA FK QEB ?RPFKBPP TFII ?B M>FA >@@LOAFKD QL

QEB PQ>KA>OAP FK LRO OBDFLK� >P OBMLOQBA ?V LRO QO>AB >PPL@F>QFLK�

CLO > PMB@FCF@ MLPFQFLK� FK @LJM>KFBP LC LRO PFWB� )K LOABO QL OBQ>FK

DLLA BJMILVBBP TB TFII M>V >II BJMILVBA C>JFIV JBJ?BOP >KA LQEBO

J>K>DBOP TFQEFK QEB QLM NR>OQFIB LC LRO FKARPQOVaP PQ>KA>OAP�

!AAFQFLK>I @LJMBKP>QFLK TFII ?B ?>PBA LK PR@@BPP FK OB>@EFKD

PMB@FCF@ @LJM>KV DL>IP� TFQE ?LKRPBP PE>OBA >JLKD >II JBJ?BOP

LC QEB J>K>DBJBKQ QB>J� ) KAFSFAR>I FK@BKQFSBP TFII ?B ABQBOJFKBA

>@@LOAFKD QL JB>PRO>?IB DL>IP CLO GL? MBOCLOJ>K@B ABQBOJFKBA

B>@E�VB>O��>KA�OBSFBT BA�?V�QEB�>MMOLMOF>QB�J>K>DBO���

d '> QEBO�FKCLOJ>QFLK�>?LRQ�QEB�P>I>OFBP�LC�PFJFI>O�MLPFQFLKP�FK

QEB�FKARPQOV�LC�QEB�C>JFIV�?RPFKBPP�FK�QEB�>MMIF@>?IB�OBDFLK�LC

QEB�@LRKQOV��,LLH�>Q�@LJM>KFBP�QE>Q�>OB�PFJFI>O�FK�QEB�KRJ?BO

LC�BJMILVBBP��OBSBKRB��>KA�MOLAR@Q��)C�MLPPF?IB��L?Q>FK�P>I>OV

��� %IIBK�&O>KHBK?BOD��b%NR>I�)PKaQ�!IT >VP�&>FO��->HFKD

4LRDE�$B@FPFLKP�>?LRQ�4O>KPJFQQFKD�&>JFIV�!PPBQP�c

&O>KHBK?BOD�'OLRM������ ��>@@BPPBA�/ @QL?BO���������

T T T �CO>KHBK?BODDOLRM�@LJ �B NR>I
FPKQ
>IT >VP
C>FO


J>HFKD
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>?LRQ�
QO>KPJFQQFKD
C>JFIV
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>KA�?BKBCFQ�FKCLOJ>QFLK�

d ( >SB�QEB�?>PB�P>I>OV�CLO�B>@E�MLPFQFLK�?B�@LKPFPQBKQ�TFQE�QEB

P>I>OFBP�>KA�T>DBP�M>FA�CLO�@LJM>O>?IB�MLPFQFLKP�>Q�PFJFI>OIV

PFWBA�?RPFKBPPBP��0>VFKD�>Q�QEFP�J>OHBQ�S>IRB�TFII�E>SB�>K

BU@BIIBKQ�BCCB@Q�LK�KLKC>JFIV�JBJ?BOP�?B@>RPB�QEBV�TFII�CBBI

QE>Q�QEBV�>OB�LK�>K�BSBK�MI>VFKD�CFBIA��4EBOB�TFII�?B�>�MLPFQFSB

BCCB@Q�LK�?RPFKBPP�JLO>IB�

d 4EB�C>JFIV�?RPFKBPP�LTKBO�JFDEQ�@LKPFABO�PBBHFKD�LRQPFAB

EBIM�FK�ABQBOJFKFKD�@LJMBKP>QFLK�IBSBIP�CLO�FKAFSFAR>I�C>JFIV

JBJ?BOP��( LT BSBO��QEFP�>PPFPQ>K@B�JRPQ�?B�PBBK�>P�QORIV

L?GB@QFSB��TFQE�KL�OB>PLK�QL�C>SLO�LKB�SFBTMLFKQ�LSBO�>KLQEBO�

Sleepless Nights

! OB@BKQ C>JFIV ?RPFKBPP PROSBV�� OBMLOQBA QE>Q QEB CLIILTFKD QEFKDP

HBBM�C>JFIV�?RPFKBPP�LTKBOP�>T >HB�>Q�KFDEQ�

��� b4EB�&>JFIV�"RPFKBPP�3ROSBV����� ����� �c�0O>UFQV������ �

>@@BPPBA�/ @QL?BO���������

EQQM��� MO>UFQVMOLA�>T B@LJJ�@ LJ �. BTP����� �0 >DBP�

5+&>JFI V" RPFKBPP3ROSBV�>PMU�

��� X#E>MQBO���
�4EB�&>JFIV�"RPFKBPP
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?RPFKBPPBP FPHJ88:HH>DC� !P JBK QFLKBA B>OIFBO FK QEFP @E>MQBO�

PR@@BPPFLK FP >?LRQ M>PPFKD QEB ?RPFKBPP QL QEB KBUQ DBKBO>QFLK�

$B@FPFLKP E>SB QL ?B J>AB >?LRQ TEL TFII Q>HB LSBO QEB IB>ABOPEFM

>KA�LO L TKBOPEFM LC QEB @LJM>KV TEBK QEB @ROOBKQ DBKBO>QFLK

AFBP LO OBQFOBP��� )KQBOBPQFKDIV� bLKIV > QEFOA LC >II C>JFIV ?RPFKBPPBP

PR@@BPPCRIIV J>HB QEB QO>KPFQFLK QL QEB PB@LKA DBKBO>QFLK I>ODBIV

?B@>RPB PR@@BBAFKD DBKBO>QFLKP BFQEBO >OBKaQ FKQBOBPQBA FK ORKKFKD

QEB ?RPFKBPP LO J>HB AO>PQF@ @E>KDBP TEBK QEBV Q>HB QEB EBIJ�c��
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>P IBD>IIV >IILT BA� KLQ BNRFMMBA QL J>K>DB BFQEBO QEB ?RPFKBPP� QEBFO

IFSBP� LO QEBFO C>JFIV� 4EBPB @EFIAOBK PMBKA J>KV OBPBKQCRI VB>OP FK
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QEFKD QL AL� ?RQ PR@@BPPFLK FP > J>QQBO LC PLJB RODBK@V ?B@>RPB
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� #RIQRO>I�S>IRBP�QE>Q�AFP@LRO>DB�PR@@BPPFLK�MI>KKFKD

4EBPB >OB MLT BOCRI CLO@BP TLOHFKD >D>FKPQ PR@@BPPFLK MI>KKFKD� ?RQ

QEBV KBBA QL ?B LSBO@LJB CLO QEB DLLA LC QEB CLRKABO� QEB C>JFIV�

>KA QEB ?RPFKBPP� )Q TFII ?B QOF@HV QL ?>I>K@B QEB KBBAP LC >II QEOBB

>KA�CLIA�QEBJ�FKQL�>�DLLA�PR@@BPPFLK�MI>K�
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T LRIA E>MMBK QL VLRO ABM>OQJBKQ�c�� !P > C>JFIV ?RPFKBPP LTKBO�

VLR PELRIA MLPB QEFP NRBPQFLK FK QBOJP LC VLROPBIC >KA VLRO

?RPFKBPP� (LMBCRIIV� QEFP TFII MOLSFAB QEB FJMBQRP VLR KBBA QL

ABSBILM�>�PR@@BPPFLK�MI>K�

! DLLA PR@@BPPFLK MI>K LRQIFKBP ELT QEB PR@@BPPFLK TFII L@@RO

>KA TE>Q @OFQBOF> TFII ?B RPBA QL GRADB TEBK QEB PR@@BPPLO FP OB>AV

QL Q>HB LK QEB Q>PH� )Q B>PBP QEB CLRKABOaP @LK@BOKP >?LRQ

QO>KPCBOOFKD QEB CFOJ QL PLJBLKB BIPB >KA MOLSFABP QFJB FK TEF@E

QL MOBM>OB CLO > J>GLO @E>KDB FK IFCBPQVIB� )Q BK@LRO>DBP QEB EBFOP QL

T LOH FK QEB ?RPFKBPP� O>QEBO QE>K BJ?>OHFKD LK >IQBOK>QFSB @>OBBOP

?B@>RPB QEBV @>K PBB TE>Q OLIBP QEBV TFII ?B >?IB QL MI>V� !KA FQ

BKAB>SLOP QL MOLSFAB TE>Q FP ?BPQ CLO QEB ?RPFKBPP� FK LQEBO TLOAP� FQ

OB@LDKFWBP QE>Q J>K>DBOF>I >?FIFQV FP JLOB FJMLOQ>KQ QE>K ?FOQEOFDEQ

>KA QE>Q >MMLFKQFKD >K LRQPFAB @>KAFA>QB J>V ?B TFPBO QE>K

BKQORPQFKD QEB @LJM>KV QL > OBI>QFSB TEL E>P KL >MQFQRAB CLO QEB
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PELRIA E>MMBK� PR@E >P QEB ABM>OQROB LO AB>QE LC QEB FKQBKABA

PR@@BPPLO LO QEB FKQBKABA PR@@BPPLO AB@IFKFKD QEB OLIB��� )Q TLRIA

>IPL ?B EBIMCRI QL DBQ PLJB DLLA MOLCBPPFLK>I >ASF@B_COLJ @LJM>KV

>ASFPLOP TEL E>SB BUMBOQFPB FK QEB FKARPQOV >P TBII >P LQEBO C>JFIV
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FKQL�>@@LRKQ�QEB�PQOBKDQEP�>KA�TB>HKBPPBP�LC�QEB�PR@@BPPLO�

4EB�CLIILTFKD�KBBAP�QL�?B�FABKQFCFBA��QEB�OLIBP�>KA�QEB

OBPMLKPF?FIFQFBP�LC�QEB�PR@@BPPLO��QEB�CFIIFKD�LC�HBV�MLPFQFLKP�

PQOR@QROFKD�LC�QEB�?RPFKBPP�QL�CFQ�QEB�PR@@BPPLO��QEB�MLQBKQF>I
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LMBO>QFLKP�LC�QEB�?RPFKBPP��!IQBOK>QFSBP�TFII�?B�@LJM>OBA��>KA

>�CO>JB T LOH�CLO�J>HFKD�VLRO�CFK>I�@ELF@BP�TFII�?B�ABSBILMBA�

4EB�QO>KPCBO�JBQELA�>KA�QEB�QFJBIFKBP�>OB�AB@FABA��4EB�BUFQ

MI>K�PELRIA�QEBK�?B�MR?IFPEBA�>KA�AFPQOF?RQBA�QL�BSBOVLKB�TEL

FP�FKSLISBA�FK�QEB�PR@@BPPFLK�MOL@BPP�

� � #B EA:B:C I6I>DC�6C9�;DAADL 
JE� 4EB�PR@@BPPFLK�MI>K�PELRIA�?B

OBSFBT BA�OBDRI>OIV�>KA�OBSFPBA�>P�PFQR>QFLKP�@E>KDB��)Q�PELRIA

?B�>�AVK>JF@�>KA�>�CIBUF?IB�AL@RJBKQ�

!P AFCCF@RIQ >P QEB MI>KKFKD MOL@BPP @>K ?B� QEB DL>I PELRIA ?B >

PR@@BPPFLK MI>K QE>Q TFII ?B FK QEB ?BPQ FKQBOBPQP LC >II_LO JLPQ_LC

QEB M>OQFBP FKSLISBA� " RPFKBPP FKQBOBPQP PELRIA ?B MRQ >EB>A LC

�� � X#E>MQBO���
�4EB�&>JFIV�"RPFKBPP



C>JFIV FKQBOBPQP� >KA JBOFQ PELRIA ?B BJME>PFWBA LSBO C>JFIV

MLPFQFLK���

The Family Business and Technology

)K ����� TEBK 2� -F@E>BI * LEKPLK_-FHBB QL BSBOVLKB TEL HKLTP

EFJ_QLLH LSBO QEB MOBPPROB
QOB>QBA IRJ?BO @LJM>KV EFP

DO>KAC>QEBO CLRKABA FK ����� EB E>A > DOB>Q FAB>� I>MQLMP CLO >II

J>K>DBOP�>KA�P>IBP�PQ>CC�

b9̀LR TLRIA E>SB QELRDEQ QEB TLOIA T>P @LJFKD >M>OQ�c P>VP

*LEKPLK� #%/ >KA MOBPFABKQ LC #LU )KARPQOFBP FK /O>KDB?ROD� 3LRQE

#>OLIFK>� /KB P>IBPJ>K_@LKSFK@BA QE>Q QEB @LJMRQBO TLRIA ?B

RPBA QL QO>@H EFP JLSBJBKQP LRQPFAB QEB LCCF@B_RM >KA NRFQ� ! ?RVBO

TEL E>A ?BBK TFQE QEB @LJM>KV CLO QEFOQV
CFSB VB>OP P>FA EB TLRIA

IFHB > C>U J>@EFKB ?RQ @LRIA KLQ PBB TEV EB KBBABA > @LJMRQBO

TEBK�EB�E>A�J>K>DBA�GRPQ�CFKB�TFQELRQ�LKB�CLO�PL�ILKD�

!KA QE>Q T>P GRPQ QEB ?BDFKKFKD� )K >K FKARPQOV TEBOB PLJB

?RPFKBPPBP PQFII TOFQB ABIFSBOV QF@HBQP ?V E>KA >KA QLQB QEBJ RM

LK @>I@RI>QLOP� *LEKPLK OB@BKQIV IBA QEB @LJM>KV QEOLRDE >K %20

�BKQBOMOFPB OBPLRO@B MI>KKFKD	 PLCQT >OB @LKSBOPFLK >KA AFPQOF?RQBA

F0ELKBP QL QEB P>IBP QB>J PL QEBV @>K RPB QEB @LJM>KVaP KBT

@RPQLJBO�OBI>QFLKPEFM�J>K>DBJBKQ��#2-	�PVPQBJ�

b`,BQaP GRPQ P>V ) E>SB PMBKQ NRFQB > CBT 3 RKA>V IRK@EBP >CQBO

@ERO@E BUMI>FKFKD QB@EKLILDV >@OLKVJP QL 'O>KAA>A >KA

'O >KAJLJ� c�*LEKPLK�P>VP�

4EB OBPFPQ>K@B QL KBT QB@EKLILDV NRFBQBA� ELT BSBO� >CQBO

��� b&>JFIV�3R@@BPPFLK�0I>K�&FOPQ�4EBK�QEB�3R@@BPPFLK�0I>K

CLO�QEB�&>JFIVaP�"RPFKBPP�c�&>JFIV�"RPFKBPP�%UMBOQP�������

>@@BPPBA�/ @QL?BO����������T T T �C>JFIV
?RPFKBPP


BUMBOQP�@LJ �C>JFIV
PR@@BPPFLK
MI>K�EQJI�

#E>MQBO���
�4EB�&>JFIV�"RPFKBPPX���



*LEKPLK T>P >?IB QL MLFKQ QL J>OHBQ PE>OB DOLTQE LC �� MBO@BKQ

>Q QEB ���� JFIIFLK ?RPFKBPP FK QEB M>PQ VB>O� b4EB KRJ?BOP >OB

PQ>OQFKD QL OBPLK>QB�c EB P>VP� b&FSB VB>OP >DL� ) @LRIAKaQ BSBK P>V

TE>Q LRO J>OHBQ PE>OB T>P ?B@>RPB TB AFAKaQ E>SB QEB QB@EKLILDV

QL�CFDROB�FQ�c���

Key Takeaways

d )JMLOQ>KQ�C>JFIV�FPPRBP�FK@IRAB�@LJJRKF@>QFLK��BJMILVFKD

C>JFIV�>KA�KLK
C>JFIV�JBJ?BOP��MOLCBPPFLK>I�J>K>DBJBKQ�

BJMILVJBKQ�NR>IFCF@>QFLKP��P>I>OFBP�>KA�@LJMBKP>QFLK��>KA

PR@@BPP��%>@E�FPPRB�@>K�@OB>QB�@LKCIF@Q�

d )Q�FP�SBOV�FJMLOQ>KQ�QL�RKABOPQ>KA�QEB�@RIQROB�LC�QEB�C>JFIV

?RPFKBPP��BPMB@F>IIV�?V�KLK
C>JFIV�#%/P�

d 3R@@BPPFLK�MI>KKFKD�FP�@OFQF@>I�QL�QEB�PR@@BPP�LC�M>PPFKD�>

?RPFKBPP�QL�C>JFIV�JBJ?BOP�

���� +>OBK�%��+IBFK��b7 EBK�QEB�4EFOA�'BKBO>QFLK�2RKP�QEB

&>JFIV�"FW�c�" ILLJ?BOD�"RPFKBPP7 BBH��!MOFI�������� �

>@@BPPBA�/ @QL?BO����������T T T �" RPFKBPP7 BBH�@LJ �

PJ>II ?FW�@LKQBKQ�>MO���� �P?�������=�������E QJ�

��� X#E>MQBO���
�4EB�&>JFIV�"RPFKBPP



Conflict

!II ?RPFKBPPBP E>SB @LKCIF@Q� )Q @>K ?B > DLLA QEFKD LO FQ @>K ?B > ?>A

QEFKD�* DH>I>K: DG 8DCHIGJ8I>K: 8DC;A>8I@>K ?B ?BKBCF@F>I QL > C>JFIV

?RPFKBPP TEBK FQ FK@OB>PBP LMMLOQRKFQV OB@LDKFQFLK� MOLAR@BP EFDE


NR>IFQV AB@FPFLKP� BK@LRO>DBP DOLTQE� PQOBKDQEBKP DOLRMP >KA

FKAFSFAR>IP� FK@OB>PBP QEB IB>OKFKD KB@BPP>OV CLO BKQOBMOBKBROF>I

?BE>SFLO� >KA FK@OB>PBP QEB IBSBIP LC @LJJF QJBKQ QL QEB AB@FPFLKP

?BFKD J>AB���� !K B U>JMIB LC MLPFQFSB @LKCIF@Q FP > AFP>DOBBJBKQ

?BQT BBK C>JFIV JBJ?BOP LK QEB PQO>QBDF@ AFOB@QFLK LC QEB C>JFIV

?RPFKBPP� QEB OBPRIQ ?BFKD > JR@E
KBBABA OBQEFKHFKD LC QEB ?RPFKBPP

MI>K�>KA�>�KBT�>DOBBA
LK�SFPFLK�CLO�QEB�@LJM>KV��� �

���� 'B LODB�!J?IBO��b#LKPQOR@QFSB�#LKCIF@Q�)P�%PPBKQF>I�CLO

#OB>QFKD�#LJJFQJBKQ�QL�$B@FPFLKP�c�-> V�������� � �

>@@BPPBA�/ @QL?BO����������+FJ?BO IV�!��%AAIBPQLK��2L?BOQ

&��/QLKAL��>KA�&O>KW�7FIIF�+BIIBOJ>KKP��b#LKCIF@Q�

0>OQF@FM>QFSB�$B@FPFLK
->HFKD��>KA�'BKBO>QFLK>I

/TKBOPEFM�$FPMBOPFLK��!�-RIQFIBSBI�!K>IVPFP�c�*LROK>I�LC

3J>II�" RPFKBPP�->K>DBJBKQ�����KL��������� 	�����^���

>KA�3RWF�1RFUIBV��b5KABOPQ>KAFKD�#LKPQOR@QFSB��

$BPQOR@QFSB�#LKCIF@Q�c�-> V�������>@ @BPPBA�*RKB���������

EQQM��� T T T �PRWFN@LKPRIQFKD�@LJ�> R�COBB=>OQF@IBP=CFIBP

� #/ .���
���#LKPQOR@ QFSB�������$BPQOR@ QFSB���


���-> V���MAC�

�� �� b->K>DFKD�#LKCIF@Q�FK�&>JFIV�"RPFKBPPBP�c�"RPFKBPP�,FKH�

���� ��>@@BPPBA�/ @QL?BO���������

#E>MQBO���
�4EB�&>JFIV�"RPFKBPPX���



" V @LKQO>PQ�C:< 6I>K: DG 9:HIGJ8I>K: 8DC;A>8I@>K EROQ > ?RPFKBPP

?V A>J>DFKD QEB E>OJLKV >KA OBI>QFLKPEFMP LC C>JFIV JBJ?BOP FK

QEB C>JFIV ?RPFKBPP� AFP@LRO>DFKD IB>OKFKD� @>RPFKD LKDLFKD E>OJ

QL DOLRMP >KA FKAFSFAR>IP FK QEB ?RPFKBPP� CORPQO>QFKD >ABNR>QB

MI>KKFKD >KA O>QFLK>I AB@FPFLK J>HFKD� >KA OBPRIQFKD FK MLLO NR>IFQV

AB@FPFLKP���� b4EB >?PBK@B LC DLLA @LKCIF@Q J>HBP FQ QE>Q JR@E

E>OABO QL >@@RO>QBIV BS>IR>QB ?RPFKBPP FAB>P >KA J>HB FJMLOQ>KQ

AB@FPFLKPe"RQ @LKCIF@Q ALBP KLQ JB>K ?OLT?B>QFKD�c��� !K B U>JMIB

LC > KBD>QFSB @LKCIF@Q TLRIA ?B >ODRJBKQP LSBO QEB PR@@BPPLO QL

QEB ?RPFKBPP� 5IQFJ>QBIV� QEB C>FIROB QL >ABNR>QBIV @LKQOLI KBD>QFSB

@LKCIF@Q J>V @LKQOF?RQB QL QEB EFDE JLOQ>IFQV O>QB LC C>JFIV
LTKBA

?RPFKBPPBP����

T T T �?RPFKBPPIFKH�DLS�RH�?ALQD�>@QFLK�

ABQ>FI�QVMB�2%3/ 52#%3�F QBJ)A���� �� �������

���� +FJ?BOIV�!��%AAIBPQLK��2L?BOQ�&��/QLKAL��>KA�&O>KW�7FIIF

+BIIBOJ>KKP��b#LKCIF@Q��0>OQF@FM>QFSB�$B@FPFLK
->HFKD�

>KA�'BKBO>QFLK>I�/TKBOPEFM�$FPMBOPFLK��!�-RIQFIBSBI

!K>I VPFP�c�*LROK>I�LC�3J>II�" RPFKBPP�->K>DBJBKQ�����KL�

������� 	�����^����>KA�3 RWF�1RFUIBV��b5KABOPQ>KAFKD

#LKPQOR@QFSB���$BPQOR@QFSB�#LKCIF@Q�c�-> V������

>@@BPPBA�*RKB���������

EQQM��� T T T �PRWFN@LKPRIQFKD�@LJ�> R�COBB=>OQF@IBP=CFIBP

� #/ .���
���#LKPQOR@ QFSB�������$BPQOR@ QFSB���


���-> V���MAC�

���� 0OLCBPPLO�-F@E>BI�2L?BOQL�COLJ�( >OS>OA�" RPFKBPP

3@ELLI��NRLQBA�FK�'BLODB�!J?IBO��b#LKPQOR@QFSB�#LKCIF@Q

)P�%PPBKQF>I�CLO�#OB>QFKD�#LJJFQJBKQ�QL�$B@FPFLKP�c�-> V

������� � ��>@@BPPBA�/ @QL?BO���������

���� .FDBI�&FK@E��b)ABKQFCVFKD�>KA�!AAOBPPFKD�QEB�#>RPBP�LC

#LKCIF@Q�FK�&>JFIV�"RPFKBPP�c�7 LOHFKD�0>MBO�3BOFBP�

��� X#E>MQBO���
�4EB�&>JFIV�"RPFKBPP



"B@>RPB LC QEB @I>PE ?BQT BBK ?RPFKBPP >KA BJLQFLK>I @LK@BOKP FK

> C>JFIV ?RPFKBPP� QEB MLQBKQF>I CLO KBD>QFSB @LKCIF@Q @>K ?B DOB>QBO

QE>K CLO LQEBO ?RPFKBPPBP���� 4EB QBKPFLK QE>Q BUFPQP >JLKD QEB

MBOPLK>I IFSBP >KA @>OBBO MROPRFQP LC C>JFIV JBJ?BOP @OB>QBP >K

>CI:GGDA: 8DC;A>8I �L@@ROOFKD TEBK > C>JFIV JBJ?BO E>P

PFJRIQ>KBLRP OLIBP TFQE @LKCIF@QFKD BUMB@Q>QFLKP	 FK TEF@E QEB OLIB

MOBPPROBP COLJ T LOH >KA ELJB >OB FK@LJM>QF?IB��� � 4EFP @LKCIF@Q

FP AFCCF@RIQ_FC KLQ FJMLPPF?IB FK PLJB FKPQ>K@BP_QL OBPLISB� b$RB QL

QEB FKQBO@LKKB@QFLK >KA COBNRBKQ @LKQ>@Q >JLKD C>JFIV JBJ?BOP

T LOHFKD FK QEB ?RPFKBPP TFQE QELPB TEL >OB KLQ ?RQ J>V PQFII E>SB

>K LTKBOPEFM PQ>HB� OB@ROOFKD @LKCIF@Q FP EFDEIV MOL?>?IB FK C>JFIV

CFOJP�c���

5KFSBOPFQV�LC�3VAKBV��-> V�������>@ @BPPBA�/ @QL?BO���

������M>MBOP�PPOK�@LJ �PLI� �

M>MBOP�@CJ�>?PQO>@Q=FA��������

���� b->K>DFKD�#LKCIF@Q�FK�&>JFIV�"RPFKBPPBP�c�"RPFKBPP�,FKH�

���� ��>@@BPPBA�/ @QL?BO���������

T T T �?RPFKBPPIFKH�DLS�RH�?ALQD�>@QFLK�

ABQ>FI�QVMB�2%3/ 52#%3�F QBJ)A���� �� �������

�� �� .FDBI�&FK@E��b)ABKQFCVFKD�>KA�!AAOBPPFKD�QEB�#>RPBP�LC

#LKCIF@Q�FK�&>JFIV�"RPFKBPP�c�7 LOHFKD�0>MBO�3BOFBP�

5KFSBOPFQV�LC�3VAKBV��-> V�������>@ @BPPBA�/ @QL?BO���

������M>MBOP�PPOK�@LJ �PLI� �

M>MBOP�@CJ�>?PQO>@Q=FA��������

���� +FJ?BOIV�!��%AAIBPQLK��2L?BOQ�&��/QLKAL��>KA�&O>KW�7FIIF

+BIIBOJ>KKP��b#LKCIF@Q��0>OQF@FM>QFSB�$B@FPFLK
->HFKD�

>KA�'BKBO>QFLK>I�/TKBOPEFM�$FPMBOPFLK��!�-RIQFIBSBI

!K>I VPFP�c�*LROK>I�LC�3J>II�" RPFKBPP�->K>DBJBKQ�����KL�

������� 	�����^���

#E>MQBO���
�4EB�&>JFIV�"RPFKBPPX���



Sources of Conflict

4EB PMB@FCF@ @>RPBP LC @LKCIF@Q FK > C>JFIV ?RPFKBPP >OB J>KV�

"B@>RPB QEB QVMF@>I RKABOPQ>KAFKD LC @LKCIF@Q FK C>JFIV ?RPFKBPPBP

FP QE>Q @LKCIF@Q OBCBOP QL KBD>QFSB @LKCIF@Q QE>Q FP RKEB>IQEV >KA

AFPORMQFSB��KBD>QFSB�@LKCIF@Q�FP�QEB�CL@RP�LC�QEFP�PB@QFLK�

4EB 0OF@BT >QBOELRPB#LLMBOP &>JFIV "RPFKBPP 3ROSBV���

FABKQFCFBA�>�@LOB�DOLRM�LC�FPPRBP�QE>Q�>OB�IFHBIV�QL�@>RPB�QBKPFLK�

���� b->HFKD�>�$FCCBOBK@B��4EB�0OF@BT >QBOELRPB#LLMBOP

&>JFIV�"RPFKBPP�3ROSBV���� � ���� c

0OF@B7 >QBOELRPB#LLMBOP��.LSBJ?BO���� � ��>@@BPPBA

/ @QL?BO����������T T T �MT @�@LJ �BK=4( �QE�

MR?IF@>QFLKP�>PPBQP�M T @=C?P=PROSBV�MAC�

��� X#E>MQBO���
�4EB�&>JFIV�"RPFKBPP



#HHJ:��6JH>C<�. :CH>DC

�6JH:H
-DB:
. :CH>DC
���

�6JH:H�6
&DI�D;
. :CH>DC����

$FP@RPPFLK�>?LRQ�QEB�CRQROB�PQO>QBDV�LC�QEB
?RPFKBPP �� �

0BOCLOJ>K@B�LC�C>JFIV�JBJ?BOP�>@QFSBIV
FKSLISBA�FK�QEB�?RPFKBPP �� �

$B@FPFLKP�>?LRQ�TEL�@>K�>KA�@>KKLQ�TLOH�FK
QEB�?RPFKBPP �� �

&>FIROB�LC�C>JFIV�JBJ?BOP�>@QFSBIV�FKSLISBA�FK
QEB�?RPFKBPP�QL�@LKPRIQ�QEB�TFABO�C>JFIV�LK
HBV�FPPRBP

�� �

$B@FPFLKP�>?LRQ�QEB�OBFKSBPQJBKQ�LC�MOLCFQP�FK
QEB�?RPFKBPP�SBOPRP�QEB�M>VJBKQ�LC�AFSFABKAP�� �

4EB�PBQQFKD�LC�OBJRKBO>QFLK�IBSBIP�CLO�C>JFIV
JBJ?BOP�>@QFSBIV�FKSLISBA�FK�QEB�?RPFKBPP �� �

4EB�OLIB�FK
I>TP�PELRIA�LO�PELRIA�KLQ�MI>V�FK
QEB�?RPFKBPP �� �

$B@FPFLKP�>?LRQ�TEL�@>K�>KA�@>KKLQ�ELIA
PE>OBP�FK�QEB�?RPFKBPP �� �

$FP@RPPFLKP�>?LRQ�QEB�?>PFP�LK�TEF@E�PE>OBP
FK�QEB�?RPFKBPP�PELRIA�?B�S>IRBA �� �

2BGB@QFLK�LC�@ELPBK�PR@@BPPLO�?V�LQEBO�C>JFIV
JBJ?BOP �� �

!AA QL QEFP QEB C>@Q QE>Q bC>JFIV CFOJP >OB MOLKB QL MPV@ELAVK>JF@

BCCB@QP IFHB PF?IFKD OFS>IOV� @EFIAOBKaP ABPFOB QL AFCCBOBKQF>QB

QEBJPBISBP COLJ QEBFO M>OBKQP� J>OFQ>I AFP@LOA� FABKQFQV @LKCIF@Q�

>KA PR@@BPPFLK >KA FKEBOFQ>K@B MOL?IBJP QE>Q KLKC>JFIV ?RPFKBPPBP

#E>MQBO���
�4EB�&>JFIV�"RPFKBPPX���



AL KLQ PRCCBO COLJ� c��� >KA FQaP B>PV QL PBB ELT QEB C>JFIV ?RPFKBPP FP

>�CBOQFIB�CFBIA�CLO�KBD>QFSB�@LKCIF@Q����

3BSBO>I LQEBO PLRO@BP LC @LKCIF@Q @>K L@@RO FK > C>JFIV
LTKBA

?RPFKBPP� ! P>JMIFKD LC QELPB PLRO@BP FP AFP@RPPBA EBOB� !II E>SB

QEB MLQBKQF>I QL >ASBOPBIV FJM>@Q C>JFIV OBI>QFLKPEFMP� ?RPFKBPP

LMBO>QFLKP��>KA�?RPFKBPP�OBPRIQP�

d ,> K6AGN� ( >OOV�,BSFKPLK�COLJ�QEB�( >OS>OA�" RPFKBPP�3@ELLI

J>FKQ>FKP�QE>Q��bQEB�CRKA>JBKQ>I�MPV@ELILDF@>I�@LKCIF@Q�FK

C>JFIV�?RPFKBPPBP�FP�OFS>IOV��@LJMLRKABA�?V�CBBIFKDP�LC�DRFIQ�

TEBK�JLOB�QE>K�LKB�C>JFIV�JBJ?BO�FP�FKSLISBA�c��� 4EFP�OFS>IOV

@>K�L@@RO�?BQT BBK�C>QEBO�>KA�PLK��PF?IFKDP��ERP?>KA�>KA�TFCB�

C>QEBO�>KA�A>RDEQBO��>KA�FK
I>TP�TFQE�JBJ?BOP�LC�QEB�C>JFIV

QE>Q�LTK�QEB�?RPFKBPP�

d � >;;:G>C<�K>H>DC�&>JFIV�JBJ?BOP�TFII�LCQBK�AFP>DOBB�TFQE�QEB

CLRKABO�>KA�TFQE�B>@E�LQEBO�>?LRQ�QEB�SFPFLK�>KA�PQO>QBDV�CLO

���� +FJ?BOIV�!��%AAIBPQLK��2L?BOQ�&��/QLKAL��>KA�&O>KW�7FIIF

+BIIBOJ>KKP��b#LKCIF@Q��0>OQF@FM>QFSB�$B@FPFLK
->HFKD�

>KA�'BKBO>QFLK>I�/TKBOPEFM�$FPMBOPFLK��!�-RIQFIBSBI

!K>I VPFP�c�*LROK>I�LC�3J>II�" RPFKBPP�->K>DBJBKQ�����KL�

������� 	�����^���

���� -F@E>BI�(>OSBV�>KA�2LAKBV�%��%S>KP��b&>JFIV�"RPFKBPP

>KA�-RIQFMIB�,BSBIP�LC�#LKCIF@Q�c�&>JFIV�"RPFKBPP�2BSFBT

� ��KL��������� 	����� ^����>P�@FQBA�FK�+FJ?BOIV�!��%AAIBPQLK�

2L?BOQ�&��/QLKAL��>KA�&O>KW�7FIIF�+BIIBOJ>KKP��b#LKCIF@Q�

0>OQF@FM>QFSB�$B@FPFLK
->HFKD��>KA�'BKBO>QFLK>I

/TKBOPEFM�$FPMBOPFLK��!�-RIQFIBSBI�!K>IVPFP�c�*LROK>I�LC

3J>II�" RPFKBPP�->K>DBJBKQ�����KL��������� 	�����^���

���� ( >OOV�,BSFKPLK��b#LKCIF@QP�4E>Q�0I>DRB�&>JFIV

" RPFKBPPBP�c�( >OS>OA�" RPFKBPP�2BSFBT������� ��	����^���

��� X#E>MQBO���
�4EB�&>JFIV�"RPFKBPP



QEB�?RPFKBPP��4EBPB�AFCCBOBK@BP�b@>K�@OB>QB�CB>O��>KDBO��>KA

ABPQOR@QFSB�>QQBJMQP�QL�@LKQOLI�AB@FPFLKP�QE>Q�>OB�AFSFPFSB�>KA
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4. Chapter 4 - E-Business and
E-Commerce

Digital Technology and the
E-Environment
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CFOJP QEOLRDE QEBFO FKQBIIFDBKQ RPB LC AFDFQ>I QB@EKLILDFBP� )Q TLRIA

?B FJMLPPF?IB QL IFPQ >II QEB QVMBP LC PLCQT >OB QE>Q @>K BKE>K@B PJ>II

?RPFKBPP�LMBO>QFLKP��PL�QEB�CL@RP�TFII�?B�LK�QEB�J>GLO�QVMBP�LC�>FAP�

��� X#E>MQBO���
�%
" RPFKBPP�>KA
%
#LJJBO @B



4LA>V� BSBK QEB PJ>IIBPQ LC CFOJP @>K >@NRFOB > @LJMIBQB

>@@LRKQFKD PVPQBJ >Q > OB>PLK>?IB MOF@B� 4EBPB M>@H>DBP @>K ?B

Q>FILOBA CLO PMB@FCF@ FKARPQOFBP >KA >OB ABPFDKBA QL DOLT TFQE QEB

@LJM>KV� 4EBV KLQ LKIV DBKBO>QB PQ>KA>OA >@@LRKQFKD >KA CFK>K@F>I

OBMLOQP ?RQ >IPL >PPFPQ TFQE J>K>DBJBKQ AB@FPFLK
J>HFKD�

)KCLOJ>QFLK >?LRQ >@@LRKQFKD PLCQT >OB CLO PJ>II ?RPFKBPPBP FP B>PFIV

>S>FI>?IB�LK�QEB�)KQBOKBQ�

3J>II
?RPFKBPP LMBO>QFLKP E>SB >IPL ?BKBCFQBA DOB>QIV COLJ

>CCLOA>?IB PLCQT >OB QE>Q @>K E>KAIB CLOB@>PQFKD� FKSBKQLOV @LKQOLI

>KA MRO@E>PFKD� @RPQLJBO OBI>QFLKP� >KA PEFMMFKD >KA OB@BFSFKD� )K

C>@Q� QEB PLCQT >OB E>P >AS>K@BA QL QEB MLFKQ TEBOB > PJ>II CFOJ @>K

@LPQ
BCCB@QFSBIV MLPPBPP FQP LTK BKQBOMOFPB OBPLRO@B MI>KKFKD �%20	

PVPQBJ� /KIV > CBT VB>OP >DL� %20 PVPQBJP TBOB LRQ LC OB>@E CLO

>II ?RQ QEB I>ODBPQ CFOJP� %20 PVPQBJP FKQBDO>QB JRIQFMIB ?RPFKBPP

CRK@QFLKP� COLJ MRO@E>PFKD QL P>IBP� ?FIIFKDP� >@@LRKQFKD OB@LOAP�

>KA M>VOLII� 4EBPB >AS>K@BP KLT DFSB PJ>II CFOJP QEB @>M>?FIFQV >KA

LMMLOQRKFQV QL M>OQF@FM>QB FK DIL?>I PRMMIV @E>FKP� QERP ?OL>ABKFKD

QEBFO�@RPQLJBO�?>PB�

� GD69�-8=:B6 I>8�D;�6C��,*�- NHI:B

#E>MQBO���
�%
" RPFKBPP�>KA�%
#LJJBO@B X���



E-business

� 
7JH>C:HH >H 6 I:GB I=6I >H D;I:C JH:9 >C I:G8=6C<:67AN L>I= :


8DBB:G 8:	 7J I I=>H >H CDI 688JG6I:� %
?RPFKBPP RPBP QEB )KQBOKBQ

>KA LKIFKB QB@EKLILDFBP QL @OB>QB LMBO>QFLK>I BCCF@FBK@FBP� QEBOB?V

FK@OB>PFKD S>IRB QL QEB @RPQLJBO�� )QP CL@RP FP FKQBOK>I_CLO BU>JMIB�

LKIFKB FKSBKQLOV @LKQOLI PVPQBJP� >@@LRKQFKD PVPQBJP� MOL@ROBJBKQ

MOL@BPPBP� PRMMIFBO MBOCLOJ>K@B BS>IR>QFLK MOL@BPPBP� QLLIP QL

FK@OB>PB PRMMIV @E>FK BCCF@FBK@V� MOL@BPPFKD OBNRBPQP CLO J>@EFKB

OBM>FOP� >KA QEB FKQBDO>QFLK LC MI>KKFKD� PLRO@FKD� >KA

J>KRC>@QROFKD� #OFQF@>I ?RPFKBPP PVPQBJP >OB @LKKB@QBA QL @OFQF@>I

@LKPQFQRBK@FBP_@RPQLJBOP� SBKALOP� >KA PRMMIFBOP_SF> QEB )KQBOKBQ�

BUQO>KBQP� >KA FKQO>KBQP�� . L OBSBKRB FP DBKBO>QBA� ?RQ bB
?RPFKBPP

>MMIF@>QFLKP QROK FKQL B
@LJJBO @B MOB@FPBIV TEBK >K BU@E>KDB LC

S>IRB�L@@ROP�c�

%
?RPFKBPP MOL@BPPBP PELRIA ?B FKQOLAR@BA TEBOBSBO QEBOB FP >

MOL@BPP QE>Q FP @ROOBKQIV TLOHFKD ?RQ FP @LPQFKD RKKB@BPP>OV QFJB

>KA JLKBV QL FJMIBJBKQ SF> M>MBO� 4EFP TLRIA @BOQ>FKIV >MMIV QL

QEB PJ>II ?RPFKBPP QE>Q CFKAP FQPBIC AOLTKFKD FK M>MBOT LOH� 3J>II

?RPFKBPPBP PELRIA >IT >VP @LKPFABO QE>Q B
?RPFKBPP MOL@BPPBP @LRIA

�� +BIIV�7 OFDEQ��b%
#LJJBO@B�SP��%
"RPFKBPP�c�3RMMIV

#E>FK�2BPLRO@B�#LLMBO>QFSB��. LSBJ?BO��� ����� ��

>@@BPPBA�/ @QL?BO����������P@J�K@PR�BAR�MR?IF@�IBPPLKP�

IBPP������ �EQJI�

�� %IF>P�-��!T >A��%IB@QOLKF@�#LJJBO@B��&OLJ�6FPFLK�QL

&RICFIIJBKQ��5MMBO�3>AAIB�2FSBO��.*��0 B>OPLK�%AR@>QFLK�

���� 	����

�� +BKKBQE�#��,>RALK�>KA�#>OLI�'RBO@FL�4O>SBO��%


@LJJBO @B��" RPFKBPP��4B@EKLILDV��3L@FBQV��5MMBO�3>AAIB

2FSBO��.*��0 B>OPLK�0OBKQF@B�( >II����� �	�����

��� X#E>MQBO���
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FJMOLSB QEBFO LMBO>QFLK>I >KA @LPQ BCCF@FBK@FBP LSBO>II� PL QEFKHFKD

>?LRQ B
?RPFKBPP FJMIF@>QFLKP PELRIA ?B M>OQ LC J>KV AB@FPFLKP�

%
?RPFKBPP @>K TLOH CLO >KV PJ>II ?RPFKBPP b?B@>RPB FQ FKSLISBP

QEB TELIB ?RPFKBPP @V@IB CLO MOLAR@QFLK� MOL@ROBJBKQ� AFPQOF?RQFLK�

P>IBP� M>VJBKQ� CRICFIIJBKQ� OBPQL@HFKD� >KA J>OHBQFKD� )QaP >?LRQ

OBI>QFLKPEFMP TFQE @RPQLJBOP� BJMILVBBP� PRMMIFBOP� >KA

AFPQOF?RQLOP� )Q FKSLISBP PRMMLOQ PBOSF@BP IFHB ?>KHP� I>TVBOP�

>@@LRKQ>KQP� >KA DLSBOKJBKQ >DBK@FBP�c� 4EB T>V VLR AL ?RPFKBPP

>KA VLRO CRQROB MOLCFQ>?FIFQV TFII ?B >CCB@QBA ?V B
?RPFKBPP�

#LKSBOQFKD VLRO @ROOBKQ ?RPFKBPP FKQL B
?RPFKBPP J>V OBNRFOB PLJB

OBABPFDK >KA OBPE>MFKD� ABMBKAFKD LK QEB PFWB LC VLRO @LJM>KV�

( LT BSBO� B
?RPFKBPP FKQBDO>QFLK PELRIA ?B PBBK >P >K BPPBKQF>I

BIBJBKQ FK QEB BCCLOQP LC > PJ>II ?RPFKBPP QL FK@OB>PB FQP >DFIFQV FK

OBPMLKAFKD QL @RPQLJBO� J>OHBQ� >KA LQEBO PQO>QBDF@ OBNRFOBJBKQP��

E-Business Components

%
?RPFKBPP FKSLISBP PBSBO>I J>GLO @LJMLKBKQP�� ?RPFKBPP

�� �->HFKD�- LKBV�LK�QEB�)KQBOKBQ�c�"FW"BDFKKBOP�?FW�

>@@BPPBA�/ @QL?BO�����������?FW?BD FKKBOP�?FW�

B=?RPFKBPP�EQJI�

�� 7FIIF>J�-��5IOF@E��b%
"RPFKBPP�)KQBDO>QFLK��!�&O>JB T LOH

CLO�3R@@BPP�c�3LCQT >OB�->D>WFKB��!RDRPQ�������>@@BPPBA

/ @QL?BO����������C FKA>OQF@IBP�@LJ �M �>OQF@IBP�

JF=J�3- ' �FP=�=�� �>F=�������� �

�� 4BOOF�#��!I?BOQ�>KA�7FIIF>J�"��3>KABOP��B
"RPFKBPP

->O HBQFKD��5MMBO�3>AAIB�2FSBO��.*��0O BKQF@B
( >II������ 	�

� ^���>KA�%CO>FJ�4RO?>K�BQ�>I���%IB@QOLKF@�#LJJBO@B��!
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FKQBIIFDBK@B �" )	� @RPQLJBO OBI>QFLKPEFM J>K>DBJBKQ �#2-	� PRMMIV

@E>FK J>K>DBJBKQ �3#-	� BK QBOMOFPB OBPLRO@B MI>KKFKD �%20	� B


@LJJBO @B� @LKAR@QFKD BIB@QOLKF@ QO>KP>@QFLKP TFQEFK QEB CFOJ�

@LII>?LO>QFLK��>KA�LKIFKB�>@QFSFQFBP�>JLKD�?RPFKBPPBP�

� JH>C:HH >CI:AA><:C8: FP >?LRQ QEB >@QFSFQFBP QE>Q > PJ>II ?RPFKBPP

J> V RKABOQ>HB QL @LIIB@Q� PQLOB� >@@BPP� >KA >K>IVWB FKCLOJ>QFLK

>?LRQ FQP J>OHBQ LO @LJMBQFQFLK QL EBIM TFQE AB@FPFLK J>HFKD� 7EBK

@LKAR@QBA LKIFKB� ") FP BCCF@FBKQ >KA NRF@H� EBIMFKD @LJM>KFBP QL

->K>DBOF>I�0BOPMB@QFSB��5MMBO�3>AAIB�2FSBO��.*�

0B>OPLK�0OBKQF@B�( >II������ 	����

��� X#E>MQBO���
�%
" RPFKBPP�>KA�%
#LJJBO@B



FABKQFCV KLQBT LOQEV QOBKAP >KA J>HB ?BQQBO AB@FPFLKP C>PQBO� " ) E>P

?BBK�ABP@OF?BA�>P�bQEB�@OVPQ>I�?>II�LC�QEB���PQ�@BKQROV�c�

�JHIDB:G G :A6I>DCH=>E B6C6<:B:C I � �,'� OBCBOP QL be>

@RPQLJBO PBOSF@B >MMOL>@E QE>Q CL@RPBP LK ?RFIAFKD ILKD
QBOJ >KA

PRPQ>FK>?IB @RPQLJBO OBI>QFLKPEFMP QE>Q >AA S>IRB CLO QEB @RPQLJBO

>KA QEB @LJM>KV�c� )Q FP > @LJM>KV
TFAB PQO>QBDV QE>Q ?OFKDP

QLDBQEBO FKCLOJ>QFLK COLJ >II A> Q> PLRO@BP TFQEFK >K LOD>KFW>QFLK

�>KA PLJBQFJBP COLJ B UQBOK>I A>Q> PLRO@BP	 QL DFSB LKB ELIFPQF@

SFBT L C B>@E @RPQLJBO FK OB>I
QFJB� 4EB DL>I FP QL OBAR@B @LPQP >KA

FK@OB>PB MOLCFQ>?FIFQV TEFIB MOLSFAFKD @RPQLJBO P>QFPC>@QFLK�� #2-

>MMIF@>QFLKP�>OB�>S>FI>?IB�CLO�BSBK�QEB�PJ>IIBPQ�?RPFKBPPBP�

%SBOV PJ>II ?RPFKBPP E>P > PRMMIV @E>FK� > KBQT LOH LC SBKALOP QE>Q

MOLSFAB QEB O>T @LJMLKBKQP QE>Q >OB KBBABA QL J>HB > MOLAR@Q

LO ABIFSBO > PBOSF@B� 4EB J>K>DBJBKQ LC QEFP KBQT LOH FP HKLTK

>PHJEEAN 8=6>C B6C6<:B:C I � -�'� � 3#- FP >?LRQ BCCF@FBKQIV >KA

BCCB@QFSBIV FJMOLSFKD QEB T>V QE>Q > @LJM>KV CFKAP QELPB O>T

@LJMLKBKQP >KA QEBK ABIFSBOP QEB MOLAR@Q LO QEB PBOSF@B QL QEB

�� ,BK>�,��7 BPQ��b"RPFKBPP�)KQBIIFDBK@B��4EB�#OVPQ>I�">II�LC

#E>JMFLKP�c�3J>II�" RPFKBPP�#LJMRQFKD�@LJ��!MOFI����

������>@ @BPPBA�/ @QL?BO����������

T T T �PJ>II ?RPFKBPP@LJMRQFKD�@LJ �?FWQLLIP�

>OQF@IB�MEM�������� �" RPFKBPP�
)KQBIIFDBK@B
4EB


#OVPQ>I
">II
LC
#E>JMFLKP�EQJ�

�� %CO>FJ�4RO?>K�BQ�>I���%IB@QOLKF@�#LJJBO@B��!�->K>DBOF>I

0BOPMB@QFSB��5MMBO�3>AAIB�2FSBO��.*��0 B>OPLK�0OBKQF@B

( >II������ 	����� �

�� b7 E>Q�)P�#2-�� c�@BPQFK>QFLK#2-�@ LJ��&B?OR>OV��� ������ �

>@@BPPBA�/ @QL?BO�����������T T T �ABPQFK>QFLK@OJ�@LJ �

!OQF@IBP�#2- 
. BTP�$ >FIV
. BTP�7 E>Q
)P
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@RPQLJBO��� 3#- >MMIF@>QFLKP >OB KLT >S>FI>?IB CLO PJ>II

?RPFKBPPBP�

� CI:GEG>H: G:HDJG8: E A6CC>C< ��,* � FP >?LRQ FKQBDO>QFKD >II

ABM>OQJBKQP >KA CRK@QFLKP >@OLPP > @LJM>KV �P>IBP� J>OHBQFKD�

ERJ>K OBPLRO@BP� CFK>K@B� >@@LRKQFKD� MOLAR@QFLK� BKDFKBBOFKD�

BQ@�	 FKQL > PFKDIB @LJMRQBO PVPQBJ QE>Q @>K PBOSB QEB M>OQF@RI>O

KBBAP LC B>@E ABM>OQJBKQ� 4EB L?GB@QFSB FP QL MOLSFAB FKCLOJ>QFLK

NRF@HIV >KA BCCF@FBKQIV QL QELPB TEL KBBA FQ� 3J>II ?RPFKBPPBP E>SB

J>K V SBKALO @ELF@BP CLO %20 PVPQBJP� 4EBOB >OB JLOB QE>K QEFOQV

SBKALOP FK QEB CFBIA� >KA QEBV >OB ILLHFKD QL PJ>II >KA JFAPFWB

?RPFKBPPBP�>P�QEBFO�MOFJ>OV�DOLTQE�J>OHBQ���

� 
8DBB:G 8: �> ?FD CL@RP LC QEFP @E>MQBO	 FP QEB J>OHBQFKD� PBIIFKD�

>KA ?RVFKD LC DLLAP >KA PBOSF@BP LKIFKB� )Q DBKBO>QBP OBSBKRB�

TEF@E B
?RPFKBPP ALBP KLQ� %
@LJJBO @B FP QVMF@>IIV >PPL@F>QBA TFQE

B
J>OHBQFKD� ?RQ JLPQ LC QEFP @E>MQBO FP ABAF@>QBA QL QEB

LMBO>QFLK>I��KLKJ>OHBQFKD�AFJBKPFLKP�LC�B
@LJJBO @B�

#LKAR@QFKD BIB@QOLKF@ QO>KP>@QFLKP TFQEFK > CFOJ @>K L@@RO

QEOLRDE >K >CIG6C:I � B
J>FI� >KA FKPQ>KQ JBPP>DFKD� !K FKQO>KBQ FP

> MOFS>QB KBQT LOH TFQEFK > ?RPFKBPP QE>Q FP RPBA CLO FKCLOJ>QFLK

PE>OFKD� MOL@BPPFKD� >KA @LJJRKF@>QFLK� 4EB DL>I FP QL bPQOB>JIFKB

��� 4ELJ>P�7 >FIDRJ�>KA�"BK�7LOQEBK��b3RMMIV�#E>FK

->K>DBJBK Q�$BCFKFQFLK�>KA�3LIRQFLKP�c�#)/ ��. LSBJ?BO

�� ��������>@ @BPPBA�/ @QL?BO�����������T T T �@FL�@LJ �

>OQF@IB������ �

3RMMIV=#E>FK=->K>DBJBKQ=$BCFKFQFLK=>KA=3LIRQFLKP

�

��� ->O V�/ ��&LIBV��b%20�CLO�3J>II�" RPFKBPP��4EB�4FJB�FP

2FMB�c�)K@���/@QL?BO������� � ��>@@BPPBA�/ @QL?BO����������

QB@EKLILDV�FK@�@LJ ���� � ��� ��� �BOM
CLO
PJ>II


?RPFKBPP�
QEB
QFJB
FP
OFMB�

��� X#E>MQBO���
�%
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QEB TLOHMI>@B >KA >IILT B>PV FKCLOJ>QFLK BU@E>KDB TFQEFK >K

LOD>KFW>QFLK�c��

#LII>?LO>QFLK @>K L@@RO FKQBOK>IIV LO BUQBOK>IIV� >KA FQ LCQBK

FKSLISBP ?RPFKBPP M>OQKBOP� 4EB DL>I FP QL EBIM QB>JP LO ?RPFKBPP

M>OQKBOP @LJJRKF@>QB TFQE B>@E LQEBO JLOB BCCB@QFSBIV >KA

BCCF@FBKQIV� J>K>DB MOLGB@QP >KA PE>OBA J> QBOF>IP� P>SB @LJM>KFBP

QEB @LPQP LC QO>SBI� >KA OBAR@B QO>SBI
OBI>QBA MOLAR@QFSFQV ILPPBP���

%
J>FI� FKPQ>KQ JBPP>DFKD� KBTPDOLRMP� ?RIIBQFK ?L>OAP� AFP@RPPFLK

?L>OAP� SFOQR>I QB>J OLLJP� LKIFKB JBBQFKDP� >KA TFHFP >OB @LJJLK

JB >KP LC @LII>?LO>QFLK� !L>@>FP > TB? M>DB QE>Q @>K ?B SFBT BA >KA

JLAFCFBA ?V >KV?LAV TFQE > TB? ?OLTPBO >KA >@@BPP QL QEB )KQBOKBQ

RKIBPP�FQ�FP�M>PPTLOA�MOLQB@QBA���

/KIFKB >@QFSFQFBP ?BQT BBK ?RPFKBPPBP CL@RP LK FKCLOJ>QFLK

PE>OFKD >KA @LJJRKF@>QFLK SF> B
J>FI� LKIFKB JBBQFKDP� FKPQ>KQ

JBPP>DFKD� >KA BUQO>KBQP� !K:MIG6C:I FP QEB M>OQ LC >K FKQO>KBQ QE>Q

FP J>AB >S>FI>?IB QL ?RPFKBPP M>OQKBOP� SBKALOP� LO LQEBOP LRQPFAB

> @LJM>KV� )Q >IILTP > ?RPFKBPP bQL PE>OB AL@RJBKQP� @>IBKA>OP�

>KA MOLGB@Q FKCLOJ>QFLK TFQE AFPQOF?RQBA BJMILVBBP� M>OQKBOP� >KA

��� $ >@E>OV�#>OBV��b7 E>Q�)P�)KQO>KBQ�4B@EKLILDV�5PBA�&LO��c

,FCB�� ���>@@BPPBA�/ @QL?BO�����������T T T �IFCB�� ��@LJ �

QB@EKLILDV�FKQBOKBQ�FKQO>KBQ�TE> Q
FP
FKQO>KBQ�PEQJI�

��� 'BOOV�" I>@HTBII��b!IQLDBQEBO�.LT��#LJM>OFKD

#LII>?LO>QFLK�3LCQT >OB�c�3J>II�" RPFKBPP�#LJMRQFKD�@LJ�

*>KR>OV�����������>@ @BPPBA�/ @QL?BO����������

T T T �PJ>II ?RPFKBPP@LJMRQFKD�@LJ �?R VBOPDRFAB�

>OQF@IB�MEM��� ���=� �� ����=� !IQLDBQEBO
. LT 


#LJM>OFKD
#LII>?LO>QFLK
3LCQT >OB�EQJ�

��� b��4EFKDP�9LR�3ELRIA�+KLT�>?LRQ�7FHFP�c�%AR@>RPB

,B >OKFKD�)KFQF>QFSB��*RIV�������>@ @BPPBA�/ @QL?BO����������

KBQ�BAR@>RPB�BAR�FO�IF?O>OV�MAC�%,)�����MAC��4EB�JLPQ

T BII
HKLTK�TFHF�FP�7FHFMBAF>�

#E>MQBO���
�%
" RPFKBPP�>KA�%
#LJJBO@B X���



@RPQLJBOPc >KA bFQ BK>?IBP �� �� MOFS>QB� PB@ROB >@@BPP QL

@LII>?LO>QFSB QLLIP TFQE GRPQ >K )KQBOKBQ @LKKB@QFLK�c�� 4EBV J>HB

@LJJRKF@>QFLK B>PFBO� BIFJFK>QB OBARKA>KQ MOL@BPPBP� OBAR@B

M>MBOT LOH� FK@OB>PB MOLAR@QFSFQV� MOLSFAB FJJBAF>QB RMA>QBP >KA

FKCLOJ>QFLK� >KA MOLSFAB NRF@H OBPMLKPB QFJBP QL MOL?IBJP >KA

NRBPQFLKP��� 4EB OBPRIQ FP JLKBV >KA QFJB P>SBA CLO BJMILVBBP� QEB

@LJM>KV� SBKALOP� >KA VLRO @RPQLJBOP� #LJJBO@F>I QO>KP>@QFLKP

QVMF@>IIV�AL�KLQ�Q>HB�MI>@B�LK�BUQO>KBQP�

!P FKQBDO>I >P B
?RPFKBPP J>V ?B QL J>KV PJ>II ?RPFKBPPBP�

ELT BSBO� QEBOB TFII ?B PJ>II ?RPFKBPPBP QE>Q @ELLPB KLQ QL DL QEB

B
?RPFKBPP OLRQB� 3J>II ?RPFKBPPBP QE>Q >OB KLKBJMILVBOP >KA�LO

>OB SBOV PJ>II LMBO>QFLKP QE>Q @ELLPB QL PQ>V QE>Q T>V_CLO BU>JMIB�

IL@>I ABIFP� DFCQ PELMP� OBPQ>RO>KQP� AOV @IB>KBOP� >KA F@B @OB>J PELMP

@>K ?B >KA >OB PR@@BPPCRI TFQELRQ E>SFKD QL J>HB > @LJJF QJBKQ QL

B
?RPFKBPP� 4EBOBCLOB� > PJ>II ?RPFKBPP @>K @ELLPB QL FK@LOMLO>QB

>II� PLJB� LO KLKB LC QEB B
?RPFKBPP @LJMLKBKQP� 'FSBK QEB T>VP

FK TEF@E QEB )KQBOKBQ @LKQFKRBP QL QO>KPCLOJ PJ>II ?RPFKBPPBP�

ELT BSBO� FQ TLRIA ?B SFOQR>IIV FJMLPPF?IB CLO > PJ>II ?RPFKBPP QL

LMBO>QB�QLQ>IIV�LRQPFAB�QEB�OB>IJ�L C�B
?RPFKBPP�

��� b#LJJRKF@>QB�1RF@HIV�>KA�%CCF@FBKQIV�4EOLRDE

)KQO>KBQP��%UQO>KBQP�>KA�0LOQ>IP�c�'LW>MFQ�)KQBO>@QFSB�

���� ��>@@BPPBA�/ @QL?BO�����������T T T �DLW>MFQ�@LJ �

FKQO>KBQ
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QEFP FPPRB BORMQP TEBK > AFPMRQB >OFPBP ?BQT BBK ?RPFKBPPBP COLJ

AFCCBOBKQ PQ>QBP ;LO @LRKQOFBP<�c�� ->K V PJ>II ?RPFKBPPBP TFII ?B

PBIIFKD MOLAR@QP LKIFKB FK LQEBO PQ>QBP >KA FK LQEBO @LRKQOFBP� PL FQ FP

FJMLOQ>KQ QL RKABOPQ>KA QEB GROFPAF@QFLKP QE>Q JFDEQ ?B >MMIF@>?IB

QL >KV LKIFKB QO>KP>@QFLK� b)K J>K V @>PBP� I>TP COLJ QEB @RPQLJBOaP

PQ>QB >OB QEB LKBP QE>Q TFII >MMIV FK QEB BSBKQ > MOL?IBJ >OFPBP�

4EFP FP BNR>IIV QORB OBD>OAFKD QEB I>TP LC LQEBO @LRKQOFBP�c�� &OLJ

QEB MBOPMB@QFSB LC >KV ?RPFKBPP� ?RQ M>OQF@RI>OIV > PJ>II ?RPFKBPP� FQ

T LRIA ?B JR@E B>PFBO COLJ ?LQE > QFJB >KA > JLKBV MBOPMB@QFSB

QL E>SB >K FPPRB IFQFD>QBA FK QEB ELJB PQ>QB LC > ?RPFKBPP� !IQELRDE

QEBOB >OB KL DR>O>KQBBP� QEBPB PQBMP @>K ?B Q>HBK QL FK@OB>PB QEB

@E>K@BP LC > AFPMRQB ?BFKD PBQQIBA FK QEB ELJB PQ>QB LC > ?RPFKBPP�� �

�� )C�RPFKD�>�@LKQO>@Q�TFQE�>KLQEBO�M>OQV��J>H B�PROB�QEB�@LKQO>@Q

P>VP�QE>Q�>KV�AFPMRQB�JRPQ�?B�CFIBA�FK�VLRO�ELJB�PQ>QB�>KA�QE>Q

?LQE�M>OQFBP�QL�QEB�@LKQO>@Q�>DOBB�QL�GROFPAF@QFLK�FK�QE>Q�PQ>QB�

�� 7 EBK�>�@RPQLJBO�FP�MRO@E>PFKD�>K�FQBJ�LK�QEB�TB?PFQB�LC�>

?RPFKBPP��LKB�LC�QEB�QBOJP�>KA�@LKAFQFLKP�LC�QEB�QO>KP>@QFLK

��� %IF>P�-��!T >A��%IB@QOLKF@�#LJJBO@B��&OLJ�6FPFLK�QL

&RICFIIJBKQ��5MMBO�3>AAIB�2FSBO��.*��0O BKQF@B
( >II������	�

��� �

��� 0BQBO�,>3LOP>��b3BIIFKD�0OLAR@QP�/KIFKB��7E>Q�,BD>I

*ROFPAF@QFLK�c�0O>@QF@>I�B#LJJBO @B��. LSBJ?BO���������

>@@BPPBA�/ @QL?BO����������

T T T �MO>@QF@>IB@LJJBO @B�@LJ �>OQF@IBP����
 3BIIFKD
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*ROFPAF@QFLK�c�0O>@QF@>I�B#LJJBO @B��. LSBJ?BO���������
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PELRIA�?B�QE>Q�QEB�@RPQLJBO�>DOBBP�QL�GROFPAF@QFLK�FK�QEB�ELJB

PQ>QB�LC�QE>Q�?RPFKBPP��4EFP�@>K�?B�ALKB�TFQE�>�@EB@H�?LU�KBUQ

QL�QEB�PQ>QBJBKQ��->HB�QEB�@RPQLJBO�@EB@H�FQ�LCC�?BCLOB

@LJMIBQFKD�QEB�MRO@E>PB�

�� !�IBPP�BCCB@QFSB�T>V�FP�QL�FK@IRAB�>�AFP@I>FJBO�LK�QEB�TB?PFQB

QE>Q�>KV�QO>KP>@QFLK�TFII�@LKSBV�GROFPAF@QFLK�QL�QEB�ELJB�PQ>QB

LC�>�?RPFKBPP��>KA�>KV�AFPMRQB�JRPQ�?B�EB>OA�?V�>�@LROQ�LC

@LJMBQBKQ�GROFPAF@QFLK�FK�QEB�ELJB�PQ>QB�LC�QEB�?RPFKBPP�

!II QEBPB PQBMP PELRIA >IPL ?B @LKPFABOBA TEBK PBIIFKD QL LQEBO

@LRKQOFBP� (LT BSBO� QEB I>TP FK LQEBO @LRKQOFBP TFII RKALR?QBAIV

FKQOLAR@B @LJMIF@>QFLKP FKQL MOLQB@QFKD QEB 53
?>PBA ?RPFKBPP�

4>HB QEB BU>JMIB LC 9>ELL� >KA QEB P>IB LC .>WF JBJLO>?FIF> LK

LKB LC FQP >R@QFLK TB?PFQBP� ! &OBK@E @LROQ ORIBA QE>Q PR@E P>IBP

?OB>@EBA &OBK@E I>T >D>FKPQ QEB AFPMI>V LC .>WF FQBJP� 9>ELL� QLLH

PQBMP QL OBJL SB >KA ?>K >II PR@E E>QB M>O>MEBOK>IF> COLJ FQP >R@QFLK

PFQBP� ?RQ FQ @LKQFKRBA QL CFDEQ GROFPAF@QFLK LC QEB &OBK@E ORIFKD FK

!JBOF@>K @LROQP��� )Q TLRIA ?B SBOV B>PV CLO > PJ>II ?RPFKBPP QL

FK>ASBOQBKQIV CFKA FQPBIC FK > PFJFI>O PFQR>QFLK� 4E>Q FP TEV > ?RPFKBPP

KBBAP QL ?B @>OBCRI TEBK PBIIFKD LRQPFAB FQP ELJB @LRKQOV� "B

C>JFIF>O TFQE CLOBFDK I>TP� 4EFP FP KLQ >K B>PV Q>PH ?B@>RPB QEB

JFKRQB > ?RPFKBPP TB?PFQB DLBP IFSB� QEB ?RPFKBPP DLBP DIL?>I� 4EB

I>TP�LC�QEB�TLOIA�PRAABKIV�?B@LJB�OBIBS>KQ�

Security andPrivacy

1 :7H>I: H:8JG>IN �QEB MOLQB@QFLK LC > @LJM>KV� FQP PRMMIFBOP� FQP

@RPQLJBOP� >KA FQP BJMILVBBP COLJ @OFJFK>I >@QFSFQV	 FP > @OFQF@>I

��� +>QEIBBK�- VHVQK�>KA�0BQBO�-VHVQK��b4EB�)JMLOQ>K@B�LC

QEB�,>T�&LO�%
#LJJBO @B�3QO>QBDFBP�c�)KCLOJ>QFLK

3VPQBJP�->K>DBJBKQ�����KL���������	����^���

��� X#E>MQBO���
�%
" RPFKBPP�>KA�%
#LJJBO@B



@LKPFABO>QFLK CLO >KV PJ>II ?RPFKBPP BKD>DBA FK B
@LJJBO @B� 4EB

)KQBOKBQ FP > DIL?>I MI>VDOLRKA CLO @OFJFK>IP� )Q FP IBPP OFPHV QL PQB>I

LKIFKB ?B@>RPB bQEB MLQBKQF>I CLO >KLKVJFQV LK QEB )KQBOKBQ @IL>HP

J>K V @OFJFK>IP FK IBDFQFJ>QB
ILLHFKD FABKQFQFBP� >IILTFKD QEBJ QL

MI>@B CO>RARIBKQ LOABOP TFQE LKIFKB JBO@E>KQP� PQB>I FKCLOJ>QFLK

?V FKQBO@BMQFKD B
J>FI�ePERQ ALTK B
@LJJBO @B PFQBP ?V RPFKD

PLCQT >OB SFORPBP�c�� >KA PQB>I CFK>K@F>I FKCLOJ>QFLK >KA JLKBV� 4EFP

KBT QVMB LC @OFJB FP OBCBOOBA QL >P @V?BO@OFJB� >KA FQ FP > PBOFLRP

QEOB>Q�QL�B
@LJJBO @B�

�N7:G 8G>B: OBCBOP QL >KV @OFJFK>I >@QFSFQV QE>Q FP ALKB RPFKD

@LJMRQBOP >KA QEB )KQBOKBQ��� >KA FQ FK@IRABP > TFAB O>KDB LC

LCCBKPBP� $LTKIL>AFKD FIIBD>I JRPF@� PQB>IFKD COLJ LKIFKB ?>KH

>@@LRKQP� PQB>IFKD @OBAFQ @>OA KRJ?BOP >KA MBOPLK>I FKCLOJ>QFLK�

PQB>IFKD FABKQFQFBP� MLPQFKD @LKCFABKQF>I ?RPFKBPP FKCLOJ>QFLK LK QEB

)KQBOKBQ� >KA @OB>QFKD >KA AFPQOF?RQFKD SFORPBP LK LQEBO @LJMRQBOP

>OB LKIV PLJB LC QEB QELRP>KAP LC @OFJBP QE>Q >OB @LKPFABOBA

@V?BO@OFJBP��� #V?BO@OFJBP @>K Q>HB MI>@B >KVQFJB >KA >KVMI>@B� )Q

E>P @LPQ !JBOF@>K @LJM>KFBP > JBAF>K ILPP LC ���� JFIIFLK > VB>O�

>KA A>Q> MOLQB@QFLK >KA FKCLOJ>QFLK QB@EKLILDV �)4	 MO>@QFQFLKBOP

COLJ �� 53 LO D>KFW>QFLKP COLJ S >OFLRP PB@QLOP OBMLOQBA QE>Q� >@OLPP

QEBFO @LJM>KFBP� �� PR@@BPPCRI >QQ>@HP TBOB BUMBOFBK@BA LSBO >

CLRO
T BBH�MBOFLA���

��� +BKKBQE�#��,>RALK�>KA�#>OLI�' ��4O>SBO��%
@LJJBO @B�

" RPFKBPP��4B@EKLILDV��3L@FBQV��5MMBO�3>AAIB�2FSBO��.*�

0OBKQF@B�( >II����� �	��� ���

��� b#V?BO@OFJB�c�4B@E4BOJP�@LJ��>@@BPPBA�/ @QL?BO����

������T T T �QB@EQBOJP�@LJ �ABCFKFQFLK�@V?BO@OFJB�

��� b#V?BO@OFJB�c�4B@E4BOJP�@LJ��>@@BPPBA�/ @QL?BO����

������T T T �QB@EQBOJP�@LJ �ABCFKFQFLK�@V?BO@OFJB�

��� !IBG>KAOL�->O QFKBW
#>?OBO>��b#V?BO@OFJB�#LPQP�&FOJP

�����-FIIFLK�9 B>OIV�c�#LJMRQBO�#OFJB�2BPB>O@E�#BKQBO�

#E>MQBO���
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" RPFKBPP�>KA�%
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Trust

4ORPQ FP >?LRQ ?BIFBSFKD_?BIFBSFKD QE>Q PLJBLKB TFII AL TE>Q QEBV

P>V >KA QE>Q QEBV TFII KLQ FKQBKQFLK>IIV AL PLJBQEFKD QL EROQ VLR�

4ORPQ FP >K FJMLOQ>KQ M>OQ LC >II ?RPFKBPP OBI>QFLKPEFMP� 7FQELRQ

QORPQ� >II B
@LJJBO @B TLRIA @LJB QL > E>IQ� b4ORPQ FP @BKQO>I QL

BPQ>?IFPEFKD PR@@BPPCRI B
@LJJBO @B SBKQROBP >KA QL BKPROB QEB

@LKQFKRBA PR@@BPP LC QEFP ?RPFKBPP M>O>AFDJ FKQL QEB CRQROB�c��

4ORPQ TFII FJMOLSB @LJMBQFQFSBKBPP� OBAR@B QEB @LPQP LC ALFKD

?RPFKBPP� ?RFIA ILV>IQV� >KA FK@OB>PB QEB BCCB@QFSBKBPP LC TB?PFQBP� )K

PELOQ� QORPQ @>K ?B >K FJMLOQ>KQ PLRO@B LC @LJMBQFQFSB >AS>KQ>DB�

4ORPQ FP BPPBKQF>I� )K QEB MEVPF@>I TLOIA� QORPQ FP JR@E B>PFBO QL

ABSBILM� 0EVPF@>I @RBP COLJ PM>@BP >KA ?RFIAFKDP� C>@B
QL
C>@B SLF@B

>KA ?LAV I>KDR>DB� >KA P>IBPMBOPLK BCCB@QFSBKBPP @>K QO>KPI>QB

B>PFIV FKQL QORPQ OBI>QFLKPEFMP� )K QEB LKIFKB TLOIA� ELT BSBO� QORPQ

ABSBILMP >P > OBPRIQ LC QEB @LJMIBU FKQBO>@QFLK LC JRIQFMIB C>@QLOP

QE>Q E>SB ABPFDK FJMIF@>QFLKP CLO QEB TB?PFQB� (BOB >OB PLJB

BU>JMIBP�LC�QORPQ�� �

!RDRPQ�������� ��>@@BPPBA�/ @QL?BO�����������T T T �@OFJB


OBPB>O@E�LOD�KBTP���� ������� ���� � �

��� !I ?BOQ�*��->O @BII>��%PQ>?IFPEFKD�4ORPQ�FK�6FOQR>I�->OHBQP

�!IQ>JLK QB�3MOFKDP��&,��4EB�)KPQFQRQB�LC�)KQBOK>I

!RAFQLOP������ 	��>P�@FQBA�FK�"BSBOIV�+O>@EBO�>KA

#LOOFQLOB��b)P�4EBOB�!�3 MB@F>I�%
#LJJBO@B�%QEF@P��c

" RPFKBPP�%QEF@P�1R>OQBOIV�����KL��������� 	���� ^���

� �� ! SPE>ILJ�!A>J��! SPE>ILJ�!ABOBQ��>KA�!OFH�3>ABE��b$L

%QEF@P�->QQBO�QL�%
#LKPRJBOP��c�*LROK>I�LC�)KQBOKBQ

#LJJBO @B����KL�������� �	����^ ����!KAO B>�%SBO>OA�>KA

$BKKFP�&��'>IIBQQ>��b(LT�0OBPBKQ>QFLK�&I>TP�!CCB@Q

0BO@BFSBA�3FQB�1R>IFQV��4ORPQ��>KA�)KQBKQFLK�QL�0RO@E>PB

�� � X#E>MQBO���
�%
" RPFKBPP�>KA�%
#LJJBO@B



d 4EB�@RPQLJBO�L?PBOSBP�QEB�PBIIBO�QL�?B�ELKBPQ��C>FO�

OBPMLKPF?IB��>KA�?BKBSLIBKQ�

d 4EB�@RPQLJBO�BUMB@QP�QE>Q�QEB�@LJM>KV�?BEFKA�QEB�TB?PFQB

TFII�KLQ�BKD>DB�FK�LMMLOQRKFPQF@�?BE>SFLO�

d 4EB�@RPQLJBO�FP�@LKCFABKQ�>?LRQ�QEB�PFQBaP�PB@ROFQV�>KA�MOFS>@V

MOLQB@QFLK��PB@ROFQV�>KA�MOFS>@V�E>SFKD�?BBK�PELTK�QL�?B�>K

FJMLOQ>KQ�ABQBOJFK>KQ�LC�>�@RPQLJBOaP�TFIIFKDKBPP�QL�?RV

LKIFKB	�

d 4EB�@RPQLJBO�MBO@BFSBP�QEB�@LJM>KVaP�TB?PFQB�>P�>MMB>IFKD

�IFKHBA�QL�I>VLRQ��QVMLDO>MEV��CLKQ�PFWB��>KA�@LILO�@ELF@BP	_QEB

?BIFBC�?BFKD�QE>Q�>K�>MMB>IFKD�TB?PFQB�OBCIB@QP�>�@LJM>KV�E>P

QEB�@>M>?FIFQFBP�>KA�OBPLRO@BP�QL�CRICFII�FQP�MOLJFPBP�

d 4EB�@RPQLJBO�BUMBOFBK@BP�>�PFQB�QE>Q�FP�B>PV�QL�RPB��F�B���B>PV�QL

K>SFD>QB��B>PV�QL�PB>O@E��B>PV�QL�D>QEBO�FKCLOJ>QFLK	�>KA�E>P

OBIBS>KQ�@LKQBKQ��FKQBO>@QFSFQV��PFQB�@LKPFPQBK@V��>KA�PFQB

OBIF>?FIFQV�

d 4EB�@RPQLJBO�MBO@BFSBP�MOBPBKQ>QFLK�CI>TP��B�D���MLLO�PQVIB�

FK@LJMIBQBKBPP��I>KDR>DB�BOOLOP��@LKCIF@QFKD�@LILOP��ABI>V��>KA

@LKCRPFKD�QBOJFKLILDV	�>P�FKAF@>QLOP�LC�>�ILT 
NR>IFQV�

RKQORPQT LOQEV�TB?PFQB�

COLJ�>K�/KIFKB�3 QLOB�c�*LROK>I�LC�->K>DBJBKQ

)KCLOJ>QFLK�3VPQBJP�����KL���������^� 	����^����7FIIF>J

( >JMQLK
3LP>�>KA�->OFLP�+LRC>OFP��b4EB�%CCB@Q�LC�7B?

3FQB�0BO@BMQFLKP�LK�)KFQF>I�4ORPQ�FK�QEB�/TKBO�#LJM>KV�c

)KQBOK>QFLK>I�*LROK>I�LC�%IB@QOLKF@�#LJJBO@B��� ��KL���

�����	����^����"B SBOIV�+O>@EBO�>KA�#VKQEF>�,��#LOOFQLOB�

b)P�4EBOB�>�3MB@F>I�%
#LJJBO@B�%QEF@P��c�"RPFKBPP

%QEF@P�1R>OQBOIV�����KL��������� 	���� ^����>KA�3BODFL

2LJ>K��b 4EB�%QEF@P�LC�/KIFKB�2BQ>FIFKD��!�3@>IB

$BSBILMJBKQ�>KA�6>IFA>QFLK�COLJ�QEB�#LKPRJBOPa

0BOPMB@QFSB�c�*LROK>I�LC�"RPFKBPP�%QEF@P���������	����� ^���

#E>MQBO���
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" RPFKBPP�>KA�%
#LJJBO@B X���



!KLQEBO BIBJBKQ LC QORPQ FPDG9:G ;JA;>AAB:CI � /O ABO CRICFIIJBKQ FP >II

>?LRQ JBBQFKD BUMB@Q>QFLKP� >KA PLJB >ODRB QE>Q QEFP FP QEB JLPQ

FJMLOQ>KQ BIBJBKQ LC QORPQ��� $BI>VP FK QEB ABIFSBOV LC > MOLAR@Q�

QEB ABIFSBOV LC QEB TOLKD MOLAR@Q� >KA QEB E>PPIBP LC OBQROKFKD

JBO@E>KAFPB >OB PQOBPPBP QE>Q @>K @LKQOF?RQB QL > IBPP
QE>K


P>QFPC>@QLOV )KQBOKBQ ?RVFKD BUMBOFBK@B� 3R@E BUMBOFBK@BP

@LKQOF?RQB QL > I>@H LC QORPQ� )K @LKQO>PQ� P>QFPCFBA @LKPRJBOP

BUMOBPP�QEBJPBISBP�QEFP�T>V���

d b0OLAR@QP�>Q�QEFP�PFQB�>OB�>�?FQ�MOF@BV��?RQ�FQ�FP�TLOQE�MRO@E>PFKD

COLJ�QEFP�PFQB�PFK@B�VLR�DBQ�TE>Q�VLR�LOABO�>KA�TFQEFK�QEB

MOLJFPBA�ABIFSBOV�QFJB�c

d b)�HBBM�MRO@E>PFKD�COLJ�QEFP�PFQB�?B@>RPB�QEBV�>IT >VP�E>SB�QEB

FQBJP�)�T>KQ�FK�PQL@H�c

" RVFKD PLJB MOLAR@QP LKIFKB� PR@E >P @ILQEFKD� CROKFQROB� >KA QLVP�

ALBP KLQ LCCBO ?RVBOP QEB LMMLOQRKFQV QL QLR@E >KA CBBI QEB MOLAR@Q

?BCLOB ?RVFKD� !P > OBPRIQ� LOABO CRICFIIJBKQ ?B@LJBP BSBK JLOB

FJMLOQ>KQ QL @RPQLJBO P>QFPC>@QFLK� ,FKHBA @ILPBIV QL LOABO

CRICFIIJBKQ FPEGD9J8I G:A>67>A>IN� 0OLAR@Q OBIF>?FIFQV OBCBOP QL bQEB

>@@RO>QB AFPMI>V >KA ABP@OFMQFLK LC > MOLAR@Q PL QE>Q TE>Q

@RPQLJBOP OB@BFSB FP TE>Q QEBV QELRDEQ QEBV LOABOBA�c�� /KIFKB

��� 4BOOV�. BTELIJ�B Q�>I���b-RIQF
3QLOV�4ORPQ�>KA�/KIFKB

2BQ>FIBO�3QO>QBDFBP�c�)KQBOK>QFLK>I�2BSFBT�L C�2BQ>FI�

$FPQOF?RQFLK�>KA�#LKPRJBO�2BPB>O@E������KL��������� 	�

�� � ^���

��� 3BODFL�2LJ>K��b 4EB�%QEF@P�LC�/KIFKB�2BQ>FIFKD��!�3@>IB

$BSBILMJBKQ�>KA�6>IFA>QFLK�COLJ�QEB�#LKPRJBOPa

0BOPMB@QFSB�c�*LROK>I�LC�"RPFKBPP�%QEF@P���������	����� ^���

��� 3BODFL�2LJ>K��b 4EB�%QEF@P�LC�/KIFKB�2BQ>FIFKD��!�3@>IB

��� X#E>MQBO���
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" RPFKBPP�>KA�%
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OBQ>FIBOP PELRIA MOLSFAB > @LJMIBQB >KA OB>IFPQF@ ABP@OFMQFLK LC QEB

MOLAR@Q >KA FQP ?BKBCFQP_TFQE EFDE
NR>IFQV MF@QROBP >KA MBOE>MP

BSBK ABJLKPQO>QFLK SFABLP FC MLPPF?IB� >MMOLMOF>QB� >KA

>CCLOA>?IB_>ILKD TFQE MOLAR@Q >S>FI>?FIFQV >KA IFHBIV PEFM A>QBP�

#RPQLJBOP PELRIA ?B KLQFCFBA ?V B
J>FI LC LOABO >@@BMQ>K@B� >KA

QEB >KQF@FM>QBA ABIFSBOV A>QB TFQE MELKB >KA B
J>FI @LKQ>@QP CLO >KV

KBBABA�>PPFPQ>K@B�

Cybercrime

#V?BO@OFJB FP JLOB MOLCFQ>?IB QE>K QEB FIIBD>I AORD QO>AB �JLOB

QE>K ���� ?FIIFLK DIL?>IIV MBO VB>O	� %SBOV QEOBB PB@LKAP >K FABKQFQV

FP PQLIBK� >KA TFQELRQ PB@ROFQV� >K RKMOLQB@QBA 0# @>K ?B@LJB

FKCB@QBA TFQEFK CLRO JFKRQBP LC @LKKB@QFKD QL QEB )KQBOKBQ��� !

-F@OLPLCQ PB@ROFQV FKQBIIFDBK@B OBMLOQ J>FKQ>FKP QE>Q @V?BO@OFJB FP

C>PQ J>QROFKD >P > MOLCBPPFLK� TFQE @V?BO@OFJFK>IP ?B@LJFKD JLOB

PLMEFPQF@>QBA >KA M>@H>DFKD LKIFKB QEOB>QP QE>Q @>K ?B PLIA QL
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4EB #LJMRQBO #OFJB � )KQBIIB@QR>I 0OLMBOQV 3B@QFLK LC QEB 53
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d . B>OIV�LKB
CFCQE�LC�PJ>II�?RPFKBPPBP�AL�KLQ�RPB�>KQFSFORP
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FKCLOJ>QFLK @>K ?B MLQBKQF>IIV ABS>PQ>QFKD ?B@>RPB LC QEB DIL?>I
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PLCQT >OB FK FQP KBQT LOH FK ���� QL PQB>I >K RKHKLTK KRJ?BO LC

@OBAFQ @>OA KRJ?BOP��� &LOQRK>QBIV� QEB QEBCQ LC @OBAFQ @>OA >KA

LQEBO MBOPLK>I FKCLOJ>QFLK LOFDFK>QFKD COLJ T B?PFQBP >@@LRKQBA CLO

LKIV >?LRQ �� MBO@BKQ LC QEB FABKQFQV QEBCQ LO CO>RA QE>Q >CCB@QBA ��

JFIIFLK !JBOF@>KP FK ���� ��� 4EFP FP TEV QEB >@Q LC MOLSFAFKD @OBAFQ

@>OA FKCLOJ>QFLK LK > TB?PFQB CLO > MRO@E>PB FP PQFII @LKPFABOBA

?V PLJB MBLMIB QL ?B PL OFPHV QE>Q QEBV OBCRPB QL @LKAR@Q >KV

)KQBOKBQ QO>KP>@QFLKP� 4EFP E>P L?SFLRP FJMIF@>QFLKP CLO >KV PJ>II
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Payment Options

. LTEBOB >OB PB@ROFQV� MOFS>@V� >KA QORPQ JLOB KB@BPP>OV QE>K >Q

QEB MLFKQ LC M>VJBKQ� 7FQELRQ QEFP QO>KP>@QFLK� QEBOB FP KL B


@LJJBO @B� PL FQ FP FJMBO>QFSB QE>Q PJ>II ?RPFKBPPBP PBIIFKD LKIFKB

Q>HB QEB KB@BPP>OV PQBMP QL OBAR@B @RPQLJBO @LK@BOKP >?LRQ

PELMMFKD LKIFKB� ! OB@BKQ PROSBV CLRKA QE>Q OBQ>FIBOP LMBO>QFKD

LKIFKB J>V E>SB ILPQ JLOB QE>K ��� ?FIIFLK ALII>OP LSBO > LKB
VB>O

MBOFLA >P > OBPRIQ LC QO>KP>@QFLK MOL?IBJP LK QEBFO TB?PFQBP� FK
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>KA QELPB LOABOP TFII ?B PR?PQ>KQF>IIV I>ODBO ?B@>RPB @OBAFQ @>OAP

BK>?IB FJMRIPB ?RVFKD� OB>PPROB @RPQLJBOP LC VLRO IBDFQFJ>@V� >KA

PFJMIFCV VLRO ?FIIFKD��� #LKPFPQBKQ TFQE @OBAFQ @>OAP ?BFKD QEB LKIFKB

M>VJBKQ JBQELA LC @ELF@B� FQ E>P ?BBK OBMLOQBA QE>Q �� MBO@BKQ

LC LKIFKB ?RPFKBPPBP LCCBO > DBKBO>I
MROMLPB @OBAFQ @>OA� TEF@E

FK@IRABP 6FP>� ->PQBO#>OA� !JBOF@>K %UMOBPP� >KA $FP@LSBO���
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DBKBO>I� FQ OBCBOP QL TB?PFQBP QE>Q >OB JLOB FKQBO>@QFSB� BKD>DFKD�

>KA FKQBOBPQFKD QE>K ?BCLOB� ! 7 B? �� � PFQB FP LKB TEBOB SFPFQLOP @>K

BKD>DB TFQE VLR� VLRO ?RPFKBPP� >KA VLRO PFQB ?V ALFKD QEFKDP IFHB

QEB�CLIILTFKD����

d 0LPQFKD�@LJJBK QP�LK�VLRO�?ILD�LO�VLRO�>OQF@IBP�LO�@E>QQFKD�FK

>�CLORJ

d 2BQT BBQFKD�VLRO�@LKQBKQ��PE>OFKD�FQ�LK�&>@B?LLH��LO�$FDDFKD�FQ

d 7 >Q@EFKD�>�SFABL��IFPQBKFKD�QL�>�MLA@>PQ��LO�M>OQF@FM>QFKD�FK�>

T B?FK>O

d 4>HFKD�>�NRFW�LO�OBPMLKAFKD�QL�>�MLII

7 B? �� � FP >?LRQ E>SFKD > @LKSBOP>QFLK TFQE VLRO @RPQLJBOP� 4EFP FP

SBOV AFCCBOBKQ COLJ 1 :7 �� 
 � TEBOB TB?PFQBP TBOB PQ>QF@ >KA >II VLR

@LRIA AL T>P OB>A� 7 B? �� � PFQBP >OB @LII>?LO>QFSB >KA FKQBO>@QFSB�

4EB PJ>II ?RPFKBPP QE>Q @OB>QBP > PFQB QE>Q BKD>DBP >KA FKQBO>@QP

TFQE MBLMIB� QE>Q J>HBP MBLMIB T>KQ QL PQF@H >OLRKA� TFII ?B DFSFKD

MBLMIB JLOB LC > @E>K@B QL @OB>QB > @LKKB@QFLK TFQE QEB

?RPFKBPP���� 4EBPB @ILPBO QFBP TFII FK@OB>PB @RPQLJBO >T >OBKBPP

���� 3QBSB�3QO>RPP��b->UFJFWFKD�9LRO�7B?�0OBPBK@B�)P�+BV�QL

" RFIAFKD�9LRO�3J>II�" RPFKBPP�c�53!�4 LA>V��!MOFI��������� �

>@@BPPBA�/ @QL?BO�����������T T T �RP>QLA>V�@LJ �JLKB V�

PJ>II ?RPFKBPP�@LIRJKFPQ�PQO>RPP�����
��
 �� 
?RFIAFKD


T B?
MOBPBK@B=. �EQJ�

���� 3QBSB�3QO>RPP��b->UFJFWFKD�9LRO�7B?�0OBPBK@B�)P�+BV�QL

��� X#E>MQBO���
�%
" RPFKBPP�>KA�%
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>KA @LKPFABO>QFLK LC QEB @LJM>KVaP MOLAR@QP >KA PBOSF@BP� FJMOLSB

@RPQLJBO P>QFPC>@QFLK� FK@OB>PB QEB @E>K@BP LC ILV>IQV� FK@OB>PB QEB

@E>K@BP CLO P>IBP� >KA >AA QL QEB ?LQQLJ IFKB� 4EBOB TFII >IPL ?B

PFDKFCF@>KQ ?BKBCFQP OB>IFWBA ?BQT BBK QEB PJ>II ?RPFKBPP >KA FQP

PRMMIFBOP >KA M>OQKBOP� ILT BOFKD QEB @LPQP LC @LJJRKF@>QFLK >KA

ALFKD�?RPFKBPP�

! JR@E PJ>IIBO MBO@BKQ>DB LC PJ>II ?RPFKBPPBP E>SB >ALMQBA

BIBJBKQP LC 7B? �� � >P @LJM>OBA QL I>ODB BKQBOMOFPBP >KA JFAPFWB

@LJM>KFBP��� � ( LT BSBO� J>K V PJ>II ?RPFKBPPBP >OB RPFKD 7B? �� � FK

>�S>OFBQV�LC�MLPFQFSB�T>VP����

d /KB�?RPFKBPP�LTKBO�LMBO>QBA�>�&>@B?LLH�DOLRM��>QQO>@QBA

FKQBOBPQ�FK�QEB�?RPFKBPP��>KA�ABSBILMBA�ILV>IQV�QEOLRDE�QEB

DOLRM�

d !KLQEBO�?RPFKBPP�OLRQFKBIV�MRQ�MOBPP�OBIB>PBP�LKIFKB�>KA

" RFIAFKD�9LRO�3J>II�" RPFKBPP�c�53!�4 LA>V��!MOFI��������� �

>@@BPPBA�/ @QL?BO�����������T T T �RP>QLA>V�@LJ �JLKB V�

PJ>II ?RPFKBPP�@LIRJKFPQ�PQO>RPP�����
��
 �� 
?RFIAFKD


T B?
MOBPBK@B=. �EQJ�

�� �� ( B>QEBO�#I>KBV��b3J>II�" RPFKBPPBP�!MM>OBKQIV�3ILT�QL

!ALMQ�7B?��� ��0 EFILPLMEFBP�c�)4�+KLT IBADB�%U@E>KDB�

*RKB��� ��������>@ @BPPBA�/ @QL?BO����������

FQHKLT IBADBBU@E>KDB�QB@EQ>ODBQ�@LJ �@E>KKBI
J>OHBO�

PJ>II
?RPFKBPPBP
>MM>OBKQIV�
PILT 
QL
>ALMQ


T B?
 ��
MEFILPLMEFBP�

���� !KFQ>�#>JM?BII��b2B>I�,FCB�%U>JMIBP�LC�"RPFKBPP�/TKBOP

5 PFKD�3L@F>I�-BAF>�c�3J>II�" RPFKBPP�4OBKAP��*RIV���������

>@@BPPBA�/ @QL?BO�����������PJ>II ?FWQOBKAP�@LJ ����� �

� � �OB>I
IFCB
BU>JMIBP
LC
?RPFKBPP
LTKBOP
RPFKD


PL@F>I
JBAF>�EQJI�

#E>MQBO���
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>QQBPQBA�QL�QEBFO�S>IRB�>Q�DBQQFKD�QEB�@LJM>KVaP�TB?PFQB�CLRKA

FK�PB>O@E�BKDFKBP�

d 4EB�LTKBO�LC�>�MOLAR@Q�@LJM>KV�OBMLOQBA�DLLA�OBPRIQP�TFQE

SFABLP�QE>Q�TBOB�IL>ABA�LK�9LR4R?B�>KA�LK�QEB�@LJM>KVaP

T B?PFQB��4EB�SFABL�>QQO>@QBA�MBLMIB�QL�QEB�PFQB�>KA�>IPL

BKD>DBA�BUFPQFKD�SFPFQLOP�LK�QEB�PFQB�

d !�PJ>II�OB>I
BPQ>QB�@LJM>KV�E>P�>�&>@B?LLH�M>DB��>�?ILD��>KA�>

MOLMBOQV�S>IRB�@>I@RI>QLO�QE>Q�>IILTP�ELJB LTKBOP�QL�@>I@RI>QB

>K�>MMOLUFJ>QFLK�LC�QEBFO�ELJBaP�S>IRB�TFQELRQ�E>SFKD�QL�PMB>H

TFQE�>�OB>IQLO��4EB�FKCLOJ>QFLK�FP�QEBK�PBKQ�SF>�B
J>FI�

!P 7 B? �� � H BBMP BSLISFKD� QEB S>IRB >KA LMMLOQRKFQFBP FQ TFII ?OFKD

QL PJ>II ?RPFKBPPBP TFII @LKQFKRB QL DOLT � b4EB FK@OB>PBA CILT L C

QT L
T >V FKCLOJ>QFLK ?BQT BBK ?RPFKBPP >KA @RPQLJBO� QEB FK@OB>PB

FK FKCLOJ>QFLK AFPQOF?RQFLK QEOLRDE ?ILDP >KA TFHFP� >KA QEB

FK@OB>PBA M>OQF@FM>QFLK LC @RPQLJBOP FK MOLAR@Q FJMOLSBJBKQ >KA

BSBK ABPFDK TFII @LKQFKRB� "V >ALMQFKD 7B? �� � QB@EKLILDFBP >KA

QLLIP� PJ>II ?RPFKBPPBP @>K FJMOLSB J>OHBQ PE>OB� MOLCFQ� >KA

OBMRQ>QFLK� KLT >KA FK QEB CRQROB�c3>KD
( BRF ,BB� $>SFA $B7 BPQBO�

>KA 3L 2> 0>OH� b7 B? �� � >KA /MMLOQRKFQFBP CLO 3J>II " RPFKBPPBP�c

Service Business���KL��������� 	�����^���

Key Takeaways

d %
@LJJBO @B�MI>QCLOJP�J>HB�FQ�MLPPF?IB�CLO�?RPFKBPPBP�QL�PBII

LKIFKB��4EB�>II
FK
LKB�MI>QCLOJ�PLIRQFLK�E>P�?B@LJB�JLO B

MLMRI>O�TFQE�LKIFKB�JBO@E>KQP��4EBOB�>OB�J>K V�MI>QCLOJP�QE>Q

>OB�Q>FILOBA�PMB@FCF@>IIV�CLO�PJ>II�>KA�JBAFRJ
PFWBA

?RPFKBPPBP�

d 3J>II�?RPFKBPPBP�PELRIA�QEFKH�>?LRQ�#2-��#2-�PLIRQFLKP�>OB

KLT�>S>FI>?IB�CLO�BSBK�QEB�PJ>IIBPQ�LC�?RPFKBPPBP�

d %SBK�QELRDE�J
@LJJBO @B�FP�I>DDFKD�?BEFKA�LQEBO�JL?FIB�RPBP�

TFOBIBPP�ABSF@BP�>KA�J
@LJJBO @B�>OB�BUMB@QBA�QL�@OB>QB

��� X#E>MQBO���
�%
" RPFKBPP�>KA�%
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>KLQEBO�OBSLIRQFLK�FK�B
@LJJBO @B�

d 7 B?��� ��FP�FJMLOQ>KQ��)Q�FP�>?LRQ�E>SFKD�>�@LKSBOP>QFLK�TFQE

VLRO�@RPQLJBOP��3J>II�?RPFKBPPBP�KBBA�QL�IB>OK�>?LRQ�FQ�>KA

PQOLKDIV�@LKPFABO�FK@LOMLO>QFKD�FQ�FKQL�QEBFO�B
@LJJBO @B

PQO>QBDFBP�

d 7 B?��� ��H BBMP�BSLISFKD��PL�QEB�S>IRB�>KA�LMMLOQRKFQFBP�FQ�TFII

?OFKD�QL�PJ>II�?RPFKBPPBP�TFII�@LKQFKRB�QL�DOLT �

#E>MQBO���
�%
" RPFKBPP�>KA�%
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5. Chapter 5 - The Business
Plan

Developing Your Strategy

!P JBK QFLKBA FK#E>MQBO �� FQ FP @OFQF@>IIV FJMLOQ>KQ CLO >KV ?RPFKBPP

LOD>KFW>QFLK QL ?B >?IB QL >@@RO>QBIV RKABOPQ>KA >KA FABKQFCV TE>Q

@LKPQFQRQBP @RPQLJBO S>IRB� 4L AL QEFP� LKB JRPQ E>SB > @IB>O FAB>

LC TEL VLRO @RPQLJBOP >OB LO TFII ?B� (LT BSBO� PFJMIV FABKQFCVFKD

@RPQLJBO S>IRB FP FKPRCCF@FBKQ� !K LOD>KFW>QFLK JRPQ ?B >?IB QL

MOLSFAB @RPQLJBO S>IRB TFQEFK PBSBO>I FJMLOQ>KQ @LKPQO>FKQP� /KB

LC QEBPB @LKPQO>FKQP AB>IP TFQE QEB @LJMBQFQFLK_TE>Q LCCBOFKDP >OB

>S>FI>?IB >KA >Q TE>Q MOF@B� !IPL� TE>Q >AAFQFLK>I PBOSF@BP JFDEQ >

@LJM>KV MOLSFAB� ! PB @LKA @OFQF@>IIV FJMLOQ>KQ @LKPQO>FKQ FP QEB

>S>FI>?FIFQV LC OBPLRO@BP QL QEB ?RPFKBPP LOD>KFW>QFLK� 2BPLRO@BP

@LKPFPQ LC C>@QLOP PR@E >P JLKBV� C>@FIFQFBP� BNRFMJBKQ� LMBO>QFLK>I

@>M>?FIFQV��>KA�MBOPLKKBI�

( BOB FP >K BU>JMIB� > OBPQ>RO>KQ FABKQFCFBA FQP MOFJB @RPQLJBO

?>PB >P ?BFKD RMP@>IB @IFBKQBIB FK QEB ?RPFKBPP PB@QFLK LC > J>GLO

@FQV� 4EB OBPQ>RO>KQ OB@LDKFWBA QE>Q FQ E>P KRJBOLRP @LJMBQFQLOP

QE>Q >OB FKQBOBPQBA FK MOLSFAFKD QEB P>JB @IFBKQBIB TFQE >K RMP@>IB

AFKFKD BUMBOFBK@B� /RO BU>JMIB OBPQ>RO>KQ JFDEQ MOLSFAB > CFSB


@LROPB� CFSB
PQ>O DLROJBQ JB>I QL FQP @RPQLJBOP� )Q >IPL MOLSFABP

PRMBOI>QFSB PBOSF@B� )C > @LJM>O>?IB OBPQ>RO>KQ C>FIBA QL MOLSFAB

> @LJM>O>?IB JB>I QE>K QEB BU>JMIB OBPQ>RO>KQ� QEB BU>JMIB

��� X#E>MQBO���
�4EB�"RPFKBPP�0I>K



OBPQ>RO>KQ TLRIA E>SB > @LJMBQFQFSB >AS>KQ>DB� )C QEB BU>JMIB

OBPQ>RO>KQ LCCBOBA QEBPB PRJMQRLRP JB>IP CLO > OBI>QFSBIV ILT MOF@B

FK @LJM>OFPLK QL FQP @LJMBQFQLOP� FQ TLRIA FKFQF>IIV PBBJ QL E>SB

BSBK JLOB LC >K >AS>KQ>DB� (LT BSBO� FC QEB MOF@B @E>ODBA FP

PFDKFCF@>KQIV IBPP QE>K QEB @LPQ LC MOLSFAFKD QEB JB>I� QEB PBOSF@B

FK QEFP PFQR>QFLK @LRIA KLQ ?B J>FKQ>FKBA� )K C>@Q� QEB OBPQ>RO>KQ

FKBSFQ>?IV TLRIA E>SB QL DL LRQ LC ?RPFKBPP� 0OLSFAFKD BU@BIIBKQ

@RPQLJBO PBOSF@B J> V ?B > KB@BPP>OV @LKAFQFLK CLO ?RPFKBPP PROSFS>I

?RQ��FK�>KA�LC�FQPBIC��FQ�FP�KLQ�>�PRCCF@FBKQ�@LKAFQFLK�

3L ELT ALBP LKB DL >?LRQ ?>I>K@FKD QEB KBBA QL MOLSFAB

@RPQLJBO S>IRB TFQEFK QEB OBPLRO@BP >S>FI>?IB TEFIB >IT >VP

J>FKQ>FKFKD > T>Q@ECRI BVB LK @LJMBQFQLOPa >@QFLKP� 7B >OB DLFKD QL

>ODRB�QE>Q�TE>Q�FP�OBNRFOBA�CLO�QE>Q�CFOJ�FP�QL�E>SB�>HIG6I:< N�

4EB TLOA strategy FP ABOFSBA COLJ QEB 'OBBH TLOA strategos� TEF@E

OLRDEIV QO>KPI>QBP FKQL QEB >OQ LC QEB DBKBO>I� K>JBIV > JFIFQ>OV

IB>ABO� 'BKBO>IP >OB OBPMLKPF?IB CLO J>OPE>IFKD OBNRFOBA OBPLRO@BP

>KA LOD>KFWFKD QEB QOLLMP >KA QEB ?>PF@ MI>K LC >QQ>@H� -R@E FK QEB

P>JB T >V� BUB@RQFSBP >P LTKBOP LC ?RPFKBPPBP >OB BUMB@QBA QL E>SB

> DBKBO>I FAB> LC QEB ABPFOBA LRQ@LJBP� >@NRFOB OBPLRO@BP� EFOB >KA

QO>FK MBOPLKKBI� >KA DBKBO>QB MI>KP QL >@EFBSB QELPB LRQ@LJBP� )K

QEFP PBKPB� >II ?RPFKBPPBP� I>ODB >KA PJ>II� E>SB PQO>QBDFBP� TEBQEBO

QEBV >OB @IB>OIV TOFQQBK LRQ FK CLOJ>I ?RPFKBPP MI>KP LO OBPFAB FK QEB

JFKA�LC�QEB�LTKBO�LC�QEB�?RPFKBPP�

4EBOB >OB J>KV AFCCBOBKQ CLOJ>I ABCFKFQFLKP LC PQO>QBDV TFQE

OBPMB@Q QL ?RPFKBPP� 4EB CLIILTFKD FP > M>OQF>I IFPQFKD LC PLJB LC QEB

ABCFKFQFLKP�DFSBK�?V�HBV�BUMBOQP�FK�QEB�CFBIA�

ÒA strategy is a pattern of objectives, purposes or goals and the

major policies and plans f or achieving these goals, stated in

such a way as to define what business the company is in or is

to be in and the kind of company it is or to be �c�

�� +BKKBQE�!OOLT ��4EB�#LK@BMQ�LC�#LOMLO>QB�3QO>QBDV

�( LJB T LLA��),��) OTFK���� ��	�����

#E>MQBO���
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ÒThe determination of the long-run goals and objectives

of an enterprise, and the adoption of cour ses of action and

the allocation of r esources necessary for carr ying out these

goals�c�

ÒWhat business strategy is all about, in a wor d, is

competitive advantage �c�

1 : 9:;>C: I=: HIG 6I:< N D; 6 7JH>C:HH 6H ;DAADLH� � ;>GB SH HIG6I:< N

>H I=: E6I= 7 N L=>8= >I H::@H ID EGDK>9: >IH 8JHIDB:GH L>I= K6AJ:	

<>K:C I=: 8DB E:I>I>K: :C K>GDCB:C I 6C9 L>I=>C I=: 8DCHIG6>CIH D;

I=:�G :HDJG8:H�6K6>A67A:�ID�I=:�;>GB�

7 E>QBSBO ABCFKFQFLK LC PQO>QBDV FP RPBA� FQ FP LCQBK AFCCF@RIQ QL

PBM>O>QB FQ COLJ QT L LQEBO QBOJP� PQO>QBDF@ MI>KKFKD >KA PQO>QBDF@

J>K>DBJBKQ� "LQE QBOJP >OB LCQBK MBO@BFSBA >P ?BFKD FK QEB ALJ>FK

LC I>ODB @LOMLO>QFLKP� KLQ KB@BPP>OFIV PJ>II QL JFAPFWB ?RPFKBPPBP�

4EFP FP PLJBTE>Q RKABOPQ>KA>?IB� 4EB LOFDFK LC PQO>QBDF@ MI>KKFKD

>P > PBM>O>QB AFP@FMIFKB L@@ROOBA LSBO CFCQV VB>OP >DL� )Q T>P J>FKIV

@LK@BOKBA TFQE >PPFPQFKD ERDB JRIQFAFSFPFLK>I LO DIL?>I ?RPFKBPPBP

FK @LLOAFK>QFKD QEBFO >@QFSFQFBP� )K QEB FKQBOSBKFKD E>IC
@BKQROV�

PQO>QBDF@ MI>KKFKD E>P MOLAR@BA > S>PQ NR>KQFQV LC IFQBO>QROB�

-FK QW?BOD� , >JMBI� !EIPQO>KA� FK > EFDEIV @OFQF@>I OBSFBT L C QEB CFBIA�

FABKQFCFBA QBK PBM>O>QB P@ELLIP >PPL@F>QBA TFQE PQO>QBDF@ MI>KKFKD��

7FQE QE>Q KRJ?BO LC AFCCBOBKQ P@ELLIP� FQ FP @IB>O QE>Q QEB AFP@FMIFKB

E>P KLQ >OOFSBA >Q > @LJJLK @ LKPBKPRP� 3QO>QBDF@ MI>KKFKD E>P

?BBK PBBK >P > PBOFBP LC QB@EKFNRBP >KA QLLIP QE>Q TLRIA BK>?IB

�� !ICOBA�#E>KAIBO��3QO>QBDV�>KA�3QOR@QROB��#>J?OFADB��-!�

-)4�0O BPP������	�����

�� +BKF@EF�/EJ>B��4EB�-FKA�LC�QEB�3QO>QBDFPQ

�( >OJLKAPTLOQE��5+��0BKDRFK�"LLHP������ 	����

�� ( BKOV�-FKQW?BOD��*LPBME�,>JMBI��>KA�"OR@B�!EIPQO>KA�

3QO>QBDF@�3>C>OF��!�'RFABA�4LRO�QEOLRDE�QEB�7FIAP�LC

3QO>QBDF@�->K>DBJBKQ��. BT�9 LOH��&OBB�0OBPP������ 	�

��� X#E>MQBO���
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LOD>KFW>QFLKP QL >@EFBSB QEBFO PMB@FCFBA DL>IP >KA L?GB@QFSBP�

3QO>QBDF@ J>K>DBJBKQ T>P PBBK >P QEB LOD>KFW>QFLK>I JB@E>KFPJP

?V TEF@E VLR TLRIA FJMIBJBKQ QEB PQO>QBDF@ MI>K� 3LJB LC QEB

JLABIP >KA >MMOL>@EBP >PPL@F>QBA TFQE PQO>QBDF@ MI>KKFKD >KA

PQO>QBDF@ J>K>DBJBKQ ?B@>JB NRFQB @LJMIBU >KA TLRIA MOLSB QL

?B C>FOIV @RJ?BOPLJB QL FJMIBJBKQ FK >II ?RQ QEB I>ODBPQ ?RPFKBPPBP�

&ROQEBO� PQO>QBDF@ MI>KKFKD LCQBK ?B@>JB > ?ROB>R@O>QF@ BUBO@FPB

TEBOB MBLMIB CFIIBA LRQ CLOJP� >QQBKABA JB BQFKDP� >KA TBKQ QEOLRDE

QEB JLQFLKP QL MOLAR@B > AL@RJBKQ HKLTK >P QEB PQO>QBDF@ MI>K�

3LJB QFJBP TE>Q FP JFPPBA FK QEFP AFP@RPPFLK T>P > HBV

BIBJBKQ_PQO>QBDF@ QEFKHFKD� 3QO>QBDF@ QEFKHFKD FP QEB @OB>QFSB

>K>IVPFP LC QEB @LJMBQFQFSB I>KAP@>MB >KA > ABBM RKABOPQ>KAFKD LC

@RPQLJBO S>IRB� )Q PELRIA ?B QEB AOFSBO �PBB b3QO>QBDV 4OLFH>c	 LC QEB

BKQFOB MOL@BPP� 4EFP @LK@BMQ FP LCQBK CLODLQQBK FK I>ODB ?ROB>R@O>QF@

LOD>KFW>QFLKP�

- IG6I:< N�. GD>@6

3QO>QBDF@ QEFKHBOP LCQBK ?OB>H @LJJLKI V RKABOPQLLA MOFK@FMIBP QL

OB>@E QEBFO DL>IP� 4EFP FP JLPQ @IB>OIV PBBK >JLKD JFIFQ>OV IB>ABOP�

PR@E >P !IBU>KABO QEB 'OB>Q LO (>KKF?>I� 2L?BOQ %� ,BB LCQBK

#E>MQBO���
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SFLI>QBA ?>PF@ JFIFQ>OV MOFK@FMIBP� PR@E >P AFSFAFKD EFP CLO@BP�

'BKBO>I $LRDI>P ->@!OQERO PEL@HBA QEB .LOQE +LOB>KP TFQE EFP

?LIA I>KAFKDP ?BEFKA BKBJV IFKBP >Q )K@ELK� 4EFP JBKQ>I CIBUF?FIFQV

>IPL�BUFPQP�FK�DOB>Q�?RPFKBPP�IB>ABOP�

3LILJLK >KA &OFBAJ>K OB@LRKQBA > MOFJB BU>JMIB LC QORB

PQO>QBDF@ QEFKHFKD�� 7FIPLK ( >OOBII QLLH > PJ>II� @ILPBIV EBIA�

@IB>KFKD PMO>V @LJM>KV HKLTK >P &LOJRI> ��� QL QEB MLFKQ LC

E>SFKD K>QFLK>I AFPQOF?RQFLK� )K ��� � � QEB MLPFQFLK QE>Q &LOJRI> ���

EBIA T>P QEOB>QBKBA ?V QEB MLPPF?IB BKQOV LC 0OL@QBO � '>J?IB

FKQL QEB P>JB PMO>V @IB>KFKD J>OHBQ� 0OL@QBO � '>J?IB T >P > ERDB

@LKPRJBO MOLAR@QP MOLAR@BO� KLQBA CLO FQP J>OHBQFKD P>SSV� 0OL@QBO

� '>J?IB ?BD>K > MO LDO>J L C BUQBKPFSB J>OHBQ OBPB>O@E QL MOLJLQB

FQP @LJM>O>?IB MOLAR@Q QEBV @>IIBA #FK@E� #IB>OIV� QEB I>ODBO CFOJ

E>A > JR@E DOB>QBO >AS>KQ>DB� (>OOBII HKBT QE>Q 0OL@QBO � '>J?IB

T LRIA MBOCLOJ QBPQ J>OHBQ OBPB>O@E� (B AB@FABA QL AL QEB

RKBUMB@QBA� 2>QEBO QE>K AFOB@QIV @LKCOLKQ QEFP JR@E I>ODBO

@LJMBQFQLO� EB ?BD>K > MOLDO>J TEBOB EB OBAR@BA >ASBOQFPFKD

BUMBKAFQROBP FK $BKSBO >KA PQLMMBA MOLJLQFKD EFP &LOJRI> ����

4EB LRQ@LJB T >P QE>Q 0OL@QBO � '>J?IB E>A PMB@Q>@RI>O OBPRIQP�

>KA QEB @LJM>KV T>P BUQOBJBIV BU@FQBA TFQE QEB MLQBKQF>I CLO

#FK@E� 0OL@QBO � '>J?IB FJJB AF>QBIV ?BDFK > K>QFLK>I P>IBP

@>JM>FDK� (LT BSBO� ?BCLOB QEB @LJM>KV @LRIA ?BDFK� (>OOBII

FKQOLAR@BA > MOLJLQFLK LC EFP LTK� ( B QLLH QEB &LOJRI> ���

PFUQBBK
LRK@B ?LQQIB >KA >QQ>@EBA FQ QL > E>IC
D>IILK PFWB ?LQQIB�

( B QEBK PLIA ?LQE >Q > PFDKFCF@>KQ AFP@LRKQ� 4EFP NR>KQFQV LC PMO>V

@IB>KBO TLRIA I>PQ QEB >SBO>DB @LKPRJBO PFU QL KFKB JLKQEP� 4EB

J>OHBQ CLO 0OL@QBO � '>J?IB aP #FK@E T>P PFDKFCF@>KQIV OBAR@BA�

0OL@QBO � '>J?IB T >P @LKCRPBA >KA @LKCLRKABA ?V FQP MLLO

PELTFKD >CQBO QEB MEBKLJBK>I PELTFKD FK $BKSBO� #LKCRPBA >KA

�� 0>RI�3LIJ>K�>KA�4ELJ>P�&OFBAJ>K��,FCB�>KA�$B>QE�LK

QEB�#LOMLO>QB�">QQIBCFBIA��(LT�#LJM>KFBP�7FK��,LPB�

3ROSFSB��. BT�9 LOH��3FJLK�>KA�3@ERPQBO������	��� �^ �� �

��� X#E>MQBO���
�4EB�"RPFKBPP�0I>K



RK@BOQ>FK� QEB @LJM>KV @ELPB QL TFQEAO>T #FK@E COLJ QEB J>OHBQ�

7FIPLK ( >OOBIIaP AFPMI>V LC ?OFIIF>KQ PQO>QBDF@ QEFKHFKD E>A ?BPQBA

QEBJ� ( B IBSBO>DBA EFP PJ>II @LJM>KVaP @OB>QFSB QEFKHFKD >KA

CIBUF?FIFQV >D>FKPQ QEB QOBJBKALRP OBPLRO@BP LC >K FKQBOK>QFLK>I

DF>KQ� 4EOLRDE PRMBOFLO PQO>QBDF@ QEFKHFKD� (>OOBII T>P >?IB QL ?BPQ

0OL@QBO���'>J?IB�

Do You Have a Strategy and What Is It?

7 B E>SB >ODRBA QE>Q >II ?RPFKBPPBP E>SB PQO>QBDFBP� TEBQEBO QEBV

>OB BUMIF@FQIV >OQF@RI>QBA LO KLQ� 0BOOV PQ>QBA QE>Q bPJ>II ?RPFKBPP

IB>ABOP PBBJ QL OB@LDKFWB QE>Q QEB >?FIFQV QL CLOJRI>QB >KA

FJMIBJBKQ >K BCCB@QFSB PQO>QBDV E>P > J>GLO FKCIRBK@B LK QEB

PROSFS>I�>KA�PR@@BPP�LC�PJ>II�?RPFKBPP�c�

4EB BUQBKQ QL TEF@E > PQO>QBDV PELRIA ?B >OQF@RI>QBA FK > CLOJ>I

J>KKBO� PR@E >P M>OQ LC > ?RPFKBPP MI>K� FP EFDEIV ABMBKABKQ LK QEB

QVMB LC ?RPFKBPP� /KB JFDEQ KLQ BUMB@Q > CLOJ>IIV AO>CQBA PQO>QBDV

PQ>QBJBKQ CLO > KLKBJMILVBB ?RPFKBPP CRKABA PFKDRI>OIV ?V QEB

LTKBO� /KB OBPB>O@EBO CLRKA QE>Q CLOJ>I MI>KP >OB O>OB FK

?RPFKBPPBP TFQE CBT BO QE>K CFSB BJMILVBBP�� ( LT BSBO� VLR PELRIA

�� 3QBMEBK�#��0BOOV��b!�#LJM>OFPLK�LC�&>FIBA�>KA�. LK


&>FIBA�3J>II�" RPFKBPPBP�FK�QEB�5KFQBA�3Q>QBP��$L�-BK�>KA

7 LJBK�5 PB�$FCCBOBKQ�0I>KKFKD�>KA�$B@FPFLK�->HFKD

3QO>QBDFBP��c�*LROK>I�LC�$BSBILMJBKQ>I�%KQOBMOBKBROPEFM

� ��KL�������� �	������

�� 3QBMEBK�#��0BOOV��b!K�%UMILO>QLOV�3QRAV�LC�5�3��" RPFKBPP

&>FIROBP�>KA�QEB�)KCIRBK@B�LC�2BIBS>KQ�%UMBOFBK@B�>KA

0I>KKFKD�c��0E�$��AFPP���'BLODB�7>PEFKDQLK�5KFSBOPFQV�

#E>MQBO���
�4EB�"RPFKBPP�0I>K X���



@IB>OIV E>SB QE>Q BUMB@Q>QFLK CLO >KV LQEBO QVMB LC PJ>II LO JFAPFWB

?RPFKBPP�

!K V ?RPFKBPP TFQE BJMILVBBP PELRIA E>SB >K >OQF@RI>QBA PQO>QBDV

QE>Q @>K ?B @LKSBVBA QL QEBJ PL QE>Q QEBV JFDEQ ?BQQBO >PPFPQ FK

FJMIBJBKQFKD FQ� #ROQFP MLFKQBA LRQ QE>Q FK QEB >?PBK@B LC PR@E

@LJJRKF@>QFLK� bBJMILVBBP J>HB MO>DJ>QF@ PELOQ
QBOJ AB@FPFLKP

QE>Q @RJRI>QFSBIV CLOJ >K >A
EL@ PQO>QBDV�c� 4EBPB >A EL@ �OB>IFWBA	

PQO>QBDFBP J>V ?B >Q LAAP TFQE QEB MI>KKBA �FKQBKABA	 PQO>QBDFBP QL

DRFAB > CFOJ�� ( LT BSBO� >KV ?RPFKBPP QE>Q PBBHP BUQBOK>I CRKAFKD

COLJ ?>KHBOP� SBKQROB @>MFQ>IFPQP� LO b>KDBIPc JRPQ ?B >?IB QL PMB@FCV

FQP�PQO>QBDV�FK�>�CLOJ>I�?RPFKBPP�MI>K�

#IB>OIV PMB@FCVFKD VLRO PQO>QBDV PELRIA ?B PBBK >P >K BKA FK FQPBIC�

2BNRFOFKD > @LJM>KV QL PMB@FCV FQP PQO>QBDV CLO@BP QE>Q @LJM>KV QL

QEFKH�>?LRQ�FQP�@LOB�FPPRBP��PR@E�>P�QEB�CLIILTFKD�

d 7 EL�>OB�VLRO�@RPQLJBOP�

d ( LT�>OB�VLR�DLFKD�QL�MOLSFAB�S>IRB�QL�QELPB�@RPQLJBOP�

d 7 EL�>OB�VLRO�@ROOBKQ�>KA�CRQROB�@LJMBQFQLOP�

d 7 E>Q�>OB�VLRO�OBPLRO@BP�

d ( LT�>OB�VLR�DLFKD�QL�RPB�QEBPB�OBPLRO@BP�

/KB @LJJBK Q>QLO FK > ?ILD MRQ FQ C>FOIV TBII� b)Q KBSBO @B>PBP QL

>J>WB JB ELT J>K V MBLMIB TFII RPB '03 LO 'LLDIB J>MP CLO > QOFM

PLJBTEBOB ?RQ TEBK FQ @LJBP QL PQ>OQFKD > ?RPFKBPP QEBV QEFKH QE>Q

������AFPPBOQ>QFLK�>S>FI>?IB�QEOLRDE�5-)�$FPPBOQ>QFLK

3BOSF@BP��!KK�!O?LO��-)	�����

�� $ >SFA�!��#ROQFP��3QO>QBDF@�0I>KKFKD�CLO�3J>IIBO

" RPFKBPPBP��)JMOLSFKD�#LOMLO>QB�0BOCLOJ>K@B�>KA

0BOPLK>I�2BT >OA��#>J?OFADB��-!��,B UFKDQLK�"LLHP�

���� 	���� �

�� ( BKOV�-FKQW?BOD��4EB�2FPB�>KA�&>II�LC�3QO>QBDF@�0I>KKFKD

�. BT�9 LOH��&OBB�0OBPP������ 	�����

�� � X#E>MQBO���
�4EB�"RPFKBPP�0I>K



QEBV @>K AL FQ TFQELRQ >KV PQO>QBDV� LO TFQELRQ >KV DRFAFKD OL>A


J>M�c�( >OOV�4R@@F��@LJJBK Q�MLPQBA�QL�QEB�CLIILTFKD�?ILD���

Types of Strategies

)K ���� � -F@E>BI 0LOQBO > MOLCBPPLO >Q (>OS>OA " RPFKBPP 3@ELLI

MR?IFPEBA > J>GLO TLOH FK QEB CFBIA LC PQO>QBDF@ >K>IVPFP_Competitive

Strategy��� 4L PFJMIFCV 0LOQBOaP QEBPFP� TEFIB @LJMBQFQFLK FP ?BKBCF@F>I

QL @RPQLJBOP� FQ FP KLQ >IT >VP ?BKBCF@F>I QL QELPB TEL >OB @LJMBQFKD�

#LJMB QFQFLK J>V FKSLISB ILT BOFKD MOF@BP� FK@OB>PFKD OBPB>O@E >KA

ABSBILMJBKQ �2�$ 	� >KA FK@OB>PFKD >ASBOQFPFKD >KA LQEBO BUMBKPBP

>KA >@QFSFQFBP_>II LC TEF@E @>K ILT BO MOLCFQ J>ODFKP� 0LOQBO

PRDDBPQBA QE>Q CFOJP PELRIA @>OBCRIIV BU>JFKB QEB FKARPQOV FK TEF@E

QEBV >OB LMBO>QFKD >KA >MMIV TE>Q EB @>IIP QEB CFSB CLO@BP JLABI�

4EBPB CFSB CLO@BP >OB >P CLIILTP� QEB MLT BO LC PRMMIFBOP� QEB MLT BO

LC ?RVBOP� QEB QEOB>Q LC PR?PQFQRQFLK� QEB QEOB>Q LC KBT BKQO>KQP�

>KA OFS>IOV TFQEFK QEB FKARPQOV� 7 B AL KLQ KBBA QL @LSBO QEBPB CFSB

CLO@BP FK >KV DOB>Q ABQ>FI� LQEBO QE>K QL P>V QE>Q LK@B QEB >K>IVPFP

E>P ?BBK @LKAR@QBA� > CFOJ PELRIA ILLH CLO T>VP QL JFKFJFWB QEB

AVPCRK@QFLK>I @LKPBNRBK@BP LC @LJMBQFQFLK� 0LOQBO FABKQFCFBA CLRO

DBKBOF@ PQO>QBDFBP QE>Q CFOJP J>V @ELLPB QL FJMIBJBKQ QL >@EFBSB

QE>Q BKA� !@QR>IIV� EB FKFQF>IIV FABKQFCFBA QEOBB DBKBOF@ PQO>QBDFBP�

��� 2FBS>�,BPLKPHV��b!�3 J>II�" RPFKBPP�0I>K�$LR?IBP�9LRO

#E>K@BP�CLO�3R@@BPP��3>VP�>�.BT�3 ROSBV��3J>II�" RPFKBPP

4OBKAP��*RKB��������� ��>@@BPPBA�/ @QL?BO����������

PJ>II ?FWQOBKAP�@LJ ����� ��� �?RPFKBPP
MI>K
PR@@BPP


QTF@B
>P
IFHBIV�EQJI�

��� -F@E>BI�0LOQBO��#LJMB QFQFSB�3QO>QBDV��4B@EKFNRBP�CLO

!K>I VWFKD�)KARPQOFBP�>KA�#LJMBQFQLOP��.BT�9 LOH��&OBB

0OBPP������ 	�����

#E>MQBO���
�4EB�"RPFKBPP�0I>K X���



?RQ LKB LC QEBJ @>K ?B ?FCRO@>QBA� .=:H: ; DJG HIG6I:<>:H 6G: 6H

;DAADLH �H:: T!:C:G>8 - IG6I:<>:HU�� 8DHI A:69:GH=>E	 9>;;:G:C I>6I>DC	

8DHI ;D8JH	 6C9 9>;;:G:C I>6I>DC ;D8JH�4EBPB CLRO DBKBOF@ PQO>QBDFBP

@>K ?B >MMIFBA QL PJ>II ?RPFKBPPBP� 7B TFII BU>JFKB B>@E PQO>QBDV

>KA�QEBK�AFP@RPP�TE>Q�FP�OBNRFOBA�QL�PR@@BPPCRIIV�FJMIBJBKQ�QEBJ�

!:C:G>8�- IG6I:<>:H

Low-Cost Advantage

! 8DHI A:69:GH=>EPQO>QBDV OBNRFOBP QE>Q > CFOJ ?B FK QEB MLPFQFLK LC

?BFKD QEB ILT BPQ @LPQ MOLAR@BO FK FQP @LJMBQFQFSB BKSFOLKJBK Q� "V

?BFKD QEB ILT BPQ
@LPQ MOLAR@BO� > CFOJ E>P PBSBO>I PQO>QBDF@ LMQFLKP

LMBK QL FQ� )Q @>K PBII FQP MOLAR@Q LO PBOSF@B >Q > ILT BO MOF@B QE>K FQP

@LJMBQFQLOP� )C MOF@B FP > J>GLO AOFSBO LC @RPQLJBO S>IRB� QEBK QEB

CFOJ TFQE QEB ILT BPQ MOF@B PELRIA PBII JLOB� 4EB ILT 
@LPQ MOLAR@BO

>IPL E>P QEB LMQFLK LC PBIIFKD FQP MOLAR@QP LO PBOSF@BP >Q MOF@BP QE>Q

>OB @LJM>O>?IB QL FQP @LJMBQFQLOP� (LT BSBO� QEFP TLRIA JB>K QE>Q

QEB�CFOJ�TLRIA�E>SB�>�JR@E�EFDEBO�J>ODFK�QE>K�FQP�@LJMBQFQLOP�

/? SFLRPIV� CLIILTFKD > @LPQ IB>ABOPEFM PQO>QBDV AF@Q>QBP QE>Q QEB

?RPFKBPP ?B DLLA >Q @ROQ>FIFKD @LPQP� 0BOE>MP QEB @IB>OBPQ BU>JMIB

LC > CFOJ QE>Q BJMILVP > @LPQ IB>ABOPEFM PQO>QBDV FP 7>IJ>OQ�

7 >IJ>OQaP FKSBPQJBKQ FK @RPQLJBO OBI>QFLKP >KA FKSBKQLOV @LKQOLI

PVPQBJP MIRP FQP ERDB PFWB BK>?IBP FQ QL PB@ROB QEB b?BPQc AB>IP

��� X#E>MQBO���
�4EB�"RPFKBPP�0I>K



COLJ PRMMIFBOP >KA AO>PQF@>IIV OBAR@B @LPQP� )Q JFDEQ >MMB>O QE>Q

@LPQ IB>ABOPEFM PQO>QBDFBP >OB JLPQ PRFQ>?IB CLO I>ODB CFOJP QE>Q @>K

BUMILFQ B@LKLJFBP LC P@>IB� 4EFP FP KLQ KB@BPP>OFIV QORB� 3J>IIBO

CFOJP @>K @LJMBQB LK QEB ?>PFP LC @LPQ IB>ABOPEFM� 4EBV @>K MLPFQFLK

QEBJPBISBP FK ILT 
@LPQ >OB>P� >KA QEBV @>K BUMILFQ QEBFO ILT BO

LSBOEB>A @LPQP� &>JFIV ?RPFKBPPBP @>K RPB C>JFIV JBJ?BOP >P

BJMILVBBP� LO QEBV @>K RPB > TB? MOBPBK@B QL J>OHBQ >KA PBII QEBFO

DLLAP >KA PBOSF@BP� ! PJ>II C>JFIV
ORK IRK@EBLKBQQB QE>Q MRO@E>PBP

RPBA BNRFMJBKQ >KA LCCBOP > IFJFQBA JBKR LC PQ>KA>OA ?OB>HC>PQ >KA

IRK@E FQBJP TEFIB KLQ LCCBOFKD AFKKBO JFDEQ ?B DLLA BU>JMIB LC >

PJ>II�?RPFKBPP�QE>Q�E>P�LMQBA�CLO�>�@LPQ�IB>ABOPEFM�PQO>QBDV�

Differentiation

! 9>;;:G:C I>6I>DCPQO>QBDV FKSLISBP MOLSFAFKD MOLAR@QP LO PBOSF@BP

QE>Q JBBQ @RPQLJBO S>IRB FK PLJB RKFNRB T>V� 4EFP RKFNRBKBPP J>V

?B ABOFSBA FK PBSBO>I T>VP� ! CFOJ J>V QOV QL ?RFIA > M>OQF@RI>O

?O>KA FJ>DB QE>Q AFCCBOBKQF>QBP FQPBIC COLJ FQP @LJMBQFQLOP� ->KV

@ILQEFKD IFKBP� PR@E >P 4LJJ V ( FICFDBO� LMQ CLO QEFP >MMOL>@E� /QEBO

CFOJP TFII QOV QL AFCCBOBKQF>QB QEBJPBISBP LK QEB ?>PFP LC QEB PBOSF@BP

QE>Q QEBV MOLSFAB� $LJFKLBP ?BD>K QL AFPQFKDRFPE FQPBIC COLJ LQEBO

MFWW> CFOJP ?V BJME>PFWFKD QEB PMBBA LC FQP ABIFSBOV� $FCCBOBKQF>QFLK

>IPL @>K ?B >@EFBSBA ?V LCCBOFKD > RKFNRB ABPFDK LO CB>QROBP FK QEB

MOLAR@Q LO QEB PBOSF@B� !MMIB MOLAR@QP >OB HKLTK CLO QEBFO RPBO


COFBKAIV ABPFDK CB>QROBP� ! CFOJ J>V TFPE QL AFCCBOBKQF>QB FQPBIC LK

QEB ?>PFP LC QEB NR>IFQV LC FQP MOLAR@Q LO PBOSF@B� +LDF ?>O?B@RB

QOR@HP LMBO>QFKD FK ,LP !KDBIBP OBMOBPBKQ PR@E >K >MMOL>@E� 4EBV

LCCBO EFDE
NR>IFQV CLLA COLJ JL?FIB CLLA QOR@HP�c�� 4EBV CROQEBO

��� +LDF�4OR@H�3@EBARIB�c�+LDF�""1 ��>@@BPPBA�/ @QL?BO����

������H LDF??N�@LJ�

#E>MQBO���
�4EB�"RPFKBPP�0I>K X���



C>@FIFQ>QB QEBFO AFCCBOBKQF>QFLK ?V E>SFKD QEBFO QOR@H OLRQBP >S>FI>?IB

LK�QEBFO�TB?PFQB�>KA�LK�QEBFO�4TFQQBO�>@@LRKQ�

!ALMQFKD > AFCCBOBKQF>QFLK PQO>QBDV OBNRFOBP PFDKFCF@>KQIV AFCCBOBKQ

@>M>?FIFQFBP QE>K QELPB QE>Q TBOB LRQIFKBA CLO @LPQ IB>ABOPEFM� &FOJP

QE>Q BJMILV > AFCCBOBKQF>QFLK PQO>QBDV JRPQ E>SB > @LJMIBQB

RKABOPQ>KAFKD LC TE>Q @LKPQFQRQBP @RPQLJBO S>IRB� &ROQEBO� QEBV

JRPQ ?B >?IB QL O>MFAIV OBPMLKA QL @E>KDFKD @RPQLJBO KBBAP� /CQBK�

> AFCCBOBKQF>QFLK PQO>QBDV FKSLISBP LCCBOFKD QEBPB MOLAR@QP >KA

PBOSF@BP >Q > MOBJFRJ MOF@B� ! AFCCBOBKQF>QFLK PQO>QBDV J> V >@@BMQ

ILT BO P>IBP SLIRJBP ?B@>RPB > CFOJ FP @E>ODFKD EFDEBO MOF@BP >KA

L?Q>FKFKD EFDEBO MOLCFQ J>ODFKP� ! A>KDBO FK QEFP >MMOL>@E FP QE>Q

@RPQLJBOP J>V KL ILKDBO MI>@B > MOBJFRJ S>IRB LK QEB RKFNRB

CB>QROBP LO NR>IFQV LC QEB MOLAR@Q LO QEB PBOSF@B� 4EFP IB>SBP QEB CFOJ

QE>Q LCCBOP > AFCCBOBKQF>QFLK PQO>QBDV LMBK QL @LJMBQFQFLK COLJ QELPB

QE>Q�>ALMQ�>�@LPQ�IB>ABOPEFM�PQO>QBDV�

FocusÑLow Cost or Differentiation

0LOQBO FABKQFCFBP QEB QEFOA PQO>QBDV_CL@RP� (B P>FA QE>Q CL@RP

PQO>QBDFBP @>K ?B PBDJBKQBA FKQL >8DHI ;D8JH>KA >9>;;:G:C I>6I>DC

;D8JH�

)K > CL@RP PQO>QBDV� > CFOJ @LK@BKQO>QBP LK LKB LO JLOB PBDJBKQP

LC QEB LSBO>II J>OHBQ� &L@RP @>K >IPL ?B ABP@OF?BA >P > KF@EB

PQO>QBDV� &L@RP PQO>QBDV BKQ>FIP AB@FAFKD QL PLJB BUQBKQ QE>Q TB AL

KLQ T>KQ QL E>SB BSBOVLKB >P > @RPQLJBO� 4EBOB >OB PBSBO>I T>VP

QE>Q�>�CFOJ�@>K�>ALMQ�>�CL@RP�MBOPMB@QFSB�

d *GD9J8I�A>C:�!�CFOJ�IFJFQP�FQP�MOLAR@Q�IFKB�QL�PMB@FCF@�FQBJP�LC

LKIV�LKB�LO�JLOB�MOLAR@Q�QVMBP��#>IFCLOKF>�#>OQ�"RFIABO

MOLAR@BP�LKIV�@>QBOFKD�QOR@HP�>KA�JL?FIB�HFQ@EBKP�

d �JHIDB:G � !�CFOJ�@LK@BKQO>QBP�LK�PBOSFKD�QEB�KBBAP�LC�>

M>OQF@RI>O�QVMB�LC�@RPQLJBO��7 BFDEQ�7>Q@EBOP�@LK@BKQO>QBP�LK

@RPQLJBOP�TEL�TFPE�QL�@LKQOLI�QEBFO�TBFDEQ�LO�ILPB�TBFDEQ�

��� X#E>MQBO���
�4EB�"RPFKBPP�0I>K



d !:D<G 6E=>8�6G:6� ->K V�PJ>II�CFOJP��LRQ�LC�KB@BPPFQV��TFII�IFJFQ

QEBJPBISBP�QL�>�M>OQF@RI>O�DBLDO>MEF@�OBDFLK��-F@OL?OBT BOP

DBKBO>IIV�PBOSB�>�IFJFQBA�DBLDO>MEF@�OBDFLK�

d * 6GI>8JA6G�9>HIG>7JI>DC�8=6CC:A�&FOJP�J>V�TFPE�QL�IFJFQ

QEBJPBISBP�TFQE�OBPMB@Q�QL�QEB�JB>KP�?V�TEF@E�QEBV�PBII�QEBFO

MOLAR@QP�>KA�PBOSF@BP��!J>WLK�?BD>K�>KA�OBJ>FKP�>�CFOJ�QE>Q

PBIIP�LKIV�QEOLRDE�QEB�)KQBOKBQ�

&FOJP >ALMQFKD CL@RP PQO>QBDFBP ILLH CLO AFPQFK@Q DOLRMP QE>Q J>V

E>SB ?BBK LSBOILLHBA ?V QEBFO @LJMBQFQLOP� 4EFP DOLRM KBBAP QL ?B

LC PRCCF@FBKQIV PRPQ>FK>?IB PFWB QL J>HB FQ >K B@LKLJF@>IIV ABCBKPF?IB

LMQFLK� /KB JFDEQ LMBK > PMB@F>IQV OBPQ>RO>KQ FK > M>OQF@RI>O

DBLDO>MEF@ IL@>QFLK_> PJ>II QLTK� ( LT BSBO� FC QEB ABJ>KA FP KLQ

PRCCF@FBKQIV I>ODB CLO QEFP M>OQF@RI>O QVMB LC CLLA� QEBK QEB OBPQ>RO>KQ

TFII MOL?>?IV C>FI� #LJM>KFBP QE>Q I>@H QEB OBPLRO@BP QL @LJMBQB LK

BFQEBO > K>QFLK>I IBSBI LO >K FKARPQOV
TFAB IBSBI J> V >ALMQ CL@RP

PQO>QBDFBP� &L@RP PQO>QBDFBP BK>?IB CFOJP QL J>OPE>I QEBFO IFJFQBA

OBPLRO@BP�QL�?BPQ�PBOSB�QEBFO�@RPQLJBOP�

!P MOBSFLRPIV PQ>QBA� CL@RP PQO>QBDFBP @>K ?B ?FCRO@>QBA FKQL QT L

AFOB@QFLKP_@LPQ CL@RP LO AFCCBOBKQF>QFLK CL@RP� )+%! PBIIP ILT 
MOF@BA

CROKFQROB QL QELPB @RPQLJBOP TEL >OB TFIIFKD QL >PPBJ?IB QEB

CROKFQROB� )Q @RQP FQP @LPQP ?V RPFKD > T>OBELRPB O>QEBO QE>K

PELTOLLJ CLOJ>Q >KA KLQ MOLSFAFKD ELJB ABIFSBOV� -F@E>BI $BII

?BD>K EFP ?RPFKBPP LRQ LC EFP @LIIBDB ALOJFQLOV� ( B QLLH LOABOP COLJ

CBIILT PQRABKQP >KA @RPQLJ
?RFIQ @LJMRQBOP QL QEBFO PMB@FCF@>QFLKP�

4EFP T>P > @LPQ CL@RP PQO>QBDV� " V ?RFIAFKD QL LOABO� FQ >IJLPQ QLQ>IIV

BIFJFK>QBA QEB KBBA CLO >KV FK@LJFKD� TLOH
FK
MOL@BPP� LO CFKFPEBA

DLLAP�FKSBKQLOFBP�

! CL@RP AFCCBOBKQF>QFLK PQO>QBDV @LK@BKQO>QBP LK MOLSFAFKD >

RKFNRB MOLAR@Q LO PBOSF@B QL > PBDJBKQ LC QEB J>OHBQ� 4EFP PQO>QBDV

J> V ?B ?BPQ OBMOBPBKQBA ?V J>KV PMB@F>IQV OBQ>FI LRQIBQP� 4EB "LAV

3ELM CL@RPBP LK @RPQLJBOP TEL T>KQ K>QRO>I FKDOBAFBKQP FK QEBFO

J>HBRM� ->U >KA -FK> FP > HLPEBO PMB@F>IQV F@B @OB>J PQLOB FK .BT

9LOH #FQV� )Q MOLSFABP > @LKPQ>KQIV OLQ>QFKD JBKR LC JLOB QE>K ���

BULQF@ CI>SLOP� PR@E >P #>GRK� ?BBO� ILU� @LOK� >KA MFWW>� 4EB PQLOB

#E>MQBO���
�4EB�"RPFKBPP�0I>K X�� �



E>P ?BBK TOFQQBK RM FK QEBNew York Times >KA People J>D>WFKB�

'FSBK FQP LAA CI>SLOP� ->U >KA -FK>aP T>P SLQBA QEB KRJ?BO LKB F@B

@OB>J�M>OILO�FK�!JBOF@>�FK������ ��

Evaluating Strategies

4EB PBIB@QFLK LC > DBKBOF@ PQO>QBDV ?V > CFOJ PELRIA KLQ ?B PBBK >P

PLJBQEFKD QL ?B ALKB LK > TEFJ� /K@B > PQO>QBDV FP PBIB@QBA� >II

>PMB@QP LC QEB ?RPFKBPP JRPQ ?B QFBA QL FJMIBJBKQFKD QE>Q PQO>QBDV�

!P 0 LOQBO PQ>QBA� b%CCB@QFSBIV FJMIBJBKQFKD >KV LC QEBPB DBKBOF@

PQO>QBDFBP RPR>IIV OBNRFOBP QLQ>I @LJJF QJBKQ >KA PRMMLOQFKD

LOD>KFW>QFLK>I >OO>KDBJBKQP�c�� 4EB PR@@BPPCRI FJMIBJBKQ>QFLK LC

>KV DBKBOF@ PQO>QBDV OBNRFOBP QE>Q > CFOJ MLPPBPP M>OQF@RI>O PHFIIP

>KA OBPLRO@BP� &ROQEBO� FQ JRPQ FJMLPB M>OQF@RI>O OBNRFOBJBKQP LK

FQP�LOD>KFW>QFLK��PBB�b3RJJ>O V�LC�'BKBOF@�3QO>QBDFBPc	�

%SBK PR@@BPPCRI DBKBOF@ PQO>QBDFBP JRPQ OB@LDKFWB QE>Q J>OHBQ

>KA B@LKLJF@ @LKAFQFLKP @E>KDB >ILKD TFQE QEB KBBAP LC

@LKPRJBOP� (BKOV &LOA RPBA > @LPQ IB>ABOPEFM PQO>QBDV >KA T>P

TFIAIV PR@@BPPCRI RKQFI 'BKBO>I - LQLOP ?BD>K QL MOLSFAB AFCCBOBKQ

QVMBP LC >RQLJL?FIBP QL AFCCBOBKQ @RPQLJBO PBDJBKQP� ,FHBTFPB�

QELPB TEL CLIILT > AFCCBOBKQF>QFLK PQO>QBDV JRPQ ?B @>RQFLRP QE>Q

@RPQLJBOP J>V CLODL bBUQO>Pc FK > ALTKQROK B@LKLJ V FK C>SLO LC

ILT BO @LPQP� 4EFP OBNRFOBP ?RPFKBPPBP QL ?B SFDFI>KQ� M>OQF@RI>OIV TFQE

OBPMB@Q�QL�@RPQLJBO�S>IRB�
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OBAR@B�@LPQ

d , >?LO�@LPQ
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d ,L T 
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@LPQ
BKSFOLKJBK QP
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d 0OLAR@Q�LO�PBOSF@B
?B@LJBP�>
@LJJLAF QV�TFQE�KL
?O>KA�ILV>IQV
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ILT BO�@LPQP��B�D��
#EFK>	
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@E>KDFKD�@RPQLJBO
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$FCCBOBKQF>QFLK

d 5KFNRB�LO�EFDEIV
FJMOLSBA
MOLAR@QP�LO
PBOSF@BP

d " O>KA�FJ>DB
d #OB>QFSB

>MMOL>@E�QL
J>OHBQFKD

d 2BMRQ>QFLK�CLO
NR>IFQV�>KA
MOLAR@Q�LO
PBOSF@B
FKKLS>QFLK

d !?FIFQV�QL�>QQO>@Q
@OB>QFSB
MBOPLKKBI

d %CCB@QFSB
@LLOAFK>QFLK
>JLKD�2�$ �
J>OHBQFKD��>KA
LMBO>QFLKP

d 1R>IFQ>QFSB
AFCCBOBK@B�?BQT BBK
VLR�>KA�ILT 
@LPQ
MOLAR@BO�J>V�KLQ
?B�BKLRDE�QL
PRPQ>FK�P>IBP

d $FCCBOBKQF>QFKD
C>@QLO�J>V�KL
ILKDBO�?B�>QQO>@QFSB
QL�@RPQLJBOP

d )JFQ>QFLK�K>OOLTP
MBO@BFSBA
AFCCBOBK@BP
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d 2BAR@B�LSBOEB>A
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PRMMIFBP

d , >?LO�@LPQ
OBAR@QFLK
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LRQPLRO@FKD��>KA
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d ,L T 
@LPQ
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d /MBO>QB�FK�ILT BO
@LPQ
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d 0OLAR@QFLK
?>PBA
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&L@RP_AFCCBOBKQF>QFLK

d 5KFNRB�LO�EFDEIV
FJMOLSBA
MOLAR@QP�LO
PBOSF@BP

d #OB>QFSB
>MMOL>@E�QL
J>OHBQFKD

d 2BMRQ>QFLK�CLO
NR>IFQV�>KA
MOLAR@Q�PBOSF@B
FKKLS>QFLK

d !?FIFQV�QL�>QQO>@Q
@OB>QFSB
MBOPLKKBI

d %CCB@QFSB
@LLOAFK>QFLK
>JLKD�2�$ �
J>OHBQFKD��>KA
LMBO>QFLKP

d #LPQ�>AS>KQ>DB�LC
CL@RPBA�CFOJP�FP�ILPQ
TFQE�OBPMB@Q�QL
?OL>ABO�@LJMBQFQLOP

d $FCCBOBKQF>QFLK
>AS>KQ>DB�TFQE�>
CL@RPBA�J>OHBQ�FP
ILPQ

d #LJMB QFQLOP�CFKA
BSBK�PJ>IIBO
J>OHBQP�QL�CL@RP�LK

Key Takeaways

d !K V�CFOJ��OBD>OAIBPP�LC�PFWB��KBBAP�QL�HKLT�EL T�FQ�TFII

@LJMBQB��QEFP�FP�QEB�CFOJaP�PQO>QBDV�

d 3QO>QBDV�FABKQFCFBP�ELT�>�CFOJ�TFII�MOLSFAB�S>IRB�QL�FQP

@RPQLJBOP�TFQEFK�FQP�LMBO>QFLK>I�@LKPQO>FKQP�

d 3QO>QBDV�@>K�?B�OBAR@BA�QL�CLRO�J>GLO�>MMOL>@EBP_@LPQ

IB>ABOPEFM��AFCCBOBKQF>QFLK��@LPQ�CL@RP��>KA�AFCCBOBKQF>QFLK

CL@RP�

d /K@B�>�DFSBK�PQO>QBDV�FP�PBIB@QBA��>II�LC�>�CFOJaP�LMBO>QFLKP

PELRIA�?B�DB>OBA�QL�FJMIBJBKQFKD�QE>Q�PQO>QBDV�

d . L�PQO>QBDV�TFII�?B�PR@@BPPCRI�CLOBSBO�>KA�QEBOBCLOB�KBBAP�QL

?B�@LKPQ>KQIV�BS>IR>QBA�
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The Necessity for a Business
Plan

An intelligent plan is the fir st step to success. The man who

plans knows wher e he is going, knows what pr ogress he is

making and has a pr etty good idea of when he will arrive.

Planning is the open r oad to your destination. I f you donÕt

know wher e youÕre going, how can you expect to get ther e? ^

">PFI�7>IPE

)K #E>MQBO �� TB AFP@RPPBA QEB FPPRB LC C>FIROB >KA PJ>II ?RPFKBPPBP�

!IQELRDE OBPB>O@E LK PJ>II ?RPFKBPP C>FIROB E>P FABKQFCFBA J>K V

C>@QLOP� LKB OB>PLK QE>Q >IT >VP >MMB>OP >Q QEB QLM LC >KV IFPQ FP

QEB C>FIROB QL MI>K� )KQBOBPQFKDIV� PLJB MBLMIB >ODRB QE>Q MI>KKFKD

FP KLQ BPPBKQF>I CLO > PQ>OQ
RM ?RPFKBPP� ?RQ QEBV >OB FK > AFPQFK@Q

JFKLOFQV��� 4EB LSBOTEBIJFKD @LKPBKPRP FP QE>Q > TBII
ABSBILMBA

MI>K FP BPPBKQF>I CLO QEB PROSFS>I LC >KV PJ>II �LO I>ODB	 ?RPFKBPP���

��� *>PLK�#LEBK��b$LKaQ�7OFQB�>�"RPFKBPP�0I>K�c�"RFIAFKD���

*>KR>OV��� ������ ��>@@BPPBA�/ @QL?BO����������

T T T �?RFIAFKD���@LJ �?ILDP����� ��� ��� �ALK Q
TOFQB
>


?RPFKBPP
MI>K�

��� 4��#��#>O?LKB��b&LRO�#LJJLK�->K>DBJBK Q�&>FIROBP�>KA

( LT�QL�! SLFA�4EBJ�c�->K>DBJBK Q�7LOIA��� ��KL���������	�
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0BOOV CLRKA QE>Q CFOJP TFQE JLOB QE>K CFSB MBLMIB ?BKBCFQ COLJ

E>SFKD�>�TBII
ABSBILMBA�?RPFKBPP�MI>K���

! OB@BKQ PQRAV CLRKA QE>Q QEBOB T>P > KB>O ALR?IFKD LC PR@@BPPCRI

DOLTQE CLO QELPB ?RPFKBPPBP QE>Q @LJMIBQBA ?RPFKBPP MI>KP

@LJM>OBA QL QELPB QE>Q AFA KLQ @OB>QB LKB� )Q JRPQ ?B MLFKQBA LRQ

QE>Q QEFP PQRAV JFDEQ ?B SFBT BA >P ?BFKD ?F>PBA ?B@>RPB QEB CLRKABO

LC QEB PLCQT >OB @LJM>KV TELPB J>FK MOLAR@Q FP > MOLDO>J QE>Q

?RFIAP ?RPFKBPP MI>KP @LKAR@QBA QEB PQRAV� ( LT BSBO� QEB OBPRIQP

T BOB BU>JFKBA ?V >@>ABJF@P COLJ QEB 5KFSBOPFQV LC /OBDLK TEL

S>IFA>QBA QEB LSBO>II OBPRIQP� 4EBV CLRKA QE>Q bBU@BMQ FK > PJ>II

KRJ?BO LC @>PBP� ?RPFKBPP MI>KKFKD >MMB>OBA QL ?B MLPFQFSBIV

@LOOBI>QBA TFQE ?RPFKBPP PR@@BPP >P JB>PROBA ?V LRO S>OF>?IBP�

7 EFIB LRO >K>IVPFP @>KKLQ P>V QEB @LJMIBQFKD LC > ?RPFKBPP MI>K TFII

IB>A QL PR@@BPP� FQ ALBP FKAF@>QB QE>Q QEB QVMB LC BKQOBMOBKBRO TEL

@LJMIBQBP > ?RPFKBPP MI>K FP >IPL JLOB IFHBIV QL MOLAR@B > PR@@BPPCRI

?RPFKBPP�c��
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">PF@>IIV� QEBOB >OB QT L J>FK OB>PLKP CLO ABSBILMFKD >

@LJMOBEBKPFSB ?RPFKBPP MI>K� ��	 > MI>K TFII ?B BUQO>LOAFK>OFIV RPBCRI

FK BKPROFKD QEB PR@@BPPCRI LMBO>QFLK LC VLRO ?RPFKBPP� >KA ��	 FC LKB

FP PBBHFKD QL PB@ROB BUQBOK>I CRKAP COLJ ?>KHP� SBKQROB @>MFQ>IFPQP�

LO LQEBO FKSBPQLOP� FQ FP BPPBKQF>I QE>Q VLR ?B >?IB QL ABJLKPQO>QB QL

QEBJ QE>Q QEBV TFII ?B OB@LSBOFKD QEBFO JLKBV >KA J>HFKD > MOLCFQ�

,B Q�RP�BU>JFKB�B>@E�OB>PLK�FK�ABQ>FI�

->K V PJ>II ?RPFKBPP LTKBOP LMBO>QB RKABO > JFPQ>HBK ?BIFBC QE>Q

QEB LKIV QFJB QE>Q QEBV KBBA QL @OB>QB > ?RPFKBPP MI>K FP >Q QEB ?FOQE

LC QEB @LJM>KV LO TEBK QEBV >OB >QQBJMQFKD QL O>FPB >AAFQFLK>I

@>MFQ>I COLJ B UQBOK>I PLRO@BP� 4EBV C>FI QL OB>IFWB QE>Q > ?RPFKBPP

MI>K�@>K�?B�>K�FJMLOQ>KQ�BIBJBKQ�FK�BKPROFKD�A>V
QL
A>V�PR@@BPP�

4EB FKFQF>I MI>KKFKD MOL@BPP >FAP QEB LMBO>QFLK>I PR@@BPP LC > PJ>II

?RPFKBPP ?V >IILTFKD QEB LTKBO > @E>K@B QL OBSFBT � FK ABQ>FI� QEB

SF>?FIFQV LC QEB ?RPFKBPP FAB>� )Q CLO@BP LKB QL OFDLOLRPIV @LKPFABO

PLJB�HBV�NRBPQFLKP�

d )P�QEB�?RPFKBPP�PQO>QBDV�CB>PF?IB�

d 7 E>Q�>OB�QEB�@E>K@BP�FQ�TFII�J>HB�JLKBV�

d $L�)�E>SB�QEB�LMBO>QFLK>I�OBNRFOBJBKQP�CLO�PQ>OQFKD�>KA

ORKKFKD�>�PR@@BPPCRI�?RPFKBPP�

d ( >SB�)�@LKPFABOBA�>�TBII
QELRDEQ
LRQ�J>OHBQFKD�MI>K�QE>Q

@IB>OIV�FABKQFCFBP�TEL�JV�@RPQLJBOP�TFII�?B�

d $L�)�@IB>OIV�RKABOPQ>KA�TE>Q�S>IRB�)�TFII�MOLSFAB�QL�QEBPB

@RPQLJBOP�

d 7 E>Q�TFII�?B�QEB�JB>KP�LC�AFPQOF?RQFLK�QL�MOLSFAB�QEB�MOLAR@Q

LO�QEB�PBOSF@B�QL�JV�@RPQLJBOP�

d ( >SB�)�@I>OFCFBA�QL�JVPBIC�QEB�CFK>K@F>I�FPPRBP�>PPL@F>QBA�TFQE

PQ>OQFKD�>KA�LMBO>QFKD�QEB�?RPFKBPP�

d $L�)�E>SB�QL�OBBU>JFKB�QEBPB�KLQFLKP�QL�BKPROB�PR@@BPP�

PJ>II ?FWQOBKAP�@LJ ����� ��� �?RPFKBPP
MI>K
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0LPPBPPFKD >K >@QR>I TOFQQBK MI>K BK>?IBP VLR QL E>SB MBLMIB

LRQPFAB QEB LOD>KFW>QFLK BS>IR>QB VLRO ?RPFKBPP MI>K� 5PFKD COFBKAP�

@LIIB>DRBP� M>OQKBOP� LO BSBK @LKPRIQ>KQP J>V MOLSFAB VLR TFQE >K

RK?F>PBA�BS>IR>QFLK�LC�QEB�>PPRJMQFLKP�

)Q FP KLQ BKLRDE QL @OB>QB >K FKFQF>I ?RPFKBPP MI>K� VLR PELRIA

>KQF@FM>QB J>HFKD QEB MI>KKFKD MOL@BPP >K >KKR>I >@QFSFQV� 4EB

0ORPPF>K JFIFQ>OV QEBLOFPQ SLK - LIQHB LK@B >ODRBA QE>Q KL JFIFQ>OV

MI>K PROSFSBP QEB CFOPQ BKD>DBJBKQ TFQE QEB BKBJV� ,FHBTFPB� KL

@LJM>KV BSLISBP FK QEB P>JB T>V >P LRQIFKBA FK FQP FKFQF>I ?RPFKBPP

MI>K�

Overcoming the Reluctance to Formally Plan

By failing to pr epare, you will pr epare them to fail � 
 "BKG>JFK

&O>KHIFK

5KCLOQRK>QBIV� FQ >MMB>OP QE>Q J>KV PJ>II ?RPFKBPPBP AL KLQ J>HB

>KV BCCLOQ QL ?RFIA BSBK >K FKFQF>I ?RPFKBPP MI>K� IBQ >ILKB J>FKQ>FK

> MI>KKFKD MOL@BPP >P >K LKDLFKD LMBO>QFLK� BSBK QELRDE QEBOB

FP @IB>O BSFABK@B QE>Q QEB C>FIROB QL MI>K J>V E>SB PBOFLRP

@LKPBNRBK@BP CLO QEB CRQROB PR@@BPP LC PR@E CFOJP� 4EFP

RKTFIIFKDKBPP QL MI>K J>V ?B RKABOPQ>KA>?IB FK KLKBJMILVBB

?RPFKBPPBP� ?RQ FQ FP FKBU@RP>?IB >P > ?RPFKBPP DOLTP FK PFWB� 7 EV�

QEBOBCLOB��AL�PLJB�?RPFKBPPBP�C>FI�QL�?BDFK�QEB�MI>KKFKD�MOL@BPP�

d 1 :�9D�CDI�C::9�ID�E A6C�/KB�L C�QEB�MOFJB�OB>PLKP�FKAFSFAR>IP

C>FI�QL�MOLAR@B�>�?RPFKBPP�MI>K�FP�QE>Q�QEBV�?BIFBSB�QE>Q�QEBV�AL

KLQ�E>SB�QL�MI>K��4EFP�J>V�?B�>QQOF?RQ>?IB�QL�QEB�PFWB�LC�QEB

CFOJ��KLKBJMILVBB�CFOJP�QE>Q�E>SB�KL�FKQBKQFLK�LC�PBBHFKD

LRQPFAB�CFK>K@FKD�JFDEQ�PFK@BOBIV�?BIFBSB�QE>Q�QEBV�E>SB�KL

KBBA�CLO�>�CLOJ>I�?RPFKBPP�MI>K��/QEBOP�J>V�?BIFBSB�QE>Q�QEBV

PL�TBII�RKABOPQ>KA�QEB�?RPFKBPP�>KA�LO�FKARPQOV�QE>Q�QEBV�@>K

PROSFSB�>KA�MOLPMBO�TFQELRQ�QEBburdensomeMOL@BPP�LC�>

?RPFKBPP�MI>K��4EB�>RQELO�LCBusiness Plan for Dummies ��0>RI
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4FCC>KV��LK@B�>ODRBA�QE>Q�FC�LKB�CBBIP�IR@HV�BKLRDE�QL�LMBO>QB�>

?RPFKBPP�PR@@BPPCRIIV�TFQELRQ�OBPLOQFKD�QL�>�?RPFKBPP�MI>K�

QEBK�EB�LO�PEB�PELRIA�CLODBQ�>?LRQ�PQ>OQFKD�>�?RPFKBPP�>KA

EB>A�PQO>FDEQ�QL�,>P�6BD>P�

d #�6B�IDD�7JHN�ID�EA6C�!K VLKB�TEL�E>P�BSBO�ORK�>�?RPFKBPP�LK

EFP�LO�EBO�LTK�@>K�RKABOPQ>KA�QEFP�>ODRJBKQ��4EB�A>V
QL
A>V

ABJ>KAP�LC�LMBO>QFKD�>�?RPFKBPP�J>V�J>HB�FQ�PBBJ�QE>Q�QEBOB

FP�FKPRCCF@FBKQ�QFJB�QL�BKD>DB�FK�>KV�>K@FII>OV�>@QFSFQV�LO

MOBM>OB�>�?RPFKBPP�MI>K��)KAFSFAR>IP�TEL�>@@BMQ�QEFP�>ODRJBKQ

LCQBK�C>FI�QL�OB@LDKFWB�QE>Q�QEB�PBBJFKDIV�BKAIBPP�?RWW�LC

>@QFSFQFBP��PR@E�>P�@LKPQ>KQIV�MRQQFKD�LRQ�CFOBP��J>V�?B�QEB

AFOB@Q�OBPRIQ�LC�KLQ�E>SFKD�QELRDEQ�>?LRQ�QEB�CRQROB�>KA

MI>KKBA�CLO�FQ�FK�QEB�CFOPQ�MI>@B�

d * A6CH�9D�CDI�EGD9J8:�G:HJAIH� 3J>II
?RPFKBPP�LTKBOP

�BKQOBMOBKBROP	�>OB�>@QFLK
�>KA�OBPRIQP
LOFBKQBA�FKAFSFAR>IP�

4EBV�T>KQ�QL�PBB�>�Q>KDF?IB�LRQ@LJB�CLO�QEBFO�BCCLOQP��>KA

MOBCBO>?IV�QEBV�TLRIA�IFHB�QL�PBB�QEB�OBPRIQP�>P�PLLK�>P

MLPPF?IB��4EB�FAB>�LC�PFQQFKD�ALTK�>KA�MOLAR@FKD�>�I>ODB

AL@RJBKQ�?>PBA�LK�>PPRJMQFLKP�QE>Q�J>V�KLQ�MI>V�LRQ�BU>@QIV

>P�MOBAF@QBA�FP�SFBT BA�>P�>�CRQFIB�BUBO@FPB��(LT BSBO��QELPB�TFQE

?OL>ABO�BUMBOFBK@B�RKABOPQ>KA�QE>Q�QEBOB�TFII�?B�KL�BUQBOK>I

CRKAFKD�CLO�DOLTQE�LO�QEB�FKFQF>I�@OB>QFLK�LC�QEB�?RPFKBPP

TFQELRQ�QEB�BUFPQBK@B�LC�>�TBII
QELRDEQ
LRQ�MI>K��!IQELRDE

MI>KP�J>V�KLQ�VFBIA�QEB�PMB@FCFBA�OBPRIQP�@LKQ>FKBA�TFQEFK

QEBJ��QEB�MOL@BPP�LC�QEFKHFKD�>?LRQ�QEB�MI>K�>KA�?RFIAFKD�FQ

LCQBK�VFBIA�OBPRIQP�QE>Q�QEB�LTKBO�JFDEQ�KLQ�FKFQF>IIV

>MMOB@F>QB�

d 1 :�6G:�CDI�;6B>A>6G�L>I=�I=:�EG D8:HH�D;�; DGB6A�EA6CC>C<�4EFP

>ODRJBKQ�JFDEQ�FKFQF>IIV�>MMB>O�QL�E>SB�JLOB�S>IFAFQV�QE>K�QEB

LQEBOP��$BSBILMFKD�>�@LJMOBEBKPFSB�?RPFKBPP�MI>K�FP�>

A>RKQFKD�Q>PH��)Q�JFDEQ�PBBJ�AFCCF@RIQ�FC�KLQ�FJMLPPF?IB�CLO

PLJBLKB�TFQE�KL�BUMBOFBK@B�TFQE�QEB�@LK@BMQ��3BSBO>I�PQRAFBP

E>SB�FKAF@>QBA�QE>Q�PJ>II�?RPFKBPP�LTKBOP�>OB�JLOB�IFHBIV�QL

BKD>DB�FK�QEB�MI>KKFKD�MOL@BPP�FC�QEBV�E>SB�E>A�MOFLO

BUMBOFBK@B�TFQE�MI>KKFKD�JLABIP�FK�QEBFO�MOFLO�TLOH

��� X#E>MQBO���
�4EB�"RPFKBPP�0I>K



BUMBOFBK@B��� &LOQRK>QBIV��QEFP�PFQR>QFLK�E>P�@E>KDBA�O>QEBO

PFDKFCF@>KQIV�FK�QEB�I>PQ�AB@>AB��!P�TB�TFII�FIIRPQO>QB��QEBOB�>OB

KRJBOLRP�QLLIP�QE>Q�MOLSFAB�PFDKFCF@>KQ�PRMMLOQ�CLO�QEB

ABSBILMJBKQ�LC�?RPFKBPP�MI>KP��7B�TFII�PBB�QE>Q�PLCQT >OB

M>@H>DBP�DOB>QIV�C>@FIFQ>QB�QEB�?RFIAFKD�LC�>KV�?RPFKBPP�MI>K�

FK@IRAFKD�J>OHBQFKD�MI>KP�>KA�CFK>K@F>I�MI>KP�CLO�PJ>II

?RPFKBPPBP��7B�>IPL�PELT�QE>Q�QEB�)KQBOKBQ�@>K�MOLSFAB�>K

RK?BIFBS>?IV�OF@E�PLRO@B�LC�A>Q>�>KA�FKCLOJ>QFLK�QL�>PPFPQ�FK

QEB�?RFIAFKD�LC�QEBPB�MI>KP�

!IQELRDE LKB @LRIA RKABOPQ>KA QEB OBQF@BK@B LC PLJBLKB KBT QL

PJ>II ?RPFKBPP �LO FK PLJB @>PBP BSBK PB>PLKBA BKQOBMOBKBROP	�

QEBFO >ODRJBKQP C>II PELOQ TFQE OBPMB@Q QL QEB ?BKBCFQP QE>Q TFII ?B

ABOFSBA COLJ @LKAR@QFKD > PQOR@QROBA >KA @LJMOBEBKPFSB ?RPFKBPP

MI>KKFKD�MOL@BPP�

Plans for Raising Capital

%SBOV ?RPFKBPP MI>K PELRIA ?B TOFQQBK TFQE > M>OQF@RI>O >RAFBK@B

FK JFKA� 4EB >KKR>I ?RPFKBPP MI>K PELRIA ?B TOFQQBK TFQE >

J>K>DBJBKQ QB>J >KA CLO QEB BJMILVBBP TEL E>SB QL FJMIBJBKQ

QEB MI>K� (LT BSBO� LKB LC QEB MOFJB OB>PLKP CLO TOFQFKD > ?RPFKBPP

MI>K FP QL PB@ROB FKSBPQJBKQ CRKAP CLO QEB CFOJ� /C @LROPB� CRKAFKD

QEB ?RPFKBPP @LRIA ?B ALKB ?V >K FKAFSFAR>I RPFKD EFP LO EBO LTK

MBOPLK>I TB>IQE� MBOPLK>I IL>KP� LO BUQBKAFKD @OBAFQ @>OAP�

)KAFSFAR>IP >IPL @>K PBBH FKSBPQJBKQP COLJ C>JFIV >KA COFBKAP� 4EB

CL@RP EBOB TFII ?B LK QEOBB LQEBO MLPPF?IB PLRO@BP LC @>MFQ>I_?>KHP�

SBKQROB @>MFQ>IFPQP� >KA >KDBI FKSBPQLOP� )Q FP FJMLOQ>KQ QL

��� (��( LADBP�>KA�4��+BKQ��b)JM>@Q�LC�0I>KKFKD�>KA�#LKQOLI

3LMEFPQF@>QFLK�FK�3J>II�" RPFKBPP�c�*LROK>I�LC�3J>II

" RPFKBPP�3QO>QBDV��� ��KL���������^ �	�����

#E>MQBO���
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RKABOPQ>KA TE>Q QEBV ILLH CLO FK > ?RPFKBPP MI>K� 2BJBJ?BO QE>Q

QEBPB QEOBB DOLRMP >OB FKSBPQLOP� PL QEBV TFII ?B >KQF@FM>QFKD� >Q QEB

SBOV IB>PQ� QEB >?FIFQV QL OB@LSBO QEBFO FKFQF>I FKSBPQJBKQ FC KLQ B>OK >

PFDKFCF@>KQ�OBQROK�

Bankers

">KHBOP� IFHB >II ?RPFKBPPMBLMIB� >OB FKQBOBPQBA FK B>OKFKD > MOLCFQ�

QEBV T>KQ QL PBB > OBQROK LK QEBFO FKSBPQJBKQ� (LT BSBO� RKIFHB LQEBO

FKSBPQLOP� ?>KHBOP >OB RKABO > IBD>I L?IFD>QFLK QL BKPROB QE>Q QEB

?LOOLT BO MIBADB PLJB CLOJ LC @LII>QBO>I QL PB@ROB QEB IL>K��� 4EFP

LCQBK JB>KP QE>Q ?>KHP >OB RKTFIIFKD QL CRKA > PQ>OQ
RM ?RPFKBPP

RKIBPP QEB LTKBO FP TFIIFKD QL MIBADB PLJB CLOJ LC @LII>QBO>I� PR@E

>P > PB@LKA JLOQD>DB LK EFP LO EBO ELJB� ->KV CFOPQ
QFJB ?RPFKBPP

LTKBOP >OB KLQ FK > MLPFQFLK QL AL QE>Q� PB@ROFKD JLKBV COLJ > ?>KH

L@@ROP JLPQ COBNRBKQIV CLO >K BUFPQFKD ?RPFKBPP QE>Q FP ILLHFKD QL

BUM>KA LO CLO @LSBOFKD > PELOQ
QBOJ @>PE
CILT KBBA� ">KHP J>V

IBKA QL PJ>II ?RPFKBPP LTKBOP TEL >OB LMBKFKD > PB@LKA ?RPFKBPP

MOLSFABA�QE>Q�QEBV�@>K�MOLSB�>�OB@LOA�LC�PR@@BPP�>KA�MOLCFQ>?FIFQV�

">KHP TFII OBNRFOB > ?RPFKBPP MI>K� )Q PELRIA ?B RKABOPQLLA QE>Q

?>KH IL>K LCCF@BOP TFII FKFQF>IIV CL@RP LK QEB CFK>K@F>I @LJMLKBKQP LC

QE>Q @IFBKQ� K>JBIV� QEB FK@LJB PQ>QBJBKQ� ?>I>K@B PEBBQ� >KA QEB

@>PE
CILT PQ>QBJBKQ� 4EB ?>KH TFII BU>JFKB VLRO MOLGB@QFLKP TFQE

OBPMB@Q QL HKLTK FKARPQOV PQ>KA>OAP� 4EBOBCLOB� QEB ?RPFKBPP MI>K

��� 4FJ�"BOOV��b7 E>Q�">KHBOP�,LLH�CLO�FK�>�"RPFKBPP

0I>Ke>KA�7 E>Q�9LR�3ELRIA�%UMB@Q�7EBK�4>HFKD�9LRO

" RPFKBPP�0I>K�QL�>�">KH�c�!II " RPFKBPP�@LJ��. LSBJ?BO���

������>@ @BPPBA�/ @QL?BO�����������T T T �>II?RPFKBPP�@LJ �

?RPFKBPP
MI>KKFKD
PQOR@QROBP�?RPFKBPP
MI>KP�

���� ���
 ��EQJI�

��� X#E>MQBO���
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PELRIA KLQ MOLGB@Q > �� MBO@BKQ MOLCFQ J>ODFK TEBK QEB FKARPQOV

PQ>KA>OA FP �� MBO@BKQ� RKIBPP QEB >RQELO LC QEB MI>K @>K @IB>OIV

AL@RJBKQ�TEV�EB�LO�PEB�TFII�?B�B>OKFKD�PR@E�>�EFDE�OBQROK�

3LJB ?RPFKBPPBP J>V O>FPB CRKAP TFQE QEB >PPFPQ>K@B LC > 3J>II

" RPFKBPP !AJFKFPQO>QFLK �3"!	 IL>K� 4EBPB IL>KP >OB >IT >VP >OO>KDBA

QEOLRDE > @LJJBO @F>I ?>KH� 7FQE QEBPB IL>KP� QEB 3"! TFII MIBADB

RM QL �� MBO@BKQ LC QEB QLQ>I S>IRB LC QEB IL>K� 4EFP JB>KP QE>Q QEB

LTKBO PQFII JRPQ MOLSFAB� >Q QEB SBOV IB>PQ� �� MBO@BKQ LC QEB QLQ>I

@LII>QBO>I� 4EB >?FIFQV QL PB@ROB LKB LC QEBPB IL>KP FP @IB>OIV QFBA QL

QEB�>ABNR>@V�LC�QEB�?RPFKBPP�MI>K�

Venture Capitalists

!KLQEBO MLPPF?IB PLRO@B LC CRKAFKD FPK:C IJG: 86E>I6A>HIH� 4EB CFOPQ

QEFKD QE>Q LKB PELRIA OB>IFWB >?LRQ SBKQROB @>MFQ>IFPQP FP QE>Q QEBV

>OB KLQ FK FQ GRPQ QL J>HB > MOLCFQ� QEBV T>KQ QL J>HB OBQROKP QE>Q

>OB PR?PQ>KQF>IIV >?LSB QELPB QL ?B CLRKA FK QEB J>OHBQ� &LO PLJB�

QEFP QO>KPI>QBP FKQL QEB >?FIFQV QL PB@ROB CFSB QL QBK QFJBP QEBFO FKFQF>I

FKSBPQJBKQ >KA OB@>MQROB QEBFO FKSBPQJBKQ FK > OBI>QFSBIV PELOQ

MBOFLA LC QFJB_LCQBK IBPP QE>K CFSB VB>OP� )Q E>P ?BBK OBMLOQBA QE>Q

PLJB SBKQROB @>MFQ>IFPQP >OB ILLHFKD CLO OBQROKP FK QEB LOABO LC

QT BKQV
CFSB�QFJBP�QEBFO�LOFDFK>I�FKSBPQJBKQ���

4EB CFK>K@F>I PQ>QBJBKQ� M>OQF@RI>OIV QEB MOLCFQ J>ODFK� FP

L?SFLRPIV FJMLOQ>KQ QL SBKQROB @>MFQ>IFPQP� ?RQ QEBV TFII >IPL ?B

ILLHFKD >Q LQEBO C>@QLOP� 4EB NR>IFQV LC QEB J>K>DBJBKQ QB>J

FABKQFCFBA FK QEB ?RPFKBPP MI>K TFII ?B BU>JFKBA� 4EBV TFII ?B ILLHFKD

��� ->O @�->VP��b3J>II�" RPFKBPP�6BKQROB�#>MFQ>I�3QO>QBDFBP�c

B: FKB�!OQF@IBP��������>@@BPPBA�/ @QL?BO����������

BWFKB>OQF@IBP�@LJ ��3 J>II
" RPFKBPP
6BKQROB
#>MFQ>I


3QO>QBDFBP��FA���������

#E>MQBO���
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>Q QEB QB>J aP BUMBOFBK@B >KA QO>@H OB@LOA� /QEBO C>@QLOP KBBABA

?V SBKQROB @>MFQ>IFPQP J>V FK@IRAB QEB MOLGB@QBA DOLTQE O>QB LC

QEB J>OHBQ� QEB BUQBKQ QL TEF@E QEB MOLAR@Q LO QEB PBOSF@B ?BFKD

LCCBOBA FP RKFNRB� QEB LSBO>II PFWB LC QEB J>OHBQ� >KA QEB MOL?>?FIFQV

LC�MOLAR@FKD�>�EFDEIV�PR@@BPPCRI�MOLAR@Q�LO�PBOSF@B�

" RPFKBPPBP QE>Q >OB PBBHFKD CFK>K@FKD COLJ ?>KHP HKLT QE>Q QEBV

JRPQ DL QL IL>K LCCF@BOP TEL TFII OBSFBT QEB MI>K� BSBK QELRDE

> @LJMRQBOFWBA IL>K >PPBPPJBKQ MOLDO>J J> V J>HB QEB CFK>I

AB@FPFLK� 7FQE SBKQROB @>MFQ>IFPQP� LK QEB LQEBO E>KA� VLR LCQBK KBBA

QL E>SB > MBOPLK>I FKQOLAR@QFLK QL E>SB VLRO MI>K @LKPFABOBA� 9LR

PELRIA >IPL >KQF@FM>QB QE>Q VLR TFII E>SB QL J>HB > MOBPBKQ>QFLK QL

SBKQROB @>MFQ>IFPQP� 4EFP JB>KP QE>Q VLR E>SB QL RKABOPQ>KA VLRO

MI>K�>KA�?B�>?IB�QL�MOBPBKQ�FQ�FK�>�AVK>JF@�C>PEFLK�

Angel Investors

4EB QEFOA QVMB LC FKSBPQLO FP OBCBOOBA QL >P6C<:A >CK:HIDGH� > QBOJ

QE>Q LOFDFK>IIV @>JB COLJ QELPB FKAFSFAR>IP TEL FKSBPQBA FK

" OL>AT >V PELTP >KA CFIJP� ->K V >KDBI FKSBPQLOP >OB QEBJPBISBP

PR@@BPPCRI BKQOBMOBKBROP� !P TFQE SBKQROB @>MFQ>IFPQP� QEBV >OB

ILLHFKD CLO OBQROKP EFDEBO QE>K QEBV @>K KLOJ>IIV CFKA FK QEB

J>OHBQ� ELT BSBO� QEBV LCQBK BUMB@Q OBQROKP ILT BO QE>K QELPB

>KQF@FM>QBA ?V SBKQROB @>MFQ>IFPQ� 4EBV J> V ?B >QQO>@QBA QL ?RPFKBPP

MI>KP ?B@>RPB LC >K FKKLS>QFSB @LK@BMQ LO QEB BU@FQBJBKQ LC

BKQBOFKD > KBT QVMB LC ?RPFKBPP� "BFKD PR@@BPPCRI PJ>II ?RPFKBPP

LTKBOP� J>KV >KDBI FKSBPQLOP TFII KLQ LKIV MOLSFAB @>MFQ>I QL CRKA

QEB ?RPFKBPP ?RQ >IPL ?OFKD QEBFO LTK BUMBOQFPB >KA BUMBOFBK@B

QL EBIM QEB ?RPFKBPP DOLT � )Q E>P ?BBK BPQFJ>QBA QE>Q QEBPB >KDBI

FKSBPQLOP MOLSFAB ?BQT BBK QEOBB >KA QBK QFJBP >P JR@E JLKBV >P

SBKQROB�@>MFQ>IFPQP�CLO�QEB�ABSBILMJBKQ�LC�PJ>II�?RPFKBPPBP���

��� b4EB�)JMLOQ>K@B�LC�!KDBI�)KSBPQFKD�FK�&FK>K@FKD�QEB

��� X#E>MQBO���
�4EB�"RPFKBPP�0I>K



!KDBI FKSBPQLOP TFII M>V @>OBCRI >QQBKQFLK QL >II >PMB@QP LC QEB

MOLMLPBA ?RPFKBPP MI>K� 4EBV BUMB@Q > @LJMOBEBKPFSB ?RPFKBPP

MI>K_LKB QE>Q @IB>OIV PMB@FCFBP QEB CRQROB AFOB@QFLK LC QEB CFOJ� 4EBV

>IPL TFII ILLH >Q QEB J>K>DBJBKQ QB>J KLQ LKIV CLO FQP QO>@H OB@LOA

>KA BUMBOFBK@B ?RQ >IPL QEBFO �QEB >KDBI FKSBPQLOaP	 >?FIFQV QL TLOH

TFQE QEFP QB>J� !KDBI FKSBPQLOP J>V Q>HB > JR@E JLOB >@QFSB OLIB

FK QEB J>K>DBJBKQ LC QEB ?RPFKBPP� >PHFKD CLO MLPFQFLKP LK QEB

?L>OA LC AFOB@QLOP� Q>HFKD >K BNRFQV MLPFQFLK FK QEB CFOJ� ABJ>KAFKD

NR>OQBOIV OBMLOQP� LO ABJ>KAFKD QE>Q QEB ?RPFKBPP KLQ Q>HB @BOQ>FK

>@QFLKP RKIBPP FQ E>P QEB >MMOLS>I LC QEBPB >KDBI FKSBPQLOP� 4EBPB

FKSBPQLOP TFII Q>HB > JR@E JLOB E>KAP
LK >MMOL>@E QL QEB

LMBO>QFLKP�LC�>�CFOJ�

Key Takeaways

d 0I>KKFKD�FP�>�@OFQF@>I�>KA�FJMLOQ>KQ�@LJMLKBKQ�LC�BKPROFKD�QEB

PR@@BPP�LC�>�PJ>II�?RPFKBPP�

d 3LJB�CLOJ�LC�CLOJ>I�MI>KKFKD�PELRIA�KLQ�LKIV�>@@LJM>KV�QEB

PQ>OQ
RM�LC�>�?RPFKBPP�?RQ�>IPL�?B�>�OBDRI>O��>KKR>I	�>@QFSFQV

QE>Q�DRFABP�QEB�CRQROB�AFOB@QFLK�LC�QEB�?RPFKBPP�

d ->K V�PJ>II�?RPFKBPP�LTKBOP�>OB�OBIR@Q>KQ�QL�CLOJ>IIV�MI>K�

4EBV�@>K�MOLAR@B�J>K V�BU@RPBP�CLO�KLQ�MI>KKFKD�

d " RPFKBPPBP�J>V�E>SB�QL�O>FPB�@>MFQ>I�COLJ�B UQBOK>I

PLRO@BP_?>KHBOP��SBKQROB�@>MFQ>IFPQP��LO�>KDBI�FKSBPQLOP��%>@E

QVMB�LC�FKSBPQLO�TFII�BUMB@Q�>�?RPFKBPP�MI>K��%>@E�QVMB�LC

FKSBPQLO�TFII�?B�JLOB�LO�IBPP�FKQBOBPQBA�FK�AFCCBOBKQ�M>OQP�LC�QEB

MI>K��"RPFKBPP�LTKBOP�PELRIA�?B�>T >OB�LC�TE>Q�M>OQP�LC�QEB

MI>K�B>@E�QVMB�LC�FKSBPQLO�TFII�CL@RP�LK�

'O LTQE�LC�%KQOBMOBKBROF>I�6BKQROBP�c�3J>II�" RPFKBPP

. LQBP��3BMQBJ?BO�������>@@BPPBA�/ @QL?BO����������

T T T �PJ>II ?RPFKBPPKLQBP�@LJ �>?LRQP?�OP����E QJI�

#E>MQBO���
�4EB�"RPFKBPP�0I>K X���



Building a Plan

"BCLOB Q>IHFKD >?LRQ TOFQFKD > CLOJ>I ?RPFKBPP MI>K� PLJBLKB

FKQBOBPQBA FK PQ>OQFKD > ?RPFKBPP JFDEQ T>KQ QL QEFKH >?LRQ ALFKD

PLJB MBOPLK>I MI>KKFKD ?BCLOB AO>CQFKD QEB ?RPFKBPP MI>K� 3LJB LC

QEB NRBPQFLKP QE>Q EB LO PEB JFDEQ T>KQ QL >KPTBO ?BCLOB AO>CQFKD >

CRII�?RPFKBPP�MI>K�>OB�>P�CLIILTP�

d 7 EV�>J�)�DLFKD�FKQL�QEFP�?RPFKBPP�

d 7 E>Q�PHFIIP�>KA�OBPLRO@BP�AL�)�MLPPBPP�QE>Q�TFII�EBIM�J>HB�QEB

?RPFKBPP�>�PR@@BPP�

d 7 E>Q�M>PPFLK�AL�)�?OFKD�QL�QEFP�?RPFKBPP�

d 7 E>Q�FP�JV�OFPH�QLIBO>K@B�

d %U>@QIV�ELT�E>OA�AL�)�FKQBKA�QL�TLOH��( LT�J>K V�ELROP�MBO

T BBH�

d 7 E>Q�FJM>@Q�TFII�QEB�?RPFKBPP�E>SB�LK�J V�C>JFIV�IFCB�
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&LOB@>PQFKD HBV FQBJP PR@E >P P>IBP FP @OR@F>I FK ABSBILMFKD > DLLA

?RPFKBPP MI>K� (LT BSBO� CLOB@>PQFKD FP > SBOV @E>IIBKDFKD >@QFSFQV�

4EB CROQEBO LRQ QEB CLOB@>PQ� QEB IBPP IFHBIV FQ TFII ?B >@@RO>QB�

%SBOVLKB OB@LDKFWBP QEFP C>@Q� 4EBOBCLOB� FQ FP RPBCRI QL AO>T LK

> S>OFBQV LC CLOB@>PQFKD QB@EKFNRBP QL ABSBILM VLRO CFK>I CLOB@>PQ

CLO QEB ?RPFKBPP MI>K� 4L AL QE>Q� VLR PELRIA E>SB > C>FOIV PLIFA

RKABOPQ>KAFKD LC QEB PQOBKDQEP >KA TB>HKBPPBP LC QEB S>OFLRP

>MMOL>@EBP� 4EBOB >OB J>KV ?LLHP� TB?PFQBP� >KA >OQF@IBP QE>Q @LRIA

>PPFPQ VLR FK RKABOPQ>KAFKD QEBPB QB@EKFNRBP >KA TEBK QEBV PELRIA

LO PELRIA KLQ ?B RPBA� )K >AAFQFLK� LKB PELRIA ?B LMBK QL D>QEBOFKD

>AAFQFLK>I FKCLOJ>QFLK QL >PPFPQ FK ?RFIAFKD > CLOB@>PQ� 3LJB MLPPF?IB

PLRO@BP LC PR@E FKCLOJ>QFLK TLRIA ?B >PPL@F>QFLKP� QO>AB

MR?IF@>QFLKP� >KA ?RPFKBPP DOLRMP� 2BD>OAIBPP LC TE>Q QB@EKFNRB FP
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RPBA LO QEB A>Q> PLRO@B BJMILVBA FK ?RFIAFKD > CLOB@>PQ CLO ?RPFKBPP

MI>K� LKB PELRIA ?B MOBM>OBA QL GRPQFCV TEV VLR >OB BJMILVFKD QEBPB

CLOB@>PQFKD�JLABIP�

Web Resources for Forecasting

d .=G::�B:I=D9H�D ;�H6A:H�;DG:86HI>C<�P?FKCL@>K>A>�>?LRQ�@LJ �

LA�@>PECILTJDQ�> �P>IBPCLOB@>PQ�EQJ	��4EFP�PFQB�MOLSFABP

QEOBB�PFJMIFCFBA�>MMOL>@EBP�QL�P>IBP�CLOB@>PQFKD�

d . >B:
8G>I>86A�9:8>H>DC�B6@>C<�;DG�7JH>C:HH�69B>C>HIG6I>DC

�ELJB� R?>IQ�BAR�K QP?>OPE�PQ>Q
A>Q>�CLOB@>PQ�EQJ	��4EFP�PFQB

E>P�>K�B
?LLH�CLOJ>Q�TFQE�PBSBO>I�@E>MQBOP�ABSLQBA�QL

>K>IVQF@>I�CLOB@>PQFKD�QB@EKFNRBP�

Building a Plan

" RFIAFKD VLRO CFOPQ ?RPFKBPP MI>K J>V PBBJ BUQOBJBIV CLOJFA>?IB�

4EFP J>V BUMI>FK TEV QEBOB >OB PL J>KV PLCQT >OB M>@H>DBP >S>FI>?IB

QL >PPFPQ FK QEFP Q>PH� !CQBO ?RFIAFKD VLRO CFOPQ ?RPFKBPP MI>K� QE>Q

PQBBM IB>OKFKD @ROSB PELRIA J>HB PR?PBNRBKQ MI>KP CLO QEB ?RPFKBPP

LO�LQEBO�?RPFKBPPBP�PFDKFCF@>KQIV�B>PFBO�

)K MOBM>OFKD QL ?RFIA > ?RPFKBPP MI>K� QEBOB >OB PLJB MOL?IBJ

>OB>P LO JFPQ>HBP QE>Q VLR PELRIA ?B LK DR>OA QL >SLFA� 3LJB J> V

?B QB@EKF@>I FK K>QROB� TEFIB LQEBOP OBI>QB QL @LKQBKQ FPPRBP� &LO

QEB QB@EKF@>I PFAB� CFOPQ >KA CLOBJLPQ� LKB PELRIA J>HB PROB QE>Q

QEBOB >OB KL JFPPMBIIFKDP LO MRK@QR>QFLK BOOLOP� 4EB ?RPFKBPP MI>K

PELRIA CLIILT > ILDF@>I PQOR@QROB� . L FAB>I ?RPFKBPP MI>K @IB>OIV

PMB@FCFBP QEB BU>@Q PB@QFLKP QE>Q KBBA QL ?B FK@IRABA KLO FP QEBOB

>K FAB>I IBKDQE� ,FQBO>QROB @LK@BOKFKD ?RPFKBPP MI>KP FKAF@>QBP QE>Q

QEB >MMOLMOF>QB IBKDQE LC QEB ?LAV LC > ?RPFKBPP MI>K IFKB PELRIA ?B
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?BQT BBK QT BKQV >KA CLOQV M>DBP� 4EFP ALBP KLQ FK@IRAB >MMBKAFUBP

QE>Q�JFDEQ�MOLSFAB�@OFQF@>I�A>Q>�CLO�QEB�OB>ABO�

)K ABSBILMFKD > IBKDQEV OBMLOQ� PLJBQFJBP FQ FP B>PV QL C>II FKQL

@IF@E]P LO LSBORPBA BUMOBPPFLKP� 4EBPB PELRIA ?B >SLFABA� #LKPFABO

QEB SFPR>IP FK QEB OBMLOQ� $>Q> PELRIA ?B MI>@BA FK BFQEBO @IB>OIV

J>MMBA
LRQ Q>?IBP LO TBII
ABPFDKBA DO>MEP� 4EB OBMLOQ PELRIA ?B

>P MOLCBPPFLK>I
ILLHFKD >P MLPPF?IB� !KQF@FM>QB QEB >RAFBK@B QE>Q TFII

?B OB>AFKD QEB OBMLOQ >KA TOFQB FK > T>V QE>Q B>PFIV OB>@EBP QEBJ�

>SLFA�RPFKD�QLL�JR@E�G>ODLK�LO�QB@EKF@>I�QBOJP�

4EB @LKQBKQ FK >KV ?RPFKBPP MI>K @BKQBOP LK QT L >OB>P� OB>IFPJ

>KA�>@@RO>@V�

Components of the Plan

4EBOB FP KL FAB>IFWBA PQOR@QROB CLO > ?RPFKBPP MI>K LO > ABCFKFQFSB

KRJ?BO LC PB@QFLKP QE>Q FQ JRPQ @LKQ>FK� 4EB CLIILTFKD PR?PB@QFLKP

AFP@RPP QEB LRQIFKB LC > MI>K CLO > ?RPFKBPP PQ>OQ
RM >KA FABKQFCV

PLJB�LC�QEB�J>GLO�PB@QFLKP�QE>Q�PELRIA�?B�M>OQ�LC�QEB�MI>K�

Cover Page

4EB @LSBO M>DB MOLSFABP QEB OB>ABO TFQE FKCLOJ>QFLK >?LRQ BFQEBO

QEB >RQELO LC QEB MI>K LO QEB MBOPLK QL @LKQ>@Q @LK@BOKFKD QEB

?RPFKBPP MI>K� )Q PELRIA @LKQ>FK >II QEB MBOQFKBKQ FKCLOJ>QFLK QL

BK>?IB QEB OB>ABO QL @LKQ>@Q QEB >RQELO� PR@E >P QEB K>JB LC QEB

?RPFKBPP� QEB ?RPFKBPP ILDL� >KA QEB @LKQ>@Q MBOPLKaP >AAOBPP�

QBIBMELKB�KRJ?BO��>KA�B
J>FI�>AAOBPP�

4EB Q>?IB LC @LKQBKQP BK>?IBP QEB OB>ABO QL CFKA QEB J>GLO

PB@QFLKP >KA @LJMLKBKQP LC QEB MI>K� )Q PELRIA FABKQFCV QEB HBV

PB@QFLKP >KA PR?PB@QFLKP >KA LK TEF@E M>DBP QELPB PB@QFLKP ?BDFK�
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4EFP BK>?IBP QEB OB>ABO QL QROK QL PB@QFLKP QE>Q JFDEQ ?B LC

M>OQF@RI>O�FJMLOQ>K@B�

Executive Summary

4EB :M:8J I>K: HJBB6G N FP > PB@QFLK LC @OFQF@>I FJMLOQ>K@B >KA FP

MBOE>MP QEB PFKDIB JLPQ FJMLOQ>KQ PB@QFLK LC QEB BKQFOB ?RPFKBPP

MI>K� 1RFQB LCQBK� FQ FP QEB CFOPQ PB@QFLK QE>Q > OB>ABO TFII QROK QL�

>KA PLJBQFJBP FQ J>V ?B QEB LKIV PB@QFLK LC QEB ?RPFKBPP MI>K

QE>Q EB LO PEB TFII OB>A� #EOLKLILDF@>IIV� FQ PELRIA MOL?>?IV ?B QEB

I>PQ PB@QFLK TOFQQBK�� � 4EB BUB@RQFSB PRJJ>OV PELRIA MOLSFAB >K

>@@RO>QB LSBOSFBT L C QEB BKQFOB AL@RJBKQ� TEF@E @>KKLQ ?B ALKB

RKQFI�QEB�TELIB�AL@RJBKQ�FP�MOBM>OBA�

)C QEB BUB@RQFSB PRJJ>OV C>FIP QL >ABNR>QBIV ABP@OF?B QEB FAB>

?BEFKA QEB ?RPFKBPP LO FC FQ C>FIP QL AL PL FK > @>MQFS>QFKD T>V� PLJB

OB>ABOP J>V AFP@>OA QEB BKQFOB ?RPFKBPP MI>K� !P LKB >RQELO MRQ FQ�

QEB MROMLPB LC QEB BUB@RQFSB PRJJ>OV FP QL @LKSFK@B QEB OB>ABO QL

bOB>A LK�c�� 4EB BUB@RQFSB PRJJ>OV PELRIA @LKQ>FK QEB CLIILTFKD

MFB@BP�LC�FKCLOJ>QFLK�

d 7 E>Q�FP�QEB�@LJM>KVaP�?RPFKBPP�

d 7 EL�>OB�FQP�FKQBKABA�@RPQLJBOP�

d 7 E>Q�TFII�?B�FQP�IBD>I�PQOR@QROB�

d 7 E>Q�E>P�?BBK�FQP�EFPQLOV��TEBOB�LKB�BUFPQP	�

� �� *BCCOV�4FJJLKP��!KAOBT�:>@E>OV��>KA�3QBMEBK�3MFKBIIF�

" RPFKBPP�0I>KP�4E>Q�7LOH_!�'RFAB�CLO�3J>II�" RPFKBPP
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d 7 E>Q�QVMB�LC�CRKAFKD�TFII�?B�OBNRBPQBA�

d 7 E>Q�FP�QEB�>JLRKQ�LC�QE>Q�CRKAFKD�

d 7 E>Q�>OB�QEB�@>M>?FIFQFBP�LC�QEB�HBV�BUB@RQFSBP�

!II QEFP JRPQ ?B ALKB FK >K FKQBOBPQFKD >KA @>MQFS>QFKD T>V� 4EB

DOB>Q @E>IIBKDB FP QE>Q BUB@RQFSB PRJJ>OFBP PELRIA ?B OBI>QFSBIV

PELOQ_?BQT BBK LKB >KA QEOBB M>DBP� &LO J>KV ?RPFKBPPMBLMIB� QEFP

FP QEB DOB>Q @E>IIBKDB_?BFKD >?IB QL @LJMOBPP QEB OBNRFOBA

FKCLOJ>QFLK FK >K BKD>DFKD CLOJ>Q QE>Q E>P PFDKFCF@>KQ PFWB

IFJFQ>QFLKP�

Business Section

!D6AH�4EBPB >OB ?OL>A PQ>QBJBKQP >?LRQ TE>Q VLR TLRIA IFHB QL

>@EFBSB PLJB MLFKQ FK QEB KB>O CRQROB� 9LRO DL>IP JFDEQ CL@RP LK

VLRO ERJ>K OBPLRO@B MLIF@FBP �b7 B TFPE QL E>SB MOLAR@QFSB� E>MMV

BJMILVBBPc	� LK TE>Q VLR PBB >P QEB PLRO@B LC VLRO @LJMBQFQFSB

>AS>KQ>DB �b7 B TFII ?B ?BPQ FK PBOSF@Bc	� LO LK CFK>K@F>I LRQ@LJBP

�b7 B TFII MOLAR@B >?LSB >SBO>DB OBQROK QL LRO FKSBPQLOP�c	 'L>IP

>OB RPBCRI� ?RQ QEBV @>K JB>K >KVQEFKD QL >KVLKB� )Q FP QEBOBCLOB

KB@BPP>OV QL QO>KPI>QB QEB DL>IP FKQL L?GB@QFSBP QL ?OFKD >?LRQ OB>I

JB >KFKD PL QE>Q QEBV @>K DRFAB QEB LOD>KFW>QFLK� )AB>IIV� L?GB@QFSBP

PELRIA ?B-'�,. _PMB@FCF@� JB>PRO>?IB� >@EFBS>?IB� OB>IFPQF@� >KA

E>SB > PMB@FCF@ QFJBIFKB CLO @LJMIBQFLK� (BOB FP >K BU>JMIB� LKB

LOD>KFW>QFLK>I DL>I J>V ?B > PFDKFCF@>KQ OFPB FK P>IBP >KA MOLCFQP�

7 EBK QO>KPI>QFKD QE>Q DL>I FKQL >K L?GB@QFSB� VLR JFDEQ TLOA QEB

L?GB@QFSBP >P CLIILTP� > �� MBO@BKQ FK@OB>PB FK P>IBP CLO QEB KBUQ QEOBB

VB>OP CLIILT BA ?V > �� MBO@BKQ FK@OB>PB FK P>IBP CLO QEB CLIILTFKD QT L

VB>OP >KA > ���� MBO@BKQ FK@OB>PB FK MOLCFQP FK B>@E LC QEB KBUQ CFSB

VB>OP� 4EBPB L?GB@QFSBP >OB NRFQB PMB@FCF@ >KA JB>PRO>?IB� )Q FP RM QL

QEB AB@FPFLK
J>HBO QL ABQBOJFKB FC QEBV >OB >@EFBS>?IB >KA OB>IFPQF@�

4EBPB L?GB@QFSBP_P>IBP >KA MOLCFQP_@IB>OIV PMB@FCV QEB QFJB ELOFWLK�

)K ABSBILMFKD QEB MI>K� LTKBOP >OB LCQBK SBOV E>MMV QL ABSBILM
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DL>IP ?B@>RPB QEBV >OB LMBK QL FKQBOMOBQ>QFLK� ?RQ QEBV TFII >SLFA

L?GB@QFSBP� 'L>IP >OB PRCCF@FBKQIV >J?FDRLRP� TEBOB>P L?GB@QFSBP QFB

VLR QL M>OQF@RI>O S>IRBP QE>Q VLR TFII E>SB QL EFQ FK QEB CRQROB� 0BLMIB

J> V ?B @LK@BOKBA QE>Q QEBV TFII ?B TBFDEBA LK > P@>IB >KA CLRKA

T >KQFKD CLO C>FIFKD QL >@EFBSBA QEBFO L?GB@QFSBP� (LT BSBO� FQ FP @OFQF@>I

QE>Q VLRO MI>K @LKQ>FKP ?LQE DL>IP >KA L?GB@QFSBP� /?GB@QFSBP >IILT

FKSBPQLOP >KA VLRO BJMILVBBP QL @IB>OIV PBB TEBOB QEB CFOJ FKQBKAP

QL DL� 4EBV MOLAR@B Q>ODBQBA S>IRBP QL >FJ CLO >KA� QEBOBCLOB� >OB

@OFQF@>I�CLO�QEB�@LKQOLI�LC�QEB�CFOJaP�LMBO>QFLKP�

0>H>DC 6C9 '>HH>DC -I6I:B:C IH� 4L J>K V� QEBOB FP PLJB ABDOBB

LC @LKCRPFLK @LK@BOKFKD QEB AFCCBOBK@B ?BQT BBK > SFPFLK PQ>QBJBKQ

>KA > JFPPFLK PQ>QBJBKQ�0>H>DC HI6I:B:C IH >OQF@RI>QB QEB ILKD


QBOJ MROMLPB >KA FAB>IFWBA KLQFLK LC TE>Q > ?RPFKBPP TFPEBP QL

?B@LJB� ) K QEB B>OIFBPQ A>VP LC -F@OLPLCQ� TEBK FQ T>P > PJ>II

?RPFKBPP� FQP SBOPFLK LC > SFPFLK PQ>QBJBKQ T>P >P CLIILTP� b!

@LJMRQBO LK BSBOV ABPH >KA FK BSBOV ELJB�c )K QEB B>OIV ����P� QEFP

T >P QORIV > OBSLIRQFLK>OV @LK@BMQ� 9BQ FQ D>SB -F@OLPLCQaP BJMILVBBP

> @IB>O FAB> �SFPFLK	 QE>Q QL ?OFKD QE>Q SFPFLK FKQL ?BFKD� QEB PLCQT >OB

?BFKD ABSBILMBA TLRIA E>SB QL ?B SBOV bRPBO
COFBKAIVc FK

@LJM>OFPLK QL QEB PLCQT >OB LC QE>Q A>V� ' >HH>DC HI6I:B:C IH� TEF@E

>OB JR@E JLOB @LJJLK FK PJ>II ?RPFKBPP MI>KP� >OQF@RI>QB QEB

CRKA>JBKQ>I K>QROB LC QEB ?RPFKBPP� 4EFP JB>KP FABKQFCVFKD QEB QVMB

LC ?RPFKBPP� ELT FQ TFII IBSBO>DB FQP @LJMBQBK@FBP� >KA MLPPF?IV

QEB S>IRBP QE>Q AOFSB QEB ?RPFKBPP� 0RQ PFJMIV� > JFPPFLK PQ>QBJBKQ

PELRIA�>AAOBPP�QEB�CLIILTFKD�NRBPQFLKP�

d 7 EL�>OB�TB��7 E>Q�?RPFKBPP�>OB�TB�FK�

d 7 EL�AL�TB�PBB�>P�LRO�@RPQLJBOP�

d ( LT�AL�T B�MOLSFAB�S>IRB�CLO�QELPB�@RPQLJBOP�

3LJB QFJBP SFPFLK >KA JFPPFLK PQ>QBJBKQP >OB PFKDRI>OIV TOFQQBK

CLO BUQBOK>I >RAFBK@BP� PR@E >P FKSBPQLOP LO PE>OBELIABOP� 4EBV >OB

KLQ TOFQQBK CLO QEB >RAFBK@B CLO TELJ FQ TLRIA E>SB QEB DOB>QBPQ

JB >KFKD_QEB J>K>DBJBKQ QB>J >KA QEB BJMILVBBP LC QEB ?RPFKBPP�

5KCLOQRK>QBIV� J>K V OB@LDKFWB QE>Q ?LQE PQ>QBJBKQP @>K ?B@LJB

� �� X#E>MQBO���
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BUBO@FPBP LC PQOFKDFKD QLDBQEBO > PBOFBP LC BPPBKQF>IIV JB>KFKDIBPP

MEO>PBP FKQL PLJBQEFKD QE>Q >MMB>OP QL PLRKAright LOprofessional�

9LR @>K CFKA PLCQT >OB LK QEB TB? QL >RQLJ>QF@>IIV DBKBO>QB PR@E

S>@RLRP�>KA�JB>KFKDIBPP�PQ>QBJBKQP�

3LJB QFJBP > CFOJ TFII TOFQB > JFPPFLK PQ>QBJBKQ QE>Q MOLSFABP

@RPQLJBOP� FKSBPQLOP� >KA BJMILVBBP TFQE > @IB>O PBKPB LC MROMLPB

LC QE>Q @LJM>KV� :>MMLP E>P QEB CLIILTFKD >P FQP JFPPFLK PQ>QBJBKQ�

b/RO DL>I FP QL MLPFQFLK :>MMLP >P >K LKIFKB PBOSF@B IB>ABO� )C TB @>K

DBQ @RPQLJBOP QL >PPL@F>QB :>MMLP >P QEB >?PLIRQB ?BPQ FK PBOSF@B�

QEBK TB @>K BUM>KA ?BVLKA PELBP�c�� 4EB JFPPFLK PQ>QBJBKQ LC

"BK � * BOOVaP )@B #OB>J CL@RPBP ?LQE LK ABCFKFKD QEBFO MOLAR@Q

>KA QEBFO S>IRBP� b4L J>H B� AFPQOF?RQB >KA PBII QEB CFKBPQ NR>IFQV

>II
K>QRO>I F@B @OB>J >KA BRMELOF@ @LK@L@QFLKP TFQE > @LKQFKRBA

@LJJF QJBKQ QL FK@LOMLO>QFKD TELIBPLJB� K>QRO>I FKDOBAFBKQP >KA

MOLJLQFKD ?RPFKBPP MO>@QF@BP QE>Q OBPMB@Q QEB %>OQE >KA QEB

%KSFOLKJBK Q�c��

%: NH ID -J88:HH� 4EFP PB@QFLK FABKQFCFBP QELPB PMB@FCF@ BIBJBKQP LC

VLRO CFOJ QE>Q VLR ?BIFBSB TFII BKPROB PR@@BPP� )Q FP FJMLOQ>KQ CLO VLR

QL ?B >?IB QL ABCFKB QEB @LJMBQBK@FBP QE>Q VLR FKQBKA QL IBSBO>DB

QL BKPROB PR@@BPP� 7E>Q J>HBP VLRO MOLAR@Q LO PBOSF@B RKFNRB�

7 E>Q PMB@FCF@ PBQ LC @>M>?FIFQFBP AL VLR ?OFKD QL QEB @LJMBQFQFSB

P@BKB� 4EBPB JFDEQ FK@IRAB QEB J>HBRM LC >KA QEB BUMBOFBK@B LC

VLRO J>K>DBJBKQ QB>J� V LRO LMBO>QFLK>I @>M>?FIFQFBP �B�D�� RKFNRB

PHFIIP FK ABPFDK� J>KRC>@QROFKD� LO ABIFSBOV	� VLRO J>OHBQFKD PHFII

PBQP� VLRO CFK>K@F>I @>M>?FIFQFBP �B�D�� QEB >?FIFQV QL @LKQOLI @LPQP	� LO

QEB�MBOPLKKBI�QE>Q�J>HB�RM�QEB�@LJM>KV�

��� b)K@������-FPPFLK�3Q>QBJBKQP�c�-FPPFLK3Q>QBJBKQP�@LJ�

>@@BPPBA�/ @QL?BO����������

T T T �JFPPFLKPQ>QBJBKQP�@LJ �

FK@=���=JFPPFLK=PQ>QBJBKQP�EQJI�

��� b-FPPFLK�3Q>QBJBKQ�c�"BK���* BOOVaP��>@@BPPBA�/ @QL?BO����

������T T T �?BKGBOOV�@LJ �>@QFSFPJ�JFPPFLK
PQ>QBJBKQ�
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Industry Review

)K QEFP PB@QFLK� VLR T>KQ QL MOLSFAB > C>FOIV @LJMOBEBKPFSB LSBOSFBT

LC QEB FKARPQOV� ! QELOLRDE RKABOPQ>KAFKD LC QEB FKARPQOV QE>Q VLR

TFII ?B LMBO>QFKD FK FP BPPBKQF>I QL RKABOPQ>KA QEB MLPPF?IB OBQROKP

QE>Q VLRO @LJM>KV TFII B>OK TFQEFK QE>Q FKARPQOV� )KSBPQLOP T>KQ QL

HKLT FC QEBV TFII OB@LSBO QEBFO FKFQF>I FKSBPQJBKQ� 7EBK TFII QEBV PBB

> MOLCFQ� 2BJBJ?BO� FKSBPQLOP LCQBK @>OBCRIIV QO>@H FKARPQOFBP >KA

>OB TBII >T >OB LC QEB PQOBKDQEP >KA IFJFQ>QFLKP TFQEFK > M>OQF@RI>O

FKARPQOV� )KSBPQLOP >OB ILLHFKD CLO FKARPQOFBP QE>Q @>K ABJLKPQO>QB

DOLTQE� 4EBV >IPL T>KQ QL PBB FC QEB FKARPQOV FP PQOR@QRO>IIV

>QQO>@QFSB� 4EFP JFDEQ BKQ>FI @LKAR@QFKD 0LOQBOaP CFSB CLO@BP >K>IVPFP�

ELT BSBO� QEFP FP KLQ OBNRFOBA FK >II @>PBP� )C QEBOB >MMB>O QL ?B PLJB

FPPRBP LO MOL?IBJP TFQE FKARPQOV
IBSBI DOLTQE� QEBK VLR JFDEQ T>KQ

QL ?B >?IB QL FABKQFCV PLJB PBDJBKQP LC QEB FKARPQOV TEBOB DOLTQE

FP�SF>?IB�

Products or Services

4EFP PB@QFLK PELRIA ?B >K FK
ABMQE AFP@RPPFLK LC TE>Q VLR >OB

LCCBOFKD QL @RPQLJBOP� )Q PELRIA MOLSFAB > @LJMIBQB >KA @IB>O

PQ>QBJBKQ LC QEB MOLAR@QP LO QEB PBOSF@BP QE>Q VLR >OB LCCBOFKD� )Q

PELRIA >IPL AFP@RPP QEB @LOB @LJMBQBK@FBP LC VLRO ?RPFKBPP� 9LR

PELRIA EFDEIFDEQ TE>Q FP RKFNRB� PR@E >P > KLSBI MOLAR@Q LO PBOSF@B

@LK@BMQ LO QEB MLPPBPPFLK LC M>QBKQP� 9LR KBBA QL PELT EL T VLRO

MOLAR@Q LO PBOSF@B PMB@FCF@>IIV JBBQP M>OQF@RI>O J>OHBQ KBBAP� 9LR

JRPQ FABKQFCV ELT QEB MOLAR@Q LO QEB PBOSF@B TFII P>QFPCV PMB@FCF@

@RPQLJBOPa KBBAP� )C VLR >OB AB>IFKD TFQE > KBT MOLAR@Q LO PBOSF@B�

VLR KBBA QL ABJLKPQO>QB TE>Q MOBSFLRPIV RKFABKQFCFBA KBBAP FQ TFII

JB BQ >KA ELT FQ TFII AL PL� !Q FQP ?FOQE� !J>WLK E>A QL ABJLKPQO>QB

QE>Q >K LKIFKB ?LLHPQLOB TLRIA ?B MOBCBO>?IB QL QEB PQ>KA>OA
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?LLHPQLOB ?V LCCBOFKD QEB @RPQLJBO > JR@E TFABO PBIB@QFLK LC ?LLHP

QE>K�TLRIA�?B�>S>FI>?IB�>Q�>K�LK
PFQB�IL@>QFLK�

4EFP PB@QFLK @LRIA FK@IRAB > AFP@RPPFLK LC QB@EKF@>I FPPRBP� )C QEB

?RPFKBPP FP ?>PBA LK > QB@EKLILDF@>I FKKLS>QFLK_PR@E >P > KBT

QVMB LC PLCQT >OB LO >K FKSBKQFLK_QEBK FQ FP KB@BPP>OV QL MOLSFAB

>K >ABNR>QB AFP@RPPFLK LC QEB PMB@FCF@ K>QROB LC QEB QB@EKLILDV�

/KB PELRIA Q>HB @>OB QL >IT >VP OBJBJ?BO QEB >RAFBK@B CLO TELJ

VLR >OB TOFQFKD QEB MI>K� $L KLQ J>HB QEFP MLOQFLK QLL QB@EKF@>I

FK K>QROB� 4EFP PB@QFLK >IPL JFDEQ AFP@RPP QEB CRQROB AFOB@QFLK LC

QEB MOLAR@Q LO PBOSF@B_K>JBI V� TEBOB TFII VLR ?B Q>HFKD �@E>KDFKD	

QEB MOLAR@Q LO QEB PBOSF@B >CQBO QEB BKA LC QEB @ROOBKQ MI>KKFKD

ELOFWLK� 4EFP J>V OBNRFOB > AFP@RPPFLK LC CRQROB FKSBPQJBKQ

OBNRFOBJBKQP LO QEB OBNRFOBA QFJB QL ABSBILM KBT MOLAR@QP >KA

PBOSF@BP� 4EFP PB@QFLK J>V >IPL FK@IRAB > AFP@RPPFLK LC MOF@FKD QEB

MOLAR@Q LO QEB PBOSF@B� >IQELRDE > JLOB ABQ>FIBA AFP@RPPFLK LC QEB

FPPRB LC MOF@FKD JFDEQ ?B CLRKA FK QEB J>OHBQFKD MI>K PB@QFLK� )C

VLR MI>K QL FK@IRAB QEB FPPRB LC MOF@FKD EBOB� VLR PELRIA AFP@RPP

ELT QEB MOF@FKD LC QEB MOLAR@Q LO QEB PBOSF@B T>P ABQBOJFKBA� 4EB

JLOB ABQ>FIBA VLR >OB FK QEFP ABP@OFMQFLK� QEB JLOB OB>IFPQF@ FQ TFII

>MMB>O QL QEB OB>ABOP LC QEB ?RPFKBPP MI>K� 9LR J> V TFPE QL AFP@RPP

OBI>QFLKPEFMP QE>Q VLR E>SB TFQE SBKALOP QE>Q JFDEQ E>SB >K FJM>@Q

LK OBAR@FKD @LPQ >KA QEBOBCLOB >K FJM>@Q LK MOF@B� )Q FP FJMLOQ>KQ

QL AFP@RPP ELT VLRO MOF@FKD P@EBJB TFII @LJM>OB TFQE @LJMBQFQLOP�

7FII FQ ?B EFDEBO QE>K >SBO>DB LO ?BILT QEB >SBO>DB MOF@B� ( LT ALBP

QEB�MOF@FKD�CFQ�FK�TFQE�QEB�LSBO>II�PQO>QBDV�LC�QEB�CFOJ�

4EFP PB@QFLK JRPQ E>SB > EFDE ABDOBB LC ELKBPQV� )KSBPQLOP TFII

HKLT JR@E >?LRQ QEB FKARPQOV >KA FQP IFJFQ>QFLKP� 9LR KBBA QL

FABKQFCV >KV >OB>P QE>Q JFDEQ ?B MLPPF?IB PLRO@BP LC MOL?IBJP� PR@E

>P DLSBOKJBKQ OBDRI>QFLKP� FPPRBP TFQE KBT MOLAR@Q ABSBILMJBKQ�

PB@ROFKD AFPQOF?RQFLK @E>KKBIP� >KA FKCLOJFKD QEB J>OHBQ LC VLRO

BUFPQBK@B� &ROQEBO� FQ FP FJMLOQ>KQ QL FABKQFCV QEB @ROOBKQ

@LJMBQFQLOP�FK�QEB�FKARPQOV�>KA�MLPPF?IB�CRQROB�@LJMBQFQLOP�

#E>MQBO���
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Marketing Plan

!K FKQOLAR@QLOV J>OHBQFKD @LROPB >IT >VP FKQOLAR@BP QEB CLRO 0P�

MOLAR@Q� MOF@B� MI>@B� >KA MOLJLQFLK� 4EB J>OHBQFKD PB@QFLK LC QEB

?RPFKBPP MI>K JFDEQ MOLSFAB JLOB FK
ABMQE @LSBO>DB LC ELT QEB

MOLAR@Q LO QEB PBOSF@B ?BQQBO JBBQP @RPQLJBO S>IRB QE>K QE>Q LC

@LJMBQFQLOP� )Q PELRIA FABKQFCV VLRO Q>ODBQ @RPQLJBOP >KA FK@IRAB

@LSBO>DB LC TEL VLRO @LJMBQFQLOP >OB >KA TE>Q QEBV MOLSFAB� 4EB

@LJM>OFPLK ?BQT BBK VLRO CFOJ >KA FQP @LJMBQFQLOP PELRIA EFDEIFDEQ

AFCCBOBK@BP >KA MLFKQ QL TEV VLR >OB MOLSFAFKD PRMBOFLO S>IRB�

0OF@FKD FPPRBP� FC KLQ @LSBOBA FK QEB MOBSFLRP PB@QFLK� @LRIA ?B

AFP@RPPBA�LO�AFP@RPPBA�FK�JLOB�ABQ>FI�

4EB FPPRB LC IL@>QFLK� M>OQF@RI>OIV FK OBQ>FI� PELRIA ?B @LSBOBA FK

ABQ>FI� 0BOE>MP LKB LC QEB JLPQ FJMLOQ>KQ BIBJBKQP LC QEB J>OHBQFKD

MI>K PB@QFLK FP QL PMB@FCV ELT VLR FKQBKA QL >QQO>@Q @RPQLJBOP�

FKCLOJ QEBJ LC QEB ?BKBCFQP LC RPFKD VLRO MOLAR@Q LO PBOSF@B� >KA

OBQ>FK @RPQLJBOP� )KFQF>IIV� @RPQLJBOP >OB >QQO>@QBA QEOLRDE

>ASBOQFPFKD� 4EFP PB@QFLK PELRIA ABIFKB>QB QEB >ASBOQFPFKD MI>K� 7E>Q

JB AF> TFII ?B RPBA_CIVBOP� KBTPM>MBOP� J>D>WFKBP� O>AFL� QBIBSFPFLK�

T B? MOBPBK@B� AFOB@Q J>OHBQFKD� >KA�LO PL@F>I JBAF> @>JM>FDKP�

4EFP PB@QFLK PELRIA @LSBO >KV MOLJLQFLK>I @>JM>FDKP QE>Q JFDEQ ?B

RPBA�

The Management Team

0EVPF@>I OBPLRO@BP >OB KLQ QEB LKIV ABQBOJFK>KQ LC ?RPFKBPP

PR@@BPP� 4EB ERJ>K OBPLRO@BP >S>FI>?IB QL > CFOJ TFII MI>V > @OFQF@>I

OLIB FK ABQBOJFKFKD FQP PR@@BPP� 2B>ABOP LC VLRO ?RPFKBPP MI>K >KA

MLQBKQF>I FKSBPQLOP PELRIA E>SB > @IB>O PBKPB LC QEB J>K>DBJBKQ

QB>J QE>Q TFII ?B ORKKFKD > ?RPFKBPP� 4EBV PELRIA HKLT QEB QB>J

TFQE OBPMB@Q QL QEB QB>J aP HKLT IBADB LC QEB ?RPFKBPP� QEBFO

BUMBOFBK@B >KA @>M>?FIFQFBP� >KA QEBFO AOFSB QL PR@@BBA� !OQERO 2L@H�

� �� X#E>MQBO���
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> SBKQROB @>MFQ>IFPQ� T>P LK@B NRLQBA >P P>VFKD� b) FKSBPQ FK MBLMIB�

KLQ�QEB�FAB>�c��

4EFP PB@QFLK LC QEB ?RPFKBPP MI>K E>P PBSBO>I BIBJBKQP� )Q PELRIA

@LKQ>FK >K LOD>KFW>QFLK>I @E>OQ QE>Q TFII ABIFKB>QB QEB

OBPMLKPF?FIFQFBP >KA QEB @E>FK LC @LJJ>KA C LO QEB ?RPFKBPP� )Q

PELRIA PMB@FCV TEL TFII L@@RMV B>@E J>GLO MLPFQFLK LC QEB ?RPFKBPP�

9LR JFDEQ T>KQ QL BUMI>FK TEL FP ALFKD TE>Q GL? >KA TEV� &LO BSBOV

JBJ?BO L C QEB J>K>DBJBKQ QB>J� V LR PELRIA E>SB > @LJMIBQB

O]PRJ]� 4EFP PELRIA FK@IRAB BAR@>QFLK>I ?>@HDOLRKA �?LQE CLOJ>I

>KA FKCLOJ>I	 >KA M>PQ TLOH BUMBOFBK@B� FK@IRAFKD QEB GL?P QEBV

E>SB EBIA� OBPMLKPF?FIFQFBP� >KA >@@LJMIFPEJBKQP� 9LR JFDEQ T>KQ QL

FK@IRAB PLJB LQEBO ?FLDO>MEF@>I A>Q> PR@E >P >DB� >IQELRDE QE>Q FP

KLQ�OBNRFOBA�

)C VLR MI>K QL RPB PMB@FCF@ >ASFPBOP LO @LKPRIQ>KQP� VLR PELRIA

JBK QFLK QEB K>JBP >KA ?>@HDOLRKAP LC QEBPB MBLMIB FK QEFP PB@QFLK

LC QEB MI>K� 9LR PELRIA >IPL PMB@FCV TEV QEBPB MBLMIB >OB ?BFKD RPBA�

!K >AAFQFLK>I BIBJBKQ LC VLRO AFP@RPPFLK LC QEB J>K>DBJBKQ QB>J

TFII ?B QEB FKQBKABA @LJMBKP>QFLK P@EBJBP� 9LR PELRIA PMB@FCV QEB

FKQBKABA P>I>OFBP CLO QEB J>K>DBJBKQ QB>J TEFIB >IPL FK@IRAFKD

FPPRBP LC QEBFO ?BKBCFQP >KA ?LKRPBP LO >KV PQL@H MLPFQFLK QE>Q QEBV

J> V Q>HB FK QEB @LJM>KV� 4EFP PB@QFLK PELRIA >IPL FABKQFCV >KV D>MP

FK�QEB�J>K>DBJBKQ�QB>J�>KA�ELT�VLR�FKQBKA�QL�CFII�QEBPB�MLPFQFLKP�

$BMBKAFKD LK QEB K>QROB LC QEB ?RPFKBPP� VLR JFDEQ TFPE QL

FK@IRAB FK QEFP PB@QFLK QEB MBOPLKKBI �BJMILVBBP	 QE>Q TFII ?B

OBNRFOBA� 9LR PELRIA FABKQFCV QEB KRJ?BO LC MBLMIB QE>Q >OB

@ROOBKQIV TLOHFKD CLO QEB CFOJ LO QE>Q TFII E>SB QL ?B EFOBA� VLR

PELRIA >IPL FABKQFCV QEB PHFIIP QE>Q QEBV KBBA QL MLPPBPP� &ROQEBO

AFP@RPPFLK PELRIA FK@IRAB QEB M>V QE>Q TFII ?B MOLSFABA� TEBQEBO

��� b)KSBPQ�FK�0BLMIB��. LQ�)AB>P�c�-F@E>BI�+>OKG>K>MO>HLOK�

*>KR>OV��������� ��>@@BPPBA�/ @QL?BO����������

T T T �JFHBH>OKG�@LJ �?ILD����� ��� ��� �FKSBPQ
FK


MBLMIB
KLQ
FAB>P�
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QEBV TFII ?B M>FA > CI>Q P>I>OV LO M>FA ELROIV� FC >KA TEBK VLR FKQBKA

QL RPB LSBOQFJB� >KA TE>Q ?BKBCFQP VLR FKQBKA QL MOLSFAB� )K

>AAFQFLK� VLR PELRIA AFP@RPP >KV QO>FKFKD OBNRFOBJBKQP LO QO>FKFKD

MOLDO>JP�QE>Q�VLR�TFII�E>SB�QL�FJMIBJBKQ�

Financial Statements

4EB CFK>K@F>I PQ>QBJBKQP PB@QFLK LC QEB ?RPFKBPP MI>K PELRIA ?B

?OLHBK ALTK FKQL QEOBB HBV PR?PB@QFLKP� QEB FK@LJB PQ>QBJBKQ�

QEB ?>I>K@B PEBBQ� >KA QEB @>PE
CILT PQ>QBJBKQ� "BCLOB MOL@BBAFKD

TFQE QEBPB PB@QFLKP� TB AFP@RPP QEB >PPRJMQFLKP RPBA QL ?RFIA QEBPB

PB@QFLKP� 4EB LMBKFKD PB@QFLK LC QEB CFK>K@F>I PQ>QBJBKQP PB@QFLK

PELRIA >IPL FK@IRAB� FK PRJJ>OV CLOJ>Q� MOLGB@QFLKP LC P>IBP� QEB

P>IBP DOLTQE O>QB� HBV BUMBKPBP >KA QEBFO DOLTQE O>QBP� KBQ FK@LJB

>@OLPP�QEB�CLOB@>PQFKD�ELOFWLK��>KA�>PPBQP�>KA�IF>?FIFQFBP���

!P MOBSFLRPIV AFP@RPPBA� ?>KHBOP_>KA QL IBPPBO BUQBKQ SBKQROB

@>MFQ>IFPQP_TFII ?B MOFJ>OFIV @LK@BOKBA TFQE QEFP PB@QFLK LC QEB

?RPFKBPP MI>K� )Q FP SFQ>I QE>Q QEFP PB@QFLK_TEBQEBO VLR >OB >K

BUFPQFKD ?RPFKBPP PBBHFKD JLOB CRKAFKD LO > PQ>OQ
RM_E>SB OB>IFPQF@

CFK>K@F>I MOLGB@QFLKP� 4EB ?RPFKBPP MI>K PELRIA @LKQ>FK @IB>O

PQ>QBJBKQP LC QEB RKABOIVFKD >PPRJMQFLKP QE>Q TBOB RPBA QL J>HB

QEBPB CFK>K@F>I MOLGB@QFLKP� 4EB @IB>OBO QEB PQ>QBJBKQP >KA QEB

JLOB OB>IFPQF@ QEB >PPRJMQFLKP ?BEFKA QEBPB PQ>QBJBKQP� QEBK QEB

DOB>QBO QEB @LKCFABK@B QEB OB>ABO TFII E>SB FK QEBPB MOLGB@QFLKP�

&BT ?RPFKBPPMBLMIB E>SB > QELOLRDE RKABOPQ>KAFKD LC QEBPB

CFK>K@F>I PQ>QBJBKQP� QEBOBCLOB� FQ FP >ASFP>?IB QE>Q PLJBLKB TFQE

��� !JFO�-�( LOJLWF��'>FI�3��3RQQLK��2L?BOQ�$��- @-FKK�

7 BKAV�,R@FL��b"RPFKBPP�0I>KP�CLO�. BT�LO�3J>II

" RPFKBPPBP��0>SFKD�QEB�0>QE�QL�3R@@BPP�c�->K>DBJBK Q

$B@FPFLK�����KL�������� �	������

� �� X#E>MQBO���
�4EB�"RPFKBPP�0I>K



>K >@@LRKQFKD LO > CFK>K@F>I ?>@HDOLRKA OBSFBT QEBPB PQ>QBJBKQP

?BCLOB QEBV >OB FK@IRABA FK QEB OBMLOQ� 7B TFII E>SB > JR@E JLOB

FK
ABMQE�AFP@RPPFLK�LC�QEBPB�PQ>QBJBKQP�FK#E>MQBO���

4EB CRQROB MI>KKFKD ELOFWLK CLO CFK>K@F>I MOLGB@QFLKP FP KLOJ>IIV

?BQT BBK QEOBB >KA CFSB VB>OP� 4EB ARO>QFLK QE>Q VLR TFII RPB TFII

ABMBKA LK QEB >JLRKQ LC @>MFQ>I QE>Q QEB ?RPFKBPP FP PBBHFKD QL

O>FPB� QEB QVMB LC FKARPQOV QEB ?RPFKBPP FP FK� >KA QEB CLOB@>PQFKD

FPPRBP >PPL@F>QBA TFQE J>HFKD MOLGB@QFLKP� !IPL� QEB ABQ>FI OBNRFOBA

FK QEBPB CFK>K@F>I PQ>QBJBKQP TFII ?B AFOB@QIV QFBA QL QEB QVMB >KA PFWB

LC�QEB�?RPFKBPP�

Income Statement

4EB >C8DB: HI6I:B:C I BU>JFKBP QEB LSBO>II MOLCFQ>?FIFQV LC > CFOJ

LSBO > M>OQF@RI>O MBOFLA LC QFJB� !P PR@E� FQ FP >IPL HKLTK >P > MOLCFQ


>KA
ILPP PQ>QBJBKQ� )Q FABKQFCFBP >II PLRO@BP LC OBSBKRBP DBKBO>QBA

>KA BUMBKPBP FK@ROOBA ?V QEB ?RPFKBPP� &LO QEB ?RPFKBPP MI>K� LKB

PELRIA DBKBO>QB >KKR>I MI>KP CLO QEB CFOPQ QEOBB QL CFSB VB>OP� 3LJB

PRDDBPQ QE>Q QEB MI>KKBO ABSBILM JLOB bDO>KRI>QBAc FK@LJB

PQ>QBJBKQP CLO QEB CFOPQ QT L VB>OP� "V DO>KRI>QBA� TB JB >K QE>Q QEB

CFOPQ VB>O FK@LJB PQ>QBJBKQ PELRIA ?B ?OLHBK ALTK LK > JLK QEIV

?>PFP� TEFIB QEB PB@LKA VB>O PELRIA ?B ?OLHBK ALTK LK > NR>OQBOIV

?>PFP�

3LJB L C QEB HBV QBOJP �QEBV TFII ?B OBSFBT BA FK JR@E DOB>QBO

ABQ>FI�FK#E>MQBO���	�CLRKA�FK�QEB�FK@LJB�PQ>QBJBKQ�>OB�>P�CLIILTP�

d #C8DB:� !II�OBSBKRBP�>KA�>AAFQFLK>I�FK@LJBP�MOLAR@BA�?V�QEB

?RPFKBPP�AROFKD�QEB�ABPFDK>QBA�MBOFLA�

d �DHI�D;�<DD9H�HDA9�#LPQP�>PPL@F>QBA�TFQE�MOLAR@FKD�MOLAR@QP�

PR@E�>P�O>T�J> QBOF>IP�>KA�@LPQP�>PPL@F>QBA�AFOB@QIV�TFQE

MOLAR@QFLK�

d ! GDHH�EGD;>I�B6G<>C�)K@LJB�JFKRP�QEB�@LPQ�LC�DLLAP�PLIA�

d )E:G 6I>C<�:ME:CH:H�#LPQP�FK�ALFKD�?RPFKBPP��PR@E�>P�BUMBKPBP

#E>MQBO���
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>PPL@F>QBA�TFQE�PBIIFKD�QEB�MOLAR@Q�LO�QEB�PBOSF@B��MIRP�DBKBO>I

>AJFKFPQO>QFLK�BUMBKPBP�

d �:EG :8>6I>DC�4EFP�FP�>�PMB@F>I�CLOJ�LC�BUMBKPB�QE>Q�J>V�?B

FK@IRABA�FK�LMBO>QFKD�BUMBKPBP��,LKD
QBOJ�>PPBQP_QELPB

TELPB�RPBCRI�IFCB�FP�ILKDBO�QE>K�LKB�VB>O_AB@IFKB�FK�S>IRB�LSBO

QFJB��$BMOB@F>QFLK�Q>HBP�QEFP�C>@Q�FKQL�@LKPFABO>QFLK��4EBOB�>OB

PBSBO>I�T>VP�FK�TEF@E�QEFP�AB@IFKFKD�S>IRB�@>K�?B�ABQBOJFKBA�

)Q�FP�>�KLK@>PE�BUMBKAFQROB�BUMBKPB�

d . DI6A�:ME:CH:H�4EB�@LPQ�LC�DLLAP�PLIA�MIRP�LMBO>QFKD

BUMBKPBP�>KA�ABMOB@F>QFLK�

d ( :I�EGD;>I�7:; DG:�>CI:G:HI�6C9�I6M:H� 4EFP�FP�QEB�DOLPP�MOLCFQ

JFKRP�LMBO>QFKD�BUMBKPBP��>KLQEBO�T>V�LC�PQ>QFKD�KBQ�MOLCFQ�FP

FK@LJB�JFKRP�QLQ>I�BUMBKPBP�

d #CI:G:HI� 4EB�OBNRFOBA�M>VJBKQ�LK�>II�AB?Q�CLO�QEB�MBOFLA�

d . 6M:H� &BABO>I��PQ>QB��>KA�IL@>I�Q>U�M>VJBKQP�CLO�QEB�CFOJ�

d ( :I�EGD;>I� 4EFP�FP�QEB�KBQ�MOLCFQ�>CQBO�FKQBOBPQ�>KA�Q>UBP��4EFP�FP

QEB�QBOJ�QE>Q�J>KV�TFII�ILLH�>Q�QL�ABQBOJFKB�QEB�MLQBKQF>I

PR@@BPP�LC�?RPFKBPP�LMBO>QFLKP�

Balance Sheet

4EB 76A6C8: H=::I BU>JFKBP QEB >PPBQP >KA IF>?FIFQFBP >KA LTKBOaP

BNRFQV LC QEB ?RPFKBPP >Q PLJB M>OQF@RI>O MLFKQ FK QFJB� )Q FP AFSFABA

FKQL QT L PB@QFLKP_QEB @OBAFQ @LJMLKBKQ �QEB >PPBQP LC QEB ?RPFKBPP	

>KA QEB AB?FQ @LJMLKBKQ �IF>?FIFQFBP >KA BNRFQV	� 4EBPB QT L

@LJMLKBKQP JRPQ BNR>I B>@E LQEBO� 4EB ?RPFKBPP MI>K PELRIA E>SB

>KKR>I ?>I>K@B PEBBQ CLO QEB QEOBB
 LO CFSB
VB>O MI>KKFKD ELOFWLK�

4EB�BIBJBKQP�LC�QEB�@OBAFQ�@LJMLKBKQ�>OB�>P�CLIILTP�

d �JGG:C I�6HH:IH�4EBPB�>OB�QEB�>PPBQP�QE>Q�TFII�?B�EBIA�CLO�IBPP

QE>K�LKB�VB>O��FK@IRAFKD�@>PE��J>OHBQ>?IB�PB@ROFQFBP��>@@LRKQP

OB@BFS>?IB��KLQBP�OB@BFS>?IB��FKSBKQLOV��>KA�MOBM>FA�BUMBKPBP�

d  >M:9�6HH:IH� 4EBPB�>PPBQP�>OB�KLQ�DLFKD�QL�?B�QROKBA�FKQL�@>PE

� �� X#E>MQBO���
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TFQEFK�QEB�KBUQ�VB>O��QEBPB�FK@IRAB�MI>KQP��BNRFMJBKQ��>KA

I>KA��)Q�J>V�>IPL�FK@IRAB�FKQ>KDF?IB�>PPBQP��PR@E�>P�M>QBKQP�

CO>K@EFPBP��@LMVOFDEQP��>KA�DLLATFII�

d . DI6A�6HH:IH�4EFP�FP�QEB�PRJ�LC�@ROOBKQ�>PPBQP�>KA�CFUBA�>PPBQP�

,F>?FIFQFBP�@LKPFPQ�LC�QEB�CLIILTFKD�

d �JGG:C I�A>67>A>I>:H� 4EBPB�>OB�AB?QP�QE>Q�>OB�QL�?B�M>FA�TFQEFK

QEB�VB>O��PR@E�>P�IFKBP�LC�@OBAFQ��>@@LRKQP�M>V>?IB��LQEBO�FQBJP

M>V>?IB��FK@IRAFKD�Q>UBP��T>DBP��>KA�OBKQP	��PELOQ
QBOJ�IL>KP�

AFSFABKAP�M>V>?IB��>KA�@ROOBKQ�MLOQFLK�LC�ILKD
QBOJ�AB?Q�

d &DC<
I:GB�A>67>A>I>:H� 4EBPB�>OB�AB?QP�M>V>?IB�LSBO�>�MBOFLA

DOB>QBO�QE>K�LKB�VB>O��PR@E�>P�KLQBP�M>V>?IB��ILKD
QBOJ�AB?Q�

MBKPFLK�CRKA�IF>?FIFQV��>KA�ILKD
QBOJ�IB>PB�L?IFD>QFLKP�

d . DI6A�A>67>A>I>:H� 4EFP�FP�QEB�PRJ�LC�@ROOBKQ�IF>?FIFQFBP�>KA�ILKD


QBOJ�IF>?FIFQFBP�

d )LC:GSH�:FJ>IN� 4EFP�OBMOBPBKQP�QEB�S>IRB�LC�QEB�PE>OBELIABOPa

LTKBOPEFM�FK�QEB�?RPFKBPP��)Q�FP�PLJBQFJBP�OBCBOOBA�QL�>P�KBQ

T LOQE��)Q�J>V�?B�@LJMLPBA�LC�FQBJP�PR@E�>P�MOBCBOOBA�PQL@H�

@LJJLK�PQL@H��>KA�OBQ>FKBA�B>OKFKDP�

Cash-Flow Statement

&OLJ > MO>@QF@>I >KA PROSFS>I PQ>KAMLFKQ� QEB86H=
; ADL HI6I:B:C I

J> V ?B QEB JLPQ FJMLOQ>KQ @LJMLKBKQ LC QEB CFK>K@F>I PQ>QBJBKQP�

4EB @>PE
CILT PQ>QBJBKQ J>MP LRQ TEBOB @>PE FP CILTFKD FKQL QEB

CFOJ >KA TEBOB FQ CILTP LRQ� )Q OB@LDKFWBP QE>Q QEBOB J> V ?B >

PFDKFCF@>KQ AFCCBOBK@B ?BQT BBK MOLCFQP >KA @>PE CILT � )Q TFII FKAF@>QB

FC > ?RPFKBPP @>K DBKBO>QB BKLRDE @>PE QL @LKQFKRB LMBO>QFLKP�

TEBQEBO FQ E>P PRCCF@FBKQ @>PE CLO KBT FKSBPQJBKQP� >KA TEBQEBO FQ

@>K M>V FQP L?IFD>QFLKP� "RPFKBPPMBLMIB PLLK OB>IFWB QE>Q MOLCFQP >OB

KF@B��?RQ�@>PE�FP�HFKD�

#>PE CILTP @>K ?B AFSFABA FKQL QEOBB >OB>P LC >K>IVPFP� @>PE CILT

#E>MQBO���
�4EB�"RPFKBPP�0I>K X� ��



COLJ LMBO>QFLKP� @>PE CILT COLJ FKSBPQFKD� >KA @>PE CILT COLJ

CFK>K@FKD� #>PE CILT COLJ LMBO>QFLKP BU>JFKBP QEB @>PE FKCILTP

COLJ OBSBKRBP >KA FKQBOBPQ >KA AFSFABKAP COLJ FKSBPQJBKQP EBIA

?V QEB ?RPFKBPP� )Q QEBK FABKQFCFBP QEB @>PE LRQCILTP CLO M>VFKD

PRMMIFBOP� BJMILVBBP� Q>UBP� >KA LQEBO BUMBKPBP� #>PE CILT COLJ

FKSBPQFKD BU>JFKBP QEB FJM>@Q LC PBIIFKD LO >@NRFOFKD @ROOBKQ >KA

CFUBA >PPBQP� #>PE CILT COLJ CFK>K@FKD BU>JFKBP QEB FJM>@Q LK QEB

@>PE MLPFQFLK COLJ QEB @E>KDBP FK QEB KRJ?BO LC PE>OBP >KA

@E>KDBP FK QEB PELOQ
 >KA ILKD
QBOJ AB?Q MLPFQFLK LC QEB CFOJ� 'FSBK

QEB @OFQF@>I FJMLOQ>K@B LC @>PE CILT QL QEB PROSFS>I LC QEB PJ>II

?RPFKBPP��FQ�TFII�?B�@LSBOBA�FK�JR@E�JLOB�ABQ>FI�FK#E>MQBO����

Additional Information

$BMBKAFKD LK QEB K>QROB LC QEB ?RPFKBPP >KA QEB >JLRKQ LC CRKAFKD

QE>Q FP ?BFKD PLRDEQ� QEB MI>K JFDEQ FK@IRAB JLOB J> QBOF>IP� &LO >K

BUFPQFKD ?RPFKBPP� VLR J> V TFPE QL FK@IRAB M>PQ Q>U PQ>QBJBKQP >KA�

LO MBOPLK>I CFK>K@F>I PQ>QBJBKQP� )C QEB ?RPFKBPP FP > CO>K@EFPB� VLR

PELRIA FK@IRAB >II IBD>I @LKQO>@QP >KA AL@RJBKQP� 4EB P>JB PELRIA

?B ALKB CLO >KV IB>PFKD� IF@BKPFKD� LO OBKQ >DOBBJBKQP� 4EFP PB@QFLK

PELRIA ?B PBBK >P > @>Q@E>II FK@LOMLO>QFKD >KV J> QBOF>IP QE>Q TLRIA

PRMMLOQ QEB MI>K� /KB ALBP KLQ T>KQ QL ?B FK QEB MLPFQFLK LC ?BFKD

>PHBA�?V�OB>ABOP�LC�QEB�MI>K_b7 EBOB�>OB�QEBPB�AL@RJBKQP�c

Appendixes

4EB CFK>K@F>I PB@QFLK LC QEB ?RPFKBPP MI>K PELRIA FK@IRAB PRJJ>OFBP

LC QEB QEOBB HBV CFK>K@F>I BIBJBKQP� 4EB ABQ>FIP ?BEFKA QEB CFK>K@F>I

PQ>QBJBKQP PELRIA ?B FK@IRABA >P >K >MMBKAFU >ILKD TFQE @IB>O

PQ>QBJBKQP @LK@BOKFKD QEB >PPRJMQFLKP QE>Q TBOB RPBA QL ?RFIA

QEBJ� 4EB >MMBKAFUBP J>V >IPL FK@IRAB AFCCBOBKQ P@BK>OFLP QE>Q

��� X#E>MQBO���
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T BOB @LKPFABOBA FK ?RFIAFKD QEB MI>K� PR@E >P >IQBOK>QFSB J>OHBQ

DOLTQE >PPRJMQFLKP LO >IQBOK>QFSB @LJMBQFQFSB BKSFOLKJBK QP�

$BJLKPQO>QFKD QE>Q QEB >RQELO�P	 @LKPFABOBA bTE>Q
FCc PFQR>QFLKP

QBIIP MLQBKQF>I FKSBPQLOP QE>Q QEB ?RPFKBPP FP MOBM>OBA QL E>KAIB

@E>KDFKD @LKAFQFLKP� )Q PELRIA FK@IRAB FQBJP PR@E >P ILDLP�

AF>DO>JP��>AP��>KA�LOD>KFW>QFLK>I�@E>OQP�

Developing Scenarios

Change is constant. ^�"BK G>JFK�$FPO>BIF

" RPFKBPP MI>KP >OB >K>IVPBP LC QEB CRQROB� QEBV @>K BOO LK QEB

PFAB LC BFQEBO LMQFJFPQF@ MOLGB@QFLKP LO @LKPBOS>QFSB MOLGB@QFLKP�

&OLJ QEB PQ>KAMLFKQ LC QEB MLQBKQF>I FKSBPQLO� FQ FP >IT >VP ?BQQBO QL

BOO LK QEB PFAB LC @LKPBOS>QFPJ� 2BD>OAIBPP LC BFQEBO ?F>P� ?RPFKBPP

MI>KP >OB DBKBO>IIV ?RFIQ LK QEB ?>PFP LC BUMB@QBA CRQROBP >KA M>PQ

BUMBOFBK@B� 5KCLOQRK>QBIV� QEB CRQROB ALBP KLQ >IT >VP BJBODB FK >

@IB>OIV MOBAF@>QBA J>KKBO� /KB @>K E>SB > AO>J> QF@ @E>KDB QE>Q

@>K E>SB PFDKFCF@>KQ FJM>@Q LK QEB ?RPFKBPP� /CQBK PR@E @E>KDBP

L@@RO FK QEB BUQBOK>I BKSFOLKJBK Q >KA >OB ?BVLKA QEB @LKQOLI LC

QEB ?RPFKBPP J>K>DBJBKQ QB>J� 4EBPB BUQBOK>I @E>KDBP @>K L@@RO

TFQEFK QEB QB@EKF@>I BKSFOLKJBK Q� FQ @>K ?B ?>PBA LK @E>KDBP FK

@RPQLJBO KBBAP� @E>KDBP TFQE OBPMB@Q QL QEB PRMMIFBOP� @E>KDBP FK

QEB B@LKLJF@ BKSFOLKJBK Q_>Q QEB IL@>I� K>QFLK>I� LO DIL?>I IBSBI�

$O>J> QF@ @E>KDB @>K >IPL L@@RO TFQEFK QEB LOD>KFW>QFLK FQPBIC_QEB

AB>QE�LC�QEB�LTKBO�LO�JBJ?BOP�LC�QEB�J>K>DBJBKQ�QB>J� ��

/KB T >V CLO >K LOD>KFW>QFLK QL AB>I TFQE PFDKFCF@>KQ @E>KDBP FP >

MOL@BPP HKLTK >P H8:C6G>D EA6CC>C<� 4EB OB>I LOFDFKP LC P@BK>OFL

MI>KKFKD @>K ?B QO>@BA ?>@H QL QEB B>OIV KFKBQBBKQE @BKQROV >@QFSFQV

HKLTK >P +OBFDPPMFBI_T >O D>JFKD_> PVPQBJ CLO QO>FKFKD LCCF@BOP

��� b7 LOHPELMP�>KA�%SBKQP�c�3#/ 2%��>@@BPPBA�/ @QL?BO����

������T T T �P@LOB�LOD�B SBKQP�T LOHPELMP�

#E>MQBO���
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ABSBILMBA ?V QEB 0ORPPF>K @LJJ>KA� 4EFP MOL@BPP LC ILLHFKD >Q

CRQROB T>OP T>P >ALMQBA ?V J>KV JFIFQ>OFBP FK QEB I>QBO KFKBQBBKQE

@BKQROV� )K QEB ����P� > JLO B CLOJ>I CLOJ>Q T>P RPBA >Q QEB 2!.$

)KPQFQRQB CLO BU>JFKFKD MLPPF?IB CRQROB @E>KDBP FK QEB JFIFQ>OV >KA

DBLMLIFQF@>I BKSFOLKJBK QP� 4EB B>OIV ����P P> T FQ >MMIFBA QL

FKARPQOF>I PBQQFKDP� 2LV>I $RQ@E 3EBII BU>JFKBA QEB NRBPQFLK LC TE>Q

T LRIA E>MMBK FC QEBOB TBOB > PFDKFCF@>KQ AOLM FK QEB MOF@B LC LFI� 4EFP

T >P >CQBO QT L LFI @OFPBP QE>Q MRPEBA QEB MOF@B LC LFI RM PFDKFCF@>KQIV�

4EB KLQFLK QE>Q LFI MOF@BP TLRIA AOLM T>P @LKPFABOBA QL ?B >K

BUQOBJBIV RKIFHBIV BSBKQ� ?RQ FQ AFA L@@RO� 2LV>I $RQ@E 3EBII T>P LKB

LC QEB CBT LFI @LJM>KFBP QE>Q AFA KLQ PRCCBO ?B@>RPB FQP P@BK>OFL

>K>IVPBP�BK>?IBA�QEBJ�QL�?B�OB>AV�QL�AB>I�TFQE�QE>Q�PFQR>QFLK���

7 E>Q @LRIA ?B QEB MLPPF?IB RPB LC P@BK>OFL MI>KKFKD CLO PJ>II

?RPFKBPPBP� 4EBOB >OB PBSBO>I >OB>P FK TEF@E PJ>II ?RPFKBPPBP

PELRIA >MMIV P@BK>OFL MI>KKFKD QL ?B ?BQQBO MOBM>OBA CLO CRQROB

AFPORMQFLKP�

Identify Significant Changes That Might Impact
the Business

Consider major shifts in the customerÕs notion of value. !P JBK QFLKBA

FK#E>MQBO �� QEB CFOJ PELRIA >IT >VP ?B BU>JFKFKD TE>Q @LKPQFQRQBP

S>IRB FK QEB BVBP LC QEB @LKPRJBO >KA ELT QE>Q JFDEQ PEFCQ� (BKOV

&LOAaP JLABI 4 @>O T>P > DIL?>I PR@@BPP ?B@>RPB @RPQLJBOP FKFQF>IIV

S>IRBA > OBIF>?IB SBEF@IB >Q > ILT MOF@B� &LOA - LQLO #LJM>KV

@LKQFKRBA QL JBBQ QEB @RPQLJBOaP KLQFLK LC S>IRB ?V @LKPQ>KQIV

AOFSFKD ALTK QEB RKFQ @LPQ� (LT BSBO� ?V QEB JFA
����P� @RPQLJBOPa

KLQFLK LC S>IRB FK@IRABA KLQ LKIV MOF@B ?RQ >IPL FPPRBP PR@E >P

��� 0��- @. >JB B��4LLIP�>KA�4B@EKFNRBP�CLO�3QO>QBDF@

->K>DBJBK Q��. BT�9 LOH��0BOD>JLK�0OBPP������	����� �

��� X#E>MQBO���
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PQVIFKD >KA FJMOLSBA QB@EKLILDFBP� 'BKBO>I - LQLOP T>P >?IB QL

OB@LDKFWB QE>Q QEBOB TBOB @E>KDBP FK QEB @RPQLJBOaP S>IRB KLQFLK

>KA MOLSFABA QEBJ TFQE > O>KDB LC SBEF@IBP� &LOA C>FIBA QL OB@LDKFWB

QE>Q�@E>KDB�>KA�PRCCBOBA�>�PFDKFCF@>KQ�AOLM�FK�P>IBP�

Shifts in the economic envir onment. 4EB OB@BKQ OB@BPPFLK @IB>OIV

FKAF@>QBP QE>Q B@LKLJFBP @>K PRCCBO PFDKFCF@>KQ PEFCQP FK > PELOQ

MBOFLA LC QFJB� 4EBPB PEFCQP @>K E>SB AO>J> QF@ FJM>@Q LK >II

?RPFKBPP LMBO>QFLKP� 3J>II
?RPFKBPP LTKBOP E>SB PBBK PFDKFCF@>KQ

QFDEQBKFKD LC ?>KH @OBAFQ >KA @E>KDBP TFQE OBPMB@Q QL QEB

OBNRFOBJBKQP CLO RPFKD @OBAFQ @>OAP� /KB @LRIA B>PFIV FJ>DFKB QEB

@OFQF@>I FJMLOQ>K@B CLO PJ>II ?RPFKBPPBP QL @LKPFABO QEB FJM>@QP

QE>Q TLRIA CLIILT PFDKFCF@>KQ @E>KDBP FK FKQBOBPQ O>QBP� 3LRQET BPQ

!FOIFKBP� FK >KQF@FM>QFLK LC MLPPF?IB CIR@QR>QFLKP FK LFI MOF@BP� RPBA

CRQROBP @LKQO>@QP QL AB>I TFQE AO>J> QF@ PEFCQP FK QEB MOF@B LC LFI�

7 EBK LFI MOF@BP OLPB PFDKFCF@>KQIV� QEBV TBOB FK > JR@E ?BQQBO

MLPFQFLK�QE>K�QEBFO�@LJMBQFQLOP�

The entrance of new competitor s. 3J>II ?RPFKBPPBP PELRIA >IT >VP

?B OB>AV QL @LKPFABO QEB FJM>@Q LC C>@FKD KBT @LJMBQFQLOP >KA KBT

QVMBP LC @LJMBQFQFLK� #LKPFABO QEB @>PB LC PJ>II IL@>I OBQ>FI LRQIBQP

TEBK�>�7 >IJ>OQ�PRMBOPQLOB�LMBKP�FK�QEB�>OB>�

Consideration of Disasters

4EB ?BPQ T>V QL AB>I TFQE >KV MLQBKQF>I AFP>PQBO FP KLQ TEFIB FQ

FP L@@ROOFKD LO >CQBO FQ E>P E>MMBKBA ?RQ ?BCLOB FQ L@@ROP� 3J>II

?RPFKBPPBP PELRIA >KQF@FM>QB TE>Q QEBV TFII AL FK QEB @>PB LC

MEVPF@>I AFP>PQBOP� PR@E >P CFOB� B>OQENR>HBP� LO CILLAP� /QEBO

AFP>PQBOP JFDEQ FKSLISB QEB ?>KHORMQ@V LO ILPP LC > J>GLO PRMMIFBO

LO > J>GLO @RPQLJBO� ! OBPQ>RO>KQ LO > CLLA J>OHBQ PELRIA E>SB

> @LKQFKDBK@V MI>K FK QEB @>PB LC > MLT BO C>FIROB QE>Q JFDEQ IB>A

QL CLLA PMLFI>DB� 3R@E > ?RPFKBPP JFDEQ >IPL T>KQ QL @LKAR@Q >

P@BK>OFL MI>KKFKD BUBO@FPB QL PBB TE>Q FQP OBPMLKPBP TLRIA ?B FK QEB

@>PB LC > @RPQLJBO @LJMI>FKFKD LC CLLA MLFPLKFKD� /QEBO AFP>PQBO
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P@BK>OFLP QE>Q PELRIA ?B @LKPFABOBA ?V PJ>II ?RPFKBPPBP FK@IRAB

QEB FJM>@Q >KA O>JFCF@>QFLKP LC E>SFKD QEB @LJMRQBO PVPQBJ @O>PE�

E>SFKD QEB PBOSF@B CLO QEB TB?PFQB @O>PE� LO E>SFKD QEB TB?PFQB

E>@HBA��TFQE�QEB�MLPPF?IB�ILPP�LC�@RPQLJBO�FKCLOJ>QFLK�

New Opportunities

!IJLPQ >II ?RPFKBPPBP� I>ODB >KA PJ>II� JRPQ ?B MOBM>OBA QL PBFWB

KBT LMMLOQRKFQFBP� 4EFP J>V JB>K QE>Q QEBV E>SB QL @LKPFABO QEB

FJM>@Q LC QB@EKLILDF@>I @E>KDB LK QEB ?RPFKBPP LO ELT QB@EKLILDV

@>K LCCBO QEBJ KBT ?RPFKBPP LMMLOQRKFQFBP� 4EB QB@EKLILDV LC

PQBOBL IFQELDO>MEV� > MOL@BPP ?V TEF@E QEOBB
AFJBKPFLK>I L?GB@QP

>OB ?RFIQ I>VBO ?V I>VBO� E>P ?BBK >S>FI>?IB CLO JLOB QE>K > AB@>AB�

"BPMLHB )KKLS>QFLKP P>T QEB MLQBKQF>I CLO RPFKD QEFP QB@EKLILDV�

"BPMLHB )KKLS>QFLKP @>K ABSBILM� FK > PELOQ MBOFLA LC QFJB� @RPQLJ

>OQFCF@F>I IBDP CLO > MOF@B LC ��� ���^��� ��� >KA TF QE CB>QROBP QE>Q >OB

KLQ�CLRKA�FK���� �����MO LPQEBPBP���

3@BK>OFL MI>KKFKD PELRIA ?B > MBOFLAF@ BUBO@FPB� ?RQ FQ PELRIA ?B

@LKAR@QBA KL JLOB QE>K LK@B > VB>O� 4EB >@QR>I COBNRBK@V JFDEQ

?B ABMBKABKQ LK QEB MBO@BFSBA O>QB LC @E>KDB CLO QEB FKARPQOV LO

QEB MOBPBK@B LC PQLOJ @ILRAP LK QEB ELOFWLK� 3@BK>OFL MI>KKFKD E>P

PBSBO>I�AFPQFK@Q�>@QFSFQFBP��TEF@E�J>V�?B�>P�CLIILTP�

d *>8@�DC:�6G:6�I=6 I�B><=I�D88JG�>C�I=:�;JIJG:�I=6 I�L DJA9�=6K:

H><C>;>86CI�>B E68I�DC�I=:�7JH>C:HH�7 E>Q�FC�QEB�K>QFLK>I

GL?IBPPKBPP�O>QB�OBJ>FKP�>Q�LSBO���MBO@BKQ�CLO�QEB�KBUQ�QEOBB�QL

CFSB�VB>OP��7E>Q�FC�>�J>GLO�@RPQLJBO�AB@FABP�QL�?RV�COLJ�>

@LJMBQFQLO�LO�QE>Q�@RPQLJBO�FP�FK�CFK>K@F>I�QOLR?IB��7 E>Q�FC

QEBOB�>OB�@E>KDBP�FK�QEB�K>QFLK>I�ABCBKPB�?RADBQ��!

��� !PEIBB�6>K@B��b!�4 B@EKLILDV�3BQP�)KSBKQLOP�&OBB�QL

$OB>J� c�. BT�9 LOH�4FJBP��3BMQBJ?BO��������� �

��� X#E>MQBO���
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IRK@EBLKBQQB�FK�.BT�,LKALK��#LKKB @QF@RQ��TEBOB�%IB@QOF@

"L> Q�?RFIAP�KR@IB>O�PR?J>OFKBP��T>KQP�QL�@LKPFABO�QEB�FJM>@Q

LC�@E>KDBP�FK�QEB�ABCBKPB�?RADBQ��!�AB@OB>PB�FK�QEB�?RADBQ�CLO

?RFIAFKD�KR@IB>O�PR?J>OFKBP�TLRIA�OBAR@B�QEB�KRJ?BO�LC�PR?P

J>AB�FK�. BT�,LKALK��TEF@E�JFDEQ�IB>A�QL�I>VLCCP�>Q�%IB@QOF@

"L> Q�>KA�CBT BO�@RPQLJBOP�CLO�QEB�IRK@EBLKBQQB�

d #9:C I>;N�;68IDGH�I=6I�B><=I�>B E68I�I=6 I�>HHJ:�4EFP�PLJBQFJBP

FP�OBCBOOBA�QL�>P�>�0%34�>K>IVPFP��TEBOB�QEB�0�PQ>KAP�CLO

MLIFQF@>I�FPPRBP��%�PQ>KAP�CLO�B@LKLJF@�FPPRBP��3�PQ>KAP�CLO

PL@FL@RIQRO>I�FPPRBP��>KA�4�PQ>KAP�CLO�QB@EKLILDV�FPPRBP��%>@E

C>@QLO�TLRIA�?B�>K>IVWBA�QL�PBB�ELT�FQ�JFDEQ�FJM>@Q�QEB

P@BK>OFL��)K�LRO�MOBSFLRP�IRK@EBLKBQQB�BU>JMIB��QEB�OBPQ>RO>KQ

JFDEQ�T>KQ�QL�@LKPFABO�>K�RM@LJFKD�BIB@QFLK�QL�PBB�ELT�B>@E

M>OQV�TLRIA�PRMMLOQ�ABCBKPB�>MMOLMOF>QFLKP��>KA�FQ�JFDEQ�ILLH

>Q�QEB�LSBO>II�B@LKLJ V�QL�ABQBOJFKB�TEBQEBO�>�ALTKQROK�FK

QEB�B@LKLJ V�JFDEQ�IB>A�QL�>�@RQ�FK�ABCBKPB�>MMOLMOF>QFLKP��)Q

FP�RKIFHBIV�QE>Q�PL@FL@RIQRO>I�FPPRBP�TLRIA�FJM>@Q�ABCBKPB

>MMOLMOF>QFLKP��4B@EKLILDV�FPPRBP��TEBQEBO�>�?OB>HQEOLRDE�FK

PLJB�ABPFDK�?V�QEB�5KFQBA�3Q>QBP�LO�?V�PLJB�LQEBO�@LRKQOV�

JFDEQ�ABQBOJFKB�QEB�KRJ?BO�>KA�IL@>QFLK�LC�PR?J>OFKBP�?RFIQ

FK�QEB�5KFQBA�3Q>QBP�

d ,6C@�I=:�G:A6I>K:�>B EDGI6C8:�D;�I=:�EG :K>DJH�;68IDGH�. LQ�>II

C>@QLOP�RKABO�@LKPFABO>QFLK�@>K�?B�@LKPFABOBA�BNR>IIV

FJMLOQ>KQ��)Q�FP�@OFQF@>I�FK�>�P@BK>OFL�MI>KKFKD�BUBO@FPB�QL�PBB

TEF@E�C>@QLOP�>OB�JLPQ�FJMLOQ>KQ�PL�QE>Q�AB@FPFLK
J>HBOP�@>K

CL@RP�LK�QEB�O>JFCF@>QFLKP�LC�QELPB�C>@QLOP�FK�QEB�>K>IVPFP�

d �:K :ADE�H8:C6G>DH�( >SFKD�FABKQFCFBA�QEB�OBI>QFSB�FJMLOQ>K@B

LC�QEB�C>@QLOP��QEB�KBUQ�PQ>DB�TLRIA�?B�QL�ABSBILM�>�IFJFQBA

KRJ?BO�LC�MLPPF?IB�P@BK>OFLP��KL�JLOB�QE>K�QT L�LO�QEOBB	�

%>@E�P@BK>OFL�TLRIA�J>M�LRQ�MLPPF?IB�LRQ@LJBP�CLO�B>@E�HBV

C>@QLO��">PBA�LK�QEBPB�S>IRBP��QEB�DOLRM�@LKAR@QFKD�QEB

P@BK>OFL�MI>KKFKD�BUBO@FPB�TLRIA�ABSBILM�FKPFDEQP�FKQL�QEFP

MLPPF?IB�CRQROB�TLOIA�

d " DL�9D�I=:�H8:C6G>DH�>BE68I�NDJG�7JH>C:HH�&LO�B>@E�CRQROB

P@BK>OFL��QEB�QB>J�PELRIA�BU>JFKB�ELT�QE>Q�MLPPF?IB�CRQROB
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PQ>QB�TLRIA�FJM>@Q�QEB�LMBO>QFLK�LC�QEB�?RPFKBPP��#LKQFKRFKD

TFQE�QEB�IRK@EBLKBQQB�BU>JMIB��QEB�LTKBO�JFDEQ�PBB�QE>Q�>

M>OQF@RI>O�MLIFQF@>I�M>OQV�TLRIA�?B�BIB@QBA�FK�QEB�KBUQ�BIB@QFLK

>KA�QEB�B@LKLJ V�TFII�PQFII�?B�FK�QEB�ALIAORJP��4LDBQEBO��QEFP

JFDEQ�FKAF@>QB�>�@RQ�FK�QEB�K>S>I�?RFIAFKD�?RADBQ��4EFP�TFII

QO>KPI>QB�FKQL�>�OBAR@BA�KRJ?BO�LC�PR?J>OFKBP�?RFIQ�FK�.BT

,LKALK�>KA�>�OBAR@QFLK�FK�BJMILVJBKQ�>Q�%IB@QOF@�"L>Q��4EB

IRK@EBLKBQQBaP�P>IBP�TFII�L?SFLRPIV�AOLM�LCC��.LT�QEB�LTKBO

JRPQ�@LKPFABO�TE>Q�FQ�JFDEQ�AL�FK�QE>Q�PFQR>QFLK�

3@BK>OFL MI>KKFKD LCCBOP QEB LMMLOQRKFQV CLO PJ>II ?RPFKBPP LTKBOP

QL BU>JFKB QEB CRQROB LK > ILKD
QBOJ ?>PFP� )Q PELRIA CLO@B QEBJ

QL ILLH >Q BUQBOK>I BKSFOLKJBK QP >KA @LKAFQFLKP QE>Q @>K E>SB >

AO>J> QF@ FJM>@Q LK QEB PROSFS>I LC QEBFO CFOJ� )Q ?OL>ABKP QEBFO

QEFKHFKD >KA @OB>QBP >K BKSFOLKJBK Q LC FK@OB>PBA CIBUF?FIFQV� )Q

BK>?IBP > ?RPFKBPP QL OBPMLKA QL QELPB PRAABK PEL@HP QE>Q JFDEQ

ABPQOLV�LQEBO�CFOJP�

Computer Aids

" RPFKBPP MI>KP @>K ?B ?RFIQ RPFKD > @LJ?FK>QFLK LC TLOA
MOL@BPPFKD

>KA PMOB>APEBBQ MOLDO>JP ? V QELPB TEL >OB >ABMQ >Q RPFKD QEBJ�

( LT BSBO� QEB BKQFOB MOL@BPP LC @LKPQOR@QFKD > @LJMOBEBKPFSB

?RPFKBPP MI>K @>K ?B DOB>QIV PFJMIFCFBA ?V RPFKD > ABAF@>QBA

?RPFKBPP MI>K PLCQT >OB M>@H>DB� 4EBPB M>@H>DBP >OB ABPFDKBA QL

MOLAR@B OBMLOQP QE>Q E>SB >II QEB OBNRFOBA PB@QFLKP CLO > ?RPFKBPP

MI>K� QEBV DOB>QIV C>@FIFQ>QB QEB @OB>QFLK LC QEB CFK>K@F>I PQ>QBJBKQP

TFQE @E>OQP� >KA QEBV LCQBK >IILT CLO QEB FK@IRPFLK LC J>QBOF>IP COLJ

LQEBO MOLDO>JP� - LPQ LC QEBJ >OB C>FOIV OB>PLK>?IV MOF@BA COLJ ���

QL����� �

4EBOB >OB J>KV PR@E M>@H>DBP LK QEB J>OHBQ� >KA QEBV O>KDB

COLJ QELPB ABPFDKBA CLO KLSF@BP QL QELPB QE>Q @>K DBKBO>QB >KKR>I

MI>KP ?V B>PFIV FK@LOMLO>QFKD A>Q> COLJ B UQBOK>I PLRO@BP� PR@E >P

��� X#E>MQBO���
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QEB >@@LRKQFKD MOLDO>JP L C > ?RPFKBPP� 7EBK BS>IR>QFKD @LJMBQFKD

MOLDO>JP� QEBOB >OB PLJB MOFJ>OV >KA PB@LKA>OV C>@QLOP QE>Q

PELRIA�?B�@LKPFABOBA��� 4EB�MOFJ>OV�C>@QLOP�>OB�>P�CLIILTP�

d �6H:�D ;�7J>A9>C<�I=:�G:EDGI�4EB�S>OFLRP�PB@QFLKP�LC�QEB�OBMLOQ

PELRIA�?B�@IB>OIV�FABKQFCFBA��>KA�QEB�>RQELOP�PELRIA�?B�>?IB�QL

T LOH�LK�B>@E�PB@QFLK�FKABMBKABKQ�LC�QEBFO�PBNRBK@B�TFQEFK

QEB�OBMLOQ��4BUQ�>KA�A>Q>�BKQOV�PELRIA�?B�PFJMIB�>KA�>IILT�CLO

B>PV�@LOOB@QFLKP�LO�OBSFPFLKP�

d  >C6C8>6A�HI6I:B:C IH� 4EB�PLCQT >OB�PELRIA�C>@FIFQ>QB�?RFIAFKD

QEB�FK@LJB�PQ>QBJBKQ��QEB�?>I>K@B�PEBBQ��>KA�QEB�@>PE
CILT

PQ>QBJBKQ��&LO�JRIQFVB>O�MOLGB@QFLKP��QEB�PLCQT >OB�PELRIA

PRMMLOQ�QEB�CLOB@>PQFKD�MOL@BPP�

d #B EDGI�;GDB�DI=:G�EGD<G6BH� 4EB�PLCQT >OB�PELRIA�?B�>?IB�QL

FK@LOMLO>QB�A>Q>�COLJ�>�S >OFBQV�LC�MOLDO>JP��PR@E�>P�7LOA�>KA

%U@BI��)AB>IIV��FQ�PELRIA�?B�>?IB�QL�FJMLOQ�A>Q>�COLJ�>�S >OFBQV�LC

>@@LRKQFKD�MOLDO>JP�

d - JEEDGI�H:GK>8:H�4EB�PLCQT >OB�@LJM>KV�PELRIA�?RKAIB�>

S>OFBQV�LC�PRMMLOQ�PBOSF@BP��FK@IRAFKD�@IB>O�FKPQOR@QFLKP�

QRQLOF>IP��>KA�>@@BPP�QL�)KQBOKBQ�LO�@>II
KRJ?BO�PRMMLOQ��->KV

M>@H>DBP�MOLSFAB�P>JMIB�?RPFKBPP�MI>KP�CLO�AFCCBOBKQ

FKARPQOFBP�

4EB�PB@LKA>OV�C>@QLOP�>OB�>P�CLIILTP�

d � 88:HH�ID�G:H:6G8=�HJEEDGI�3LJB�PL CQT >OB�M>@H>DBP�FK@IRAB

>@@BPP�QL�?RPFKBPP�MR?IF@>QFLKP�>KA�A>Q>?>PBP�QL�>FA�TFQE

J>OHBQ�OBPB>O@E�

d �MEDGI�DEI>DCH�4EBPB�M>@H>DBP�>IILT�CLO�QEB�OBMLOQ�LO�M>OQP�LC

QEB�OBMLOQ�QL�?B�BUMLOQBA�QL�AFCCBOBKQ�CLOJ>QP_7 LOA��%U@BI�

��� b�����" RPFKBPP�0I>K�3LCQT >OB�0OLAR@Q�#LJM>OFPLKP�c

4LM4BK2BSFBTP�@LJ��>@@BPPBA�/ @QL?BO����������

?RPFKBPP
MI>K
PLCQT >OB
OBSFBT �QLMQBKOBSFBTP�@LJ�
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0LT BO0LFKQ��(4-,��LO�0 $ &�

d � C8>AA6GN�6C6ANH>H�IDDAH�3LJB�M>@H>DBP�BFQEBO�AFOB@QIV�FK@IRAB

LO�LCCBO�>AAFQFLK>I�MOLDO>JP�CLO�J>OHBQ�MI>KKFKD��?RADBQFKD��LO

S>IR>QFLK�

4EB CLIILTFKD FP > M>OQF>I IFPQFKD LC @LJM>KFBP QE>Q E>SB ?RPFKBPP

MI>KKFKD�PLCQT >OB�

d � JH>C:HH�*A6C�*GD� 4EFP�@LJM>KV�MOLSFABP�?RPFKBPP�MI>KKFKD

PLCQT >OB�TFQE�P>JMIB�MI>KP�CLO�>�TFAB�KRJ?BO�LC�FKARPQOFBP

MIRP�LMQFLKP�CLO�>@NRFOFKD�FKARPQOV�A>Q>�>Q�K>QFLK>I��PQ>QB��LO

IL@>I�IBSBIP��4EB�@LJM>KV�>IPL�E>P�MOLDO>JP�CLO�J>OHBQFKD

MI>KKFKD�>KA�IBD>I�FPPRBP�>ASF@B�

d � JH>C:HH�*A6C�-D;IL 6G: � 4EFP�@LJM>KV�LCCBOP�>�KRJ?BO�LC

MOLAR@QP��FK@IRAFKD�?RPFKBPP�MI>KKFKD�PLCQT >OB��>�PQO>QBDF@

MI>KKFKD�MOLDO>J��CFK>K@F>I�MOLGB@QFLK�>KA�@>PE
CILT

CLOB@>PQFKD�MOLDO>JP��>KA�J>OHBQFKD�MI>KKFKD�PLCQT >OB�

d * A6C�' 6<>8� 4EFP�@LJM>KV�LCCBOP�>�PRFQB�LC�MI>KKFKD�MOLAR@QP

O>KDFKD�COLJ�M>OQF@RI>O�FKARPQOFBP�QL�CFK>K@F>I�>KA�J>OHBQFKD

MI>KKFKD�PLCQT >OB�

Key Takeaways

d 4EB�?RPFKBPP�MI>KKFKD�CLO�>�PQ>OQ
RM�?RPFKBPP�PELRIA�@LKPFABO

FC�QEB�LTKBO�P	�FP�>OB�OB>AV�QL�>@@BMQ�QEB�@E>IIBKDBP�LC

LMBO>QFKD�>�?RPFKBPP�

d #LJMOBEBKPFSB�?RPFKBPP�MI>KP�TFII�OBNRFOB�FKCLOJ>QFLK�>?LRQ

QEB�FKARPQOV��@LJMBQFQLOP��>KA�@RPQLJBOP��/TKBOP�LO�QEB

TOFQBOP�LC�QEB�?RPFKBPP�MI>K�PELRIA�?B�>T >OB�LC�TEBOB�QEBV�@>K

L?Q>FK�QEFP�FKCLOJ>QFLK�

d &LOB@>PQFKD�FP�@OFQF@>I�QL�QEB�PR@@BPP�LC�>KV�?RPFKBPP��4EBOB�>OB

J>K V�AFCCBOBKQ�>MMOL>@EBP�QL�CLOB@>PQFKD��PLJB�>OB�PFJMIB

BUQO>MLI>QFLKP�LC�QOBKAP��TEFIB�LQEBOP�@>K�?B�@LJMRQ>QFLK>IIV

��� X#E>MQBO���
�4EB�"RPFKBPP�0I>K



@LJMIBU��4EB�?RPFKBPP�PELRIA�RPB�>�CLOB@>PQFKD�PVPQBJ�QE>Q�FP

KLQ�LKIV�>@@RO>QB�?RQ�>IPL�J>HBP�QEB�RPBOP�CBBI�@LJCLOQ>?IB�

d !IQELRDE�?RPFKBPP�MI>KP�@LJB�FK�AFCCBOBKQ�bPFWBP�>KA�PE>MBP�c

QEBV�PELRIA�E>SB�PLJB�HBV�PB@QFLKP��BUB@RQFSB�PRJJ>OV�

JFPPFLK�PQ>QBJBKQ��FKARPQOV�>K>IVPFP��J>OHBQFKD�MI>K�

ABP@OFMQFLK�LC�QEB�J>K>DBJBKQ�QB>J��>KA�CFK>K@F>I

MOLGB@QFLKP�

d 3LJB�?RPFKBPPBP�PELRIA�J>HB�FQ�>�MO>@QF@B�LC�@LKAR@QFKD

P@BK>OFL�>K>IVPBP��4EFP�FP�>�MOL@BPP�LC�BU>JFKFKD�MLPPF?IB

CRQROB�BSBKQP�>KA�TE>Q�PELRIA�?B�QEB�OBPMLKPB�LC�QEB�?RPFKBPP�

d 4EB�@LJMIBUFQV�>KA�AFCCF@RIQV�LC�?RFIAFKD�>�@LJMOBEBKPFSB

?RPFKBPP�MI>K�@>K�?B�PFDKFCF@>KQIV�OBAR@BA�?V�RPFKD�LKB�LC�QEB

>S>FI>?IB�?RPFKBPP
MI>KKFKD�PLCQT >OB�M>@H>DBP�
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6. Chapter 6 - Marketing
Basics

What Marketing Is All About

Because the purpose of business is to create a customer, the

business enterprise has twoÑand only twoÑbasic functions:

mar keting and innovation. M arketing and innovation

produce results; all the r est are costs. Marketing is the

distinguishing, unique function of the business. 
 0BQBO

$OR@HBO�

' 6G@:I>C< FP ABCFKBA ?V QEB !JBOF@>K ->OHBQFKD !PPL@F>QFLK >P

bQEB >@QFSFQV� PBQ LC FKPQFQRQFLKP� >KA MOL@BPPBP CLO @OB>QFKD�

@LJJRKF@>QFKD� >KA BU@E>KDFKD LCCBOFKDP QE>Q E>SB S>IRB CLO

@RPQLJBOP� @IFBKQP� M>OQKBOP� >KA PL@FBQV >Q I>ODB�c� 0RQQFKD QEFP

�� *>@H�4OLRQ��b0BQBO�$OR@HBO�LK�->OHBQFKD�c�&LO?BP��*RIV���
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CLOJ>IFQV >PFAB� J>OHBQFKD FP >?LRQ ABIFSBOFKD S>IRB >KA ?BKBCFQP�

@OB>QFKD MOLAR@QP >KA PBOSF@BP QE>Q TFII JBBQ QEB KBBAP >KA T>KQP

LC @RPQLJBOP �MBOE>MP BSBK ABIFDEQFKD QEBJ	 >Q > MOF@B QEBV >OB

TFIIFKD QL M>V >KA FK MI>@BP TEBOB QEBV >OB TFIIFKD QL ?RV QEBJ�

->O HBQFKD FP >IPL >?LRQ MOLJLQFLK>I >@QFSFQFBP PR@E >P >ASBOQFPFKD

>KA P>IBP QE>Q IBQ @RPQLJBOP HKLT >?LRQ QEB DLLAP >KA PBOSF@BP QE>Q

>OB >S>FI>?IB CLO MRO@E>PB� 3R@@BPPCRI J>OHBQFKD DBKBO>QBP OBSBKRB

QE>Q M>VP CLO >II LQEBO @LJM>KV LMBO>QFLKP� 7FQELRQ J>OHBQFKD� KL

?RPFKBPP @>K I>PQ SBOV ILKD� )Q FP QE>Q FJMLOQ>KQ >KA QE>Q PFJMIB_>KA

FQ�>MMIFBP�QL�PJ>II�?RPFKBPP�

->O HBQFKD FP >MMIF@>?IB QL DLLAP� PBOSF@BP� BSBKQP� BUMBOFBK@BP�

MBLMIB� MI>@BP� MOLMBOQFBP� LOD>KFW>QFLKP� ?RPFKBPPBP� FAB>P� >KA

FKCLOJ>QFLK��

4EBOB >OB PBSBO>I @LK@BMQP QE>Q >OB ?>PF@ QL >K RKABOPQ>KAFKD LC

J>OHBQFKD� QEB J>OHBQFKD @LK@BMQ� @RPQLJBO S>IRB� QEB J>OHBQFKD

JFU� PBDJBKQ>QFLK� Q>ODBQ J>OHBQ� QEB J>OHBQFKD BKSFOLKJBK Q�

J>OHBQFKD�J>K>DBJBKQ��>KA�J>OHBQFKD�PQO>QBDV�

The Marketing ConceptÉand Beyond

4EB B6G@:I>C< 8DC8:EI E>P DRFABA J>OHBQFKD MO>@QF@B PFK@B QEB

JFA
 ����P� � 4EB @LK@BMQ ELIAP QE>Q QEB CL@RP LC >II @LJM>KV
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LMBO>QFLKP PELRIA ?B JBBQFKD QEB @RPQLJBOaP KBBAP >KA T>KQP FK

T >VP QE>Q AFPQFKDRFPE > @LJM>KV COLJ FQP @LJMBQFQFLK� (LT BSBO�

@LJM>KV BCCLOQP PELRIA ?B FKQBDO>QBA >KA @LLOAFK>QBA FK PR@E > T>V

QL JBBQ LOD>KFW>QFLK>I L?GB@QFSBP >KA >@EFBSB MOLCFQ>?FIFQV� 0BOE>MP

KLQ PROMOFPFKDIV� PR@@BPPCRI FJMIBJBKQ>QFLK LC QEB J>OHBQFKD

@LK@BMQ E>P ?BBK PELTK QL IB>A QL PRMBOFLO @LJM>KV

MBOCLOJ>K@B�� b4EB J>OHBQFKD @LK@BMQ OB@LDKFWBP QE>Q QEBOB FP KL

OB>PLK TEV @RPQLJBOP PELRIA ?RV LKB LOD>KFW>QFLKaP LCCBOFKDP

RKIBPP FQ FP FK PLJB T>V ?BQQBO >Q PBOSFKD QEB @RPQLJBOPa T>KQP >KA

KBBAP QE>K QELPB LCCBOBA ?V @LJMBQFKD LOD>KFW>QFLKP� #RPQLJBOP

E>SB EFDEBO BUMB@Q>QFLKP >KA JLOB @ELF@BP QE>K BSBO ?BCLOB� 4EFP

JB >KP QE>Q J>OHBQBOP E>SB QL IFPQBK JLOB @ILPBIV QE>K BSBO ?BCLOB�c�

3>J 7 >IQLK� QEB CLRKABO LC 7>IJ>OQ� MRQ FQ ?BPQ TEBK EB P>FA�

b4EBOB FP LKIV LKB ?LPP� QEB @RPQLJBO� !KA EB @>K CFOB BSBOV?LAV FK

QEB @LJM>KV� COLJ QEB @E>FOJ>K LK ALTK� PFJMIV ?V PMBKAFKD EFP

�� 2LEFQ�$BPEM>KAB�>KA�*LEK�5��&>OIBV��b- B>PROFKD�->OHBQ

/OFBKQ>QFLK��'BKBO>IFW>QFLK�>KA�3VKQEBPFP�c�*LROK>I�LC
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JLKB V PLJBTEBOB BIPB�c� 3J>II ?RPFKBPPBP >OB M>OQF@RI>OIV PRFQBA QL

>?FAFKD ?V QEB J>OHBQFKD @LK@BMQ ?B@>RPB QEBV >OB JLOB KFJ?IB >KA

@ILPBO QL QEB @RPQLJBO QE>K >OB I>ODB @LJM>KFBP� #E>KDBP @>K ?B

J>AB�JLO B�NRF@HIV�FK�OBPMLKPB�QL�@RPQLJBO�T>KQP�>KA�KBBAP�

4EB HD8>:I6A B6G@:I>C< 8DC8:EI BJBODBA FK QEB ����P >KA ����P�

>AAFKD QL QEB QO>AFQFLK>I J>OHBQFKD @LK@BMQ� )Q >PPRJBP QE>Q >

b@LJM>KV TFII E>SB >K >AS>KQ>DB LSBO @LJMBQFQLOP FC FQ >MMIFBP QEB

J>OHBQFKD @LK@BMQ FK > J>KKBO QE>Q J>UFJFWBP PL@FBQVaP TBII


?BFKDc� >KA OBNRFOBP @LJM>KFBP QL ?>I>K@B @RPQLJBO P>QFPC>@QFLK�

@LJM>KV MOLCFQP� >KA QEB ILKD
QBOJ TBIC>OB LC PL@FBQV� !IQELRDE

QEB BUMB@Q>QFLK LC BQEF@>I >KA OBPMLKPF?IB ?BE>SFLO FP FJMIF@FQ FK

QEB J>OHBQFKD @LK@BMQ� QEB PL@FBQ>I J>OHBQFKD @LK@BMQ J>HBP QEBPB

BUMB@Q>QFLKP�BUMIF@FQ�

3J>II ?RPFKBPP FP FK > SBOV PQOLKD MLPFQFLK FK HBBMFKD TFQE QEB

PL@FBQ>I J>OHBQFKD @LK@BMQ� !IQELRDE PJ>II ?RPFKBPPBP AL KLQ E>SB

QEB CFK>K@F>I OBPLRO@BP QL @OB>QB LO PRMMLOQ I>ODB MEFI>KQEOLMF@

@>RPBP� QEBV AL E>SB QEB >?FIFQV QL EBIM MOLQB@Q QEB BKSFOLKJBK Q

QEOLRDE <G::C 7JH>C:HH EG68I>8:H PR@E >P OBAR@FKD @LKPRJMQFLK

>KA T>PQB� OBRPFKD TE>Q QEBV E>SB� >KA OB@V@IFKD BSBOVQEFKD QEBV

@>K� 3J>II ?RPFKBPPBP >IPL E>SB > PQOLKD OB@LOA LC PRMMLOQFKD IL@>I

@>RPBP� 4EBV PMLKPLO IL@>I PMLOQP QB>JP� ALK>QB QL CRKA
O>FPFKD

BSBKQP TFQE CLLA >KA DLLAP LO PBOSF@BP� >KA MLPQ CIVBOP CLO

MOLJLQFKD IL@>I BSBKQP� 4EB T>VP LC @LKQOF?RQFKD >OB SFOQR>IIV

IFJFQIBPP�

4EB =DA>HI>8 B6G@:I>C< 8DC8:EI FP > CROQEBO FQBO>QFLK LC QEB

J>OHBQFKD @LK@BMQ >KA FP QELRDEQ QL ?B JLOB FK HBBMFKD TFQE QEB

QOBKAP >KA CLO@BP QE>Q >OB ABCFKFKD QEB QT BKQV
CFOPQ @BKQROV� 4LA>VaP

J>OHBQBOP OB@LDKFWB QE>Q QEBV JRPQ E>SB > @LJMIBQB�

�� b9LR�$LKaQ�3>V��c�3>IBP�>KA�->OHBQFKD�->K>DBJBKQ�

/ @QL?BO���������� ^ ���

�� $ >K>
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@LJMOBEBKPFSB� >KA @LEBPFSB >MMOL>@E QE>Q DLBP ?BVLKA QEB

QO>AFQFLK>I >MMIF@>QFLKP LC QEB J>OHBQFKD @LK@BMQ�� ! @LJM>KVaP

bP>IBP >KA OBSBKRBP >OB FKBUQOF@>?IV QFBA QL QEB NR>IFQV LC B>@E LC

FQP MOLAR@QP� PBOSF@BP� >KA JLABP LC ABIFSBOV >KA QL FQP FJ>DB >KA

OBMRQ>QFLK >JLKD FQP @LKPQFQRBK@FBP� ;4EB @LJM>KV< J>OHBQP FQPBIC

QEOLRDE BSBOVQEFKD FQ ALBP� FQP PR?PQ>K@B >P TBII >P FQP PQVIB� )Q FP

QE>Q >II
BK@LJM>PPFKD M>@H>DB QE>Q QEB LOD>KFW>QFLK QEBK PBIIP�c��

7 E>Q TB PBB FK QEB ELIFPQF@ J>OHBQFKD @LK@BMQ FP QEB QO>AFQFLK>I

J>OHBQFKD @LK@BMQ LK PQBOLFAP� 3J>II ?RPFKBPPBP >OB K>QRO>I CLO

QEB ELIFPQF@ J>OHBQFKD @LK@BMQ ?B@>RPB QEB ?ROB>R@O>@V LC I>ODB

@LOMLO>QFLKP ALBP KLQ ?ROABK QEBJ� 4EB PFWB LC PJ>II ?RPFKBPPBP

J>HBP FQ MLPPF?IB� MBOE>MP FJMBO>QFSB� QL E>SB CIRFA >KA TBII


FKQBDO>QBA�LMBO>QFLKP�

Customer Value

4EB ABCFKFQFLK LC J>OHBQFKD PMB@FCF@>IIV FK@IRABP QEB KLQFLK QE>Q

LCCBOFKDP JRPQ E>SB S>IRB QL @RPQLJBOP� @IFBKQP� M>OQKBOP� >KA

PL@FBQV >Q I>ODB� 4EFP KB@BPP>OFIV FJMIFBP >K RKABOPQ>KAFKD LC TE>Q

@RPQLJBO S>IRB FP��JHIDB:G K 6AJ: FP AFP@RPPBA >Q IBKDQE FK#E>MQBO

� ?RQ TB @>K ABCFKB FQ PFJMIV >P QEB AFCCBOBK@B ?BQT BBK MBO@BFSBA

?BKBCFQP >KA MBO@BFSBA @LPQP� 3R@E > PFJMIB ABCFKFQFLK @>K ?B

JFPIB>AFKD� ELT BSBO� ?B@>RPB QEB @OB>QFLK LC @RPQLJBO S>IRB TFII

�� 0EFIFM�+LQIBO�>KA�+BSFK�,>KB�+BIIBO��->O HBQFKD

->K>DBJBK Q��5MMBO�3>AAIB�2FSBO��.*��0 B>OPLK�0OBKQF@B
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>IT >VP ?B > @E>IIBKDB_JLPQ KLQ>?IV ?B@>RPB > @LJM>KV JRPQ HKLT

FQP @RPQLJBOP BUQOBJBIV TBII QL LCCBO QEBJ TE>Q QEBV KBBA >KA

T >KQ� 4EFP FP @LJMIF@>QBA ?B@>RPB @RPQLJBOP @LRIA ?B

PBBHFKD JC8I>DC6A K6AJ: �> MOLAR@Q LO > PBOSF@B MBOCLOJP >

RQFIFQ>OF>K MROMLPB	� -D8>6A K6AJ: �> PBKPB LC OBI>QFLKPEFM TFQE LQEBO

DOLRMP QEOLRDE FJ>DBP LO PVJ?LIP	� :BDI>DC6A K6AJ: �QEB >?FIFQV

QL BSLHB >K BJLQFLK>I LO >K >CCB@QFSB OBPMLKPB	� � E>HI:B>8 K6AJ:

�LCCBOFKD KLSBIQV LO CRK	� LO�DC9>I>DC6A K6AJ: �ABOFSBA COLJ >

M>OQF@RI>O @LKQBUQ LO > PL@FL@RIQRO>I PBQQFKD� PR@E >P PE>OBA

ELIFA>VP	_LO PLJB @LJ?FK>QFLK LC QEBPB QVMBP LC S>IRB� �3BB

#E>MQBO��CLO�>�ABQ>FIBA�AFP@RPPFLK�LC�QEB�QVMBP�LC�S>IRB�	

->O HBQFKD MI>VP > HBV OLIB FK @OB>QFKD >KA ABIFSBOFKD S>IRB QL >

@RPQLJBO� #RPQLJBO S>IRB @>K ?B LCCBOBA FK > JVOF>A LC T>VP� )K

>AAFQFLK QL PRMBOI>QFSB F@B @OB>J� CLO BU>JMIB� QEB IL@>I F@B @OB>J

PELM @>K LCCBO > COBNRBKQ MRO@E>PB @>OA QE>Q >IILTP CLO > COBB F@B

@OB>J @LKB >CQBO QEB MRO@E>PB LC CFCQBBK F@B @OB>J MOLAR@QP >Q

QEB OBDRI>O MOF@B� 9LRO C>SLOFQB TB?PFQB @>K LCCBO COBB PEFMMFKD CLO

#EOFPQJ>P MRO@E>PBP >KA�LO M>V CLO OBQROKP� :>MMLP�@LJ L CCBOP

COBB PEFMMFKD ?LQE T>VP CLO FQP PELBP� 4EB HBV FP CLO > @LJM>KV QL

HKLT FQP @LKPRJBOP PL TBII QE>Q FQ @>K MOLSFAB QEB S>IRB QE>Q TFII ?B

LC�FKQBOBPQ�QL�QEBJ�

Market Segmentation

4EB MROMLPB LC PBDJBKQFKD > J>OHBQ FP QL CL@RP QEB J>OHBQFKD

>KA P>IBP BCCLOQP LC > ?RPFKBPP LK QELPB MOLPMB@QP TEL >OB JLPQ

IFHBIV QL MRO@E>PB QEB @LJM>KVaP MOLAR@Q�P	 LO PBOSF@B�P	� QEBOB?V

EBIMFKD QEB @LJM>KV �FC ALKB MOLMBOIV	 B>OK QEB DOB>QBPQ OBQROK

LK QELPB J>OHBQFKD >KA P>IBP BUMBKAFQROBP�
��
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J>FKQ>FKP QT L SBOV FJMLOQ>KQ QEFKDP� ��	 QEBOB >OB relatively

ELJLDBKBLRP PR?DOLRMP �KL PR?DOLRM TFII BSBO ?B BU>@QIV >IFHB	

LC QEB QLQ>I MLMRI>QFLK QE>Q TFII ?BE>SB QEB P>JB T>V FK QEB

J>OHBQMI>@B� >KA ��	 QEBPB PR?DOLRMP TFII ?BE>SB AFCCBOBKQIV COLJ

B>@E LQEBO� ->O HBQ PBDJBKQ>QFLK FP M>OQF@RI>OIV FJMLOQ>KQ CLO PJ>II

?RPFKBPPBP ?B@>RPB QEBV AL KLQ E>SB QEB OBPLRO@BP QL PBOSB I>ODB

>DDOBD>QB J>OHBQP LO J>FKQ>FK > TFAB O>KDB LC AFCCBOBKQ MOLAR@QP

CLO�S>OFBA�J>OHBQP�

4EB J>OHBQMI>@B @>K ?B PBDJBKQBA >ILKD > JRIQFQRAB LC

AFJBKPFLKP� >KA QEBOB >OB AFPQFK@Q AFCCBOBK@BP ?BQT BBK @LKPRJBO

>KA ?RPFKBPP J>OHBQP� 3LJB BU>JMIBP LC QELPB AFJBKPFLKP >OB

MOBPBKQBA�FK�QEB�Q>?IB�?BILT �

,FCB,L@H� > PJ>II ?RPFKBPP QE>Q LCCBOP FABKQFQV QEBCQ MOLQB@QFLK

PBOSF@BP� MO>@QF@BP @RPQLJBO QVMB PBDJBKQ>QFLK ?V PBM>O>QFKD FQP

J>OHBQ�FKQL�?RPFKBPP�>KA�FKAFSFAR>I�@LKPRJBO�PBDJBKQP�

->O HBQ�3BDJBKQ>QFLK

" RPFKBPP�2BPLRO@B�3LCQT >OB��)K@���>@@BPPBA�$B@BJ?BO���

������T T T �?RPFKBPPMI>KP�LOD�PBDJBKQ�EQJI�
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JB AFRJ��LO�>?PLIRQB	

d ! QQFQRAB�QLT >OA�QEB
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d 2FPH
Q>HFKD�LO
OFPH
> SBOPFSB�@RPQLJBOP

d #LJM>KFBP�QE>Q�PELT
EFDE�ILV>IQV�QL�QEBFO
PRMMIFBOP

)I=:G��=6G 68I:G>HI>8H

d 3Q>QRP�FK�FKARPQOV��QB@EKLILDV�LO
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3LRO@B�FK�CLLQKLQBP��

->O HBQ PBDJBKQ>QFLK OBNRFOBP PLJB J>OHBQFKD OBPB>O@E� 4EB

J>OHBQFKD OBPB>O@E MOL@BPP FP AFP@RPPBA FK QEB PB@QFLK LK J>OHBQFKD

OBPB>O@E�

Target Market

->O HBQ PBDJBKQ>QFLK PELRIA >IT >VP MOB@BAB QEB PBIB@QFLK LC >

Q>ODBQ J>OHBQ� ! I6G<:I B6G @:I FP LKB LO JLOB PBDJBKQP �B�D��

FK@LJB LO FK@LJB � DBKABO � L@@RM>QFLK	 QE>Q E>SB ?BBK @ELPBK >P

QEB CL@RP CLO ?RPFKBPP LMBO>QFLKP� 4EB PBIB@QFLK LC > Q>ODBQ J>OHBQ

FP FJMLOQ>KQ QL >KV PJ>II ?RPFKBPP ?B@>RPB FQ BK>?IBP QEB ?RPFKBPP

QL ?B JLOB MOB@FPB TFQE FQP J>OHBQFKD BCCLOQP� QEBOB?V ?BFKD JLOB

@LPQ
BCCB@QFSB� 4EFP TFII FK@OB>PB QEB @E>K@BP CLO PR@@BPP� 4EB FAB>

?BEFKA > Q>ODBQ J>OHBQ FP QE>Q FQ TFII ?B QEB ?BPQ J>Q@E CLO >

@LJM>KVaP MOLAR@QP >KA PBOSF@BP� 4EFP� FK QROK� TFII EBIM J>UFJFWB

QEB�BCCF@FBK@V�>KA�BCCB@QFSBKBPP�LC�>�@LJM>KVaP�J>OHBQFKD�BCCLOQP�

)Q FP KLQ CB>PF?IB QL DL >CQBO >II @RPQLJBOP� ?B@>RPB @RPQLJBOP E>SB

AFCCBOBKQ T>KQP� KBBAP >KA Q>PQBP� 3LJB @RPQLJBOP T>KQ QL ?B PQVIB

IB>ABOP� 4EBV TFII >IT >VP ?RV @BOQ>FK PQVIBP >KA RPR>IIV M>V > EFDE

MOF@B CLO QEBJ� /QEBO @RPQLJBOP >OB ?>OD>FK ERKQBOP� 4EBV QOV QL

CFKA QEB ILT BPQ MOF@B� /? SFLRPIV� > @LJM>KV TLRIA E>SB AFCCF@RIQV

Q>ODBQFKD ?LQE LC QEBPB J>OHBQ PBDJBKQP PFJRIQ>KBLRPIV TFQE LKB

��� !A>MQBA�COLJ�b->O HBQ�3BDJBKQ>QFLK�c�"RPFKBPP�2BPLRO@B

3LCQT >OB��)K@���>@@BPPBA�$B@BJ?BO���������

EQQM��� T T T �?RPFKBPPMI>KP�LOD�PBDJBKQ�EQJI��>A>MQBA

COLJ�0 EFIFM�+LQIBO�>KA�+BSFK�,>KB�+BIIBO��->O HBQFKD

->K>DBJBK Q��5MMBO�3>AAIB�2FSBO��.*��0 B>OPLK�0OBKQF@B

( >II������ 	���������� �

#E>MQBO���
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QVMB LC MOLAR@Q� &LO BU>JMIB� > @LJM>KV TFQE MOBJFRJ MOLAR@QP

T LRIA�KLQ�>MMB>I�QL�?>OD>FK�PELMMBOPe

( VMLQEBQF@>IIV� > @BOQ>FK KBT O>AFL PQ>QFLK J>V AFP@LSBO QE>Q QEBFO

JRPF@ >MMB>IP JLOB QL ��^��
 VB>O
LIA T LJBK TEL B >OK LSBO

��� ���� MBO V B>O� 4EB PQ>QFLK TLRIA QEBK Q>ODBQ QEBPB TLJBK FK

QEBFO�J>OHBQFKD�BCCLOQP���

4>ODBQ J>OHBQP @>K ?B CROQEBO AFSFABA FKQL KF@EB J>OHBQP� !C>8=:

B6G@:I FP > PJ>II� JLOB K>OOLT IV ABCFKBA J>OHBQ QE>Q FP KLQ ?BFKD

PBOSBA TBII LO >Q >II ?V J>FKPQOB>J MOLAR@Q LO PBOSF@B J>OHBQBOP�

0BLMIB >OB ILLHFKD CLO PLJBQEFKD PMB@FCF@� PL Q>ODBQ J>OHBQP @>K

MOBPBKQ PMB@F>I LMMLOQRKFQFBP CLO PJ>II ?RPFKBPPBP� 4EBV CFII KBBAP

>KA T>KQP QE>Q TLRIA KLQ ?B LC FKQBOBPQ QL I>ODBO @LJM>KFBP� .F@EB

MOLAR@QP TLRIA FK@IRAB PR@E QEFKDP >PM>FKQ QE>Q QO>KPCLOJP >KV

PJLLQE PROC>@B FKQL > EFDE
MBOCLOJ>K@B AOV
BO>PB TOFQFKD PROC>@B

LO �$ MOFKQBOP� 4EBPB KF@EB MOLAR@QP >OB MOLSFABA ?V PJ>II

?RPFKBPPBP��.F@EB�FAB>P�@>K�@LJB�COLJ�>K VTEBOB�

Marketing Mix

' 6G@:I>C< B>MFP B>PFIV LKB LC QEB JLPQ TBII
HKLTK J>OHBQFKD

QBOJP� -LOB @LJJLKI V HKLTK >P bQEB CLRO 0P�c QEB QO>AFQFLK>I

J>OHBQFKD JFU OBCBOP QL QEB @LJ?FK>QFLK LC MOLAR@Q� MOF@B�

MOLJLQFLK� >KA MI>@B �AFPQOF?RQFLK	� %>@E @LJMLKBKQ FP @LKQOLIIBA

?V QEB @LJM>KV� ?RQ QEBV >OB >II >CCB@QBA ?V C>@QLOP ?LQE FKQBOK>I

>KA BUQBOK>I QL QEB @LJM>KV� !AAFQFLK>IIV� B>@E BIBJBKQ LC QEB

J>OHBQFKD JFU FP FJM>@QBA ?V AB@FPFLKP J>AB CLO QEB LQEBO

��� 2F@H�3RQQIB��b$BCFKB�->OHBQ�3BDJBKQ>QFLK���4>ODBQFKD�c

#EOLK�@LJ��>@@BPPBA�$B@BJ?BO���������

PJ>II ?RPFKBPP�@EOLK�@LJ �ABCFKB
J>OHBQ
PBDJBKQ>QFLK


Q>ODBQFKD
������E QJI�

��� X#E>MQBO���
�->OHBQFKD�">PF@P



BIBJBKQP� 7E>Q QEFP JB>KP FP QE>Q >K >IQBO>QFLK LC LKB BIBJBKQ FK

QEB J>OHBQFKD JFU TFII IFHBIV >IQBO QEB LQEBO BIBJBKQP >P TBII� 4EBV

>OB FKBUQOF@>?IV FKQBOOBI>QBA� . L J> QQBO QEB PFWB LC QEB ?RPFKBPP LO

LOD>KFW>QFLK� QEBOB TFII >IT >VP ?B > J>OHBQFKD JFU� 4EB J>OHBQFKD

JFU FP AFP@RPPBA FK JLOB ABQ>FI FK#E>MQBO �� ! ?OFBC LSBOSFBT FP

MOBPBKQBA�EBOB�

.=:�' 6G@:I>C<�' >M

Product

0OLAR@Q OBCBOP QL Q>KDF?IB� MEVPF@>I MOLAR@QP >P TBII >P QL FKQ>KDF?IB

PBOSF@BP� %U>JMIBP LC MOLAR@Q AB@FPFLKP FK@IRAB ABPFDK >KA PQVIFKD�

PFWBP� S>OFBQV� M>@H>DFKD� T>OO>KQFBP >KA DR>O>KQBBP� FKDOBAFBKQP�

NR>IFQV� P>CBQV� ?O>KA K>JB >KA FJ>DB� ?O>KA ILDL� >KA PRMMLOQ

PBOSF@BP� )K QEB @>PB LC > PBOSF@BP ?RPFKBPP� MOLAR@Q AB@FPFLKP >IPL

FK@IRAB QEB ABPFDK >KA ABIFSBOV LC QEB PBOSF@B� TFQE ABIFSBOV

#E>MQBO���
�->OHBQFKD�">PF@PX���



FK@IRAFKD PR@E QEFKDP >P @LKDBKF>IFQV� MOLJMQKBPP� >KA BCCF@FBK@V�

7FQELRQ QEB MOLAR@Q� KLQEFKD BIPB E>MMBKP� 0OLAR@Q >IPL FK@IRABP >

@LJM>KVaP�TB?PFQB�

Price

0OF@B FP TE>Q FQ TFII @LPQ CLO PLJBLKB QL ?RV QEB MOLAR@Q� !IQELRDE

QEB BU@E>KDB LC JLKBV FP TE>Q TB QO>AFQFLK>IIV @LKPFABO >P MOF@B�

QFJB >KA @LKSBKFBK@B PELRIA >IPL ?B @LKPFABOBA� %U>JMIBP LC

MOF@FKD AB@FPFLKP FK@IRAB MOF@FKD PQO>QBDV PBIB@QFLK �B�D��8=6CC:A

EG>8>C<>KA 8JHIDB:G H:<B:C I EG>8>C<	� OBQ>FI SBOPRP TELIBP>IB

MOF@FKD� @OBAFQ QBOJP� AFP@LRKQP� >KA QEB JB>KP LC J>HFKD LKIFKB

M>VJBKQP� #E>KKBI MOF@FKD L@@ROP TEBK AFCCBOBKQ MOF@BP >OB

@E>ODBA ABMBKAFKD LK TEBOB QEB @RPQLJBO MRO@E>PBP QEB MOLAR@Q�

! M>MBO J>KRC>@QROBO J>V @E>ODB AFCCBOBKQ MOF@BP CLO M>MBO

MRO@E>PBA ?V ?RPFKBPPBP� P@ELLI ?LLHPQLOBP� >KA IL@>I PQ>QFLKBOV

PQLOBP� #RPQLJBO PBDJBKQ MOF@FKD OBCBOP QL @E>ODFKD AFCCBOBKQ

MOF@BP CLO AFCCBOBKQ DOLRMP� ! IL@>I JRPBRJ J> V @E>ODB PQRABKQP

>KA�PBKFLO�@FQFWBKP�IBPP�CLO�>AJFPPFLK���

Promotion

( >SFKD QEB ?BPQ MOLAR@Q FK QEB TLOIA FP KLQ TLOQE JR@E FC MBLMIB

AL KLQ HKLT >?LRQ FQ� 4EFP FP QEB OLIB LC MOLJLQFLK_DBQQFKD QEB

T LOA LRQ� %U>JMIBP LC MOLJLQFLK>I >@QFSFQFBP FK@IRAB >ASBOQFPFKD

�FK@IRAFKD LK QEB )KQBOKBQ	� P>IBP MOLJLQFLK �B�D�� @LRMLKP�

��� 0EFIFM�+LQIBO�>KA�+BSFK�,>KB�+BIIBO��->O HBQFKD

->K>DBJBK Q��5MMBO�3>AAIB�2FSBO��.*��0 B>OPLK�0OBKQF@B

( >II������ 	������

��� X#E>MQBO���
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PTBBMPQ>HBP� >KA �
 CLO
 � P>IBP	� MBOPLK>I P>IBP� MR?IF@ OBI>QFLKP�

QO>AB PELTP� T B?FK>OP� SFABLP LK @LJM>KV TB?PFQBP >KA 9LR4R?B�

MR?IF@FQV� PL@F>I JBAF> PR@E >P &>@B?LLH >KA 4TFQQBO� >KA QEB

@LJM>KV TB?PFQB FQPBIC�1 DG9
D;
BDJ I= 8DBB JC>86I>DC� TEBOB

MBLMIB Q>IH QL B>@E LQEBO >?LRQ QEBFO BUMBOFBK@BP TFQE DLLAP >KA

PBOSF@BP� FP QEB JLPQ MLT BOCRI MOLJLQFLK LC >II ?B@>RPB QEB MBLMIB

TEL Q>IH >?LRQ MOLAR@QP >KA PBOSF@BP AL KLQ E>SB >KV @LJJBO @F>I

FKQBOBPQ�

Place

0I>@B FP >KLQEBO TLOA CLO AFPQOF?RQFLK� 4EB L?GB@QFSB FP QL E>SB

MOLAR@QP >KA PBOSF@BP >S>FI>?IB TEBOB @RPQLJBOP T>KQ QEBJ TEBK

QEBV T>KQ QEBJ� %U>JMIBP LC AB@FPFLKP J>AB CLO MI>@B FK@IRAB

FKSBKQLOV� QO>KPMLOQ>QFLK >OO>KDBJBKQP� @E>KKBI AB@FPFLKP �B�D��

J>HFKD QEB MOLAR@Q >S>FI>?IB QL @RPQLJBOP FK OBQ>FI PQLOBP LKIV	�

LOABO MOL@BPPFKD� T>OBELRPFKD� >KA TEBQEBO QEB MOLAR@Q TFII ?B

>S>FI>?IB LK > SBOV IFJFQBA �CBT OBQ>FIBOP LO TELIBP>IBOP	 LO BUQBKPFSB

�J>K V OBQ>FIBOP LO TELIBP>IBOP	 ?>PFP� ! @LJM>KVaP TB?PFQB FP >IPL

M>OQ�LC�QEB�AFPQOF?RQFLK�ALJ>FK�

Two Marketing Mixes

. L J> QQBO TE>Q QEB ?RPFKBPP LO LOD>KFW>QFLK� QEBOB TFII ?B >

J>OHBQFKD JFU� 4EB ?RPFKBPP LTKBO J>V KLQ QEFKH >?LRQ FQ FK QEBPB

PMB@FCF@ QBOJP� ?RQ FQ FP QEBOB KLKBQEBIBPP� (BOB FP >K BU>JMIB LC

ELT QEB J>OHBQFKD JFU @>K ?B @LKCFDROBA CLO > IL@>I )Q>IF>K

OBPQ>RO>KQ��@LKPRJBO�J>OHBQ	�

d *GD9J8I� %UQBKPFSB�PBIB@QFLK�LC�MFWW>��ELQ�>KA�@LIA�PR?

P>KATF@EBP��M>PQ>�>KA�JB>Q�AFKKBOP��P>I>AP��PLCQ�AOFKHP�>KA

#E>MQBO���
�->OHBQFKD�">PF@PX���



TFKB��ELJBJ>AB�F@B�@OB>J�>KA�?>HBOV�MOLAR@QP��QEB�?BPQ

PBOSF@B�FK�QLTK��>KA�COBB�ABIFSBOV�

d *G>8:� - LABO>QB��QEB�P>JB�MOF@B�FP�@E>ODBA�QL�>II�@RPQLJBO

PBDJBKQP�

d *GDBDI>DC�!AP�LK�IL@>I�O>AFL�PQ>QFLKP��TB?PFQBP��>KA�IL@>I

KBTPM>MBO��CIVBOP�MLPQBA�>OLRKA�QLTK��@LRMLKP�FK�6>I0>H

?LLHIBQP�QE>Q�>OB�J>FIBA�QL�QEB�IL@>I�>OB>��>�PMLKPLO�LC�QEB�IL@>I

IFQQIB�IB>DRB�QB>JP��>AP�>KA�@LRMLKP�FK�QEB�EFDE�P@ELLI

KBTPM>MBO��>KA�>�&>@B?LLH�MOBPBK@B�

d * A68:�/KB�OBPQ>RO>KQ�FP�IL@>QBA�@LKSBKFBKQIV�KB>O�QEB�@BKQBO

LC�QLTK�TFQE�MIBKQV�LC�LCC
PQOBBQ�M>OHFKD��)Q�FP�LMBK�RKQFI������

M�J��LK�T BBHA>VP�>KA�������M�J��LK�&OFA>VP�>KA�3>QROA>VP�

4EBOB�FP�>�AOFSB
QEOLRDE�CLO�Q>HBLRQ�LOABOP��>KA�QEBV�E>SB�>

PMB@F>I�>OO>KDBJBKQ�TFQE�>�IL@>I�M>OL@EF>I�P@ELLI�QL�MOLSFAB

MFWW>�CLO�IRK@E�LKB�A>V�MBO�TBBH�

( BOB FP >K BU>JMIB LC ELT QEB J>OHBQFKD JFU @LRIA ?B @LKCFDROBA

CLO�>�DOBBK�@IB>KFKD�PBOSF@BP�?RPFKBPP��?RPFKBPP�J>OHBQ	�

d *GD9J8I� 7FAB�O>KDB�LC�@IB>KFKD�PBOSF@BP�CLO�?RPFKBPPBP�>KA

LOD>KFW>QFLKP��3BOSF@BP�@>K�?B�TBBHIV�LO�?FT BBHIV��>KA�QEBV

@>K�?B�P@EBARIBA�AROFKD�QEB�A>V��BSBKFKD��TBBHBKAP��LO�PLJB

@LJ?FK>QFLK�QEBOBLC��/KIV�DOBBK�@IB>KFKD�MOLAR@QP�>KA

MOL@BPPBP�>OB�RPBA�

d *G>8:� - LABO>QB�QL�EFDE�ABMBKAFKD�LK�QEB�PBOSF@BP�OBNRBPQBA�

3LJB�MOF@B�AFP@LRKQFKD�FP�LCCBOBA�CLO�ILKD
QBOJ�@LKQO>@QP�

d *GDBDI>DC�!AP�LK�IL@>I�O>AFL�PQ>QFLKP��TB?PFQB�TFQE�SFABL

MOBPBKQ>QFLK��?RPFKBPP�@>OAP�QE>Q�>OB�IBCQ�FK�QEB�LCCF@BP�LC�IL@>I

?RPFKBPPBP�>KA�JBAF@>I�LCCF@BP��IL@>I�KBTPM>MBO�>ASBOQFPFKD�

&>@B?LLH�>KA�4TFQQBO�MOBPBK@B��QO>AB�PELT�>QQBKA>K@B��RKABO

@LKPFABO>QFLK�?RQ�SBOV�BUMBKPFSB	��>KA�AFOB@Q�J>FI�J>OHBQFKD

�TEBK�>K�LCCBO��>KKLRK@BJBKQ��OBJFKABO��LO�LQEBO�FQBJ�FP�PBKQ

QL�>K�BUFPQFKD�LO�MOLPMB@QFSB�@RPQLJBO	�

d * A68:�3BOSF@BP�>OB�MOLSFABA�>Q�QEB�@IFBKQaP�?RPFKBPP�PFQB��4EB

@IB>KFKD�PQ>CC�FP�O>AFL�AFPM>Q@EBA�

�� � X#E>MQBO���
�->OHBQFKD�">PF@P



The Marketing Environment

4EB B6G@:I>C< :C K>GDCB:C I FK@IRABP >II QEB C>@QLOP QE>Q >CCB@Q >

PJ>II ?RPFKBPP� 4EB>CI:GC6A B6G@:I>C< :C K>GDCB:C I OBCBOP QL QEB

@LJM>KV� FQP BUFPQFKD MOLAR@QP >KA PQO>QBDFBP� @RIQROB� PQOBKDQEP

>KA TB>HKBPPBP� FKQBOK>I OBPLRO@BP� @>M>?FIFQFBP TFQE OBPMB@Q QL

J>OHBQFKD� J>KRC>@QROFKD� >KA AFPQOF?RQFLK� >KA OBI>QFLKPEFMP TFQE

PQ>HBELIABOP �B�D�� LTKBOP� BJMILVBBP� FKQBOJBAF>OFBP� >KA

PRMMIFBOP	� 4EFP BKSFOLKJBK Q FP @LKQOLII>?IB ?V J>K>DBJBKQ� >KA FQ

TFII�MOBPBKQ�?LQE�QEOB>QP�>KA�LMMLOQRKFQFBP�

4EB :MI:GC6A B6G@:I>C< :C K>GDCB:C I JRPQ ?B RKABOPQLLA ?V QEB

?RPFKBPP FC FQ ELMBP QL MI>K FKQBIIFDBKQIV CLO QEB CRQROB� 4EFP

BKSFOLKJBK Q� KLQ @LKQOLII>?IB ?V J>K>DBJBKQ� @LKPFPQP LC QEB

CLIILTFKD�@LJMLKBKQP�

d -D8>6A�;68IDGH�&LO�BU>JMIB��@RIQRO>I�>KA�PR?@RIQRO>I�S>IRBP�

>QQFQRABP��?BIFBCP��KLOJP��@RPQLJP��>KA�IFCBPQVIBP�

d �:BD<G 6E=>8H�&LO�BU>JMIB��MLMRI>QFLK�DOLTQE��>DB��DBKABO�

BQEKF@FQV��O>@B��BAR@>QFLK��>KA�J>OFQ>I�PQ>QRP�

d � 8DCDB>8�:CK>GDCB:C I� &LO�BU>JMIB��FK@LJB�AFPQOF?RQFLK�

?RVFKD�MLT BO�>KA�TFIIFKDKBPP�QL�PMBKA��B@LKLJF@�@LKAFQFLKP�

QO>AFKD�?IL@P��>KA�QEB�>S>FI>?FIFQV�LC�K>QRO>I�OBPLRO@BP�

d * DA>I>86A�6C9�A:<6A�;68IDGH�&LO�BU>JMIB��OBDRI>QLOV

BKSFOLKJBK Q��OBDRI>QLOV�>DBK@FBP��>KA�PBIC
OBDRI>QFLK�

d . :8=CDAD<N� &LO�BU>JMIB��QEB�K>QROB�>KA�O>QB�LC�QB@EKLILDF@>I

@E>KDB�

d �DB E:I>I>DC�&LO�BU>JMIB��BUFPQFKD�CFOJP��MLQBKQF>I

@LJMBQFQLOP��?>OD>FKFKD�MLT BO�LC�?RVBOP�>KA�PRMMIFBOP��>KA

PR?PQFQRQBP���

��� 0EFIFM�+LQIBO�>KA�+BSFK�,>KB�+BIIBO��->O HBQFKD

->K>DBJBK Q��5MMBO�3>AAIB�2FSBO��.*��0 B>OPLK�0OBKQF@B

( >II������ 	�����^���
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d � I=>8H�&LO�BU>JMIB��>MMOLMOF>QB�@LOMLO>QB�>KA�BJMILVBB

?BE>SFLO�

.=:�' 6G@:I>C<�� CK>GDCB:C I

3J>II ?RPFKBPPBP >OB M>OQF@RI>OIV SRIKBO>?IB QL @E>KDBP FK QEB

BUQBOK>I J>OHBQFKD BKSFOLKJBK Q ?B@>RPB QEBV AL KLQ E>SB JRIQFMIB

MOLAR@Q >KA PBOSF@B LCCBOFKDP >KA�LO CFK>K@F>I OBPLRO@BP QL FKPRI>QB

QEBJ� ( LT BSBO� QEFP SRIKBO>?FIFQV FP LCCPBQ QL PLJB ABDOBB ?V PJ>II

?RPFKBPPBP ?BFKD FK > PQOLKD MLPFQFLK QL J>HB NRF@H >AGRPQJBKQP QL

QEBFO PQO>QBDFBP FC QEB KBBA >OFPBP� 3J>II ?RPFKBPPBP >OB >IPL FAB>IIV

PRFQBA QL Q>HB >AS>KQ>DB LC LMMLOQRKFQFBP FK > @E>KDFKD BUQBOK>I

BKSFOLKJBK Q ?B@>RPB QEBV >OB JLOB KFJ?IB QE>K I>ODB @LOMLO>QFLKP

QE>Q @>K DBQ ?LDDBA ALTK FK QEB IBQE>ODV >KA FKBOQF> LC QEBFO

?ROB>R@O>@FBP�
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Marketing Strategy versus Marketing
Management

4EB AFCCBOBK@B ?BQT BBK J>OHBQFKD PQO>QBDV >KA J>OHBQFKD

J>K>DBJBKQ FP >K FJMLOQ>KQ LKB�' 6G@:I>C< HIG6I:< N FKSLISBP

PBIB@QFKD LKB LO JLOB Q>ODBQ J>OHBQP� AB@FAFKD ELT QL AFCCBOBKQF>QB

>KA MLPFQFLK QEB MOLAR@Q LO QEB PBOSF@B� >KA @OB>QFKD >KA

J>FKQ>FKFKD > J>OHBQFKD JFU QE>Q TFII ELMBCRIIV MOLSB PR@@BPPCRI

TFQE QEB PBIB@QBA Q>ODBQ J>OHBQ�P	_>II TFQEFK QEB @LKQBUQ LC

J>OHBQFKD L?GB@QFSBP�� >;;:G:C I>6I>DCFKSLISBP > @LJM>KVaP BCCLOQP QL

PBQ FQP MOLAR@Q LO PBOSF@B >M>OQ COLJ QEB @LJMBQFQFLK�* DH>I>DC>C<

bBKQ>FIP MI>@FKD QEB ?O>KA ;TEBQEBO PQLOB� MOLAR@Q� LO PBOSF@B< FK

QEB @LKPRJBOaP JFKA FK OBI>QFLK QL LQEBO @LJMBQFKD MOLAR@QP� ?>PBA

LK MOLAR@Q QO>FQP >KA ?BKBCFQP QE>Q >OB OBIBS>KQ QL QEB @LKPRJBO�c��

3BDJBKQ>QFLK� Q>ODBQ J>OHBQ� AFCCBOBKQF>QFLK� >KA MLPFQFLKFKD >OB

AFP@RPPBA�FK�DOB>QBO�ABQ>FI�FK#E>MQBO���

Key Takeaways

d ->O HBQFKD�FP�>�AFPQFKDRFPEFKD��RKFNRB�CRK@QFLK�LC�>�?RPFKBPP�

d ->O HBQFKD�FP�>?LRQ�ABIFSBOFKD�S>IRB�>KA�?BKBCFQP��@OB>QFKD

MOLAR@QP�>KA�PBOSF@BP�QE>Q�TFII�JBBQ�QEB�KBBAP�>KA�T>KQP�LC

@RPQLJBOP��MBOE>MP�BSBK�ABIFDEQFKD�QEBJ	�>Q�>�MOF@B�QEBV�>OB

TFIIFKD�QL�M>V�>KA�FK�MI>@BP�TEBOB�QEBV�>OB�TFIIFKD�QL�?RV�QEBJ�

)Q�FP�>IPL�>?LRQ�MOLJLQFLK��DBQQFKD�QEB�TLOA�LRQ�QE>Q�QEB

MOLAR@Q�LO�QEB�PBOSF@B�BUFPQP�

d 4EB�J>OHBQFKD�@LK@BMQ�E>P�DRFABA�?RPFKBPP�MO>@QF@B�PFK@B�QEB

��� $ >K>
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����P�

d #RPQLJBO�S>IRB�FP�QEB�AFCCBOBK@B�?BQT BBK�MBO@BFSBA�?BKBCFQP

>KA�MBO@BFSBA�@LPQP��4EBOB�>OB�AFCCBOBKQ�QVMBP�LC�@RPQLJBO

S>IRB��CRK@QFLK>I��PL@F>I��BMFPQBJF@��BJLQFLK>I��>KA�@LKAFQFLK>I�

d ->O HBQFKD�MI>VP�>�HBV�OLIB�FP�ABIFSBOFKD�S>IRB�QL�QEB�@RPQLJBO�

d ->O HBQ�PBDJBKQ>QFLK��Q>ODBQ�J>OHBQ��KF@EB�J>OHBQ��J>OHBQFKD

JFU��J>OHBQFKD�BKSFOLKJBK Q��J>OHBQFKD�J>K>DBJBKQ��>KA

J>OHBQFKD�PQO>QBDV�>OB�HBV�J>OHBQFKD�@LK@BMQP�

d 4EB�J>OHBQFKD�JFU��>IPL�HKLTK�>P�QEB�CLRO�0P��@LKPFPQP�LC

MOLAR@Q��MOF@B��MOLJLQFLK��>KA�MI>@B�

The Customer

)Q FP SBOV FJMLOQ>KQ FK J>OHBQFKD QL AFPQFKDRFPE ?BQT BBK QEB

@RPQLJBO >KA QEB @LKPRJBO� 4EB 8JHIDB:G� QEB MBOPLK LO QEB

?RPFKBPP QE>Q >@QR>IIV ?RVP > MOLAR@Q LO > PBOSF@B� TFII ABQBOJFKB

TEBQEBO > ?RPFKBPP PR@@BBAP LO C>FIP� )Q FP QE>Q PFJMIB� )Q ALBP KLQ

J> QQBO LKB FLQ> FC > ?RPFKBPP QEFKHP FQP MOLAR@Q LO PBOSF@B FP QEB

DOB>QBPQ QEFKD PFK@B PIF@BA ?OB>A FC KL LKB T>KQP QL ?RV FQ� 4EFP

FP TEV @RPQLJBOP MI>V PR@E > @BKQO>I OLIB FK J>OHBQFKD� TFQE

BSBOVQEFKD OBSLISFKD >OLRKA QEBFO KBBAP� T>KQP� >KA ABPFOBP� 7B PBB

QEB @RPQLJBO CL@RP FK QEB J>OHBQFKD @LK@BMQ� >KA TB PBB FQ FK QEB

J>OHBQFKD�JFU�
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4EB J>OHBQFKD JFU PELRIA CLIILT QEB ABQBOJFK>QFLK LC @RPQLJBO

KBBAP� T>KQP� >KA ABPFOBP� (LT BSBO� QEBOB >OB FKPQ>K@BP FK TEF@E >

MOLAR@Q FP @OB>QBA ?BCLOB QEB Q>ODBQ J>OHBQ FP PBIB@QBA >KA ?BCLOB

QEB OBPQ LC QEB J>OHBQFKD JFU FP ABPFDKBA� /KB T BII
HKLTK BU>JMIB

FP )SLOV 3L>M� 4EFP MOLAR@Q T>P @OB>QBA ?V >@@FABKQ� !FO T>P >IILT BA

QL TLOH FQP T>V FKQL QEB TEFQB PL>M JFUQROB QE>Q T>P ?BFKD @LLHBA�

4EB OBPRIQ T>P )SLOV 3L>M� > KBT >KA BUQO>LOAFK>OFIV PR@@BPPCRI

MOLAR@Q CLO 0OL@QBO � '>J?IB� �� - LPQ @LJM>KFBP AL KLQ E>SB QEFP

HFKA LC IR@H� QELRDE� PL > JLOB ABIF?BO>QB >MMOL>@E QL

RKABOPQ>KAFKD QEB @RPQLJBO FP @OFQF@>I QL ABPFDKFKD QEB OFDEQ

J>OHBQFKD�JFU�

4EB 8DCHJB:G FP QEB MBOPLK LO QEB @LJM>KV QE>Q RPBP LO

@LKPRJBP > MOLAR@Q� &LO BU>JMIB� QEB @RPQLJBO LC > AOV @IB>KFKD

PBOSF@B FP QEB MBOPLK TEL AOLMP LCC @ILQEBP� MF@HP QEBJ RM� >KA M>VP

CLO QEB PBOSF@B� 4EB @LKPRJBO FP QEB MBOPLK TEL TB>OP QEB @ILQEBP�

!KLQEBO BU>JMIB FP > CLLA PBOSF@B QE>Q @>QBOP ?RPFKBPP BSBKQP� 4EB

MBOPLK TEL LOABOP IRK@E LK ?BE>IC LC QEB @LJM>KV FP QEB @RPQLJBO�

4EB MBLMIB TEL B>Q QEB IRK@E >OB QEB @LKPRJBOP� 4EB MBOPLK TEL

PBIB@QP QEB @>QBOFKD PBOSF@B @LRIA ?B BFQEBO LO ?LQE� )Q FP @LJJLK

��� b( FPQLOV�LC�)SLOV�3L>M�c�%PPLOQJBKQ�@LJ��>@@BPPBA

$B@BJ?BO����������T T T �BPPLOQJBKQ�@LJ �EFPQLOV
FSLOV
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CLO QEB @RPQLJBO >KA QEB @LKPRJBO QL ?B QEB P>JB MBOPLK� ?RQ QEFP

PELRIA KLQ ?B >PPRJBA CLO >II FKPQ>K@BP� 4EB @E>IIBKDB FP AB@FAFKD

TEBQEBO QL J>OHBQ QL QEB @RPQLJBO LO QEB @LKPRJBO_LO MBOE>MP

?LQE�

Customer Markets

4EBOB >OB QT L J>GLO QVMBP LC @RPQLJBO J>OHBQP�� JH>C:HH
ID


7JH>C:HH ���� � @RPQLJBOP >KA FKAFSFAR>I @LKPRJBOP LO BKA RPBOP

�FKAFSFAR>I @LKPRJBO LO BKA RPBOP� JH>C:HH
ID
8DCHJB:G ����� 	�

"�" @RPQLJBOP >OB LOD>KFW>QFLKP PR@E >P @LOMLO>QFLKP� PJ>II

?RPFKBPPBP� DLSBOKJBKQ >DBK@FBP� TELIBP>IBOP� OBQ>FIBOP� >KA

KLKMOLCFQ LOD>KFW>QFLKP� PR@E >P ELPMFQ>IP� RKFSBOPFQFBP� >KA

JRPBRJP� )K QBOJP LC ALII>O SLIRJB� QEB "�" J>O HBQ FP TEBOB QEB

>@QFLK FP� -LOB ALII>OP >KA MOLAR@QP @E>KDB E>KAP FK P>IBP QL

?RPFKBPP ?RVBOP QE>K QL FKAFSFAR>I @LKPRJBOP LO BKA RPBOP��� 4EB

"�" J>O HBQ LCCBOP J>KV LMMLOQRKFQFBP CLO QEB PJ>II ?RPFKBPP�

%U>JMIBP LC "�" MOLAR@QP FK@IRAB LCCF@B PRMMIFBP >KA CROKFQROB�

J>@EFKBOV� FKDOBAFBKQP CLO CLLA MOBM>O>QFLK� QBIBMELKB >KA @BII

MELKB�PBOSF@B��>KA�ABIFSBOV�PBOSF@BP�PR@E�>P�&BA%U�LO�503�

4EB "�# J>O HBQ @LKPFPQP LC MBLMIB TEL ?RV CLO QEBJPBISBP� QEBFO

ELRPBELIAP� COFBKAP� @LT LOHBOP� LO LQEBO KLK
?RPFKBPP
OBI>QBA

MROMLPBP� %U>JMIBP LC "�# MOLAR@QP FK@IRAB @>OP� ELRPBP� @ILQEFKD�

CLLA� QBIBMELKB >KA @BII MELKB PBOSF@B� @>?IB QBIBSFPFLK PBOSF@B� >KA

JB AF@>I PBOSF@BP� /MMLOQRKFQFBP FK QEFP J>OHBQ >OB MIBKQFCRI CLO PJ>II

?RPFKBPPBP� ! T>IH ALTK ->FK 3 QOBBQ >KA > SFPFQ QL QEB )KQBOKBQ >OB

QBPQ>JBKQP�QL�QEFP�C>@Q�

��� 0EFIFM�+LQIBO�>KA�+BSFK�,>KB�+BIIBO��->O HBQFKD

->K>DBJBK Q��5MMBO�3>AAIB�2FSBO��.*��0 B>OPLK�0OBKQF@B

( >II������ 	������
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Understanding the Customer

4EB ?BQQBO > PJ>II ?RPFKBPP RKABOPQ>KAP FQP @RPQLJBOP� QEB ?BQQBO

LCC FQ TFII ?B� )Q FP KLQ B>PV� >KA FQ Q>HBP QFJB� ?RQ HKLTFKD TEL QEB

@RPQLJBOP >OB� TEBOB QEBV @LJB COLJ� TE> Q QEBV IFHB >KA AFPIFHB�

>KA TE>Q J>HBP QEBJ QF@H TFII ?B LC FJJB>PRO>?IB S>IRB FK

ABPFDKFKD > PR@@BPPCRI J>OHBQFKD JFU� "BFKD FKQRFQFSB @>K >KA ALBP

T LOHe?RQ KLQ CLO BSBOVLKB >KA KLQ >II QEB QFJB� ! JLOB PVPQBJ>QF@

>KA QELOLRDE >MMOL>@E QL RKABOPQ>KAFKD QEB @RPQLJBO J>HBP

JR@E JLOB PBKPB� 4EB MOL?IBJ FP QE>Q J>KV FC KLQ JLPQ PJ>II

?RPFKBPPBP MOL?>?IV AL KLQ Q>HB QEB QFJB QL AL TE>Q FQ Q>HBP QL

RKABOPQ>KA QEBFO @RPQLJBOP� 4EFP FP >K FJMLOQ>KQ M>OQ LC QEB OB>PLK

TEV�PL�J>KV�PJ>II�?RPFKBPPBP�C>FI�

Consumer Behavior

�DCHJB:G 7:=6 K>DG_bELT FKAFSFAR>IP� DOLRMP� >KA LOD>KFW>QFLKP

PBIB@Q� ?RV� RPB� >KA AFPMLPB LC DLLAP� PBOSF@BP� FAB>P� LO

BUMBOFBK@BP QL P>QFPCV QEBFO KBBAP >KA T>KQPc�� _FP QEB OBPRIQ LC >

@LJMIBU FKQBOMI>V LC C>@QLOP� KLKB LC TEF@E > PJ>II ?RPFKBPP @>K

@LKQOLI� 4EBPB C>@QLOP @>K ?B DOLRMBA FKQL CLRO @>QBDLOFBP�E:GHDC6A

;68IDGH� HD8>6A ;68IDGH� EHN8=DAD<>86A DG >C9>K>9J6A ;68IDGH� >KA

H>IJ6 I>DC6A ;68IDGH� )Q FP FJMLOQ>KQ QE>Q PJ>II
?RPFKBPP LTKBOP >KA

J>K>DBOP�IB>OK�TE>Q�QEBPB�C>@QLOP�>OB�

d * :GHDC6A�;68IDGH�!DB��DBKABO��O>@B��BQEKF@FQV��L@@RM>QFLK�

FK@LJB��>KA A>;:
8N 8A:�HI6<: �TEBOB�>K�FKAFSFAR>I�FP�TFQE

��� 0EFIFM�+LQIBO�>KA�+BSFK�,>KB�+BIIBO��->O HBQFKD

->K>DBJBK Q��5MMBO�3>AAIB�2FSBO��.*��0 B>OPLK�0OBKQF@B

( >II������ 	������
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OBPMB@Q�QL�M>PP>DB�QEOLRDE�QEB�AFCCBOBKQ�ME>PBP�LC�IFCB��B�D��

PFKDIB��J>OOFBA�TFQELRQ�@EFIAOBK��BJMQV�KBPQBO��>KA�TFALT�LO

TFALT BO	��&LO�BU>JMIB��>���
 VB>O
LIA�DFOI�TFII�E>SB�AFCCBOBKQ

MRO@E>PFKD�E>?FQP�@LJM>OBA�QL�>���
 VB>O
LIA�J>OOFBA�@>OBBO

T LJ>K�

d -D8>6A�;68IDGH�#RIQROB��PR?@RIQROB��PL@F>I�@I>PP��C>JFIV��>KA

G:; :G:C8:�<GDJEH�>KV�>KA�>II�DOLRMP�QE>Q�E>SB�>�AFOB@Q�;C>@B


QL
C>@B<�LO�FKAFOB@Q�FKCIRBK@B�LK�>�MBOPLKaP�>QQFQRABP�>KA

?BE>SFLO��B�D���C>JFIV��COFBKAP��KBFDE?LOP��MOLCBPPFLK>I�DOLRMP

;FK@IRAFKD�LKIFKB�DOLRMP�PR@E�>P�,FKHBA)K<��@LT LOHBOP��>KA

PL@F>I�JBAF>�PR@E�>P�&>@B?LLH�>KA�4TFQQBO	��� &LO�BU>JMIB��FQ

FP�@LJJLK�C LO�RP�QL�RPB�QEB�P>JB�?O>KAP�LC�MOLAR@QP�QE>Q�TB

DOBT�RM�TFQE��>KA�COFBKAP��BPMB@F>IIV�TEBK�TB�>OB�VLRKDBO	

E>SB�>�PQOLKD�FKCIRBK@B�LK�TE>Q�>KA�TEBOB�TB�?RV��4EFP

OBCIB@QP�QEB�MLT BOCRI�FKCIRBK@B�QE>Q�C>JFIV�E>P�LK�@LKPRJBO

?BE>SFLO�

d * HN8=DAD<>86A�DG�>C9>K>9J6A�;68IDGH�- LQFS>QFLK�E:G8:EI>DC

�ELT�B>@E�MBOPLK�PBBP��EB>OP��QLR@EBP��>KA�PJBIIP�>KA�QEBK

FKQBOMOBQP�QEB�TLOIA�>OLRKA�EFJ�LO�EBO	��IB>OKFKD��>QQFQRABP�

MBOPLK>IFQV��>KAH:A;
8DC8:EI �ELT�T B�PBB�LROPBISBP�>KA�ELT

T B�TLRIA�IFHB�LQEBOP�QL�PBB�RP	��7 EBK�PELMMFKD�CLO�>�@>O��QEB

bQERAc�PLRKA�LC�>�ALLO�FP�MBO@BFSBA�>P�EFDE�NR>IFQV�TEBOB>P�>

bQFKKVc�PLRKA�FP�KLQ�

d - >IJ6 I>DC6A�;68IDGH�4EB�OB>PLK�CLO�MRO@E>PB��QEB�QFJB�TB�E>SB

>S>FI>?IB�QL�PELM�>KA�?RV��LRO�JLLA��>�MBOPLK�FK�>�DLLA�JLLA

TFII�PELM�>KA�?RV�AFCCBOBKQIV�@LJM>OBA�QL�>�MBOPLK�FK�>�?>A

JLLA	��>KA�QEBH=DEE>C<�:CK>GDCB:C I �B�D���ILRA�LO�PLCQ�JRPF@�

@IRQQBOBA�LO�KB>Q�JBO@E>KAFPB�AFPMI>VP��IFDEQFKD�NR>IFQV��>KA

COFBKAIV�LO�ORAB�EBIM	��!�PELMMBO�JFDEQ�?RV�>�EFDEBO�NR>IFQV

��� !A>MQBA�COLJ�0 EFIFM�+LQIBO�>KA�+BSFK�,>KB�+BIIBO�

->O HBQFKD�->K>DBJBKQ��5MMBO�3>AAIB�2FSBO��.*��0 B>OPLK

0OBKQF@B�( >II������ 	������
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?LU�LC�@>KAV�>P�>�DFCQ�CLO�EBO�?BPQ�COFBKA�QE>K�PEB�TLRIA�?RV

CLO�EBOPBIC��!�ORAB�P>IBP�@IBOH�JFDEQ�OBPRIQ�FK�>�PELMMBO�T>IHFKD

>T >V�TFQELRQ�J>HFKD�>�MRO@E>PB�

4EBPB C>@QLOP >II TLOH QLDBQEBO QL FKCIRBK@B > CFSB
PQ>DB ?RVFKD


AB@FPFLK MOL@BPP �b&FSB 3Q>DBP LC QEB #LKPRJBO "RVFKD 0OL@BPPc	�

QEB PMB@FCF@ TLOHFKDP LC TEF@E >OB RKFNRB QL B>@E FKAFSFAR>I� 4EFP

FP > DBKBO>IFWBA MOL@BPP� .LQ >II @LKPRJBOP TFII DL QEOLRDE B>@E

PQ>DB CLO BSBOV MRO@E>PB� >KA PLJB PQ>DBP J>V Q>HB JLOB QFJB >KA

BCCLOQ QE>K LQEBOP ABMBKAFKD LK QEB QVMB LC MRO@E>PB AB@FPFLK QE>Q

FP FKSLISBA��� +KLTFKD >KA RKABOPQ>KAFKD QEB @LKPRJBO AB@FPFLK

MOL@BPP MOLSFABP > PJ>II ?RPFKBPP TFQE ?BQQBO QLLIP CLO ABPFDKFKD

>KA�FJMIBJBKQFKD�FQP�J>OHBQFKD�JFU�

 >K:�- I6<:H�D;�I=:��DCHJB:G�� JN>C<�*GD8:HH

��� $ >K>
.F@LIBQ>�,>P@R�>KA�+BKKBQE�%��#ILT ��%PPBKQF>IP�LC

->O HBQFKD��->PLK��/(��! QLJF@�$LD�0R?IFPEFKD������	�

����
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- I6<: �:H8G>EI>DC �M6B EA:

�� *GD7A:B
G:8D<C>I>DC

" RVBO�OB@LDKFWBP�>
MOL?IBJ�LO�KBBA�

*L>KKBaP�I>MQLM�GRPQ�@O>PEBA��?RQ
PEB�QEFKHP�FQ�@>K�?B�CFUBA��3EB
KBBAP�FQ�NRF@HIV�

�� #C;DGB6I>DC
H:6G8=

" RVBO�PB>O@EBP�CLO
BUQBKPFSB�LO
IFJFQBA
FKCLOJ>QFLK
ABMBKAFKD�LK�QEB
OBNRFOBJBKQP�LC
QEB�PFQR>QFLK��4EB
PLRO@BP�J>V�?B
MBOPLK>I��B�D��
C>JFIV�LO�COFBKAP	�
@LJJBO @F>I��B�D��
>ASBOQFPFKD�LO
T B?PFQBP	��MR?IF@
�B�D���J>PP�JBAF>
LO�@LKPRJBO
O>QFKD
LOD>KFW>QFLKP	��LO
BUMBOFBKQF>I��B�D��
E>KAIFKD�LO
BU>JFKFKD�QEB
MOLAR@Q	�

*L>KKB�FP�SBOV�HKLT IBADB>?IB
>?LRQ�@LJMRQBOP��?RQ�PEB
@>KKLQ�CFU�QEBJ��3EB�KBBAP�QL
CFKA�LRQ�>?LRQ�QEB�@LJMRQBO
OBM>FO�LMQFLKP�FK�EBO�>OB>��3EB
>PHP�COFBKAP�CLO
OB@LJJBKA> QFLKP��@EB@HP�LRQ
QEB�VBIILT�M>DBP��ALBP�>�'LLDIB
PB>O@E��AO>TP�LK�EBO�LTK
BUMBOFBK@B��>KA�>PHP�EBO
ERP?>KA�

�� � K6AJ6I>DC�D;
6AI:GC6I>K:H

" RVBO�@LJM>OBP
AFCCBOBKQ�?O>KAP�
PBOSF@BP��>KA
OBQ>FIBOP��4EBOB�FP
KL�RKFSBOP>I
MOL@BPP�QE>Q
BSBOVLKB�RPBP�

*L>KKB�HKLTP�QE>Q�@LJMRQBO
OBM>FO�PBOSF@BP�>OB�>S>FI>?IB�>Q
QEB�KB>O?V�#FO@RFQ�0I>@B�>KA
#LJMRQBO�#FQV�PQLOBP�
5KCLOQRK>QBIV��PEB�E>P�E>A�?>A
BUMBOFBK@BP�>Q�?LQE��(BO
ERP?>KA��$>SFA��OB@BKQIV�QLLH
EFP�I>MQLM�QL�>�PJ>II�@LJMRQBO
OBM>FO�PELM�FK�QLTK�QE>Q�E>P
?BBK�FK�?RPFKBPP�CLO�IBPP�QE>K�>
VB>O��( B�T>P�SBOV�MIB>PBA�
*L>KKB�@EB@HP�LRQ�QEBFO�TB?PFQB
>KA�FP�FJMOBPPBA�?V�QEB�SBOV
MLPFQFSB�OBSFBTP��. LKB�LC�EBO
COFBKAP�@LRIA�OB@LJJBKA
>KVLKB�

�� *JG8=6H:
9:8>H>DC

" RVBO�J>HBP�>
@ELF@B�

*L>KKB�AB@FABP�QL�Q>HB�EBO
@LJMRQBO�QL�QEB�PJ>II�OBM>FO
PELM�FK�QLTK�

��� X#E>MQBO���
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- I6<: �:H8G>EI>DC �M6B EA:

�� * DHIEJG8=6H:
7:=6 K>DG

( LT�QEB�?RVBO
CBBIP�>?LRQ�QEB
MRO@E>PB�>KA�TE>Q
EB�LO�PEB�ALBP�LO
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3LRO@B�FK�CLLQKLQBP��

Business Buying Behavior

5KABOPQ>KAFKD ELT ?RPFKBPPBP J>HB QEBFO MRO@E>PFKD AB@FPFLKP FP

@OFQF@>I QL PJ>II ?RPFKBPPBP QE>Q J>OHBQ QL QEB ?RPFKBPP PB@QLO�

0RO@E>PBP ?V > ?RPFKBPP >OB JLOB @LJMIF@>QBA QE>K MRO@E>PBP ?V

PLJBLKB J>HFKD > MBOPLK>I MRO@E>PB �"�#	� "�" MRO@E>PBP S>OV

>@@LOAFKD QL ALII>O >JLRKQ� QEB MBLMIB FKSLISBA FK QEB AB@FPFLK

MOL@BPP� >KA QEB >JLRKQ LC QFJB KBBABA QL J>HB QEB AB@FPFLK�� � >KA

��� 0EFIFM�+LQIBO�>KA�+BSFK�,>KB�+BIIBO��->O HBQFKD

->K>DBJBK Q��5MMBO�3>AAIB�2FSBO��.*��0 B>OPLK�0OBKQF@B

( >II������ 	�������$ >K>
.F@LIBQ>�,>P@R�>KA�+BKKBQE�%�

#IL T ��%PPBKQF>IP�LC�->OHBQFKD��->PLK��/(��! QLJF@�$LD

0R?IFPEFKD������	����� ^ �� �

� �� $ >K>
.F@LIBQ>�,>P@R�>KA�+BKKBQE�%��#ILT ��%PPBKQF>IP�LC

#E>MQBO���
�->OHBQFKD�">PF@PX���



QEBV FKSLISB b> JR@E JLOB @LJMIBU TB? LC FKQBO>@QFLKP ?BQT BBK

MOLPMB@QP >KA SBKALOP FK TEF@E QEB >@QR>I QO>KP>@QFLK OBMOBPBKQP

LKIV�>�PJ>II�M>OQ�LC�QEB�BKQFOB�MRO@E>PB�MOL@BPP�c� �

4EB FKAFSFAR>I LO QEB DOLRM QE>Q J>HBP QEB "�" ?RVFKD AB@FPFLKP

FP OBCBOOBA QL >P QEB7JN>C< 8:CI:G� 4EB ?RVFKD @BKQBO @LKPFPQP LC

b>II QELPB FKAFSFAR>IP >KA DOLRMP TEL M>OQF@FM>QB FK QEB MRO@E>PFKD

AB@FPFLK
J>HFKD MOL@BPP� TEL PE>OB PLJB @LJJLK DL>IP >KA QEB

OFPHP >OFPFKD COLJ QEB AB@FPFLK�c�� 4EB ?RVFKD @BKQBO FK > PJ>II

?RPFKBPP @LRIA ?B >P PJ>II >P LKB MBOPLK SBOPRP QEB QT BKQV LO JLOB

MBLMIB FK QEB ?RVFKD @BKQBO LC > I>ODB @LOMLO>QFLK� 2BD>OAIBPP LC QEB

PFWB LC QEB ?RVFKD @BKQBO� ELT BSBO� QEBOB >OB PBSBK AFPQFK@Q OLIBP�

FKFQF>QLO� D>QBHBBMBO� RPBO� MRO@E>PBO LO ?RVBO� AB@FABO� >MMOLSBO�

>KA FKCIRBK@BO��� /KB MBOPLK @LRIA MI>V JRIQFMIB OLIBP� QEBOB @LRIA

->O HBQFKD��->PLK��/(��! QLJF@�$LD�0R?IFPEFKD������	�

�� � �

� �� " FII�&ROILKD��b(LT�QEB�)KQBOKBQ�)P�4O>KPCLOJFKD�"�"

->O HBQFKD�c�"O>KA. BT " RPFKBPPBP�@LJ��>@@BPPBA

$B@BJ?BO����������T T T �?O>KAKBT?RPFKBPPBP�@LJ �

. BTPIBQQBO!RDRPQ����!��>PM U�
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( >II�
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->O HBQFKD�->K>DBJBKQ��5MMBO�3>AAIB�2FSBO��.*��0 B>OPLK
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��� 0EFIFM�+LQIBO�>KA�+BSFK�,>KB�+BIIBO��->O HBQFKD
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?B JRIQFMIB MBLMIB FK > PFKDIB OLIB� >KA QEB OLIBP @LRIA @E>KDB LSBO

QFJB�>KA�>@OLPP�AFCCBOBKQ�MRO@E>PB�PFQR>QFLKP�

�� #C>I>6IDG��4EB�MBOPLK�TEL�OBNRBPQP�QE>Q�PLJBQEFKD�?B

MRO@E>PBA�

�� !6 I:@::E:G ��4EB�MBOPLK�OBPMLKPF?IB�CLO�QEB�CILT�L C

FKCLOJ>QFLK�QL�QEB�?RVFKD�@BKQBO��4EFP�@LRIA�?B�QEB�PB@OBQ>OV

LO�QEB�OB@BMQFLKFPQ�QE>Q�P@OBBKP�@>IIP�>KA�MOBSBKQP�P>IBPMBLMIB

COLJ�>@@BPPFKD�RPBOP�LO�AB@FABOP��"V�E>SFKD�@LKQOLI�LSBO

FKCLOJ>QFLK��QEB�D>QBHBBMBO�E>P�>�J>GLO�FJM>@Q�LK�QEB

MRO@E>PFKD�MOL@BPP�

�� / H:G��4EB�MBOPLK�FK�>�@LJM>KV�TEL�RPBP�>�MOLAR@Q�LO�Q>HBP

>AS>KQ>DB�LC�>�PBOSF@B�

�� *JG8=6H:G�DG�7JN:G��4EB�MBOPLK�TEL�J>HBP�QEB�>@QR>I

MRO@E>PB�

�� �:8>9:G ��4EB�MBOPLK�TEL�AB@FABP�LK�MOLAR@Q�OBNRFOBJBKQP�
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FKCIRBK@BO�J>V�>PPFPQ�FK�QEB�MOBM>O>QFLK�LC�MOLAR@Q�LO�PBOSF@B
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4EB "�" MRO@E>PFKD MOL@BPP CLO >KV PJ>II ?RPFKBPP TFII ?B PLJB

S>OF>QFLK LC QEB MOL@BPP ABP@OF?BA FK b4EB "�" " RVFKD 0OL@BPPc� 4EB

PMB@FCF@P LC QEB MOL@BPP TFII ABMBKA LK QEB K>QROB LC MOLAR@Q� QEB

PFJMIF@FQV LC QEB AB@FPFLK QL ?B J>AB� >KA QEB KRJ?BO LC MBLMIB

FKSLISBA� #IB>OIV QEB MRO@E>PFKD MOL@BPP CLO > PFKDIB
MBOPLK

?RPFKBPP TFII ?B JR@E PFJMIBO QE>K CLO > JRIQFMOLAR@Q ?RPFKBPP LC

����BJMIL VBBP�

The Customer Experience

Customer experience is one of the gr eat fr ontier s for

innovation ��^�*BKB>KKB�2>B��

�JHIDB:G :ME:G>:C8: OBCBOP QL > @RPQLJBOaP BKQFOB FKQBO>@QFLK TFQE

> @LJM>KV LO >K LOD>KFW>QFLK� 4EB BUMBOFBK@B TFII O>KDB COLJ

MLPFQFSB QL KBD>QFSB� >KA FQ ?BDFKP TEBK >KV MLQBKQF>I @RPQLJBO

E>P @LKQ>@Q TFQE >KV >PMB@Q LC > ?RPFKBPPaP MBOPLK>_QEB @LJM>KVaP

J>OHBQFKD� >II OBMOBPBKQ>QFLKP LC QEB QLQ>I ?O>KA� >KA TE>Q LQEBOP

P>V�>?LRQ�QEB�BUMBOFBK@B�LC�TLOHFKD�TFQE�QEB�?RPFKBPP���

%PPBKQF>IP�LC�->OHBQFKD��->PLK��/(��! QLJF@�$LD

0R?IFPEFKD������	�����^���

��� *BKB>KKB�2>B��b4EB�)JMLOQ>K@B�LC�'OB>Q�#RPQLJBO

%UMBOFBK@BPe!KA�QEB�"BPQ�7>VP�QL�$BIFSBO�4EBJ�c
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Customer Experience in the B2C Market

#RPQLJBOP TFII BUMBOFBK@B JRIQFMIBIDJ8=ED>CIH �F�B�� >II QEB

@LJJRKF@>QFLK� ERJ>K� >KA MEVPF@>I FKQBO>@QFLKP QE>Q @RPQLJBOP

BUMBOFBK@B AROFKD QEBFO OBI>QFLKPEFM IFCB @V@IB TFQE > PJ>II

?RPFKBPP	�� AROFKD QEBFO SFPFQ� )K > OBQ>FI PFQR>QFLK� > @RPQLJBO TFII

BUMBOFBK@B QEB PQLOB ABPFDK >KA I>VLRQ� QEB JBO@E>KAFPB QE>Q FP

@>OOFBA >KA ELT FQ FP AFPMI>VBA� QEB @LILOP� PLRKAP� >KA P@BKQP FK

QEB PQLOB� QEB @IB>KIFKBPP LC QEB PQLOB� QEB IFDEQFKD� QEB JRPF@� QEB

EBIMCRIKBPP LC QEB PQ>CC� >KA QEB MOF@BP� )K > ?RPFKBPP PFQR>QFLK� >

@RPQLJBO TFII BUMBOFBK@B QEB ABPFDK >KA I>VLRQ LC QEB OB@BMQFLK

>KA LCCF@B >OB>P� QEB @LILOP @ELPBK CLO @>OMBQFKD >KA CROKFQROB�

QEB COFBKAIFKBPP >KA EBIMCRIKBPP LC QEB OB@BMQFLK PQ>CC� >KA QEB

ABJB>KLO LC QEB MBOPLK LO MBLMIB QL ?B PBBK� 4EB BUMBOFBK@B >IPL

L@@ROP TEBK > @RPQLJBO @LJJRKF@>QBP TFQE > @LJM>KV SF>

QBIBMELKB� B
J>FI� QEB @LJM>KV TB?PFQB� >KA &>@B?LLH� 4TFQQBO� LO

LQEBO�PL@F>I�JBAF>�

The Role of Store Design in Customer
Experience

3QLOB ABPFDK MI>VP > SBOV FJMLOQ>KQ OLIB FK > @RPQLJBOaP BUMBOFBK@B�
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'LLA @RPQLJBO BUMBOFBK@BP bfr om the perspective of the

customere>OB RPBCRI �ABIFSBO S>IRB	� RP>?IB �J>HB FQ B>PV QL CFKA >KA

BKD>DB TFQE QEB S>IRB	� >KA BKGLV>?IB �BJLQFLK>IIV BKD>DFKD PL QE>Q

MBLMIB T>KQ QL RPB QEBJ	�c�� ! @RPQLJBO BUMBOFBK@B @>K ?B > LKB


QFJB L@@ROOBK@B TFQE > M>OQF@RI>O @LJM>KV� ?RQ BUMBOFBK@BP >OB

JLOB IFHBIV QL E>MMBK >@OLPP J>KV QFJB CO>JBP��� 4EB BUMBOFBK@B

?BDFKP >Q QEB MLFKQ LC KBBA >T >OBKBPP >KA BKAP >Q KBBA

BUQFK@QFLK���

"�# @RPQLJBO BUMBOFBK@BP >IPL FKSLISB BJLQFLK>I @LKKB@QFLKP�

7 EBK PJ>II ?RPFKBPPBP J>HB BJLQFLK>I @LKKB@QFLKP TFQE

@RPQLJBOP >KA MOLPMB@QP� QEBOB FP > JR@E DOB>QBO @E>K@B QL CLODB

?LKAP QE>Q TFII IB>A QL OBMB>Q >KA OBCBOO>I ?RPFKBPP� 7EBK > ?RPFKBPP

ALBP KLQ J>HB QELPB BJLQFLK>I @LKKB@QFLKP� > @RPQLJBO J>V DL

BIPBTEBOB LO J>V TLOH TFQE QEB ?RPFKBPP CLO QEB JLJBKQ_?RQ

KBSBO @LJB ?>@H >KA KLQ OBCBO LQEBO @RPQLJBOP LO @IFBKQP QL QEB

?RPFKBPP���

��� ( >OIBV�->KKFKD��b#RPQLJBO�%UMBOFBK@B�$BCFKBA�c

&LOOBPQBOaP�"ILDP��. LSBJ?BO�� ������� ��>@@BPPBA

$B@BJ?BO����������?ILDP�C LOOBPQBO�@LJ �E>OIBV=J>KKFKD

�M>DB�����
 �� 
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@RPQLJBO=BUMBOFBK@B=ABCFKBA��

��� ( >OIBV�->KKFKD��b#RPQLJBO�%UMBOFBK@B�$BCFKBA�c

&LOOBPQBOaP�"ILDP��. LSBJ?BO�� ������� ��>@@BPPBA

$B@BJ?BO����������?ILDP�C LOOBPQBO�@LJ �E>OIBV=J>KKFKD

�M>DB�����
 �� 
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@RPQLJBO=BUMBOFBK@B=ABCFKBA��

��� , VKK�( RKP>HBO��)KKLS>QFKD�3RMBOFLO�#RPQLJBO

%UMBOFBK@B��3RKKVS>IB��#!��#IB >O!@QFLK������ 	��B
?LLH�

>@@BPPBA�$B@BJ?BO����������T T T �@IB>O>@QFLK�?FW�

FKKLS>QFLK�
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->K V ?RPFKBPPBP J>V KLQ >MMOB@F>QB QE>Q �� MBO@BKQ LC >

@RPQLJBOaP BUMBOFBK@B FP >?LRQ ELT > @RPQLJBO CBBIP� %JLQFLKP @>K

AOFSB LO ABPQOLV S>IRB��� b#RPQLJBOP TFII DI>AIV M>V JLOB CLO >K

BUMBOFBK@B QE>Q FP KLQ LKIV CRK@QFLK>I ?RQ BJLQFLK>IIV OBT >OAFKD�

#LJM>KFBP PHFIIBA >Q RKIL@HFKD BJLQFLK>I FPPRBP >KA ?RFIAFKD

MOLAR@QP >KA PBOSF@BP >OLRKA QEBJ @>K TFABK QEBFO MOLCFQ

J>ODFKPe'OB>Q @RPQLJBO BUMBOFBK@BP >OB CRII LC PROMOFPFKD `TLTa

JLJBK QP�c��

3J>II ?RPFKBPPBP PELRIA IB>OK >KA QEFKH >?LRQ ELT QL J>OHBQ >

DOB>Q "�# @RPQLJBO BUMBOFBK@B� KLQ GRPQ > MOLAR@Q LO > PBOSF@B�� �

$BPFDK >K BUMBOFBK@B QE>Q FP BJLQFLK>IIV BKD>DFKD ?V J>MMFKD QEB

@RPQLJBOaP GLROKBV�� _>KA QEBK QEFKH LC T>VP QL MIB>PB� MBOE>MP

PJ>II ?RPFKBPPDOLTFKD�@LJ �DOLT 
@RPQLJBOP
>KA


OBCBOO>IP�

��� #LIFK�3E>T ��b%KD>DB�9LRO�#RPQLJBOP�%JLQFLK>IIV�QL

#OB>QB�!ASL@>QBP�c�#RPQLJBO4EFKH��3BMQBJ?BO�������� � �

>@@BPPBA�$B@BJ?BO����������T T T �@RPQLJBOQEFKH�@LJ �

>OQF@IB�BKD>DB=VLRO=@RPQLJBOP=BJLQFLK>IIV�

��� *BKB>KKB�2>B��b4EB�)JMLOQ>K@B�LC�'OB>Q�#RPQLJBO

%UMBOFBK@BPe!KA�QEB�"BPQ�7>VP�QL�$BIFSBO�4EBJ�c

" ILLJ?BOD�"RPFKBPP7 BBH��. LSBJ?BO��� ��������>@ @BPPBA

$B@BJ?BO����������T T T �" RPFKBPP7 BBH�@LJ �J>D>WFKB�

@LKQBKQ���=�� �?������� �EQJ�@E>K��PB>O@E�

� �� 3E>RK�3JFQE��b7 EBK�)P�>�3QLOB�. LQ�>�3QLOB_4EB�. BUQ

3Q>DB�LC�QEB�2BQ>FI�#RPQLJBO�%UMBOFBK@B�c

PE>RKPJFQE�@L�,QA��->O@E��������� ��>@@BPPBA�$B@BJ?BO

���������T T T �PJFQE@L@LKPRIQ>K@V�@LJ ����� ��� �TEBK
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BSBK ABIFDEQ� QEB @RPQLJBO >ILKD QE>Q GLROKBV� ! EFPQLOV LC PRPQ>FKBA

MLPFQFSB @RPQLJBO BUMBOFBK@BP TFII FK@OB>PB QEB @E>K@BP QE>Q >

?RPFKBPP�TFII�?B�@ELPBK�LSBO�FQP�@LJMBQFQFLK���

- B>KFKDCRI� JBJLO>?IB� CRK� RKRPR>I >KA RKBUMB@QBA

BUMBOFBK@BP FKCIRBK@B QEB T>V @RPQLJBOP MBO@BFSB VLR FK DBKBO>I

>KA CBBI >?LRQ VLR FK M>OQF@RI>O� 4EBPB IFQQIB ABQ>FIP >OB PL B>PV

QL LSBOILLH� PL QBJMQFKD QL ?ORPE LCC >P RKFJMLOQ>KQ� "RQ >AA >

KRJ?BO LC PBBJFKDIV JFKLO ABQ>FIP QLDBQEBO� >KA VLR BKA RM TFQE

PLJBQEFKD�LC�C>O�JLOB�S>IRB�QE>K�VLR�TLRIA�TFQELRQ�QEBJ�

)QaP QEB IFQQIB ABQ>FIP QE>Q HBBM > @RPQLJBO @LJFKD ?>@H LSBO >KA

LSBO� FQaP QEB IFQQIB ABQ>FIP QE>Q @>RPB > @RPQLJBO QL O>QFLK>IFWB M>VFKD

JLOB ?B@>RPB PEB CBBIP PEB FP DBQQFKD JLOB� FQaP QEB IFQQIB ABQ>FIP QE>Q

HBBM MBLMIB Q>IHFKD >?LRQ VLR >KA OB@LJJBKAFKD BSBOVLKB QEBV

HKLT�QL�VLR�

!K VLKB @>K AL QEB ?FD QEFKDP OFDEQ� FQaP QEB IFQQIB QEFKDP QE>Q

AFCCBOBKQF>QB LKB ?RPFKBPP COLJ >KLQEBO >KA QE>Q FKCIRBK@B

@RPQLJBOP QL @ELLPB LKB LSBO QEB LQEBO� /C QBK� PJ>II
?RPFKBPP

LTKBOP @RQ LRQ QEB IFQQIB ABQ>FIP TEBK QFJBP DBQ QLRDE� >KA QEFP FP >

?FD�JFPQ>HB���

#OB>QB�!ASL@>QBP�c�#RPQLJBO4EFKH��3BMQBJ?BO�������� � �

>@@BPPBA�$B@BJ?BO����������T T T �@RPQLJBOQEFKH�@LJ �

>OQF@IB�BKD>DB=VLRO=@RPQLJBOP=BJLQFLK>IIV�

��� *BKB>KKB�2>B��b4EB�)JMLOQ>K@B�LC�'OB>Q�#RPQLJBO

%UMBOFBK@BPe!KA�QEB�"BPQ�7>VP�QL�$BIFSBO�4EBJ�c

" ILLJ?BOD�"RPFKBPP7 BBH��. LSBJ?BO��� ��������>@ @BPPBA

$B@BJ?BO����������T T T �" RPFKBPP7 BBH�@LJ �J>D>WFKB�

@LKQBKQ���=�� �?������� �EQJ�@E>K��PB>O@E�

��� 3VAKBV�">OOLTP��b��7 >VP�QL�#OB>QB�>�-BJLO>?IB

#RPQLJBO�%UMBOFBK@B�c�%KQOBMOBKBRO��-> V��� ������ �

>@@BPPBA�$B@BJ?BO����������T T T �BKQOBMOBKBRO�@LJ �

>OQF@IB���� ��� �

#E>MQBO���
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4EBOB FP� ELT BSBO� KL LKB
PFWB
CFQP
>II ABPFDK CLO @RPQLJBO

BUMBOFBK@B FK QEB "�# J>OHBQ� 3J>II ?RPFKBPPBP S>OV FK QBOJP LC QEB

PFWB� FKARPQOV� >KA K>QROB LC QEB ?RPFKBPP� PL @RPQLJBO BUMBOFBK@B

MI>KKFKD >KA ABPFDK TFII KB@BPP>OFIV AFCCBO FK >@@LOA>K@B TFQE QEBPB

C>@QLOP� 4EB @RPQLJBO BUMBOFBK@B CLO > �
MBOPLK ?RPFKBPP TFII ?B

SBOV�AFCCBOBKQ�COLJ�>K�B UMBOFBK@B�TFQE�>����
BJMIL VBB�@LJM>KV�

Customer Experience in the B2B Market

Talk to customer experience executives in a B2B envir onment

about emotional engagement and you will see their eyes r oll.

Ask them if they would consider designing r etail stor es with

customized smell and music to r einforce the customer

experience and you will most lik ely be ushered out of their

offices. Mention the iP od or MySpace experience and you will

lik ely face a torrent of sighs and fr owns. ,FLO�!ORPPV��

#OB>QFKD @RPQLJBO OBI>QFLKPEFMP FK QEB "�" BKSFOLKJBK Q FP O>AF@>IIV

AFCCBOBKQ COLJ QEB "�# BK SFOLKJBK Q ?B@>RPB @RPQLJBOP C>@B

AFCCBOBKQ @E>IIBKDBP� OBPLRO@BP� >KA PRMMIFBOP��� )K QEB "�" T LOIA�

QEBOB TFII >IJLPQ >IT >VP ?B bJRIQFMIB MBLMIB >@OLPP JRIQFMIB

CRK@QFLKP TEL MI>V J>GLO OLIBP FK BS>IR>QFKD� PBIB@QFKD� J>K>DFKD�

��� ,FLO�!ORPPV��b#OB>QFKD�#RPQLJBO�%UMBOFBK@B�FK�"�"

2BI>QFLKPEFMP��->K>DFKD�`-RIQFMIB�#RPQLJBOPa�)P�QEB�+BV�c

'
#%-��>@ @BPPBA�$B@BJ?BO�����������T T T �D
@BJ�LOD�

BKD�@LKQBKQ=ABQ>FIP�GPM�@LKQBKQFA������PR?GB @QFA��� � �

��� ,FLO�!ORPPV��b#OB>QFKD�#RPQLJBO�%UMBOFBK@B�FK�"�"

2BI>QFLKPEFMP��->K>DFKD�`-RIQFMIB�#RPQLJBOPa�)P�QEB�+BV�c

'
#%-��>@ @BPPBA�$B@BJ?BO�����������T T T �D
@BJ�LOD�

BKD�@LKQBKQ=ABQ>FIP�GPM�@LKQBKQFA������PR?GB @QFA��� � �

��� X#E>MQBO���
�->OHBQFKD�">PF@P



M>VFKD CLO >KA RPFKD QEB MOLAR@QP >KA PBOSF@BP QEBFO @LJM>KV

?RVPe3L� RKIFHB QEB "�# @LJM>KV� FC VLR >OB > "�" PRMMIFBO QEBOB

TFII ?B > ELPQ LC FKAFSFAR>I `@RPQLJBOPa FK BKDFKBBOFKD� MRO@E>PFKD�

NR>IFQV� J>KRC>@QROFKD� BQ@� TFQE AFCCBOBKQ KBBAP >KA BUMB@Q>QFLKP

TELPB FKAFSFAR>I BUMBOFBK@BP VLR JRPQ >AAOBPP QL J>HB >KV DFSBK

P>IB�c�� 4EFP FP LCCPBQ� ELT BSBO� ?V QEB C>@Q QE>Q > "�" @LJM>KV

MOL?>?IV E>P > PR?PQ>KQF>IIV PJ>IIBO KRJ?BO LC MLQBKQF>I @RPQLJBOP

FK > DFSBK Q>ODBQ J>OHBQ� PL FQ FP LCQBK MLPPF?IB QL >@QR>IIV DBQ QL

HKLT QEBJ MBOPLK>IIV� 3J>OQ "�" CFOJP @>K Q>FILO QEBFO MOLAR@QP

LO PBOSF@BP PMB@FCF@>IIV QL ABIFSBO QEB BUMBOFBK@BP T>KQBA ?V MBLMIB

QEBV�HKLT�AFOB@QIV���

$BPMFQB QEB @E>IIBKDBP� @RPQLJBO BUMBOFBK@B FP OBIBS>KQ FK QEB

"�" BK SFOLKJBK Q� (LT BSBO� ?B@>RPB bQEB ?RV AB@FPFLK
J>HFKD

MOL@BPPBP FK JLPQ @LJM>KFBP >OB QVMF@>IIV CRIIV PQOR@QROBA >KA

NR>KQFQ>QFSB @OFQBOF>
?>PBAeQEB BUMIF@FQIV BJLQFLK>I BUMBOFBK@B

I>ABK P>IBP MFQ@E QE>Q AOFSBP @LKPRJBO ?RVFKD FP KLQ > CFQ FK QEB

"�" T LOIA�c�� 4EB MOLAR@QP QE>Q LCQBK OBMOBPBKQ "�" ?RPFKBPPaP PLIB

��� 2F@E>OA�4>FQ��b7 E>QaP�$FCCBOBKQ�>?LRQ�QEB�"�"�#RPQLJBO

%UMBOFBK@B�c�7FKKFKD�#RPQLJBO�%UMBOFBK@BP��!RDRPQ����

���� ��>@@BPPBA�$B@BJ?BO���������

TFKKFKD@RPQLJBOBUMBOFBK@BP�T LOAMOBPP�@LJ ����� ��� �

�� �TE> QP
AFCCBOBKQ
>?LRQ�
QEB
?�?
@RPQLJBO


BUMBOFBK@B�

��� 2F@E>OA�4>FQ��b7 E>QaP�$FCCBOBKQ�>?LRQ�QEB�"�"�#RPQLJBO

%UMBOFBK@B�c�7FKKFKD�#RPQLJBO�%UMBOFBK@BP��!RDRPQ����

���� ��>@@BPPBA�$B@BJ?BO���������

TFKKFKD@RPQLJBOBUMBOFBK@BP�T LOAMOBPP�@LJ ����� ��� �

�� �TE> QP
AFCCBOBKQ
>?LRQ�
QEB
?�?
@RPQLJBO


BUMBOFBK@B�

��� 2F@E>OA�4>FQ��b7 E>QaP�$FCCBOBKQ�>?LRQ�QEB�"�"�#RPQLJBO

#E>MQBO���
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S>IRB MOLMLPFQFLK >OB O>OBIV BJLQFLK>IIV BKD>DFKD LO SFPR>IIV

>MMB>IFKD� 4EFKH ?LIQP� TFOBP� @LMV M>MBO� PEOBAAFKD J>@EFKBP�

?OB>A CLO > OBPQ>RO>KQ� >KA J>@EFKBOV� ( LT BKD>DFKD @>K QEBPB

FQBJP�?B�

4EBOB >OB QLR@EMLFKQP FK "�" MOL@BPPBP�� ?BCLOB >KA >CQBO QEB

P>IB �B�D�� FKCLOJ>QFLK D>QEBOFKD� TB?PFQB SFPFQP >KA FKNRFOFBP�

ABIFSBOV LC PM>OB M>OQP� PBOSF@B @>IIP LK J>@EFKBOV >KA LCCF@B

BNRFMJBKQ� >KA QBIBMELKB FKQBO>@QFLKP	 QE>Q @>K ?B FABKQFCFBA >KA

FJMOLSBA� ( LT BSBO� QEB FKEBOBKQ AFCCBOBK@BP ?BQT BBK "�" >KA "�#

BKSFOLKJBK QP JRPQ ?B @IB>OIV RKABOPQLLA PL QE>Q QEB "�# @RPQLJBO

BUMBOFBK@B JLABIP AL KLQ ?B@LJB QEB M>O>AFDJ CLO "�" @RPQLJBO

BUMBOFBK@B ABPFDKP� !P FP QEB @>PB FK QEB "�# J>OHBQ� QEBOB FP KL

RKFSBOP>I >MMOL>@E QL @RPQLJBO BUMBOFBK@B FK QEB "�" J>OHBQ� 3J>II

"�" @ LJM>KFBP >IPL S>OV FK QBOJP LC QEB MOLAR@QP >KA QEB PBOSF@BP

LCCBOBA >KA QEB PFWB� FKARPQOV� >KA K>QROB LC QEB ?RPFKBPP� PL

@RPQLJBO BUMBOFBK@B MI>KKFKD >KA ABPFDK TFII KB@BPP>OFIV AFCCBO FK

>@@LOA>K@B�TFQE�QEBPB�C>@QLOP�

4EB DOB>QBPQ @E>IIBKDB FK ABIFDEQFKD "�" @RPQLJBOP FP >AAFKD

RKFNRB >KA AFCCBOBKQF>QFKD S>IRB QE>Q PLISBP @RPQLJBO MOL?IBJP�

7 EBK ABCFKFKD QEB @RPQLJBO BUMBOFBK@B� OB@LDKFWB QE>Q QEFP S>IRB

%UMBOFBK@B�c�7FKKFKD�#RPQLJBO�%UMBOFBK@BP��!RDRPQ����

���� ��>@@BPPBA�$B@BJ?BO���������

TFKKFKD@RPQLJBOBUMBOFBK@BP�T LOAMOBPP�@LJ ����� ��� �

�� �TE> QP
AFCCBOBKQ
>?LRQ�
QEB
?�?
@RPQLJBO


BUMBOFBK@B�

��� >A>MQBA�COLJ�0 >T >K�3FKDE��b4EB���$OFSBOP�LC�"�"

#RPQLJBO�#BKQOF@FQV�c�$BPQFK>QFLK�#2-�@LJ��$B @BJ?BO

�������� ��>@@BPPBA�$B@BJ?BO���������

T T T �ABPQFK>QFLK@OJ�@LJ �!O QF@IBP�7 B?
%U@IRPFSBP�

6FBTMLFKQP�4EB
�
 $OFSBOP
LC�
"�"
#RPQLJBO 


#BKQOF@FQV
��� ���>PMU�

��� X#E>MQBO���
�->OHBQFKD�">PF@P



PELRIA BUQBKA QL QEB BKQFOB @RPQLJBO >KA ?RPFKBPP IFCB

@V@IB_MOBP>IB BKD>DBJBKQ� QEB P>IBP MOL@BPP� >KA MLPQP>IB

FKQBO>@QFLKP� %UMBOFBK@BP >Q BSBOV PQ>DB LC QEB @RPQLJBO IFCB @V@IB

PELRIA�?B�@RPQLJFWBA�QL�B>@E�FKAFSFAR>I�@RPQLJBO���

Customer Loyalty

�JHIDB:G ADN6AIN FP b>II >?LRQ >QQO>@QFKD QEB OFDEQ @RPQLJBOP�

DBQQFKD QEBJ QL ?RV� ?RV LCQBK� ?RV FK EFDEBO NR>KQFQFBP >KA ?OFKD

;QEB ?RPFKBPP< BSBK JLOB @RPQLJBOP�c�� )Q FKSLISBP >K BJLQFLK>I

@LJJF QJBKQ QL > ?O>KA LO > ?RPFKBPP �b7 B ILSB ALFKD ?RPFKBPP TFQE

VLRO @LJM>KV�c	� >K >QQFQRAB @LJMLKBKQ �b) CBBI ?BQQBO >?LRQ QEFP

?O>KA LO QEFP ?RPFKBPP�c	� >KA > ?BE>SFLO @LJMLKBKQ �b)aII HBBM ?RVFKD

QEFP ?O>KA LO M>QOLKFWFKD QE>Q ?RPFKBPP� OBD>OAIBPP�c	� ! QQFQRABP >OB

FJMLOQ>KQ ?B@>RPB OBMB>Q MRO@E>PBP >ILKB AL KLQ >IT >VP JB>K QE>Q

> @RPQLJBO FP BJLQFLK>IIV FKSBPQBA��� 4EFKH >?LRQ QEB QEOFII LC

?RVFKD @>O FKPRO>K@B� 7 B J> V HBBM ?RVFKD COLJ QEB P>JB @LJM>KV�

?RQ TB O>OBIV E>SB >K BJLQFLK>I @LJJF QJBKQ QL QE>Q @LJM>KV�

%JLQFLK>I�@LJJF QJBKQ�FP�HBV�FK�@RPQLJBO�ILV>IQV�

��� ,FLO�!ORPPV��b#OB>QFKD�#RPQLJBO�%UMBOFBK@B�FK�"�"

2BI>QFLKPEFMP��->K>DFKD�`-RIQFMIB�#RPQLJBOPa�)P�QEB�+BV�c

'
#%-��>@ @BPPBA�$B@BJ?BO�����������T T T �D
@BJ�LOD�

BKD�@LKQBKQ=ABQ>FIP�GPM�@LKQBKQFA������PR?GB @QFA��� � �

��� b7 E>Q�)P�#RPQLJBO�,LV>IQV��c�#RPQLJBO�,LV>IQV�)KPQFQRQB�

>@@BPPBA�$B@BJ?BO����������T T T �@RPQLJBOILV>IQV�LOD�

TE>Q
FP
@RPQLJBO
IL V>IQV�

��� !A>MQBA�COLJ�b 7 EV�- B>PROB_7 E>Q�)P�,LV>IQV��c

-FKAPE>OB�4B@EKLILDFBP��>@@BPPBA�$B@BJ?BO���������

T T T �JPE>OB�KBQ�TE V�TE> Q
FP
ILV>IQV�EQJI�

#E>MQBO���
�->OHBQFKD�">PF@PX�� �



4EB�?BKBCFQP�LC�ILV>I�@RPQLJBOP�>OB�KRJBOLRP���

d 4EBV�?RV�JLOB�>KA�>OB�LCQBK�TFIIFKD�QL�M>V�JLOB��4EFP�@OB>QBP

>�PQB>AFBO�@>PE�CILT�CLO�>�?RPFKBPP�

d ,L V>I�@RPQLJBOP�TFII�OBCBO�LQEBO�@RPQLJBOP�QL�>�@LJM>KV�

P>SFKD�QEB�J>OHBQFKD�>KA�>ASBOQFPFKD�@LPQP�LC�>@NRFOFKD

@RPQLJBOP�

d 4EBV�>OB�JLOB�CLODFSFKD�TEBK�VLR�J>HB�JFPQ>HBP_BSBK

PBOFLRP�LKBP_BPMB@F>IIV�FC�VLR�E>SB�>�PVPQBJ�FK�MI>@B�QE>Q

BJMLT BOP�BJMILVBBP�QL�@LOOB@Q�BOOLOP�LK�QEB�PMLQ��4EBK�ILV>I

@RPQLJBOP�?B@LJB�B SBK�JLOB�ILV>I�

d !�IL V>I�@RPQLJBOaP�BKALOPBJBKQ�@>K�LRQPQOFM�QEB�JLPQ

BUQO>S>D>KQ�J>OHBQFKD�BCCLOQP��4EB�TLOA�LK�QEB�PQOBBQ�FP

RPR>IIV�JLOB�MLT BOCRI�

d 4EOFSFKD�@LJM>KFBP�TFQE�EFDE�@RPQLJBO�ILV>IQV�RPR>IIV�E>SB

ILV>I�BJMILVBBP�TEL�>OB�DBKRFKBIV�BKD>DBA�

d 4EOFSFKD�@LJM>KFBP�TFQE�EFDE�@RPQLJBO�>KA�BJMILVBB�ILV>IQV

>OB�DBKBO>IIV�HKLTK�QL�LRQM>@B�QEBFO�@LJMBQFQFLK�FK

FKKLS>QFLK�

d ,L V>I�@RPQLJBOP�RKABOPQ>KA�>�@LJM>KVaP�MOL@BPPBP�>KA�@>K

LCCBO�PRDDBPQFLKP�CLO�FJMOLSBJBKQ�

d !K�FK@OB>PB�FK�@RPQLJBO�OBQBKQFLK�@>K�?LLPQ�>�@LJM>KVaP

?LQQLJ
IFKB�MOLCFQ�?V���^ ����MBO @BKQ��ABMBKAFKD�LK;>M:9

8DHIH_@LPQP�QE>Q�OBJ>FK�QEB�P>JB�OBD>OAIBPP�LC�QEB�>JLRKQ�LC

P>IBP��B�D���OBKQ	�

#RPQLJBO ILV>IQV ?BDFKP TFQE QEB @RPQLJBO BUMBOFBK@B >KA FP ?RFIQ

��� !A>MQBA�COLJ�2>J>�2>J>PT >JF��b%FDEQ�2B>PLKP�QL�+BBM

9LRO�#RPQLJBOP�,LV>I�c�-RIQF@E>KKBI�-BO@E>KQ��*>KR>OV

����������>@ @BPPBA�$B@BJ?BO���������

JRIQF@E>KKBIJBO@E>KQ�@LJ �LMP>KACRICFIIJBKQ�>A SFPLO�

" O>KAF
@RPQILV>I��

��� X#E>MQBO���
�->OHBQFKD�">PF@P



LSBO QFJB QEOLRDE QEB @LIIB@QFLK LC MLPFQFSB BUMBOFBK@BP��� 4EFP

TFII ?B QORB KL J>QQBO QEB PFWB� FKARPQOV� >KA K>QROB LC QEB PJ>II

?RPFKBPP� #RPQLJBOPa BUMBOFBK@BP TFII FKCIRBK@B ELT JR@E QEBV TFII

?RV� TEBQEBO QEBV PTFQ@E QL > @LJMBQFQLO� >KA TEBQEBO QEBV TFII

OB@LJJBKA QEB ?O>KA LO QEB ?RPFKBPP QL PLJBLKB BIPB��� 3J>II

?RPFKBPPBP @>KKLQ OBIV LK QEB ILV>IQV QE>Q @LJBP COLJ @LKSBKFBK@B

�B�D�� RPFKD QEB @>O AB>IBO @ILPB QL ELJB CLO OBM>FOP FKPQB>A LC QEB

LKB C>OQEBO >T >V QE>Q MOLSFABP ?BQQBO PBOSF@B	� ,L V>IQV FP >?LRQ

J>HFKD > @RPQLJBO CBBI PMB@F>I� 4EFP FP QEB AOB>J L C >II PJ>II

?RPFKBPPBP_TEF@E FP PLJBQEFKD QE>Q PJ>II ?RPFKBPPBP >OB

M>OQF@RI>OIV TBII PRFQBA QL @OB>QB� "B@>RPB LC QEBFO PFWB� FQ FP B>PFBO

CLO PJ>II ?RPFKBPPBP QL E>SB @ILPBO OBI>QFLKPEFMP TFQE QEBFO

@RPQLJBOP� @OB>QB > JLOB MBOPLK>I PELMMFKD BKSFOLKJBK Q� >KA� FK

DBKBO>I� @OB>QB DOB>Q @RPQLJBO BUMBOFBK@BP� 4EFKH ?>@H QL "L?

" OLTK L C QEB #EBPEFOB 0>@H>DB 3QLOB �#E>MQBO �	� ( B MOFABP EFJPBIC

LK QEB HFKA LC PELMMFKD BKSFOLKJBK Q >KA @RPQLJBO OBI>QFLKPEFMP

QE>Q�IB>A�QL�ILV>IQV�

��� *BCCOBV�'>KDBJF��b#RPQLJBO�,LV>IQV��$LP�>KA�$LKaQP�c

" RPFKBPP7 BBH��*RKB��������� ��>@@BPPBA�$B@BJ?BO���������

T T T �" RPFKBPP7 BBH�@LJ �PJ>II ?FW�QFMPEBBQ��� ��� �EQJ�

��� " OR@B�4BJHFK��b4EB�&LRO�#RPQLJBO�%UMBOFBK@B�#LOB

#LJMB QBK@FBP�c�4BJHFK�'OLRM��*RKB����� ��>@@BPPBA

$B@BJ?BO���������

BUMBOFBK@BJ> QQBOP�CFIBP�T LOAMOBPP�@LJ ����� ��� �

����=QEBC LRO@RPQLJBOBUMBOFBK@B@LOB@LJMBQBK@FBP=S�

�MAC�

#E>MQBO���
�->OHBQFKD�">PF@PX���



Grounds for Loyalty

( LT AL MBLMIB J>HB @ELF@BP >?LRQ TEF@E ME>OJ>@V QL DL QL� 0 >RI

'> RSOB>R AB@FABA QL CFKA LRQ ?V >PHFKD @RPQLJBOP TEV QEBV TBOB

PELMMFKD�FK�LKB�M>OQF@RI>O�PQLOB�

d b)�PELM�EBOB�?B@>RPB�FQaP�@ILPB�QL�TEBOB�)�IFSB�c��4EB

@LKSBKFBK@B�PELMMBO�	

d b)�IFHB�QEB�ME>OJ>@FPQ��)�QORPQ�EFJ�EBO�c��4EFP�@RPQLJBO�E>P�>

DLLA�OBI>QFLKPEFM�TFQE�QEBFO�ME>OJ>@FPQ�	

d b4EB�PQ>CC�J>HBP�JB�CBBI�IFHB�M>OQ�LC�QEB�C>JFIV�c

d b)�CBBI�IFHB�QEBV�@>OB�>?LRQ�JV�EB>IQE�c

d b4EB�BKQFOB�>QJLPMEBOB�FK�QEFP�PQLOB�OBJFKAP�JB�LC�ELJB�

TEBOB�)�CBIQ�TBI@LJB� c

d b)�ALKaQ�CBBI�IFHB�>KLQEBO�KRJ?BO�EBOB�LO�GRPQ�>KLQEBO�M>QFBKQ�

4EBV�OB>IIV�@>OB�>?LRQ�JB�c

0>RI @LK@IRABA QE>Q QEFP ME>OJ>@V PR@@BBABA FK AFCCBOBKQF>QFKD

FQPBIC COLJ QEB @LJMBQFQFLK FK > RKFNRB T>V� ?V ELT QEBV J>AB QEBFO

@RPQLJBOP CBBI_>KA QEFP FP TE>Q TFII DBKBO>QB QEB JLPQ FKQFJ>QB

ILV>IQV�FK�>�@RPQLJBO���

Key Takeaways

d 4EB�@RPQLJBO�>KA�QEB�@LKPRJBO�>OB�KLQ�KB@BPP>OFIV�QEB�P>JB

MBOPLKe?RQ�QEBV�@>K�?B�

d 4EB�@RPQLJBO�>KA�QEB�@LKPRJBO�PELRIA�?B�QEB�CL@RP�LC�QEB

J>OHBQFKD�JFU�

��� 0>RI�'> RSOB>R��b->HFKD�#RPQLJBOP�&BBI�3MB@F>I�"OFKDP

,L V>IQV�c�0E>OJ>@V�0LPQ�����KL���������� 	���� �

��� X#E>MQBO���
�->OHBQFKD�">PF@P



d "�#�>KA�"�"�>O B�QEB�QT L�QVMBP�LC�@RPQLJBO�J>OHBQP��4EB�"�"

J>OHBQ�AT >OCP�QEB�"�#�J>OHBQ�FK�QBOJP�LC�P>IBP�

d )Q�FP�@OFQF@>I�CLO�>�PJ>II�?RPFKBPP�QL�RKABOPQ>KA�FQP�@RPQLJBOP�

d #RPQLJBO�BUMBOFBK@B�FP�>�MBOPLKaP�BKQFOB�FKQBO>@QFLK�TFQE�>

PJ>II�?RPFKBPP��)Q�FKSLISBP�BJLQFLK>I�@LKKB@QFLKP�QL�QEB

?RPFKBPP�

d 4EBOB�FP�KL�LKB
PFWB
CFQP
>II�@RPQLJBO�BUMBOFBK@B�CLO�>�"�#�LO

>�"�"�PJ>II�?RPFKBPP��4EB�@RPQLJBOaP�GLROKBV�PELRIA�?B

J>MMBA�>KA�@E>KDBP�J>AB�QL�FJMOLSB�QEB�BUMBOFBK@B�

d 4EBOB�>OB�?FD�AFCCBOBK@BP�?BQT BBK�QEB�@RPQLJBO�BUMBOFBK@BP

CLO�"�#�>KA�"�"�?RPFKBPPBP�

d 4EBOB�>OB�JRIQFMIB�?BKBCFQP�QL�@RPQLJBO�ILV>IQV��)Q�FP�FJMLOQ>KQ

QL�PJ>II�?RPFKBPP�PR@@BPP��!�MLPFQFSB�@RPQLJBO�BUMBOFBK@B

AOFSBP�ILV>IQV�

Marketing Research

. LQ BSBOVLKB @>K ?B IFHB 3QBSB *L?P LC !MMIB� *L?P T>P C>JLRP CLO

P>VFKD QE>Q EB AFA KLQ M>V QLL JR@E >QQBKQFLK QL @RPQLJBO OBPB>O@E�

M>OQF@RI>OIV TFQE OBPMB@Q QL TE>Q @RPQLJBOP P>V QEBV T>KQ� )KPQB>A�

EB T>P SBOV b>ABMQ >Q PBBFKD RKABO QEB PROC>@B LC TE>Q @RPQLJBOP

T >KQ KLT� QEBV GRPQ ALKaQ OB>IFWB FQ RKQFI QEBV PBB FQ� 4EFP >?FIFQV FP

?BPQ BUMOBPPBA ?V QEB 'BOJ>K TLOA ẀBFQDBFPQa_QEB BJBODFKD PMFOFQ

LC QEB >DB LO JLLA LC QEB JLJBKQ� )Q MOL?>?IV ?BPQ QO>KPI>QBP >P

J>OHBQ OB>AFKBPP LO @RPQLJBO OB>AFKBPP� 0BLMIB IFHB *L?P @>K PBB

#E>MQBO���
�->OHBQFKD�">PF@PX���



TE>Q QEB J>OHBQ FP OB>AV CLO ?BCLOB QEB J>OHBQ HKLTP FQPBIC�c�� - LPQ

PJ>II ?RPFKBPPBP TFII KLQ CFKA QEBJPBISBP FK QEFP BKSF>?IB MLPFQFLK�

( LT BSBO� QEFP ALBP KLQ JB>K QE>Q >II PJ>II ?RPFKBPPBP Q>HB >

JB QELAF@>I >MMOL>@E QL PQRAVFKD QEB J>OHBQMI>@B >KA QEBFO

MOLPMB@QFSB >P TBII >P @ROOBKQ @LKPRJBOP� ->OHBQFKD OBPB>O@E

>JLKD PJ>II ?RPFKBPPBP O>KDBP >ILKD > @LKQFKRRJ COLJ KL OBPB>O@E

>Q >II QL QEB EFOFKD LC > MOLCBPPFLK>I OBPB>O@E CFOJ� !ILKD QEB T>V�

QEBOB TFII ?B ?LQE CLOJ>I >KA FKCLOJ>I >MMOL>@EBP� QEB AFCCBOBK@BP

>D>FK ?BFKD >QQOF?RQ>?IB QL QEB PFWB� FKARPQOV� >KA K>QROB LC QEB

?RPFKBPP >ILKD TFQE QEB MBOPLK>I MOBAFPMLPFQFLKP LC QEB PJ>II


?RPFKBPP LTKBOP LO J>K>DBOP� .LKBQEBIBPP� FQ FP FJMLOQ>KQ CLO

PJ>II
?RPFKBPP LTKBOP >KA J>K>DBOP QL RKABOPQ>KA TE>Q

J>OHBQFKD OBPB>O@E FP >II >?LRQ >KA ELT FQ @>K ?B EBIMCRI QL QEBFO

?RPFKBPPBP� )Q FP >IPL FJMLOQ>KQ QL RKABOPQ>KA QE>Q J>OHBQFKD

OBPB>O@E JRPQ Q>HB QEB @RIQROBP LC AFCCBOBKQ @LJJRKF QFBP FKQL

@LKPFABO>QFLK ?B@>RPB QEB Q>ODBQ J>OHBQ JFDEQ KLQ ?B QEB

P>JB_BSBK�FK�OBI>QFSBIV�@ILPB�IL@>IFQFBP�

What Is Marketing Research?

' 6G@:I>C< G:H:6G8= FP >?LRQ D>QEBOFKD QEB FKCLOJ>QFLK QE>Q FP

KBBABA QL J>HB AB@FPFLKP >?LRQ > ?RPFKBPP� !P >K FJMLOQ>KQ

MOB@ROPLO QL QEB ABSBILMJBKQ LC > J>OHBQFKD PQO>QBDV� J>OHBQFKD

OBPB>O@E bFKSLISBP QEB PVPQBJ>QF@ ABPFDK� @LIIB@QFLK� OB@LOAFKD�

>K>IVPFP� FKQBOMOBQ>QFLK� >KA OBMLOQFKD LC FKCLOJ>QFLK MBOQFKBKQ QL

��� 3E>RK�3JFQE��b7 EV�3QBSB�*L?P�$LBPKaQ�,FPQBK�QL

#RPQLJBOP�c�#RPQLJBO�4EFKH��&B?OR>OV�������� ��>@@BPPBA

$B@BJ?BO����������T T T �@RPQLJBOQEFKH�@LJ �?ILD�

TEV=PQBSB=GL?P=ALBPKQ=IFPQBK=QL=@RPQLJBOP�

�� � X#E>MQBO���
�->OHBQFKD�">PF@P



> M>OQF@RI>O J>OHBQFKD AB@FPFLK C>@FKD > @LJM>KV�c�� ->O HBQFKD

OBPB>O@E FP KLQ > MBOCB@Q P@FBK@B ?B@>RPB JR@E LC FQ AB>IP TFQE

MBLMIB >KA QEBFO @LKPQ>KQIV @E>KDFKD CBBIFKDP >KA ?BE>SFLOP_TEF@E

>OB >II FKCIRBK@BA ?V @LRKQIBPP PR?GB@QFSB C>@QLOP� 7E>Q QEFP JB>KP

FP QE>Q C>@QP >KA LMFKFLKP JRPQ ?B D>QEBOBA FK >K LOABOIV >KA

L?GB@QFSB T>V QL CFKA LRQ TE>Q MBLMIB T>KQ QL ?RV� KLQ GRPQ TE>Q

QEB ?RPFKBPP T>KQP QL PBII QEBJ��� )Q >IPL JB>KP QE>Q FKCLOJ>QFLK

OBIBS>KQ QL QEB J>OHBQ� QEB @LJMBQFQFLK� >KA QEB J>OHBQFKD

BKSFOLKJBK Q PELRIA ?B D>QEBOBA >KA >K>IVWBA FK >K LOABOIV >KA

L?GB@QFSB�T>V�

Why Do It?

4EB PFJMIB QORQE FP QE>Q > PJ>II ?RPFKBPP @>KKLQ PBII MOLAR@QP LO

PBOSF@BP_>Q IB>PQ KLQ CLO ILKD_FC @RPQLJBOP AL KLQ T>KQ QL ?RV

QEBJ� #LKPFABO QEB CLIILTFKD QORB P@BK>OFL��� ! IL@>I PJ>II ?RPFKBPP

QE>Q PMB@F>IFWBA FK RKABODOLRKA PMOFKHIFKD PVPQBJP >KA ELQ QR?P

CLO VB>OP AB@FABA QL PQ>OQ PBIIFKD DL
@>OQP� .LQ ILKD >CQBO QEBV

FKQOLAR@BA QEBJ� QEBV E>A > CIBBQ LC DL
@>OQP IFKBA RM LRQPFAB QEBFO

��� $ >K>
.F@LIBQ>�,>P@R�>KA�+BKKBQE�%��#ILT ��%PPBKQF>IP�LC

->O HBQFKD��->PLK��/EFL��!QLJF@�$LD�0R?IFPEFKD������	�

����

��� b->OHBQ�2BPB>O@E�">PF@P�c�3J>II " RPFKBPP�@LJ��/ @QL?BO

�������� ��>@@BPPBA�$B@BJ?BO���������

PJ>II ?RPFKBPP�@LJ �TFHF�->O HBQ=OBPB>O@E=?>PF@P�

��� 3RP>K�7>OA��b$L
) Q
9LROPBIC�->OHBQ�2BPB>O@E_0>OQ���

9LR�. BBA�->OHBQ�2BPB>O@E�c�!?LRQ�@LJ��>@@BPPBA

$B@BJ?BO����������P?FKCL@>K>A>�>?LRQ�@LJ �@P�

J>OHBQFKD�>�J>O HBQOBPB>O@E�EQJ�
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?RPFKBPP TFQE > ERDB b-RPQ DL� MOF@BP PI>PEBAc ?>KKBO LSBO QEBJ�

4EFP T>P KLQ > PROMOFPB QL >KVLKB BIPB� 'L
@>OQP E>A KLQEFKD QL AL

TFQE QEBFO RPR>I MOLAR@QP� PL TEV TLRIA QEBFO OBDRI>O @RPQLJBOP ?B

FKQBOBPQBA FK QEBJ� !IPL� > NRF@H ILLH >Q QEB ABJLDO>MEF@P LC QEB

>OB> TLRIA E>SB OBSB>IBA QE>Q QEB J>GLOFQV LC QEB @LKPRJBOP FK QEB

OBQFOBJBKQ QLTK T BOB BIABOIV� 4EBOB TLRIA IFHBIV ?B IFQQIB FKQBOBPQ FK

DL
@>OQP� )Q FP @IB>O QE>Q QEB ?RPFKBPP LTKBO TLRIA E>SB ?BKBCFQQBA

COLJ�PLJB�J>O HBQFKD�OBPB>O@E�

->O HBQFKD OBPB>O@E CLO PJ>II ?RPFKBPP LCCBOP J>KV ?BKBCFQP� &LO

BU>JMIB� @LJM>KFBP @>K CFKA EFAABK KF@EBP� ABPFDK @RPQLJBO

BUMBOFBK@BP� ?RFIA @RPQLJBO ILV>IQV� FABKQFCV KBT ?RPFKBPP

LMMLOQRKFQFBP� ABPFDK MOLJLQFLK>I J>QBOF>IP� PBIB@Q @E>KKBIP LC

AFPQOF?RQFLK� CFKA LRQ TEF@E @RPQLJBOP >OB MOLCFQ>?IB >KA TEF@E >OB

KLQ� ABQBOJFKB TE>Q >OB>P LC QEB @LJM>KVaP TB?PFQB >OB DBKBO>QFKD

QEB JLPQ OBSBKRB� >KA FABKQFCV J>OHBQ QOBKAP QE>Q >OB IFHBIV QL E>SB

QEB DOB>QBPQ FJM>@Q LK QEB ?RPFKBPP� !KPTBOP @>K ?B CLRKA CLO

QEB FJMLOQ>KQ NRBPQFLKP QE>Q >II PJ>II ?RPFKBPPBP C>@B� PR@E >P QEB

CLIILTFKD���

d ( LT�>OB�J>OHBQ�QOBKAP�FJM>@QFKD�JV�?RPFKBPP�

d ( LT�ALBP�LRO�Q>ODBQ�J>OHBQ�J>HB�?RVFKD�AB@FPFLKP�

d 7 E>Q�FP�LRO�J>OHBQ�PE>OB�>KA�ELT�@>K�TB�FK@OB>PB�FQ�

��� *BPPB�(LMMP��b->OHBQ�2BPB>O@E�"BPQ�0O>@QF@BP�c

%S>K#>OJF@E>BI�@LJ��>@@BPPBA�$B@BJ?BO���������

T T T �BS>K@>OJF@E>BI�@LJ �->O HBQFKD����� �->O HBQ


2BPB>O@E�
"BPQ
0O>@QF@BP�EQJI��>A>MQBA�COLJ�* LV�,BSFK�

b( LT�->O HBQFKD�2BPB>O@E�#>K�"BKBCFQ�>�3J>II�" RPFKBPP�c

3J>II�" RPFKBPP�4OBKAP��*>KR>OV�����������>@ @BPPBA

$B@BJ?BO����������PJ>II ?FWQOBKAP�@LJ ����� ��� �EL T 


J>OHBQFKD
OBPB>O@E
@>K
?BKBCFQ
>
PJ>II


?RPFKBPP�EQJI�

��� X#E>MQBO���
�->OHBQFKD�">PF@P



d ( LT�ALBP�@RPQLJBO�P>QFPC>@QFLK�TFQE�LRO�MOLAR@QP�LO�PBOSF@BP

JB >PROB�RM�QL�QE>Q�LC�QEB�@LJMBQFQFLK�

d ( LT�TFII�LRO�BUFPQFKD�@RPQLJBOP�OBPMLKA�QL�>�KBT�MOLAR@Q�LO

PBOSF@B�

)K J>K V T>VP� PJ>II ?RPFKBPPBP E>SB > J>OHBQFKD OBPB>O@E

>AS>KQ>DB LSBO I>ODB ?RPFKBPPBP� 4EB PJ>II ?RPFKBPP FP @ILPB QL FQP

@RPQLJBOP >KA FP >?IB QL IB>OK JR@E JLOB NRF@HIV >?LRQ QEBFO

?RVFKD E>?FQP� TE>Q QEBV IFHB� >KA TE>Q QEBV AL KLQ IFHB� ( LT BSBO�

BSBK QELRDE bPJ>II ?RPFKBPP LTKBOP E>SB > PBKPB ;LC< QEBFO

@RPQLJBOPa KBBAP COLJ V B>OP LC BUMBOFBK@BeQEFP FKCLOJ>I

FKCLOJ>QFLK�J>V�KLQ�?B�QFJBIV�LO�OBIBS>KQ�QL�QEB�@ROOBKQ�J>OHBQ�c��

)Q QEBOBCLOB ?BELLSBP > PJ>II ?RPFKBPP QL QEFKH PBOFLRPIV FK QBOJP

LC > J>OHBQFKD OBPB>O@E BCCLOQ_BSBK > SBOV PJ>II LKB_QE>Q FP JLOB

CL@RPBA >KA PQOR@QROBA� 4EFP TFII FK@OB>PB QEB @E>K@BP QE>Q QEB

OBPRIQP TFII ?B QFJBIV >KA TFII BK>?IB QEB PJ>II
?RPFKBPP LTKBO LO

J>K>DBO bQL OBAR@B ?RPFKBPP OFPHP� PMLQ @ROOBKQ >KA RM@LJFKD

MOL?IBJP FK QEB @ROOBKQ J>OHBQ� FABKQFCV P>IBP LMMLOQRKFQFBP� >KA

ABSBILM MI>KP LC >@QFLKP�c�� 4EB PMB@FCF@ K>QROB >KA BUQBKQ LC >KV

J>OHBQFKD OBPB>O@E BCCLOQ TFII� ELT BSBO� ?B > CRK@QFLK LC QEB

MOLAR@Q� QEB PFWB >KA K>QROB LC QEB ?RPFKBPP� QEB FKARPQOV� >KA QEB

PJ>II
?RPFKBPP LTKBO LO J>K>DBO� 4EBOB FP KL >MMOL>@E QE>Q FP OFDEQ

CLO�>II�PFQR>QFLKP�>KA�>II�PJ>II�?RPFKBPPBP�

��� b->OHBQ�2BPB>O@E�">PF@P�c�3J>II " RPFKBPP�@LJ��/ @QL?BO

�������� ��>@@BPPBA�$B@BJ?BO���������

PJ>II ?RPFKBPP�@LJ �TFHF�->O HBQ=OBPB>O@E=?>PF@P�

��� b->OHBQ�2BPB>O@E�">PF@P�c�3J>II " RPFKBPP�@LJ��/ @QL?BO

�������� ��>@@BPPBA�$B@BJ?BO���������

PJ>II ?RPFKBPP�@LJ �TFHF�->O HBQ=OBPB>O@E=?>PF@P�
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Types of Marketing Research

3J>II ?RPFKBPPBP @>K @LKAR@Q MOFJ>OV LO PB@LKA>OV J>OHBQFKD

OBPB>O@E LO > @LJ?FK>QFLK LC QEB QT L� *G>B6GN B6G@:I>C< G:H:6G8=

FKSLISBP QEB @LIIB@QFLK LC A>Q> CLO > PMB@FCF@ MROMLPB LO MOLGB@Q���

&LO BU>JMIB� >PHFKD BUFPQFKD @RPQLJBOP TEV QEBV MRO@E>PB COLJ

QEB ?RPFKBPP >KA ELT QEBV EB>OA >?LRQ FQ TLRIA ?B @LKPFABOBA

MOFJ>OV OBPB>O@E� !KLQEBO BU>JMIB TLRIA ?B @LKAR@QFKD > PQRAV LC

PMB@FCF@ @LJMBQFQLOP TFQE OBPMB@Q QL MOLAR@QP >KA PBOSF@BP LCCBOBA

>KA QEBFO MOF@B IBSBIP� 4EBPB TLRIA ?B PFJMIB J>OHBQFKD OBPB>O@E

MOLGB@QP CLO > PJ>II ?RPFKBPP� BFQEBO ?RPFKBPP
QL
@LKPRJBO �"�#	 LO

?RPFKBPP
QL
?RPFKBPP �"�"	� >KA TLRIA KLQ OBNRFOB QEB PBOSF@BP LC >

MOLCBPPFLK>I OBPB>O@E @LJM>KV� 3R@E @LJM>KFBP TLRIA ?B >?IB QL

MOLSFAB JLOB PLMEFPQF@>QBA J>OHBQFKD OBPB>O@E� ?RQ QEB @LPQ JFDEQ

?B QLL EFDE CLO QEB J>KV PJ>II ?RPFKBPPBP QE>Q >OB LMBO>QFKD LK >

PELBPQOFKD�?RADBQ�

$ >Q> D>QEBOFKD QB@EKFNRBP FK MOFJ>OV J>OHBQFKD OBPB>O@E @>K

FK@IRAB L?PBOS>QFLK� PROSBVP� FKQBOSFBTP� NRBPQFLKK>FOBP� >KA CL@RP

DOLRMP� ! ;D8JH <GDJE FP PFU QL QBK MBLMIB @>OBCRIIV PBIB@QBA ?V

> OBPB>O@EBO >KA ?OLRDEQ QLDBQEBO QL AFP@RPP S>OFLRP >PMB@QP LC

FKQBOBPQ >Q IBKDQE��� &L@RP DOLRMP >OB KLQ IFHBIV QL ?B @ELPBK ?V

PJ>II ?RPFKBPPBP ?B@>RPB QEBV >OB @LPQIV� ( LT BSBO� QEB LQEBO

QB@EKFNRBP TLRIA ?B TBII TFQEFK QEB JB>KP LC JLPQ PJ>II

?RPFKBPPBP_>KA B>@E @>K ?B @LKAR@QBA LKIFKB �BU@BMQ CLO

L?PBOS>QFLK	� ?V J>FI� FK MBOPLK� LO ?V QBIBMELKB�3ROSBV- LKHBV FP

��� 0EFIFM�+LQIBO�>KA�+BSFK�,>KB�+BIIBO��->O HBQFKD

->K>DBJBK Q��5MMBO�3>AAIB�2FSBO��.*��0 B>OPLK�0OBKQF@B

( >II������ 	�����

��� 0EFIFM�+LQIBO�>KA�+BSFK�,>KB�+BIIBO��->O HBQFKD

->K>DBJBK Q��5MMBO�3>AAIB�2FSBO��.*��0 B>OPLK��0OBKQF@B

( >II������ 	�����

��� X#E>MQBO���
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> MLMRI>O >KA SBOV FKBUMBKPFSB LKIFKB PROSBV MOLSFABO� )QP >S>FI>?IB

MI>KP ORK COLJ COBB QL IBPP QE>K ��� MBO JLKQE CLO RKIFJFQBA

NRBPQFLKP >KA RKIFJFQBA OBPMLKPBP� 4EBV >IPL MOLSFAB BU@BIIBKQ

QRQLOF>IP� 3ROSBV- LKHBV� RPBA ?V J>KV I>ODB @LJM>KFBP� TLRIA ?B

>K�BU@BIIBKQ�@ELF@B�CLO�>KV�PJ>II�?RPFKBPP�

-:8DC96GN B6G@:I>C< G:H:6G8= FP ?>PBA LK FKCLOJ>QFLK QE>Q E>P

>IOB>AV ?BBK D>QEBOBA >KA MR?IFPEBA� 3LJB L C QEB FKCLOJ>QFLK J>V

?B COBB_>P FK QEB @>PB LC QEB 53 #BKPRP� MR?IF@ IF?O>OV A>Q>?>PBP >KA

@LIIB@QFLKP� @BOQ>FK TB?PFQBP� @LJM>KV FKCLOJ>QFLK� >KA PLJB QO>AB

>PPL@F>QFLKP QL TEF@E QEB @LJM>KV ?BILKDP_LO FQ @>K ?B ?LRDEQ�

0RO@E>PBA PLRO@BP LC FKCLOJ>QFLK �KLQ >K BUE>RPQFSB IFPQ	 FK@IRAB

KBTPM>MBOP��� J>D>WFKBP� QO>AB >PPL@F>QFLK OBMLOQP� >KA

EGDEG>:I6GN G:H:6G8= G:EDGIH�F�B�� OBMLOQP COLJ LOD>KFW>QFLKP QE>Q

@LKAR@Q LOFDFK>I OBPB>O@E >KA QEBK PBII FQ	� B->O HBQBOFP > @LJM>KV

QE>Q MOLSFABP BU@BIIBKQ J>OHBQFKD >OQF@IBP CLO COBB ?RQ >IPL PBIIP FQP

JLOB @LJMOBEBKPFSB OBMLOQP� 4EB OBMLOQP >OB BU@BIIBKQ� MOLSFAFKD

>K>IVPFP >KA FK
ABMQE A>Q> QE>Q @>KKLQ ?B CLRKA BIPBTEBOB� ?RQ QEBV

>OB�MOF@BV�

)C > PJ>II ?RPFKBPP T>P ILLHFKD QL FKQOLAR@B > KBT MOLAR@Q QL >K

BKQFOBIV AFCCBOBKQ J>OHBQ� PB@LKA>OV OBPB>O@E @LRIA ?B @LKAR@QBA

QL CFKA LRQ TEBOB @RPQLJBO MOLPMB@QP IFSB >KA TEBQEBO QEB

MLQBKQF>I J>OHBQ FP ?FD BKLRDE QL J>HB QEB FKSBPQJBKQ FK QEB KBT

MOLAR@Q TLOQETEFIB��� 3B@LKA>OV OBPB>O@E TLRIA >IPL ?B

��� 0>QOF@F>�&>RIE>?BO��b4LA>VaP�( B>AIFKBP�0OLSFAB�->OHBQ

2BPB>O@E�c�->OHBQFKD�>KA�02� �3 RFQB�����-> V��������� �

>@@BPPBA�$B@BJ?BO����������M> QOF@F>
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EB>IFKBP
MOLSFAB


J>OHBQ
OBPB>O@E
>�������

��� *LV�,BSFK��b(LT�->O HBQFKD�2BPB>O@E�#>K�"BKBCFQ�>�3J>II

" RPFKBPP�c�3J>II�" RPFKBPP�4OBKAP��*>KR>OV����������

>@@BPPBA�$B@BJ?BO����������PJ>II ?FWQOBKAP�@LJ ����� �
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>MMOLMOF>QB TEBK ILLHFKD CLO QEFKDP PR@E >P B@LKLJF@ QOBKAP�

LKIFKB�@LKPRJBO�MRO@E>PFKD�E>?FQP��>KA�@LJMBQFQLO�FABKQFCF@>QFLK�

.NE:H�D;�' 6G@:I>C<�, :H:6G8=

*G>B6GN�' 6G@:I>C<�, :H:6G8= -:8DC96GN�' 6G@:I>C<�, :H:6G8=

$ >Q>�CLO�>�PMB@FCF@�MROMLPB�LO�CLO�>
PMB@FCF@�MOLGB@Q

)KCLOJ>QFLK�QE>Q�E>P�>IOB>AV�?BBK
D>QEBOBA�>KA�MR?IFPEBA

4BKAP�QL�?B�JLOB�BUMBKPFSB 4BKAP�QL�?B�ILT BO�@LPQ

#RPQLJFWBA�QL�JBBQ�>�@LJM>KVaP
KBBAP -> V�KLQ�JBBQ�>�@LJM>KVaP�KBBAP

&OBPE��KBT�A>Q> $ >Q>�>OB�COBNRBKQIV�LRQA>QBA��B�D��
RPFKD�53������@ BKPRP�A>Q>�FK�����	

0OLMOFBQ>OV_KL�LKB�BIPB�E>P�FQ ! S>FI>?IB�QL�@LJMBQFQLOP

�M6B EA:H�FK
MBOPLK�PROSBVP�
@RPQLJBO�@LJJBK QP��L?PBOS>QFLK�
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The Marketing Research Process

- LPQ PJ>II
?RPFKBPP LTKBOP AL J>OHBQFKD OBPB>O@E BSBOV

A>V_TFQELRQ ?BFKD >T >OB LC FQ� 4EBV >K>IVWB OBQROKBA FQBJP� >PH

CLOJBO @RPQLJBOP TEV QEBV PTFQ@EBA QL >KLQEBO @LJM>KV� >KA ILLH

>Q > @LJMBQFQLOaP MOF@BP� &LOJ>I J>OHBQFKD OBPB>O@E PFJMIV J>HBP

QEFP C>JFIF>O MOL@BPP LOABOIV ?V MOLSFAFKD QEB >MMOLMOF>QB

�� �EL T 
J>O HBQFKD
OBPB>O@E
@>K
?BKBCFQ
>
PJ>II


?RPFKBPP�EQJI�
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QE>Q�QEB�FKCLOJ>QFLK�D>QEBOBA�FP�KLQ�PRCCF@FBKQ�CLO�J>HFKD�>

AB@FPFLK��4EB�MOL?IBJ�J> V�?B�>�CI>T BA�J>OHBQFKD�OBPB>O@E

MOL@BPP�LO�MOL?IBJP�L?Q>FKFKD�>@@BPP�QL�>MMOLMOF>QB�A>Q>��4EB

NRBPQFLK�?B@LJBP�TEBQEBO�QEB�PFQR>QFLK�FP�FJMLOQ>KQ�BKLRDE

QL�T>OO>KQ�>AAFQFLK>I�OBPB>O@E�

What Does It Cost?

! MLMRI>O >MMOL>@E TFQE PJ>II
?RPFKBPP LTKBOP FP QL >IIL@>QB >

PJ>II MBO@BKQ>DB LC DOLPP P>IBP CLO QEB JLPQ OB@BKQ VB>O CLO

J>OHBQFKD OBPB>O@E� 4EFP RPR>IIV >JLRKQP QL >?LRQ � MBO@BKQ CLO >K

BUFPQFKD ?RPFKBPP� )Q E>P ?BBK PRDDBPQBA� ELT BSBO� QE>Q >P JR@E >P

�� MBO@BKQ LC DOLPP P>IBP PELRIA ?B >IIL@>QBA QL J>OHBQFKD OBPB>O@E

FC�QEB�?RPFKBPP�FP�MI>KKFKD�QL�I>RK@E�>�KBT�MOLAR@Q���

4EBOB >OB PBSBO>I QEFKDP QE>Q PJ>II ?RPFKBPPBP @>K AL QL HBBM QEB

@LPQP ALTK� 4EBV @>K AL QEB OBPB>O@E LK QEBFO LTK� T LOH TFQE IL@>I

@LIIBDBP >KA RKFSBOPFQFBP QL BKD>DB ?RPFKBPP PQRABKQP FK OBPB>O@E

MOLGB@QP� @LKAR@Q LKIFKB PROSBVP RPFKD @LJM>KFBP PR@E >P

3ROSBV- LKHBV� >KA @OB>QB >K LKIFKB @LJJRKF QV TFQE CLORJP� ?ILDP�

>KA @E>Q PBPPFLKP QE>Q OBSB>I @RPQLJBOPa BUMBOFBK@BP TFQE >

@LJM>KVaP MOLAR@Q LO QEB MBO@BMQFLK LC > @LJM>KVaP ?O>KA��� 4EB

I>QQBO QT L LMQFLKP� LC @LROPB� MOBPRJB QEB BUFPQBK@B LC >K B
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>S>FI>?IB� ELT BSBO� EFOFKD > MOLCBPPFLK>I OBPB>O@E CFOJ @>K ?B TLOQE

QEB MOF@B� 4EB PMB@FCF@ J>OHBQFKD OBPB>O@E @ELF@B�P	 J>AB TFII

ABMBKA� >P >IT >VP� LK QEB PFWB >KA QEB K>QROB LC QEB ?RPFKBPP� QEB

FKARPQOV� >KA QEB FKAFSFAR>I "�# LO "�" PJ>II
?RPFKBPP LTKBO LO

J>K>DBO�

When Should Marketing Research Be Done?

4EBOB FP KL MOB@FPB >KPTBO QL QEFP NRBPQFLK� !P > DBKBO>I ORIB�

J>OHBQFKD OBPB>O@E PELRIA ?B ALKB TEBK FJMLOQ>KQ J>OHBQFKD

AB@FPFLKP JRPQ ?B J>AB� )Q PELRIA ?B ALKB >Q QFJBP TEBK @RPQLJBOP

J> V ?B B>PFIV >@@BPPF?IB �B�D�� > DFCQ PELM J>V T>KQ QL @LKAR@Q

OBPB>O@E ?BCLOB QEB ELIFA>V PB>PLK TEBK @RPQLJBOP >OB JLOB IFHBIV

QL ?B QEFKHFKD >?LRQ ?RVFKD DFCQP CLO COFBKAP >KA ILSBA LKBP	� TEBK

VLR >OB QEFKHFKD >?LRQ >AAFKD > KBT MOLAR@Q LO PBOSF@B QL QEB

?RPFKBPP� LO TEBK > @LJMBQFQLO PBBJP QL ?B Q>HFKD >T >V J>OHBQ

PE>OB� 4EB QOF@H� QELRDE� bFP KLQ QL T>FQ SBOV ILKD� ?B@>RPB VLRO

@LJMBQFQLOP�@>K�PQ>OQ�DBQQFKD�QEB�>KPTBOP�?BCLOB�VLR�AL�c��

Common Marketing Research Mistakes
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> PJ>II
?RPFKBPP LTKBO LO J>K>DBO QL ?B >T >OB LC QEB CLIILTFKD

@LJJLK�MF QC>IIP�QE>Q�PJ>II�?RPFKBPPBP�BK@LRKQBO���

d .=>C@>C<�I=:�G:H:6G8=�L>AA�8DHI�IDD�BJ8=� 3J>II�?RPFKBPPBP

ABCFKFQBIV�C>@B�>�@E>IIBKDB�QL�>CCLOA�QEB�@LPQP�LC�J>OHBQFKD

OBPB>O@E��(LT BSBO��J>OHBQFKD�OBPB>O@E�@LPQP�O>KDB�COLJ�COBB

QL�PBSBO>I�QELRP>KAP�LC�ALII>OP�

d / H>C<�DCAN�H:8DC96GN�G:H:6G8=� 4EB�MR?IFPEBA�TLOH�LC�LQEBOP

FP�>�DOB>Q�MI>@B�QL�PQ>OQ��?RQ�FQ�FP�LCQBK�LRQA>QBA�>KA�MOLSFABP

LKIV�?OL>A�HKLT IBADB��- LOB�PMB@FCF@�HKLT IBADB�@>K�?B

L?Q>FKBA�COLJ�MRO@E>PFKD�MOLMOFBQ>OV�OBMLOQP��?RQ�QEFP�@>K�?B

MOF@BV��>KA�QEB�CL@RP�J>V�KLQ�?B�NRFQB�OFDEQ��0OFJ>OV�OBPB>O@E

PELRIA�>IPL�?B�@LKPFABOBA�
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Key Takeaways
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7. Chapter 7 - Marketing
Strategy

The Importance of a
Marketing Strategy

3J>II
?RPFKBPP J>OHBQFKD >KA ?FD ?RPFKBPP J>OHBQFKD >OB KLQ QEB

P>JB� 4EB ?>PF@ J>OHBQFKD MOFK@FMIBP QE>Q DRFAB ?LQE >OB QEB P>JB�

?RQ QEBOB >OB FJMLOQ>KQ AFCCBOBK@BP TFQE OBPMB@Q QL P@LMB� ?RADBQ�

OFPH C>@QLOP� >KA >OB>P LC LMMLOQRKFQV�� �3BB #E>MQBO � b->OHBQFKD

">PF@PcCLO > AFP@RPPFLK LC J>OHBQFKD MOFK@FMIBP�	 3J>II ?RPFKBPPBP

@>KKLQ @LJMBQB TFQE QEB J>OHBQFKD ?RADBQP LC ?FD @LJM>KFBP� !P

�� , VKKB�3>>OQB��b3J>II�" RPFKBPP�->OHBQFKD�)P�$FCCBOBKQ
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> OBPRIQ� PJ>II ?RPFKBPPBP AL KLQ E>SB QEB IRUROV LC I>ODB PQ>CCP >KA

QEB PQ>VFKD MLT BO QE>Q @LJBP TFQE EFDE MOLCFQP� 4EBOB FP IFQQIB OLLJ

CLO�BOOLO��&>FIBA�PQO>QBDFBP�@>K�IB>A�QL�ORFK�

4EB P@LMB LC PJ>II ?RPFKBPP J>OHBQFKD ALBP KLQ BUQBKA >@OLPP

QEB P>JB IBSBI LC JRIQFMIB MOLAR@QP >KA PBOSF@BP QE>Q @E>O>@QBOFWB

JLPQ ?FD ?RPFKBPPBP� #LJ?FKBA TFQE E>SFKD CBT FC >KV MOLAR@QP

FK QEB MFMBIFKB� QEFP PFDKFCF@>KQIV OBAR@BP QEB FKPRI>QFLK QE>Q PJ>II

?RPFKBPPBP E>SB >D>FKPQ RMP >KA ALTKP FK QEB J>OHBQMI>@B LO

PQO>QBDF@ C>FIROBP� b3J>II ?RPFKBPP J>OHBQFKD PQO>QBDFBP E>SB QL ?B

JLOB Q>ODBQBA� @LPQ
BCCB@QFSB >KA JLOB BI>?LO>QBIV MI>KKBA PL >P QL

JFKFJFWB�QEB�ILPPBP�FK�@>PB�QEB�PQO>QBDV�C>FIP�c�

#LJMB QFQFLK FP QEB JLPQ PFDKFCF@>KQ OFPH C>@QLO C>@FKD PJ>II

?RPFKBPPBP� 4OVFKD QL BIFJFK>QB >K BPQ>?IFPEBA ?O>KA Q>HBP > ILQ

LC TLOH� ?RQ FQ FP >K LSBOKFDEQ GL? QL TFMB LRQ > PJ>II ?RPFKBPP�

#LJMB QFQFLK FP > ERDB QEOB>Q CLO PJ>II ?RPFKBPPBP�� 4EFP JB>KP

QE>Q PJ>II ?RPFKBPPBP PELRIA ?B SBOV HKLT IBADB>?IB >?LRQ QEBFO

@LJMBQFQFLK�QL�AB>I�BCCB@QFSBIV�TFQE�QEBJ�

/MMLOQRKFQV >OB>P CLO PJ>II ?RPFKBPPBP >OB >IPL SBOV AFCCBOBKQ

COLJ QELPB LC ?FD ?RPFKBPPBP� 4EB PJ>II ?RPFKBPP @>K Q>HB >AS>KQ>DB

LC KF@EB J>OHBQP >KA IL@>I KBBAP >KA T>KQP� 4EBV >OB JR@E ?BQQBO

>?IB QL BJME>PFWB MBOPLK>I� LKB
QL
LKB FKQBO>@QFLKP >KA @>K

�� , VKALK�$>SFA��b3J>II�" RPFKBPP�->OHBQFKD�3QO>QBDV��( LT

$FCCBOBKQ�)P�)Q�COLJ�, >ODBO�"RPFKBPPBP��c�3IFABPE>OB�

>@@BPPBA�$B@BJ?BO����������T T T �PIFABPE>OB�KBQ�

IVKALKA>SFA�PJ>II
?RPFKBPP
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J>OHBQ OB>I QFJB FK T>VP QE>Q @>KKLQ ?B J>Q@EBA ?V ?FD ?RPFKBPPBP�

3J>IIBO�@>K�>@QR>IIV�BKA�RM�?BFKD�JLOB�MLT BOCRI��

'FSBK QEB PMB@F>I J>OHBQFKD SRIKBO>?FIFQFBP LC PJ>II ?RPFKBPPBP�

QEB FJMLOQ>K@B LC RKABOPQ>KAFKD QEB @LJMLKBKQP LC > J>OHBQFKD

PQO>QBDV PELRIA ?B @IB>O� ! B6G@:I>C< HIG6I:< N FKSLISBP PBIB@QFKD

LKB LO JLOB Q>ODBQ J>OHBQP� AB@FAFKD ELT QL AFCCBOBKQF>QB >KA

MLPFQFLK QEB MOLAR@Q LO QEB PBOSF@B� >KA @OB>QFKD >KA J>FKQ>FKFKD >

J>OHBQFKD JFU QE>Q TFII ELMBCRIIV MOLSB PR@@BPPCRI TFQE QEB PBIB@QBA

Q>ODBQ J>OHBQ�P	_>II TFQEFK QEB @LKQBUQ LC J>OHBQFKD

L?GB@QFSBP�' 6G@:I>C< D7?:8I>K:H >OB TE>Q > @LJM>KV T>KQP QL

>@@LJMIFPE TFQE FQP J>OHBQFKD PQO>QBDV� b3QO>QBDV FP KLQ > TFPE IFPQ�

PBQ LC DL>IP� JFPPFLK PQ>QBJBKQ� LO IFQ>KV LC L?GB@QFSBPe! J>O HBQFKD

PQO>QBDV FP > @IB>O BUMI>K>QFLK LC ELT VLRaOB DLFKD QL DBQ QEBOB�

KLQ TEBOB LO TE>Q QEBOB FP� !K BCCB@QFSB J>OHBQFKD PQO>QBDV FP >

@LK@FPB BUMI>K>QFLK LC VLRO PQ>QBA MI>K LC BUB@RQFLK QL OB>@E VLRO

L?GB@QFSBPe->OHBQFKD�TFQELRQ�PQO>QBDV�FP�QEB�KLFPB�?BCLOB�C>FIROB�c�

�� !KK�( >KAIBV��b!@Q�9LRO�3ELB�3FWB��. LQ�9LRO�!DB����7 >VP
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Key Takeaways

d 3J>II
?RPFKBPP�J>OHBQFKD�>KA�?FD�?RPFKBPP�J>OHBQFKD�>OB�KLQ
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d 4EB�JLPQ�PFDKFCF@>KQ�OFPH�C>@QLO�C>@FKD�PJ>II�?RPFKBPPBP�FP

@LJMBQFQFLK�

d )Q�FP�FJMLOQ>KQ�CLO�>�PJ>II�?RPFKBPP�QL�E>SB�>�J>OHBQFKD
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LMQFLKP�
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d ->O HBQFKD�TFQELRQ�PQO>QBDV�FP�QEB�KLFPB�?BCLOB�QEB�C>FIROB�

The Marketing Strategy
Process

4EB CL@RP LC QEFP QBUQ FP LK QEB J>K>DBJBKQ LC QEB PJ>II ?RPFKBPP

QE>Q FP RM >KA ORKKFKD >P LMMLPBA QL > PQ>OQ
RM LMBO>QFLK� !P >

OBPRIQ� QEB @LKPFABO>QFLKP LC J>OHBQFKD PQO>QBDV >OB QT LCLIA� ��	 QL

JLAFCV LO QT B>H J>OHBQFKD BCCLOQP >IOB>AV FK MI>@B >KA ��	 QL >AA

MOLAR@QP LO PBOSF@BP >P QEB ?RPFKBPP BSLISBP� )K PLJB FKPQ>K@BP� FQ

J> V ?B >MMOLMOF>QB >KA ABPFO>?IB CLO > PJ>II ?RPFKBPP QL ?>@HCFQ FQP

J>OHBQFKD�>@QFSFQFBP�FKQL�>�@LJMIBQB�J>OHBQFKD�PQO>QBDV�CO>JB T LOH�

4EB J>OHBQFKD PQO>QBDV MOL@BPP @LKPFPQP LC PBSBO>I @LJMLKBKQP�

%>@E @LJMLKBKQ PELRIA ?B @LKPFABOBA >KA ABPFDKBA @>OBCRIIV�
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@LJM>KV SFPFLK� @LJM>KV JFPPFLK� J>OHBQFKD L?GB@QFSBP� >KA QEB

J>OHBQFKD�PQO>QBDV�FQPBIC�
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3LRO@B�FK�CLLQKLQB��

Vision and Mission

It is awfully important to know what is and what is not your

business��
'BO QORAB�3QBFK�*>V�%??BK�

4EB K>H>DC HI6I:B:C I QOFBP QL >OQF@RI>QB QEB ILKD
QBOJ MROMLPB >KA

FAB>IFWBA KLQFLK LC TE>Q > ?RPFKBPP ELMBP QL ?B@LJB� �7 EBOB AL TB

PBB QEB ?RPFKBPP DLFKD�	 ) Q PELRIA @LFK@FAB TFQE QEB CLRKABOaP DL>IP

CLO QEB ?RPFKBPP� PQ>QFKD TE>Q QEB CLRKABO RIQFJ>QBIV BKSFPFLKP QEB

?RPFKBPP QL ?B�
�

4EB B>HH>DC HI6I:B:C I ILLHP QL >OQF@RI>QB QEB JLOB
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CRKA>JBKQ>I K>QROB LC > ?RPFKBPP �F�B�� TEV QEB ?RPFKBPP BUFPQP	� )Q

PELRIA ?B ABSBILMBA COLJ QEB @RPQLJBOaP MBOPMB@QFSB� ?B @LKPFPQBKQ

TFQE QEB SFPFLK� >KA >KPTBO QEOBB NRBPQFLKP� 7E>Q AL TB AL� ( LT

AL�T B�AL�FQ��!KA�CLO�TELJ�AL�T B�AL�FQ�

"LQE QEB SFPFLK PQ>QBJBKQ >KA QEB JFPPFLK PQ>QBJBKQ JRPQ ?B

ABSBILMBA @>OBCRIIV ?B@>RPB QEBV bMOLSFAB AFOB@QFLK CLO > KBT LO

PJ>II CFOJ� TFQELRQ TEF@E FQ FP AFCCF@RIQ QL ABSBILM > @LEBPFSB MI>K�

)K QROK� QEFP >IILTP QEB CFOJ QL MROPRB >@QFSFQFBP QE>Q IB>A QEB

LOD>KFW>QFLK CLOT >OA >KA >SLFA ABSLQFKD OBPLRO@BP QL >@QFSFQFBP QE>Q

AL KLQ�c� !IQELRDE FKMRQ J>V ?B PLRDEQ COLJ LQEBOP� QEB RIQFJ>QB

OBPMLKPF?FIFQV CLO QEB @LJM>KV SFPFLK >KA JFPPFLK PQ>QBJBKQP OBPQP

TFQE QEB PJ>II ?RPFKBPP LTKBO� 4EB CLIILTFKD >OB BU>JMIBP LC ?LQE

PQ>QBJBKQP�

d 0>H>DC�HI6I:B:C I� b7FQEFK�QEB�KBUQ�CFSB�VB>OP�

- BQOLJ>K>DB�@LJ�TFII�?B @LJB�>�IB>AFKD�MOLSFABO�LC

J>K>DBJBKQ�PLCQT >OB�QL�.LOQE�!JBOF@>K�PJ>II�?RPFKBPPBP�?V

MOLSFAFKD�@RPQLJFW>?IB��RPBO
COFBKAIV�PLCQT >OB�P@>IBA�QL�PJ>II

?RPFKBPP�KBBAP�c��
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T >KQ�C>FO�MOLCFQ�CLO�QEB�LTKBOP�>KA�>�OBT >OAFKD�MI>@B�QL�TLOH

CLO�QEB�BJMILVBBP�c��

Marketing Objectives

' 6G@:I>C< D7?:8I>K:H >OB TE>Q > @LJM>KV T>KQP QL >@@LJMIFPE

TFQE FQP J>OHBQFKD� 4EBV I>V QEB DOLRKAT LOH CLO CLOJRI>QFKD QEB

J>OHBQFKD PQO>QBDV� !IQELRDE CLOJRI>QBA FK > S>OFBQV LC T>VP� QEBFO

>@EFBSBJBKQ PELRIA IB>A QL P>IBP� 4EB @OB>QFLK LC J>OHBQFKD

L?GB@QFSBP FP LKB LC QEB JLPQ @OFQF@>I PQBMP > ?RPFKBPP TFII Q>HB� 4EB

@LJM>KV KBBAP QL HKLT � >P MOB@FPBIV >P MLPPF?IB� TE>Q FQ T>KQP QL

>@EFBSB�?BCLOB�>IIL@>QFKD�>KV�OBPLRO@BP�QL�QEB�J>OHBQFKD�BCCLOQ�

->O HBQFKD L?GB@QFSBP PELRIA ?B 3-!24� PMB@FCF@� JB>PRO>?IB�

>@EFBS>?IB� OB>IFPQF@� >KA QFJB
?>PBA �F�B�� E>SB > PQ>QBA QFJB CO>JB

CLO >@EFBSBJBKQ	� )Q E>P ?BBK OB@LJJBKAB A QE>Q PJ>II ?RPFKBPPBP

IFJFQ QEB KRJ?BO LC L?GB@QFSBP QL > J>UFJRJ LC QEOBB LO CLRO� )C VLR

E>SB CBT BO QE>K QT L L?GB@QFSBP� VLR >OBKaQ DOLTFKD VLRO ?RPFKBPP

IFHB VLR PELRIA ?B FK LOABO QL HBBM RM TFQE QEB J>OHBQ� (>SFKD JLOB

QE>K CLRO L?GB@QFSBP TFII AFSFAB VLRO >QQBKQFLK� >KA QEFP J>V OBPRIQ

FK > I>@HIRPQBO PELTFKD LK B>@E L?GB@QFSB >KA KL ?FD PR@@BPPBP���

)C > PJ>II ?RPFKBPP E>P JRIQFMIB J>OHBQFKD L?GB@QFSBP� QEBV TFII E>SB

QL ?B BS>IR>QBA QL BKPROB QE>Q QEBV AL KLQ @LKCIF@Q TFQE B>@E LQEBO�

��� b/O D>KF@�2BPQ>RO>KQ�"RPFKBPP�0I>K��3QRAFL�� �c�"MI>KP�

>@@BPPBA�$B@BJ?BO����������T T T �?MI>KP�@LJ �

LOD>KF@=OBPQ>RO>KQ=?RPFKBPP=MI>K�
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4EB @LJM>KV PELRIA >IPL ABQBOJFKB FC FQ E>P QEB OBPLRO@BP

KB@BPP>OV�QL�>@@LJMIFPE�>II�FQP�L?GB@QFSBP���

&LO PJ>II ?RPFKBPPBP QE>Q >IOB>AV E>SB� LO >OB ILLHFKD QL E>SB�

> TB? MOBPBK@B >KA PBII QEBFO MOLAR@QP LO PBOSF@BP LKIFKB�:


B6G@:I>C< L?GB@QFSBP JRPQ ?B FK@IRABA TFQE >II LQEBO J>OHBQFKD

L?GB@QFSBP� %
J>OHBQFKD FP ABCFKBA >P bQEB OBPRIQ LC FKCLOJ>QFLK

QB@EKLILDV >MMIFBA QL QO>AFQFLK>I J>OHBQFKD�c�� 4EB FPPRBP LC

@LK@BOK >KA CL@RP TFII ?B QEB P>JB >P CLO QO>AFQFLK>I J>OHBQFKD

L?GB@QFSBP� 4EB AFCCBOBK@B FP FK QEB SBKRB �F�B�� LKIFKB SBOPRP

LKDOLRKA	� %U>JMIBP LC B
J>OHBQFKD L?GB@QFSBP >OB >P CLIILTP� QL

BPQ>?IFPE > AFOB@Q PLRO@B LC OBSBKRB COLJ LOABOP LO >ASBOQFPFKD

PM>@B� FJMOLSB P>IBP ?V ?RFIAFKD >K FJ>DB CLO QEB @LJM>KVaP

MOLAR@Q� ?O>KA� >KA�LO @LJM>KV� ILT BO LMBO>QFKD @LPQP��� MOLSFAB

> PQOLKD MLPFQFSB @RPQLJBO BUMBOFBK@B� >KA @LKQOF?RQB QL ?O>KA

ILV>IQV� 4EB RIQFJ>QB L?GB@QFSB� ELT BSBO� TFII ?B bQEB @LJMOBEBKPFSB

��� !A>MQBA�COLJ�b->O HBQFKD�0I>K��->OHBQFKD�/?GB@QFSBP�>KA

3QO>QBDFBP�c�3J>II�" RPFKBPP�.LQBP��>@@BPPBA�$B@BJ?BO���
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FKQBDO>QFLK LC B
J>OHBQFKD >KA QO>AFQFLK>I J>OHBQFKD QL @OB>QB

PB>JIBPP�PQO>QBDFBP�>KA�Q>@QF@P�c��

The Marketing Strategy

7FQE FQP CL@RP ?BFKD LK >@EFBSFKD QEB J>OHBQFKD L?GB@QFSBP�

J>OHBQFKD PQO>QBDV FKSLISBP PBDJBKQFKD QEB J>OHBQ >KA PBIB@QFKD >

Q>ODBQ LO Q>ODBQP� J>HFKD AFCCBOBKQF>QFLK >KA MLPFQFLKFKD AB@FPFLKP�

>KA ABPFDKFKD QEB J>OHBQFKD JFU� 4EB ABPFDK LC QEB MOLAR@Q �LKB

LC QEB CLRO 0P	 TFII FK@IRAB ABPFDK LC QEB @LJM>KV TB?PFQB�

$FCCBOBKQF>QFLK OBCBOP QL > @LJM>KVaP BCCLOQP QL PBQ FQP MOLAR@Q LO

PBOSF@B >M>OQ COLJ QEB @LJMBQFQFLK� >KA MLPFQFLKFKD FP MI>@FKD QEB

?O>KA �TEBQEBO PQLOB� MOLAR@Q� LO PBOSF@B	 FK QEB @LKPRJBOaP JFKA

FK OBI>QFLK QL LQEBO @LJMBQFKD MOLAR@QP ?>PBA LK MOLAR@Q QO>FQP

>KA ?BKBCFQP QE>Q >OB OBIBS>KQ QL QEB @LKPRJBO��� 4EBPB PQBMP >OB

AFP@RPPBA FK QEB PB@QFLKP b3BDJBKQ>QFLK >KA QEB 4>ODBQ ->OHBQc

QEOLRDE b->OHBQFKD 3QO>QBDV >KA 0OLJLQFLKc� )Q E>P ?BBK P>FA QE>Q

bFK PLJB @>PBP PQO>QBDV GRPQ E>MMBKP ?B@>RPB > J>OHBQ >KA >

MOLAR@Q CFKA B>@E LQEBO >KA DOLT LOD>KF@>IIV� ( LT BSBO� PJ>II

?RPFKBPPBP QE>Q RKABOPQ>KA QEB MLT BO LC >K LSBO>O@EFKD J>OHBQFKD

PQO>QBDV� CFIQBOBA >KA FKCRPBA FK BSBOV Q>@QF@>I MOL@BPP� TFII RPR>IIV

BKGLV�DOB>QBO�PR@@BPP�c��
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Key Takeaways
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d %
J>OHBQFKD�L?GB@QFSBP�JRPQ�?B�FK@IRABA�TFQE�QO>AFQFLK>I

J>OHBQFKD�L?GB@QFSBP�

d %
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Q>ODBQ�LO�Q>ODBQP��J>HFKD�AFCCBOBKQF>QFLK�>KA�MLPFQFLKFKD

AB@FPFLKP��>KA�ABPFDKFKD�QEB�J>OHBQFKD�JFU��4EB�ABPFDK�LC�QEB

MOLAR@Q�TFII�FK@IRAB�ABPFDK�LC�QEB�@LJM>KV�TB?PFQB�
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Segmentation and the Target
Market

Segmentation

' 6G@:I H:<B:C I6I>DCAFSFAFKD > J>OHBQ FKQL OBI>QFSBIV

ELJLDBKBLRP PR?DOLRMP QE>Q ?BE>SB JR@E QEB P>JB T>V FK QEB

J>OHBQMI>@B� FP QEB KB@BPP>OV MOB@ROPLO QL PBIB@QFKD > Q>ODBQ J>OHBQ

LO Q>ODBQ J>OHBQP� 4EB BUQBKPFSB ?>PBP LK TEF@E > @LJM>KV FP >?IB

QL PBDJBKQ > J>OHBQ >OB MOBPBKQBA FK QEB Q>?IB ?BILT @>IIBA b->OHBQ

3BDJBKQ>QFLKc� 4EB @E>IIBKDB FP HKLTFKD TEF@E DOLRM�P	 QL PBIB@Q�

->K V PJ>II ?RPFKBPP LTKBOP E>SB > DLLA FKQRFQFSB PBKPB LC QEB

PBDJBKQP QE>Q J>HB PBKPB CLO QEB ?RPFKBPP� >KA QEBV @ELLPB QL DL

TFQE QE>Q FKQRFQFLK FK ABSFPFKD QEBFO J>OHBQFKD PQO>QBDV� ( LT BSBO�

QE>Q FKQRFQFLK J>V KLQ ?B MOB@FPB LO @ROOBKQ BKLRDE QL ?B LC QEB

JLPQ EBIM FK MI>KKFKD > J>OHBQFKD PQO>QBDV� ->O HBQFKD OBPB>O@E @>K

?B�LC�EBIM�EBOB��BSBK�QL�QEB�PJ>IIBPQ�LC�?RPFKBPPBP�

->O HBQFKD OBPB>O@E @>K EBIM QEB PJ>II ?RPFKBPP FABKQFCV >KA

OBCFKB QEB PBDJBKQP QE>Q LCCBO QEB DOB>QBPQ LMMLOQRKFQFBP� 0>OQ LC

QE>Q MOL@BPP TFII ?B QL FABKQFCV PBDJBKQP QE>Q JBBQ QEB

OBNRFOBJBKQP LC B:6HJG67>A>IN� HJ7HI6CI>6A>IN� HI67>A>IN�

688:HH>7>A>IN� 68I>DC67>A>IN� >KA 9>;;:G:C I>6AOBPMLKPB�
��

- BBQFKD

QEBPB OBNRFOBJBKQP TFII FK@OB>PB QEB @E>K@BP CLO PR@@BPPCRI

PBDJBKQ>QFLK�

��� $ >K>
.F@LIBQ>�,>P@R�>KA�+BKKBQE�%��#ILT ��%PPBKQF>IP�LC

->O HBQFKD��->PLK��/(��! QLJF@�$LD�0R?IFPEFKD������	�

���^ ���

#E>MQBO���
�->OHBQFKD�3QO>QBDV X���



d ' :6HJG67>A>IN� )P�FQ�B>PV�QL�FABKQFCV�>KA�BPQFJ>QB�QEB�PFWB�LC�>

PBDJBKQ��!�PJ>II�?RPFKBPP�QE>Q�JLSBP�CLOT >OA�TFQELRQ�>�@IB>O

ABCFKFQFLK�LC�FQP�J>OHBQ�PBDJBKQP�FP�TLOHFKD�?IFKA��)KQRFQFLK

@>K�LKIV�DL�PL�C>O��!OB�QEBOB�MBLMIB�TEL�>OB�FKQBOBPQBA�FK

COBPEIV�?>HBA�@LLHFBP�CLO�ALDP��FQ�TLRIA�PBBJ�PL	��>KA�ELT

J>K V�LC�QEBPB�MBLMIB�>OB�QEBOB� ��

d - J7HI6CI>6A>IN� )P�QEB�PBDJBKQ�I>ODB�>KA�MOLCFQ>?IB�BKLRDE�QL

GRPQFCV�>K�FKSBPQJBKQ��!�PJ>II�?RPFKBPP�J>V�KLQ�OBNRFOB�>�ERDB

KRJ?BO�LC�@RPQLJBOP�QL�?B�MOLCFQ>?IB��?RQ�QEBOB�PELRIA�?B

BKLRDE�MBLMIB�FKQBOBPQBA�FK�QEB�MOLAR@Q�LO�QEB�PBOSF@B�?BFKD

LCCBOBA�QL�J>HB�LMBO>QFKD�QEB�?RPFKBPP�TLOQETEFIB��&>K@V

ABPFDKBO�@ILQEBP�CLO�ALDP��CLO�BU>JMIB��FP�>�?RPFKBPP�QE>Q�@>K

PROSFSB_?RQ�KLQ�BSBOVTEBOB��

d - I67>A>IN� 3Q>?FIFQV�E>P�QL�AL�TFQE�@LKPRJBO�MOBCBOBK@BP��!OB

QEBV�PQ>?IB�LSBO�QFJB��!IQELRDE�PBDJBKQP�TFII�@E>KDB�LSBO

QFJB��>�PJ>II�?RPFKBPP�KBBAP�QL�?B�>T >OB�LC�MOBCBOBK@BP�QE>Q

>OB�@LKQFKRLRPIV�@E>KDFKD��3J>II�?RPFKBPPBP�@>K�?B�JLOB

KFJ?IB�>Q�>A>MQFKD�QEBFO�?RPFKBPPBP�QL�@E>KDB��?RQ�QLL�JR@E

SLI>QFIFQV�@>K�?B�A>J>DFKD�QL�>�?RPFKBPPaP�LMBO>QFLKP�

d � 88:HH>7>A>IN� #>K�>�?RPFKBPP�@LJJRKF@>QB�TFQE�>KA�OB>@E�QEB

PBDJBKQ��!�PJ>II�?RPFKBPP�FKQBOBPQBA�FK�TLJBK�TEL�T LOH

LRQPFAB�QEB�ELJB�TFII�MOBPBKQ�DOB>QBO�@LJJRKF@>QFLK

@E>IIBKDBP�QE>K�TFII�PQ>V
>Q
ELJB�TFSBP�>KA�JLQEBOP�

d � 8I>DC67>A>IN� )P�>�PJ>II�?RPFKBPP�@>M>?IB�LC�ABPFDKFKD�>K

BCCB@QFSB�J>OHBQFKD�MOLDO>J�QE>Q�@>K�PBOSB�QEB�@ELPBK�J>OHBQ

PBDJBKQ��4EBOB�T>P�>�PJ>II�J>KRC>@QROBO�LC�ILT 
MOF@BA

@FD>OBQQBP�FK�6FODFKF>�QE>Q�CLRKA�FQ�AFCCF@RIQ�QL�@LJMBQB�TFQE�QEB

?FD�?O>KAP�>KA�LQEBO�BPQ>?IFPEBA�ILT BO
MOF@BA�?O>KAP�PR@E�>P

">FIBVaP��4EB�J>KRC>@QROBOaP�PLIRQFLK�T>P�QL�PBII�QL�2RPPF>

��� #EB@H�LRQ�(>MMV�( B>OQP�$LD�#LLHFBP��CLOJBOIV�>Q

EQQM��� T T T �E>MMVEB>OQPALD@LLHFBP�@LJ �

��� PBB�TT T �O>IMEI>ROBK�@LJ

��� X#E>MQBO���
�->OHBQFKD�3QO>QBDV



TEBOB�b->AB�FK�6FODFKF>��53!c�TLOHBA�SBOV�TBII�TFQE

@RPQLJBOP�>KA�OBQ>FIBOP���

d � >;;:G:C I>6A�G:HEDCH:�4EB�BUQBKQ�QL�TEF@E�J>OHBQ�PBDJBKQP

>OB�B>PFIV�AFPQFKDRFPE>?IB�COLJ�B >@E�LQEBO�>KA�OBPMLKA

AFCCBOBKQIV�QL�@LJM>KV�J>OHBQFKD�PQO>QBDFBP�� � &LO�QEB�PJ>II

?RPFKBPP�QE>Q�@ELLPBP�LKIV�LKB�PBDJBKQ��QEFP�FP�KLQ�>K�FPPRB�

( LT BSBO��QEB�PJ>II�J>KRC>@QROBO�LC�O>JBK�KLLAIBP�FK�.BT

9LOH�#FQV�KBBAP�QL�HKLT�TEB QEBO�QEBOB�>OB�AFCCBOBKQ�PBDJBKQP

CLO�QEB�MOLAR@Q�>KA�TEBQEBO�QEB�J>OHBQFKD�PQO>QBDV�TFII�>MMB>I

QL�QELPB�PBDJBKQP�FK�QEB�P>JB�MLPFQFSB�T>V�

/K@B JRIQFMIB PBDJBKQP E>SB ?BBK FABKQFCFBA� FQ FP KB@BPP>OV QL

PBIB@Q > Q>ODBQ J>OHBQ LO Q>ODBQ J>OHBQP� )C LKIV > PFKDIB PBDJBKQ E>P

?BBK�FABKQFCFBA��FQ�?B@LJBP�QEB�Q>ODBQ�J>OHBQ�

Target Market

4EB PBIB@QFLK LC >I6G<:I B6G @:I LO Q>ODBQ J>OHBQP TFII ?B ?>PBA

LK QEB PBDJBKQP QE>Q E>SB ?BBK FABKQFCFBA >P E>SFKD QEB DOB>QBPQ

MLQBKQF>I CLO QEB ?RPFKBPP� �)K #E>MQBO � b->OHBQFKD ">PF@Pb� > Q>ODBQ

J>OHBQ OBCBOP QL LKB LO JLOB PBDJBKQP QE>Q E>SB ?BBK @ELPBK >P

QEB CL@RP CLO ?RPFKBPP LMBO>QFLKP�	 /KIV PLJB LC QEB MBLMIB FK QEB

J>OHBQMI>@B TFII ?B FKQBOBPQBA FK ?RVFKD >KA�LO RPFKD > @LJM>KVaP

MOLAR@Q LO PBOSF@B� >KA KL @LJM>KV E>P QEB OBPLRO@BP QL ?B >II

��� $ >K>
.F@LIBQ>�,>P@R�>KA�+BKKBQE�%��#ILT ��%PPBKQF>IP�LC

->O HBQFKD��->PLK��/(��! QLJF@�$LD�0R?IFPEFKD������	�

����

� �� $ >K>
.F@LIBQ>�,>P@R�>KA�+BKKBQE�%��#ILT ��%PPBKQF>IP�LC

->O HBQFKD��->PLK��/(��! QLJF@�$LD�0R?IFPEFKD������	�

����

#E>MQBO���
�->OHBQFKD�3QO>QBDV X���



QEFKDP QL >II MBLMIB� 2BPLRO@BP >OB >IT >VP CFKFQB� ?RQ QEFP TFII

BPMB@F>IIV ?B QEB @>PB CLO QEB PJ>II ?RPFKBPP� PL >II J>OHBQFKD BCCLOQP

PELRIA�?B�AFOB@QBA�>P�MOB@FPBIV�>P�MLPPF?IB�

3BIB@QFKD QEB Q>ODBQ J>OHBQ PELRIA ?B DRFABA ?V PBSBO>I

@LKPFABO>QFLKP�� �

d  >C6C8>6A�8DC9>I>DC�D;�I=:�;>GB� ,FJFQBA�OBPLRO@BP�J>V�AF@Q>QB

QEB�PBIB@QFLK�LC�LKIV�LKB�Q>ODBQ�J>OHBQ�

d 1 =:I=:G�I=:�8DB E:I>I>DC�>H�><CDG>C<�HB6AA:G�H:<B:CIH� )C

VBP��QEFP�J>V�?B�>�OB>AV
J>AB�Q>ODBQ�J>OHBQ�

d #H�I=:�B6G@:I�C:L�ID�I=:�;>GB � )C�VBP��@LK@BKQO>QFKD�LK�LKB

Q>ODBQ�J>OHBQ�J>V�J>HB�QEB�JLPQ�PBKPB�

d - E:8>;>8�C::9�DG�L6CI� $LBP�QEB�MOLMLPBA�Q>ODBQ�J>OHBQ�E>SB�>

PMB@FCF@�KBBA�LO�T>KQ�CLO�QEB�MOLAR@Q�LO�QEB�PBOSF@B�

d � 7>A>IN�ID�7JN� $LBP�QEB�MOLMLPBA�Q>ODBQ�J>OHBQ�E>SB�QEB

OBPLRO@BP�QL�?RV�QEB�MOLAR@Q�LO�QEB�PBOSF@B�

d 1 >AA>C<C:HH�ID�7JN� )P�QEB�MOLMLPBA�Q>ODBQ�J>OHBQ�TFIIFKD�QL

?RV�QEB�MOLAR@Q�LO�QEB�PBOSF@B�

d 1 >AA�I=>H�I6G<:I�B6G @:I�7:�EG D;>I67A:� 4EBOB�KBBAP�QL�?B

BKLRDE�ABJ>KA�QL�J>HB�JLKBV�

#ELLPFKD QEB OFDEQ Q>ODBQ J>OHBQ FP > @OFQF@>I M>OQ LC QEB J>OHBQFKD

PQO>QBDV LC > PJ>II ?RPFKBPP� 4EB Q>ODBQ J>OHBQ PELRIA ?B QEB ?BPQ

J> Q@E CLO > @LJM>KVaP MOLAR@QP >KA PBOSF@BP� QERP EBIMFKD QL

J>UFJFWB�QEB�BCCF@FBK@V�>KA�BCCB@QFSBKBPP�LC�FQP�J>OHBQFKD�BCCLOQP�

� �� 3RP>K�->'B B��b( LT�QL�)ABKQFCV�>�4>ODBQ�->OHBQ�>KA

0OBM>OB�>�#RPQLJBO�0OLCFIB�c�>@@BPPBA�*>KR>OV�� ��������

EQQM��� BAT >OAILT B�LOD�BO@��BO @)$��� ����!A>MQBA�COLJ

b��2 B>PLKP�QL�#ELLPB�>�4>ODBQ�->OHBQ�c�- LOKFKDPQ>O

->O HBQFKD�#L>@E��$B@BJ?BO�����������>@ @BPPBA

$B@BJ?BO����������T T T �JLOKFKDPQ>OJRIQFJBAF>�@LJ �

�
O B>PLKP
QL
@ELLPB
>
Q>ODBQ
J>OHBQ�

��� X#E>MQBO���
�->OHBQFKD�3QO>QBDV



)C > PJ>II ?RPFKBPP T>KQP QL DL TFQE >C>8=: B6G@:I � QEB P>JB

@LKPFABO>QFLKP >MMIV� ! KF@EB J>OHBQ FP > PJ>II� JLOB K>OOLT IV

ABCFKBA J>OHBQ QE>Q FP KLQ ?BFKD PBOSBA TBII LO >Q >II ?V J>FKPQOB>J

MOLAR@Q LO PBOSF@B J>OHBQBOP� 4EB DOB>Q >AS>KQ>DB LC MROPRFKD >

KF@EB J>OHBQ FP QE>Q VLR >OB IFHBIV QL ?B >ILKB QEBOB� bLQEBO PJ>II

?RPFKBPPBP J>V KLQ ?B >T >OB LC VLRO M>OQF@RI>O KF@EB J>OHBQ� >KA

I>ODB ?RPFKBPPBP TLKaQ T>KQ QL ?LQEBO TFQE FQ�c�� )AB>IIV� > PJ>II

?RPFKBPP J>OHBQFKD QL > KF@EB J>OHBQ TFII ?B QEB LKIV LKB ALFKD

PL� .F@EBP >OB SBOV FJMLOQ>KQ QL PJ>II ?RPFKBPPBP QE>Q T>KQ QL

PBII MOF@BV @EL@LI>QBP��� 4EBV CL@RP LK KF@EBP PR@E >P TBAAFKDP�

PB>PLK>I LCCBOFKDP� >KA PMB@F>IQV FQBJP� 4EBV >IPL PBII LKIFKB FK LOABO

QL�OB>@E�>�?OL>ABO�J>OHBQ�

Key Takeaways

d ->O HBQ�PBDJBKQP�>KA�Q>ODBQ�J>OHBQP�>OB�QEB�?>PFP�CLO�@OB>QFKD

>K�BCCB@QFSB�J>OHBQFKD�JFU�

d 3BDJBKQ>QFLK�>KA�Q>ODBQ�J>OHBQ�AB@FPFLKP�JRPQ�?B�J>AB�CLO

?LQE�LKDOLRKA�>KA�LKIFKB�@RPQLJBOP�

d ->O HBQ�PBDJBKQ>QFLK�MOB@BABP�QEB�PBIB@QFLK�LC�>�Q>ODBQ

J>OHBQ�

d 4EBOB�>OB�J>K V�T>VP�QL�PBDJBKQ�>�J>OHBQ�

d 3BDJBKQP�JRPQ�?B�JB>PRO>?IB��PR?PQ>KQF>I��PQ>?IB��>@@BPPF?IB�

>@QFLK>?IB��>KA�B>PFIV�AFPQFKDRFPE>?IB�COLJ�LQEBO�PBDJBKQP�

d 4EB�Q>ODBQ�J>OHBQ�PELRIA�?B�QEB�PBDJBKQ�LO�PBDJBKQP�QE>Q

PELT�QEB�DOB>QBPQ�MOLCFQ�MLQBKQF>I�CLO�>�PJ>II�?RPFKBPP�

��� 3RP>K�7>OA��b.F@EB�->OHBQ�c�!?LRQ�@LJ��>@@BPPBA

$B@BJ?BO����������P?FKCL@>K>A>�>?LRQ�@LJ �@P�

J>OHBQFKD�D�KF@EBJ>OHBQ�EQJ�

��� PBB��CLO�BU>JMIB�TT T �@L@L>ALI@B�@LJ �>?LRQ�MEM

#E>MQBO���
�->OHBQFKD�3QO>QBDV X���



d !�KF@EB�J>OHBQ�FP�>�PJ>II��JLOB�K>OOLT IV�ABCFKBA�Q>ODBQ�J>OHBQ

QE>Q�FP�KLQ�?BFKD�PBOSBA�TBII�LO�>Q�>II�?V�LQEBO�?RPFKBPPBP�

Differentiation and
Positioning

Differentiation

$FCCBOBKQF>QFLK� PBQQFKD VLROPBIC >M>OQ COLJ QEB @LJMBQFQFLK� FP LKB

LC QEB JLPQ FJMLOQ>KQ >KA BCCB@QFSB J>OHBQFKD QLLIP >S>FI>?IB QL

PJ>II ?RPFKBPP LTKBOP��� %CCB@QFSB AFCCBOBKQF>QFLK @>K MRQ > ?RPFKBPP

�LO > ?O>KA	 FK QEB QLM MLPFQFLK >JLKD QEB @LJMBQFQFLK� ?RQ >K

FKBCCB@QFSB AFCCBOBKQF>QFLK PQO>QBDV @>K IB>SB > ?RPFKBPP ?ROFBA FK QEB

JFAAIB LO >Q QEB ?LQQLJ LC QEB M>@H��� ! PR@@BPPCRI AFCCBOBKQF>QFLK

��� "LKK V�!I ?L��b->HFKD�>�"RPFKBPP�3Q>KA�/RQ�COLJ�) QP

#LJMB QFQLOP�c�%KQOBMOBKBROP� �3RFQB������!RDRPQ�������� �

>@@BPPBA�$B@BJ?BO����������?LKK V
>I?L�PRFQB����@LJ �

J>OHBQFKD
PQO>QBDV
AFCCBOBKQF>QFLK
>�������

��� +FJ�4 ��'LO ALK��b$>OB�QL�"B�$FCCBOBKQ�c�!MOFI���������

>@@BPPBA�$B@BJ?BO����������T T T �BKQOBMOBKBRO�@LJ �

>OQF@IB��� ����

��� X#E>MQBO���
�->OHBQFKD�3QO>QBDV



PQO>QBDV @>KKLQ ?B FJFQ>QBA ?V @LJMBQFQLOP_?RQ FQ @>K ?OFKD VLR

DOB>Q�PR@@BPP�TFQE�@LKPRJBOP���

3J>II ?RPFKBPPBP� TEBQEBO ?RPFKBPP
QL
@LKPRJBO �"�#	 LO

?RPFKBPP
QL
?RPFKBPP �"�"	� @>K AFCCBOBKQF>QB QEBFO @LJM>KFBP LO

?O>KAP FK J>KV AFCCBOBKQ T>VP� NR>IFQV� PBOSF@B� MOF@B� AFPQOF?RQFLK�

MBO@BFSBA @RPQLJBO S>IRB� ARO>?FIFQV� @LKSBKFBK@B� T>OO>KQV�

CFK>K@FKD� O>KDB LC MOLAR@QP�PBOSF@BP LCCBOBA� >@@BPPF?FIFQV�

MOLAR@QFLK JBQELA�P	� OBIF>?FIFQV� C>JFIF>OFQV� MOLAR@Q FKDOBAFBKQP�

>KA @LJM>KV FJ>DB >OB >II AFCCBOBKQF>QFLK MLPPF?FIFQFBP��� 4EBOB >OB

LQEBOP >P TBII� IFJFQBA LKIV ?V QEB FJ>DFK>QFLK� /KB T>V QL RK@LSBO

AFCCBOBKQF>QFLK MLPPF?FIFQFBP FP QL BU>JFKB @RPQLJBO BUMBOFBK@B TFQE

>�MOLAR@Q�LO�>�PBOSF@B�?V�>PHFKD�QEB�CLIILTFKD�NRBPQFLKP���

d ( LT�AL�MBLMIB�?B@LJB�> T >OB�LC�QEBFO�KBBAP�CLO�>�MOLAR@Q�LO�>

PBOSF@B�

��� $ >K�( BOJ>K��b4EB�3ROMOFPFKD�3B@OBQ�LC�3R@@BPPCRI

$FCCBOBKQF>QFLK�c�&>PQ�#LJM>KV��*RKB����������>@ @BPPBA

$B@BJ?BO����������T T T �C>PQ@LJM>KV�@LJ �?ILD�A>K


EBOJ>K�LRQPJ>OQ
J?>
@ILKBP�PROMOFPFKD
PB@OBQ


PR@@BPPCRI
AFCCBOBKQF>QFLK��

��� "LKK V�!I ?L��b->HFKD�>�"RPFKBPP�3Q>KA�/RQ�COLJ�) QP

#LJMB QFQLOP�c�%KQOBMOBKBROP� �3RFQB������!RDRPQ�������� �

>@@BPPBA�$B@BJ?BO����������?LKK V
>I?L�PRFQB����@LJ �

J>OHBQFKD
PQO>QBDV
AFCCBOBKQF>QFLK
>�������

��� )>K�#��->@-FII>K�>KA�2FQ>�'RKQEBO�-@'O >QE�

b$FP@LSBOFKD�.BT�0 LFKQP�LC�$FCCBOBKQF>QFLK�c�( >OS>OA

" RPFKBPP�2BSFBT ��*RIV^!RDRPQ���� � �����^ �����>P�@FQBA�FK

0EFIFM�+LQIBO�>KA�+BSFK�,>KB�+BIIBO��->O HBQFKD

->K>DBJBK Q��5MMBO�3>AAIB�2FSBO��.*��0 B>OPLK�0OBKQF@B

( >II������ 	����� �

#E>MQBO���
�->OHBQFKD�3QO>QBDV X���



d ( LT�AL�@RPQLJBOP�CFKA�>�@LJM>KVaP�LCCBOFKD�

d ( LT�AL�@RPQLJBOP�J>HB�QEBFO�CFK>I�PBIB@QFLK�

d ( LT�AL�@LKPRJBOP�LOABO�>KA�MRO@E>PB�QEB�MOLAR@Q�LO�QEB

PBOSF@B�

d 7 E>Q�E>MMBKP�TEBK�QEB�MOLAR@Q�LO�QEB�PBOSF@B�FP�ABIFSBOBA�

d ( LT�FP�QEB�MOLAR@Q�FKPQ>IIBA�

d ( LT�FP�QEB�MOLAR@Q�LO�QEB�PBOSF@B�M>FA�CLO�

d ( LT�FP�QEB�MOLAR@Q�PQLOBA�

d ( LT�FP�QEB�MOLAR@Q�JLSBA�>OLRKA�

d 7 E>Q�FP�QEB�@LKPRJBO�OB>IIV�RPFKD�QEB�MOLAR@Q�CLO�

d 7 E>Q�AL�@LKPRJBOP�KBBA�EBIM�TFQE�TEBK�QEBV�RPB�QEB

MOLAR@Q�

d 7 E>Q�>?LRQ�OBQROKP�LO�BU@E>KDBP�

d ( LT�FP�QEB�MOLAR@Q�OBM>FOBA�LO�PBOSF@BA�

d 7 E>Q�E>MMBKP�TEBK�QEB�MOLAR@Q�FP�AFPMLPBA�LC�LO�KL�ILKDBO

RPBA�

. L J> QQBO TE>Q QEB ?>PBP >OB CLO AFCCBOBKQF>QFKD > @LJM>KV LO >

MOLAR@Q� QEB AB@FPFLK PELRIA ?B J>AB @>OBCRIIV TFQE QEB BUMB@Q>QFLK

QE>Q QEB AFCCBOBK@B @>KKLQ ?B FJFQ>QBA� 7 EBK @RPQLJBOP >OB >PHBA

TEBQEBO QEBV @>K QBII QEB AFCCBOBK@B ?BQT BBK > M>OQF@RI>O PJ>II

?RPFKBPP >KA FQP @ILPBPQ @LJMBQFQLOP� QEB >KPTBO TFII ELMBCRIIV ?B

VBP�

Positioning

0LPFQFLKFKD FP >?LRQ QEB JFKA LC QEB @LKPRJBO� MI>@FKD > @LJM>KV

LO > ?O>KA �PLJBQFJBP QEBV >OB QEB P>JB� B�D�� #>O?LKFQB� #>HB,L SB�

��� X#E>MQBO���
�->OHBQFKD�3QO>QBDV



>KA 3RD>O ">HBOV � 3 T BBQ 3ELM	 FK QEB @LKPRJBOaP JFKA FK OBI>QFLK

QL�QEB�@LJMBQFQFLK���

4EB MLPFQFLKFKD AB@FPFLK FP LCQBK QEB @OFQF@>I PQO>QBDF@ AB@FPFLK

CLO > @LJM>KV LO > ?O>KA ?B@>RPB QEB MLPFQFLK @>K ?B @BKQO>I QL

@RPQLJBOPa MBO@BMQFLK >KA @ELF@B AB@FPFLKP� &ROQEBO� ?B@>RPB >II

BIBJBKQP LC QEB J>OHBQFKD MOLDO>J @>K MLQBKQF>IIV >CCB@Q QEB

MLPFQFLK� FQ FP RPR>IIV KB@BPP>OV QL RPB > MLPFQFLKFKD PQO>QBDV >P >

CL@RP CLO ABSBILMFKD QEB J>OHBQFKD MOLDO>J� ! @IB>O MLPFQFLKFKD

PQO>QBDV @>K BKPROB QE>Q QEB BIBJBKQP LC QEB J>OHBQFKD MOLDO>J >OB

@LKPFPQBKQ�>KA�PRMMLOQFSB���

"LQE ?FD >KA PJ>II ?RPFKBPPBP MO>@QF@B MLPFQFLKFKD� ?RQ PJ>II

?RPFKBPPBP J>V KLQ HKLT FQ >P MLPFQFLKFKD� 4EB PJ>II ?RPFKBPP

LTKBO QEFKHP >?LRQ MLPFQFLKFKD FKQRFQFSBIV� ALBP KLQ RPB QEB

QBOJFKLILDV� >KA ALBP KLQ >IT >VP HKLT EL T QL MOLJLQB QEB

MLPFQFLK� !AAFQFLK>IIV� FK J>KV FC KLQ JLPQ PJ>II ?RPFKBPPBP� bQEB

MLPFQFLKFKD LC MOLAR@QP FP ?>PBA LK QEB LMFKFLKP LC QEB ?RPFKBPP

LTKBO� EFP LO EBO C>JFIV� >KA PBIB@QBA COFBKAP >KA C>JFIV�c�� 4EFP

KLQTFQEPQ>KAFKD� >K RKABOPQ>KAFKD LC MLPFQFLKFKD PELRIA ?B FK

BSBOV�PJ>II�?RPFKBPP�LTKBOaP�QLLI�HFQ�

3R@@BPPCRI MLPFQFLKFKD LC > PJ>II ?RPFKBPP LO FQP ?O>KA FP ?RFIQ

LK > TBII
ABCFKBA Q>ODBQ J>OHBQ @LJ?FKBA TFQE PLIFA MLFKQP LC

AFCCBOBKQF>QFLK� 4EBOB >OB PFU >MMOL>@EBP QL MLPFQFLKFKD QE>Q QEB

PJ>II�?RPFKBPP�LTKBO�PELRIA�@LKPFABO���

��� !I�2FBP�>KA�*>@H4OLRQ��0LPFQFLKFKD��4EB�">QQIB�CLO�9LRO

-FKA��. BT�9 LOH��- @'O >T 
( FII������	����

��� $ >SFA�!��! >HBO�>KA�'>OV�3E>KP?V��b0LPFQFLKFKD�9LRO

0OLAR@Q�c�"RPFKBPP�(LOFWLKP��-> V^*RKB���������^���

��� b0OLAR@Q�0LPFQFLKFKD�c�)K@���>@@BPPBA�$B@BJ?BO���������

T T T �FK@�@LJ �BK@V@ILMBAF>�MOLAR@Q
MLPFQFLKFKD�EQJI�

��� $ >SFA�!��! >HBO�>KA�'>OV�3E>KP?V��b0LPFQFLKFKD�9LRO

0OLAR@Q�c�"RPFKBPP�(LOFWLKP��-> V^*RKB���������^���
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�� * DH>I>DC>C<�7N�6IIG>7JI:� 4EB�JLPQ�COBNRBKQ�MLPFQFLKFKD

PQO>QBDV��4EB�CL@RP�FP�LK�>�M>OQF@RI>O�>QQOF?RQB��>�MOLAR@Q

CB>QROB��LO�@RPQLJBO�?BKBCFQ�#>HB,L SBFK�->OVI>KA�MLPFQFLKP

FQPBIC�>P�b@>HBP�COLJ�P@O>Q@Ec�TFQE�K>QRO>I�FKDOBAFBKQP��KLQ�QEB

IB>PQ�LC�TEF@E�FP�?RQQBO��ILQP�LC�FQ	�

�� * DH>I>DC>C<�7N�EG>8:�FJ6A>IN� !�S BOV�MBOS>PFSB�>MMOL>@E�QL

MLPFQFLKFKD��3LJB�PJ>II�@LJM>KFBP�>KA�?O>KAP�LCCBO�JLOB�FK

QBOJP�LC�PBOSF@B��CB>QROBP��LO�MBOCLOJ>K@B��>KA�>�EFDEBO�MOF@B

PBOSBP�QL�PFDK>I�QEFP�EFDEBO�NR>IFQV�QL�QEB�@RPQLJBO��!P�>K

BU>JMIB��$BOOV�#ERO@E�!OQFP>K�#EL@LI>QBP�>OB�SBOV�BUMBKPFSB�

?RQ�QEBV�MLPFQFLK�QEBJPBISBP�>P�E>SFKD�QEB�SBOV�EFDE�NR>IFQV

QE>Q�GRPQFCFBP�>�EFDE�MOF@B�*FJ�4��2V>K��b3T BBQ�3QO>QBDV��!OQFP>K

#EL@LI>QFBO�%VBP�)KQBOKBQ��#LOMLO>QB�'FSFKD�CLO�'OLTQE�c
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RPBA�LO�AFCCBOBKQ�>MMIF@>QFLKP�LC�QEB�MOLAR@Q��!�PLIFQ>OV�@RPQLJ

Q>FILOFKD�PELM�IL@>QBA�FK�>�ALTKQLTK�MOLCBPPFLK>I�LCCF@B�>OB>

@LRIA�MLPFQFLK�FQPBIC�>P�QEB�LKIV�Q>FILO�TEBOB�VLR�@>K

@LKSBKFBKQIV�DL�bCLO�IRK@E�c

�� * DH>I>DC>C<�7N�EGD9J8I�JH:G� 4EB�CL@RP�PEFCQP�COLJ�QEB�MOLAR@Q

QL�QEB�RPBO� +).$�3 K>@HP>OB�@BOB>I�?>OP�MLPFQFLKBA�>P�>�PK>@H

?>O�CLO�QELPB�TEL�>OB�FKQBOBPQBA�FK�>�PK>@H�QE>Q�FP�TELIBPLJB�

@LKSBKFBKQ��Q>PQV��EB>IQEV��>KA�bB@LKLJF@>IIV�PRPQ>FK>?IB�>KA

PL@F>IIV�FJM>@QCRI�c�� )Q�FP�>�DOB>Q�PK>@H�CLO�EFHBOP�>KA�@>JMBOP�

�� * DH>I>DC>C<�7N�EGD9J8I�8A6HH�&L@RPBP�LK�MOLAR@Q
@I>PP

>PPL@F>QFLKP��!�@IB>KFKD�PBOSF@B�QE>Q�RPBP�LKIV�DOBBK�MOLAR@QP

>KA�MOL@BPPBP�@>K�MLPFQFLK�FQPBIC�>P�QEB�DOBBK�@ELF@B�FK

@IB>KFKD�PBOSF@BP�
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?RPFKBPP�?O>KA�QL�FQP�@LJMBQFQLOP��3LJB�@LJM>OFPLKP�TFII�?B

��� b/RO�3QLOV�c�+).$�( B>IQEV�3K>@HP��>@@BPPBA�$B@BJ?BO���
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SBOV�AFOB@Q��LQEBOP�TFII�?B�PR?QIB�� � !�PJ>II�J>KRC>@QROBO�QE>Q

ALBP�KLQ�JFPP�ABIFSBOV�QFJBP�>KA�J>HBP�MOLAR@QP�QE>Q�>OB�COBB

LC�CI>TP�@>K�MLPFQFLK�FQPBIC�LK�QEB�?>PFP�LC�QFJBIV�ABIFSBOV�>KA

J>KRC>@QROFKD�BU@BIIBK@B���

JoeÕs RedhotsÕ Business Positioning Strategy

JoeÕs Redhots TFII PBII MOBJFRJ
NR>IFQV ELQ ALDP >KA LQEBO OB>AV


QL
B>Q IRK@EBLK MOLAR@QP QL RMP@>IB ?RPFKBPP MBLMIB FK EFDE
QO>CCF@

RO?>K IL@>QFLKP�JoeÕs Redhots TFII ?B MLPFQFLKBA SBOPRP LQEBO

IRK@EBLK PQOBBQ SBKALOP >P bQEB ?BPQ MI>@B QL E>SB > NRF@H IRK@E�c

4EB OB>PLKP >OB QE>QJoeÕs Redhots E>SB QEB @IB>KBPQ @>OQP� QEB JLPQ

EVDFBKF@ PBOSBOP� QEB MROBPQ� COBPEBPQ MOLAR@QP� >KA QEB ?BPQ S>IRB�

0OF@BP TFII ?B >Q > PIFDEQ MOBJFRJ QL OBCIB@Q QEFP PRMBOFLO SBKAFKD

PBOSF@B� JoeÕs Redhots TFII >IPL ?B HKLTK CLO FQP CRK >KA MOLJLQFLK>I

MBOPLK>IFQV� LCCBOFKD @LKPRJBOP PLJBQEFKD PMB@F>I BSBOV TBBH CLO

JLKB Q>OV�P>SFKDP�>KA�CRK���

4EB @E>IIBKDB CLO > PJ>II ?RPFKBPP FP QL AB@FAB TEF@E >MMOL>@E QL

� �� $ >K>
.F@LIBQ>�,>P@R�>KA�+BKKBQE�%��#ILT ��%PPBKQF>IP�LC

->O HBQFKD��->PLK��/(��! QLJF@�$LD�0R?IFPEFKD������	�

����

��� ,FP>�.FBIPBK��b0OLAR@Q�0LPFQFLKFKD�>KA�$FCCBOBKQF>QFLK

3QO>QBDV�c�#EOLK�@LJ��>@@BPPBA�*RKB���������

EQQM��� PJ>II ?RPFKBPP�@EOLK�@LJ �MOLAR@Q
MLPFQFLKFKD


PQO>QBDV
���� �EQJI�

��� b0LPFQFLKFKD�3QO>QBDV�3Q>QBJBKQ�c�"RPFKBPP�/TKBOaP

4LLIHFQ��>@@BPPBA�$B@BJ?BO����������T T T �QLLIHFQ�@LJ �

PJ>II=?RPFKBPP=DRFAB�P?D�>PMU�KFA�0��=�����
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MLPFQFLKFKD > @LJM>KV LO > ?O>KA FP QEB ?BPQ CFQ� 4EFP AB@FPFLK bLCQBK

JB >KP PBIB@QFKD QELPB >PPL@F>QFLKP TEF@E >OB QL ?B ?RFIQ RMLK >KA

BJME>PFWBA >KA QELPB >PPL@F>QFLKP TEF@E >OB QL ?B OBJL SBA LO AB


BJME>PFWBA�c�� )K QEB MOL@BPP LC TOFQFKD > MLPFQFLKFKD PQ>QBJBKQ�

PLJBQEFKD QE>Q FP BK@LRO>DBA >P > T>V QL HBBM QEB ?RPFKBPP LK

QO>@H� ?B >T >OB LC QEB AFCCBOBK@B ?BQT BBK > ?OL>A MLPFQFLKFKD

PQ>QBJBKQ >KA > K>OOLT MLPFQFLKFKD PQ>QBJBKQ� ! ?OL>A PQ>QBJBKQ

PELRIA BK@LJM>PP BKLRDE QL >IILT > @LJM>KV QL >AA MOLAR@QP

TFQELRQ QEB KBBA QL @OB>QB > KBT MLPFQFLKFKD PQ>QBJBKQ LK >

COBNRBKQ ?>PFP� > K>OOLT MLPFQFLKFKD PQ>QBJBKQ MRQP > @LJM>KV FK >

bPMB@F>IFPQc�MLPFQFLK�FK�FQP�J>OHBQ���

d � GD69�EDH>I>DC�HI6I:B:C I� b0OLCBPPFLK>I�JLKBV�J>K>DBJBKQ

PBOSF@BP�CLO�AFP@BOKFKD�FKSBPQLOPc

d ( 6GGDL�EDH>I>DC�HI6I:B:C I� b%NRFQV�PQO>QBDFBP�CLO�ILT�OFPH

FKSBPQLOPc

d � GD69�EDH>I>DC�HI6I:B:C I� b%IBD>KQ�ELJB�CROKFPEFKDP�>Q

>CCLOA>?IB�MOF@BPc

d ( 6GGDL�EDH>I>DC�HI6I:B:C I� b/>H�CROKFQROB�CLO�BSBOV�OLLJ�FK

VLRO�ELRPBc��

��� $ >SFA�!��! >HBO�>KA�'>OV�3E>KP?V��b0LPFQFLKFKD�9LRO

0OLAR@Q�c�"RPFKBPP�(LOFWLKP��-> V^*RKB���������^���

��� !KA V�, >0LFKQB��b)P�9LRO�0LPFQFLKFKD�3Q>QBJBKQ�#LKCRPFKD

9LRO�#RPQLJBOP��c�3J>II�" RPFKBPP�"O>KAFKD��->V����

��� � ��>@@BPPBA�$B@BJ?BO���������

T T T �PJ>II ?RPFKBPP?O>KAFKD�@LJ ���� �FP
VLRO


MLPFQFLKFKD
PQ>QBJBKQ
@LKCRPFKD�
VLRO
@RPQLJBOP��4EB

CLIILTFKD�>OB�PLJB�BU>JMIBP�

��� !KA V�, >0LFKQB��b)P�9LRO�0LPFQFLKFKD�3Q>QBJBKQ�#LKCRPFKD

9LRO�#RPQLJBOP��c�3J>II�" RPFKBPP�"O>KAFKD��->V����

��� � ��>@@BPPBA�$B@BJ?BO���������
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Key Takeaways

d $FCCBOBKQF>QFLK�>KA�MLPFQFLKFKD�@LKPFABO>QFLKP�>OB�OBIBS>KQ�QL

B>@E�BIBJBKQ�LC�QEB�J>OHBQFKD�JFU�>P�TBII�>P�QEB�LKDOLRKA�>KA

LKIFKB�J>OHBQMI>@BP�

d $FCCBOBKQF>QFLK�>KA�MLPFQFLKFKD�@>K�@LKQOF?RQB�QL�QEB

@LJMBQFQFSB�>AS>KQ>DB�LC�>�PJ>II�?RPFKBPP�

d $FCCBOBKQF>QFLK�FP�LKB�LC�QEB�JLPQ�FJMLOQ>KQ�>KA�BCCB@QFSB

J>OHBQFKD�QLLIP�>S>FI>?IB�QL�>�PJ>II�?RPFKBPP�LTKBO�

d 3J>II�?RPFKBPPBP��?LQE�"�"�>KA�"�#��@>K�AFCCBOBKQF>QB�QEBFO

@LJM>KFBP�LO�?O>KAP�FK�J>KV�AFCCBOBKQ�T>VP�

d )AB>IIV��AFCCBOBKQF>QFLK�PELRIA�?B�ALKB�FK�>�T>V�QE>Q�@>KKLQ�?B

FJFQ>QBA�?V�QEB�@LJMBQFQFLK�

d 0LPFQFLKFKD�FP�>?LRQ�MI>@FKD�>�@LJM>KV�LO�>�?O>KA�FK�QEB�JFKA

LC�QEB�@LKPRJBO�FK�OBI>QFLK�QL�QEB�@LJMBQFQFLK��)Q�FP�>IT >VP

@LJM>O>QFSB�

d 3J>II�?RPFKBPPBP�MO>@QF@B�MLPFQFLKFKD�>P�JR@E�>P�I>ODBO

@LJM>KFBP�AL��?RQ�QEBV�J> V�KLQ�RPB�QEB�QBOJFKLILDV�

d !II�PJ>II�?RPFKBPP�LTKBOP�PELRIA�RKABOPQ>KA�TE>Q�MLPFQFLKFKD

FP�>KA�ELT�QEBV�@>K�RPB�FQ�QL�QEBFO�>AS>KQ>DB�

T T T �PJ>II ?RPFKBPP?O>KAFKD�@LJ ���� �FP
VLRO
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VLRO
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Marketing Strategy and
Product

4EB HBV BIBJBKQ FK QEB J>OHBQFKD JFU FP QEB MOLAR@Q� 7FQELRQ FQ�

MOF@B� MOLJLQFLK� >KA MI>@B >OB JLLQ� 4EB P>JB FP QORB CLO

J>OHBQFKD PQO>QBDV� &RICFIIFKD > @LJM>KVaP SFPFLK >KA JFPPFLK >KA

>@EFBSFKD�FQP�J>OHBQFKD�L?GB@QFSBP�JRPQ�?B�IBA�?V�QEB�MOLAR@Q�

4EBOB >OB JRIQFMIB AB@FPFLKP >KA @LKPFABO>QFLKP QE>Q C>@QLO FKQL

MOLAR@Q LO PBOSF@B ABSBILMJBKQ� CB>QROBP >KA ?BKBCFQP� MOLAR@Q JFU�

ABPFDK� ?O>KA� QEB MOLAR@Q IFCB @V@IB� >KA QEB @LJM>KV TB?PFQB�

+KLTFKD MOLAR@Q ABSBILMJBKQ FPPRBP @>K ?B SBOV EBIMCRI CLO BSBK

QEB PJ>IIBPQ ?RPFKBPP QE>Q FP ILLHFKD QL HBBM FQP @ROOBKQ MOLAR@Q

IFKB OBPMLKPFSB QL QEB @RPQLJBOP TEFIB >IPL ILLHFKD QL BUM>KA FQP

MOLAR@Q�IFKB�>P�QEB�@LJM>KV�DOLTP��FC�DOLTQE�FP�ABPFOBA	�

 68IDGH�>C�*GD9J8I�DG�-:GK>8:��:8>H>DCH
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Product Features and Benefits

! MOLAR@Q E>P JRIQFMIB I>VBOP� @LOB� >RDJBKQBA� >KA PVJ?LIF@�

4EBPB QEOBB I>VBOP @>K EBIM > PJ>II ?RPFKBPP LTKBO RKABOPQ>KA QEB

MOLAR@Q CB>QROBP >KA ?BKBCFQP QE>Q TFII ?BPQ ABIFSBO S>IRB QL @ROOBKQ

>KA MOLPMB@QFSB @RPQLJBOP� 4EBPB I>VBOP >IPL MOLSFAB QEB ?>PBP CLO

AFCCBOBKQF>QFKD >KA MLPFQFLKFKD QEB MOLAR@Q� 4EB MOLAR@Q I>VBOP OBCBO

QL ?LQE MOLAR@QP >KA PBOSF@BP >KA ?RPFKBPP
QL
@LKPRJBO �"�#	 LO

?RPFKBPP
QL
?RPFKBPP��"�"	�@RPQLJBOP�

.=:�*G D9J8I�&6N:GH

4EB 8DG: A6N:G FP QEB KRQP >KA ?LIQP LC > MOLAR@Q� FQP MEVPF@>I

>K>QLJV� >KA FQP ?>PF@ CB>QROBP� )Q FP >IPL QEB ?>PF@ ?BKBCFQ LO

MOL?IBJ PLIRQFLK QE>Q "�# LO "�" @RPQLJBOP >OB ILLHFKD CLO�

3LJB LKB ?RVFKD >K >FOIFKB QF@HBQ� CLO BU>JMIB� FP ?RVFKD

#E>MQBO���
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QO>KPMLOQ>QFLK��� 3LJB LKB ?RVFKD >K F@B @OB>J @LKB FP ?RVFKD >

ABIF@FLRP >KA CRK QOB>Q� 4EB @LOB I>VBO FP >IPL TEBOB @LKPFABO>QFLKP

LCFJ6A>IN ?BDFK� 1R>IFQV bOBCBOP QL LSBO>II MOLAR@Q NR>IFQV� OBIF>?FIFQV�

>KA QEB BUQBKQ QL TEF@E ;QEB MOLAR@Q LO QEB PBOSF@B< JBBQP

@LKPRJBOPa KBBAP�c >KA QEB MBO@BMQFLK LC NR>IFQV E>P QEB DOB>QBPQ

FJM>@Q LK @RPQLJBO P>QFPC>@QFLK��� $B@FPFLKP >?LRQ ABPFDK�

J>KRC>@QROFKD� MOBM>O>QFLK� FKDOBAFBKQP� PBOSF@B ABIFSBOV�

@LJMLKBKQ M>OQP� >KA MOL@BPP J>QBOF>IP >II OBCIB@Q > ?RPFKBPPaP

MEFILPLMEV >?LRQ NR>IFQV� 4EB 6J<B:C I:9 A6N:G FP TEBOB >AAFQFLK>I

S>IRB FP >AABA SF> QEFKDP PR@E >P M>@H>DFKD� MOLJLQFLK� T>OO>KQFBP�

DR>O>KQBBP� ?O>KA K>JB� ABPFDK� CFK>K@FKD LMMLOQRKFQFBP TEBOB

>MMOLMOF>QB� MOLJMQ >KA LK
QFJB PBOSF@B� >KA >AAFQFLK>I PBOSF@BP

QE>Q J>V BKE>K@B > MOLAR@Q� 4EB >RDJBKQBA I>VBO CLO 3LRQET BPQ

!FOIFKBP FP FQP TBII
HKLTK ?O>KA K>JB� FQP M>@H>DFKD >KA MOLJLQFLK

>P > bCRKc CIVFKD BUMBOFBK@B� >KA FQP b?>DP CIV COBBc MLIF@V� 4EB F@B

@OB>J @LKB QE>Q FP MRO@E>PBA FK >K LIA
C>PEFLKBA F@B @OB>J M>OILO

TFII IFHBIV ?B @LKPFABOBA LC DOB>QBO S>IRB QL J>KV @RPQLJBOP QE>K

QEB F@B @OB>J @LKB MRO@E>PBA >Q > $>FOV 1RBBK� )Q FP QEFP I>VBO

TEBOB J>KV J>OHBQFKD JFPQ>HBP >OB J>AB ?B@>RPB LMMLOQRKFQFBP

>OB JFPPBA� 4EB HNB7DA>8 A6N:G @>MQROBP QEB JB>KFKD LC > MOLAR@Q

QL > @LKPRJBO_FQP BJLQFLK>I >KA MPV@ELILDF@>I @LKKB@QFLKP� 4EBOB

>OB J>KV ILV>I @RPQLJBOP LC 3LRQET BPQ !FOIFKBP ?B@>RPB QEBV OB>IIV

BKGLV CIVFKD TFQE QEBJ� )Q FP FKBUMBKPFSB� @LKSBKFBKQ� >KA CRK� 4EB

LIA
C>PEFLKBA F@B @OB>J M>OILO TFII BKDBKABO KLPQ>IDF> >KA @OB>QB

MLT BOCRI BJLQFLK>I QFBP� 4EB JLPQ PBOFLRP J>OHBQFKD BOOLOP >OB

J>AB TEBK QEB PVJ?LIF@ MOLAR@Q I>VBO FP BFQEBO FDKLOBA LO KLQ

��� $ >K>
.F@LIBQ>�,>P@R�>KA�+BKKBQE�%��#ILT ��%PPBKQF>IP�LC

->O HBQFKD��->PLK��/(��! QLJF@�$LD�0R?IFPEFKD������	�

����

��� $ >K>
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RKABOPQLLA� 4EB MLT BO LC PVJ?LIFPJ PELRIA KBSBO ?B

RKABOBPQFJ>QBA�

%SBOV PJ>II ?RPFKBPP PELRIA ILLH >Q FQP MOLAR@QP TFQEFK QEB

@LKQBUQ LC QEB MOLAR@Q I>VBOP� )Q FP QEB @OB>QFSFQV >KA FJ>DFK>QFLK

LC QEB PJ>II ?RPFKBPP LTKBO TFQE QEB MOLAR@Q I>VBOP QE>Q @>K PBQ

> ?RPFKBPP >M>OQ� 4EBV MOLSFAB >K BU@BIIBKQ ?>PFP CLO AFPPB@QFKD >K

BUFPQFKD MOLAR@Q QL PBB TEBOB LMMLOQRKFQFBP J>V E>SB ?BBK JFPPBA�

CB>QROBP @LRIA ?B >AABA LO @E>KDBA� >KA CB>QROBP LO BKE>K@BJBKQP

@LRIA ?B BUMI>FKBA JLOB BCCB@QFSBIV FK MOLJLQFLK>I >@QFSFQFBP� 4EB

MOLAR@Q I>VBOP PELRIA >IPL ?B RPBA QL ABSBILM KBT MOLAR@QP QE>Q QEB

?RPFKBPP�MI>KP�QL�FKQOLAR@B�

Product Mix

!II PJ>II ?RPFKBPPBP E>SB > MOLAR@Q JFU� QEB PBIB@QFLK LC MOLAR@QP

LO PBOSF@BP QE>Q FP LCCBOBA QL QEB J>OHBQMI>@B� 7FQE OBPMB@Q QL QEB

MOLAR@Q JFU CLO PJ>II @LJM>KFBP� > @LJM>KV TFII RPR>IIV PQ>OQ LRQ

TFQE > IFJFQBA MOLAR@Q JFU� (LT BSBO� LSBO QFJB� > @LJM>KV J> V

T >KQ QL AFCCBOBKQF>QB MOLAR@QP LO >@NRFOB KBT LKBP QL BKQBO KBT

J>OHBQP� ! @LJM>KV @>K >IPL PBII BUFPQFKD MOLAR@QP QL KBT J>O HBQP

?V @LJFKD RM TFQE KBT RPBP CLO FQP MOLAR@QP��� . L J> QQBO QEB

>MMOL>@E� QEB MOLAR@Q JFU KBBAP QL ?B @OB>QBA PL QE>Q FQ FP

OBPMLKPFSB QL QEB KBBAP� T>KQP� >KA ABPFOBP LC QEB PJ>II ?RPFKBPPaP

Q>ODBQ�J>OHBQ�

&LO PJ>II ?RPFKBPPBP BKD>DBA FK B
J>OHBQFKD� MOLAR@Q PBIB@QFLK FP

> HBV BIBJBKQ CLO LKIFKB PR@@BPP� 0>OQ LC QEB @E>IIBKDB FP AB@FAFKD

TEF@E MOLAR@QP QL J>OHBQ LKIFKB ?B@>RPB PLJB MOLAR@QP PBII ?BQQBO

��� 2F@H�3RQQIB��b7 E>Q�)P�>�0OLAR@Q�-FU��c�#EOLK�@LJ�

>@@BPPBA�$B@BJ?BO����������PJ>II ?RPFKBPP�@EOLK�@LJ �

MOLAR@Q
JFU
��� �EQJI�

#E>MQBO���
�->OHBQFKD�3QO>QBDV X���



LKIFKB QE>K LQEBOP��� )C > ?RPFKBPP E>P > ?OF@H
>KA
JLO Q>O MOBPBK@B�

> AB@FPFLK JRPQ ?B J>AB TEBQEBO >II QEB FKSBKQLOV LO LKIV M>OQ LC

FQ TFII ?B PLIA LKIFKB� )QBJP QE>Q PBII TBII LKIFKB @E>KDB LSBO QFJB�

PL FQ FP FJMLOQ>KQ QL HBBM RM QL A>QB LK QEB @E>KDBP��� ! PB@LKA

AB@FPFLK QL ?B J>AB FP QEB KRJ?BO LC FQBJP FK QEB @>Q>ILD �F�B�� QEB

KRJ?BO LC FQBJP VLR TFII PBII	� 'FSBK FKQBKPB LKIFKB @LJMBQFQFLK >KA

PELMMBOPa ABPFOBP CLO DLLA PBIB@QFLKP� QEBOB KBBAP QL ?B > @OFQF@>I

J>PP LC MOLAR@QP >KA @ELF@BP_RKIBPP > @LJM>KV FP IR@HV BKLRDE

QL E>SB > SBOV K>OOLT KF@EB TFQE EFDE ABJ>KA� )C > @LJM>KV E>P

LKIV LKB LO QT L MOLAR@QP QL PBII� QEB PFQR>QFLK PELRIA ?B BS>IR>QBA

QL�ABQBOJFKB�TEBQEBO�PBIIFKD�LKIFKB�TFII�?B�MOLCFQ>?IB���

Product Design

)K EFP ?LLH�Re-imagine! Business Excellence in a Disruptive A ge���

4LJ 0 BQBOP ABSLQBP QT L @E>MQBOP QL QEB FJMLOQ>K@B LC ABPFDK QL

?RPFKBPP PR@@BPP� (B P>VP QE>Q ABPFDK FP bQEB MOFK@FM>I OB>PLK CLO

BJLQFLK>I >QQ>@EJBKQ �LO ABQ>@EJBKQ	 OBI>QFSB QL > MOLAR@Q PBOSF@B

LO BUMBOFBK@Bc_>KA EB NRLQBP !MMIBaP #%/ � 3QBSB *L?P� FK P>VFKD

��� *>K�: FJJBOJ>K��7 B?�->OHBQFKD�CLO�$RJJFBP���KA�BA�

�( L?LHBK��.*��7FIB V������ 	������

��� *>K�: FJJBOJ>K��7 B?�->OHBQFKD�CLO�$RJJFBP���KA�BA�

�( L?LHBK��.*��7FIB V������ 	������

��� *>K�: FJJBOJ>K��7 B?�->OHBQFKD�CLO�$RJJFBP���KA�BA�

�( L?LHBK��.*��7FIB V������ 	����� ^��

��� 4LJ�0 BQBOP�Re-imagine! Business Excellence in a

Disruptive A ge �,LKALK��$LOIFKD�+FKABOPIBV�,FJFQBA�

���� 	����� ^���

��� X#E>MQBO���
�->OHBQFKD�3QO>QBDV



QE>Q ABPFDK FP QEB bCRKA>JBKQ>I PLRI LC > J>K
J>AB @OB>QFLK�c��

4EFP FP QORB TEBQEBO QEB MOLAR@Q @LJBP COLJ > ?FD ?RPFKBPP LO >

PJ>II�?RPFKBPP�

*GD9J8I 9:H><CFKSLISBP >BPQEBQF@ MOLMBOQFBP PR@E >P @LILO� PE>MB�

QBUQROB� >KA BKQFOB CLOJ� ?RQ FQ >IPL FK@IRABP > @LKPFABO>QFLK LC

CRK@QFLK� BODLKLJF@P� QB@EKLILDV� >KA RP>?FIFQV�� >P TBII >P QLR@E�

Q>PQB� PJBII� PFDEQ� >KA PLRKA� 4EB MRIIFKD QLDBQEBO LC QEBPB QEFKDP�

>P >MMOLMOF>QB QL QEB PMB@FCF@ MOLAR@Q LO PBOSF@B ?BFKD ABPFDKBA�

PELRIA�OBPRIQ�FK�>�ABPFDK�QE>Q�J>Q@EBP�@RPQLJBO�BUMB@Q>QFLKP��

$BPFDK LCCBOP > MLT BOCRI T>V QL AFCCBOBKQF>QB >KA MLPFQFLK >

@LJM>KVaP MOLAR@QP >KA PBOSF@BP� LCQBK DFSFKD @LJM>KV >

@LJMBQFQFSB BADB��� )JMOLSBA MOLCFQ J>ODFKP COLJ FK@OB>PBA P>IBP

��� 4LJ�0 BQBOP��2B
FJ>DFKB��"RPFKBPP�%U@BIIBK@B�FK�>

$FPORMQFSB�!DB��,LKALK��$LOIFKD�+FKABOPIBV�,FJFQBA�

���� 	����� ^ �����>P�@FQBA�FK�"L?�, >JLKP��b3QOLKD�)J>DB

$BPFDK�#OB>QBP�0>PPFLK�CLO�&FOJ��)QP�0OLAR@QP�c�->OHBQFKD

. BTP��!MOFI������������ �

��� $ >K>
.F@LIBQ>�,>P@R�>KA�+BKKBQE�%��#ILT ��%PPBKQF>IP�LC

->O HBQFKD��->PLK��/(��! QLJF@�$LD�0R?IFPEFKD������	�

� ����$LJFKF@�$LK>IAPLK��b4EB�)JMLOQ>K@B�LC�'LLA

0OLAR@Q�$BPFDK�c�!OQFMLQ��$B@BJ?BO����������>@ @BPPBA

$B@BJ?BO����������T T T �>OQFMLQ�@LJ �>OQF@IBP�� ��� �� �

QEB�
FJMLOQ>K@B
LC
DLLA
MOLAR@Q
ABPFDK�EQJ�

��� b$BPFDK�OBMOBPBKQP�>�?>PF@��FKQOFKPF@�S>IRB�FK�>II�MOLAR@QP

>KA�PBOSF@BP�c4BA�-FKFKKF��b$BPFDK��4EB�.BT�#LOMLO>QB

->O HBQFKD�3QO>QBDV�c�->OHBQFKD0OLCP��.LSBJ?BO���������

>@@BPPBA�$B@BJ?BO����������T T T �J>OHBQFKDMOLCP�@LJ �

>OQF@IBP����� ��� �� �ABPFDK
QEB
KBT 
@LOMLO>QB


J>OHBQFKD
PQO>QBDV�

��� 0EFIFM�+LQIBO�>KA�+BSFK�,>KB�+BIIBO��->O HBQFKD

#E>MQBO���
�->OHBQFKD�3QO>QBDV X���



>KA FK@OB>PBA J>OHBQ PE>OB >OB LCQBK QEB OBPRIQ� )Q FP BPPBKQF>I QL DBQ

QEB SFPR>I ABPFDK LC > MOLAR@Q OFDEQ CLO QEB J>OHBQ VLR >OB >MMB>IFKD

QL��)Q�@>K�J>HB�QEB�AFCCBOBK@B�?BQT BBK�PBIIFKD�>�MOLAR@Q_LO�KLQ���

$BPFDK FP M>OQF@RI>OIV FJMLOQ>KQ FK J>HFKD >KA J>OHBQFKD OBQ>FI

PBOSF@BP� >MM>OBI� M>@H>DBA DLLAP� >KA ARO>?IB BNRFMJBKQ� 4EB

ABPFDKBO JRPQ CFDROB LRQ ELT JR@E QL FKSBPQ FK CLOJ� CB>QROB

ABSBILMJBKQ� MBOCLOJ>K@B� @LKCLOJ>K@B� ARO>?FIFQV� OBIF>?FIFQV�

OBM>FO>?FIFQV� >KA PQVIB� 4L QEB @LJM>KV� > TBII
ABPFDKBA MOLAR@Q FP

LKB QE>Q FP B>PV QL J>KRC>@QROB >KA AFPQOF?RQB� 4L QEB @RPQLJBO� >

T BII
ABPFDKBA MOLAR@Q FP LKB QE>Q FP MIB>P>KQ QL ILLH >Q >KA B>PV QL

LMBK� FKPQ>II� RPB� OBM>FO� >KA AFPMLPB LC� 4EB ABPFDKBO JRPQ Q>HB >II

QEBPB�C>@QLOP�FKQL�>@@LRKQ�

4EB >ODRJBKQP CLO DLLA ABPFDK >OB M>OQF@RI>OIV @LJMBIIFKD CLO

PJ>IIBO @LKPRJBO MOLAR@QP @LJM>KFBP >KA PQ>OQ
RMP QE>Q AL KLQ

E>SB�?FD�>ASBOQFPFKD�ALII>OP���

1RFOHV�@LJ FP > PJ>II ?RPFKBPP QE>Q E>P Q>HBK MOLAR@Q ABPFDK QL >

TELIB KBT IBSBI� @LII>?LO>QFLK� &FOPQ PBBK >P > b?LIA ?RQ RIQFJ>QBIV

TFIA
BVBA FAB>�c�� 1RFOHV OB@BKQIV PB@ROBA �� JFIIFLK FK SBKQROB

->K>DBJBK Q��5MMBO�3>AAIB�2FSBO��.*��0 B>OPLK�0OBKQF@B

( >II������ 	������

��� $LJFKF@�$LK>IAPLK��b4EB�)JMLOQ>K@B�LC�'LLA�0OLAR@Q

$BPFDK�c�!OQFMLQ��$B@BJ?BO����������>@ @BPPBA�$B@BJ?BO

���������T T T �>OQFMLQ�@LJ �>OQF@IBP�� ��� �� �QEB


FJMLOQ>K@B
LC
DLLA
MOLAR@Q
ABPFDK�EQJ�

��� 0EFIFM�+LQIBO�>KA�+BSFK�,>KB�+BIIBO��->O HBQFKD

->K>DBJBK Q��5MMBO�3>AAIB�2FSBO��.*��0 B>OPLK�0OBKQF@B

( >II������ 	������

��� #IFCC�+R>KD��b0OLAR@Q
$BPFDK�3Q>OQRM�1RFOHV�'BQP���

-FIIFLK�FK�6#�&RKAFKD�c�&>PQ�#LJM>KV��!MOFI�������� �

>@@BPPBA�$B@BJ?BO����������T T T �C>PQ@LJM>KV�@LJ �

��� X#E>MQBO���
�->OHBQFKD�3QO>QBDV



CFK>K@FKD� ! @LJM>KV IFHB QEFP @LRIA ?B SBOV EBIMCRI QL > PJ>II

?RPFKBPP�QE>Q�FP�ILLHFKD�QL�FKQOLAR@B�>�KBT�MOLAR@Q�

$BPFDK FPPRBP >IPL >MMIV QL PBOSF@BP� 3LJB LC QEB ABPFDK FPPRBP

CLO PBOSF@BP QE>Q >OB ABIFSBOBA FK > PQLOB �B�D�� AOV @IB>KFKD� OBM>FO�

>KA OBPQ>RO>KQ	 >OB QEB P>JB >P CLO >KV OBQ>FI PQLOB� QEB ABPFDK LC

QEB MEVPF@>I PM>@B� QEB >MMB>O>K@B LC QEB MBOPLKKBI� QEB EBIMCRIKBPP

LC QEB MBOPLKKBI� QEB B>PB LC LOABOFKD� >KA QEB NR>IFQV LC PBOSF@B

ABIFSBOV� &LO PBOSF@BP QE>Q >OB MBOCLOJBA >Q > @RPQLJBOaP ELJB LO >Q

> ?RPFKBPP PFQB� QEB ABPFDK FPPRBP FK@IRAB QFJBIFKBPP� QEB >MMB>O>K@B

>KA EBIMCRIKBPP LC MBOPLKKBI� QEB NR>IFQV LC FKPQ>II>QFLK� PBOSF@B�

>KA OBM>FO� >KA QEB B>PB LC LOABOFKD QEB PBOSF@B� 4EB PMB@F>I

@E>O>@QBOFPQF@P LC PBOSF@BP �F�B�� >CI6C<>7>A>IN� E:G>H=67>A>IN�

>CH:E6G67>A>IN� >KA K6G>67>A>IN� >P ABCFKBA FK QEB CFDROB ?BILT 	

MOBPBKQ ABPFDK @E>IIBKDBP QE>Q >OB AFCCBOBKQ COLJ QELPB C>@BA ?V

MEVPF@>I�MOLAR@QP�

.=:��=6G 68I:G>HI>8H�D;�-:G K>8:H

���� �� � �MOLAR@Q
ABPFDK
PQ>OQRM
NRFOHV
DBQP
�
JFIIFLK


FK
S@
CRKAFKD�

#E>MQBO���
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3LRO@B�FK�CLLQKLQBP��

7 EBQEBO > PJ>II ?RPFKBPP FP LCCBOFKD > MOLAR@Q� > PBOSF@B� LO >

@LJ?FK>QFLK LC QEB QT L QL BFQEBO QEB "�# LO "�" J>OHBQMI>@B� QEBOB

FP KL NRBPQFLK QE>Q BU@BIIBKQ MOLAR@Q ABPFDK FP > D>QBT >V QL ?RPFKBPP

PR@@BPP�

Packaging Design

4EB ABPFDK LC QEB MOLAR@Q LO QEB PBOSF@B M>@H>DB FP >KLQEBO AB@FPFLK

@LJMLKBKQ LC QEB MOLAR@Q�* 68@6<>C<@>K ?B ABCFKBA >P b>II QEB

>@QFSFQFBP LC ABPFDKFKD >KA MOLAR@FKD QEB @LKQ>FKBO CLO > MOLAR@Q�c��

0>@H>DBP bBKD>DB RP @LKP@FLRPIV >KA RK@LKP@FLRPIV� 4EBV >OB

MEVPF@>I PQOR@QROBP ?RQ >Q QEB P>JB QFJB QEBV >OB SBOV JR@E >?LRQ

FIIRPFLK� 4EBV >MMB>I QL LRO BJLQFLKP >P TBII >P QL LRO OB>PLK�c��

4ERP QEB M>@H>DB @LJJRKF@>QBP ?LQE BJLQFLK>I >KA CRK@QFLK>I

?BKBCFQP QL QEB ?RVBO� >KA FQ @>K ?B > MLT BOCRI JB>KP LC MOLAR@Q

AFCCBOBKQF>QFLK� ! TBII
ABPFDKBA M>@H>DB @>K ?RFIA ?O>KA BNRFQV >KA

��� !A>MQBA�COLJ�$ >K>
.F@LIBQ>�,>P@R�>KA�+BKKBQE�%��#ILT �

%PPBKQF>IP�LC�->OHBQFKD��->PLK��/(��! QLJF@�$LD

0R?IFPEFKD������	�����^���

��� 0EFIFM�+LQIBO�>KA�+BSFK�,>KB�+BIIBO��->O HBQFKD

->K>DBJBK Q��5MMBO�3>AAIB�2FSBO��.*��0 B>OPLK�0OBKQF@B

( >II������ 	��� �� �

��� 2>KA>II�&OLPQ��b0>@H>DFKD�9LRO�"O>KAaP�0BOPLK>IFQV�c

" O>KA@E>KKBI��/@QL?BO����������>@ @BPPBA�$B@BJ?BO���

������T T T �?O>KA@E>KKBI�@LJ �CB>QROBP=BCCB@Q�>PM�MC=FA

�����

��� X#E>MQBO���
�->OHBQFKD�3QO>QBDV



AOFSB P>IBP��� ! MLLOIV ABPFDKBA M>@H>DB @>K QROK QEB @RPQLJBO LCC

>KA @>K IB>A QL TO>M O>DB_QEB >KDBO >KA CORPQO>QFLK QE>Q OBPRIQP

COLJ KLQ ?BFKD >?IB QL OB>AFIV >@@BPP > MOLAR@Q� TEF@E LCQBK IB>AP

QL FKGROFBP� !IQELRDE AFCCF@RIQ
QL
LMBK M>@H>DFKD J>V ?B PBBK >P

KB@BPP>OV ?V QEB J>KRC>@QROBOP >KA OBQ>FIBOP� FQ ALBP KLQ AL JR@E

CLO�>�MLPFQFSB�@RPQLJBO�BUMBOFBK@B�

Brand

! 7G6C9 FP ABCFKBA ?V QEB !JBOF@>K ->OHBQFKD !PPL@F>QFLK >P b>

K>JB� QBOJ� PFDK� PVJ?LI� LO ABPFDK� LO > @LJ?FK>QFLK LC QEBJ�

FKQBKABA QL FABKQFCV QEB DLLAP LO PBOSF@BP LC LKB PBIIBO LO DOLRM LC

PBIIBOP >KA QL AFCCBOBKQF>QB QEBJ COLJ QELPB LC @LJMBQFQLOPe! ?O>KA

J> V FABKQFCV LKB FQBJ� > C>JFIV LC FQBJP� LO >II FQBJP LC QE>Q PBIIBO�

)C RPBA CLO QEB CFOJ >P > TELIB� QEB MOBCBOOBA QBOJ FP QO>AB K>JB�c��

! ?O>KA FP > MOLJFPB QL QEB @LKPRJBO QE>Q @BOQ>FK BUMB@Q>QFLKP TFII

?B JB Q� > MOLJFPB QE>Q_FC ?OLHBK_J> V OBPRIQ FK QEB ILPP LC QE>Q

@RPQLJBO��!�@LJM>KVaP�?O>KA�FP�MOL?>?IV�FQP�JLPQ�FJMLOQ>KQ�>PPBQ�

" RFIAFKD > ?O>KA FP >K LKDLFKD MOL@BPP CLO > PJ>II ?RPFKBPP

?B@>RPB FQ T>KQP > JBJLO>?IB FABKQFQV� )Q FP FJMLOQ>KQ CLO QEB

?RPFKBPP QL @LKPQ>KQIV JLKFQLO FQP ?O>KA QL BKPROB QE>Q FQ OBMOBPBKQP

QEB @LOB S>IRBP >KA KBBAP LC FQP BUFPQFKD >KA MLQBKQF>I @RPQLJBOP���

��� 0EFIFM�+LQIBO�>KA�+BSFK�,>KB�+BIIBO��->O HBQFKD

->K>DBJBK Q��5MMBO�3>AAIB�2FSBO��.*��0 B>OPLK�0OBKQF@B

( >II������ 	����� �

��� b"O>KA�c�!JBOF@>K�->OHBQFKD�!PPL@F>QFLK��>@@BPPBA

$B@BJ?BO����������T T T �J>OHBQFKDMLT BO�@LJ �=I> VLRQP�

$F@QFLK>OV�>PMU�A,B QQBO�"�

��� -FO>KA>�"OLLHFKP��b(LT�QL�"O>KA�>�"RPFKBPP�c

#E>MQBO���
�->OHBQFKD�3QO>QBDV X���



4EB ?O>KA KBBAP QL OB>@E MBLMIB LK >K BJLQFLK>I IBSBI�� ?B@>RPB

@RPQLJBOP RIQFJ>QBIV J>HB AB@FPFLKP LK >K BJLQFLK>I IBSBI� KLQ >

ILDF@>I IBSBI� &LO QEFP OB>PLK� > PJ>II ?RPFKBPP PELRIA QEFKH FK QBOJP

LC Q>MMFKD FKQL >P J>KV PBKPBP >P MLPPF?IB TFQE FQP ?O>KA� b!IJLPQ

LRO BKQFOB RKABOPQ>KAFKD LC QEB TLOIA FP BUMBOFBK@BA QEOLRDE LRO

PBKPBP� /RO PBKPBP >OB LRO IFKH QL JBJLOV >KA @>K Q>M OFDEQ FKQL

BJLQFLK�c�� 3@BKQFKD QEB >FO LC > PQLOB TFQE > COBPE CO>DO>K@B @LRIA

?B�>�MLT BOCRI�@LKQOF?RQLO�QL�QEB�PQLOBaP�?O>KA�

7 EBQEBO > PJ>II ?RPFKBPP T>KQP QL HBBM FQP ?O>KA �?RQ J>V ?B

JLKFQLOFKD FQ	 LO FP ILLHFKD QLG:7G6C9 �@E>KDFKD QEB ?O>KA	� QEBOB

>OB CLRO CRKA>JBKQ>I NR>IFQFBP LC DOB>Q ?O>KAP QE>Q PELRIA ?B HBMQ FK

JFKA���

�� 4EBV�LCCBO�>KA�@LJJRKF@>QB�>�@IB>O��OBIBS>KQcustomer

promise��PR@E�>P�CRK��PMBBAV�ABIFSBOV��LO�PRMBOFLO�Q>PQB�

�� 4EBVbuild trust ?V�ABIFSBOFKD�LK�QE>Q�MOLJFPB��+BBMFKD�>

@RPQLJBO�FKCLOJBA�TEBK�PLJBQEFKD�DLBP�TOLKD�@>K�EBIM�?RFIA

>KA�OBQ>FK�QORPQ�

�� 4EBV�AOFSB�QEB�J>OHBQ�?Vcontinually impr oving QEB�MOLJFPB��!

PJ>II�?RPFKBPP�PELRIA�>IT >VP�?B�ILLHFKD�QL�J>HB�QEFKDP�?BQQBO

#EOLK�@LJ��>@@BPPBA�$B@BJ?BO���������

PJ>II ?RPFKBPP�@EOLK�@LJ �?O>KA
?RPFKBPP
����E QJI�

��� ->O @�'L?B��%JLQFLK>I�"O>KAFKD��4EB�.BT�0 >O>AFDJ�CLO

#LKKB@QFKD�"O>KAP�QL�0BLMIB��. BT�9 LOH��!II T LOQE�0OBPP�

����	��US �

��� ->O QFK�,FKAPQOLJ��" O>KA�3BKPB��"RFIA�0LT BOCRI�"O>KAP

QEOLRDE�4LR@E��4>PQB��3JBII��3 FDEQ��>KA�3LRKA��.BT

9LOH��&OBB�0OBPP������	���� �

��� !A>MQBA�COLJ�0 >QOF@H�">OTFPB�>KA�3B>K�- BBE>K��b4EB

/KB�4EFKD�9LR�-RPQ�'B Q�2FDEQ�7EBK�"RFIAFKD�>�"O>KA�c

( >OS>OA�" RPFKBPP�2BSFBT ��$B@BJ?BO����� ����^���

��� X#E>MQBO���
�->OHBQFKD�3QO>QBDV



CLO�FQP�@RPQLJBOP��4EFKH�FK�QBOJP�LC�QEB�QLQ>I�@RPQLJBO

BUMBOFBK@B�

�� 4EBV�PBBH�CROQEBO�>AS>KQ>DB�?V innovating beyond the f amiliar �

)C�>�PJ>II�?RPFKBPP�CL@RPBP�LK�QEB�@RPQLJBO�BUMBOFBK@B��QEBOB

>OB�RKALR?QBAIV�T>VP�QL�FJMOLSB�QEB�?O>KA�?V�>AAFKD�QEB

RKBUMB@QBA�

4EB RIQFJ>QB L?GB@QFSB FP QL E>SB > ?O>KA QE>Q ABIFSBOP > @IB>O

JBPP>DB� FP B>PV QL MOLKLRK@B� @LKCFOJP > @LJM>KVaP @OBAF?FIFQV�

J>HBP >K BJLQFLK>I @LKKB@QFLK TFQE QEB Q>ODBQ J>OHBQ� JLQFS>QBP

QEB�?RVBO��>KA�PLIFAFCFBP�@RPQLJBO�ILV>IQV���

Product Life Cycle

%SBOV MOLAR@Q E>P > IFCB PM>K� 3LJB >OB ILKDBO QE>K LQEBOP� 4EB

MBQ OL@H E>A > SBOV PELOQ IFCB PM>K� 4EB >RQLJL?FIB FP PQFII DLFKD

PQOLKD� 3LJB MOLAR@QP LO PBOSF@BP BUMBOFBK@B >K B>OIV AB>QE� KLQ

>?IB QL J>HB FQ SBOV C>O LRQ QEB ALLO� 4>HB� CLO BU>JMIB� #LID>QB

+FQ@EBK %KQOBBP �VBP� >P FK QEB QLLQEM>PQB	� #LPJLMLIFQ>K 9LDROQ �LCC

QEB PEBISBP FK BFDEQBBK JLK QEP	� >KA "BK
'> V !PMFOFK �QEB FAB> LC

PT>IILTFKD�"BK
'> V�T>P�KLQ�>�TFKKBO	�� �

��� , >RO>�, >HB��b7 E>Q�)P�"O>KAFKD�>KA�(LT�) JMLOQ>KQ�)P�)Q

QL�9LRO�->OHBQFKD�3QO>QBDV��c�!?LRQ�@LJ��>@@BPPBA

$B@BJ?BO����������J>O HBQFKD�>?LRQ�@LJ �@P�?O>KAJHQD�

>�TE> QFP?O>KAFKD�EQJ��$ >K>
.F@LIBQ>�,>P@R�>KA
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%SBK QEB ?FD DRVP J>HB JFPQ>HBP� PL PJ>II ?RPFKBPPBP >OB KLQ

FJJRKB COLJ MOLAR@Q DLLCP� 4EB MOLAR@QP QE>Q AL J>HB FQ� ELT BSBO�

DL QEOLRDE TE>Q FP HKLTK >P QEBEGD9J8I A>;: 8N8A: �* &�� � ABCFKBA >P

bQEB MBOCLOJ>K@B LC QEB MOLAR@Q FK QBOJP LC P>IBP >KA MOLCFQP LSBO

QFJB�c�� 4EB�QO>AFQFLK>I�0, #�FP�PELTK�FK�QEB�CFDROB�?BILT �

.=:�. G69>I>DC6A�*GD9J8I�&>;:��N 8A:

3LRO@B�FK�CLLQKLQBP��

3J>II
?RPFKBPP LTKBOP PELRIA RKABOPQ>KA QEB 0, # ?B@>RPB QEBOB

>OB PMB@FCF@ FJMIF@>QFLKP CLO J>OHBQFKD PQO>QBDV� 4EB EGD9J8I

9:K :ADEB:CI � >C8J76I>DC� HI6<: FP TEBK > MOLAR@Q FP ?BFKD

>@@BPPBA�$B@BJ?BO����������T T T �A>FIVCFK>K@B�@LJ �

MELQLP�QLM
��
?FDDBPQ
MOLAR@Q
CILMP
LC
>II
QFJB�

��� $ >K>
.F@LIBQ>�,>P@R�>KA�+BKKBQE�%��#ILT ��%PPBKQF>IP�LC

->O HBQFKD��->PLK��/(��! QLJF@�$LD�0R?IFPEFKD������	�

� ���

��� b4EB�0OLAR@Q�,FCB�#V@IB�c�. BQ-"!��>@ @BPPBA�$B@BJ?BO���

������E QQM��� T T T �KBQJ?>�@LJ �J>O HBQFKD�MOLAR@Q�

IFCB@V@IB�
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MOBM>OBA CLO P>IB� 4EBOB >OB @LPQP ?RQ KL P>IBP� 4EBEGD9J8I

>CIGD9J8I>DC HI6<: FP TEBK > MOLAR@Q FP >S>FI>?IB QL ?RV CLO QEB CFOPQ

QFJB� 3>IBP TFII DBKBO>IIV ?B ILT ?RQ FK@OB>PFKD� J>OHBQFKD BUMBKPBP

TFII ?B EFDE� >KA MOLCFQP TFII ?B QVMF@>IIV ILT LO KLKBUFPQBKQ� 4EB

CL@RP LC QEB J>OHBQFKD PQO>QBDV TFII ?B QL @OB>QB >T >OBKBPP�

BPQ>?IFPE > J>OHBQ� >KA @OB>QB ABJ>KA CLO QEB MOLAR@Q���

4EB EGD9J8I <GDLI= HI6< : FP TEBK P>IBP DOLT O>MFAIV >P QEB Q>ODBQ

J>OHBQ >ALMQP > MOLAR@Q >KA @LJMBQFQFLK BKQBOP QEB J>OHBQMI>@B

LK@B FQ L?PBOSBP QEB PR@@BPP� ->OHBQFKD PQO>QBDV PELRIA CL@RP LK

AFCCBOBKQF>QFLK >KA ?RFIAFKD > ?O>KA MOBCBOBK@B� 4EBOB FP PR?PQ>KQF>I

MOLCFQ FJMOLSBJBKQ��� 2>MFA DOLTQE JRPQ ?B J>K>DBA @>OBCRIIV PL

QE>Q QEB @LJM>KV ALBP KLQ PR@@BBA FKQL C>FIROB� 4EBEGD9J8I

��� 0EFIFM�+LQIBO�>KA�+BSFK�,>KB�+BIIBO��->O HBQFKD

->K>DBJBK Q��5MMBO�3>AAIB�2FSBO��.*��0 B>OPLK�0OBKQF@B

( >II������ 	�������$ >K>
.F@LIBQ>�,>P@R�>KA�+BKKBQE�%�
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0R?IFPEFKD������	��� ����+OFPQFB�,LOBQQB��b(LT�7 LRIA�QEB

->O HBQFKD�-FU�#E>KDB�>Q�$FCCBOBKQ�3Q>DBP�LC�QEB�0OLAR@Q

,FCB�#V@IB��c�#EOLK�@LJ��>@@BPPBA�$B@BJ?BO���������

PJ>II ?RPFKBPP�@EOLK�@LJ �T LRIA
J>OHBQFKD
JFU
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B6 IJG>IN HI6<: FP @E>O>@QBOFWBA ?V PILT DOLTQE ?B@>RPB JLPQ LC QEB

?RVBOP FKQBOBPQBA FK > MOLAR@Q E>SB ?LRDEQ FQ� 3>IBP J>V FK@OB>PB

?RQ PILT IV ARB QL FKQBKPB MOF@B @LJMBQFQFLK� 0OLCFQP PQ>?FIFWB LO

AB@IFKB� 4EB J>OHBQFKD PQO>QBDV JRPQ CL@RP LK DBQQFKD MBLMIB QL

PTFQ@E ?O>KAP ?V RPFKD PMB@F>I MOLJLQFLKP >KA FK@BKQFSBP���

4EB EGD9J8I 9:8A>C: HI6<: FP TEBK P>IBP AB@IFKB >KA MOLCFQP BOLAB�

! MOLAR@Q E>P ?B@LJB L?PLIBQB ?B@>RPB LC >K FKKLS>QFLK �QEFKH 6(3

QL $6$ QL " IR
2>V	 LO QEB Q>PQBP LC QEB Q>ODBQ J>OHBQ E>SB @E>KDBA�

4EB J>OHBQFKD PQO>QBDV TLOHP QL OBFKCLO@B QEB ?O>KA FJ>DB LC QEB

MOLAR@Q� 4EB MOLAR@Q J>V ?B AOLMMBA COLJ QEB MOLAR@Q IFKB LO

OBGRSBK>QBA�FC�MLPPF?IB�>KA�MO>@QF@>I�

4EBOB >OB J>KV PJ>II ?RPFKBPP LTKBOP TEL J>V KLQ PBB QEB

0, # >P >MMIVFKD QL QEBFO MOLAR@QP LO PBOSF@BP� !CQBO >II� >@@LRKQFKD

PBOSF@BP >OB >@@LRKQFKD PBOSF@BP� > IRK@EBLKBQQB FP > IRK@EBLKBQQB�

>KA E>OAT >OB FP E>OAT >OB� 4EFKHFKD QEFP T>V TLRIA ?B > JFPQ>HB�

!@@LRKQFKD MO>@QF@BP @E>KDB� MBLMIBaP Q>PQBP @E>KDB� E>OAT >OB

PLIRQFLKP @E>KDB� >KA DLSBOKJBKQ OBDRI>QFLK FKPBOQP FQPBIC� 7E>Q FP

PR@@BPPCRI QLA>V J> V KLQ ?B PR@@BPPCRI QLJLOOLT � 4EB 0, # MOLSFABP

DRFA>K@B CLO T>Q@EFKD ELT > MOLAR@Q LO > PBOSF@B MOLDOBPPBP FK QEB

J>OHBQMI>@B PL QE>Q QEB KB@BPP>OV J>OHBQFKD PQO>QBDV PQBMP @>K ?B

Q>HBK�

��� 0EFIFM�+LQIBO�>KA�+BSFK�,>KB�+BIIBO��->O HBQFKD

->K>DBJBK Q��5MMBO�3>AAIB�2FSBO��.*��0 B>OPLK�0OBKQF@B
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The New Product Development Process

)C QEB ABSBILMJBKQ LC > KBT MOLAR@Q FP ?BFKD @LKPFABOBA� QEB

CLIILTFKD�PQBMP�>OB�PRDDBPQBA�>P�DRFA>K@B�

d !:C:G 6I:�C:L�EG D9J8I�>9:6H�3B>O@E�CLO�FAB>P�CLO�KBT

MOLAR@QP�

d -8G::C�C:L�EG D9J8I�>9:6H� ->H B�PROB�QEB�MOLAR@Q�CFQP�QEB

Q>ODBQ�J>OHBQ�>KA�QEB�LSBO>II�JFPPFLK�LC�QEB�?RPFKBPP�

d �:K :ADE�6C9�:K6AJ6I:�C:L�EG D9J8I�8DC8:EIH�$BSBILM�MOLAR@Q

@LK@BMQP�>KA�ABQBOJFKB�ELT�@LKPRJBOP�TFII�SFBT�>KA�RPB�QEB

MOLAR@Q�

d * :G;DGB�6�EGD9J8I�7JH>C:HH�6C6ANH>H�#>I@RI>QB�MOLGB@QBA

?RPFKBPP�@LPQP��OBQROK�LK�FKSBPQJBKQ��@>PE�CILT ��>KA�QEB�ILKD


QBOJ�CFUBA�>KA�S>OF>?IB�@LPQP��,LKD
QBOJ�CFUBA�@LPQP�>OB

MOLAR@QFLK�@LPQP�QE>Q�AL�KLQ�S>OV�TFQE�QEB�KRJ?BO�LC�RKFQP

MOLAR@BA��B�D���>KKR>I�OBKQ	��,LKD
QBOJ�S>OF>?IB�@LPQP�>OB

MOLAR@QFLK�@LPQP�QE>Q�S>OV�TFQE�QEB�KRJ?BO�LC�RKFQP�MOLAR@BA

�B�D���PBIIFKD�JLOB�ELQ�ALDP�TFII�OBNRFOB�JLOB�ELQ�ALDP�

HBQ@ERM��JRPQ>OA��>KA�OBIFPE	�

d �:H><C�6C9�9:K :ADE�I=:�EGD9J8I� $BSBILM�>�MOLAR@Q�MOLQLQVMB�

!�MOLAR@Q�MOLQLQVMB�FP�>K�BU>@Q�J>Q@E�QL�QEB�MOLAR@Q

ABP@OFMQFLK�ABSBILMBA�FK�QEB�@LK@BMQ�ABSBILMJBKQ�>KA

BS>IR>QFLK�PQ>DBP��)Q�FP�>�P>JMIB�

d . :HI�B6G@:I�I=:�EG D9J8I� )KQOLAR@B�QEB�MOLAR@Q�QL�>�J>OHBQ�QL

CFKA�LRQ�ELT�QEB�MOLAR@Q�TFII�?B�OB@BFSBA�TEBK�FQ�FP�FKQOLAR@BA

CLO�OB>I��4EB�QBPQ�J>OHBQ�PELRIA�?B�>P�@ILPB�>P�MLPPF?IB�FK�QBOJP

LC�@E>O>@QBOFPQF@P��B�D���ABJLDO>MEF@P	�>P�QEB�Q>ODBQ�J>OHBQ��&LO

>�PJ>II�?RPFKBPP��>K�>MMOLMOF>QB�QBPQ�J>OHBQ�JFDEQ�?B�>�CBT

PBIB@Q�@RPQLJBOP�
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The Company Website

! @LJM>KVaP TB?PFQB FP M>OQ LC FQP MOLAR@Q LO PBOSF@B� 4EB

@LKSBKQFLK>I TFPALJ FP QE>Q >II ?RPFKBPPBP PELRIA E>SB > TB?PFQB�

4EB OB>IFQV FP QE>Q QEBOB >OB J>KV PJ>II ?RPFKBPPBP QE>Q AL SBOV

T BII CLO QEBJPBISBP TFQELRQ > TB? MOBPBK@B� 4EB PJ>II IL@>I ABIF�

>@@LRKQFKD LO FKPRO>K@B PBOSF@BP� > IBD>I CFOJ� > IFNRLO PQLOB� LO >

ABKQ>I LCCF@B J> V KLQ PBB QEB KBBA CLO > TB?PFQB� !Q QEB P>JB QFJB�

@RPQLJBOP >OB FK@OB>PFKDIV BUMB@QFKD > TB? MOBPBK@B� PL >KV PJ>II

?RPFKBPP QE>Q ALBP KLQ E>SB > TB?PFQB ORKP QEB OFPH LC ILPFKD P>IBP

?B@>RPB LC FQ� 4EB QFJB J>V >IPL ?B >MMOL>@EFKD TEBK KLQ E>SFKD

> TB?PFQB TFII ?B MBO@BFSBA >P LAA� TFQE NRBPQFLKP O>FPBA >P QL QEB

PBOFLRPKBPP LC QEB ?RPFKBPP� %SBOV PJ>II ?RPFKBPP TFQELRQ > TB?PFQB

PELRIA�ABQBOJFKB�TEBQEBO�QEFP�J>QQBOP�QL�QEBJ�LO�KLQ�

4EFP PB@QFLK >?LRQ QEB @LJM>KV TB?PFQB FP Q>ODBQBA QL QEB PJ>II

?RPFKBPP QE>Q E>P > TB? MOBPBK@B >IOB>AV LO FP MI>KKFKD QL E>SB

LKB� ! PJ>II ?RPFKBPP LTKBO PELRIA E>SB > ?>PF@ RKABOPQ>KAFKD LC

T B?PFQB ABPFDK QL @LKQOF?RQB QL QEB AFP@RPPFLK >KA @LJJRKF@>QB

BCCB@QFSBIV TEBK TLOHFKD TFQE MOLCBPPFLK>IP�� � _>P TBII >P QL

LOD>KFWB QEB LTKBOaP SFP@BO>I OB>@QFLK TEBK FQ FP QFJB QL BS>IR>QB

LQEBO TB?PFQBP� MI>K QEB @LJM>KVaP TB?PFQB� LO OBSFPB QEB @LJM>KVaP

@ROOBKQ�TB?PFQB���

��� $ >K>
.F@LIBQ>�,>P@R�>KA�+BKKBQE�%��#ILT ��%PPBKQF>IP�LC

->O HBQFKD��->PLK��/(��! QLJF@�$LD�0R?IFPEFKD������	�

� ��^���

� �� %CO>FJ�4RO?>K�BQ�>I���%IB@QOLKF@�#LJJBO@B��!�->K>DBOF>I
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3Q>KCLOA 5KFSBOPFQVaP 0BOPR>PFSB 4B@EKLILDV , >? CLRKA QE>Q

MBLMIB NRF@HIV BS>IR>QB > TB?PFQB ?V SFPR>I ABPFDK >ILKB� TFQE QEB

SFPR>I ABPFDK PBQQFKD QEB QLKB CLO QEB RPBOaP BUMBOFBK@B��� b)J>DB

FP BSBOVQEFKD LKIFKB� 'LLA ABPFDK BSLHBP QORPQ� J>HBP K>SFD>QFLK

@IB>O� BPQ>?IFPEBP ?O>KAFKD� >MMB>IP QL Q>ODBQ @RPQLJBOP� >KA J>HBP

QEBJ CBBI DLLA >?LRQ ALFKD ?RPFKBPP TFQE QEB TB?PFQB QEBV >OB

LK� $BPFDK ALBP KLQ E>SB QL ?B BUMBKPFSB CLO FQ QL TLOH� )Q ALBP�

ELT BSBO� KBBA QL OBMOBPBKQ >K LOD>KFW>QFLK >KA >MMB>I QL > SFPFQLO�

0OLCBPPFLK>I ABPFDK FP KLQ PLJBQEFKD LOD>KFW>QFLKP PMBKA JLKBV

LK� FQ FP PLJBQEFKDthey invest in to support trust, positioning, and

long-term mar ketingc��BJME>PFP�>AABA	���

4EFP PB@QFLK LC QEB @E>MQBO AFP@RPPBP TB?PFQB L?GB@QFSBP >KA QEB

CRKA>JBKQ>I ABPFDK BIBJBKQP� I>VLRQ� @LILO� QVMLDO>MEV� DO>MEF@P�

FKQBO>@QFSFQV� K>SFD>QFLK� RP>?FIFQV� @LKQBKQ� >KA MBOCLOJ>K@B� 5PBO

BUMBOFBK@B�FP�>IPL�AFP@RPPBA�

Website Objectives

b4EB DL>I LC >KV 7 B? PFQB FP QL ABIFSBO NR>IFQV @LKQBKQ QL FQP FKQBKABA

>RAFBK@B >KA QL AL PL TFQE >K BIBD>KQ ABPFDK�c
��

1 :7H>I: D7?:8I>K:H

ABCFKB TE>Q > @LJM>KV T>KQP FQP TB?PFQB QL AL� &LO BU>JMIB� >

T B?PFQB @>K ?RFIA >T >OBKBPP LC QEB ?RPFKBPP� ?RFIA >T >OBKBPP LC

M>OQF@RI>O ?O>KAP LO PBOSF@BP� AFPQOF?RQB FKCLOJ>QFLK QL PRMMLOQBOP�

��� ,LOOFB�4ELJ>P��/KIFKB�->OHBQFKD��.BT�9 LOH��- @'O >T 


( FII������	���� ^� ��

��� ,LOOFB�4ELJ>P��/KIFKB�->OHBQFKD��.BT�9 LOH��- @'O >T 
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��� %CO>FJ�4RO?>K�BQ�>I���%IB@QOLKF@�#LJJBO@B��!�->K>DBOF>I

0BOPMB@QFSB��5MMBO�3>AAIB�2FSBO��.*��0 B>OPLK�0OBKQF@B
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#E>MQBO���
�->OHBQFKD�3QO>QBDV X���



@RPQLJBOP� >KA PQ>HBELIABOP LK MOLAR@QP LO FPPRBP� PBII MOLAR@QP

LO PBOSF@BP� ?RFIA OBI>QFLKPEFMP TFQE @RPQLJBOP� ABSBILM > KBT

J>OHBQFKD PQO>QBDV LO OBFKCLO@B >K BUFPQFKD PQO>QBDV� J>K>DB >K

BSBKQ �B�D�� LKIFKB OBDFPQO>QFLK >KA M>VJBKQ	� ?RFIA QEB @LJM>KV

FJ>DB� >KA D>QEBO J>OHBQFKD OBPB>O@E ?V @LIIB@QFKD A>Q> COLJ RPBOP

LO @LKAR@QFKD LKIFKB PROSBVP��� 7 EF@EBSBO L?GB@QFSB LO

@LJ?FK>QFLK LC L?GB@QFSBP FP @ELPBK� B>@E L?GB@QFSB PELRIA JBBQ

QEB @OFQBOF> AFP@RPPBA FK QEB PB@QFLK @>IIBA b4EB ->OHBQFKD 3QO>QBDV

0OL@BPPc� #IB>O
@RQ L?GB@QFSBP TFII FK@OB>PB QEB @E>K@BP QE>Q >

@LJM>KVaP TB?PFQB ABPFDK >KA @LKQBKQ TFII TLOH QL >@EFBSB QELPB

L?GB@QFSBP���

Website Layout

&6NDJI OBCBOP QL QEB MLPFQFLKFKD LC QEB S>OFLRP BIBJBKQP QE>Q

@LJMOFPB > TB? M>DB� TEBOB B>@E QBUQ L?GB@Q TFII ?B MLPFQFLKBA LK

B>@E M>DB LO P@OBBK� QEB TFAQE >KA IBKDQE LC @LIRJKP� QEB >JLRKQ

LC PM>@B QE>Q TFII ?B MI>@BA ?BQT BBK QEB IFKBP LC QBUQ� QEB >IFDKJBKQ

QL ?B RPBA �B�D�� IBCQ LO OFDEQ	� TEBQEBO QEB M>DB TFII ?B QBUQ LKIV

LO RPB JLOB >AS>K@BA ABPFDKP �B�D�� JRIQFMIB @LIRJKP	��� >KA QEB

��� b7 E>Q�!OB�QEB�/?GB@QFSBP�LC�9LRO�7B?�3FQB��c��T�ABPFDKP�

>@@BPPBA�$B@BJ?BO����������T T T ��T 
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MI>@BJBKQ LC DO>MEF@P� ,>VLRQ FP FJMLOQ>KQ ?B@>RPB FQ FP LKB LC QEB

CFOPQ QEFKDP > SFPFQLO MBO@BFSBP TEBK I>KAFKD LK > TB?PFQB� 2BPB>O@E

PELTP QE>Q bTB? RPBOP PMBKA ��� LC QEBFO QFJB SFBTFKD QEB IBCQ

E>IC LC QEB M>DB >KA ��� SFBTFKD QEB OFDEQ E>IC� ;PL< > @LKSBKQFLK>I

I>VLRQ�FP�QERP�JLOB�IFHBIV�QL�J>HB�PFQBP�MOLCFQ>?IB�c��

Color

#LILO FP > MLT BOCRI @LJMLKBKQ LC ABPFDK� )Q >CCB@QP JLLA >KA

BJLQFLK� >KA FQ BSLHBP >PPL@F>QFLKP TFQE QFJB >KA MI>@B� &LO

BU>JMIB� MPV@EBABIF@ @LILO @LJ?FK>QFLKP Q>HB RP ?>@H QL QEB ����P�

>KA QRONRLFPB >KA VBIILT @LJ?FK>QFLKP OBJFKA RP LC >OQ AB@L FK

QEB ����P� &LO TB?PFQBP� @LILO FP FJMLOQ>KQ FK ABCFKFKD > PFQBaP

BKSFOLKJBK Q ?B@>RPB bMBLMIB PBB @LILO ?BCLOB QEBV >?PLO?

@LKQBKQ�c�� ! I>PQFKD @LILO FJMOBPPFLK L@@ROP TFQEFK KFKBQV PB@LKAP
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>RAFBK@B QBKA QL CB>QROB IFDEQBO @LILOP� RPR>IIV M>PQBIP� TFQE J>KV

MF@QROBP >KA >K LMBK ABPFDK CB>QROFKD ILQP LC TEFQB PM>@B� '>JB

PFQBP >OB LKB QVMB LC PFQB QE>Q @>K DBQ >T >V TFQE FK
VLRO
C>@B @LILOP�
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Typography
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TOFQQBK FKCLOJ>QFLK �F�B�� QVMLDO>MEV	��� )Q FP MLPPF?IB QL ?ILT >T >V
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Graphics

! G6E=>8H� ABCFKBA >P MF@QROBP� >OQT LOH� >KFJ>QFLKP� LO SFABLP� @>K

?B SBOV BCCB@QFSB FC RPBA @LOOB@QIV� 'O >MEF@P @>K MOLSFAB FKQBOBPQ�

FKCLOJ>QFLK� CRK� >KA >BPQEBQF@P� ?RQ QEBV @>K >IPL Q>HB CLOBSBO QL

IL>A� ?B JB>KFKDIBPP LO RPBIBPP� KLQ CFQ LK QEB P@OBBK� >KA RPB @LILOP

QE>Q >OB KLQ7GDLH:G H6;: 8DADGH�F�B�� @LILOP QE>Q ILLH QEB P>JB LK
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?RQ�QEBV�PELRIA�?B�PBIB@QBA�>KA�MI>@BA�@>OBCRIIV�

'O >MEF@P PELRIA ?B RPBA QL b@LKSBV QEB >MMOLMOF>QB QLKB LC VLRO

JBPP>DB� !P QEB LIA P>VFKD DLBP� > MF@QROB FP TLOQE > QELRP>KA

T LOAP� ->HB PROB VLRO FJ>DBP @LOOBPMLKA QL QEB QBUQ >KA >OB

>MMOLMOF>QB QL QEB ?RPFKBPP VLR LCCBO� &LO BU>JMIB� >K >RAFLILDFPQ

PELRIAKaQ RPB > MF@QROB LC > TLJ>K ELIAFKD EBO DI>PPBP ?B@>RPB

QEB PMLQIFDEQ PELRIA ?B LK EB>OFKD�c�� 'O >MEF@P PELRIA >IPL EBIM

@OB>QB > JLLA� LO > PBKPB LC MI>@B� 4EB RPB LC QEB DO>MEF@P E>P

QL ?B QELOLRDEIV @LKPFABOBA ?B@>RPB QEBV PILT QEB IL>AFKD LC >
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T >KQ QL PBB QEB MOLAR@QP QEBVaOB @LKPFABOFKD CLO MRO@E>PB

OBMOBPBKQBA ?V QEB EFDEBPQ NR>IFQV FJ>DB MLPPF?IBe0BLMIB AL KLQ

?RV TE>Q QEBV @>KKLQ PBB� PL QEB EFDEBO QEB NR>IFQV >KA OBPLIRQFLK
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PJ>II ?RPFKBPP QE>Q T>KQP DO>MEF@P LK FQP TB?PFQB FP QL @LKPFABO ELT

QEB DO>MEF@P TFII >AA S>IRB QL QEB RPBO BUMBOFBK@B� 4EB DO>MEF@P

PELRIA ?B CLO QEB AFOB@Q ?BKBCFQ LC QEB RPBO� KLQ QEB ?RPFKBPP� $L KLQ

DBQ @>OOFBA >T >V TFQE ILQP LC FJ>DBP >KA >KFJ>QFLKP ?B@>RPB QEBV

@>K J>HB > TB? M>DB SBOV E>OA QL OB>A� 'O>MEF@P >OB > J>GLO M>OQ LC

QEB�ABPFDK��KLQ�GRPQ�>CQBOQELRDEQP���

Site Navigation

0BLMIB TFII KLQ RPB > TB?PFQB FC QEBV @>KKLQ CFKA QEBFO T>V >OLRKA

FQ� )C TB? RPBOP @>KKLQ CFKA TE>Q QEBV >OB ILLHFKD CLO LO CFDROB LRQ

ELT QEB PFQB FP LOD>KFWBA� QEBV >OB KLQ IFHBIV QL PQ>V ILKD_LO @LJB

?>@H�
��
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3FQB K>SFD>QFLK JRPQ ?B B>PV� MOBAF@Q>?IB� @LKPFPQBKQ� >KA FKQRFQFSB

BKLRDE PL QE>Q SFPFQLOP AL KLQ E>SB QL QEFKH >?LRQ FQ��� b$BPFDKFKD

BCCB@QFSB K>SFD>QFLK @>K >IPL BKQF@B VLRO SFPFQLOP QL QOV LRQ QEB

LQEBO QEFKDP VLR LCCBO LK VLRO PFQB�c�� 4EB HBV QL RKABOPQ>KAFKD

K>SFD>QFLK FP QL OB>IFWB QE>Q FC FQ FP QLL E>OA QL RPB LO CFDROB LRQ�

T B? SFPFQLOP TFII ?B DLKB FK > K>KLPB@LKA� MBOE>MP KBSBO QL ?B PBBK

>D>FK� 7E>Q ALBP QEFP JB>K QL > PJ>II ?RPFKBPP� ,LPQ P>IBP >KA ILPQ

LMMLOQRKFQFBP�
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MOLAR@QP�LO�PBOSF@BP�QE>Q�FP�LCCBOBA�QL�QEB�J>OHBQMI>@B�

d 0OLAR@Q�PBIB@QFLK�FP�>�HBV�BIBJBKQ�CLO�LKIFKB�PR@@BPP�?B@>RPB

PLJB�MOLAR@QP�TFII�PBII�?BQQBO�LKIFKB�QE>K�LQEBOP�

d 0OLAR@Q�ABPFDK�FP�QEB�MOFK@FM>I�OB>PLK�CLO�BJLQFLK>I

>QQ>@EJBKQ�LO�ABQ>@EJBKQ�OBI>QFSB�QL�>�MOLAR@Q��>�PBOSF@B��LO

>K�BUMBOFBK@B��)Q�MOBPBKQP�>�MLT BOCRI�T>V�QL�AFCCBOBKQF>QB�>KA

MLPFQFLK�>�@LJM>KVaP�MOLAR@QP�>KA�PBOSF@BP�

d 4EB�MOLAR@Q�LO�PBOSF@B�M>@H>DB�@LJJRKF@>QBP�?LQE�BJLQFLK>I

>KA�CRK@QFLK>I�?BKBCFQP�QL�QEB�?RVBO��>KA�FQ�@>K�?B�>K

FJMLOQ>KQ�JB>KP�LC�MOLAR@Q�AFCCBOBKQF>QFLK�

d !�@LJM>KVaP�?O>KA�FP�MOL?>?IV�FQP�JLPQ�FJMLOQ>KQ�>PPBQ�

d 4EB�MOLAR@Q�IFCB�@V@IB�OBCBOP�QL�>�MOLAR@QaP�IFCB�PM>K�

d !�@LJM>KVaP�TB?PFQB�FP�M>OQ�LC�FQP�MOLAR@Q�LO�PBOSF@B��7 B?PFQB

L?GB@QFSBP�JRPQ�?B�ABSBILMBA�>KA�AB@FPFLKP�JRPQ�?B�J>AB

>?LRQ�QEB�CRKA>JBKQ>I�ABPFDK�BIBJBKQP�LC�I>VLRQ��@LILO�

QVMLDO>MEV��DO>MEF@P��FKQBO>@QFSFQV��RP>?FIFQV��@LKQBKQ��MOLAR@Q

AFPMI>V��>KA�MBOCLOJ>K@B�

� �� X#E>MQBO���
�->OHBQFKD�3QO>QBDV



Marketing Strategy and Price

->O HBQFKD� TEBQEBO LKIFKB LO LKDOLRKA� FP QEB LKIV >@QFSFQV QE>Q

DBKBO>QBP OBSBKRB CLO JLPQ PJ>II ?RPFKBPPBP� >KA QEB MOF@B BIBJBKQ

FK QEB J>OHBQFKD JFU >@@LRKQP CLO QE>Q�*G>8: @>K ?B ABCFKBA SBOV

K>OOLT IV >P QEB >JLRKQ LC JLKBV @E>ODBA CLO > MOLAR@Q LO > PBOSF@B�

( LT BSBO� MOF@B FP OB>IIV JLOB QE>K QE>Q� )Q FP bQEB PRJ LC >II S>IRBP

�PR@E >P JLKBV� QFJB� BKBODV� >KA MPV@EF@ @LPQ	 QE>Q ?RVBOP

BU@E>KDB CLO QEB ?BKBCFQP LC E>SFKD LO RPFKD > DLLA LO PBOSF@B�c�� �

5IQFJ>QBIV� QEB JB>KFKD LC MOF@B TFII ABMBKA LK QEB SFBTMLFKQP LC

QEB�?RVBO�>KA�QEB�PBIIBO����

$B@FAFKD LK > MOF@B CLO FQP MOLAR@QP LO PBOSF@BP FP LKB LC QEB JLPQ

FJMLOQ>KQ AB@FPFLKP QE>Q > PJ>II ?RPFKBPP TFII J>HB� 4EB MOF@B LC

> MOLAR@Q LO > PBOSF@B JRPQ ?B > MOF@B QE>Q QEB @LJM>KVaP Q>ODBQ

J>OHBQ FP TFIIFKD QL M>V >KA > MOF@B QE>Q DBKBO>QBP > MOLCFQ CLO QEB

@LJM>KV� )C QEFP FP KLQ QEB @>PB� QEB ?RPFKBPP TFII KLQ ?B >OLRKA CLO

ILKD����

#ELLPFKD QEB OFDEQ MOF@FKD PQO>QBDV FP KLQ >K B>PV QEFKD QL AL

?B@>RPB QEBOB >OB PL J>KV C>@QLOP FKSLISBA� &LO BU>JMIB�

@LJMBQFQFLK� PRMMIFBOP� QEB >S>FI>?FIFQV LC PR?PQFQRQB MOLAR@QP LO

PBOSF@BP� QEB Q>ODBQ J>OHBQ� QEB FJ>DB >KA OBMRQ>QFLK LC > ?RPFKBPP�

�� �� *RAV�3QO>RPP�>KA�2>VJLKA�&OLPQ��%
->OHBQFKD��5MMBO

3>AAIB�2FSBO��.*��0 B>OPLK�0OBKQF@B�( >II������ 	��� ���

���� *RAV�3QO>RPP�>KA�2>VJLKA�&OLPQ��%
->OHBQFKD��5MMBO

3>AAIB�2FSBO��.*��0 B>OPLK�0OBKQF@B�( >II������ 	��� ���

���� b0OF@FKD�>�0OLAR@Q�LO�3BOSF@B�c�3J>II�" RPFKBPP�.LQBP�

>@@BPPBA�*RKB���������

EQQM��� T T T �PJ>II ?RPFKBPPKLQBP�@LJ �J>O HBQFKD
VLRO


?RPFKBPP�MOF@FKD
>
MOLAR@Q
LO
PBOSF@B�EQJI�

#E>MQBO���
�->OHBQFKD�3QO>QBDV X� ��



@LPQ >KA MOLCFQ L?GB@QFSBP� LMBO>QFKD @LPQP� DLSBOKJBKQ OBDRI>QFLK�

>KA AFCCBOBKQF>QFLK >KA MLPFQFLKFKD AB@FPFLKP TFII >II FJM>@Q MOF@B�

0OF@FKD FP > @LJMIBU >@QFSFQV� LCQBK PBBK >P >K >OQ O>QEBO QE>K >

P@FBK@B� &LO PJ>II ?RPFKBPPBP QE>Q >OB J>OHBQFKD LO T>KQ QL J>OHBQ

LKIFKB� MOF@FKD PQO>QBDFBP >OB BSBK JLOB @LJMIF@>QBA� &LO BU>JMIB�

LKIFKB ?RVBOP E>SB FK@OB>PFKD MLT BO QE>Q IB>AP QL @LKQOLI LSBO

MOF@FKD FK PLJB FKPQ>K@BP �B�D�� LKIFKB ?FAAFKD LK B"> V	� 4EBOB FP

>IPLEG>8: IG6CHE6G:C8N TEBOB ?RVBOP >KA PBIIBOP @>K B>PFIV >KA

NRF@HIV SFBT >KA @LJM>OB MOF@BP CLO MOLAR@QP PLIA LKIFKB� >KA PLJB

@LJM>KFBP RPB9NC6B>8 EG>8>C<?V S>OVFKD MOF@BP CLO FKAFSFAR>I

@RPQLJBOP����

4EBOB >OB PBSBO>I MOF@FKD PQO>QBDFBP >S>FI>?IB QL QEB PJ>II ?RPFKBPP

LTKBO� ( LT BSBO� E>SFKD QEB ILT BPQ MOF@B FP KLQ QVMF@>IIV > PQOLKD

MLPFQFLK CLO PJ>II ?RPFKBPPBP ?B@>RPB I>ODBO @LJMBQFQLOP @>K B>PFIV

ABPQOLV >KV PJ>II ?RPFKBPP QE>Q FP QOVFKD QL @LJMBQB LK MOF@B

>ILKB���� 4EFKH 7>IJ>OQ� 4EB ?BPQ @ELF@B CLO > PJ>II ?RPFKBPP TFII

?B QEB PQO>QBDV QE>Q EBIMP QEB ?RPFKBPP OB>@E FQP P>IBP >KA MOLCFQ

L?GB@QFSBP� BKE>K@BP QEB OBMRQ>QFLK LC QEB @LJM>KV� P>QFPCFBP QEB

Q>ODBQ J>OHBQ� >KA PBKAP QEB @LOOB@Q MOF@B
NR>IFQV PFDK>I�*G>8:


FJ6A>IN H><C6A>C<L@@ROP TEBK QEB @LPQ LC > DLLA LO > PBOSF@B

OBCIB@QP�QEB�MBO@BFSBA�NR>IFQV�LC�QE>Q�MOLAR@Q�LO�PBOSF@B����

���� *RAV�3QO>RPP�>KA�2>VJLKA�&OLPQ��%
->OHBQFKD��5MMBO

3>AAIB�2FSBO��.*��0 B>OPLK�0OBKQF@B�( >II������ 	��� ���

���� $ >OOBII�:>ELOPHV��b0OF@FKD�3QO>QBDFBP�CLO�3J>II�" RPFKBPP�c

!?LRQ�@LJ��>@@BPPBA�$B@BJ?BO���������

P?FKCLOJ>QFLK�>?LRQ�@LJ �@P�?BPQMO>@QF@BP�> �

>>��� �� �>�EQJ�

���� $ >K>�'OFCCFK��b0OF@FKD�3QO>QBDV�4EBLOV�c�#EOLK�@LJ�

>@@BPPBA�$B@BJ?BO����������PJ>II ?RPFKBPP�@EOLK�@LJ �

MOF@FKD
PQO>QBDV
QEBLOV
�����E QJI��( LT BSBO��MOF@FKD

� � � X#E>MQBO���
�->OHBQFKD�3QO>QBDV



Pricing Objectives

*G>8>C< D7?:8I>K:H �F�B�� TE>Q QEB @LJM>KV T>KQP QL >@@LJMIFPE TFQE

FQP MOF@FKD PQO>QBDV	 PELRIA ?B OBI>QBA QL > @LJM>KVaP L?GB@QFSBP

>KA PELRIA CLIILT QEB AB@FPFLK >?LRQ TEBOB > @LJM>KV T>KQP QL

MLPFQFLK FQP MOLAR@QP LO PBOSF@BP���� $FCCBOBKQ PJ>II ?RPFKBPPBP FK

QEB P>JB FKARPQOV J> V E>SB AFCCBOBKQ MOF@FKD L?GB@QFSBP ?>PBA LK

PFWB LC QEB ?RPFKBPP� FK
ELRPB @>M>?FIFQFBP� >KA TEBQEBO QEB CL@RP FP

LK�MOLCFQ��P>IBP��LO�DLSBOKJBKQ�>@QFLK����

d -6A:H
76H:9�D7?:8I>K:H� )K@OB>PFKD�P>IBP�SLIRJB�>KA�J>OHBQ

PE>OB�OBI>QFSB�QL�QEB�@LJMBQFQFLK�J>V�FKSLISBE:C:IG 6I>DC

EG>8>C<��TEBOB�>�?RPFKBPP�MOF@BP�>�KBT�MOLAR@Q�?BILT�QE>Q�LC

QEB�@LJMBQFQFLK�QL�NRF@HIV�MBKBQO>QB�QEB�J>OHBQ�>Q�QEB

@LJMBQFQLOaP�BUMBKPB��>@NRFOB�>�I>ODB�J>OHBQ�PE>OB��>KA�QEBK

DO>AR>IIV�O>FPB�QEB�MOF@B��4EFP�L?GB@QFSB�JFDEQ�?B�>MMOLMOF>QB

CLO�>�PJ>II�?RPFKBPP�QE>Q�FP�FKQOLAR@FKD�>�KBT�MOLAR@Q�LO

PBOSF@B�QL�>�SBOV�@LJMBQFQFSB�J>OHBQMI>@B�

d *GD;>I 
B6M>B>O6I>DC�D7?:8I>K:H� 1RF@HIV�OB@LSBOFKD�QEB�@LPQP

LC�MOLAR@Q�ABSBILMJBKQ�TEFIB�MOLSFAFKD�@RPQLJBO�S>IRB�J>V

FKSLISBEG>8:�H@>BB>C<��TEBOB�>�KBT�MOLAR@Q�FP�MOF@BA�EFDEBO

QE>K�QE>Q�LC�QEB�@LJMBQFQFLK�QL�J>UFJFWB�MOLCFQ��4EFP�L?GB@QFSB

T LRIA�TLOH�CLO�>�PJ>II�?RPFKBPP�TFQE�@RPQLJBOP�TEL�>OB�JLOB

L?GB@QFSBP�JRPQ�?B�CLOJRI>QBA�?BCLOB�>�MOF@FKD�PQO>QBDV

@>K�?B�PBIB@QBA�

���� 0EFIFM�+LQIBO�>KA�+BSFK�,>KB�+BIIBO��->O HBQFKD

->K>DBJBK Q��5MMBO�3>AAIB�2FSBO��.*��0 B>OPLK�0OBKQF@B

( >II������ 	������

���� $ >K>
.F@LIBQ>�,>P@R�>KA�+BKKBQE�%��#ILT ��%PPBKQF>IP�LC

->O HBQFKD��->PLK��/(��! QLJF@�$LD�0R?IFPEFKD������	�

���^�� �

#E>MQBO���
�->OHBQFKD�3QO>QBDV X� ��



@LK@BOKBA�TFQE�NR>IFQV��RKFNRBKBPP��>KA�PQ>QRP�O>QEBO�QE>K

MOF@B��( LT BSBO��>�MOLAR@QaP�FJ>DB�>KA�NR>IFQV�JRPQ�T>OO>KQ�QEB

EFDE�MOF@B�

d - I6IJH
FJD
76H:9�D7?:8I>K:H� 5 PBA�QL�JFKFJFWB�QEB�FJM>@Q�LC

@LJMBQFQLOP��DLSBOKJBKQ��LO�@E>KKBI�JBJ?BOP�>KA�QL�>SLFA�>

P>IBP�AB@IFKB��QEBPB�L?GB@QFSBP�>OB�OB>@QFSB�O>QEBO�QE>K

MOL>@QFSB��PL�QEBV�PELRIA�?B�>ALMQBA�CLO�QEB�PELOQ�QBOJ�LKIV�

3J>II�?RPFKBPPBP�JRPQ�?B�>?IB�QL�JBBQ�QEB�KBBAP�LC�QEBFO�Q>ODBQ

J>OHBQ�

Pricing Strategy

/K@B QEB MOF@FKD L?GB@QFSBP >OB PBQ� > PJ>II ?RPFKBPP JRPQ ABQBOJFKB

> MOF@FKD PQO>QBDV� 4EB PJ>II ?RPFKBPP LTKBO @>K @LKPFABO > S>OFBQV

LC >MMOL>@EBP� $FP@LRKQ MOF@FKD� @LPQ
?>PBA MOF@FKD� MOBPQFDB

MOF@FKD� BSBK
LAA MOF@FKD� >KA DBLDO>MEF@ MOF@FKD >OB AFP@RPPBA

EBOB� )K DBKBO>I� QO>AFQFLK>I MOF@FKD PQO>QBDFBP @>K >IPL ?B >MMIFBA QL

QEB LKIFKB BKSFOLKJBK Q���� ( LT DLLAP >KA PBOSF@BP >OB MOF@BA QBIIP

@LKPRJBOP�>�ILQ�>?LRQ�TE>Q�QL�BUMB@Q�COLJ�>�PJ>II�?RPFKBPP�

Discount Pricing

! PJ>II ?RPFKBPP JFDEQ @ELLPB >9>H8DJCI EG>8>C<PQO>QBDV�
���

FC FQ

���� *RAV�3QO>RPP�>KA�2>VJLKA�&OLPQ��%
->OHBQFKD��5MMBO

3>AAIB�2FSBO��.*��0 B>OPLK�0OBKQF@B�( >II������ 	��� �� �

���� $F>KB�7>QHFKP��b7 E>Q�)P�$FP@LRKQ�0OF@FKD�3QO>QBDV��c

#EOLK�@LJ��>@@BPPBA�$B@BJ?BO���������

� �� X#E>MQBO���
�->OHBQFKD�3QO>QBDV



FP ILLHFKD QL AOFSB QO>CCF@ >KA P>IBP PELOQ QBOJ LO FC FQ T>KQP QL ?B

MBOJ>KBKQIV PBBK >P QEB S>IRB IB>ABO FK >K FKARPQOV���� $FP@LRKQ

MOF@FKD FP RPBA TFQE @RPQLJBOP TEL ?RV FK I>ODB NR>KQFQFBP�

@RPQLJBOP TEL ?RV AROFKD LCC
MB>H QFJBP �PB>PLK>I	� MOLJLQFLKP

RPBA QL FK@OB>PB QO>CCF@� >KAADHH A:69:GH �MOLAR@QP QE>Q >OB

AFP@LRKQBA QL DBQ @RPQLJBOP FK QEB ALLO FK QEB ELMB QE>Q QEBV TFII

>IPL ?RV JLOB MOLCFQ>?IB MOLAR@QP	� $FP@LRKQ MOF@FKD @>K ?B RPBA FK

QEB LKIFKB BKSFOLKJBK Q FK T>VP PFJFI>O QL ?OF@H
>KA
JLO Q>O PQLOBP�

)C QEB AFP@LRKQFKD FP PELOQ
QBOJ� FKSBKQLOV @>K ?B OBAR@BA� >KA

OBSBKRBP >OB FK@OB>PBA QBJMLO>OFIV���� !K FJMLOQ>KQ AFP>AS>KQ>DB�

ELT BSBO� FP QE>Q @RPQLJBOP LCQBK >PPL@F>QB ILT MOF@B TFQE ILT

NR>IFQV� M>OQF@RI>OIV FC > ?O>KA K>JB FP RKC>JFIF>O� ! AFP@LRKQ MOF@FKD

PQO>QBDV @LRIA IB>A QL > MOLAR@Q LO > PBOSF@B ?BFKD MBO@BFSBA >P

ILT NR>IFQV� !IPL� MOF@B OBAR@QFLKP @>K ?B B>PFIV J> Q@EBA ?V QEB

@LJMBQFQFLK��BIFJFK>QFKD�>KV�?RQ�QEB�B>OIFBPQ�>AS>KQ>DB����

PJ>II ?RPFKBPP�@EOLK�@LJ �AFP@LRKQ
MOF@FKD


PQO>QBDV
����E QJI�

���� 2F@H�3RQQIB��b)KARPQOV�0OF@FKD�3QO>QBDV�c�#EOLK�@LJ�

>@@BPPBA�$B@BJ?BO����������PJ>II ?RPFKBPP�@EOLK�@LJ �

FKARPQOV
MOF@FKD
PQO>QBDV
�����E QJI�

���� $F>KB�7>QHFKP��b7 E>Q�)P�$FP@LRKQ�0OF@FKD�3QO>QBDV��c

#EOLK�@LJ��>@@BPPBA�$B@BJ?BO���������

PJ>II ?RPFKBPP�@EOLK�@LJ �AFP@LRKQ
MOF@FKD


PQO>QBDV
����E QJI�

���� $F>KB�7>QHFKP��b7 E>Q�)P�$FP@LRKQ�0OF@FKD�3QO>QBDV��c

#EOLK�@LJ��>@@BPPBA�$B@BJ?BO���������

PJ>II ?RPFKBPP�@EOLK�@LJ �AFP@LRKQ
MOF@FKD


PQO>QBDV
����E QJI�
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Cost-Based Pricing

�DHI 
76H:9 EG>8>C<FP > SBOV PFJMIB >MMOL>@E� ! @LJM>KV CFDROBP

LRQ ELT JR@E FQ @LPQP QL J>HB > MOLAR@Q LO ABIFSBO > PBOSF@B >KA

QEBK PBQP QEB MOF@B ?V >AAFKD > MOLCFQ QL QEB @LPQ� &LO BU>JMIB� FC

FQ @LPQP > PJ>II QLV J>KRC>@QROBO ��� QL J>HB FQP PFDK>QROB PQRCCBA

>KFJ>I �Q>HFKD FKQL >@@LRKQ CFUBA >KA S>OF>?IB @LPQP	 >KA QEB

@LJM>KV T>KQP > �� MBO@BKQ MOLCFQ MBO RKFQ� QEB MOF@B QL QEB OBQ>FIBO

TFII�?B����� �� �

#LPQ
?>PBA MOF@FKD FP SBOV B>PV QL RPB� )Q FP CIBUF?IB �>IILTFKD

AFCCBOBKQ MOLCFQ MBO@BKQ>DBP QL ?B >AABA QL AFCCBOBKQ MOLAR@Q IFKBP	�

>IILTP CLO B>PV MOF@B >AGRPQJBKQP FC @LPQP DL RM LO ALTK� >KA FP

PFJMIB QL @>I@RI>QB� /K QEB ALTKPFAB� @LPQ
?>PBA MOF@FKD FDKLOBP

MOLAR@Q ABJ>KA� TE>Q QEB @LJMBQFQFLK FP ALFKD TFQE MOF@FKD� >KA

MLPFQFLKFKD��>KA�FQ�MOLSFABP�KL�FK@BKQFSB�CLO�@LPQ�BCCF@FBK@FBP����

Prestige Pricing

*G:HI><: EG>8>C< �DG EG:B>JB EG>8>C<�Q>MP FKQL QEB ?BIFBC QE>Q >

EFDE MOF@B JB >KP EFDE NR>IFQV� !IQELRDE QEFP OBI>QFLKPEFM BUFPQP FK

J>K V FKPQ>K@BP� FQ FP KLQ QORB FK >II @>PBP� .LKBQEBIBPP� MOBPQFDB

MOF@FKD FP b> PQO>QBDV ?>PBA LK QEB MOBJFPB QE>Q @LKPRJBOP TFII CBBI

�� �� b#LPQ
">PBA�0OF@FKD�c�3J>II�" RPFKBPP�.LQBP��>@@BPPBA

$B@BJ?BO����������T T T �PJ>II ?RPFKBPPKLQBP�@LJ �

J>OHBQFKD
VLRO
?RPFKBPP�@LPQ
?>PBA
MOF@FKD�EQJI�

���� b4EB�( FDEP�!KA�,L TP�LC�#LPQ
">PBA�0OF@FKD�c�&FLK>

->@HBKWFB��!RDRPQ��������� ��$B@BJ?BO���������

CFLK>J>@HBKWFB�@LJ�> R�MOF@FKD
PQO>QBDV�QEB
EFDEP


>KA
ILTP
L C�
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?>PBA
MOF@FKD�EQJI�
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QE>Q MOLAR@QP ?BILT > M>OQF@RI>O MOF@B TFII E>SB FKCBOFLO NR>IFQV >KA

TFII KLQ @LKSBV > ABPFOBA PQ>QRP >KA FJ>DB�c��� ! PJ>II @EFIAOBKaP

@ILQEFKD PQLOB QE>Q @>OOFBP LKIV QLM
LC
QEB
IFKB JBO@E>KAFPB TLRIA

RPB > MOBPQFDB MOF@FKD PQO>QBDV� #ILQEFKD COLJ QEFP PQLOB TLRIA ?B

PBBK >P E>SFKD > EFDEBO MBO@BFSBA S>IRB QE>K @ILQEFKD COLJ ->@ VaP

?RQ MBOE>MP @LJM>O>?IB FK S>IRB QL @ILQEFKD COLJ " ILLJFKDA>IBaP�

. LOAPQOLJ��LO�. BFJ>K
->O @RP�

0OBPQFDB MOF@FKD @>K ?B SBOV BCCB@QFSB >Q FJMOLSFKD ?O>KA FABKQFQV

FK > M>OQF@RI>O J>OHBQ� (LT BSBO� FQ FP KLQ QVMF@>IIV RPBA TEBK QEBOB

FP AFOB@Q @LJMBQFQFLK ?B@>RPB PR@E @LJMBQFQFLK QBKAP QL E>SB >

ALTKT >OA BCCB@Q LK MOF@FKD� 5KFNRB MOLAR@QP RPR>IIV E>SB QEB ?BPQ

@E>K@B�LC�PR@@BBAFKD�TFQE�MOBPQFDB�MOF@FKD����

Even-Odd Pricing

!IPL HKLTK >P QEB bKFKB >KA WBOL BCCB@Q�c
���

:K :C 
D99 EG>8>C<@>K ?B

RPBA QL @LJJRKF@>QB NR>IFQV LO S>IRB� )Q >PPRJBP QE>Q @LKPRJBOP

���� $ >K>
.F@LIBQ>�,>P@R�>KA�+BKKBQE�%��#ILT ��%PPBKQF>IP�LC

->O HBQFKD��->PLK��/(��! QLJF@�$LD�0R?IFPEFKD	�����^���

���� ,FP>�->DILCC��b7 E>Q�)P�0OBJFRJ�0OF@FKD�3QO>QBDV��c

#EOLK�@LJ��>@@BPPBA�$B@BJ?BO���������

PJ>II ?RPFKBPP�@EOLK�@LJ �MOBJFRJ
MOF@FKD


PQO>QBDV
��� � �EQJI�

���� )S>K>�4>VILO��b��0OF@FKD�3QO>QBDFBP�9LR�#>K�)JMIBJBK Q

2FDEQ�.LT �c�!RDRPQ�����������>@ @BPPBA�$B@BJ?BO���������

3J>II�" RPFKBPP�4OBKAP��PJ>II?FWQOBKAP�@LJ ����� ��� �

�
MOF@FKD
PQO>QBDFBP
VLR
@>K
FJMIBJBKQ
OFDEQ


KLT �EQJI�

#E>MQBO���
�->OHBQFKD�3QO>QBDV X� ��



>OB KLQ MBOCB@QIV O>QFLK>I� TEF@E FP QORB� %JLQFLK MI>VP > JR@E

I>ODBO�OLIB�FK�@LKPRJBO�?BE>SFLO�QE>K�O>QFLK>IFQV�

%SBK
KRJ?BOBA MOF@FKD� LO PBQQFKD PBIIFKD MOF@BP FK TELIB

KRJ?BOP �B�D�� ��� 	� @LKSBVP > EFDEBO
NR>IFQV FJ>DB� ! PJ>II� EFDE


BKA DFCQ PELM� CLO BU>JMIB� TLRIA RPB BSBK MOF@FKD CLO JLPQ FC KLQ

>II FQP MOLAR@QP� TFQE LAA
KRJ?BOBA MOF@BP �B�D�� ����� �	 RPBA CLO

MOLAR@QP QE>Q >OB LK P>IB� /AA
KRJ?BOBA MOF@BP DFSB @LKPRJBOP QEB

FJMOBPPFLK QE>Q QEBV >OB DBQQFKD > DOB>Q S>IRB� )Q FP > MPV@ELILDF@>I

BCCB@Q�TFQE�KL�?>PFP�FK�ILDF@��"RQ�FQ�ALBP�TLOH�FK�MO>@QF@B�

Geographic Pricing

3LJB PJ>II @LJM>KFBP TFII RPB ><:D<G6E=>8 EG>8>C<PQO>QBDV� 4EFP

MOF@FKD PQO>QBDV Q>HBP QEB DBLDO>MEF@ IL@>QFLK LC > @RPQLJBO FKQL

@LKPFABO>QFLK� QEB O>QFLK>IB ?BFKD QE>Q AFPQOF?RQFLK @>K FK@OB>PB

MOLAR@Q ABIFSBOV @LPQP >KA QERP QEB @LPQ LC QEB MOLAR@Q���� 4>UBP�

QEB @LPQ LC >ASBOQFPFKD� @LJMBQFQLOP TEL ?BKBCFQ COLJ DL SBOKJBKQ

PR?PFAFBP� @LKPRJBO ABJ>KA� AFCCBOBK@BP FK @LPQP LC IFSFKD� >KA QEB

DBKBO>I @LPQ LC ALFKD ?RPFKBPP >OB LQEBO C>@QLOP QE>Q BKQBO FKQL

QEB AB@FPFLK QL RPB DBLDO>MEF@ MOF@FKD� 3J>II ?RPFKBPPBP QE>Q PBII

LRQPFAB QEB 5KFQBA 3Q>QBP TLRIA IFHBIV BK@LRKQBO QEB KBBA CLO

DBLDO>MEF@ MOF@FKD� 4EFP PQO>QBDV JFDEQ >IPL ?B >MMOLMOF>QB TEBK

PBIIFKD�FK�AFCCBOBKQ�PQ>QBP�

Key Takeaways

d ->O HBQFKD�FP�QEB�LKIV�>@QFSFQV�QE>Q�DBKBO>QBP�OBSBKRB�CLO�JLPQ

���� $ >K>
.F@LIBQ>�,>P@R�>KA�+BKKBQE�%��#ILT ��%PPBKQF>IP�LC

->O HBQFKD��->PLK��/(��! QLJF@�$LD�0R?IFPEFKD	������

��� X#E>MQBO���
�->OHBQFKD�3QO>QBDV



PJ>II�?RPFKBPPBP�

d 0OF@B�>@@LRKQP�CLO�OBSBKRB�

d $BQBOJFKFKD�>�MOF@B�CLO�FQP�MOLAR@QP�LO�PBOSF@BP�FP�LKB�LC�QEB

JLPQ�FJMLOQ>KQ�AB@FPFLKP�QE>Q�>�PJ>II�?RPFKBPP�TFII�J>HB�

d 4EBOB�>OB�J>K V�C>@QLOP�FKSLISBA�FK�@ELLPFKD�QEB�OFDEQ�MOF@FKD

PQO>QBDV�

d ( >SFKD�QEB�ILT BPQ�MOF@B�FP�KLQ�QVMF@>IIV�>�PQOLKD�MLPFQFLK�CLO

PJ>II�?RPFKBPPBP�

d 0OF@FKD�L?GB@QFSBP�PELRIA�?B�@OB>QBA�?BCLOB�>�MOF@FKD�PQO>QBDV

FP�PBIB@QBA�

d )K�DBKBO>I��QO>AFQFLK>I�MOF@FKD�PQO>QBDFBP�@>K�?B�>MMIFBA�QL�QEB

LKIFKB�BKSFOLKJBK Q�

d $FP@LRKQ�MOF@FKD��@LPQ
?>PBA�MOF@FKD��MOBPQFDB�MOF@FKD��BSBK


LAA�MOF@FKD��>KA�DBLDO>MEF@�MOF@FKD�>OB�MOF@FKD�PQO>QBDFBP�QE>Q

@>K�?B�@LKPFABOBA�?V�>�PJ>II�?RPFKBPP�

d ( LT�DLLAP�>KA�PBOSF@BP�>OB�MOF@BA�QBIIP�@LKPRJBOP�>�ILQ�>?LRQ

TE>Q�QL�BUMB@Q�COLJ�>�PJ>II�?RPFKBPP�

Marketing Strategy and Place

. L J> QQBO ELT DOB>Q > MOLAR@Q LO > PBOSF@B J> V ?B� @RPQLJBOP

@>KKLQ ?RV FQ RKIBPP FQ FP J>AB >S>FI>?IB QL QEBJ LKDOLRKA LO LKIFKB

LO ?LQE� 4EFP FP QEB OLIB LC QEBEA68: 0 FK QEB J>OHBQFKD JFU_QL DBQ

> MOLAR@Q LO > PBOSF@B QL QEB Q>ODBQ J>OHBQ >Q > OB>PLK>?IB @LPQ >KA

>Q QEB OFDEQ QFJB� #E>KKBIP LC AFPQOF?RQFLK JRPQ ?B PBIB@QBA� >KA QEB

MEVPF@>I�AFPQOF?RQFLK�LC�DLLAP�JRPQ�?B�J>K>DBA�

#E>MQBO���
�->OHBQFKD�3QO>QBDV X���



Channels of Distribution

! PJ>II ?RPFKBPP J>V @ELLPB QEB AFOB@Q� OBQ>FI� TELIBP>IB� PBOSF@B� LO

EV?OFA @E>KKBIP� )K DBKBO>I� ?RPFKBPP
QL
?RPFKBPP �"�"	 AFPQOF?RQFLK

@E>KKBIP�M>O>IIBI�QELPB�LC�?RPFKBPP
QL
@LKPRJBO��"�#	�?RPFKBPPBP�

�=6CC:AH�D;�� >HIG>7JI>DC

Direct Channel

->K V PJ>II ?RPFKBPPBP RPB QEB9>G:8I 8=6CC:A� 4EB AFOB@Q @E>KKBI

FKSLISBP PBIIFKD AFOB@QIV QL QEB CFK>I @LKPRJBO TFQE KL

>CI:GB:9>6G>:H �OBQ>FIBOP >KA TELIBP>IBOP� >IPL HKLTK >P

JFAAIBJBK	 FK QEB MOL@BPP� 4EB AFOB@Q @E>KKBI MOLSFABP @ILPB

@LKQ>@Q TFQE QEB @RPQLJBO >KA CRII @LKQOLI LC >II >PMB@QP OBI>QBA

QL QEB J>OHBQFKD LC > @LJM>KVaP MOLAR@QP���� 4EB 3RD>O ">HBOV

� 3 T BBQ 3ELM FK %>PQ (>SBK� #LKKB@QF@RQ �TFKKBO LC QEB &LLA

. BQT LOHaP ���� b #RM@>HB 7 >OPc	� RPBP QEB AFOB@Q @E>KKBI� >P ALBP

QEB IL@>I C>OJBO TEBK PBIIFKD CORFQP >KA SBDBQ>?IBP QL QEB IL@>I

MLMRI>QFLK� -F@E>BI $BII PQ>OQBA LRQ ?V PBIIFKD @LJMRQBOP COLJ EFP

���� $ >K>
.F@LIBQ>�,>P@R�>KA�+BKKBQE�%��#ILT ��%PPBKQF>IP�LC

->O HBQFKD��->PLK��/(��! QLJF@�$LD�0R?IFPEFKD������	�

��� �

��� X#E>MQBO���
�->OHBQFKD�3QO>QBDV



ALOJ OLLJ� >KA QEB CLRKABOP LC .>KQR@HBQ .B@Q>OP ?BD>K QEBFO

?RPFKBPP ?V PBIIFKD QEBFO ELJB
?OBT BA CORFQ AOFKHP QL ?L>QBOP FK

. >KQR@HBQ (>O?LO� ->K V "�" PBIIBOP >IPL RPB QEB AFOB@Q @E>KKBI�

#LKPLIFA>QBA )KARPQOFBP� )K@�� CLO BU>JMIB� PBIIP EBIF@LMQBO M>OQP

AFOB@QIV QL 3FHLOPHV !FO@O>CQ >KA >FOIFKB M>OQP AFOB@QIV QL "LBFKD�

�3BB #E>MQBO � b4EB " RPFKBPP 0I>Kc CLO JLOB FKCLOJ>QFLK LK

#LKPLIFA>QBA�)KARPQOFBP��)K@�	

Retail Channel

->K V PJ>II ?RPFKBPPBP J>V @ELLPB QL MOLAR@B LO J>KRC>@QROB

MOLAR@QP >KA AFPQOF?RQB QEBJ QL OBQ>FIBOP CLO P>IB� 4EFP FP @LKPFABOBA

>K>C9>G:8I 8=6CC:A ?B@>RPB QEB OBQ>FIBO FP >K>CI:GB:9>6GN

?BQT BBK QEB MOLAR@BO LO J>KRC>@QROBO >KA QEB CFK>I @LKPRJBO�

)C > PJ>II ?RPFKBPP QE>Q J>HBP LKB
LC
>
HFKA� E>KA@O>CQBA MF@QROB

CO>JBP PBIIP FQP CO>JBP QL > MF@QROB
CO>JFKD ?RPFKBPP QE>Q FK QROK

PBIIP QEB CO>JBP QL FQP @RPQLJBOP� QEFP TLRIA ?B >K BU>JMIB LC RPFKD

QEB OBQ>FI @E>KKBI� !K LKIFKB ?RPFKBPP QE>Q PBIIP MOLAR@QP J>AB ?V

PBSBO>I MOLAR@BOP LO J>KRC>@QROBOP TLRIA >IPL ?B RPFKD QEB OBQ>FI

@E>KKBI_>KA�TLRIA�?B�@>IIBA�>K�B
Q>FIBO�

Wholesale Channel

1 =DA:H6A:GH>OB >IPL>CI:GB:9>6G>:H� ! TELIBP>IBO FP b> ;I>ODB LO

PJ>II< ?RPFKBPP QE>Q PBIIP QL OBQ>FIBOP� @LKQO>@QLOP� LO LQEBO QVMBP

LC ?RPFKBPPBP �BU@IRAFKD C>OJP	� ?RQ KLQ QL QEB DBKBO>I MR?IF@ �LO

>Q IB>PQ KLQ FK >KV PFDKFCF@>KQ >JLRKQ	�c��� ! PJ>II ?RPFKBPP QE>Q

���� b- LKQEIV���!KKR>I�7 ELIBP>IB�4O>AB�$BCFKFQFLKP�c�53

#E>MQBO���
�->OHBQFKD�3QO>QBDV X���



@ELLPBP QL RPB TELIBP>IBOP FP >IPL RPFKD >K>C9>G:8I 8=6CC:A LC

AFPQOF?RQFLK� 5PFKD > TELIBP>IBO J>HBP PBKPB TEBK > ?RPFKBPP

J>HBP > MOLAR@Q QE>Q FQ T>KQP QL PBII FK J>KV PQLOBP QE>Q TLRIA

KLQ ?B B>PFIV LO @LKSBKFBKQIV OB>@E>?IB QEOLRDE QEB AFOB@Q @E>KKBI

LO QEB OBQ>FI @E>KKBI� &LO BU>JMIB� +>QEIBBK +FKDaP PJ>II DLROJBQ

?>HBA DLLAP @LJM>KV �KLT HKLTK >P 4>QBaP ">HB 3ELM	 B>OKP JR@E

LC FQP >KKR>I OBSBKRB COLJ QEB TELIBP>IB AFPQOF?RQFLK LC FQP ?>HBA

DLLAP QL >MMOLUFJ>QBIV LKB ERKAOBA DLROJBQ PELMP LK ,LKD )PI>KA�

FK�.BT�9 LOH�#FQV��>KA�FK�LQEBO�PQ>QBP����

!IQELRDE >KV PJ>II ?RPFKBPP QE>Q RPBP TELIBP>IBOP TFII PBB >

OBAR@QFLK FK MOLCFQ� QEBOB >OB PBSBO>I >AS>KQ>DBP QL TELIBP>IFKD�

&LO BU>JMIB� TELIBP>IBOP >OB >?IB QL PBII >KA MOLJLQB QL JLOB

@RPQLJBOP >Q > OBAR@BA @LPQ� QEBV @>K ABIFSBO JLOB NRF@HIV QL

?RVBOP ?B@>RPB TELIBP>IBOP >OB @ILPBO QL QEBJ� >KA TELIBP>IBOP

@>K FKSBKQLOV MOLAR@QP� QEBOB?V OBAR@FKD FKSBKQLOV @LPQP >KA OFPHP

QL QEBFO PRMMIFBOP >KA @RPQLJBOP���� 3J>II ?RPFKBPPBP QE>Q MOLAR@B

LKIV LKB LO > CBT MOLAR@QP @LJJLKI V RPB QEB TELIBP>IB @E>KKBI

LC AFPQOF?RQFLK� 2BQ>FI LRQIBQP J>V KLQ ?B MI>@FKD LOABOP COLJ QEB

PJ>II ?RPFKBPP ?B@>RPB FQ FP KLQ HKLTK� 4EB TELIBP>IBO @>K MRQ QEB

MOLAR@Q�FK�COLKQ�LC�QEBJ����

#BKPRP�"ROB>R��/ @QL?BO��������� ��>@@BPPBA�$B@BJ?BO���

������T T T �@BKPRP�DLS�TELIBP>IB�ABCFKFQFLKP�EQJI�

���� $ >K>
.F@LIBQ>�,>P@R�>KA�+BKKBQE�%��#ILT ��%PPBKQF>IP�LC

->O HBQFKD��->PLK��/(��! QLJF@�$LD�0R?IFPEFKD������	�

��� ��( BO�MOLAR@QP�@>K�?B�SFBT BA�LKIFKB�>Q

T T T �Q>QBP?>HBPELM�@LJ�

���� 0EFIFM�+LQIBO�>KA�+BSFK�+BIIBO��->O HBQFKD�->K>DBJBKQ

�5MMBO�3>AAIB�2FSBO��.*��0 B>OPLK�0OBKQF@B�( >II������ 	�

���^�� �

���� *BCC�->ARO>��)KQOLAR@QFLK�QL�"RPFKBPP��3Q��0>RI��-.�

0>O>AFDJ�0R?IFPEFKD������	������

��� X#E>MQBO���
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Multichannel Distribution

! PJ>II ?RPFKBPP J>V @ELLPB >B JAI>8=6CC:A 9>HIG>7JI>DC HNHI:B

�DG =N7G>9 8=6CC:A�� 4EFP @E>KKBI LMQFLK RPBP QT L LO JLOB @E>KKBIP

LC AFPQOF?RQFLK QL OB>@E LKB LO JLOB @RPQLJBO PBDJBKQP� LCCBOFKD

@RPQLJBOP JRIQFMIB MRO@E>PB >KA @LJJRKF@>QFLK LMQFLKP���� 4EB

JRIQF@E>KKBI�>MMOL>@E�LCCBOP�QEOBB�FJMLOQ>KQ�>AS>KQ>DBP����

�� #C8G:6H:9�B6G @:I�8D K:G6<:� - LOB�@RPQLJBOP�>OB�>?IB�QL�PELM

CLO�>�@LJM>KVaP�MOLAR@Q�FK�JLOB�MI>@BP��>KA�@RPQLJBOP�TEL

?RV�FK�JLOB�QE>K�LKB�@E>KKBI�>OB�LCQBK�JLOB�MOLCFQ>?IB�QE>K

LKB
@E>KKBI�@RPQLJBOP�

�� &DL :G�8=6CC:A�8DHI�3BIIFKD�?V�MELKB�LO�LKIFKB�FP�@EB>MBO�QE>K

PBIIFKD�SF>�MBOPLK>I�SFPFQP�QL�PJ>II�@RPQLJBOP�

�� ' DG:�8JHIDB>O:9�H:AA>C<�!�QB@EKF@>I�P>IBP�CLO@B�@LRIA�?B

>AABA�QL�PBII�JLOB�@LJMIBU�BNRFMJBKQ�

4EB EV?OFA >MMOL>@E TLOHP TBII CLO PJ>II ?RPFKBPPBP� 4>QBaP ">HB

3ELM PBIIP AFOB@QIV QEOLRDE FQP PQLOB FK 3LRQE>JMQLK� .BT 9 LOH�

>KA LKIFKB� )Q PBIIP FKAFOB@QIV QL DLROJBQ OBQ>FIBOP PR@E >P 3RD>O

>KA 3MF@B FK #E>MM>NR>� .BT 9 LOH� QEOLRDE FQP TELIBP>IBOP� ,L@>I

OBPQ>RO>KQP >IPL RPB QEB JRIQF@E>KKBI >MMOL>@E TEBK @RPQLJBOP

���� 0EFIFM�+LQIBO�>KA�+BSFK�+BIIBO��->O HBQFKD�->K>DBJBKQ

�5MMBO�3>AAIB�2FSBO��.*��0 B>OPLK�0OBKQF@B�( >II������ 	�

�����$ >K>
.F@LIBQ>�,>P@R�>KA�+BKKBQE�%��#ILT �

%PPBKQF>IP�LC�->OHBQFKD��->PLK��/(��! QLJF@�$LD

0R?IFPEFKD������	������

���� 0EFIFM�+LQIBO�>KA�+BSFK�+BIIBO��->O HBQFKD�->K>DBJBKQ

�5MMBO�3>AAIB�2FSBO��.*��0 B>OPLK�0OBKQF@B�( >II������ 	�

��� �

#E>MQBO���
�->OHBQFKD�3QO>QBDV X���



@>K LOABO LKIFKB LO ?V MELKB >KA QEBK MF@H RM QEB CLLA >Q QEB

OBPQ>RO>KQ�

Physical Distribution (Logistics)

* =NH>86A 9>HIG>7JI>DC �AD<>HI>8H� FKSLISBP b>II QEB >@QFSFQFBP FKSLISBA

FK QEB MEVPF@>I CILT >KA PQLO>DB LC J>QBOF>IP� PBJFCFKFPEBA DLLAP�

>KA CFKFPEBA DLLAP QL @RPQLJBOP FK > J>KKBO QE>Q FP BCCF@FBKQ >KA

@LPQ BCCB@QFSB�c��� ,LD FPQF@P @>K ?B MBOCLOJBA ?V QEB MOLAR@BO LO

QEB J>KRC>@QROBO� FKQBOJBAF>OFBP� LO QEB @RPQLJBO� $B@FAFKD LK QEB

OFDEQ ILDFPQF@P PLIRQFLK J>V ?B QEB AFCCBOBKQF>QLO QE>Q MRQP >

@LJM>KV >EB>A LC FQP @LJMBQFQFLK���� ,LD FPQF@P >OB OBIBS>KQ QL ?LQE

LKIFKB�>KA�LKDOLRKA�@LJM>KFBP�

4EB @LPQP LC ILDFPQF@P @>K >@@LRKQ CLO >P JR@E >P ���̂� MBO@BKQ

LC > @LJM>KVaP DOLPP OBSBKRBP� PL >KV JLKBV QE>Q @>K ?B P>SBA

@>K IB>A QL JLOB >CCLOA>?IB MOLAR@QP CLO @LKPRJBOP >KA FK@OB>PBA

MOLCFQ>?FIFQV� 4EB @LPQP TFII S>OV ?V PBSBO>I C>@QLOP �B�D�� FKARPQOV

PB@QLO� @LJM>KV IL@>QFLK� >KA @LJM>KV PFWB	� 2BQ>FIBOP QE>Q LCCBO >

TFAB >PPLOQJBKQ LC MOLAR@QP TFII PMBKA JLOB LK ILDFPQF@P ?B@>RPB

QO>KPMLOQ>QFLK >KA PQLO>DB @LPQP TFII FK@OB>PB >P QEB KRJ?BO LC

@>OOFBA�MOLAR@QP�FK@OB>PBP����

���� $ >K>
.F@LIBQ>�,>P@R�>KA�+BKKBQE�%��#ILT ��%PPBKQF>IP�LC

->O HBQFKD��->PLK��/(��! QLJF@�$LD�0R?IFPEFKD������	�

����

���� *BKKFCBO�.F@ELIP��b'RFAB�QL�4O>KPMLOQ>QFLK�>KA�,LDFPQF@P

#LJM>KFBP�CLO�3J>II�" RPFKBPP�c�"RPFKBPP�@LJ��>@@BPPBA

$B@BJ?BO����������T T T �?RPFKBPP�@LJ �DRFABP�ILD FPQF@P


J>K>DBJBKQ
CLO
PJ>II
?RPFKBPP
����

���� $ >K>
.F@LIBQ>�,>P@R�>KA�+BKKBQE�%��#ILT ��%PPBKQF>IP�LC

��� X#E>MQBO���
�->OHBQFKD�3QO>QBDV



&D<>HI>8H >CKDAK: I=: ; DAADL>C< ;DJG EG>B6GN ;JC8I>DCH�

IG6CHEDGI6I>DC	 L6G:=DJH>C<	 >CK:C IDGN 8DCIGDA	 6C9 DG9:G

EGD8:HH>C<�
���

�� . G6CHEDGI6I>DC�4EB�QO>KPMLOQ>QFLK�@ELF@BP�CLO�>�PJ>II

?RPFKBPP�TFII�ABQBOJFKB�TEBQEBO�MOLAR@QP�TFII�>OOFSB�>Q�QEBFO

ABPQFK>QFLK�FK�DLLA�@LKAFQFLK�>KA�LK�QFJB��4O>KPMLOQ>QFLK

@LPQP�TFII�FK@OB>PB�MOLAR@Q�MOF@B��4EB�@ELF@BP�FK@IRAB�QOR@H�

O>FI��>FO��T >QBO��>KA�MFMBIFKB��4EB�Q>?IB�@>IIBA�b#E>O>@QBOFPQF@P�LC

$FCCBOBKQ�- LABP�LC�4O>KPMLOQ>QFLKc�?BILT�@LJM>OBP�QEBPB

@ELF@BP��4EB�PBIB@QFLK�LC�QEB�?BPQ�JLAB�LO�@LJ?FK>QFLK�LC

QO>KPMLOQ>QFLK�JLABP�ABMBKAP�LK�>�S>OFBQV�LC�C>@QLOP�

FK@IRAFKD�@LPQ��PMBBA��>MMOLMOF>QBKBPP�CLO�QEB�QVMB�LC�DLLA�

ABMBKA>?FIFQV��>KA�>@@BPPF?FIFQV��!II�QEBPB�QEFKDP�TFII�>CCB@Q

@RPQLJBO�S>IRB�>KA�@RPQLJBO�P>QFPC>@QFLK�

�� 1 6G:=DJH>C<�
���

0OLAR@BOP�>KA�J>KRC>@QROBOP�JRPQ�PQLOB

DLLAP�?BCLOB�QEBV�>OB�PLIA�?B@>RPB�MOLAR@QFLK�>KA

@LKPRJMQFLK�O>OBIV�J> Q@E��3LJB�FKSBKQLOV�J> V�?B�HBMQ�>Q�LO

KB>O�QEB�MLFKQ�LC�MOLAR@QFLK�LO�J>KRC>@QROB��?RQ�QEB�OBPQ�FP

IL@>QBA�FK�T>OBELRPBP��3LJB�T>OBELRPBP�>IPL�MOLSFAB

>PPBJ?IV��M>@H>DFKD��>KA�MOLJLQFLK>I�AFPMI>V�@LKPQOR@QFLK

PBOSF@BPe>II�CLO�>�CBB��LC�@LROPB�

�� #CK:C IDGN�8DCIGDA�#CK:C IDGN�8DCIGDAFP�>?LRQ�BKPROFKD�QE>Q

->O HBQFKD��->PLK��/(��! QLJF@�$LD�0R?IFPEFKD������	�

�� � �

���� $ >K>
.F@LIBQ>�,>P@R�>KA�+BKKBQE�%��#ILT ��%PPBKQF>IP�LC

->O HBQFKD��->PLK��/(��! QLJF@�$LD�0R?IFPEFKD������	�

�� � �

���� 0EFIFM�+LQIBO�>KA�+BSFK�+BIIBO��->O HBQFKD�->K>DBJBKQ
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DLLAP�>OB�TEBOB�@RPQLJBOP�T>KQ�QEBJ�TEBK�QEBV�T>KQ�QEBJ�

)K�LQEBO�TLOAP��FQ�FP�>?LRQ�>SLFAFKD�QEB�bLRQ�LC�PQL@Hc�PFQR>QFLK

QE>Q�FOOFQ>QBP�@RPQLJBOP��3J>II
?RPFKBPP�LTKBOP�JRPQ

RKABOPQ>KA�ELT�JR@E�FKSBKQLOV�TFII�?B�KBBABA�QL�>AAOBPP

QEBFO�@RPQLJBOPa�KBBAP�LK�>�QFJBIV�?>PFP�>KA�>Q�QEB�>MMOLMOF>QB

@LPQ��QEFKH�MOF@FKD�PQO>QBDV	��( FDE�FKSBKQLOFBP�>OB�RKABPFO>?IB

?B@>RPB�QEBV�J> V�IB>A�QL�L?PLIBQB�MOLAR@QP��ABMOBPPBA�P>IBP�LC

KBT�JLABIP��>KA�IFNRFA>QFLK�MOF@BP�QE>Q�J>V�@E>KDB�@RPQLJBO

BUMB@Q>QFLKP�FK�QEB�CRQROB���� 3J>II�?RPFKBPPBP�PELRIA�QEFKH�LC

FKSBKQLOV�>P�>�T>PQFKD�>PPBQ��FQ�ALBP�KLQ�FJMOLSB�TFQE�QFJB

>KA��FK�C>@Q��?B@LJBP�IBPP�S>IR>?IB�TFQE�BSBOV�A>V�QE>Q

M>PPBP_Q>HFKD�RM�PM>@B�>KA�FK@ROOFKD�EB>Q��IFDEQ��MLT BO�

E>KAIFKD��>KA�FKQBOBPQ�@E>ODBP��%SBOV�A>V�QE>Q�PELTP�FKSBKQLOV

>KA�KL�P>IBP�TFII�>IPL�PELT�KL�MOLCFQ��4EB�DL>I�FP�QL�HBBM

FKSBKQLOV�>P�ILT�>P�MLPPF?IB����

�� )G9:G�EGD8:HH>C<�
���

%SBOV�PJ>II�?RPFKBPP�PELRIA�T>KQ�QL

PELOQBK�QEB�BI>MPBA�QFJB�?BQT BBK�>K�LOABOaP�OB@BFMQ��ABIFSBOV�

>KA�M>VJBKQ��!IQELRDE�QEBOB�>OB�QVMF@>IIV�JRIQFMIB�PQBMP

FKSLISBA��QEB�OB>IFQV�FP�QE>Q�QEB�ILKDBO�QEB�@V@IB��QEB�ILT BO�QEB

@RPQLJBOaP�P>QFPC>@QFLK��QEB�EFDEBO�QEB�@LJM>KVaP�@LPQP��>KA

QEB�ILT BO�QEB�@LJM>KVaP�MOLCFQP��3QOB>JIFKFKD�QEB�MOL@BPP

���� $ >K>
.F@LIBQ>�,>P@R�>KA�+BKKBQE�%��#ILT ��%PPBKQF>IP�LC

->O HBQFKD��->PLK��/(��! QLJF@�$LD�0R?IFPEFKD������	�

����

���� b( LT�QL�2RK�>�3J>II�" RPFKBPP��)KSBKQLOV�->K>DBJBK Q�c

3Q>OQRM. >QFLK�,,#��>@@BPPBA�$B@BJ?BO���������

T T T �PQ>OQRMK>QFLK�@LJ �?RPFKBPP
>OQF@IBP�� �� �� �! 4

=) KSBKQLOV- DQ�>PM�

���� 0EFIFM�+LQIBO�>KA�+BSFK�+BIIBO��->O HBQFKD�->K>DBJBKQ

�5MMBO�3>AAIB�2FSBO��.*��0 B>OPLK�0OBKQF@B�( >II������ 	�

����
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PELRIA�?B�>�MOFLOFQV�

�=6G 68I:G>HI>8H�D;�� >;;:G:C I�' D9:H�D;�. G6CHEDGI6I>DC

' D9:
* :G8:C I6<:�D;
. DI6A
. G6CHEDGI6I>DC

�DHI - E::9 *GD9J8I��M6B EA:H�

2>FI �� - BAFRJ ,L T BO #L>I��PQLKB��@BJBKQ��LFI�
DO>FK��IRJ?BO��>KA�@>OP

4OR@H �� ( FDEBO ( FDEBO
0BOFPE>?IBP��@ILQEFKD�
CROKFQROB��>KA
>MMIF>K@BP

0FMBIFKB�� ,L T BO ,L T /FI��D>P��@EBJF@>IP��>KA
@L>I�>P�>�PBJFCIRFA

7 >QBO �� ( FDE ,L T #L>I��PQLKB��@BJBKQ��LFI�
DO>FK��>KA�@>OP

!FO � �� ( FDE ( FDE
*BT BIOV��MBOFPE>?IBP�
BIB@QOLKF@P��TFKB��>KA
PMFOFQP

�- B6AA�7JH>C:HH:H�6G:�G:EG:H:C I:9�>C�:68=�D;�I=:�EG D9J8I�:M6B EA:H
<>K:C�

3LRO@B�FK�QEB�CLLQKLQBP���

4EBOB >OB PBSBO>I QEFKDP QE>Q PJ>II ?RPFKBPPBP @>K AL QL FK@OB>PB QEB

BCCF@FBK@V >KA QEB BCCB@QFSBKBPP LC QEBFO ILDFPQF@P���� &LO BU>JMIB�

> ?RPFKBPP @>K PBIB@Q > ILDFPQF@P @LJM>KV QE>Q FP FKARPQOV
PMB@FCF@

�B�D�� TFKB LO @ILQEFKD	 ?B@>RPB QE>Q @LJM>KV TFII RKABOPQ>KA QEB

���� !A>MQBA�COLJ�$ >K>
.F@LIBQ>�,>P@R�>KA�+BKKBQE�%��#ILT �

%PPBKQF>IP�LC�->OHBQFKD��->PLK��/(��! QLJF@�$LD

0R?IFPEFKD������	������

���� *BKKFCBO�.F@ELIP��b'RFAB�QL�4O>KPMLOQ>QFLK�>KA�,LDFPQF@P

#LJM>KFBP�CLO�3J>II�" RPFKBPP�c�"RPFKBPP�@LJ��>@@BPPBA

$B@BJ?BO����������T T T �?RPFKBPP�@LJ �DRFABP�ILD FPQF@P


J>K>DBJBKQ
CLO
PJ>II
?RPFKBPP
����

#E>MQBO���
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PEFMMFKD KBBAP LC QEB MOLAR@QP LO RPB PJ>II ?RPFKBPP ILDFPQF@P

PBOSF@BP�COLJ�503�LO�&B A%U�

,LD FPQF@P J>K>DBJBKQ >IPL FK@IRABP PRMMIV @E>FK J>K>DBJBKQ�

4EFP�FP�QEB�CL@RP�LC#E>MQBO����b3RMMIV�#E>FK�->K>DBJBKQc�

Place and the Website

&LO PJ>II ?RPFKBPPBP QE>Q PBII LKIFKB LO ELMB QL PBII LKIFKB� QEB

@LJM>KV TB?PFQB bMI>@BPc QEB MOLAR@Q LO QEB PBOSF@B FK QEB E>KAP

LC QEB @RPQLJBO� !P > OBPRIQ� QEBOB >OB PBSBO>I AB@FPFLKP QE>Q JRPQ

?B J>AB QL C>@FIFQ>QB QEB MOL@BPP PL QE>Q @RPQLJBOP @>K E>SB > DLLA

LKIFKB BUMBOFBK@B��� >KA ?B IBPP FK@IFKBA QL >?>KALK QEBFO PELMMFKD

@>OQP�>KA�IB>SB�QEB�PFQB�TFQELRQ�J>HFKD�>�MRO@E>PB�

d �:II:G�HDGI>C<�6C9�H:6G8=>C<�->H B�FQ�B>PFBO�CLO�PELMMBOP�QL

CFKA�TE>Q�QEBV�>OB�ILLHFKD�CLO�

d ' JAI>7G6C9�8DB7>C6I>DCH�>C�6�H>C<A:�86GI�)C�JRIQFMIB�?O>KAP

>OB�@>OOFBA��J>HB�FQ�MLPPF?IB�QL�@LJ?FKB�PELMMFKD�@>OQP�>@OLPP

?O>KAP�>KA�>MMIV�MOLJLQFLKP�LK�QEB�BKQFOB�@>OQ�

d �A6G>IN�DC�EG>8:�6C9�9:A>K:GN�G6I:� 0OF@BP�>KA�ABIFSBOV�O>QBP

PELRIA�?B�J>OHBA�@IB>OIV��TFQE�KL�>J?FDRFQV�

d ' JAI>EA:�E6NB:C I�DEI>DCH�/C CBO�JLOB�QE>K�@OBAFQ�@>OAP���3BB

#E>MQBO���b%
"RPFKBPP�>KA�%
#LJJBO@BcCLO�>�AFP@RPPFLK�LC

���� !A>MQBA�COLJ�3E>O>A�3FKDE��b&FSB�2BQ>FI�)4�4OBKAP�QL

7 >Q@E�FK������c�2BQ>FI#RPQLJBO%UMBOFBK@B�@LJ�

$B@BJ?BO��� ������ ��>@@BPPBA�$B@BJ?BO���������

T T T �OBQ>FI@RPQLJBOBUMBOFBK@B�@LJ �>OQF@IB������� �

&FSB
OBQ>FI
)4
QOBKAP
QL
T>Q@E
FK�
������* >K

: FJJBOJ>K��7 B?�->OHBQFKD�CLO�$RJJFBP���KA�BA�

�( L?LHBK��.*��7FIB V������ 	����� ^ �� �
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M>VJBKQ�LMQFLKP�	

d �=:8@ 
DJ I�DEI>DCH�$L�KLQ�OBNRFOB�>�@RPQLJBO�QL�OBDFPQBO

?BCLOB�@LJMIBQFKD�@EB@HLRQ�

d *GDK>9:�6�EGD9J8I�H:6G8=�:C<>C:� 4EB�I>ODBO�>KA�JLOB

@LJMIBU�QEB�MOLAR@Q�PBIB@QFLK��QEB�JLOB�>�MOLAR@Q�PB>O@E

BKDFKB�FP�KBBABA��3ELMMBOP�@>K�PB>O@E�?V�MOLAR@Q�K>JB�

MOLAR@Q�QVMB��MOF@B��MOLAR@Q�>QQOF?RQBP��PR@E�>P�@LILO��PFWB��LO

J> QBOF>I��LO�?O>KA�BFQEBO�>ILKB�LO�FK�@LJ?FK>QFLK�

d .L D�8A>8@H�ID�7JN� 4EB�CBT BO�QEB�KRJ?BO�LC�@IF@HP�QL�?RV��QEB

DOB>QBO�QEB�@E>K@BP�QE>Q�>�PELMMBO�TFII�AL�GRPQ�QE>Q�

d �JHIDB:G�HJEEDGI� /C CBO�@RPQLJBO�PRMMLOQ�QEOLRDELRQ�QEB

?RVFKD�MOL@BPP��->HB�FQ�B>PV�QL�@LJJRKF@>QB�TFQE�>�OB>I

MBOPLK��PMBII�LRQ�QEB�@LJM>KVaP�T>OO>KQV��OBCRKA��>KA�OBQROK

MLIF@FBP��BKPROB�MOFS>@V�>KA�PB@ROFQV��>KA�IBQ�PELMMBOP�HKLT�FC

VLR�MRQ�@LLHFBP�LK�QEBFO�@LJMRQBOP�

d  JA;>AA>C<�DG9:GH�)AB>IIV��PBKA�B>@E�@RPQLJBO�>K�B
J>FI

@LKCFOJFKD�TEBK�QEB�LOABO�FP�@LJMIBQBA��OBJFKA�QEB�PELMMBO

QL�MOFKQ�QEB�LOABO�ABQ>FIP��>KA�MOLSFAB�>�QO>@HFKD�KRJ?BO�TFQE

>�AFOB@Q�IFKH�QL�QEB�@>OOFBOaP�TB?PFQB�PL�QE>Q�QEB�PELMMBO�@>K

CLIILT�QEB�MOLDOBPP�LC�PEFMJBKQ�

- =DEE>C< 86GI 676C9DCB:CI � LO IB>SFKD > TB?PFQB TFQELRQ ?RVFKD

>KV LC QEB FQBJP FK QEB PELMMFKD @>OQ� FP PLJBQEFKD QE>Q >CCB@QP

>IJLPQ BSBOV )KQBOKBQ OBQ>FIBO� FK@IRAFKD PJ>II ?RPFKBPPBP� #>OQ

>?>KALKJBKQ BPQFJ>QBP O>KDB COLJ �� MBO @BKQ QL �� MBO@BKQ���� !K

RKABOPQ>KAFKD LC TEV PELMMBOP >OB >?>KALKFKD QEBFO @>OQP PELRIA

IB>A QL PLJB PBOFLRP QEFKHFKD AROFKD TB?PFQB ABPFDK >KA LMBO>QFLK�

4EB Q>?IB ?BILT DFSBP BU>JMIBP LC TEV PELMMBOP >?>KALK >

���� �$FDFQ>I�7FKALT�3ELMMFKD��4EB�,LKD�*LROKBV�QL�`"RVac

- @!CBB��)K@���>@@BPPBA�$B@BJ?BO���������

T T T �J@>CBBPB@ROB�@LJ �RP�OBPLRO@BP�TEF QBM>MBOP�

AFDFQ>I=TFKALT�=PELMMFKD�GPM�
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MRO@E>PB� "B@>RPB PEFMMFKD FP QEB KRJ?BO LKB OB>PLK TEV PELMMBOP

>?>KALK QEBFO PELMMFKD @>OQP� QEFKH SBOV @>OBCRIIV >?LRQ TE>Q QEB

PEFMMFKD�@E>ODBP�TFII�?B����

1 =N�)CA>C:�-=DEE:GH�� 76C9DC�.=:>G�-=DEE>C<��6GIH

( FDE�PEFMMFKD�@E>ODBP ���

7 >KQBA�QL�@LJM>OFPLK�PELM � ��

, >@H�LC�JLKBV ���

7 >KQBA�QL�ILLH�CLO�>�@LRMLK ���

7 >KQBA�QL�PELM�LCCIFKB ���

#LRIA�KLQ�CFKA�MOBCBOOBA�M>VJBKQ�LMQFLK � ��

)QBJ�T>P�RK>S>FI>?IB�>Q�@EB@HLRQ � ��

#LRIA�KLQ�CFKA�@RPQLJBO�PRMMLOQ ���

#LK@BOKBA�>?LRQ�PB@ROFQV�LC�@OBAFQ�@>OA�A>Q> ��� ���

Key Takeaways

d 5KABOPQ>KA�QE>Q�MI>@B�FP�>?LRQ�DBQQFKD�QEB�MOLAR@Q�LO�QEB

PBOSF@B�QL�QEB�Q>ODBQ�J>OHBQ�TEBOB�@RPQLJBOP�T>KQ�FQ��TEBK

QEBV�T>KQ�FQ��>KA�>Q�>�OB>PLK>?IB�@LPQ�

d !�PJ>II�?RPFKBPP�J>V�@ELLPB�QEB�AFOB@Q��OBQ>FI��TELIBP>IB�

PBOSF@B��LO�EV?OFA�@E>KKBIP�LO�PLJB�@LJ?FK>QFLK�LC�QEBPB

@E>KKBIP�

���� *>K�: FJJBOJ>K��7 B?�->OHBQFKD�CLO�$RJJFBP���KA�BA�

�( L?LHBK��.*��7FIB V������ 	������

���� b$FDFQ>I�7FKALT�3ELMMFKD��4EB�,LKD�*LROKBV�QL�`"RVac
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d )K�DBKBO>I��"�"�AFPQOF?RQFLK�@E>KKBIP�M>O>IIBI�QELPB�LC�"�#

?RPFKBPPBP�

d 4EB�AFOB@Q�@E>KKBI�FKSLISBP�PBIIFKD�QL�QEB�CFK>I�@RPQLJBO�TFQE

KL�FKQBOJBAF>OFBP�FKSLISBA�

d 3BOSF@B�?RPFKBPPBP�RPB�QEB�AFOB@Q�@E>KKBI�LKIV�?B@>RPB

PBOSF@BP�>OB�MBOCLOJBA�>KA�@LKPRJBA�>Q�QEB�P>JB�QFJB�

d 4EB�OBQ>FI�@E>KKBI�FP�@LKPFABOBA�FKAFOB@Q�?B@>RPB�QEB�OBQ>FIBO�FP

>K�FKQBOJBAF>OV�?BQT BBK�QEB�MOLAR@BO�LO�J>KRC>@QROBO�>KA

QEB�CFK>I�@RPQLJBO�

d 4EB�TELIBP>IB�@E>KKBI�FP�>IPL�>K�FKAFOB@Q�@E>KKBI��4EB

TELIBP>IBO�FP�MI>@BA�?BQT BBK�QEB�MOLAR@BO�LO�J>KRC>@QROBO

>KA�QEB�OBQ>FIBO�

d 4EB�JRIQF@E>KKBI�AFPQOF?RQFLK�PVPQBJ��EV?OFA�@E>KKBI	�RPBP

QT L�LO�JLOB�@E>KKBIP�QL�OB>@E�LKB�LO�JLOB�@RPQLJBO

PBDJBKQP�

d ,LD FPQF@P�>OB�>?LRQ�DBQQFKD�J>QBOF>IP��PBJFCFKFPEBA�DLLAP��>KA

CFKFPEBA�DLLAP�QL�@RPQLJBOP�BCCF@FBKQIV�>KA�@LPQ�BCCB@QFSBIV�

4EBV�@>K�?B�E>KAIBA�?V�QEB�MOLAR@BO�LO�QEB�J>KRC>@QROBO�

FKQBOJBAF>OFBP��LO�QEB�@RPQLJBO�

d ,LD FPQF@P�FK@IRAB�AB@FPFLKP�OBI>QBA�QL�T>OBELRPFKD�

QO>KPMLOQ>QFLK��FKSBKQLOV�@LKQOLI��>KA�LOABO�MOL@BPPFKD��4EBPB

AB@FPFLKP�>OB�OBIBS>KQ�QL�?LQE�LKIFKB�>KA�LKDOLRKA�@LJM>KFBP�

d 7 B?PFQBP�MI>V�>K�FJMLOQ>KQ�OLIB�FK�bMI>@FKDc�DLLAP�>KA�PBOSF@BP

FKQL�QEB�E>KAP�LC�@RPQLJBOP�

d )Q�FP�FJMLOQ>KQ�QL�OBAR@B�QEB�KRJ?BO�LC�@RPQLJBOP�TEL

>?>KALK�QEBFO�PELMMFKD�@>OQP��F�B���IB>SB�QEB�TB?PFQB�TFQELRQ

MRO@E>PFKD�QEB�FQBJP�FK�QEBFO�PELMMFKD�@>OQP	�

d 3ELMMFKD�@>OQ�>?>KALKJBKQ�FP�@LJJLK�>JLKD�LKIFKB

OBQ>FIBOP��3ELMMBOP�>?>KALK�QEBFO�@>OQP�CLO�>�S>OFBQV�LC�OB>PLKP�

QEB�JLPQ�FJMLOQ>KQ�LKB�?BFKD�EFDE�PEFMMFKD�@E>ODBP�
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Marketing Strategy and
Promotion

*GDBDI>DC� QEB CLROQE 0 FK QEB J>OHBQFKD JFU� FP KLT JLO B

@LJJLKI V OBCBOOBA QL >PB6G@:I>C< 8DBB JC>86I>DCH� ->O HBQFKD

@LJJRKF@>QFLKP @>K ?B ABCFKBA >P bQEB JB>KP ?V TEF@E CFOJP

>QQBJMQ QL FKCLOJ� MBOPR>AB� >KA OBJFKA @RPQLJBOP_AFOB@QIV LO

FKAFOB@QIV_>?LRQ QEB MOLAR@QP >KA ?O>KAP QEBV PBII� )K > PBKPB�

J>OHBQFKD @LJJRKF@>QFLKP OBMOBPBKQ QEB `SLF@Ba LC QEB @LJM>KV

>KA FQP ?O>KAP >KA >OB > JB>KP ?V TEF@E FQ @>K BPQ>?IFPE > AF>ILDRB

>KA ?RFIA OBI>QFLKPEFMP TFQE @LKPRJBOP�c��� ->O HBQFKD

@LJJRKF@>QFLKP >OB >II >?LRQ DBQQFKD QEB TLOA LRQ >?LRQ >

@LJM>KVaP MOLAR@QP >KA PBOSF@BP ?B@>RPB @RPQLJBOP @>KKLQ ?RV

TE>Q QEBV AL KLQ HKLT >?LRQ� >KA� FK QEB MOL@BPP� @OB>QFKD JLOB LC

> QT L
T >V OBI>QFLKPEFM TFQE @RPQLJBOP QE>K T>P QVMF@>I LC QEB JLOB

QO>AFQFLK>I KLQFLK LC MOLJLQFLK� ! CROQEBO @LK@BMQR>I FQBO>QFLK FP QEB

QBOJ>CI:<G6I:9 B6G @:I>C< 8DBB JC>86I>DCH �#'�� � TEF@E FP bQEB

@LLOAFK>QFLK >KA FKQBDO>QFLK LC >II J>OHBQFKD @LJJRKF@>QFLK QLLIP�

>SBKRBP� >KA PLRO@BP TFQEFK > @LJM>KV FKQL > PB>JIBPP MOLDO>J

ABPFDKBA QL J>UFJFWB QEB @LJJRKF@>QFLK FJM>@Q LK @LKPRJBOP�

?RPFKBPPBP� >KA LQEBO @LKPQFQRBK@FBP LC >K LOD>KFW>QFLK�c��� 3J>II


?RPFKBPP LTKBOP PELRIA ?B C>JFIF>O >KA @LJCLOQ>?IB TFQE >II QEOBB

���� 0EFIFM�+LQIBO�>KA�$>SFA�,>KB�+BIIBO��->O HBQFKD

->K>DBJBK Q��5MMBO�3>AAIB�2FSBO��.*��0 B>OPLK�0OBKQF@B
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���� $ >K>
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QBOJP ?B@>RPB >Q IB>PQ LKB LC QEBJ TFII ?B QEB ?>PFP LC @LKSBOP>QFLKP

TFQE SBKALOP� BJMILVBBP� >KA LQEBO ?RPFKBPPBP� (LT BSBO� COLJ >

PJ>II ?RPFKBPP J>K>DBJBKQ MBOPMB@QFSB� )- # PELRIA ?B QEB DRFAFKD

MEFILPLMEV�CLO�>�@LJM>KV�

0OFLO QL PBIB@QFKD >KA ABPFDKFKD >KV @LJJRKF@>QFLKP� ELT BSBO�

L?GB@QFSBP JRPQ ?B BPQ>?IFPEBA CLO QEB J>OHBQFKD @LJJRKF@>QFLKP

MOLDO>J�

IMC Objectives

%SBOV PJ>II ?RPFKBPP JRPQ AB@FAB TE>Q FQ T>KQP QL >@@LJMIFPE TFQE

FQP )-# MI>K� !IQELRDE J>K V )- # MI>KP J>V ?B LOFBKQBA QLT >OA >

PFKDIB L?GB@QFSB� FQ FP MLPPF?IB CLO > MOLDO>J QL >@@LJMIFPE JLOB

QE>K LKB L?GB@QFSB >Q > QFJB� 4EB MOL?IBJ FP QE>Q QEFP J>V ?B

@LKCRPFKD QL MLQBKQF>I @RPQLJBOP���� )- # L?GB@QFSBP @>K C>II FKQL

PBSBK J>GLO @>QBDLOFBP� FK@OB>PB ABJ>KA� AFCCBOBKQF>QB > MOLAR@Q

�PQOBPPFKD ?BKBCFQP >KA CB>QROBP KLQ >S>FI>?IB COLJ @LJMBQFQLOP	�

MOLSFAB JLOB FKCLOJ>QFLK >?LRQ QEB MOLAR@Q LO QEB PBOSF@B �JLOB

FKCLOJ>QFLK PBBK >P ?BFKD @LOOBI>QBA TFQE DOB>QBO IFHBIFELLA LC

MRO@E>PB	� ?RFIA 7G6C9 :FJ>IN �QEB S>IRB >AABA QL > ?O>KA ?V

@RPQLJBO MBO@BMQFLKP LC NR>IFQV >KA @RPQLJBO >T >OBKBPP LC QEB

?O>KA	� OBAR@B MRO@E>PB OFPH �FJMLOQ>KQ CLO KBT MOLAR@QP >KA

D>FKFKD KBT @RPQLJBOP LC @ROOBKQ MOLAR@QP	� PQFJRI>QB QOF>I �QL ?RFIA

KBT ?O>KAP >KA OBGRSBK>QB PQ>DK>KQ ?O>KAP	��� � >KA ?O>KA

���� $ >K>
.F@LIBQ>�,>P@R�>KA�+BKKBQE�%��#ILT ��%PPBKQF>IP�LC

->O HBQFKD��->PLK��/(��! QLJF@�$LD�0R?IFPEFKD������	�

����

�� �� !A>MQBA�COLJ�$ >K>
.F@LIBQ>�,>P@R�>KA�+BKKBQE�%��#ILT �

%PPBKQF>IP�LC�->OHBQFKD��->PLK��/(��! QLJF@�$LD

0R?IFPEFKD������	�����^���

#E>MQBO���
�->OHBQFKD�3QO>QBDV X���



OB@LDKFQFLK� !P TFQE >II L?GB@QFSBP� )- # L?GB@QFSBP JRPQ JBBQ QEB

3-!24 � PMB@FCF@� JB>PRO>?IB� >@EFBS>?IB� OB>IFPQF@� >KA QFJB
?>PBA	

@OFQBOF>�

Marketing Communications Mix

4EB B6G@:I>C< 8DBB JC>86I>DCH B>MCLO > PJ>II ?RPFKBPP� BFQEBO

MROB
MI>V LO ?OF@H
>KA
@IF@H� TFII @LKPFPQ LC PLJB @LJ?FK>QFLK LC

QEB CLIILTFKD J>GLO JLABP LC @LJJRKF@>QFLK� >ASBOQFPFKD� P>IBP

MOLJLQFLK� BSBKQP >KA BUMBOFBK@BP� MR?IF@ OBI>QFLKP �02	 >KA

MR?IF@FQV� AFOB@Q J>OHBQFKD� FKQBO>@QFSB J>OHBQFKD� TLOA
L C
JLRQE

@LJJRKF@>QFLK� >KA MBOPLK>I PBIIFKD���� %>@E JLAB LC

@LJJRKF@>QFLK E>P FQP LTK >AS>KQ>DBP >KA AFP>AS>KQ>DBP� TEF@E

PELRIA >II ?B @LKPFABOBA @>OBCRIIV ?BCLOB >KV CFK>I PBIB@QFLKP PELRIA

?B�J>AB�

.=:�' 6G@:I>C<��DBB JC>86I>DCH�' >M

���� 0EFIFM�+LQIBO�>KA�$>SFA�,>KB�+BIIBO��->O HBQFKD

->K>DBJBK Q��5MMBO�3>AAIB�2FSBO��.*��0 B>OPLK�0OBKQF@B

( >II������ 	����� �

��� X#E>MQBO���
�->OHBQFKD�3QO>QBDV



3LRO@B�IFPQBA�FK�QEB�CLLQKLQBP���

Advertising

� 9K:GI>H>C<FP b>KV M>FA CLOJ LC KLKMBOPLK>I MOBPBKQ>QFLK >KA

���� 0EFIFM�+LQIBO�>KA�$>SFA�,>KB�+BIIBO��->O HBQFKD

->K>DBJBK Q��5MMBO�3>AAIB�2FSBO��.*��0 B>OPLK�0OBKQF@B

( >II������ 	������

#E>MQBO���
�->OHBQFKD�3QO>QBDV X�� �



MOLJLQFLK LC FAB>P� DLLAP� LO PBOSF@BP ?V >K FABKQFCFBA PMLKPLO�c���

!A SBOQFPFKD FP >OLRKA RP >II QEB QFJB_CLO BU>JMIB� >AP >OB LK

QBIBSFPFLK >KA O>AFL� FK KBTPM>MBOP >KA J>D>WFKBP� FK QO>FK PQ>QFLKP

>KA LK QO>FKP� LK QEB PFABP >KA FKPFAB LC ?RPBP� FK MR?IF@ OBPQOLLJP�

FK Q>UFP� LK TB?PFQBP� >KA LK ?FII?L>OAP� !AP @>K >IPL ?B CLRKA FK

LQEBO MI>@BP� >KA QEB IL@>QFLKP >OB IFJFQBA LKIV ?V QEB @OB>QFSFQV LC

QEB�@LJM>KV�MI>@FKD�QEB�>AP�

3J>II ?RPFKBPPBP JRPQ @ELLPB69K:GI>H>C< B:9>6 �B�D�� O>AFL�

QBIBSFPFLK� KBTPM>MBOP� ?FII?L>OAP� QEB )KQBOKBQ� >KA J>D>WFKBP	

?>PBA LK QEBFO MOLAR@Q� Q>ODBQ >RAFBK@B� >KA ?RADBQ� ! IL@>I QO>SBI

>DBK@V PBIIFKD PMOFKD DBQ>T >VP QL @LIIBDB PQRABKQP� CLO BU>JMIB�

JFDEQ MLPQ CIVBOP LK @>JMRP ?RIIBQFK ?L>OAP� ORK >AP FK QEB @>JMRP

KBTPM>MBO �CLO QEB PQRABKQP	 >KA IL@>I KBTPM>MBOP �CLO QEB M>OBKQP	�

>KA ORK >AP LK QEB @LIIBDB O>AFL PQ>QFLK� %U>JMIBP LC QOFBA >KA QORB

>ASBOQFPFKD JBAF> CLO PJ>II ?RPFKBPPBP FK@IRAB QEB VBIILT M>DBP�

KBTPM>MBO >KA J>D>WFKB >ASBOQFPFKD� AFOB@Q J>FI� ?RPFKBPP @>OAP�

SBEF@IB >ASBOQFPFKD� O>AFL >KA @>?IB QBIBSFPFLK >ASBOQFPFKD� ?BK@E�

?RP PQLM >ASBOQFPFKD� IL@>I TB?PFQB >ASBOQFPFKD� B
J>FI >ASBOQFPFKD�

B"> V IFPQFKDP� @LJJRKF QV FKSLISBJBKQ� >KA @OLPP
MOLJLQFLK

�GLFKFKD CLO@BP TFQE LQEBO ?RPFKBPPBP	� 3RP>K 7>OA� b�� !A SBOQFPFKD

)AB>P CLO 3J>II " RPFKBPPBP�c ��� %SBK >ASBOQFPFKD FK QEB ?FD IB>DRBP FP

���� 0EFIFM�+LQIBO�>KA�$>SFA�,>KB�+BIIBO��->O HBQFKD

->K>DBJBK Q��5MMBO�3>AAIB�2FSBO��.*��0 B>OPLK�0OBKQF@B

( >II������ 	������

���� !?LRQ�@LJ��>@@BPPBA�$B@BJ?BO���������

P?FKCL@>K>A>�>?LRQ�@LJ �LA �>A SBOQFPFKD�>�

��>AFAB>P�EQJ��, >KBB�" IRKQ��b3J>II�" RPFKBPP�!ASBOQFPFKD�

,L T�#LPQ�&IVBOP�c�!ASBOQFPFKD� �3RFQB������&B?OR>OV����

������>@ @BPPBA�$B@BJ?BO����������I>KB B


?IRKQ�PRFQB����@LJ �PJ>II
?RPFKBPP�
>ASBOQFPFKD
ILT 


@LPQ
CIVBOP
>�������

��� X#E>MQBO���
�->OHBQFKD�3QO>QBDV



KLQ LRQ LC QEB NRBPQFLK CLO > PJ>II ?RPFKBPP�3>IBPDBKFB�@LJ AB@FABA

QL >ASBOQFPB AROFKD 3RMBO "LT I 8,)) FK &B?OR>OV ����� @ELLPFKD QL

OFPH J>GLO @>MFQ>I QL @LKKB@Q TFQE QEB ERDB 3RMBO "LT I @RPQLJBO

?>PB����

!A SBOQFPFKD LK QEB )KQBOKBQ FP >IPL > @LKPFABO>QFLK CLO QEB

J>OHBQFKD @LJJRKF@>QFLKP JFU LC >KV ?RPFKBPP TFQE > TB?

MOBPBK@B� !@@LOAFKD QL ,LOOFB 4ELJ>P� >RQELO LC Online

Marketing ���� LKIFKB >ASBOQFPFKD b@>K OL@HBQ VLRO TB? J>OHBQFKD

FKQL QEB PQO>QLPMEBOBc FC FQ FP ALKB @LOOB@QIV� )C KLQ ALKB @LOOB@QIV�

ELT BSBO� FQ TFII b?I>PQ > DF>KQ @O>QBO FK VLRO ?RADBQ�c /KIFKB

>ASBOQFPFKD FK@IRABP QEB CLIILTFKD BKQFQFBP�76CC:G 69H�FJ>DB >AP

QE>Q O>KDB FK PFWB >KA QB@EKF@>I @>M>?FIFQV	� :
B6>A 69K:GI>H>C<�>AP

FK KBTPIBQQBOP� >K >A FK >KLQEBO @LJM>KVaP B
J>FI� B
J>FIFKD > IFPQ

TFQE > ABAF@>QBA JBPP>DB� LO > @LJM>KV >ASBOQFPFKD QL FQP LTK

@RPQLJBOP TFQE FQP LTK B
J>FI IFPQ	� C:LH H>I: 69 K:GI>H>C<�MI>@FKD

>AP LK KBTP� LMFKFLK� BKQBOQ>FKJBKQ� >KA LQEBO PFQBP QE>Q QEB

>RAFBK@B COBNRBKQP	� 7AD< 69K:GI>H>C<�?RVFKD >AP AFOB@QIV LK

MLMRI>O ?ILDP	� HD8>6A B:9>6 69K:GI>H>C<�>ASBOQFPFKD LK PFQBP PR@E

>P 4TFQQBO� &>@B?LLH� >KA ,FKHBA)K	� >KA6;;>A>6I: B6G @:I>C<

�@LJM>KV ! MI>@BP >K >A CLO FQP MOLAR@Q LK QEB PFQB LC @LJM>KV "�

@LJM>KV ! QEBK M>VP @LJM>KV " >K >DOBBA
LK CBB TEBK > @RPQLJBO

@IF@HP LK QEB >A >KA ?RVP PLJBQEFKD�	�� � !KLQEBO MLPPF?FIFQV FP

'LLD IB !A7 LOAP� ! PJ>II ?RPFKBPP @>K MOLJLQB FQPBIC >ILKDPFAB

���� 4EB�3QOBBQ��b3J>II�3ELMP�!FJ�CLO�3RMBO�"LT I�%ADB�c�-3.

- LKBV��&B?OR>OV����������>@ @BPPBA�$B@BJ?BO���������

JLKB V�JPK�@LJ �EL T 
QL
FKSBPQ�PJ>II
PELMP
>FJ
C LO
>


PRMBO
BADB
QEBPQOBBQ�>PMU�

���� ,LOOFB�4ELJ>P��/KIFKB�->OHBQFKD��.BT�9 LOH��- @'O >T 


( FII������	����� �

�� �� ,LOOFB�4ELJ>P��/KIFKB�->OHBQFKD��.BT�9 LOH��- @'O >T 


( FII������	�����^���
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OBIBS>KQ 'LLDIB PB>O@E OBPRIQP >KA LK 'LLDIBaP >ASBOQFPFKD KBQT LOH�

4EFP >IILTP > ?RPFKBPP QL OB>@E MBLMIB TEL >OB >IOB>AV ILLHFKD

LKIFKB CLO FKCLOJ>QFLK >?LRQ QEB MOLAR@QP >KA PBOSF@BP QE>Q >

?RPFKBPP�LCCBOP����

!A SBOQFPFKD LCCBOP PBSBO>I >AS>KQ>DBP QL QEB PJ>II ?RPFKBPP� &LO

BU>JMIB� >ASBOQFPFKD FP >?IB QL OB>@E > AFSBOPB >KA DBLDO>MEF@>IIV

AFPMBOPBA >RAFBK@B� FQ >IILTP QEB PBIIBO QL OBMB>Q > JBPP>DB J>KV

QFJBP� >KA FQ MOLSFABP QEB LMMLOQRKFQV CLO AO>J> QFWFKD QEB @LJM>KV

>KA FQP MOLAR@QP QEOLRDE QEB >OQCRI RPB LC MOFKQ� @LILO� >KA PLRKA�

( LT BSBO� QEB >RAFBK@B ALBP KLQ CBBI L?IFD>QBA QL M>V >QQBKQFLK

LO OBPMLKA QL >K >A���� 7 EBQEBO QEB >AS>KQ>DBP LC >ASBOQFPFKD

LRQT BFDE QEB @LPQP >KA AFP>AS>KQ>DBP FP PLJBQEFKD QE>Q JRPQ ?B

AB@FABA�?V�B>@E�PJ>II�?RPFKBPP�

Sales Promotion

'FSBK QEB BUMBKPB LC >ASBOQFPFKD >KA QEB C>@Q QE>Q @LKPRJBOP >OB

BUMLPBA QL PL J>KV >ASBOQFPFKD JBPP>DBP BSBOV A>V� J>K V

@LJM>KFBP @LOOB@QIV ?BIFBSB QE>Q >ASBOQFPFKD >ILKB FP KLQ BKLRDE QL

���� b'LLD IB�!A 7 LOAP��!ASBOQFPB�9LRO�"RPFKBPP�LK�'LLDIB�c

>@@BPPBA�*>KR>OV�� ���������>@ @LRKQP�DLLDIB�@LJ �

3BOSF@B,LD FK�PBOSF@B�>AT LOAP� EI�BK� IQJMI�OBDFLK>I@

�M>PPFSB�QORB�FCO�C>IPB�>ITC�QORB�@LKQFKRB�EQQMP��� >A

T LOAP�DLLDIB�@LJ �RJ �

D>F>>RQE�>MQ��$ . LKB���IQJMI��$O BDFLK>I@�P>@R���P

>OM���PLRO@BFA�>T L��PR?FA�RP
BK
BQ
?FWPLI�

���� 0EFIFM�+LQIBO�>KA�$>SFA�,>KB�+BIIBO��->O HBQFKD

->K>DBJBK Q��5MMBO�3>AAIB�2FSBO��.*��0 B>OPLK�0OBKQF@B

( >II������ 	����� �

��� X#E>MQBO���
�->OHBQFKD�3QO>QBDV



DBQ MBLMIB QL QOV > MOLAR@Q > MOLAR@Q LO > PBOSF@B� %KQBO ILT BO
@LPQ

P>IBP MOLJLQFLK QB@EKFNRBP�-6A:H EGDBDI>DCOBCBOP QL QEB S>OFBQV

LC PELOQ
QBOJ FK@BKQFSBP QL BK@LRO>DB QOF>I LO MRO@E>PB LC > MOLAR@Q

LO > PBOSF@B� %U>JMIBP LC @LJJLKI V RPBA P>IBP MOLJLQFLKP FK@IRAB

@LKQBPQP� PTBBMPQ>HBP� @LRMLKP� MOBJFRJP >KA DFCQP� MOLAR@Q

P>JMIBP� OB?>QBP� ILT 
FKQBOBPQ CFK>K@FKD� MOF@B AFP@LRKQFKD� MLFKQ


LC
P>IB AFPMI>VP� >KA COBNRBKQ RPBO LO ILV>IQV MOLDO>JP� ��� 4EBPB

MOLJLQFLKP @>K ?B RPBA ?V >KA LCCBO PBSBO>I >AS>KQ>DBP QL PJ>II

?RPFKBPPBP����

d � IIG68I>C<�C:L�8JHIDB:G H�L>I=�EG>8:�!�OBAR@BA�MOF@B�@LRIA

IROB�@RPQLJBOP�>T >V�COLJ�QEB�@LJMBQFQFLK��&LO�BU>JMIB��>

PJ>II�BIB@QOLKF@P�PQLOB�QE>Q�FP�@LJMBQFKD�TFQE�>�I>ODB�OBQ>FIBO

@LRIA�LCCBO�>�AFP@LRKQBA�MOF@B�LK�>�MLMRI>O�@BII�MELKB�CLO�>

IFJFQBA�QFJB�

d !6>C�8DBB JC>IN�;6KDG� " V�LCCBOFKD�>�MOLJLQFLK�QE>Q�EBIMP�>

T LOQEV�@>RPB��VLR�@>K�@OB>QB�>�DLLA�K>JB�CLO�QEB�?RPFKBPP�

$LK>QB�>�MLOQFLK�LC�P>IBP�QL�QEB�IL@>I�CLLA�?>KH��?RV�@ILQEFKD

CLO�QEB�ELJBIBPP��LO�ALK>QB�QL�QEB�IL@>I�>KFJ>I�PEBIQBO�QL�EBIM

M>V�SBQBOFK>OF>K�?FIIP�

d � C8DJG6<:�G:E:6 I�EJG8=6H:H�2BT >OAP�>KA�ILV>IQV�MOLDO>JP

@>K�?B�SBOV�PR@@BPPCRI�CLO�PJ>II�?RPFKBPPBP��#LCCBB�@IR?P�>OB

���� 0EFIFM�+LQIBO�>KA�$>SFA�,>KB�+BIIBO��->O HBQFKD

->K>DBJBK Q��5MMBO�3>AAIB�2FSBO��.*��0 B>OPLK�0OBKQF@B

( >II������ 	�������b3>IBP�0OLJLQFLK�3QO>QBDV�c�3J>II

" RPFKBPP�"F?IB��>@@BPPBA�$B@BJ?BO���������

T T T �PJ>II ?RPFKBPP?F?IB�LOD�

P>IBPMOLJLQFLKPQO>QBDV�EQJI�

���� #EOFP�*LPBME��b3>IBP�0OLJLQFLK�!AS>KQ>DBP�c�#EOLK�@LJ�

>@@BPPBA�$B@BJ?BO����������PJ>II ?RPFKBPP�@EOLK�@LJ �

P>IBP
MOLJLQFLK
>AS>KQ>DBP
���� �EQJI�

#E>MQBO���
�->OHBQFKD�3QO>QBDV X���



MLMRI>O��?RV�PL�J>KV�@LCCBBP�>Q�QEB�OBDRI>O�MOF@B�>KA�VLR�DBQ

LKB�@RM�COBB	��?RQ�QEFP�>MMOL>@E�@>K�TLOH�CLO�P>KATF@EBP�>Q�>

ABIF��?>DP�LC�?FOA�CLLA�LO�ALD�CLLA�>Q�QEB�IL@>I�MBQ�PQLOB��PELB

OBM>FOP�>Q�QEB�IL@>I�@L??IBO��AOV�@IB>KFKD�PBOSF@BP��>KA�SFOQR>IIV

>KV�LQEBO�HFKA�LC�?RPFKBPP�

d � CI>8:�G:AJ8I6CI�8JHIDB:G H�'FSFKD�>T >V�>�COBB�MOLAR@Q�LO

PBOSF@B�FP�RPR>IIV�>�DLLA�T>V�QL�DBQ�MBLMIB�QL�QOV�>�MOLAR@Q�LO�>

PBOSF@B�CLO�QEB�CFOPQ�QFJB��QEB�ELMB�?BFKD�QE>Q�FQ�TFII�IB>A�QL�>

MRO@E>PB��(LT BSBO��QEB�MOLAR@Q�LO�QEB�PBOSF@B�E>P�QL�?B�DLLA

BKLRDE�QL�PQ>KA�LK�FQP�LTK�PL�QE>Q�TEBK�QEB�bCOBBc�RKFQ�FP

DLKB��QEB�MBOPLK�TFII�@LJB�?>@H�QL�?RV�

d *GDK>9>C<�>C;DGB6I>DC�)Q�@>K�?B�SBOV�BCCB@QFSB�FC�VLR�ORK�>

MOLJLQFLK�QE>Q�EBIMP�MOLSFAB�FKCLOJ>QFLK�QL�MLQBKQF>I

@RPQLJBOP�QL�EBIM�QEBJ�J>HB�>�AB@FPFLK��4EFP�TLOHP�BPMB@F>IIV

T BII�CLO�MOLAR@QP�LO�PBOSF@BP�QE>Q�>OB�@LJMIF@>QBA�LO�RKC>JFIF>O

QL�@RPQLJBOP��CLO�BU>JMIB��PLCQT >OB�LO�MOLAR@Q�RP>DB

�M>OQF@RI>OIV�CLO�?RPFKBPP
QL
?RPFKBPP�;"�"<�@RPQLJBOP	�

CFK>K@F>I�PBOSF@BP��FKSBPQJBKQ�PBOSF@BP��LO�BPQ>QB�MI>KKFKD��&OBB

LKDOLRKA�PBJFK>OP�LOL :7>C6GH�DG�L:786HIH �PBJFK>OP�LO

MOBPBKQ>QFLKP�QE>Q�>OB�ABIFSBOBA�LKIFKB�>KA�QE>Q�>OB�QVMF@>IIV

>K�ELRO�FK�IBKDQE	�@>K�?B�SBOV�BCCB@QFSB�>Q�D>FKFKD�KBT

@RPQLJBOP�LO�@IFBKQP�

3>IBP MOLJLQFLKP @>K ?B ABIFSBOBA QL QEB @RPQLJBO FK > S>OFBQV

LC T>VP� PR@E >P PK>FI J>FI �53 0LPQ>I 3BOSF@B	� FK MBOPLK� FK IL@>I

KBT KBTPM>MBOP >KA OBDFLK>I BAFQFLKP LC K>QFLK>I J>D>WFKBP� LK

QBIBSFPFLK >KA O>AFL� FK B
J>FI� LK TB?PFQBP� >KA FK BIB@QOLKF@

@LRMLKP QE>Q >OB PBKQ QL > @RPQLJBOaP JL?FIB ABSF@B� 'O LRMLK�

TEF@E FP ABP@OF?BA >P QEB ELQQBPQ QEFKD FK OBQ>FI J>OHBQFKD OFDEQ

KLT � LCCBOP @RPQLJBOP @LRMLKP >Q IL@>I ?RPFKBPPBP� BSBOVQEFKD COLJ

OBPQ>RO>KQP�QL�PM>P�QL�M>FKQFKD�IBPPLKP�QL�PIBFDE�OFABP�

�� � X#E>MQBO���
�->OHBQFKD�3QO>QBDV



Events and Experiences

%SBKQP >KA BUMBOFBK@BP >OB b@LJM>KV
PMLKPLOBA >@QFSFQFBP >KA

MOLDO>JP ABPFDKBA QL @OB>QB A>FIV LO PMB@F>I ?O>KA FKQBO>@QFLKP�c���

! PJ>II ?RPFKBPP @LRIA @ELLPB QL PMLKPLO > (>IILT BBK @LPQRJB

BSBKQ CLO MBQP��� LO >K BKQBOQ>FKJBKQ BSBKQ� PR@E >P > ?>QQIB LC QEB

?>KAP� QL O>FPB JLKBV CLO IL@>I P@ELI>OPEFMP� 0>OQF@FM>QFLK FK > IL@>I

?RPFKBPP C>FO @LRIA MOLSFAB BUMLPROB CLO > MOLAR@Q LO > PBOSF@B >KA

QEB LMMLOQRKFQV QL BUMBOFBK@B QEB MOLAR@Q FC QE>Q FP MLPPF?IB� ! IL@>I

OBPQ>RO>KQ @LRIA M>OQF@FM>QB FK > @EFIF @LJMBQFQFLK� &>@QLOV QLROP

>KA @LJM>KV JRPBRJP� ?LQE LC TEF@E @>K >IPL ?B SFOQR>I� @>K LCCBO

DOB>Q�BUMBOFBK@BP�CLO�@RPQLJBOP�

4EBOB >OB PBSBO>I >AS>KQ>DBP QL BSBKQP >KA BUMBOFBK@BP���� ��	

! T BII
@ELPBK BSBKQ LO BUMBOFBK@B @>K ?B SBOV BCCB@QFSB ?B@>RPB

QEB @LKPRJBO DBQP MBOPLK>IIV FKSLISBA� ��	 %UMBOFBK@BP >OB JLOB

>@QFSBIV FKSLISFKD CLO @LKPRJBOP ?B@>RPB QEBV >OB OB>I QFJB� �� 	

%SBKQP >OB KLQ E>OA PBII� >KA JLPQ @LKPRJBOP TFII >MMOB@F>QB QEB

PLCQBO�PBII�PFQR>QFLK�

%SBKQP >KA BUMBOFBK@BP >IPL Q>M FKQL QEB FJMLOQ>K@B LC QEB

@RPQLJBO BUMBOFBK@B� AFP@RPPBA FK#E>MQBO � b->OHBQFKD ">PF@Pc�

���� 0EFIFM�+LQIBO�>KA�$>SFA�,>KB�+BIIBO��->O HBQFKD

->K>DBJBK Q��5MMBO�3>AAIB�2FSBO��.*��0 B>OPLK�0OBKQF@B

( >II������ 	������

���� *BOOV�2L?BOQPLK��b3B@OBQP�QL�,LT�#LPQ�02�CLO�3J>II
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4LA>V� @RPQLJBOP bT>KQ MOLAR@QP� @LJJRKF@>QFLKP� >KA J>OHBQFKD

@>JM>FDKP QL ABIFSBO BUMBOFBK@BP� 4EB ABDOBB QL TEF@E > @LJM>KV

FP >?IB QL ABIFSBO > ABPFO>?IB @RPQLJBO BUMBOFBK@B_>KA QL RPB

FKCLOJ>QFLK QB@EKLILDV� ?O>KAP� >KA FKQBDO>QBA @LJJRKF@>QFLKP

>KA BKQBOQ>FKJBKQ QL AL PL_TFII I>ODBIV ABQBOJFKB FQP PR@@BPP�c���

" V E>SFKD PMB@F>I BSBKQP� > PJ>II ?RPFKBPP TFII PQ>KA LRQ COLJ QEB

OBPQ���� >KA�QEBV�TFII�@OB>QB�ABPFO>?IB�MR?IF@FQV�CLO�QEB�@LJM>KV�

Public Relations and Publicity

*J7A>8 G:A6I>DCH �*, � >KAEJ7A>8>IN >OB ABPFDKBA QL MOLJLQB >

@LJM>KVaP FJ>DB LO FQP FKAFSFAR>I MOLAR@QP���� ! PJ>II ?RPFKBPP @>K

>IPL RPB 02 QL @I>OFCV FKCLOJ>QFLK FK OBPMLKPB QL KBD>QFSB MR?IF@FQV�

�0R?IF@FQV RPR>IIV ?BFKD b>K LRQ@LJB L C 02 QE>Q FP MOLAR@BA ?V QEB

KBTP JB AF> >KA FP KLQ M>FA CLO LO PMLKPLOBA ?V QEB ?RPFKBPP

FKSLISBA�c	��� 4O>AFQFLK>I 02 QLLIP FK@IRAB MOBPP OBIB>PBP >KA MOBPP

HFQP QE>Q >OB PBKQ QL QEB JBAF> QL DBKBO>QB MLPFQFSB MOBPP LK ?BE>IC

���� "BOKA�(��3@EJFQQ��%UMBOFBKQF>I�->OHBQFKD��.BT�9 LOH��4EB

&OBB�0OBPP������ 	������� ��

���� *BOOV�2L?BOQPLK��b3B@OBQP�QL�,LT�#LPQ�02�CLO�3J>II

" RPFKBPPBP�c�9>ELL��6LF@BP��&B?OR>OV�������� � ��>@@BPPBA

$B@BJ?BO����������S LF@BP�V>ELL�@LJ �PB@OBQP
ILT 
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LC QEB ?RPFKBPP� ! MOBPP HFQ� QEB JLPQ TFABIV RPBA 02 QLLI� MRIIP

QLDBQEBO @LJM>KV >KA MOLAR@Q FKCLOJ>QFLK QL J>HB > DLLA� PLIFA

CFOPQ FJMOBPPFLK���� �"B PROB QL MOFKQ QEB @LJM>KVaP TB?PFQB >AAOBPP

LK BSBOVQEFKD�	 ! MOBPP HFQ @>K ?B M>OQF@RI>OIV RPBCRI CLO PJ>II

?RPFKBPPBP� >IQELRDE QEB PJ>IIBPQ LC ?RPFKBPPBP J>V KLQ PBB QEB

KBBA� /QEBO @LJJLK MI> QCLOJP FK@IRAB PMBB@EBP� PBJFK>OP �LKIFKB

>KA LCCIFKB	� ?OL@EROBP� KBTPIBQQBOP� >KKR>I OBMLOQP� @E>OFQ>?IB

ALK>QFLKP� @LJJRKF QV OBI>QFLKP� >KA @LJM>KV J>D>WFKBP����

)K@OB>PFKDIV� @LJM>KFBP >OB RPFKD QEB )KQBOKBQ� FKQBO>@QFSB PL@F>I

JB AF>� PR@E >P ?ILDP� 4TFQQBO� >KA &>@B?LLH� ELJB
M>DB

>KKLRK@BJBKQP CLO PMB@FCF@ L@@>PFLKP �B�D�� JBPP>DBP LC PVJM>QEV

CLO�QEB�SF@QFJP�LC�>�AFP>PQBO	��>KA�B
J>FI�

3L@F>I JBAF> PBOSF@BP PR@E >P'LLD IB !IBOQP@>K ?B SBOV EBIMCRI

CLO J>K>DFKD > @LJM>KVaP OBMRQ>QFLK�, :EJ I6I>DC B6C6<:B:C I bFP

QEB MOL@BPP LC QO>@HFKD LQEBOaP LMFKFLKP >KA @LJJBK QP >?LRQ >

@LJM>KVaP >@QFLKP >KA MOLAR@QP� >KA OB>@QFKD QL QELPB LMFKFLKP >KA

@LJJBK QP QL MOLQB@Q >KA BKE>K@B QEB @LJM>KVaP OBMRQ>QFLK�c���

"LQE PBOSF@BP KLQFCV QEB ?RPFKBPP TEBK QEB @LJM>KV K>JB FP

JBK QFLKBA� !AAOBPPFKD BUQOBJBIV KBD>QFSB @LJJBK QP FJJBAF>QBIV

FP�SBOV�FJMLOQ>KQ�CLO�>KV�PJ>II�?RPFKBPP�TFQE�>�TB?�MOBPBK@B�

- LPQ PJ>II ?RPFKBPPBP >OB KLQ IFHBIV QL E>SB 02 ABM>OQJBKQP�

���� b$BSBILMFKD�>�0OBPP�+FQ�CLO�9LRO�3J>II�" RPFKBPP�c

!II " RPFKBPP��>@@BPPBA�$B@BJ?BO���������

T T T �>II?RPFKBPP�@LJ �MOFKQ����
 � 
 ��B BN�EQJI�

���� 0EFIFM�+LQIBO�>KA�$>SFA�,>KB�+BIIBO��->O HBQFKD

->K>DBJBK Q��5MMBO�3>AAIB�2FSBO��.*��0 B>OPLK�0OBKQF@B
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)KPQB>A� QEBOB TFII ?B LKB MBOPLK TELPB GL? FK@IRABP_>JLKD J>KV

LQEBO QEFKDP_02 >KA MR?IF@FQV� 4EB HBV FP CLO 02 >KA J>OHBQFKD

QL TLOH @ILPBIV QLDBQEBO PL QE>Q bBSBOV MFB@B LC @LJJRKF@>QFLK

MOLAR@BA�?V�QEB�@LJM>KV�PMB>HP�TFQE�LKB�SLF@B�c�� �

'B QQFKD MR?IF@FQV CLO > PJ>II ?RPFKBPP FP RPR>IIV COBB� 3QLOFBP >?LRQ

BSBKQP >KA BUMBOFBK@BP JFDEQ ?B LC FKQBOBPQ QL QEB JBAF>� /KB

DOB>Q FAB> FP QL E>SB > DOLRM LC MBLMIB LRQPFAB QEB ?RPFKBPP TFQE

MLPFQFSB MF@HBQFKD� ELIAFKD PFDKP PR@E >P b,LT MOF@BPc LO b"BT >OB

LC COFBKAIV BJMILVBBP�c 4EFP T>P >@QR>IIV ALKB ?V > PJ>II ?RPFKBPP�

>KA FQ OBPRIQBA FK QEB ?RPFKBPP ?BFKD LK QEB COLKQ M>DB LC QEB IL@>I

M>MBO����

02 >KA MR?IF@FQV QBKA QL ?B RKABORPBA ?V >II ?RPFKBPPBP� (LT BSBO�

02 >KA MR?IF@FQV PELRIA ?B M>OQF@RI>OIV >MMB>IFKD QL QEB PJ>II

?RPFKBPP�?B@>RPB�LC�QEB�CLIILTFKD�QEOBB�AFPQFK@Q�NR>IFQFBP����

d " ><=�8G:9>7>A>IN� . BTP�PQLOFBP�>KA�CB>QROBP�>OB�JLOB�>RQEBKQF@

>KA�@OBAF?IB�QL�OB>ABOP�

d � 7>A>IN�ID�86I8=�7J N:GH�D;;�<J6G9� 02�@>K�OB>@E�MOLPMB@QP�TEL

MOBCBO�QL�>SLFA�P>IBPMBLMIB�>KA�>ASBOQFPBJBKQP�

d � G6B6 I>O6I>DC�02�E>P�QEB�MLQBKQF>I�CLO�AO>J> QFWFKD�>

@LJM>KV�LO�>�MOLAR@Q�

�� �� $ >K>
.F@LIBQ>�,>P@R�>KA�+BKKBQE�%��#ILT ��%PPBKQF>IP�LC

->O HBQFKD��->PLK��/(��! QLJF@�$LD�0R?IFPEFKD������	�
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Direct Marketing

� >G:8I B6G @:I>C< FP QEB bMOLJLQFLK LC > MOLAR@Q COLJ QEB MOLAR@BO

AFOB@QIV QL QEB @LKPRJBO LO ?RPFKBPP RPBO TFQELRQ QEB RPB LC >KV

QVMB LC @E>KKBI JBJ?BOP�c��� #LJJLK AFO B@Q J>OHBQFKD MI>QCLOJP

FK@IRAB @>Q>ILDP� AFOB@Q J>FIFKD� QBIBJ>OHBQFKD� QBIBSFPFLK PELMMFKD�

BIB@QOLKF@ PELMMFKD� C>U J>FI� SLF@B J>FI� ?ILDP� TB?PFQBP���� B
J>FI�

AFOB@Q OBPMLKPB O>AFL� QBIBSFPFLK� >KA )KQBOKBQ���� PL@F>I JBAF>� PR@E

>P &>@B?LLH >KA 4TFQQBO� >KA JL?FIB ABSF@BP� "B@>RPB @E>KKBI

JBJ?BOP >OB ?VM>PPBA� AFOB@Q J>OHBQFKD KLOJ>IIV >IILTP CLO DOB>QBO

MOLCFQ>?FIFQV� MBOE>MP JLOB FJMLOQ>KQIV� ELT BSBO� FQ @>K ABSBILM

PQOLKDBO�?O>KA�ILV>IQV�TFQE�@RPQLJBOP����

$FOB@Q J>OHBQFKD FP >?LRQ RPFKD FKCLOJ>QFLK QL BAR@>QB� BPQ>?IFPE

QORPQ� >KA ?RFIA > @LJM>KV �LO PLJBLKB FK FQ	 >P >K >RQELOFQV� 4EFP

@>K ?B >@@LJMIFPEBA FK JRIQFMIB T>VP� PR@E >P TB?PFQB @LMV� >

LKB
QFJB MFB@B LC AFOB@Q J>FI� > PBOFBP LC >OQF@IBP QE>Q ?RFIA LK

���� %OF@>�$B7 LIC��b3L@F>I�-BAF>�4LLIP�3ELRIA�"B�5PBA�CLO

02�c�B->O HBQFKD���.BT�- BAF>��->V�������� ��>@@BPPBA

$B@BJ?BO����������BOF@>ABT LIC�T LOAMOBPP�@LJ ����� �
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LKB >KLQEBO���� > TB?@>PQ LO TB?FK>O� LO > ?ILD� 4EBOB FP KL LKB

JLOB NR>IFCFBA QL BAR@>QB QEB J>OHBQ >?LRQ > KBBA QE>K > PJ>II

?RPFKBPP LTKBO� b4EBVaOB QEB LKBP TEL TFII HKLT QEBFO >RAFBK@B >KA

TE>Q QEBVaII CFKA RKFNRB� FOOBPFPQF?IB >KA @LJMBIIFKD� 4EBVaOB QEB ?BPQ

MBLMIB QL @O>CQ QEB JBPP>DB� %SBOVQEFKD BIPB FK QEB LOD>KFW>QFLK @>K

?B LRQPLRO@BA� ?RQ QEB HKLT IBADB QE>Q > PJ>II ?RPFKBPP LTKBO E>P

>?LRQ�QEB�MBLMIB�QEBV�PBOSB��QE>Q�@>KaQ�?B�OBMIF@>QBA�c�� �

$FOB@Q J>OHBQFKD LCCBOP PBSBO>I >AS>KQ>DBP QL ?LQE QEB ?RPFKBPP


QL
@LKPRJBO��"�#	�>KA�"�"�PJ>II�?RPFKBPPBP����

d  A:M>7A:�I6G<:I>C<��!�?RPFKBPP�@>K�FABKQFCV��FPLI>QB��>KA�bQ>IHc

TFQE�TBII
ABCFKBA�Q>ODBQ�J>OHBQP��4EFP�@>K�QO>KPI>QB�FKQL�>

EFDEBO�@LKSBOPFLK�>KA�PR@@BPP�O>QB�QE>K�FC�VLR�QOFBA�QL

@LJJRKF@>QB�TFQE�BSBOVLKB�FK�QEB�J>PP�J>OHBQ�

d �JHIDB>O:9�B:HH6< :H��#>K�?B�MOBM>OBA�QL�>MMB>I�QL�QEB

>AAOBPPBA�FKAFSFAR>I�

���� ,FP>�">OLKB��b7 B?@>PQ��$FOB@Q�->OHBQFKD�CLO�3J>II

" RPFKBPPBP�c�/RQPMLHBK�- BAF>��!MOFI��������� ��>@@BPPBA

$B@BJ?BO����������LRQPMLHBKJBAF>�@LJ �LKIFKB


J>OHBQFKD�TB?@>PQ
AFOB@Q
J>OHBQFKD
CLO
PJ>II


?RPFKBPPBP�

�� �� ,FP>�">OLKB��b7 B?@>PQ��$FOB@Q�->OHBQFKD�CLO�3J>II

" RPFKBPPBP�c�/RQPMLHBK�- BAF>��!MOFI��������� ��>@@BPPBA

$B@BJ?BO����������LRQPMLHBKJBAF>�@LJ �LKIFKB
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?RPFKBPPBP�
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$ >PE?L>OA��>@@BPPBA�$B@BJ?BO���������
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d / E
ID
96 I:� - BPP>DBP�@>K�?B�MOBM>OBA�NRF@HIV�

d ' JAI>EA:�JH:H�$FOB@Q�J>OHBQFKD�@>K�?B�RPBA�QL�PBII��?RQ�FQ�@>K

>IPL�?B�RPBA�QL�QBPQ�KBT�J>O HBQP��QOF>I�KBT�MOLAR@QP�LO

@RPQLJBOP��OBT >OA�BUFPQFKD�@RPQLJBOP�QL�OBT >OA�ILV>IQV�

@LIIB@Q�FKCLOJ>QFLK�CLO�CRQROB�@>JM>FDKP��LO�PBDJBKQ�>

@RPQLJBO�?>PB�

d &DL :G�8DHI�E:G�8JHIDB:G�68FJ>H>I>DC�4EB�@LPQ�@>K�?B

PFDKFCF@>KQIV�IBPP�QE>K�LQEBO�J>OHBQFKD�JBQELAP�

d �DC IGDA�6C9�688DJCI67>A>IN� $FOB@Q�J>OHBQFKD�LCCBOP�DOB>Q

@LKQOLI�>KA�>@@LRKQ>?FIFQV�QE>K�LQEBO�J>OHBQFKD�JBQELAP�

d - L>;I�6C9�; A:M>7A:�$FOB@Q�J>OHBQFKD�FP�PTFCQ�>KA�CIBUF?IB�FK

>@EFBSFKD�OBPRIQP�

Interactive Marketing

#CI:G68I>K: B6G @:I>C< OBCBOP QL bLKIFKB >@QFSFQFBP >KA MOLDO>JP

ABPFDKBA QL BKD>DB @RPQLJBOP LO MOLPMB@QP >KA AFOB@QIV LO

FKAFOB@QIV O>FPB >T >OBKBPP� FJMOLSB FJ>DB� LO BIF@FQ P>IBP LC MOLAR@QP

>KA PBOSF@BP�c��� %SBOVQEFKD FP MBOPLK>IFWBA >KA

FKAFSFAR>IFWBA_COLJ QEB TB?PFQB @LKQBKQ QL QEB MOLAR@QP ?BFKD

MOLJLQBA���� 4EB >RAFBK@B FP BKD>DBA TFQE QEB ?O>KA� TFQE

@RPQLJBOP DBQQFKD QEB @E>K@B QL OBPE>MB >KA J>OHBQ FQ FK QEBFO

LTK RKFNRB T>V���� &LOOBPQBO 2BPB>O@E CLOB@>PQP QE>Q FKQBO>@QFSB

���� 0EFIFM�+LQIBO�>KA�$>SFA�,>KB�+BIIBO��->O HBQFKD

->K>DBJBK Q��5MMBO�3>AAIB�2FSBO��.*��0 B>OPLK�0OBKQF@B
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J>OHBQFKD BUMBKAFQROBP TFII OB>@E ��� ?FIIFLK ?V ����� >@ @LRKQFKD

CLO �� MBO@BKQ LC >II BUMBKAFQROBP LK J>OHBQFKD� 4EB DOB>QBPQ DOLTQE

FP MOLGB@QBA QL @LJB COLJ PL@F>I JBAF>� TFQE QEB KBUQ ?FDDBPQ

DOLTQE�PB@QLO�?BFKD�JL?FIB�J>OHBQFKD��� �

#LJJLK FK QBO>@QFSB J>OHBQFKD QLLIP FK@IRAB B
J>FI� TB?PFQBP�

LKIFKB PELMMFKD� SFABLP� TB?FK>OP >KA TB?@>PQP� ?ILDP� >KA PL@F>I

JB AF> PR@E >P &>@B?LLH >KA 4TFQQBO� "B@>RPB B
J>FI� TB?PFQBP�

LKIFKB PELMMFKD� TB?FK>OP >KA TB?@>PQP E>SB ?BBK JBKQFLKBA

MOBSFLRPIV� QEB CL@RP EBOB TFII ?B LK SFABLP� ?ILDP� >KA PL@F>I JBAF>�

5 PFKD LKIFKB SFABLP E>P ?B@LJB >K FK@OB>PFKDIV MLMRI>O PQO>QBDV

FK PJ>II ?RPFKBPP J>OHBQFKD� #LKPRJBOP >OB JR@E JLOB IFHBIV QL

SFPFQ > @LJM>KV >CQBO SFBTFKD FQP SFABL� >KA QEBV @>K ?B RM QL ��

MBO@BKQ JLOB IFHBIV QL J>HB PLJB PLOQ LC @LKQ>@Q���� /KIFKB SFABL

@LKQBKQ FP ?B@LJFKD FK@OB>PFKDIV MLMRI>O TFQE >SFA )KQBOKBQ RPBOP�

PL > PJ>II ?RPFKBPP PELRIA @LKPFABO @OB>QFKD > SFABL CLO FQP TB?PFQB�

4EB @LKQBKQ @>K ?B @OB>QBA B>PFIV� >KA FQ @>K ?B MLPQBA LK QEB

@LJM>KVaP TB?PFQB >P TBII >P FK LQEBO IL@>QFLKP LK QEB )KQBOKBQ

�9LR4R?B LO LK QEB @LJM>KVaP ?ILD� CLO FKPQ>K@B	 QL DBQ JLOB M>DB

SFBTP���� !@@LOAFKD QL !A
LILDVaP ���� 3 J>II " RPFKBPP ->OHBQFKD

F- BAF>�#LKKB@QFLK��*>KR>OV�� ��������>@ @BPPBA�$B@BJ?BO

���������T T T �FJBAF>@LKKB@QFLK�@LJ �@LKQBKQ������>PM�

�� �� *LB�->KABPB��b&LOOBPQBO�2BSFPBP�)KQBO>@QFSB�/RQILLH�

7FII�!@@LRKQ�CLO�����L C�->OHBQFKD�?V������ c�- BAF>0LPQ

. BTP��*RIV�������� ��>@@BPPBA�$B@BJ?BO���������

T T T �JB AF>MLPQ�@LJ �

MR?IF@>QFLKP��C>�!O QF@IBP�PELT !OQF@IB�>OQ=>FA��������

���� +>OBK�3@E>OC��b3J>II�" RPFKBPP�->OHBQFKD�TFQE�6FABL�c

" RPFKBPP�+KLT 
( LT ��>@@BPPBA�$B@BJ?BO���������

T T T �?RPFKBPPHKLTEL T �@LJ �FKQBOKBQ�

SFABLJ>OHBQFKD�EQJ�

���� 3B>K�2>PJRPPBK��b5PFKD�/KIFKB�6FABLP�QL�)K@OB>PB

��� X#E>MQBO���
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&LOB@>PQ� �� MBO@BKQ LC 53 PJ>II ?RPFKBPPBP TFQE CBT BO QE>K ���

BJMILVBBP MI>K QL RPB LKIFKB SFABL� 4EFP OBCIB@QP QEB C>@Q QE>Q PJ>II

?RPFKBPPBP >OB ?B@LJFKD FK@OB>PFKDIV P>SSV >?LRQ ELT QL RPB QEB

)KQBOKBQ QL J>OHBQ QEBFO MOLAR@QP >KA PBOSF@BP���� 0>RI "LKA "LLQP�

> PJ>II 53 J>H BO LC @RPQLJ
J>AB @LT?L V ?LLQP QE>Q >OB

FKAFSFAR>IIV E>KAJ>AB QL CFQ� CB>QROBP CFSB OB>IIV @LLI SFABLP LK FQP

T B?PFQB� 2B@BKQIV� QEB @LJM>KV E>P QROKBA QL QEB )KQBOKBQ CLO JLPQ

LC�FQP�P>IBP�

! 7AD<bFP > TB? M>DB J>AB RM LC RPR>IIV PELOQ� COBNRBKQIV RMA>QBA

MLPQP QE>Q >OB >OO>KDBA @EOLKLILDF@>IIV_IFHB > TE>QaP KBT M>DB LO

> GLROK>I�c "RPFKBPP ?ILDP� >P LMMLPBA QL MBOPLK>I ?ILDP� >OB RPBA

>P > @LJM>KV @LJJRKF@>QFLK QLLI QL PE>OB > @LJM>KVaP HKLT IBADB

>KA BUMBOQFPB� ?RFIA >AAFQFLK>I TB? QO>CCF@� @LKKB@Q TFQE MLQBKQF>I

@RPQLJBOP� ABSBILM KF@EB J>OHBQP� DFSB QEB ?RPFKBPP > ERJ>K C>@B�

EBIM OBMRQ>QFLK J>K>DBJBKQ� >KA MOLSFAB > COBB >SBKRB CLO MOBPP

OBIB>PBP����

" ILDP >OB C>FOIV PFJMIB QL PBQ RM� >KA QEBV >OB > DOB>Q T>V QL

HBBM TB?PFQB @LKQBKQ COBPE� (LT BSBO� BSBK QELRDE PJ>II ?RPFKBPPBP

EB>O JR@E >?LRQ ?ILDP QEBPB A>VP� @OB>QFKD LKB JRPQ ?B @LKPFABOBA

@>OBCRIIV� " ILDP QLA>V bE>SB BSLISBA FKQL JRIQFJBAF> @LJJRKF QFBP

0LMRI>OFQV�c�!RPPFB�)KQBOKBQ�->OHBQFKD�"ILD��*RIV��� �

���� ��>@@BPPBA�$B@BJ?BO����������PB >KPBL�@LJ �

FKQBOKBQ
J>OHBQFKD�RPFKD
LKIFKB
SFABLP�

���� -FHB�3>@ELCC��b3J>II�" RPFKBPPBP�0I>K�QL�&L@RP�LK�-L?FIB

->O HBQFKD�>KA�/KIFKB�6FABL�FK������ c�3J>II " RPFKBPP. BT W�

*>KR>OV�����������>@ @BPPBA�$B@BJ?BO���������

T T T �PJ>II ?RPFKBPPKBT W�@LJ �QLMKBTP����� ��� ��� �

PJ>II
?RPFKBPPBP
MI>K
QL�
CL@RP
LK
JL?FIB
J>OHBQFKD


>KA
LKIFKB
SFABL
FK
�����

���� ,LOOFB�4ELJ>P��/KIFKB�->OHBQFKD��.BT�9 LOH��- @'O >T 
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TEBOB ?ILDDBOP �>KA QEB ?ILDDFKD @LJJRKF QV	 E>SB DOLTK FK PFWB�

PQ>QROB� >KA FJM>@Q QL B@IFMPB >II ?RQ QEB I>ODBPQ JBAF> LRQIBQP�c�� �

" RQ QEFP ALBP KLQ JB>K QE>Q FQ FP BPPBKQF>I CLO BSBOV PJ>II ?RPFKBPP QL

E>SB > ?ILD� ->FKQ>FKFKD > ?ILD Q>HBP > ILQ LC QFJB >KA BKBODV_>KA

QEBK QEBOB KBBA QL ?B MBLMIB QL OB>A FQ� !CQBO @>OBCRI @LKPFABO>QFLK�

FQ J>V ?B ?BQQBO QL CL@RP > @LJM>KVaP MOLJLQFLK>I BCCLOQP

BIPBTEBOB�

-D8>6A B:9>6 bDBKBO>IIV OBCBOP QL TB?PFQBP CB>QROFKD RPBO


DBKBO>QBA @LKQBKQ LO J>QBOF>I @OB>QBA ?V SFPFQLOP O>QEBO QE>K QEB

T B?PFQB MR?IFPEBOP� )K QROK� QEBPB PFQBP BK@LRO>DB SFPFQLOP QL OB>A

>KA OBPMLKA QL QE>Q J>QBOF>I�c��� 3L@F>I JBAF> FP @E>KDFKD QEB T>V

QE>Q MBLMIB @LJJRKF@>QB >KA ?BE>SB� 3L@F>I JBAF> LRQIBQP PR@E >P

&>@B?LLH� ,FKHBA)K� >KA 4TFQQBO >OB� >JLKD LQEBO QEFKDP� AOFSFKD

MRO@E>PBP_>KA QEBV PELRIA ?B PBBK bIFHB > SFOQR>I @L@HQ>FI M>OQV

TEBOB >II >QQBKABBP @>K AFP@RPP ;> @LJM>KVaP< MOLAR@QP� PBOSF@BP�

BUMBOFBK@BP��>KA�KBT�FAB>P�c���

4EB QLM CLRO PL@F>I JBAF> KBQT LOHP >OB 4TFQQBO� &>@B?LLH�

,FKHBA)K� >KA 9LR4R?B� 4EFP FP QORB FK DBKBO>I >KA CLO PJ>II

?RPFKBPPBP FK M>OQF@RI>O���� /S BO>II� PJ>II ?RPFKBPPBP RPB PL@F>I

�� �� ,LOOFB�4ELJ>P��/KIFKB�->OHBQFKD��.BT�9 LOH��- @'O >T 


( FII������	�����

���� 2L??FK�"IL@H��3L@F>I�0BOPR>PFLK��->HFKD�3BKPB�LC�3L@F>I

- BAF>�CLO�3J>II�" RPFKBPP��"OBFKFDPSFIIB��0!��" IL@H�-BAF>�

$B@BJ?BO����� 	����

���� ,LOOFB�4ELJ>P��/KIFKB�->OHBQFKD��.BT�9 LOH��- @'O >T 
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"BKBCF@F>I��c�3J>II�" RPFKBPP�4OBKAP��*>KR>OV����������

>@@BPPBA�$B@BJ?BO����������PJ>II ?FWQOBKAP�@LJ ����� �

�� �TEF@E
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JB AF> PFQBP CLO IB>A DBKBO>QFLK� JLKFQLOFKD TE>Q FP ?BFKD P>FA >?LRQ

QEBFO ?RPFKBPPBP� HBBMFKD RM TFQE QEB FKARPQOV� FJMOLSFKD QEB

@RPQLJBO BUMBOFBK@B� >KA @LJMBQFQFSB FKQBIIFDBK@B���� ->K V PJ>II

?RPFKBPPBP FK QEB "�" PB@QLO >OB >IOB>AV RPFKD PL@F>I JBAF> CLO

?RPFKBPP >P > OBPLRO@B� QL BKD>DB FK FKFQF>QFSBP� LO ?LQE� (LT BSBO�

@LJM>KFBP TFQE JLOB QE>K LKB ERKAOBA BJMILVBBP >OB JLOB >@QFSB

QE>K�PJ>IIBO�@LJM>KFBP����

$BPMFQB QEB EVMB PROOLRKAFKD PL@F>I JBAF>� >KA QEB C>@Q QE>Q

J>K V PJ>II ?RPFKBPPBP >OB >IOB>AV @LKKB@QBA� PJ>II ?RPFKBPPBP

JRPQ PQFII @LKPFABO QEB RPB LC PL@F>I JBAF> GRPQ >P @>OBCRIIV >P QEB

LQEBO JLABP LC J>OHBQFKD @LJJRKF@>QFLKP� 3L@F>I JBAF> E>P KLQ

T LOHBA LRQ TBII CLO PLJB PJ>II ?RPFKBPPBP QE>Q E>SB RPBA FQ� PL

B>@E ?RPFKBPP JRPQ AB@FAB TE>Q PL@F>I JBAF> FP BUMB@QBA QL AL

CLO QEB @LJM>KV� >KA QEBK FQ JRPQ ?B RPBA TBII >KA PQO>QBDF@>IIV�

7 EBK @LKPFABOFKD TEBQEBO LO ELT QL C>@QLO PL@F>I JBAF> FKQL >K

)- # PQO>QBDV� @LKPFABO QEBPB TLOAP COLJ ,FP> ">OLKB� @LCLRKABO

>KA @EFBC ?O>KAFKD LCCF@BO >QOutspoken Media� b)K ����� FC VLRaOB

KLQ RPFKD PL@F>I JBAF> QL D>FK >QQBKQFLK LSBO VLRO @LJMBQFQLOP� VLR

���� ,FP>�">OLKB��b7 EF@E�3L@F>I�-BAF>�3FQBP�!OB�- LPQ

"BKBCF@F>I��c�3J>II�" RPFKBPP�4OBKAP��*>KR>OV����������

>@@BPPBA�$B@BJ?BO����������PJ>II ?FWQOBKAP�@LJ ����� �

�� �TEF@E
PL@F>I
JBAF>
PFQB
JLPQ
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���� ,FP>�">OLKB��b3QRAV��( LT�!O B�"�"P�5 PFKD�3L@F>I�-BAF>�c

3J>II�" RPFKBPP�4OBKAP��.LSBJ?BO��������� ��>@@BPPBA

$B@BJ?BO����������PJ>II ?FWQOBKAP�@LJ ����� ��� �?�?P
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@>K ?BQ QEBVaOB RPFKD FQ QL D>FK >QQBKQFLK LSBO VLR�c��� 4EFP TFII

RKALR?QBAIV�@LKQFKRB�QL�?B�QEB�@>PB�

Personal Selling

! PJ>II ?RPFKBPP LTKBO KBBAP QL @LKKB@Q TFQE @RPQLJBOP ?BCLOB

> P>IB @>K Q>HB MI>@B� 3LJB QFJBP MBOPLK>I PBIIFKD FP QEB ?BPQ T>V

QL AL QE>Q�* :GHDC6A H:AA>C<� bQEB MOL@BPP LC @LJJRKF@>QFKD TFQE >

MLQBKQF>I ?RVBO �LO ?RVBOP	 C>@B
QL
C>@B TFQE QEB MROMLPB LC PBIIFKD

> MOLAR@Q LO PBOSF@B�c
 FP >?PLIRQBIV BPPBKQF>I FK QEB J>OHBQFKD

@LJJRKF@>QFLKP JFU LC > PJ>II ?RPFKBPP� (FPQLOV E>P PELTK QE>Q QEB

JLPQ PR@@BPPCRI BKQOBMOBKBROP E>SB ?BBK PHFIIBA P>IBPMBLMIB TEL

T BOB >?IB QL OBMOBPBKQ >KA MOLJLQB QEBFO @LJM>KFBP >KA MOLAR@QP

FK QEB J>OHBQMI>@B���� ^ )Q PQ>KAP QL OB>PLK QE>Q PR@@BPPCRI PJ>II

?RPFKBPP�LTKBOP�PELRIA�E>SB�QEB�P>JB�P>IBP�PHFIIP�

!IQELRDE MBOPLK>I PBIIFKD MI>VP >K FJMLOQ>KQ OLIB FK QEB P>IB LC

@LKPRJBO MOLAR@QP� FQ FP BSBK JLOB FJMLOQ>KQ FK QEB P>IB LC

FKARPQOF>I >KA ?RPFKBPP MOLAR@QP� -LOB QE>K CLRO QFJBP >P J>KV

MBOPLK>I PBIIFKD >@QFSFQFBP >OB AFOB@QBA QLT >OA FKARPQOF>I >KA

?RPFKBPP @RPQLJBOP QE>K QLT >OA @LKPRJBOP���� 2BD>OAIBPP LC QEB

���� ,FP>�">OLKB��b7 EF@E�3L@F>I�-BAF>�3FQBP�!OB�- LPQ

"BKBCF@F>I��c�3J>II�" RPFKBPP�4OBKAP��*>KR>OV����������

>@@BPPBA�$B@BJ?BO����������PJ>II ?FWQOBKAP�@LJ ����� �

�� �TEF@E
PL@F>I
JBAF>
PFQB
JLPQ
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���� b0BOPLK>I�3BIIFKD�c�B. LQBP��>@@BPPBA�$B@BJ?BO���������

BKLQBP�@LJ �MBOPLK>I�
PBIIFKD
OBCBOBK@B�MBOPLK>I
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�������

���� *LEK�-��) S>K@BSF@E�>KA�4ELJ>P�.��$RBKFKD��"RPFKBPP
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QVMB LC @RPQLJBO LO @LKPRJBO� ELT BSBO� QEB L?GB@QFSBP LC MBOPLK>I

PBIIFKD�>OB�QEB�P>JB�
��� ^

d � J>A9>C<�EGD9J8I�6L 6G:C:HH��!�P>IBPMBOPLK�PELRIA�BAR@>QB

@RPQLJBOP�>KA�@LKPRJBOP�LK�KBT�MOLAR@Q�LCCBOFKDP�

d �G :6 I>C<�>CI:G:HI� "B@>RPB�MBOPLK>I�PBIIFKD�FP�>�MBOPLK
QL


MBOPLK��>KA�LCQBK�>�C>@B
QL
C>@B��@LJJRKF@>QFLK��FQ�FP�>�K>QRO>I

T >V�CLO�DBQQFKD�@RPQLJBOP�>KA�@LKPRJBOP�QL�BUMBOFBK@B�>

MOLAR@Q�CLO�QEB�CFOPQ�QFJB��#OB>QFKD�FKQBOBPQ�DLBP�E>KA
FK
E>KA

TFQE�?RFIAFKD�MOLAR@Q�>T >OBKBPP�

d *GDK>9>C<�>C;DGB6I>DC�!�I>ODB�M>OQ�LC�QEB�@LKSBOP>QFLK�TFQE

QEB�@RPQLJBO�CL@RPBP�LK�MOLAR@Q�FKCLOJ>QFLK�

d - I>BJA6I>C<�9:B6C9� 4EB�JLPQ�FJMLOQ>KQ�L?GB@QFSB�LC

MBOPLK>I�PBIIFKD�?V�C>O�FP�MBOPR>AFKD�@RPQLJBOP�>KA�@LKPRJBOP

QL�J>HB�>�MRO@E>PB�

d , :>C;DG8>C<�I=:�7G6C9� - LPQ�MBOPLK>I�PBIIFKD�CL@RPBP�LK

?RFIAFKD�ILKD
QBOJ�OBI>QFLKPEFMP�TFQE�@RPQLJBOP�>KA

@LKPRJBOP��(LT BSBO��PQOLKD�OBI>QFLKPEFMP�@>K�?B�?RFIQ�LKIV

LSBO�QFJB��>KA�QEBV�OBNRFOB�OBDRI>O�@LJJRKF@>QFLK�

,FHB >II LQEBO CLOJP LC J>OHBQFKD @LJJRKF@>QFLKP� MBOPLK>I PBIIFKD

LCCBOP ?LQE >AS>KQ>DBP >KA AFP>AS>KQ>DBP� /K QEB MIRP PFAB�

MBOPLK>I PBIIFKD FP CIBUF?IB >KA AVK>JF@� MOLSFAFKD @LJM>KFBP TFQE

QEB ?BPQ LMMLOQRKFQV QL Q>FILO > JBPP>DB QL P>QFPCV @RPQLJBOPa KBBAP�

0BOPLK>I PBIIFKDaP FKQBO>@QFSB K>QROB >IPL J>HBP FQ QEB JLPQ BCCB@QFSB

MOLJLQFLK>I JBQELA CLO ?RFIAFKD OBI>QFLKPEFMP TFQE @RPQLJBOP�

0OFK@FMIBP��'RFABIFKBP��>KA�0O>@QF@BP��->PLK��/ (�

4ELJPLK�,B >OKFKD������	������

���� b/?GB@QFSBP�LC�0BOPLK>I�3BIIFKD�c�+KLT4EFP�@LJ��>@@BPPBA

$B@BJ?BO����������T T T �HKLTQEFP�@LJ �MOFK@FMIBP
LC


J>OHBQFKD
QRQLOF>IP�MBOPLK>I
PBIIFKD�L?GB@QFSBP
LC


MBOPLK>I
PBIIFKD�
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M>OQF@RI>OIV FK QEB "�" J>OHBQ� >KA FQ FP QEB JLPQ MO>@QF@>I

MOLJLQFLK>I JBQELA CLO OB>@EFKD @RPQLJBOP TEL >OB KLQ B>PFIV

OB>@EBA QEOLRDE LQEBO JBQELAP���� 0BOPLK>I PBIIFKD @>K EBIM > PJ>II

?RPFKBPP ?RFIA PQOLKD� ILV>I OBI>QFLKPEFMP TFQE @RPQLJBOP >KA

@LKPRJBOP�

/K QEB JFKRP PFAB� QEB ?FDDBPQ AFP>AS>KQ>DB J>V ?B QEB KBD>QFSB

MBO@BMQFLKP QE>Q J>KV MBLMIB E>SB LC P>IBPMBLMIB� MRPEV� >KKLVFKD�

PIFMMBOV� >KA TFIIFKD QL AL >KVQEFKD CLO QEB P>IB_TEBQEBO IBD>I LO

KLQ� 4EB OB>IFQV� LC @LROPB� FP QE>Q JLPQ P>IBPMBLMIB �RKCLOQRK>QBIV�

KLQ >II	 AL KLQ CFQ QEFP PQBOBLQVMB� 4EB PR@@BPPCRI P>IBPMBOPLK FP QEB

MBOPLK TEL CL@RPBP EFP LO EBO BCCLOQP LK P>QFPCVFKD @RPQLJBOP LSBO

QEB ILKD QBOJ >P LMMLPBA QL EFP LO EBO LTK PBICFPE FKQBOBPQP� !IPL LK

QEB KBD>QFSB PFAB FP QEB EFDE @LPQ LC MBOPLK>I PBIIFKD� 0BOPLK>I P>IBP

@LKQ>@QP >OB SBOV BUMBKPFSB� TFQE QEB @LPQP FK@ROOBA �@LJMBKP>QFLK

MIRP P>IBP PRMMLOQ	 TEBQEBO QEB P>IB FP J>AB LO KLQ���� 4EBK QEBOB

>OB QEB @LPQP LC QO>FKFKD QEB P>IBP PQ>CC LK MOLAR@Q HKLT IBADB�

FKARPQOV FKCLOJ>QFLK� >KA MBOE>MP PBIIFKD PHFIIP���� $BMBKAFKD LK

QEB PFWB LC QEB @LJM>KV� PJ>II ?RPFKBPPBP TFII E>SB S>OVFKD KRJ?BOP

LC�P>IBPMBLMIB��PL�PLJB�LC�QEB�@LPQP�TFII�S>OV�>P�TBII�

���� b!A S>KQ>DBP�LC�0BOPLK>I�3BIIFKD�c�+KLT4EFP�@LJ�

>@@BPPBA�$B@BJ?BO����������T T T �HKLTQEFP�@LJ �

MOFK@FMIBP
LC
J>O HBQFKD
QRQLOF>IP�MBOPLK>I
PBIIFKD�

>AS>KQ>DBP�
LC
MBOPLK>I
PBIIFKD�

���� b$FP>AS>KQ>DBP�LC�0BOPLK>I�3BIIFKD�c�+KLT4EFP�@LJ�

>@@BPPBA�$B@BJ?BO����������T T T �HKLTQEFP�@LJ �

MOFK@FMIBP
LC
J>O HBQFKD
QRQLOF>IP�MBOPLK>I
PBIIFKD�

AFP>AS>KQ>DBP
LC
MBOPLK>I
PBIIFKD�

���� b$FP>AS>KQ>DBP�LC�0BOPLK>I�3BIIFKD�c�+KLT4EFP�@LJ�

>@@BPPBA�$B@BJ?BO����������T T T �HKLTQEFP�@LJ �

MOFK@FMIBP
LC
J>O HBQFKD
QRQLOF>IP�MBOPLK>I
PBIIFKD�

AFP>AS>KQ>DBP
LC
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4EB QO>AFQFLK>I P>IBP MOL@BPP FP QVMF@>IIV PBBK >P > PBOFBP LC PFU

PQBMP����

�� *GDHE:8I>C<�6C9�FJ6A>;N>C<��,L@>QFKD�MLQBKQF>I�@RPQLJBOP�TEL

E>SB�>�KBBA�CLO�>�MOLAR@Q�>KA�QEB�>?FIFQV�QL�M>V�CLO�FQ��&LO

BU>JMIB��MOLPMB@QP�CLO�>�PJ>II�BIB@QOF@�JLQLO�@LJM>KV�TLRIA

?B�>II�QEB�?RPFKBPPBP�QE>Q�RPB�PJ>II�BIB@QOF@�JLQLOP��0OLPMB@QP

@>K�?B�CLRKA�QEOLRDE�>�S>OFBQV�LC�PLRO@BP��FK@IRAFKD�@ROOBKQ

@RPQLJBOP��QO>AB�AFOB@QLOFBP��?RPFKBPP�>PPL@F>QBP��>KA

KBTPM>MBO�LO�J>D>WFKB�>OQF@IBP�

�� *G:6EEGD68=��)Q�FP�FJMLOQ>KQ�QL�IB>OK�>P�JR@E�>?LRQ�>�MOLPMB@Q

>P�VLR�@>K��&LO�BU>JMIB��VLR�T>KQ�QL�HKLT�>?LRQ�QEB

MOLPMB@QaP�KBBAP��>QQFQRABP�>?LRQ�>S>FI>?IB�MOLAR@QP�>KA

?O>KAP��@OFQF@>I�MOLAR@Q�>QQOF?RQBP�>KA�?BKBCFQP�ABPFOBA��>KA

@ROOBKQ�SBKALO�P	�

�� *G:H:C I6I>DC�6C9�9:BDCHIG6I>DC��4EFP�FP�TEBOB�QEB

P>IBPMBOPLK�QBIIP�QEB�MOLAR@Q�bPQLOVc�QL�QEB�?RVBO��QEB

MOLAR@QaP�CB>QROBP��>AS>KQ>DBP��?BKBCFQP��>KA�S>IRB��)Q�FP

FJMLOQ>KQ�KLQ�QL�PMBKA�QLL�JR@E�QFJB�LK�MOLAR@Q�CB>QROBP

?B@>RPB�?BKBCFQP�>KA�S>IRB�TFII�JLPQ�AFOB@QIV�FKCIRBK@B�QEB

MRO@E>PB�AB@FPFLK��)Q�FP�>IPL�FJMLOQ>KQ�QL�>PH�NRBPQFLKP�>KA

IFPQBK�@>OBCRIIV�QL�>�MOLPMB@QaP�>KPTBOP�?B@>RPB�QEBV�TFII

MOLSFAB�S>IR>?IB�FKPFDEQP�FKQL�QEB�MOLPMB@QaP�KBBAP�

�� )K :G8DB>C<�D7?:8I>DCH��9LR�PELRIA�BUMB@Q�@RPQLJBOP�QL�MLPB

���� *LEK�-��) S>K@BSF@E�>KA�4ELJ>P�.��$RBKFKD��"RPFKBPP

0OFK@FMIBP��'RFABIFKBP��>KA�0O>@QF@BP��->PLK��/ (�

4ELJPLK�,B >OKFKD������	�������0 EFIFM�+LQIBO�>KA�+BSFK

, >KB�+BIIBO��->O HBQFKD�->K>DBJBKQ��5MMBO�3>AAIB

2FSBO��.*��0 B>OPLK�0OBKQF@B�( >II������ 	�����^�����$ >K>


.F@LIBQ>�,>P@R�>KA�+BKKBQE�%��#ILT ��%PPBKQF>IP�LC

->O HBQFKD��->PLK��/(��! QLJF@�$LD�0R?IFPEFKD������	�

�� �^���

#E>MQBO���
�->OHBQFKD�3QO>QBDV X���



L?GB@QFLKP��4EB�HBV�QL�LSBO@LJFKD�QEBPB�L?GB@QFLKP�FP�QL

J>FKQ>FK�>�MLPFQFSB�>MMOL>@E��>PH�QEB�MOLPMB@Q�QL�@I>OFCV�QEB

L?GB@QFLKP��>KA�OBPMLKA�QL�QEB�L?GB@QFLKP�?V�OBFQBO>QFKD�QEB

J>GLO�?BKBCFQP�LC�QEB�MOLAR@Q�LO�QEB�PBOSF@B�>KA�MLFKQFKD�LRQ

>AAFQFLK>I�CB>QROBP��DR>O>KQBBP��PBOSF@B��>KA�>KVQEFKD�BIPB�QE>Q

T LRIA�>AAOBPP�QEB�L?GB@QFLKP�

�� �ADH>C<��4EFP�FP�TEBK�QEB�P>IBPMBOPLK�>PHP�QEB�MOLPMB@Q�QL�?RV

QEB�MOLAR@Q��4EB�OBNRBPQ�@>K�?B�AFOB@Q��LO�QEB�P>IBPMBOPLK�@>K

BK@LRO>DB�QEB�MRO@E>PB�?V�RPFKD�>�QOF>I�@ILPFKD�>MMOL>@E�IFHB

>PHFKD��b7 LRIA�VLR�IFHB�RP�QL�CFK>K@B�MOLAR@Q�!�CLO�VLR�c

#ILPFKD�QEB�P>IB�FP�RKABOPQ>KA>?IV�QEB�JLPQ�AFCCF@RIQ�PQBM�CLO

J>K V�P>IBPMBLMIB�?B@>RPB�LC�QEB�CB>O�QE>Q�QEB�MOLPMB@Q�TFII�P>V

KL�

��  DAADL 
JE�6C9�B6>CI:C6C8: ��4EBPB�>@QFSFQFBP�>OB�KB@BPP>OV�CLO

@RPQLJBO�P>QFPC>@QFLK�>KA�OBMB>Q�?RPFKBPP��4EBV�>OB�HBV�QL

BPQ>?IFPEFKD�QEB�PQOLKD�ILKD
QBOJ�OBI>QFLKPEFMP�QE>Q�BSBOV

PJ>II�?RPFKBPP�ABPFOBP�>KA�KBBAP��4EB�P>IBPMBOPLK�PELRIA

P@EBARIB�>�CLIILT 
RM�@>II�QL�BKPROB�MOLMBO�FKPQ>II>QFLK�

FKPQOR@QFLK��PBOSF@FKD��>KA�QOLR?IBPELLQFKD�>KA�OBPLIRQFLK

PELRIA�>KV�MOL?IBJP�?B�ABQB@QBA��!I T >VP�OBJBJ?BO�QE>Q

RKE>MMV�@RPQLJBOP�TFII�ABCB@Q�QL�@LJMBQFQFLK_>KA�QEBV�TFII

PMOB>A�KBD>QFSB�@LJJBK QP�>?LRQ�QEB�@LJM>KV��"B @>RPB�FQ�FP

JR@E�@EB>MBO�QL�OBQ>FK�>K�LIA�@RPQLJBO�QE>K�QL�L?Q>FK�KBT

LKBP��FQ�FP�FK�>�@LJM>KVaP�?BPQ�FKQBOBPQP�QL�MOLSFAB�DLLA�CLIILT 


RM�>KA�J>FKQBK>K@B�PBOSF@BP�

!IQELRDE QEBPB PQBMP >OB EBIMCRI >P > T>V QL PRJJ>OFWB QEB HFKAP

LC QEFKDP QE>Q >OB OBIBS>KQ QL MBOPLK>I PBIIFKD� QEB )KQBOKBQ E>P

OBSLIRQFLKFWBA QEB PBIIFKD MOL@BPP���� 4EB QO>AFQFLK>I MOL@BPP GRPQ

���� 4ELJ>P�9 LRKD��b!�3BIIFKD�2BSLIRQFLK��(LT�QEB�)KQBOKBQ

#E>KDBA�0BOPLK>I�3BIIFKD��0>OQ��	�c�%UB@RQFSB�3QOBBQ�

>@@BPPBA�$B@BJ?BO����������?ILD� SFPQ>DB�@LJ �

��� X#E>MQBO���
�->OHBQFKD�3QO>QBDV



ABP@OF?BA E>P ?B@LJB I>ODBIV L?PLIBQB� TFQE OLIBP @E>KDFKD� 7B?

PB>O@EBP >KA LKIFKB @LKQBKQ EBIM MOLPMB@QFSB @RPQLJBOP LO @IFBKQP

AL QEBFO LTK MOLPMB@QFKD >KA NR>IFCVFKD� 4EFP BIFJFK>QBP QEB JLPQ

QFJB
@LKPRJFKD M>OQ LC QEB QO>AFQFLK>I P>IBP MOL@BPP� ! @LJM>KVaP

T B?PFQB ?B@LJBP QEB CFOPQ P>IBP MOBPBKQ>QFLK >KA� >P > OBPRIQ� FP

@OFQF@>I FK JLSFKD > MOLPMB@Q QLT >OA > P>IB� )K PELOQ� >II BJMILVBBP

JRPQ ?B CRIIV FKQBDO>QBA FKQL TB? J>OHBQFKD ?B@>RPB TB? J>OHBQFKD

FP QEB MOFJ>OV AOFSBO LC QEB P>IBP MOL@BPP� 4EB JLOB TB?
P>SSV

VLR >OB� QEB DOB>QBO QEB @E>K@BP QE>Q VLRO PBIIFKD TFII ?B>Q QEB

@LJMBQFQFLK����

Key Takeaways

d 0OLJLQFLK�>KA�J>OHBQFKD�@LJJRKF@>QFLKP�>OB�OBI>QFSBIV

PVKLKVJLRP�QBOJP�

d )- #�FP�>?LRQ�MRIIFKD�>II�QEB�J>OHBQFKD�@LJJRKF@>QFLKP

QLDBQEBO�QL�@LKSBV�>�@LKPFPQBKQ�JBPP>DB�

d 3J>II
?RPFKBPP�LTKBOP�PELRIA�?B�C>JFIF>O�>KA�@LJCLOQ>?IB

TFQE�QEB�QBOJP�MOLJLQFLK��J>OHBQFKD�@LJJRKF@>QFLKP��>KA

FKQBDO>QBA�J>OHBQFKD�@LJJRKF@>QFLKP��)-#	�

d 4EBOB�>OB�JRIQFMIB�@>QBDLOFBP�LC�)- #�L?GB@QFSBP�

d 4EB�J>OHBQFKD�@LJJRKF@>QFLKP�JFU�CLO�>�PJ>II�?RPFKBPP�TFII

@LKPFPQ�LC�PLJB�@LJ?FK>QFLK�LC�>ASBOQFPFKD��P>IBP�MOLJLQFLK�

J>OHBQFKD�>
PBIIFKD
OBSLIRQFLK
ELT 
QEB
FKQBOKBQ


@E>KDBA
MBOPLK>I
PBIIFKD�

���� 4ELJ>P�9 LRKD��b!�3BIIFKD�2BSLIRQFLK��(LT�QEB�)KQBOKBQ

#E>KDBA�0BOPLK>I�3BIIFKD��0>OQ��	�c�%UB@RQFSB�3QOBBQ�

>@@BPPBA�$B@BJ?BO����������?ILD� SFPQ>DB�@LJ �

J>OHBQFKD�>
PBIIFKD
OBSLIRQFLK
ELT 
QEB
FKQBOKBQ


@E>KDBA
MBOPLK>I
PBIIFKD�
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BSBKQP�>KA�BUMBOFBK@BP��02�>KA�MR?IF@FQV��AFOB@Q�J>OHBQFKD�

FKQBO>@QFSB�J>OHBQFKD��>KA�MBOPLK>I�PBIIFKD��4EFP�JFU�FP

>MMIF@>?IB�QL�?LQE�MROB
MI>V�>KA�?OF@H
>KA
@IF@H�?RPFKBPPBP�

d 4EBOB�FP�>�ILQ�LC�EVMB�>?LRQ�?ILDP�>KA�PL@F>I�JBAF>��4EBV�@>K

?B�SBOV�BCCB@QFSB��?RQ�QEBV�E>SB�KLQ�TLOHBA�TBII�CLO�>II�PJ>II

?RPFKBPPBP�QE>Q�E>SB�RPBA�QEBJ��4EBV�PELRIA�?B�@LKPFABOBA

@>OBCRIIV�?BCLOB�FK@IRPFLK�FK�>�@LJM>KVaP�)- #�PQO>QBDV�

��� X#E>MQBO���
�->OHBQFKD�3QO>QBDV



8. Chapter 8 - The Marketing
Plan

The Need for a Marketing Plan

LetÕs face it, as a small business owner, you are really in the

business of marketing. 
 *LEK�*>KQP@E�

->K V PJ>II ?RPFKBPPBP AL KLQ E>SB > J>OHBQFKD MI>K� @ELLPFKD

FKPQB>A QL J>OHBQ QEBFO MOLAR@QP >KA PBOSF@BP LK >K FKQRFQFSB�

PLJBQFJBP PB>Q
LC
QEB
M>KQP ?>PFP� !P ILKD >P QEBOB FP OBDRI>O >KA

BCCB@QFSB @LJJRKF@>QFLK TFQE QEB OBPQ LC QEB MBLMIB FK QEB

LOD>KFW>QFLK� > CLOJ>I TOFQQBK MI>K J>V KLQ ?B KB@BPP>OV� ( LT BSBO�

>P QEB ?RPFKBPP DOLTP >KA OBDRI>O >KA BCCB@QFSB @LJJRKF@>QFLK

?B@LJBP JLO B AFCCF@RIQ� > TOFQQBK J>OHBQFKD MI>K PELRIA ?B

PBOFLRPIV @LKPFABOBA� &LO QEB PJ>II ?RPFKBPPBP QE>Q AL E>SB >

J>OHBQFKD�MI>K��CBT�>@QR>IIV�RPB�FQ��

4EBOB >OB J>KV OB>PLKP TEV PL J>KV PJ>II ?RPFKBPPBP AL KLQ

E>SB�J>OHBQFKD�MI>KP��!JLKD�QEB�OB>PLKP�>OB�QEB�CLIILTFKD��

�� *LEK�*>KQP@E��$R@Q�4>MB�->OHBQFKD��4EB�7LOIAaP�- LPQ

0O>@QF@>I�3J>II�" RPFKBPP�->OHBQFKD�'RFAB��.>PESFIIB��4.�

4ELJ>P�. BIPLK��)K@�������PFD	��?>@H�@LSBO�@LMV�

�� "B@HV�-@#O>V��b3FJMIFCV�9LRO�3J>II�" RPFKBPP�->OHBQFKD

0I>K�c�3J>II�" FW�3ROSFS>I��&B?OR>OV��������� ��>@@BPPBA

$B@BJ?BO����������T T T �PJ>II ?FWPROSFS>I�@LJ ����� �� � �

PFJMIFCV
VLRO
PJ>II
?RPFKBPP
J>OHBQFKD�EQJI�

�� !A>MQBA�COLJ�$ >KFBIIB�->@)KKFP��b����L C�3J>II�" RPFKBPP

;PF@<�( >SB�. L�->O HBQFKD�0I>K�c�->OHBQFKD�"ILD�CLO�3J>II

#E>MQBO���
�4EB�->OHBQFKD�0I>K X���



d 4EBV�AL�KLQ�E>SB�BKLRDE�HKLT IBADB�LC�J>OHBQFKD�

d 4EBV�Q>HB�>�P@>QQBO
DRK�>MMOL>@E�QL�J>OHBQFKD�

d 4EBV�AL�KLQ�HKLT�EL T�QL�DL�>?LRQ�ABSBILMFKD�>�J>OHBQFKD

MI>K�

d 4EBV�AL�KLQ�E>SB�BKLRDE�JLKB V�QL�AL�J>OHBQFKD�MOLMBOIV�

d 4EBV�AL�KLQ�E>SB�BKLRDE�QFJB�QL�AL�J>OHBQFKD�MOLMBOIV�

d 4EBV�AL�KLQ�E>SB�DLLA�MBLMIB�LO�OBPLRO@BP�QL�EBIM�QEBJ�TFQE

J>OHBQFKD�

4EFP QBIIP RP QE>Q RKABOPQ>KAFKD TE>Q > J>OHBQFKD MI>K FP >II >?LRQ

>KA ELT > J>OHBQFKD MI>K @>K ?B MRQ QLDBQEBO PFJMIV >KA

FKBUMBKPFSBIV >OB FKS>IR>?IB M>OQP LC > PJ>II ?RPFKBPP LTKBOaP QLLI

HFQ�

What Is a Marketing Plan?

! B6G@:I>C< EA6CbFP > TOFQQBK AL@RJBKQ QE>Q PRJJ>OFWBP TE>Q

QEB J>OHBQBO E>P IB>OKBA >?LRQ QEB J>OHBQMI>@B >KA FKAF@>QBP ELT

QEB CFOJ MI>KP QL OB>@E FQP J>OHBQFKD L?GB@QFSBP� )Q @LKQ>FKP Q>@QF@>I

DRFABIFKBP CLO QEB J>OHBQFKD MOLDO>JP >KA CFK>K@F>I >IIL@>QFLKP LSBO

QEB MI>KKFKD MBOFLA�c0EFIFM +LQIBO >KA +BSFK ,>KB +BIIBO� Marketing

Management �5MMBO 3>AAIB 2FSBO� .*� 0 B>OPLK 0OBKQF@B ( >II� ���� 	�

��� ! J>O HBQFKD MI>K MOLSFABP > PMB@FCF@ J>OHBQFKD AFOB@QFLK CLO >

PJ>II ?RPFKBPP >KA FP > SBOV S>IR>?IB QLLI FC FQ FP ALKB @LOOB@QIV�

"B@>RPB QEB RIQFJ>QB MROMLPB LC QEB MI>K FP QL DBKBO>QB BCCF@FBKQ�

MOLCFQ>?IB >@QFLK� QEB J>OHBQFKD MI>K PELRIA @LKPFPQ LC RP>?IB�

" RPFKBPPBP��&B?OR>OV����������>@ @BPPBA�$B@BJ?BO���������

T T T �A>KFBIIBJ>@FKKFP�@LJ �PJ>II
?RPFKBPP
J>OHBQFKD�

� �
L C
PJ>II
?RPFKBPP�
E>SB
KL
J>O HBQFKD
MI>K�

��� X#E>MQBO���
�4EB�->OHBQFKD�0I>K



MO>@QF@>I FKPQOR@QFLKP QE>Q >OB ABPFDKBA QL BKPROB QE>Q OBPLRO@BP >OB

MOLMBOIV�>MMIFBA��

->O HBQFKD MI>KP @>K O>KDB COLJ > LKB
M>DB PRJJ>OV QL JLOB

QE>K LKB ERKAOBA M>DBP� !IQELRDE FQ FP P>FA ?V PLJB QE>Q QEB FAB>I

J>OHBQFKD MI>K IBKDQE CLO > PQ>KA
>ILKB AL@RJBKQ �F�B�� > AL@RJBKQ

QE>Q FP KLQ M>OQ LC QEB QLQ>I ?RPFKBPP MI>K CLO > @LJM>KV	 FP QT BKQV QL

CFCQV M>DBP�� QEB IBKDQE LC > J>OHBQFKD MI>K CLO > PJ>II ?RPFKBPP @>K

?B >KV IBKDQE QE>Q TFII P>QFPCV QEB KBBAP LC QEB ?RPFKBPP� 4EB M>DB

@LRKQ LC QEB MI>K J>V KLQ ?B > DLLA T>V QL JB>PROB QEB >ABNR>@V LC

QEB MI>K� 4EB J>OHBQFKD MI>K PELRIA ?B JB>PROBA ?V OB>A>?FIFQV >KA

PRJJ>OFW>QFLK� ! DLLA J>OHBQFKD MI>K TFII MOLSFAB QEB OB>ABO TFQE

> DLLA DBKBO>I FAB> LC FQP J>FK @LKQBKQP BSBK >CQBO LKIV > NRF@H PHFJ

FK CFCQBBK JFKRQBP LO IBPP�� . L J> QQBO QEB IBKDQE� QEB MI>K PELRIA

?B MO>@QF@>I� QL QEB MLFKQ� TFQE RPBCRI DO>MEF@P >P >MMOLMOF>QB� >KA

T LOABA�@IB>OIV�TFQE�KL�CILT BOV�LO�IBD>IFPQF@�I>KDR>DB��

�� b( LT�QL�7 OFQB�3J>II�" RPFKBPP�->OHBQFKD�0I>KP�c

3J>II " RPFKBPP
->OHBQFKD
0I>KP�@LJ��>@@BPPBA

$B@BJ?BO����������T T T �PJ>II ?RPFKBPP
J>OHBQFKD


MI>KP�@LJ�

�� b( LT�QL�7 OFQB�3J>II�" RPFKBPP�->OHBQFKD�0I>KP�c

3J>II " RPFKBPP
->OHBQFKD
0I>KP�@LJ��>@@BPPBA

$B@BJ?BO����������T T T �PJ>II ?RPFKBPP
J>OHBQFKD


MI>KP�@LJ�

�� 4FJ�"BOOV��b( LT�,LKD�3ELRIA�>�" RPFKBPP�0I>K�"B��c

" 0I>KP��>@@BPPBA�$B@BJ?BO����������>O QF@IBP�?MI>KP�@LJ �

TOFQFKD
>
?RPFKBPP
MI>K�EL T 
ILKD
PELRIA
>
?RPFKBPP


MI>K
?B��� �

�� b( LT�QL�7 OFQB�3J>II�" RPFKBPP�->OHBQFKD�0I>KP�c

3J>II " RPFKBPP
->OHBQFKD
0I>KP�@LJ��>@@BPPBA

#E>MQBO���
�4EB�->OHBQFKD�0I>K X�� �



4EB MI>K PELRIA @LSBO LKB VB>O� TEF@E FP LCQBK QEB ?BPQ T>V QL

QEFKH >?LRQ J>OHBQFKD CLO QEB PJ>II @LJM>KV� 4EFP FP KLQ QL P>V QE>Q

VLR PELRIA KLQ >IPL QEFKH >?LRQ QEB ILKD QBOJ� )Q GRPQ JB>KP QE>Q

QEFKDP @E>KDB JLOB O>MFAIV FK QEB PELOQ QBOJ� 0BLMIB IB>SB� J>OHBQP

BSLISB� >KA @RPQLJBOP @LJB >KA DL� #LKPFABO>QFLK PELRIA ?B DFSBK

QL�QT L�QL�CLRO�VB>OP�ALTK�QEB�OL>A��

"B@>RPB PJ>II ?RPFKBPP LTKBOP E>SB SBOV IFQQIB QFJB QL PMBKA LK

TOFQFKD >K BI>?LO>QB J>OHBQFKD MI>K� FQ FP TLOQE @LKPFABOFKD RPFKD

PLCQT >OB LO LKIFKB QBJMI>QBP QL MRQ QEB MI>K QLDBQEBO� /KB PL CQT >OB

MOLDO>J FP ->OHBQFKD 0I>K 0OL� TEF@E FP KLT FK@IRABA >P M>OQ LC

3>IBP >KA ->OHBQFKD 0OL� 4EB KRJ?BO LKB ?BPQ
PBIIFKD J>OHBQFKD

MI>K PLCQT >OB QLLI CLO ?RFIAFKD PJ>II ?RPFKBPP J>OHBQFKD MI>KP CLO

PBSBO>I VB>OP� ->OHBQFKD 0I>K 0OL MOLSFABP PQBM
?V
PQBM DRFA>K@B�

B>PV CLOB@>PQP >KA ?RADBQP� @RPQLJFW>QFLK LMQFLKP� BUB@RQFLK

DRFA>K@B� >KA PBSBO>I P>JMIB MI>KP >@OLPP > TFAB S>OFBQV LC ?RPFKBPP

QVMBP� ->OHBQFKD MI>K >PPFPQ>K@B FP >IPL >S>FI>?IB QEOLRDE QEB 3J>II

" RPFKBPP !AJFKFPQO>QFLK �3"!	 >KA QEB 3BOSF@B #LOMP LC 2BQFOBA

%UB@RQFSBP �3#/ 2%	 MOLDO>J� 3#/ 2%_> KLKMOLCFQ >PPL@F>QFLK

ABAF@>QBA QL BAR@>QFKD BKQOBMOBKBROP >KA EBIMFKD PJ>II ?RPFKBPPBP

PQ>OQ� DOLT � >KA PR@@BBA_FP >K 3"! OBPLRO@B M>OQKBO QE>Q E>P ?BBK

JBK QLOFKD�PJ>II�?RPFKBPP�LTKBOP�CLO�JLOB�QE>K�CLOQV�VB>OP��

$B@BJ?BO����������T T T �PJ>II ?RPFKBPP
J>OHBQFKD


MI>KP�@LJ�

�� b( LT�QL�#OB>QB�>�->OHBQFKD�0I>K�c�%KQOBMOBKBRO��!RDRPQ

� ��������>@ @BPPBA�*RKB���������

EQQM��� T T T �BKQOBMOBKBRO�@LJ �>OQF@IB������� �

�� b!?LRQ�3#/ 2%�c�3@LOB�LOD��>@@BPPBA�$B@BJ?BO���������

T T T �P@LOB�LOD�>?LRQ
P@LOB�

�� � X#E>MQBO���
�4EB�->OHBQFKD�0I>K



Why Have a Marketing Plan?

! J>O HBQFKD MI>K FP > SBOV FJMLOQ>KQ M>OQ LC QEB PJ>II ?RPFKBPP

OL>AJ>M QL PR@@BPP� 4EB MI>K AOFSBP >@QFLK >KA MLFKQP QEB T>V���

4EBOB >OB J>KV DLLA OB>PLKP CLO ABSBILMFKD > J>OHBQFKD MI>K�

FK@IRAFKD�QEB�CLIILTFKD���

��� *L>KK>�,��+OLQW��b��%>PV�3QBMP�QL�#OB>QB�>�->OHBQFKD

0I>K�c�-F@OLPLCQ��>@@BPPBA�$B@BJ?BO���������

T T T �JF@OLPLCQ�@LJ �?RPFKBPP�BK
RP�OBPLRO@BP�

J>OHBQFKD�J>OHBQ
OBPB>O@E��
B >PV
PQBMP
QL
@OB>QB
>


J>OHBQFKD
MI>K��>PMU�C?FA�7 4?KAN&OIIF�

��� b->OHBQFKD�c�5KFSBOPFQV�LC�-FPPLROF��*>KR>OV����� �

>@@BPPBA�$B@BJ?BO����������T T T �JFPPLROF?RPFKBPP�KBQ�

P?QA@�AL@P�J>O HBQFKD�MAC��%KQOBMOBKBRO��b( LT�QL

#OB>QB�>�->OHBQFKD�0I>K�c�%KQOBMOBKBRO��!RDRPQ���������

>@@BPPBA�$B@BJ?BO����������T T T �BKQOBMOBKBRO�@LJ �

>OQF@IB��������* L>KK>�,��+OLQW��b��%>PV�3QBMP�QL�#OB>QB�>

->O HBQFKD�0I>K�c�-F@OLPLCQ��>@@BPPBA�$B@BJ?BO���������

T T T �JF@OLPLCQ�@LJ �?RPFKBPP�BK
RP�OBPLRO@BP�

J>OHBQFKD�J>OHBQ
OBPB>O@E��
B >PV
PQBMP
QL
@OB>QB
>


J>OHBQFKD�
MI>K�>PMU�C?FA�7 4?KAN&OIIF��%JFIV�3RBPP�

b->OHBQFKD�0I>K�">PF@P�CLO�3J>II�" RPFKBPP�c�3J>II

" RPFKBPP�"LKCFOB��!MOFI�����������>@@BPPBA�$B@BJ?BO���

������PJ>II ?RPFKBPP?LKCFOB�@LJ �J>O HBQFKD
MI>K
?>PF@P


CLO
PJ>II
?RPFKBPP
LTKBOP��b(LT�QL�7 OFQB�3J>II

" RPFKBPP�->OHBQFKD�0I>KP�c�3J>II " RPFKBPP
->OHBQFKD


0I>KP�@LJ��>@@BPPBA�$B@BJ?BO���������

T T T �PJ>II ?RPFKBPP
J>OHBQFKD
MI>KP�@LJ�

#E>MQBO���
�4EB�->OHBQFKD�0I>K X���



d )Q�CLO@BP�VLR�QL�FABKQFCV�QEB�Q>ODBQ�J>OHBQ��!�@LJM>KVaP�?BPQ

@RPQLJBOP��>KA�ELMBCRIIV�QEB�FAB>I�@RPQLJBO��PELRIA�?B�FK�QEB

Q>ODBQ�J>OHBQ�

d 9LR�DBQ�>�EFDEBO�OBQROK�LK�FKSBPQJBKQ��2/ )	��%SBOV�ALII>O�TFII

T LOH�E>OABO�TEBK�FQ�FP�CL@RPBA�

d )Q�CLO@BP�VLR�QL�QEFKH�>?LRQ�?LQE�PELOQ
�>KA�ILKD
QBOJ

J>OHBQFKD�PQO>QBDFBP��&L@RPFKD�LKIV�LK�QEB�PELOQ�QBOJ�@>K�?B

ABS>PQ>QFKD�QL�QEB�CRQROB�LC�QEB�@LJM>KV�

d )Q�MOLSFABP�>�?>PFP�LK�TEF@E�QL�BS>IR>QB�>�@LJM>KV�>D>FKPQ�FQP

FKARPQOV�LO�J>OHBQ�FK�QBOJP�LC�PQOBKDQEP��TB>HKBPPBP�

LMMLOQRKFQFBP��>KA�QEOB>QP�

d 9LR�@>K�BIFJFK>QB�T>PQB�?V�?RFIAFKD�BCCF@FBK@V��,FJFQBA

OBPLRO@BP�@>K�?B�>IIL@>QBA�QL�@OB>QB�QEB�DOB>QBPQ�OBQROK�

d )Q�TFII�?B�B>PFBO�QL�PBB�TEBOB�M>PQ�AB@FPFLKP�E>SB�EBIMBA�LO

EFKABOBA�QEB�DOLTQE�LC�>�?RPFKBPP��4EB�MI>K�TFII�MOLSFAB�>

DRFAB�CLO�JB>PROFKD�MOLDOBPP�>KA�LRQ@LJBP�

d )Q�TFII�EBIM�VLR�QL�JFKFJFWB�OFPH��JFPQ>HBP��>KA�C>FIROBP�

d )Q�EBIMP�VLR�QL�BPQ>?IFPE�>�QFJBIFKB��HBBMFKD�MBLMIB�>@@LRKQ>?IB

CLO�QEB�DOLTQE�>KA�PR@@BPP�LC�LMBO>QFLK�

d )Q�DFSBP�@I>OFQV�QL�TEL�ALBP�TE>Q��TEBK��>KA�TFQE�TE>Q

J>OHBQFKD�QLLIP�

d )Q�I>VP�LRQ�>�@LJM>KVaP�D>JB�MI>K��)C�MBLMIB�IB>SB��FC�KBT

MBLMIB�>OOFSB��FC�JBJLOFBP�C>IQBO��FC�BSBKQP�?OFKD�MOBPPROB�QL

>IQBO�QEB�DFSBKP��QEB�FKCLOJ>QFLK�FK�QEB�TOFQQBK�J>OHBQFKD�MI>K

FP�>�OBJFKABO�LC�TE>Q�VLR�>DOBBA�LK�

What If There Is No Marketing Plan?

)K Alice in W onderland� !IF@B BK@LRKQBOP QEB #EBPEFOB @>Q� (B >PHP

EBO TEBOB PEB FP DLFKD� 3EB >KPTBOP QE>Q PEB ALBP KLQ HKLT � 4EB

#EBPEFOB @>Q >KPTBOP QE>Q >KV OL>A TFII Q>HB EBO QEBOB� )Q FP @IB>O

QE>Q !IF@B AFA KLQ E>SB > J>OHBQFKD MI>K� $>SFA #>JM?BII E>P >

PFJFI>O MEFILPLMEV >P OBCIB@QBA FK QEB QFQIB LC EFP ?LLH�If You DonÕt

��� X#E>MQBO���
�4EB�->OHBQFKD�0I>K



Know W here YouÕre Going, YouÕll Probably End Up Somewhere

Else�$ >SFA #>JM?BII�If You DonÕt Know W here YouÕre Going, YouÕll

Probably End Up Somewhere Else �!IIBK� 4 8� 4ELJ>P - LLOB

0R?IFPEFKD� ��� � 	� 7F QELRQ > J>OHBQFKD MI>K� > PJ>II ?RPFKBPP @LRIA

?B�JL SFKD�>Q�DOB>Q�PMBBAe?RQ�FK�QEB�BKQFOBIV�TOLKD�AFOB@QFLK�

"B@>RPB J>KV PJ>II ?RPFKBPPBP PBBJ QL LMBO>QB PR@@BPPCRIIV

TFQELRQ > J>OHBQFKD MI>K� ABMBKAFKD LK ELT VLR T>KQ QL ABCFKB

PR@@BPPCRIIV� QEB >?PBK@B LC > J>OHBQFKD MI>K ALBP KLQ JB>K

>RQLJ>QF@ C>FIROB� ( LT BSBO� QEBOB >OB PLJB AFPQFK@Q AFP>AS>KQ>DBP

QL�KLQ�E>SFKD�>�J>OHBQFKD�MI>K��4EB�CLIILTFKD�>OB�PLJB�BU>JMIBP�

d . LQ�E>SFKD�>�J>OHBQFKD�MI>K��TEBQEBO�FQ�?B�>�PQ>KA
>ILKB

AL@RJBKQ�LO�>�PB@QFLK�FK�QEB�?RPFKBPP�MI>K��TFII�MRQ�VLR�>Q�>

PFDKFCF@>KQ�AFP>AS>KQ>DB�TEBK�QOVFKD�QL�DBQ�>KV�QVMB�LC

?RPFKBPP�IL>K�

d . LQ�E>SFKD�>�J>OHBQFKD�MI>K�@>K�MRPE�>�?RPFKBPP�FKQL�>

JB >KABOFKD�JLAB�QE>Q�@LRIA�OBPRIQ�FK�PILT BA�DOLTQE��JFPPBA

LMMLOQRKFQFBP��>KA�FDKLOBA�QEOB>QP�

d 4EB�Q>ODBQ�J>OHBQ�J>V�KLQ�?B�ABCFKBA�@LOOB@QIV�

d . LQ�E>SFKD�>�J>OHBQFKD�MI>K�J>V�CLO@B�VLR�QL�CL@RP�LK�QEB

PELOQ�QBOJ�TFQE�IFQQIB�LO�KL�>QQBKQFLK�QL�QEB�ILKD�QBOJ��4EFP�@>K

?B�ABS>PQ>QFKD�QL�QEB�CRQROB�LC�>�@LJM>KV�

d 0LQBKQF>I�BCCF@FBK@FBP�TFII�KLQ�?B�OB>IFWBA�

d 2FPH�TFII�IFHBIV�FK@OB>PB�

)K PELOQ� KLQ E>SFKD > J>OHBQFKD MI>K JB>KP QE>Q VLR TFII KLQ OB>IFWB

QEB >AS>KQ>DBP LC E>SFKD LKB� %SBK FC VLR >OB >K LTKBO
LKI V

?RPFKBPP� > J>OHBQFKD MI>K @>K MOLSFAB > AFP@FMIFKB >KA > PQOR@QROB

CLO DOLTFKD QEB ?RPFKBPP_FC QE>Q FP ABPFOBA� /K QEB LQEBO E>KA� FC

>K LTKBO FP MBOCB@QIV P>QFPCFBA TFQE TEBOB >KA ELT QEFKDP >OB� >

J>OHBQFKD MI>K TFII JLPQ IFHBIV KLQ ?B EBIMCRI� *RPQ OBJBJ?BO QE>Q

@E>KDB FP @LKPQ>KQ� 7FQELRQ > J>OHBQFKD MI>K� > ?RPFKBPP J>V KLQ ?B

OB>AV�CLO�@E>KDB�

#E>MQBO���
�4EB�->OHBQFKD�0I>K X���



Key Takeaways

d ->K V�PJ>II�?RPFKBPPBP�AL�KLQ�E>SB�>�J>OHBQFKD�MI>K�

d 4EBOB�>OB�J>K V�OB>PLKP�TEV�PJ>II�?RPFKBPPBP�AL�KLQ�E>SB�>

J>OHBQFKD�MI>K��/KB�SBOV�FJMLOQ>KQ�OB>PLK�FP�QE>Q�QEBV�AL�KLQ

HKLT�EL T�QL�ABSBILM�>�MI>K�

d !�J>O HBQFKD�MI>K�MOLSFABP�>�PMB@FCF@�J>OHBQFKD�AFOB@QFLK�CLO�>

PJ>II�?RPFKBPP��4EB�RIQFJ>QB�MROMLPB�LC�QEB�MI>K�FP�QL�DBKBO>QB

BCCF@FBKQ��MOLCFQ>?IB�>@QFLK�

d !IQELRDE�>�J>OHBQFKD�MI>K�PELRIA�@LSBO�LKB�VB>O�FK�ABQ>FI��QEFP

ALBP�KLQ�JB>K�QE>Q�>�?RPFKBPP�PELRIA�FDKLOB�QEB�ILKDBO�QBOJ�

d 4EBOB�>OB�J>K V�OB>PLKP�TEV�PJ>II�?RPFKBPPBP�PELRIA�E>SB�>

J>OHBQFKD�MI>K��KLQ�QEB�IB>PQ�LC�TEF@E�FP�QE>Q�>�J>OHBQFKD�MI>K

@>K�EBIM�QEB�?RPFKBPP�JFKFJFWB�OFPH��JFPQ>HBP��>KA�C>FIROBP�

d 7FQELRQ�>�J>OHBQFKD�MI>K��>�PJ>II�?RPFKBPP�@LRIA�?B�JL SFKD�>Q

DOB>Q�PMBBAe?RQ�FK�QEB�TOLKD�AFOB@QFLK�

d . LQ�E>SFKD�>�J>OHBQFKD�MI>K�JB>KP�QE>Q�QEB�?RPFKBPP�@>KKLQ

OB>IFWB�QEB�J>KV�?BKBCFQP�LC�E>SFKD�LKB�

d !�J>O HBQFKD�MI>K�J>V�KLQ�?B�CLO�>II�?RPFKBPPBP��)C�LKB�FP�E>MMV

TFQE�TEBOB�>KA�ELT�>�?RPFKBPP�FP��LKB�J>V�QEFKH�QE>Q�>

J>OHBQFKD�MI>K�FP�KLQ�KBBABA��2BJBJ?BO��QELRDE��QE>Q�@E>KDB

TFII�E>MMBK��>KA�>�?RPFKBPP�J>V�KLQ�?B�OB>AV�CLO�FQ�TFQELRQ�>

J>OHBQFKD�MI>K�

The Marketing Plan

!IQELRDE QEBOB FP KL RKFSBOP>IIV >@@BMQBA CLOJ>Q CLO > J>OHBQFKD

MI>K� QEB OBNRFOBJBKQP @>K ?B DOLRMBA FKQL QEB PBSBK PB@QFLKP

FABKQFCFBA FK QEB CFDROB ?BILT � 4EB J>OHBQFKD MI>K @>K ?B > PQ>KA


>ILKB AL@RJBKQ LO > PB@QFLK LC QEB ?RPFKBPP MI>K� )C FQ FP M>OQ LC QEB

?RPFKBPP MI>K� FQ TFII ARMIF@>QB FKCLOJ>QFLK QE>Q FP MOBPBKQBA FK LQEBO

PB@QFLKP�LC�QEB�?RPFKBPP�MI>K�

��� X#E>MQBO���
�4EB�->OHBQFKD�0I>K



! PLIFA J>OHBQFKD PQO>QBDV FP QEB CLRKA>QFLK LC > TBII
TOFQQBK

J>OHBQFKD MI>K��� >KA QEB J>OHBQFKD PQO>QBDV PELRIA E>SB LKDOLRKA

>KA LKIFKB @LJMLKBKQP FC QEB PJ>II ?RPFKBPP E>P LO T>KQP QL E>SB

> TB? MOBPBK@B� 4EB LKIFKB MLOQFLK LC QEB J>OHBQFKD MI>K PELRIA

?B > MI>K QE>Q @>K ?B FJMIBJBKQBA B>PFIV� ?B @E>KDBA O>MFAIV >P

>MMOLMOF>QB��>KA�PELT�OBPRIQP�NRF@HIV���

.=:�' 6G@:I>C<�* A6C

��� #>PE�-FIIBO��b7 EV�$LBP�9LRO�"RPFKBPP�.BBA�>�'LLA

->O HBQFKD�0I>K��c�9BPCLOJK��/ @QL?BO��������� ��>@@BPPBA

$B@BJ?BO����������T T T �VBPCLOJK�LOD�TE V
ALBP
VLRO


?RPFKBPP
KBBA
>
DLLA
J>O HBQFKD
MI>K�MEM�

��� b!K�/KIFKB�->O HBQFKD�0I>K�CLO�QEB�3J>II�" RPFKBPP

/TKBO�c�7 B?->O HBQFKD.LT ��>@@BPPBA�$B@BJ?BO���������

T T T �T B?J>OHBQFKDKLT �@LJ �TEL �TEL=?RPFKBPP

=L TKBO�EQJI�

#E>MQBO���
�4EB�->OHBQFKD�0I>K X���



Executive Summary

4EB BUB@RQFSB PRJJ>OV FP > LKB
 QL QT L
M>DB PVKLMPFP LC >

@LJM>KVaP J>OHBQFKD MI>K� 4EB PRJJ>OV DFSBP > NRF@H LSBOSFBT L C

QEB J>FK MLFKQP LC QEB MI>K� > PVKLMPFP LC TE>Q > @LJM>KV E>P ALKB�

TE>Q FQ MI>KP QL AL� >KA ELT FQ MI>KP QL DBQ QEBOB��� � 4EB BUB@RQFSB

PRJJ>OV FP CLO QEB MBLMIB TEL I>@H QEB QFJB >KA FKQBOBPQ QL OB>A

��� b( LT�QL�7 OFQB�>�->OHBQFKD�0I>K�c�!OFWLK>�/CCF@B�LC

4LROFPJ��>@@BPPBA�$B@BJ?BO����������T T T �>WLQ�DLS�

AL@RJBKQP�->O HBQFKD=4LLI=+FQ�MAC�

��� X#E>MQBO���
�4EB�->OHBQFKD�0I>K



QEB BKQFOB J>OHBQFKD MI>K ?RQ TEL KBBA > DLLA ?>PF@ RKABOPQ>KAFKD

LC�TE>Q�FQ�FP�>?LRQ���

Executive Summary Example

- ><BJC9SH�!DJGB:I�* 6HI6
Note��4EB�J>OHBQFKD�MI>K�CLO�3FDJRKAaP�'LROJB Q�0>PQ>�FP�>�P>JMIB

PJ>II�?RPFKBPP�J>OHBQFKD�MI>K�MOLSFABA�?V�>KA�@LMVOFDEQBA�?V�0>IL�!IQL
3LCQT >OB��0BOJFPPFLK�E>P�?BBK�DFSBK�QL�QEB�>RQELOP�QL�RPB�QEFP�MI>K�>P
QEB�?>PFP�CLO�QEFP�@E>MQBO��4EFP�MI>K�TFII�?B�RPBA�QEOLRDELRQ�QEFP�@E>MQBO
QL�FIIRPQO>QB�J>OHBQFKD�MI>K�@LK@BMQP��!AAFQFLK>I�@LJMIBQB�P>JMIB
J>OHBQFKD�MI>KP�CLO�PJ>II�?RPFKBPPBP�>OB�>S>FI>?IB�>Q
EQQM��� T T T �JMI>KP�@LJ �

3FDJRKAaP�'LROJB Q�0>PQ>�TFII�?B�QEB�IB>AFKD�M>PQ>�OBPQ>RO>KQ�FK
%RDBKB��/OBDLK��TFQE�>�O>MFAIV�ABSBILMFKD�@LKPRJBO�?O>KA�>KA�DOLTFKD
@RPQLJBO�?>PB��4EB�PFDK>QROB�IFKB�LC�FKKLS>QFSB��MOBJFRJ�M>PQ>�AFPEBP
FK@IRAB�MBPQL�TFQE�PJLHBA�P>IJLK��M>K@BQQ>�>KA�MB>P�IFKDRFKB�FK�>K
!ICOBAL�P>R@B��IL?PQBO�O>SFLIF�FK�>�IL?PQBO�P>R@B��>KA�COBPE�JRPPBIP�>KA
@I>JP�FK�>�J>OFK>O>�P>R@B��3FDJRKAaP�'LROJB Q�0>PQ>�>IPL�PBOSBP�AFPQFK@Q
P>I>AP��ABPPBOQP��>KA�?BSBO>DBP��!II�ABPPBOQP�>OB�J>AB�LK
PFQB�

3FDJRKAaP�'LROJB Q�0>PQ>�TFII�OBFKSBKQ�QEB�M>PQ>�BUMBOFBK@B�CLO
FKAFSFAR>IP��C>JFIFBP��>KA�Q>HBLRQ�@RPQLJBOP�TFQE�AFP@OBQFLK>OV�FK@LJB
?V�PBIIFKD�EFDE
NR>IFQV��FKKLS>QFSB�MOLAR@QP�>Q�>�OB>PLK>?IB�MOF@B�
ABPFDKFKD�Q>PQBCRI��@LKSBKFBKQ�IL@>QFLKP��>KA�MOLSFAFKD�FKARPQOV

?BK@EJ>OH�@RPQLJBO�PBOSF@B��/RO�TB?�MOBPBK@B�BKE>K@BP�LRO�?O>KA�

4L�DOLT�>Q�>�O>QB�@LKPFPQBKQ�TFQE�LRO�L?GB@QFSBP��3FDJRKAaP�FP�LCCBOFKD
>K�>AAFQFLK>I����� �����FK�B NRFQV��%UFPQFKD�JBJ?BOP�TFII�?B�DFSBK�QEB�CFOPQ
LMQFLK�QL�PR?P@OF?B�QL�QEB�>AAFQFLK>I�BNRFQV�QL�>IILT�B>@E�LC�QEBJ�QL
J>FKQ>FK�QEBFO�MBO@BKQ>DB�LC�LTKBOPEFM��4EB�MLOQFLK�KLQ�PR?P@OF?BA�?V
BUFPQFKD�JBJ?BOP�TFII�?B�>S>FI>?IB�QL�MOLPMB@QFSB�KBT�FKSBPQLOP���

��� b->OHBQFKD�0I>K��4EB�%UB@RQFSB�3RJJ>O V�c�3J>II

" RPFKBPP�.LQBP��>@@BPPBA�$B@BJ?BO���������

T T T �PJ>II ?RPFKBPPKLQBP�@LJ �PQ>OQFKD
>
?RPFKBPP�

J>OHBQFKD
MI>K
QEB�
BUB@RQFSB
PRJJ>O V�EQJI�

��� !A>MQBA�COLJ�b0 >PQ>�2BPQ>RO>KQ�->OHBQFKD�0I>K�

3FDJRKAaP�'LROJB Q�0>PQ>�c�-MI>KP�@LJ��>@@BPPBA

$B@BJ?BO����������T T T �JMI>KP�@LJ �M>PQ>=OBPQ>RO>KQ

=J>OHBQFKD=MI>K�B UB@RQFSB=PRJJ>OV=C@�MEM�

#E>MQBO���
�4EB�->OHBQFKD�0I>K X���



Vision and Mission

4EB K>H>DC HI6I:B:C I QOFBP QL >OQF@RI>QB QEB ILKD
QBOJ MROMLPB >KA

FAB>IFWBA KLQFLK LC TE>Q QEB ?RPFKBPP ELMBP QL ?B FK QBOJP LC

DOLTQE� S>IRBP� BJMILVBBP� @LKQOF?RQFLKP QL PL@FBQV� >KA PL

CLOQE_QE>Q FP� TEBOB QEB LTKBO PBBP QEB ?RPFKBPP DLFKD� 3BIC


OBCIB@QFLK ?V QEB ?RPFKBPP CLRKABO FP > SFQ>I >@QFSFQV FC > JB>KFKDCRI

SFPFLK�FP�QL�?B�ABSBILMBA���

Vision Statement Examples

' D7>A: (:LH !6B:H� �:K :ADE:G D; ' D7>A: !6B:H , :A6I>C< ID

�JGG:C I�( :LH�� K:C IH

b/RO SFPFLK FP QL MOLSFAB MBLMIB TFQE > ?OFBC BP@>MB LC CRK LSBO

QEB @LROPB LC QEBFO KLOJ>I A>V� 7 B AL QEFP ?V MOLSFAFKD QEBJ TFQE

QFJBIV FKQBO>@QFSB D>JBP QE>Q QEBV @>K >@@BPP LK QEBFO JL?FIB

ABSF@BP_D>JBP QE>Q >OB B>PV QL MI>V >KA E>SB PLJB @LKKB@QFLK TFQE

@ROOBKQ�MLM�@RIQROB�KBTP�c��

( :DC�' :BDG>:H�� >C:G

b. BLK - BJLOFBP $FKBO FP > MI>@B CLO C>JFIV QLDBQEBOKBPP

LOD>KFWBA >OLRKA > @LJJLK IL SB LC QEB QO>AFQFLK>I !JBOF@>K AFKBO

>KA QEB PFJMIBO QFJBP LC QEB a��P >KA a��P� .BLK - BJLOFBP $FKBO

��� *>V�%??BK��b$BSBILMFKD�%CCB@QFSB�6FPFLK�>KA�-FPPFLK

3Q>QBJBKQP�c�)K@���&B?OR>OV����������>@ @BPPBA�$B@BJ?BO

���������T T T �FK@�@LJ �OBPLRO@BP�PQ>OQRM�>OQF@IBP�

����� ��� �JFPPFLKPQ>QBJBKQ�EQJI�

��� b3>JMIB�->OHBQFKD�0I>K�c�- LOB" RPFKBPP�@LJ��>@@BPPBA

$B@BJ?BO����������T T T �JLOB?RPFKBPP�@LJ �

QBJMI>QBP=TLOHPEBBQP�?MI>KP�MOFKQMOB�?O@�

��� X#E>MQBO���
�4EB�->OHBQFKD�0I>K



QO>KP@BKAP > QVMF@>I QEBJB OBPQ>RO>KQ ?V MRQQFKD OB>I EB>OQ FKQL

@RPQLJBO PBOSF@B >KA QEB NR>IFQV LC FQP CLLA PL QE>Q FQP RKFNRB

MOBPBKQ>QFLK >KA OBCBOBK@BP QL QFJBP M>PQ >OB GRPQ M>OQ LC QEB

MF@QROB�c��

" V @LKQO>PQ� QEBB>HH>DC HI6I:B:C I CLO QEB J>OHBQFKD MI>K ILLHP QL

>OQF@RI>QB QEB JLOB CRKA>JBKQ>I K>QROB LC QEB ?RPFKBPP �F�B�� TEV QEB

?RPFKBPP BUFPQP	� ! @LJM>KVaP JFPPFLK FP FQP PBKPB LC MROMLPB_QEB

OB>PLK TEV QEB LTKBO DBQP RM BSBOV A>V >KA ALBP TE>Q EB LO PEB

ALBP� )Q @>MQROBP QEB LTKBOaP S>IRBP >KA SFPFLKP� >ILKD TFQE QE>Q

LC QEB BJMILVBBP �FC >MMIF@>?IB	 >KA @LJJRKF QV MIRP PRMMIFBOP >KA

PQ>HBELIABOP� )Q IFQBO>IIV FP QEB CLRKA>QFLK LC > @LJM>KVaP CRQROB���

!P PR@E� QEB JFPPFLK PQ>QBJBKQ FP >K FJMLOQ>KQ CLRKA>QFLK LC >

?RPFKBPPaP J>OHBQFKD MI>K� )Q FP @LJJLK C LO QEB JFPPFLK PQ>QBJBKQ

QL >MMB>O FK QEB J>OHBQFKD PQO>QBDV PB@QFLK LC QEB J>OHBQFKD MI>K� )Q

FP >IPL @LJJLK C LO QEB MI>K QL FK@IRAB BFQEBO > SFPFLK PQ>QBJBKQ LO

>�JFPPFLK�PQ>QBJBKQ�?RQ�KLQ�?LQE�

Mission Statement Examples

� >HC:N

��� b2BPQ>RO>KQ�->OHBQFKD�0I>K��. BLK�- BJLOFBP�$FKBO�c

-0 I>KP�@LJ��>@@BPPBA�$B@BJ?BO���������

T T T �JMI>KP�@LJ �OBPQ>RO>KQ=J>OHBQFKD=MI>K�
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Situation Analysis
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Market Summary Example
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The Market and Its Attributes
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Demographics for SigmundÕs Gourmet Pasta
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Estimated Market Growth for SigmundÕs Gourmet
Pasta
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Identifying and Meeting Market Needs for SigmundÕs
Gourmet Pasta
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d � 88:HH>7>A>IN� 4EB�M>QOLK�@>K�D>FK�>@@BPP�QL�QEB�OBPQ>RO>KQ�TFQE

JFKFJ>I�T >FQP�>KA�@>K�@ELLPB�QEB�LMQFLK�LC�AFKB�FK�LO�Q>HBLRQ�
d �JHIDB:G�H:G K>8:�0>QOLKP�TFII�?B�FJMOBPPBA�TFQE�QEB�IBSBI�LC

>QQBKQFLK�QE>Q�QEBV�OB@BFSB�
d �DB E:I>I>K:�EG>8>C<�!II�MOLAR@QP�PBOSF@BP�TFII�?B�@LJMBQFQFSBIV

MOF@BA�OBI>QFSB�QL�@LJM>O>?IB�EFDE
BKA�M>PQ>�>KA�)Q>IF>K�OBPQ>RO>KQP�

Identifying Market Trends for SigmundÕs Gourmet
Pasta

4EB�J>OHBQ�QOBKA�CLO�OBPQ>RO>KQP�FP�EB>ABA�QLT >OA�>�JLOB�PLMEFPQF@>QBA
@RPQLJBO��4EB�OBPQ>RO>KQ�M>QOLK�QLA>V�OBI>QFSB�QL�VBPQBOA>V�FP�JLOB
PLMEFPQF@>QBA�FK�PBSBO>I�AFCCBOBKQ�T>VP�
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d  DD9�FJ6A>IN� 4EB�MOBCBOBK@B�CLO�EFDE
NR>IFQV�FKDOBAFBKQP�FP�FK@OB>PFKD
>P�@RPQLJBOP�IB>OK�QL�>MMOB@F>QB�QEB�NR>IFQ>QFSB�AFCCBOBK@B�

d *G:H:C I6I>DC�6EE:6G 6C8:� !P�MOBPBKQ>QFLK�LC�>K�BIBJBKQ�LC�QEB
@RIFK>OV�BUMBOFBK@B�?B@LJBP�JLO B�MBOS>PFSB��M>QOLKP�>OB�IB>OKFKD�QL
>MMOB@F>QB�QEFP�>PMB@Q�LC�QEB�FKARPQOV�

d " :6AI=�8DCH8>DJHC:HH�!P�!JBOF@>KP�FK�DBKBO>I�>OB�JLOB�@LDKFW>KQ�LC
QEBFO�EB>IQE��BSFABK@BA�?V�QEB�FK@OB>PB�FK�FKAFSFAR>IP�BUBO@FPFKD�>KA
EB>IQE
@IR?�JBJ?BOPEFMP��M>QOLKP�>OB�OBNRBPQFKD�JLOB�EB>IQEV
>IQBOK>QFSBP�TEBK�QEBV�B>Q�LRQ��4EBV�OB@LDKFWB�QE>Q�>K�BKQO] B�@>K�?B
?LQE�NRFQB�Q>PQV�>KA�OB>PLK>?IV�DLLA�CLO�VLR�

d -:A:8I>DC� 0BLMIB�>OB�ABJ>KAFKD�>�I>ODBO�PBIB@QFLK�LC�CLLAP��4EBV�KL
ILKDBO�>@@BMQ�>�IFJFQBA�JBKR�

4EB�OB>PLK�CLO�QEFP�QOBKA�FP�QE>Q�TFQEFK�QEB�I>PQ�CBT�VB>OP��OBPQ>RO>KQ
LCCBOFKDP�E>SB�FK@OB>PBA��MOLSFAFKD�@RPQLJBOP�TFQE�KBT�@ELF@BP�
2BPQ>RO>KQ�M>QOLKP�KL�ILKDBO�KBBA�QL�>@@BMQ�>�IFJFQBA�KRJ?BO�LC�LMQFLKP�
7FQE�JLOB�@ELF@BP��M>QOLKP�E>SB�?B@LJB�JLO B�PLMEFPQF@>QBA��4EFP�QOBKA�FP
FKQRFQFSB�>P�VLR�@>K�L?PBOSB�>�JLOB�PLMEFPQF@>QBA�M>QOLK�FK�I>ODBO�@FQV
J>OHBQP�PR@E�>P�3B>QQIB��0LOQI>KA��LO�.BT�9 LOH��TEBOB�QEBOB�>OB�JLOB
@ELF@BP��0BLMIB�>OB�>IPL�FK@OB>PFKDIV�BUMB@QFKD�>�TB?�MOBPBK@B�CLO
OBPQ>RO>KQP��4EFP�MOBPBK@B�FK@IRABP�>�TB?PFQB��>�JBJ?BOPEFM�LK�&>@B?LLH�
>KA�LCQBKQFJBP�>�4TFQQBO�MOBPBK@B��4EB�FJMLOQ>K@B�LC�>�TB?PFQB�>KA�QEB
RPB�LC�PL@F>I�JBAF>�@>KKLQ�?B�RKABOBPQFJ>QBA�

Competition

%SBOV J>OHBQFKD MI>K PELRIA FK@IRAB >K >PPBPPJBKQ LC QEB

@LJMBQFQFLK� TEL QEBV >OB� TE>Q QEBV LCCBO� QEBFO DOLTQE O>QBP �FC

HKLTK	� >KA QEBFO J>OHBQ PE>OB �FC HKLTK	� ->O HBQ PE>OB FP ABCFKBA

>P QEB MBO@BKQ>DB LC QLQ>I P>IBP SLIRJB FK > J>OHBQ QE>Q FP @>MQROBA

?V > ?O>KA� > MOLAR@Q� LO > @LJM>KV��� 4EFKH LC QEB J>OHBQ >P >

��� !A>MQBA�COLJ�b0 >PQ>�2BPQ>RO>KQ�->OHBQFKD�0I>K�

3FDJRKAaP�'LROJB Q�0>PQ>�c�-MI>KP�@LJ��>@@BPPBA

$B@BJ?BO����������E QQM��� T T T �JMI>KP�@LJ �

M>PQ>=OBPQ>RO>KQ=J>OHBQFKD=MI>K�

J>OHBQFKD=PQO>QBDV=C@�MEM�

��� b->OHBQ�3E>OB�c�"RPFKBPP$F@QFLK>OV�@LJ��>@@BPPBA

��� X#E>MQBO���
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MFB� TFQE B>@E PIF@B ?BFKD > bPE>OBc LC QE>Q MFB� 4EB I>ODBO QEB PIF@B�

QEB I>ODBO QEB MBO@BKQ>DB LC P>IBP SLIRJB @>MQROBA ?V > ?O>KA� >

MOLAR@Q� LO > @LJM>KV� 7FQE >II QEFP HKLT IBADB� > ?RPFKBPP TFII

?B FK QEB ?BPQ MLPFQFLK QL AFCCBOBKQF>QB FQPBIC FK QEB J>OHBQMI>@B�

( LT BSBO� TEFIB QEB P>IBP CFDROBP LC > ?RPFKBPP >OB B>PFIV >@@BPPF?IB�

FQ FP KLQ IFHBIV QE>Q QEB LTKBO TFII E>SB BFQEBO QLQ>I J>OHBQ P>IBP

CFDROBP LO DOLTQE O>QB� P>IBP CFDROBP� >KA J>OHBQ PE>OB FKCLOJ>QFLK

CLO QEB @LJMBQFQFLK� 4EFP FKCLOJ>QFLK� FC >S>FI>?IB >Q >II� FP RPR>IIV

>S>FI>?IB COLJ QO>AB >PPL@F>QFLKP >KA J>OHBQ OBPB>O@E CFOJP�� � TFQE

QEB IFHBIFELLA ?BFKD BSBK IBPP FC QEB FKCLOJ>QFLK ABPFOBA FP >?LRQ

LQEBO PJ>II ?RPFKBPPBP� #LJMBQFQLO TB?PFQBP >KA )KQBOKBQ PB>O@EBP

J> V MOLSB EBIMCRI� ?RQ ?B@>RPB JLPQ PJ>II ?RPFKBPPBP >OB MOFS>QBIV

EBIA� QEB FKCLOJ>QFLK >S>FI>?IB LKIFKB TFII ?B IFJFQBA� !P > OBPRIQ� VLR

TFII ?B OBPQOF@QBA FK QEB FKCLOJ>QFLK QE>Q VLR @>K @LIIB@Q >?LRQ QEB

@LJMBQFQFLK QL QEFKDP QE>Q @>K B>PFIV ?B L?PBOSBA FK MBOPLK LO >OB

>S>FI>?IB LK @LJM>KV TB?PFQBP� %U>JMIBP FK@IRAB MOLAR@Q PBIB@QFLK�

MOF@B�MLFKQP��PBOSF@B�NR>IFQV��>KA�MOLAR@Q�NR>IFQV�

#LJMB QFQFLK PELRIA ?B >AAOBPPBA FK QBOJP LC ?BFKD AFOB@Q LO

FKAFOB@Q� � >G:8I 8DB E:I>I>DC OBCBOP QL @LJMBQFQFLK COLJ PFJFI>O

?RPFKBPPBP LO MOLAR@QP� TEBOB>P >C9>G:8I 8DB E:I>I>DC OBCBOP QL

@LJMBQFQFLK COLJ >IQBOK>QFSB� PR?PQFQRQ>?IB ?RPFKBPPBP LO MOLAR@QP�

)K QEB @>PB LC 3FDJRKAaP 'LROJB Q 0>PQ>� AFOB@Q @LJMBQFQFLK TLRIA

@LJB COLJ LQEBO OBPQ>RO>KQP QE>Q PBOSB M>PQ>� )KAFOB@Q @LJMBQFQFLK

T LRIA @LJB COLJ LQEBO QVMBP LC CRII
PBOSF@B OBPQ>RO>KQP� C>PQ CLLA�

QEB COBBWBO
 LO MOBM>OBA
CLLAP >OB>P FK QEB DOL@BOV PQLOB� ABIFP�

MOBM>O>QFLK PBOSF@BP QE>Q Q>ODBQ QEB ELJB� >KA BSBK LKIFKB

?RPFKBPPBP QE>Q PBII MOBM>OBA CLLAP �( LJB " FPQOL	� ->K V FC KLQ JLPQ

PJ>II�?RPFKBPP�J>OHBQFKD�MI>KP�>AAOBPP�LKIV�AFOB@Q�@LJMBQFQFLK�

$B@BJ?BO����������T T T �?RPFKBPPAF@QFLK>OV�@LJ �

ABCFKFQFLK�J>O HBQ
PE>OB�EQJI�

� �� b->OHBQ�3E>OB�c�1RF@H-"!��>@@BPPBA�$B@BJ?BO���������

T T T �NRF@HJ?>�@LJ �J>O HBQFKD�J>OHBQ
PE>OB�
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Direct Competition for SigmundÕs Gourmet Pasta

�� ( 6I>DC6A��DBE:I>I>DC

� * 6HI67>A>I>:H� /C CBOP�@LKPRJBOP�QEBFO�@ELF@B�LC�KLLAIBP��P>R@BP�
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QEBV�TFPE��&LLA�NR>IFQV�FP�>SBO>DB�

� * 6HI6 G:H=� ( >P�>�IFJFQBA�PBIB@QFLK��?RQ�QEB�AFPEBP�>OB
>PPBJ?IBA�TFQE�EFDE
NR>IFQV�FKDOBAFBKQP��4EB�MOF@B�MLFKQ�FP�EFDE�
?RQ�QEB�CLLA�FP�NRFQB�DLLA�

� * 6HI6�1 DG@H�/C CBOP�M>PQ>�QE>Q�FP�OB>PLK>?IV�COBPE��OB>PLK>?IV
FKKLS>QFSB��>KA�>Q�>�ILT BO�MOF@B�MLFKQ��4EB�@LJM>KV�T>P�PLIA�>
CBT�VB>OP�>DL��>KA�@LKPBNRBKQIV�QEB�AFOB@QFLK�LC�J>K>DBJBKQ
E>P�?BBK�PQ>DK>KQ�I>QBIV��TEF@E�E>P�OBPRIQBA�FK�BU@BPPFSB
BJMILVBB�QROKLSBO�

� * :G;:8I�* 6HI6�/C CBOP�JBAFRJ
MOF@BA�M>PQ>�AFPEBP�QE>Q�RPB
>SBO>DB�FKDOBAFBKQP��KL�@OB>QFSFQV��>KA�>�IBPP�QE>K�>SBO>DB�PQLOB
>QJLPMEBOB��3FDJRKAaP�FP�KLQ�PROB�ELT�QEFP�@LJM>KV�E>P�?BBK
>?IB�QL�DOLT�FK�PFWB�>P�QEBFO�TELIB�MOLAR@Q�FP�JBAFL@OB�>Q�?BPQ�

�� &D86A��DBE:I>I>DC

� , :HI6JG6CI��� 4EFP�FP�>K�RMP@>IB�)Q>IF>K�OBPQ>RO>KQ�TFQE�>�IFJFQBA
PBIB@QFLK�LC�M>PQ>�AFPEBP��!IQELRDE�QEB�PBIB@QFLK�FP�IFJFQBA�>KA
MOF@BV��QEB�AFPEBP�>OB�NRFQB�DLLA�

� , :HI6JG6CI��� !K�) Q>IF>K�OBPQ>RO>KQ�TFQE�>�AB@BKQ�M>PQ>
PBIB@QFLK��ELT BSBO��QEB�NR>IFQV�FP�FK@LKPFPQBKQ�

� , :HI6JG6CI��� !K�RMP@>IB�OBPQ>RO>KQ�TFQE�>�I>ODB�TFKB�PBIB@QFLK
>KA�DLLA�P>I>AP��%SBOVQEFKD�BIPB�FP�JBAFL@OB�>Q�?BPQ�>KA
LSBOMOF@BA��3BOSF@B�@>K�LCQBK�?B�MLLO���

��� b0>PQ>�2BPQ>RO>KQ�->OHBQFKD�0I>K��3FDJRKAaP�'LROJB Q

0>PQ>�c�-MI>KP�@LJ��>@@BPPBA�$B@BJ?BO���������

T T T �JMI>KP�@LJ �M>PQ>=OBPQ>RO>KQ=J>OHBQFKD=MI>K�

J>OHBQFKD=PQO>QBDV=C@�MEM�
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Product or Service Offering

4EB J>OHBQFKD MI>K JRPQ ?B SBOV @IB>O >?LRQ QEB MOLAR@Q LO QEB

PBOSF@B QE>Q FP ?BFKD LCCBOBA QL QEB J>OHBQMI>@B ?B@>RPB QEB MOLAR@Q

AOFSBP QEB @OB>QFLK LC QEB J>OHBQFKD JFU >KA QEB J>OHBQFKD PQO>QBDV�

!K BOOLO FK MOLAR@Q FABKQFCF@>QFLK >KA ABCFKFQFLK @>K TOB>H E>SL@

FK QEB @LJM>KV >KA FK QEB J>OHBQMI>@B ?B@>RPB JFPAFOB@QBA

J>OHBQFKD >@QFLKP @>K L@@RO� 4EB OBPMLKPF?FIFQV CLO QEB MOLAR@Q

ABCFKFQFLKP OBPQP PNR>OBIV TFQE QEB LTKBO� &LO BU>JMIB� FC > ?RPFKBPP

FP > IFSB QEB>QBO QE>Q CB>QROBP SBOV PLMEFPQF@>QBA MI>VP� TLRIA VLR

ABCFKB QEB MOLAR@Q >P BKQBOQ>FKJBKQ LO >OQ� 4EB >KPTBO QL QEFP

NRBPQFLK TFII E>SB J>GLO FJMIF@>QFLKP CLO > @LJM>KVaP J>OHBQFKD

PQO>QBDV�

4EB MOLAR@Q LO QEB PBOSF@B LCCBOFKD JRPQ >IPL @LKPFABO >

@LJM>KVaP TB?PFQB ?B@>RPB > TB? MOBPBK@B TFII ?B >K FJMLOQ>KQ

M>OQ�LC�TE>Q�FP�LCCBOBA�QL�@RPQLJBOP�
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Service Offering for SigmundÕs Gourmet Pasta

3FDJRKAaP�E>P�@OB>QBA�DLROJBQ�M>PQ>P�>KA�P>I>AP�QE>Q�>OB�AFCCBOBKQF>QBA
>KA�PRMBOFLO�QL�@LJMBQFQLOP��#RPQLJBOP�@>K�Q>PQB�QEB�NR>IFQV�>KA
COBPEKBPP�LC�QEB�MOLAR@Q�FK�BSBOV�?FQB��4EB�CLIILTFKD�>OB�QEB
@E>O>@QBOFPQF@P�LC�QEB�MOLAR@Q�

d 3FDJRKAaP�M>PQ>�ALRDE�FP�J>AB�TFQE�)Q>IF>K�PBJLIFK>�CILRO�
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d 7FKBP�>OB�MBOPLK>IIV�PBIB@QBA�?V�QEB�LTKBO�4EB�>RQELOP�LC�QEFP

QBUQ?LLH�>AABA�QEFP�MOLAR@Q�@E>O>@QBOFPQF@�

! Q�3FDJRKAaP��CLLA�FP�KLQ�>�MOLAR@Q��QEB�BUMBOFBK@B�LC�AFKFKD�FP�>�PBOSF@B�
3FDJRKAaP�MOFABP�FQPBIC�LK�MOLSFAFKD�PBOSF@B�QE>Q�FP�LK�M>O�TFQE�CFKB
AFKFKD��4EFP�FP�>@@LJMIFPEBA�QEOLRDE�>K�BUQBKPFSB�QO>FKFKD�MOLDO>J�>KA
EFOFKD�LKIV�BUMBOFBK@BA�BJMILVBBP���

� I�6�! A6C8:R.=:�*G DIDINE:�- ><BJC9SH�-IDG:

d ,L@>QFLK��>K�RMP@>IB�J>II��>�PR?RO?>K�KBFDE?LOELLA��LO�>K�RO?>K
OBQ>FI�AFPQOF@Q

d $BPFDK��?OFDEQ��EFM��@IB>K
d 3FWB�������^ �� ����PNR>OB�CBBQ
d &LO�MBLMIB�TEL�AFKB�FK��>K�FKQBO>@QFSB�AFKFKD�BUMBOFBK@B�TFII�?B

>S>FI>?IB�QEOLRDE�QEB�F0>A��!�SFOQR>I�TFKB�@BII>O�>MMIF@>QFLK�TFII�>IILT
AFKBOP�QL�CIFM�QEOLRDE�3FDJRKAaP�>PPLOQJBKQ�LC�TFKBP�>KA�J>HB�>K
BAR@>QBA�AB@FPFLK��$FKBOP�TFII�?B�>?IB�QL�PMFK�QEB�?LQQIBP�>OLRKA�QL
SFBT�QEB�?>@H�I>?BI��OB>A�OBSFBTP��SFBT�QEB�SFKBV>OA�LK�'LLD IB�J>MP�
PB>O@E�TFKB�?V�MOF@B�>KA�OBDFLK��>KA�PBB�FKCLOJ>QFLK�>?LRQ�CLLA
M>FOFKDP�4EB�>RQELOP�LC�QEFP�QBUQ?LLH�>AABA�QEFP�AFJBKPFLK�LC
3FDJRKAaP�0OLQLQVMB�3QLOB��AO>TFKD�COLJ�QEB�CLIILTFKD�QT L
>OQF@IBP���

d %JMILVBBP��PFU�QL�PBSBK�CRII�QFJB
d 3B>QFKD����^��
d 4VMBP�LC�QO>KP>@QFLKP�����MBO@BKQ�AFKB�FK�����MBO@BKQ�Q>HBLRQ

- ><BJC9SH�L:7H>I:
4EFP�FKCLOJ>QFLK�>?LRQ�QEB�3FDJRKAaP�TB?PFQB�FP�>�@LJ?FK>QFLK�LC�QEB

FAB>P�LC�QEB�>RQELOP�LC�QEFP�QBUQ?LLH�>KA�QEB�CLIILTFKD�QT L�P>JMIB
J>OHBQFKD�MI>KP��� TFII�BAR@>QB�MOLPMB@QP�TFQE�>K�BVB�QLT >OA
BK@LRO>DFKD�QEBJ�QL�QOV�QEB�OBPQ>RO>KQ�>KA�QEBK�OBQROK��3FQB�SFPFQLOP�TFII
?B�FKCLOJBA�>?LRQ�QEB�JBKR�>KA�QEB�OBPQ>RO>KQaP�@LJJF QJBKQ�QL�NR>IFQV
FK�RPFKD�ELJBJ>AB�M>PQ>�J>AB�TFQE�)Q>IF>K�PBJLIFK>�CILRO��FJMLOQBA
@EBBPBP��LOD>KF@�SBDBQ>?IBP�QE>Q�>OB�ABIFSBOBA�QEOBB�QFJBP�>�TBBH��>KA
QLM
PEBIC�JB>QP��4EB�TB?PFQB�TFII�KLQ�PBII�QEFKDP�AFOB@QIV�

0OLPMB@QFSB�@RPQLJBOP�TFII�?B�BK@LRO>DBA�QEOLRDE�QEB�T>OJ�>KA
COFBKAIV�>QJLPMEBOB�LC�QEB�TB?PFQB��!�MELQL�D>IIBOV�TFII�MOLSFAB�>�SFPR>I
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��� b0>PQ>�2BPQ>RO>KQ�->OHBQFKD�0I>K��3FDJRKAaP�'LROJB Q

0>PQ>�c�-MI>KP�@LJ��>@@BPPBA�$B@BJ?BO���������

T T T �JMI>KP�@LJ �M>PQ>=OBPQ>RO>KQ=J>OHBQFKD=MI>K�

J>OHBQFKD=PQO>QBDV=C@�MEM�

��� " OLAFB�"BQ>��b(LT�2 BPQ>RO>KQP�!OB�5PFKD�QEB�F0>A�c�4EB

. BUQ�7B?��-> V����������>@ @BPPBA�$B@BJ?BO���������

QEBKBUQT B?�@LJ �>MMIB����� ��� ��� �

ELT 
OBPQ>RO>KQP
>OB
RPFKD
QEB
FM>A���b !MMIB�F0>A

2BPQ>RO>KQ�- BKRP��4EB�.BT�7 >V�QL�/OABO�&LLA�c

1RF@H/KIFKB4FMP�@LJ��*RKB�������� ��>@@BPPBA�$B@BJ?BO

���������T T T �NRF@HLKIFKBQFMP�@LJ �>O@EFSBP����� ��� �

>MMIB
FM>A�
OBPQ>RO>KQ
JBKRP�

��� b,L@>IIV�0OLAR@BA�#ILQEFKD�2BQ>FIBO�->OHBQFKD�0I>K�

,L@>I�4EOB>AP�c�-0 I>KP�@LJ��>@@BPPBA�$B@BJ?BO���������

T T T �JMI>KP�@LJ �IL@>IIV=MOLAR@BA=@ILQEFKD=OBQ>FIBO

=J>OHBQFKD=MI>K�J>O HBQFKD=SFPFLK=C@�MEM�

b2BPQ>RO>KQ�->OHBQFKD�0I>K��. BLK�- BJLOFBP�$FKBO�c

-0 I>KP�@LJ��>@@BPPBA�$B@BJ?BO���������

T T T �JMI>KP�@LJ �OBPQ>RO>KQ=J>OHBQFKD=MI>K�

J>OHBQFKD=SFPFLK=C@�MEM�
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QLRO�LC�QEB�OBPQ>RO>KQ�QL�ABJLKPQO>QB�FQP�A]@LO�>KA�>QJLPMEBOB��4EB
M>DBP�LC�QEB�TB?PFQB�TFII�FK@IRAB�QEB�CLIILTFKD�

d 4EB�JFPPFLK�>KA�SFPFLK�LC�QEB�OBPQ>RO>KQ��FK@IRAFKD�>�MOLCFIB�LC�QEB
CLRKABO��BJME>PFWFKD�TFKB�BUMBOQFPB

d !�AFP@RPPFLK�LC�QEB�@LJJF QJBKQ�QL�QLM
NR>IFQV�FKDOBAFBKQP�>KA�>
QLM
NR>IFQV�@RPQLJBO�AFKFKD�BUMBOFBK@B

d !�PIFAB�PELT�SFOQR>I�QLRO�LC�QEB�OBPQ>RO>KQ
d $FKFKD
FK�>KA�Q>HBLRQ�JBKRP
d $FOB@QFLKP��ELROP��>KA�@LKQ>@Q�FKCLOJ>QFLK��?LQE�QBIBMELKB�>KA

B
J>FI	
d ,FKHP�QL�&>@B?LLH�>KA�4TFQQBO
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Strengths for SigmundÕs Gourmet Pasta
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Weaknesses for SigmundÕs Gourmet Pasta
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Opportunities for SigmundÕs Gourmet Pasta
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?RPFKBPP J>V ?B KFJ?IB BKLRDE QL BCCB@QFSBIV AB>I TFQE QEOB>QP

?B@>RPB�LC�FQP�PJ>II�PFWB�

Threats for SigmundÕs Gourmet Pasta
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Keys to Success and Critical Issues
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Keys to Success for SigmundÕs Gourmet Pasta
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Marketing Strategy

4EB J>OHBQFKD PQO>QBDV PB@QFLK LC QEB J>OHBQFKD MI>K FKSLISBP

PBIB@QFKD LKB LO JLOB Q>ODBQ J>OHBQP� AB@FAFKD ELT QL AFCCBOBKQF>QB

>KA MLPFQFLK QEB MOLAR@Q LO QEB PBOSF@B� >KA @OB>QFKD >KA

J>FKQ>FKFKD > J>OHBQFKD JFU QE>Q TFII ELMBCRIIV MOLSB PR@@BPPCRI

TFQE QEB PBIB@QBA Q>ODBQ J>OHBQ�P	_>II TFQEFK QEB @LKQBUQ LC QEB

J>OHBQFKD L?GB@QFSBP� )Q >IPL FK@IRABP > TB? PQO>QBDV CLO QEB PJ>II
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Introduction to Marketing Strategy for SigmundÕs
Gourmet Pasta
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Marketing Objectives
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L?GB@QFSBP FP LKB LC QEB JLPQ @OFQF@>I PQBMP > ?RPFKBPP TFII Q>HB�

"LQE LKIFKB >KA LKDOLRKA L?GB@QFSBP JRPQ ?B FK@IRABA� ! ?RPFKBPP

JRPQ HKLT � >P MOB@FPBIV >P MLPPF?IB� TE>Q FQ T>KQP QL >@EFBSB ?BCLOB

>IIL@>QFKD�>KV�OBPLRO@BP�QL�QEB�J>OHBQFKD�BCCLOQ�

Marketing Objectives for SigmundÕs Gourmet Pasta

�� ->FKQ>FK�MLPFQFSB��PQB>AV�DOLTQE�B>@E�JLKQE�
�� 'BKBO>QB�>Q�IB>PQ���� �����FK�P>IBP�B>@E�JLKQE�
�� %UMBOFBK@B�>K�FK@OB>PB�FK�KBT�@RPQLJBOP�TEL�?B@LJB�ILKD
QBOJ

@RPQLJBOP�
�� 2B>IFWB�>�DOLTQE�PQO>QBDV�LC�LKB�PQLOB�MBO�VB>O��� �
�� !@EFBSB�LKB�QELRP>KA�&>@B?LLH�C>KP�FK�PFU�JLKQEP���
�� !@EFBSB�>�4TFQQBO�CLIILT BO�?>PB�LC�CFSB�ERKAOBA�MBLMIB�FK�PFU

JLK QEP���

9LR�PELRIA�KLQB�QE>Q�QEB�CFOPQ�>KA�QEFOA�L?GB@QFSBP�FK�QEFP�P>JMIB
J>OHBQFKD�MI>K�AL�KLQ�JBBQ�PLJB�LC�QEB�3-!24�@OFQBOF>_PMB@FCF@�
JB >PRO>?IB��>@EFBS>?IB��OB>IFPQF@��>KA�QFJB
?>PBA��>�PQ>QBA�QFJB�CO>JB�CLO
>@EFBSBJBKQ	��4EBPB�QT L�L?GB@QFSBP�>OB�KLQ�PMB@FCF@�BKLRDE�QL�?B
JB >PRO>?IB��>KA�QEBV�J> V�KLQ�?B�OB>IFPQF@��4EFP�TFII�J>HB�FQ�AFCCF@RIQ�QL
ABQBOJFKB�QEB�BUQBKQ�QL�TEF@E�QEBV�E>SB�?BBK�LO�@>K�?B�>@@LJMIFPEBA�

3FDJRKAaP�'LROJB Q�0>PQ>�c�-MI>KP�@LJ��>@@BPPBA
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=OBPQ>RO>KQ=J>OHBQFKD=MI>K�

J>OHBQFKD=PQO>QBDV=C@�MEM�

��� !A>MQBA�COLJ�b0 >PQ>�2BPQ>RO>KQ�->OHBQFKD�0I>K�
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Target Market

4EB Q>ODBQ J>OHBQ FP QEB PBDJBKQ QE>Q E>P ?BBK FABKQFCFBA >P E>SFKD

QEB DOB>QBPQ MLQBKQF>I CLO > ?RPFKBPP� ! PBDJBKQ FP > OBI>QFSBIV

ELJLDBKBLRP PR?DOLRM QE>Q ?BE>SBP JR@E QEB P>JB T>V FK QEB

J>OHBQMI>@B� 4EB FABKQFCF@>QFLK LC PBDJBKQP FP > KB@BPP>OV

MOB@ROPLO QL PBIB@QFKD > Q>ODBQ J>OHBQ� 4EB JLOB MOB@FPB QEB Q>ODBQ

J>OHBQ FP� QEB B>PFBO FQ TFII ?B QL @OB>QB > J>OHBQFKD JFU QE>Q TFII

>MMB>I�QL�QEB�Q>ODBQ�J>OHBQ�
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=OBPQ>RO>KQ=J>OHBQFKD=MI>K�
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Target Markets for SigmundÕs Gourmet Pasta

4EB�J>OHBQ�@>K�?B�PBDJBKQBA�FKQL�QEOBB�Q>ODBQ�MLMRI>QFLKP�

�� #C9>K>9J6AH�0BLMIB�TEL�AFKB�?V�QEBJPBISBP�
��  6B>A>:H�!�DOLRM�LC�MBLMIB��BFQEBO�COFBKAP�LO�>�DOLRM�LC�KR@IB>O

OBI>QFSBP��AFKFKD�QLDBQEBO�
�� . 6@:DJ I� 0BLMIB�TEL�MOBCBO�QL�B>Q�3FDJRKAaP�CLLA�FK�QEBFO�LTK

ELJBP�LO�>Q�>�IL@>QFLK�LQEBO�QE>K�QEB�>@QR>I�OBPQ>RO>KQ�

3FDJRKAaP�@RPQLJBOP�>OB�ERKDOV�FKAFSFAR>IP�?BQT BBK�QEB�>DBP�LC����>KA
�� ��J>HFKD�RM����MBO@BKQ�LC�%RDBKB��>@@LOAFKD�QL�QEB�%RDBKB�#E>J?BO
LC�#LJJBO@B	��!DB�FP�KLQ�QEB�JLPQ�ABCFKBA�ABJLDO>MEF@�LC�QEFP
@RPQLJBO�?>PB��>P�>II�>DB�DOLRMP�BKGLV�M>PQ>��4EB�JLPQ�ABCFKBA
@E>O>@QBOFPQF@�LC�QEB�Q>ODBQ�J>OHBQ�FP�FK@LJB��'LROJB Q�M>PQ>�PQLOBP�E>SB
?BBK�SBOV�PR@@BPPCRI�FK�EFDE
OBKQ��JFUBA
RPB�RO?>K�>OB>P��PR@E�>P
. LOQET BPQ���OA�3QOBBQ�FK�0LOQI>KA��4EBPB�>OB>P�E>SB�>�I>ODB�A>V�>KA
KFDEQ�MLMRI>QFLK�@LKPFPQFKD�LC�?RPFKBPPMBLMIB�>KA�C>JFIFBP�TEL�E>SB
ELRPBELIA�AFPMLP>?IB�FK@LJBP�LSBO���� ���� �

#LJ?FKFKD�PBSBO>I�HBV�ABJLDO>MEF@�C>@QLOP��3FDJRKAaP�MOLCFIB�LC�QEB
MOFJ>OV�@RPQLJBO�FP�>P�CLIILTP�

d 3LMEFPQF@>QBA�C>JFIFBP�TEL�IFSB�KB>O?V
d 9LRKD�MOLCBPPFLK>IP�TEL�TLOH�@ILPB�QL�QEB�IL@>QFLK
d 3ELMMBOP�TEL�M>QOLKFWB�EFDE
OBKQ�PQLOBP��

Positioning

4EB* DH>I>DC>C<PB@QFLK LC QEB J>OHBQFKD MI>K OBCIB@QP QEB AB@FPFLKP

QE>Q E>SB ?BBK J>AB >?LRQ ELT > @LJM>KV MI>KP QL bMI>@Bc FQP

��� b0>PQ>�2BPQ>RO>KQ�->OHBQFKD�0I>K��3FDJRKAaP�'LROJB Q

0>PQ>�c�-MI>KP�@LJ��>@@BPPBA�$B@BJ?BO���������
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J>OHBQFKD=PQO>QBDV=C@�MEM�
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?RPFKBPP FK > @LKPRJBOaP JFKA in r elation to QEB @LJMBQFQFLK� )P

> M>OQF@RI>O ?RPFKBPP PBBK >P > EFDE
MOF@BA LO > ILT 
MOF@BA

>IQBOK>QFSB� ) P > ?RPFKBPP @LKPFABOBA > EFDE
NR>IFQV LO > JBAFRJ


NR>IFQV >IQBOK>QFSB� ) P QEB ABIFSBOV QFJB QL @RPQLJBOP ?BQQBO� T LOPB�

LO QEB P>JB >P QE>Q LC QEB @LJMBQFQFLK� 4EBOB >OB J>KV AFCCBOBKQ

>MMOL>@EBP QL MLPFQFLKFKD QE>Q QEB PJ>II ?RPFKBPP LTKBO PELRIA

@LKPFABO� ?RQ QEB PBIB@QBA >MMOL>@E PELRIA ?B QEB LKB QE>Q MRQP QEB

@LJM>KV LO QEB ?O>KA FK QEB ?BPQ IFDEQ� +BBM FK JFKA QE>Q > DLLA

MLPFQFLKFKD PQO>QBDV TFII @LJB COLJ > PLIFA RKABOPQ>KAFKD LC QEB

J>OHBQ� QEB @RPQLJBO� >KA QEB @LJMBQFQFLK ?B@>RPB QEFP HKLT IBADB

TFII�MOLSFAB�>�?>PFP�CLO�@LJM>OFKD�LKB�?RPFKBPP�TFQE�LQEBOP�

Positioning for SigmundÕs Gourmet Pasta

3FDJRKAaP�'LROJB Q�0>PQ>�TFII�MLPFQFLK�FQPBIC�>P�>�OB>PLK>?IV�MOF@BA�
RMP@>IB��DLROJBQ�M>PQ>�OBPQ>RO>KQ��%RDBKB�@LKPRJBOP�TEL�>MMOB@F>QB
EFDE
NR>IFQV�CLLA�TFII�OB@LDKFWB�QEB�S>IRB�>KA�RKFNRB�LCCBOFKDP�LC
3FDJRKAaP�'LROJB Q�0>PQ>��0>QOLKP�TFII�?B�PFKDIBP�>KA�C>JFIFBP��>DBP
QT BKQV
CFSB�QL�CFCQV�

3FDJRKAaP�'LROJB Q�0>PQ>�MLPFQFLKFKD�TFII�IBSBO>DB�FQP�MOLAR@Q�>KA
PBOSF@B�@LJMBQFQFSB�BADB�

d *GD9J8I� 4EB�MOLAR@Q�TFII�E>SB�QEB�COBPEBPQ�FKDOBAFBKQP��FK@IRAFKD
ELJBJ>AB�M>PQ>��FJMLOQBA�@EBBPBP��LOD>KF@�SBDBQ>?IBP��>KA
QLM
PEBIC�JB>QP��4EB�MOLAR@Q�TFII�>IPL�?B�ABSBILMBA�QL�BKE>K@B
MOBPBKQ>QFLK��%SBOVQEFKD�TFII�?B�>BPQEBQF@>IIV�MIB>PFKD�

d -:G K>8:�#RPQLJBO�PBOSF@B�TFII�?B�QEB�MOFLOFQV��!II�BJMIL VBBP�TFII
BKPROB�QE>Q�@RPQLJBOP�>OB�E>SFKD�QEB�JLPQ�MIB>P>KQ�AFKFKD
BUMBOFBK@B��!II�BJMIL VBBP�TFII�DL�QEOLRDE�>K�BUQBKPFSB�QO>FKFKD
MOLDO>J��>KA�LKIV�BUMBOFBK@BA�MBLMIB�TFII�?B�EFOBA�

" V�LCCBOFKD�>�PRMBOFLO�MOLAR@Q��@LRMIBA�TFQE�PRMBOFLO�PBOSF@B��3FDJRKAaP
TFII�BU@BI�OBI>QFSB�QL�QEB�@LJMBQFQFLK���

��� b0>PQ>�2BPQ>RO>KQ�->OHBQFKD�0I>K��3FDJRKAaP�'LROJB Q

0>PQ>�c�-MI>KP�@LJ��>@@BPPBA�$B@BJ?BO���������

#E>MQBO���
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Marketing Strategy Pyramid

4EB B6G@:I>C< HIG6I:< N ENG6B>9 >PPRJBP QE>Q QEB J>OHBQFKD

PQO>QBDV FP ?RFIQ LK @LK@OBQB Q>@QF@P QE>Q >OB ?RFIQ LK PMB@FCF@�

JB >PRO>?IB J>OHBQFKD MOLDO>JP_>@QFSFQFBP TFQE ?RADBQBA

BUMBKPBP� TBII
ABCFKBA OBPMLKPF?FIFQFBP� AB>AIFKBP� >KA JB>PRO>?IB

OBPRIQP���

' 6G@:I>C<�- IG6I:< N�*NG6B>9

T T T �JMI>KP�@LJ �M>PQ>=OBPQ>RO>KQ=J>OHBQFKD=MI>K�

J>OHBQFKD=PQO>QBDV=C@�MEM�
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3LRO@B�FK�CLLQKLQBP��

4EB PQO>QBDV >Q QEB QLM LC QEB MVO>JFA CL@RPBP LK TBII
ABCFKBA

J>OHBQP >KA RPBO KBBAP� 4EB PB@LKA IBSBI @LKPFPQP LC QEB Q>@QF@P

QE>Q VLR RPB QL P>QFPCV RPBO KBBAP >KA @LJJRKF@>QB TFQE QEB Q>ODBQ

J>OHBQ� 4EB QEFOA IBSBI FP TEBOB PMB@FCF@ MOLDO>JP >OB ABCFKBA��� )Q

FP QEFP CO>JB T LOH QE>Q FP ?RFIQ FKQL QEB P>JMIB J>OHBQFKD MI>KP QE>Q

>OB >S>FI>?IB QEOLRDE 0>IL !IQL 3LCQT >OB FK 3>IBP >KA ->OHBQFKD 0OL

>KA >QT T T �JMI>KP�@LJ � ( LT BSBO� FQ FP > PLIFA >MMOL>@E QE>Q @>K ?B

RPBA�FK�>KV�J>OHBQFKD�MI>KKFKD�PFQR>QFLK�

��� 4FJ�"BOOV��b7 E>Q�)P�QEB�->OHBQFKD�3QO>QBDV�0VO>JFA�

7 EBOB�$FA�)Q�#LJB�&OLJ ��c�"0I>KP��>@@BPPBA�$B@BJ?BO

���������E QQM��� T T T �?MI>KP�@LJ �>PH
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QEB
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AFA
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Strategy Pyramid for SigmundÕs Gourmet Pasta

4EB�PFKDIB�L?GB@QFSB�FP�QL�MLPFQFLK�3FDJRKAaP�>P�QEB�MOBJFBO�DLROJBQ
M>PQ>�OBPQ>RO>KQ�FK�QEB�%RDBKB��/OBDLK��>OB>��@LJJ>KAFKD�>�J>GLOFQV�LC
QEB�J>OHBQ�PE>OB�TFQEFK�CFSB�VB>OP��4EB�J>OHBQFKD�PQO>QBDV�TFII�PBBH�QL
CFOPQ�@OB>QB�@RPQLJBO�>T >OBKBPP�OBD>OAFKD�QEB�PBOSF@BP�LCCBOBA��ABSBILM
QE>Q�@RPQLJBO�?>PB��>KA�TLOH�QLT >OA�?RFIAFKD�@RPQLJBO�ILV>IQV�>KA
OBCBOO>IP�

4EB�JBPP>DB�QE>Q�3FDJRKAaP�TFII�PBBH�QL�@LJJRKF@>QB�FP�QE>Q
3FDJRKAaP�LCCBOP�QEB�COBPEBPQ��JLPQ�@OB>QFSB��EB>IQE
@LKP@FLRP�
OB>PLK>?IV�MOF@BA��DLROJBQ�M>PQ>�FK�%RDBKB��4EFP�JBPP>DB�TFII�?B
@LJJRKF@>QBA�QEOLRDE�>�S>OFBQV�LC�JBQELAP��4EB�CFOPQ�TFII�?B�AFOB@Q�J>FI�
4EB�AFOB@Q�J>FI�@>JM>FDK�TFII�?B�>�T>V�QL�@LJJRKF@>QB�AFOB@QIV�TFQE�QEB
@LKPRJBO��3FDJRKAaP�TFII�>IPL�RPB�?>KKBO�>AP�>KA�FKPBOQP�FK�QEBRegister
Guard��4EFP�TFII�?B�M>OQF@RI>OIV�BCCB@QFSB�?B@>RPB�QEBRegister Guar d FP�>
MLMRI>O�IL@>I�M>MBO�QE>Q�FP�@LKPRIQBA�TEBK�MBLMIB�>OB�ILLHFKD�CLO�QEFKDP
QL�AL�FK�%RDBKB��4EB�OBPQ>RO>KQaP�TB?PFQB�TFII�>IPL�BK@LRO>DB�M>QOLK>DB
?B@>RPB�QEB�T>OJ�>KA�COFBKAIV�>QJLPMEBOB�LC�QEB�PFQB�TFII�OBCIB@Q�QEB
>QJLPMEBOB�LC�QEB�>@QR>I�OBPQ>RO>KQ��&>@B?LLH�>KA�4TFQQBO�CLIILT BOP
>ILKD�TFQE�@RPQLJBO�@LJJBK QP�TFII�>IPL�>AA�QL�?O>KA�>T >OBKBPP���

4EB�I>PQ�JBQELA�CLO�@LJJRKF@>QFKD�3FDJRKAaP�JBPP>DB�FP�QEOLRDE�>
DO>PPOLLQP�02�@>JM>FDK��4EFP�@>JM>FDK�TFII�IBSBO>DB�MBOPLK>I
OBI>QFLKPEFMP�TFQE�MBLMIB�LK�QEB�PQ>CC�LC�QEBRegister Guar d QL�DBQ�>
@LRMIB�LC�>OQF@IBP�TOFQQBK�>?LRQ�3FDJRKAaP��/KB�TFII�?B�COLJ�QEB�?RPFKBPP
MLFKQ�LC�SFBT ��Q>IHFKD�>?LRQ�QEB�LMBKFKD�LC�QEB�OBPQ>RO>KQ�>KA�QEB�MBLMIB
?BEFKA�QEB�SBKQROB��4EFP�FP�IFHBIV�QL�?B�ORK�FK�QEB�?RPFKBPP�PB@QFLK��4EB
PB@LKA�>OQF@IB�TFII�?B�>�CLLA�OBSFBT ��)K�PMB>HFKD�TFQE�J>KV�AFCCBOBKQ
OBQ>FIBOP�>KA�OBPQ>RO>QBROP��PFDKFCF@>KQ�FK@OB>PBP�LC�QO>CCF@�E>SB�CLIILT BA
>OQF@IBP�FK�QEBRegister Guar d��"B @>RPB�LC�QEFP�IBSBI�LC�BCCB@QFSBKBPP�>KA
ILT�WBOL�@LPQ��3FDJRKAaP�TFII�TLOH�E>OA�QL�DBQ�MOBPP�FK�QEBRegister
Guard�� �

��� 4EB�TB?PFQB�>KA�PL@F>I�JBAF>�>OB�>AAFQFLKP�QL�b0>PQ>
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Marketing Mix

! @LJM>KVaP J>OHBQFKD JFU FP FQP RKFNRB >MMOL>@E QL MOLAR@Q� MOF@B�

MOLJLQFLK� >KA MI>@B �AFPQOF?RQFLK	_QEB CLRO 0P� 4EB J>OHBQFKD JFU

FP QEB @BKQO>I >@QFSFQV FK QEB FJMIBJBKQ>QFLK LC > @LJM>KVaP

J>OHBQFKD PQO>QBDV� PL QEB AB@FPFLKP JRPQ ?B J>AB @>OBCRIIV� )Q FP

QEOLRDE QEB J>OHBQFKD JFU QE>Q J>OHBQFKD L?GB@QFSBP TFII ?B

>@EFBSBA� 4EB CFK>I ABQBOJFK>QFLK LC QEB J>OHBQFKD JFU OBNRFOBP

FKMRQP COLJ LQEBO >OB>P� PR@E >P MRO@E>PFKD� J>KRC>@QROFKD� P>IBP�

ERJ>K�OBPLRO@BP��>KA�CFK>K@B���

T T T �JMI>KP�@LJ �M>PQ>=OBPQ>RO>KQ=J>OHBQFKD=MI>K�

J>OHBQFKD=PQO>QBDV=C@�MEM�

��� 0EFIFM�+LQIBO�>KA�+BSFK�,>KB�+BIIBO��->O HBQFKD

->K>DBJBK Q��5MMBO�3>AAIB�2FSBO��.*��0 B>OPLK�0OBKQF@B

( >II������ 	���� �
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Marketing Mix for SigmundÕs Gourmet Pasta

3FDJRKAaP�J>OHBQFKD�JFU�@LKPFPQP�LC�QEB�CLIILTFKD�>MMOL>@EBP�QL�MOF@FKD�
AFPQOF?RQFLK��>ASBOQFPFKD�>KA�MOLJLQFLK��>KA�@RPQLJBO�PBOSF@B�

d *G>8>C<�3FDJRKAaP�MOF@FKD�P@EBJB�FP�QE>Q�QEB�MOLAR@Q�@LPQ�FP���
MBO@BKQ�LC�QEB�QLQ>I�OBQ>FI�MOF@B�

d � >HIG>7JI>DC�3FDJRKAaP�CLLA�TFII�?B�AFPQOF?RQBA�QEOLRDE�>�JLABI�FK
TEF@E�@RPQLJBOP�@>K�BFQEBO�@>II�FK�QEBFO�LOABOP�LO�MI>@B�QEBJ
LKIFKB4EB�>RQELOP�LC�QEFP�QBUQ?LLH�>AABA�QEB�@>M>?FIFQV�QL�MI>@B�>K
LOABO�LKIFKB��>KA�@LJB�QL�QEB�OBPQ>RO>KQ�QL�MF@H�QEBJ�RM�LO�@LJB
FKQL�QEB�OBPQ>RO>KQ��MI>@B�QEBFO�LOABOP��>KA�T>FQ�CLO�QEBJ�QL�?B
@LJMIBQBA�

d � 9K:GI>H>C<�6C9�EGDBDI>DC�4EB�JLPQ�PR@@BPPCRI�>ASBOQFPFKD�TFII�?B
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->O HBQFKD OBPB>O@E FP >?LRQ D>QEBOFKD QEB FKCLOJ>QFLK QE>Q FP

KBBABA QL J>HB ?RPFKBPP AB@FPFLKP� TEF@E PELRIA ?B >K LKDLFKD

MOL@BPP� ! J>OHBQFKD MI>K PELRIA ?B ?>PBA LK J>OHBQFKD OBPB>O@E�

4EB OBPB>O@E @>K O>KDB COLJ PLJB QEFKD SBOV PFJMIB @LKAR@QBA

?V QEB LTKBO LO >K BJMILVBB QL > JLOB PLMEFPQF@>QBA PQRAV QE>Q

FP MOBM>OBA ?V > J>OHBQFKD OBPB>O@E CFOJ� 4EB LSBO>II DL>I LC QEB

OBPB>O@E� ELT BSBO� FP QL EBIM > @LJM>KV LCCBO MOLAR@QP QE>Q MBLMIB

TFII T>KQ� >Q >K >MMB>IFKD MOF@B� FK QEB MI>@B TEBOB QEBV T>KQ QL

?RV QEBJ� 4EB OBPB>O@E PELRIA >IPL EBIM > @LJM>KV AB@FAB ELT QL
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Financials
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>K>IVPFP� > P>IBP CLOB@>PQ� >KA >K BUMBKPB CLOB@>PQ >KA ELT QEBV IFKH
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Breakeven Analysis
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Sales Forecast
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Implementation, Evaluation, and Control
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Implementation
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Implementation Milestones for SigmundÕs Gourmet Pasta
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Evaluation

You canÕt manage what you donÕt measure. 
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Evaluation for SigmundÕs Gourmet Pasta

5KCLOQRK>QBIV��QEB�J>OHBQFKD�MI>K�CLO�3FDJRKAaP�'LROJB Q�0>PQ>�ALBP�KLQ
>AAOBPP�QEB�BS>IR>QFLK�LC�FQP�J>OHBQFKD�>@QFSFQFBP��4EBV�PELRIA�E>SB
MOLSFABA�FKCLOJ>QFLK�>?LRQ�QEB�MI>KP�CLO�JB>PROFKD�>KA�BS>IR>QFKD�QEB
BCCB@QFSBKBPP�LC�FQP�?>KKBO�>AP��AFOB@Q�J>FI��>KA�FKPBOQ�@>JM>FDKP��4EB
T B?PFQB�>KA�PL@F>I�JBAF>�>@QFSFQFBP�>AABA�?V�QEB�>RQELOP�LC�QEFP�QBUQ?LLH
T LRIA�E>SB�QL�?B�JB>PROBA�>KA�BS>IR>QBA�CLO�QEBFO�BCCB@QFSBKBPP�>P
T BII����

QTFQQBO
JB QOF@P�

���� 6FSBH>�6LK�2LPBK��b2/)�>KA�- B>PROFKD�VLRO�,FKHBA)K

0OBPBK@B�c��,FKH BA)K#E>Q��&B?OR>OV�����������>@ @BPPBA

-> V��� ��������E QQM���IFKHBAFKQL?RPFKBPP�@LJ �OLF
>KA


JB >PROFKD
VLRO
IFKHBAFK
MOBPBK@B���* BKK�$BBOFKD

$ >SFP��0E�$���b��- LPQ�%PPBKQF>I�&>@B?LLH�->OHBQFKD

- BQOF@P�c�!II &>@B?LLH��!MOFI�����������>@ @BPPBA�-> V��� �

������E QQM��� >IIC>@B?LLH�@LJ �C>@B?LLH
JB QOF@P


BPPBKQF>IP=?������

���� b0>PQ>�2BPQ>RO>KQ�->OHBQFKD�0I>K��3FDJRKAaP�'LROJB Q

0>PQ>�c�-MI>KP�@LJ��>@@BPPBA�$B@BJ?BO���������

#E>MQBO���
�4EB�->OHBQFKD�0I>K X���



Controls

4EBOB FP KL MI>KKFKD TFQELRQ @LKQOLI� QEB MOL@BPP LC JLKFQLOFKD >

MOLMLPBA MI>K >P FQ MOL@BBAP >KA >AGRPQFKD FQ TEBK KB@BPP>OV����

%SBOV ?RPFKBPP KBBAP PLJBLKB QL Q>HB OBPMLKPF?FIFQV CLO MRPEFKD

QEFKDP >ILKD� ! DLLA P@EBARIB >KA ?RADBQ PELRIA J>HB FQ B>PV QL

JLKFQLO MOLDOBPP� ?RQ TEBK QEFKDP C>II ?BEFKA P@EBARIB LO QEBOB

>OB @LPQ LSBOORKP� VLR JRPQ ?B OB>AV QL AL PLJBQEFKD >?LRQ FQ >KA

>A>MQ QEB MI>K >@@LOAFKDIV� &OLJ QFJB QL QFJB� QEB LTKBO JRPQ PQBM

?>@H >KA >PH TEBQEBO QEB MI>K FP TLOHFKD� 7E>Q @>K VLR IB>OK COLJ

JFPQ>HBP� >KA ELT @>K VLR RPB TE>Q VLR HKLT QL J>HB > ?BQQBO

J>OHBQFKD�MI>K�CLO�QEB�CRQROB� �� �

)K >AAFQFLK QL PBQQFKD > P@EBARIB >KA JB>PROFKD >KA BS>IR>QFKD

QEB BCCB@QFSBKBPP LC J>OHBQFKD >@QFSFQFBP� > J>OHBQFKD MI>K KBBAP QL

P>V ELT FQ TFII ?B @LKQOLIIBA� !IQELRDE QEBOB >OB J>KV >MMOL>@EBP

QL @LKQOLI� QEB PJ>II ?RPFKBPP LTKBO TFII IFHBIV ILLH QL >@QFSFQFBP PR@E

>P P>IBP >K>IVPFP �JLK QEIV >KA >KKR>I OBSBKRB	� BUMBKPB >K>IVPFP

�JLK QEIV >KA >KKR>I BUMBKPBP	� CBBA?>@H COLJ @RPQLJBO

P>QFPC>@QFLK PROSBVP� >KA QEB L?PBOS>QFLK LC @LJMBQFQLO >@QFSFQFBP

FK OBPMLKPB QL QEB J>OHBQFKD MI>K �J>OHBQFKD OBPB>O@E	� 4EB

LOD>KFW>QFLK LC QEB J>OHBQFKD CRK@QFLK FQPBIC @>K >IPL ?B PBBK >P >

JB >KP�LC�@LKQOLI�
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Marketing Plan Control for SigmundÕs Gourmet Pasta
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Key Takeaways
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9. Chapter 9 - Accounting
and Cash Flow

Understanding the Need for Accounting Systems

The older I get, the mor e inter esting I find lawyer s and

accountants ��^�!IB U�*>JBP�

)J>D FKB QE>Q VLR FKSFQB > COFBKA COLJ #EFK>� TEL FP SFPFQFKD QEB

5KFQBA 3Q>QBP CLO QEB CFOPQ QFJB� QL > ?>PB?>II D>JB� 9LRO COFBKA E>P

KBSBO ?BBK QL > ?>PB?>II D>JB ?BCLOB >KA HKLTP KLQEFKD LC QEB

D>JBaP ORIBP� (B JFDEQ KLQF@B LK QEB P@LOB?L>OA IFPQFKDP CLO ORKP�

EFQP� >KA BOOLOP� 9LRO COFBKA JFDEQ >IPL PBB KLQ>QFLKP LK QEB KRJ?BO

LC PQOFHBP >KA ?>IIP� (B ALBP KLQ HKLT BU>@QIV TE>Q >KV LC QELPB

QBOJP JB>K� ?RQ EB KLQF@BP QE>Q PLJB MBLMIB FK QEB PQ>KAP >MMI>RA

TEBK QEB KRJ?BO LC ORKP FK@OB>PBP� 9LRO COFBKA JFDEQ ?B >JRPBA

?V PBBFKD FKAFSFAR>IP MBOFLAF@>IIV ORKKFKD COLJ LKB ?>PB QL >KLQEBO�

ELT BSBO� TFQELRQ HKLTFKD QEB ?>PF@ ORIBP LC ?>PB?>II� EB @>KKLQ

MLPPF?IV RKABOPQ>KA TE>Q FP >@QR>IIV L@@ROOFKD� (B @BOQ>FKIV @LRIA

KLQ @LJJBK Q LK ELT T BII QEB D>JB FP DLFKD LO MOLSFAB PRDDBPQFLKP

>?LRQ TE>Q LKB LC QEB QB>JP PELRIA AL KBUQ� -LPQ !JBOF@>KP TLRIA

?B FK QEB P>JB MLPFQFLK FC QEBV TBOB T>Q@EFKD > @OF@HBQ J>Q@E� )K

?LQE @>PBP� VLR >KA VLRO COFBKA >OB FK QEB P>JB MLPFQFLK LC PLJBLKB

�� )KABMBKABKQ��,LKALK	��!MOFI��������� ��NRLQBA�FK

b!@@LRKQFKD�1RLQBP�c�1CFK>K@B��>@@BPPBA�&B?OR>OV����

������T T T �NCFK>K@B�@LJ �CFK>K@B
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?RPFKBPP
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TEL TFPEBP QL ORK > ?RPFKBPP TFQELRQ E>SFKD > CRKA>JBKQ>I

RKABOPQ>KAFKD�LC�>@@LRKQFKD�PVPQBJP�

7 >OOBK "RCCBQQ E>P P>FA QE>Q >@@LRKQFKD FP� QL MRQ FQ PFJMIV� QEB

I>KDR>DB LC ?RPFKBPP� 7FQELRQ > CRKA>JBKQ>I RKABOPQ>KAFKD LC QEFP

I>KDR>DB LC >@@LRKQFKD >KA FQP PBQ LC ORIBP� VLR >OB FK QEB P>JB

MLPFQFLK >P VLRO #EFKBPB COFBKA_VLR OB>IIV AL KLQ HKLT TE> Q FP

DLFKD LK TFQE > ?RPFKBPP� )C PLJBLKB FP @LKPFABOFKD PQ>OQFKD >

?RPFKBPP� EB LO PEB PELRIA MLPPBPP PLJB ABDOBB LC CIRBK@V FK QEFP

I>KDR>DB� /KB ALBP KLQ BUMB@Q QEFP ?RPFKBPPMBOPLK QL ?B >P

HKLT IBADB>?IB >P > @BOQFCFBA MR?IF@ >@@LRKQ>KQ �#0 !	 LO >K BUMBOQ

FK Q>U FPPRBP� (LT BSBO� PR@E ?RPFKBPPMBLMIB PELRIA E>SB > @IB>O

BUMB@Q>QFLK QE>Q QEBV TFII ?B >?IB QL ILLH >Q QEB HBV BIBJBKQP LC

>K >@@LRKQFKD PVPQBJ >KA FKQBOMOBQ ELT T BII QEBFO ?RPFKBPPBP >OB

ALFKD� 4EBV PELRIA ?B >?IB QL QO>@H PLJB LC QEB HBV Q>PHP >KA

BIBJBKQP�>PPL@F>QBA�TFQE�>�@LJMOBEBKPFSB�>@@LRKQFKD�PVPQBJ�

� 88DJCI>C< FP ABCFKBA ?V QEB !JBOF@>K )KPQFQRQB LC #BOQFCFBA

0R?IF@ !@@LRKQ>KQP �!)#0 !	 >P bQEB >OQ LC OB@LOAFKD� @I>PPFCVFKD�

>KA PRJJ>OFWFKD FK > PFDKFCF@>KQ J>KKBO >KA FK QBOJP LC JLKBV�

QO>KP>@QFLKP >KA BSBKQP TEF@E >OB� FK M>OQ >Q IB>PQ� LC > CFK>K@F>I

@E>O>@QBO� >KA FKQBOMOBQFKD QEB OBPRIQP QEBOBLC�c� 0RQ JLOB PFJMIV�

FQ FP BPPBKQF>IIV >K FKCLOJ>QFLK PVPQBJ� !@@LRKQFKD MOLSFABP @OFQF@>I

FKCLOJ>QFLK QL MLQBKQF>I FKSBPQLOP >KA ?RPFKBPP J>K>DBOP�

!@@LRKQFKD J>V� FK C>@Q� ?B LKB LC QEB LIABPQ FKCLOJ>QFLK PVPQBJP

HKLTK QL ERJ>KP� 3LJB E>SB >ODRBA QE>Q >@@LRKQFKD PVPQBJP TBOB

QEB FJMBQRP CLO QEB ABSBILMJBKQ LC TOFQFKD PVPQBJP FK

- BPLMLQ>JF>�� !O@E>BLILDFPQP E>SB AFP@LSBOBA @I>V QLHBKP� A>QFKD

�� 2>JKFH�3FKDE�7 >EI>��!@@LRKQFKD�4BOJFKLILDV�"RIIBQFK

. L�����2 BSFBT�>KA�2]PRJ]��������>@ @BPPBA�&B?OR>OV����

������@���� ����@ AK�@ILRACFIBP�O>@HPM>@B@ILRA�@LJ �

@LIIB@QFLK�M>MBOP����� �

����=����=!@ @LRKQFKD2BSFBT �MAC�

�� $BKFPB�3@EJ>KAQ
"BPPB>OQ��b!K�!K@FBKQ�4LHBK�3VPQBJ�

#E>MQBO���
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?>@H ������ V B>OP >DL� TEF@E CRK@QFLKBA >P M>OQ LC QEB FKSBKQLOV

PVPQBJ JB>PROFKD >DOF@RIQRO>I DLLAP� PR@E >P DO>FKP >KA

ALJBPQF@>QBA >KFJ>IP� "V ���� "#� QEBPB QLH BKP TBOB ?BFKD PQLOBA

FK @LKQ>FKBOP_HKLTK >P bullae� . LQ>QFLKP LK QEB PROC>@B LC QEBPB

@LKQ>FKBOP FKAF@>QBA QEB QVMB >KA NR>KQFQV LC QEB QLHBKP EBIA

TFQEFK� CLO J>KV� QEFP PVPQBJ T>P QEB ?>PFP LC >K >?PQO>@Q PVPQBJ LC

TOFQQBK�@LJJRKF@>QFLK��

/QEBO >K@FBKQ PL@FBQFBP OB@LDKFWBA QEB FJMLOQ>K@B LC @>OBCRIIV

JLKFQLOFKD >KA OB@LOAFKD B@LKLJF@ QO>KP>@QFLKP� 4EB 2LJ>K

%JMFOB KBBABA QL CFK>K@B FQP LMBO>QFLKP >KA BJMILVBA QEB C>JFIF>O

@LK@BMQ LC >K >KKR>I ?RADBQ QL @LLOAFK>QB BUMBKAFQROBP >KA

Q>U>QFLK� )Q E>A QOB>PROV J>K>DBOP� HKLTK >P questors� TEL T BOB

PR?GB@Q QL MBOFLAF@ >RAFQP�� 4EB JLPQ C>JLRP JLKLDO>ME LK

>@@LRKQFKD A>QBP QL 2BK>FPP>K@B )Q>IV� ,R@> 0>@FLIF� > &O>K@FP@>K

4EB�0OB@ROPLO�QL�.RJBO>IP�>KA�7OFQFKD�c�!O@E>BLILDV���

����� 	���� ^ ����2F@E>OA�-> QQBPPF@E��b0OBEFPQLOF@

!@@LRKQFKD�>KA�QEB�0OL?IBJ�L C�2BMOBPBKQ>QFLK��/K

2B@BKQ�!O@EBLILDF@>I�%SFABK@B�LC�-FAAIB�%>PQ�COLJ�����

"� #��QL������"� #��c�!@@LRKQFKD�(FPQLOF>KP�*LROK>I�����KL���

�����	���� ^���

�� 3>IS>ALO�#>OJLK>�>KA�->EJLRA�%WW>JBI��b!@@LRKQFKD

>KA�&LOJP�LC�!@@LRKQ>?FIFQV�FK�->GLO�#FSFIFW>QFLKP�

- BPLMLQ>JF>�>KA�!K@FBKQ�%DVMQc��T LOHFKD�M>MBO�

)KPQFQRQL�AB�%JMOBP>�"RPFKBPP�3@ELLI��->AOFA��3M>FK�

>KA�#>OAFCC�5KFSBOPFQV��#>OAFCC��5+������	��>@ @BPPBA

$B@BJ?BO����������I> QFBKA>�FB�BAR�

T LOHFKD=M>MBOP=B@LKLJF>�70��
 ���MAC�

�� *LEK�2��!IB U>KABO��( FPQLOV�LC�!@@LRKQFKD��0OFK@BSFIIB��()�

!PPL@F>QFLK�LC�#E>OQBOBA�!@@LRKQ>KQP�FK�QEB�5KFQBA

3Q>QBP����� �	����
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COF>O >KA MLIVJ> QE� TOLQB Summa de Arithmetica, Geometria,

Proportioni et Pr oportionalita FK ����� %PPBKQF>IIV QEFP T>P > J>QE

QBUQ?LLH� ?RQ FQ FK@IRABA > PB@QFLK LK ALR?IB
BKQOV ?LLHHBBMFKD�

4EFP >MMOL>@E QL >@@LRKQFKD E>A ?BBK @LSBOBA ?V "BOBABQQL

#LQORDIF > @BKQROV B>OIFBO�� 4EB QBUQ T>P FJJBAF>QBIV OB@LDKFWBA >P

>K FJMLOQ>KQ @LKQOF?RQFLK >KA T>P LKB LC QEB CFOPQ ?LLHP MOLAR@BA

?V 'RQBK?BOD� /K > CFOPQ OB>AFKD� 0>@FLIFaP @LSBO>DB >MMB>OP QL ?B

OBJ>OH>?IV bJLABOK�c )Q ABP@OF?BA ELT JBO@E>KQP PELRIA FABKQFCV

QEBFO >PPBQP >KA IF>?FIFQFBP� KLQB QO>KPFQFLKP >P QEBV L@@RO� >KA

FABKQFCV QEBJ >P BFQEBO AB?FQP LO @OBAFQP� (B MLFKQBA LRQ QE>Q QEB

QLQ>I LC AB?FQP >KA @OBAFQP JRPQ ?B BNR>I� QERP EFP JLABI ?B@>JB

QEB ?>PFP LC QEB ?>I>K@B PEBBQ� )K QEB FKQBOSBKFKD CFSB ERKAOBA VB>OP�

?RPFKBPP E>P BPPBKQF>IIV >A>MQBA 0>@FLIFaP >MMOL>@E� /?SFLRP� LSBO

QEB I>PQ CFSB @BKQROFBP� ?RPFKBPPBP E>SB DOLTK ?LQE FK PFWB >KA

FK @LJMIBUFQV� >KA >@@LRKQFKD PVPQBJP E>SB DOLTK TFQE QEBJ�

4EBOBCLOB� FQ FP FJMLOQ>KQ CLO >KV ?RPFKBPP OBD>OAIBPP LC PFWB QL ?B

>?IB�QL�b@LRKQc�LK�PLIFA�>@@LRKQFKD�FKCLOJ>QFLK�

4EB BU>@Q K>QROB LC >@@LRKQFKD PRMMLOQ TFII ?B DOB>QIV

ABQBOJFKBA ?V QEB QVMB >KA PFWB LC QEB PJ>II ?RPFKBPP� 4EB IBSBI

LC >@@LRKQFKD PRMMLOQ OBNRFOBA ?V QEB KLKBJMILVBO ?RPFKBPP TFII

L?SFLRPIV AFCCBO PFDKFCF@>KQIV COLJ QEB IBSBI OBNRFOBA ?V > ?RPFKBPP

DBKBO>QFKD QBKP LC JFIIFLKP LC ALII>OP LC OBSBKRB >KA BJMILVFKD

ERKAOBAP LC TLOHBOP� 4EB IBSBI LC PRMMLOQ TFII >IPL ?B FKCIRBK@BA

?V QEB ?RPFKBPP LTKBOaP C>JFIF>OFQV TFQE >@@LRKQFKD >KA QEB QVMB

LC >@@LRKQFKD FKCLOJ>QFLK PVPQBJP QE>Q E>SB ?BBK ABQBOJFKBA >P

>MMOLMOF>QB� 2BD>OAIBPP LC PFWB LO QVMB� PJ>II ?RPFKBPPBP PELRIA MI>K

LK BSBKQR>IIV >@NRFOFKD QEB Q>IBKQP LC >K >@@LRKQ>KQ� 0OBCBO>?IV� QEB

AB@FPFLK QL RPB >K >@@LRKQ>KQ PELRIA L@@RO TFQE QEB @OB>QFLK LC QEB

?RPFKBPP�

�� *LEK�2��!IB U>KABO��( FPQLOV�LC�!@@LRKQFKD��0OFK@BSFIIB��()�

!PPL@F>QFLK�LC�#E>OQBOBA�!@@LRKQ>KQP�FK�QEB�5KFQBA

3Q>QBP����� �	��� �
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( FOFKD >K >@@LRKQ>KQ LO >K >@@LRKQFKD CFOJ FP >K FJMLOQ>KQ

AB@FPFLK CLO > PJ>II ?RPFKBPP� %JMILVFKD >K >@@LRKQ>KQ ALBP KLQ

QO>KPI>QB FKQL QEFP FKAFSFAR>I ?BFKD > CRII
QFJB BJMILVBB LC QEB

?RPFKBPP� !Q QEB PQ>OQ� JLPQ PJ>II ?RPFKBPPBP TFII RPB QEB >@@LRKQ>KQ

>P > @LKPRIQ>KQ LO > @LKQO>@Q BJMILVBB� !P QEBV DOLT � PLJB PJ>II

?RPFKBPPBP JFDEQ ?BKBCFQ COLJ >@NRFOFKD QEB PBOSF@BP LC CRII
PBOSF@B

>@@LRKQFKD CFOJ� !IQELRDE PLJB PQ>OQ
RMP� M>OQF@RI>OIV QELPB QE>Q

JFDEQ ?B @>PE
PQO>MMBA� RPB QEB PBOSF@BP LC QEB ?LLHHBBMBO LKIV�

?RQ QEFP FP FII
>ASFPBA� - LPQ PJ>II ?RPFKBPPBP TFII KBBA QEB PBOSF@BP LC

> #0!� !KLQEBO QVMB LC >@@LRKQ>KQ > PJ>II ?RPFKBPP JFDEQ BJMILV FP

HKLTK >P >K BKOLIIBA >DBKQ� 4EBPB >OB >@@LRKQ>KQP TEL E>SB M>PPBA

>�Q>U�QBPQ�COLJ�QEB�)KQBOK>I�2BSBKRB�3BOSF@B��)23	�

7 EBK ILLHFKD CLO >K >@@LRKQ>KQ� QEBOB >OB PLJB FPPRBP QE>Q VLR

PELRIA @LKPFABO� 4OV QL CFKA >K >@@LRKQ>KQ TEL E>P PLJB TLOHFKD

C>JFIF>OFQV TFQE > M>OQF@RI>O QVMB LC ?RPFKBPP LO FKARPQOV� ( LMBCRIIV�

VLR TFII ?B >?IB QL CFKA >K >@@LRKQ>KQ TFQE TELJ VLR E>SB PLJB

O>MMLOQ� 4EFP FP FJMLOQ>KQ ?B@>RPB > DLLA >@@LRKQ>KQ FP JLOB QE>K

PFJMIV PLJBLKB TEL ?>I>K@BP QEB ?LLHP� 9LR PELRIA @LKPRIQ >K

>@@LRKQ>KQ ?BCLOB ABQBOJFKFKD TE>Q QVMB LC >@@LRKQFKD PVPQBJ VLR

FKQBKA QL BJMILV_@>PE SBOPRP >@@OR>I� 2BJBJ?BO QE>Q >K

>@@LRKQ>KQ TFII MI>V >K FJMLOQ>KQ OLIB FK >PPFPQFKD VLR FK QEB

@OB>QFLK� MRO@E>PB� >KA ABSBILMJBKQ LC >K >@@LRKQFKD FKCLOJ>QFLK

PVPQBJ CLO QEB ?RPFKBPP� 4EFP PVPQBJ FP FJMLOQ>KQ FK MOLSFAFKD QEB

>MMOLMOF>QB FKCLOJ>QFLK QL QEB BUQBOK>I @LJJRKF QV �CLO QEFP

>RAFBK@B QEB QBOJ;>C6C8>6A 688DJCI>C< FP LCQBK RPBA	_?>KHBOP�

>KDBI FKSBPQLOP� SBKQROB @>MFQ>IFPQP� >KA�LO QEB DLSBOKJBKQ� 4EB

P>JB >@@LRKQFKD FKCLOJ>QFLK PVPQBJ TFII >IPL ?B >K FJMLOQ>KQ

@LJMLKBKQ LC FKQBOK>I @LKQOLIP �FK QEFP @>PB QEB QBOJB6C6<:G>6A

688DJCI>C< FP RPBA	_QEB PVPQBJP >KA MLIF@FBP ?V TEF@E VLR J>HB

> CFOJ JLOB BCCF@FBKQ� )K QEFP OLIB� >K >@@LRKQ>KQ @>K EBIM ABSBILM

>MMOLMOF>QB MLIF@FBP TFQE OBPMB@Q QL @>PE @LKQOLI >KA FKSBKQLOV

@LKQOLI� !K >@@LRKQ>KQ @>K MI>V > @OFQF@>I OLIB FK ABSBILMFKD ?RPFKBPP

MI>KP� M>OQF@RI>OIV TFQE OBPMB@Q QL ?RADBQP >KA CFK>K@F>I PQ>QBJBKQP�

!P EFDEIFDEQBA FK > CRQROB PB@QFLK� VLR PELRIA @LKPRIQ >K >@@LRKQ>KQ

?BCLOB PBIB@QFKD >K >@@LRKQFKD PLCQT >OB M>@H>DB� 1RFQB LCQBK� >K

��� X#E>MQBO���
�!@@LRKQFKD�>KA�#>PE�&ILT



>@@LRKQ>KQ @>K ?B BUQOBJBIV RPBCRI FK QO>FKFKD MBLMIB QL RPB PR@E >

PLCQT >OB�M>@H>DB��

Alternative Approaches to Accounting Systems

The system of double-entr y bookkeeping is, perhaps, the most

beautiful one in the wide domain of liter atur e or science. If

it wer e less known, it would be the admir ation of the learned

wor ld. 
 %ATFK�4��&OBBAIBV�

4EB BSLIRQFLK LC >@@LRKQFKD E>P IBA QL QT L J>GLO PVPQBJP� QEB @>PE

?>PFP JLABI >KA QEB >@@OR>I ?>PFP JLABI� "BCLOB ABP@OF?FKD QEB

QT L PVPQBJP� TB JRPQ FABKQFCV > SBOV FJMLOQ>KQ QBOJ_>@@LRKQFKD

QO>KP>@QFLKP� 7EBK FK ?RPFKBPP� TB BFQEBO OB@BFSB JLKBV COLJ >

P>IB LO PMBKA JLKBV� PR@E >P FK ?RVFKD > MFB@B LC BNRFMJBKQ� 7B

@>K ABCFKB QEBPB >P QO>KP>@QFLKP� 4EB J>KKBO FK TEF@E TB OB@LOA

QO>KP>@QFLKP ABCFKBP QEB AFCCBOBK@B ?BQT BBK > @>PE ?>PFP >@@LRKQFKD

PVPQBJ�LO�>K�>@@OR>I�>@@LRKQFKD�PVPQBJ�

)K JLPQ @>PBP� BFQEBO PVPQBJ @>K ?B RPBA ?V > ?RPFKBPP �QEBOB >OB

PFQR>QFLKP RKABO TEF@E > @>PE
?>PBA >@@LRKQFKD PVPQBJ @>KKLQ ?B

RPBA� QEB ABQ>FIP LC TEF@E >OB AFP@RPPBA I>QBO	� ?RQ OBD>OAIBPP LC QEB

PVPQBJ RPBA� > ?RPFKBPP JRPQ @IB>OIV PMB@FCV TEF@E JBQELA FP ?BFKD

BJMILVBA�

�� *B>K�-ROO>V��b&FKAFKD�(BIM�TFQE�"LLHHBBMFKD�>KA

!@@LRKQFKD�4>PHP�c�!?LRQ�@LJ��>@@BPPBA�$B@BJ?BO���

������?FWQ>UI>T �>?LRQ�@LJ �LA �

?RPFKBPP>@@LRKQFKDOB@LOAP�> �CFKA>@M>�EQJ�

�� b%ATFK�4��&OBBAIBV�c�#V?BO�.>QFLK��>@@BPPBA�&B?OR>OV����

������T T T �@V?BOK>QFLK�@LJ �SF@QLOV�NRLQ>QFLKP�

>RQELOP�NRLQBP=COBBAIBV=BATFKQ�EQJI�

#E>MQBO���
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)K QEB86H=
76H:9 688DJCI>C< PVPQBJ� > QO>KP>@QFLK FP OB@LOABA

TEBK JLKB V FP BFQEBO OB@BFSBA LO PMBKQ� !P >K BU>JMIB� > ?RPFKBPP

E>P QEOBB P>IBP LK *RKB �� LC > M>OQF@RI>O VB>O� 4EB CFOPQ P>IB FP CLO

���� � QEB PB@LKA FP CLO ������ � >KA QEB QEFOA FP CLO ���� � ( LT BSBO�

QEB QEOBB @RPQLJBOP RPB AFCCBOBKQ JBQELAP LC M>VJBKQ� 4EB CFOPQ

@RPQLJBO M>VP CLO QEB MOLAR@Q FK @>PE� QEB PB@LKA @RPQLJBO TOFQBP

> MBOPLK>I @EB@H� >KA QEB QEFOA @RPQLJBO M>VP ?V @OBAFQ @>OA� 4EB

PB@LKA @RPQLJBOaP MBOPLK>I @EB@H @IB>OP LK *RIV �� TEFIB QEB @OBAFQ

@>OA @LJM>KV QO>KPCBOP QEB ���� FKQL QEB ?RPFKBPPaP >@@LRKQ LK *RIV

�� 5KABO QEB @>PE ?>PFP >@@LRKQFKD PVPQBJ� QEB ?RPFKBPP TLRIA IFPQ

QEB CFOPQ P>IB LC ���� >P > *RKB QO>KP>@QFLK� ?RQ FQ TLRIA IFPQ QEB

PB@LKA >KA QEFOA P>IBP �QLQ>IFKD ������	 >P *RIV QO>KP>@QFLKP� 4EB

P>JB ILDF@ FP RPBA TFQE OBPMB@Q QL BUMBKAFQROBP� )C QEB P>JB CFOJ

MRO@E>PBA > I>MQLM @LJMRQBO FK *RIV ?RQ AFA KLQ E>SB QL M>V CLO QT L

JLK QEP��QEBK�QEB�QO>KP>@QFLK�TLRIA�?B�OB@LOABA�FK�3BMQBJ?BO�

5KABO QEB� 88GJ6A 688DJCI>C<PVPQBJ� QO>KP>@QFLKP >OB OB@LOABA

TEBK QEBV L@@RO� )C QEB >CLOBJBKQFLKBA ?RPFKBPP T>P CRK@QFLKFKD

RKABO QEB >@@OR>I ?>PFP >@@LRKQFKD PVPQBJ� QEBK >II QEOBB P>IBP

�QLQ>IFKD ������	 T LRIA ?B OB@LOABA >P *RKB QO>KP>@QFLKP� >KA QEB

MRO@E>PB�LC�QEB�I>MQLM�TLRIA�?B�ABPFDK>QBA�>P�>�*RIV�QO>KP>@QFLK�

'BKBO>IIV� QELRDE� TFQE PLJB CBT BU@BMQFLKP� ?RPFKBPPBP JRPQ

RPB QEB >@@OR>I ?>PFP >@@LRKQFKD JBQELA FC QEBV E>SB FKSBKQLOV

LC >KV @LJMLKBKQ LC FQBJP QE>Q QEBV PBII QL QEB MR?IF@ >KA FC QEB

P>IBP >OB JLOB QE>K �� JFIIFLK MBO VB>O� /QEBO @LKAFQFLKP RKABO

TEF@E QEB @>PE ?>PFP >@@LRKQFKD PVPQBJ J>V KLQ ?B RPBA FK@IRAB #

@LOMLO>QFLKP� M>OQKBOPEFMP TFQE >Q IB>PQ LKB # @LOMLO>QFLK M>OQKBO�

>KA Q>U PEBIQBOP�� 4EB J>GLO ?BKBCFQ LC @>PE ?>PFP >@@LRKQFKD FP

FQP PFJMIF@FQV� )Q DOB>QIV OBAR@BP QEB ABJ>KA LK ?LLHHBBMFKD� 4EB

�� b#LJM>OFPLK�LC�#>PE�>KA�!@@OR>I�-BQELAP�LC

!@@LRKQFKD�c�7FHFMBAF>��>@@BPPBA�$B@BJ?BO���������

BK�TFHFMBAF>�LOD�TFHF�@LJM>OFPLK=LC=@>PE=JBQELA

=>KA=>@@OR>I�JBQELA�LC�>@@LRKQFKD�

��� X#E>MQBO���
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@>PE ?>PFP PVPQBJ >IPL MOLSFABP > JR@E JLOB >@@RO>QB FKAF@>QFLK

LC > @LJM>KVaP @ROOBKQ @>PE MLPFQFLK� 4EFP >MMOL>@E J>V ?B RPBA

QL >CCB@Q Q>U>?IB FK@LJB� TEF@E @>K ?B ALKB ?V ABCBOOFKD ?FIIFKD

PL QE>Q M>VJBKQP >OB OB@BFSBA FK QEB KBUQ VB>O��� ( LT BSBO� QEBOB

>OB AO>T?>@HP QL QEB @>PE ?>PFP >MMOL>@E_QEB JLPQ PBOFLRP ?BFKD

QE>Q FQ J>V MOLSFAB > AFPQLOQBA LO >K FK>@@RO>QB FKAF@>QFLK LC

MOLCFQ>?FIFQV� 4EB OB>IFQV FP QE>Q @>PE ?>PFP >@@LRKQFKD PVPQBJP >OB

OB>IIV LKIV >MMOLMOF>QB CLO ?RPFKBPPBP TFQE P>IBP RKABO �� JFIIFLK

>KA�QE>Q�CRK@QFLK�?>PF@>IIV�LK�>�@>PE�?>PFP�

!@@OR>I ?>PFP >@@LRKQFKD FP FK @LKCLOJ>K@B TFQE )23 >KA DBKBO>IIV

>@@BMQBA >@@LRKQFKD MOFK@FMIBP �'! !0 	 OBDRI>QFLKP� !IQELRDE JLOB

@LJMIBU >KA DBKBO>IIV OBNRFOFKD DOB>QBO ?LLHHBBMFKD TFQE > JLOB

PLMEFPQF@>QBA >MMOL>@E QL >@@LRKQFKD� QEB >@@OR>I ?>PFP MOLSFABP

> JLOB >@@RO>QB FKAF@>QFLK LC QEB MOLCFQ>?FIFQV LC > ?RPFKBPP� 4EB

J>GLO AO>T?>@H LC QEB >@@OR>I ?>PFP PVPQBJ @LJBP TFQE OBPMB@Q

QL RKABOPQ>KAFKD QEB ?RPFKBPPaP @>PE MLPFQFLK� ! CFOJ J>V ILLH

MOLCFQ>?IB RKABO QEFP PVPQBJ� ?RQ FC @RPQLJBOP E>SB KLQ M>FA CLO QEB

DLLAP >KA PBOSF@BP� QEB @>PE MLPFQFLK JFDEQ ?B AFOB��� ! PRJJ>O V LC

QEB�MOLP�>KA�@LKP�LC�QEB�QT L�PVPQBJP�FP�MOLSFABA�?BILT �

�DB E6G6I>K:�� 88DJCI>C<�-NHI:BH

��� - BIFPP>�"RPEJ>K��b#>PE�">PFP�SBOPRP�!@@OR>I

!@@LRKQFKD�c�9>ELL��6LF@BP��>@@BPPBA�$B@BJ?BO���������
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?>PFP
SBOPRP
>@@OR>I
?>PFP
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Key Takeaways

d !@@LRKQFKD�FP�LKB�LC�QEB�LIABPQ�>@QFSFQFBP�LC�ERJ>K�@FSFIFW>QFLKP

>KA�A>QBP�?>@H�LSBO�CFSB�QELRP>KA�VB>OP�

d 3J>II�?RPFKBPPBP�OBNRFOB�>@@LRKQFKD�@>M>?FIFQFBP��TEF@E�JRPQ

?B�ALKB�BFQEBO�FK
ELRPB�LO�QEOLRDE�>K�BUQBOK>I�PBOSF@B�

d 4EB�PBIB@QFLK�MOL@BPP�CLO�>K�>@@LRKQFKD�PBOSF@B�PELRIA�?B

@>OBCRIIV�@LKPFABOBA��4EB�BS>IR>QFLK�MOL@BPP�PELRIA�@LKPFABO

QEB�CLIILTFKD��BUMBOQFPB�FK�>�M>OQF@RI>O�QVMB�LC�?RPFKBPP�LO

FKARPQOV��O>MMLOQ��>S>FI>?FIFQV�LC�>AAFQFLK>I�@LKPRIQFKD�PBOSF@BP�

>KA�QEB�>?FIFQV�QL�PRMMLOQ�@LJMRQBOFWBA�>@@LRKQFKD�PVPQBJP�

d !@@LRKQFKD�PVPQBJP�J>V�?B�AFSFABA�FKQL�QT L�J>GLO�QVMBP��@>PE

?>PFP�>KA�>@@OR>I�?>PFP�
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d #>PE�?>PFP�PVPQBJP�@LRKQ�>�QO>KP>@QFLK�TEBK�QEB�@>PE�FP

OB@BFSBA��3R@E�PVPQBJP�>OB�RPBA�?V�PJ>IIBO�?RPFKBPPBP�QE>Q

E>SB�KL�>MMOB@F>?IB�FKSBKQLOV�

d !@@OR>I�?>PFP�PVPQBJP�@LRKQ�QO>KP>@QFLKP�TEBK�QEBV�L@@RO�

!IQELRDE�QEFP�PVPQBJ�J>V�OBNRFOB�>AAFQFLK>I�>K>IVPFP�QL

ABQBOJFKB�>�?RPFKBPPaP�>@QR>I�@>PE�MLPFQFLK��FQ�MOLSFABP�>�JLOB

>@@RO>QB�JB>PROB�LC�MOLCFQ>?FIFQV�

Financial Accounting Statements

It sounds extr aordinar y, but itÕs a fact that balance sheets can

make fascinating r eading. 
 ->O V��, >AV�!O@EBO�LC�7BPQLK��

!P AFP@RPPBA FK#E>MQBO �� >II ?RPFKBPP MI>KP PELRIA @LKQ>FK PBQP LC

CFK>K@F>I PQ>QBJBKQP� (LT BSBO� BSBK >CQBO QEB FKFQF>I ?RPFKBPP MI>K FP

@OB>QBA� QEBPB CFK>K@F>I PQ>QBJBKQP MOLSFAB @OFQF@>I FKCLOJ>QFLK QE>Q

TFII ?B OBNRFOBA CLO QEB PR@@BPPCRI LMBO>QFLK LC QEB ?RPFKBPP� 4EBV

KLQ LKIV >OB KB@BPP>OV CLO Q>U MROMLPBP ?RQ >IPL MOLSFAB @OFQF@>I

FKPFDEQP CLO J>K>DFKD QEB CFOJ >KA >AAOBPPFKD FPPRBP PR@E >P QEB

CLIILTFKD�

d !OB�TB�MOLCFQ>?IB�

d !OB�TB�LMBO>QFKD�BCCF@FBKQIV�

d !OB�TB�QLL�EB>SFIV�FK�AB?Q�LO�@LRIA�TB�>@NRFOB�JLOB�AB?Q�

d $L�T B�E>SB�BKLRDE�@>PE�QL�@LKQFKRB�LMBO>QFLKP�

d 7 E>Q�FP�QEFP�?RPFKBPP�TLOQE�

4EBOB >OB QEOBB HBV CFK>K@F>I PQ>QBJBKQP� QEB ?>I>K@B PEBBQ� QEB

��� b!@@LRKQFKD�1RLQBP�c�1CFK>K@B��>@@BPPBA�&B?OR>OV����

������T T T �NCFK>K@B�@LJ �CFK>K@B
>KA
?RPFKBPP


NRLQBP�>@@LRKQFKD�

#E>MQBO���
�!@@LRKQFKD�>KA�#>PE�&ILT X���



FK@LJB PQ>QBJBKQ� >KA QEB @>PE
CILT PQ>QBJBKQ� %SBOV ?RPFKBPP

LTKBO LO J>K>DBO KBBAP QL ?B >?IB QL @LOOB@QIV FKQBOMOBQ QEBPB

PQ>QBJBKQP FC EB LO PEB BUMB@QP QL @LKQFKRB PR@@BPPCRI LMBO>QFLKP�

)Q PELRIA ?B MLFKQBA LRQ QE>Q >II QEOBB CFK>K@F>I PQ>QBJBKQP CLIILT

DBKBO>I CLOJ>QP� 4EB ABDOBB LC ABQ>FI LO FK PLJB @>PBP QBOJFKLILDV

J> V AFCCBO PIFDEQIV COLJ LKB ?RPFKBPP QL >KLQEBO� >P >K BU>JMIB�

PLJB CFOJP J>V TFPE QL E>SB >K BUQBKPFSB IFPQ LC LMBO>QFLK>I

BUMBKPBP LK QEBFO FK@LJB PQ>QBJBKQP� TEFIB LQEBOP TLRIA DOLRM

QEBJ RKABO ?OL>A @>QBDLOFBP� ,FHBTFPB� MOFS>QBIV EBIA ?RPFKBPPBP

T LRIA KLQ RPB QEB QBOJshareholdersÕ equity?RQ O>QEBO RPBownerÕs

equity FK QEBFO ?>I>K@B PEBBQ� >KA QEBV TLRIA KLQ IFPQ AFSFABKAP� 4EFP

>FJ LC QEFP @E>MQBO FP QL MOLSFAB QEB OB>ABO TFQE > ?OL>A LSBOSFBT L C

>@@LRKQFKD @LK@BMQP >P QEBV >MMIV QL J>K>DFKD PJ>II >KA JFA
PFWBA

?RPFKBPPBP�

The Balance Sheet Statement

/KB PELRIA QEFKH LC QEB76A6C8: H=::I PQ>QBJBKQ >P > MELQLDO>ME�

Q>HBK >Q > M>OQF@RI>O MLFKQ FK QFJB� TEF@E FJ>DBP QEB CFK>K@F>I

MLPFQFLK LC > CFOJ� 4EB ?>I>K@B PEBBQ FP ALJFK>QBA ?V TE>Q FP HKLTK

>P QEB >@@LRKQFKD BNR>QFLK� 0RQ PFJMIV� QEB >@@LRKQFKD BNR>QFLK

PBM>O>QBP TE>Q FP LTKBA COLJ TEL L TKP FQ� &LOJ>IIV� QEB >@@LRKQFKD

BNR>QFLK�PQ>QBP�QEB�CLIILTFKD�

6HH:IH���A>67>A>I>:H���DLC:GSH�:FJ>IN�

� HH:IH>OB bB@LKLJF@ OBPLRO@BP QE>Q >OB BUMB@QBA QL MOLAR@B >

?BKBCFQ FK QEB CRQROB�c
��

&>67>A>I>:H >OB QEB >JLRKQ LC JLKBV LT BA

QL LRQPFAB @I>FJP �F�B�� JLKBV LT BA QL MBLMIB LRQPFAB QEB ?RPFKBPP	�

��� 7 >IQBO�(>OOFPLK��#E>OIBP�,RKDOBK��>KA�"FII�4ELJ>P�

&FK>K@F>I�!@@LRKQFKD���QE�BA���"LPQLK��-!��0O BKQF@B�( >II�

���� 	�����

��� X#E>MQBO���
�!@@LRKQFKD�>KA�#>PE�&ILT



)LC:GSH :FJ>IN_>IPL HKLTK >P PQL@HELIABOPa BNRFQV_OBMOBPBKQP QEB

@I>FJP LK QEB ?RPFKBPP ?V QELPB TEL LTK QEB ?RPFKBPP� !P PMB@FCFBA

FK QEB >@@LRKQFKD BNR>QFLK� QEB ALII>O S>IRB LC >PPBQP JRPQ BNR>I

QEB ALII>O S>IRB LC QEB ?RPFKBPPaP IF>?FIFQFBP MIRP QEB LTKBOaP BNRFQV�

"BCLOB MOL@BBAFKD TFQE >KV KRJBOF@>I BU>JMIB� IBQ RP ABCFKB PLJB

FJMLOQ>KQ�QBOJP�

�JGG:C I 6HH:IH>OB >PPBQP QE>Q TFII ?B EBIA CLO IBPP QE>K LKB VB>O�

4EBV FK@IRAB86H=� B6G@:I67A: H:8JG>I>:H� 688DJCIH G:8:> K67A:H�

CDI:H G:8:> K67A:� EG:E6>9 :ME:CH:H� >KA>CK:C IDGN� 4EBPB >OB IFPQBA

FK > PMB@FCF@ LOABO� 4EB LOABO FP ?>PBA LK QEB ABDOBB LC IFNRFAFQV LC

B>@E >PPBQ�Liquidity JB >PROBP QEB B>PB FK TEF@E >K >PPBQ @>K ?B

@LKSBOQBA FKQL @>PE� .>QRO>IIV� @>PE FP QEB JLPQ IFNRFA LC >II >PPBQP�

!II CFOJP PELRIA E>SB @>PE OB>AFIV >S>FI>?IB� 4EB BU>@Q >JLRKQ LC QEB

ABPFO>?IB >JLRKQ LC @>PE QL ?B EBIA >Q E>KA TFII ?B ABQBOJFKBA ?V

QEB P>IBP IBSBI LC QEB >KQF@FM>QBA @>PE OB@BFMQP >KA QEB @>PE KBBAP LC

QEB�?RPFKBPP�

->O HBQ>?IB PB@ROFQFBP >OB PQL@HP >KA ?LKAP QE>Q > ?RPFKBPP J>V

ELIA FK QEB ELMB QE>Q QEBV TLRIA MOLSFAB > DOB>QBO OBQROK QL QEB

?RPFKBPP O>QEBO QE>K GRPQ IBQQFKD @>PE bPFQc FK > ?>KH >@@LRKQ� - LPQ

LC QEBPB PB@ROFQFBP @>K ?B B>PFIV QROKBA FKQL @>PE_PELRIA QEB KBBA

>OFPB�

!@@LRKQP OB@BFS>?IBP OBMOBPBKQ QEB >JLRKQ LC JLKBV ARB QL >

?RPFKBPP COLJ MOFLO @OBAFQ P>IBP� .LQ >II CFOJP LMBO>QB LK > PQOF@QIV

@>PE P>IBP ?>PFP� ->KV CFOJP TFII LCCBO @RPQLJBOP QEB LMMLOQRKFQV QL

MRO@E>PB LK > @OBAFQ ?>PFP� !P >K BU>JMIB� > CROKFQROB PQLOB PBIIP >

?BAOLLJ PBQ TLOQE ��� ��� QL > KB T IVTBA @LRMIB� 4EB @LRMIB MRQP

ALTK ������ QL C FU QEB P>IB >KA QEBK PFDKP > @LKQO>@Q QL M>V QEB

OBJ>FKFKD ������ TF QEFK QEB KBUQ VB>O� 4E>Q ������ T LRIA ?B IFPQBA

>P�>@@LRKQP�OB@BFS>?IB�CLO�QEB�CROKFQROB�CFOJ�

0OBM>FA BUMBKPB FP >K >@@OR>I >@@LRKQFKD QBOJ QE>Q OBMOBPBKQP

> M>VJBKQ QE>Q FP J>AB FK >AS>K@B LC QEBFO >@QR>I L@@ROOBK@B�

)KPRO>K@B TLRIA ?B >K BU>JMIB LC > MOBM>FA BUMBKPB ?B@>RPB >

@LJM>KV FP M>VFKD MOBJFRJP QL @LSBO A>J>DBP QE>Q JFDEQ L@@RO FK

QEB KB>O CRQROB� )C > VB>OaP TLOQE LC OBKQ TBOB M>FA >Q LKB QFJB� FQ QLL

T LRIA�?B�SFBT BA�>P�>�MOBM>FA�BUMBKPB�
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�!@@LRKQFKD�>KA�#>PE�&ILT X���



)KSBKQLOV FP QEB Q>KDF?IB DLLAP EBIA ?V > ?RPFKBPP CLO QEB

MOLAR@QFLK LC DLLAP >KA PBOSF@BP� )KSBKQLOV @>K C>II FKQL QEOBB

@>QBDLOFBP� O>T J> QBOF>IP� TLOH
FK
MOL@BPP �7)0	� >KA CFKFPEBA

DLLAP� 2>T J> QBOF>IP FKSBKQLOV OBMOBPBKQP FQBJP LO @LJJLAF QFBP

MRO@E>PBA ?V > CFOJ QL @OB>QB MOLAR@QP >KA PBOSF@BP� 7)0 FKSBKQLOV

OBMOBPBKQP bM>OQF>IIV @LJMIBQBA DLLAP� M>OQ LO PR?>PPBJ?IFBP QE>Q

>OB KL ILKDBO M>OQ LC QEB O>T J> QBOF>IP FKSBKQLOV >KA KLQ VBQ

CFKFPEBA DLLAP�c�� 4EB S>IR>QFLK LC 7)0 PELRIA FK@IRAB QEB @LPQ

LC AFOB@Q J>QBOF>I� AFOB@Q I>?LO� >KA LSBOEB>A MRQ FKQL QEB 7)0

FKSBKQLOV� &FKFPEBA FKSBKQLOV OBMOBPBKQP MOLAR@QP QE>Q >OB OB>AV CLO

P>IB� 'BKBO>IIV >@@BMQBA >@@LRKQFKD MOFK@FMIBP �'! !0 	 OBNRFOB QE>Q

> ?RPFKBPP S>IRB FQP FKSBKQLOV LK BFQEBO QEB @LPQ MOF@B LO QEB J>OHBQ

MOF@B_TEF@EBSBO FP ILT BPQ� 4EFP FKEBOBKQ @LKPBOS>QFSB >MMOL>@E QL

S>IR>QFLK FP ARB QL QEB ABPFOB QL MOBSBKQ QEB LSBOBPQFJ>QFLK LC

FKSBKQLOV�AROFKD�FKCI>QFLK>OV�MBOFLAP�

4LQ>I @ROOBKQ >PPBQP >OB QEB PRJJ>QFLK LC QEB >CLOBJBKQFLKBA

FQBJP�>KA�>OB�ABCFKBA�>P�CLIILTP�

IDI6A 8JGG:C I 6HH:IH � 86H= � B6G@:I67A: H:8JG>I>:H � 688DJCIH

G:8:> K67A:���EG:E6>9�:ME:CH:H���>CK:C IDGN�

4EB KBUQ PBQ LC FQBJP FK QEB >PPBQ PB@QFLK LC QEB ?>I>K@B PEBBQ

FP ILKD
QBOJ >PPBQP�&DC<
I:GB 6HH:IH >OB QELPB >PPBQP QE>Q TFII

KLQ ?B QROKBA FKQL @>PE TFQEFK QEB KBUQ VB>O� ,LKD
QBOJ >PPBQP

J> V FK@IRAB > @>QBDLOV HKLTK >P FKSBPQJBKQP� 4EBPB >OB FQBJP

QE>Q J>K>DBJBKQ ELIAP CLO FKSBPQJBKQ MROMLPBP� >KA QEBV AL KLQ

FKQBKA QL b@>PE FKc TFQEFK QEB RM@LJFKD VB>O� 4EBV JFDEQ @LKPFPQ LC

LQEBO @LJM>KFBPa PQL@H� KLQBP� LO ?LKAP� )K PLJB @>PBP� QEBV J> V

OBMOBPBKQ PMB@F>IFWBA CLOJP_JLKB V MRQ >T >V CLO MBKPFLK CRKAP�

4EB KBUQ J>GLO @>QBDLOV LC ILKD
QBOJ >PPBQP FP CFUBA >PPBQP� >M:9

6HH:IH FK@IRAB MI>KQ� BNRFMJBKQ� >KA I>KA� 'BKBO>IIV� QEBPB >OB

��� b7 LOH�FK�0OL@BPP�c�"RPFKBPP$F@QFLK>OV�@LJ��>@@BPPBA

$B@BJ?BO����������T T T �?RPFKBPPAF@QFLK>OV�@LJ �

ABCFKFQFLK�T LOH
FK
MOL@BPP�EQJI�

�� � X#E>MQBO���
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S>IRBA >Q QEBFO LOFDFK>I @LPQ� 4EB S>IRB LC QEBPB >PPBQP TFII AB@IFKB

LSBO QFJB� !P >K BU>JMIB� VLR MRO@E>PB > KBT @>O CLO ���� ��� � )C

VLR TBOB QL PBII QEB P>JB @>O LKB� QT L� LO CFSB VB>OP I>QBO� FQP S>IRB

T LRIA ?B IBPP QE>K QEB LOFDFK>I MRO@E>PB MOF@B� 4EFP OB@LDKFQFLK FP

HKLTK >P9:EG:8>6I>DC� TEF@E FP > KLK@>PE BUMBKPB QE>Q PMB@FCF@>IIV

OB@LDKFWBP QE>Q >PPBQP AB@IFKB FK S>IRB LSBO QFJB� !@@RJRI>QBA

ABMOB@F>QFLK FP > ORKKFKD QLQ>I LC >II ABMOB@F>QFLK LK >PPBQP�

$BMOB@F>QFLK FP >IPL CLRKA LK QEB FK@LJB PQ>QBJBKQ� )QP MOBPBK@B

FK QE>Q CFK>K@F>I PQ>QBJBKQ BK>?IBP > ?RPFKBPP QL OBAR@B FQP Q>U>?IB

FK@LJB� 4EBOB >OB J>KV JBQELAP ?V TEF@E VLR @>K @LJMRQB QEB

ABMOB@F>QFLK S>IRB LK CFUBA >PPBQP� 4EBPB JBQELAP @>K ?B PMIFQ FKQL

QT L ?OL>A @>QBDLOFBP� PQO>FDEQ
IFKB ABMOB@F>QFLK >KA >@@BIBO>QBA

ABMOB@F>QFLK� 3QO>FDEQ
IFKB ABMOB@F>QFLK FP C>FOIV B>PV QL FIIRPQO>QB� )K

QEB BU>JMIB LC QEB @>O� >PPRJB VLR MRO@E>PBA QEFP @>O CLO @LJM>KV

RPB� 9LR FKQBKA QL RPB FQ CLO CFSB VB>OP� >KA >Q QEB BKA LC QEB CFSB

VB>OP� VLR MI>K LK P@O>MMFKD QEB @>O >KA BUMB@Q QE>Q FQP P>IS>DB

S>IRB�TFII�?B�WBOL�

�:EG :8>6I>DC��6A8JA6I>DCH

2:6G�
 2:6G�� 2:6G�� 2:6G�� 2:6G�� 2:6G��

$BMOB@F>QFLK �� ��� ��� ��� ��� ��� ��� ��� ��� ��� ���

!@@RJRI>QBA
ABMOB@F>QFLK �� ��� ��� ��� ���� ���� ��� ��� ���� ���� ���

. BQ�>PPBQ
S>IRB ���� ��� ��� ���� ���� ��� ��� ���� ��� ��� ��

"B@>RPB QEB RPBCRI IFCBQFJB LC QEB SBEF@IB T>P CFSB VB>OP� QEB LOFDFK>I

S>IRB LC QEB SBEF@IB T>P AFSFABA ?V CFSB� QEBOBCLOB� QEB >KKR>I

ABMOB@F>QFLK TLRIA BNR>I ��� ��� ����� ��� �� � ��� ��� MBO V B>O	�

4EB >@@RJRI>QBA ABMOB@F>QFLK PFJMIV PRJP RM QEB MOFLO VB>OPa

ABMOB@F>QFLK�CLO�QE>Q�M>OQF@RI>O�>PPBQ�

!@@BIBO>QBA ABMOB@F>QFLK JBQELAP >QQBJMQ QL OB@>MQROB > J>GLO

MLOQFLK LC QEB ABMOB@F>QFLK B>OIFBO FK QEB IFCB LC >K >PPBQ� !@@BIBO>QBA

ABMOB@F>QFLK VFBIAP Q>U
P>SFKD ?BKBCFQP B>OIFBO FK QEB IFCB LC >KV

M>OQF@RI>O CFUBA >PPBQ� 4EB >MMOLMOF>QB JBQELA LC ABMOB@F>QFKD >K

#E>MQBO���
�!@@LRKQFKD�>KA�#>PE�&ILT X���



>PPBQ CLO Q>U MROMLPBP FP AF@Q>QBA ?V QEB )KQBOK>I 2BSBKRB 3BOSF@B

�)23	� /KB PELRIA ILLH >Q QEB )23 MR?IF@>QFLK ���_ How to Depr eciate

Property_QL DBQ > ?BQQBO RKABOPQ>KAFKD LC QEB @LK@BMQ LC

ABMOB@F>QFLK�>KA�ELT�QL�MOLMBOIV�@LJMRQB�FQ�

4EB I>PQ @>QBDLOV LC ILKD
QBOJ >PPBQP FP>CI6C<>7A: 6HH:IH_>PPBQP

QE>Q MOLSFAB B@LKLJF@ S>IRB QL > ?RPFKBPP ?RQ AL KLQ E>SB >

Q>KDF?IB� MEVPF@>I MOBPBK@B� )KQ>KDF?IB >PPBQP FK@IRAB FQBJP PR@E

>P M>QBKQP� CO>K@EFPBP� @LMVOFDEQP� >KA DLLATFII� 4ERP QEB S>IRB LC

ILKD
QBOJ�>PPBQP�@>K�?B�@>I@RI>QBA�>P�CLIILTP�

ADC<
I:GB 6HH:IH � >CK:HIB:C IH � ;>M:9 6HH:IH V 688JBJA6I:9

9:EG:8>6I>DC���>CI6C<>7A:�6HH:IH�

4EB I>PQ BIBJBKQ LK QEB >PPBQ PFAB LC QEB ?>I>K@B PEBBQ FP QEB

QLQ>I >PPBQP� 4EFP FP QEB PRJJ>QFLK LC @ROOBKQ >PPBQP >KA ILKD
QBOJ

>PPBQP�

/K QEB LQEBO PFAB LC QEB ?>I>K@B PEBBQ� TB E>SB IF>?FIFQFBP MIRP

LTKBOaP BNRFQV� 4EB BIBJBKQP LC IF>?FIFQFBP @LKPFPQ LC @ROOBKQ

IF>?FIFQFBP >KA ILKD
QBOJ IF>?FIFQFBP� 4EBPB OBMOBPBKQ TE>Q > ?RPFKBPP

LT BP QL LQEBOP��JGG:C I A>67>A>I>:H >OB AB?QP >KA L?IFD>QFLKP QE>Q

>OB QL ?B M>FA TFQEFK > VB>O� 4EBPB FK@IRABCDI:H E6N67A:� 688DJCIH

E6N67A:� LQEBO FQBJP M>V>?IB �B�D�� Q>UBP� T>DBP� >KA OBKQP	�

AFSFABKAP M>V>?IB� >KA QEB @ROOBKQ MLOQFLK LC ILKD
QBOJ AB?Q� )K

BNR>QFLK�CLOJ�

8JGG:C I A>67>A>I>:H � CDI:H E6N67A: � 688DJCIH E6N67A: � DI=:G

>I:BH E6 N67A: � 9>K>9:C9H E6N67A: � I=: 8JGG:C I EDGI>DC D; ADC<


I:GB�9:7I�

. LQBP M>V>?IB OBMOBPBKQP JLKBV QE>Q FP LT BA >KA TEF@E JRPQ ?B

OBM>FA TFQEFK > VB>O� )Q FP C>FOIV FK@IRPFSB ?B@>RPB FQ J>V FK@IRAB IFKBP

LC @OBAFQ COLJ ?>KHP QE>Q E>SB ?BBK RPBA� PELOQ
QBOJ ?>KH IL>KP�

JLOQD>DB L?IFD>QFLKP� LO M>VJBKQP LK PMB@FCF@ >PPBQP QE>Q >OB ARB

TFQEFK�>�VB>O�

!@@LRKQP M>V>?IB >OB PELOQ
QBOJ L?IFD>QFLKP QE>Q > ?RPFKBPP LT BP

QL PRMMIFBOP� SBKALOP� >KA LQEBO @OBAFQLOP� )Q J>V @LKPFPQ LC >II QEB

PRMMIFBP�>KA�J>QBOF>IP�QE>Q�TBOB�MRO@E>PBA�LK�@OBAFQ�

/QEBO FQBJP M>V>?IB @>K FK@IRAB FQBJP PR@E >P QEB M>VOLII >KA Q>U

��� X#E>MQBO���
�!@@LRKQFKD�>KA�#>PE�&ILT



TFQEELIAFKDP LT BA QL BJMILVBBP LO QEB DLSBOKJBKQ ?RQ TEF@E E>SB

KLQ�>P�LC�VBQ�?BBK�M>FA�

$FSFABKAP M>V>?IB FP > QBOJ QE>Q FP >MMOLMOF>QB CLO ?RPFKBPPBP

PQOR@QROBA >P @LOMLO>QFLKP� 4EFP @>QBDLOV OBMOBPBKQP QEB >JLRKQ

QE>Q�>�?RPFKBPP�MI>KP�QL�M>V�FQP�PE>OBELIABOP�

4EB @ROOBKQ MLOQFLK LC ILKD
QBOJ AB?Q OBMOBPBKQP ELT JR@E LC

QEB ILKD
QBOJ AB?Q JRPQ ?B OBM>FA TFQEFK QEB RM@LJFKD CFP@>I VB>O�

4EFP TLRIA FK@IRAB QEB MLOQFLK LC QEB MOFK@FM>I QE>Q FP ARB FK QEFP

CFP@>I�VB>O�

4EB LQEBO MLOQFLK LC IF>?FIFQFBP FP OBMOBPBKQBA ?V ILKD
QBOJ

IF>?FIFQFBP� 4EBPB >OB AB?QP M>V>?IB LSBO > MBOFLA DOB>QBO QE>K LKB

VB>O >KA FK@IRAB ILKD
QBOJ AB?Q� MBKPFLK CRKA IF>?FIFQV� >KA ILKD


QBOJ�IB>PB�L?IFD>QFLKP��)K�BNR>QFLK�CLOJ�

ADC<
I:GB A>67>A>I>:H � ADC<
I:GB 9:7I � E:CH>DC ;JC9 A>67>A>I>:H

��ADC<
I:GB�A:6H:�D7A><6I>DCH�

4LQ>I IF>?FIFQFBP FP QEB PRJ LC @ROOBKQ IF>?FIFQFBP >KA ILKD
QBOJ

IF>?FIFQFBP�

4EB LQEBO J>GLO @LJMLKBKQ LC QEB OFDEQ
PFAB LC QEB ?>I>K@B PEBBQ

FP LTKBOaP �LO PQL@HELIABOPa	 BNRFQV� /TKBOaP BNRFQV OBMOBPBKQP QEB

S>IRB LC QEB PE>OBELIABOPa LTKBOPEFM FK > ?RPFKBPP� )Q FP PLJBQFJBP

OBCBOOBA QL >P KBQ TLOQE� )Q J>V ?B @LJMLPBA LC FQBJP PR@E >P M>FA

FK @>MFQ>I >KA OBQ>FKBA B>OKFKDP� 0>FA FK @>MFQ>I FP QEB >JLRKQ LC

JLKB V MOLSFABA ?V FKSBPQLOP QEOLRDE QEB FPPR>K@B LC @LJJLK LO

MOBCBOOBA PQL@H�
��

, :I6>C:9 :6GC>C<HFP QEB @RJRI>QFSB KBQ FK@LJB

QE>Q E>P ?BBK OBFKSBPQBA FK > ?RPFKBPP >KA TEF@E E>P KLQ ?BBK M>FA

LRQ�QL�PE>OBELIABOP�>P�AFSFABKAP���

��� b0>FA�FK�#>MFQ>I�c�)KSBPQLMBAF>��>@@BPPBA�$B@BJ?BO���

������T T T �FKSBPQLMBAF>�@LJ �QBOJP�M �

M>FAFK@>MFQ>I�>PM�

��� b2BQ>FKBA�%>OKFKDP�c�4EB�&OBB�$F@QFLK>OV��>@@BPPBA

$B@BJ?BO����������C FK>K@F>I


AF@QFLK>OV�QEBCOBBAF@QFLK>OV�@LJ �2 BQ>FKBA�%>OKFKDP�

#E>MQBO���
�!@@LRKQFKD�>KA�#>PE�&ILT X���
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��� X#E>MQBO���
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"BIL T VLR @>K PBB PFU VB>OPa TLOQE LC ?>I>K@B PEBBQ PQ>QBJBKQP

CLO > EVMLQEBQF@>I PJ>II ?RPFKBPP_!@JB %KQBOMOFPBP� )Q FP L?SFLRPIV

FJMLOQ>KQ QL E>SB PR@E FKCLOJ>QFLK� ?RQ TE>Q BU>@QIV JFDEQ QEFP QBII

RP FK QBOJP LC QEB LSBO>II PR@@BPP >KA LMBO>QFLK LC QEB ?RPFKBPP� 7B

TFII OBQROK QL QEBPB PQ>QBJBKQP I>QBO FK QEFP @E>MQBO QL PELT EL T

QELPB�NRBPQFLKP�@>K�?B�>AAOBPPBA�TFQE�O>QFL�>K>IVPFP�

� 8B:�� CI:GEG>H:HS��6A6C8:�-=::I	��

�Q �
�
����.=DJH6C9H �

��� X#E>MQBO���
�!@@LRKQFKD�>KA�#>PE�&ILT



�:8:B7:G���
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�


#>PE�>KA
J>OHBQ>?IB
PB@ROFQFBP

��� �� ����� ���� � �� � �� ��� �� �����

!@@LRKQP
OB@BFS>?IB ���� �� ��� � �� ����� � ��� ��� ������ ����� �

)KSBKQLOFBP ��� �� ����� ��� �� ��� �� ����� ���� ��

/QEBO�@ROOBKQ
>PPBQP ��� �� ����� ����� � ������ ���� �� ���� ��

4LQ>I�@ROOBKQ
>PPBQP ���� �� ������ ������ ���� �� ���� �� ������

0OLMBOQV��MI>KQ�
>KA
BNRFMJBKQ_DOLPP

���� �� �������� ������ �� ��� ���� � �������� ��������

!@@RJRI>QBA
ABMOB@F>QFLK ���� �� ����� � ���� �� ���� �� ������� � ������ ��

0OLMBOQV��MI>KQ�
>KA
BNRFMJBKQ_KBQ

���� �� ���� �� ����� � ������ ������ ����� �

/QEBO
KLK@ROOBKQ
>PPBQP

���� �� ����� � ����� � ����� � �� ���� ���� ��

4LQ>I�>PPBQP ���� �� ���� �� �������� ������� � �������� ��� ��� ��

&>67>A>I>:H

!@@LRKQP�M>V>?IB ���� � �� � �� ������ ����� � ������ ���� ��

3ELOQ
QBOJ�AB?Q ���� �� ���� �� ������ ������ ������ ����� �

/QEBO�@ROOBKQ
IF>?FIFQFBP ���� �� ������ ���� �� ����� � ������ ���� ��

4LQ>I�@ROOBKQ
IF>?FIFQFBP ����� � ����� � ����� � ������ ������ ����� �

,LKD
QBOJ�AB?Q ����� � ����� � ����� � ����� � ����� � ����� �

$BCBOOBA�FK@LJB
Q>UBP ��� �� ����� ��� �� ����� ����� �����

/QEBO
KLK@ROOBKQ
IF>?FIFQFBP

���� � ���� � ��� �� ����� ������ ���� ��

4LQ>I�IF>?FIFQFBP ����� � �� �� �� ������ ������ �� ���� ��� �����

#E>MQBO���
�!@@LRKQFKD�>KA�#>PE�&ILT X���



�:8:B7:G���

0>FA�FK�@>MFQ>I �_ �_ �_ �_ �_ �_

2BQ>FKBA
B>OKFKDP ����� � ��� � �� ���� �� ��� � �� ��� � �� ������

4LQ>I�LTKBOaP
BNRFQV ����� � ��� � �� ���� �� ��� � �� ��� � �� ������

4LQ>I�IF>?FIFQFBP��
LTKBOaP�BNRFQV ���� �� ���� �� �������� ������� � �������� ��� ��� ��

The Income Statement

7 EBOB>P QEB ?>I>K@B PEBBQ ILLHP >Q > CFOJ >Q > M>OQF@RI>O MLFKQ �A>QB	

FK QFJB� QEB>C8DB: HI6I:B:C I BU>JFKBP QEB LSBO>II MOLCFQ>?FIFQV LC

> CFOJ LSBO > M>OQF@RI>O IBKDQE LO MBOFLA LC QFJB� .LOJ>IIV� QEBOB

>OB PBSBO>I QFJB MBOFLAP QE>Q J>V ?B RPBA� CFP@>I VB>O� CFP@>I NR>OQBO�

LO JLKQEIV� 4EB FK@LJB PQ>QBJBKQ FP >IPL HKLTK >P > profit and

loss statement� )Q FABKQFCFBP >II PLRO@BP LC OBSBKRBP DBKBO>QBA ?V

> ?RPFKBPP >KA >II QEB BUMBKPBP FK@ROOBA� 4EB FK@LJB PQ>QBJBKQ

MOLSFABP�QEB�?BPQ�FKPFDEQ�FKQL�TEBQEBO�>�?RPFKBPP�FP�MOLCFQ>?IB�

4EB FK@LJB PQ>QBJBKQ ?BDFKP ?V FABKQFCVFKD QEB P>IBP LO FK@LJB

CLO QEB ABPFDK>QBA MBOFLA LC QFJB� 3>IBP TLRIA ?B >II QEB OBSBKRBP

ABOFSBA COLJ >II QEB MOLAR@QP >KA PBOSF@BP PLIA AROFKD QE>Q QFJB�

4EB QBOJincome FP PLJBQFJBP RPBA >KA OBMOBPBKQP >II OBSBKRBP >KA

>AAFQFLK>I FK@LJBP MOLAR@BA ?V > ?RPFKBPP AROFKD QEB ABPFDK>QBA

MBOFLA� 4EB KBUQ FQBJ FK QEB FK@LJB PQ>QBJBKQ FP QEB8DHI D; <DD9H

HDA9 ��)!- �� TEF@E FP @LJMLPBA LC >II @LPQP >PPL@F>QBA TFQE QEB

AFOB@Q MOLAR@QFLK LC DLLAP >KA PBOSF@BP QE>Q TBOB PLIA AROFKD QEB

QFJB MBOFLA� )Q TLRIA FK@IRAB QEB @LPQP LC QEB O>T J> QBOF>IP RPBA

QL MOLAR@B QEB DLLAP >KA QELPB @LPQP >PPL@F>QBA TFQE MOLAR@QFLK�

PR@E >P AFOB@Q I>?LO� 7FQE QEBPB QT L S>IRBP� QEB CFOPQ JB>PROB LC

MOLCFQ_<GDHH�EGD;>I_@>K�?B�@>I@RI>QBA�

<GDHH�EGD;>I���>C8DB:�V��)!-�

4EB KBUQ BIBJBKQ FK QEB FK@LJB PQ>QBJBKQ FPDE:G6I>C<

��� X#E>MQBO���
�!@@LRKQFKD�>KA�#>PE�&ILT



:ME:CH:H_BUMBKPBP QE>Q >OB FK@ROOBA AROFKD QEB KLOJ>I LMBO>QFLK

LC > ?RPFKBPP� /MBO>QFKD BUMBKPBP @>K ?B ?OLHBK ALTK FKQL CLRO

?OL>A @>QBDLOFBP� PBIIFKD BUMBKPBP� DBKBO>I >KA >AJFKFPQO>QFSB

BUMBKPBP� ABMOB@F>QFLK� >KA LQEBO LSBOEB>A BUMBKPBP� 3BIIFKD

BUMBKPBP TLRIA FK@IRAB >II P>I>OFBP >KA @LJJFPPFLKP M>FA QL QEB

?RPFKBPPaP P>IBP PQ>CC� )Q TLRIA >IPL FK@IRAB QEB @LPQ LC MOLJLQFLKP�

>ASBOQFPFKD BUMBKPBP� >KA LQEBO P>IBP BUMBKAFQROBP� 0OLJLQFLK

@LPQP JFDEQ @LKPFPQ LC @LPQP >PPL@F>QBA TFQE P>JMIBP LO DFSB>T >VP�

!A SBOQFPFKD BUMBKPBP TLRIA FK@IRAB >II BUMBKAFQROBP CLO MOFKQ� O>AFL�

QBIBSFPFLK� LO )KQBOKBQ >AP� /QEBO P>IBP BUMBKAFQROBP TLRIA FK@IRAB

JLKB V PMBKQ LK JB>IP� QO>SBI� JBBQFKDP� LO MOBPBKQ>QFLKP ?V QEB

P>IBP PQ>CC� 'BKBO>I >KA >AJFKFPQO>QFSB BUMBKPBP >OB QELPB

>PPL@F>QBA TFQE QEB LMBO>QFLK LC > ?RPFKBPP ?BVLKA #/'3 >KA

AFOB@Q
PBIIFKD BUMBKPBP� %UMBKAFQROBP FK QEFP @>QBDLOV TLRIA

FK@IRAB P>I>OFBP LC LCCF@B MBOPLKKBI� OBKQ� >KA RQFIFQFBP� $BMOB@F>QFLK

T >P @LSBOBA FK QEB MOBSFLRP PR?PB@QFLK� 4EB ?>I>K@B PEBBQ E>P >

@LJMLKBKQ ABPFDK>QBA >@@RJRI>QBA ABMOB@F>QFLK� 4EFP FP QEB

PRJJ> QFLK LC PBSBO>I VB>OPa TLOQE LC ABMOB@F>QFLK LK >PPBQP� )K QEB

FK@LJB PQ>QBJBKQ� ABMOB@F>QFLK FP QEB S>IRB CLO > M>OQF@RI>O QFJB

MBOFLA� )C VLR ILLH ?>@H >Q LRO ABMOB@F>QFLK @>I@RI>QFLKP Q>?IB� QEB

>KKR>I ABMOB@F>QFLK LK QEB SBEF@IB T>P ��� ��� � )C > ?RPFKBPP T>P

ABSBILMFKD >K FK@LJB PQ>QBJBKQ CLO LKB M>OQF@RI>O VB>O� QEBK QEB

ABMOB@F>QFLK TLRIA ?B IFPQBA >P ��� ��� � )Q FP > KLK@>PE BUMBKAFQROB

BUMBKPB� 4EB I>PQ @LJMLKBKQ LC LMBO>QFKD BUMBKPBP TLRIA ?B LQEBO

LSBOEB>A @LPQP_> C>FOIV DBKBOF@ @>QBDLOV QE>Q J>V FK@IRAB FQBJP

PR@E >P LCCF@B PRMMIFBP� FKPRO>K@B� LO > S>OFBQV LC PBOSF@BP > ?RPFKBPP

JFDEQ RPB� (>SFKD FABKQFCFBA >II QEB @LJMLKBKQP LC LMBO>QFKD

BUMBKPBP� LKB FP KLT FK > MLPFQFLK QL @LJMRQB > PB@LKA JB >PROB

LC MOLCFQ>?FIFQV_DE:G6I>C< EGD;>I � TEF@E FP PLJBQFJBP OBCBOOBA QL >P

B>OKFKDP�?BCLOB�FKQBOBPQ�>KA�Q>UBP��%")4	�

DE:G6I>C<�EGD;>I���� #.����<G DHH�EGD;>I�V�DE:G6I>C<�:ME:CH:H�

4EB KBUQ PB@QFLK LC QEB FK@LJB PQ>QBJBKQ FP ABPFDK>QBA DI=:G

G:K:C J:H 6C9 :ME:CH:H� 4EFP PBDJBKQ TLRIA FK@IRAB LQEBO

KLKLMBO>QFLK>I OBSBKRBP �PR@E >P FKQBOBPQ LK @>PE LO FKSBPQJBKQP	

>KA FKQBOBPQ M>VJBKQP LK IL>KP >KA LQEBO AB?Q FKPQORJBKQP� 7EBK

#E>MQBO���
�!@@LRKQFKD�>KA�#>PE�&ILT X���



QEB LQEBO OBSBKRBP >KA BUMBKPBP >OB PR?QO>@QBA COLJ QEB LMBO>QFKD

MOLCFQ��LKB�FP�IBCQ�TFQE:6GC>C<H�7:;DG:�I6M:H���� .� �

�� .���DE:G 6I>C<�EGD;>I�V�DI=:G�G:K:C J:H�6C9�:ME:CH:H�

4>UBP >OB QEBK @LJMRQBA LK QEB %"4 >KA QEBK PR?QO>@QBA� 4EFP

FK@IRABP >II CBABO>I� PQ>QB� >KA IL@>I Q>U M>VJBKQP QE>Q > ?RPFKBPP

FP L?IFD>QBA QL M>V� 4EFP ?OFKDP RP QL LRO I>PQ JB>PROB LC

MOLCFQ>?FIFQV_C:I�EGD;>I �

C:I�EGD;>I����� .�V�I6M:H�

)C > ?RPFKBPP ALBP KLQ M>V LRQ AFSFABKAP� QEB KBQ MOLCFQ ?B@LJBP

>K >AAFQFLK QL OBQ>FKBA B>OKFKDP� 4EB CLOJ>Q LC QEB FK@LJB

PQ>QBJBKQ FP PRJJ>OFWBA ?BILT � 4EB FK@LJB PQ>QBJBKQ FP QEB FQBJ

QE>Q JLPQ FKAFSFAR>IP ILLH >Q QL ABQBOJFKB QEB PR@@BPP LC ?RPFKBPP

LMBO>QFLKP�

.=:�# C8DB:�- I6I:B:C I

� 8B:�� CI:GEG>H:HS�#C8DB:�- I6I:B:C I	��

�Q �
����.=DJH6C9H �

��� X#E>MQBO���
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3>IBP ��� ��� �� ��� � ��� � ������� � ���� ���� �������� ������� �

#/'3 ���� �� ��� � �� ������ ����� � ����� � ��� � ��

'O LPP�LMBO>QFKD
MOLCFQ ���� �� ��� � �� ��� � �� ����� � ������ �� ����

3BIIFKD�>KA�DBKBO>I
>AJFKFPQO>QFSB
BUMBKPBP

���� �� ������ ������ ���� �� ������ ������

$BMOB@F>QFLK ���� � ������ ����� � ������ ������ �� �� ��

/QEBO�KBQ
�FK@LJB 	� BUMBKPBP�� �� �� �� �� �� �� �� �� �� �� ��

%")4 ����� � ������ ����� � ���� �� ������ ���� ��

)KQBOBPQ�FK@LJB ���� ���� ���� ��� � ���� ��� �

)KQBOBPQ�BUMBKPB ��� �� ����� ����� ����� �� �� � �����

0OBQ>U�FK@LJB ����� � ������ ���� �� ����� � ����� � ����� �

)K@LJB�Q>UBP ������ ��� ��� ������ ��� ��� ��� ��� ���� ��

. BQ�FK@LJB ������ ���� �� ������ ���� �� ������ ������

$FSFABKAP �_ �_ �_ �_ �_ �_

!AAFQFLK�QL
OBQ>FKBA�B>OKFKDP ������ ���� �� ������ ���� �� ������ ������

The Cash-Flow Statement

Customer satisfaction, employee satisfaction and cash
flow the thr ee most important indicator s for

business.Jack Welch, ÒA Healthy Company?,ÓBusiness
Week, May 3, 2006.

Jack Welch

#E>MQBO���
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4EB QEFOA @LJMLKBKQ LC CFK>K@F>I PQ>QBJBKQP FP QEB86H=
; ADL

HI6I:B:C I � 4EBOB >OB QT L QVMBP LC @>PE
CILT PQ>QBJBKQP_LKB

BU>JFKBP @>PE CILTP CLO > DFSBK MBOFLA �EFPQLOF@	� >KA QEB LQEBO FP >

MOLGB@QFLK LC CRQROB @>PE CILTP� 4EB=>HIDG>8 86H=
; ADL HI6I:B:C I FP

PFJFI>O QL QEB FK@LJB PQ>QBJBKQ FK QE>Q FQ ILLHP >Q @>PE FKCILTP >KA

@>PE LRQCILTP CLO > ?RPFKBPP AROFKD > PMB@FCFBA MBOFLA LC QFJB� ,FHB

QEB FK@LJB PQ>QBJBKQ� QEBPB MBOFLAP LC QFJB @>K ?B QEB CFP@>I VB>O�

QEB CFP@>I NR>OQBO� LO > JLKQE� 4EB86H=
; ADL EGD?:8I>DCHPQ>QBJBKQ

>QQBJMQP QL FABKQFCV @>PE CILTP FKQL > CFOJ >KA @>PE CILTP COLJ >

CFOJ CLO PLJB CRQROB MBOFLA� 4EFP MOLGB@QFLK FP BUQOBJBIV FJMLOQ>KQ

?B@>RPB FQ J>V FABKQFCV CRQROB PR?MBOFLAP FK TEF@E > CFOJ FP

MOLAR@FKD > KBD>QFSB @>PE CILT _TEBOB @>PE LRQCILTP BU@BBA @>PE

FKCILTP�

&OLJ QEB PQ>KAMLFKQ LC > PJ>II ?RPFKBPP LTKBO� @>PE
CILT

PQ>QBJBKQP MOLSFAB FKPFDEQ FKQL TEBOB @>PE CILTP >OB @LJFKD >KA

DLFKD� 4EB @>PE
CILT MOLGB@QFLKP PQ>QBJBKQ J>V ?B QEB JLPQ

FJMLOQ>KQ @LJMLKBKQ LC >II QEB CFK>K@F>I PQ>QBJBKQP� )QP FJMLOQ>K@B

PQBJP COLJ QEB C>@Q QE>Q QEB CILT L C @>PE FKQL > CFOJ J>V KLQ ?B

PVK@EOLKFWBA TFQE FQP @>PE LRQCILTP� 3ELRIA QEBOB ?B > PFDKFCF@>KQ

JFPJ> Q@E TFQE @>PE LRQCILTP ?BFKD PFDKFCF@>KQIV EFDEBO QE>K @>PE

FKCILTP� > ?RPFKBPP J>V ?B FK DOB>Q AFCCF@RIQV TFQE OBPMB@Q QL

JB BQFKD FQP @ROOBKQ L?IFD>QFLKP� PR@E >P M>VOLII� M>VFKD PRMMIFBOP�

>KA JBBQFKD PELOQ
QBOJ @OBAFQLOP� !P TB TFII PBB� @>PE
CILT

MOLGB@QFLK PQ>QBJBKQP OBNRFOB PBSBO>I CLOB@>PQP� 4EBPB >OB

AFP@RPPBA�I>QBO�FK�QEFP�PB@QFLK�

! Q PLJB MLFKQ� J>KV ?RPFKBPPBP TFII BUMBOFBK@B KBD>QFSB @>PE

CILT � )K C>@Q� > KBD>QFSB @>PE CILT FP NRFQB @LJJLK FK PQ>OQ
RM

LMBO>QFLKP >KA EFDE
DOLTQE ?RPFKBPPBP TEBOB QEBOB FP > MOBPPFKD

KBBA CLO @>MFQ>I BUMBKAFQROBP� OBPB>O@E >KA ABSBILMJBKQ

BUMBKAFQROBP� >KA LQEBO PFDKFCF@>KQ @>PE LRQCILTP� /KB @>K >IPL

PBB QEB OB@ROOFKD MOBPBK@B LC KBD>QFSB @>PE CILTP FK ?RPFKBPPBP

TFQE PB>PLK>I P>IBP� .BD>QFSB @>PE CILTP @>K ?B @LSBOBA ?V PELOQ


QBOJ ?LOOLTFKD� (LT BSBO� QEFP QVMB LC ?LOOLTFKD ?OFKDP RM QT L

FJMLOQ>KQ FPPRBP� &FOPQ� >KV QVMB LC ?LOOLTFKD O>FPBP QEB LSBO>II AB?Q

IBSBI LC > ?RPFKBPP� TEF@E JFDEQ E>SB >K FJM>@Q LK QEB FKQBOBPQ

��� X#E>MQBO���
�!@@LRKQFKD�>KA�#>PE�&ILT



O>QB LK QEB AB?Q� 3B@LKA� TEBK > KBD>QFSB @>PE CILT BUFPQP BFQEBO

?B@>RPB LC >K RKCLOBPBBK BUFDBK@V LO ?B@>RPB > ?RPFKBPP LTKBO E>P

C>FIBA QL MOLMBOIV @LKAR@Q > @>PE
CILT MOLGB@QFLK >K>IVPFP� > IBKABO

JFDEQ ILLH >Q > ?RPFKBPP FK > G>RKAF@BA J>KKBO� TEF@E @LRIA E>SB

ILKD
QBOJ�@LKPBNRBK@BP�CLO�>�?RPFKBPP�

! @>OBCRI BU>JFK>QFLK LC QEB @>PE
CILT PQ>QBJBKQ @LRIA FIIRPQO>QB

> MLFKQ QE>Q E>P ?BBK JBKQFLKBA PBSBO>I QFJBP FK QEFP ?LLH� QEBOB

@>K ?B > PFDKFCF@>KQ AFCCBOBK@B ?BQT BBK MLPFQFSB @>PE CILT >KA

MOLCFQ� )K ILLHFKD >Q QEB FK@LJB PQ>QBJBKQ� LKB @LRIA CFKA > MLPFQFSB

KBQ FK@LJB �MOLCFQ	 >KA QEBK BU>JFKB QEB @>PE
CILT PQ>QBJBKQ >KA

AFP@LSBO QE>Q > ?RPFKBPP E>P > PFDKFCF@>KQ KBD>QFSB @>PE CILT � 4EB

@>PE
CILT PQ>QBJBKQ PMB@FCF@>IIV J>MP LRQ TEBOB @>PE FP CILTFKD

FKQL > CFOJ >KA TEBOB FQ CILTP LRQ� ! MOLMBOIV ABSBILMBA @>PE


CILT PQ>QBJBKQ TFII PELT FC > ?RPFKBPP TFII ?B DBKBO>QFKD BKLRDE

@>PE QL @LKQFKRB LMBO>QFLKP� TEBQEBO FQ E>P PRCCF@FBKQ @>PE CLO KBT

FKSBPQJBKQP� >KA TEBQEBO FQ @>K M>V FQP L?IFD>QFLKP� !P MOBSFLRPIV

PQ>QBA� J>K V LC QEB RKFKFQF>QBA TFII ILLH PFKDRI>OIV >Q MOLCFQP� TEFIB

QELPB TEL E>SB DOB>QBO BUMBOQFPB FK ?RPFKBPP TFII >IT >VP ?BIFBSB QE>Q

@>PE�FP�HFKD�

!P > T >V LC SFPR>IFW>QFLK� QEB @>PE
CILT PQ>QBJBKQ ?B>OP PLJB

PFJFI>OFQV QL QEB ?>KH PQ>QBJBKQ VLR J> V OB@BFSB >Q QEB BKA LC

QEB JLKQE� ! ?>KH PQ>QBJBKQ PELTP QEB ?BDFKKFKD @>PE ?>I>K@B�

ABMLPFQP �@>PE FKCILTP	� >KA @EB@HP VLR E>SB TOFQQBK �@>PE LRQCILTP	

CLO QE>Q JLKQE� (LMBCRIIV� VLR E>SB > MLPFQFSB @>PE CILT _@>PE

FKCILTP >OB DOB>QBO QE>K @>PE LRQCILTP_>KA VLR E>SB KLQ ?LRK@BA

>KV @EB@HP� 5KIFHB QEB ?>KH PQ>QBJBKQ� QEB @>PE
CILT PQ>QBJBKQ

FP ?OLHBK FKQL QEOBB J>GLO @>QBDLOFBP� LMBO>QFLKP� CFK>K@FKD� >KA

FKSBPQFKD� #>PE CILT COLJ LMBO>QFLKP BU>JFKBP QEB @>PE FKCILTP

COLJ >II OBSBKRBP� MIRP FKQBOBPQ >KA AFSFABKA M>VJBKQP COLJ

FKSBPQJBKQP EBIA ?V > ?RPFKBPP� )Q QEBK FABKQFCFBP QEB @>PE LRQCILTP

CLO M>VFKD PRMMIFBOP� BJMILVBBP� Q>UBP� >KA LQEBO BUMBKPBP� #>PE

CILT COLJ FKSBPQFKD BU>JFKBP QEB FJM>@Q LC PBIIFKD LO >@NRFOFKD

@ROOBKQ >KA CFUBA >PPBQP� #>PE CILT COLJ CFK>K@FKD BU>JFKBP QEB

FJM>@Q LK QEB @>PE MLPFQFLK COLJ QEB @E>KDBP FK QEB KRJ?BO LC

#E>MQBO���
�!@@LRKQFKD�>KA�#>PE�&ILT X���



PE>OBP >KA @E>KDBP FK QEB PELOQ >KA ILKD
QBOJ AB?Q MLPFQFLK LC >

CFOJ�

#>PE�FKCILTP�COLJ�LMBO>QFKD�>@QFSFQFBP�@LKPFPQ�LC�QEB�CLIILTFKD�

d #>PE�ABOFSBA�COLJ�QEB�P>IB�LC�DLLAP�LO�PBOSF@BP

d #>PE�ABOFSBA�COLJ�>@@LRKQP�OB@BFS>?IB

d !K V�@>PE�ABOFSBA�COLJ�FKQBOBPQ�LO�AFSFABKAP

d !K V�LQEBO�@>PE�ABOFSBA�QE>Q�FP�KLQ�FABKQFCFBA�TFQE�CFK>K@FKD�LO

FKSBPQJBKQP

4EB @>PE LRQCILTP COLJ LMBO>QFKD >@QFSFQFBP @LKPFPQ LC QEB CLIILTFKD�

d #>PE�LRQI>VP�CLO�DLLAP�MRO@E>PBA�FK�QEB�@OB>QFLK�LC�DLLAP�>KA

PBOSF@BP

d #>PE�LRQI>VP�CLO�M>VJBKQ�QL�PRMMIFBOP

d #>PE�LRQI>VP�QL�BJMILVBBP

d #>PE�M>FA�CLO�Q>UBP�LO�FKQBOBPQ�M>FA�QL�@OBAFQLOP

&FK>K@FKD CL@RPBP LK QEB @>PE CILTP >PPL@F>QBA TFQE AB?Q LO BNRFQV�

3LJB L C QEB @>PE FKCILTP >PPL@F>QBA TFQE CFK>K@FKD >@QFSFQFBP @LKPFPQ

LC�QEB�CLIILTFKD�

d #>PE�COLJ�QEB�P>IB�LC�>�@LJM>KVaP�PQL@H

d #>PE�OB@BFSBA�COLJ�?LOOLTFKD��AB?Q	

#>PE�LRQCILTP�>PPL@F>QBA�TFQE�CFK>K@FKD�@LKPFPQ�LC�QEB�CLIILTFKD�

d #>PE�LRQI>VP�QL�OBM>V�MOFK@FM>I�LK�ILKD
�>KA�PELOQ
QBOJ�AB?Q

d #>PE�LRQI>VP�QL�OBMRO@E>PB�MOBCBOOBA�PQL@HP

d #>PE�LRQI>VP�QL�M>V�CLO�AFSFABKAP�LK�BFQEBO�@LJJLK�LO

MOBCBOOBA�PQL@H

4EB QEFOA @>QBDLOV FP FKSBPQFKD� 4EB PLRO@BP LC @>PE CILT COLJ

FKSBPQFKD�>@QFSFQFBP�@LKPFPQ�LC�QEB�CLIILTFKD�

d #>PE�OB@BFSBA�COLJ�QEB�P>IB�LC�>PPBQP

��� X#E>MQBO���
�!@@LRKQFKD�>KA�#>PE�&ILT



d #>PE�OB@BFSBA�COLJ�QEB�P>IB�LC�BNRFQV�FKSBPQJBKQP

d #>PE�OB@BFSBA�COLJ�@LIIB@QFLKP�LK�>�AB?Q�FKPQORJBKQ

#>PE LRQCILTP >PPL@F>QBA TFQE FKSBPQFKD >@QFSFQFBP @LKPFPQ LC QEB

CLIILTFKD�

d #>PE�LRQI>VP�QL�>@NRFOB�>�AB?Q�FKPQORJBKQ�LC�>KLQEBO�?RPFKBPP

d #>PE�M>VJBKQP�QL�?RV�BNRFQV�FKQBOBPQ�FK�LQEBO�?RPFKBPPBP

d #>PE�LRQI>VP�QL�MRO@E>PB�>�MOLAR@QFSB�>PPBQ

! P@EBJ>QF@ LC QEB @>PE
CILT PQ>QBJBKQaP QEOBB >OB>P LC >K>IVPFP FP

MOBPBKQBA�FK�QEB�Q>?IB�?BILT�

�6H=� ADL�� G:6@9DLC

#E>MQBO���
�!@@LRKQFKD�>KA�#>PE�&ILT X���



#>PE
CILT MOLGB@QFLK PQ>QBJBKQP >OB >?LRQ QEB PQ>QB LC CRQROB @>PE

CILTP� TEF@E JB>KP QEBV OBNRFOB CLOB@>PQP� 4EFP QO>KPI>QBP FKQL

JRIQFMIB CLOB@>PQP_P>IBP CLOB@>PQP� CLOB@>PQP LC BUMBKPBP� CLOB@>PQP

CLO KB@BPP>OV FKSBPQJBKQP� >KA CLOB@>PQP CLO > ?RPFKBPPaP CFK>K@FKD

OBNRFOBJBKQP� 4EB FJMLOQ>K@B LC CLOB@>PQP CLO MI>KKFKD FP AFP@RPPBA

FK#E>MQBO���

4EB JLPQ @LJJLK >MMOL>@E CLO @>PE
CILT CLOB@>PQFKD FK PJ>II

?RPFKBPPBP @BKQBOP LK MOLGB@QFLKP LC @>PE OB@BFMQP >KA

��� X#E>MQBO���
�!@@LRKQFKD�>KA�#>PE�&ILT



AFP?ROPBJBKQP� 4EBPB MOLGB@QFLKP >OB LCQBK ?>PBA LK OB@BKQ M>PQ

A>Q>� 7B TFII ABJLKPQO>QB_PELOQIV_QEFP >MMOL>@E QEOLRDE >K

BUQBKPFSB BU>JMIB� 4EFP >MMOL>@E FP DBKBO>IIV IFJFQBA QL PELOQ >KA

JFAQBOJ CLOB@>PQP �F�B�� QEOBB QL QT BISB JLK QEP	� 4EBOB >OB LQEBO

>MMOL>@EBP QL @>PE
CILT CLOB@>PQFKD� ELT BSBO� DFSBK QEB OBI>QFSB

@LJMIBUFQV LC QEBPB >MMOL>@EBP� QEBV >OB LCQBK RPBA LKIV ?V I>ODBO

>KA JLOB PLMEFPQF@>QBA ?RPFKBPPBP� 4EBPB LQEBO >MMOL>@EBP FK@IRAB

QEB >AGRPQBA KBQ FK@LJB JB QELA� QEB MOL CLOJ> ?>I>K@B PEBBQ

JB QELA��>KA�QEB�>@@OR>I�OBSBOP>I�JBQELA���

4EB @LK@BMQ LC @>PE
CILT MOLGB@QFLK CLOB@>PQFKD @>K ?B FIIRPQO>QBA

?V RPFKD >K BU>JMIB� !IBU - @,BII>K ORKP 3LCQ 3BOSB 3BOSF@BP_>

?RPFKBPP QE>Q OBM>FOP >KA PBOSF@BP PLCQ
PBOSB F@B @OB>J J>@EFKBP�

( FP @IFBKQP FK@IRAB F@B @OB>J M>OILOP� OBPLOQP� >KA LRQIBQP >Q J>IIP�

!IB U FP > CLOJBO BKDFKBBO >KA PLJBTE>Q JBQELAF@>I FK ABSBILMFKD

EFP @>I@RI>QFLKP CLO CRQROB ?RADBQP� (B TFII ?B LMBO>QFKD LK QEB

>PPRJMQFLK QE>Q EFP ?RPFKBPP TFII ?B IFJFQBA QL EFP @ROOBKQ IL@>IB�

!IB U E>P CLIILT BA QEB P>JB M>QQBOK CLO CLOB@>PQFKD @>PE CILTP CLO

VB>OP� &FOPQ� EB D>QEBOP QLDBQEBO COLJ EFP OB@LOAP EFP JLKQEIV >KA

>KKR>I P>IBP CLO QEB I>PQ CFSB VB>OP� TEF@E >OB MOLSFABA FK QEB Q>?IB

?BILT �

-6A:H�� 6I6�; DG�-D;I�-:G K:�-:G K>8:H

��� 2F@E>OA�"LOQ��b-BAFRJ
4 BOJ�&RKAP�&ILT�&LOB@>PQFKD�c�FK

#LOMLO>QB�#>PE�->K>DBJBKQ�(>KA?LLH��BA��2F@E>OA

"LOQ��. BT�9 LOH��7 >OOBK�'LOE>J���, >JLK Q������ 	������

#E>MQBO���
�!@@LRKQFKD�>KA�#>PE�&ILT X���
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*>KR>OV ��� ���� ��� ���� ������� ���� ��� �� �� �� �

&B?OR>OV ��� ���� ��� ���� ��� ���� ������� ������ �

->O @E �� ����� �� ����� �� ����� ������� ��� ����

!MOFI ���� �� � �� ��� � � �� �� ��� ������� �������

-> V ������� ������� ��� ���� ��� ���� �������

*RKB ������� ��� ���� ����� �� ������� �� � �� ��

*RIV ���� ��� ������ � ������� ��� ���� ����� ��

!RDRPQ ������� �� � ���� ��� ��� � ����� �� ���� ���

3BMQBJ?BO ������� ��� ���� ��� ���� ������� �������

/ @QL?BO �� ����� ���� ��� �� �� ��� �� ����� ���� ���

. LSBJ?BO ���� ��� ������� ������� �� �� ��� �� �����

$B@BJ?BO ���� ��� ������� ������� ��� ���� �������

!KKR>I�P>IBP ��� �� ��� �������� ���� ���� ���� ���� ��������

5 PFKD QEBPB A>Q>� !IBU T>P >?IB QL @>I@RI>QB QEB DOLTQE O>QB FK P>IBP

CLO�QEB�I>PQ�CLRO�LC�QEB�CFSB�VB>OP��!P�>K�BU>JMIB�

DOLTQE O>QB ��� � � � P>IBP ��� � f P>IBP ���� 	 � � P>IBP ���� 	 �

��������� f ��� �� ��� 	 � ���� �� ��� 	 � �������� 	 � ���� �� ��� 	 � ����

MBO@BKQ�

!IQELRDE QEB >SBO>DB LC QEB CLRO >KKR>I DOLTQE O>QBP T>P ���

MBO@BKQ �QEB >KKR>I DOLTQE O>QBP TBOB ���� MBO@BKQ FK ��� � � �� ��

MBO@BKQ FK ����� ���� MBO @BKQ FK ���� � >KA � ��� MBO@BKQ FK ���� �

QERP E>SFKD >K >SBO>DB LC ��� MBO@BKQ	� !IB U ?BIFBSBP QE>Q QEB I>PQ

QT L VB>OP TBOB RKRPR>IIV DLLA� >KA QEB DOLTQE O>QB CLO ���� T LRIA

?B PIFDEQIV ILT BO >Q > O>QB LC ��� MBO@BKQ� 4EFP O>QB LC DOLTQE TLRIA

JB >K QE>Q EFP BPQFJ>QB CLO P>IBP FK ���� TLRIA ?B ������� � � TEF@E

@LJBP�COLJ�QEB�CLIILTFKD�

>KKR>I P>IBP ���� � >KKR>I P>IBP ���� Z �� � DO LTQE O>QB ����	 �

���������Z���� ���	�

( B HKLTP COLJ B UMBOFBK@B QE>Q EFP P>IBP >OB NRFQB PB>PLK>I� >P

FIIRPQO>QBA ?BILT � !IB U ?BIFBSBP QE>Q QEBOB FP > EFDE ABDOBB LC

@LKPFPQBK@V FK QEFP PB>PLK>IFQV LC P>IBP >@OLPP QEB VB>OP� 3L EB

��� X#E>MQBO���
�!@@LRKQFKD�>KA�#>PE�&ILT



@LJMRQBP �RPFKD > PMOB>APEBBQ MOLDO>J 	 TE>Q MBO@BKQ>DB LC >KKR>I

P>IBP L@@ROP FK B>@E JLKQE� 4EFP @>I@RI>QFLK CLO *>KR>OV ���� T LRIA

?B�DFSBK�>P�CLIILTP�

MBO@BKQ>DB LC >KKR>I P>IBP CLO *>KR>OV ���� � �* >KR>OV ���� P>IBP 	

��� >KKR>I�P>IBP����� 	������� ����	������� �� ��� 	����� ���MBO@BKQ�

-:6HDC6A>IN�>C�-6A:H

4EFP Q>?IB PELTP QEB >K>IVPFP CLO B>@E JLKQE FK B>@E LC QEB CFSB

VB>OP�>KA�QEB�>SBO>DBP�CLO�B>@E�JLKQE�

' DCI=AN�-6A:H�6H�6�*:G8:C I6<:�D;�� CCJ6A�-6A:H

#E>MQBO���
�!@@LRKQFKD�>KA�#>PE�&ILT X���
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*>KR>OV �� �� ���� ���� ���� �� �� ����

&B?OR>OV ���� ���� �� �� ���� �� � � ����

->O @E �� �� � ��� � ��� � �� � � ��� � ���

!MOFI � ��� � ��� � ��� � ��� ���� � ���

-> V ���� � ��� ���� ���� ���� �� ��

*RKB � �� � � ��� � ��� � ��� � ��� � ���

*RIV �� ��� ����� ����� ����� ����� �����

!RDRPQ ����� ���� � ����� ����� ���� � �����

3BMQBJ?BO�� �� ���� ���� � ��� ���� ����

/ @QL?BO �� �� � �� � � ��� ���� ���� � ���

. LSBJ?BO � ��� � ��� �� �� ���� ��� � �� � �

$B@BJ?BO � ��� � ��� ���� ���� ���� �� ��

!IB U T>P >?IB QL BPQFJ>QB P>IBP CLO *>KR>OV ���� FK QEB CLIILTFKD

J>KKBO� ?B@>RPB !IBU T>P RPFKD PMOB>APEBBQ PLCQT >OB� QEB JLKQEIV

>SBO>DBP TBOB @LJMRQBA LRQ QL JLOB QE>K QT L AB@FJ>I MI>@BP�

4EFP BUMI>FKP TEV QEB @>I@RI>QFLKP >OB KLQ BU>@Q� !P FK QEB @>PB

LC *>KR>OV� QEB >@QR>I JLKQEIV MBO@BKQ>DB T>P @ILPBO QL ������

MBO@BKQ��TEF@E�MOLSFABP�QEB�JLKQEIV�CLOB@>PQ�LC����� �� � �

*>KR>OV ���� P>IBP � >KKR>I P>IBP ���� Z * >KR>OV MBO@BKQ>DB �

�������� �	�Z�� �����MBO @BKQ	������� �� � �

5 PFKD QEB P>JB >MMOL>@E� EB T>P >?IB QL @LJMRQB CLOB@>PQBA

P>IBP CLO &B?OR>OV >KA ->O@E� 4L J>FKQ>FK P>IBP� !IBU LCCBOP EFP

@RPQLJBOP > O>QEBO DBKBOLRP @OBAFQ MLIF@V� ( B >PHP QEBJ QL M>V ��

MBO@BKQ LC QEB ?FII FK QEB JLKQE FK TEF@E QEB TLOH FP ALKB� >KLQEBO

�� MBO@BKQ LC QEB ?FII FK QEB CLIILTFKD JLKQE� >KA QEB OBJ>FKFKD ��

MBO@BKQ LC QEB ?FII QT L JLK QEP >CQBO QEB TLOH E>P ?BBK @LJMIBQBA�

&LO !IBU QL MOLGB@Q @>PE FKCILTP CLO *>KR>OV� EB TLRIA KBBA QL

@LKPFABO P>IBP COLJ QEB QT L MOFLO JLKQEP_$B@BJ?BO >KA

. LSBJ?BO� ( FP MOLGB@QBA @>PE FKCILTP CLO *>KR>OV TLRIA ?B

��� X#E>MQBO���
�!@@LRKQFKD�>KA�#>PE�&ILT



ABQBOJFKBA >P CLIILTP� �4EBPB @>I@RI>QFLKP E>SB ?BBK OLRKABA QL

QEB�KB>OBPQ�ALII>O�	

. LSBJ?BO ���� P>IBP � �� ����� $B @BJ?BO ���� P>IBP � �������

*>KR>OV ���� P>IBP � ���� �� � @>PE FKCILT COLJ . LSBJ?BO ���� P>IBP

� ��� ����� 	 Z �� MBO@BKQ � ������ @ >PE FKCILT COLJ $B @BJ?BO ����

P>IBP � �������� 	 Z �� MBO@BKQ � ���� ��� @ >PE FKCILT COLJ * >KR>OV

���� P>IBP � ����� �� �	 Z �� MBO @BKQ � ������� QLQ>I @ >PE FKCILTP COLJ

LMBO>QFLKP���PRJ�LC�@>PE�FKCILTP�CLO�QEOBB�JLK QEP������� ����

!IB U QEBK BPQFJ>QBP EFP @>PE LRQCILTP COLJ LMBO>QFLKP� &OLJ M>PQ

BUMBOFBK@B� EB HKLTP QE>Q QEB MRO@E>PBP LC M>OQP >KA J>QBOF>IP ORK

>MMOLUFJ>QBIV �� MBO@BKQ LC QEB ALII>O S>IRB LC EFP P>IBP� (LT BSBO�

?B@>RPB LC ABI>VP FK >@NRFOFKD M>OQP >KA J>QBOF>IP� EB JRPQ LOABO

QEBJ FK >AS>K@B� ( B E>P QL >KQF@FM>QB TE>Q P>IBP TLRIA ?B QEB

CLIILTFKD JLKQE >KA E>P QL MI>@B > MRO@E>PB LOABO MOBAF@>QBA LK

QE>Q S>IRB� &ROQEBO� �� MBO@BKQ LC QE>Q ALII>O S>IRB FP FK QE>Q JLKQE

>KA QEB OBJ>FKFKD �� MBO@BKQ FP FK QEB CLIILTFKD JLKQE� 4EFP @>K

?B FIIRPQO>QBA CLO *>KR>OV ����� 4 L ABQBOJFKB QEB MRO@E>PBP LC M>OQP

>KA J>QBOF>IP FK *>KR>OV� EB ?BDFKP TFQE EFP CLOB@>PQ CLO P>IBP FK

&B?OR>OV������

&B?OR>OV ���� P>IBP � ���� �� � M>OQP >KA J>QBOF>IP MRO@E>PBP FK

*>KR>OV ���� � �� MBO @BKQ LC &B?OR>OV ���� P>IBP � �� MBO @BKQ Z

���� �� ����������� �

( B FP L?IFD>QBA QL M>V �� MBO@BKQ LC QEFP >JLRKQ FK *>KR>OV ����

>KA QEB OBJ>FKFKD �� MBO@BKQ FK &B?OR>OV ����� 4EFP >IPL JB >KP

QE>Q EFP @>PE LRQI>V FK *>KR>OV ���� JRPQ FK@IRAB > M>VJBKQ CLO ��

MBO@BKQ�LC�$B@BJ?BOaP�MRO@E>PBP�

M>OQP >KA J>QBOF>IP MRO@E>PBP FK $B@BJ?BO ���� � �� MBO @BKQ

LC *>KR>OV ���� P>IBP � �� MBO @BKQ Z ���� �� � � ������� M>O QP >KA

J> QBOF>IP @>PE LRQI>V FK *>KR>OV ���� � �� MBO @BKQ LC MRO@E>PBP

*>KR>OV ���� � �� MBO @BKQ LC MRO@E>PBP $B@BJ?BO ���� M>O QP >KA

J> QBOF>IP @>PE LRQI>V FK *>KR>OV ���� � � �� MBO@BKQ Z ������� 	 � � ��

MBO@BKQ�Z�������� 	������� ����

)K >AAFQFLK QL MRO@E>PFKD M>OQP >KA J>QBOF>IP� !IBU E>P QL @LKPFABO

EFP LMBO>QFLK>I BUMBKPBP� TEF@E FK@IRAB T>DBP� M>VOLII Q>UBP� LCCF@B

PRMMIFBP� OBM>FOP� >ASBOQFPFKD� >KA BUMBKPBP OBI>QBA QL >RQLJL?FIBP�

#E>MQBO���
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MELKB ?FIIP� OBKQ� RQFIFQFBP� BUMBKPBP >PPL@F>QBA TFQE >@@LRKQFKD

PBOSF@BP� >KA Q>UBP� 4EBPB >OB FQBJFWBA FK QEB Q>?IB ?BILT � !AAFKD FK

QEBPB�BUMBKPBP�?OFKDP�EFP�QLQ>I�@>PE�LRQCILT���� �����

&LO *>KR>OV ����� EB E>P KL @>PE FKCILTP LO @>PE LRQCILTP TFQE

OBPMB@Q QL BFQEBO FKSBPQJBKQ >@QFSFQFBP LO CFK>K@FKD >@QFSFQFBP� 4EFP

JB >KP QE>Q EFP QLQ>I @>PE CILT CLO *>KR>OV ���� O BMOBPBKQP QEB

AFCCBOBK@B ?BQT BBK @>PE FKCILTP >KA LRQCILTP CLO LMBO>QFLK>I

>@QFSFQFBP� (FP @>PE CILT CLO *>KR>OV ���� T >P > MLPFQFSB S>IRB LC

��� ���� "B @>RPB EB BKABA $B@BJ?BO ���� TF QE > @>PE MLPFQFLK LC

������ � QEB >AAFQFLK LC QEFP ������ ?OFKDP EFP @>PE MLPFQFLK >Q QEB BKA

LC *>KR>OV ���� QL �������� ( FP ?>KH� TFQE TEF@E EB E>P >K LMBK IFKB

LC @OBAFQ� OBNRFOBP QE>Q EB J>FKQ>FK > JFKFJRJ LC ������ FK EFP @>PE

>@@LRKQ B>@E JLKQE� 3ELRIA !IBU AOLM ?BILT QEFP >JLRKQ� EFP ?>KH

TFII�IBKA�EFJ_>RQLJ>QF@>IIV_RM�QL������� �

)Q FP RPBCRI QL BU>JFKB QEB OBPQ LC EFP MOLGB@QFLKP� &B?OR>OV ����

CLIILTP JR@E >P *>KR>OV ����� !IB U T>P >?IB QL MOLAR@B > MLPFQFSB

KBQ @>PE CILT FK &B?OR>OV LC ��� ��� � TEF@E ?OLRDEQ EFP BKAFKD @>PE

MLPFQFLK�>Q�QEB�BKA�LC�&B?OR>OV������QL���� ��� ��

5KIFHB QEB LQEBO JLKQEP LC ����� !IB U MI>KKBA LK MOLAR@FKD @>PE

CILTP TFQE OBPMB@Q QL FKSBPQJBKQ >@QFSFQFBP FK ->O@E ����� ( B

MI>KKBA LK PBIIFKD >K >PPBQ QL > COFBKA >KA >KQF@FM>QBA > MLPFQFSB

@>PE CILT L C ���� CO LJ QEFP P>IB� (B >IPL MI>KKBA LK MRO@E>PFKD

> RPBA S>K FK ->O@E ���� >KA BPQFJ>QBA QE>Q QEB MOF@B TLRIA ?B

���� ��� � ( FP FKQBKQFLK T>P QL M>V CLO QEB S>K COLJ EFP @>PE >@@LRKQ

>KA KLQ Q>HB LRQ > @>O IL>K� (FP @>PE LRQCILTP CLO ->O@E ���� T BOB

> KBD>QFSB ���� � ��� 7F QE QEB ?>KHaP OBNRFOBJBKQ LC J>FKQ>FKFKD >

������ JFKFJRJ ?>I>K@ B� QEFP JB>KQ QE>Q !IBU >@QFS>QBA QEB

>RQLJ>QF@ ?LOOLTFKD LMQFLK COLJ EFP ?>KH QL QEB >JLRKQ LC ���� �

)Q OBNRFOBA PLJB BCCLOQ LK !IBUaP M>OQ QL ?RFIA QEB @>PE
CILT

PMOB>APEBBQ� ?RQ FQ BK>?IBA EFJ QL BU>JFKB S>OFLRP LMQFLKP� PR@E

>P QEB FJM>@Q LC ABCBOOFKD QEB MRO@E>PB LC QEB S>K RKQFI ->V �����

!IQELRDE >KV @>PE
CILT PMOB>APEBBQ FP ABMBKABKQ LK QEB >@@RO>@V

LC CLOB@>PQP� FQ FP > JB@E>KFPJ ?V TEF@E > PJ>II ?RPFKBPP LTKBO

@>K BU>JFKB S>OFLRP P@BK>OFLP >KA ABQBOJFKB QEB MLPPF?IB FJM>@Q LC

QELPB�P@BK>OFLP�LK�EFP�LO�EBO�LSBO>II�@>PE�CILT �

�� � X#E>MQBO���
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�6H=� ADL�;GDB
)E:G 6I>C<
� 8I>K>I>:H
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�6H=�#C;ADL
;GDB
)E:G 6I>DCH

3>IBP �� ����� ������� ���� �� � ���� �� � ������ �

#>PE�CILT�COLJ
JLK QE�LC�P>IBP ������� ������� ���� ���

#>PE�CILT�COLJ
MOFLO�JLKQEaP
P>IBP

���� ��� �� ���� ���� ��

#>PE�CILT�COLJ
QT L�JLK QEaP
MOFLO�P>IBP

������ ��� �� � ��� ���

4LQ>I�@>PE
FKCILT�COLJ
LMBO>QFLKP

���� ��� ��� ���� ���� ���

* 6GIH�*JG8=6H:H

#>PE�LRQCILT
CLO�QEFP�JLKQEaP
MRO@E>PBP

�� ���� �� ���� �� ����

#>PE�LRQCILT
CLO�MOFLO
JLK QEaP
MRO@E>PBP

������ ������ ����� �

'O LPP�T>DBP
�BU@IRABP
TFQEAO>T >IP	

��� ��� ��� ��� ��� ���

0>VOLII�BUMBKPBP
�Q>UBP��BQ@�	 ���� ���� ����

/RQPFAB�PBOSF@BP �_ �_ �_

3RMMIFBP��LCCF@B
>KA�LMBO>QFKD	 ��� ��� ���

2BM>FOP�>KA
J>FKQBK>K@B �_ �_ ����

!A SBOQFPFKD ���� ���� ����
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!@@LRKQFKD�>KA
IBD>I ���� ���� ����

2BKQ ��� ��� ��� ��� ��� ���

4BIBMELKB ��� ��� ���

5 QFIFQFBP ���� ���� ����

)KPRO>K@B ���� ���� ����

4>UBP��OB>I
BPQ>QB��BQ@�	 �_ �_ ��� ���

)KQBOBPQ �_

/QEBO�BUMBKPBP �_ �_ �_

. DI6A�86H=
DJI; ADLH�;GDB
DE:G6I>DCH

��� ���� ������� �� �����

3>IB�LC�>PPBQ �_ �_ ����

3>IB�LC�AB?Q�LO
BNRFQV �_ �_ �_

#LIIB@QFLK�LC
MOFK@FM>I�LK�>
IL>K

�_ �_ �_

. DI6A�86H=�;ADL
;GDB�>CK:HI>C<
68I>K>I>:H

�_ �_ ����

0RO@E>PB�LC
MI>KQ��MOLMBOQV�
>KA�BNRFMJBKQ

�_ �_ ���� ���

0RO@E>PB�LC
AB?Q �_ �_ �_

. DI6A�86H=
DJI; ADLH�;GDB
>CK:HI>C<

�_ �_ ���� ���

3>IBP�LC
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BNRFQV

�_ �_ �_

)PPRB�LC�AB?Q
FKPQORJBKQP �_ �_ �_
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( DK:B7:G �:8:B7:G $6CJ6GN  :7GJ6GN ' 6G8=

. DI6A�86H=
>C;ADL�;GDB
;>C6C8>C<
68I>K>I>:H

�_ �_ �_

0>VJBKQ�LC
AFSFABKAP �_ �_ �_

2BABJMQFLK�LC
ILKD
QBOJ�AB?Q �_ �_ �_

. DI6A�86H=
DJI; ADLH�;GDB
;>C6C8>C<

�_ �_ �_

. BQ�@>PE�CILT ��� ��� ��� ��� ����� � ��	

, :FJ>G:9�86H=
76A6C8:

������ ������ ������ ������ ������

2BNRFOBA
?LOOLTFKD �_ �_ �� ��� 	

Key Takeaways

d 4L�QORIV�RKABOPQ>KA�ELT�T BII�>�?RPFKBPP�FP�ALFKD�OBNRFOBP�>K

>?FIFQV�QL�RKABOPQ>KA�QEB�CFK>K@F>I�PQ>QBJBKQP�LC�QEB�?RPFKBPP�

d 4EB�?>I>K@B�PEBBQ�PELTP�TE>Q�>�?RPFKBPP�LTKP�>KA�TE>Q

@I>FJP�>OB�LK�QEB�?RPFKBPP�

d 4EB�FK@LJB�PQ>QBJBKQ�PELTP�ELT�MOLCFQ>?IB�>�?RPFKBPP�FP�>KA

FABKQFCFBP�QEB�BUMBKPBP�LC�QEB�?RPFKBPP�

d #>PE�CILT�FP�QEB�IFCB?ILLA�LC�>�?RPFKBPPaP�LMBO>QFLK�

d #>PE
CILT�MOLGB@QFLKP�>OB�SFQ>I�CLO�>KV�?RPFKBPP�

Financial Ratio Analysis

One can say that figur es lie. But figur es, when used in

financial ar guments, seem to have the bad habit of expr essing

��� X#E>MQBO���
�!@@LRKQFKD�>KA�#>PE�&ILT



a small part of the truth f orcibly, and neglecting the other , as

do some people we know. 
 &OBA�3@ET BA��

7 B MOBSFLRPIV AFP@RPPBA QEB AFCCBOBK@BP ?BQT BBK J>K>DBOF>I

>@@LRKQFKD >KA CFK>K@F>I >@@LRKQFKD� ->K>DBOF>I >@@LRKQFKD

CL@RPBP LK MOLSFAFKD FKCLOJ>QFLK QE>Q FP RPBCRI CLO QEB J>K>DBOP

LC > CFOJ� &FK>K@F>I >@@LRKQFKD MOLSFABP FKCLOJ>QFLK QL FKQBOBPQBA

BUQBOK>I @LKPQFQRBK@FBP� "LQE RPB FKCLOJ>QFLK ABOFSBA COLJ

CFK>K@F>I PQ>QBJBKQP� 4EBPB KRJ?BOP� ELT BSBO� J> V KLQ MOLSFAB

> PFKDRI>O FKPFDEQ FKQL QEB LSBO>II B@LKLJF@ BCCB@QFSBKBPP LC >KV

M>OQF@RI>O ?RPFKBPP� 4EBPB KRJ?BOP JRPQ ?B MI>@BA FK PLJB CLOJ

LC @LKQBUQ� !P >K BU>JMIB� PRMMLPB VLR >OB QLIA QE>Q > M>OQF@RI>O

?RPFKBPP B>OKBA �� JFIIFLK T LOQE LC MOLCFQ I>PQ VB>O� /? SFLRPIV�

B>OKFKD > �� JFIIFLK MOLCFQ FP ?BQQBO QE>K > �� JFIIFLK MOLCFQ >KA

@BOQ>FKIV ?BQQBO QE>K > �� JFIIFLK ILPP� (LT BSBO� VLR >OB PQFII IBCQ TFQE

QEB NRBPQFLK LC BU>@QIV ELT DLLA QE>Q �� JFIIFLK MOLCFQ FP� !CQBO >II�

FC VLR TBOB QLIA QE>Q 7>IJ>OQ J>AB LKIV �� JFIIFLK MOLCFQ I>PQ VB>O�

VLR TLRIA IFHBIV ?B @LK@BOKBA TFQE OBPMB@Q QL QEB J>K>DBJBKQ

@>M>?FIFQV >KA MBOCLOJ>K@B LC 7>IJ>OQ� ->HFKD LKIV �� JFIIFLK

MOLCFQ LK OBSBKRBP FK BU@BPP LC ���� ?FIIFLK T LOQE LC P>IBP TLRIA KLQ

?B >Q >II FJMOBPPFSB� ( LT BSBO� FC VLR TBOB QLIA QE>Q > JLJ
>KA
MLM

DOL@BOV PQLOB J>AB �� JFIIFLK MOLCFQ I>PQ VB>O ?>PBA LK �� JFIIFLK

LC P>IBP� VLR TLRIA ?B >J>WBA >Q QE>Q JLJ
>KA
MLM PQLOB >KA ELIA

QEBJ�FK�@LKPFABO>?IB�BPQBBJ�CLO�QEBFO�J>K>DBJBKQ�@>M>?FIFQV�

/KB T >V LC MRQQFKD CFK>K@F>I A>Q> FKQL > @LJM>O>QFSB @LKQBUQ

FP HKLTK >P CFK>K@F>I O>QFL >K>IVPFP� &OLJ > CFK>K@F>I >@@LRKQFKD

PQ>KAMLFKQ� O>QFL >K>IVPFP BK>?IBP BUQBOK>I @LKPQFQRBK@FBP QL

BS>IR>QB QEB MBOCLOJ>K@B LC > CFOJ TFQE OBPMB@Q QL LQEBO CFOJP

FK QE>Q M>OQF@RI>O FKARPQOV� 4EFP FP PLJBQFJBP OBCBOOBA QL >P

@LJM>O>QFSB O>QFL >K>IVPFP� &OLJ > J>K>DBOF>I >@@LRKQFKD

��� b!@@LRKQFKD�1RLQBP�c�1CFK>K@B��>@@BPPBA�&B?OR>OV����

������T T T �NCFK>K@B�@LJ �CFK>K@B
>KA
?RPFKBPP


NRLQBP�>@@LRKQFKD�
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PQ>KAMLFKQ� O>QFL >K>IVPFP @>K >PPFPQ > J>K>DBJBKQ QB>J QL FABKQFCV

>OB>P QE>Q JFDEQ ?B LC @LK@BOK� 4EB J>K>DBJBKQ QB>J @>K QO>@H QEB

MBOCLOJ>K@B LK QEBPB O>QFLP >@OLPP QFJB QL ABQBOJFKB TEBQEBO QEB

FKAF@>QLOP >OB FJMOLSFKD LO AB@IFKFKD� 4EFP FP OBCBOOBA QL >P QOBKA

O>QFL >K>IVPFP� 4EBOB >OB IFQBO>IIV P@LOBP LC CFK>K@F>I O>QFLP QE>Q @>K

?B�@>I@RI>QBA�QL�BS>IR>QB�>�CFOJaP�MBOCLOJ>K@B�

&FK>K@F>I O>QFLP @>K ?B DOLRMBA FKQL CFSB @>QBDLOFBP�A>FJ>9>IN

G6I>DH� ;>C6C8>6A A:K:G6<: G6I>DH� 6HH:I B6C6<:B:C I DG :;;>8>:C8N

G6I>DH� >KAB6G@:I K 6AJ: G6I>DH� "B@>RPB J>KV PJ>II ?RPFKBPPBP >OB

KLQ MR?IF@IV EBIA >KA E>SB KL MR?IF@IV QO>ABA PQL@H� J>OHBQ O>QFLP

MI>V KL OLIB FK >K>IVWFKD > PJ>II CFOJaP MBOCLOJ>K@B� 4EFP PB@QFLK TFII

OBSFBT�PLJB�L C�QEB�JLPQ�@LJJLKI V�RPBA�O>QFLP�FK�B>@E�@>QBDLOV�

,FNRFAFQV O>QFLP MOLSFAB FKPFDEQ FKQL > CFOJaP >?FIFQV QL JBBQ FQP

PELOQ
QBOJ AB?Q L?IFD>QFLKP� )Q AO>TP FKCLOJ>QFLK COLJ > ?RPFKBPPaP

@ROOBKQ >PPBQP >KA @ROOBKQ IF>?FIFQFBP QE>Q >OB CLRKA LK QEB ?>I>K@B

PEBBQ� 4EB JLPQ @LJJLKI V RPBA IFNRFAFQV O>QFL FP QEB @ROOBKQ O>QFL

DFSBK�?V�QEB�CLOJRI>

8JGG:C I�6HH:IH���8JGG:C I�A>67>A>I>:H

4EB KLOJ>I ORIB LC QERJ? FP QE>Q QEB @ROOBKQ O>QFL PELRIA ?B

DOB>QBO QE>K LKB FC > CFOJ FP QL OBJ>FK PLISBKQ� 4EB DOB>QBO QEFP O>QFL

FP >?LSB LKB� QEB DOB>QBO FQP >?FIFQV QL JBBQ PELOQ
QBOJ L?IFD>QFLKP�

!P TFQE >II O>QFLP� >KV S>IRB KBBAP QL ?B MI>@BA FK @LKQBUQ� 4EFP FP

LCQBK ALKB ?V ILLHFKD >Q PQ>KA>OA O>QFL S>IRBP CLO QEB P>JB FKARPQOV�

4EBPB O>QFLP >OB MOLSFABA ?V $RK >KA "O>APQOBBQ� QEBPB A>Q> >OB >IPL

>S>FI>?IB�LK�TB?PFQBP��PR@E�>P�"FWPQ>QP�@LJ�

!KLQEBO O>QFL RPBA QL BS>IR>QB > ?RPFKBPPaP >?FIFQV QL JBBQ FQP

PELOQ
QBOJ AB?Q L?IFD>QFLKP FP QEB NRF@H O>QFL_>IPL HKLTK >P QEB

>@FA QBPQ� )Q FP > JLOB PQOFKDBKQ SBOPFLK LC QEB @ROOBKQ O>QFL QE>Q

OB@LDKFWBP QE>Q FKSBKQLOV FP QEB IB>PQ IFNRFA LC >II @ROOBKQ >PPBQP�

! CFOJ JFDEQ CFKA FQ FJMLPPF?IB QL FJJBAF>QBIV QO>KPCBO QEB ALII>O

S>IRB LC FKSBKQLOV FKQL @>PE QL JBBQ PELOQ
QBOJ L?IFD>QFLKP� 4ERP

QEB NRF@H O>QFL� FK BCCB@Q� S>IRBP QEB FKSBKQLOV ALII>O S>IRB >Q WBOL�

4EB�NRF@H�O>QFL�FP�DFSBK�?V�QEB�CLIILTFKD�CLOJRI>�

8JGG:C I�6HH:IH�V�>CK:C IDGN���8JGG:C I�A>67>A>I>:H
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5 PFKD QEB A>Q> MOLSFABA FK QEB ?>I>K@B PEBBQ CLO !@JB

%KQBOMOFPBP��TB�@>K�@LJMRQB�QEB�@ROOBKQ�O>QFL�>KA�QEB�NRF@H�O>QFL�

&>FJ>9>IN�,6 I>D�, :HJAIH
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���

!@JBaP�@ROOBKQ
O>QFL � ��� � ��� � ��� � ��� � ��� � ���

)KARPQOVaP�@ROOBKQ
O>QFL ���� �� �� �� �� �� � � �� �� �� ��

!@JBaP�NRF@H�O>QFL � ��� � ��� � ��� � ��� � ��� � ���

)KARPQOVaP�NRF@H
O>QFL �� �� �� � � � ��� � ��� � ��� � ���

/KB PELRIA FJJB AF>QBIV KLQF@B QE>Q QEFP ?RPFKBPP >MMB>OP QL ?B FK

PBOFLRP QOLR?IB� . LKB LC QEB @ROOBKQ O>QFLP >OB >?LSB LC S>IRB LC ��� �

TEF@E FKAF@>QBP QE>Q QEB ?RPFKBPP TLRIA ?B RK>?IB QL JBBQ PELOQ


QBOJ L?IFD>QFLKP QL FQP @OBAFQLOP PELRIA QEBV E>SB QL ?B M>FA� !@JBaP

@ROOBKQ O>QFLP >OB ?BILT QEB FKARPQOVaP >SBO>DB S>IRBP� ELT BSBO� FQ

PELRIA ?B KLQBA QE>Q QEB FKARPQOVaP S>IRBP >OB NRFQB @ILPB QL LKB�

&ROQEBO� QEB @ROOBKQ O>QFL S>IRBP CLO !@JB >KA QEB FKARPQOV >OB

AB@IFKFKD� ?RQ !@JBaP >OB AB@IFKFKD NRFQB PFDKFCF@>KQIV� 4EFP FKAF@>QBP

QEB CFK>K@F>IIV MOB@>OFLRP MLPFQFLK LC QEB CFOJ FP DOLTFKD PQB>AFIV

T LOPB� 4EB NRF@H O>QFL PELTP >K BSBK AFOBO PFQR>QFLK PELRIA QEB

CFOJ KLQ ?B >?IB QL PBII LCC FQP FKSBKQLOV >Q J>OHBQ S>IRB� !@JBaP

NRF@H O>QFL S>IRBP >OB TBII ?BILT QEB FKARPQOVaP >SBO>DB� 7FQELRQ

QEBPB QT L O>QFLP� > NRF@H MBORP>I LC QEB QLQ>I @ROOBKQ >PPBQP LC !@JB

%KQBOMOFPBP TLRIA OBPRIQ FK > C>IPB FJMOBPPFLK QE>Q QEB CFOJ FP

DOLTFKD�FK�>�EB>IQEV�C>PEFLK�>KA�@ROOBKQ�>PPBQP�>OB�OFPFKD�

&FK>K@F>I IBSBO>DB O>QFLP MOLSFAB FKCLOJ>QFLK LK > CFOJaP >?FIFQV

QL JBBQ FQP QLQ>I >KA ILKD
QBOJ AB?Q L?IFD>QFLKP� )Q AO>TP LK

FKCLOJ>QFLK COLJ ?LQE QEB ?>I>K@B PEBBQ >KA QEB FK@LJB PQ>QBJBKQ�

4EB CFOPQ LC QEBPB O>QFLP_QEB AB?Q O>QFL_FIIRPQO>QBP QEB BUQBKQ QL

TEF@E > ?RPFKBPPaP >PPBQP >OB CFK>K@BA TFQE AB?Q� 4EB CLOJRI> CLO

QEB�AB?Q�O>QFL�FP�>P�CLIILTP�

IDI6A�9:7I���IDI6A�6HH:IH
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! S >OF>QFLK LK QEB AB?Q O>QFL FP QEB O>QFL LC AB?Q QL QEB QLQ>I

LTKBOaP BNRFQV �QEB AB?Q
QL
BNRFQV O>QFL	� !P TFQE QEB LQEBO O>QFLP�

LKB @>KKLQ Q>ODBQ > PMB@FCF@� ABPFO>?IB S>IRB CLO QEB AB?Q
QL
BNRFQV

O>QFL� -BAF>K S>IRBP TFII S>OV PFDKFCF@>KQIV >@OLPP AFCCBOBKQ

FKARPQOFBP� 4EB >RQLJL?FIB FKARPQOV� TEF@E FP O>QEBO @>MFQ>I

FKQBKPFSB� E>P AB?Q
QL
BNRFQV O>QFLP >?LSB QT L� /QEBO FKARPQOFBP�

PR@E >P MBOPLK>I @LJMRQBOP� J>V E>SB AB?Q
QL
BNRFQV O>QFLP RKABO

� ��� �� 4EB�CLOJRI>�CLO�QEB�AB?Q
QL
BNRFQV�O>QFL�FP�>P�CLIILTP�

IDI6A�9:7I���IDI6A�D LC:GSH�:FJ>IN

/KB @>K OBCFKB QEFP O>QFL ?V BU>JFKFKD LKIV QEB ILKD
QBOJ MLOQFLK

LC QLQ>I AB?Q QL QEB LTKBOaP BNRFQV� #LJM>OFKD QEBPB QT L AB?Q
QL


BNRFQV O>QFLP DFSBP FKPFDEQ FKQL QEB BUQBKQ QL TEF@E > CFOJ FP RPFKD

ILKD
QBOJ AB?Q SBOPRP PELOQ
QBOJ AB?Q� 4EB CLOJRI> CLO QEB ILKD


QBOJ�AB?Q
QL
LTKBOaP�BNRFQV�O>QFL�FP�>P�CLIILTP�

ADC<
I:GB�9:7I���IDI6A�D LC:GSH�:FJ>IN

4EB FKQBOBPQ @LSBO>DB O>QFL BU>JFKBP QEB >?FIFQV LC > CFOJ QL @LSBO

LO JBBQ QEB FKQBOBPQ M>VJBKQP QE>Q >OB ARB FK > ABPFDK>QBA MBOFLA�

4EB�CLOJRI>�CLO�QEB�FKQBOBPQ�@LSBO>DB�O>QFL�FP�>P�CLIILTP�

�� #.���IDI6A�>CI:G:HI�8=6G<:H

4EB CFK>K@F>I IBSBO>DB O>QFLP CLO !@JB >KA FQP FKARPQOV >OB

MOLSFABA ?BILT � )KQBOBPQFKDIV� !@JBaP AB?Q
QL
QLQ>I
>PPBQP O>QFL E>P

AB@IFKBA LSBO QEB I>PQ PFU VB>OP� &ROQEBO� FQP O>QFL E>P >IT >VP ?BBK

ILT BO QE>K QEB FKARPQOV >SBO>DB FK BSBOV VB>O� 4EFP PQ>KAP FK

@LKQO>PQ QL QEB IFNRFAFQV O>QFLP� 4EB ?RPFKBPPaP AB?Q
QL
BNRFQV O>QFL

E>P AB@IFKBA MOB@FMFQLRPIV LSBO QEB I>PQ PFU VB>OP >KA T>P

PFDKFCF@>KQIV ILT BO QE>K QEB FKARPQOV >SBO>DBP� 4EB P>JB FP QORB

CLO QEB ILKD
QBOJ AB?Q
QL
BNRFQV O>QFLP� 4EBPB O>QFLP E>SB AB@IFKBA

CLO PBSBO>I OB>PLKP� 4EB QLQ>I >PPBQP LC QEB CFOJ E>SB ALR?IBA LSBO

QEB I>PQ PFU VB>OP� >KA BNRFQV E>P DOLTK ? V > C>@QLO LC CFSB TEFIB

��� b$B?Q�%NRFQV�2>QFL�c�)KSBPQLMBAF>��>@@BPPBA�$B@BJ?BO���

������T T T �FKSBPQLMBAF>�@LJ �QBOJP�$ �

AB?QBNRFQVO>QFL�>PM�

��� X#E>MQBO���
�!@@LRKQFKD�>KA�#>PE�&ILT



QEB ILKD
QBOJ AB?Q E>P OBJ>FKBA @LKPQ>KQ� )Q TLRIA >MMB>O QE>Q

QEB CFOJ E>P ?BBK CFK>K@FKD FQP DOLTQE TFQE PELOQ
QBOJ AB?Q >KA

FQP LTK MOLCFQP� (LT BSBO� LKB PELRIA KLQB QE>Q QEBI>B:H >CI:G:HI

:6GC:9 G6I>DE>P AB@IFKBA AO>J> QF@>IIV� C>IIFKD QL >MMOLUFJ>QBIV E>IC

QEB IBSBI LC QEB FKARPQOV >SBO>DB FK ���� � 4EFP FKAF@>QBP QE>Q QEB

CFOJ E>P IBPP >?FIFQV QL JBBQ FQP AB?Q L?IFD>QFLKP� )K @LKGRK@QFLK TFQE

QEB OBPRIQP LC QEB LQEBO O>QFLP� LKB TLRIA P>V QE>Q !@JB E>P OBIFBA�

BU@BPPFSBIV� LK FQP PELOQ
QBOJ AB?Q >KA PELRIA Q>HB >@QFLKP QL OBQROK

QL�>�CFOJBO�CFK>K@F>I�CLLQFKD�

 >C6C8>6A�&:K:G6<:�,6 I>DH�,:HJAIH
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!@JBaP�AB?Q
QL
QLQ>I�>PPBQP
O>QFL � ��� � ��� � ��� � ��� � �� � � ���

)KARPQOVaP�AB?Q
QL
QLQ>I
>PPBQP�O>QFL �� �� � �� � � ��� � ��� � �� � � ���

!@JBaP�AB?Q
QL
BNRFQV�O>QFL ���� ���� �� �� ���� ���� ����

)KARPQOVaP�AB?Q
QL
BNRFQV
O>QFL ���� ���� �� � � ���� ���� �� ��

!@JBaP�ILKD
QBOJ
AB?Q
QL
BNRFQV�O>QFL ���� �� � � � ��� � ��� � ��� � ���

)KARPQOVaP�ILKD
QBOJ
AB?Q
QL
BNRFQV�O>QFL ���� ���� ���� ���� ���� ����

!@JBaP�QFJBP�FKQBOBPQ
B>OKBA�O>QFL ��� �� ����� �� ��� ���� � ��� ����

)KARPQOVaP�QFJBP�FKQBOBPQ
B>OKBA�O>QFL ����� ��� �� �� ��� �� ��� �� ��� �� ���

4EB KBUQ DOLRMFKD LC O>QFLP FP QEB MOLCFQ>?FIFQV O>QFLP� %PPBKQF>IIV�

QEBPB O>QFLP ILLH >Q QEB >JLRKQ LC MOLCFQ QE>Q FP ?BFKD DBKBO>QBA

?V B>@E ALII>O LC P>IBP �OBSBKRB	� 2BJBJ?BO� COLJ QEB OBSFBT L C

QEB FK@LJB PQ>QBJBKQ� TB @>K FABKQFCV QEOBB AFCCBOBKQ JB>PROBP LC

MOLCFQ� DOLPP MOLCFQ� LMBO>QFKD MOLCFQ� >KA KBQ MOLCFQ� %>@E JB>PROB LC

MOLCFQ @>K ?B BU>JFKBA TFQE OBPMB@Q QL QEB KBQ P>IBP LC > ?RPFKBPP�

>KA B>@E @>K DFSB RP > AFCCBOBKQ FKPFDEQ FKQL QEB LSBO>II BCCF@FBK@V LC

>�CFOJ�FK�DBKBO>QFKD�MOLCFQ�

#E>MQBO���
�!@@LRKQFKD�>KA�#>PE�&ILT X���



4EB CFOPQ MOLCFQ>?FIFQV O>QFL BU>JFKBP ELT JR@E DOLPP MOLCFQ FP

DBKBO>QBA ?V B>@E ALII>O LC OBSBKRB >KA FP DFSBK ?V QEB CLIILTFKD

CLOJRI>�

<GDHH�EGD;>I�B6G<>C���<GDHH�EGD;>I���G :K:C J:

4EB KBUQ BU>JFKBP LMBO>QFKD MOLCFQ MBO ALII>O LC P>IBP >KA FP

@>I@RI>QBA�FK�QEB�CLIILTFKD�J>KKBO�

DE:G6I>C<�EGD;>I�B6G<>C���DE:G6I>C<�EGD;>I���G :K:C J:

, >PQIV� QEB KBQ MOLCFQ J>ODFK FP QEB LKB QE>Q FP JLPQIV RPBA QL

BS>IR>QB QEB LSBO>II MOLCFQ>?FIFQV LC > ?RPFKBPP� )Q FP ABQBOJFKBA >P

CLIILTP�

C:I�EGD;>I�B6G<>C���C:I�EGD;>I���G :K:C J:

4EB MOLCFQ>?FIFQV O>QFLP CLO !@JB >KA FQP FKARPQOV >OB MOLSFABA

?BILT � !@JB E>P PBBK > PIFDEQ FK@OB>PB FK FQP DOLPP MOLCFQ J>ODFK

LSBO QEB I>PQ PFU VB>OP� TEF@E FKAF@>QBP > OBAR@QFLK FK BFQEBO AFOB@Q

I>?LO LO AFOB@Q J>QBOF>IP @LPQP� !@JBaP DOLPP MOLCFQ J>ODFK FP PIFDEQIV

ILT BO� >@OLPP QEB PFU VB>OP� QE>K QEB FKARPQOVaP JB>K S>IRBP� !@JBaP

LMBO>QFKD MOLCFQ J>ODFKP E>SB AB@IFKBA� M>OQF@RI>OIV PFK@B ����� 4EFP

T LRIA FKAF@>QB� FK IFDEQ LC >K FK@OB>PFKD DOLPP MOLCFQ J>ODFK� QE>Q

FQP LMBO>QFKD BUMBKPBP E>SB FK@OB>PBA MOLMLOQFLK>QBIV� !@JBaP

LMBO>QFKD MOLCFQ J>ODFKP E>A M>OFQV TFQE FQP FKARPQOV RKQFI �����

4EB JLPQ QOLR?IBPLJB OBPRIQP J>V ?B QEB KBQ MOLCFQ J>ODFKP� TEF@E

BUMBOFBK@BA > LKB
QEFOA AB@IFKB LSBO QEB I>PQ PFU VB>OP� !IQELRDE

QEB FKARPQOVaP KBQ MOLCFQ J>ODFKP E>SB AB@IFKBA� QEBV E>SB KLQ ALKB

PL >Q QEB P>JB O>QB >P QELPB CLO !@JB� 4EBPB OBPRIQP FKAF@>QB QE>Q

!@JB KBBAP QL @>OBCRIIV OBSFBT FQP LMBO>QFLK>I BUMBKPBP TFQE > @IB>O

FKQBKQFLK�QL�OBAR@B�QEBJ�

*GD;>I67>A>IN�,6 I>DH�,:HJAIH

��� X#E>MQBO���
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!@JBaP�DOLPP�MOLCFQ
J>ODFK �� �� �� �� ��� � ��� � ��� � ��� �

)KARPQOVaP�DOLPP�MOLCFQ
J>ODFK ���� ���� ��� � ���� ���� ����

!@JBaP�LMBO>QFKD�MOLCFQ
J>ODFK ���� ���� ��� � ��� � ���� �� ��

)KARPQOVaP�LMBO>QFKD
MOLCFQ�J>ODFK ��� � ���� ���� ���� ��� � ����

!@JBaP�KBQ�MOLCFQ�J>ODFK � �� �� � ��� � �� � �� �� �

)KARPQOVaP�KBQ�MOLCFQ
J>ODFK � �� ��� ��� ��� ��� � ��

4EB I>PQ @>QBDLOV LC CFK>K@F>I O>QFLP FP QEB >PPBQ J>K>DBJBKQ LO

BCCF@FBK@V O>QFLP� 4EBPB O>QFLP >OB ABPFDKBA QL PELT EL T T BII >

?RPFKBPP FP RPFKD FQP >PPBQP� 4EBPB O>QFLP >OB BUQOBJBIV FJMLOQ>KQ

CLO J>K>DBJBKQ QL ABQBOJFKB FQP LTK BCCF@FBK@V� 4EBOB >OB J>KV

AFCCBOBKQ >@QFSFQV LO BCCF@FBK@V O>QFLP� (BOB TB TFII BU>JFKB GRPQ >

CBT � 4EB P>IBP
QL
FKSBKQLOV O>QFL @LJMRQBP QEB KRJ?BO LC ALII>OP

LC P>IBP DBKBO>QBA ?V B>@E ALII>O LC FKSBKQLOV� &FOJP QE>Q >OB >?IB

QL DBKBO>QB DOB>QBO P>IBP SLIRJB CLO > DFSBK IBSBI LC FKSBKQLOV >OB

MBO@BFSBA >P ?BFKD JLOB BCCF@FBKQ� 4EFP O>QFL FP ABQBOJFKBA >P

CLIILTP�

H6A:H�ID�>CK:C IDGN���H6A:H���>CK:C IDGN

4EBOB >OB LQEBO BCCF@FBK@V O>QFLP QE>Q ILLH >Q ELT T BII > ?RPFKBPP

FP J>K>DFKD FQP FKSBKQLOV� 3LJB ILLH >Q QEB KRJ?BO LC A>VP LC

FKSBKQLOV LK E>KA� LQEBOP ILLH >Q QEB KRJ?BO LC QFJBP FKSBKQLOV

FP QROKBA LSBO AROFKD QEB VB>O� "LQE @>K ?B RPBA QL JB>PROB QEB

LSBO>II BCCF@FBK@V LC QEB FKSBKQLOV MLIF@V LC > CFOJ� &LO PFJMIF@FQVaP

P>HB��QEBPB�O>QFLP�TFII�KLQ�?B�OBSFBT BA�FK�QEFP�QBUQ�

4EB P>IBP
QL
CFUBA
>PPBQ O>QFL FP >KLQEBO BCCF@FBK@V JB>PROB QE>Q

ILLHP >Q QEB KRJ?BO LC ALII>OP LC P>IBP DBKBO>QBA ?V > ?RPFKBPPaP

CFUBA >PPBQP� !D>FK� LKB FP ILLHFKD CLO > I>ODBO S>IRB QE>K QEB FKARPQOV

>SBO>DB ?B@>RPB QEFP TLRIA FKAF@>QB QE>Q > ?RPFKBPP FP JLOB BCCF@FBKQ

FK�RPFKD�FQP�CFUBA�>PPBQP��4EFP�O>QFL�FP�ABQBOJFKBA�>P�CLIILTP�

#E>MQBO���
�!@@LRKQFKD�>KA�#>PE�&ILT X���
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!KLQEBO @LJJLKI V RPBA BCCF@FBK@V O>QFL FP QEB A>VP
FK


OB@BFS>?IBP O>QFL� 4EFP O>QFL PELTP QEB >SBO>DB KRJ?BO LC A>VP FQ

Q>HBP QL @LIIB@Q >@@LRKQP OB@BFS>?IBP� 4EB ABPFOBA QOBKA CLO QEFP O>QFL

FP > OBAR@QFLK� FKAF@>QFKD QE>Q > CFOJ FP ?BFKD M>FA JLOB NRF@HIV ?V

FQP�@RPQLJBOP��4EFP�O>QFL�FP�ABQBOJFKBA�>P�CLIILTP�

96NH >C G:8:> K67A:H � 688DJCIH G:8:> K67A: � � H6A:H � ����� .=: ���

>C�I=:�9:CDB>C6IDG�G:EG:H:C IH�I=:�C JB7:G�D ;�96NH�>C�6�N:6G
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!@JBaP�P>IBP�QL
FKSBKQLOV ���� ���� ���� ���� ���� ����

)KARPQOVaP�P>IBP�QL
FKSBKQLOV ���� ��� � ���� ���� ���� ��� �

!@JBaP�P>IBP�QL�CFUBA
>PPBQP ���� � �� � �� �� ���� �� �� ����

)KARPQOVaP�P>IBP�QL
CFUBA�>PPBQP � ��� � ��� �� �� ���� �� �� ����

!@JBaP�A>VP�FK
OB@BFS>?IBP ���� ���� ���� ���� ���� ����

)KARPQOVaP�A>VP�FK
OB@BFS>?IBP ���� ��� � ���� � � �� ���� ����

!IJLPQ FJJB AF>QBIV LKB PELRIA KLQF@B PBSBO>I FKQBOBPQFKD PBQP LC

S>IRB� !@JBaP P>IBP
QL
FKSBKQLOV O>QFLP CLO QEB MBOFLA ���� QL ����

>KA FQP A>VP FK OB@BFS>?IBP CLO QEB P>JB QFJB CO>JB >OB @LKPQ>KQ�

4EFP FP KLQ QORB CLO QEB FKARPQOV S>IRBP� 4EFP JFDEQ FKAF@>QB QE>Q

!@JB E>P > OFDLOLRP MLIF@V LC QVFKD FQP FKSBKQLOV IBSBI QL P>IBP�

,FHBTFPB� FQ TLRIA >MMB>O QE>Q !@JB E>P PLJB CLOJ>I MLIF@V QL

BUMIF@FQIV IFKH >@@LRKQP OB@BFS>?IB QL P>IBP SLIRJB� ) KARPQOV S>IRBP

CLO ?LQE O>QFLP CIR@QR>QBA >@OLPP QEB QFJB PM>K� ELT BSBO� FQ PELRIA

?B KLQBA QE>Q QEB FKARPQOVaP A>VP FK OB@BFS>?IBP CIR@QR>QBA >@OLPP >

O>QEBO K>OOLT ?>KA� !@JBaP P>IBP QL CFUBA >PPBQP E>SB ?BBK AB@IFKFKD

COLJ ���� QL ���� � )K C>@Q� FQ E>P AOLMMBA >IJLPQ FK E>IC� 4EFP FP

> PFDK QE>Q !@JBaP >?FIFQV QL J>K>DB FQP >PPBQP SFP
[
SFP P>IBP E>P

��� X#E>MQBO���
�!@@LRKQFKD�>KA�#>PE�&ILT



AB@IFKBA PFDKFCF@>KQIV >KA PELRIA ?B > PLRO@B LC @LKPFABO>?IB TLOOV

CLO�QEB�J>K>DBJBKQ�QB>J�

&FK>K@F>I O>QFLP PBOSB >K BUQOBJBIV RPBCRI MROMLPB CLO PJ>II

?RPFKBPP LTKBOP TEL >OB >QQBJMQFKD QL FABKQFCV QOBKAP FK QEBFO

LTK LMBO>QFLKP >KA PBB ELT T BII QEBFO ?RPFKBPPaP PQ>KA RM >D>FKPQ

FQP @LJMBQFQLOP� !P PR@E� LTKBOP PELRIA MBOFLAF@>IIV OBSFBT QEBFO

CFK>K@F>I O>QFLP QL DBQ > ?BQQBO RKABOPQ>KAFKD LC QEB @ROOBKQ MLPFQFLK

LC�QEBFO�CFOJP�

Key Takeaways

d &FK>K@F>I�O>QFLP�BK>?IB�BUQBOK>I�@LKPQFQRBK@FBP�QL�BS>IR>QB�QEB

MBOCLOJ>K@B�LC�>�CFOJ�TFQE�OBPMB@Q�QL�LQEBO�CFOJP�FK�>

M>OQF@RI>O�FKARPQOV�

d 2>QFL�>K>IVPFP�@>K�EBIM�>�J>K>DBJBKQ�QB>J�FABKQFCV�>OB>P�QE>Q

JFDEQ�?B�LC�@LK@BOK�

d 4EB�J>K>DBJBKQ�QB>J�@>K�QO>@H�QEB�MBOCLOJ>K@B�LK�QEBPB

O>QFLP�>@OLPP�QFJB�QL�ABQBOJFKB�TEBQEBO�QEB�FKAF@>QLOP�>OB

FJMOLSFKD�LO�AB@IFKFKD�

d &FK>K@F>I�O>QFLP�@>K�?B�DOLRMBA�FKQL�CFSB�@>QBDLOFBP��IFNRFAFQV

O>QFLP��CFK>K@F>I�IBSBO>DB�O>QFLP��>PPBQ�J>K>DBJBKQ�LO

BCCF@FBK@V�O>QFLP��MOLCFQ>?FIFQV�O>QFLP��>KA�J>OHBQ�S>IRB�O>QFLP�

#E>MQBO���
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10. Chapter 10 - Financial
Management

The Importance of Financial
Management in Small

Business

#E>MQBO � b!@@LRKQFKD >KA #>PE &ILTc AFP@RPPBP QEB @OFQF@>I

FJMLOQ>K@B LC > PJ>II ?RPFKBPP LTKBO RKABOPQ>KAFKD QEB

CRKA>JBKQ>IP LC >@@LRKQFKD_bQEB I>KDR>DB LC ?RPFKBPP�c 4EFP

@E>MQBO BU>JFKBP CFK>K@B >KA >ODRBP QE>Q QEB PJ>II ?RPFKBPP LTKBO

PELRIA >@NRFOB > ?>PF@ RKABOPQ>KAFKD LC PLJB HBV MOFK@FMIBP FK

QEFP AFP@FMIFKB� /KB NRBPQFLK QE>Q JFDEQ @LJB QL PLJBLKBaP JFKA

FJJB AF>QBIV FP >P CLIILTP� b7 E>Q FP QEB AFCCBOBK@B ?BQT BBK

>@@LRKQFKD >KA CFK>K@B�c !P >K >@>ABJF@ AFP@FMIFKB� CFK>K@B ?BD>K

FK QEB B>OIV AB@>ABP LC QEB QT BKQFBQE @BKQROV� 7 B E>SB >IOB>AV PBBK

QE>Q >@@LRKQFKD MOBA>QBP QEB CLOJ>I PQRAV LC CFK>K@B ?V JFIIBKKF>��

�� b$FCCBOBK@B�?BQT BBK�!@@LRKQFKD�>KA�&FK>K@B�c

$FCCBOBK@B"BQT BBK�KBQ��>@@BPPBA�&B?OR>OV���������

��� X#E>MQBO����
�&FK>K@F>I
->K>DBJBK Q



9BQ PLJB E>SB >ODRBA QE>Q >@@LRKQFKD PELRIA ?B PBBK >P > PR?PBQ

LC CFK>K@B�� /QEBOP E>SB >ODRBA QE>Q ?LQE >@@LRKQFKD >KA CFK>K@B

PELRIA ?B PBBK >P PR?AFP@FMIFKBP LC B@LKLJF@P� .LQ PROMOFPFKDIV�

LQEBOP E>SB >ODRBA FK C>SLO LC QEB MOFJ>@V LC >@@LRKQFKD� )C TB DBQ

?BVLKA QEFP AB?>QB� TB @>K PBB QE>Q >@@LRKQFKD FP FKSLISBA TFQE

QEB MOB@FPB OBMLOQFKD LC QEB CFK>K@F>I MLPFQFLK LC > CFOJ QEOLRDE

QEB CFK>K@F>I PQ>QBJBKQP� 4EB >@@LRKQFKD CRK@QFLK FP BUMB@QBA QL

@LIIB@Q� LOD>KFWB� >KA MOBPBKQ CFK>K@F>I FKCLOJ>QFLK FK > PVPQBJ>QF@

C>PEFLK� >C6C8:@>K ?B PBBK >P bQEB P@FBK@B LC JLKBV J>K>DBJBKQc

>KA @LKPFPQP LC QEOBB J>GLO >@QFSFQFBP� CFK>K@F>I MI>KKFKD� CFK>K@F>I

@LKQOLI� >KA CFK>K@F>I AB@FPFLK J>HFKD� &FK>K@F>I MI>KKFKD AB>IP TFQE

QEB >@NRFPFQFLK LC >ABNR>QB CRKAP QL J>FKQ>FK QEB LMBO>QFLKP LC >

?RPFKBPP >KA J>HFKD PROB QE>Q CRKAP >OB >S>FI>?IB TEBK KBBABA�

#LKQOLI PBBHP QL >PPROB QE>Q >PPBQP >OB ?BFKD BCCF@FBKQIV RPBA�

$B@FPFLK
J>HFKD FP >PPL@F>QBA TFQE ABQBOJFKFKD ELT QL >@NRFOB

CRKAP� TEBOB QL >@NRFOB CRKAP� >KA ELT QELPB CRKAP PELRIA ?B RPBA

>KA TFQEFK QEB @LKQBUQ LC QEB OFPH >PPBPPJBKQ LC QEB >CLOBJBKQFLKBA

AB@FPFLKP� !P >K >@>ABJF@ AFP@FMIFKB� CFK>K@B E>P DOLTK

QOBJBKALRPIV�LSBO�QEB�I>PQ�CLRO�AB@>ABP�

-R@E LC QEB TLOH MOLAR@BA AROFKD QEFP MBOFLA MLPPBPPBA ?LQE

>K BPLQBOF@ >K>IVQF@>I NR>IFQV >KA MOLCLRKA MO>@QF@>I @LKPBNRBK@BP�

/KB LKI V E>P QL ILLH >Q KBTPM>MBOP >KA QEB ?RPFKBPP MOBPP� AROFKD

QEB I>PQ CBT VB>OP� QL PBB ELT CFK>K@F>I QEBLOV �BCCF@FBKQ J>OHBQ

EVMLQEBPFP	 >KA CFK>K@F>I JLABIP �LMQFLKP MOF@FKD� ABOFS>QFSBP� >KA

>O?FQO>DB JLABIP	 E>SB MI>VBA > ALJFK>KQ OLIB FK QEB DIL?>I

B@LKLJ V� &LOQRK>QBIV� JLPQ PJ>II ?RPFKBPPBP E>SB KL KBBA QL

T T T �AFCCBOBK@B?BQT BBK�KBQ�?RPFKBPP�AFCCBOBK@B


?BQT BBK�
>@@LRKQFKD
>KA
CFK>K@B�

�� b$FCCBOBK@B�?BQT BBK�!@@LRKQFKD�>KA�&FK>K@B�c

$FCCBOBK@B"BQT BBK�KBQ��>@@BPPBA�&B?OR>OV���������

T T T �AFCCBOBK@B?BQT BBK�KBQ�?RPFKBPP�AFCCBOBK@B


?BQT BBK�
>@@LRKQFKD
>KA
CFK>K@B�

#E>MQBO����
�&FK>K@F>I�->K>DBJBKQX���



AFOB@QIV FKSLISB QEBJPBISBP TFQE QEBPB >K>IVQF@>I >?PQO>@QFLKP� "RQ

QEFP ALBP KLQ JB>K QE>Q PJ>II ?RPFKBPP LTKBOP AL KLQ KBBA QL

@LK@BOK QEBJPBISBP TFQE CRKA>JBKQ>I FPPRBP LC CFK>K@FKD QEBFO

CFOJP�

Acquisition of Funds

#>MFQ>I FP QEB IFCB?ILLA LC >II ?RPFKBPPBP� )Q FP KBBABA QL PQ>OQ�

LMBO>QB� >KA BUM>KA > ?RPFKBPP� #>MFQ>I @LJBP COLJ PBSBO>I PLRO@BP�

BNRFQV��AB?Q��FKQBOK>IIV�DBKBO>QBA�CRKAP��>KA�QO>AB�@OBAFQP�

-DJG8:H�D;��6E> I6A

��� X#E>MQBO����
�&FK>K@F>I�->K>DBJBKQ



%NRFQV CFK>K@FKD O>FPBP JLKBV ?V PBIIFKD > @BOQ>FK PE>OB LC QEB

LTKBOPEFM LC QEB ?RPFKBPP� )Q FKSLISBP KL BUMIF@FQ L?IFD>QFLK LO

BUMB@Q>QFLK� LK QEB M>OQ LC QEB FKSBPQLOP� QL ?B OBM>FA QEBFO

FKSBPQJBKQ� 4EB S>IRB LC BNRFQV CFK>K@FKD IFBP FK QEB M>OQF>I

LTKBOPEFM�LC�QEB�?RPFKBPP�

0BOE>MP QEB J>GLO PLRO@B LC BNRFQV CFK>K@FKD CLO JLPQ PJ>II PQ>OQ


RM ?RPFKBPPBP @LJBP COLJ MBOPLK>I P>SFKDP� 4EB QBOJbootstrapping

OBCBOP QL RPFKD MBOPLK>I� C>JFIV� LO COFBKAPa JLKBV QL PQ>OQ >

?RPFKBPP�� 4EB RPB LC LKBaP LTK JLKB V �LO QE>Q LC C>JFIV >KA COFBKAP	

FP > PQOLKD FKAF@>QLO QE>Q > ?RPFKBPP LTKBO E>P > PQOLKD @LJJF QJBKQ

�� b&FK>K@FKD�c�3J>II�" RPFKBPP�.LQBP��>@@BPPBA�$B@BJ?BO���

������T T T �PJ>II ?RPFKBPPKLQBP�@LJ �?RPFKBPP
CFK>K@BP�

CFK>K@FKD�

#E>MQBO����
�&FK>K@F>I�->K>DBJBKQX���



QL >KA ?BIFBC FK QEB PR@@BPP LC QEB ?RPFKBPP� )C > ?RPFKBPP FP CFK>K@BA

QLQ>IIV COLJ LKB aP MBOPLK>I P>SFKDP� QE>Q JB>KP QEB LTKBO LO QEB

LMBO>QLO�E>P�QLQ>I�@LKQOLI�LC�QEB�?RPFKBPP�

)C > ?RPFKBPP FP PQOR@QROBA >P > @LOMLO>QFLK� FQ J>V FPPRB PQL@H�

'BKBO>IIV� QT L J>GLO QVMBP LC PQL@H J>V ?B FPPRBA� @LJJLK PQL@H

>KA MOBCBOOBA PQL@H� )Q PELRIA ?B KLQBA QE>Q FK JLPQ @>PBP� LTKBOP

LC @LJJLK PQL@H E>SB TE>Q >OB HKLTK >P SLQFKD OFDEQP� 4EBV E>SB

> MOLMLOQFLK>I SLQB �AFOB@QIV OBI>QBA QL QEB KRJ?BO LC PE>OBP QEBV

LTK	 CLO JBJ?BOP LC QEB ?L>OA LC AFOB@QLOP� 0OBCBOOBA PQL@H ALBP

KLQ @>OOV TFQE FQ SLQFKD OFDEQP� ?RQ FQ E>P > CLOJ LC DR>O>KQBBA

AFSFABKA�

#LOMLO>QFLKP QE>Q FPPRB PQL@H JRPQ @LJMI V TFQE PBSBO>I PQBMP

QL JBBQ ?LQE CBABO>I >KA PQ>QB PQ>QRQBP� FK@IRAFKD QEB CLIILTFKD�

LRQIFKBP QL FPPRB PQL@H QL PE>OBELIABOP� ABQBOJFKFKD QEB MOF@B >KA

KRJ?BO LC PE>OBP QL ?B FPPRBA� @OB>QFKD PQL@H @BOQFCF@>QBP�

ABSBILMFKD > OB@LOA QL OB@LOA >II PQL@H QO>KP>@QFLKP� >KA JBBQFKD

>II CBABO>I >KA PQ>QB PB@ROFQFBP OBNRFOBJBKQP�� 3J>IIBO ?RPFKBPPBP

J> V @ELLPB QL FPPRB PQL@H LKIV QL QELPB TEL TBOB FKSLISBA FK QEB

FKFQF>I FKSBPQJBKQ LC QEB ?RPFKBPP� )K PR@E @>PBP� LKB DBKBO>IIV ALBP

KLQ E>SB QL OBDFPQBO QEBPB PB@ROFQFBP TFQE PQ>QB LO CBABO>I >DBK@FBP�

( LT BSBO��LKB�J> V�?B�OBNRFOBA�QL�CFII�LRQ�>II�QEB�CLOJP��

#E>MQBO � b4EB " RPFKBPP 0I>Kc AFP@RPPBP QT L PLRO@BP LC @>MFQ>I

FKSBPQJBKQ� SBKQROB @>MFQ>IFPQ >KA >KDBI FKSBPQLOP� 6BKQROB

@>MFQ>IFPQP >OB ILLHFKD CLO PR?PQ>KQF>I OBQROKP LK QEBFO FKFQF>I

FKSBPQJBKQ_CFSB� QBK� PLJBQFJBP BSBK QT BKQV
CFSB QFJBP QEBFO

�� b#EB@HIFPQ��)PPRFKD�3QL@H�c�3>K�&O>K@FP@L�#EOLKF@IB�

>@@BPPBA�$B@BJ?BO����������>II ?RPFKBPP�PCD>QB�@LJ �

�����
 ��EQJI�

�� b( LT�QL�&LOJ�>�#LOMLO>QFLK�c�9>ELL��3J>II�" RPFKBPP

!A SFPLO��!MOFI�����������>@ @BPPBA�&B?OR>OV���������

PJ>II ?RPFKBPP�V>ELL�@LJ �>A SFPLO�EL T 
QL
CLOJ
>


@LOMLO>QFLK�
��������� �EQJI�

��� X#E>MQBO����
�&FK>K@F>I�->K>DBJBKQ



LOFDFK>I FKSBPQJBKQ� 4EBV TFII ?B ILLHFKD CLO CFOJP QE>Q @>K O>MFAIV

DBKBO>QB PFDKFCF@>KQ MOLCFQP LO PFDKFCF@>KQ DOLTQE FK P>IBP� !KDBI

FKSBPQLOP J>V ?B JLOB >QQO>@QBA QL QEBFO FKQBOBPQ FK QEB PJ>II

?RPFKBPP @LK@BMQ QE>K FK OB>MFKD PFDKFCF@>KQ OBQROKP� 4EFP FP KLQ

QL P>V QE>Q QEBV >OB KLQ FKQBOBPQBA FK OB@LRMFKD QEBFO LOFDFK>I

FKSBPQJBKQ TFQE PLJB QVMB LC PFDKFCF@>KQ OBQROK� )Q FP JR@E JLOB

IFHBIV QE>Q >KDBI FKSBPQLOP� >P @LJM>OBA QL SBKQROB @>MFQ>IFPQP� TFII

MI>V > JR@E JLOB >@QFSB OLIB FK QEB AB@FPFLK
J>HFKD MOL@BPP LC QEB

PJ>II�?RPFKBPP�

/KB >OB> CLO MLPPF?IB @>MFQ>I FKCRPFLK FKQL > PJ>II ?RPFKBPP J>V

@LJB COLJ > PROMOFPFKD PLRO@B� ->K V PQRABKQP �>KA PLJB >ARIQP	

J> V CFKA CRKAFKD QL PQ>OQ RM > ?RPFKBPP QEOLRDE ?RPFKBPP MI>K

@LJMBQFQFLKP� 4EBPB @LJMBQFQFLKP >OB LCQBK ELPQBA ?V @LIIBDBP >KA

RKFSBOPFQFBP LO PJ>II ?RPFKBPP >PPL@F>QFLKP� 4EB @>MFQ>I FKSBPQJBKQ

J> V KLQ ?B I>ODB� ?RQ FQ JFDEQ ?B BKLRDE QL PQ>OQ SBOV PJ>II

?RPFKBPPBP�

$B?Q CFK>K@FKD OBMOBPBKQP > IBD>I L?IFD>QFLK QL OBM>V QEB LOFDFK>I

AB?Q MIRP FKQBOBPQ� -LPQ AB?Q CFK>K@FKD FKSLISBP > CFUBA M>VJBKQ

P@EBARIB QL OBM>V ?LQE MOFK@FM>I >KA FKQBOBPQ� ! C>FIROB QL JBBQ

QEB P@EBARIB E>P PBOFLRP @LKPBNRBK@BP� TEF@E JFDEQ FK@IRAB QEB

?>KHORMQ@V LC QEB ?RPFKBPP� 4ELPB TEL MOLSFAB AB?Q CFK>K@FKD

BUMB@Q QE>Q QEB MOFK@FM>I TFII ?B OBM>FA TFQE FKQBOBPQ� ?RQ QEBV >OB

KLQ�CLOJ>I�FKSBPQLOP�FK�QEB�?RPFKBPP�

4EBOB >OB KRJBOLRP PLRO@BP CLO AB?Q CFK>K@FKD� 3LJB PJ>II

?RPFKBPPBP ?BDFK TFQE CFK>K@FKD ?V ?LOOLTFKD COLJ COFBKAP >KA

C>JFIV� 3LJB CFOJP J>V @ELLPB QL CFK>K@B ?RPFKBPP LMBO>QFLKP ?V

RPFKD BFQEBO MBOPLK>I LO @LOMLO>QB @OBAFQ @>OAP� 4EFP >MMOL>@E QL

CFK>K@FKD @>K ?B BUQO>LOAFK>OFIV BUMBKPFSB DFSBK QEB FKQBOBPQ O>QBP

@E>ODBA LK @OBAFQ @>OAP >KA QEB MLPPF?FIFQV QE>Q QEB @OBAFQ @>OA

@LJM>KFBP J>V @E>KDB �?V > PFDKFCF@>KQ >JLRKQ	 QEB @OBAFQ IFJFQ

>PPL@F>QBA�TFQE�QEB�@OBAFQ�@>OA�

4EB I>ODBPQ PLRO@B LC AB?Q CFK>K@FKD CLO PJ>II ?RPFKBPPBP FK QEB

#E>MQBO����
�&FK>K@F>I�->K>DBJBKQX���



5KFQBA 3Q>QBP @LJBP COLJ @LJJBO @F>I ?>KHP�� ">KH IBKAFKD @>K

Q>HB J>KV CLOJP� 4EB JLPQ @LJJLK IL>K PMB@FCFBP QEB >JLRKQ

LC JLKBV QL ?B OBM>FA TFQEFK > PMB@FCF@ QFJB CO>JB CLO > PMB@FCF@

FKQBOBPQ O>QB� 4EBPB IL>KP @>K ?B BFQEBO PB@ROBA LO RKPB@ROBA�

3B@ROBA IL>KP FKSLISB MIBADFKD PLJB >PPBQP_PR@E >P > ELJB� OB>I

BPQ>QB� J>@EFKBOV� >KA MI>KQ_>P @LII>QBO>I� 5KPB@ROBA IL>KP MOLSFAB

KL PR@E @LII>QBO>I� "B@>RPB QEBV >OB OFPHFBO CLO QEB ?>KH� QEBV

DBKBO>IIV�E>SB�EFDEBO�FKQBOBPQ�O>QBP�

4EB 3J>II " RPFKBPP !AJFKFPQO>QFLK �3"!	 E>P > I>ODB KRJ?BO LC

MOLDO>JP ABPFDKBA QL EBIM PJ>II ?RPFKBPPBP� 4EBPB FK@IRAB QEB

?RPFKBPP IL>K MOLDO>JP� FKSBPQJBKQ MOLDO>JP� >KA ?LKAFKD

MOLDO>JP� 4EB 3"! LMBO>QBP QEOBB AFCCBOBKQ IL>K MOLDO>JP� )Q PELRIA

?B RKABOPQLLA QE>Q QEB 3"! ALBP KLQ J>HB QEB IL>K FQPBIC QL >

PJ>II ?RPFKBPP ?RQ O>QEBO DR>O>KQBBP > MLOQFLK LC QEB IL>K QL FQP

M>OQKBOP QE>Q FK@IRAB MOFS>QB IBKABOP� JF@OLIBKAFKD FKPQFQRQFLKP� >KA

@LJJRKF QV ABSBILMJBKQ LOD>KFW>QFLKP� 4L PB@ROB LKB LC QEBPB

IL>KP� QEB ?LOOLT BO JRPQ JBBQ @OFQBOF> PBQ CLOQE ?V QEB 3"!� )Q

PELRIA ?B OB@LDKFWBA QE>Q QEBPB 3"! IL>K ORIBP >KA DRFABIFKBP @>K

?B >IQBOBA ?V QEB 53 #LKDOBPP >KA >OB ABMBKABKQ LK MOBS>FIFKD

B@LKLJF@ >KA MLIFQF@>I @LKAFQFLKP� 4EB CLIILTFKD PR?PB@QFLKP ?OFBCIV

ABP@OF?B�PLJB�LC�QEB�IL>K�MOLDO>JP�RPBA�?V�QEB�3"!�

Loan Programs

4EFP @I>PP LC IL>KP J>V ?B RPBA CLO > S>OFBQV LC OB>PLKP� FK@IRAFKD

QEB MRO@E>PB LC I>KA� ?RFIAFKDP� BNRFMJBKQ� J>@EFKBOV� PRMMIFBP� LO

�� b( LT�7FII�>�#OBAFQ�#ORK@E�!CCB@Q�3J>II�" RPFKBPP

&FK>K@B��c�&BABO>I�2BPBOSB�">KH�LC�3>K�&O>K@FP@L��->O @E

������� ��>@@BPPBA�$B@BJ?BO����������T T T �CO?PC�LOD�

MR?IF@>QFLKP�B @LKLJF@P�IB QQBO����� �BI����
�� �EQJI�

��� X#E>MQBO����
�&FK>K@F>I�->K>DBJBKQ



J> QBOF>IP� )Q J>V >IPL ?B RPBA CLO ILKD
QBOJ TLOHFKD @>MFQ>I �M>VFKD

>@@LRKQP M>V>?IB LO QEB MRO@E>PB LC FKSBKQLOV	� )Q J>V BSBK ?B

RPBA QL MRO@E>PB >K BUFPQFKD ?RPFKBPP� 4EFP @I>PP LC IL>KP @>KKLQ�

ELT BSBO� ?B RPBA QL OBCFK>K@B BUFPQFKD AB?Q� QL M>V ABIFKNRBKQ Q>UBP�

LO�QL�@E>KDB�?RPFKBPP�LTKBOPEFM�

d - E:8>6A
EJGEDH:�AD6CH�EGD<G6B� 4EBPB�IL>KP�>OB�ABPFDKBA�QL

>PPFPQ�PJ>II�?RPFKBPPBP�CLO�PMB@FCF@�MROMLPBP��4EBV�E>SB�?BBK

RPBA�QL�EBIM�PJ>II�?RPFKBPPBP�MRO@E>PB�>KA�FK@LOMLO>QB

MLIIRQFLK�@LKQOLI�PVPQBJP��ABSBILM�BJMILVBB�PQL@H�LTKBOPEFM

MI>KP��>KA�>FA�@LJM>KFBP�KBD>QFSBIV�FJM>@QBA�?V�QEB�.LOQE

!JBOF@>K�&OBB�4O>AB�!DOBBJBKQ��.!&4 !	��) Q�FK@IRABP�MOLDO>JP

PR@E�>P�QEB�#!0 ,FKBP��TEF@E�MOLSFAB�>PPFPQ>K@B�QL�?RPFKBPPBP

CLO�JBBQFKD�QEBFO�PELOQ
QBOJ�TLOHFKD�@>MFQ>I�KBBAP��4EBOB�FP

>IPL�QEB�#LJJRKFQV�!AGRPQJBKQ�>KA�)KSBPQJBKQ�0OLDO>J��4EFP

MOLDO>J�FP�ABPFDKBA�QL�>PPFPQ�?RPFKBPPBP�QE>Q�JFDEQ�E>SB�?BBK

>ASBOPBIV�FJM>@QBA�?V�.!&4 !�

d �MEG:HH�6C9�E>ADI�EGD<G6BH� 4EBPB�IL>K�MOLDO>JP�>OB

ABPFDKBA�QL�>@@BIBO>QB�QEB�MOL@BPP�LC�MOLSFAFKD�IL>KP��3"!

%UMOBPP�@>K�OBPMLKA�QL�>�IL>K�>MMIF@>QFLK�TFQEFK�QEFOQV
PFU

ELROP�TEFIB�>IPL�MOLSFAFKD�ILT BO�FKQBOBPQ�O>QBP�

d �DBB JC>IN�:MEG:HH�EGD<G6BH� 4EBPB�MOLDO>JP�>OB�ABPFDKBA

QL�>PPFPQ�?LOOLT BOP�TELPB�?RPFKBPPBP�>OB�IL@>QBA�FK

B@LKLJF@>IIV�ABMOBPPBA�OBDFLKP�LC�QEB�@LRKQOV�

d * 6IG>DI�:MEG:HH�AD6CH�4EBPB�IL>KP�>OB�ABPFDKBA�QL�>PPFPQ

JBJ?BOP�LC�QEB�53�JFIFQ>OV�TEL�TFPE�QL�@OB>QB�LO�BUM>KA�>

PJ>II�?RPFKBPP��4EBPB�IL>KP�E>SB�ILT BO�FKQBOBPQ�O>QBP�>KA�@>K

?B�RPBA�CLO�PQ>OQFKD�>�?RPFKBPP��OB>I�BPQ>QB�MRO@E>PBP��TLOHFKD

@>MFQ>I��BUM>KPFLKP��>KA�EBIMFKD�QEB�?RPFKBPP�FC�QEB�LTKBO

PELRIA�?B�ABMILVBA�

d �MEDGI AD6C EGD<G6BH� 'FSBK QEB OBJ>OH>?IB C>@Q QE>Q ��

MBO@BKQ LC !JBOF@>K BUMLOQBOP E>SB IBPP QE>K QT BKQV

BJMILVBBP� FQ FP KLQ PROMOFPFKD QE>Q QEB 3"! J>HBP > PMB@F>I

#E>MQBO����
�&FK>K@F>I�->K>DBJBKQX���



BCCLOQ QL PRMMLOQ QEBPB ?RPFKBPPBP ?V MOLSFAFKD PMB@F>IFWBA IL>K

MOLDO>JP��4EBPB�MOLDO>JP�FK@IRAB�QEB�CLIILTFKD�

� �MEDGI��MEG:HH�*GD<G6B� 4EFP�MOLDO>J�E>P�>�O>MFA

QROK>OLRKA�QFJB�QL�PRMMLOQ�BUMLOQ
?>PBA�>@QFSFQFBP��)Q�@>K

MOLSFAB�CLO�CRKAP�RM�QL����������T LOQE�LC�CFK>K@FKD�

&FK>K@FKD�@>K�?B�BFQEBO�>�QBOJ�IL>K�LO�>�IFKB�LC�@OBAFQ�

� �MEDGI�1DG@>C<��6E>I6A�*GD<G6B� !�J>GLO�@E>IIBKDB�QE>Q

PJ>II�BUMLOQBOP�C>@B�FP�QEB�C>@Q�QE>Q�J>KV�!JBOF@>K�?>KHP

TFII�KLQ�MOLSFAB�TLOHFKD�@>MFQ>I�>AS>K@BP�LK�LOABOP�

OB@BFS>?IBP��LO�BSBK�IBQQBOP�LC�@OBAFQ��4EFP�3"!�MOLDO>J

>PPROBP�RM�QL�QEB����MBO@BKQ�LC�>�IL>K�PL�>P�QL�BKE>K@B�>

?RPFKBPPaP�BUMLOQ�TLOHFKD�@>MFQ>I�

� -� ��6C9��M 
#B��6C@��D<J6G 6CI::�*G D<G6B� 4EFP�FP�>K

BUQBKPFLK�LC�QEB�%UMLOQ�7LOHFKD�#>MFQ>I�0OLDO>J�>KA

AB>IP�TFQE�BUM>KAFKD�>�?RPFKBPPaP�BUMLOQ�TLOHFKD�@>MFQ>I

IFKBP�RM�QL����JFIIFLK�

� #CI:GC6I>DC6A�.G69:�&D6C�*GD<G6B� 4EFP�MOLDO>J��TF QE�>

J>UFJRJ�DR>O>KQBB�LC�������JFIIFLK��BK>?IBP�PJ>II

?RPFKBPPBP�QL�PQ>OQ�>K�BUMLOQFKD�MOLDO>J��BKI>ODB�>K

BUMLOQFKD�MOLDO>J��LO�AB>I�TFQE�QEB�@LKPBNRBK@BP�LC

@LJMBQFQFLK�COLJ�L SBOPB>P�FJMLOQP�

!KLQEBO PLRO@B LC AB?Q CFK>K@FKD FP QEB FPPR>K@B LC ?LKAP� "LKAP

>OB MOLJFPPLOV KLQBP� 4EBOB >OB J>KV CLOJP LC ?LKAP� >KA EBOB TB

AFP@RPP LKIV QEB JLPQ ?>PF@ QVMB� 4EB CRKA>JBKQ>I CLOJ>Q LC QEB

?LKA FP QE>Q FQ FP > AB?Q FKPQORJBKQ QE>Q MOLJFPBP QL OBM>V > CFUBA

>JLRK Q LC JLKBV TFQEFK > DFSBK QFJB CO>JB TEFIB MOLSFAFKD FKQBOBPQ

M>VJBKQP LK > OBDRI>O ?>PFP� 4EB FPPR>K@B LC ?LKAP FP DBKBO>IIV

>K LMQFLK >S>FI>?IB QL ?RPFKBPPBP TFQE > @LOMLO>QFLK CLOJ>Q� )Q >IPL

OBNRFOBP�BUQBKPFSB�IBD>I�>KA�CFK>K@F>I�MOBM>O>QFLKP�

!KLQEBO PLRO@B LC @>MFQ>I FP QEB DBKBO>QFLK LC FKQBOK>I CRKAFKD�

4EFP PFJMIV JB>KP QE>Q > ?RPFKBPP MILTP FQP OBQ>FKBA B>OKFKDP ?>@H

FKQL QEB ?RPFKBPP� 4EFP FP > SF>?IB PLRO@B LC @>MFQ>I TEBK > ?RPFKBPP

FP�EFDEIV�MOLCFQ>?IB�

4EB I>PQ PLRO@B LC @>MFQ>I FP QO>AB @OBAFQ� 4O>AB @OBAFQ FKSLISBP

��� X#E>MQBO����
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MRO@E>PFKD PRMMIFBP LO BNRFMJBKQ QEOLRDE CFK>K@FKD J>AB >S>FI>?IB

?V SBKALOP� 4EFP >MMOL>@E J>V >IILT PLJB LKB QL >@NRFOB FKSBKQLOV

LC J>QBOF>IP >KA PRMMIFBP TFQELRQ E>SFKD QEB CRII MOF@B >Q QEB QFJB LC

MRO@E>PB� 3LJB >K>IVPQP P>V QE>Q QO>AB @OBAFQ FP QEB PB@LKA I>ODBPQ

PLRO@B LC CFK>K@FKD CLO PJ>II ?RPFKBPPBP >CQBO ?LOOLTFKD COLJ

?>KHP�� 4O>AB�@OBAFQ�FP�LCQBK�>�SFQ>I�T>V�LC�PB@ROFKD�PRMMIFBP�

4O>AB @OBAFQ FP LCQBK BUMOBPPBA FK QBOJP LC QEOBB FJMLOQ>KQ

KRJ?BOP_> AFP@LRKQ O>QB� QEB KRJ?BO LC A>VP CLO LKB QL M>V QL

NR>IFCV CLO QEB AFP@LRKQ� >KA QEB KRJ?BO LC A>VP LK TEF@E QEB ?FII

JRPQ ?B M>FA� !P >K BU>JMIB� > QO>AB @OBAFQ LCCBOBA ?V > PRMMIFBO

JFDEQ ?B IFPQBA >P ��� ��� � 4EFP QO>KPI>QBP FKQL > � MBO@BKQ AFP@LRKQ

FC QEB ?FII FP M>FA TFQEFK CFSB A>VP LC QEB FPPR>K@B� 4EB QEFOA KRJ?BO

JB >KP QE>Q QEB ?FII JRPQ ?B M>FAin full TFQEFK QEFOQV A>VP�� A>Q>


ROI��E QQM��� T T T �VLRQR?B�@LJ �S �* PBH�01VMWT��

�� !KFQ>�#>JM?BII��b4O>AB�#OBAFQ��7E>Q�)Q�)P�>KA�7EV�9LR

3ELRIA�0>V�! QQBKQFLK�c�3J>II�" RPFKBPP�4OBKAP��->V����

���� ��>@@BPPBA�$B@BJ?BO����������PJ>II ?FWQOBKAP�@LJ �

���� ��� �QO>AB
@OBAFQ
TE>Q
FQ
FP
>KA
TEV
VLR


PELRIA
M>V
>QQBKQFLK�EQJI�

#E>MQBO����
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Capital Structure: Debt
versus Equity

! @OFQF@>I @LJMLKBKQ LC CFK>K@F>I MI>KKFKD CLO >KV ?RPFKBPP FP

ABQBOJFKFKD QEB BUQBKQ QL TEF@E > CFOJ TFII ?B CFK>K@BA ?V AB?Q

>KA ?V BNRFQV� 4EFP AB@FPFLK ABQBOJFKBP QEB;>C6C8>6A A:K:G6<: LC >

?RPFKBPP� ->KV C>@QLOP BKQBO FKQL QEFP AB@FPFLK� M>OQF@RI>OIV CLO QEB

PJ>II ?RPFKBPP� &OLJ QEB @I>PPF@ B@LKLJF@ >KA CFK>K@B MBOPMB@QFSB�

LKB PELRIA BS>IR>QB QEB @LPQ LC ?LQE AB?Q >KA BNRFQV� $B?QaP @LPQ

@BKQBOP I>ODBIV LK QEB FKQBOBPQ O>QB >PPL@F>QBA TFQE > PMB@FCF@ AB?Q�

%NRFQVaP @LPQ FK@IRABP @BAFKD @LKQOLI QL LQEBO BNRFQV M>OQKBOP� QEB

@LPQ LC FPPRFKD PQL@H� >KA AFSFABKA M>VJBKQP� /KB PELRIA >IPL

@LKPFABO QEB C>@Q QE>Q QEB FKQBOBPQ M>VJBKQ LK AB?Q FP ABAR@QF?IB

>KA QEBOBCLOB TFII ILT BO > ?RPFKBPPaP Q>U ?FII�� . BFQEBO QEB @LPQ LC

FPPRFKD�PQL@H�KLO�AFSFABKA�M>VJBKQP�FP�Q>U�ABAR@QF?IB�

, >ODBO ?RPFKBPPBP E>SB J>KV JLOB LMQFLKP >S>FI>?IB QL QEBJ QE>K

PJ>IIBO BKQBOMOFPBP� !IQELRDE QEFP FP KLQ >IT >VP QORB� I>ODBO

?RPFKBPPBP @>K LCQBK >OO>KDB CLO I>ODBO IL>KP >Q JLOB C>SLO>?IB O>QBP

QE>K PJ>IIBO ?RPFKBPPBP�� , >ODBO ?RPFKBPPBP LCQBK CFKA FQ B>PFBO QL

O>FPB�@>MFQ>I�QEOLRDE�QEB�FPPR>K@B�LC�PQL@H��BNRFQV	�

" V FK@OB>PFKD > ?RPFKBPPaP MOLMLOQFLK LC AB?Q� FQP CFK>K@F>I

IBSBO>DB @>K ?B FK@OB>PBA� 4EBOB >OB J>KV OB>PLKP CLO >QQBJMQFKD

�� '> SFK�#>PP>O��b4EB�&FK>K@FKD�LC�"RPFKBPP�3Q>OQRMP�c

*LROK>I�LC�"RPFKBPP�6BKQROFKD��������� 	����� ^���

�� ,LI>�&>?LT >IB��">O?>O>�/OPB��>KA�!I>K�2FAFKD��b'BKABO�

3QOR@QRO>I�&>@QLOP��>KA�#OBAFQ�4BOJP�?BQT BBK�#>K>AF>K

3J>II�" RPFKBPPBP�>KA�&FK>K@F>I�)KPQFQRQFLKP�c

%KQOBMOBKBROPEFM�4EBLOV�>KA�0O>@QF@B���������	���� ^���

��� X#E>MQBO����
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QL FK@OB>PB > ?RPFKBPPaP CFK>K@F>I IBSBO>DB� &FOPQ� LKB FP DOLTFKD QEB

?RPFKBPP TFQE PLJBLKB BIPBaP JLKBV� 3B@LKA� QEBOB FP QEB ABAR@QF?IB

K>QROB LC FKQBOBPQ LK AB?Q� 4EFOA� FK@OB>PFKD LKBaP CFK>K@F>I IBSBO>DB

@>K E>SB > MLPFQFSB FJM>@Q LK QEB ?RPFKBPPaP OBQROK LK BNRFQV� &LO >II

QEBPB ?BKBCFQP� ELT BSBO� QEBOB FP QEB FKBP@>M>?IB C>@Q QE>Q FK@OB>PFKD

> ?RPFKBPPaP AB?Q IBSBI >IPL FK@OB>PBP > ?RPFKBPPaP LSBO>II OFPH� 4EB

QBOJfinancial lever age@>K ?B PBBK >P ?BFKD @LJM>O>?IB QL QEB ?>PB

T LOA_IBSBO� ,B SBOP >OB QLLIP QE>Q @>K >JMIFCV >K FKAFSFAR>IaP MLT BO�

! @BOQ>FK IBSBI LC AB?Q @>K >JMIFCV QEB bIFCQFKDc MLT BO LC > ?RPFKBPP�

( LT BSBO� ?BVLKA > @BOQ>FK MLFKQ� QEB AB?Q J>V ?B LRQ LC OB>@E�

>KA QEBOBCLOB QEB BKQFOB IFCQFKD MLT BO LC CFK>K@F>I IBSBO>DB J>V ?B

ILPQ� "BVLKA QEB ILPP LC IFCQFKD MLT BO� QEB >PPRJMQFLK LC QLL JR@E

AB?Q J>V IB>A QL >K FK>?FIFQV QL M>V QEB FKQBOBPQ LK QEB AB?Q� 4EFP

PFQR>QFLK�?B@LJBP�QEB�@I>PPF@�@>PB�LC�CFIFKD�CLO�?>KHORMQ@V�

� 88:EI67A:�6C9�/ C688:EI67A:�&:K:AH�D;�&:K :G6<:

4EFP J>GLO FPPRB CLO PJ>II ?RPFKBPPBP_ABQBOJFKFKD ELT QL O>FPB

CRKAP QEOLRDE BFQEBO AB?Q LO BNRFQV_LCQBK QO>KP@BKAP B@LKLJF@

LO CFK>K@F>I AB@FPFLKP� &LO J>KV PJ>II ?RPFKBPP LTKBOP� QEB FAB>I

T >V LC CFK>K@FKD ?RPFKBPP DOLTQE FP QEOLRDE DBKBO>QFKD FKQBOK>I

CRKAP� 4EFP JB>KP QE>Q > ?RPFKBPP ALBP KLQ E>SB QL >@NRFOB AB?Q ?RQ

E>P DBKBO>QBA PRCCF@FBKQ MOLCFQP COLJ FQP LMBO>QFLKP� 5KCLOQRK>QBIV�

J>K V PJ>II ?RPFKBPPBP� M>OQF@RI>OIV >Q QEB ?BDFKKFKD� @>KKLQ

DBKBO>QB PRCCF@FBKQ FKQBOK>I CRKAP QL CFK>K@B >OB>P PR@E >P MOLAR@Q

#E>MQBO����
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ABSBILMJBKQ� QEB >@NRFPFQFLK LC KBT J>@EFKBOV� LO J>OHBQ

BUM>KPFLKP� 4EBPB ?RPFKBPPBP E>SB QL OBIV LK PB@ROFKD >AAFQFLK>I

@>MFQ>I�AB?Q��BNRFQV��LO�PLJB�@LJ?FK>QFLK�LC�?LQE�

->K V FKAFSFAR>IP PQ>OQ PJ>II ?RPFKBPPBP TFQE QEB BUMOBPP MROMLPB

LC CFKAFKD FKABMBKABK@B >KA @LKQOLI LSBO QEBFO LTK B@LKLJF@ >KA

?RPFKBPP IFSBP� 4EFP ABPFOB CLO FKABMBKABK@B J> V J>HB J>KV PJ>II

?RPFKBPP LTKBOP >SBOPB QL QEB FAB> LC BNRFQV CFK>K@FKD ?B@>RPB QE>Q

JFDEQ JB>K @BAFKD ?RPFKBPP @LKQOLI QL BNRFQV M>OQKBOP��� !KLQEBO

FPPRB QE>Q J>HBP PLJB PJ>II ?RPFKBPP LTKBOP >SBOPB QL >@NRFOFKD

>AAFQFLK>I BNRFQV M>OQKBOP FP QEB PFJMIB C>@Q QE>Q QEB >@NRFPFQFLK LC

QEBPB M>OQKBOP JB>KP IBPP MOLCFQ QL QEB ?RPFKBPP LTKBO� 4EFP C>@QLO

FK QEB @LKQOLI FPPRB JRPQ ?B @LKPFABOBA TEBK QEB PJ>II ?RPFKBPP

LTKBO FP ILLHFKD QL O>FPB >AAFQFLK>I @>MFQ>I QEOLRDE SBKQROB

@>MFQ>IFPQ�>KA�>KDBI�FKSBPQLOP���

! OB@BKQ OBPB>O@E M>MBO�� BU>JFKBA QEB OBI>QFLKPEFM ?BQT BBK

��� ( >OOV�3>MFBKW>��-��!RAOBV�+LOPD>>OA��>KA�$>KFBI�&LO?BP�

b4EB�3BIC
$B QBOJFK>QFLK�-LAB�LC�>K�%KQOBMOBKBROaP

#ELF@B�LC�&FK>K@FKD�c�FK�!AS>K@BP�FK�%KQOBMOBKBROPEFM�

&FOJ�%JBODBK@B��>KA�'OLTQE��#LDKFQFSB�!MMOL>@EBP�QL

%KQOBMOBKBROPEFM�2BPB>O@E��BA��*BOLJB�!��+> QW�>KA�$B>K

3EBMEBOA��/ UCLOA��%IPBSFBO�*!)������ 	������^ ���

��� !IIBK�. ��"BODBO�>KA�'OBDLOV�&��5ABII��b4EB�%@LKLJF@P�LC

3J>II�" RPFKBPP�&FK>K@B��4EB�2LIBP�LC�0OFS>QB�%NRFQV�>KA

$B?Q�->OHBQP�FK�QEB�&FK>K@F>I�'OLTQE�#V@IB�c�*LROK>I�LC

">KHFKD�>KA�&FK>K@B�����KL���^������� 	�����^ ���

��� 2LT BK>�/OQFW
7 >IQBOP�>KA�->OH�'FRP��b0BOCLOJ>K@B�LC

. BT IV�&LOJBA�-F@OL�&FOJP��4EB�2LIB�LC�#>MFQ>I

&FK>K@FKD�3QOR@QROB�>KA�%KQOBMOBKBROPa�0BOPLK>I

#E>O>@QBOFPQF@Pc��RKMR?IFPEBA�J>KRP@OFMQ	�������

��� X#E>MQBO����
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MOLCFQ>?FIFQV >KA PLRO@BP LC CFK>K@FKD CLO CFOJP QE>Q E>A CBT BO QE>K

QT BKQV
CFSB�BJMILVBBP��)Q�CLRKA�PBSBO>I�O>QEBO�FKQBOBPQFKD�OBPRIQP�

d &FOJP�QE>Q�RPB�LKIV�BNRFQV�E>SB�>�ILT�MOL?>?FIFQV�LC�?BFKD

MOLCFQ>?IB�@LJM>OBA�QL�CFOJP�QE>Q�RPB�LKIV�?RPFKBPP�LO

MBOPLK>I�AB?Q�

d &FOJP�LTKBA�?V�CBJ>IBP�>KA�JFKLOFQV�JBJ?BOP�OBIFBA�IBPP�LK

MBOPLK>I�AB?Q�QE>K�J>IB�>KA�JFKLOFQV�LTKBOP�

d &BJ>IB�LTKBOP�TFII�?B�JLOB�IFHBIV�QL�OBIV�LK�BNRFQV�COLJ

COFBKAP�>KA�C>JFIV�QE>K�QEBFO�J>IB�@LRKQBOM>OQP�

d &FOJP�QE>Q�OBIV�BU@IRPFSBIV�LK�MBOPLK>I�P>SFKDP�QL�CFK>K@B

?RPFKBPP�LMBO>QFLKP�TFII�JLOB�IFHBIV�?B�MOLCFQ>?IB�QE>K�CFOJP

RPFKD�BNRFQV�CLOJP�LC�AB?Q�

Key Takeaways

d " RPFKBPP�LTKBO�JRPQ�?B�>T >OB�LC�QEB�FJMIF@>QFLKP�LC�CFK>K@FKD

QEBFO�CFOJP�

d /TKBOP�PELRIA�?B�>T >OB�LC�QEB�CFK>K@F>I�>KA�Q>U�FJMIF@>QFLKP

LC�QEB�S>OFLRP�CLOJP�LC�?RPFKBPP�LOD>KFW>QFLKP�

d " RPFKBPP�LTKBOP�PELRIA�?B�>T >OB�LC�QEB�FJM>@Q�LC�CFK>K@FKD

QEBFO�CFOJP�QEOLRDE�BNRFQV��AB?Q��FKQBOK>IIV�DBKBO>QBA�CRKAP�

>KA�QO>AB�@OBAFQ�

d 3J>II
?RPFKBPP�LTKBOP�PELRIA�?B�>T >OB�LC�QEB�S>OFLRP�IL>KP�

DO>KQP��>KA�?LKA�LMMLOQRKFQFBP�LCCBOBA�?V�QEB�3"!��4EBV

PELRIA�>IPL�?B�>T >OB�LC�QEB�OBPQOF@QFLKP�>PPL@F>QBA�TFQE�QEBPB

MOLDO>JP�

#E>MQBO����
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Financial Control

Relationships with Bank and Bankers

/KB L CQBK EB>OP QEB CLIILTFKD PQ>KA>OA @LJMI>FKQ LC PJ>II

?RPFKBPPBP� ?>KHBOP IBKA JLKBV LKIV QL QELPB ?RPFKBPPBP QE>Q AL

KLQ KBBA QEB JLKBV� 4EB FKSBOPB LC QEFP @LJMI>FKQ COLJ QEB ?>KHaP

PQ>KAMLFKQ JFDEQ ?B QE>Q PJ>II ?RPFKBPPBP OBNRBPQ JLKBV LKIV TEBK

QEBV >OB IB>PQ IFHBIV QL ?B >?IB QL OBM>V FQ� 4EB @LKCIF@Q ?BQT BBK

PJ>II ?RPFKBPPBP >KA ?>KHBOP J>V PQBJ COLJ > JFPRKABOPQ>KAFKD

LC QEB OBPMB@QFSB OLIBP LC ?LQE DOLRMP� !Q C>@B S>IRB� FQ JFDEQ

>MMB>O_M>OQF@RI>OIV QL PJ>II ?RPFKBPPBP_QE>Q ?>KHBOP >OB FKSBPQFKD

FK�QEBFO�@LJM>KFBP�

5KABO KLOJ>I @LKAFQFLKP� ?>KHBOP >OB BUQOBJBIV OFPH
> SBOPB� 4EFP

JB >KP QEBV >OB KLQ FKSBPQLOP >KQF@FM>QFKD > PR?PQ>KQF>I OBQROK

MOBAF@>QBA LK QEB OFPHP >PPL@F>QBA TFQE > M>OQF@RI>O ?RPFKBPP�

">KHBOP IBKA JLKBV TFQE QEB @IB>O BUMB@Q>QFLK QE>Q QEBV TFII ?B

OBM>FA ?LQE MOFK@FM>I >KA FKQBOBPQ� )Q FP FK QEB FKQBOBPQ LC ?LQE M>OQFBP

QL QO>KP@BKA QEBPB QT L @LKCIF@QFKD MBO@BMQFLKP LC QEB OLIB LC

?>KHBOP FK QEB IFCB LC > PJ>II ?RPFKBPP� 4EB HBV T>V FP CLO QEB PJ>II

?RPFKBPP LTKBO QL QOV QL CLPQBO FJMOLSBA @LJJRKF@>QFLKP TFQE >

?>KHBO� 4EFP @LJJRKF@>QFLK MOLJLQBA ?V QEB PJ>II ?RPFKBPP LTKBO

PELRIA ?B@LJB QEB ?>PFP LC > PLIFA TLOHFKD OBI>QFLKPEFM TFQE QEB

?>KH� - LPQ LCQBK� QEFP JB>KP ABSBILMFKD > MBOPLK>I OBI>QFLKPEFM

TFQE QEB IL>K LCCF@BO LC QEB ?>KH� TEF@E FP PLJBQFJBP > MOL?IBJ> QF@

MOLMLPFQFLK� ">KH IL>K LCCF@BOP >OB LCQBK JLSBA QL AFCCBOBKQ

?O>K@EBP� LO QEBV J> V @E>KDB GL?P >KA TLOH CLO AFCCBOBKQ ?>KHP� )Q

PELRIA ?B QEB OBPMLKPF?FIFQV LC QEB PJ>II ?RPFKBPP LTKBO QL J>FKQ>FK

COBNRBKQ @LKQ>@Q TFQE TELBSBO FP OBMOBPBKQFKD QEB ?>KH� 4EFP PELRIA

FKSLISB JLOB QE>K GRPQ MOLSFAFKD NR>OQBOIV PQ>QBJBKQP� )Q PELRIA

FK@IRAB C>@B
QL
C>@B AFP@RPPFLKP >KA BSBK >PHFKD QEB LCCF@BO QL QLRO

> ?RPFKBPPaP C>@FIFQFBP� 4EB MLFKQ FP QL MBOPLK>IFWB QEB TLOHFKD

��� X#E>MQBO����
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OBI>QFLKPEFM ?BQT BBK QEB QT L M>OQFBP� b)AB>IIV� FQaP > ERJ>K

OBI>QFLKPEFM >P TBII >P > ?RPFKBPP OBI>QFLKPEFM�c P>VP "FII "VKB� >K

BKQOBMOBKBRO�>KA�>RQELO�LCHabits of Wealth���

!IQELRDE ?>KHBOP >KA IL>K LCCF@BOP TFII OBIV EB>SFIV LK A>Q>

OBI>QBA QL QEB @OBAFQT LOQEFKBPP LC > PJ>II ?RPFKBPP� QEBV TFII >IPL

@LKPFABO QEB QORPQT LOQEFKBPP >KA FKQBDOFQV LC QEB ?RPFKBPP LTKBO�

4EFP FKQ>KDF?IB PBKPB QE>Q > ?RPFKBPP LTKBO FP > TLOQEV @OBAFQ OFPH

J> V MI>V > ABQBOJFK>KQ OLIB FK TEBQEBO > IL>K FP >MMOLSBA TFQE QEB

BUQBKPFLK LC > @OBAFQ IFKB� 4EFP KLQFLK LC FKQBDOFQV E>P QL ?B ?RFIQ

LSBO QFJB� )Q FP MOBAF@>QBA LK MOLGB@QFKD >K FJ>DB QE>Q VLR @>K ?B

@LRKQBA LK QL ELKLO TE>Q VLR P>V� HKLT QEB OFDEQ QEFKD QL AL QL

J>HB QEB ?RPFKBPP > PR@@BPP� >KA ?B >?IB QL BUB@RQB QEB @LOOB@Q

AB@FPFLKP�

)Q FP PLJBQFJBP P>FA QE>Q ?>KHBOP� TEBK OBSFBTFKD > MBOPMB@QFSB

IL>K >MMIF@>KQ� QEFKH LC QEB AOFKH b� �'* �,# �c TEF@E PQ>KAP CLO QEB

CLIILTFKD�

d �=6G 68I:G� !P�MOBSFLRPIV�PQ>QBA��?>KHBOP�TFII�@LKPFABO�QEB�FPPRB

LC�MBOPLK>I�FKQBDOFQV��0>OQ�LC�QE>Q�ABCFKFQFLK�LC�FKQBDOFQV�TFII

FK@IRAB�>�PBKPB�LC�MOLCBPPFLK>IFPJ��TEF@E�@>K�?B�OBCIB@QBA�FK

LKBaP�>QQFQRAB�>KA�AOBPP��">KHBOP�TFII�>IPL�OBSFBT�LKBaP�EFPQLOV

>P�>�?RPFKBPP�IB>ABO��K>JBI V�LKBaP�QO>@H�OB@LOA�LC�PR@@BPP��4EFP

KLQFLK�LC�@E>O>@QBO�J>V�>IPL�?B�BUQBKABA�QL�QEB�RMMBO�B@EBILK

LC�QEB�J>K>DBJBKQ�QB>J�L C�>�PJ>II�?RPFKBPP�

d � 7>A>IN� 4EB�?>KHaP�MOFJB�@LK@BOK�FP�TFQE�OBM>VJBKQ�LC�QEB

MOFK@FM>I�>KA�QEB�FKQBOBPQ�LC�>�IL>K��4EB�IL>K�>MMIF@>QFLK�PELRIA

@IB>OIV�ABJLKPQO>QB�>�?RPFKBPPaP�>?FIFQV�QL�OBM>V�QEB�IL>K��!II

PRMMLOQ�J>QBOF>IP�PELRIA�?B�?OLRDEQ�QL�?B>O�QL�MOLSB�QL�QEB

��� b4EB�"BKBCFQP�LC�->HFKD�9LRO�">KHBO�9LRO�&OFBKA�c�3J>II

" RPFKBPP�!AJFKFPQO>QFLK��>@@BPPBA�$B@BJ?BO���������

T T T �P?>LKIFKB�P?>�DLS�� PJ>II ?RPFKBPPMI>KKBO�PQ>OQ�

CFK>K@BPQ>OQRM�3%2 6="!.+%2&2)%.$ �EQJI�

#E>MQBO����
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?>KHBO�QE>Q�QEB�IL>K�TFII�KLQ�?B�ABC>RIQBA�LK�>KA�TFII�?B�M>FA�FK

>�QFJBIV�C>PEFLK�
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Financial Decision-Making

Breakeven Analysis
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&OLJ QEFP >K>IVPFP� EB @LRIA PBB QE>Q >IQELRDE QEB PB@LKAE>KA

BNRFMJBKQ FP KLQ >P BCCF@FBKQ �EBK@B QEB EFDEBO S>OF>?IB @LPQ MBO

RKFQ	� FQ TFII ?OB>H BSBK >Q > PFDKFCF@>KQIV ILT BO IBSBI LC P>IBP QE>K

QEB KBT BNRFMJBKQ� #>OI T >P PQFII @ROFLRP >?LRQ QEB MOLCFQ>?FIFQV LC

QEB QT L PBQP LC BNRFMJBKQ >Q AFCCBOBKQ IBSBIP LC P>IBP� 3L EB O>K QEB

KRJ?BOP QL @>I@RI>QB QEB MOLCFQ>?FIFQV CLO ?LQE PBQP LC BNRFMJBKQ >Q

P>IBP IBSBIP LC ����� RKF QP� ����� RKF QP� ����� RKF QP� ����� RKF QP� >KA
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&OLJ QEBPB OBPRIQP� FQ FP @IB>O QE>Q QEB PB@LKAE>KA BNRFMJBKQ FP

MOBCBO>?IB QL QEB KBT BNRFMJBKQ� !Q ������ RKF QP� QEB EFDEBPQ

>KKR>I P>IBP QE>Q #>OI >KQF@FM>QBA� QEB LSBO>II MOLCFQP TLRIA ?B

DOB>QBO�TFQE�PB@LKAE>KA�BNRFMJBKQ�

Capital Structure Issues in Practice

4EB KBBA QL ?>I>K@B AB?Q >KA BNRFQV� TFQE OBPMB@Q QL CFK>K@FKD

> CFOJaP LMBO>QFLKP� FP ?OFBCIV AFP@RPPBA FK > MOBSFLRP PB@QFLK� !

@OFQF@>I CFK>K@F>I AB@FPFLK CLO >KV ?RPFKBPP LTKBO FP ABQBOJFKFKD QEB

BUQBKQ LC CFK>K@F>I IBSBO>DB > CFOJ PELRIA >@NRFOB� "RFIAFKD > CFOJ

RPFKD AB?Q >JMIFCFBP > OBQROK LC BNRFQV QL QEB LTKBOP� ELT BSBO� QEB

>@NRFPFQFLK LC QLL JR@E AB?Q� TEF@E @>KKLQ ?B OBM>FA� J>V IB>A QL >

?>KHORMQ@V��TEF@E�OBMOBPBKQP�>�@LJMIBQB�C>FIROB�LC�QEB�CFOJ�

)K QEB B>OIV ����P� QEB CFBIA LC CFK>K@B QOFBA QL ABP@OF?B QEB BCCB@Q

LC CFK>K@F>I IBSBO>DB LK QEB S>IR>QFLK LC > CFOJ >KA FQP @LPQ LC

@>MFQ>I��� ! J>GLO ?OB>HQEOLRDE L@@ROOBA TFQE QEB TLOHP LC &O>K@L

��� $ >SFA�$RO>KA��b#LPQ�LC�$B?Q�>KA�%NRFQV�&RKAP�CLO

" RPFKBPP��4OBKAP�>KA�0OL?IBJP�L C�- B>PROBJBKQ�c

��� X#E>MQBO����
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- LAFDIF>KF >KA -BOQLK -FIIBO��� 2BAR@BA QL PFJMIBPQ CLOJ� QEBFO

T LOHP EVMLQEBPFWBA QE>Q QEB S>IR>QFLK LC > CFOJ FK@OB>PBP >P QEB

CFK>K@F>I IBSBO>DB FK@OB>PBP� 4EFP FP QORB ?RQ LKIVup to a point � 7 EBK

> CFOJ BU@BBAP > M>OQF@RI>O S>IRB LC CFK>K@F>I IBSBO>DB_K>JBIV� FQ

E>P >PPRJBA QLL JR@E AB?Q_QEB LSBO>II S>IRB LC QEB CFOJ ?BDFKP

QL AB@IFKB� 4EB MLFKQ >Q TEF@E QEB S>IR>QFLK LC > CFOJ FP J>UFJFWBA

ABQBOJFKBP QEB LMQFJ>I @>MFQ>I PQOR@QROB LC QEB ?RPFKBPP� 4EB JLABI

ABCFKBA S>IR>QFLK >P > CFOJaP B>OKFKDP ?BCLOB FKQBOBPQ >KA Q>UBP

�%")4	 AFSFABA ?V FQP @LPQ LC @>MFQ>I��DHI D; 86E>I6A FP > TBFDEQBA

>SBO>DB LC > CFOJaP AB?Q >KA BNRFQV� TEBOB BNRFQV AFOB@QIV OBI>QBP

QL > CFOJaP PQL@H� 4EB OB>IFQV FP QE>Q QEFP JLABI FP C>O JLOB @ILPBIV

>QQRKBA� COLJ > J> QEBJ>QF@>I PQ>KAMLFKQ� QL QEB @LOMLO>QB BKQFQV� )Q

@>KKLQ ?B AFOB@QIV >MMIFBA QL JLPQ PJ>II ?RPFKBPPBP� (LT BSBO� QEB

?>PF@ KLQFLK QE>Q QEBOB FP PLJB ABPFOBA IBSBI LC AB?Q QL BNRFQV� > IBSBI

QE>Q VFBIAP J>UFJRJ B@LKLJF@ ?BKBCFQ� FP DBOJ>KB� >P TB TFII KLT

FIIRPQO>QB�

,B Q RP BKSFPFLK > PJ>II C>JFIV
?>PBA J>KRC>@QROFKD CFOJ QE>Q RKQFI

KLT E>P ?BBK >?IB QL DOLT QEOLRDE QEB DBKBO>QFLK LC FKQBOK>I CRKAP

>KA QEB BNRFQV QE>Q E>P ?BBK FKSBPQBA ?V QEB LOFDFK>I LTKBOP�

0OBPBKQIV� QEB CFOJ E>P KL ILKD
QBOJ AB?Q� )Q E>P > OBSLISFKD IFKB

LC @OBAFQ� ?RQ FK QEB I>PQ CBT VB>OP� FQ E>P KLQ E>A QL Q>M FKQL QEFP

IFKB LC @OBAFQ QL >KV DOB>Q BUQBKQ� 4EB FK@LJB PQ>QBJBKQ CLO QEB

VB>O ���� >KA QEB MOLGB@QBA FK@LJB PQ>QBJBKQ CLO ���� >O B DFSBK

#LKCBOBK@B�LK�2BPB>O@E�FK�"RPFKBPP�&FK>K@B��. BT�9 LOH�

. >QFLK>I�"ROB>R�LC�%@LKLJF@�2BPB>O@E������	����� �

��� &O>K@L�- LAFDIF>KF�>KA�-BOQLK�-FIIBO��b4EB�#LPQ�LC

#>MFQ>I��#LOMLO>QFLK�&FK>K@B�>KA�QEB�4EBLOV�LC

)KSBPQJBKQ�c�!JBOF@>K�%@LKLJF@�2BSFBT�����KL��������� 	�

��� ^� ���&O>K@L�- LAFDIF>KF�>KA�-BOQLK�-FIIBO��b4>UBP�>KA

QEB�#LPQ�LC�#>MFQ>I��!�#LOOB@QFLK�c�!JBOF@>K�%@LKLJF@

2BSFBT��������� 	�����^���

#E>MQBO����
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?BILT � )K MOBM>OFKD QEB MOLGB@QBA FK@LJB PQ>QBJBKQ CLO ����� QEB

CFOJ >PPRJBA QE>Q P>IBP TLRIA DOLT ? V ��� MBO@BKQ ARB QL > O>MFAIV

OFPFKD J>OHBQ� )K C>@Q� QEB P>IBP CLO@B FKAF@>QBA QE>Q P>IBP @LRIA

DOLT >Q > JR@E EFDEBO O>QB FC QEB CFOJ @>K PFDKFCF@>KQIV FK@OB>PB

FQP MOLAR@QFSB @>M>@FQV� 4EB MOLGB@QBA FK@LJB PQ>QBJBKQ BPQFJ>QBP

QEB @LPQ LC DLLAP PLIA QL ?B �� MBO@BKQ LC QEB CFOJaP OBSBKRB� 4EFP

BPQFJ>QB�FP�MOBAF@>QBA�LK�QEB�M>PQ�CFSB�VB>OPa�TLOQE�LC�A>Q>�
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2BQROK�LK�>PPBQP �� �� � ���

2BQROK�LK�BNRFQV �� �� � ���

!CQBO MOBM>OFKD QEBPB MOLGB@QFLKP� QEB LTKBOP TBOB >MMOL>@EBA ?V

> @LJM>KV QE>Q J>KRC>@QROBP @LJMRQBO
@LKQOLIIBA J>@EFKBOV� 4EB

LTKBOP TBOB MOBPBKQBA TFQE > PBOFBP LC J>@EFKBP QE>Q TFII KLQ

PFDKFCF@>KQIV O>FPB QEB MOLAR@QFSB @>M>@FQV LC QEBFO ?RPFKBPP TEFIB

>IPL OBAR@FKD QEB RKFQ @LPQ LC MOLAR@QFLK� 4EB LTKBOP BU>JFKBA

FK ABQ>FI QEB MOLAR@QFSB FK@OB>PB FK FJMOLSBA BCCF@FBK@V QE>Q QEFP

@LJMRQBO
@LKQOLIIBA J>@EFKBOV TLRIA MOLSFAB� 4EBV BPQFJ>QBA

QE>Q ABJ>KA FK QEB J>OHBQ TLRIA FK@OB>PB FC QEBV E>A QEFP KBT

BNRFMJBKQ� >KA P>IBP @LRIA FK@OB>PB ?V �� MBO@BKQ FK ����� O>QEBO

QE>K ��� MBO@BKQ >P QEBV E>A LOFDFK>IIV BPQFJ>QBA� &ROQEBO� QEB

BCCF@FBK@FBP ?OLRDEQ >?LRQ ?V QEB @LJMRQBO
@LKQOLIIBA BNRFMJBKQ

T LRIA PFDKFCF@>KQIV OBAR@B QEBFO LMBO>QFKD @LPQP� ! OLRDE BPQFJ>QB

FKAF@>QBA QE>Q TFQE QEFP KBT BNRFMJBKQ QEB @LPQ LC DLLAP PLIA TLRIA

AB@OB>PB COLJ �� MBO @BKQ LC OBSBKRB QL �� MBO@BKQ LC OBSBKRB�

4EBPB TBOB OBJ>OH>?IV >QQO>@QFSB CFDROBP� 4EB LKIV OBPBOS>QFLK QE>Q

QEB LTKBOP E>A T>P QEB @LPQ LC QEFP KBT BNRFMJBKQ� 4EB P>IBP

MOF@B T>P ���� ���� � ?RQ QEB ?RPFKBPP AFA KLQ E>SB QEFP >JLRKQ LC

@>PE >S>FI>?IB� 4L O>FPB QEFP >JLRKQ LC JLKBV� QEBV TLRIA BFQEBO

E>SB QL ?OFKD FK > KBT BNRFQV M>OQKBO TEL TLRIA PRMMIV QEB BKQFOB

>JLRK Q� ?LOOLT QEB ���� ���� >P > ILKD
QBOJ IL>K� LO E>SB PLJB

@LJ?FK>QFLK LC BNRFQV M>OQKBOPEFM >KA AB?Q� 4EBV CFOPQ >MMOL>@EBA

> AFPQ>KQ OBI>QFSB TEL E>P PR@@BPPCRIIV FKSBPQBA FK PBSBO>I

?RPFKBPPBP� 4EFP FKAFSFAR>I T>P TFIIFKD QL FKSBPQ ��� ���� � ���� ���� �

���� ���� � LO QEB BKQFOB ���� ���� C LO Q>HFKD >K BNRFQV MLPFQFLK FK QEB

CFOJ� 4EB LTKBOP >IPL TBKQ QL QEB ?>KH TEBOB QEBV E>A IFKB LC @OBAFQ

>KA >PHBA >?LRQ QEBFO IBKAFKD LMQFLKP� 4EB ?>KH T>P FJMOBPPBA

TFQE QEB FJMOLSBA MOLAR@QFSFQV >KA BCCF@FBK@V LC QEB MOLMLPBA KBT

J>@EFKBOV� 4EB ?>KH T>P >IPL TFIIFKD QL IBKA QEB ?RPFKBPP ������� �

���� ���� � ���� ���� � LO QEB BKQFOB ���� ���� QL MRO@E>PB QEB

@LJMRQBO
@LKQOLIIBA BNRFMJBKQ� 4EB ?>KH� ELT BSBO� PQFMRI>QBA QE>Q

QEB IBKAFKD O>QB TLRIA ABMBKA LK QEB >JLRKQ QE>Q T>P ?LOOLT BA� )C

#E>MQBO����
�&FK>K@F>I�->K>DBJBKQX���



QEB CFOJ ?LOOLT BA ��� ���� � QEB FKQBOBPQ O>QB TLRIA ?B ��� MBO@BKQ�

FC QEB >JLRKQ ?LOOLT BA T>P ���� ���� � QEB FKQBOBPQ O>QB TLRIA

FK@OB>PB QL �� MBO@BKQ� FC �������� T >P QEB >JLRKQ LC QEB IL>K�

QEB FKQBOBPQ O>QB TLRIA ?B ���� MBO@BKQ� >KA FC QEB CFOJ ?LOOLT BA

QEB BKQFOB ���� ���� � QEB ?>KH TLRIA @E>ODB >K FKQBOBPQ O>QB LC ��

MBO@BKQ�

4L @LOOB@QIV >K>IVWB QEFP FKSBPQJBKQ LMMLOQRKFQV� QEB LTKBOP

@LRIA BJMILV PBSBO>I CFK>K@F>I QLLIP >KA JBQELAP� PR@E >PC:I

EG:H:C I K6AJ: �.06 	� 4EFP >MMOL>@E BU>JFKBP > IFCBQFJB PQOB>J L C

>AAFQFLK>I B>OKFKDP >KA @LPQ P>SFKDP CLO >K FKSBPQJBKQ� 4EB @>PE

CILT QE>Q JFDEQ BUFPQ FP QEBK AFP@LRKQBA ?V QEB @LPQ LC ?LOOLTFKD

QE>Q JLKBV� )C QEB .06 FP MLPFQFSB� QEBK QEB CFOJ PELRIA RKABOQ>HB

QEB FKSBPQJBKQ� FC FQ FP KBD>QFSB� QEB CFOJ PELRIA KLQ RKABOQ>HB QEB

FKSBPQJBKQ� 4EFP >MMOL>@E FP QLL @LJMIBU_CLO QEB KBBAP LC QEFP

QBUQ_QL ?B BU>JFKBA FK >KV ABQ>FI� &LO QEB MROMLPB LC FIIRPQO>QFLK�

FQ TFII ?B >PPRJBA QE>Q QEB LTKBOP ?BD>K ?V ILLHFKD >Q QEB FJM>@Q

LC >IQBOK>QFSB FKSBPQJBKQ P@EBJBP LK QEB MOLGB@QBA OBPRIQP CLO �����

/? SFLRPIV� >KV FK
ABMQE >K>IVPFP LC QEFP FKSBPQJBKQ TLRIA E>SB QL

BKQ>FI�JRIQFVB>O�MOLGB@QFLKP�

4EBV�BU>JFKBA�CFSB�P@BK>OFLP�

�� 4EBFO�OBI>QFSB�MOLSFABP�QEB�BKQFOB����� �����C LO�>K�BNRFQV

MLPFQFLK�FK�QEB�?RPFKBPP�

�� 4EBV�?LOOLT���� �����CO LJ�QEB�?>KH�>Q�>K�FKQBOBPQ�O>QB�LC����

MBO@BKQ��>KA�QEBFO�OBI>QFSB�MOLSFABP�QEB�OBJ>FKFKD����� �����C LO

>�PJ>IIBO�BNRFQV�MLPFQFLK�FK�QEB�?RPFKBPP�

�� 4EBV�?LOOLT����� �����CO LJ�QEB�?>KH�>Q�>K�FKQBOBPQ�O>QB�LC���

MBO@BKQ��>KA�QEBFO�OBI>QFSB�MOLSFABP�QEB�OBJ>FKFKD����� �����C LO

>�PJ>IIBO�BNRFQV�MLPFQFLK�FK�QEB�?RPFKBPP�

�� 4EBV�?LOOLT����� �����CO LJ�QEB�?>KH�>Q�>K�FKQBOBPQ�O>QB�LC�����

MBO@BKQ��>KA�QEBFO�OBI>QFSB�MOLSFABP�QEB�OBJ>FKFKD���� �����C LO

>K�BSBK�PJ>IIBO�BNRFQV�MLPFQFLK�FK�QEB�?RPFKBPP�

�� 4EBV�?LOOLT�QEB�BKQFOB����� �����CO LJ�QEB�?>KH�>Q�>K�FKQBOBPQ

O>QB�LC����MBO@BKQ�

��� X#E>MQBO����
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4EB Q>?IB ?BILT MOBPBKQP QEB FK@LJB PQ>QBJBKQ CLO QEBPB CFSB

P@BK>OFLP� !II CFSB P@BK>OFLP ?BDFK TFQE QEB >PPRJMQFLK QE>Q QEB KBT

BNRFMJBKQ TLRIA FJMOLSB MOLAR@QFSB @>M>@FQV >KA >IILT P>IBP QL

FK@OB>PB� FK ����� ?V �� MBO@BKQ� O>QEBO QE>K QEB ��� MBO@BKQ QE>Q

E>A ?BBK MOBSFLRPIV CLOB@>PQBA� ,FHBTFPB� >II CFSB P@BK>OFLP E>SB

QEB P>JB @LPQ LC DLLAP PLIA� TEF@E FK QEFP @>PB FP �� MBO@BKQ LC

QEB OBSBKRBP O>QEBO QE>K QEB >KQF@FM>QBA �� MBO@BKQ FC QEB KBT

BNRFMJBKQ FP KLQ MRO@E>PBA� !II CFSB P@BK>OFLP E>SB QEB P>JB %")4�

4EB P@BK>OFLP AFCCBO� ELT BSBO� FK QEB FKQBOBPQ M>VJBKQP� 4EB CFOPQ

P@BK>OFL >PPRJBP QE>Q >II ���� ���� T LRIA ?B MOLSFABA ?V > OBI>QFSB

TEL FP Q>HFKD >K BNRFQV MLPFQFLK FK QEB CFOJ� 4EFP FP KLQ > IL>K� PL

QEBOB >OB KL FKQBOBPQ M>VJBKQP� )K QEB OBJ>FKFKD CLRO P@BK>OFLP�

QEB FKQBOBPQ M>VJBKQP >OB > CRK@QFLK LC QEB >JLRKQ ?LOOLT BA >KA

QEB @LOOBPMLKAFKD FKQBOBPQ O>QB� 4EB M>VJBKQ LC FKQBOBPQ L?SFLRPIV

FJM>@QP QEB B>OKFKDP ?BCLOB Q>UBP �%"4	 >KA QEB >JLRKQ LC Q>UBP

QE>Q E>SB QL ?B M>FA� !IQELRDE QEB Q>U ?FII CLO QELPB P@BK>OFLP TEBOB

JLKB V E>P ?BBK ?LOOLT BA FP IBPP QE>K QEB P@BK>OFL TEBOB QEB

���� ���� FP MOLSFABA ?V BNRFQV� QEB KBQ MOLCFQ >IPL AB@IFKBP >P QEB

>JLRK Q�?LOOLT BA�FK@OB>PBP�
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,LKD
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AB?Q �_ ��� ���� ���� ���� ���� ���� ���� ����
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4LQ>I�AB?Q
>KA�BNRFQV ����� ��� ����� ��� ����� ��� ����� ��� ����� ���

4EB LTKBOP QEBK @>I@RI>QBA QEB 2/! >KA QEB 2/ % CLO QEB CFSB

P@BK>OFLP� 7EBK QEBV BU>JFKBA QEBPB OBPRIQP� QEBV KLQF@BA QE>Q

QEB DOB>QBPQ 2/! L@@ROOBA TEBK QEB KBT J>@EFKBOV T>P CFK>K@BA

BU@IRPFSBIV ?V BNRFQV @>MFQ>I� 4EB 2/! AB @IFKBA >P QEBV ?BD>K QL

CRKA KBT J>@EFKBOV TFQE AB?Q� QEB DOB>QBO QEB AB?Q� QEB ILT BO QEB

2/ !� ( LT BSBO� QEBV P>T > AFCCBOBKQ PFQR>QFLK TEBK QEBV ILLHBA >Q

QEB 2/% CLO B>@E P@BK>OFL� 4EB 2/% T>P DOB>QBO FK B>@E P@BK>OFL

TEBOB QEB J>@EFKBOV T>P CFK>K@BA BFQEBO BU@IRPFSBIV LO QL PLJB

BUQBKQ ?V AB?Q� )K C>@Q� QEB ILT BPQ 2/% �QEB CFOJ ?LOOLT BA QEB BKQFOB

���� ���� 	 T >P �� MBO@BKQ EFDEBO QE>K FC QEB CFOJ AFA KLQ >@NRFOB QEB

KBT BNRFMJBKQ� ! CROQEBO BU>JFK>QFLK LC QEB 2/% OBPRIQP MOLSFABP

> SBOV FKQBOBPQFKD FKPFDEQ� 4EB 2/% FK@OB>PBP >P QEB CFOJ ?LOOLTP RM

QL ���� ���� L C AB?Q� 7EBK QEB CFOJ ?LOOLTP JLOB JLKBV ����� ����

LO ���� ���� 	� QEB 2/% AB@IFKBP� 4EFP FP > EFDEIV PFJMIFCFBA BU>JMIB

LC LMQFJ>I @>MFQ>I PQOR@QROB� 4EBOB FP > IBSBI LC AB?Q ?BVLKA TEF@E

QEB ?BKBCFQP JB>PROBA ?V 2/ % ?BDFKP QL AB@IFKB� 3J>II ?RPFKBPPBP

JRPQ�?B�>?IB�QL�FABKQFCV�QEBFO�bFAB>Ic�AB?Q
QL
BNRFQV�O>QFL�
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4EB LTKBOP AB@FABA QL @>OOV QEBFO >K>IVPFP LKB PQBM CROQEBO� QEBV

T LKABOBA FC QEB P>IBP MOLGB@QFLKP TBOB QLL BKQERPF>PQF@� 4EBV TBOB

@LK@BOKBA >?LRQ QEB CFOJaP >?FIFQV QL OBM>V >KV IL>K PELRIA QEBOB

?B > AOLM FK P>IBP� 4EBOBCLOB� QEBV AB@FABA QL BU>JFKB > TLOPQ


@>PB P@BK>OFL� 3R@E >K>IVPBP >OB >?PLIRQBIV @OFQF@>I FC LKB FP QL CRIIV

BS>IR>QB QEB OFPH LC RKABOQ>HFKD AB?Q� 4EBV O>K QEB KRJ?BOP QL PBB

TE>Q QEB OBPRIQP TLRIA ?B FC QEBOB T>P > �� MBO@BKQ AB@OB>PB FK

P>IBP FK ���� O>QEBO QE>K > �� MBO@BKQ FK@OB>PB FK P>IBP @LJM>OBA QL

���� � 4EB OBPRIQP LC QEFP PBQ LC >K>IVPBP >OB FK QEB CLIILTFKD Q>?IB�

%SBK TFQE > EB>SV AB?Q ?ROABK CLO QEB CFSB P@BK>OFLP� QEB CFOJ FP

>?IB QL DBKBO>QB > MOLCFQ� >IQELRDE FQ FP > PR?PQ>KQF>IIV ILT BO MOLCFQ

@LJM>OBA QL FC P>IBP FK@OB>PBA ?V �� MBO@BKQ� 4EBV BU>JFKBA QEB

FJM>@Q�LC�QEFP�MOLMLPBA�AB@IFKFKD�P>IBP�LK�2/!�>KA�2/ %�

#C8DB: - I6I:B:C I ; DG I=:  >K: -8:C6G>DH �HHJB>C< 6 �� * :G8:C I

�:8G :6H:�>C�-6A:H
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%")4 �� � ���� �� � ���� �� � ���� �� � ���� �� � ����

)KQBOBPQ �_ ��� ��� ��� ���� ���� ��� ��� ����

4>UBP ���� ��� ������� �� �� ��� ���� ��� ��� ����
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Key Takeaways

d !�OBI>QFSBIV�PFJMIV�JLABI_?OB>HBSBK�>K>IVPFP_@>K�FKAF@>QB

TE>Q�P>IBP�IBSBI�FP�OBNRFOBA�QL�PQ>OQ�J>HFKD�>�MOLCFQ�

d &FK>K@F>I�IBSBO>DB_QEB�O>QFL�LC�AB?Q�QL�BNRFQV_@>K�FJMOLSB�QEB

B@LKLJF@�MBOCLOJ>K@B�LC�>�?RPFKBPP�>P�JB>PROBA�?V�2/ %�

d %U@BPPFSB�CFK>K@F>I�IBSBO>DB_QLL�JR@E�AB?Q_@>K�?BDFK�QL

OBAR@B�QEB�B@LKLJF@�MBOCLOJ>K@B�LC�>�?RPFKBPP�

d 4EBOB�FP�>K�FAB>I�IBSBI�LC�AB?Q�CLO�>�CFOJ��TEF@E�FP�FQP�LMQFJ>I
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11. Chapter 11 - Supply Chain
Management

The Supply Chain and a
FirmÕs Role in It

No man is an island, entir e of itself. ^�*LEK�$LKKB�

'FSBK QEB >IJLPQ A>FIV BUMLPROB >KA @LSBO>DB LC JLABOK ?RPFKBPP

QEBLOFBP LO @LK@BMQP FK QEB MLMRI>O MOBPP� LKB LC QEB DOB>Q

@E>IIBKDBP CLO ?LQE PJ>II ?RPFKBPP LTKBOP >KA @LOMLO>QB BUB@RQFSBP

FP QEB KBBA QL PBM>O>QB QEB TEB>Q COLJ QEB @E>CC� )K QEB I>PQ CLRO

LO CFSB AB@>ABP� ?RPFKBPPMBLMIB E>SB EB>OA >KA OB>A >?LRQ QEB KBUQ

DOB>Q FAB> QE>Q TFII OBSLIRQFLKFWB ?RPFKBPP >P TB HKLT FQ� /KB >IJLPQ

CBBIP L?IFD>QBA QL ORK LRQ >KA ?RV > ?LLH QE>Q I>VP LRQ QEB DBKBO>I

MOFK@FMIBP LC @LK@BMQP PR@E >PB6C6<:B:C I 7 N D7?:8I>K:H� 7JH>C:HH

EGD8:HH G::C<>C::G>C<� QO>KP>@QFLK>I SBOPRP QO>KPCLOJ>QFLK>I

IB>ABOPEFM� J>K>DBJBKQ ?V T>IHFKD >OLRKA� QEB A:6GC>C<

DG<6C>O6I>DC� J> QOFU J>K>DBJBKQ� 7:C8=B6G@>C<� IB>K

�� *LEK�$LKKB��b86))��- BAFQ>QFLK�c�4EB�,FQBO>QROB�. BQT LOH�

>@@BPPBA�&B?OR>OV����������T T T �LKIFKB
IFQBO>QROB�@LJ �

ALKKB���� �
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�3RMMIV�#E>FK
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JB QELALILDFBP� >KA PBSBO>I NR>IFQV PVPQBJP_QLQ>I NR>IFQV

J>K>DBJBKQ� QEB $BJFKD JBQELA� >KA 3FU 3FDJ>� 3LJB L C QEBPB

E>SB MOLSBK QL ?B ?RPFKBPP C>AP >KA E>SB ORK QEBFO

@LROPB_PLJBQFJBP TFQE MLFPLKLRP BCCB@QP�� /QEBOP� PR@E >P IB>K

JB QELALILDFBP >KA PLJB NR>IFQV PVPQBJP� E>SB MOLSBK QL ?B PLIFA

?>PBP LK TEF@E QL FJMOLSB >K LOD>KFW>QFLKaP BCCF@FBK@V >KA

BCCB@QFSBKBPP�

! JLABOK @LK@BMQ QE>Q E>P ?BBK MLMRI>OFWBA LSBO QEB I>PQ QT L

AB@>ABP FP QE>Q LC PRMMIV @E>FK J>K>DBJBKQ� )K LKB PBKPB� PRMMIV

@E>FK J>K>DBJBKQ FP >P LIA >P ?RPFKBPP FQPBIC� /KB E>P QL ILLH LKIV

>Q QEB QO>CCF@ >ILKD >KQFNRFQVaP 3FIH 2L>A QO>AB OLRQB� 4EFP OLRQB T>P

RPBA QL JLSB DLLAP >@OLPP !PF>aP S>PQ PQBMMBP ?BQT BBK #EFK> >KA

QEB -FAAIB %>PQ >KA >P C>O TBPQ >P >K@FBKQ 2LJB� ) Q MLPPBPPBA JLPQ

LC QEB CRKA>JBKQ>I BIBJBKQP LC QLA>VaP PRMMIV @E>FK� DLLAP TBOB

MOLAR@BA �J>HB	� QO>KPMLOQBA �JL SB	� ABMLPFQBA FK T>OBELRPBP

�PQLOB	� MRO@E>PBA ?V JBO@E>KQP �?RV	� >KA PLIA QL @RPQLJBOP� !P

TFII ?B PBBK� QEBPB CFSB >@QFSFQFBP >OB QEB @LOB LC >KV PRMMIV @E>FK��

)C QEBPB >@QFSFQFBP E>SB ?BBK RKFSBOP>I AFJBKPFLKP LC ?RPFKBPP� QEBK

TE>Q FP AFCCBOBKQ >?LRQ PRMMIV @E>FK J>K>DBJBKQ� 4E>Q NRBPQFLK

TFII�KLT�?B�>AAOBPPBA�

' 6I:G>6A� ADLH�>C�6�-JEEAN��=6>C

�� *LEK�-F@HIBQT >FQ�>KA�!AOF>K�7LLAOFADB��7FQ@E�$L@QLOP�

->HFKD�3BKPB�LC�QEB�->K>DBJBKQ�'RORP��.BT�9 LOH�

4FJB�"LLHP������ 	�����

�� 3@LQQ�7B?PQBO��0OFK@FMIBP�>KA�4LLIP�CLO�3RMMIV�#E>FK

->K>DBJBK Q��"LPQLK��-@'O >T 
( FII������ 	�����

��� X#E>MQBO����
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What Is a Supply Chain?

4EB LTKBOP LC J>KV PJ>II ?RPFKBPPBP J>V MOFAB QEBJPBISBP LK

HKLTFKD J>KV_FC KLQ >II_LC QEBFO BJMILVBBP� /QEBO PJ>II

?RPFKBPPBP J>V E>SB PLJB ABDOBB LC C>JFIF>OFQV TFQE JLPQ LC QEBFO

@RPQLJBOP� 4EBV J> V E>SB MOLCBPPFLK>I @LKQ>@QP TFQE PLJBLKB >Q

#E>MQBO����
�3RMMIV�#E>FK�->K>DBJBKQX���



QEB LCCF@B LC QEBFO FJJBAF>QB PRMMIFBOP� "BVLKA QELPB @LKQ>@QP� QEB

A>FIV ABJ>KAP LC LMBO>QFLKP J>V JB>K QE>Q QEBV E>SB C>FIBA QL PBB

QEBFO CFOJaP MLPFQFLK FK QEB I>ODBO @LKQBUQ HKLTK >P QEB PRMMIV @E>FK�

7 E>Q MOB@FPBIV AL TB JB >K TEBK TB RPB QEB QBOJHJEEAN 8=6>C

B6C6<:B:C I � ) KARPQOF>I LOD>KFW>QFLKP >KA >@>ABJF@P MOLSFAB

PBSBO>I�AFCCBOBKQ�ABCFKFQFLKP�LC�PRMMIV�@E>FK�J>K>DBJBKQ�

4EB #LRK@FI LC 3RMMIV #E>FK ->K>DBJBKQ 0OLCBPPFLK>IP MOLSFABP

QEB CLIILTFKD ABCFKFQFLK� b3RMMIV @E>FK J>K>DBJBKQ BK@LJM>PPBP

QEB MI>KKFKD >KA J>K>DBJBKQ LC >II >@QFSFQFBP FKSLISBA FK PLRO@FKD

>KA MOL@ROBJBKQ� @LKSBOPFLK� >KA >II ILDFPQF@P J>K>DBJBKQ

>@QFSFQFBP� )JMLOQ>KQIV� FQ >IPL FK@IRABP @LLOAFK>QFLK >KA

@LII>?LO>QFLK TFQE @E>KKBI M>OQKBOP� TEF@E @>K ?B PRMMIFBOP�

FKQBOJBAF>OFBP� QEFOA M>OQV PBOSF@B MOLSFABOP� >KA @RPQLJBOP� )K

BPPBK@B� PRMMIV @E>FK J>K>DBJBKQ FKQBDO>QBP PRMMIV >KA ABJ>KA

J>K>DBJBKQ�TFQEFK�>KA�>@OLPP�@LJM>KFBP�c�

4EB !PPL@F>QFLK CLO /MBO>QFLKP ->K>DBJBKQ �!0 )#3	 ABCFKBP >

PRMMIV @E>FK >P b> QLQ>I PVPQBJP >MMOL>@E QL ABPFDKFKD >KA

J>K>DFKD QEB BKQFOB CILT L C FKCLOJ>QFLK� J>QBOF>IP� >KA

PBOSF@BP_COLJ O>T J> QBOF>I PRMMIFBOP� QEOLRDE C>@QLOFBP >KA

T >OBELRPBP� >KA CFK>IIV QL QEB @RPQLJBOe4EB @E>FK @LJMOFPBP

J>K V IFKHP� PR@E >P IFKHP ?BQT BBK PRMMIFBOP QE>Q MOLSFAB FKMRQP�

IFKHP QL J>KRC>@QROFKD >KA PBOSF@B PRMMLOQ LMBO>QFLKP QE>Q

QO>KPCLOJ QEB FKMRQ FKQL MOLAR@QP >KA PBOSF@BP� >KA IFKHP QL QEB

AFPQOF?RQFLK >KA IL@>I PBOSF@B MOLSFABOP QE>Q IL@>IFWBA QEB MOLAR@Q�c�

)K > PBJFK>I >OQF@IB LK QEB PR?GB@Q� PRMMIV @E>FK J>K>DBJBKQ

T >P ABCFKBA >P CLIILTP� b3RMMIV @E>FK J>K>DBJBKQ FP QEB PVPQBJF@�

�� b#3#-0�3 RMMIV�#E>FK�->K>DBJBKQ�$BCFKFQFLKP�c�#LRK@FI

LC�3RMMIV�#E>FK�->K>DBJBKQ�0OLCBPPFLK>IP��>@@BPPBA

&B?OR>OV����������@P@JM�LOD�>?LRQ@P@JM�

ABCFKFQFLKP�>PM�

�� !0 )#3_/MBO>QFLKP�->K>DBJBKQ�"LAV�LC�+KLT IBADB

&O>JB T LOH���KA�BA���#EF@>DL��!0 )#3������ 	�

��� X#E>MQBO����
�3RMMIV�#E>FK�->K>DBJBKQ



PQO>QBDF@ @LLOAFK>QFLK LC QEB QO>AFQFLK>I ?RPFKBPP CRK@QFLKP >KA QEB

Q>@QF@P >@OLPP QEBPB ?RPFKBPP CRK@QFLKP TFQEFK > M>OQF@RI>O @LJM>KV

>KA >@OLPP ?RPFKBPPBP TFQEFK QEB PRMMIV @E>FK� CLO QEB MROMLPBP LC

FJMOLSFKD QEB ILKD
QBOJ MBOCLOJ>K@B LC QEB FKAFSFAR>I @LJM>KFBP

>KA�QEB�PRMMIV�@E>FK�>P�>�TELIB�c�

&LO LRO MROMLPB� TB ABCFKB QEB PRMMIV @E>FK >P CLIILTP� b)Q FP

> PVPQBJ>QF@ >KA FKQBDO>QBA CILT L C J>QBOF>IP� FKCLOJ>QFLK� >KA

JLKB V COLJ QEB FKFQF>I O>T J> QBOF>I PRMMIFBO QEOLRDE C>?OF@>QLOP�

J>KRC>@QROBOP� T>OBELRPBP� AFPQOF?RQFLK @BKQBOP� OBQ>FIBOP� >KA QEB

CFK>I @RPQLJBO� )QP RIQFJ>QB L?GB@QFSB FP QEB FJMOLSBJBKQ LC QEB

BKQFOB MOL@BPP� TEF@E JB>KP >K FK@OB>PB LC B@LKLJF@ MBOCLOJ>K@B

LC�>II�M>OQF@FM>KQP�>KA�>K�FK@OB>PB�FK�S>IRB�CLO�QEB�BKA�@RPQLJBO�c

)C TB BU>JFKB QEBPB ABCFKFQFLKP� PBSBO>I @LJJLK QEBJBP PQ>KA

LRQ� 3RMMIV @E>FK J>K>DBJBKQ FP KLQ IFJFQBA QL QEB CILT L C DLLAP

>KA J>QBOF>IP� 4EB PR@@BPPCRI PRMMIV @E>FK OBNRFOBP > @LKPFABO>QFLK

LC ?LQE CFK>K@F>I CILTP >KA FKCLOJ>QFLK CILTP >@OLPP QEB BKQFOB

@E>FK� ! PB@LKA QEBJB FP QE>Q LOD>KFW>QFLKP JRPQ LSBO@LJB J VLMF>

LC GRPQ ?BFKD @LK@BOKBA TFQE QEBFO FJJBAF>QB PRMMIFBOP >KA

@RPQLJBOP� 4EBV JRPQ Q>HB FKQL @LKPFABO>QFLK QEBFO PRMMIFBOPa

PRMMIFBOP >KA QEBFO @RPQLJBOPa @RPQLJBOP� 4L ?B >?IB QL AL QEFP�

LOD>KFW>QFLKP JRPQ BUM>KA QEB CILT L C @LJJRKF@>QFLK >KA

FKCLOJ>QFLK�

� 99>I>DC6A� ADLH�>C�6�-JEEAN��=6>C

�� *LEK�- BKQWBO��7FIIF>J�$B 7FQQ��*>JBP�+BB?IBO��3LLKELKD

-FK��. >K@V�.FU��#>OIL�3JFQE��>KA�:>@E�:>@E>OF>�

b$BCFKFKD�3RMMIV�#E>FK�->K>DBJBKQ�c�*LROK>I�LC

" RPFKBPP�,LDFPQF@P�����KL���������	��� �

#E>MQBO����
�3RMMIV�#E>FK�->K>DBJBKQX���



/KB JFD EQ B>PFIV MLPB QEB CLIILTFKD NRBPQFLK� (LT E>P QEB @LK@BMQ

LC PRMMIV @E>FK J>K>DBJBKQ Q>HBK LCC FK QEB I>PQ QT BKQV VB>OP�

4EB MOLIFCBO>QFLK LC PRMMIV @E>FK J>K>DBJBKQ FP > @LOB @LK@BMQ CLO

?RPFKBPPBP QE>Q @>K ?B >QQOF?RQBA QL PBSBO>I J>GLO C>@QLOP� FK@IRAFKD

QEB�CLIILTFKD�

d .=:�>C8G:6H>C<�>BEDGI6C8:�D;�<AD76A>O6I>DC�'IL?>I�QO>AB�E>P

PBBK�>�PMB@Q>@RI>O�FK@OB>PB�FK�QEB�I>PQ�E>IC�@BKQROV��)Q�FP

BPQFJ>QBA�QE>Q�FKQBOK>QFLK>I�QO>AB�E>P�FK@OB>PBA�?V����

MBO@BKQ�FK@OB>PB�PFK@B������ � 4EB�BKA�LC�QEB�#LIA�7>O�FK�QEB

B>OIV�����P�MO LAR@BA�>�MLIFQF@>I�BKSFOLKJBK Q�@LKAR@FSB�QL�QEB

MOLJLQFLK�LC�QEB�KLQFLK�LC�COBB�QO>AB��&OBB�QO>AB�>ASL@>QBP

QE>Q�K>QFLKP�ILT BO�LO�BIFJFK>QB�QO>AB�?>OOFBOP�>KA�Q>OFCCP�PL

QE>Q�@LRKQOFBP�JFDEQ�ABSBILM�PLJB�M>OQF@RI>O�@LJMBQBK@FBP�PL

QE>Q�QEBV�@>K�M>OQF@FM>QB�FK�QEB�DIL?>I�B@LKLJ V��3BSBO>I

QO>AFKD�?IL@P�E>SB�?BBK�?RFIQ�AROFKD�QEB�I>PQ�QEOBB�AB@>ABP�QE>Q

C>@FIFQ>QB�QO>AB�>JLKD�QEBFO�M>OQKBOP��FK@IRAFKD�QEB�%ROLMB>K

5KFLK��TEF@E�@ROOBKQIV�@LKPFPQP�LC�QT BKQV
PBSBK�@LRKQOFBP

TFQE�>�QLQ>I�MLMRI>QFLK�FK�BU@BPP�LC�CFSB�ERKAOBA�JFIIFLK�>KA�>

DOLPP�ALJBPQF@�MOLAR@Q��'$ 0	�DOB>QBO�QE>K�QE>Q�LC�QEB�5KFQBA

�� 3QBSB�3@EFCCBOBP��b'IL?>IFP>QFLK�3E>HBP�QEB�7LOIA�c�" "#

. BTP��*>KR>OV�������� � ��>@@BPPBA�&B?OR>OV���������

KBTP�??@�@L�RH�� �EF�?RPFKBPP������ �� �PQJ�

�� � X#E>MQBO����
�3RMMIV�#E>FK�->K>DBJBKQ



3Q>QBP��4EB�%ROLMB>K�5KFLK�PE>OBP�>�@LJJLK�@ROOBK@V��>KA

QEBOB�>OB�KL�QO>AB�?>OOFBOP�>JLKD�FQP�JBJ?BO�PQ>QBP��.!&4!

PQ>KAP�CLO�QEB�.LOQE�!JBOF@>K�&OBB�4O>AB�!DOBBJBKQ�>KA

BK@LJM>PPBP�#>K>A>��QEB�5KFQBA�3Q>QBP��>KA�-BUF@L��7F QE

OBPMB@Q�QL�QEB�@LJ?FKBA�'$ 0�LC�QEBPB�QEOBB�@LRKQOFBP��.!&4!

OBMOBPBKQP�QEB�I>ODBPQ�QO>AFKD�?IL@�FK�QEB�TLOIA��4T L�LQEBO

QO>AFKD�?IL@P�FK�QEB�7BPQBOK�(BJFPMEBOB�>OB�QEB�$LJFKF@>K

2BMR?IF@
#BKQO>I�!JBOF@>K�&OBB�4O>AB�!DOBBJBKQ�>KA

-%2#/352�� #LJJLK�3LRQEBOK�!DOBBJBKQ	��TEF@E�MOLJLQBP

QO>AB�>JLKD�!ODBKQFK>��"O>WFI��0>O>DR>V��>KA�5ORDR>V��4EB

PMB@Q>@RI>O�DOLTQE�LC�FKQBOK>QFLK>I�CFK>K@B�PELRIA�>IPL�?B

@LKPFABOBA�TEBK�BU>JFKFKD�QEB�DOLTQE�LC�DIL?>IFPJ�FK�OB@BKQ

EFPQLOV�

d �=6C< :H�>C�8DCHJB:G�9:B6C9H�!@OLPP�QEB�TLOIA��@LKPRJBOP

>OB�?B@LJFKD�MOLDOBPPFSBIV�JLOB�ABJ>KAFKD��4EBV�BUMB@Q

?BQQBO�NR>IFQV�MOLAR@QP�TFQE�JLOB�LMQFLKP�>KA�>Q�>�ILT BO�@LPQ�

/KB�E>P�QL�ILLH�LKIV�>Q�QEB�DIL?>I�J>OHBQ�CLO�@BII�MELKBP�CLO�>K

BU>JMIB��%SBK�FK�@LRKQOFBP�QE>Q�JFDEQ�?B�@I>PPFCFBA�>P�4EFOA

7 LOIA�@LRKQOFBP��@LKPRJBOP�BUMB@Q�QL�?B�>?IB�QL�?RV�@BII

MELKBP�TFQE�@RQQFKD
BADB�@>M>?FIFQV�>Q�OB>PLK>?IB�MOF@BP��4EFP

OBPRIQP�FK�>�DOB>Q�KBBA�CLO�KBT�MOLAR@QP��TEF@E�FK�QROK

OBNRFOBP�>�OBAR@QFLK�FK�IFCB�@V@IB�ABSBILMJBKQ�QFJBP��.LOJ>IIV�

FK@OB>PFKD�QEB�MOLAR@Q�ABSBILMJBKQ�QFJB�TLRIA�DBKBO>IIV

OBPRIQ�FK�EFDEBO�@LPQ��PLJBQEFKD�QE>Q�FP�RK>@@BMQ>?IB�QLA>V��4L

JB BQ�FK@OB>PFKD�>KA�LCQBK�@LKCIF@QFKD�ABJ>KAP��?RPFKBPPBP

CFKA�QE>Q�QEBV�JRPQ�TLOH�@ILPBIV�TFQE�JBJ?BOP�LC�QEBFO�PRMMIV

@E>FK�

d )G<6C>O6I>DCH I=6I =6K: G:8D<C>O:9 I=: C::9 ID 8=6C< :�

)K@OB>PFKDIV� JLOB >KA JLOB ?RPFKBPPBP OB@LDKFWB QE>Q LIA

JLABIP J> V KL ILKDBO CRK@QFLK� )K QEB M>PQ� J>KV ?RPFKBPPBP

PQOLSB QL ?B SBOQF@>IIV FKQBDO>QBA� 4EFP JB>KQ QE>Q QEBV T>KQBA

QL @LKQOLI >P J>KV >PMB@QP LC QEBFO LMBO>QFLKP >P MLPPF?IB� ,>ODB

LFI @LJM>KFBP BUEF?FQ SBOQF@>I� FKARPQOV
TFAB FKQBDO>QFLK� ! CFOJ

PR@E >P %UULK
- L?FI E>P QEB @>M>@FQV QL @>OOV LRQ >IJLPQ >II

#E>MQBO����
�3RMMIV�#E>FK�->K>DBJBKQX���



QEB CRK@QFLKP >PPL@F>QBA TFQE QEB MBQOLIBRJ FKARPQOV� %UULK


- L?FI E>P RKFQP QE>Q @>K BUMILOB CLO LFI� AOFII CLO LFI� QO>KPMLOQ

LFI� OBCFKB LFI FKQL D>PLIFKB� >KA PBII FQ AFOB@QIV QL @LKPRJBOP� )K

QEFP T>V� FQ E>P >IJLPQ @LJMIBQB @LKQOLI LSBO QEB BKQFOB PRMMIV

@E>FK� 4EFP >MMOL>@E_QLQ>I SBOQF@>I FKQBDO>QFLK_J>V TLOH FK

PLJB FKARPQOFBP TEBOB CFOJP OB@LDKFWB QE>Q FQ FP B@LKLJF@>IIV

>AS>KQ>DBLRP QL LRQPLRO@B KLK@LOB >@QFSFQFBP� &FOJP >OB J>HFKD

QEB AB@FPFLK TEBQEBO QL J>HB LO ?RV� >KA QEBV >OB CFKAFKD

FQ CFK>K@F>IIV >QQO>@QFSB QL E>SB LQEBO ?RPFKBPPBP J>HB

@LJMLKBKQP LO MOLAR@QP CLO QEBJ� !P LRQPLRO@FKD ?B@>JB

JLOB MLMRI>O� QEBOB T>P FJJBAF>QB OB@LDKFQFLK QE>Q ?RPFKBPPBP

E>A QL M>V @>OBCRI >QQBKQFLK QL >II QEB BIBJBKQP LC QEBFO PRMMIV

@E>FKP� 4EBV E>A QL ABSBILM TLOHFKD OBI>QFLKPEFMP TFQE QEBFO

PRMMIFBOP >KA QEBFO @RPQLJBOP� 3R@@BPPCRI PRMMIV @E>FK

J>K>DBJBKQ OBNRFOBP KBT >MMOL>@EBP CLO AB>IFKD TFQE

PRMMIFBOP� 4ELPB ?RPFKBPPBP QE>Q E>SB PR@@BPPCRIIV J>AB QEFP

QO>KPFQFLK @>K CRIIV BUMILFQ QEB ?BKBCFQP LC PRMMIV @E>FK

J>K>DBJBKQ�

!KLQEBO >OB> TEBOB ?RPFKBPPBP E>SB IB>OKBA QL @E>KDB�

TEF@E E>P DOB>QIV FJM>@QBA QEB >@@BMQ>K@B LC PRMMIV @E>FK

J>K>DBJBKQ� FP QEB @E>KDB COLJ > MRPE MEFILPLMEV QL > MRII

MEFILPLMEV� ! MRPE MEFILPLMEV JB>KP QE>Q > ?RPFKBPP MOLAR@BP

DLLAP >KA PBOSF@BP >KA MRPEBP FQ FKQL QEB J>OHBQMI>@B� ! MRPE


?>PBA PVPQBJ TFII CLOB@>PQ ABJ>KA FK QEB J>OHBQ� MOLAR@B QEB

OBNRFOBA >JLRKQ� MRPE QEB MOLAR@Q LRQ QEB ALLO� >KA ELMB QE>Q

QEB CLOB@>PQ T>P @LOOB@Q� )K @LKQO>PQ� > MRII MEFILPLMEV JB>KP

QE>Q QEB MOLAR@QFLK LC DLLAP >KA PBOSF@BP FP FKFQF>QBA LKIV TEBK

QEB J>OHBQMI>@B LO QEB @LKPRJBO ABJ>KAP FQ� 0OLAR@QFLK FP

FKFQF>QBA�?V�>@QR>I�ABJ>KA�

d . :8=C>86A�>CCDK6I>DCH�4LA>VaP�>MMOL>@E�QL�PRMMIV�@E>FK

J>K>DBJBKQ�TLRIA�?B�FJMLPPF?IB�TFQELRQ�QB@EKLILDF@>I

OBSLIRQFLKP�FK�QEB�CFBIAP�LC�@LJJRKF@>QFLK�>KA�@LJMRQBO

PLCQT >OB��)Q�TLRIA�?B�FJMLPPF?IB�QL�LMBO>QB�FK�>�DIL?>I�PRMMIV

@E>FK�TFQELRQ�QEB�)KQBOKBQ�
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�3RMMIV�#E>FK�->K>DBJBKQ



Key Elements of a Supply Chain

7 E>Q MOB@FPBIV J>HBP RM > PRMMIV @E>FK J>K>DBJBKQ PVPQBJ�

6>OFLRP >RQELOP FABKQFCV QEB AFCCBOBKQ @LJMLKBKQP LO BIBJBKQP LC

PR@E > PVPQBJ�� 4EB PFJMIB IFPQ TLRIA FK@IRAB CLRO @LOB BIBJBKQP�

MOL@ROBJBKQ��LMBO>QFLKP��AFPQOF?RQFLK��>KA�FKQBDO>QFLK�

.=:��DG :��A:B:C IH�D;�6�- JEEAN��=6>C�' 6C6<:B:C I�- NHI:B

�� ->O QFK�-ROO>V��b)KQOLAR@QFLK�QL�3RMMIV�#E>FK

->K>DBJBK Q�c�!?LRQ�@LJ��>@@BPPBA�&B?OR>OV���������

ILDFPQF@P�>?LRQ�@LJ �LA �PRMMIV@E>FKFKQOLAR@QFLK�> �

FKQL=P@J�EQJ��0EFIIFM�%AT >OAP��b3RMMIV�#E>FK�CLO�3J>II

" RPFKBPPBP�>KA�)QP�"BKBCFQ�c�3J>II�>KA�- BAFRJ�" RPFKBPP

#LOKBO��!MOFI�����������>@ @BPPBA�&B?OR>OV����������PJ?


@LOKBO�@LJ ����� ��� �PRMMIV
@E>FK
J>K>DBJBKQ
PJ>II


?RPFKBPP��*LBI�$��7FPKBO��' ��+BLKD�,BLKD��>KA�+B>E


#ELLK�4 >K��0OFK@FMIBP�LC�3RMMIV�#E>FK�->K>DBJBKQ��!

">I>K@BA�!MMOL>@E��->PLK��/ (��3LRQE
7 BPQBOK������	�

���

#E>MQBO����
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4EB CFOPQ LC QEB CLRO BIBJBKQP_EGD8JG:B:C I_?BDFKP TFQE QEB

MRO@E>PFKD LC M>OQP� @LJMLKBKQP� LO PBOSF@BP� (LT BSBO� FQ ALBP KLQ

BKA TFQE QEB MRO@E>PB� 0OL@ROBJBKQ JRPQ BKPROB QE>Q QEB OFDEQ

FQBJP >OB ABIFSBOBA FK QEB BU>@Q NR>KQFQFBP >Q QEB @LOOB@Q IL@>QFLK

LK QEB PMB@FCFBA QFJB P@EBARIB >Q JFKFJ>I @LPQ� 4EFP JB>KP QE>Q

MOL@ROBJBKQ JRPQ @LK@BOK FQPBIC TFQE QEB ABQBOJFK>QFLK LC TEL

PELRIA PRMMIV QEB M>OQP� QEB @LJMLKBKQP� LO QEB PBOSF@BP� )Q JRPQ

>AAOBPP QEB NRBPQFLK LC >PPRO>K@B QE>Q QEBPB PRMMIFBOP TFII ABIFSBO

>P MOLJFPBA� 4EB LMBKFKD MEO>PB LC QEFP NRBPQFLK FP LCQBK >P CLIILTP�

PELRIA QEB ?RPFKBPP J>HB LO ?RV > M>OQF@RI>O M>OQ LO PBOSF@B� 4EB

J>HB
LO
?RV NRBPQFLK @>K E>SB ?LQE PQO>QBDF@ PFDKFCF@>K@B >KA

B@LKLJF@ PFDKFCF@>K@B� 3LJB ?RPFKBPPBP TFII @ELLPB KLQ QL E>SB

LQEBOP J>HB LO MOLSFAB PBOSF@BP ?B@>RPB QEBV ?BIFBSB QEBV J> V ILPB

@LKQOLI LSBO M>OQF@RI>O QB@EKLILDFBP LO PHFII PBQP� 7FII FQ ?BKBCFQ >

?RPFKBPP QL E>SB ILT BO @LPQ FK QEB PELOQ ORK VBQ ILPB FQP PLRO@B

��� X#E>MQBO����
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LC @LJMBQFQFSB >AS>KQ>DB FK QEB ILKD ORK QL >KLQEBO @LJMBQFQLO�

/S BOPB>P LRQPLRO@FKD J>V MLPB AFCCF@RIQFBP TFQE OBPMB@Q QL

@LJJRKF@>QFLK AFCCF@RIQFBP� BUQBKABA QO>KPMLOQ>QFLK AFPQ>K@BP� >KA

QFJBIFKBP� 4EB FK>?FIFQV QL BKPROB QEB LSBO>II NR>IFQV LC QEB

LRQPLRO@BA FQBJ J> V ?B > AB@FAFKD C>@QLO FK KLQ E>SFKD >KLQEBO

?RPFKBPP J>HB QEB M>OQ LO MOLSFAB QEB PBOSF@B� 2B@BKQ AFCCF@RIQFBP

TFQE QEB NR>IFQV >PPRO>K@B LC MOLAR@QP J>AB FK #EFK> E>SB DFSBK

J>K V !JBOF@>K J>KRC>@QROBOP PB@LKA QELRDEQP >?LRQ LRQPLRO@FKD�

4EBOB >OB� ELT BSBO� OB>PLKP CLO ?RPFKBPPBP QL LRQPLRO@B

MOLAR@QFLK LO PBOSF@BP� 4EB JLPQ L?SFLRP OB>PLK FP >PPL@F>QBA TFQE

ILT BO @LPQP� 2B>A QEB ?RPFKBPP MOBPP >KA AFP@LSBO QEB MEO>PBthe

China price � 4EFP OBCBOP QL QEB ILT @LPQ LC MOLAR@QP MOLAR@BA FK

#EFK> DFSBK FQP ILT T >DBP� /KB PELRIA KLQ QEFKH QE>Q LRQPLRO@FKD

FP >PPL@F>QBA LKIV TFQE LSBOPB>P J>KRC>@QROFKD� ->KV CFOJP TFII

ALJBPQF@>IIV LRQPLRO@B @BOQ>FK FK
ELRPB PBOSF@B >@QFSFQFBP� 4EB CFOJ

!$ 0 PMB@F>IFWBP FK MOBM>OFKD ?RPFKBPPBP M>VOLIIP� BJMILVBB ?BKBCFQP�

>KA Q>U @LJMIF>K@B� !$ 0 E>P ?BBK PR@@BPPCRI ?B@>RPB FQ FP >?IB QL

MOLSFAB > EFDE
NR>IFQV MOLAR@Q >Q ILT BO @LPQ QE>K J>KV CFOJP @LRIA

MOLAR@B FK
ELRPB� !KLQEBO OB>PLK TEV > ?RPFKBPP J>V LRQPLRO@B

MOLAR@QFLK LO LQEBO >@QFSFQFBP FP QE>Q QEB ?RPFKBPP FP @ROOBKQIV

RK>?IB�QL�JBBQ�M>OQF@RI>O�ABJ>KA�IBSBIP�

)C LKB TBOB QL BU@IRAB PQO>QBDF@ @LKPFABO>QFLKP >KA JBOBIV ILLH

>Q B@LKLJF@ FPPRBP� J>KV J>HB
LO
?RV AB@FPFLKP @LRIA ?B C>FOIV

PQO>FDEQCLOT >OA S>OF>QFLKP LC ?OB>HBSBK >K>IVPFP� )J>D FKB > CFOJ FP

QEFKHFKD >?LRQ LRQPLRO@FKD QEB J>KRC>@QROB LC > M>OQF@RI>O M>OQ QL

> #EFKBPB CFOJ� 4EB MILQ FP KLQ RKFNRB COLJ > QB@EKF@>I PQ>KAMLFKQ�

PL�LRQPLRO@FKD�TLRIA�E>SB�KL�PQO>QBDF@�PFDKFCF@>K@B�

� 6I6 ; DG �DB:HI>8 *GD9J8I>DC K:GHJH �=>C:H: )J IHDJG8>C<

)EI>DC
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�DHIH �DB:HI>8�*G D9J8I>DC
���

)J IHDJG8>C<�ID��=>C6
���

&FUBA�@LPQP �� ���� �� ���

, >?LO�@LPQ�MBO�RKFQ � ��� ����

-> QBOF>I�@LPQ�MBO�RKFQ � ��� � ���

4O>KPMLOQ>QFLK�@LPQ�MBO
RKFQ � ��� ����

4>OFCC�ARQV�MBO�RKFQ � ��� ����

4LQ>I�@LPQ�MBO�RKFQ �� ��� ��� ��

7FQE QEBPB CFDROBP� QEBOB FP KL KBBA QL @LKAR@Q > ?OB>HBSBK >K>IVPFP�

/RQPLRO@FKD QL #EFK> MOLAR@BP > ILT BO QLQ>I RKFQ @LPQ� >KA QEB CFUBA

@LPQP >OB PFDKFCF@>KQIV ILT BO� 4EB QLQ>I @LPQ OBAR@QFLK TLRIA AF@Q>QB

QE>Q #EFK> FP QEB MOBCBOOBA IL@>QFLK QL MOLAR@B QEB M>OQ� "RQ KLT

BKSFPFLK >KLQEBO P@BK>OFL� LKB FK TEF@E QEB QO>KPMLOQ>QFLK @LPQ

FK@OB>PBP ?V ����� �FK@OB>PFKD QEB QO>KPMLOQ>QFLK @LPQ MBO RKFQ QL

�����	�>KA�QEB�Q>OFCC�ARQV�MBO�RKFQ�FK@OB>PBP�?V����MBO�RKFQ�

, :K>H:9 � 6I6 ; DG �DB:HI>8 *GD9J8I>DC K:GHJH �=>C:H:

)J IHDJG8>C<�)EI>DC

�DHIH �DB:HI>8�*G D9J8I>DC
���

)J IHDJG8>C<�ID��=>C6
���

&FUBA�@LPQP �� ���� �� ���

, >?LO�@LPQ�MBO�RKFQ � ��� ����

-> QBOF>I�@LPQ�MBO�RKFQ � ��� � ���

4O>KPMLOQ>QFLK�@LPQ�MBO
RKFQ � ��� ����

4>OFCC�ARQV�MBO�RKFQ � ��� ����

4LQ>I�@LPQ�MBO�RKFQ �� ��� �� ���

! >K:C�I=:H:�8=6C< :H	�L :�86C�CDL�8DC9J8I�6�7G:6@:K:C�6C6ANH>H�
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�DB:HI>8�*G D9J8I>DC�.DI6A��DHIH )J IHDJG8:9�ID��=>C6�. DI6A��DHIH

&FUBA�@LPQP���QLQ>I�S>OF>?IB�@LPQP � &FUBA�@LPQP���QLQ>I�S>OF>?IB�@LPQP

��� ���������� ����
�1 � ��� ��������� ����
�1

���� �����f���� ��� 	 � ���� ����f���� ��� 	�
�1

���� ��� � ������
�1

?OB>H
BSBK�MLFKQ�1 � �� �����RKF QP

+���+J6C I>IN

4EFP PFJMIV JB>KP QE>Q FC QEB ABJ>KA CLO QEB M>OQ FP CBT BO QE>K

�� ���� RKF QP� QEBK FQ FP @EB>MBO QL MOLAR@B QEB M>OQ FK #EFK>�

ELT BSBO� FC QEB ABJ>KA FP DOB>QBO QE>K ������ RKF QP� FQ FP @EB>MBO QL

MOLAR@B�QEB�M>OQ�ALJBPQF@>IIV�

4EB HBV FPPRB FK MOL@ROBJBKQ FP ELT LKB DLBP >?LRQ PBIB@QFKD

>KA J>FKQ>FKFKD > PRMMIFBO� TEF@E @>K ?B >MMOL>@EBA COLJ QT L

AFOB@QFLKP� 4EB CFOPQ @BKQBOP LK ELT > CFOJ JFDEQ BS>IR>QB >

MLQBKQF>I PRMMIFBO� 4EB PB@LKA FP ELT > CFOJ BS>IR>QBP QELPB

?RPFKBPPBP QE>Q >OB >IOB>AV PRMMIFBOP QL >K LMBO>QFLK� 7EBK ILLHFKD

>Q QEB MLQBKQF>I PRMMIFBOP LC > ?RPFKBPP� > CFOJ J>V ?B >FABA ?V

BU>JFKFKD QELPB PRMMIFBOP TFQE PLJB CLOJ LC @BOQFCF@>QFLK� 0BOE>MP

QEB JLPQ DIL?>IIV OB@LDKFWBA @BOQFCF@>QFLK MOLDO>J FP )3/ ���� � >

MOLDO>J ABPFDKBA QL BKPROB QE>Q PRMMIFBOP >OB @BOQFCFBA >KA CRIIV

@LJJF QQBA QL NR>IFQV MOLAR@QFLK� ! PRMMIFBO QE>Q FP )3/ ����

@BOQFCFBA J> V JB>K QE>Q FK@LJFKD DLLAP KBBA KLQ ?B QBPQBA� )K

BU>JFKFKD PRMMIFBOP� LKB JFDEQ >IPL ILLH >Q QEB KRJ?BO LC

BJMILVBBP LC QEB MLQBKQF>I PRMMIFBO TEL E>SB OB@BFSBA @BOQFCF@>QFLK

FK QEB >OB> LC PRMMIV @E>FK J>K>DBJBKQ� 4EB !PPL@F>QFLK CLO

/MBO>QFLKP ->K>DBJBKQ� CLOJBOIV HKLTK >P QEB !JBOF@>K

0OLAR@QFLK >KA )KSBKQLOV #LKQOLI 3L@FBQV �!0 )#3	� E>P > MOLDO>J

QL @BOQFCV MOLCBPPFLK>IP FK PRMMIV @E>FK J>K>DBJBKQ� !CQBO PBIB@QFKD

> PRMMIFBO� LKB JRPQ E>SB > MOLDO>J QE>Q @LKQFKRLRPIV BS>IR>QBP

QEB @>M>?FIFQV LC QEB PRMMIFBO� 3LJB L C QEB @>M>?FIFQFBP QE>Q J>V ?B

@LKPFABOBA FK@IRAB LK
QFJB ABIFSBOV� QEB >@@RO>@V LC ABIFSBOV �F�B��

@LOOB@Q FQBJP FK QEB @LOOB@Q NR>KQFQFBP >OB PEFMMBA	� QEB >?FIFQV QL

E>KAIB CIR@QR>QFLKP FK ABJ>KA� >KA QEB >?FIFQV QL ELIA FKSBKQLOV

#E>MQBO����
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RKQFI KBBABA ?V QEB @RPQLJBO� /KB KBBAP > @LJMOBEBKPFSB PBQ LC

JB QOF@P QL MBOCLOJ PR@E >K >K>IVPFP� )K >AAFQFLK� LKB JRPQ QEFKH

>?LRQ ABSBILMFKD > KBT QVMB LC OBI>QFLKPEFM TFQE PRMMIFBOP� LKB

QE>Q FP KLQ >ASBOP>OF>I ?RQ ABSBILMP > @ILPB TLOHFKD OBI>QFLKPEFM

?LOABOFKD�LK�?BFKD�>K�>IIF>K@B�

4EB PB@LKA J>GLO BIBJBKQ LC PRMMIV @E>FK J>K>DBJBKQ PVPQBJ

FPDE:G6I>DCH� ( >SFKD OB@BFSBA O>T J> QBOF>IP� M>OQP� @LJMLKBKQP�

>PPBJ?IFBP� LO PBOSF@BP COLJ PRMMIFBOP� QEB CFOJ KLT JRPQ QO>KPCLOJ

QEBJ >KA MOLAR@B QEB MOLAR@QP LO QEB PBOSF@BP QE>Q JBBQ QEB KBBAP

LC FQP @LKPRJBOP� )Q JRPQ @LKAR@Q QEFP QO>KPCLOJ>QFLK FK >K BCCF@FBKQ

>KA BCCB@QFSB J>KKBO CLO QEB ?BKBCFQ LC QEB PRMMIV @E>FK

J>K>DBJBKQ PVPQBJ� 7B TFII ?OFBCIV LSBOSFBT QELPB LMBO>QFLK>I

>@QFSFQFBP�QE>Q�JLPQ�AFOB@QIV�OBI>QB�QL�PRMMIV�@E>FK�J>K>DBJBKQ�

/KB BIBJBK Q FP ABJ>KA J>K>DBJBKQ� 4EFP FKSLISBP >QQBJMQFKD

QL J>Q@E ABJ>KA TFQE @>M>@FQV� )K > J>KRC>@QROFKD BKSFOLKJBK Q�

QEFP J>V BKQ>FI > ?BQQBO >KA JLOB ABQ>FIBA MOLAR@QFLK P@EBARIB�

)K > PBOSF@B BKSFOLKJBK Q� FQ J>V BKQ>FI OBP@EBARIFKD @RPQLJBO

>MMLFKQJBKQP QL ?BQQBO J>Q@E PBOSF@B MOLSFABO >S>FI>?FIFQV� ! H BV

BIBJBKQ FP FJMOLSBJBKQP FK FKSBKQLOV @LKQOLI� TEF@E J>V ?B ALKB

?V RPFKDB6 I:G>6AH G:FJ>G:B:C I EA6CC>C<PLCQT >OB LO FKPQFQRQFKD

> ?JHI
>C
I>B: MOLDO>J� *RPQ
FK
QFJB >QQBJMQP QL @OB>QB >K

FKSBKQLOV PVPQBJ TEBOB QEB FKSBKQLOV >OOFSBP BU>@QIV TEBK FQ FP

KBBABA� !KLQEBO T>V LC >@EFBSFKD LMBO>QFLK>I BCCF@FBK@V QL FJMOLSB

QEB PRMMIV @E>FK J>K>DBJBKQ PVPQBJ FP ?V >ALMQFKDA:6C

B:I=D9D AD<>:H� 4EB BPPBK@B LC IB>K FP >QQBJMQFKD QL BIFJFK>QB >II

CLOJP�LC�T>PQB�COLJ�>�MOLAR@QFLK�LO�PBOSF@B�PVPQBJ�

4EB QEFOA BIBJBKQ LC QEB PRMMIV @E>FK J>K>DBJBKQ PVPQBJ FP

9>HIG>7JI>DC� $FPQOF?RQFLK FKSLISBP PBSBO>I >@QFSFQFBP_QO>KPMLOQ>QFLK

�AD<>HI>8H	� T >OBELRPFKD� >KA�JHIDB:G G :A6I>DCH=>E B6C6<:B:C I

��,'� � 4EB CFOPQ >KA JLPQ L?SFLRP FP ILDFPQF@P_QEB QO>KPMLOQ>QFLK

LC DLLAP >@OLPP QEB BKQFOB PRMMIV @E>FK� 4EB KBBA QL BCCF@FBKQIV

QO>KPMLOQ DLLAP E>P IBA QL > EFBO>O@EV LC ILDFPQF@P MOLSFABOP� 3LJB

>ODRB QE>Q FQ KLT @LKPFPQP LC > CLRO
M>OQV EFBO>O@EV� &FOPQ
M>OQV

ILDFPQF@P MOLSFABOP >OB QELPB TEL TFPE QL PEFM DLLAP QL > M>OQF@RI>O

IL@>QFLK� 3B@LKA
M>OQV ILDFPQF@P MOLSFABOP >OB QELPB ?RPFKBPPBP QE>Q

��� X#E>MQBO����
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MOLSFAB QEB JB>KP LC QO>KPMLOQ>QFLK� FK@IRAFKD PEFMMFKD COBFDEQ ?V

>FO� O>FI� LO QOR@H� 3B@LKA
M>OQV ILDFPQF@P MOLSFABOP J>V >IPL LCCBO

T >OBELRPFKD PBOSF@BP QL QBJMLO>OFIV PQLOB DLLAP� 4EFOA
M>OQV

ILDFPQF@P MOLSFABOP PMB@F>IFWB FK LCCBOFKD >K >OO>V LC PBOSF@BP QL

PFJMIFCV QO>KPMLOQ>QFLK� 4EBV LCCBO PBOSF@BP QE>Q PVKQEBPFWB > S>OFBQV

LC PBOSF@BP� FK@IRAFKD QEB PEFMMFKD LC DLLAP� T>OBELRPFKD� FKSBKQLOV

J>K>DBJBKQ� >KA M>@H>DFKD� 4EBV >IPL J>V LCCBO PBOSF@BP

>PPL@F>QBA TFQE C>@FIFQ>QFKD @RPQLJP LMBO>QFLK >KA QEB OBPLIRQFLK

LC MOL?IBJP >PPL@F>QBA TFQE FKQBOK>QFLK>I QO>KPMLOQ>QFLK� 4EB O>KDB

LC PBOSF@BP @>K ?B PL BUQBKPFSB QE>Q QEB IFQBO>QROB PBDJBKQP QEFOA


M>OQV ILDFPQF@P MOLSFABOP FKQL CLRO DOLRMP�� 4EBV O>KDB COLJ QELPB

?RPFKBPPBP QE>Q MF@H RM >KA ABIFSBO DLLAP QL QELPB ?RPFKBPPBP QE>Q

BPPBKQF>IIV MBOCLOJ QEB BKQFOB ILDFPQF@P CRK@QFLK CLO > @RPQLJBO�

)K QEB I>PQ CFCQBBK VB>OP� > CLROQE IBSBI LC ILDFPQF@P MOLSFABOP T>P

>AABA QL QEFP EFBO>O@EV� !IQELRDE QEBOB FP PLJB >ODRJBKQ >P QL TE>Q

AFPQFKDRFPEBP PLMEFPQF@>QBA QEFOA
M>OQV ILDFPQF@P MOLSFABOP COLJ

CLROQE
M>OQV ILDFPQF@P MOLSFABOP� QEB BPPBKQF>I AFPQFK@QFLK FP QE>Q

CLROQE
M>OQV ILDFPQF@P MOLSFABOP CRK@QFLK >P @LKPRIQ>KQP CLO PRMMIV

@E>FK J>K>DBJBKQ ILDFPQF@P FPPRBP� 4EBV >OB KLK
>PPBQ
?>PBA

FKQBDO>QLOP�� _CFOJP AL KLQ LTK PEFMMFKD >PPBQP LO T>OBELRPBP� QEBV

PFJMIV�MOLSFAB�@LKPRIQFKD�PBOSF@BP�

4EB #2- @ LJMLKBKQ LC QEB AFPQOF?RQFLK BIBJBKQ OBMOBPBKQP >K

>QQBJMQ QL >RQLJ>QB FKQBO>@QFLKP TFQE @RPQLJBOP >KA C>@FIFQ>QB QEB

ABSBILMJBKQ LC P>IBP MOLPMB@QP QEOLRDE PLCQT >OB M>@H>DBP� -LPQ

PJ>II ?RPFKBPPBP TFII PQ>OQ RPFKD #2- >P > JB>KP LC @LKQ>@QFKD

�� 3RP>KKB�(BOQW�>KA�-LKF@>�!ICOBAPPLK��b3QO>QBDF@

$BSBILMJBKQ�LC�4EFOA
0 >OQV�,LDFPQF@P�0OLSFABOP�c

)KARPQOF>I�->OHBQFKD�->K>DBJBKQ�����KL��������� 	����� �

��� b&LROQE
0>OQV�,LDFPQF@P�c�"RPFKBPP�$F@QFLK>OV�@LJ�

>@@BPPBA�&B?OR>OV��� �������

T T T �?RPFKBPPAF@QFLK>OV�@LJ �ABCFKFQFLK�CLROQE
M>OQV


ILDFPQF@P
�0,�E QJI�

#E>MQBO����
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@ROOBKQ @RPQLJBOP >KA CRQROB MOLPMB@QFSB @RPQLJBOP� 4EBV QEBK

JL SB LK QL PLCQT >OB QE>Q >RQLJ>QBP QEB BKQFOB P>IBP MOL@BPP� 4EB

RIQFJ>QB DL>I LC #2- FP QEB DOB>QBO @LKKB@QFLK TFQE @RPQLJBOP� QERP

MOLSFAFKD�QEBJ�TFQE�DOB>QBO�S>IRB�

4EB I>PQ BIBJBKQ LC PRMMIV @E>FK J>K>DBJBKQ FP QEB KBBA CLO

>CI:<G6I>DC� ! Q QEB ?BDFKKFKD LC QEFP @E>MQBO� T B JBKQFLKBA QE>Q

J>K V PJ>II ?RPFKBPPBP >OB RKC>JFIF>O TFQE QEBFO FJJBAF>QB

@RPQLJBOP >KA QEBFO FJJBAF>QB PRMMIFBOP� ELT BSBO� QEBV J> V ?B

M>OQ LC > JR@E I>ODBO @E>FK� )Q FP @OFQF@>I QE>Q >II M>OQF@FM>KQP FK QEB

PBOSF@B @E>FK OB@LDKFWB QEB BKQFOBQV LC QEB PBOSF@B @E>FK� ! C>FIROB QL

LSBO@LJB QEB JVLMF> LC GRPQ ?BFKD @LK@BOKBA TFQE QEB FJJBAF>QB

@RPQLJBO >KA QEB FJJBAF>QB PRMMIFBO @>K MOLAR@B PFDKFCF@>KQ

AFPORMQFLKP FK QEB BKQFOB @E>FK� 4EBPB AFPORMQFLKP @>K PFDKFCF@>KQIV

FK@OB>PB�@LPQP�>KA�ABPQOLV�S>IRB�

4EB FJM>@Q LC QEB C>FIROB QL >ALMQ > PVPQBJ
TFAB

MBOPMB@QFSB_QE>Q FP� BU>JFKFKD QEB QLQ>IFQV LC QEB @E>FK_FP JLPQ

@IB>OIV PBBK FK TE>Q FP HKLTK >P QEB b?RIITEFMc BCCB@Q� 4EFP BCCB@Q

FIIRPQO>QBP ELT > K>OOLT MBOPMB@QFSB @>K MOLAR@B RKBUMB@QBA

@LKPBNRBK@BP� %KSFPFLK > @I>PPF@ PRMMIV @E>FK @LJMLPBA LC >

OBQ>FIBO_TEL FP PRMMIFBA ?V > TELIBP>IBO_TEL FK QROK FP PRMMIFBA ?V

> AFPQOF?RQLO TFQE > MOLAR@Q @LJFKD COLJ QEB J>KRC>@QROBO� %>@E

BIBJBKQ LC QEFP @E>FK JRPQ CLOB@>PQ FQP >KQF@FM>QBA ABJ>KA >KA

ABQBOJFKB QEB >MMOLMOF>QB IBSBIP LC FKSBKQLOV� "B@>RPB KL BIBJBKQ

LC QEFP @E>FK TFPEBP QL bPQL@H LRQc_E>SFKD FKPRCCF@FBKQ FKSBKQLOV QL

JB BQ > @RPQLJBOaP ABJ>KA_B>@E BIBJBKQ TFII @>OOV TE>Q FP HKLTK

>P P>CBQV PQL@H� )K J>K V @>PBP� QEB JLOB @BOQ>FK QEB ABJ>KA� QEB

DOB>QBO QEB KBBA CLO PR@E P>CBQV PQL@H� )C ABJ>KA >Q QEB OBQ>FI IBSBI

FK@OB>PBP� QEBK FQ CLIILTP QE>Q ABJ>KA TFII >IPL FK@OB>PB >Q B>@E IBSBI

CROQEBO RM QEB PRMMIV @E>FK� )C ABJ>KA AB@OB>PBP >Q QEB OBQ>FI IBSBI�

QEB ABJ>KA TFII IFHBTFPB AB@OB>PB CROQEBO RM QEB @E>FK� 4EB O>QB >Q

TEF@E ABJ>KA >KA FKSBKQLOV IBSBIP CIR@QR>QB FP ABMBKABKQ LK QEB

IB>A QFJB >Q B>@E IBSBI FK QEB @E>FK� 4EB ABI>V ?BQT BBK >K FK@OB>PB

CLO QEB OBQ>FI IBSBI >KA QEB @LOOBPMLKAFKD FK@OB>PB LO AB@OB>PB >Q

QEB J>KRC>@QROFKD IBSBI TFII ?B > CRK@QFLK LC QEFP IB>A QFJB� 4EB

?RIITEFM BCCB@Q OB@LDKFWBP QE>Q QEB >JMIFQRAB LC FKSBKQLOV PTFKDP

��� X#E>MQBO����
�3RMMIV�#E>FK�->K>DBJBKQ



FK@OB>PBP >P LKB QO>SBIP RM QEB PRMMIV @E>FK ?B@>RPB B>@E BIBJBKQ

LC QEB PRMMIV @E>FK FP > OBI>QFSBIV K>OOLT CL@RP LC GRPQ QOVFKD QL JBBQ

QEB KBBAP LC QEBFO @RPQLJBOP� )C QEB CLOB@>PQ CLO bPE>OBAc ABJ>KA

>@OLPP QEB BKQFOB @E>FK @LRIA ?B J>AB PFJRIQ>KBLRPIV LO FC QEB IB>A

QFJB @LRIA ?B PFDKFCF@>KQIV OBAR@BA� QEBK QEFP MEBKLJBKLK TLRIA

KLQ ?B NRFQB >P AO>J> QF@ LO MOL?IBJ> QF@� 4EB ?RIITEFM BCCB@Q @>IIP CLO

FKQBDO>QFKD�FKCLOJ>QFLK�>@OLPP�QEB�BKQFOB�PRMMIV�@E>FK�

!K � CI:GEG>H: G:HDJG8: E A6CC>C< ��,* � PVPQBJ @>K PR@@BPPCRIIV

FKQBDO>QB FKCLOJ>QFLK >@OLPP QEB BKQFOB PRMMIV @E>FK� !K %20 PVPQBJ

FP >K FKQBDO>QBA PBQ LC @LJMRQBO MOLDO>JP QE>Q ?OFKDP FKCLOJ>QFLK

>?LRQ > CFOJaP >@@LRKQFKD� CFK>K@F>I� P>IBP� >KA LMBO>QFLKP FKQL >

@LJJLK A> Q>?>PB��� /KB >IPL KBBAP > PBOFBP LC JBQOF@P QE>Q TLRIA

FKAF@>QB QEB LSBO>II MBOCLOJ>K@B LC QEB PRMMIV @E>FK� 4EFP PELRIA

>IPL�?B�M>OQ�LC�QEB�FKQBDO>QFLK�MOL@BPP�

Key Takeaways

d 4EB�PRMMIV�@E>FK�FKSLISBP�QEB�FKQBDO>QFLK�LC�DLLAP��CFK>K@BP�

>KA�FKCLOJ>QFLK�COLJ�QEB�FKFQF>I�PRMMIFBO�QL�QEB�CFK>I�@RPQLJBO�

d !�OBSLIRQFLK�FK�PRMMIV�@E>FK�J>K>DBJBKQ�E>P�?BBK�MOLAR@BA

?V�DIL?>IFW>QFLK��@E>KDBP�FK�@LKPRJBO�ABJ>KA��LOD>KFW>QFLKP

QE>Q�OB@LDKFWB�QEB�KBBA�CLO�@E>KDFKD�T>VP�LC�ALFKD�?RPFKBPP�

>KA�QB@EKF@>I�FKKLS>QFLKP�

d 3RMMIV�@E>FKP�>OB�@LJMLPBA�LC�CLRO�J>GLO�BIBJBKQP�

MOL@ROBJBKQ��LMBO>QFLKP��AFPQOF?RQFLK��>KA�FKQBDO>QFLK�

d 3RMMIV�@E>FK�J>K>DBJBKQ�PELRIA�KLQ�?B�PBBK�>P�>MMOLMOF>QB

��� #B@FI�#��"LW>OQE�>KA�2L?BOQ�"��( >KACFBIA��)KQOLAR@QFLK�QL

/MBO>QFLKP�>KA�3RMMIV�#E>FK�->K>DBJBKQ���KA�BA�

�5MMBO�3>AAIB�2FSBO��.*��0 B>OPLK�0OBKQF@B�( >II����� �	�

��� �
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LKIV�CLO�I>ODB�?RPFKBPPBP�

A FirmÕs Role in the Supply
Chain

Developing New Relationships

!6B: I=:DG NFP > ?O>K@E LC J>QEBJ>QF@P� "OL>AIV PQ>QBA� D>JB

QEBLOV BU>JFKBP @LJMBQFQFSB PFQR>QFLKP FK TEF@E LKBaP LRQ@LJBP

J> V ?B FKCIRBK@BA LO AF@Q>QBA ?V QEB AB@FPFLKP LC LQEBO MI>VBOP�

)Q E>P ?BBK >MMIFBA QL > S>OFBQV LC TLOIATFAB ALJ>FKP� FK@IRAFKD

B@LKLJF@P� JFIFQ>OV LMBO>QFLKP� MLIFQF@>I P@FBK@B� >KA ?RPFKBPP

PQO>QBDV� )Q E>P FQP LTK SBOV I>ODB IFQBO>QROB ?>PB� >KA TLOH FK QEFP

CFBIA E>P ?BBK OB@LDKFWBA ?V PBSBO>I . L?BI MOFWBP FK B@LKLJF@P� 4L

?BQQBO RKABOPQ>KA PLJB LC QEB OFPH >PPL@F>QBA CLO PJ>II ?RPFKBPPBP

M>OQF@FM>QFKD FK PRMMIV @E>FK J>K>DBJBKQ� TB TFII ?OFBCIV ILLH >Q

QT L�QVMBP�LC�D>JBP��WBOL
PRJ�D>JBP�>KA�KLK
WBOL
PRJ�D>JBP�

3:GD
HJB < 6B:H >OB QELPB FK TEF@E QEB QLQ>I ?BKBCFQP CLO >II

M>OQF@FM>KQP QLQ>I WBOL� ">PB?>II @>K ?B PBBK >P > WBOL
PRJ D>JB� ) C

LKB FP QLIA QE>Q QEB .BT 9 LOH 9>KHBBP >KA QEB .BT 9 LOH - BQP MI>VBA

>K BUEF?FQFLK D>JB >KA QEB 9>KHBBP TLK� QEBK LKB >IPL HKLTP QE>Q

QEB .BT 9 LOH - BQP ILPQ� ">PHBQ?>II >KA JLPQ D>JBP FK MOLCBPPFLK>I

CLLQ?>II >OB >IPL WBOL
PRJ D>JBP ?B@>RPB QEBOB FP > TFKKBO >KA >

ILPBO� 0LHBO @>K >IPL ?B PBBK >P > WBOL
PRJ D>JB� ) C VLRO CFSB COFBKAP

E>SB > &OFA>V KFDEQ D>JB LC MLHBO >KA LKB MI>VBO FP RM ����� QEBK

��� X#E>MQBO����
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VLR >IPL HKLT QE>Q QEB LQEBO CLRO MI>VBOP E>SB PRCCBOBA > @RJRI>QFSB

ILPP�LC����� �

( DC
O:GD
HJB < 6B:H � LK QEB LQEBO E>KA� >OB QELPB QE>Q

MLQBKQF>IIV E>SB KBQ OBPRIQP LQEBO QE>K WBOL� 4EFP PFJMIV JB>KP QE>Q

QEB ILPP LC LKB MI>VBO ALBP KLQ AFOB@QIV @LOOBPMLKA QL QEB D>JB LC

>KLQEBO MI>VBO� )K > KLK
WBOL
PRJ D>JB� FQ FP MLPPF?IB CLO >II QEB

MI>VBOP QL TFK LO CLO >II QEB MI>VBOP QL ILPB� 4EB @I>PPF@ FIIRPQO>QFLK

LC > KLK
WBOL
PRJ D>JB FP HKLTK >P QEB MOFPLKBOaP AFIBJJ>� 4EB

MOFPLKBOaP AFIBJJ> EVMLQEBPFWBP QE>Q QT L @OFJFK>IP �MOFPLKBO ! >KA

MOFPLKBO "	 >OB >OOBPQBA >KA @E>ODBA TFQE QEB P>JB @OFJB� !Q QEB

MLIF@B PQ>QFLK� QEBV >OB PBM>O>QBA� >KA B>@E FP DFSBK QEB CLIILTFKD

LMQFLK� FC VLR FKCLOJ LK QEB LQEBO MOFPLKBO� VLR TFII ?B PBQ COBB�

TEFIB QEB LQEBO MOFPLKBO TFII OB@BFSB > CFSB
VB>O PBKQBK@B� "LQE

MOFPLKBOP TLRIA FKPQFK@QFSBIV OB@LDKFWB QE>Q FC QEBV ?LQE OBJ>FKBA

PFIBKQ� QEB MLIF@B TLRIA E>SB FKPRCCF@FBKQ BSFABK@B QL @LKSF@Q ?LQE LC

QEB @OFJB� !Q TLOPQ� QEBV TLRIA ?B EBIA FK QEB G>FI CLO PBSBO>I JLK QEP�

)C� ELT BSBO� ?LQE MOFPLKBOP FKCLOJBA LK B>@E LQEBO� QEBV TLRIA

MOL?>?IV OB@BFSB > QT L
VB>O PBKQBK@B� !PPRJFKD QE>Q ?LQE MOFPLKBOP

TFPE QL PBOSB QEB JFKFJ>I >JLRKQ LC QFJB� QEBFO FKAFSFAR>I AB@FPFLKP

TFII ?B AF@Q>QBA ?V TE>Q QEBV ?BIFBSB TFII ?B QEB LQEBO MOFPLKBOaP

AB@FPFLK��4EBOB�>OB�CLRO�MLPPF?IB�LRQ@LJBP�QL�QEFP�P@BK>OFL�

�� 0OFPLKBO�!�FKCLOJP�LK�MOFPLKBO�"�TEFIB�MOFPLKBO�"�OBJ>FKP

PFIBKQ��4EFP�FP�>�TFK�CLO�MOFPLKBO�!�>KA�>�ILPP�CLO�MOFPLKBO�"�

4EFP�FP�>�TFK
ILPB�LRQ@LJB�

�� 0OFPLKBO�"�FKCLOJP�LK�MOFPLKBO�!�TEFIB�MOFPLKBO�!�OBJ>FKP

PFIBKQ��4EFP�FP�>�TFK�CLO�MOFPLKBO�"�>KA�>�ILPP�CLO�MOFPLKBO�!�

4EFP�FP�>�TFK
ILPB�LRQ@LJB�

�� "LQE�MOFPLKBO�!�>KA�MOFPLKBO�"�FKCLOJ�LK�B>@E�LQEBO��4EFP

PFQR>QFLK�BPPBKQF>IIV�OBMOBPBKQP�>�ILPP�CLO�?LQE�MOFPLKBO�!�>KA

MOFPLKBO�"��4EFP�FP�>�ILPB
ILPB�LRQ@LJB�

�� "LQE�MOFPLKBO�!�>KA�MOFPLKBO�"�QORPQ�B>@E�LQEBO�>KA�OBJ>FK

PFIBKQ��4EFP�OBPRIQP�FK�?LQE�MOFPLKBOP�ALFKD�>�JFKFJ>I�>JLRKQ�LC

QFJB��)K�BCCB@Q��QEFP�FP�>�TFK
TFK�CLO�?LQE�FKAFSFAR>IP�

#E>MQBO����
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4EB MLFKQ LC QEFP ?OFBC FKQOLAR@QFLK QL D>JB QEBLOV FP QL EFDEIFDEQ

QEB MLPPF?FIFQV LC @OB>QFKD >L>C
L>C H8:C6G>D� )K QEB MOFPLKBOaP

AFIBJJ>� QEB HBV QL >@EFBSFKD > TFK
TFK LRQ@LJB FP QE>Q ?LQE

M>OQFBP JRPQ E>SB @LJMIBQB QORPQ FK B>@E LQEBO� 4EFP @LK@BMQ LC

JRQR>I QORPQ MI>VP > @OFQF@>I OLIB FK PR@@BPPCRI PRMMIV @E>FK

J>K>DBJBKQ� &>O QLL LCQBK� ?LQE QEB PRMMIFBO >KA QEB @RPQLJBO

MBO@BFSB QEB OBI>QFLKPEFM >P > TFK
ILPB LRQ@LJB LKI V� #RPQLJBOP

T >KQ PRMMIFBOP QL MOLSFAB FQBJP >Q QEB ILT BPQ MLPPF?IB @LPQ� TFQE QEB

EFDEBPQ NR>IFQV� ABIFSBOBA BU>@QIV TEBK KBBABA� #RPQLJBOP LCQBK

RPB JRIQFMIB PRMMIFBOP >KA MI>V QEBJ LCC >D>FKPQ B>@E LQEBO QL

DR>O>KQBB QEB ILT BPQ MLPPF?IB MOF@B� 3RMMIFBOP T>KQ QL MOLSFAB

@RPQLJBOP TFQE FQBJP LC QEB EFDEBPQ MLPPF?IB MOF@B� TFQE >@@BMQ>?IB

NR>IFQV� >KA ABIFSBOBA TEBK FQ FP @LKSBKFBKQ CLO QEB PRMMIFBO� 4EBPB

>QQFQRABP MOLAR@B > bA>K@Bc ?BQT BBK QEB @RPQLJBO >KA QEB PRMMIFBO�

TEBOB ?LQE >OB QOVFKD QL TFK BSBK FC QE>Q JB>KP QE>Q QEB LQEBO

ILPBP� 4EBPB >QQFQRABP LCQBK PQBJ COLJ QEB C>@Q QE>Q QEBOB FP KL QORPQ

?BQT BBK�QEB�@RPQLJBO�>KA�QEB�PRMMIFBO�

7 � %AT >OAP $BJFKD� QEB C>JLRP J>K>DBJBKQ DROR TEL T>P JLPQ

@LJJLKI V >PPL@F>QBA TFQE QEB NR>IFQV JL SBJBKQ� E>A PBSBO>I

FKQBOBPQFKD FKPFDEQP FKQL >OB>P QE>Q TLRIA ?B >PPL@F>QBA TFQE PRMMIV

@E>FK J>K>DBJBKQ� !P LKB LC QEB CBT J>K>DBJBK Q QEBLOFPQP TELPB

FAB>P TBOB @LJMOBEBKPFSB BKLRDE QL ?B PVKQEBPFWBA FKQL >

@LEBOBKQ ?RPFKBPP MEFILPLMEV� $BJFKD PRJJ>OFWBA EFP >MMOL>@E QL

J>K>DBJBKQ FK CLROQBBK MLFKQP� /KB LC QEBPB MLFKQP FP >P CLIILTP�

b%KA QEB MO>@QF@B LC >T >OAFKD ?RPFKBPP LK QEB ?>PFP LC MOF@B�

)KPQB>A� JFKFJFWB QLQ>I @LPQ� -LSB QLT >OA > PFKDIB PRMMIFBO CLO >KV

LKB�FQBJ��TFQE�>�ILKD
QBOJ�OBI>QFLKPEFM�LC�ILV>IQV�>KA�QORPQ�c��

$BJFKD >ODRBA QE>Q QEB JLSB QLT >OA > PFKDIB PRMMIFBO CLO >

M>OQF@RI>O M>OQ @LRIA VFBIA PFDKFCF@>KQ >AS>KQ>DBP� 5PFKD > PFKDIB

��� +BK�"LVBO�>KA�2LEFQ�6BOJ>��/MBO>QFLKP�>KA�3RMMIV

#E>FK�->K>DBJBKQ�CLO�QEB���PQ�#BKQROV��->PLK��/ (�

3LRQE
7BPQBOK������ 	�����
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PRMMIFBO OBNRFOBP QE>Q > @RPQLJBO JRPQ PFDK > JRIQFVB>O >DOBBJBKQ

TFQE QEB PRMMIFBO� 4EFP BK>?IBP ?LQE QEB PRMMIFBO >KA QEB @RPQLJBO

QL ?BQQBO RKABOPQ>KA B>@E LQEBOaP KBBAP >KA @>M>?FIFQFBP� !P QEFP

HKLT IBADB DOLTP� QEB PRMMIFBO @>K ?BQQBO PBOSB QEB @RPQLJBO ?V

FJMOLSFKD NR>IFQV� ABPFDK� >KA PBOSF@B��� &OLJ QEBPB FJMOLSBJBKQP�

LKB @>K B>PFIV >KQF@FM>QB QE>Q QEBOB TFII ?B ILT BO @LPQP >KA EFDEBO

MOLCFQP� ! JRIQFVB>O @LKQO>@Q TFQE > PRMMIFBO DR>O>KQBBFKD M>OQF@RI>O

P>IBP FP FKS>IR>?IB QL J>KV PRMMIFBOP ?B@>RPB LC QEB ?BKBCFQ LC PR@E

> @LKQO>@Q TEBK QE>Q PRMMIFBO JRPQ AB>I TFQE FQP ?>KH� $BJFKD

@LRKQBOP QEB >ODRJBKQ CLO QEB KBBA CLO JRIQFMIB PRMMIFBOP� FK @>PB >

@>Q>PQOLMEB LO > AFP>PQBO PQOFHBP QE>Q PFKDIB PRMMIFBO� ?V PRDDBPQFKD

QE>Q > QFDEQ >KA QORPQFKD OBI>QFLKPEFM TFII IB>A QEB PRMMIFBO QL

ABSBILM PRCCF@FBKQ @LKQFKDBK@V MI>KP� $BJFKD >ODRBP QE>Q > PBKPB

LC GLFKQ OBPMLKPF?FIFQV @LJM>O>?IB QL > J>OOF>DB @LJBP COLJ PR@E

QORPQ�

" RFIAFKD PR@E QORPQ ?BQT BBK QT L LOD>KFW>QFLKP FP KLQ B>PV� )Q TFII

LCQBK OBNRFOB PFDKFCF@>KQ @E>KDBP FK LKB LO ?LQE M>OQFBP� 3R@E

@E>KDB FP ?BPQ FKAR@BA TEBK FQ FP @IB>O QL >II M>OQF@FM>KQP QE>Q QEBOB

FP QLM
IBSBI J>K>DBJBKQ PRMMLOQ CLO QEB KBT T >VP LC ALFKD

?RPFKBPP� 4LM J>K>DBJBKQ JRPQ >OQF@RI>QB QEB PE>OBA SFPFLK

?BQT BBK QEB QT L LOD>KFW>QFLKP� 4LM J>K>DBJBKQ JRPQ @IB>OIV

FABKQFCV QEB L?GB@QFSBP >KA JBQOF@P QL ?B RPBA ?V ?LQE QEB PRMMIFBO

>KA QEB @RPQLJBO� 0BLMIB KBBA QL @IB>OIV RKABOPQ>KA QEB GLFKQ

?BKBCFQP COLJ >ALMQFKD QEB KBT T >V LC ?RPFKBPP� )K >AAFQFLK� BSBK

TFQE BIB@QOLKF@ @LJJRKF@>QFLK� FQ FP EFDEIV >ASFP>?IB QE>Q JBJ?BOP

LC ?LQE LOD>KFW>QFLKP JBBQ LK > OBDRI>O ?>PFP >KA MBOE>MP QLRO B>@E

LQEBOaP�C>@FIFQFBP�

4EB KBT OBI>QFLKPEFMP QE>Q >OB OBNRFOBA CLO QEB PR@@BPP LC >KV

PRMMIV @E>FK J>K>DBJBKQ MOLDO>J >OB KLQ B>PV QL FJMIBJBKQ� ?RQ

��� 7 ��%AT >OAP�$BJFKD��4EB�.BT�%@LKLJF@P�CLO�)KARPQOV�

'L SBOKJBKQ��%AR@>QFLK���KA�BA���#>J?OFADB��-!��-)4

0OBPP������ 	��� ���
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QEBV >OB SFQ>I� %SBOV BCCLOQ JRPQ ?B J>AB QL >ALMQ QEFP TFK
TFK

MBOPMB@QFSB�

Managing Information in New Ways
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. BT BII )K@� 2R??BOJ>FA TBKQ COLJ QEB PQ>QRP LC QEB JLPQ >AJFOBA

@LOMLO>QFLK QL ?BFKD > ?>PHBQ @>PB ?B@>RPB FQ C>FIBA QL OB@LDKFWB FQP

BU@BPPFSB�ABMBKABK@B�LK�LKB�@RPQLJBO�

Key Takeaways

d 4EBOB�>OB�PFDKFCF@>KQ�?BKBCFQP�CLO�?RPFKBPPBP�QE>Q�>ALMQ�PRMMIV

@E>FK�J>K>DBJBKQ�PVPQBJP�

d 4EB�?BKBCFQP�PQBJ�COLJ�FJMOLSBA�@RPQLJBO�OBI>QFLKP��@LPQ

@RQQFKD��>KA�FK@OB>PBA�LMBO>QFLK>I�BCCF@FBK@FBP�

d 4EB�>ALMQFLK�LC�>�PRMMIV�@E>FK�J>K>DBJBKQ�MBOPMB@QFSB�@>K

MLPB�OFPHP�

d " RPFKBPPBP�JRPQ�@LKPFABO�QEB�OBI>QFSB�MLT BO�LC�?LQE�QEBFO

PRMMIFBOP�>KA�QEBFO�@RPQLJBOP�

#E>MQBO����
�3RMMIV�#E>FK�->K>DBJBKQX�� �





!MMBKAFU�!�
�3>JMIB�"RPFKBPP
0I>K X���





Appendix: A Sample Business
Plan

4EB CLIILTFKD ?RPFKBPP MI>K CLO &O>KHaP !II
!JBOF@>K ">O"B1RB T >P

?RFIQ RPFKD "RPFKBPP 0I>K 0OL PLCQT >OB� )Q FP CLO QEB MROMLPB LC

FIIRPQO>QFLK >KA ALBP KLQ OBMOBPBKQ QEB CRII @>M>?FIFQFBP LC QEB

PLCQT >OB�
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Executive Summary

&O>KHaP !II
!JBOF@>K ">O"B1RB E>P LMBO>QBA CLO AB@>ABP FK QEB

PLRQEBOK #LKKB@QF@RQ PELOB OBDFLK� 7FQE > QO>AFQFLK LC PRMBOI>QFSB

CLLA >Q C>FO MOF@BP PBOSBA FK > C>JFIV
COFBKAIV >QJLPMEBOB� QEB

LTKBOP KLT ?BIFBSB FQ FP QFJB QL LMBK > PB@LKA OBPQ>RO>KQ >KA

BUM>KA QEB MOLAR@QFLK >KA QEB AFPQOF?RQFLK LC &O>KHaP PFDK>QROB

?>O?B@RB P>R@BP� 4EFP PB@LKA OBPQ>RO>KQ TFII ?B FK $>OFBK�

#LKKB@QF@RQ� >KA TFII ?B KB>OIV QTF@B >P I>ODB� FK QBOJP LC PB>QFKD

@>M>@FQV� >P QEB @ROOBKQ &>FOCFBIA OBPQ>RO>KQ� 4EB @LJM>KV >IPL MI>KP

QL O>JM RM MOLAR@QFLK LC FQP P>R@BP >KA FK@OB>PB QEBFO P>IBP CLROCLIA

FK�QEB�KBUQ�QEOBB�VB>OP�

Objectives

4EB LTKBOP LC &O>KHaP !II
!JBOF@>K ">O"B1RB >KA LQEBO FKSBPQLOP

MI>K QL MRQ �������� L C QEBFO LTK JLKB V FKQL QEB PB@LKA OBPQ>RO>KQ

>KA BUM>KA QEB MOLAR@QFLK LC QEB PFDK>QROB P>R@BP� 4EBV PBBH QL

O>FPB >K >AAFQFLK ����� ��� CO LJ > ?>KH IL>K QE>Q TFII ?B OBM>FA FK QT L

VB>OP�

Mission

Vision Statement

4L�MOLAR@B�QEB�?BPQ�?>O?B@RB�CLLA�FK�.BT�%KDI>KA�
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Mission Statement

4EB JFPPFLK LC &O>KHaP !II
!JBOF@>K ">O"B1RB FP QL MOLSFAB QEB

PLRQEBOK #LKKB@QF@RQ PELOB OBDFLK TFQE QEB CFKBPQ ?>O?B@RB CLLA

FK CLRO J>GLO OBDFLK>I PQVIBP >Q >CCLOA>?IB MOF@BP FK > C>JFIV
COFBKAIV

PBQQFKD� !P TB DOLT � T B TFII KBSBO CLODBQ >KA OBJ>FK C>FQECRI QL QELPB

C>@QLOP�QE>Q�E>SB�J>AB�RP�>�PR@@BPP�

Keys to Success

&O>KHaP !II
!JBOF@>K ">O"B1RB E>P ?BBK FK ?RPFKBPP CLO KB>OIV CLOQV

VB>OP� )Q E>P TB>QEBOBA DLLA QFJBP >KA ?>A QFJBP QEOLRDE >II QVMBP

LC B@LKLJF@ @LKAFQFLKP� 7B E>SB PROSFSBA ?B@>RPB &O>KHaP E>P

OBJ>FKBA�@LJJF QQBA�QL�PBSBO>I�MOFK@FMIBP�

d 4EB�LKIV�L?GB@QFSB�LC�>�OBPQ>RO>KQ�FP�QL�PBOSB�QEB�CFKBPQ�CLLA�FQ

@>K�MOBM>OB��'LLA�CLLA_KLQ�JLOB�DFJJF@HP�LO

>ASBOQFPFKD_?OFKDP�FK�@RPQLJBOP�>KA��JLOB�FJMLOQ>KQIV� keeps

@RPQLJBOP�

d 0OBM>OFKD�QEB�CFKBPQ�CLLAP�JB>KP�>�@LJJF QJBKQ�QL�BU@BIIBK@B�

TEF@E�JB>KP�L?Q>FKFKD�QEB�?BPQ�FKDOBAFBKQP�>KA�>�ABAF@>QFLK

QL�@LLHFKD�?>O?B@RB�MOLMBOIV��TEF@E�JB>KP�@LLHFKD�@>OBCRIIV

>KAslowly �

d )K�>AAFQFLK�QL�MOLSFAFKD�QEB�CFKBPQ�CLLA��T B�OBJ>FK�@LJJF QQBA

QL�MOLSFAFKD�BU@BIIBKQ�PBOSF@B��4L�RP��QEFP�JB>KP�COFBKAIV�>KA

HKLT IBADB>?IB�PQ>CC�JBJ?BOP�TEL�J>HB�QEB�@RPQLJBOP�CBBI

IFHB�QEBV�>OB�AFKFKD�TFQE�C>JFIV�

d 7 B�MOLSFAB�QEB�OFDEQ�>QJLPMEBOB��/RO�DL>I�FP�QL�E>SB�>�PBQQFKD

QE>Q�P>VP�b?>O?B@RB�c�7 B�AL�KLQ�MOLSFAB�>�C>K@V�PBQQFKD��LRO

?>PF@�PBQQFKD�@LJMIBJBK QP�QEB�CLLA�T B�PBOSB�
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Company Summary

&O>KHaP !II
!JBOF@>K ">O"B1RB E>P ?BBK > EFDEIV PR@@BPPCRI

OBPQ>RO>KQ FK &>FOCFBIA� #LKKB@QF@RQ� CLO KB>OIV CLOQV VB>OP� )Q T>P

PQ>OQBA >KA FP PQFII J>K>DBA ?V &O>KH 2>FKPCLOA� )QP CLLA >KA P>R@BP

E>SB TLK >T >OAP >Q ?LQE OBDFLK>I >KA K>QFLK>I ?>O?B@RB @LLH
L CCP�

)K >AAFQFLK� &O>KHaP E>P ?BBK SLQBA QEB ?BPQ ?>O?B@RB BPQ>?IFPEJBKQ

FK #LKKB@QF@RQ KRJBOLRP QFJBP ?V J>KV IL@>I KBTPM>MBOP >KA

J>D>WFKBP�

4EB J>K>DBJBKQ QB>J L C &O>KHaP !II
!JBOF@>K ">O"B1RB E>P

AB@FABA QE>Qnow FP QEB QFJB QL BUM>KA QL >K >AAFQFLK>I IL@>QFLK�

!CQBO @>OBCRI >K>IVPFP� > PB@LKA &O>KHaP !II
!JBOF@>K ">O"B1RB @>K

>KA PELRIA ?B LMBKBA FK $>OFBK� #LKKB@QF@RQ� 4EFP OBPQ>RO>KQ TFII

?B I>ODBO >KA DB>OBA QL ?BQQBO Q>M FKQL QEB DOLTFKD MOBJ>AB� Q>HB


ELJB�AFKKBO�J>OHBQ�

)K QEB I>PQ CBT VB>OP� &O>KHaP E>P ?BBK PBIIFKD FQP CLRO PFDK>QROB

?>O?B@RB P>R@BP_4BU>K� - BJMEFP� +>KP>P #FQV� >KA #>OLIFK>_FK

IL@>I PRMBOJ>OHBQP� !IQELRDE QEFP OBMOBPBKQP > PJ>II MLOQFLK LC

LSBO>II OBSBKRBP� P>IBP E>SB ?BBK DOLTFKD >Q > OBJ>OH>?IB M>@B� 4EFP

J>OHBQ JRPQ ?B BUMILFQBA� 0OBIFJFK>OV J>OHBQ OBPB>O@E FKAF@>QBP

QE>Q QEFP PBDJBKQ LC QEB ?RPFKBPP TFII DOLT >Q �� MBO@BKQ MBO VB>O

CLO�QEB�KBUQ�CFSB�VB>OP�

Company Ownership

0OBPBKQIV� &O>KHaP !II
!JBOF@>K ">O"B1RB FP > IFJFQBA IF>?FIFQV

M>OQKBOPEFM TFQE &O>KH 2>FKPCLOA >KA EFP TFCB "BQQV >P LTKBOP� %>@E

E>P�>����MBO@BKQ�PE>OB�FK�QEB�?RPFKBPP�

4EB MI>KP CLO BUM>KPFLK TFII ?OFKD FK @>MFQ>I COLJ QEOBB LQEBO

FKSBPQLOP� 2L?BOQ 2>FKPCLOA� 3RP>K 2>FKPCLOA 2LDBOP� >KA !IF@B

*>@L?P� 2L?BOQ 2>FKPCLOA >KA 3RP>K 2>FKPCLOA 2LDBOP >OB QEB PLK

>KA A>RDEQBO LC &O>KH >KA "BQQV� "LQE E>SB BUQBKPFSB TLOH

��� X



BUMBOFBK@B >Q &O>KHaP� !IF@B *>@L?P E>P ?BBK QEB OBPQ>RO>KQaP

>@@LRKQ>KQ�CLO�LSBO�QT BKQV�VB>OP�

4L >PPFPQ QEB CFK>K@FKD LC QEB BUM>KPFLK� 2L?BOQ 2>FKPCLOA >KA

3RP>K 2>FKPCLOA 2LDBOP TFII B>@E FKSBPQ ��� ���� � TEFIB !IF@B *>@L?P

TFII�FKSBPQ���� ���� �

4EB KBT IFJFQBA IF>?FIFQV M>OQKBOPEFM TFII OBPRIQ FK QEB FKSBPQLOP

ELIAFKD�QEB�CLIILTFKD�BNRFQV�MBO@BKQ>DBP�

&O>KH�2>FKPCLOA �� ����

"BQQV�2>FKPCLOA �� ����

2L?BOQ�2>FKPCLOA �����

3RP>K�2>FKPCLOA�2LDBOP�����

!IF@B�*>@L?P � ����

Company History

&O>KHaP !II
!JBOF@>K ">O"B1RB T >P CLRKABA FK ���� ? V &O>KH

2>FKPCLOA� !IQELRDE > K>QFSB . BT %KDI>KABO� &O>KH IB>OKBA >?LRQ

@LLHFKD ?>O?B@RB TEFIB PBOSFKD FK QEB 53 !FO &LO@B� $ROFKD EFP

QT BISB VB>OP LC PBOSF@B� EB QO>SBIBA >@OLPP QEB @LRKQOV >KA IB>OKBA

>?LRQ QEB CLRO J>GLO PQVIBP LC !JBOF@>K ?>O?B@RB_4BU>P� -BJMEFP�

+>KP>P #FQV� >KA #>OLIFK>� (FP MI>K T>P QL FKQOLAR@B MBLMIB FK

PLRQEBOK #LKKB@QF@RQ QLreal ?>O?B@RB QE>Q BKQ>FIBA EFDE
NR>IFQV

JB >QP MOLMBOIV @LLHBA >KA PJLHBA LSBO >K >MMOLMOF>QB IBKDQE LC

QFJB�

)K QEB ?BDFKKFKD� &O>KHaP !II
!JBOF@>K ">O"B1RB T >P > PJ>II

C>@FIFQV� FQ @LRIA PB>Q >?LRQ QEFOQV MBLMIB� )Q T>P IL@>QBA KB>O QEB

&>FOCFBIA O>FIOL>A PQ>QFLK >KA T>P QEB CFOPQ CRII
PBOSF@B ?>O?B@RB

OBPQ>RO>KQ FK &>FOCFBIA� &O>KHaP MI>@BA >K BJME>PFP LK CB>QROFKD QEB

CLLA� FQ E>A > EFDEIV PFJMIFCFBA AB@LO TEBOB QEB Q>?IBP TBOB @LSBOBA

TFQE ?RQ@EBO M>MBO� KLQ IFKBK Q>?IB@ILQEP� 4EB OBPQ>RO>KQ T>P >K

FJJB AF>QB EFQ� OB@BFSBA @LKPFABO>?IB IL@>I MOBPP� >KA TLK PBSBO>I

X���



CLLA >T >OAP� 4EFP PR@@BPP BK>?IBA &O>KHaP QL JLSB QL > I>ODBO C>@FIFQV

FK &>FOCFBIA LK QEB QLTKaP J>FK QELOLRDEC>OB_"LPQLK 0LPQ 2L>A� 4EB

KBT IL@>QFLK T>P > JFAPFWB OBPQ>RO>KQ LC >?LRQ BFDEQV PB>QP� &O>KH

E>P ?RFIQ QEFP IL@>QFLK FKQL > OBI>QFSBIV PR@@BPPCRI >KA IL@>IIV TBII


HKLTK BKQBOMOFPB� )Q E>P ?BBK >Q QEB MOBPBKQ IL@>QFLK PFK@B QEB B>OIV

����P� ) Q PE>OBP > M>OHFKD ILQ TFQE PBSBO>I LQEBO PQLOBP FK QEB PJ>II

J>II�FK�TEF@E�FQ�FP�IL@>QBA�

&O>KHaP E>P TLK J>K V >T >OAP >Q OBDFLK>I >KA K>QFLK>I ?>O?B@RB

@LLH
L CCP �CLO ?LQE QEB CLLA >KA QEB P>R@BP	� TEF@E FP RKRPR>I CLO >

?>O?B@RB ?RPFKBPP FK .BT %KDI>KA� 4EB OBPQ>RO>KQ E>P ?BBK TOFQQBK

RM� OBMB>QBAIV� FK QEB IL@>I >KA . BT 9 LOH M>MBOP CLO QEB NR>IFQV LC

FQP CLLA >KA FQP CLRO PFDK>QROB ?>O?B@RB P>R@BP� )K QEB I>PQ CBT VB>OP�

&O>KHaP E>P PLIA PJ>II ILQP LC QEBPB P>R@BP FK IL@>I PRMBOJ>OHBQP�

4EBV E>SB ?BBK AFPQOF?RQBA ?B@>RPB LC &O>KHaP MBOPLK>I @LKKB@QFLKP

TFQE QEB PQLOB J>K>DBOP� &O>KH 2>FKPCLOA E>P ?BBK >MMOL>@EBA ?V

> J>GLO OBDFLK>I PRMBOJ>OHBQ QL PBII EFP P>R@BP� 4EB PRMBOJ>OHBQ

FP TFIIFKD QL CFKA > C>@FIFQV QE>Q @LRIA MOLAR@B &O>KHaP P>R@BP FK

PFDKFCF@>KQIV I>ODBO SLIRJBP� TEF@E TLRIA OBMOBPBKQ > PR?PQ>KQF>I

FK@OB>PB FK QEB P>IBP LC P>R@BP� b0>PQ 0BOCLOJ>K@B LC &O>KHaP !II


!JBOF@>K ">O"B1RBc MOLSFABP > PRJJ>OV LC HBV CFK>K@F>I CFDROBP

CLO QEB I>PQ QEOBB VB>OP_���� QL ���� � b0>PQ 0BOCLOJ>K@B #E>OQc

FIIRPQO>QBP�QEBPB�HBV�KRJ?BOP�CLO�QE>Q�MBOFLA�LC�QFJB�

* 6HI�* :G;DGB6C8:�D;� G6C@SH��AA
� B:G>86C��6G�:+J:
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'O LPP�J>ODFK �������� ���� ���� ��������

'O LPP�J>ODFK�� ��� ��� ��� ��� ��� ���

/MBO>QFKD�BUMBKPBP ����� ��� ���� ���� ���� ����

)KSBKQLOV�QROKLSBO ����� ����� �����

�6A6C8:�- =::I �

� �

� �
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�JGG:C I�� HH:IH

#>PE ��� �� ��� �������� ��� �� ���

)KSBKQLOV ������ �� ����� ��� ����� � ��

/QEBO�@ROOBKQ�>PPBQP ������ �� �� �� �� � � ������ ��

4LQ>I�@ROOBKQ�>PPBQP �������� �������� ����� ���

&DC<
. :GB�� HH:IH

,LKD
QBOJ�>PPBQP �������� �������� ��� �� � ��

!@@RJRI>QBA�ABMOB@F>QFLK ���� ���� ����� ��� ����� ���

4LQ>I�ILKD
QBOJ�>PPBQP ��� �� �� � ����� ��� ���� ����

4LQ>I�>PPBQP ��� ������� ���� �� �� ��� ���� ���

�JGG:C I�&>67>A>I>:H

!@@LRKQP�M>V>?IB �������� �������� ��������

#ROOBKQ�?LOOLTFKD ���� ���� ���� ���� ����� ���

/QEBO�@ROOBKQ�IF>?FIFQFBP��FKQBOBPQ
COBB	 ������� ����� �� �� �����

4LQ>I�@ROOBKQ�IF>?FIFQFBP ��� � ���� �������� ����� ���

,LKD
QBOJ�IF>?FIFQFBP ���� ���� ���� ���� ����� ���

4LQ>I�IF>?FIFQFBP ���� ���� �������� ���� ����

0>FA
FK�@>MFQ>I ���� ��� ���� ��� ���� ���

2BQ>FKBA�B>OKFKDP �������� �� ���� �� ���� ����

%>OKFKDP ����� ��� ������� ��������

4LQ>I�@>MFQ>I �������� �������� ��� ��� ��

4LQ>I�@>MFQ>I�>KA�IF>?FIFQFBP ��� ������� ���� �� �� ��� ���� ���

)I=:G�# CEJIH
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* 6NB:C I�� 6NH �� �� ��

* 6HI�* :G;DGB6C8:��=6GI

Company Locations and Facilities

&O>KHaP !II
!JBOF@>K ">O"B1RB E>P ?BBK FK &>FOCFBIA� #LKKB@QF@RQ�

CLO AB@>ABP� )Q E>P > OBMRQ>QFLK QEOLRDELRQ QEB PLRQEBOK

#LKKB@QF@RQ PELOB OBDFLK CLO BU@BIIBKQ CLLA >KA E>P OB@BFSBA

KRJBOLRP >T >OAP� 4EB J>K>DBJBKQ QB>J ABQBOJFKBA QE>Q > PB@LKA

IL@>QFLK @LRIA Q>M FKQL QEFP IL@>I K>JB OB@LDKFQFLK� 3BSBO>I QLTKP FK

QEB OBDFLK TBOB BS>IR>QBA CLO QLQ>I MLMRI>QFLK� MLMRI>QFLK ABKPFQV�

C>JFIV FK@LJB� >KA ELJB S >IRB� 4EBPB C>@QLOP TBOB @LKPFABOBA

?B@>RPB LC QEBFO FJM>@Q LK DBKBO>QFKD QO>CCF@ >KA @LKPRJBOP ?BFKD

>?IB QL M>V CLO JB>IP QE>Q >OB MOF@BA PIFDEQIV EFDEBO QE>K QVMF@>I C>PQ


CLLA LRQIBQP� )K >AAFQFLK� QEB >SBO>DB C>JFIV PFWB >KA QEB MBO@BKQ>DB

LC C>JFIV ELRPBELIAP TBOB @LKPFABOBA ?B@>RPB &O>KHaP FP > C>JFIV

OBPQ>RO>KQ� ,>PQIV� A>Q> TBOB D>QEBOBA LK QEB >SBO>DB QO>SBI QFJB QL

>KA COLJ T LOH CLO OBPFABKQP >KA QEB OB>I BPQ>QB Q>U O>QB� "B@>RPB QEB

KBT IL@>QFLK LC &O>KHaP TFII BJME>PFWB MOBM>OBA JB >IP� TB CBIQ QE>Q

FKAFSFAR>IP TFQE ILKDBO @LJJRQBP T LRIA ?B JLOB IFHBIV QL LOABO

JB >IP >KA MF@H QEBJ RM >Q &O>KHaP� ! PRJJ>O V LC QEBPB A>Q> FP

MOLSFABA FK b$BJLDO>MEF@ $>Q> CLO 3BIB@QBA #LKKB@QF@RQ

��� X



4LTKP_0>OQ �c >KA b$BJLDO>MEF@ $>Q> CLO 3BIB@QBA #LKKB@QF@RQ

4LTKP_0>OQ��c�

!CQBO QELOLRDE >K>IVPFP� FQ T>P @LK@IRABA QE>Q $>OFBK�

#LKKB@QF@RQ� TLRIA ?B QEB ?BPQ IL@>QFLK CLO QEB KBT ?O>K@E LC

&O>KHaP !II
!JBOF@>K ">O"B1RB� )Q E>P > EFDE
FK@LJB MLMRI>QFLK

>KA > EFDE MLMRI>QFLK ABKPFQV� >KA > I>ODB MBO@BKQ>DB LC FQP

FKE>?FQ>KQP >OB JBJ?BOP LC C>JFIV ELRPBELIAP� 4EBV E>SB ILKDBO

@LJJRQFKD QFJBP� TEF@E FK@OB>PB QEB MLQBKQF>I KBBA CLO MOBM>OBA

JB >IP�

�:BD<G 6E=>8�� 6I6�; DG�-:A:8I:9��DCC:8I>8J I�. DLCHR* 6GI��

#I:B  6>G;>:A9 1 :HIEDGI �6HIDC � 6G>:C ( DGL 6A@

0LMRI>QFLK �� ���� ������ � ���� �� �� �� ����� �

0LMRI>QFLK
ABKPFQV ����� ����� ��� ����� �� � ��

)K@LJB �������� �������� ����� ��� ���� ��� � ��� ����

( LRPB�S>IRB ��� � ���� ������ ���� ����� ��� ������ ��� � ��������

0BO@BKQ>DB�LC
C>JFIV
ELRPBELIAP

��� �� � �� �� ����� ��� �� �����

4O>SBI�QFJB
�JFKRQBP	 ���� �� �� ���� ���� ����

2B>I�BPQ>QB�Q>U
O>QB ���� � ��� ���� � ��� ����

&>JFIV�PFWB �� � � �� �� �� � �� � ����

�:BD<G 6E=>8�� 6I6�; DG�-:A:8I:9��DCC:8I>8J I�. DLCHR* 6GI��
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#I:B - I6B; DG9 1 :HIDC 1 >AIDC . GJB7JAA - I6I:�D ;
�DCC:8I>8J I

0LMRI>QFLK ���� � �� �� ���� �� ���� ������ ���� �� �� �

0LMRI>QFLK
ABKPFQV ����� ��� ��� ��� ��� �PN��JFIB

)K@LJB ������� ���� ���� �������� ����� ��� �������

( LRPB�S>IRB �������� ������� ��� ��� ������� ����� �� � ����� ���

0BO@BKQ>DB
LC�C>JFIV
ELRPBELIAP

����� ����� ����� ����� � � ���

4O>SBI�QFJB
�JFKRQBP	 � �� � ��� � �� �� �� ��

2B>I�BPQ>QB
Q>U�O>QB � ��� ���� ���� ���� ����

&>JFIV�PFWB ���� �� � ���� ����

! PMB@FCF@ IL@>QFLK E>P ?BBK FABKQFCFBA FK $>OFBK CLO QEB PB@LKA

&O>KHaP !II
!JBOF@>K ">O"B1RB� )Q FP FK > PJ>II J>II >KA FP I>ODB

BKLRDE QL E>SB > PB>QFKD @>M>@FQV LC ���^ ��� MIRP Q>HBLRQ C>@FIFQFBP�

4EB J>II E>P JLOB QE>K >ABNR>QB M>OHFKD CLO CRQROB @RPQLJBOP� 4EB

J>II FP IL@>QBA QEOBB ?IL@HP COLJ QEB - BQOL
. LOQE $>OFBK O>FIOL>A

PQ>QFLK >KA FP CLRO ?IL@HP COLJ QEB )
�� B UFQ� )Q FP QEBOBCLOB TBII


MLPFQFLKBA QL >QQO>@Q QO>CCF@ COLJ ?LQE @>O >KA O>FI @LJJRQBOP� 4EB

IB>PB CBB CLO > QEOBB
VB>O @LKQO>@Q FP SBOV OB>PLK>?IB CLO > MOLMBOQV

LC�QEFP�PFWB�

Products and Services

&O>KHaP !II
!JBOF@>K ">O"B1RB PMB@F>IFWBP FK QEB CFKBPQ ?>O?B@RB

PBOSBA FK > C>JFIV
COFBKAIV CLOJ>Q� )Q RPBP QEB CFKBPQ @RQP LC JB>QP

QE>Q >OB COBB LC >KV DOLTQE ELOJLKBP� )Q FP HKLTK CLO > S>OFBQV

LC PILT 
PJLH BA >KA PILT 
@LLHBA JB >QP� PR@E >P OF?P� ?BBC� MRIIBA

MLOH� >KA @EF@HBK� 4EBPB >OB PBOSBA TFQE &O>KHaP C>JLRP >KA >T >OA


TFKKFKD P>R@B S>OFBQFBP� TEF@E OBMOBPBKQ QEB CLRO J>GLO PQVIBP LC

��� X



?>O?B@RB @LLHFKD� &O>KHaP FP >IPL KLQBA CLO FQP PFAB AFPEBP >KA

ABPPBOQP�

/RO DL>I FP QL BUM>KA LMBO>QFLKP QL > PB@LKA IL@>QFLK FK $>OFBK�

#LKKB@QF@RQ� 4EFP LRQIBQ TFII ?B PFDKFCF@>KQIV I>ODBO >KA TFII E>SB >

PB@QFLK�ABSLQBA�QL�Q>HBLRQ�JB>IP�

Competitive Comparison

4EBOB >OB >MMOLUFJ>QBIV CLOQV PMB@F>IQV ?>O?B@RB OBPQ>RO>KQP FK

#LKKB@QF@RQ� 4EBV >OB PMOB>A QEOLRDELRQ QEB PQ>QB� ?RQ LKIV CLRO

�FK@IRAFKD &O>KHaP !II
!JBOF@>K ">O"B1RB	 >OB FK QEB PLRQEBOK PELOB

OBDFLK� 4EB QEOBB @LJMBQFQLOP >OB PJ>IIBO LMBO>QFLKP� .LKB LC QEB

?>O?B@RB OBPQ>RO>KQP FK #LKKB@QF@RQ E>SB QEB EFPQLOV� OBMRQ>QFLK�

>@@I>FJ� LO >T >OAP QE>Q J>Q@E &O>KHaP !II
!JBOF@>K ">O"B1RB� )Q FP

KLQ >K BU>DDBO>QFLK QL P>V QE>Q &O>KHaP FP QEB MOBBJFKBKQ ?>O?B@RB

OBPQ>RO>KQ FK #LKKB@QF@RQ� )Q E>P > ILV>I CLIILTFKD QE>Q OB>@EBP >P C>O

>P�. BT�9 LOH�#FQV�

&O>KHaP FP QEB LKIV ?>O?B@RB OBPQ>RO>KQ FK #LKKB@QF@RQ TEBOB

PRMBOJ>OHBQP >OB SVFKD CLO QEB OFDEQ QL J>OHBQ &O>KHaP PFDK>QROB

?>O?B@RB P>R@BP� 4EFP PFABIFKB ?RPFKBPP MOLJFPBP QL ?B BUQOBJBIV

MOLCFQ>?IB >KA PRMMLOQ QEB LSBO>II J>OHBQFKD BCCLOQP CLO ?LQE

IL@>QFLKP�LC�&O>KHaP�!II
!JBOF@>K�">O"B1RB�

Fulfillment

&O>KHaP !II
!JBOF@>K ">O"B1RB E>P >IT >VP ?BBK @LJJF QQBA QL

MOLSFAFKD QEB >?PLIRQB ?BPQ FK ?>O?B@RB CLLA� 4EFP E>P JB>KQ

>PPROFKD QEB EFDEBPQ NR>IFQV FKDOBAFBKQP FK CLLA MOBM>O>QFLK� &O>KH

E>P BPQ>?IFPEBA > AB@>ABP
ILKD OBI>QFLKPEFM TFQE PRMMIFBOP FK QEB

. BT 9 LOH >KA #LKKB@QF@RQ >OB>P� ( B PBIB@QP KLQEFKD ?RQ QEB

@ELF@BPQ PBIB@QFLKP LC ?BBC� MLOH� >KA @EF@HBK� ( B E>P >IT >VP J>AB

X���



PROB QE>Q EFP JB>QP @LJB COLJ PRMMIFBOP TEL >OB @LJJF QQBA QL

NR>IFQV FKDOBAFBKQP >KA TEL KBSBO RPB DOLTQE ELOJLKBP� 4EFP ILKD


QBOJ OBI>QFLKPEFM TFQE > S>OFBQV LC HBV PRMMIFBOP BK>?IBP &O>KH QL

PB@ROB QEB ?BPQ @RQP >Q OB>PLK>?IB MOF@BP� &O>KH FP BNR>IIV @>OBCRI

FK RPFKD QEB CFKBPQ PMF@BP CLO EFP ?>O?B@RB P>R@BP� 4EB P>JB FP QORB

CLO >II QEB PFAB AFPEBP QE>Q &O>KHaP !II
!JBOF@>K ">O"B1RB L CCBOP FQP

@RPQLJBOP�

4EFP @LJJF QJBKQ QL NR>IFQV FP KLQ IFJFQBA QL QEB PBIB@QFLK LC

JB >QP >KA FKDOBAFBKQP� &O>KH >KA EFP PQ>CC OB@LDKFWB QE>Q QLM


NR>IFQV ?>O?B@RB CLLA OBNRFOBP > HKLT IBADB>?IB >KA ABBM

@LJJF QJBKQ QL @LLHFKD QEB CLLA MOLMBOIV� !II JB >QP JRPQ ?B

@LLHBA >KA PJLHBA PILT IV� 4EFP OBNRFOBP QFJB� BCCLOQ� BUMBKPB� >KA

@LJJF QJBKQ� ?RQ QEB OBPRIQP >OB PMB@Q>@RI>O� 3LJB @RQP LC JB>Q

>Q &O>KHaP J>V OBNRFOB >P J>KV >P BIBSBK ELROP LC MOBM>O>QFLK >KA

@LLHFKD� %U@BIIBK@B FP KLQ >@EFBSBA TFQELRQ > @LJJF QJBKQ QL BCCLOQ�

4EFP BCCLOQ E>P ?BBK OB@LDKFWBA TFQE KRJBOLRP >T >OAP >Q K>QFLK>I

?>O?B@RB @LLH
L CCP� &O>KH E>P @IB>OIV OB@LDKFWBA QE>Q QEB JB>I FP

@IB>OIV > CRK@QFLK LC QEB NR>IFQV LC QEB JB>Q� NR>IFQV FKDOBAFBKQP� >KA

@>OBCRI�MOBM>O>QFLK�

Future Products and Services

&O>KHaP !II
!JBOF@>K ">O"B1RB FP OB>AV QL >@@BMQ KBT @E>IIBKDBP�

/MBKFKD > PB@LKA OBPQ>RO>KQ TFII PFDKFCF@>KQIV FK@OB>PB P>IBP� ?RQ

QEB PB@LKA IL@>QFLK FP LKIV QEB ?BDFKKFKD LC KBT AFOB@QFLKP CLO

&O>KHaP� !IQELRDE &O>KH E>P ?BBK PBIIFKD EFP OBDFLK>I ?>O?B@RB

P>R@BP FK IL@>I LRQIBQP CLO VB>OP� EB FP KLT OB>AV QL PFDK > @LKQO>@Q

TFQE > J>GLO OBDFLK>I PRMBOJ>OHBQ @E>FK QL J>OHBQ >KA PBII QEBPB

P>R@BP QEOLRDELRQ .BT %KDI>KA� 0OBIFJFK>OV PQRAFBP FKAF@>QB QE>Q

&O>KH @>K >KQF@FM>QB > �� MBO@BKQ >KKR>I DOLTQE O>QB FK QEB P>IBP LC

P>R@BP�CLO�QEB�KBUQ�CFSB�VB>OP�

7FQE QEB DOLTQE LC QT L
FK@LJB C>JFIFBP� IBPP >KA IBPP QFJB FP

>S>FI>?IB QL MOBM>OB JB >IP >Q ELJB� 2B@LDKFWFKD QEFP PFJMIB C>@Q�

��� X



&O>KHaP !II
!JBOF@>K ">O"B1RB MI>KP QL LCCBO > S>OFBQV LC

MOBM>@H>DBA ?>O?B@RB JB>IP QE>Q @>K ?B MF@HBA RM >Q QEB OBPQ>RO>KQ

>KA OBEB>QBA >Q ELJB� !P M>OQ LC FQP KBT @LJJF QJBKQ QL > TB?


?>PBA MOBPBK@B� @RPQLJBOP TFII ?B >?IB QL LOABO QEBPB JB>IP ?V

OBDRI>O MELKB� TFQE PJ>OQMELKBP� LO QEOLRDE QEB )KQBOKBQ�

#RPQLJBOP TFII ?B >?IB QL PBIB@Q COLJ > IFPQ LC MOBM>@H>DBA AFKKBO

JB >IP LO >KV @LJ?FK>QFLK LC FQBJP� #RPQLJBOP @>K ABPFDK>QB QEB

QFJB QL MF@H RM QEB JB>IP� >KA QEB JB>IP TFII ?B OB>AV CLO QEBJ� 4EFP

PBOSF@B�MOLJFPBP�PFDKFCF@>KQ�OBSBKRB�DOLTQE�

Market Analysis Summary

3FK@B QEB ����P� QEB !JBOF@>K MR?IF@ E>P PMBKQ >Q IB>PQ � MBO@BKQ LC

FQP AFPMLP>?IB FK@LJB LK B>QFKD LRQ� %SBK TFQE >KKR>I CIR@QR>QFLKP�

QEFP FP > PQOLKD FKAF@>QLO LC QEB SF>?FIFQV LC QEFP FKARPQOV� 4EFP @>K ?B

?BPQ�FIIRPQO>QBA�?V�OBSFBTFKD�FKARPQOV�OBPRIQP�CLO�QEB�I>PQ�CBT�VB>OP�

"LQE ���� >KA ���� T BOB AFCCF@RIQ VB>OP CLO QEB OBPQ>RO>KQ

FKARPQOV� )K ����� P>IBP FK@OB>PBA ?V ��� MBO@BKQ� (LT BSBO� P>IBP CBII

?V KB>OIV � ��� MBO@BKQ FK ���� � This was the fir st year in the histor y

of the industr y that sales actually declined. 4EB OBPQ>RO>KQ FKARPQOVaP

P>IBP FK ���� T BOB ���� ?FIIFLK� AL TK COLJ L SBO ���� ?FIIFLK� 0OF@BP

OLPB ?V ��� MBO@BKQ FK ���� � 4EB FK@OB>PB FK P>IBP CLO ���� T >P ���

MBO@BKQ��>KA�MOF@B�FK@OB>PBP�PQ>?FIFWBA�>Q������MBO@BKQ�

)Q FP >KQF@FM>QBA QE>Q QEBOB TFII ?B PFDKFCF@>KQ MOF@B @LJMBQFQFLK

FK BSBOV PBDJBKQ LC QEB OBPQ>RO>KQ FKARPQOV� 3LJB >K>IVPQP >ODRBA

QE>Q QEB MLLO MBOCLOJ>K@BP CLO QEB OBPQ>RO>KQ FKARPQOV FK ?LQE

���� >KA ���� @ LRIA ?B >QQOF?RQBA QL AB@IFKBP FK ?LQE ?RPFKBPP

>KA MBOPLK>I QO>SBI� ( LQBI L@@RM>K@V O>QBP FK ���� T BOB ALTK ? V

KB>OIV �� MBO@BKQ� ! PQRAV @LKAR@QBA ?V QEB .>QFLK>I 2BPQ>RO>KQ

!PPL@F>QFLK >ODRBA QE>Q �� MBO@BKQ LC QEB P>IBP FK @>PR>I AFKFKD

OBPQ>RO>KQP JFDEQ ?B ARB QL QO>SBIBOP >KA SFPFQLOP� &O>KHaP !II


!JBOF@>K ">O"B1RB OBIFBP QL > C>O IBPPBO BUQBKQ LK QO>SBIBOP >P

@RPQLJBOP� ! OLRDE BPQFJ>QB ?>PBA LK @OBAFQ @>OA OB@BFMQP� CLO QEB

X���



MBOFLA ����^ ���� � FKAF@>QBA QE>Q QO>SBIBOP OBMOBPBKQBA IBPP QE>K �

MBO@BKQ LC &O>KHaP P>IBP� 4EB MOBPPROB LK QEB OBPQ>RO>KQ FKARPQOV E>P

?BBK CBIQ ?V J>KV @E>FK OBPQ>RO>KQP� TEF@E PFDKFCF@>KQIV @ROQ>FIBA

QEBFO�BUM>KPFLK�MI>KP�

%SBK QELRDE QEB OB@BPPFLK T>P FK CRII ?ILLJ FK ���� � J>K V CLLA

MOF@BP OLPB >KA OLPB PFDKFCF@>KQIV� "BBC MOF@BP OLPB ?BQT BBK �

MBO@BKQ >KA �� MBO@BKQ� TEFIB MLOH MOF@BP OLPB ?BQT BBK � MBO@BKQ

>KA �� MBO@BKQ� .RJBOLRP PQRAFBP E>SB FKAF@>QBA QE>Q QEB FK@OB>PB

FK�@LJJLAF QV�MOF@BP�TFII�KLQ�?B�>�QO>KPFQLOV�MEBKLJBKLK�

7FQE ���� ��� C LLA PBOSF@B IL@>QFLKP FK LMBO>QFLK FK QEB 5KFQBA

3Q>QBP��QEFP�QO>KPI>QBP�FKQL���OBPQ>RO>KQ�CLO�BSBOV�����!JBOF@ >KP�

4EB EB>IQE
@>OB OBCLOJ ?FII M>PPBA FK ���� PELRIA� FK QEB KB>O

CRQROB� MOLSFAB PLJB OBIFBC CLO OBPQ>RO>KQP ?V @OB>QFKD > PVPQBJ QE>Q

TFII >PPRJB DOB>QBO OBPMLKPF?FIFQV ?V FKAFSFAR>IP QL M>V CLO QEBFO LTK

EB>IQE
@>OB�@LSBO>DB�

2BPQ>RO>KQP JRPQ >IPL ?B JR@E JLOB @>RQFLRP FK QEB CRQROB >?LRQ

QEB MLPPF?FIFQV LC EFOFKD FIIBD>I >IFBKP� !P > TELIB� QEB .>QFLK>I

2BPQ>RO>KQ !PPL@F>QFLK PRMMLOQP FJJFDO>QFLK OBCLOJ� ( LT BSBO� FQ FP

@LK@BOKBA QE>Q >KV IBDFPI>QFLK PELRIA KLQ IFJFQ > OBPQ>RO>KQaP >?FIFQV

QL EFOB TLOHBOP� )Q FP >IPL @LK@BOKBA >?LRQ QEB @LPQ QL >PPROB TLOHBO

BIFDF?FIFQV�

4EB -FKQBI 'OLRM� > J>OHBQ OBPB>O@E CFOJ� CLRKA QE>Q @LKPRJBOP

TEL >OB FKQBOBPQBA FK NR>IFQV LMQ CLO FKABMBKABKQ OBPQ>RO>KQP LSBO

@E>FK LRQIBQP� !K FK@OB>PFKD @LKPRJBO CL@RP LK EB>IQE QO>KPI>QBP

FKQL >K BJME>PFP LK K>QRO>I FKDOBAFBKQP� )K QEB ?>O?B@RB FKARPQOV�

QEFP QO>KPI>QBP FKQL K>QRO>IIV O>FPBA JB >QP �F�B�� QEB >SLFA>K@B LC

>OQFCF@F>I DOLTQE ELOJLKBP FK @>QQIB	� TEF@E >OB > E>IIJ>OH LC &O>KHaP

!II
!JBOF@>K�">O"B1RB�

4EB . >QFLK>I 2BPQ>RO>KQ !PPL@F>QFLK BPQFJ>QBA QE>Q P>IBP FK CRII


PBOSF@B OBPQ>RO>KQP FK ���� T LRIA BU@BBA ���� ?FIIFLK_>K FK@OB>PB LC

����MBO@BKQ�COLJ������P>IBP�

3BSBO>I J>@OLB@LKLJF@ C>@QLOP J>HB LMBKFKD > OBPQ>RO>KQ FK

$ >OFBK�>QQO>@QFSB��FK@IRAFKD�QEB�CLIILTFKD�

d #C8G:6H:H�>C�I=:�<GDLI=�9DB:HI>8�EGD9J8I�� !� * �� 4EB�'$ 0�FP

��� X



BPQFJ>QBA�QL�DOLT��� ��MBO@BKQ�FK������>KA�����MBO@BKQ�FK������

4EB�BPQFJ>QBP�CLO�&>FOCFBIA�#LRKQV�>OB�PFDKFCF@>KQIV�EFDEBO�

d � >HEDH67A:�E:GHDC6A�>C8DB:�4EB�K>QFLK>I�IBSBI�LC�MBOPLK>I

FK@LJB�PELRIA�OFPB�KB>OIV���MBO@BKQ�FK�������>KA�QEBOB�FP�>K

BUMB@Q>QFLK�LC���MBO@BKQ�DOLTQE�FK�������4EBPB�KRJ?BOP

>MMB>O�QL�?B�JR@E�PQOLKDBO�FK�QEB�&>FOCFBIA�#LRKQV�>OB>�

!IQELRDE ���� T >P KLQ > ?>KKBO VB>O CLO QEB OBPQ>RO>KQ FKARPQOV_FQ

T >P LKB TEBOB JLOB OBPQ>RO>KQP @ILPBA QE>K LMBKBA B>@E

JLK QE_QEBOB T>P LKB ?OFDEQ PMLQ� #E>FK ?>O?B@RB OBPQ>RO>KQP DOBT

?BQT BBK � MBO@BKQ >KA � MBO@BKQ_>K >RPMF@FLRP PFDK BSBK CLO

FKABMBKABKQ�LMBO>QLOP�

4EB ELJB JB >I OBMI>@BJBKQ J>OHBQ >KA QEB BUFPQFKD FKSBPQJBKQ

FK OBPQ>RO>KQ BNRFMJBKQ MOLSFAB > KF@B DOLTQE LMMLOQRKFQV CLO

OBPQ>RO>KQP� )Q FP ?BBK BPQFJ>QBA QE>Q Q>HBLRQ P>IBP FK IFJFQBA


PBOSF@B @E>FK OBPQ>RO>KQP JFDEQ ?B >P I>ODB >P �� MBO@BKQ LC QLQ>I

P>IBP� 4EB P>JB PQRAV CLRKA QE>Q Q>HBLRQ CLLA E>P ?BBK DOLTFKD

QTF@B >P C>PQ >P QEB LSBO>II OBPQ>RO>KQ FKARPQOV� . >QRO>I @LJMBQFQLOP

FK QEFP J>OHBQ >OB PRMBOJ>OHBQP QE>Q LCCBO MOBM>@H>DBA JB >IP�

( LT BSBO� T B CBBI QE>Q CBT _FC >KV_PRMBOJ>OHBQP MOLSFAB QEB NR>IFQV

?>O?B@RB�CLLA�QE>Q�@>K�?B�CLRKA�>Q�&O>KHaP�

Market Segmentation

&O>KHaP !II
!JBOF@>K ">O"B1RB SFBTP FQP J>GLO J>OHBQ PBDJBKQ >P

PR?RO?>KFQBP FK QEB PLRQE PELOB OBDFLK LC #LKKB@QF@RQ� /KB T>V

LC CROQEBO PBDJBKQFKD QEB J>OHBQ FP ?V QEB QVMB LC JB>I ?BFKD

MOLSFABA� b->OHBQ !K>IVPFP �c MOLSFABP BPQFJ>QBA DOLTQE O>QBP CLO

B>@E QVMB LC JB>I �MIRP P>R@B P>IBP	 >KA MOLGB@QBA KRJ?BO LC JB>IP

�>KA G>OP LC P>R@B	 CLO QEB MBOFLA ���� QL ����� b->OHBQ !K>IVPFP �c

FIIRPQO>QBP�QEB�OBI>QFSB�@LKQOF?RQFLKP�

' 6G@:I�� C6ANH>H��

X���



* DI:C I>6A
�JHIDB:G H ! GDLI= �
�� �
�� �
�� �
�� �
��

,RK@E �� �� ���� ������ �� ���� ������ ��� ���

$FKKBO �� �� ���� ��� ��� ������ ������ ��� ���

4>HBLRQ ��� �� ���� ��� ��� ������ �� ���� �� ����

3>R@BP ��� ��� ��� ������ ������ ������ �� ��� �

4LQ>I � �� �� �� ���� ��� � �� ��� ��� �� ����� ���� ���

' 6G@:I�� C6ANH>H��

Market Needs

7 B ?BIFBSB QE>Q QEB J>OHBQ @BKQBOP LK BU@BIIBKQ ?>O?B@RB CLLA

PBOSBA >Q OB>PLK>?IB MOF@BP >KA PBOSBA FK > C>JFIV
COFBKAIV J>KKBO�

��� X



7 B CROQEBO ?BIFBSB QE>Q > DOLTFKD PBDJBKQ LC QEB J>OHBQ TFII T>KQ

MOBM>OBA JB >IP QE>Q @>K ?B @LKSBKFBKQIV MF@HBA RM >KA PBOSBA >Q

ELJB� b->O HBQ !K>IVPFPc MOLSFABP > MOLGB@QBA ?OB>HALTK L C QEB

MLQBKQF>I @RPQLJBOP CLO QEB KBUQ CFSB VB>OP� 4EFP ?OB>HALTK FP

MOBAF@>QBA LK QEB QVMB LC JB>IP PBOSBA >KA FK@IRABP QEB P>IB LC

P>R@BP� 7B MOLSFAB BPQFJ>QBA DOLTQE O>QBP >KA CLOB@>PQBA P>IB LC

JB >IP �>KA ?LQQIBP LC P>R@BP	 CLO QEB MBOFLA ���� QL ����� b->OHBQ

!K>I VPFPc PELTP QEB ?OB>HALTK L C QEB KRJ?BO LC JB>IP ?V QVMB FK

�����

Web Plan Summary

0OBPBKQIV� &O>KHaP !II
!JBOF@>K ">O"B1RB E>P > SBOV PFJMIB TB?PFQB�

4EB TB?PFQB MOLSFABP JFKFJ>I FKCLOJ>QFLK_IFPQFKD PLJB LC QEB

JBKR FQBJP >KA QEB OBPQ>RO>KQaP QBIBMELKB KRJ?BO� )Q T>P @OB>QBA

BFDEQ�VB>OP�>DL�?V�>�@LIIBDB�PQRABKQ�TEL�T>P�TLOHFKD�>Q�&O>KHaP�

2L?BOQ 2>FKPCLOAaP MOLCBPPFLK>I BUMBOQFPB FP FK QEB >OB> LC TB?PFQB

ABSBILMJBKQ� !CQBO DO>AR>QFKD COLJ @LIIBDB� 2L?BOQ T>P EFOBA ?V >

CFOJ QE>Q PMB@F>IFWBA FK ABSBILMFKD TB? >KA PL@F>I JBAF> MOBPBK@BP

CLO LQEBO @LJM>KFBP� (B TLOHBA CLO QE>Q CFOJ FK .BT 9 LOH #FQV

CLO PBSBK VB>OP� 2L?BOQ OLPB O>MFAIV QEOLRDE QEB @LJM>KVaP O>KHP�

BSBKQR>IIV ?B@LJFKD LKB LC FQP SF@B MOBPFABKQP� (FP BUMBOQFPB FK

QEFP >OB> TFII BK>?IB &O>KHaP !II
!JBOF@>K ">O"B1RB QL PFDKFCF@>KQIV

BKE>K@B FQP TB? MOBPBK@B� 2>QEBO QE>K GRPQ E>SFKD > TB?PFQB QE>Q

FABKQFCFBP QEB OBPQ>RO>KQaP IL@>QFLK >KA QBIBMELKB KRJ?BO� >ILKD

TFQE > ?OFBC PRJJ>OV LC FQP JBKR� QEB KBT T B?PFQB TFII ?B C>O

OF@EBO FK @LKQBKQ >KA @>M>?FIFQV� )Q TFII MOLSFAB > @LJMIBQB JBKR

IFPQFKD� FABKQFCVFKD >II FQBJP TFQE @LOOBPMLKAFKD FJ>DBP� 4EB KBT

T B?PFQB TFII BK>?IB @RPQLJBOP QL MI>@B LOABOP QEOLRDE QEB )KQBOKBQ

CLO IRK@E� AFKKBO� LO Q>HBLRQ FQBJP� 4EB PB@QFLK ABSLQBA QL Q>HBLRQ

FQBJP TFII BK>?IB > @RPQLJBO QL MRO@E>PB MOBM>OBA JB >IP LO @ELLPB

COLJ >II FQBJP LK QEB JBKR QL ABSBILM > MOBM>@H>DBA JB >I�
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#RPQLJBOP TFII ?B >?IB QL FABKQFCV QEB QFJB QE>Q QEBV TFII >OOFSB CLO

QEB�MF@HRM�

4EB TB?PFQB TFII E>SB IFKHP QL QEB &>@B?LLH >KA 4TFQQBO >@@LRKQP

LC &O>KHaP !II
!JBOF@>K ">O"B1RB� 4EBPB @LKKB@QFLKP TFII BKE>K@B

FQP PL@F>I JBAF> MOBPBK@B� #RPQLJBOP TFII ?B >PHBA QL MLPQ

@LJJBK QP >?LRQ QEBFO AFKFKD BUMBOFBK@B >KA PRDDBPQFLKP LK ELT

&O>KHaP @>K FJMOLSB FQP LMBO>QFLKP >KA PBOSF@B� )Q TFII BK>?IB &O>KHaP

QL BUM>KA LMBO>QFLKP >KA PQFII J>FKQ>FK QEB P>JB @ILPB @RPQLJBO

OBI>QFLKPEFM�QE>Q�@ROOBKQIV�BUFPQP�>Q�QEB�&>FOCFBIA�OBPQ>RO>KQ�

Website Marketing Strategy

4EB KBT T B? MOBPBK@B CLO &O>KHaP !II
!JBOF@>K ">O"B1RB TFII ?B

DB>OBA QL ABSBILMFKD > KBT IBSBI LC @RPQLJBO OBI>QFLKPEFMP�

#RPQLJBOP >Q ?LQE OBPQ>RO>KQP TFII ?B >PHBA QL CFII LRQ CLOJP TEBOB

QEBV TFII PRMMIV >K B
J>FI >AAOBPP >KA > ?FOQEA>QB� �4EFP FKCLOJ>QFLK

@>K >IPL ?B PRMMIFBA QEOLRDE &O>KHaP KBT T B?PFQB�	 4EFP FKCLOJ>QFLK

TFII BK>?IB &O>KHaP QL HBBM @RPQLJBOP FKCLOJBA LC PMB@F>IP >KA LCCBO

@LRMLKP >KA QEB KBT OBT >OAP @>OA MOLDO>J CLO PMB@F>I L@@>PFLKP�

PR@E�>P�ELIFA>VP�LO�?FOQEA>VP�

7 B SFBT QEB TB?PFQB LC &O>KHaP !II
!JBOF@>K ">O"B1RB >P > J>GLO

@LJMLKBKQ LC BKE>K@FKD LRO OBI>QFLKPEFM TFQE LRO @RPQLJBOP� )Q

PELRIA MOLSFAB @LKSBKFBK@B QL @RPQLJBOP QEOLRDE QEBFO >?FIFQV QL

PBB TE>Q FP LK QEB JBKR� FABKQFCV KBT PMB@F>IP� >KA LOABO JB>IP

>KA MF@H QEBJ RM >Q QEBFO @LKSBKFBK@B� 4EB RPB LC PL@F>I JBAF>

TFII BUM>KA >T >OBKBPP LC &O>KHaP >KA BK>?IB FQ QL ABSBILM @ILPBO

OBI>QFLKPEFMP�TFQE�MOBPBKQ�>KA�CRQROB�@RPQLJBOP�

Development Requirements

2L?BOQ 2>FKPCLOA Q>MMBA FKQL EFP BUMBOQFPB FK PL@F>I JBAF> >KA E>P
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>IOB>AV ABSBILMBA > C>O JLOB PLMEFPQF@>QBA TB?PFQB CLO &O>KHaP !II


!JBOF@>K ">O"B1RB� ( B E>P PB@ROBA QEB KB@BPP>OV PBOSBO @>M>@FQV

QL E>KAIB >AAFQFLK>I QO>CCF@ LK QEB TB?PFQB� )K >AAFQFLK� EB E>P PBQ RM

PBSBO>I PL@F>I JBAF> >@@LRKQP CLO &O>KHaP !II
!JBOF@>K ">O"B1RB�

FK@IRAFKD &>@B?LLH >KA 4TFQQBO� 2L?BOQ >IPL @OB>QBA > MOLDO>J

IFKHBA QL > A>Q>?>PB QE>Q TFII JLKFQLO @RPQLJBO MRO@E>PBP QEOLRDE

QEB OBT >OAP @>OA MOLDO>J� 4EFP MOLDO>J TFII PBKA LRQ ?FOQEA>V

KLQF@BP >KA AFP@LRKQP QL @RPQLJBOP >KA TFII FKCLOJ QEBJ LC QEBFO

@ROOBKQ�PQ>QRP�FK�QEB�OBT >OAP�@>OA�MOLDO>J�

2L?BOQ @LKQ>@QBA PBSBO>I CLOJBO @LIIB>DRBP >Q EFP CLOJBO MI>@B

LC BJMILVJBKQ >KA E>P FABKQFCFBA PBSBO>I @>KAFA>QBP CLO QEB OLIB LC

T B?PFQB J>K>DBO� 4EFP FKAFSFAR>I TFII ?B OBPMLKPF?IB CLO RMA>QFKD

QEB TB?PFQB >KA QEB PL@F>I JBAF> PFQBP LK > A>FIV ?>PFP� (B LO PEB TFII

>IPL ?B OBPMLKPF?IB CLO >K>IVWFKD QEB CILT L C FKCLOJ>QFLK QE>Q @LJBP

QEOLRDE�QEBPB�PFQBP�>KA�MOBM>OFKD�J>K>DBJBKQ�OBMLOQP�

Strategy and Implementation Summary

4EB @LOB PQO>QBDV LC &O>KHaP !II
!JBOF@>K ">O"B1RB FP QL @LKQFKRB

TE>Q E>P J>AB FQ > PR@@BPP >Q > KBT IL@>QFLK� 3FJMIV MRQ� LRO

PQO>QBDV FP QL MOLSFAB LRO @RPQLJBOP TFQE QEB CFKBPQ ?>O?B@RB CLLA

FK #LKKB@QF@RQ� >Q OB>PLK>?IB MOF@BP� FK > C>JFIV
COFBKAIV

BKSFOLKJBK Q� )K >AAFQFLK� TB ELMB QL FJMOLSB LRO >?FIFQV QL JBBQ

@RPQLJBO KBBAP ?V J>HFKD IFCB JLOB @LKSBKFBKQ CLO LRO @RPQLJBOP�

7 B�?BIFBSB�QE>Q�QEBPB�CRKA>JBKQ>IP�>OB�RKFSBOP>IIV�>MMIF@>?IB�

SWOT Analysis

! PQOBKDQEP� TB>HKBPPBP� LMMLOQRKFQFBP� >KA QEOB>QP �37 / 4	 >K>IVPFP

T >P�RKABOQ>HBK�CLO�&O>KHaP�!II
!JBOF@>K�">O"B1RB�
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Strengths

4EB HBV PQOBKDQE LC &O>KHaP !II
!JBOF@>K ">O"B1RB FP QEB NR>IFQV LC

FQP CLLA >KA PBOSF@B� )Q E>P ?BBK QEB OB@FMFBKQ LC KRJBOLRP IL@>I >KA

K>QFLK>I >T >OAP CLO FQP CLLAP >KA P>R@BP� /QEBO PQOBKDQEP FK@IRAB

> EFDEIV HKLT IBADB>?IB J>K>DBJBKQ QB>J TF QE BUMBOQFPB FK

LMBO>QFKD > ?>O?B@RB OBPQ>RO>KQ� > @ILPB TLOHFKD OBI>QFLKPEFM TFQE

PRMMIFBOP LC MOBJFBO @RQP LC JB>QP� >KA > ILV>I @IFBKQBIB FK QEB PLRQE

PELOB�OBDFLK�

Weaknesses

4EB TB>HKBPPBP >PPL@F>QBA TFQE QEFP ?RPFKBPP MI>K @BKQBO LK

LMBO>QFKD >K >AAFQFLK>I OBPQ>RO>KQ TFQE > JR@E I>ODBO @>M>@FQV QE>K

QEB &>FOCFBIA� #LKKB@QF@RQ� OBPQ>RO>KQ� 4EB PB@LKA IL@>QFLK TFII

OBNRFOB >K BUMBOFBK@BA OBPQ>RO>KQ J>K>DBO� 4EFP MI>K @>IIP CLO >

PFDKFCF@>KQ FK@OB>PB FK MOBM>OBA �Q>HBLRQ	 JB >IP� /OABOP TFII ?B

MI>@BA BFQEBO ?V MELKB LO QEOLRDE QEB TB?PFQB� #ROOBKQ MBOPLKKBI

E>SB IFQQIB BUMBOFBK@B FK O>Q@EBQFKD RM QEB Q>HBLRQ MLOQFLK LC QEB

?RPFKBPP�

Opportunities

4EFP ?RPFKBPP MI>K LCCBOP PFDKFCF@>KQ LMMLOQRKFQFBP CLO &O>KHaP !II


!JBOF@>K ">O"B1RB� ! PB@LKA� I>ODBO IL@>QFLK TFII QO>KPI>QB FKQL >

PFDKFCF@>KQ FK@OB>PB FK P>IBP� &FK>IFWFKD > ?RPFKBPP OBI>QFLKPEFM TFQE

QEB OBDFLK>I PRMBOJ>OHBQ @E>FK TFII BK>?IB &O>KHaP QL PFDKFCF@>KQIV

FK@OB>PB QEB MOLAR@QFLK >KA QEB P>IBP LC FQP PFDK>QROB P>R@BP� 4EB

P>IBP LC P>R@BP >OB BUMB@QBA QL FK@OB>PB ?V �� MBO@BKQ MBO VB>O CLO

QEB�KBUQ�CFSB�VB>OP�

��� X



Threats

!K V BUM>KPFLK TFQE QEB LMBKFKD LC > KBT IL@>QFLK >IT >VP BKQ>FIP

PLJB OFPH� 4EB MOFK@FM>IP LC &O>KHaP !II
!JBOF@>K ">O"B1RB TFII

?B FKSBPQFKD > PFDKFCF@>KQ >JLRKQ LC @>MFQ>I >KA TFII ?B ?LOOLTFKD

JLKB V COLJ > ?>KH QL LMBK > PB@LKA IL@>QFLK� )Q FP PQOLKDIV ?BIFBSBA

QE>Q QEB PB@LKA IL@>QFLK TFII @>MFQ>IFWB LK QEB PR@@BPP LC QEB

&>FOCFBIA�OBPQ>RO>KQ�>KA�TFII�?B@LJB�>�PR@@BPP�

Competitive Edge

4EB @LJMBQFQFSB BADB LC &O>KHaP !II
!JBOF@>K ">O"B1RB OBPFABP

J>FKIV FK QEB NR>IFQV LC FQP CLLA >KA FQP @LJJF QJBKQ QL PBOSB QEB

CLLA FK > C>JFIV
COFBKAIV BKSFOLKJBK Q� 4EB NR>IFQV LC FQP CLLA FP

RKJ>Q@EBA FK QEB BKQFOB PQ>QB� .L LQEBO ?>O?B@RB OBPQ>RO>KQ E>P

OB@BFSBA QEB >T >OAP >KA QEB >@@LI>ABP QE>Q &O>KHaP !II
!JBOF@>K

">O"B1RB E>P OB@BFSBA CLO QEB M>PQ CLOQV VB>OP� )QP OBMRQ>QFLK CLO

NR>IFQV DFSBP FQ >K BADB QE>Q KL LQEBO ?>O?B@RB OBPQ>RO>KQ LO @E>FK

@>K�J> Q@E�

Marketing Strategy

4EB Q>ODBQ J>OHBQ CLO &O>KHaP !II
!JBOF@>K ">O"B1RB FP BPPBKQF>IIV

PR?RO?>K C>JFIFBP FK QEB PLRQE PELOB OBDFLK LC #LKKB@QF@RQ� 4EBPB

MBLMIB >MMOB@F>QB QEB CFKBPQ ?>O?B@RB CLLA >Q OB>PLK>?IB MOF@BP�

)Q FP BUMB@QBA QE>Q >K FJMLOQ>KQ DOLRM TFQEFK QEFP Q>ODBQ J>OHBQ

TFII ?B C>JFIFBP TFQE QT L FK@LJBP TELPB ?RPV P@EBARIBP TLRIA

J>HB MOBM>OBA JB >IP > SBOV >QQO>@QFSB LMQFLK� 7B CROQEBO >PPRJB

QE>Q QEFP J>OHBQ FP QB@EKF@>IIV PLMEFPQF@>QBA >KA TFII >MMOB@F>QB QEB

@LKSBKFBK@B�LC�LOABOFKD�QEBPB�JB>IP�SF>�QEB�)KQBOKBQ�

! H BV @LJMLKBKQ LC QEB J>OHBQFKD PQO>QBDV LC &O>KHaP !II


X���



!JBOF@>K ">O"B1RB FP QL RPB QEB )KQBOKBQ >KA QB@EKLILDV QL

BKE>K@B QEB OBI>QFLKPEFM TFQE FQP @RPQLJBO ?>PB� &O>KHaP TFII RPB

QEB TB?PFQB� &>@B?LLH� 4TFQQBO� >KA B
J>FIP QL FKCLOJ @RPQLJBOP LC

PMB@F>I CLLA FQBJP LO AFP@LRKQP ?>PBA LK ELIFA>VP >KA @RPQLJBOPa

?FOQEA>VP� 7B FKQBKA QL RPB QEB TB?PFQB >P > JB@E>KFPJ QL D>FK >K

FJMOLSBA�FKPFDEQ�FKQL�@RPQLJBO�KBBAP�>KA�T>KQP�

&O>KHaP !II
!JBOF@>K ">O"B1RB TFII >IPL FKFQF>QB > OBT >OAP @>OA

MOLDO>J� #RPQLJBOP TFII PFDK RM CLO QEB OBT >OAP @>OA MOLDO>J

BFQEBO >Q QEB QT L IL@>QFLKP LO LKIFKB� 4EBV @>K RPB QEFP MOLDO>J

BSBOV QFJB QEBV J>HB > MRO@E>PB BFQEBO >Q QEB OBPQ>RO>KQP LO LKIFKB�

!CQBO > PBQ KRJ?BO LC SFPFQP �PBSBK	� @RPQLJBOP TFII ?B BKQFQIBA QL

BFQEBO AFP@LRKQP LO COBB FQBJP� 4EB OBT >OAP @>OA MOLDO>J TFII

BK>?IB &O>KHaP !II
!JBOF@>K ">O"B1RB QL QO>@H @RPQLJBOPa ?RVFKD

M>QQBOKP >KA >KQF@FM>QB QEB T>VP FK TEF@E QEBV @>K ?BQQBO PBOSB

QEBFO�@RPQLJBOP�

Sales Forecasts

7 B MOLSFAB > CFSB
VB>O CLOB@>PQ LC QEB ALII>O S>IRB LC P>IBP ?OLHBK

ALTK ? V QEB QT L OBPQ>RO>KQP >KA QEB P>R@BP FK QEB CLIILTFKD Q>?IBP�

b3>IBPc-LKQEIV 3>IBP CLO 4TL 2BPQ>RO>KQP >KA 3>R@BPc FIIRPQO>QBP

> CLOB@>PQ CLO QEB ?OB>HALTK L C P>IBP LK JLKQEIV ?>PFP FK �����

>KA b&FSB
9 B>O &LOB@>PQ LC 3>IBP CLO 4TL 2BPQ>RO>KQP >KA 3>R@BPc

FIIRPQO>QBP�QEB�?OB>HALTK�L C�P>IBP�CLO�QEB�KBUQ�CFSB�VB>OP�

-6A:H� DG:86HI
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&O>KHaP
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&O>KHaP
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&O>KHaP
�$ >OFBK	 ������� ��� ������ ���� ���������� ���������� ��� ��� ����

3>R@BP ������� �� � ���� ���� ��� ���� ��� �������

3R?QLQ>I
AFOB@Q
@LPQ�LC
P>IBP

��� ������� ���������� ���������� ��� ������� ������ ����

' DCI=AN�-6A:H�;DG�.L D�, :HI6JG6CIH�6C9�-6J8:H

 >K:
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Management Summary

#ROOBKQIV� &O>KH 2>FKPCLOA FP QEB #%/ >KA @EFBC LMBO>QFKD LCCF@BO LC

&O>KHaP !II
!JBOF@>K ">O"B1RB� ( B FP >IPL QEB OBPQ>RO>KQ J>K>DBO

>Q QEB &>FOCFBIA OBPQ>RO>KQ� $ROFKD QEB TBBH� EFP A>RDEQBO �3RP>K

2>FKPCLOA 2LDBOP	 LCQBK OBMI>@BP &O>KH >P QEB OBPQ>RO>KQ J>K>DBO�

4EB &>FOCFBIA OBPQ>RO>KQ E>P > CRII
QFJB @LLH TEL LMBO>QBP RKABO

&O>KHaP PRMBOSFPFLK� >KA QT L LQEBO CRII
QFJB BJMILVBBP CRK@QFLK

>P T>FQBOP >KA T>FQOBPPBP� 4EBPB CRII
QFJB BJMILVBBP >OB

PRMMIBJBKQBA�?V�PFU�M>OQ
QFJB�BJMILVBBP�

5KABO QEB KBT J>K>DBJBK Q PQOR@QROB� &O>KH 2>FKPCLOA TFII ELIA

QEB MLPFQFLK LC #%/� ( FP TFCB� "BQQV 2>FKPCLOA� TFII ?B ABPFDK>QBA

QEB MOBPFABKQ >KA @EFBC LMBO>QFKD LCCF@BO� 4EBFO A>RDEQBO� 3RP>K

2>FKPCLOA 2LDBOP� TFII ?B DFSBK QEB QFQIB SF@B MOBPFABKQ CLO

LMBO>QFLKP� 3EB TFII ?B OBPMLKPF?IB CLO QEB A>V
QL
A>V LMBO>QFLKP LC

QEB $>OFBK� #LKKB@QF@RQ� OBPQ>RO>KQ� 2L?BOQ 2>FKPCLOA TFII E>SB QEB

QFQIB LC SF@B MOBPFABKQ LC J>OHBQFKD� (B TFII ?B OBPMLKPF?IB CLO >II

J>OHBQFKD >@QFSFQFBP >KA QEB LMBO>QFLK LC QEB TB?PFQB� !IF@B *>@L?P

TFII ?B QEB SF@B MOBPFABKQ LC CFK>K@B >KA QEB @LJMQOLIIBO LC &O>KHaP

!II
!JBOF@>K�">O"B1RB�

�� � X



Organizational Structure

4EB KBT J>K>DBJBK Q PQOR@QROB LC &O>KHaP !II
!JBOF@>K ">O"B1RB

FP�>�?>PF@�CRK@QFLK>I�I>VLRQ�>MMOLMOF>QB�CLO�QEFP�QVMB�LC�?RPFKBPP�

)G<6C>O6I>DC6A��=6GI

Personnel Plan

b&LOB@>PQP LC 0BOPLKKBIc FP > CFSB
VB>O ?OB>HALTK L C QEB QVMBP >KA

@LPQP�LC�MBOPLKKBI�

 DG:86HIH�D;�* :GHDCC:A
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* :GHDCC:A�*A6C �
�� �
�� �
�� �
�� �
��

�DD@H�*:GHDCC:A

#LLH��&>FOCFBIA	 ���� ��� ���� ��� ���� ��� ������� ���� ���

#LLH��$ >OFBK	 ���� ��� ���� ��� ������� �� � ���� �� � ����

3R?QLQ>I ���� ���� ���� ���� �������� �������� ��� �����

-:G K:GH�*:GHDCC:A

&RII
QFJB�PBOSBOP
�&>FOCFBIA	 ������� ������� ���� ��� ��� ���� ���� ���

&RII
QFJB�PBOSBOP
�$ >OFBK	 ��� ���� ��� ���� �� ����� ���� ��� ��� ���

0>OQ
QFJB�PBOSBOP
?LQE�IL@>QFLKP ����� ��� ����� ��� ����� ��� ����� ��� ����� ���

3R?QLQ>I �������� �������� �� ������ �� ������ ����� ���

!:C:G 6A�6C9��9B>C>HIG6I>K:�* :GHDCC:A

2BPQ>RO>KQ
J>K>DBO
�&>FOCFBIA	

���� ��� ���� ��� ���� ��� ������� ���� ���

2BPQ>RO>KQ
J>K>DBO��$>OFBK	 ���� ��� ���� ��� ���� ��� ������� ��� ����

3R?QLQ>I ���� ��� ���� ��� ��� ���� ���� ���� ����� ���

. DI6A�E:DEA: �� �� �� �� ��

. DI6A�E6NGDAA �������� ����� ��� ����� ��� ���� ���� ��� � ����

Financial Plan

&O>KHaP !II
!JBOF@>K ">O"B1RB TFII ?B CFK>K@FKD QEB @OB>QFLK LC >

PB@LKA OBPQ>RO>KQ QEOLRDE > @LJ?FK>QFLK LC MOFS>QB FKSBPQJBKQ >KA

> ?>KH IL>K� 4EB MOFS>QB FKSBPQJBKQ TFII O>FPB ���� ���� � >KA &O>KHaP

TFII PBBH >KLQEBO �������� >P > Q T L
VB>O IL>K� 4EBPB CRKAP TFII ?B

RPBA QL M>V CLO BNRFMJBKQ >KA IB>PFKD BUMBKPBP >PPL@F>QBA TFQE

LMBKFKD�>�PB@LKA�OBPQ>RO>KQ�
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Important Assumptions

4EB >PPRJMQFLKP >PPL@F>QBA TFQE QEB DOLT O>QBP LC P>IBP B>@E VB>O

CLO QEB KBUQ CFSB VB>OP >OB QEB HBVP QL QEB CFK>K@F>I MI>KKFKD MOL@BPP�

7 B ?BD>K TFQE SBOV JLABPQ >PPRJMQFLKP LC � MBO@BKQ DOLTQE FK

IRK@E P>IBP >KA � MBO@BKQ DOLTQE FK AFKKBO P>IBP� 7B >KQF@FM>QB

C>FOIV SFDLOLRP DOLTQE FK Q>HBLRQ JB>IP ��� MBO@BKQ	 >KA P>R@BP ���

MBO@BKQ	� !IQELRDE QEBPB >OB I>ODB DOLTQE O>QBP� TB AL KLQ CBBI QE>Q

QEBV�>OB�RKOB>IFPQF@�

Key Financial Indicators

b+BV &FK>K@F>I )KAF@>QLOPc MOLSFABP EFPQLOF@>I �����^ ���� 	 >KA

CLOB@>PQBA������ ^����	�S >IRBP�CLO�QEB�HBV�CFK>K@F>I�FKAF@>QLOP�

%: N� >C6C8>6A�#C9>86IDGH
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Breakeven Analysis
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