PAGE  
1

BA 3750-Exam 3-Final
                            Print Name_______________________

L. P. Chew
                                                    Sign Name _______________________

Winter Spring 2006
                            Student Number _________________ 

SALES MANAGEMENT

EXAMINATION THREE-Essay

Chapters 12B-17

            PLEASE ANSWER THE QUESTIONS ON THIS BOOKLET. 

            ALL QUESTIONS HAVE THE SAME VALUE. 

            PLEASE RETURN THIS EXAM ON MONDAY MAY 8TH.

1. Sony Electronics was examining the profitability of two of its plasma television products.  Given below are the cost and revenue figures for 2006.

            32 XBR Deluxe      32 Trinitron Deluxe
Selling price
      $550
$800

Unit sales
       30,000
10,000

Total variable cost per unit
 $250
$300

Traceable sales person expenses 
$1,500,000
$1,500,000

Assume that all other costs are indirect.

a) Compare the current profitability of the two products.  What is the unit PVCM of each?

b) If the price of the XBR Deluxe was reduced by $50, what level of sales would be required to maintain the current level of total contribution?

PVCM = Price – V.C.



Price

PVCM = Variable Contribution Margin


Dollar Sales

2. The variable costs for publishing the business

            textbook, SALES MANAGEMENT, are as

                  follows:

Variable Costs:




Printing and binding 

$5

Author’s royalties


$3

Salesperson’s commissions      $0.50/copy

Shipping



$0.85/copy

The book sells the $30 per copy.  The variable contribution margin on a per copy basis is (please show your work!)?

3.
You are a manufacturer of a unique, precision-built butterfly valve used in the oil and gas industry to transport these commodities through pipelines.  The best seller is model XYZ-13, a 10-inch butterfly valve priced at $900 each. You are contemplating a change in your compensation plan for your national sales force of 50 people, and in your analysis you have decided to use model XYZ-13 as the “typical” value for the company rather than trying to use all the 30 different valves you manufacture.  The manufacturing variable cost of XYZ-13 is $300 per unit.  Marketing costs are $1,800,000 (salaries, sales training, advertising, travel expenses, etc.), but a sales commission of 5 percent is not included.  All other direct costs are $1,000,000. 

Please calculate the percentage contribution margin. 

4.  Use exponential smoothing with a smoothing constant of 0.8 to

            predict sales based on the data below.  Then, forecast sales with a 

            smoothing constant of 0.2.

	
	\


Period

	
	 1
	 2
	 3
	 4
	 5
	 6
	 7

	Actual Sales

Forecasted Sales (L=0.8)
	24

24
	32

24
	44

25.6
	24

35.2
	30

26.2
	42

29.2

	Actual Sales

Forecasted Sales (L=0.2)
	24

24
	32

24
	44

25.6
	24

29.3
	30

28.2
	42

28.6


     5.   The following regression model was developed by a marketing professor to help the owner of a restaurant predict sales.

Sales = 70.0 + 46.5X1 + 208.5X2

where sales = $ sales per month

X1 = advertising expenditure per month

X2 = $ value of coupon

Forecast sales if the owner decides to spend $500 on advertising and offers a coupon for $5 off one meal for parties of two or more in a month.  Forecast sales if the owner decides to spend $400 on advertising and offers a coupon for $10 off one meal for parties of two or more in a month.

6. "Routing is a managerial device for planning and

      controlling the activities of the sales force."

      Explain the function of routing. 

            Under what conditions is a firm most likely to establish route plans for its sales force?

7.  A company with 15 territories found that product A

       accounted for 40 to 50 percent of the sales in 13 of

       the districts, but this product brought in only about 

       20 percent of the volume in the remaining two

       territories.  What factors might account for the

       relatively low standing of product A in the two

       territories?

8. Explain how the ROAM concept may be used to evaluate the profit performance of a territorial sales manager.

9. What are some of the indices a sales manager can use to evaluate the degree to which each salesperson is covering the assigned territory?

10. "We always use a manufacturer's rep to open up a new

               territory; but once that territory is generating enough revenue to 

               support a company rep, we take it away from the rep and put one 

               of our own salespeople in the territory."  Is this an ethical policy?

11. How can a sales executive determine the ability of

    each rep to regain lost customers? 

12,13. Bob Campbell, Vice President, International Consumer 

           Products Division for the Maytag Corporation, has just

           returned from India where he has licensed a firm, 

           Rashij Mfr. Ltd., (RML) to manufacture a compact washer

           designed with barebones features to be introduced to

           developing countries.  Maytag believes the growth in

           laundry appliances lies in low saturated markets and

           Third World countries, such as India.  RML will charge

           Maytag $140 for each unit produced plus an initial, 

           one-time set up charge of $600,000.  Campbell plans to 

           spend $550,000 in national advertising and promotion to

           introduce the product to the trade and households in 

           India.  He also will have 4 sales people calling on 

           major distributors in India to establish a channel of 

           distribution network.  He estimates the 4 sales people,

           including travel expenses, will cost about $85,000 

           each.  Additionally, for each unit the sales people 

           sell to a distributor, they will earn a 10% commission 

           on the manufacturer selling price of $240.  Finally,

           Campbell realizes that it will be difficult to expect a 

           profitable operation for the first year; consequently, 

           he is prepared to lose $200,000 this year.

In the second year, Campbell believes that the distribution network will be in place and will expect the new product to generate profit of $200,000.  Additionally, he plans to hire two more sales people at an initial expense of $100,000 each and to increase promotional effort to the distributor trade by $350,000.  Other costs are not expected to increased.  

With this information, what will be the required level of sales (RLS) in units and dollars for Bob Campbell to meet the first year and second year profit objectives?

14. How can a sales executive determine the ability of

       each rep to regain lost customers? 

15.    The Tecumsuh Company manufactures V-belts and distributes them nationally through industrial distributors.  The company requires a sales forecast for V-belts for 2010.  The following information has been obtained from the market research department:



Sales trend = 50 + 10x




    X = quarters



             origin = 2006, 1st quarter




    Y = unit sales (hundreds)



Seasonal Index:



Quarter 1

  75




     2

150




     3

110




     4

  65


Develop a forecast of trend sales for the third quarter,  

         2010.

16. LPC is making their marketing forecast for 2006.

           They sell replacement tires.  Please project their sales

           forecast.


Cars



                    75


Average miles/year

         120


Tires per car


             4


Replacement tire miles

  50%


Life expectancy/tire

         600 miles


LPC market share

             4%

17. Some sales managers believe that regardless of the 

             performance measures used, sales people should be

             judged only on factors that can be directly

             controlled. Please elaborate. 

            What are time measures? Please list four related 

            categories. How do time measures differ from activity 

            measures?

18. After one year of market testing, the manufacturer of a new

                   food product had sold 4,800 packages in the test city of 

                   Louisville, Kentucky.  Assuming that the test market is 

                   representative of the whole nation, determine national sales of 

                   the product. . (Sales & Marketing Management lists surveys with 

                   such information, Louisville contains .4799 percent of U.S. food 

                   sales.

