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Guardian Toys (GT)

GT is a public limited company. It was set up 50 years ago in country Y. Shareholders were the
main source of capital when the business expanded but bank loans have also been used. The
company has recently allowed its employees to join a trade union which will have an effect on GT
and its employees.

The company manufactures a range of toys for babies and young children below school age. These
toys are sold to large toy shops throughout country Y and in other countries. However, the Marketing
manager wants to develop online sales. He thinks GT’s toys should only be sold using e-commerce,
not through retailers. This will help prevent any communication barriers.

The Operations manager thinks that GT needs to reduce average costs to remain competitive in
the global market. GT uses batch production to manufacture all the many designs of toys it sells.
The Operations manager also thinks that the development of new toys should be changed for the
different markets in other countries. Each market needs something different to make the toys a
success.

GT buys from suppliers in country Y that it has dealt with for many years. GT uses just-in-time
inventory control. The design of the toys has not been changed for a number of years. Sales have
fallen over the past 12 months. Prices were increased last year to maintain profit margins.

The Human Resources (HR) manager is worried about low levels of worker motivation and the time
taken to negotiate a new wage agreement for the production workers.

Appendix 1

Advertisement for GT

GT - your specialist quality toys. The greatest care goes into the design of each and every one of
our many toys. The education and safety of your child are our main priorities. Our toys are available
from all good toy shops at competitive prices.
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To: Marketing manager
From: Operations manager
Date: 1 September 2018

Re: Need to cut costs

Appendix 2

Email

As discussed at our last meeting, we need to cut the average cost of making each toy. We could
choose cheaper suppliers but this may mean we have to buy from suppliers in other countries. We
could change the design of the toys so that we use fewer components (parts) when making the

toys.

We have tried to do this with our toy car. We can reduce the number of components from 50 to 40
if we make the main car body out of one piece of plastic rather than several pieces. We could look
at many of our other products to see if this is possible. We must be careful that it does not make
the toys less attractive to customers.

Appendix 3

Financial and other information for GT and a main competitor

GT Main competitor

Annual revenue for latest financial $20m $25m
year
Increase in sales from previous 20, 59,
year
Cost of sales for latest financial $5m $3m
year
Profit margin 10% 20%
Chapge in profit margin from Lower Higher
previous year
Current ratio 1.5 2.5
Acid test ratio 1 2
Number of different designs of 200 100
toys
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1 (a) lIdentify and explain two advantages and two disadvantages of GT being a public limited
company.
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(b) Consider the advantages and disadvantages of the following two options for distributing GT
products. Recommend the option GT should choose. Justify your answer.

Continue selling to 1arge SNOPS: ......ciiiiiiiii e
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2

(a)

Identify and explain two roles of the Operations manager at GT.
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(b) Consider the following three ways GT can reduce the average cost of products. Recommend
the best way to choose. Justify your answer.

Change to a cheaper supplier of raw materials: .............eeuviiiiiiiiiiiiiiiiiiiieeeeeeeeeeeeeee
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(a)

Identify and explain two factors GT should consider when developing products for markets in
different countries.
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(b) Consider how the following three communication issues affect GT. Which one of these issues
is likely to cause the biggest problem for GT? Justify your answer.

Different languages are spoken in GT’s markets in other countries: ............cccccccviieennenn.

© UCLES 2018 11_0450_21_2018_1.16 [Turn over



4

(a)

Identify and explain one effect on GT and one effect on GT’'s employees of workers being
members of a trade union.
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(b) Refer to Appendix 3. Consider how the information in Appendix 3 will help the following three
users of accounts. Which user will find the information most helpful when taking decisions?
Justify your answer.
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