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Section A

Question 1

a) Pricing is the only one of the ‘4Ps’ of the marketing mix that generates revenue.  Describe four objectives of pricing.  


(8 marks)

b) There are numerous pricing methods available to organisations.  Explain how any two of the following pricing methods work.  


(8 marks)

(i) Cost plus pricing

(ii) Going rate pricing

(iii) Market skimming

(iv) Market penetration

c) In the modern business it is no good pricing your products correctly if you cannot deliver them to your customers.  Delivery of a company’s products is done by logistics companies.  Discuss the range of activities that logistics encompasses.  







(10 marks)

d) Chen Industries is looking to build a distribution centre that will collect components from three suppliers, and send finished goods to six regional warehouses.  The locations of these warehouses and the amounts supplied/demanded are shown in the following table.  Determine using the centre of gravity technique the coordinates where they should start looking for a suitable site.  Comment on your findings.  



(14 marks)

	Location
	X Y co-ordinates
	Supply/demanded

	Supplier 1
	86, 7
	36

	Supplier 2
	90, 39
	60

	Supplier 3
	6, 94
	74

	Warehouse 1
	78.22
	24

	Warehouse 2
	89, 54
	15

	Warehouse 3
	70, 84
	22

	Warehouse 4
	11, 85
	35

	Warehouse 5
	9, 22
	55

	Warehouse 6
	40, 48
	30


Section B

Question 2

a) Define what is meant by the term budget.  



(2 marks)

b) Discuss the advantages and disadvantages of budgets.  

(8 marks)

c) The following data relates to budgeted information for Edwards Engineering Ltd a sole trader which commenced trading on 1 July 2008.

Prepare a cash budget for the six months ending 31st December 2008, using the following information.     





(20 marks)
	
	July
	August
	Sept
	Oct
	Nov
	Dec

	Production Target (units)
	700
	900
	1100
	1100
	1100
	800

	Sales Target (units)
	350
	600
	1000
	1200
	1200
	1100


The units are to be sold at £62 each, and customers will be allowed two months credit

The cost of materials in £19 per unit, payable in the month following production

Direct labour and variable costs are £12 per unit and £7 per unit respectively, payable during the month of production.

A small unit is to be rented at an annual cost of £5,000, rent being payable quarterly in advance, the first payment due on July 1st.

Salaries will initially be at the rate of £300 per month, but an additional administrator will be employed from 1st September at an annual salary of £6,000

Other fixed costs are anticipated to be at the rate of £375 per month.

A second hand lathe will be leased at the rate of £200 per month from 

1st September.

The owner will introduce £6,000 of his own capital to start the business, and has negotiated a loan of £15,000 from his local development agency, under which no repayment instalments fall due for six months.  He will draw £750 per month from the business account and an additional £500 in December for the Christmas holiday.

Question 3

Many company initiatives or new schemes often fail due to poor management of change.  Prepare a detailed report that clearly addresses the following issues in change management.

a) The reasons for change.
 




(8 marks)

b) The barriers to change.
 




(8 marks)

c) The differences between incremental and fundamental change. 










(7 marks)

d) Causes of failure in managing change. 



(7 marks)

Question 4

Johns and Rees Ltd produce graphics cards for the computer industry.  They budget to sell 35,000 units even though the company can manufacture 45,000 units under normal trading conditions.

Fixed costs are £180,000

Selling price per unit is £22

Material costs, overhead costs and wages are taken as £14 per unit.

a) Calculate the break-even point.  




(4 marks)
b) Draw a break-even chart showing the company’s present position.  











(6 marks)

c) Calculate the margin of safety if production falls to 30,000 units.  











(4 marks)

d) Thomas Ltd has the following costs for setting up machinery £9,000, for ordering materials £3,000, for inspecting the material £2,000 and sales ledger expenses £8,000.  There is also the following information:

PRODUCTS
     A

     B









     £

     £

Direct materials



  8,000
  7,000

Direct labour




10,000
15,000

Number of set-ups



       20
       30

Number of purchase orders

  4,000
  1,000

Number of inspections


     100
     150

Number of sales invoices processed
  7,000
  3,000

Number of products



16,000
10,000

Calculate the following costs:

(i) Activity cost driver rates for set-ups, inspections, purchase orders and sales invoices. 






(8 marks)

(ii) Total overhead costs for products A and B. 


(8 marks)

Question 5

Nutlink Ltd makes a range of transformers for laptops and other portable equipment.  They are keen to improve the way in which they develop new products.

a) Briefly describe to the managing director a suitable approach to new product development.  







(15 marks)

b) With the aid of a diagram explain how the product life cycle can be used to manage a company’s portfolio of products.  



(7 marks)

c) Explain why a product is referred to as a bundle of benefits.  
(8 marks)
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Section A

Question 1
Leppard Ltd builds laptops and notebook computers for the business professional.  The company is considering offering new service where laptops are customised to the clients needs.

a) New product development is an essential stage of the marketing process.  Using a suitable approach to new product development, advise Leppard on what they need to consider as part of this process.  (16 marks)

b) A business makes three products

Product Code

B14

B17

B22
Selling price per unit (£)
 25

 20

 23

Variable cost per unit (£)
(10)

 (8)

(12)

Weekly demand

 25

 20

 30

Machine time per unit
4 hours
3 hours
4 hours

All three products are made using the same machine and machine time is limited to 148 hours a week.

What combination of products should be manufactured first if the business is to produce the highest profit?  (12 marks)

c) Explain briefly how four of the following pricing methods.  (12 marks)

(i) Penetration pricing 

(ii) Skimming 

(iii) Cost plus pricing 

(iv) Demand pricing 

(v) Competitor pricing 

Section B

Question 2

e) A computer assembly plant has planned to take components from three suppliers and send finished goods to six regional warehouses.  The locations of these warehouses/suppliers and the amounts supplied/demanded are shown in the following table.  Determine using the centre of gravity technique the coordinates where they should start looking for a suitable site.  Comment on your findings.  (18 marks)

	Location
	X Y co-ordinates
	Supply/demand

	Supplier 1
	91, 8
	40

	Supplier 2
	93, 35
	60

	Supplier 3
	3, 86
	80

	Warehouse 1
	83, 26
	24

	Warehouse 2
	89, 54
	16

	Warehouse 3
	63, 87
	22

	Warehouse 4
	11, 85
	38

	Warehouse 5
	9, 16
	52

	Warehouse 6
	44, 48
	28


f) Logistics companies are responsible for ensuring the customers products are delivered to the right location at the right time.  Describe four activities that logistics encompasses.  (12 marks)

Question 3

The following information refers to Lake and Hughes Ltd., and shows the forecast from June 2004 to March 2005 

Sales are at £48 per unit.  The sales forecast (in units) is:




Jul
Aug
Sep
Oct
Nov
Dec
Jan
Feb

No of units

980
1,020
1,040
1,080
1,180
1,240
1,280
1,360

Debtors are expected to pay 2 months after invoice

Production is budgeted as:




Jul
Aug
Sep
Oct
Nov
Dec
Jan
Feb

No of units

1,040
1,040
1,100
1,200
1,240
1,300
1,360
1,400

Materials costs are £20 per unit, payable in the month of production

Labour costs are £12 per unit, payable in the month of production.

Fixed costs are £3,000 per month, payable in the month of production

Variable costs are £8 per unit, payable in the month of production

Capital Equipment, costing £15,000 will be bought in December

The bank overdraft on 1 September is estimated to be £4,000, and the agreed overdraft limit is £20,000

Prepare a cash budget for the period 1st September 2004 to 28th February 2005 inclusive, showing the cash balance at the end of each month. 

(23 marks)

Comment of the budget, and suggest how this might be improved.  

(7 marks)

Question 4

Kirk Engineering Ltd undertakes a range of general engineering work, including production of pulley wheels for fishing boats.  The business has received an enquiry for 20 pulley wheels and it is estimated that each pulley wheel will take 3 direct labour hours to make and require £8 of materials per pulley.

The business expects to incur the following costs during the next month:


Indirect labour Cost


£8,500


Direct labour time


6000 hours


Depreciation of machinery

£3,000


Rent and rates


£4,000


Direct labour costs


£30,000


Heating, lighting and power
£2,000


Machine time



1800 hours


Indirect materials


£700


Direct material costs

£2,500

Determine the following:

a) The full cost of making the 20 pulleys.  (14 marks)

b) Using the answer from (a) determine the final price quoted for the job assuming the company wishes to make a 25% profit on the order.  

(4 marks)

c) Explain why activity based costing is widely used in modern business as a way of costing.  (12 marks)

Question 5

Buckingham Partners produce a range of innovative wireless technology.  In 2008 they have budgeted to sell 45,000 units of Product X despite the fact they can produce 50,000 units under normal trading conditions.  Using the following data:


Fixed Costs £750,000


Selling price is £63 per unit


Variable costs are £43 per unit

a) Calculate the break-even point.  (6 marks)

b) Explain the advantages and disadvantages of using break-even analysis.  (7 marks)

c) Calculate the profit or loss if output falls to 70% of current capacity.  

(8 marks)

d) Describe how contribution analysis can be used to determine if a product or service making a loss should be withdrawn or not.  (9 marks)
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Instructions

Answer all parts of Section A and answer any two questions from Section B

Calculators maybe used

Graph paper to be provided

Section A

Question 1

Ettle Ltd produce mass storage devices and have recently suffered from high staff turnover, poorly motivated workforce and a lack of team working.  Prepare a report that addresses the following issues:

a) Discuss the various initiatives the company can take to help manage stress in the workplace.  (15 marks)

b) A well motivated workforce is an essential ingredient of success.  Explain the steps that Ettle can take to ensure their workforce is fully motivated.  (13 marks)

c) Using a model of your choice briefly explain the stages that the company should take to ensure the successful formation of a new product development team.  (12 marks)

Section B

Question 2

The reliability of modern manufacturing processes and the computer systems that control them are vital in ensuring profitability of a business.

a) Explain what is meant by the terms failure and reliability.  (4 marks)

b) A leading computer manufacturer has collected the following data related to repairs required by one its laptops over the past 10 years.

	Year
	1
	2
	3
	4
	5
	6
	7
	8
	9
	10

	Failure rate
	25,000
	7500
	900
	550
	590
	600
	685
	1600
	20,000
	160,000


Use this information to draw a bath-tub curve and explain the significance of each of the main sections.  (12 marks)

c) Calculate the reliability of the following system and comment on how it can be improved.  (14 marks)
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Question 3

Buckingham Partners produce a range of innovative wireless technology.  In 2008 they have budgeted to sell 45,000 units of Product X despite the fact they can produce 50,000 units under normal trading conditions.  Using the following data:


Fixed Costs £750,000


Selling price is £63 per unit


Variable costs are £43 per unit

a) Calculate the break-even point.  (6 marks)

b) Explain the advantages and disadvantages of using break-even analysis.  
(7 marks)

c) Calculate the profit or loss if output falls to 70% of current capacity.  

(8 marks)

d) Describe how contribution analysis can be used to determine if a product or service making a loss should be withdrawn or not.  (9 marks)

Question 4

Total Quality Management (TQM) is not a new phenomenon and many large global corporations have adopted the principles of TQM as a way of managing their businesses

a) Describe two ways in which quality can be defined.  (6 marks)

b) Discuss the essential ingredients of TQM stating why they are so important.  (15 marks)

c) Distinguish between the terms quality and grade.  (4 marks)

d) Briefly describe what are considered five bad practices of TQM.  (5 marks)

Question 5

Kirk Engineering Ltd undertakes a range of general engineering work, including production of pulley wheels for fishing boats.  The business has received an enquiry for 20 pulley wheels and it is estimated that each pulley wheel will take 3 direct labour hours to make and require £8 of materials per pulley.

The business expects to incur the following costs during the next month:


Indirect labour Cost


£8,500


Direct labour time


6000 hours


Depreciation of machinery

£3,000


Rent and rates


£4,000


Direct labour costs


£30,000


Heating, lighting and power
£2,000


Machine time



1800 hours


Indirect materials


£700


Direct material costs

£2,500

Determine the following:

a) The full cost of making the 20 pulleys.  (14 marks)

b) Using the answer from (a) determine the final price quoted for the job assuming the company wishes to make a 25% profit on the order.  

(4 marks)

c) Explain why activity based costing is widely used in modern business as a way of costing.  (12 marks)
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Instructions

Candidates should answer all parts of section A and only two questions from section B

Electronic calculators may used 
Section A is worth 40% of the marks

Section B is worth 60% of the marks

Section A

Question 1

a) Leppard IT Technologies have developed new wireless technology.  The company wants to protect its designs and technology.  Advise Leppard how they can protect their new product.  (15 marks)

b) New product development is an essential stage of the marketing process.  Using a suitable approach to new product development, advise Leppard on what they need to consider as part of this process.  (15 marks)

c) Explain briefly the following methods of pricing

a. Penetration pricing (2 marks)

b. Skimming (2 marks)

c. Cost plus pricing (2 marks)

d. Demand pricing (2 marks)

e. Competitor pricing (2 marks)

Section B

Question 2

Austin & Webb Ltd maintain the IT system for a large multi-national company.  Recently, they have come under pressure to improve their performance and the company has decided to use Pareto Analysis to enable it to target resources in the correct areas.  Using the data below complete the following tasks.

	Defect
	Frequency (f)

	Password errors
	208

	Software failure
	19

	Computer down
	53

	Internet access
	65

	Server problem
	10

	Network problem
	12

	Projector issue
	6

	Log on issue
	8


a) Construct a Pareto diagram.  (12 marks)

b) Comment on your findings from the Pareto Chart.  (6 marks)

c) Quality can be defined in many different ways.  Discuss three ways in which quality can be defined using examples to support your answers.  
(12 marks)
Question 3

Johns and Rees Ltd produce graphics cards for the computer industry.  They budget to sell 35,000 units even though the company can manufacture 45,000 units under normal trading conditions.

Fixed costs are £180,000

Selling price per unit is £22

Material costs, overhead costs and wages are taken as £14 per unit.

Calculate

a) The break-even point.  (6 marks)

b) Draw a break-even chart showing the company’s present position.  

(6 marks)

c) The margin of safety if production falls to 30,000 units.  




(4 marks)

d) The budgeted profit for the period assuming opening and closing stocks are the same  (6 marks)

e) Prepare a short report advising management on your findings (8 marks)

Question 4

Saunders Computing Ltd is a well established business that wishes to develop a marketing strategy.  They have been advised by a team of consultants to perform PEST analysis prior to developing a marketing strategy.

Explain to Saunders what PEST analysis is and its uses.  Use examples to support your answer.  (30 marks)

Question 5

The following information refers to Lake and Hughes Ltd., and shows the forecast from June 2004 to March 2005 

Sales are at £48 per unit.  The sales forecast (in units) is:




Jul
Aug
Sep
Oct
Nov
Dec
Jan
Feb

No of units

980
1,020
1,040
1,080
1,180
1,240
1,280
1,360

Debtors are expected to pay 2 months after invoice

Production is budgeted as:




Jul
Aug
Sep
Oct
Nov
Dec
Jan
Feb

No of units

1,040
1,040
1,100
1,200
1,240
1,300
1,360
1,400

Materials costs are £20 per unit, payable in the month of production

Labour costs are £12 per unit, payable in the month of production.

Fixed costs are £3,000 per month, payable in the month of production

Variable costs are £8 per unit, payable in the month of production

Capital Equipment, costing £15,000 will be bought in December

The bank overdraft on 1 September is estimated to be £4,000, and the agreed overdraft limit is £20,000

Prepare a cash budget for the period 1st September 2004 to 28th February 2005 inclusive, showing the cash balance at the end of each month. 

(25 marks)

Comment of the budget, and suggest how this might be improved.  

(5 marks)

R1





R2





R3





R3





R4





R5





R7





R6








