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PlayStation 4 gets a 
head start

The Sony PlayStation 4 was launched in time for 
Christmas. It is Sony’s fastest and most powerful 
games console to date, and at just 2.8 kg it is 

smaller and lighter than the PlayStation 3.
Microsoft was unable to launch its more expensive 

Xbox One games console until a week later in the USA, 
though this was a worldwide launch and therefore the 
Xbox was out before the PlayStation 4 in Europe and 
Australia. Nevertheless, Sony’s first-mover advantage 
led to sales of 1 million units within the first 24 hours. 
However, some existing customers might be annoyed 
that the PlayStation 4 is not backward compatible with 
PlayStation 3 games.

Sony is renowned for selling its games consoles at 
below cost price (i.e. as loss leaders). The PlayStation 3 
was sold at $599 at launch but cost $805 per unit to 
build. Even with large economies of scale during the 
growth and maturity stages of the product life cycle, 
price cuts meant the PlayStation 3 still sold at a loss.

Technology research firm IHS has estimates the cost 
of building a PlayStation 4 to be $381, i.e. only $18 lower 
than its retail price in the USA and Canada. With the 
huge success on day one, that already equates to a gross 
profit of $18 million, though Sony still relies on profits 
coming from customers buying the complementary 
good to the PlayStation 4 — video games.

Growth and evolution of Nokia

Nokia was founded in Finland in 1865 — almost 
120 years before the commercialisation of the mobile 
phone. The company started out making paper and 
diversified into rubber manufacturing, producing 
rubber boots and car tyres, before moving on to 
consumer electronics and telecommunications.

Paul Hoang analyses 
important developments 
in the business world

Questions
1 With reference to the PlayStation, explain the 

relationship between investment, cash flow and 
profit during the various stages of a product’s 
life cycle.

2 Discuss the relative importance of price and 
product in the marketing strategy of games 
console makers such as Sony and Microsoft.

Useful sites
Watch this short BBC video clip about the 
PlayStation 4: www.tinyurl.com/n8rn8cv

Diagram comparing the PlayStation 4 and Xbox 
One. It would make an excellent wall display: 
www.tinyurl.com/ntparnr
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Useful sites
Nestlé’s plans to create jobs for 2,000 young people: 
www.tinyurl.com/qfrhqh4

What are the challenges facing unemployed young 
people? www.tinyurl.com/q6egfnx

At its peak, Nokia was the market leader in the 
mobile phone industry, enjoying up to 49.4% market 
share. In 2005 the company sold its 1 billionth mobile 
phone and by 2007 its market capitalisation was 
$150 billion (£87.4 billion), making it the fifth-most-
valuable brand in the world.

The launch of the iPhone 3G in 2008 marked the 
start of Nokia’s decline. The huge popularity of Apple 
and Samsung smartphones led to Nokia being sold to 
Microsoft for £4.5 billion in late 2013. Shareholders had 
seen enough — Nokia’s share price had dropped 93% 
and its market share declined to 3.2%.

Having been Finland’s pride and joy for almost 150 
years, Nokia now embarks on another new beginning 
in its growth and evolution, as its 32,000 employees 
prepare to transfer to Microsoft in early 2014.

Job cuts continue to hit companies
Job cuts across many industries continue to dampen 
the ability of the world economy to recover from the 
global financial crisis of 2008:
• In mid-November Barclays Bank announced that it 

plans to cut 1,700 UK jobs — about 5% of its entire 

workforce or one member of staff per branch. The 
move was driven by the need to cut costs and the 
increased use of internet banking by its customers.

• Struggling airline Flybe announced it would cut a 
further 500 jobs as part of a £85 million cost-cutting 
plan. It reported a loss of £40.7 million in 2012, 
resulting in 490 job losses.

The BBC has reported an influx of young Europeans 
seeking employment in Australia. This is not surprising 
given the huge youth unemployment rates in the PIGS 
economies (Portugal, Italy, Greece and Spain).

Youth unemployment is defined by the United 
Nations and International Labour Organization 
(ILO) as those aged 15–24 who are willing and able 
to work but cannot find paid employment. The ILO 
estimated that more than 73 million young people 
were unemployed in 2013, representing a global rate of 
12.6% (see www.tinyurl.com/lfkojan). In South Africa, 
70% of those aged below 35 are out of work.

However, it is not all doom and gloom. Japan’s 
Nikkei stock market index and the USA’s Dow Jones 
closed at record highs in November, suggesting that the 
recovery of the global economy is underway. 

Questions
1 Examine the implications of high rates of youth 

unemployment for businesses.
2 Discuss the effectiveness of government 

interventionist policies during a downturn.

Questions
1 Explain two reasons for Nokia agreeing to be 

taken over by Microsoft.
2 Examine the potential problems of Microsoft’s 

growth strategy.

Useful sites
The BBC on the takeover’s winners and losers: 
www.tinyurl.com/pokprdz

Microsoft growth strategy: www.tinyurl.com/obeo7og

‘A shared history of innovation’ — charts the timeline 
of both Nokia and Microsoft and would make a good 
classroom display: www.tinyurl.com/or95ztk

The February 2014 issue of Business Review introduces 
Huawei (pp. 6–7), the world’s largest manufacturer of 
telecommunications equipment
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