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2

Answer all questions.

Analyse two ways in which food safety legislation might affect production decisions at BBL.
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2 Discuss the advantages and disadvantages to BBL of using lean production.
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3 Fig. 1 below shows a simple breakdown of the annual costs of BBL.

Fig. 1 — Breakdown of BBL's annual costs

Direct labour costs £1,320,000
Direct material costs £2,100,000
Maintenance and cleaning costs £55,000
Overheads £2,500,000

The Finance Manager uses full costing to allocate ‘Maintenance and cleaning costs’ as a proportion
of output of each biscuit variety (see Table 1 and lines 8-12 of the Resource Booklet). He has also
considered allocating this cost by dividing it equally between each of the five cost centres.

Calculate the difference in the allocation of maintenance and cleaning costs between these two
approaches for the Coconut Flake biscuit.

Y 1= [4]
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4 Discuss whether the Finance Manager should change the way in which costing is done at BBL.
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5 Analyse one production based benefit to BBL of taking the decision to invest in a new research
and development facility.
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6* Considering production and other issues, should BBL undertake the proposed joint venture with
DCL? Justify your view.
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