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Section A Short Questions
( Pre-examination Techniques)

®Note the business terms / terminology In
Business Management Module

® Revise only the relevant areas for the exam

according to the explanatory notes in the C
& A guide

® Answer precisely with suitable explanation
( Marks are usually capped at knowledge
Level + application or explanation)

(Knowledge 1 mark + Application 1 mark)




SECTION A.1 (EF&B-1)

Explain two advantages to a company placing
advertisements in commercial websites to recruit staff.
(4 marks)
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SECTIONA.1 (E93B-1)

Two advantages to a company placing advertisements to recruit staff :

e Larger coverage and easier to access / attract potential
applicants

* Flexibility in size and format in websites to fit the budget

» Cost effectiveness of advertisements in websites(compare
with other advertisement media )

(2 advantages x 2Zm@=4m )
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SECTIONA.2 (F3B-2)

Tal Yau fast food chain found that the food material
cost was higher than the budgeted amount in the third
guarter of the year. ldentify propose two remedial
actions to deal with its problems.
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SECTIONA.2 (8&B-2)

Two remedial actions :

« Buy material in bulk / find suppliers offer reasonable price of
material/ bargain with current suppliers for more discounts

* Train workers to reduce material wastage/better storage of
materials to reduce wastage and theft /buy from reputable
suppliers to ensure product quality

(2 advantages x 2Zm@=4m )
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SECTIONA.3 (B3B-3)

Suggest and explain two appropriate internal
communication methods to enhance employee relations
when a company needs to carry out a mass layoff.

§ (4 marks)
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SECTIONA.3 (B 3B-3)

Two appropriate internal communication methods:

Prior clear verbal / written communication between senior management and staff -
ensure clear and consistent communication at all levels

Suitable explanation to individual / related staff on the layoff action to be taken =
respectful conversation with affected employees to lessen frustration while showing
they are cared by the firm

Collect feedback from staff representatives or labour union before the layoff action -
before or after the mass layoff, the firm can set up focus groups to hear staff feedback
on what company can further improve and share the firm’s future direction

(Any 2 methods X 2@=4m)
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SECTIONA.4 (F38-4)

Tat Man Ltd. sells batteries to car dealers and auto mechanics. The
annual demand is approximately 6,400 batteries. Tat Man Ltd. pays $40
for each battery and estimates that the annual holding cost is 25 percent
of the battery’s value. It costs approximately $20 to place an order
(managerial and clerical costs). Tat Man Ltd. currently orders 534

batteries per month and wants to apply the EOQ model in the
Inventory management.
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SECTION A.4a (P 3B-4a)

Explain the main objective of inventory management.
(2 marks)
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SECTION A.4a (P 3B-4a)

Main objectives of Inventory management:

« Maintain an adequate level of inventory to avoid excessive or
shortage of inventory( to facilitate smooth sales operations

(to meet unpredictable changes in the demand and supply forces.)

 Minimize the costs associated with inventory ( e.g. holding
and ordering cost)

(2m)
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SECTIONA.4b (B&B-4b)

Determine the Economic Order Quantity (EOQ)
and the number of orders to be placed by Tat
Man Ltd In a year.

(4 marks)
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SECTION A.4b (58 88-4b)

(
ol

EOQ and no. of orders:
« EOQ=V2(D)(CPO)/(UC)(ICC)

=\2(6400)($20)/($40)(25%)=160 batteries

(2m)

* No. of orders = 6400/ 160 = 40 orders/yr

(2m)

%)

- BERE= V2 BEFERXE)(BXEENR)/(BEUNRAK(FE

=v2(6400)($20)/($40)(25%)=1601E =t
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SECTION A.5a (P 3B-5a)

What is meant by marketing segmentation?
(2 marks)
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SECTIONA.5a (8 #B-5a)

Marketing segmentation:

 the process of dividing a large market into small
consumer groups with distinct needs,
characteristics and consumption patterns.
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SECTIONA.5b (8 88-5b)

Explain the differences between budget hotels and
five-star hotels in tourism industry in terms of the

demographic factors of their consumer groups.
(4 marks)
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Differences in demographic factors (Any 2 demographic factors x 2@ =4 m)

Budget hotels

Five-star hotel

Age

People from different
ages, mainly young
customers look for low-
price rooms

Mostly middle-aged and old
customers prefer
comfortable living
environment

Occupation | pepple from different

walks of life

Mainly businessmen,
executives, and
professionals

Ineiis Lower / Middle income |Middle /Higher income
rou rou
BRIEHIE hERBIE
Fi: |REABFRAR @ ETE2HR |EEARFARZFEASEHFE

FEASKERBRHEERR
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Section B Cases
( Pre-examination Techniques)

®Have a look of case questions first before you go deep
Into the cases contents in daily practice. Highlight the
contents which are related to the questions you have
read in the process.

® Answer precisely with suitable application to the case
contents ( not answer factual business knowledge from
textbook)

®Marking —relevant phrases with key words (1 m)
-a relevant point with brief explanation (2 m)

-a relevant point or answer elaborated with
illustration of how it is related to the given scenario ( 3m)

28




SECTION B.6a
(£.88-6a)

Discuss two benefits of brand extension strategy

suggested by Mary:.
(4 marks)
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SECTION B.6a (Z,38-6a)

The benefits of brand extension strategies are :
® The new café can get instant recognition and faster acceptance/ large
market share

® [t can save the high advertising costs required to build the brand name of the

new cafe.
® The image of the parent brand ‘Kelvin’ s* can be enhanced / further
strengthened
(2 marks for every relevant benefit with explanation, max 4 marks)
: Lﬁa mRE=EE
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SECTION B.6b (Z#B-6b)

With reference to the characteristics of services, suggest
the appropriate product and pricing strategy for
Kelvin’s Cafe.

(4 marks)
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SECTION B.6b (£ #B-6b)

The appropriate product and pricing strategies are:

Product

» Intangibility: Service cannot be seen until customers arrive in the Café to experience it. The Café
can show its quality through the tangible cues such as clean floor, food menu with pictures, and
well-groomed staff.

» Heterogeneity/Variability: Different waiters or waitresses may provide different services. The
café should train the staff to provide quality services.

Price

» Perishability and fluctuating demand: Service cannot be stored and the supply of service is fixed
in a certain period of time. It’s difficult to match supply and demand of services. The Café may
charge a lower price during non-peak periods to attract more customers.

. (2 marks for every relevant strategy with explanation, max 4 marks)
t)]an)s'i;J{“
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- HEESE  RETEAEERESFIERPHRERERED  EREEAEETFR | FEMIR -
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SECTION B.6¢ (£ 8B-6c¢)

Give two reasons to explain why performance-based
pay does not work for waiters and waitresses.
(4 marks)
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SECTION B.6¢ (£ 8B-6c¢)

Reasons to explain why performance-based pay does not work:

It is difficult to identify specific criteria to measure performance of waiters and
waitresses

It discourages waiters and waitresses to work as a team to support each other in
solving problems or to increase service productivity

* The performance of waiters and waitresses is sometimes dependent on factors
out of their control, e.g. manpower planning, number of absentees, food quality,
customers’ manner (little relationship between effort and performance)

« Rewards that compensate good performance are not large and attractive enough

(2 marks for every relevant reason with explanation, max 4 marks)
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SECTION B.6d (£ #B8-6d)

Suggest two hygiene factors and two motivators that
can be used to motivate employees of Kelvin’s Café.
(6 marks)
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SECTION B.6d (£ #B8-6d)

The hygiene factors and motivators are:
The hygiene factors are:

Comfortable and safe work environment,

e.g. to improve the environment of their rest room

Flexible working hours
Good compensation package
Constructive relationship among peer colleagues

The motivating factors are:

To give more autonomy to waiters and
waitresses in daily work

To recognize employees with outstanding
performance in formal occasions

To promote employees with outstanding
performance to senior grade

To allow employees to participate in the design
of their responsibilities

To provide training or offer advanced skills in
café relating work

(1.5 marks for every factor with explanation, max 6 marks)
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SECTION B.7a (Z.8B-7a)

Compute any three types of financial ratios for Wong’s
Yunnan Rice Noodles in 2015 and 2016 (round to 2
decimal places).

(3 marks)
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SECTION B.7a (Z.8B-7a)

Types of ratios 2015 2016
A) Liquidity ratios Current ratio 2.66 :1 0.65:1
B) Activity ratios Total asset turnover 1.71 times 1.51 times
) Sl [ Gearing ratio 48.83% 57.14%
Debt ratio 55.15% 66.67%
D) Profitability ratios |Net profit margin 4.72% 1.61%

(1 mark for every relevant ratio with accurate calculation, max 3 marks)

B EEs 2015 2016
A) REIEE R 2.66:1 0.65 :1
B) BE(EMLE | MAEBNE 1.71 f& 1.51 {8
Rt 48.83% 57.14%
DLtz Bt 55.15% 66.67%
D) BFILLE RTIERE 4.72% 1.61%

(BIRENLERHELS - &%37)
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SECTION B.7a (Z.8B-7a)

Types of ratios 2015 2016

Current ratio=Current Assets/ Current Liabilities 2661 0.65 :1
Total asset turnover=Sales/Total Assets 1.71 times 1.51 times
Gearing ratio =(Non-current liabilities + 48.83% 57 14%
Preference share capital ) / (Non-current 55'15(y 66.67(V
liabilities + Shareholders’ fund ) x 100% ' 0 : 0
Debt ratio = Total Debts / Total Assets x 100% 4 72% 1.61%
Net profit margin=Net profit/ Sales x 100%

MIBLERIESR 2015 2016
MEEER=REMEE/RE}AE 1 2.66:1 0.65:1
e AR/ AR 171 = 151 =
BEAFEE=R =(3F5ﬁ§7]§1§.+1§.5‘Eﬂ9$)/(3ﬁ5ﬁ§}] 48 83% 57 14%
& &+ BB A) x100% g gl
BELLE =@ E/ HEBE100% 2507 S8/
LEFIE IR = B A/HYE x 100% 4.72% 1.61%
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SECTION B.7b (Z,8B-7b)

Based on the financial ratios in (a), identify three major
problems of Wong’s Yunnan Rice Noodles.

(3 marks)
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SECTION B.7b (Z,8B-7b)

The problems of Wong’s Yunnan Rice Noodles are worsening in:

 Liquidity problem (0.65<1)

« Poor utilization of assets in generating sales ( decrease from 1.71
tol1.51)

« Too heavy debt burden makes it difficult to raise additional funds
(heavy interest burden) that ( gearing ratio from 48.83% to 57.14%)

 Poor profitability (decrease from 4.72% to 1.61%b)

(1 mark for every relevant problem with explanation, max 3 marks)
= KRG BEEREERA -
- IREMENREIRE(0.65<1)
- B FEEELRERRES (AL.71EV£1.51)
- RNEIEBNEREESEEZES (S RET) B1FEERA48.83%
FE57.14%
« BAEERLXE (H4.72% FNEZEto 1.61%)
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SECTION B.7¢ (Z.8B8-7¢)

Apart from using the surplus cash for profitable
opportunities, suggest two possible reasons for Chika
Group to take over Wong’s Yunnan Rice Noodles.

(4 marks)
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SECTION B.7¢ (Z.8B8-7¢)

Possible reasons to take over Wong’s Yunnan Rice Noodles:

Diversification of the business of Chika Group / risk diversification
Fast expansion in Hong Kong and mainland China markets

To understand the business model of Wong’s and their success

factors

To have synergy effect in the operations

(2 marks for every relevant reason with explanation, max 4 marks)
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SECTION B.7d (£ 8B8-7d)

Explain two problems arising from insufficient working

capital.
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(4 marks)
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SECTION B.7d (£ 8B8-7d)

Possible problems arising from insufficient working capital:

* Unable to repay short-term debts

* Interruption of day-to-day operations of the company as
there are insufficient cash and stocks

« Unable to exploit profitable opportunities in the market

(2 marks for every relevant reason with explanation, max 4 marks)
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SECTION B.7e (£.8B-7e)

Suggest two strategies to enhance customer loyalty of
Wong’s Yunnan Rice Noodles.

(4 marks)
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SECTION B.7¢ (£ 8B-7e)

Marketing strategies to enhance customer loyalty:
Creating strong customer bonds:

L]

Frequency marketing program : to reward customers who buy frequently from Wong’s, e.g. points will be given according
to the amount spent in each purchase and the accumulation of points can be used to redeem food

Club marketing program : to offer members special benefits and create member communities, e.g. members may enjoy
food discount or birthday treats

Long-term contract : prepayment to enjoy special food price in future consumption

Add-on services e.g. provide a mobile app for customers to reserve a table and pre-order their meals

Effective handling of customers’ requests and complaints e.g. customer service hotline is available to deal with customers’
enquiries and complaints

Effective communication with customers e.g. via Facebook and other social media

(2 marks for every relevant strategy with explanation, max 4 marks)
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Section C Essay Questions
( Pre-examination Techniques)

®Pay attention to business issues and tackle the problem
from different perspectives.

®Read the questions carefully especially on the context
are specified.

®tailor your answers in short paragraph by paragraph
with elaboration to meet the requirement or the
scenario of questions.

®Marking- Knowledge level + Application of knowledge
+Analysis or Evaluation (1+ 1+ 1 for each elaborated

paragraph)
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Business

SECTION C.8a (R &B-8a)

Explain with examples how a bank
manages the risks of granting housing
loans to local customers buying
residential properties.

(8 marks)
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Business Management Module (BAFS Mock Examination) 2017/18

SECTION C.8a (A #B-8a)

Risk management Strategies for banks granting housing loans :

 Risk avoidance- the elimination of the risk of loss.
e.g. not grant housing loans to residents without regular sufficient
Income .

 Risks assumption- the bank bear the risk of loss.
e.g. The bank set aside a fund to bear the bad debt loss in housing
mortgage.

 Risk reduction- reduce the risk of loss.

e.g. Require customers pledge the house / flat to bank In the
application of mortgage loan. / more In-depth assets and income
Investigation/ credit rating checking /guarantor for borrowers

* Risk Transfer- Transfer the risks of loss to insurance companies.
e.g. Bad debts insurance

( 2 marks for each point with relevant elaboration, max. 8 marks)



SECTION C.8a (A&B-8a)
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BEEEE (B

Business

SECTION C.8b (A&B-8b)

With respect to the property market In
Hong Kong, compare and contrast the
buying decision-making process between
the local buyers and mainland buyers.

(12 marks)
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Business Management Module (BAFS Mock Examination) 2017/18

SECTION C.8b (A&B-8b)

Differences between local buyers and mainland buyers in buying decision-making process :

Need recognition- Local buyers mostly recognize the importance of
housing needs (especially for their life event of residential housing).
Mainland investors are more concern on investment.

Information Search-Sufficient time for local buyers in information
search and familiar to residential property advertisement. Mostly the
mainland investors just depend on property agents / developers’
recommendations.

Evaluation of alternatives- Evaluation time is long and due to expensive
pricing of housing for local buyers. But the evaluation is quick when the
mainland investors have prior detail property information provided by

property agents / developers.
( 3 marks for each point with relevant comparison and application, max. 12 marks)
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Business Management Module (BAFS Mock Examination) 2017/18

SECTION C.8b (A&B-8b)

Differences between local buyers and mainland buyers in buying decision-making process :
« Purchase decision-Price and location are more important for local buyers,

while the expected profit margin and location are very crucial to
mainland buyers / investors.
( **Evaluation of alternatives and purchase decision combined )

* Post-purchase behavior-Less post-purchase re-evaluation and small
Impact on residents (usually buy once for all), while more post-purchase
revaluation and big impact on mainland buyers /investors as repeat
patronage in future.

( 3 marks for each point with relevant comparison and application, max. 12 marks)
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Warm Reminders and Suggestions for
Candidates

®Understand and Interpret correctly the
meaning and requirements of the questions

O LB FREREENESERER

®Give clear answers with relevant explanation
and examples according to question scenario

o /ii T ERER WM UIEEH B F=BE KA
® Handwriting should be neat 45 Vg
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Let” s Enjoy Our Pre-exam Revision
Hold on with perseverance (3F~F% )

Know our Exam Syllabus well

Difficulties to be positively faced
(& 1% [ 27 [R] 28 )

Satisfaction through Hardworking

Excellent results to be achieved
(ST HiE) °




Face the challenge of HKDSE

TRY YOUR BEST
TO GAIN 5**In
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