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Making Doughnuts
1. Manufacturing process for Doughnuts
Doughnuts are cookery products made from baking flour. The item key ingredients, among others, are baking flour, sugar, yeast, salt and frying oil. The process involves preparing the flour first, cutting it down into doughnut products and frying the pieces. Yeast is important in the process to facilitate raising of the dough after mixing. It takes approximately 45 minutes to mix and prepare the flour, 2 hours and some frying time depending on the amount of doughnuts being prepared. To make the products more attractive and tasty, sugar or chocolate coating can be done. Such coating will also distinguish the product from those of competitors and increase its preference in the market. Proper market research can be done to understand the desired coating material in different regions to facilitate matching the product to customer preferences.
2. Industry trends to be aware of and primary competitors
In ensuring success of the product and the venture, it is important to monitor some trends to help remain on top of business. Some of these trends are like changes in customer preferences, number of competitors in the market, number of competing products in the market, per capita levels in the region and also levels of economic activities. Monitoring customer preference trends helps in changing our products to match the preferences (Martínez-Monzó, García-Segovia & Albors-Garrigos, 2013). By being on top of this trend helps in matching up and gaining customer loyalty before competitors catch up. In knowing of the number and nature of competitors in the market, an entrepreneur is able to do proper projection of possible market share thereby doing proper revenues projection. Knowing their nature can also help a firm in taking advance measures to cushion and counter the effects of competition
Other very important trends are the per capita levels and economic activities in the locality. These two determine the ability to purchase the products. Improving economic conditions means that individuals will have more disposable incomes and this can increase demand for the company products subject to effects of the other factors determining demand. Lifestyle trend is also another aspect whose monitoring can shed light and facilitate planning in advance. Planning in advance helps in taking advantage of opportunities and preparing well for foreseen unavoidable hard business times. Lifestyle changes can mean a demand for a totally new product necessitating a business to change production processes to cater for the same.
Like any other business, there are direct primary competitors expected. Doughnuts will compete directly with some other tea items in the market. These products include cookies, bread, etc. apart from these distinct products, the business product will also compete directly with doughnuts made by other companies. It is also expected that some people make their own doughnuts over weekends and use them for the week. These homemade doughnuts are also expected to be primary competitors of our doughnuts but we will seek product differentiation and extensive promotion and advertising to catch and sustain a good market share.
3. Measures to improve bottom line and concerns going forward
Some steps will be taken to boost the bottom line and ensure business success. These measures include doing extensive marketing, looking for more sales agents on commission basis, investing in research, optimising on the fixed costs and striving to look for the best dealers for the business suppliers. Advertising will facilitate creation of awareness and its actual conversion into a market share (Luo & de Jong, 2012). Sales agents will complement the advertising by availing products to the customers and convincing them on the need to prefer our products. Optimising on the fixed costs through more production levels for the same fixed costs will improve our revenues without affecting the fixed costs and improve on our bottom line.
Dealers who have been in the market but without their production facilities understand the markets better. Taking advantage of them and offering merchandise at fair prices will go a long way in helping in our market penetration goal. It will also reduce our marketing need as such dealers have their own marketing capability thus saving us some coins. We will also continue to look for cheaper and better suppliers who can offer their goods at more friendly terms. This will facilitate credit purchases which will reduce our cash cycle and improve our cash flow position. This will improve our ability to take advantage of opportunities. A focus will be on the prices offered, possibility of credit supplies and just on time delivery.
4. Equipment to purchase, capital budgeting factors to consider and relevant costs in the decision
I would consider the acquisition of an automatic rolling and cutting machine. This will improve on the speed of production and ensure uniformity of the end products.
Capital budgeting factors I will consider include the expected savings in cost of production, technological skills requirement in operation, expected lifespan of the machine, local availability of support services and also economic viability of the economic run time of the machine. I will also consider relevant costs like the cost of the machine and the source and cost of funding the acquisition as advised by Bierman and Smidt (2012). The weighted average cost of capital will be considered if the funding will be from more than one source of finance as advised by Fernandez (2010).
The factors, together with the costs will determine the viability of the investment in the machine in light of the wealth maximization principle through the net present value technique. Technological skills requirement will determine if additional labour hence costs will be needed and also if some workforce may become redundant. Lifespan will help in evaluating the cost of the machine while local availa1ity of support services will ensure uninterrupted production through timely action in case of a breakdown. Economic runtime of the machine will also be considered as if it is too much, we may lack enough market for the production forcing us to dispose at low prices or run the machine uneconomically which is disadvantageous to us.
On the costs, it would be worth it if the cost of the machine can be low, cause a significant saving in production labour and cost and if the cost of the funding is low and with other favourable terms like repayment period and little attachment to assets of the business.
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