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Rachel, Fontane Ltd’s Managing Director, uses human-resource indicators to set goals for the
organisation.
Table 1
Performance Data
for Fontane Ltd
2009 2010 2011
Total number of staff 34 34 35
Rate of absenteeism 3% 2% 3%
Chocolate fountains produced 35 500 36 000 37 500
(@) What is meant by the term ‘rate of absenteeism’?
.............................................................................................................................................. [3]
(b) Using the information given in Table 1, calculate Fontane Ltd’s labour productivity for 2011.
Show your working. [2]
Workings:

Labour productivity for 2011 =

chocolate fountains per worker
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(c) Explain two advantages to an organisation such as Fontane Ltd of setting business goals.

[Total: 9]
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2 Current data for Fontane Ltd indicates:
* an average selling price of £35 per chocolate fountain;
e variable costs per chocolate fountain of £9.60 for labour and £5.40 for materials;
» fixed costs of £500 000 per annum.

(@) (i) On the grid provided below, construct a break-even chart for Fontane Ltd’s current
situation. [6]

(ii) Clearly label the break-even point, and areas of profit and loss on your break-even

chart. [3]
1500000
1000000
£
Cost and
revenue
500000
0
0 10000 20000 30000 40000

Annual output
(Number of chocolate fountains)

Show your workings:
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(b) Given the current data for Fontane Ltd, calculate how much profit it would make if it sold

38 000 chocolate fountains in a year. Show your workings.

Workings:

Profit=£

(c) Evaluate the usefulness of break-even analysis to Fontane Ltd.

[4]
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3 (a) Explain the benefits to Fontane Ltd of having a contingency plan.

(b*) Evaluate likely impacts of fluctuating sterling exchange rates on Fontane Ltd’s ability to make
strategic decisions.
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4 Rachel wants to produce a decision tree in order to help evaluate the expansion options being
considered by Fontane Ltd.

(@) Complete the decision tree below by entering the appropriate value into each of the nodes
and boxes labelled a—k. A box for your workings is provided below. [11]

Expected value

N 0.4 success + £1800000 = a
;\300 (\%\ (=) 0 p
OQéé\;\\o QOQ’ QQQ C -6 failyrg ~ —£100000 = b
70 {Q\\rbb(b(g
&
oé\
(@)
Expected value
k OO,))(?O/}Q>
@ ) d
OO@,@%,Z @f% for sale success_ + £420000
7/
‘900;‘9 cost £30000 0.3 failuyre ——£20000 = R
)
: for hire 0.5 success_ + £600000 = g
cost £90000 +£50000 = -

Workings:
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(b) Explain two limitations of using a decision tree as a decision-making tool.

[Total: 15]
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Fontane Ltd uses a variety of methods to inform its strategic decision-making.

(a) Explain one disadvantage to Fontane Ltd of using payback analysis as an investment
appraisal technique.

(b) Explain one disadvantage to Fontane Ltd of using ARR (accounting (average) rate of return)
analysis as an investment appraisal technique.

(c) Label the two unnamed quadrants in the Ansoff’s Matrix grid below.

Products

Existing New

Existing | Market penetration New product development

Markets

New L I
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(d) State one benefit to Fontane Ltd of using Ansoff’s Matrix as a strategic decision-making tool.

.............................................................................................................................................. [1]

(e) Explain one drawback to Fontane Ltd of using Ansoff’s Matrix as a strategic decision-making
tool.

.............................................................................................................................................. [2]

[Total: 9]
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6 (a) Explain one difference between quantitative and qualitative information.

(b) Using both quantitative and qualitative information, recommend and fully justify which option
(1, 2a or 2b) Fontane Ltd should take.
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7  Whichever option Fontane Ltd takes, an integrated marketing strategy will be needed.

(@) Name two elements of the marketing mix.

7SN [2]

(b) Explain the benefits to Fontane Ltd of having an integrated marketing strategy as it seeks to
expand.

[Total: 6]
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