
AQA 

A Level Business Studies 

Group Activity Resource

(sample pages)

Introduction and Teacher’s Guide:

Croydon Controls Ltd

[image: image2.png]A

TeSOUIces



. 





Teacher information sheet
Table 1: Check list for costs
	Company
	Product
	Fixed cost
	Variable cost
	Total cost
	Total cost of both gauges
	Contract price

	Croydon Controls Ltd
	Oil gauge
	£300,000
	15,000 X £20
	£600,000
	
	

	
	Temp. gauge
	£360,000
	15,000 x £16
	£600,000
	£1,200,000
	N/A

	Brighton Instruments
	Oil gauge
	£250,000
	15,000 x £15
	£505,000
	
	

	
	Temp. gauge
	£250,000
	15,000 x £15
	£475,000
	£980,000
	£1,078,000

	Calais Techno
	Oil gauge
	£230,000
	15,000 x £15.50
	£462,000
	
	

	
	Temp. gauge
	£240,000
	15,000 x £13
	£435,000
	£897,500
	£1,032,125

	Gateshead Engineering
	Oil gauge
	£210,000
	15,000x £16
	£450,000
	
	

	
	Temp. gauge
	£170,000
	15,000 x £17
	£425,000
	£875,000
	£875,000


Student information sheet 
Calais Techno – company information

Calais Techno is a French manufacturer of gauges. This successful company is beginning to win contracts overseas. It has a number of high-profile customers in the European car industry. Calais Techno operates from a purpose-built factory on a green-field site and currently receives EU employment subsidies. The company is fairly reliable and can usually guarantee delivery within two weeks of receiving an order.

Calais Techno is about to tender for a UK contract to supply some oil pressure and temperature gauges. The contract is important because it will help the company gain a significant foothold in the UK market. Croydon Controls Ltd wants15,000 oil pressure gauges and 15,000 temperature gauges each year. The company has plenty of spare capacity. 

Financial information relating to costs is tabulated below.

	Product
	Fixed costs
	Labour per gauge
	Materials per gauge
	Other variable costs

	Oil gauge
	£230,000
	£9
	£4
	£2.50

	Temp. gauge
	£240,000
	£7
	£3
	£3


Your tasks

You are a management team employed by Calais Techno. Your task is to make a presentation to Croydon Controls Ltd in an effort to secure the contract.
You will need to:

· calculate the cost of meeting the contract
· set a price for the contract (the normal mark-up on contract work is 10%)
· prepare a five-minute presentation outlining your proposals. 

Tips

· You will need to emphasise the non-financial benefits of your tender in addition to the contract price.

· Use some visual material in your presentation.

· You are trying to sell. You have to be professional and convincing. The quality of your presentation skills are important.

You have between 20 and 30 minutes to prepare.

Student information sheet 

Brighton Instruments Ltd – company information

Brighton Instruments, a well-established company, is the leading supplier of gauges in the UK. It has won a number of awards for manufacturing performance and is registered with the BSI. It also has ISO 9000 certification and is making increasing use of kaizen and other modern manufacturing techniques. Indeed, it has recently reduced its lead times from 16 days to five days.

Brighton Instruments is about to tender for a contract to supply some oil pressure and temperature gauges. Croydon Controls Ltd wants15,000 oil pressure gauges and 15,000 temperature gauges each year.
Financial information relating to costs is tabulated below.

	Product
	Fixed costs*
	Labour per gauge
	Materials per gauge
	Other variable costs

	Oil gauge
	£250,000
	£10
	£4
	£3

	Temp. gauge
	£250,000
	£  8
	£3
	£4


* These fixed costs are in addition to those currently incurred

Your tasks

You are a management team employed by Brighton Instruments Ltd. Your task is to make a presentation to Croydon Controls Ltd in an effort to secure the contract. 
You will need to:

· calculate the cost of meeting the contract
· set a price for the contract (the normal mark-up on contract work is 15% and, once the price has been set, it cannot be changed)
· prepare a five-minute presentation outlining your proposals. 

Tips

· You will need to emphasise the non-financial benefits of your tender in addition to the contract price.

· Use some visual material in your presentation.

· You are trying to sell. You have to be professional and convincing. The quality of your presentation skills is important.

You have between 20 and 30 minutes to prepare.

Student information sheet 

Gateshead Engineering – company information

Gateshead Engineering a family-owned company, based in Gateshead. The company was set up two years ago and is struggling to find its feet. It is a capable manufacturer and has some cost advantages over its competitors. For example, rent, rates and labour costs are a great deal lower in Gateshead than in many other parts of the UK. However, the company has a poor marketing record and, although its products meet customer needs, customer service and reliability performance are a problem.

Gateshead Engineering is about to tender for a contract to supply some oil pressure and temperature gauges. Croydon Controls Ltd wants15,000 oil pressure gauges and 15,000 temperature gauges each year. Gateshead Engineering is desperate for the order. It needs work in order to prevent staff layoffs. Workers in the factory feel insecure. They are not at all confident that the management is capable of finding work. In order to win this contract, the company is prepared to supply the gauges at cost, hoping that more lucrative orders will be received in the future.

Financial information relating to costs is tabulated below.

	Product
	Fixed costs*
	Labour per gauge
	Materials per gauge
	Other variable costs

	Oil gauge
	£210,000
	£9
	£4
	£3

	Temp. gauge
	£170,000
	£8
	£5
	£4


* These fixed costs are in addition to those currently incurred

Your tasks

You are a management team employed by Gateshead Engineering. Your task is to make a presentation to Croydon Controls Ltd in an effort to secure the contract. 

You will need to:

· calculate the cost of meeting the contract
· set a price for the contract (the normal mark-up on contract work is 15% and, once the price has been set, it cannot be changed)
· prepare a five minute presentation outlining your proposals. 

Tips

· You will need to emphasise the non-financial benefits of your tender in addition to the contract price.

· Use some visual material in your presentation.

· You are trying to sell. You have to be professional and convincing. The quality of your presentation skills is important.

You have between 20 and 30 minutes to prepare.

Student information sheet 

Croydon Controls Ltd – company information

Croydon Controls Ltd makes dashboards and control panels for lorries and large trucks. The company is considering buying in two types of gauge that it currently makes itself. This follows the recent success of outsourcing other work. Three suppliers (Calais Techno, Brighton Instruments Ltd and Gateshead Engineering Ltd) will tender for the contract. Croydon Controls requires 15,000 oil pressure gauges and 15,000 temperature gauges each year. 

Financial information relating to costs is tabulated below.

	Product
	Fixed costs*
	Labour per gauge
	Materials per gauge
	Other variable costs

	Oil gauge
	£300,000
	£10
	£6
	£4

	Temp. gauge
	£260,000
	£  8
	£3
	£5


* These are the fixed costs associated with oil gauges and temperature gauges only

Your tasks

You are a management team employed by Croydon Controls Ltd. Your task is to decide whether or not to buy in the gauges from one of the three new suppliers. You will need to:

· calculate the cost of making the gauges in-house
· prepare for the supplier presentations by compiling a list of questions 

· listen to the three five-minute presentations (making notes as you listen)

· question the suppliers when their presentations have finished
· make the decision and present it to the suppliers giving your reasons in detail.

Tips

· You will need to consider non-financial factors such as: delivery times, continuity of supply, price guarantees in the future, quality.

· You need to consider the advantages and disadvantages of using a French supplier.
· Gateshead Engineering is a new company desperate for any contract. 

· Brighton Instruments Ltd has a reputation for being a ‘bit pricey’.

· Question the suppliers rigorously – have they any weaknesses?
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The Task





Croydon Controls Ltd makes dashboards and control panels for lorries and large trucks. The company is considering buying in two types of gauge that it currently makes itself. Three suppliers will tender for the contract.





Four groups of students will represent each of the four companies involved. 





Each supplier will give Croydon Controls Ltd a five-minute presentation outlining the details of their tender. 





Croydon Controls Ltd will then take ten minutes to decide whether they will award the contract to one of the tenders or continue to make the components themselves. 








Learning outcomes





Understand fixed costs and variable costs


Understand the ‘buy or make’ decision 


Understand full costing


Understand exchange rate affects on business contracts








Materials needed


Flipcharts and felt pens or OHP materials


Photocopies of information sheets provided – different ones for each group


Calculators


Writing materials for rough working








 Skills practised





Numeracy


Group working


Analysis


Communication, evaluation and presentation








Teacher’s role


Divide the class into four groups


Distribute information sheets to each group


Brief students and set time constraints (20–30 minutes preparation)


Circulate and offer help where appropriate 


Allow ten minutes for Croydon group to make and present their decision


Generate a class discussion based on the suggestions below








Issues for discussion


Is the cheapest supplier always the best? 


What effect might exchange rates have in the future on the Calais Techno price.


How important is reliability?


How might vendor rating be used by Croydon Controls Ltd in this case?


How important are presentation skills in business? Students could discuss their presentation performance.
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