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INSTRUCTIONS:

1. There are three sections in this paper: SectiagdAnfarks), Section B (36 marks) and Section C
(20 marks).

2. All questions in Section A and B are compulsoryuMre required to answer one of the two
questions in Section C.

3. Showall your workings.
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SECTIONA

AnswerAL L questions in this section.

1. Explain two advantages to a company placing adsesrtents in commercial websites to recruit
staff. (4 marks)

2. Tai Yau fast food chain found that the food matec@st was higher than the budgeted amount
in the third quarter of the year. Identify and pyee two remedial actions to deal with its
problems. (4 marks)

3. Suggest and explain two appropriatéernal communication methods to enhance employee
relations when a company needs to carry out a tagsH. (4 marks)

4. Tat Man Ltd. sells batteries to car dealers and amechanics. The annual demand is
approximately 6,400 batteries. Tat Man Ltd. pay® $& each battery and estimates that the
annual holding cost is 25 percent of the battevgkie. It costs approximately $20 to place an
order (managerial and clerical costs). Tat Man ttdrently orders 534 batteries per month and
wants to apply the EOQ model in its inventory mamagnt.

(&) Explain the main objective of inventory managet. (2 marks)
(b) Determine the Economic Order QuantlB0Q) and the number of orders to be placed by

Tat Man Ltd. in a year. (4 marks)

5. (a) What is meant by marketing segmentation? (2 marks)
(b) Explain the differences between budget hotetkfave-star hotels in tourism industry in terms

of the demographic factors of their consumer groups (4 marks)
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SECTION B

AnswerAL L questions in this section.

6. Kelvin's Take-away has been selling handmade sastthsi and salads with natural,
preservative-free ingredients for more than 3 yaarshe Central District. Because of its
freshness and quality, Kelvin’s food is very popumong those health-conscious consumers.

Recently, several groups of previous customers kdt moved their offices to West Kowloon
expressed that they missed the food of Kelvin'ssyfwvonder why Kelvin’s does not open any
shops there. They also request Kelvin's to operaf@ @ let them enjoy the food in a relaxing
place. The owner, Kelvin Li, seeks advice from Itigsiness consultant, Mary Chan.

Mary said, “Many new premium office buildings arecated in West Kowloon, the market
should be huge and profitable.” She added, “With iticreasing income level and changing
lifestyle, the café business seems promising. Eié can be named as ‘Kelvin’s Café’. This is
brand extension strategy.”

Kelvin worries about the risks of running a café@ shid, “Many restaurants face the problems
of labour shortage and high labour turnover. Beeanf the Statutory Minimum Wage, many
people would rather work as security guards, wiscless physically demanding than working
as waiters or dishwashers. Even they join the icagfendustry, many of them only work for a
few months, or just a few days, and then quit tie j Also, the operation of a café is totally
different from a take-away shop as customers withdnd a higher service level.”

Mary replied, “The labour problems are really sevarowadays. We can change the
compensation system from time-based pay to perfocerdased pay so as to attract applicants
and to retain employees. We may use hygiene faetwd motivators of Herzberg's Dual-factor
Theory to motivate employees. Since a café islyadéferent from a take-away shop, we need
to formulate different service marketing strategies

Kelvin queried, “I doubt whether performance-bapag works for waiters and waitresses. Can
you tell me more specific suggestions of hygiern¢odia and motivators?”

(&) Explain two benefits of brand extension strategygested by Mary. (4 marks)
(b) With reference to the characteristics of servisaggest the appropriate (4 marks)
product and pricing strategy for Kelvin's Cafe.

(c) Give two reasons to explain why performance-basgddoees not work (4 marks)
for the waiters and waitresses.

(d) Suggest two hygiene factors and two motivators taat be used to (6 marks)
motivate employees of Kelvin's Café.

(Total: 18 marks)
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7. Chika Group is a Japan listed company and it noeraips 890 restaurants in Japan selling
ramen, udon, yakitori and pasta, as well as 34aueants overseas. The company hopes to set
foot in 27 countries and increase its presencetétehof 6,000 branches by March 2025.

In a senior management meeting, Mr. Fukabori, tBEEO®f Chika Group, said, “We plan to
make use of our surplus cash to grasp profitabknless opportunities. Wong’s Yunnan Rice
Noodles in Hong Kong is one of our targets. Wong'svell known for its Yunnan-style rice

noodles and expanded its business in recent yed$ dutlets in Hong Kong, including the core
districts of Causeway Bay and Wan Chai. The adguswill help us accelerate expansion in
the Hong Kong and mainland China markets, ridingtan popularity of the Wong’s brand of
rice noodles.”

Ms. Kato, the group’s Chief Financial Officer, respled, “I have some reservations. | have
collected some financial data from this rice noodtenpany and find that there are some
problems in Wong's.” Ms. Kato then presented théowaing financial data of Wong's to the
participants in the meeting:

2015 2016

(HK$'000) (HK$'000)
Sales 128,000 128,500
Current assets 24,600 12,200
Fixed assets 50,200 72,800
Current liabilities 9,240 18,900
Total liabilities 41,250 56,670
Net profit 6,040 2,070

Ms. Kato continued, “If we use all our surplus céslacquire Wong's, we will have the problem
of insufficient working capital.”

Mr. Miyano, the group’s Marketing Director, addetirom the perspective of Marketing,
Wong’s is very poor in retaining customers. Theweédr done nothing to enhance customer
loyalty.”

Mr. Fukabori said, “Funding is a problem but outufe must be considered seriously. Wong’s
excels in many areas. We can supplement each ashge have a very strong Marketing team
to develop customer retention strategies.”

(@) Compute any three types of financial ratios for Weryunnan Rice Noodles(3 marks)
in 2015 and 2016 (round to 2 decimal places).

(b) Based on the financial ratios in (a), identify #thraajor problems of Wong’s (3 marks)
Yunnan Rice Noodles.

(c) Apart from using the surplus cash for profitabl@ofgunities, suggest two (4 marks)
possible reasons for Chika Group to take over Wookghnan Rice Noodles.

(d) Explain two problems arising from insufficient warg capital. (4 marks)

(e) Suggest two strategies to enhance customer logaltyong's Yunnan Rice (4 marks)
Noodles.

(Total: 18 marks)
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SECTIONC
AnswerONE question in this section.

8. Hong Kong’s property market is expected to rienmrabust in the near future, amidst strong
domestic and foreign demand and an improvemerganamic conditions. The housing loans also
hit an extremely high record in banks.

“Whilst domestic demand is strong, mainland Chinasgers have been investing in Hong Kong
residential properties as a hedge against podsititeer depreciation of the renminbi,” according
to a recent property market survey.

(a) Explain with examples how a bank manages its rigkgranting housing loans to local

customers buying residential properties.
(8 marks)

(b) With respect to the property market in Hong Kongmpare and contrast the buying
decision-making process between the local buyatsrainland buyers.
(12 marks)

(Total: 20 marks)

9. Super Food Company Limited is a leading brand produhigh quality dairy products, which
originated in Hong Kong with its own plants locatedhe New Territories. With a focus on staff
training and effective performance appraisal, tampany gains a significant global market
share selling through oversea wholesale agenttoaatiself-owned retail chains.

(@) Explain with examples the basic steps of perforraappraisal process in Super Food

Company Limited.
(8 marks)

(b) With reference to the marketing mix strategies, para and contrast the differences
between selling dairy products through oversea edalé agents and local self-owned

retail chains.
(12 marks)

(Total: 20 marks)

END OF PAPER
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