 Metrics Madness Review Fall 2013

1. The local Mastermind store sells innovative educational toys.  Part of their service is giving advice to customers about the best toys for a particular age group, which requires having more customer service representatives in the store. During the month long Christmas buying season, it makes half of its $500,000 yearly sales. Its contribution margin on average is 40% and its fixed costs for the year are about $150,000. The owner believes that she could make even higher sales, if she had more customer service representatives on the floor during the peak season.  She plans on hiring four more people for 200 hours each at $20 per hour.  How much additional revenue does she have earn to the nearest dollar to breakeven?h

2. John’s Clothing Store employs three salespeople. It generates annual sales of $1 million and an average contribution margin of 30%. Rent is $50,000. Each sales person costs $50,000 per year in salary and benefits. How much would sales have to increase to the nearest dollar for John to break even on hiring an additional salesperson?


3. Eric makes custom fish flies for sports fisherman.  It costs $1 for the raw materials for each fly.  He sells these to a wholesaler for $2.50 per unit.  The wholesaler sells them to a retailer for $3.50 per unit and the retailer sells them to a consumer for $5.00 each.  What is the percentage margin to the nearest whole number for the entire chain per unit?


4. Anne hand-knits baby blankets.  The wool costs about $25 per blanket. She sells the blankets to a wholesaler for $45.  The wholesaler sells the blankets to speciality baby shops for $60, where the blankets retail for $80.  What is the percentage margin to the nearest whole number for the entire chain per blanket?


5. Larry's Lock and Key is a locksmith operation which replaces automobile ignitions on the highway. Larry’s average cost per ignition is $140 and the contribution margin per unit is $180.  The cost to keep a locksmith truck on the road is $3,600 per week. How much revenue must be generated to the nearest dollar by each of Larry's trucks per week to break even?

6. Savadyne Inc. produces flash drives. In 2012, the company earned a total contribution margin of $500,000 and a contribution margin ratio of 40%. How much is Savadyne’s total variable cost in 2012 to the nearest dollar?

7. Future Shop is selling BlackBerry Z10 at $649.99. What is the percent markup, rounded to the nearest whole number, for Blackberry Z10, knowing that Future Shop is earning a margin of 20% on this phone?

8. The following margins are received at various steps along the distribution channel for a jar of pasta sauce that sells for a retail price of $5.00. 
	Distribution Stage
	Margin

	Manufacturer
	50%

	Distributor
	20%

	Wholesaler
	30%

	Retailer
	40%



What does it cost the manufacturer to produce a jar of pasta sauce to the nearest cent?


9. An electronics firm is currently manufacturing a widget that costs $20/unit to produce and is sold at $40/unit. The firm has fixed costs of $60,000. The firm can increase the product’s profitability by adding a new piece of equipment at an additional cost of $6,000. By installing the new equipment, the widget’s contribution margin will increase by 25%. What is the percentage decrease in breakeven volume rounded to the nearest whole number, if the firm adds the new equipment?

10. Sears sells a Kenmore dishwasher for $700 per unit. Sears has applied a 40% markup on the cost to buy the dishwasher from the manufacturer. During the holiday season, Sears employees can purchase the dishwasher at 20% off its original cost. How much would it cost an employee to purchase the dishwasher during the holiday season to the nearest dollar?

11. The table below shows the sales revenue (in billion dollars) of Canadian food retailers:
	Food Retailer
	Sales revenue 
(billions)

	Loblaw
	$46

	Sobeys
	$21

	Metro
	$10

	Costco
	$7

	Canadian Safeway
	$6

	Walmart Canada
	$5

	Co-op’s
	$3

	Shoppers Drug Mart
	$2

	Total
	[bookmark: _GoBack]$100



What is the Herfindahl index for the Canadian food industry rounded to two decimal points and how is the food market characterized in Canada in terms of concentration?


12. Straubelstone manufactures specialty barbecues. Dakota, one of Straubelstone products, sells for $800 each. Straubelstone sold 1200 units of Dakota in 2012. The following table shows all costs associated with Dakota production: 

	Description
	Cost

	Insurance
	$960/year

	Materials
	$261/ barbecue

	Overhead
	$5,800/month

	Packaging
	$24/ barbecue

	Rent
	$4,000/month

	Utilities
	$720/month

	Wages
	$5000/ month



What is the total annual fixed cost of Dakota production to the nearest dollar?


13. Sunglass Hut purchases a pair of Tiffany sunglasses from a wholesaler for $180 and sells it for $300. If the wholesaler increases its price by 20%, to the nearest dollar, what should Sunglass Hut charge in order to maintain the same percent margin?

14. MasterCraft produces a boat that yields a contribution margin of 25%. The boat’s selling price is $800 per unit. If the company sells one unit more than the breakeven point, how much profit will MasterCraft earn to the nearest dollar?

15. Venice Fitness is considering selling 1-month gym membership coupons. The regular price of membership is $110 per month. The cost to develop and run the campaign is $70 per coupon. Venice earns an average contribution margin of 70% on regular memberships. It is estimated that 800 customers will buy the coupon. What is ROMI for this marketing campaign to the nearest percent?








16. Schwinn is a well-known bicycle manufacturer. One of the Schwinn’s best-selling bikes, Talik 29-inch Mountain Bike, sells for $699.99 at Canadian Tire. Canadian Tire buys the bikes from a wholesaler, who buys them directly from Schwinn. Schwinn’s costs to manufacture Talik includes:

$120 per unit in raw materials,
One and a half hours of labor per unit at $20 per hour,
$2,000 for every 1000 boxes to package the bike, 
$15 per unit for shipping.

Schwinn, the manufacturer, earns a margin of 50% and the wholesaler applies a markup of 35%. How much is Canadian Tire’s margin, rounded to the nearest whole number, from selling Talik?

17. Every year Nike has a year-end sale in Toronto to clear out its warehouses prior to the annual inventory, and also to increase sales revenue. The Director of Marketing is evaluating several campaign options for advertising this sale event. He estimates that the direct mail costs $18,000 and generates $50,000 revenues. Knowing that Nike has an average contribution margin of 45%, what is the ROMI, rounded to the nearest whole number, for the direct mail campaign?

18. A marketing manager for P&G is developing a promotion for pet food and wants to calculate the breakeven. P&G manufacturers the pet food and sells it directly to the retailer.  
The bags of pet food retail for $10.00 per bag. The Retailer has a 25% Margin on pet food.
The costs for P&G to produce each bag are $4.50 and the estimated fixed costs for the promotion are $150,000.  How many bags of pet food to the nearest bag, must the retailer sell in order for P&G to breakeven on the promotion? 


19. A clothing retailer is considering investing in a newspaper advertising campaign to generate more sales. The campaign is expected to cost $3,000 in creative agency fees and $9,000 in media costs. The retailer’s contribution margin is 35%. This campaign increased revenues from $110,000 to $170,000. What is the ROMI for the newspaper campaign to the nearest percent?  


20. P&G wants to sell a new Air Freshener. It costs $1.50 to manufacture. P&G margins are 25%. It will then be sold to a wholesaler who earns a 10% margin and then to the retailer who earns a 25% margin. What is the final retail price of this new air Freshener to the nearest cent after going through this distribution channel?    




21. A manufacturer is trying to determine the best distribution channel to use for the lowest retail price for their new hair care product.  The manufacturer costs are $3.69 a per 1 liter bottle and they earn a 25% Markup regardless of the distribution channel they use.  

Distribution Channel A    The manufacturer sells to the wholesaler who applies a 30% markup before selling to the retailer who earns 25% margin.  

Distribution Channel B    The manufacturer sells to the importer who applies a 15% markup before selling to the distributor who applies a 15% markup before selling to the retailer who earns a 25% margin.    

Distribution Channel C    The manufacturer sells to the wholesaler who applies a 30% markup before selling to the retailer who earns a 25% markup.

Which distribution channel will result in the lowest retail price? 


22. Widgets are manufactured in China for $7.50. The importer pays the manufacturer $10.00 for these widgets. The importer sells them to the wholesaler after a 25% Markup is added. The wholesaler markup is 50% on widgets. The retailer purchases the widgets from the wholesaler.  
The retailer earns a margin of 75% on widgets. What is the final retail price of the widgets to the nearest dollar?  

23. A retailer wants to earn an 80% margin on gold rings   The rings cost $475 to produce.  
What is the retail price to the nearest dollar and retail margin to the nearest dollar?


24. The Comfy Chair Company makes reclining chairs at its plant and sells them exclusively through its own retail store. It has the following Yearly expenses:
Plant rent and taxes = $120,000.00
Office and management expenses = $214,000.00
Machinery and equipment annual maintenance = $100,000.00
Direct materials = $35.00/chair
Direct labour = $75.00/chair
Transportation = $5.00/chair
Advertising costs = $100,000.00
Commission = $15.00/chair
They plan on selling each reclining chair for $575.00.   How many reclining chairs must they sell to break-even in the year to the nearest whole number?  


25. P&G sells a new improved laundry detergent. It costs $2.79 to manufacture. P&G markups are 25%. It will then be sold to a wholesaler who earns a 10% markup and then the retailer who earns a 25% markup. What is the final retail price of the improved laundry detergent to the nearest cent?  

26. A manufacturer produces vacuum cleaners.  The cost to manufacture each unit is $175.   They sell directly to the retailer for $250. Calculate the manufacturer’s margin to the nearest dollar and margin % to the nearest percent?

27. A direct mail campaign costs $10,000 and it generates $25,000 in gross revenues.  
The contribution margin % on revenues is 60%. Calculate the ROMI to the nearest whole number for this campaign.   

28. A pair of jeans Retails for $175. The retailer purchases the jeans directly from the manufacturer for $75.00. What is the retailer markup to the nearest dollar and markup to the nearest %?   

29. You are the owner of an exclusive nightclub holding a St Patrick's Day party. 
You know that the food will cost $25 per person, the beverage cost is $16 per person and
the house band charges a fee of $5 per person. You want to earn a markup of 75% on your total variable costs. What price should you charge for the ticket to the nearest cent?   

30. A food vendor wants to launch a new food service in Toronto this Spring.  She figures she can sell her pitas for $7.00.  Her variable costs are 40% of the selling price. Her other costs for the summer are as follows: Insurance $800, Licence fees $460, Truck Lease fees $2000, Labour $10,000 and Utilities $600. What is her breakeven sales total to the nearest dollar?
 
31. BMW is holding a X-Drive event and has invited 1,500 select loyal customers from across Canada to attend. The cost for the X-Drive event was $100,000. The cost to mail their loyal customers was another $50,000. Everyone received a $500 coupon off their purchase or lease of a BMW vehicle. BMW's usual gross contribution per vehicle sold is $2000. 10% of customers use the coupon and purchased or lease a vehicle. What is the ROMI for this campaign to the nearest percent?


32. Recently, comScore Inc., a leader in measuring the digital world, released the following data for the US smartphone market in January 2013:  
	Manufacturer
	# of subscribers

	Apple
	48,913,200

	Samsung
	27,691,600

	HTC
	12,551,800

	Motorola
	11,128,400

	LG
	9,058,000

	Other
	2,057,000

	Total
	111,400,000



What is the three-firm concentration ratio, rounded to the nearest whole number, for the US smartphone industry in January 2013?

33. It costs a tool manufacturer $2.00 to produce a framing hammer. The manufacturer sells the hammer to a wholesaler for $5.00 per unit. The wholesaler then sells the hammer to retailers for $10.00 per unit, and finally customers buy the hammer for $16.00 each. If an increase in the steel price results in a $0.50 increase in the manufacturer’s costs, by what percent will the retail price increase, rounded to the nearest whole number, if all members in the distribution channel maintain the same margin percent?

Answers

1. $40,000
2. $166,667
3. 80%
4. 69%
5. $6400
6. $750,000
7. 25%
8. $0.84
9. 12%
10. $400
11. .28 concentrated
12. $187,200
13. $360
14. $200
15. 10%
16. 36%
17. 25%
18. 50,000 bags
19. 75%
20. $2.96
21. C
22. $75
23. 2375 units, $1900
24. 1200
25. $4.80
26. $75, 30%
27. 50%
28. $100, 133%
29. $80.50
30. $23,100
31. 33%
32. 69%
33.25%
2

