Outsourcing
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Explain how outsourcing the tube bending might help PPL when making its multi-gyms.
............................................................................................................................................
 (6 marks)

1 (c) Explain how outsourcing the tube bending might help PPL when making its multi-gyms. (6 marks
Relevant answers might include the following: 
• quality is improved so likely to sell more/gain a better reputation 
• makes the multi-gyms safer to use and so injured customers will not sue PPL 
• avoids wastage of tubing and labour 
• specialist business produces tubing more cheaply/to a higher standard 
• avoids demotivating employees by having to reject work 
• avoids having to employ better skilled, more expensive staff. 

Examples of responses: 
• If PPL outsources it means its costs will go down because a specialist is doing the work so the costs fall. (2 marks – issues identified but not developed – no context) 
• By outsourcing PPL will be able to produce better quality multi-gyms. This way the equipment won’t have to go back to be taken to pieces to have the faulty parts repaired. (4 marks). 
• PPL will have to pay the other business to bend the tubing for it, but this will increase the quality of the gyms. The fact the quality improved will improve the reputation of the gyms leading to more sales. This will increase profits if the extra costs of outsourcing are less than the increase in revenue. (6 marks) 
	Level 
	Descriptor 
	Marks 
	Assessment Objective 

	3 
	Provides explanation of how outsourcing can help PPL. 
	6–5 
	AO2 

	2 
	Provides description of reasons for outsourcing in context. 
	4–3 

	1 
	Identifies relevant issues concerning outsourcing. 
	2–1 
	AO1 

	0 
	No valid response. 
	0 
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Power Press Ltd (PPL) is a manufacturer of gym equipment PPL makes its
mult-gyms using batch production. The equipment can be atered to meet customers'
requirements. For example, if the customer wants heavier weights or extra features.
added, this can be done. The Managing Director believes that PPL could save money
by manufacturing the multi-gyms using flow production.

The business employs 60 employees. Most of the employees are low skiled and
are paid fhe miniat wage. Lastyear, 18 of the empoyees It he business, which
is a much higher staff tumover rate than for other similar businesses.

‘The Managing Director conducted a study of the reasons why employees leave.
He found that there were three main reasons.

« The one day induction training programme did not prepare new employees for
working at PPL.

» Employees thought the work was boring.
There was litte opportunity to socialise with other employees.

Recently, several multi-gyms were found to have faults when they were tested for

qualty. The faults were caused by some of the mult-gyms' steel tubing not being

properly bent. This fautty tubing could make the multi-gyms unsafe to use.

‘The Managing Director believes that several of PPLs employees lack the skil to do

the tube bending. He i considering outsourcing the tube bending to a local specialst
usiness.

Source: photograph, Gety Images.

1(a)  Describe whatis meant by a limited company’
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