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 Answer the following questions:                                     (Total marks: 100)
Obligatory Question: 40 marks 
Proper financial management requires putting in place a system that provides               entrepreneurs to know not only how their businesses are doing financially, but also why their companies are performing that way. (Total: 40 marks)                                                                            Discuss the method for building a projected income statement and a projected balance sheet for a beginning business; (25 marks) and explain why are pro-forma financial statements important to the financial planning process? (15 marks)                             

Answer:                                            

Students are expected to begin answering this question by first discussing briefly the above-mentioned statement, saying that a proper financial management requires putting in place a system that provides entrepreneurs with relevant financial information in an easy-to-format on a timely basis. The information in a small company’s financial records is one resource to which competitors have no access. Smart entrepreneurs recognize this and put their companies’ numbers to work for them so that they can make their businesses more successful. Then, students should begin to discuss the method for building a projected income statement and a projected balance sheet as follows:                                                                                                                        1- The projected income statement: When creating a projected income, an entrepreneur has two options: to develop a sales forecast and work down or set a profit target and work up. Developing a realistic sales forecast for a business start-up is not always easy, but with creativity and research it is possible. For a reasonable fee, entrepreneurs can access published aggregated financial statistics that industry trade associations collect on the companies in their industries. Web searches and trips to the local library will produce the necessary information. Also, interviews with potential customers and test marketing an actual product or service can reveal the number of customers a company can expect to attract. One method for checking the accuracy of a sales estimate is to calculate the revenue other companies in the same industry generate per employee and compare it to your own projected revenue per employee. An entrepreneur may prefer the other method of creating a projected income statement, targeting a profit figure and then “working up” to determine the sales level they must achieve to reach it. It is important to compare this sales target against the results of the marketing plan to determine whether it is realistic. The next step is to estimate the expenses the business will incur in securing those sales. In any small business, the profit generated must be large enough to produce a reasonable return on time the owners spend operating the business and a return on their investment in the business.

2- The projected balance sheet: In addition to projecting a small company’s net profit or loss, an entrepreneur must develop a pro forma balance sheet outlining the firm’s assets and liabilities.  Assets: cash is one of the most useful assets the business owns; it can quickly be converted into other tangible assets. As a rule, a company’s cash balance should cover its operating expenses for at least one inventory turnover period. (25 marks)
As for the second part of the question, students should discuss the importance of                                   pro-forma financial statements to the financial planning process as following: creating projected financial statements helps a small business owner transform business goals into reality. These pro-forma statements are a crucial components of every business plan because they estimate the profitability and the overall financial condition of a company in the future. They are an integral part of convincing potential lenders and investors to provide the financing needed to get the company off the ground. In addition, because these statements project a company’s financial position through the end of the forecasted period, they help entrepreneurs to plan the route to improved financial strength and healthy business growth. To be useful, however, these forecasts must be realistic. (15 marks)  
Answer only two of the following questions:  (Total: 60 marks) 
Question (1): 30 marks
Small and medium size businesses realize that today quality is more than just a slogan on the company bulletin board; it is one of the most important company's competitive advantages and an integral part of a business strategy and culture. Explain what is meant by this philosophy                                  (15 marks); and illustrate how do customers define quality? (15 marks) 

Answer:  

Students are expected first to discuss the importance of attaining a competitive edge for any small or medium size business and elaborate various elements considered a competitive advantage, such as: price, quality of product or service, the way of presenting the product or service, the location of business, customer service, customer relationship management…etc. Then students should explain what is meant by the philosophy of quality as one of the most important competitive edge a small business should attain. They should say, this philosophy                         is called total quality management (TQM), which means quality not just in the product or service itself, but also in every aspect of the business and its relationship with the customer                     and continuous improvement in the quality delivered to customers. The key to developing                                   a successful TQM philosophy is seeing the world from the customer's point of view.                       (15 marks). 
As for the second part of the question, students should say, that usually customers define the quality of a product in this order:
1. Reliability (doing what you say you will do)
2. Durability (how long it lasts)
3. Responsiveness (promptness in helping customers and in solving problems)

4. Assurance and empathy (conveying a caring attitude)

5. Ease of use

6. Low price
Students should also mention, companies that excel at providing quality products and services discover tangible benefits in the form of increased sales, more repeat customers, higher customer retention, and lower costs. (15 marks) 
Question (2): 30 marks

The major elements of a marketing strategy are the four Ps of marketing: product, place, price, and promotion. Discuss the stages in the product life cycle (15 marks); and explain how can a small firm extend it's product's life cycle. (15 marks)
Answer:

Students should answer this part of the question by mentioning that products travel through various stages of development. In the introductory stage, marketers present their products to potential consumers. Initial high levels of acceptance are rare. Generally, new products must break into existing markets and compete with established products. Advertising and promotion help the new product become recognized more quickly. After the introductory stage, the product enters the growth and acceptance stage in which customers begin to purchase the product in large enough numbers for sales to rise and profits to materialize. If in the introductory stage the product fails to meet customer needs, it does not sell and eventually disappears from the marketplace. In the maturity and competition stage, sales volume continues to rise, but profit margins peak and then begin to fall as competitors enter the market. Normally, this causes reduction in the product's selling price to meet completion and to hold its share of the market. Sales peak in the market saturation stage of the product life cycle and give the marketer fair warning that it is time to introduce the next generation product. The final stage of the product life cycle is the product decline stage. Sales continue to drop, and profit margins fall drastically. However, when a product reaches this stage of the cycle, it does not mean that it is doomed to failure. Products that have remained popular are always being revised. No firm can maintain its sales position without product innovation and change. (15 marks) 
A firm can extend it's product life cycle by being very alert to the warning given by the market saturation stage saying it is time to introduce the next generation product by innovation, change, and development of the product. For example, Apple's marketing strategy is to introduce iPod innovations, which so far include the Classic, the Mini, the Nano, the Shuffle, and the Touch, to make previous models "obsolete" before its competitors can. (15 marks)
Question (3): 30 marks
One important aspect of connecting with customers is defining the company's unique selling proposition (USP), a key customer benefit of a product or service that sets it apart from its competition. Interpret the statement (20 marks); and support your answer with an example from the Egyptian marketplace. (10 marks)
Answer:

Students are expected to answer this question as following:
The best way to identify a meaningful USP that connects a company to its target customers is to describe the primary benefit(s) its product or service offers customers and then to list other, secondary benefits it provides. A business is unlikely to have more than three primary benefits, which should be unique and able to set it apart. When describing the top benefits the company offers its customers, entrepreneurs must look beyond just the physical characteristics of the product or service. Sometimes the most powerful USP emphasizes the intangible, psychological, and emotional benefits a product or service offers customers-for example, safety, "coolness", security, acceptance, status, and others. The goal is to use the USP to enable a company to stand out in customers' minds. (20 marks) Then students should come up with an example from the Egyptian marketplace which they believe it acquires a unique selling proposition USP.  (10 marks) 
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