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1. Kentish Fruit Farms (KFF) is a UK organic fruit farm that is owned and run by the Fielding 
family. KFF grows apples and produces apple juice, both of which it sells at local markets 
and to retailers. 
 
UK organic farming and food industry  
Organic food must be produced using environmentally-friendly farming methods, so no 
genetically modified (GM) crops, growth enhancers, or artificial pesticides and fertilisers may 
be used. Any farmer claiming to be organic must be certified by a government-approved 
body, such as the UK Soil Association. Food producers must also comply with Food 
Standards Agency regulations regarding the production, packaging and labelling of food.  
 
Regulatory bodies can impose sanctions for breaching regulations. They can:  

 forbid the use of misleading labels and product descriptions;  

 issue fines for inappropriate production;  

 close down operations; and  

 seek punishment of those responsible for wrongful operations. 
 
Consumers increasingly want food that is healthy and is sourced both ethically and locally. 
Consequently, although initially perceived as a luxury niche product, organic food is now 
seen as a lifestyle choice by those consumers who regard non-organic products as more 
harmful to health and the environment. Major supermarkets have started to stock more 
organic and locally grown food.   
 
A key issue for all farmers is the weather, which significantly affects the volume (yield) and 
quality of a crop and hence the market price. Organic farmers are unable to use artificial 
fertilisers or pesticides, so have developed alternative high-tech farming methods to improve 
profitability and cash flow. Weather information systems help plan planting, harvesting and 
irrigation. Climate-controlled growing tunnels and stores provide a pest-free environment with 
temperature, light and humidity control. These methods increase yields, extend the possible 
growing season and allow crops to be stored for longer before usage or sale, with no loss of 
flavour or quality.  
 
KFF operations 
KFF’s profitability depends on crop yields and fruit quality, and its ability to use or sell all of 
the apple harvest. It is also affected by the overall level of supply in the market in any given 
year. KFF has a weather information system and uses climate-controlled technology. 
 
The best of KFF’s apples, which conform to retailers’ specifications in relation to size, shape 
and quality, are sold to retailers as fresh fruit. Apples that do not meet retailers’ specifications 
are either sold at local markets or used to produce KFF own-brand organic pressed apple 
juice in one-litre bottles. The juice is sold at local markets and has proved very popular so it is 
now also being stocked by retailers.   
 

KFF’s harvest normally begins in early summer and ends in late autumn. The production of 
juice follows on from the harvest cycle and, because of KFF’s ability to store fruit, continues 
after the harvest has ended. KFF has a permanent labour force for its growing, production 
and bottling operations and additional seasonal workers are employed for harvesting and 
packing the fruit.  
 

KFF uses its own vans to transport goods to the local markets. Distribution of products to the 
retailers, most of which are within 80 kilometres of the farm, is outsourced.  
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New strategies affecting the 2014 results 
Demand for KFF’s apples and juices in year ended 31 December 2013 exceeded KFF’s 
production capacity. In 2014, capacity increased as a result of implementing the following 
strategies:  
 
Strategy 1: KFF had acquired 15 hectares of land from a neighbouring farmer in 2010. The 
land was then intensively planted with apple trees of a modern variety which were expected 
to produce yields 30% higher than existing varieties. The first apple crop from these new 
trees was harvested in 2014. KFF’s existing trees continued to give the same yield as in 
2013, at the same cost per hectare. 

 
Strategy 2: In 2014 KFF started to buy apples from other local farmers to use in its organic 
juices.  
 
KFF’s board set medium-term business objectives at the start of 2014. These were to:  
 

 achieve average annual revenue growth of 15% 

 increase gross profit margin to 45% 
 
Financial and operating data for 2013 and 2014 is available (Exhibits 1 and 2). The current 
management information system does not separately analyse cost of sales between the fresh 
fruit and juice operations. 
 
Supply chain problem 
In August 2015, a batch of KFF’s organic apple juice was tested by the Food Standards 
Agency and found to contain artificial pesticides. The juice was made in a large production 
run using fruit from one of KFF’s new suppliers. 20% of this production run has already been 
distributed to a major retailer which has just started to sell KFF organic juice. KFF is 
considering whether to issue a public recall of these bottles.  
 
KFF’s marketing manager, Joe Fielding, thinks this could be disastrous for KFF’s reputation 
locally and has suggested that they do nothing in relation to the bottles that have already 
been distributed, but re-label and sell the remainder as non-organic. “The thing that most 
concerns me,” said Joe, “is why we didn’t identify this as a problem earlier?” 
 
Requirements 
 
(a) Identify and analyse the three key factors from the PESTEL model which are most  
 relevant to the UK organic fruit industry. (9 marks) 
 

(b) Using the data in the Exhibits and the other information provided, evaluate the impact  
 that KFF’s two new strategies had on its performance in 2014. Identify any specific  
 information that you require to explain more fully the effect of each strategy. (18 marks) 
 

(c) Discuss the ethical issues for KFF arising from the supply chain problem, and advise 
KFF on appropriate actions. (8 marks) 

 

(d) Explain how control procedures could be used by KFF to identify and prevent quality 
problems with suppliers. You should give specific examples of information that could be 
used to measure and monitor supplier performance. (8 marks) 

 
 Total: 43 marks 
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Exhibit 1: Financial data for KFF 
 
Extract from income statement for the years ended 31 December 
 
 2013  2014  %  
 £’000  £’000  change 
Revenue      
 Fresh fruit 576  889  54.3 
 Juice 336  525  56.3 

Total revenue 912  1,414  55.0 
Cost of sales (540)  (812)  50.4 

Gross profit 372  602  61.8 
Other operating costs (259)  (456)  76.1 

Operating profit 113  146  29.2 
Interest paid (53)  (74)  39.6 

Profit before tax 60  72  20.0 

 
 
 
 

Exhibit 2: Operating data for the years ended 31 December 
 
 2013  2014 
    
Hectares of KFF trees yielding fruit 40  55 
    
Tonnes of KFF apples sold as fresh fruit 288  468 
Tonnes of KFF apples used for juice production 192  252 

Total tonnes of KFF apples harvested 480  720 

    
Tonnes of apples purchased from local farmers for juice -  48 
    

Number of one-litre bottles of juice produced and sold 96,000 
 

150,000 
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2. Premier Paper Products plc (PPP) prints banknotes and identity documents for a variety of 
central banks and governments. It operates three divisions: Banknotes, Cash Processing and 
Identity Systems. 
 

Company background 
PPP started in the early 1900s with a contract to produce paper banknotes for its own 
country. Its reputation for high quality, elegant designs and innovative security features has 
made it a market leader - PPP now prints paper banknotes for over 100 countries, mainly in 
Europe and Asia.  
 

To capitalise on its customer base, in 1960 PPP started to produce banknote counting and 
sorting machines and banknote inspection equipment to assist banks in processing cash and 
detecting forgeries. It then applied its expertise in designing and printing security paper for 
government identity schemes. In 2000 PPP won its first contract to print passports and 
driving licences, for its own government. PPP has continued to invest in the development of 
sophisticated security solutions. It produces passports and identity cards for 65 countries, 
including machine-readable e-passports with biometric data incorporated on an electronic 
chip. 
 
Banknote production  
A country’s currency is issued by its central bank. The world’s largest central banks produce 
all of their country’s banknotes using their own state-owned printing works. However many 
smaller central banks outsource production to large paper and printing companies which 
benefit from economies of scale. As a result, PPP and its competitors print 20% of all 
banknotes worldwide. Since security is a major issue, banknote-printing companies must be 
certified and the ordering and distribution process is tightly controlled. Normally central banks 
outsource banknote printing to a single supplier, under a long-term contract, renewable every 
ten years. 
 

Smaller countries outsource banknote printing for economic and technical reasons. Machines 
required to print modern currency are expensive and are designed to produce large volumes 
of notes which may significantly exceed a smaller country’s requirement.  
 

Some state-owned printing works attempt to achieve critical mass by producing notes for 
other countries. Rapid changes in technology make it difficult for a small state-owned printing 
works to keep up with constantly evolving anti-counterfeiting features.  
 

New technology means that several central banks recently decided to change from using 
paper banknotes to plastic (polymer) notes. Polymer notes are lighter, cleaner and have 
more embedded security features to protect against counterfeiting. They are also more 
environmentally sustainable as on average each polymer note has a life of seven years 
compared to three years for a paper note. 
 

Future strategic direction: Banknote division 
Although PPP remains committed to the production of paper notes, its board is unsure 
whether the demand for polymer notes merits investing in the new technology. 
 
The private banknote printing sector is dominated by PPP and two other companies, one of 
which, Uniquel, produces polymer notes. Uniquel’s share of the banknote market has 
increased as 25 countries have recently moved from paper to polymer notes, because costs 
to the central bank are reduced over the life of the banknote despite high initial costs. 
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Several of PPP’s central bank contracts for paper notes are due to come to an end in 2016 
and some of the banks concerned are likely to adopt polymer notes. Producing and printing 
polymer notes would require a more highly skilled workforce and different machinery. To 
achieve critical mass for both existing and new machinery, PPP would need to find new 
customers for paper notes whilst persuading some existing customers to switch to polymer.  
 

Extract from Banking trade journal article: 

 

Is there a future for cash?  

Society is increasingly moving away from cash to card-based and smartphone/contactless 
payments systems. Last year only 4.5% of the UK’s money existed in the form of physical 
cash and the average value of a cash transaction was £9.50.  
 
Will polymer bank notes help stop this move to a cashless society?  
 
Polymer notes are waterproof, cleaner, more durable and more environmentally friendly than 
paper money and this will help them compete with plastic payment cards. Unlike credit cards 
and contactless payment systems, notes are not subject to identity theft. 
 
In the UK cash is still important for person-to-person transactions and elsewhere around the 
world, cash prevails. In many emerging economies over 70% of all consumer transactions 
still take place in cash. Between 2015 and 2017 banknote volumes are expected to grow in 
some parts of Africa by up to 50%.  
  

 

Requirements 

 

(a) Using relevant strategic models analyse the ways that PPP has expanded its business 
and identify the critical success factors (CSFs) which have facilitated this growth.  

  (10 marks) 
 
(b) Prepare a risk register, setting out what you consider to be three significant business 

risks facing PPP’s Banknote division.  
 

You should present your answer in a three-column format, explaining, for each risk: 
 

 the nature of the risk; 

 the possible impact of the risk and the likelihood of it occurring; and 

 risk management strategies (9 marks) 
 
(c) You are the manager of the PPP Banknote division. Prepare a memorandum for the 

board which explains the issues that should be considered in deciding whether to invest 
in polymer banknotes technology. (11 marks) 

 
 Total: 30 marks 
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3. Taxi Tracker (TT) is a company which is trying to change the taxi market in a major capital 
city. The market currently consists of council-regulated city taxis (Citicabs) and private-hire 
vehicles (PHV). 
 
Citicabs operate from taxi ranks and are also able to pick up passengers in the street. The 
city council controls the number of Citicab licences available and regulates fares. Critics 
argue that this increases waiting times and imposes high fares on customers. The council 
also issues licences to drivers of individual private-hire vehicles. PHVs cannot use the taxi 
ranks or pick up passengers in the street. They must be pre-booked but can charge whatever 
they like in fares. Some PHV drivers work for themselves, others register with private-hire 
companies which operate a centralised booking service and take a percentage of each fare 
charged in exchange for putting the driver in contact with passengers.  
 
TT’s business model 
TT began operations in 2012 when it launched a “driver for hire” application (app) for 
smartphones. The customer downloads the TT app for free and registers their personal 
details and payment card information. They can then see which PHVs are near their location, 
receive estimates of price and journey time, tap on the desired PHV to book, and track its 
arrival on their phone. TT fares are calculated according to distance and time, with the 
customer’s phone acting as a meter. At the end of the journey the customer’s registered 
payment card is automatically debited. TT promises to “have a car with you within five 
minutes”. It seeks customer feedback on every journey and drivers are required to achieve a 
minimum average score of 4 out of 5. 
 
TT does not own vehicles or employ drivers. Instead it acts as an intermediary between PHV 
drivers and customers. Drivers with an existing PHV licence can apply to TT, which carries 
out a criminal record check, and verifies licence and insurance details. Drivers who pass TT’s 
screening process are then issued with a TT smartphone which allows them to be registered 
and tracked on the TT system. TT passes 80% of the fare it charges to the driver, retaining 
20% as commission to cover costs and margin. TT’s main operating costs are technology 
and marketing. 
 
Since its launch, TT has faced intense opposition from Citicab drivers, who have argued to 
the city’s transport regulators that TT essentially operates an unlicensed city taxi service. To 
the consumer, TT’s service was initially cheaper than a Citicab, but more expensive than a 
conventional PHV. Due to the ease of booking, cashless payment, and improved customer 
service compared to both Citicabs and existing PHV, the number of journeys booked through 
TT grew rapidly.  
 
Dynamic demand-based pricing  
As a result of its initial success, in 2014 TT switched to a dynamic demand-based pricing 
model. When demand is high in relation to the number of cars available, the fare goes up in 
an attempt to balance supply and demand. The higher price encourages more PHV drivers to 
make themselves available, helping to avoid unfulfilled customer requests. For example, 
when it is raining, and during peak hours, the average fare typically increases by 50%. There 
have been some angry responses on social media suggesting this is unfair to TT’s 
customers. 
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Proposed short-term fare reduction 
Recently TT has been made aware of rumours that a rival firm is planning to launch its own 
taxi booking app in the city. TT is keen to protect its “first to market” position. In order to 
generate brand loyalty from existing customers and attract new ones before the rival’s 
launch, TT is considering cutting its fares by 25% for a limited period of four weeks. However 
it needs to retain the loyalty of its PHV drivers so wants to make sure it minimises the impact 
on them.  

 
Requirements 

 

(a) Explain the concept of cost drivers and value drivers and briefly explain three key 
drivers in TT’s value chain. (8 marks) 

 
(b) Discuss the benefits of TT’s dynamic demand-based pricing model and comment on 

whether it is unfair to TT’s customers. (8 marks) 
 
(c) You have been asked to evaluate for TT the impact of its proposed short-term 25% fare 

reduction. Assume that currently 130,000 journeys a week are booked through the TT 
app, at an average fare of £10 per journey.  

 
(i) Calculate the impact on TT’s profit for a four-week period if: 

 

 demand is unaffected by the fare cut, and TT retains 20% commission 
 

 demand increases by 15% and TT commits to maintaining PHV driver revenue 
at its current level  

 
(ii) Assuming that TT retains 20% commission, calculate the increase in demand that 

would maintain revenue for both TT and the PHV drivers at the same level as 
before the fare reduction. 

 
(iii) Evaluate the proposed fare reduction strategy in light of your results in both (i) and 

(ii). (11 marks) 
 

 Total: 27 marks 
 

 

 

 

 


