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1 Matpack Packaging plc

Matpack Packaging PLC (MPP) manufacture plastic packaging for industry. Their
customers include food manufacturers and cosmetics firms. MPP have
approximately 500 employees in each of four different countries with a similar
factory in each country.

Working conditions vary from country to country. MPP have always followed the
employment practices of each of the countries in which they operate. In one country,
they follow very strict rules and regulations governing working conditions. These
regulations include a minimum wage, a maximum number of working hours as well
as extensive non-financial motivators for all employees. In another country, MPP
work within very few rules and regulations so there are far fewer benefits for
employees. Employees are now demanding equal working conditions and benefits
in all MPP factories.

Technology is changing rapidly in the packaging industry. As well as new types of
machinery becoming available, MPP also have to consider new packaging
materials. For example, MPP’s Research and Development team have developed
an environmentally friendly type of food packaging. This is much more expensive to
make and will need new machinery. MPP might be able to sell the new product at a
high price. This could make it more profitable than other types of food packaging.
However, MPP will need to introduce better quality control.

John, MPP’s accountant, has been assessing the possible impact of the new
product on the company’s profits. He estimates next year’s profits, before the new
product is introduced, as:

Forecast Profit and Loss Account 2006 ($million)

Sales 20
Cost of goods sold 13
Gross Profit 7
Expenses 1
Depreciation 2
Net Profit 4

Net profit margin = 20%

If MPP introduce the new packaging product, John expects the following changes:

• Sales up $12m
• Cost of sales up $6m
• Expenses up $1m
• Depreciation up $1m
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(a) Explain the following terms:

(i) non-financial motivators (line 9) [3]

(ii) quality control (line 19). [3]

(b) (i) Calculate the forecast net profit for 2006 if the new product is introduced. [2]

(ii) Calculate the net profit margin after the new product is introduced. [2]

(iii) How might John use the result in (ii)? [2]

(c) Analyse the marketing factors that MPP should consider when launching the new product. [8]

(d) Discuss whether MPP should introduce the same working conditions and benefits in all of its
factories. [10]

QUESTION 2 IS PRINTED ON THE NEXT PAGE.
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2 Our News Ltd

Shepherd and Lucky own and manage Our News Ltd, a newspaper publishing
business. The business produces a daily local newspaper. The business has recently
experimented with a monthly colour magazine aimed at teenagers and young people.
The plan is to stop publishing the daily newspaper and produce only the monthly
magazine. Initial secondary market research results suggest the magazine will be
very popular with advertisers.

Shepherd, who manages the business’s finances, is enthusiastic about the new
magazine. ‘We will make bigger profits from this new product,’ he said. ‘Although we
will need to invest in new technology, some employees will have new job
opportunities and will develop new skills.’

Shepherd has been looking at recent national sales data:

Shepherd thinks that before the business decides to produce a monthly magazine,
more market research will be needed.

Lucky has human resource management as one of her management functions. She
is concerned that changing to the monthly magazine will have an impact on
employees. Lucky knows that many of the staff are worried that the new technology
needed for the monthly magazine will make some employees redundant, while for
other jobs employees do not have the necessary skills.

(a) Explain the following terms:

(i) secondary market research (line 5) [3]

(ii) human resource management (line 14) [3]

(b) (i) Calculate the percentage (%) change in total revenue of monthly magazines from 2002
to 2004. [2]

(ii) Outline additional market information Our News Ltd would find useful before taking the
decision to produce the monthly magazine. [4]

(c) Analyse how Lucky might manage the human resource problems that could result from
changing from a daily newspaper to a monthly magazine. [8]

(d) Evaluate the decision of Our News Ltd to replace the daily newspaper with the monthly
magazine. [10]
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