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PENBRELLA







A Business Problem

THE SITUATION

· You have invented the world’s first umbrella made of such thin, flexible and light materials that it can fold into the shape of a pen (and fit into a pocket). 

· Your company (owned 80% by you and 20% by a merchant bank) is producing the Penbrella at full capacity, yet you cannot meet the UK demand. This is without advertising. 

· However, your company is constantly short of cash, because your rapid expansion is forcing costs up – and your customers are always slow in paying (they are currently 10 weeks overdue). 

· You have heard that another company has found a way round your patent, so you will soon be getting a competitor. 

· Your aim is to make as much profit for yourself as possible over the next five years. 

YOUR TASKS
1. Decide what options are open to you. 
2. What information do you need to help you decide which option would be the best?
3. Explain three of the options open to you for financing extra production. What are the pros and cons of each in view of your five year aim? 
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A Memo

EXTRA INFORMATION 

PENBRELLA


MEMO

From: 
Accounts

To : 
MD

The figures you asked for are as follows;
Production : 


50,000 per month

Selling price : 

£4 (ex factory)

Direct production costs :
£1.50 per unit

Overheads : 


£100,000 per month

1st Lesson Preparation


