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Everyday Suits

Simon owns a business called Everyday Suits. It is a private limited company. The business makes
suits for men using batch production. The production workers are paid an hourly wage. They have no
fringe benefits, as Simon believes the workers should be happy that they have a job. Simon employs
100 production workers who work on the production of suits. He has 5 employees who help him in
the office. There is only one manager who is responsible for Finance. Simon carries out all the other
management functions for the business.

The business has grown quickly and profits have also increased rapidly over the last two years. To
finance the rapid growth of the business Simon has taken out a large bank loan for $15000 which is
being repaid over 5 years.

Simon wants to continue to expand the business. He wants to increase the range of suits to add to his
current range of medium priced suits. There is a lot of competition for medium priced suits and this
market segment is not growing. He has identified two other market segments for suits, both of which
have increasing demand. However, he is unsure which market segment option to choose.

Option 1:

Start selling expensive suits that are hand made and of high quality material. These suits would be
made to measure for each customer and individually designed. The market for these suits is a niche
market. He would need to employ more skilled workers.

Option 2:
Start selling low priced suits to the mass market. However, to enter this market Simon will need to
invest in machinery to produce suits on a large scale. He could gain from economies of scale which
would be an advantage.

Appendix 1

Balance Sheet for Everyday Suits at 31st August 2011 in $

2011 2010
Fixed Assets
Equipment 20000 20000
Current Assets
Stock 10000 5000
Debtors 30000 10000
Cash at Bank 0 5000
Total 40000 20000
Current Liabilities
Creditors 10000 20000
Overdraft 20000 0
Total 30000 20000
Working capital 10000 0
Net Assets employed 30000 20000
Financed by:
Share capital 10000 10000
Profit and loss reserves 5000 10000
Bank loan 15000 0
Capital employed 30000 20000
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Appendix 2
Proposed Organisation Chart for Everyday Suits

Simon

? ? ? ? Finance

Appendix 3

Added value for Everyday Suits

oy | (i

Rolls of Cut-out sections Sections sewn Sold to retailers

cloth purchased for suit together to
make finished suit
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1 (a) Simon wants to motivate his production workers to work harder. Identify two methods he

F
could use to motivate production workers at Everyday Suits. Explain why these methods Exam(;rrwer’s
would be effective. Use
Method T .
EXPIANATION: ... e e e e e e e aeas
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...................................................................................................................................... (8]
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(b) Appendix 2 shows the proposed new organisation chart for Everyday Suits. Simon will
not be able to do all the work himself if the business grows bigger.

Choose four departments that Simon could create and justify why each department
could be important to the success of the business.

(D=7 o =Yg (0 0T=T o | A PP PP P PRPPPPPR
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2 (a) Refer to Appendix 3. Identify and explain two ways Simon could increase the added For

value of his current business. Examiner's
Use

LT =Y AT N

EXPIanation: ..o
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(b) To expand the business Simon may need new machinery. To finance this, he is
considering using an overdraft or leasing the equipment or selling more shares. Consider
these three options for raising finance and recommend which one he should choose.
Justify your choice.

USING @ OVEIArafl: ...

For
Examiner’s
Use
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3 (a) As Everyday Suits expands it will need to employ new managers. Identify and explain For

four parts of an induction training programme for new managers. Examiner's
Use
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(b) Simon thinks that Option 1 would require a different marketing mix to Option 2. In what

F
ways do you think each of the elements of the marketing mix will be different for Option Exam(;rrwer’s
1 and Option 2? Justify your answer. Use
ProduCt: ...

P L. e
Promotion: ...
PlaCE: ..
.................................................................................................................................... [12]
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4 (a) As Everyday Suits expands it could gain from economies of scale. Identify and explain For
two examples of economies of scale the business might benefit from as it expands. Examiner's

Use
= 1 0] o] 1=

EXPlanation: ...

EXAMIPIE 2: ... e e e e e e e e e e r e aeeas
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(b) Using the information in Appendix 1, do you think Simon should be satisfied with the For

financial position of the business? Justify your answer using appropriate ratios. Examiner's
Use
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5 (a) Everyday Suits currently uses batch production. However, if Simon chooses Option 1 For
job production will be used or if he follows Option 2 flow production will be used. Explain |Examiners

the main features of job production for Option 1 and the main features of flow production Use
for Option 2.

N o] o 18 ] o o [1 o i) o 1SS
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(b) Simon will need to use new machinery in the production of suits if he chooses Option 2.

F
Do you think that the production workers at Everyday Suits would think the use of new Exam(;rrwer’s
machinery was a good idea or not? Justify your answer. Use
.................................................................................................................................... [12]
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