
MARKETING 
 

1. What is Marketing? 
Marketing is the management process responsible for identifying, anticipating and satisfying customer requirements profitably. 

 

Philip Kotler’s definition: Marketing is a social process by which individuals and groups obtain what they need and want 

through creating and exchanging products and value with others. 

This definition highlights the core concepts of ‘Needs’, ‘Wants’, ‘Demands’, and ‘Products’  

 

Needs: Refers to basic human needs, in their absence there is a state of felt deprivation.  

 

Wants: The form taken by a human need as shaped by culture and individual personality  

 

Products: Objects that will satisfy ones needs. Given a want and depending on resources, people demand products with benefits 

that add up to the most value and satisfaction 

 

Wants can become needs through commercial ads or when a consumer convinces themselves that their want is a need. Hence 

Marketing is a value creating and value delivering process. 

 

Marketing Management deals with choosing target markets and getting, keeping and growing customers through creating, 

delivering and communicating superior customer value 

 

              

2. The 7 Ps of Marketing 

The 7 Ps are a set of recognised marketing tactics, which you can use in any combination to satisfy customers in your target 

market. The 7 Ps are controllable, but subject to your internal and external marketing environments. Combining these different 

marketing tactics to meet your customers' needs and wants is known as using a 'tactical marketing mix'. 

i. Product: Product refers to what you are selling, including all of the features, advantages and benefits that your 

customers can enjoy from buying your goods or services. When marketing your product, you need to think about the key 

features and benefits your customers want or need, including (but not limited to) styling, quality, repairs, and accessories. 

You can use research and development to inform the development of new products in your business. 

ii. Price: This refers to your pricing strategy for your products and services and how it will affect your customers. You 

should identify how much your customers are prepared to pay, how much mark-up you need to cater for overheads, your 

profit margins and payment methods, and other costs. To attract customers and retain your competitive advantage, you 

may also wish to consider the possibility of discounts and seasonal pricing. 

iii. Promotion: These are the promotional activities you use to make your customers aware of your products and services, 

including advertising, sales tactics, promotions and direct marketing. Generally these are referred to as marketing tactics. 

iv. Place: Place is where your products and services are seen, made, sold or distributed. Access for customers to your 

products is key and it is important to ensure that customers can find you. You can set yourself apart from your 

competition through the design of your retail space and by using effective visual merchandising techniques. If you are 

not a retail business, place is still an important part of your marketing. Your customers may need a quick delivery 
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turnaround, or want to buy locally manufactured products. If you are starting a new business, finding the right business 

location will be a key marketing tactic 

v. People: People refer to the staff and salespeople who work for your business, including yourself. When you provide 

excellent customer service, you create a positive experience for your customers, and in doing so market your brand to 

them. In turn, existing customers may spread the word about your excellent service and you can win referrals. Give your 

business a competitive advantage by recruiting the right people, training your staff to develop their skills, and retaining 

good staff 

vi. Process: Process refers to the processes involved in delivering your products and services to the customer. It is also 

about being 'easy to do business with'. Having good process in place ensures that you: 

• Repeatedly deliver the same standard of service to your customers 

• Save time and money by increasing efficiency 

 

vii. Physical evidence: Physical evidence refers to everything your customers see when interacting with your business. This 

includes: 

• Physical environment where you provide the product or service 

• Layout or interior design 

• Packaging 

• Branding 

Physical evidence can also refer to your staff and how they dress and act. Consider how your store's layout, fixtures and 

signage can build your brand and increase your sales. 

 
3. Marketing Strategy: A marketing strategy sets the overall direction and goals for your marketing, and is therefore 

different from a marketing plan, which outlines the specific actions you will take to implement your marketing strategy. 

is a wide-reaching and comprehensive strategic planning tool that: 

• Describes your business and its products and services 

• Explains the position and role of your products and services in the market 

• Profiles your customers and your competition 

• Identifies the marketing tactics you will use 

• Allows you to build a marketing plan and measure its effectiveness  

 

Identifying the company’s business goals is important and the SMART goal- setting method is the simplest criteria that can be 

followed to ensure the goals are specific, measurable, achievable, and relevant (to business objectives) and time- bound. These 

help in benchmarking your success. 

 

Market research hence becomes the essential part of marketing strategy. Understanding the market size, growth, social trends, 

demographics are required to ensure the market strategy is both, focused and relevant. Identifying customers and understanding 

competitors is crucial. 

 
Use SWOT analysis to develop strategies 

A SWOT analysis of your business's strengths, weaknesses, opportunities and threats to help you understand any obstacles and 

advantages in delivering your marketing.You may also wish to identify strategies to capitalise on your strengths, address your 

weaknesses, increase your opportunities and minimise your threats. For example, you could write a skills plan for training your 

employees or develop a sales plan to focus on new product sales in an emerging market. 

 

Outline sales targets 

Outline the sales targets and forecasts for your products and services. Also take the time to identify the unique selling proposition 

that supports your products or services. Your sales targets (expressed in numbers), and the forecasted sales you anticipate as a 

result of your marketing, will be invaluable when you need to measure the success of your marketing efforts. 

 

The differentiation strategy — Being different 

To compete using this strategy, your product should be unique and different than anyone else's. You can use different methods to 

make your product stand out like, have a design that is unusual or more stylish than what already exists, offer more features than 

other products offer, deliver better performance, etc 

 

The overall cost leadership strategy — Selling for less 

If you can produce and sell your product for less, you will definitely have an advantage over your competitors. By becoming more 

efficient, you can cut down your production costs and save money. You can then pass on the savings to your customers, and 

possibly sell more product. 

 

The niche strategy — Picking your customers 

You can choose to target a smaller audience by catering to specific needs and wants of your potential customers. This segmented 

group must be large enough to provide you with a solid customer base. Examples of this kind of segmenting include Demographic 

(age, gender, occupation), Geographic (urban/rural, region), Behaviour (attitudes, product knowledge), and Psychographic 

(personality, lifestyle, values) 

 

https://www.business.qld.gov.au/running-business/employing/staff-development/training


4. Pricing: Pricing is one of the most important decisions you can make for your business. The amount you charge for your 

goods or services will, in large part, determine what your revenues will be. 

 Pricing factors: There are three factors to consider before deciding what to charge for your products or services: costs, 

competition, and customers 

Costs: Operating a business involves expenses. Your costs may include raw materials or supplies, salaries, and equipment and 

property. There are two types of costs- Fixed (overhead costs like rent, utilities, and insurance) and Variable. 

 

Breakeven price= fixed cost + variable cost 
 

The difference between what you pay per unit and the price you charge is called the margin. 

 

Price benchmarking helps you understand where you are positioned relative to your competition. If you want customers to choose 

your product, you'll need to come up with a pricing strategy, and decide if you will charge the same price, a lower amount, or a 

higher amount, in order to maximize your sales potential. 

 

5. Understanding customers 
The market research you may have conducted earlier was broad and strategic, describing the environment in which your new idea 

and innovation might achieve success. You now need to be more specific and targeted. If you don’t know who  and where your 

innovation’s customers are, how can you sell to them? 

 

You should examine these issues to assess your customers’ motivations: 

 

What factors affect purchase decisions? 

Who is likely to buy? Will some buy earlier than others? 

What affects the timing of customers’ purchase decisions? 

What motivates customers to buy 

A customer’s decision to purchase generally follows a series of 5 steps: 

 

i. Problem recognition: The buyer recognises a need or a problem to solve. 

ii. Information search: The buyer actively searches for information about how to fulfil the need or solve the problem. 

They usually identify a number of alternatives 

iii. Evaluate alternatives: Customers consider 6 factors when evaluating alternatives (Rogers 1995), which may include 

new ideas and innovations. From a customer’s perspective, the decision to buy a new technology is high-risk. Customers 

don’t want to make bad decisions because of market or technological uncertainty, switching costs or training needs. 

Consider how your innovation measures against these factors: 

• Relative advantage - do the benefits of adopting your new technology outweigh the costs? 

• Compatibility - how similar to existing ways of doing things is your innovation? 

• Complexity - how easy to use is the new product? 

• Trialability - can your new product be tried on a limited basis? 

• Ability to communicate product benefits – how easy is it to tell prospective customers about the benefits of owning and 

using your new product? 

• Observability - how observable to the consumer are the benefits of using the new product? 

• Assuming your customers will understand the usefulness of the innovation is not enough. Your sales and marketing 

should communicate how your innovation addresses these 6 factors. 

 

iv. Purchase decision 

Once the buyer has made a decision on the best alternative, they will negotiate a purchase price and buy your new innovation. 

 

v. Post-purchase evaluation 

Having purchased your new product or service, the buyer will assess whether it has realised its potential or expectation. Their 

response at this stage will likely determine what sort of relationship they will have with you and your future innovations. 

 
 

6. Categories of customers 

'The aim of marketing is to know and understand the customer so well, the product or service fits him and sells itself'- Peter F. 

Drucker, Management Consultant, 1997. 

When marketing new products or services, you may need to start with early adopters and work up to the market majority. 

 

Categories of innovation adopters: The 5 categories of innovation adopters (Moore 2014) are: 

 

Innovators: Technology enthusiasts who appreciate technology for its own sake and are motivated change agents among their 

peers interested in new ideas, which leads them out of narrow circles of peers into broader circles of innovators 

 

Early adopters: Visionaries looking to adapt and use new technology to achieve revolutionary change to gain competitive 

advantages. They are attracted by high-risk, high-reward projects and are not price sensitive. They demand personalised solutions, 

quick response, highly-qualified sales and support 



 

Early majority: These pragmatists are looking for evolutionary change to gain productivity improvements, but are averse to 

disruptions in operations, want proven applications, reliable service and results. They look to the market leaders – how are the 

leading firms helping customers change and hey move as a crowd to rapidly increase adoption  of the product that causes a 

landslide of demand 

 

Late majority: These are the conservatives- very risk-averse and price sensitive. They are motivated to adopt new innovations to 

maintain parity with their competition or with the majority 

 

Laggards: Sceptics seeking to maintain the status quo and are reluctant to believe that new innovations can improve productivity 

Characteristics of innovators and early adopters are fundamentally different to the next groups. Marketing strategies and methods 

should change by the time the innovation is ready to move to the mainstream market or there won't be any ready customers. This 

gap is regarded as a deep chasm, which many new ideas and innovations fail to bridge. 

 

Gap between early market and mainstream market innovation adopters: 

 

 
  

 

 

 

 

 

 

 

7. Types of Promotional Activities: Product and service promotion is the most common form of marketing. 

Promotional activities can include: 

 

Advertising - you can advertise your product, service or brand in newspapers, radio, television, magazines, outdoor 

signage and online. Learn more about how to make your advertising successful. 

personal selling or telemarketing - effective personal selling relies on good interpersonal and communication skills, 

excellent product and service knowledge and the ability to sell product benefits to prospective customers. 

 

Publicity - created by sending media releases to print and broadcasting media, giving interviews to the media and 

from word-of-mouth. Learn more about public relations. 

short-term sales promotions - market your product or service using coupons, competitions and contests. Find out about 

the benefits of coupon websites. 

 

Direct marketing - involves sending letters, emails, pamphlets and brochures to individual target clients, often 

followed by personal selling or telemarketing. Learn more about direct marketing. 

You can use any combination of these methods to target your customers. The right promotional mix will help you 

satisfy your customers' needs, increase sales, improve your results and increase your ability to reach multiple 

customers within your target market. 

 

Online marketing- Online marketing is often cost-effective and is becoming increasingly important to businesses. 

Developing a separate online marketing plan to evaluate your options and help implement your strategy is vital in the 

modern marketplace. 

 

 

 

 



Some basic terms and formulas 
 

ROI (Return on Investment): ROI is a measurement tool used to calculate the effectiveness and value of an investment. It shows 

the gain and/or loss of an investment by comparing and measuring the amount of return on an investment with the investment 

costs. 

 

ROI = (Net Profit / Cost of Investment) 

 
CPA (Cost Per Action) 

CPA is referred to as Cost Per Acquisition, Pay Per Action or Cost Per Action. It is a formula that measures the amount a business 

has paid to attain a conversion. CPA is also used to define a marketing strategy that allows advertisers to pay for a specified action, 

such as making a purchase or filling out a form from potential consumers. CPA campaigns are relatively low-risk, as costs are 

only accumulated once the desired action has occurred. 

CPA = (Cost/ Conversions) 

  
ROAS (Return On Advertising Spend) 

ROAS is a tool used to measure the profit made from advertising. It’s the most useful metric to evaluate the performance of 

marketing campaigns, as it measures how much revenue you get back on each dollar spent on advertising. While ROI can give 

you an overall view, using ROAS formulas allows you to gain specific performance measurements based on every marketing 

network executed. 

 

ROAS = (Ad revenue/ Cost of ad source) 
Divide revenue received from advertisement by the cost of the advertisement 

 
CLV (Customer Lifetime Value) 

Used to determine the economic value a customer brings to your business, not only for the time being, but for the entire time 

they’re a customer. The metric considers everything from their first interaction to their final purchase with your company. This is 

essential to determine whether there is more value in long-term marketing channels. 

If your CLV value is high from a specific marketing channel, you will want to invest more into retaining customers- assuming you 

have a positive ROI.  

 

For example, if you fill 600 orders gaining revenue of $40,000, your average order value would be $66.67. Then, you can 

determine the purchase frequency (PF) by dividing the number of orders by the unique customers. In this case, if you had 400 

unique customers, the PF would be 1.5. To calculate your Customer Value (CV), you multiply these numbers. In this case, it 

would be 66.67 (AOV) x 1.5 (PF) = $100 (CV). 

Now, to determine the Customer Lifetime Value, you take the CV and multiply it by the customer’s duration with your company. 

Generally, choosing a number between one and five provides accurate results, so let’s assume each order also comes with a 

contract. Let’s assume a 3-year contract is your minimum. 

Your formula would look like this: 100 (CV) x 3 (Years) = $300. Your customer’s lifetime value is $300 over a course of three 

years. 

The Customer Lifetime Value (CLV) formula: 

 

AOV = (Number of Orders X Revenue) 

PF = (Average Order Value / Number of Unique Customers) 

CV = (Average Order Value X PF) 

CLV = Customer Value X Customer’s Duration with the Company 
 

Customer Retention Rate. 

Customer Retention Rate is a metric used to calculate how loyal your customers are. Acquiring new customers costs more than 

retaining current ones. Determining how dedicated a customer is to your company allows you to improve your business strategies. 

If you can encourage loyal customers to stay with your business longer, you'll maximize your revenue. 

For example, if you start a quarter with 25 customers (CS) and gain 10 new customers (CN), but lose seven in that quarter, the 

customers at the end of the period (CE) would be 28. Using the following formula, you can then determine what your Customer 

Retention Rate is, which in this case would be 72 percent. 

 

CRR = (Customer’s End Period – New Customers for this Period) / Customers at Start of the Period x 100 
 

Subtract the new customers from the number of customers at the period’s end, and divide that by the customers at the start of  the 

period, and then multiply by 100 to get the percentage of Customer Retention. 

 

 

 

 



 

 

BASICS OF MANAGEMENT  

 
1. What is Management?   

Simply put, Management is coordinating work activities so that they are completed efficiently and effectively with and through 

other people. Managers are an organization’s resources to achieve their goals and customer satisfaction in the most effective and 

efficient manner. 

 

Efficiency: Getting maximum output from putting in the least input 

Effectiveness: The degree to which the organization’s goals and achieved and activities are completed  

 

Definitions: “To Manage is to forecast, to plan, to organise, to command, to co-ordinate and to control”- Henry Fayol 

 

 “Art of knowing what you want to do and then seeing that it is done the best and cheapest way”- F.W. Taylor 

 

“Management is work and as such it has its own skills, its own tools and its own techniques”- Peter F.Drucker 

 

2. Principles of Management 

There are various Management theories based on either production or efficiency, decision- oriented approach, people- oriented 

approach or function oriented approach. 

 

Classical Approaches 

• Frederick Taylor: Scientific Management (1886) 

• Frank and Lillian Gilbreth: Time/motion studies (later 1800s) 

• Henri Fayol: 14 Principles of Management  (1880s-1890s) 

• Max Weber : Bureaucracy (1920s) 

 

Behavioral Approaches 

• The Hawthorne Experiment (1927) 

• MacGregor’s Theory X and Theory Y (1960) 

 

Quantitative Approaches 

 

Contemporary Approaches 

• Ouchi’s Theory Z (1981) 

• Contingency Management 

 

Classical Approaches 

Fredrick W Taylor: Developed Scientific Management, and laid foundation for the study of management. Below are the key 

ideas of his theory. 

• Management as a separate field of study 

• Explicit guidelines for scientific study of management functions 

• Time studies for setting standards 

• Functional specialization of managers’ duties 

• Piece-rate Incentive systems 

 

Max Weber: Coined the term ‘Bureaucracy’ to define the perfect office: 

• Where a chain of command exists 

• Clear division of work 

• Procedure for any situations  

• Impersonality 

• Employment and promotion based on technical competence 

 

Frank & Lillian Gilbreth: Conducted studies on Time and motion efficiency and developed the study of workplace psychology. 

A time and motion study (or time-motion study) is a business efficiency technique combining the Time Study work of Frederick 

Winslow Taylor with the Motion Study work of Frank and Lillian Gilbreth 

• Developed therbligs, breakdown of manual skills into 16 actions 

• Frank was a lazy bricklayer looking for an easier way and Lillian was a psychologist 

• Endorsed piece-work and suggested a higher rate per unit if his directions were followed 

• Disagreed with Taylor’s idea that management should choose which workers took which jobs 

 



Fayol’s Principles of Management: He proposed that there are 6 primary functions of management and 14 principles of 

management, Forecasting, Planning, Organizing, Commanding, Coordinating, controlling. There are 14 Principles of Management 

described by Henri Fayol. 

i. Division of Labour: Tasks of all kinds must be divided & subdivided and allotted to people in a company as 

per to their expertise in a particular area 

ii. Responsibility Authority: This refers to the right of superiors to get exactness from their sub-ordinates. 

Responsibility means obligation for the performance of the job assigned. Note that responsibility arises 

wherever authority is exercised. 

iii. Unity of Direction: People engaged in the same kind of business or same kind of activities must have the same 

objectives in a single plan 

iv. Unity of Command: A subordinate should receive orders and be accountable to one and only one boss at a time. 

He should not receive instructions from more than one person 

v. Equity: Equity means combination of fairness, kindness & justice. The employees should be treated with 

kindness & equity if devotion is expected of them 

vi. Order: This principle is concerned with proper & systematic arrangement of things and people. Arrangement of 

things is called material order and placement of people is called social order.  

vii. Discipline: Discipline means sincerity, obedience, respect of authority & observance of rules and regulations of 

the enterprise. Subordinates should respect their superiors and obey their orders 

viii. Initiative: It means eagerness to initiate actions without being asked to do so. Management should provide 

opportunity to its employees to suggest ideas, experiences& new method of work 

ix. Remuneration: Remuneration to be paid to the workers should be fair, reasonable, satisfactory & rewarding of 

the efforts. It should accord satisfaction to both employer and the employees 

x. Stability of Tenure Employees: It should not be moved frequently from one job position to another i.e. the 

period of service in a job should be fixed 

xi. Scalar Chain: Scalar chain is the chain of superiors ranging from the ultimate authority to the lowest. 

Communications should follow this chain. However, if following the chain creates delays, cross-

communications can be allowed if agreed to by all parties and superiors are kept informed 

xii. Sub-ordination of Individual Interest to common goal: An organization is much bigger than the individual it 

constitutes therefore interest of the undertaking should prevail in all circumstances. The interests of any one 

employee or group of employees should not take precedence over the interests of the organization as a whole 

xiii. Espirit De’ Corps: It refers to team spirit i.e. harmony in the work groups and mutual understanding among the 

members. Espirit De’ Corps inspires workers to work harder 

xiv. Centralization: This refers to the degree to which subordinates are involved in decision making. Whether 

decision making is centralized (to management) or decentralized (to subordinates) is a question of proper 

proportion. The task is to find the optimum degree of centralization for each situation 

 

Behavioural Approaches 

 

Theory X and Y Douglas McGregor:  

Theory X (Classical Theory) Theory Y (Modern Management Theory) 

An average worker is lazy Workers are not inherently lazy 

Dislikes work Do not naturally dislike work 

Will try to do as little as possible If give the opportunity, will do what is good for the 

organization 

Have little ambition and avoid responsibility  

 

 

The Hawthorne Experiment: Refers to the research conducted at the Hawthorne plant of the Western Electric Company near 

Chicago (1927-1937). The initial study was on the effects of lighting on worker performance, but the “Hawthorne Effect” was 

identified instead: 

• The workers values, desires, and needs may be more important than physical conditions. 

• Workers want to have input. 

• Workers want to be respected 

 

Contemporary Approaches  

Ouchi’s Theory Z 

• Value of culture in an industrial society 

• Intimate and cooperative work relationships 

• Alienated in work environment in which family ties, traditions, and social institutions are minimized 

• Workers have strong sense of moral obligation, discipline and order 

 

Contingency Management 

• Managing in Different and Changing Situations 

• Requires managers to use different approaches and techniques 

• Contingency perspective - different ways of managing are required in different organizations and different circumstances. 

It stresses that there are no simplistic or universal rules, and talks about the ‘contingency variable’ 



 

Quantitative Approach 

The quantitative approach involves the use of quantitative techniques to improve decision making. This approach has also been 

labelled operations research of management science. It includes applications of statistics, optimization models, information 

models, and computer simulations. This is a result of the decision- making approach used in World War II to solve military issues. 

The quantitative approach has contributed directly to management decision making in the areas of planning and control. When 

managers make budgeting, scheduling, quality control, and similar decisions, they typically rely on quantitative techniques. 

 

Branches of Quantitative Management 

i. Management Science: This school emerged to treat the problems associated with global warfare. Today, this view 

encourages managers to use mathematics, statistics, and other quantitative techniques to make management decisions. 

Managers use several science applications like Mathematical forecasting, Inventory modelling, and Queuing theory to 

drive decision- making 

ii. Operations management: It is the function or field of expertise that is primarily responsible for the production and 

delivery of an organization’s products and services. Operations management is a narrow branch of the quantitative 

approach to management. It focuses on managing the process of transforming materials, labor, and capital into useful 

goods and/or services 

iii. Management of Information Systems (MIS): It is the field of management that focuses on designing and implementing 

computer-based information systems for use by management 

 

 

3. What is an Organization? 

A structured system of people working together with the intent to achieve a common shared goal. There are a horde of 

organisational theories to explain the relationship between individuals working to together and its impact on the overall progress 

of organization, and they address it on 3 levels: 

 

• Macro: Cooperation among different organizations 

• Mezzo: Structures of the organizations, and influencing factors 

• Micro: Behavior of the members of the organizations, motivation, conflict  

 

Goals: A desired future condition that an organization seeks to achieve. 

 

Resources: These represent the organizations assets that are required to achieve its goals, and include manpower, money, 

materials and machinery.  

 

Management: The process of using organizational resources to achieve an organization’s goals 

 

 

The term ‘Management’ can be understood as either a process, a group of people or even as a discipline.  

 

 
 

As illustrated above, while the top management bears the highest level of accountability, and is responsible for leading the overall 

direction of the organization and its values, the middle management. 

 
The roles of a manager can be broadly categorised into- Interpersonal, Informational & Decisional.  
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• Interpersonal Roles: As shown in the diagram above, these managers assume to coordinate and interact with employees 

and provide direction to the organization. Represented by the line managers in a firm, this managerial role has the 

Figurehead / Leader /Liaison role. 

• Informational Roles: Associated with the tasks needed to obtain and transmit information for management of the 

organization. This level of management takes on the monitoring/disseminator/ spokesperson role 

• Decisional Roles: Associated with the methods managers use to plan strategy and utilize resources to achieve goals. 

Referring to duties of the top management positions in a company, this can be represented by the entrepreneur/ 

disturbance handler/ resource allocator/ negotiator role 
 

 

Skill type needed at different managerial levels: 

 

 

 
 

 

 

 

In terms of Management as a process, managerial efforts include planning, organising, staffing, directing and controlling in 

their traditional sense.  

But the new management approach is now more results- oriented instead of just focusing on investing more time and effort. Hence 

it is about dealing with competition, strategizing, managing people and processes.  

 

Planning: It is the process of setting goals, and charting the best way of action for achieving the goals. This function also includes, 

considering the various steps to be taken to encourage the necessary levels of change and innovation.  

 

Organizing: Organizing is the process of allocating and arranging work, authority and resources, to the members of the 

organization so that they can successfully execute the plans.  

 

Staffing: Staffing is the process of filling the positions in an organization and retaining them. It is the process of recruiting and 

selecting the right person for the right job at the right time in the right place.  

 

Leading: Leading involves directing, influencing and motivating employees to perform essential tasks. This function involves 

display of leadership qualities, different leadership styles, different influencing powers, with excellent abilities of communication 

and motivation.  

 

Controlling: It is the process of devising various checks to ensure that planned performance is actually achieved. It involves 

ensuring that actual activities conform to the planned activities. Monitoring the financial statements, checking the cash registers to 

avoid overdraft etc., form part of this process. 
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INTRODUCTION TO CORPORATE FINANCE 

 
What is Corporate Finance? 

Corporate finance is the division of a company that deals with financial and investment decisions. Corporate finance is primarily 

concerned with maximizing shareholder value through long-term and short-term financial planning and the implementation of 

various strategies. Corporate finance activities range from capital investment decisions to investment banking. (Investopedia) 

 

The Basic Breakdown: Corporate finance departments are responsible for governing and overseeing their firms' financial 

activities and capital investment decisions. Such decisions include whether to pursue a proposed investment, whether to pay for 

the investment with equity, debt, or a hybrid of both; and whether shareholders should receive dividends.  Additionally, the 

finance department manages current assets, current liabilities, and inventory control. 

 

1. What is Capital Financing? 

Corporate finance is also responsible for sourcing capital in the form of debt or equity. A company may borrow from commercial 

banks and other financial intermediaries or may issue debt securities in the capital markets through investment banks (IB). A 

company may also choose to sell stocks to equity investors, especially when raising long-term funds for business expansions.  

Capital financing is a balancing act in terms of deciding on the relative amounts or weights between debt and equity. Having too 

much debt may increase default risk, and relying heavily on equity can dilute earnings and value for early investors. In the end, 

capital financing must provide the capital needed to implement capital investments. 

 

Short-Term Liquidity 

Corporate finance is also tasked with short-term financial management, where the goal is to ensure that there is enough liquidity to 

carry out continuing operations. Short-term financial management concerns exclusively current assets and current liabilities or 

working capital and operating cash flows. A company must be able to meet all its current liability obligations when due. This 

involves having enough current assets that can be cash-ready, such as short-term investments, to avoid disrupting a company's 

operations. Short-term financial management may also involve getting additional credit lines or issuing commercial papers as 

liquidity back-ups. 

 

2. What is Cost of Capital and why do you need to know it? 

Cost of capital is the minimum rate of return that a business must earn before generating value. Before a business can turn a profit, 

it must at least generate sufficient income to cover the cost of the capital it uses to fund its operations.  

Cost of capital consists of both the cost of debt and the cost of equity used for financing a business. A company’s cost of capital 

depends to a large extent on the type of financing the company chooses to rely on. The company may rely solely on equity or debt, 

or use a combination of the two. Typically, corporations obtain financing through a combination of issuing equity in the form of 

shares, and by taking on debt through borrowing from banks or issuing bonds. The people who provide a company with its capital 

also want to earn a return on their investment. All these factors combined, will comprise a company’s overall cost of capital. 

 

The cost of debt is the interest a company pays. The cost of equity is the compensation investors demand in exchange for owning 

a company’s shares. The overall cost of capital is the weighted average of a company’s capital sources, also known as the 

weighted average cost of capital (WACC). 

 

Cost of Equity Formula: Ke = ( D1 / P0 ) + G 

 
Ke – cost of equity;  D1 – next year’s dividend; P0 – current stock price; G – dividend growth rate 

 
Businesses use cost of capital to analyse whether or not to proceed with a project. As long as the cost of capital is below the rate 

of return that the company earns by using its capital, it’s a good investment. If the capital needed to make money exceeds the 

amount of money the capital will generate, it’s a bad investment. 

The cost of capital figure is also important because it is used as the discount rate for the company’s free cash flows in the DCF 

analysis model. 

 

 



        

 
The cost of capital is used to discount future cash flows from potential projects and estimate their net present value. Companies 

want an optimal financing mix. Cost of capital is an important component of business valuation work. Because an investor expects 

his or her investment to grow by at least the cost of capital, cost of capital can be used as a discount rate to calculate the fair 

value of an investment's cashflows. 

 

Net Present Value (NPV): Net present value (NPV) is the difference between the present value of cash inflows and the present 

value of cash outflows over a period of time. NPV is used in capital budgeting to analyse the profitability of a projected 

investment or project. Generally, an investment with a positive NPV will be profitable, and an investment with a negative NPV 

will result in a net loss. is a fundamental component of financial modelling since future cash flows depend on the discount rate 

applied to them.  

The following is the formula for calculating NPV:  

 
 

Ct = net cash inflow during the period t; Co = total initial investment costs; r = discount rate; t = number of time periods 

 

 
Internal Rate of Return (IRR): It is the discount rate that makes the net present value (NPV) of a project zero. In other words, it 

is the expected rate of return that will be earned on a project or investment. 

 

When calculating IRR, expected cash flows for a project or investment are given, and the NPV equals zero. The initial cash 

investment for the beginning period will be equal to the present value of the future cash flows of that investment (cost paid = 

present value of future cash flows.  Hence, the net present value = 0). 

 

Once the internal rate of return is determined, it is typically compared to a company’s hurdle rate or cost of capital. If the IRR is 

greater than or equal to the cost of capital, the company would accept the project (assuming this is the sole basis for the decision – 

In reality there are many other quantitative and qualitative factors that are considered in an investment decision.), and if it’s lower 

than the hurdle rate it would be rejected. 

 

Below is the IRR formula: 

 

 
 

 

 



3. What is Working Capital Management? 

It refers to a company's managerial accounting strategy designed to monitor and utilize the two components of working capital, 

current assets and current liabilities, to ensure the most financially efficient operation of the company. WCM commonly involves 

monitoring cash flow, assets, and liabilities through the ratio analysis of key elements of operating expenses, including the 

working capital ratio, collection ratio, and the inventory turnover ratio. 

The primary purpose of working capital management is to make sure the company always maintains sufficient cash flow to meet 

its short-term operating costs and short-term debt obligations. Efficient working capital management helps maintain the smooth 

operation of the operating cycle (the minimum amount of time required to convert net current assets and liabilities into cash) and 

can also help to improve the company's earnings and profitability.  

 

Elements of WCM: Accounts Receivable (AR), Accounts Payable (AP), and Inventory 

The main objectives of working capital management include ensuring liquidity and profitability. A business with insufficient 

working capital will be unable to meet obligations as they fall due, leading to late payments to employees, suppliers and other 

providers of credit. On the other hand, funds tied up in working capital tend to earn little, or no, return. Hence, a company with a 

high level of working capital may fail to achieve the return on capital employed (Operating profit ÷ (Total equity and long-term 

liabilities)) expected by its investors.   

 

Liquidity Ratios                               Efficiency Ratios 

                                                                      
      

 
   
Working capital ratios of 1.2 to 2.0 are considered desirable, but a ratio higher than 2.0 may indicate a company is not effectively 

using its assets to increase revenues. 

If the current ratio falls below 1 this may indicate problems in meeting obligations as they fall due. Even if the current ratio is 

above 1 this does not guarantee liquidity, particularly if inventory is slow moving. On the other hand a very high current ratio is 

not to be encouraged as it may indicate inefficient use of resources (for example, excessive cash balances). The level of a f irm’s 

current ratio is heavily influenced by the nature if its business.  

The quick ratio is particularly relevant where inventory is slow moving. 

The Efficiency Ratio shows how quickly inventory is sold; higher turnover reflects faster-moving inventory. 

However, working capital ratios are often easier to interpret if they are expressed in ‘days’ as opposed to ‘turnover’.  

 

4. What is Capital Budgeting? 

Capital budgeting is a process used by companies for evaluating and ranking potential expenditures or investments that are 

significant in amount. The large expenditures could include the purchase of new equipment, rebuilding existing equipment, 

purchasing delivery vehicles, constructing additions to buildings, etc. The large amounts spent for these types of projects are 

known as capital expenditures. 

 

Capital budgeting usually involves the calculation of each project's future accounting profit by period, the cash flow by period, the 

present value of the cash flows after considering the time value of money, the number of years it takes for a project's cash flow to 

pay back the initial cash investment, an assessment of risk, and other factors. It helps to determine whether the potential returns 

generated meet a sufficient target benchmark, also known as "investment appraisal." 

 
 

 

Various methods of capital budgeting can include throughput analysis, net present value (NPV), internal rate of return 

(IRR), discounted cash flow (DCF) and payback period. 

 



There are three popular methods for deciding which projects should receive investment funds over other projects. These methods 

are throughput analysis, DCF analysis and payback period analysis. 

 

Capital Budgeting with Throughput Analysis:  Throughput is measured as the amount of material passing through a system. 

Throughput analysis is the most complicated form of capital budgeting analysis, but is also the most accurate in helping managers 

decide which projects to pursue. Under this method, the entire company is considered a single, profit-generating system. The 

analysis assumes that nearly all costs in the system are operating expenses, that a company needs to maximize the throughput of 

the entire system to pay for expenses, and that the way to maximize profits is to maximize the throughput passing through 

a bottleneck operation. A bottleneck is the resource in the system that requires the longest time in operations. This means that 

managers should always place higher consideration on capital budgeting projects that impact and increase throughput passing 

though the bottleneck. 

 

Capital Budgeting Using DCF Analysis: DCF analysis is similar or the same to NPV analysis in that it looks at the initial cash 

outflow needed to fund a project, the mix of cash inflows in the form of revenue, and other future outflows in the form of 

maintenance and other costs. These costs, save for the initial outflow, are discounted back to the present date. The resulting 

number of the DCF analysis is the NPV. Projects with the highest NPV should be ranked over others, unless one or more 

are mutually exclusive. 

 

Payback analysis: Payback analysis is the most simple form of capital budgeting analysis and is therefore the least accurate. 

However, this method is still used because it's quick and can give managers a "back of the napkin" understanding of the efficacy 

of a project or group of projects. This analysis calculates how long it will take to recoup the investment of a project. The payback 

period is identified by dividing the initial investment by the average yearly cash inflow. 

 

5. What are the different ways corporations can raise capital? 

The 2 types of capital that a company can use to fund operations: Debt and Equity. Prudent corporate finance practice involves 

determining the mix of debt and equity that is most cost-effective. 

The most common types of debt capital are bank loans, personal loans, and bonds. This type of funding is referred to as debt 

capital because it involves borrowing money under a contractual agreement to repay the funds at a later date. Equity capital is 

generated by the sale of shares of stock. If taking on more debt is not financially viable, a company can raise capital by selling 

additional shares. 

Raising fund from family or friends, angel investors, venture capitalists, and investment bankers are various methods that small 

and big corporates use. 

 

6. What is Capital Structure? 

Capital Structure refers to the amount of debt and/or equity employed by a firm to fund its operations and finance its assets.  The 

structure is typically expressed as a debt-to-equity or debt-to-capital ratio. 

 

Debt and equity capital are used to fund a business’ operations, capital expenditures, acquisitions, and other investments. There 

are trade-offs firms have to make when they decide whether to raise debt or equity and managers will balance the two try and find 

the optimal capital structure. The optimal capital structure of a firm is often defined as the proportion of debt and equity that result 

in the lowest weighted average cost of capital (WACC) for the firm. This technical definition is not always used in practice, and 

firms often have a strategic or philosophical view of what the structure should be. A company that pays for assets with more 

equity than debt has a low leverage ratio and a conservative capital structure.  

 

Both debt and equity can be found on the balance sheet. The assets listed on the balance sheet are purchased with this debt and 

equity. Companies that use more debt than equity to finance assets have a high leverage ratio and an aggressive capital structure.  

 

Analysts use the D/E ratio to compare capital structure. It is calculated by dividing debt by equity. 

 

 

 
 

 



7. What is Dividend Policy? 

Once a company makes a profit, management must decide on what to do with those profits. They could continue to retain the 

profits within the company, or they could pay out the profits to the owners of the firm in the form of dividends. Dividend policy is 

the set of guidelines a company uses to decide how much of its earnings it will pay out to shareholders. 

There are three main approaches to dividends: residual, stability or a hybrid of the two. 

1) Residual Dividend Policy: The company relies on internally generated equity to finance any new projects. As a result, 

dividend payments can come out of the residual or leftover equity only after all project capital requirements are met. These 

companies usually attempt to maintain balance in their debt/equity ratios before making any dividend distributions, deciding 

on dividends only if there is enough money left over after all operating and expansion expenses are met. Typically, this 

method of dividend payment creates volatility in the dividend payments that some investors find undesirable. 

2) Dividend Stability Policy:  The fluctuation of dividends created by the residual policy significantly contrasts with the 

certainty of the dividend stability policy. With the stability policy, quarterly dividends are set at a fraction of yearly earnings. 

This policy reduces uncertainty for investors and provides them with income. 

3) Hybrid Dividend Policy: The final approach is a combination between the residual and stable dividend policy. Using this 

approach, companies tend to view the debt/equity ratio as a long-term rather than a short-term goal. In today's markets, this 

approach is commonly used by companies that pay dividends. As these companies will generally experience business cycle 

fluctuations, they will generally have one set dividend, which is set as a relatively small portion of yearly income and can be 

easily maintained. On top of this set dividend, these companies will offer another extra dividend paid only when income 

exceeds general levels. 

 

 

8. Agency Costs 

 

Agency costs are a type of internal cost that arises from, or must be paid to, an agent acting on behalf of a principal. Agency 

costs are internal costs incurred due to the competing interests of shareholders (principals) and the management team (agents). 

Expenses that are associated with resolving this disagreement and managing the relationship are referred to as agency costs.  

 

 
 
Agency costs are subdivided into direct and indirect agency costs. 

There are two types of direct agency costs: 

1. Corporate expenditures that benefit the management team at the expense of shareholders 

2. An expense that arises from monitoring management actions to keep the principal-agent relationship aligned 

The first type of direct agency costs is illustrated above, where the management team unnecessarily books the most expensive 

hotel or orders unnecessary hotel upgrades that do not add value or benefits to shareholders. An example of the second type of 

direct agency cost is paying external auditors to assess the accuracy of the company’s financial statements. 

Indirect agency costs refer to lost opportunity. Say, for example, shareholders want to undertake a project that will increase stock 

value. However, the management team is afraid that things might turn out badly, which might result in the termination of their 

jobs. 

 

9. International Financial Management 

 

This simply pertains to inancial management in an international business environment. It is different because of the different 

currency of different countries, dissimilar political situations, imperfect markets, diversified opportunity sets.  

 

Foreign Exchange: It’s an additional risk which a finance manager is required to cater to under an International Financial 

Management setting. Foreign exchange risk refers to the risk of fluctuating prices of currency which has the potential to convert a 

profitable deal into a loss-making one. 

Political Risks: The political risk may include any change in the economic environment of the country viz. Taxation Rules, 

Contract Act etc. It is pertaining to the government of a country which can anytime change the rules of the game in an unexpected 

manner. 

Market Imperfection: Having done a lot of integration in the world economy, it has got a lot of differences across the countries 

in terms of transportation cost, different tax rates, etc. Imperfect markets force a finance manager to strive for best opportunities 

across the countries. 

Enhanced Opportunity Set: By doing business in other than native countries, a business expands its chances of reaping fruits of 

different taste. Not only does it enhances the opportunity for the business but also diversifies the overall risk of a business. 



Just like domestic financial management, the goal of International Finance is also to maximize the shareholder’s wealth. The goal 

is not only is limited to the ‘Shareholders’ but extends to all ‘Stakeholders’ viz. employees, suppliers, customers etc. No goal can 

be achieved without achieving welfare of shareholders. In other words, maximizing shareholder’s wealth would mean maximizing 

the price of the share. Here again comes a question, whether in which currency should the value of the share be maximized? This 

is an important decision to be taken by the management of the organization. 

International level initiatives like General Agreement on Trade and Tariffs (GATT), The North American Free Trade Agreement 

(NAFTA), World Trade Organization (WHO) etc has to give promoted international trade and given it a shape. All because of 

liberalization and those international agreements, we have a buzz word called “MNC” i.e. Multinational Corporations. MNCs 

enjoy an edge over other normal companies because of its international setting and best opportunities. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



BASICS OF ACCOUNTING 

 

 

Overview of An Accounting Cycle 

 

 
 
WHAT IS ACCOUNTING 

 

Accounting is the process of recording, summarizing, analyzing, and interpreting financial (money-related) activities to permit 

individuals and organizations to make informed judgments and decisions. By law all businesses must keep account. 

 

3 MAIN ELEMENTS OF ACCOUNTING  

 

ASSETS: Include items with money value that are owned by a business. Some examples are: cash, accounts receivable (selling 

goods or services on credit), equipment (office, store, delivery, etc.), and supplies (office, store, and delivery etc).  

 

LIABILITIES : Represent debts owed by the business. Paying cash is often not possible or convenient, so businesses purchase 

goods and services on credit. The name of the account used is Accounts Payable. Another type of liability is Notes Payable. This 

is a formal written promise to pay a specific amount of money at a definite future date.  

 

OWNER’S EQUITY : It is the difference between Assets and Liabilities. This can also be called capital, proprietorship, or net 

worth.  

 

THE ACCOUNTING EQUATION  

 

Assets = Liabilities + Owner’s Equity (This equation must always balance! ) 

 

 
1) Recording Business Transactions  

 

ACCOUNT. An account is an individual record or form to record and summarize information for each asset, liability, or owner’s 

equity transaction. Each account will have a title and number.  

 

Debit means left side.  Credit means right side.  

 

A “T” ACCOUNT is so named because it looks like a capital T. Use this form of an account to help you determine whether the 

amount is placed on the left (debit) or right (credit) side of the account.  

 

Double-entry accounting means that there will be at least two accounts affected by each transaction. 

 

DEBITS MUST ALWAYS EQUAL CREDITS!  

 

 



 
 

 
What is Cash Flow? 

Cash flow refers to the movement of money in and out of your business in terms of income and expenditures. Ideally, you want to 

have a positive cash flow – meaning that more money is coming in to the business than what is going out. If you have a positive 

cash flow, your business will be able to settle its bills and invest in growth. A negative cash flow means you’ll need to find an 

alternative source of income to be able to pay off debts.  

What happens if you don’t keep on top of your cash flow? 

• Too much stock: If you suddenly receive high demand for a product, it’s tempting to order a high volume of material to service 

that demand. However, if that demand then changes you could be left with far too much stock and, potentially, debt from ordering 

the materials. Ordering too much stock might also leave you lumbered with materials that become obsolete and difficult to sell. 

• Long payment terms: Lengthy payment terms can often leave you with long stretches of time when no money comes in. Any 

unseen issues, from a fire at the office to replacing a laptop, can then be problematic due to a shortage of cash while you wait for 

the money to arrive. There’s also the possibility of bad debt, which is when customers do not pay at all. 

• Overspending: It’s very tempting to go on a spending spree when you win a new client – snapping up everything from fancy 

orthopaedic chairs to an office ping pong table. However, you need to remember that you haven’t actually got the money until 

they’ve paid you. Spending money that you don’t have is never the best idea. 

• Overtrading: Just as with stock, it’s easy to get carried away with your business outlook after securing a big order. Employing 

more staff or expanding to more locations might seem like a good idea to grow your business, but you need to have the cash flow 

to back this up. While your profits can vary, your rent and salaries won’t, meaning that you need to be able to withstand short term 

pressure on your finances if you want to grow your personnel and premises. 

Example of a Cash flow statement : 

Strauss Printing Services 

Statement of Cash Flows 

For the Year Ended December 31, 2017 

  
 

    

Cash Flow from Operating Activities:     

  Cash received from customers $  146,000   

  Cash paid for expenses (81,000)   

  Cash paid to suppliers (47,500) $   17,500 

Cash Flow from Investing Activities:     

  Cash paid to acquire additional equipment   (20,300) 

Cash Flow from Financing Activities:     

  Cash received from investment of owner $   10,000   

  Cash received from bank loan 50,000   

  Cash paid for bank loan – partial payment (27,000)   

  Cash paid to owner – withdrawal (20,000) 13,000 

Net Increase (Decrease) in Cash for the Year   $   10,200 

Add: Cash – January 1, 2017 10,800 

Cash – December 31, 2017 $   21,000 

  



 
FINANCIAL STATEMENTS  

 

Summaries of financial activities are called financial statements which are prepared on a regular basis at the end of an accounting 

period. The accounting period typically is one year; however, it can be any length of time for which records are maintained.  

 

There are several financial statements. You are going to prepare the Income Statement, Statement of Owner’s Equity, and 

Balance Sheet. These must be completed in that order.  

Income Statement. This is a summary of a business’s revenue and expenses for a specific period of time. It ONLY shows 

revenue and expenses. These should be listed in order from largest to smallest. (This should be done in this chapter because 

accounts are not given account numbers.)  

 

Net Income is realized when revenue exceeds expenses 

 

Net loss is realized when expenses exceed revenue 

 

 
Statement of Owner’s Equity. This is a summary of the changes that have occurred in the owner’s equity during a specific 

period of time. This statement will show either an increase or decrease in the capital account.  

 

This statement will show either an increase or decrease in the capital account.  

 

Balance Sheet/Statement of Financial Position 

This statement is a listing of the firm’s assets, liabilities, and owner’s equity at a specific point in time. Total Assets must equal 

the addition of Liabilities and Owner’s Equity.  
 

 

Strauss Printing Services 

Income Statement 

For the Year Ended December 31, 2017 

        

Service Revenue $ 160,000 

Less: Expenses     

  Salaries Expense $ 40,000   

  Supplies Expense 26,100   

  Rent Expense 20,500   

  Utilities Expense 11,300   

  Depreciation Expense 5,000 102,900 

Net Income $   57,100 

 

 

Strauss Printing Services 

Statement of Financial Position 

As of December 31, 2017 

        

ASSETS 

Current Assets: 

  Cash $  21,000   

  Accounts Receivable 16,000   

  Prepaid Expenses 4,500 $    41,500 

Non-current Assets: 

  Property, Plant and Equipment   145,000 

Total Assets $  186,500 

  

LIABILITIES AND OWNER'S EQUITY 

Current Liabilities: 



  Accounts Payable $   8,400   

  Rent Payable 8,000 $    16,400 

Non-current Liability: 

  Loans Payable   23,000 

Strauss, Capital 147,100 

Total Liabilities and Owner's Equity $   186,500 

 

 

 

Strauss Printing Services 

Statement of Owner's Equity 

For the Year Ended December 31, 2017 

        

Strauss, Capital $   100,000 

Add: Additional Contributions   10,000 

  Net Income   57,100 

Total $   167,100 

Less: Strauss, Drawings   20,000 

Strauss, Capital – Dec. 31, 2017 $   147,100 

 

 

For a listed company 

 
 
 

What is an 'Accounting Ratio' 

Accounting ratios, also known as financial ratios, are used to measure the efficiency and profitability of a company based on its 

financial reports. They provide a way of expressing the relationship between one accounting data point to another, and are the 

basis of ratio analysis. 

The most cost commonly and top five ratios used in the financial field include: 

1. Debt-to-Equity Ratio 

The debt-to-equity ratio, is a quantification of a firm’s financial leverage estimated by dividing the total liabilities by stockholders’ 

equity. This ratio indicates the proportion of equity and debt used by the company to finance its assets. 

The formula used to compute this ratio is:  

Total Liabilities / Shareholders Equity 

 

2. Current Ratio 

https://www.investopedia.com/terms/a/accounting.asp
https://www.investopedia.com/terms/r/ratioanalysis.asp
https://www.readyratios.com/reference/debt/debt_to_equity_ratio.html


The current ratio is a liquidity ratio which estimates the ability of a company to pay back short-term obligations. This ratio is also 

known as cash asset ratio, cash ratio, and liquidity ratio. A higher current ratio indicates the higher capability of a company to pay 

back its debts. The formula used for computing current ratio is: 

Current Assets / Current Liabilities 

 

3. Quick Ratio 

The quick ratio, also referred as the “acid test ratio” or the “quick assets ratio”, this ratio is a gauge of the short term liquidity of a 

firm. The quick ratio is helpful in measuring a company’s short term debts with its most liquid assets. 

The formula used for computing quick ratio is: 

(Current Assets – Inventories)/ Current Liabilities 

 

A higher quick ratio indicates the better position of a company. 

 

4. Return on Equity (ROE) 

The return on equity is the amount of net income returned as a percentage of shareholders equity. Moreover, the return on equity 

estimates the profitability of a corporation by revealing the amount of profit generated by a company with the money invested by 

the shareholders. Also, the return on equity ratio is expressed as a percentage and is computed as: 

Net Income/Shareholder's Equity 

 

The return on equity ratio is also referred as “return on net worth” (RONW). 

 

5. Net Profit Margin 

The net profit margin is a number which indicates the efficiency of a company at its cost control. A higher net profit margin 

shows more efficiency of the company at converting its revenue into actual profit. This ratio is a good way of making 

comparisons between companies in the same industry, for such companies are often subject to similar business conditions. 

The formula for computing the Net Profit Margin is: 

Net Profit / Net Sales 

 

 

 


