	IGCSE BUSINESS STUDIES



Pricing past paper question – Paper 1 November 2003

The table below gives some data about the cost structure of Company B, a fashion-clothing manufacturer.

Cost Data for Company B

	Output per week (units)
	100 
	200 
	300

	Direct unit labour cost ($) 
	20 
	19 
	18

	Direct unit material cost ($) 
	25 
	22 
	18

	Weekly overheads ($) 
	2000 
	2000 
	2000


(i) 
Give an example of an overhead cost.
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(ii) 
As output increases, the unit labour cost falls and the unit material cost falls.  Explain possible reasons for this.
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(iii) 
The company uses a cost plus method to determine the price that it charges for its products. It works out the unit total cost and adds on 75%.

Calculate the average unit selling price if 300 units are produced each week.
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(iv)
Is this cost plus pricing method always the best method to use for a fashion company? Explain your answer.
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