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(@) What is meant by the term ‘mission statement’?

(c) KM plc has put together a business plan for the expansion into the South West. Explain two
reasons why it is important that KM plc includes financial planning as part of this document.

[Total: 11]
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2 (a) KM plc uses break-even analysis to help decide whether it is worthwhile setting up in a
new region. Describe three reasons why firms might think break-even analysis is a useful
decision-making tool.
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Simon was keen to take the contract for the move from Scotland to Guernsey. The resources
KM plc would need are:
o one Removal Supervisor for 36 hours;

J three Removal Assistants for 36 hours each;

* two vehicles, each costed at £650 (including fuel, overnight accommodation and shipping
costs).

Six containers would be used and the standard KM plc customer charges would apply, except for
the Additional Distance Charge which would be raised to £235 per 100 miles to cover the overnight
accommodation and shipping costs to Guernsey. Simon measured the distance at 800 miles in
total.

(b) Calculate how much profit or loss KM plc would make on this one-off removal from Scotland.

[6]

Show your workings:

Profitorloss = ...oooveeveeeeeeieeee,
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(c) Evaluate the decision to accept this removal contract.
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7

Simon studied the performance data for the South Wales region for August 2008 (see below).

South Wales region — August 2008 (22 possible working days)

Total number of removal staff (Supervisors and Assistants) 18
Total number of storage staff (Supervisors and Assistants) 5
Total number of direct removal contracts completed 31
Total number of removal contracts completed into storage 8
Containers removed direct to new house 181
Containers moved into storage 52
Removal staff absences 7
Storage staff absences 16
Annual removal staff labour turnover 5%
Annual storage staff labour turnover 40%

(a) What is meant by the term ‘labour productivity’?
Turn over
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(b) (i) Simon measures labour productivity in terms of containers moved per removal staff.
Calculate the labour productivity for all removals in South Wales in August 2008. [3]

Show your workings:

Labour productivity = .......ccooveeiiiiiiiree,

(ii) Calculate the rate of absenteeism among storage staff in South Wales in August 2008.

[3]

Show your workings:

Rate of absenteeism = .......ocoovvviiiviiiiiii,
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(c) Analyse possible reasons why there is a difference in absenteeism and labour turnover
between the removal staff and storage staff in the South Wales region.

[Total: 14]

© OCR 2009 Turn over



10

[12]

(@) Complete the decision tree below.
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(b) Assess the extent to which a decision tree is useful to KM plc in its strategic decision-making.
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5 Simon was naturally cautious about the proposed expansion. He convinced the Directors of
KM plc to spend time contingency planning.

(@) What is meant by the term ‘contingency plan’?

[Total: 7]
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6* Using qualitative and/or quantitative information other than a decision tree, recommend and justify
which of the three South West expansion options KM plc should select.
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