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SECTION B (50 marks) 

Answer ALL questions in this section. 

7. Yummy Group is a listed fast food chain in Hong Kong, established by Mr Lee twenty years ago.

In a meeting, Mr Lee said, "I want to discuss two issues today. First, as discussed before, the fast food

market is saturated, so is it time for us to diversify our business? Second, in view of the recent incidents

of food poisoning in some local fast food chains, we have to formulate strategies to manage this risk."

The Marketing Director, Miss Ma said, "People in Hong Kong are now more health conscious. Instead of

focusing our business on fast food, we can diversify our business to the health food market. I propose to

set up some organic food restaurants offering health food like fresh fruit juices, salads and sandwiches

using organic ingredients. Unlike in our fast food chain, there would be waiters in these restaurants to

serve the customers. I have conducted some preliminary studies and found that the middle-class should

be our target customers. I have also generated many initial ideas on the menu and will conduct a market

research to help sorting out those alternatives that are feasible."

Mr Lee said, "You have done a good job. However, are you sure that the middle-class is an effective

market segment for us? Do we have enough capital to carry out this diversification project?"

Miss Ma remarked, "Based on the criteria for evaluating a market segment, the proposed segment is the

most effective. Since the segment is new to us, we have to find ways to promote the organic food

restaurants."

The Finance Director, Mr Fung responded, "Setting up such a new line of restaurants requires a substantial

amount of capital. We will need at least $100 million. As our group has used up almost all the retained

earnings, we don't have enough capital for this project."

(a) Suggest two risk management strategies for handling the risk of food poisoning faced by Yummy

Group. (4 marks)

(b) Give three types of data collection method that Miss Ma can use in conducting the market research.

Explain each with an example. (6 marks)

(c) With reference to the criteria for evaluating a market segment, explain why the middle-class is an

effective market segment for organic food restaurants. (6 marks)

(d) List three sources of capital for raising $100 million to finance the setting up of the organic food

restaurants. (3 marks)

(e) With reference to any three elements of the promotion mix, suggest one way each to promote the

organic food restaurants. (6 marks)

(Total: 25 marks)
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SECTION C (20 marks) 

Answer ONE question in this section. 

9. A retail chain uses accounting ratios and budget variance analysis to evaluate its performance.

(a) Illustrate with examples what aspects of the retail chain's performance could be evaluated by

accounting ratios. (12 marks)

(b) Explain the possible causes of budget variance in the retail chain. (8 marks)

(Total: 20 marks)

10. As its product reaches the growth stage of the product life cycle, a company considers expanding its

business and recruiting mor�managers internally.

(a) Describe the characteristic玦f the growth stage of the product life cycle.

(b) Explain the advantages to the company ofrecruiting managers internally.

(12 marks) 

(8 marks) 

(Total: 20 marks) 

ENDOFPAPER 
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