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Q1
Undertake a complete (internal and external) analysis of Trentware’s current situation and the future scenario it faces.  Use all relevant methodologies from the module.

This assessment of Trentware Pottery is based on studies conducted with the management team. The company is currently performing well. Its financial results over the past five years have show growth. [image: image1.emf]Growth of Trentware Pottery
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 Trentware is split into two divisions - trade ware and retail ware and although overall the company has grown steadily there has been an imbalance in the growth with the Tradeware division being more successful than the retailware.  The gross profit on sales is in line with budget expectations at 15%. The two divisions have been exposed to cyclical changes, for example the Tradeware division suffered during the recession of the late 1980’s and early 1990’s when hotel business levels declined, but the business is now growing  and its order book is  healthy.  
It is a family run company and according to the management team it is enjoying the benefits of having a loyal staff with low staff turnover and therefore consistency in its production output.  The organization has a good reputation in the local labour market and has demonstrated corporate social responsibility and is seen as a caring employer, it is likely that this stems from the paternalistic values of the founders and this culture is considered likely to add to the company’s reputation for high quality in the domestic and product markets,.(Dr Carola Wamsa, Connecting Ideas, Delivering Results, Nov 2003) 

The management team is aware of the imbalance and has commissioned this research. They have already begun taking steps to change The company has changed its product line for retailware and is developing new products such as multiple packs of crockery, eg 24 piece dinner services for the UK and International mass-markets.  

Despite the current success, Trentware’s management is aware that it will face many problems in the near future.  The strength of the pound is making it harder to compete in international markets as it makes the company’s products more expensive. There has been a surge of competition from the low-cost producers in Asia and particularly in the Pacific Rim.  Despite a substantial recent strengthening of the currencies of many of these counties, the massive devaluation they experienced in 1997/1998 ensures they remain highly competitive, posing challenges for European manufacturers and particularly Trentware.

Market and Social research shows there is another threat. Families now eat less formally than they did a generation ago.  Because there is less home entertaining and  more casual home dining there has been a clear reduction in the demand of formal tableware .(supplementary Information Sheet – Number 2)  Additionally sales of less formal , brighter, brash and cheaper designs which are seen to be more suitable for ‘TV dinners’ are rising. Unfortunately Trentware has not been competing in this market which is dominated by the Asian suppliers and with the exception of the new multi-pack, the company has not reacted to the challenge
Trentware is not alone. Many of the UK companies have failed to react in time and between 1996 and 1998, approximately 5,000 pottery jobs have been lost in Stoke on Trent – the capital of the UK pottery and ceramics industry. (Supplementary Information Sheet – Number 2)  
It is the belief of the Trentware management that it is possible to take up this challenge and the joint managing directors have their individual – and very different – ideas about how to proceed.

My own findings have allowed me to produce a SWOT analysis to help clarify our thinking.

SWOT ANALYSIS OF TRENTWARE




I have also looked at Porters Five Forces chart to map out how the different forces will affect Trentware.  Porters Five Forces is used as an extension to the SWOT analysis.









There are two distinctly different strategies suggested by the two managing directors.
Expansion and Renewal is the strategy used by James Cooper and Retraction and consolidation by Peter Cooper.
I will outline these in the next section.
There are areas of agreement.  Both brothers agree that Trentware has to ensure that is moves with the times, not just socially but technologically.  With increased competition overseas and wage costs increases in the UK the company, could consider investment in robotics to automate the processing of the mouldings of their products.  Whilst this technology is expensive, Trentware would benefit in the long term, through lower costs per item produced. Due to a reduction in labour costs and a quality improvement.

 However, the pottery industry is labour intensive and the extent to which technology can replace skilled workers is limited so Trentware will always be reliant on the skills of its workers to add the handles and spouts etc.
While there could be an argument that the company should abandon its business in the retailware sector, both MDs agree that their presence in the retail marker adds value and brand strength to the tradeware division. Therefore closure of the division is not an option.
Q2
What future strategies are available for the firm, based on your analysis?  What would you recommend and why?  Show rationale based on theory and case.

There are many future strategies available for the firm.  I have outlined four possible strategies that are available to Trentware and stated my own recommendations.  
1. James Cooper’s strategy: Cost reduction and market expansion
James Cooper believes that Retailware should continue with its export business, to ensure that Trentware remains and international player.  He is adamant that the division should adopt a cost minimisation strategy, and compete on the basis of high volume and low cost by increasing production runs and selling cheaper than competitors. .  
My recommendation

I think that this strategy will be very difficult especially with the competition from overseas.  In Asia, companies benefit from lower overhead costs such as wages and factory costs and with the strength of the pound, it will be very difficult for Trentware to compete with overseas competitors and still make a profit.  I believe that if the company were to follow this strategy for their retailware division then the quality would fall and there would be a production purely for stock piling. As a result the cost will sprawl down based on usual supply and demand theories
2. Peter Cooper’s strategy : Retrenchment and consolidation of UK market

  Peter Cooper is concerned about Retailware’s ability to withstand the volatility of the international market and believes the division should educe its overseas activity and concentrate instead on increasing its share of the UK market.  
The main problem with this strategy is that there is a significant threat of losing the company’s International identity - especially as International sales make up 70% of Retailware’s total sales.  We have agreed that the Retailware’s prime function to the current position is as a brand leader for the tradeware division. Therefore to cut off the international market would be damaging to much of the tradeware business.  
3. James Cooper’s alternative strategy – Lead the quality field.
James Cooper believes that a quality enhancement strategy would benefit the company and sees RetailWare’s future lying in the production of higher quality items, which are able to support a premium price whilst remaining competitive.  This strategy would require investment in two areas.  
a. The research and development function would need to be far more innovative, both in terms of shape and colour 
b. The product range. Will also need reviewing
 Peter Cooper also sees opportunities for expanding into home furnishing ceramics, such as, table lamps, vases and figurines.  
To make this strategy viable, Retailware would nee to acquire the superior technology capable of fours colour printing.  I believe that this Strategy is a good strategy and is the way forward for the company.
However, we realised that to accomplish this diversification strategy, they will need to develop their products.  The product range of the RetailWare division is not as varied as that of some of its competitors, particularly those from the Pacific Rim countries.  They have failed to keep pace with changes in social and consumer trends.  For many years they have relied on standard designs produced in different colours and print patterns.  The current machinery is limited to producing designs in two or three colours.  If they were to choose a strategy to increase their product range they would need to purchase machines that were capable of four colours.  These machines will cost £100,000.  They will need to purchase five of these machines to make any impact on the output.  In the design and product development, the company tends to be a follower rather than a market leader.  If Trentware were to purchase these machines they would be able to creative innovative designs..  Whilst this may be a huge risk, the rewards would be also be great.

4. Partner for low-cost

Another Strategy that Trentware could use to develop is to work with an Asian firm in producing their goods out in Asia.  The advantages of this is that they would benefit from cheaper production and overheads would be minimised as they would simply be buying in the items as they required them and would become more of a ‘middle man’ by using their good reputation to sell on in the marketplace.  This would also mean that they wouldn’t have to keep on reducing their prices to obtain orders and would be able to keep a good profit margin.  
This could solve the problem for Retailware. However The disadvantages of this idea would be that Trentware would need to lose some of their staff which may cause unrest with the surviving workers and lead to strikes etc.  Also, they will be reliant on workers out in Asia to meet deadlines and will often not be able to take orders on short notice as they will have to account for shipping times from Asia to England but as 70% of their current business is abroad, it may not have too much of an affect.

Conclusion:  Overall, I would recommend that Trentware develops its product range thus purchasing the superior technology to do so.  I think that it should continue to develop its brand overseas, especially as it currently has a high reputation in the UK and abroad and 70% of its retailware business is from overseas orders.  I would recommend that the company should consider increasing exports to the USA where it  is currently showing small market share but with such a large target audience, this market is bound to grow. The benefit of selling overseas is that sales are obtained through agents who are paid on commission only. Whilst this may lower their margins, they would benefit from being able to turnover their stock with little work from their sales managers and sales executives.

I would also recommend that Trentware developed their products, research has shown that times are changing and the customers wants and needs are changing too so for the company to remained successful it is important that they manage this change by offering new and innovative items.  New products that they could make include Vases and Table Lamps as suggested by Peter Cooper.

Q3
Produce a draft plan for the implementation of your chosen strategy, from the new mission and objectives, covering any changes to the organisation’s structure and growth, allocation of resources and possible timescales.

The mission Statement of the strategy is

Q4
Explain how to manage this implementation, including details such as prioritising and timescales, with rationale and reference to leadership, using theory for the module.
WEAKNESSES





Strength of the £ Sterling when exporting


Limited Product Range


Disagreements of future strategies between Directors.








THREATS


Changing market needs


Intense Competition from Asia


Local political/social reaction to any downsizing 


Reluctance to change by staff


Divisions between management team could damage internal controls
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OPPORTUNITIES


New markets in the expanded Europe


New technology ( Robots) and the available capital for investments  


Potential for partnership with low cost providers


Available capital for plant to enable product development






































OPPORTUNITIES





Trentware benefits from having a good reputation.  It would be unlikely for a new entrant in the market to cause a threat to Trentware as the pottery industry is suffering from Job losses so it is unlikely that firms would wish to enter the market at this time. 











STRENGTHS	





Steady Growth


Good Reputation in local labour market


High reputation in domestic and International product markets for high quality.


Use tried and tested methods – steady approach





Potential Entrants





Industry Competitors
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Rivalry amongst existing firms





Buyers





Suppliers





There is intense competition from Asia and other companies are developing their technology before Trentware. 





Hotel buyers happy. But domestic buyers want lower costs





Substitutes





Threat of plastic/cheaper goods









