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Unit 1: Understanding Business Activity

1.1: Business activity

1. OIN17/P12/Q2/a
CGM makes high quality shoes using job production. The production method makes use of
specialisation. CGM operates in a niche market. CGM managers know that all business activity
creates external costs, so they always try to act in ways that protect the environment. The Operations
Director wants to increase profit. CGM could either buy cheaper raw materiais or introduce new
technology into the production process. The new technology would cost $30 000 and could reduce
the number of employees from 30 to 26.

(a) Identify two advantages of specialisation.

-------------------------------------------------------------------------------------------------------------------------------------------

2. O/N 16/P12/Q1/a

APQ is a multinational company. it makes chemicals that are sold to farmers which help increase
the amount of food produced. It plans to open a factory in country X, a developing country with low
interest rates, The Finance Director said: ‘This factory will create many external benefits. APQ is
a public limited company which tries to act in an ethical way with all its stakeholder groups.' The
new factory will cost $100m and there will be an opportunity cost for APQ. The Finance Director
cannot decide which source of finance to use for the new factory.

(a) What is meant by ‘opportunity cost'?

-------------------------------------------------------------------------------------------------------------------------------------------
-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

3. M/J 16/P12/Q4/b

g Nashing machine
manufacturers in country X. The Managing Director is planning to reloc‘g o) ntry Y, which is

a low-cost country. She said: ‘This will allow us to pay employees Iow%g@ < 6D orking long hours

as there are few legal controls on employment and health and safety’ Lo annot be both ethical

and profitable. Changes in exchange rates and import tariffs mifEcau€® us problems when we
start exporting.’ R i

(a) Identify two benefits to Business of specialisation, @ y‘

Benefit 1: oot .@@ ..................................................

Y &

--------------------------------------------------------------------------------------------------------------------------------------
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4. M/ 16/P11/Q2/a

Bushall is a farm. This primary sector business grows award-winning fruits such as pineapples and
bananas. Bushall has 10 full-time and 50 part-time employees. All part-time job vacancies are
advertised on its website, The Government has introduced legal controls for employment including
a minimum wage of $8.50 per hour and a limit on the number of hours an employee can work each
week. The farm manager has said to Bushall's owners: ‘Taylor's theory of motivation might not
work. Our team of employees enjoy what they do. These laws are not good for our employees or
our business!

(a) ldentify two examples (other than farming) of business activity in the primary sector.

EXGMPIB T2 ceeerirtrreriermscieniseiistss s rsn s s s sse st ssuscasbsn s b s E e s e bt s e b s s e

EXIMPIE 2: 1oeereeeenirtsiris st cerass s ssaar e asne st st s s b e s e s em s s b s s s s {2]

5. OIN 14/P11/Q2/b
Rakesh manages a car repair business in country Y. He buys cars that are damaged or have parts
missing. Rakesh adds value by repairing these cars until they look like new ones, He employs
5 workers to do the repairs. The business holds a large stock of car parts and Rakesh always pays
cash for these. However Rakesh's sales are usually on credit.

Table 1: Some information for a typical trading week

Cars bought by Rakesh 6
Average cost of each car $2000
Average cost of parts used per car $500
Weekly wages per employee $1000
Weekly fixed costs $4000
Average price per car sold $5000
Number of cars sold 6

(a) What is meant by adds value'?

---------------------------------------------------------------------------------------------------------------------------------------------------
------------------------------------------------------------------------------------------------------------------------------------------------

----------------------------------------------------------------------------------------------------------------------------------

............................................................................................................. LS
%
6. M/J 13/P11/Q5/b @ é@”l?
S| es
pegple.

AM Designs is a private sector business. It makes dresses. It | ﬁ sful business
because it adds value. Amira is directly responsible for a team ‘Iwanttokeepa

%ﬁnd someone with the
yiln the wrong management

short chain of command but | do need a manager to help
right qualities. All of my team are highly motivated and so ne

style might cause problems. b
(b) Identify two ways that a business could increasg @-
&

------------------------------------------------------------------------------------------------------------------------------------------
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--------------------------------------------------------------------------------------------------------------------------------

7. O/N 12/P12/Qé/c

Colour Rack manufactures paint in country Z. It sells its products to customers both nationally
and internationally. Colour Rack uses a specialist transport company to deliver its products to
customers. The Colour Rack brand is well known. Many of its factory employees are unhappy
at work. They are well paid but lack motivation due to the repetitive nature of their work.

(a) Explain how a manufacturing business adds value to its products.

..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................

------------------------------------------------------------------------------------------------------------------------------------------

8. MM 12/P11/Q2/e

Sunil is a sole trader. He likes owning a small business. His shop sells low price raincoats.
Sales vary throughout the year. The market for raincoats is competitive, but as Sunil makes
a profit he doesn't think competition is a problem for his business. In order to protect

consumers, the Government of Sunil's country has recently introduced new laws to protect
consumers.

(a) Do you think the advantages of owning a small business are greater than the
disadvantages for Sunil? Justify your answer.

----------------------------------------------------------------------------------------------------------------------

--------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------
-----------------------------------------------------------------------------------

--------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------
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------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

9. MM 12/P11/Q3/d

The Government of country H is concerned about the effect of business activity on the
environment. It wants to encourage sustainable development. To do this, it is planning to
introduce laws to encourage environmentally-friendly production methods. A number of
businesses will be affected by these new laws.

The Government of country H has collected the data shown in Table 1. Gross Domestic
Product (GDP) measures the value of the total output produced in a country in one year. The
GDP of country H has risen from $625m in 2000 to $825m in 2011.

Table 1: Percentage of GDP by different sectors

% of GDP
2000 2011
Primary sector 35 15
Secondary sector 40 25
Tertiary sector 25 60

(a) I|dentify and explain three ways a Government couid encourage more businesses to set
up in its country.

L 1T U,

EXPIANALION: ...ceciiiiiiiiicniicniseniineresnssisersssssesassssesserssssessisnserssssssaronsesssnirassesinsisaassessnssons
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1. O/N 17/P12/Q2/a
(@) Knowiedge [2 x 1] — award 1 mark for each relevantadvantage 2

Points might include:

« Increased output OR quicker production OR increased
productivity OR higher efficiency

* lower unit cost OR economies of scale

*  Workers become expert OR more skilled OR focus on what
they are goodat

* Improved accuracy OR better quality OR fewermistakes OR
reduced waste
« Help improve competitiveness

2, O/N 16/P12/Q1/a

(a) Clear understanding [2], e.g. next best alternative forgone 2
OR next best alternative given up {(by choosing another item) [2]

Some understanding [1], e.g. what had to give up OR option not chosen

3. M/J 16/P12/Q4/b

(a) Application [2 x 1] — award 1 mark for each benefit. 2
*  Workers are quicker at producing goods/increased productivity or efficiency/

higher output

Lower (unit) cost/benefit from economies of scale

Every worker focuses on what they are good at/become expert

Improved quality or accuracy or less wastage

More competitive,

4. M/J16/P11/Q2/a

(a) Knowledge [2 x 1] — award 1 mark per example. Points might include: mining, fishing, 2
forestry, oil extraction, logging.

5. O/N 14/P11/Q2/b

©
(@) Clear understanding [2] e.g. the difference between the price of the prod cost of
the resources needed to produce it OR an improvement to the product kes it worth

more [1].
Some understanding [1]: e.g. makes product more valuable. j @
Note — increased value is a repetition of the question and sho,g g‘%@é credited.

6. M/J 13/P11/Q5/b

(a) Knowledge [2 x 1] 1 mark per way 2
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7. OIN 12/P12/Q4/c
(a) Knowledge [2] — allow up to 2 marks for clear understanding of added value which may be

implicit in the example/knowledge of ways to add value.

Application [2] — allow up to 2 marks if the candidate explains how a manufacturing business
could add value to its products. Each example 1 mark e.g. branding, packaging, extra
features [max 2] OR one example explained can get 2 marks.

Adding value is the difference between the price of the finished product/service and the cost
of the input involved in making it [2].

Do not accept quality — as this would suggest higher cost of materials which could reduce
added value.

8. M/J12/P11/Q2/e

(a)

8. M/J 12/P11/Q3/d

(a)

Knowledge [2 x 1]: award 1 mark for identification of relevant advantages or disadvantages.
Analysis [2]: explain how or why it might be an issue.

Evaluation [2]: reasoned judgement made as to whether advantages are greater than
disadvantages for Sunil.
For two evaluation marks, the answer must be clearly in the context of this business.

Points include:

able to offer personal service
own boss

size of market

need to be creative

lack of finance

threat of competition

lack of skills if only Sunil

lack of economies of scale
unlimited liability.

Either viewpoint is possible depending on points discussed.

Context could include; sole trader; likes owning business; very competitive market; new laws;
makes a profit; low price raincoats.

Knowledge [3 x 1]: award 1 mark per way. N

D
Analysis [3 x 1]: award 1 mark for each relevant explang é@. explain how help
encourage businesses to set up).

43

Ways include:

grants or subsidies
low rent

lower interest rates
laws

provision of training
tax allowances
advisory services
development areas
tariffs and quotas.




Business Studies O-l.evel P-1 Workbook 9

1.2: Classification of businesses
Read & Write Publications

41.2: Classification of businesses

1. O/IN17/P12/Q1/a

FlyAway is an airline business. It is in the tertiary sector. It offers low-price flights for business
customers in country J. Customers have to pay extra for luggage and food on the flight. It is a very
competitive market. The Marketing manager knows that improving customer service is important.
Bockings and advertising are done through FlyAway's ticket shops and its website. The Marketing
manager cannot decide whether to close its ticket shops and use only e-commerce.

Table 1: Selected information about two of FlyAway's routes

Route Average number of | Average price per ticket | Break-even number of
passengers per flight (%) passengers per flight

1 85 80 70

2 110 80 90

(a) What is meant by ‘tertiary sector'?

-------------------------------------------------------------------------------------------------------------------------------------------
-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

2. M/ 17/P12/Q4/b

3. MU 14/P12/Qé4/a

Steppa is a shoe manufacturer in the private sector, Steppa has 200 employees who all receive a
high hourly wage rate. The Human Resources Director said: ‘We use a democratic leadership style.
Employees are an important stakeholder group. Happy workers are good for business. Revenue
increased by 10% last year.' The director cannot understand why a high number of workers leave
the business each year. She is looking at other non-financial methods to motivate employees.

(a) What is meant by ‘private sector'? <
QP

&
..................................................................................................................... oS

S
........................................................................................................... S o
.......... X >
................................................................................................ @.........--..-.-..-......
53D 2]

The Government of country B plans to build a new
‘There will be external costs, but | think there will
have to support businesses such as airlines in t
profitable airlines. RU has announced plans on it5 website that it will operate flights to and from
country B in the future, RU is a public limited compary.



Business Studies O-Level P-1 Workbook 10 1.2: Classification of businesses
Read & Write Publications

(a) What is meant by the ‘private sector'?

---------------------------------------------------------------------------------------------------------------------------------------------------
...................................................................................................................................................

---------------------------------------------------------------------------------------------------------------------------------------------------

4. M/J 14/P11/Q1/d
Anouk is a sole trader, She designs and makes jewellery at home, using hired (rented) equipment.

Anouk enjoys selling the jewellery at local markets. Last year her sales revenue increased by $500
to $3000. She plans to use $50 for a marketing budget. Anouk would like to do some primary
market research when she has time. Anouk thinks she should have a business partner.

(a) Identify and explain two disadvantages to Anouk of having a business partner.

DiISadvantage 1: ...ttt sare s snersesses st e see s e resesesses e sesas s aes e s e aeaa e s nares b assrenaeens

Rachel, and her two employees know that good customer

expand her business. Keypeople offers a variety of hu putce services to other businesses,

such as recruiting employees and preparing employ firacts. Rachel has been asked by a

local manufacturing business to recruit a senior ﬁ

(a) ldentity two examples of tertiary sector lt-%n a8 activity in your country, other than a
recruitment agency. &

EXAMPIE T e reranrssessneesars e arsessessesassesassssnsssasasaseesnsnssnsonsonressaesestesasss sasnsvennessnnere
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EXBMPI® 2: oottt ss s [2]

6. M/J 13/P11/Q5/a

AM Designs is a private sector business. It makes dresses. It is a successful business
because it adds value. Amira is directly responsible for a team of 12 people. ‘] want to keep a
short chain of command but | do need a manager to help me. | must find someone with the
right qualities. All of my team are highly motivated and someone with the wrong management
style might cause problems:’

(a) What is meant by the ‘private sector?

------------------------------------------------------------------------------------------------------------------------------------------
------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

7. OIN 12/P12/Q4/a

Colour Rack manufactures paint in country Z. It sells its products to customers both nationally
and internationally. Colour Rack uses a specialist transport company to deliver its products to
customers. The Colour Rack brand is well known. Many of its factory employees are unhappy
at work. They are well paid but lack motivation due to the repetitive nature of their work.

(a) Paint manufacturing is a secondary sector business activity, identify two types of
business activity in the tertiary sector.

TYPE 2 ettt s oo ssse s (2]

8. M/ 12/P11/Q3/a,c

The Government of country H is concerned about the effect of business activity y @D the
environment. It wants to encourage sustainable development. To do this, it is pla
introduce laws to encourage environmentally-friendly production methods, ASER:
businesses will be affected by these new laws.

The Government of country H has collected the data shown in Table
Product (GDP) measures the value of the total output produced in a
GDP of country H has risen from $625m in 2000 to $825m in 2011, <@

@ &
Table 1: Percentage of GDP by different S@Q‘%ﬁ%@

% o!;C-\E@P };@sf
2000 ?@@7@@' 2011

Primary sector 35 %5 q@?\} 15

Secondary sector 40 e 25

Tertiary sector 25 60
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(a) What is meant by ‘tertiary sector'?

------------------------------------------------------------------------------------------------------------------------------------------
------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

(b) Identify and explain two changes between 2000 and 2011 that are shown in Table 1.
03172131+ - TR ECSLRUIE R

EXPIANGHON 1uvorersecisesssesssssssssomssssssissssssemssessarassssssasas s s s st

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

CRANGE 2% 1vuceveeevsessserssermssmsessieasassessstasss s st b eSS

SN LEI 1 R ERRERREINE SR

------------------------------------------------------------------------------------------------------------------------------------------
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1. OIN17/P12/Q1/a

(a) Clear understanding [2): e.g. business or industry which provides 2
OR sells services [1] to consumers OR other sectors of the
economy

Some understanding [1] e.g. provide services

2. MJ17/P12/Q4/b

(@) Clear understanding [2]: e.g. when business activities are owned by 2
individuals OR groups of individuals

Some knowledge [1]: not government controlled or run by
individuals/owned by shareholders

3. MU 14/P12/Q4/a

(a) Good knowledge [2]: e.g. when business activities are owned by individuals/groups of
individuals.

Some knowledge [1]: not government controlled/controlled or run by individuals/fowned by
shareholders.

For two marks, must have idea of ownership and by whom.,
Do not accept ‘privately owned' as does not explain term OR ‘owned by the people’ as it is

too vague
4. MU 14/P11/Q1/d

(a) Knowledge [2 x 1] — award 1 mark for each disadvantage identified 6
Application [2 x 1] — award 1 mark if relevant reference made to Anouk
Analysis [2 x 1] — award 1 mark for each relevant explanation

Note: For each reason maximum 3 marks [1k + 1app + 1an).

5. MU 14/P11/Q2/a

(a) Knowledge [2 x 1] 1 mark per example 2
Examples might include: Hairdressers, transport or distribution company; bankj g, retailers,
doctors. Accept any reasonable answer but only one example of a retailer. (" Q©

Do not accept names of businesses on their own or answers such as self
6. M/J 13/P11/Q5/a \@\\
(a) Good knowledge [2]: When business activities are owned by ingdj @@[2]

Some knowledge [1] e.g. run by individuals OR not contro @dlreﬁy by government OR aim
to make a profit OR controlled by person/group of peop

7. OJ/N 12/P12/Q4/a
(a}) Knowledge [2x1] 1 mark per example
Allow any reasonable answer
Answers either generic e.g. service activi g8 C|f ic examples of service activities such
as insurance companies.
Do not accept two examples of retailing OR names of businesses alone.
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8. M/ 12/P11/Q3/a,c

(a)

(b)

Clear understanding [2] e.qg. industry which provides/sells services [1] to consumers and/or
other sectors of the economy.

Some understanding [1] e.g. provide services plus an example [+1].
Do not accept examples on their own e.g. delivery company, accountant, shop. 2

Knowledge [2 * 1} award 1 mark for each change identified. 4
Analysis [2 x 1]: award 1 mark for each relevant explanation (i.e. why change occurred).

Changes shown:

e Fall in primary sector [1] — because of number of poor harvests/reduction in land
available for farming/people move to other sectors in search of higher wages/
environmental protection laws/more recycling leads to less demand for the primary sector

» Fall in secondary sector [1] — due to cheaper costs of manufacturing overseasfchanges in
demand so less products sold by country H/environmental protection laws

s Rise in tertiary sector [1] — increased incomes so people are able to spend more on
services and leisure activities/skills base changed so more suited to service provision/
more developed country.
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1.3: Enterprise, business growth and size

1. O/N 17/P12/Q3/a,d

1.3: Enterprise, business growth and size

Yanis owns a busy restaurant in the city centre. He employs 4 skilled chefs and 6 workers to serve
in the restaurant. All employees are on part-time contracts. The chefs are paid a high hourly wage
rate, but receive no bonuses. Yanis is worried that too many chefs leave. He is thinking of other
ways in which he could motivate the chefs. Yanis wants to open another restaurant but is worried
about problems linked to growth. He has prepared a balance sheet as part of his business plan.

An extract is shown in Table 2. The current ratio was 1.2:1 in 2016.

Table 2: Extract from balance sheet as at 30 September 2017 ($ 000)

Non-current assets 160
Current assets 60
Current liabilities 40
Non-current liabilities 120

{a) Identify two main parts (other than finance) of a business plan.

---------------------------------------------------------------------------------------------------------------------------------

e e st ee e e b fe bt sr eSS ra et e e e aE e nsserasnaeab e saeeasnrrsntesaensses 2]

(b) ldentify two possible problems for Yanis if he expands his business. Explain what he might
do to overcome each problem.
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2. O/N 17/P11/Q1/a,b,c,
Ella has just left college and wants to start up her own business. She has designed a new bicycie
light with a safety feature not found in any rival products, Ella knows obtaining finance will be difficult.
She plans to have the lights produced in another country. Each light will cost $8 to produce. Ella
cannot decide whether to use price skimming. She said: ‘| have received orders for 300 lights and
| have not even started promoting them'. Ella wants to be a successful entrepreneur.

Table 1: Information on possible promotion options for Ella’s bicycle light.

Option 1: Set up her own website | Option 2: Advertise in specialist
magazine

Cost information |$500 for web page to show product |$300 for full page colour

specifications and contact details  |advertisement

Other information | For extra $750 website would allow | One of the most popular cycling

customers to order online magazines in the country.

(@)

(b)

(c)

Identify two characteristics of a successful entrepreneur.

CRATACLEMSHC Tieeeieeeereeeereriisessrsesessrsssnnersasmssarstessstsssassssatisnsssasssssntssons mssnt stbasttsss sesarussararss
ChArACIBrSHC 2:...cuverreersrsereiseersercnrscnssssssissensassasossasssssansissassontareossnrnrsbns sosssassas ionassrantsasassn
........................................................................................................................................... {2]
Identify two possible reasons why Ella plans to produce the lights in another country.
REASOM Tieiieirrrersseresresressrserssisisessorsarsassssssssasnsssssssbsetsissassssasssessssasssssassessenttssssstsssestsssssanesss
REASOM 2:iivverereresnerissresessssnsiesassassassassssssbtsssssssssssessasassssastesasssssststsesassanssssssssssnsaesssssssses
........................................................................................................................................... (2]

business.

REAESON T..cciieriiiiirnitisneressssnses s sssssiosssassisasascsmessstsreseasssassstsssensanens -

-----------------------------------------------------------------------------------------------------

----------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------
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3. O/N16/P12/Q1/b
APQ is a multinational company. It makes chemicals that are sold to farmers which help increase
the amount of food produced. it plans to open a factory in country X, a developing country with low
interest rates. The Finance Director said: ‘This factory will create many external benefits. APQ is
a public limited company which tries to act in an ethical way with all its stakeholder groups.’ The
new factory will cost $100m and there will be an opportunity cost for APQ. The Finance Director
cannot decide which source of finance to use for the new factory.

(a) Identify two possible external benefits that might result from the new factory.

-------------------------------------------------------------------------------------------------------------------------------------------

4. OIN 16/P11/Q3/b
(a) !dentify two parts (other than marketing) of a business plan.

-------------------------------------------------------------------------------------------------------------------------------------------

5. M/J 16/P12/Q3/e

Alex and Raul are business partners. They started a bicycle repair business with their own savings
as the bank would not give them a loan. Raul does most of the repair work, while Aiex manages
the accounts. Alex is surprised that the business has made a small profit in the first year. ‘We can
use this profit to expand. | don't know why people think we would benefit from having a business
pian. Much of the demand for our repair business comes from our friends who own bicycles.’

Table 2: Extract from balance sheet as at 31 March 2016 ($)

Non-current assets 3000
Current assets
Current liabilities

Non-current liabilities

--------------------------------------------------------------------------
-----------------------------------------------------------------------
-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------
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...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................

-------------------------------------------------------------------------------------------------------------------------------------------

6. M/J 16/P11/Q4/b
Nuwan is a sole trader. He has a specialist sports shop selling a wide range of cricket and tennis
products. His 3 employees are trained to provide good customer service. Nuwan is pleased the
economy is growing but he is worried that interest rates might be increased. He believes his small
business has advantages compared to large retailers. Nuwan would like to improve profit margins
and thinks the best way to do this is to reduce costs.

{a) Identify two possible features which show that the economy is growing.

FRAIUIE 11 1uvueueriiisiececsiresemeeseestsssessarsorsesssssssasamsssssssssesssasesssssssssssssmssssssesmenenenseeesesssmsseess

FEALUIE 2! ...t snesesae st et erene et s e s s en s sassaeeanssasbe st sbestentoneme s emesesnerssanes f2]

7. OIN 15/P12/Q2/a
CLW makes wood furniture, including chairs and tables. Demand has risen quickly over the past
3 years and the business needs to increase the scale of production at its factory. The factory is
located near the city centre in an area of low unemployment. The Finance Director has produced a
business plan, including a balance sheet. The Finance Director is pleased with CLW's liquidity.

Table 1: Extract of financial information

2013
Non-current {fixed) assets ($m)
Current assets:
Inventory (stock) ($m)
Trade receivables (debtors) ($m)
Cash ($m)
Total current assets ($m)
Current Liabilities ($m)
Current ratio
Acid test ratio

(@) What is meant by a ‘business plan'?

---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------
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---------------------------------------------------------------------------------------------------------------------------------------------------

8. OIN 15/P11/Q2/b
Ramford is a private limited company. It has four factories which make a wide range of food
products including breakfast cereal and ice cream. The Finance Director is worried about the
company's financial performance. She has read that many businesses failed in the last year. 'l
think we are suffering from diseconomies of scale’ she said. Ramford’s directors have decided to
cut the number of different products it makes from 80 to 10.

Table 2: Extract from accounts

2013 2014
Revenue (sales} {$m) 200 150
(Net) profit ($m) 70 60
Capital employed ($m) 280 300
(Net) profit margin 35% ?
Return on Capital Employed 25% ?

(a) Identify two causes of business failure.

CAUSE 15 vruvenerereeseresssessessessossraersassesstssssssonmassssssesssassnresss isensistssarserassastessat tastostissmessnisasanssssnrntas

---------------------------------------------------------------------------------------------------------------------------------------------------

9. M/J 15/P11/Q3/d
Si and Ramon are friends. They want to set up a photography business. They would take pictures
at weddings, birthdays and other special events. The business will be a partnership. Based on their
primary market research, Si believes there is enough demand. Ramon has produced;a} business
plan which shows they need $8000 for a shop and $4000 for equipment. They plan p@d $500

on promotion, but cannot agree on the best method to use. \>@
R

{(a) Identify and explain two advantages to business of having a business,
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10. M/J 14/P12/Q1le
LEK owns 80 electrical shops. It sells products such as cell (mobile) phones and televisions. The
Marketing Director believes offering customers a choice of products heips LEK to be competitive.
LEK must use suitable ways to communicate with its customers. LEK's directors are planning a
takeover of a competitor. This competitor owns 40 shops and operates in the same 4 regions as
LEK.

Fig. 1: LEK organisational chart

Managing Director

I
I I I I
HR Finance Director Operations Director Marketing Director
Director
I
I I I I
Region 1 Region 2 Region 3 Region 4
Manager Manager Manager Manager
I I | l
Shop Managers Shop Managers Shop Managers Shop Managers
x20 x20 x20 %20
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---------------------------------------------------------------------------------------------------------------------------------------------------
---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

M/J 14/P12/Q3/a

SENG manufactures cameras. Last year its market share increased by 2% to 18%. Production is
capital intensive. This allows SENG to use lean production methods such as just-in-time. Cameras
have a short product life cycle. SENG spends $200m each year on extension strategies. The
Marketing manager thinks that an increase in market share will lead to higher profits.

(a) What is meant by ‘capital intensive?"

---------------------------------------------------------------------------------------------------------------------------------------------------
---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

O/N 13/P11/Q5/b

Dmit is a partner in a small retaif clothing business. The business has been successful, but it
is finding it difficult to compete against larger retailers. The partners are thinking of converting
the partnership into a private fimited company.

(a) Identify two ways of measuring the success of a business.

WY 1 s sttt st sest s ses s sees s ess oo
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.............................................................................................................. e [2)
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O/N 12/P12/Q2/e @

Just4U manufactures motor car parts. The production method e @I intensive, The
management believes that the company benefits from e Q50 ies&fg scale, However,
problems with the workers in the factory have led to poor pfbduction, Despite this,
the Managing Director believes that the company must cehtinue é;)"- row if it is to achieve its
objectives. The business is planning a takeover of a co

(a) Do you think that a takeover of a competitor
manufacturer? Justify your answer.

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------



Business Studies O-Level P-1 Workbook 22 1.3: Enterprise, business growth and size
Read & Write Publications

e e et snenen
.....
OO USROS R oo eeee s sess s o
oot e ee e s eeeeeeesimsesesesesees oo ees e sere e
........
........
.............
.......
...........
...... S sovopessseees

14, OIN 12/P11/Q5/e

Greenfield manufactures furniture. The company imports wood and other raw materials
from several countries. Marcos is the Managing Director of Greenfield. Marcos said that his
company was affected by import quotas and changes in exchange rates. He said: 'Greenfield
has to buy its raw materiais from other countries as there are no timber (wood) resources in
our own country.

(a) Greenfield's management is thinking of expanding the business by taking over another
furniture manufacturer. Do you think this is a good idea for Greenfield? Justify your

answer.
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15. M/J 12/P12/Q2/b
Bray Electrics is a large manufacturing company. The company makes engine parts for
the car industry using batch production, The Managing Director is always looking for ways
to introduce new technology in the business. He believes ‘our workers like change'. He is

(a) ldentify two ways of measuring the size of a company.
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1. OI/N17/P12/Q3/ad

(a)

(b)

2. OMN 17/P11/Q1/a,b,c,

(@)

Knowledge [2 x 1] award one mark per part
Points might include:

»  Executive summary

+ Business aims OR targets OR vision statement

+  Marketing OR any element of mix e.g. pricing, product, place or
promotion

Market research OR Competition

Human resources OR number of employees OR skills needed
Production details OR break even

Organisational and management details e.g. structure, type of
business, name and location of business

Knowledge [2 x 1] — award 1 mark for each problemidentified

Application [2 x 1] — award 1 mark for each relevant reference
made to this business

Analysis {2 x 1] - award 1 mark for each relevantsolution to the
problem identified

Possible points might include:

»  Access to finance [k] so could ask the bank for a loan to help
purchase [an}his new restaurant [app]

« Cash flow problems OR lack of working capital [k] as need to
buy additional ingredients [app] so try to arrange higher credit
limit [an]

*  Need to recruit more workers [k] so needs to decide on a
suitable way to advertise vacancies [an] such as catering
magazines [app]

*  Communication problems [k] could hold regular meetings to
keep everyone informed OR involved [an] with his chefs or
serving staff [app] ®)

« Competition or lack of demand [k] so could use promotions [an]

» Government OR legal controls [k] so may ask for legal advice ©
to check he is not breaking any laws [an] when selling food NS
[app)

«

+  Ability to manage or control two locations [k] so could recn@ ®@

manager [an] to oversee the second restaurant [app] @ 6
« Having a consistent quality [K]

Knowledge {2 x 1] — award 1 mark for each releva cteristic 2

Points could include: risk taker, innovator, cre ive
independent, effective communicator, leadershi
results driven, good at networking, multi-skilled

nitiative, self-motivating/determined,
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Application: [2 x 1] award 1 mark for each relevant reason 2

Points might include;

* lower costs

* no local factory or capacity to make it
* access to materials

*  Fewer restrictions

Knowledge [2 x 1] - award 1 mark for each relevant reason 4
Application [2 x 1] — award 1 mark for each explanation in context
Possible points might include:

No business experience [K] of making lights [app]

Seen as higher risk OR don't trust her OR can't repay [K] as just left college [app]
Can offer no security [k]

May not have a business plan OR documentation to support request for finance [K]
Unproven product [k]

3. OIN 16/P12/Q1/b

(@)

Application {2 x 1] award one mark per benefit
Points might include;

* Jobs createdflower unemployment

» More choice of chemicals for farmers

* higher amount of food possibie
Infrastructure/more roads
Increase orders for suppliers
Help attract other (chemical) businesses to area
Taxes paid to government
Increase skills of local people/training
Reduce imports/could increase exports
Assist economic growth
Bring new technology into country

4. O/N 16/P11/Q3/b

(a)

5. MU 16/P12/Q3le

(@)

Knowiedge [2 x1] award one mark per part 2
Points might include: cash flow forecast, location, human resources plan,
production details, business aims

*

Knowledge [1] — award 1 mark for identification of relevant issue(sa ;
Application [1] — award 1 mark if relevant reference made to this-hirs
Analysis [2] - award up to 2 marks for relevant development of goint(g).

Evaluation [2] - justified decision made as to whether Alexafd Rawl business
needs a business plan to be successful in the future, ﬁ
d

Either viewpoint is acceptable. Relevant points might i

* Have some knowledge already [k] as have fri ri%wi
* Business already successful [k] as made fé@pm 9
» Gets out of date quickly [k] so time spent arj

[ ]

Support loan applications/attract inve [
[app] show they are able to repay [an]

* Guide business/help set objectiveslchecklist/monitoring [k] to help decision
making/see what action they need to take [an] in order to expand [app)

ikes [app]
n first year [app]
it is wasted [an)

don't have to use own savings




Businass Studies O-Level P-1 Workbook 26 1.3; Answer Section

10.

11.
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« Provide an estimate of costs/what type of finance they need [k] so better able to
raise necessary funds [an]
e  Motivate [K].

M/ 16/P11/Q4/b

(a) Knowledge [2 x 1] - award 1 mark per feature. 2
Points might include: rise in GDP, falling unemployment, shortage of skilled workers,
higher living standards, business profits rising/business growing, increased
spending/demand, rising investment.

OIN 15/P12/Q2/a

(a) Clear understanding [2] e.g. a document containing the business aims/objectives and 2
important details about the operations, finance and owners of a business OR states
aims/objectives and shows how business aims to achieve them
Some understanding [1] states one element of plan e.g. shows marketing strategy/production

costs
OIN 15/P11/Q2/b
(a) Knowledge [2 x1]1 mark per cause 2

Points might include:

o lack of management skills

« actions of competition

¢ change in government laws

» poor product rangefoutdated products
« lack of demand/recession

e lack offpoor market research

o lack of finance/cash flow problems

« diseconomies of scale/over expansion

Note: points could refer to either new or established business. Accept any reasonable

answer.

M/J 15/P11/Q3/d

(a) Knowiedge [2 x 1] —award 1 mark for each relevant advantage [max 2] 6
Application [2 x 1] — award 1 mark if relevant reference to Si and Ramon's busir %
Analysis [2 x 1] — award 1 mark for each relevant explanation q

©
M/J 14/P12/Q1/e
(a) Knowledge [2] - award up to 2 marks for identification of relevant | 6

Application [1] — award 1 mark if relevant reference made to L @é@ess.
Analysis [1] — award 1 mark for relevant development of poinifg)

Evaluation [2] - justified decision made as to whether the ovould benefit LEK. Either
viewpoint is acceptable. ~@°

M/J 14/P12/Q3/a 5
(a) Good knowledge [2]: e.q. machinery is the key r ather than labour. 2
Some knowledge [1]: e.g. use machines. @



Business Studies O-Level P-1 Workbook 27 1.3: Answer Section

Read & Write Publications

12. O 13/P11/Q5/b

(a)

Knowledge [2 * 1] one mark per way 2

Points might include

*  Objectives of owners met
Acceptably high ROCE/profit margin
Survival

Market share

Sales value or volume
Level of profit earned
Market leader

A good reputation
Growth

High share price

13. OIN 12/P12/Q2/e

(a)

Knowledge [2] Identification of issues. 6

Application/analysis [2] — develops the point to explain how or why affects the shareholders.

Evaluation [2] reasoned judgement made as to whether shareholders will benefit from

takeover.

Points might include:

e increased profits [k] which could lead to an improved rate of return on capitalf/increased
dividends [an]

e less competition [k]

« successful takeover could lead io an increase in share price [K]

 |lessen risk to shareholder of business failing [k] as they have a larger market share [an] so
an increased stability of the company [an]

» no guarantee that increased profits will happen [k]

« the ability to gain benefits from takeover [e.g. economies of scale].

14. O/N 12/P11/Q5/e

(@)

Knowledge [2] 6
Application/analysis [2]
Evaluation [2]

Advantages might include:

« Economies of scale

» Larger market share

* Wider product range

e Larger customer hase
Disadvantages might be:

e Organisational problems
+ Diseconomies of scale

+ Finance issues

The evaluation could be something like: ‘1 think #\wo
should allow the business to increase its an
and more secure’. %;L

It is not necessary to cover both the advantag
marks.

e a good idea to do this because it
arket share making it more profitable

nd the disadvantages for Greenfield for full
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15. MM 12/P12/Q2/b

Knowledge [2 x 1]: one mark per measure.
Measures include:

(a)

D

sales value OR value of output OR revenue
capital employed

number of employees

value of balance sheet

market share.

o NOT reward profit/outlets/machines/number of assets/amount of output.

1.3: Answer Seclion

—
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1.4: Types of Business Organisation

1. O/N 17/P11/Qdic

CHONS is a public limited company. The directors want to open a new coal mine. All the coal will
be exported. The Managing Director is hopeful that the Government will allow the coal mine to be
opened. She said: ‘CHONS always meets legal controls. In an area of high unemployment surely
creating jobs is more important than protecting the environment. Most stakeholder groups including
shareholders and suppliers are happy. CHONS will not be asking for any Government support.’

Table 3: Information about the proposed coal mine

Planned output 50m tonnes per year

Number of years coal mine will operate 60 years

Jobs created 10000

Level of waste products causing pollution High

Risk of traffic problems High

(a) Identify and explain one advantage and one disadvantage of CHONS being a public limited

company.
Fa e AT 31 - T = O
EXPIanation:..........cimiiiniiisiinissenisanssinssinsiss s sssssassssans
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2. MM 17/P12iQ3/e 5
Five years ago Manisha started making cakes for celebrations, such @‘%s and birthdays,
from her home. Now she has a small shop and 3 employees, Prodii& quéity is important to her
business. Manisha said: ‘| have benefited from the economic bo t | didl not expect demand to
increase by 500% each year. Somehow | have managed to ¢ t
the challenges of being a sole trader. The business is p??g;l atNast but | have to work every

day.’ A friend has offered to become Manisha'’s busines
§§0|> .
si

{a) Do you think cake making business should havb s partner? Justify your answer.

-------------------------------------------------------------------------------------------------------------------------------------------
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-------------------------------------------------------------------------------------------------------------------------------------------
-------------------------------------------------------------------------------------------------------------------------------------------
-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------
-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------
-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

3. M 17/P11/Q1/a
QCH is a multinational company which makes a range of luxury cars. Last year it made a profit of
$700m. One of QCH's objectives is to enter new markets. QCH wants to start producing cars in
country C, a fast growing economy. The Finance Director said: ‘Meeting customer needs is important.
We could form a joint venture or set up our own factory. Both opticns will be expensive, costing
$800m. | think QCH’s expansion into country C could be good for other businesses there.’

(a) What is meant by a ‘joint venture'?

-------------------------------------------------------------------------------------------------------------------------------------------
-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

4. OIN 16/P12/Q1/c
APQ is a multinational company. It makes chemicals that are sold to farmers whj crease
the amount of food produced. It plans to open a factory in country X, a developj with low
interest rates. The Finance Director said: ‘This factory will create many e arefits, APQ is
a public limited company which tries to act in an ethical way with all its ﬁm groups.' The

new factory will cost $100m and there will be an opportunity cost for-APT. Finance Director
cannot decide which source of finance to use for the new factory. ©
2,
(a) ldentify and explain two advantages to APQ of being a m@f%ompany.
0
I
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-------------------------------------------------------------------------------------------------------------------------------------------

5. M/IJ 16/P12/Q3/d
Alex and Raul are business partners. They started a bicycle repair business with their own savings
as the bank would not give them a loan. Raul does most of the repair work, while Alex manages
the accounts. Alex is surprised that the business has made a small profit in the first year. ‘We can
use this profit to expand. | don’t know why people think we would benefit from having a business
plan. Much of the demand for our repair business cormies from our friends who own bicycles.’

Table 2: Extract from balance sheet as at 31 March 2016 ($)

Non-current assets 3000
Current assets 2500
Current liabilities 2000
Non-current liabilities 1500

(a) Identify and explain two benefits to Business of having a business partner.

BBNEIIL 11 et sassee s s st se e e st s e e e




6. M 16/P11/Q4/a
Nuwan is a sole trader. He has a specialist sports shop selling a wide range of cricket and tennis
products. His 3 employees are trained to provide good cusiomer service. Nuwan is pleased the
economy is growing but he is worried that interest rates might be increased. He believes his smalt
business has advantages compared to iarge retailers. Nuwan would like to improve profit margins
and thinks the best way to do this is to reduce costs.

(a) What is meant by a ‘sole trader'?

...........................................................................................................................................
-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

7. OIN 15/P11/Q4le
Tebo has recently been made redundant from his job as a car mechanic. He is thinking of setting
up his own business. Even though he has no mana
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O/N 15/P11/Q2/a

Ramford is a private limited company. It has four factories which make a wide range of food
products including breakfast cereal and ice cream. The Finance Director is worried about the
company’s financial performance. She has read that many businesses failed in the last year. ‘I
think we are suffering from diseconomies of scale’ she said. Ramford's directors have decided to
cut the number of different products it makes from 80 to 10.

Table 2: Extract from accounts

2013 2014
Revenue (sales) ($m) 200 150
(Net) profit ($m) 70 60
Capital employed ($m) 280 300
(Net) profit margin 35% ?
Return on Capital Employed 25% ?

(a) What is meant by a ‘private limited company’?

...................................................................................................................................................
...................................................................................................................................................

---------------------------------------------------------------------------------------------------------------------------------------------------

9. M/J 15/P12/Q2/a

10.

Alkin is a multinational company. It manufactures breakfast food products including many leading
brands of cereal. Alkin plans to start selling in country Z, which is a fast-growing market. Alkin
plans to form a joint venture with a local business, based in country Z, ‘Effective communication
will be important to our success but | think there are many advantages in expanding this way’ said
Alkin's Managing Director. The Government of country Z is worried about the effect of multinational
companies like Alkin on consumers.

(a) What is meant by a ‘multinational company’?

-----------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------

M/J 15/P11/Q3/a
Si and Ramon are friends. They want to set up a photo yHsiness. They would take pictures
at weddings, birthdays and other special events. The l:(g/gﬁe ill be a partnership. Based on their
primary market research, Si believes there is en d nd. Ramon has produced a business
plan which shows they need $8000 for a shop and: for equipment, They plan to spend $500
on promotion, but cannot agree on the best method té'use.
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(a) What is meant by a ‘partnership’?

---------------------------------------------------------------------------------------------------------------------------------------------------
---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

11. M 15/P11/Q2/e

Country S is enjoying an economic boom. During this time, businesses have increased their profits
and unemployment has fallen. The only problem is inflation. Afl Active is a private limited company.
It owns 20 sport and fitness clubs in country S. The Managing Director said: ‘This is a good time
to expand by opening 5 more clubs. Finding the right locations is important. We will need to recruit

more employees. He cannot decide whether it would be an advantage for Al Active to become a
public limited company.

(a) Consider the advantages and disadvantages for All Active of being converted to a public

limited company. Do you think All Active should become a public limited company? Justify
your answer.
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12. O/N 14/P12/Q1/a,d,e
Abdula manages a business partnership that makes sports clothing. The business is working at
full capacity. It employs 12 people who are paid on a piece rate basis. The partners have an
objective to increase profits by 10% each year for the next 5 years. They are thinking about a joint
venture with another manufacturer of sports clothing as one way of achieving this objective.

(a) What is meant by a ‘business partnership’?

---------------------------------------------------------------------------------------------------------------------------------------------------
---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

(b) Identify and explain two advantages to the partnership of a joint venture with another
manufacturer of sports clothing.

AQVEMIAGZR 1. .ottt se et s r b et berese e sesms s se s enesaosssasenenesenseesesnenns

Explain two ways (apart from a joint venture) that the
objective of a 10% annual increase in its profit over t ext
is most likely to be successful. Justify your answer. b ob(‘




Business Studies O-Level P-1 Workbook 6 1.4: Types of business organisation

Read & Write Publications

---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

13. OIN 14/P11/Q1/a

14.

Lu is a sole trader. He manages a bakery shop making and selling bread and cakes. He employs
4 workers all of whom are paid on time rate. Lu wants to expand the business by buying a new
shop and using it as a café (restaurant). He also wants to make a wider range of cakes, such as
wedding and birthday cakes, for which he thinks there is a demand. At present the business seils
all of the bread and cakes it makes.

(a) What is meant by a ‘sole trader'?

---------------------------------------------------------------------------------------------------------------------------------------------------
---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

M/J 14/P12/Q2/b
Cutter is a family owned private limited company. It manufactures a luxu

2013 sales revenue increased by $3m and retained profits also increasedg{
working' said the Marketing Director. Cutter's Operations Director think
still the right method of production to use, but he cannot decide wh
fraining is better for the business.

: coats. In
Ihe sharketing mix is
t h production is
q@@e job or off the job

(a) Identify two possible advantages to Luxury coat manuf 5eing a private limited
company. :




Business Siudies O-Level P-1 Workbook 37 1.4: Types of business organisation

Read & Write Publications

15. OIN 13/P12/Q4/a,b,d,e

Country A has a mix of private sector and public sector enterprises. Figures 1-3 give some
data about the two sectors.

Fig. 1: Average hourly Fig. 2: Average hours Fig. 3: Number of
wage worked per week employees in public
sector
10+ Public 45 1._Private Sector " 144 M
Sector g S 12
o 81 o 401 =
= E
Public '\
6 Private 351 sector - I:I
Sector
o 0F———— oLl 11
2000 2006 2012 2000 2006 2012 2000 2006 2012
(a) Iidentify two examples of public sector enterprises.
EXAMPIE 11 oovircrirnrrseesrerrrenmistisesnssssessisissestensansassnsssnssssssassanesssassssstasssssesssstsmsassnstssssnesasss
EXAMPIE 27 1vvveeeeiceeetsisisiessirestrsesiesssessssarrestssssssssonsrsassasesssstsrestsssanssistiissssnssssisasssassassansses
..................................................................................................................................... {2}
(b) Identify two aims that public sector enterprises often have.
AUITY 1 oreoeesererseersasssessesnesensasnsssossssssssnsnssssesssssntssessbasbtsssssatnssssnastiessssstsssssnsressssitsassarnesnonsanes
AUTTL 22 vieiiiicsniesasireesressrussessnsessenssbass snestisesnasssssssassssassassasarsssssanessnesssssansvonsssssissnsases

{c)

---------------------------------------------------------------------------------------------------------------------

Change in FIQUIE 2: ..c.ueeiiesccreriniierissnissniss s e sttt shsssasssasssssssssassassenssusas

------------------------------------------------------------------------------------------------------------------------------------------
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EXPIANALION: oottt st b e s e e e e e r e naen

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

(d) Do you think that a large decrease in the number of employees in the public sector in
country A will benefit all workers? Justify your answer.

..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................

------------------------------------------------------------------------------------------------------------------------------------------

..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------

%
16. O/N 13/P11/QS5/a,e P
Dmit is a partner in a small retail clothing business, The business ha@eer@:ccessful but it

is finding it difficuit to compete against larger retailers, The partn @e |ng of converting
the partnership into a private limited company. @% o

(a) Identify two features of a partnership.

------------------------------------------------------------

o B
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(b) Consider the advantages and disadvantages of converting the partnership into a private
limited company. Recommend whether the partners should do this. Justify your answer.

AGVANTAGES. 1.curereenrrssessesssismnsssssssesestisosimstssias et sassbat st a s s e s e

------------------------------------------------------------------------------------------------------------------------------------------
------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------
------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

17. M/S13/P12/Qi/c

Brakker is a public limited company which specialises in building large boats. Each boat
costs $4m to build and the company adds 30% to the total cost to calculate the selling price.
‘ ast year profits fell — but this happens in a recession’ said the Finance Director. ‘Yes, | am
worried. If we cannot get more orders we will have to make some of our skilled workers
redundant.’ All Brakker workers are members of a trade union.

(a) Identify and explain two advantages to a business of being a public limited company.

---------------------

--------------------------------------

----------------------------------------------

------------------------------------------------------
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18. M/J 13/P11/Q1/a,c

Kew Construction is a public limited company. It specialises in building large houses. Each
house costs $30 000 to build and the company adds 40% to total cost to calculate the selfing
price. Last year sales fell by $390m and dividends were reduced. The Human Resources

Director is worried: ‘If sales do not improve, | will need to make some workers redundant.
How can | decide which workers tc make redundant?'

(a) What is meant by ‘dividends’?

------------------------------------------------------------------------------------------------------------------------------------------
------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

(b) Identify and explain two disadvantages fo a business of being a public limited company.

DISAAVANTAGE 11 ...covceeiiriierireiiieeiiiicsisne et essse s s sesbe st ssbe st ansesnssmsnsesasanessessesssssssnnane

------------------------------------------------------------------------------------------------------------------------------------------
-----------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------
------------------------------------------------------------------------------------------------------------------------------------------

-----------------------------------------------------------------------------------------------------------------------

--------------------------------------------------------------------------------------------------------------------------------------

Profit/Loss Account,

Table 1: Celtic Springs Profit/Loss Accoun

Sales revenue

Cost of sales

Gross profit
Overheads/expenses
Net profit

The accounts of the business also show that the capital employed by Celtic Springs was
$650m.

< ILEZ
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(a) Identify two functions of an Annual General Meeting.

Function 1:

-----------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

20. M/J 12/P12/Q3/a

HTB is a public limited company. It manufactures a range of computers, HTB spends a lot
of money on advertising as it is in a competitive market. The management believes that the
product is the most important element in their marketing mix, To meet increasing demand
HTB is looking to expand their business. It plans to raise extra capital by issuing more shares.
The Finance Director has been looking at the data in Table 1.

Table 1: Selected financial data from HTB ($m})

2011 2012
Sales 400 520
Net Profit 40 75
Long Term Liabilities 200 220
Capital Employed 400 500

(a) What is meant by ‘public limited company'?

------------------------------------------------------------------------------------------------------------------------------------------
------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

21. M/J 12/P11/Qd/a

Rapid Call is a private limited company. It manufactures a range of celi {m
The demand for these is increasing. Its products have several special fea
not available from other phone manufacturers. It sells its products directiy 46

Rapid Call uses competitive prlcmg for all products. The Finance Direc een Iooknng
at the accounts. A summary is shown in Table 2. In 2011 the gross rgin was 40%.
Table 2: Profit/Loss Account for Rapid Call for year endir:é%hg%ril(jﬁ 2 ($000s)

Sales 450(@

Cost of Sales ﬁ n.‘

Gross Profit @@

Overheads 95

Net Profit 55
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(@) What is meant by ‘private limited company'?

------------------------------------------------------------------------------------------------------------------------------------------
------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------
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Answers Section
1. OIN 17/P11/Qdlc

(@) Knowledge [2 x 1] award one mark for each advantage and disadvantage 4
Application [2 x 1] award one mark for each relevant reference to this business

Advantages:

*  Able to sell shares on stock market [k] so no limit to potential number of
shareholders [app)

*  Access to more sources of finance [k] so do not have to ask for support from
Government [app]

» Limited lability [K]

*  Separate legal identity [k] of mining business and owners [app]

*  Better status OR seen as lower risk [k] so suppliers more willing to offer credit [app]

Disadvantages:

* Have to disclose accounts [k] so less able to keep expansion plans secret [app)
*  Many legal requirements/regulations [k]

*  Selling shares expensive [k]

* Risk of loss of control [K] for the original shareholders [app]

2. M/J 17/P12/Q3/e
(a) Knowledge [1]: award 1 mark for identiﬁcatiqn of relevant point(s) 6

Application [1]: award 1 mark for a relevant reference to this business
Analysis [2]: award up to 2 marks for relevant development of point(s)

Evaluation [2]:award up to 2 marks for a justified decision made as to
whether Manisha should have a business partner

Points might include:

@ Share workload OR responsibility [k] so does not have to work
everyday [app] which could reduce her own stress OR allow her
more free time [an]

@ More ideas OR skills [k] from her friend [app] which could make the
business more competitive [an]

o Extra source of finance [k] which is important as interest rates hig @

[app] so less need to borrow money [an] NP
e Still has unlimited liability status OR liability for debts [k} as b 3@ b@}
K ®
)

sole trader [app] but possible losses can be shared fanj
® Loss of some control [k] over type of cakes made [ap @ ‘.
» Risk of disagreements OR slow decision making [k] SS
responsive to changes in customer demand [an] &
w Have to share profits made [k]

3. MU 17/P11/Q1/a (&
(a) Clear understanding {2]: when two or more S
{new) project together so share risks OR capital GJ profits OR resources.

Some understanding [1]: two business agree to work together (on a
project).
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4. O/N 16/P12/Q1/c

(a)

Knowledge [2 x 1] — award 1 mark for each relevant advantage 4

Application [2 x 1] — award 1 mark for each explanation in context
Relevant points might include:

o Access to new marketiincrease sales/market share [k] as people need food [app]

e Reduce production costs, e.g. lower labour costs OR lower health and safety costs OR
land costs [k] as X is a developing country [app];

» Spread risk [k] when selling chemicals [app]

e Easier access to raw materials [k] for all its factories [app]

« Avoid barriers to trade [k]

« Remain competitive [k]

« Reduce transport costs (as can produce goods nearer market)
» Economies of scale, e.g. purchasing, finance [k] {only once)

e Reduce tax liability/take advantage of favourable tax laws

L

Access government grants [K]

5. M/J 16/P12/Q3/d

(a)

Knowledge [2 x 1] — identification of relevant benefit [max 2]. 6
Application [2 x 1] — award 1 mark if relevant reference made to this business,
Analysis [2 x 1] — award 1 mark for each relevant explanation. Relevant points might
include:
» Injection of more capital [k] to fund expansion [app] so don't have to borrow as
much/reduce the cost of interest [an]
e Share work load/decision making [k] so Raul does the repairs [app] so Alex is
able to focus on his job [an]
New/more ideas [K] so can help business increase sales [an]
Greater range of expertise/skills/specialisation {k] so can offer a better service
[an]
o Share risk/losses [k] as have unlimited liability [app] would have someone to
share financial burden [an].

6. M/J 16/P11/Q4/a
{a) Clear understanding [2] e.g. ownership of business in the hands of one individual/person. 2

7. OIN 15/P11/Qdle

(a)

Some understanding [1] e.g. runfoperated by one person.

Knowledge [1] — award 1 mark for identification of relevant point (s) [max
Application [1] — award 1 mark if relevant reference made to TeboEh
Analysis [2] — award up to 2 marks for relevant development of pol
Evaluation [2] — justified decision as to whether buying a FIXI ncliige is the best way for

Tebo to start his business @
§ f@}? @

Points might include: B

e Less chance of business failure [k] if he set u I“@ow (-\'e siness, it would take time to
build a reputation [an] &
Training provided [Kk] as he has no managefsent gkperience [app]

o Lower advertising/training costs [k] as g%égs J5ed all his savings to buy the franchise
[app] so he may not be able to afford adve : gltraining [an]

e  Supplies from central source [k] so less suppliers to deal with [an] so has more time to
do repairs [app]
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« Banks more likely to lend to franchisee (k] the $15000 needed [app) as seen as lower
risk [an]

¢ Recognition [k] FIXIT already has 36 franchisees [app]

e Lack of control [k] as FIXIT will have a say in many decisions [an]

¢ Problem at one franchise affects all others [k] of the 36 [app] might lower his revenue
[an]

* Less profits as only received a percentage [K] so if successful, it will not maximise profits
{an]

¢  Does Tebo want the responsibility? [k]

Application marks may be awarded for appropriate use of the following: 36 (franchisees), car
repair, no management experience, $15000/all his savings, cash flow important.

Note: Candidate’s final decision can be either for or against the statement,

8. O/N 15/P11/Q2/a

(a)

Clear understanding [2] e.g. a business whose shares cannot be sold to the general public
{2] Or shares only sold to family and friends [2]

Some understanding [1] e.g. outlines general features of limited companies e.g. have limited
liability/separate legal identity from owners/can sell shares/incorporated

Do not accept in private sector/no Government involvement as generic statement also
applies to unlimited businesses.

9. MM 15/P12/Q2/a
(a) Clear Understanding [2] — a business with factories, production or service operations in more

than one country OR a business with production or service operation in another country
outside its normal area of operation

Some Understanding [1] — e.g. has businesses everywhere / works or operates in more than
one country

Do not accept ‘sells in more than one country’ as could equally apply to exporter

Do not accept examples

10. M/J 15/P11/Q3/a
(a)} Clear understanding [2] - 2 [or more] people who agree to own and run a busingss together

[2]
Some understanding [1] — e.g. 2 or more people run a business
Do not accept features

11. M/J 15/P11/Q2/e &;97

(a)

®
Knowledge [1] — award 1 mark for identification of relevant ls§gs)&smve or negative 6
A

points allowed [max 1]
Application [1] — award 1 mark if relevant reference ma Jctive’s business
Analysis [2] — award up to 2 marks for relevant dev% entor point(s)

Evaluation [2] — justified decision made as to wh Q I AEtive should become a public
limited company. Candidate’s final decision can k @ he Ffor or against the statement.
Relevant points might include: QB o’y
Advantages: &
o Access to greater sources of finance [k] so help fund expansion [an] of 5 more clubs

[app]
o Greater prestige/status [k] so might be able to attract better managers/employees [an]
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Disadvantages:

» More legal requirements to meet [k]

* Already have limited liability [k] as private limited company [app] so is there much benefit
[evall

* business is already successful [k] as profits have increased [app] so might have funds
for expansion already [an]

*  Greater Risk of takeover [k]

Application marks may be awarded for appropriate use of the following: 5§ more clubs, private
limited company, fitness, 20 clubs, increasing profits

12. O/N 14/P12iQ1/a,d,e

(a)

{b)

(c)

Clear understanding [2]: e.g. where two or more people jointly agree to own the business 2
Some understanding [1]: two or more people run / operate the business OR identifies a
relevant feature

Features alone max [1] e.g. unlimited liabitity, no separate legal identity

Knowledge [2 x 1] —award 1 mark for each advantage identified 2
Application [2 x 1] — award 1 mark if relevant reference made to this business

Analysis [2 x 1] — award 1 mark for each relevant explanation (e.g. show how the points
represent an advantage to an individual business)

Points might include:

s Share expertise / ideas [k] as partnership is likely to have few specialists {app] this might
enable them to make better decisions [an]
Reduced capital needs / share costs [k] as both companies contribute [an]

Wider range of contacts / better access to resources [k] as likely to know different
clothing suppliers [app] so might be able to obtain cheaper / different materials [an]

Knowledge [2 x 1] award 1 mark for each relevant way identified 6
Application [1] — award 1 mark if relevant reference made to the business

Analysis [1] ~ award 1 mark for relevant development of point(s)

Evaluation [2] — justified decision made as to which method is likely to be most successful to
help it achieve its objective of 10%

For 6 marks must explain why it is the better option (comment on its feasibility or why more
appropriate)

Points might include:

Change price [k]
Improve Efficiency methods [k] so cutting waste [an];
Automation [k] replacing some of its 12 employees [app]&o lower wage cost [an]
Find cheaper supplier [k] which lowers cost of sales @
Merger / takeover [k] as buy suppiier to get cheap atedals [app] which could lower
cost of sales [an].

é(‘

Application might include: sports products/ clog@ﬁ 1 ployees, materials, full capacity.
7

Developed example: S

They could advertise [k] so attracting more shopg=to stock their products [app] increasing
sales revenue [an]. Alternatively, they could incfease prices. [k] However this could reduce
competitiveness as customers will look for cheaper options elsewhere so advertising is better
[evall].
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13. O/N 14/P11/Q1/a

(a)

Clear understanding [2] e.g. a business owned and controlled by one person OR ownership
lies in the hand of an individual.

Some understanding [1] e.g. a business where one person works/runs on their own.

Some understanding plus a relevant feature can gain [2] e.g. keeps all profits / unlimited
liability.

Note — Features alone — max [1]

14. M/J 14/P12/Q2/b

(@)

Application [2 x 1] — award one mark per advantage, 2
Advantages could include: no need to publish (detailed) accounts, limited liability, control
over who can buy shares, easier to raise money, more credibility with suppliers, separate
legal identity, continuity after death of owners,

15. OIN 13/P12/Q4/a,b,d,e

(a)

(b)

()

Knowledge [2 x 1] — one mark per example 2
Examples include: utilities, health provision, education, transport (only accept one example of
each type)

Accept any reasonable answer.
Do not accept ‘public corporations, nationalised industries, municipal enterprises’ as these
are too general.

Knowledge [2 x 1] one mark per aim 2
Aims might include:

« Free access for all OR provided irrespective of ability to pay OR affordable for all

* Minimum standard of provision

Provide {essential) services

Strategic — control production of certain goods

Meet (profit/quality) target set by government

protect or create employment in certain areas

Knowledge [3 x 1] = award 1 mark per change/trend identified in each chart which focuses
on a comparison over time or between sectors

Analysis [3 x 1]- award 1 mark for each relevant explanation based on the dat

Main points shown by data are:

Figure 1 | Rate of growth of private sector pay greater than public sec| ]ﬁate sector
pay risen from by $4 an hour between 2006 and 2010 Kile"public sector

pay static at $8 per hour [an]

Figure 1 | Private sector pay has risen and it has accelerate@neb@en 2006 and 2012 [k]
by $3 per hour compared to $1 over the first 6 ;%@s [ggﬁ-)

Figure 2 | Differential in hours worked per week b%&sae aectors reversed [k] Private

sector hours fell continuously (from 45?\@ 35urs) while public sector hours
remained flat (at 37 hours) [an]

Figure 3 | Level of employment in publi @@b/r ing [K] at accelerating rate [an] Trend
downwards over the period but acc ted between 2006 and 2012 [an]

Figure 3 | Level of employment in public sector falling [k] attracted to higher wages offered
by private sector (Figure 1) [an] or shorter hours {Figure 2) [an]
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Note: any analysis must be supported by the data.

For Figure 2: do not accept if say ‘average hours per week' have fallen [0] as stated in
heading, so no comparison over time has been made.

Knowledge/application [2 x 1] — award 1 mark for each relevant issue identified {max 2} 6
Analysis [2] explain how or why it might be an issue

Evaluation [2] — reasoned judgement made as to whether all employees will benefit from a
decrease in number of employees in public sector

Points include:

» Possible increase in unemployment [k] less disposable income [an] so sales for
businesses might fall leading to private sector job losses [an]

» For those who do get jobs the rates of pay [on average] will be higher in private sector [K)/
hours of work will be lower [k] so better standard of living possible [an]

» Private sector businesses might expand to make up for loss of services in public sector [k]
so more job opportunities available [an]

» Workers who stay in public sector businesses the hours might have to increase (k] leading
to demotivation/stress [an]

« Increase in competition for private sector jobs [k] may force down wages [an]

+ Might lead to lower tax rates as fewer wages to be paid in public sector

Developed example:

Not all workers will benefit. Some of those in the public sector who lose their jobs [k} might
remain unemployed so living standards fall [an]. The increase in labour supply might force
down wage rates in private sector [k] leading to less disposable income [an]. It also depends

on reason for decrease, if recession, all businesses will be affected so there might not be
enough jobs for any of them [ev]. However if the private sector expands, those workers who

get jobs will benefit as wage rates are higher. Overall, some workers will find that the
changes make them better off while others will be worse off [ev].

16. O/N 13/P11/Qb5/a,e

(a)

(b)

Knowledge [2 x 1] one mark per feature [2]

Points might include:
e Legal agreement between 2 or more people
« Owned and financed by partners
«  Profits shared
¢ Unlimited liability jusually]
Unincorporated
Share risk of failure

Knowledge/application [2] — identification of relevant issues égy ()]
Analysis [2] — award up to 2 marks for relevant explana '@s @ discussion of points
considering their implication for the partnership) @@ &

Evaluation [2] — reasoned judgement made as to
business into a private limited company @@

L

se~partners should convert the

SoA=;

Advantages might include: &

e Access to more capital [k] as they are abjf£to séHl shares [an] or this will allow them to
expand [an] 4 9\9'

e Lenders more likely to agree loans for priva
{an]

o Limited liability for owners [k] therefore private assets are secure [an]

» Continuity of existence [k] owners can retire knowing that the business will continue [an]
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Disadvantages might include:

e Extra costs [k] as more legal requirements [an]

» Financial results are available [k] so competitors can see how well you are doing [an]

* Potential decrease in control of existing partners [k] as ownership may be shared
between more people [an]

Note: A one-sided answer, which considers only advantages or disadvantages, can gain a

maximum of three marks, if there is a reasoned decision,

17. MIJ 13/P12/Q1lc

(a)

Knowledge [2 x 1] —award 1 mark for each advantage identified

Analysis [2 x 1] — award 1 mark for each relevant explanation (i.e. show how it is an
advantage to a business)

Points might include:

e able to sell shares on stock market [k] so no limit to potential number of investors [an]
e access to more sources of finance [k] — so easier to raise funds to expand [an]

¢ limited liability [k] so investor only liable for amount invested [an)/could be more likely
to invest in company as risk limited [an]

e separate legal identity [k] accounts separate to owners, so if one dies, business can
continue [an)

* high status [k] so easier to attract suppliers who will self to them on credit OR banks
more likely to lend to them [k] as seen as lower risk [an]

18. M/J 13/P11/Q1/a,c

(a)

(b)

Good knowledge [2] e.g. Payment to shareholders [1] from profits of a company [+1] Return
to shareholders for investing in the company [2]

Some knowledge [1] e.g. Payment to shareholders

Knowledge [2 x 1] - identification of disadvantage [1 mark per disadvantage]
Analysis [2 x 1] — explain how it is a disadvantage to a business

Disadvantages could include:

« have to disclose accounts [k] so less able to keep financial details secret from rivals
[an]

« many legal requirements/regulations [k] which is expensive and time ¢ ming [an]

» selling shares expensive [K] because shares need to be listed on the s&

0
4\% rket
¢ shares are freely traded [k] so there is a greater risk of takeove ;‘"@9 at original
owners might lose control [an] (@) &\@

R ¢
19. OIN 12/P12/Q3/b 5}69

(a)

Knowtedge [2x1] 1 mark per function.

Functions include: elect OR re-elect directors/approv psesent accounts/vote on
resolutions e.g. approve directors pay OR agree dividgfdSiopgiriunity for shareholders to
guestion the board OR inform performance.
20. M/J 12/P12/Q3/a ?b@ o
(a} Clear understanding [2] e.g. a company whose ghares/an be soid on the stock exchange

public/shares sold freely on the stock mark
Some understanding [1] e.g. identifies gen atures of limited companies e.g. have

limited liability/separate legal identity from owners/can sell shares/freedom of access to
financiat statements.

Do not accept private sector on its own.

OR identifies specific features of public Iim%% &;ﬁp@ﬁy e.g. shares issued to and owned by
fe
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21. M/J 12/P11/Q4/a

(@)

Clear understanding [2] e.g. a company whose shares cannot be sold to the general public.
Some understanding [1] e.g. outlines general features of limited companies e.g. have limited

liability/separate legal identity from owners/can sell shares.

Do not accept in private sector — generic statement which also applies to unlimited
businesses.
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1.5: Business Objectives and Stakeholder Objectives

1.

O/N 17/P12/Qd/c

VIS provides a range of insurance services including insurance for cars and electrical products.
Last year retained profit decreased. The Managing Director blames higher taxation and also thinks
that some markets have become more competitive. Customer complaints have also increased.
The Managing Director plans to change the business organisational structure by removing both
the regional directors and regional managers, She said: ‘Shorter chains of command may help. |
know some employees may need training.! She cannot decide on a suitable method of
communication to inform employees about the changes to the organisational structure.

{a) Identify and explain two ways in which higher taxation might affect insurance company.

---------------------------------------------------------------------------------------------------------------------------------

...........................................................................................................................................
........................................................................................................................
...........................................................................................................................................
.................................................................................................................................
...........................................................................................................................................

------------------------------------------------------------------------------------------------------------------------

O/N 17/P11/Q4/a

CHONS is a public limited company. The directors want to open a new coal mine. All the coal will
be exported. The Managing Director is hopeful that the Government will allow the coal mine to be
opened. She said: ‘CHONS always meets legal controls. In an area of high unemployment surely
creating jobs is more important than protecting the environment. Most stakeholder groups including
shareholders and suppliers are happy. CHONS will not be asking for any Government support.’

Table 3: Information about the proposed coal mine

Planned output 50m tonnes pe@% 4
o ©

Number of years coal mine will operate 60y )
Jobs created ;ﬁ:&%o

“\; 5 ©
Level of waste products causing pollution MQQ gh

&

Risk of traffic problems @ X High

s

(a) What is meant by a ‘stakeholder group'? @b

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------
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-------------------------------------------------------------------------------------------------------------------------------------------

3. M 17/P12/Q4/a

Steppa is a shoe manufacturer in the private sector. Steppa has 200 employees who all receive a
high hourly wage rate. The Human Resources Director said: ‘We use a democratic leadership style.
Employees are an important stakeholder group. Happy workers are good for business. Revenue
increased by 10% last year.’ The director cannot understand why a high number of workers leave
the business each year. She is looking at other non-financial methods to motivate employees.

{(a) What is meant by a ‘stakeholder group?

-------------------------------------------------------------------------------------------------------------------------------------------
-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

4. M/IJ 17/P11/Q11b

QCH is a multinational company which makes a range of Juxury cars. Last year it made a profit of
$700m. One of QCH's objectives is to enter new markets. QCH wants to start producing cars in
country C, a fast growing economy. The Finance Director said: ‘Meeting customer needs is important.
We could form a joint venture or set up our own factory. Both options will be expensive, costing
$800m. | think QCH's expansion inte country C could be good for other businesses there.’

(a) ldentify two advantages to multinational company which makes cars of having objectives.

AGVANTAGE 10 corerereceiseinseniisiine st st s et bt st b s s e n LA sh e s e s R e s s e sme s e aeasasnssanes

-------------------------------------------------------------------------------------------------------------------------------------------

AGVENIAGE 20 ...eeecvererrereceseresiessiastie s sasss s sens e st sabsb s s sb e s sas s sena s sas s e b e s e s e senes o2

5. O/N 16/P12/Q1/d
APQ is a multinational company. It makes chemicals that are sold tg hich help increase
the amount of food produced. It plans to open a factory in count ping country with low
interest rates. The Finance Director said: ‘This factory will crea a ernal benefits. APQ is
a public limited company which tries to act in an ethical w. allAfs stakeholder groups.’ The

new factory will cost $100m and there will be an opportu%y co J"
cannot decide which source of finance to use for thfﬁ@

{a) Identify two stakeholder groups of APQ. Ex@

K5Q could act in an ethical way with

n

o
each stakeholder group. yo’
&

EXPIANALION. e ceeeeeenrecsisiststrarsnssssnsarersrssess s s e s naa s s b e s s b s b LA SR st e st sb bt Sen s
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-------------------------------------------------------------------------------------------------------------------------------------------
-------------------------------------------------------------------------------------------------------------------------------------------
-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

Stakehoider group 2:

----------------------------------------------------------------------------------------------------------

Explanation:

------------------------------------------------------------------------------------------------------------------------
-------------------------------------------------------------------------------------------------------------------------------------------
-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

6. O/N 16/P11/Q3/a

YOGO is a new business which Amelia has just set up using Government support. YOGO makes
a range of sweets {candy) targeted at adults. It is a niche market. Amelia has been looking at the
marketing part of her business plan. She has to decide which pricing method to use. Amelia is
spending a lot of money on packaging. She did not do any primary market research as she thinks
she can use secondary data to make decisions. She believes that all adults like sweets,

(a) Identify two reasons why a Government might support business start-ups.

Reason 1:

---------------------------------------------------------------------------------------------------------------------------
-------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------

7. M 16/P11/Q3/c

Rafiq is the Operations manager at a small factory. The business makes a r: ¢ ﬁ)ft drinks
using batch production, Last year Rafiq successfully introduced just-in-time in to, ntrol, based

on an idea from one of the 40 employees. As the business is planning t @g&ﬂ Rafig thinks it
would be a good idea to change to flow production. @

Table 1: Income statement for 2015 ($0Q,9)@ ©

Revenue & !!Qf

Cost of sales %._3)

Gross profit /,1@/ «.‘/ 240
Expenses > ) y Y

S
Profit 120

Retained profit 100
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(a) Identify and explain two possible reasons why profit is important for business.

REASON 1. iiiiiiireiiiieiriisisiiiieiiestetssiesissssstssass sssssenarsssasssasssesessssnsssssnsssssssessesnssssssesesesevensors

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

8. OJN 15/P12/Q4/d

Nellis is a public limited company. It specialises in building large luxury houses. Over the past
3 years its profits have increased as the country is experiencing an economic boom. ‘It's not all
good news — the Government has announced plans to increase interest rates and introduce new
legal controls to protect the environment' said the Managing Director. He believes these new legal
controls to protect the environment will only make businesses (such as Nellis) less profitable.

(a) ldentify two stakeholder groups. Explain why each group is important to business.

Stakeholder GroUD 1. .. rrcieriasisnrsiessrse e s es s se st sss st sssttasestssbanassansessnssassannesssseanssen
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9. O/N15/P12/Q1/c

10.

1.

Walt owns a company which has developed a new computer game for adults, A focus group report
shows customers like it. Walt has been considering the marketing mix, including the packaging
for this product which is likely to be sold in many countries. ‘t don’t want to use a wholesaler as it
would affect my profit margin’ he said.

(a) Explain why the profit margin might be important for business.

...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................

---------------------------------------------------------------------------------------------------------------------------------------------------

O/N 14/P12/Q5/b
Ali has just been appointed as Managing Director of Anypart, a large manufacturing business.
He told Anypart's Board of Directors: '‘Behaving ethically will always lead to lower profits. | want
our employees to work longer hours, have fewer holidays and become more productive. This will
reduce costs of each unit of output and will benefit all our stakeholders’. Not ail of the directors
agreed with him.

(a) Identify two of Business stakeholder groups {other than employees).

StAKENOIBT GrOUPD 1 ittt rresserssrreessnsr s s rsn s s b e s s s esabaesbessbbasssnnestanssassnsessnssasansansann

O/N 14/P12/Q1lc

D
N
Abdula manages a business partnership that makes sports clothing. Tﬁ@
full capacity. It employs 12 people who are paid on a piece rate basis.

objective to increase profits by 10% each year for the next 5 years

partners have an
y thinking about a joint
i&ving this objective,

-------------------------------------------------------

---------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------
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AVENTAGE 2. .oiiiiieiiiniieriinessiermiseinieriressisesimsssomssnssrssssisesmssssessnesssissssss rassssnsssssssrannssesssnsnsnssss

---------------------------------------------------------------------------------------------------------------------------------------------------

12, M/ 14/P11/Q5/a

Callow is a large retail business based in country X, ‘Our employees are an important stakeholder’,
said the Managing Director. ‘To make sure we stay profitable we need to motivate them.' Callow
trains all of its shop employees by using off the job fraining.

Fig. 1: Callow Organisation Structure

Managing Director

I
| I | |
HR Director Finance Director Operations Director Marketing Director
|
| I | ‘ |
West Region South Region North Region East Region
Manager Manager Manager Manager
I
I | I I | I
Shop Managers x 6
|
I | I I
Department Managers x 4
|
] |

Supervisors x 2

|
| | | | | | | |
Sales Assistants x 8

(a) identify two stakeholder groups, other than employees.
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13. O/IN 13/P12/Q4/c

Country A has a mix of private sector and public sector enterprises. Figures 1-3 give some
data about the two sectors.

14.

Fig. 1: Average hourly Fig. 2: Average hours Fig. 3: Number of
wage worked per week employees in public
sector
10 - Public 45 1_Private Sector " 141 —
Sector 2 5 12-
81 2 401 =
. g
[Public "\ |
% TPrivate 351 sector s |_|
Sector
0% 0% oL .
2000 2006 2012 2000 2006 2012 2000 2006 2012

(a) Identify and explain two reasons why profits are important to private sector businesses.

L 1= T= T U PO T
EXPlANAHON: .ovivreeieiiicnntii sttt bbb bbb bbbt e
REASON 2: ..ovviivrerreeririntrsesisssissssssstasesiossssssnssesressssssssssssarassssssssnsnssasnersssssesesssstnsassssssssananns
o3 =T = o 3 L SO
..................................................................................................................... 2 Q@ﬂ
@ O
M/J 13/P12/QSic ‘\
ANZ is a large multinational company which manufactures aero | @%wth is an

important objective for the company. ANZ wants to start producmg L@ P for the first
time. The new factory will operate for 24 hours a day. A presy@u ountry P believes
oV

that all business activity is bad for the environment. It wants
control business activity.

(a) Identify and explain two reasons why Ob]eCtIV
@
<

ment to do more to

ant to businesses such as
ANZ.

REASON 1! .verriiieirrreererressssrasarnssnssssssssssssssasnas g ..............................................................

------------------------------------------------------------------------------------------------------------------------------------------
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EXPEANAHON: .ot iscirncsnesnianesressrsesesenersasesesssessessssansesnrssassrassssssessssssseressnnesssesassss

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

15. O/N 12/P12/Q5/c

Country W has a mixed economy. Herio is a Government economist. He said: ‘Business
activity in the private sector can lead to external costs, such as pollution. It can also
create external benefits. | believe that businesses that create external benefits should be
encouraged and those that create external costs should be closed down.” Country W has low
economic growth and rising inflation.

(a) Most businesses set objectives. |dentify and explain two reasons why having objectives
may be important for a business.

REASON 11 .oeicrrerirriienissniisine st ss ittt sebs e s be e ssae s nseesanassensesansssesssasssssesssseras assasasssnes
EXPIANALON: ..ottt iererec e rerscseseeceesasesesssesasessesstestn searssnsssrssessasssesssesessresnssssessss
REESON 2: ...ttt et rnesare e sssa s e r e sn s e s st s es e sa e samsesbasnssennesannans
EXPIANAtION: ....cooriiieiicircesc it asnrenessene e ar e aseseas b an e sas e resnnene é.@
2
e [4]
N
16. O/N 12/P12/Q3/d,e ¥ &
Celtic Springs, a public limited company, is a water bottling businesé( Its areholders have
been unhappy with the performance of the business and are tenifty to take action at

the next Annual General Meeting (AGM). Table 1 shows an e
Profit/Loss Account,

frojer'the company'’s latest

Table 1: Celtic Springs Profit/Loss A nt

Sales revenue @

Cost of sales 150
Gross profit ?
Overheads/expenses 70

Net profit 10
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The accounts of the business also show that the capital employed by Celtic Springs was
$650m.

(a) Identify and explain three reasons why profit is important to a company such as Celtic
Springs.

Reason 1: ...cccccceerirrerrrmresecesennceernnnns eerrereaeennerseraareren trsetrsesessesserenertertesesnnnnn terrreearreaserersenen

Reason 2: .............. reereeeesneanenes tevernnmnneaneeieranaes eeerereerasenaenesniesessarsrnes teereseaemeeeeeeerennanes
T —
N —
N

I cerervenessmsenes et ener s oo er s rasas eeeess s easessnen N <)

(b) Do you think that the shareholders of Celtic Springs are right to be unhappy with the
company’s performance? Justify your answer using the data provided.
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------------------------------------------------------------------------------------------------------------------------------------------

17. OIN 12/P12/Q2/b
Just4U manufactures motor car parts. The production methods are capital intensive. The
management believes that the company benefits from economies of scale. However,
problems with the workers in the factory have led to poor quality production. Despite this,
the Managing Director believes that the company must continue to grow if it is to achieve its
objectives, The business is planning a takeover of a competitor.

(a) Identify two objectives that a business like car parts manufacturer might have.

ODBJECHVE T ittt e et s et e et s e b s sa s e sa e srssas st s b aesr e e s aensesmnemsarasen

------------------------------------------------------------------------------------------------------------------------------------------

18. OIN 12/P11/Qd/c

Jergen Cosmetics makes a range of beauty products for women in country A. ‘We are a
market orientated company' said Klaus, the Managing Director. ‘One of our business
objectives is to increase sales turnover. We have just set up our own website and increased
our marketing budget. Our country’s economic growth is forecast to be 4% next year and this
will guarantee our company’s profitability.

(a) Identify and explain two benefits to Cosmetics business of setting business objectives.

BENEHL 11 ..orieriiincrcrererersrraesecensirtsiesssresrorsessessssasssnsssssssssasasssssrronsrnsnareressessssssssssasesnsesnsases
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19. MAJ 12/P12/Q3/c

HTB is a public limited company. It manufactures a range of computers. HTB spends a lot
of money on advertising as it is in a competitive market. The management believes that the
product is the most important element in their marketing mix. To meet increasing demand
HTB is looking to expand their business. It plans to raise extra capital by issuing more shares.
The Finance Director has been looking at the data in Table 1.

Table 1: Selected financial data from HTB ($m)

2011 2012
Sales 400 520
Net Profit 40 75
Long Term Liabilities 200 220
Capital Employed 400 500

(a) Identify and explain two reasons why shareholders might be interested in the accounts
of HTB.

REBASON 11 .. rernre v saesse st ss s e sases s sassaessressaseneasasmensessanessssesssessennesessase
EXPIANALHON: .ottt e s sae e s e st s s n e e see s e e anemanns
REASON 2! 1eiiiiiiiiiiiirictreereresseeersasrsrrare st e ssssas st aesasessssasssssssenserssressssssesasnessnsessnssnssnnesessns
EXPIANALON. 1ottt ctrrrssteses sttt eses e sers st essssasresaesase et e sar s e saesremasneneessesssen
..................................................................................................................................... [4]
20. MAJ12/P12/Q1/b S

Made Fresh is a company that manufactures high quality organic foods. The Ses
ingredients that have been grown by local farmers in country J. Market reseatg *5hown
that branding has helped the company to achieve its objectives. Rec ather in

country J has led to many of the farm crops failing. Made Fresh is think; t importing
organic food ingredients from other countries nearby. ®°

(a) Identify two possible objectives Made Fresh could have@@

@ .. ......................................

ObJeCtive 11 .ttt
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21. MW 12/P11/Q2/a,c
Sunil is a sole trader. He likes owning a small business. His shop selis low price raincoats.
Sales vary throughout the year. The market for raincoats is competitive, but as Sunil makes
a profit he doesn't think competition is a problem for his business. In order to protect
consumers, the Government of Sunil's country has recently introduced new laws to protect
consumers.

(a) What is meant by ‘profit'?

------------------------------------------------------------------------------------------------------------------------------------------
------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

(b) Identify and explain two reasons why profit is important to small businesses like Sunil's.

REASOM 12 orveeeveresrersrarrassseessssansssssnssssssrrasstsssssrasssssrsnssesssnnssssanasessennassisbbsstissnssssssnsssssnnressnn
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Answers Section
1. OIN 17/P12/Q4/c

(@) Knowledge [2 x 1] — award 1 mark for each relevant way 4
Application [2 x 1] — award 1 mark for each explanation in context
Possible points mightinclude:

* Reduced demand OR lower sales [k] for insurance [app]

* Increased costs OR lower profit [k] so less money for training
[app]

* May have to increase prices [k] leading to more customer
compiaints [app]

*  Might decide to relocate or stop selling some products [k}
especially as some markets have become more competitive

[app]
« Delay plans to expand [K]

2. OIN 17/P11/Q4/a
{a) Clear understanding [2]: any person or people with a direct interest in the performance 2
and activities of abusiness

Some understanding [1]: someone affected by what a businessdoes

3. MIJ17/P12/Q4/a
(@) Clear understanding [2]: any person or people with a (direct) interest in 2
the (performance) and activities of a business
An individual or group which has an interest in a business because they
are affected by its activities (and decisions) [2]

Some understanding [1]: someone affected by a business

Anybody inside or outside the business who cares about its operations
(1]

4. M/J17/P11/Q1/b
(a) Application [2 x 1]: award 1 mark per advantage

Points might include:

* Have an aim OR target to work towards §
*  Provide a sense of direction OR know what you have to do \ 88
*  Measure of success (to judge performance) @4'??%&

= Help budgeting OR planning OR decision making @ )
*  Motivate @

5. OIN 16/P12/Q1/d
(a) Knowledge {2 x 1]~ award 1 mark for each relev ehidlder Application [2 % 1] - award

Relevant points might include:
* Employees/management [K] if set up in de loping country [app] should pay fair
wages [an] or offer good conditions [an)
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Suppliers [K] pay fair price/pay on time [an] for the chemicals [app]

Community [K]

Pressure groups [K] by trying to prevent pollution/environmental damage [an] caused
by factory [app]

Government [k] paying its taxes on time/not do tax avoidance [an]

Lenders/bank [k] if borrow $100m [app]

Owners/shareholders [k} as public limited company [app]

Customers [k] do not exploit them by charging high prices [an] to farmers [app]

6. OIN 16/P11/Q3/a

(a)

Knowledge [2 x1] award one mark per reason 2
Points might include: reduce unemployment, increase competition, increase
output, benefit society, small businesses can grow

7. M/IJ 16/P11/Q3/c

(a)

Knowledge [2 x 1] — award 1 mark for each relevant reason [max 2]. 2
Application (2 x 1] —award 1 mark for each relevant explanation. Relevant points might
include:

o Retained profit [k] which could be used to finance the change to flow production [app]

« Measure of performance [K] to see if the $120 000 profit is higher than last year fappl

¢ Source of finance [k]

« To attract/keep investors [k] as the business plans to expand [app).

8. O/N 15/P12/Q4/d

(a)

9. O/N 15/P12/Q1/c

(a)

Knowledge [2 x 1] — identification of relevant group [max 2] 6
Application [2 x 1] — award 1 mark for each explanation in context of Nellis
Analysis [2 x1] - award 1 mark for each relevant explanation

Relevant points might include:

e Owner/Shareholders [k] may choose to sell their shares [app] reducing the market value
of the company [an]

« Employees OR Managers [K] as they carry out/control the day-to-day operations [an]

Customers [k] buy what the business make [an] allowing Nellis to increase wﬁt [app]

Banks/lenders [k] provide an important source of finance [an] which allo %@siness
to take advantage of the economic boom [app] X
« Government [K] as their new legal controls on environment [app] might fegirictinfluence

way they operate [an] \\@ %%Y
Local community [k] might object to building [app] delaying th :)z" the work [an]
e Pressure groups [K] o

Application could include: luxury, {large) houses, economi m, d&gal

controls/environment, public limited company/sell share ng) profits, interest rates.

Knowledge [2] - award up to 2 marks for each £’pointknowledge of importance of 4
profit margin (do not credit definitions or for,

Application [2] — award up 0 2 marks for eachge evant explanation in context of this
husiness
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Relevant points might include:

+ Profit as a proportion of sales revenue, a higher margin would mean more profit [k] is
made for each game sold [app)

+ Influence price charged [k] if he sells to wholesaler [app] it could mean he needs more
adults to buy product [app]

¢ Indicates efficiency [k]

* Measure of success/performance/comparison with other years [K]

« Comparison with other real world businesses specified by the candidate [k]

Do not award answers that explain reasons why profit rather than profit margins matter.

Application might include: wholesaler, adults, many countries, game, computer or other
related terms e.g. software.

10. O/N 14/P12/Q5/b

(a)

Application [2 x 1] award 1 mark per stakeholder group 2
Points might include: owners OR shareholders, government, suppliers, community,
customers, bank/lenders

Do not accept types of employees e.g. managers.

11. OIN 14/P12/Q1/c

(@)

Knowledge [2 x 1] — award 1 mark for each advantage 4
Application [2 x 1} — award 1 mark for each relevant explanation in context (i.e. explain how
the points generate advantages for this business)

Points might include:

» Measure of success [k] if achieve the 10% increase in profit they will know it has been a
goad year [app]

¢ Helps decision making / planning / budgeting [k] for a (possible) joint venture /
increasing profits [app}]

+ Gives sense of purpose and direction [k] so able to take decisions/allocate resources
effectively to ensure hit its annual target [app)

o Aim or target [k]

* Motivate [k].

12. M/J 14/P11/Q5/a

(@)

13. O/N 13/P12/Qd/c

(a)

Knowledge [2 x 1] — award one mark per stakeholder

lenders, community.
Note: Do not accept competitors, managers, directors.

Knowledge [2 x 1] — award 1 mark per reason ©
Analysis [2 x 1] —award 1 mark for showing why these poj @areportant
Reasons include: @

* Source of finance [k] to help fund future activitiesle@§$ 2

Inexpensive source of funds [k] as no need to p terggt’[an]
Needed for long term survival [k] as have fund t business makes a loss [an]
Represent a return on owners’ capital [k] as would invest elsewhere [an]
Necessary return for risk taking OR p der dividends/employee bonuses [k] to
help attract/retain shareholders/good emplo [an]

» Measure of success/performance [k] large profits would indicate/reinforce image of good
years trading [an]

Do not accept repayment of any costs/loan of a business
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14. M/ 13/P12/Q5/c

(a)

Knowledge [2 x 1] — identification of reason [1 mark per reason] 4

Analysis [2 x 1] — 1 mark for each relevant explanation (i.e. how or why it might be important
or helpful to a business)

Points might include:

* give a business an aim or target [k} so employees/managers will know what they must
do to be seen as successful [an]

e provide a sense of direction [k] so able to take decisions/aliocate resources effectively
[an]

+ measure of success against which performance can be judged [k]

o they facilitate budgeting OR planning OR decision making [k] as able to effectively
identify milestones which would help them achieve goals [an]

« motivate [k]

15. OIN 12/P12/Q5/c

(a)

Knowledge {2x1] — award 1 mark per reason. 4

Analysis [2x1] — award 1 mark for each relevant explanation (e.g. show how or why it helps a

business).

Reasons include:

e give a business an aim or target [k] so employees/managers will know what they must de
to be seen as successful [an]

» they provide a sense of direction [k] so able to take decisions/allocate resources effectively
[an]

» measure of success against which performance can be judged [k]

« they facilitate budgeting OR planning [k] as able to effectively identify milestones which
would help them achieve goals [an]

» motivate [k].

16. O/N 12/P12/Q3/d,e

(a)

(b)

Knowledge [3x1] — award 1 mark per reason. 6

Application/analysis [3x1] — award 1 mark for each relevant explanation (i.e. show why they
are important to the business).

Profits matter because:
o represent a reward for risk taking [k]
* source of capital/use for reinvestment [k] which does not need to be repdid
3RS
growth [an] @,
measure of performance [k] as higher profits than $10m is seelt )

[-
ensure long term survival of business [k] \
shareholders want dividends (satisficing) [k]
attracts future investors/shareholdersffinanciers (k] as pot@ﬂ @stors will see this as a
successful company [app] #
¢ need to have a significant return on capital employe

Do not accept answers such as pay costs such as w\g/ge /

nitiat investment [k].

efissues, 6
ain how or why issue needs to be
ysis. Figures can be rounded. Check for

Knowledge [2] — Identification of measures of p
Application/analysis [2] — develops the poi
considered. (Any manipulation of figures g
OFR against 3(a).)

Evaluation [2] conclusion based on analysis of data or other issues (e.g. limited data so
difficult to properly assess performance).
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Content:

» shareholders likely to be unhappy if their dividends are low [k] and the management of the
business are thought to be performing poorly [an]

» net profit margin [K] is 4.3% [an]

» gross profit margin [k] is 34.78% [an]

» ROCE [k] is 1.538% [an] so evidence suggests a weak performance and hence
shareholders likely to be unhappy [eval]

» performance depends on state of the market and/or performance of competitors [k]

» net profit will further reduce after tax (so less dividend potential)

e limited data as no information about previous years [k].

Note 1: For 2 knowledge marks must include a performance measure. Max 1 mark for simply
describing changes or identification of issues.

Note 2: An answer that just describes figures and draws simple conciusions can gain 2
marks.

17. O/N 12/P12/Q2/b
(a) Application [2x1] 1 mark per objective. 2
Objectives might include survival/growth OR enter new markets/ROCE/increase market
share OR new customers OR sales revenue/ increase quality/ increase value added/profit.
Do not accept ‘achieve economies of scale’ as in stated in question 2(c).

18. O/N 12/P11/Qd/c
(a) Knowledge [2] 4
Application/analysis [2 x 1]

Benefits of objectives are:

s Gives sense of purpose and direction

¢ Goal to be achieved

s Measure of success

» Helps decision making and planning

Explanation shows why the above would be of benefit to the business. So setting an
objective of increasing turnover by say 5% next year is of benefit to the company because it
sets a target [1] which motivates staff to perform better [explanation as to why it is a benefit].

19. M/J 12/P12/Q3ic
{a) Knowledge [2 x 1]: award 1 mark per relevant reason.

Application/analysis [2 x 1]: award 1 mark per relevant explanation (i
for shareholders).

Reasons might include:

* will want to know how well the company has performed (e:\g@%@y making a profit) [k}
to know how much dividend they might receive [an}whether it s’ worthwhile to CARRY
on investing in the company [an] &

o pofential investors will want to know if it is worth i ;5,.2 company [an] as if returns

Q
vels) [k]

are poor they will look for alternative investmen
* is the company being run efficiently (e.g. liquigi
18inegs’is successful [K]
grdecide which cne to invest in [an].

=5
whether likely to see a rise in share price if
to compare with other businesses acco.
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20. M/ 12/P12/Q1/b

(a)

Knowledge [2 x 1]: one mark per objective. 2
Objectives include: expansion OR growth/survival/increased market share OR more
customers OR increased sales/customer service/profitfenter new overseas markets/added
value.

Do NOT accept reduce cost.

21, M 12/P11/Q2/a,c

(a)

(b)

Clear understanding [2] e.g. profit is the amount of money that a business makes once costs
have been subtracted from the revenue [2]. Or total revenue minus total costs [2]. Formula is
acceptable for two marks. 2
Some understanding [1] e.g. money left after costs paid.

Answers such as money made by a business [0].

For both marks must have idea that there is both sales and cost element to profit.

Knowledge [2 x 1]: award 1 mark per relevant reason. 4
Analysis/application [2 x 1]: award 1 mark for each relevant explanation (i.e. show why
important to small business).

Reasons include:

« reward for risk taking

» source of funds for expansion

» source of funds for emergency

* main reason for the existence of many small businesses/motivation
e necessary for survival

« difficult to obtain other sources of finance as Sunil is a sole trader.

Do not accept repayment of any costs/loan of a business.
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Unit 2: People in Business

2.1 Motivating Employees

1. O/N 17/P12/Q3/e

Yanis owns a busy restaurant in the city centre. He employs 4 skilled chefs and 6 workers to serve
in the restaurant. All employees are on part-time contracts. The chefs are paid a high hourly wage
rate, but receive no bonuses. Yanis is worried that too many chefs leave. He is thinking of other
ways in which he could motivate the chefs, Yanis wants to open another restaurant but is worried
about problems linked to growth, He has prepared a balance sheet as part of his business plan.
An extract is shown in Table 2. The current ratio was 1.2:1 in 2016.

Table 2: Extract from balance sheet as at 30 September 2017 ($000)

Non-current assets 160
Current assets 60
Current liabilities 40
Non-current liabilities 120

(a} Do you think Yanis should change the way he motivates his chefs? Justify your answer.

2. O/N 17/P11iQ2/e
{a} Do you think paying higher wages is the best way for c% i
motivation? Justify your answer. b

----------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------
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...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................

-------------------------------------------------------------------------------------------------------------------------------------------

"
------------------------------------------------------------------------------------------------------------------------------------------- B

3. M/l 17/P12/Qd/c, e
Steppa is a shoe manufacturer in the private sector. Steppa has 200 employees who all receive a
high hourly wage rate. The Human Resources Director said: ‘We use a democratic leadership style.
Employees are an important stakeholder group. Happy workers are good for business. Revenue
increased by 10% last year.' The director cannot understand why a high number of workers leave
the business each year. She is looking at other non-financial methods to motivate employees.

(a) Identify and explain two effects on Steppa of a high number of workers leaving the business
each year.

ETFROL 1 vovveererrsensonnessseresseressssssssassrsssernssesasssssessssnsssensassossasassesasssnsnarsnsssnsssssessssrnessenarsnrerases

-------------------------------------------------------------------------------------------------------------------------------------------
-------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------

{b) Explain two methods of non-financial reward that shoe making b@
increase employee motivation. Recommend which method Ste(_poo
your answer.

-------------------------------------------------------------------------------------

...........................................................................

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------
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...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................

-------------------------------------------------------------------------------------------------------------------------------------------

4. O/N 16/P11/Q1/d
(a) Identify and explain two benefits to hand made shoe manufacturer of having fuil-time

employees.

-------------------------------------------------------------------------------------------------------------------------------------------
-------------------------------------------------------------------------------------------------------------------------------------------
-------------------------------------------------------------------------------------------------------------------------------------------
-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

--------------------------------------------------------------------------------------------------------------------------------------

----------------------------------------------------------------------------------------------------------------------

5. M/J 16/P11/Q2/c, d Nz, O

\ AN
Bushall is a farm. This primary sector business grows award-winning fruit &D;Téﬁineapples and
bananas. Bushall has 10 full-time and 50 part-time employees. All ob vacancies are
advertised on its website. The Government has introduced legal con ar ployment including
a minimum wage of $8.50 per hour and a limit on the number of yemployee can work each
week. The farm manager has said to Bushall's owners: 'T: Rgeiry of motivation might not
work. Our team of employees enjoy what they do. These efiot good for our employees or

our business!' >
(a) ldentify and explain two possible reasons why * aﬁ@ ieory of motivation might not work’
V2%

at Bushall. @
S

.

-------------------------------------------------------------------------------------------------------------------------------------------
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Explanation: ......c.ceceues vereestbsesseesbsasssnnsabrasasas vrreeneeeneners veeeesanne veerenanes SRS rereras
REASON 27 eeovvercreesessisrescaressssaassaness T E OO ceereneeesiies veereesssrenarens cevvveeaneessasssnane v
EXPIANAtONT covuerirrnenerssseserscensissscssssensnas rebeseseesbisissnnensesssssssnnrases rereesseressnrerastsssanas

(b) Identify and explain two advantages to Bushall of having part-time employees.

Advantage 1: ...ceerrineraeniinenen. reesresnennsessssae reesssnmmeeessssavsavatttssasenssarannansss L S
EXPIANGHON: 1uvrveereierrecmsemserssmsnsssssrsssssisnasisemsssenissasnassnseass revenererssstesarassesassesaranesatRtTsasarataes
Advantage 2: ......ceeeeiniiniennn P T T e T T 0 vhemenas veemantsssesanes ceereaneane R ————
Explanation: .......ccceecerisrreenes resesssseestsesaasretatesassannttssentos rreereseneesaeies reeessssesassmesbtsssrnsssstise -

6. O/N 15/P11/Q1/d
(a) Identify and explain two ways that toy manufacturer could improve the moti

employees.



---------------------------------------------------------------------------------------------------------------------------------------------------

.......................................................................................................................................
...................................................................................................................................................
................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................

-----------------------------------------------------------------------------------------------------------------------------

7. O/N 14/P12/Q2/b

Sarah is the owner of a small business making children’s toys. She sells her toys to retailers on

3 months’ credit. She receives 1 month's credit from her suppliers, Her cash flow forecast for the
start of 2015 is given below,

------------------

Table 1 (3000)

January February March

Cash inflow 15 20 19
Cash outflows:

Purchases of stock : 12 10 14
Wages X 7 6
Other payments 4 4 4
Total cash outflows 22 Y 24
Net cash flow (7) (1 (5)
Opening balance 10 3 2
Closing balance 3 2 (3)

Note: numbers in brackets are negative.
Identify two examples of Sarah’s ‘other payments’.

Example 1:

-----------------------------------------------------------------------------------------------------------

Example 2:

---------------------------------------------------------------------------------------------------

Abdula manages a business partnership that makes sports clothin
full capaci
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8. O/N 14/P11/Q1/b

Lu is a sole trader. He manages a bakery shop making and selling bread and cakes. He employs
4 workers ali of whom are paid on time rate. Lu wants to expand the business by buying a new
shop and using it as a café (restaurant). He also wants to make a wider range of cakes, such as
wedding and birthday cakes, for which he thinks there is a demand. At present the business sells
all of the bread and cakes it makes.

(a) Identify two methods business could use for paying employees (other than time rate).

MEEEOM 12 +ovreeereereesessonsesesessesssresessseressesserassnssestassanersastassantse st snsssessasstienss basnsissronsbtasssrsarscarsorses

IMELROO 25 ooovveerereeeersisesssensssessassessasrstsrerstostssaaseanessebessresssssesnmsstebsarsnssssestsatiossintintansanssassianess [2]
10. O/N 14/P11/Qélc

Genel manufactures clothes. The company uses an autocratic style of management. It employs a
large number of workers and pays low wages. Many employees leave the company each year but
they are easily reptaced. Working conditions in the factories are poor. Health and safety is ignored
and long hours are worked. Employee motivation is low and employee productivity is faling.

(a) Identify and explain two ways in which Genel would benefit from a more motivated workforce.

WY 35 voreeererseesssesseessessissorsenssesnansssarassssessssbssssastas s mm st ss s LSS

---------------------------------------------------------------------------------------------------------------------------------------------------
---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

11. M/J 14/P11/Q5/d

Callow is a large retail business based in country X. ‘Our employees are an imp t J‘gholder‘,
said the Managing Director. ‘To make sure we stay profitable we need to mgfiva em. Callow
trains all of its shop employees by using off the job training. NS
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Fig. 1: Callow Organisation Structure

Managing Director

I
I I I I
HR Director Finance Director Operations Director Marketing Director
]
| ] | 1
West Region South Region North Region East Region
Manager Manager Manager Manager
I
I I I I ] |
Shop Managers x 6
l
I | | I
Depariment Managers x 4
|
{ L
Supervisors x 2
!

I | | | { | o
Sales Assistants x 8

(a) Identify and explain two possible methods that retail business could use to improve the
motivation of its employees.

MEENOD 12 oot e s e e se s saase e ceereseesse e e e ee e eeees e s

EXPIBNALON: ....ooererirestttenrsestsisssticcseesssssstaes s asessssssessssessessesssesssss e s esese e e eeeeeennseseess
@

MELNOM 2: .ttt ee e et e Q

Explanation: _% 7

--------------------------------------------------------------------------

----------------------------------------------------------------------------
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12. O/N 13P11/Q2/d

2.1: Motivating employees

Muammar sells boxes of spices to markets. Workers in Muammar’s business are paid on a

piece rate basis. Table 1 gives financial details of the business in 2012.

Table 1

Fixed costs per month
Empioyee wages

Raw materials

Marketing costs

Selling price

Sales per month [average]

$2 per box
$3 per box
$1 per box
$8 per box
9000 boxes

(a) Identify and explain one advantage and one disadvantage to Muammar of using piece

rate to pay his workers.

AdVANTAQE! .....civiriiirrsniniiceienr s stis s rssss s sas e

-------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------

13. O/N 13/P12/Q2/e

----------------------------------------------

-----------------------------------------------

-----------------------------------------------

-----------------------------------------------

Party Pops is a business that sells products such as cakes and balloons for childrens’ birthday
parties. The Marketing Director thinks that the demand for the company’s products is price
elastic. Party Pops advertises on television. The products are sold through the company'’s
own retall shops. However, the Marketing Director is thinking of changing this to sellipgonly

on the Internet.

-----------------------------------------------------------------------------------

----------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

.......................................
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..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................

------------------------------------------------------------------------------------------------------------------------------------------

..................................................................................................................................... [6]
14. O/N 13/P12/Q3/d
Harry owns a pizza restaurant in a large city, Table 2 gives financial data for the business in
2012.
Table 2
Selling price per pizza $8
Variable costs per pizza $5
Weekly fixed costs $2700
Weekly sales 1500 pizzas

(a) Harry pays his workers piece rates. Identify and explain one advantage and one
disadvantage to pizza business of using this method of payment.

AGVANLAGE! ...ttt e s ns st b e e sbs e sene bt e st eaesesrasessensanssssssssens
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15. O/N 13/P12/QS5/d,e

K & P is a large group of shops selling televisions. The directors of K & P use an autocratic
management style. Spans of control are narrow and communication is only one-way. Many
workers leave K & P each year and this is a problem for the business. The motivation of the
workforce is low as workers feel they are unimportant.

(a) Identify and explain three methods that K & P could use to improve worker motivation.

BIEENOE T2 oenrrevernrenieseeeranssssessesssbocsssennsssssssssssarsssssasssasssosssanssossrsrannsnsssrasstinbuannsaresssrassssssanss

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

(b) Should K & P try to reduce the number of workers leaving each year? Justify your
answer.

------------------------------------------------------------------------------------------------------------------------

--------------------------------------------------------------------------------------------------------------

--------------------------------------------------------------------------------------

16. M/J 13P12/Q3/c

Emir is the Production manager at a large food p
average cost to help the business remain competi , Al rkers are paid using time rate.
Emir believes that good internal communicatio nt. The company has decided to
stop importing raw materials as this causes a lot"of lems. Emir must choose a suitable
method of communication to tell the overseas suppliers of his decision.
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(a) Identify and explain two payment methods for workers that this business could use
(other than time rate).

BT 1o coeeiiiiiiiirirersrerrrrnsnessessesrsassessrasasssssssssssssssesessssssssssssssessssnsessrsnrnsessssnnensennnsssesannsne

EXPIANALHON: ..ot e et e

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

METOE 2; oeereririrrrerrrenesciseiaessaneeisessasesssasssaesssnssssssssrasssssessssnsersssssnsssansssessnesasessnsssennnssnsers

EXPIANALON: ....coeieeeecsireii ittt s sk stk s st sb e s b e snnennes

------------------------------------------------------------------------------------------------------------------------------------------

17. O/N 12/P12/Qdle

Colour Rack manufactures paint in country Z. It sells its products to customers both nationally
and internationally. Colour Rack uses a specialist transport company to deliver its products to
customers, The Colour Rack brand is well known. Many of its factory employees are unhappy
at work. They are well paid but fack motivation due to the repetitive nature of their work.

(a) Recommend two strategies for improving the motivation of Colour Rack's factory
employess. Justify your answer.

LY = (=T | OSSR
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1. O/N 17/P12/Q3/e

(a) Knowledge [1] - award 1 mark for identification of relevant points (s)
Application [1] - award 1 mark for relevant reference made to this
business
Analysis [2] — award up to 2 marks for relevant development of
point(s)

Evaluation [2] - justified decision made as to whether Yanis should
change the way he motivates his chefs

Relevant points mightinclude:

+ Depends on reascn why people areleaving [k] as only a part-
time contract [app]

« Little incentive with current method to work harder [k] as no
bonuses [app]

*  May not be able to afford alternative methods [k] as planning to
open another restaurant [app]

= Workers may expect high wages k] as skilled [app]

«  Current system offers flexibility to employees [k]

»  Could offer bonuses {k] which increases costs [an] so may not
be able to afford to expand [an]

» Increase hours [k]

«  Offer job rotation [K] so there is more variely [an]

2. O/N 17/P11/Q2/e

(a) Knowledge [1] - award 1 mark for identification of relevant points (s) 6
Application [1] — award 1 mark for relevant reference made to this business
Analysis [2] ~ award up to 2 marks for relevant development of point(s)
Evaluation [2] award up to 2 marks for justified decision as to whether paying higher wages
is the best way for NMBJ to improve empioyee motivation

Points might include

*  Only a short term incentive [k] have to pay, whatever the output [an]

*  Money is the main motivator [k]

= Other ways to motivate e.g. job rotation, enrichment, fringe benefits (k] _

»  Help retain workers [k] so not as many people leave [app] leadingto
recruitment costs [an]

*  This will increase costs for the business [k] by $15 000 per mo t \E
per worker would need to rise [an]

3. M/J 17/P12/Qd/c.e
(a) Knowledge [2 x 1]: award 1 mark for each effect ﬁ@ 4
) o

Application [2 x 1]: award 1 mark for each explanation i
Points might include:

» Additional training cosis [k] as new workers n ﬁ?; legin how to

make shoes [app}

Additional recruitment costs [k] to maintai
Time taken to recruit new employees [ S S
Damage to reputation OR harder to recruit

Reduction in output OR efficiency [k]
Impact on motivation of other workers OR increased workload for

N mployees [app]

o

8 8 8 &8 8
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remaining workers [k} so not be able to maintain happy workers [app]
New employees can provide new ideas [k]

Hard to maintain quality [k] so revenue does not increase by 10%
(app]

(b) Knowledge [1]: award 1 mark for identification of relevant method(s)
Application [1]: award 1 mark for a relevant reference to this business
Analysis [2]: award up to 2 marks for relevant development of point(s)

Evaluation [2]: award up to 2 marks for a justified decision made as to
which of the two non-financial methods Steppa should use

Points might include:

4. OIN
(a)

5. Ml 16/P11/Q2/c, d

Knowledge [2 x 1] - award 1 mark for each relevant reason,
Application [2 x 1] — award 1 mark for each relevant explanatigg
include:

(a)

o0
oo

8

8888888

Offer fringe benefits e.g. holidays or discounts [k] on shoes [app]
Job rotation [k] would be more interesting OR not as boring as doing
the same thing [an]

Team working [k] could lead te increased output OR increased
efficiency [an)

Training [k] so workers feel more valued as they gain more skills [an)
Praise [K] as feel their work has been recognised fan]

Opportunities for promotion [k]

Increased responsibility (k]

Award schemes such as employee of the month {k]

Job enrichment [k]

Job enlargement [k]

16/P11/Q1/d

Knowledge [2x 1] — award 1 mark for each advantage identified
Application [2x 1] — award 1 mark if relevant reference made to C&C
Analysis [2 x 1] — award 1 mark for each relevant explanation
Relevant points might include;

» Easy to communicate/update [k] on new styles [app] as employees
always there {an]

* Motivated/More committed to the business [K] so likety to produce
enough shoes [an] to help meet the growing demand [app]

o Fewer workers needed [K] therefore less administration needed [an]

» No need to train regularly [k] as these are skilled workers [app] so
able to maintain quality/output [an]

» internal pool of candidates for promotion [k] which can help keep
recruitment costs low [an)

Financial rewards might not motivate workers [k} b@%

It assumes you can measure output [k] but
Non-financial factors might be more im
[app).

[app] g@
Taylor assumes workers are lazy [k] these wo%

(b) Knowledge {2 x 1] — identification of relevant a vantage [max 2].
Application {2 x 1] — award 1 mark for each way if relevant reference made to Bushall.

2.1: Answer Section

4

enjoy what they do

to win more awatds [app]
output at harvest time [app]
J;2.g. Being able to work part-time

6
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Analysis [2 x 1] ~ award 1 mark for each relevant explanation. Relevant points might

include:

« More flexible/easier to ask employees to work at busy times [k] such as the picking
season [app] when some additional help is needed [an]

e Help to attract new employees [k] because it fits around their other commitments [an],

those who may not want to work full-time [app]

Lower labour costs [k] outside of harvest time [app] as there is less work [an]

Provide a wide range of skills’knowledge (k]

May be more motivated [k] and therefore have greater productivity [an]

Easier to find workers [K].

6. O/N 15/P11/Q1/d
(a) Knowledge [2 x 1] - identification of relevant way [max 2] [6]
Application [2 x 1] — award 1 mark for each way if relevant reference made to TWH
Analysis [2 x 1} — award 1 mark for each relevant explanation
Relevant points might include:
« Job rotation [k] swapping between making different toys [app] they are not bored doing
the same thing [an]
training [k] on the new technology [app] so employees feel valued [an]
e better communication with management (k] so workers feel that they are important to the
business [an) so efficiency improves [app]
« improve pay [k] they pay $6 [app] as pay $.50 less per hour [an] OR bonuses/piece rate
[k] so make more toys [app] to get paid above their usual wage [an]
« improved working conditions/environment [K]

Note: other options acceptable e.g. fringe benefits (allow only once), job enrichment,
promotion

Do not accept work harder alone as analysis because a reason for this must be given
Application marks may be awarded for appropriate use of the following: relevant use of
numbers, toys, average costs, efficiency, new technology.

7. OIN 14/P12/Q2/b

(a) Application [2 x 1]: award 1 mark for each relevant payment [2]
Payments include: insurance, rates, rent, water, electricity / gas, interest payments, salaries
Accept any reasonable answer

8. O/N 14/P12/Q1/b

(a) Application [2 x 1] award 1 mark per way
Ways might include — time rates, bonus payments, salaries, profit sharing

related pay ‘\C// o8
Do not accept commission, as not appropriate for a manufacturing e(g%’

9. OIN 14/P11/Q1/b 2l
(a) Application [2 x 1] one mark per method. @ &
Points might include: piece rates, salary, performance r@% 3V

a,
profit sharing.

[2]

Note — Do not accept wage as this implies time rat %
10. O/N 14/P11/Q4/c

(@
(a) Knowledge [2 x 1] — award 1 mark for eachv -y [4]
Application [2 x 1] — award 1 mark for each relevant explanation in context (show why these
points matter to this type of business).
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Points might include:

More output [k] so able to meet demand for its clothes [app]

Workers work harder [k] which leads to an increase in productivity [app]

Lower wage costs [k] as might not need to employ as many workers [app]

More flexible [k] as workers will be able to respond to changing tastes [app]
Lower levels of absenteeism [K]

Lower training / recruitment costs [k] because of lower levels of staff turnover[app]
Loyal staff [k] which will reduce staff turnover

Less mistakes [K] so better quality ciothes made [app]

Improved image / better reputation k]

11. M/J 14/P11/Q5/d
(a) Knowledge [2 x 1] — award 1 mark for each relevant method identified [6]

Application [2 x 1] - award 1 mark if relevant reference made to Callow’s business

Analysis [2 x 1] - award 1 mark for each relevant explanation

For each reason maximum 3 marks [k + 1app + 1an).

Methods might include:

» Bonuses / commission [k] for sales assistants [app] as this would encourage them to sell
more to earn extra money [an)

* Fringe benefitsk] e.g. the regional directors / managers could receive a company
carfapp] they will feel important / position recognised [an]

¢ Payment methods e.g. increase wage rate or salary (only allow once)

Job rotation [k] sales assistants could move to different departments [app] so they are
not bored [an]
e  Training/CPD[k].

12. O/N 13P11/Q2/d
(a) Knowledge [2 x 1] — award 1 mark for the advantage and 1 mark for the disadvantage  [6]

Analysis [2 x 2] — award 1 mark for analysis of impact [1] plus a further markr showing
how it might be a benefit or not to the business 3
Advantages might include:

NS
¢ Encourages high output [k] so productivity would increase [an] apd ied output
means that extra goods can be sold [an] NN

Motivating to the workforce [k] therefore less absenteeism [an
* Saving on labour costs [k] as absent workers are not paid [afy

Paid for what is produced [K] so costs directly contrgg tfore higher profits [an]
@

Disadvantages might include:
* Encourages speed [k] which may mean more mi%%k
* Lower quality goods [k] leading to a poor reputat [
* Maybe discouraging for slower workers Ik r
higher recruitment costs [an]

The business may struggle to attract wotkars

Note: points must relate to business benefit/cost not employees.

therefore more wastage [an]
erefore loss of customers [an]
ng labour tumover [an] therefore
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13. OIN 13/P12/Q2/e

(a)

Knowledge/Application [2 x 1] —award 1 mark for each relevant issue identified [6]
Analysis [2] — award up to 2 marks for relevant explanation (i.e. how or why it might be
an issue)

Evaluation [2] reasoned judgement made as to whether PP should only sell on the internet

Points for internet might include

« |ncrease the geographical market [K] as it gives them access to customers not in reach of
their shops [an]

« Access a new range of customers [k] able to attract a wider target market [an]

« Able to reduce prices by cutting out middle men [k) so improve margins [an]

. Make it easier for customers to buy [k] which would increase sales [an]

. Reduce costs of employees and rent for shops [k] so lower expenses [an]

Points against internet include

« Internet buying is not for everyone [k] so could lose current as well as potential customers
[an]

« Security issues e.g. risk of fraud [k] so discourages customers who do not trust system
fan}

« Not everyone has access to internet [k] so loss of potential/current customers fan]

. Distribution costs e.g. PP might have to cover costs of postage [k] which would increase
its variable costs [an]

« Increased competition from online retailers around the world [k] which would limit possible
sales [an] .

Note: points must relate to business not consumers

Developed example:

Party pops is able to access more customers (k] so able to increase sales [an]. They won't
have to pay the costs of rent [k]. However customers might prefer to see the products before
they buy which they can't do [K] which would discourage sales [an]. The products must be
delivered [k] which might be difficult as customers five far away [an). Party pops might want
to sell on the internet, to reach a larger market but shouldn't stop using shops especially as
they are used to selling in shops as they would lose those customers who won't buy off the
internet [eval] and the threat of competition could see sales fall even more [evail.

. OIN 13/P12/Q3/d :
14. Of _ @O &@

{(a) Knowledge [2 x 1] —award 1 mark for the advantage and 1 mark for the digay

igtlvatizage [6]

Analysis [2 x 2] — award 1 mark for analysis of impact [1] plus a furth 4P afi for showing

how each point might be an advantage (or not) o the business \@\\ «z§§

Advantages might include IS,

« Paid for what produce [k] so costs directly controfled [an@ S ;&@ able to earn higher
profit [an] %

« Increase output/efficiency [k] as workers will work f

orders on time [an]
K

Harry is able to meet all

« Saves labour costs [k] as if no customers in res n] no wages need to be paid as
no production necessary [an]
. Motivating to workers to work harder [K]

customer service [an]

(&
senteeism [an] so able to offer better
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Disadvantages include:

» Encourages speed [k] which may mean more mistakes fan] therefore more wasted
ingredients [an)]

« Lower quality goods [k] as rush the work [an] leading to customer dissatisfaction/poor
reputation [an]

« Can be difficult to calculate wages [k] if restaurant is busy [an] as will have to pay workers
more [an]

+ Discouraging for slower workers [k] increasing labour turnover [an] therefore higher
recruitment costs [an)

Note: points must relate to business not employees

15. O/N 13/P12/Q5/d,e
(a) Knowledge [3 x 1] -~ award 1 mark per relevant method [6]

(b)

Analysis [3 x 1] — award 1 mark for each relevant explanation i.e. must focus on how the

method has a positive impact on improving motivation of empioyees

Methods include:

» change leadership style OR use democratic leadership style [k] so workers feel less
alienated [an]

* delegation [k] as workers feel trusted [an)

* consultation e.g. kaizen or focus groups as employees have greater involvement in

decisions

improved internal communications [k] so that workers feel informed [an]

job rotation [k] not bored doing same job all the time

job enrichment [k] given more responsibility for managing your own work [an)]

flexible working hours [k] so better work life balance [an]

promotion prospects [k] encourages loyalty/opportunity to rise up the hierarchy [an]

improved working conditions [k] so more pleasant environment [an]

offer training [k] have opportunity to develop new skills [an]

change methods of remuneration e.g. bonuses, commission, increased pay [k] as able to

eam more to meet needs/wants [an)

Do not accept piece rate as not appropriate for a shop.

Knowledge/Application [2 x 1] — identification of relevant issues in context [2] [6]

Analysis [2] — explain how or why it might be an issue

Evaluation [2] - reasoned judgement made as to whether K & P should try to reduce

number of employees leaving.

Points could include:

* recruitment costs [k] which would increase expenses [an]

* training costs k] as workers might not have the necessary expetrien, gfékills Feeded [an]
+ reduced morale of work force [k] so give poor customer service [an %&lﬁl could damage
company reputation [an] D)

* new people bring new ideas and skills [k] so able to improve
 depends on who is leaving/why they are leaving [k] as

be missed [an]
* loss of expertise/knowledge of business [k] as the 3t be easy to replace [an]
Developed example:
If more people leave, they wili have to spend morﬁ%& retruiting new workers k] which would
increase their costs [an]. These new worker
customer service will fall [an] leading to a In sdfes [an]. However new employees may
bring in new ideas about how to sell [k] which casid improve the reputation of K & P. whether
it is good or bad, will depend on who leaves. As if they are poor workers, there is likely to be
no bad effect on the business [eval), and the chance to replace them might actually be more
beneficial especially if the new employee's ideas help increase sales. [eval]

stofger service [an]

N
erféiming workers would no
ng ke Id not
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16. M/J 13P12/Q3/c
(a) Knowledge/application [2 x 1] — award 1 mark for identification of relevant method (41

Analysis [2 x 1] — 1 mark for each relevant explanation (i.e. show how the method would work)

Points might include:

piece rate [k] workers paid for the number of items produced [an]

performance related pay [k]

bonuses [k]

profit sharing [k]

share ownership [k]

rewards based on demands of job e.g. salary [k] which is fixed amount regardless of
how much they do [an]

Note 1: do not accept answers which could not be related to this type of business, e.g.
commission/sales based methods
Note 2: do not accept wages as they are an example of time rate

17. O/N 12/P12/Qé4/e

(2) Knowledge/application [2x1] — award 1 market per relevant strategy for CR. [6]
Analysis [2x1] — award 1 mark for each relevant explanation.
Evaluation [2x1] — reasoned judgement as to why it might be appropriate method for CRto
use,
Possible methods include: job rotationfjob enrichmentfjob enlargement/creation of
teams/changes in management style/consultation/delegation/fiexible working hours/improved
internal communications/promotion prospects/improved working conditions/fringe benefits
(only allow once). :
Note: The employees are well paid hence money is NOT the solution so do not accept
increase pay or bonuses.
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2.2: Organisation and Management

1. O/N 17/P12/Q4/d

VIS provides a range of insurance services including insurance for cars and electrical products.
Last year retained profit decreased. The Managing Director blames higher taxation and also thinks
that some markets have become more competitive. Customer complaints have alse increased.
The Managing Director plans to change the business organisational structure by removing both
the regional directors and regional managers. She said: ‘Shorter chains of command may help. |
knowsomeemployeesmayhneediraining.'Shecannotdecideonasuitablemethod6f -

communication to inform employees about the changes to the organisational structure,

(a) Identify and explain two advantages to VIS of changing its organisational structure.

----------------------------------------------------------------------------------------------------------------------
-------------------------------------------------------------------------------------------------------------------------------------------
------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

......................................................................................................................
...........................................................................................................................................
........................................................................................................................
...........................................................................................................................................

-------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------

2, O/N 17/P11/Q3/b,c D

GDC is a transport delivery business in country Z. It operates in a competitive ma
5000 employees and 1000 delivery vehicles, GDC's organisational str% many levels of
hierarchy with a long chain of command. The managers use an autggea t% dership style. Last

year GDC delivered 2 billion parcels for businesses. The Managing,Dire said: ‘Having a good
reputation is important. We have also benefited from econo&ﬁsc Y GDC wants to expand

its operations to another country, but cannot decide the bes
(a) What is meant by ‘autocratic leadership style'?

o g5’ this,
5

---------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------
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(b) Identify and explain one advantage and one disadvantage of transport delivery business
organisational structure.

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

3. M/J 17/P12/Q4/d

Steppa is a shoe manufacturer in the private sector. Steppa has 200 employees who all receive a
high hourly wage rate. The Human Resources Director said: ‘We use a democratic leadership style.
Employees are an important stakeholder group. Happy workers are good for business. Revenue
increased by 10% last year.' The director cannot understand why a high number of workers leave
the business each year. She is looking at other non-financial methods to motivate employees.

(a) Identify and explain two possible advantages for shoe making business of using a
democratic leadership style.

AGVENIAGE 17 e crcrcrissssessssassssntss s sssesnantnssssessansnrans sesssennsssassssnsssnssssnssssassrssnne
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4. M/J 17/P11/Q4/a

GKK makes plastic bottles for a range of products from food to chemicals. GKK buys its raw materials
from a low-cost country. GKK's organisational structure is wide with a short chain of command
which allows for delegation. The Government plans to introduce new legal controls to protect the
environment. The Operations manager said: ‘The Government might achieve one of its objectives
but how does it affect GKK? This is a competitive market so prices are important.’ He wants to
improve efficiency and plans to use lean production.

(a) What is meant by ‘chain of command’?

-------------------------------------------------------------------------------------------------------------------------------------------
-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

5. O/N 16/P11/Q4/a

DCP makes a range of high quality industrial paints. It sells direct to 6 large business customers
which are located in different countries. DCP charges a price of $0.35 per litre. It operates in a
competitive market. The Operations manager has been looking at DCP's costs as shown in Table 2.
He wants to increase profit but he does not want to buy cheaper materials.

Table 2: Output and cost information for DCP per week

Output (litres) 1500000
Total fixed costs ($) 350000
Total material costs ($) 60000
Total Jabour costs ($) 40000

(a) Iidentify two functions of management.

-----------------------------------------------------------------------------------------------------------------

6. M/J 16/P12/Q1/a

F&G is a leading fashion retailer. It has 20 shopé&c C. The business uses market
ab

=}

segmentation, Its target market is men aged between25 ap&40 years old. The Marketing Director
has been looking at the marketing data show . She is worried that the amount the
business spends on marketing is not cost effective. &% would like to close down all F&G shops
and just use e-commerce.



Business Studies O-Level P-1 Workbook a0 2.2: Organisation and management
Read & Write Publications

Table 1
Year Total value of the men'’s F&G’'s market share F&G's marketing budget
clothing market
2015 $500m 15% $25m
2016 $700m 12% $40m

(a} What is meant by a ‘trade union'?

-------------------------------------------------------------------------------------------------------------------------------------------
-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

7. O/N 15/P11/Qé4/b

Tebo has recently been made redundant from his job as a car mechanic. He is thinking of setting
up his own business. Even though he has no management experience, he knows that managing
cash flow will be important to the success of the business. Tebo is considering whether to apply for
a FIXIT franchise. This franchise would cost $15000, which would use all of his savings, FIXIT is a
car repair franchise, with 36 franchisees.

(a) Identify two functions of management that Tebo might have to perform.

o Lo e R P P
Lo 1 T O O T O U L O I T
............................................................................................................................................... [2]
(\é)
8. O/N 14/P12/Q4/a,b,e e AQ
Grenada makes meat products such as pies, burgers and ready-made meae oys 10000
workers. It operates in many countries, each with different laws and tr organisation

structure is tall and hierarchical. Spans of control are narrow and theregi$Htt) legation. Some
middle managers complain that they are not allowed to make impo d ons. The directors
want to improve communication with employees.

Board of direct "é
Senior m pent
Mi@% gement

/ l Lower management
/ \ Other employees
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(a) Identify two features of a ‘tall and hierarchical’ organisation structure.

Feature 1: .......... vevereesreesens teereseenseearrnrarerens cererererearernarrnnninan renreeearerenenens teereeenases rrererenibnerennnnnnns
Feature 2: ...... rerrereenes everseesenes S T e E T eI S
........ e e s s b bbb bbb se st ses et tesen e srnases B2

(b) Use Figure 2 to explain what is meant by ‘chain of command'.

............................ st ss s s s asss s senssss s snssssosoneneseseessnnes 2]

(c) Do you think that Grenada would benefit from greater delegation in its decision making?
Justify your answer. [6]
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9. O/N 14/P12/Q5/a
Ali has just been appointed as Managing Director of Anypart, a large manufacturing business.
He told Anypart's Board of Directors: ‘Behaving ethically will always lead to lower profits. | want
our employees to work longer hours, have fewer holidays and become more productive. This will
reduce costs of each unit of output and will benefit all our stakeholders'. Not all of the directors

agreed with him.
{(a) What is meant by a ‘Board of Directors’?

---------------------------------------------------------------------------------------------------------------------------------------------------
---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

10. O/N 14/P11/Q4/a
Genel manufactures ciothes. The company uses an autocratic style of management. It employs a
large number of workers and pays low wages. Many employees leave the company each year but
they are easily replaced. Working conditions in the factories are poor. Health and safety is ignored
and long hours are worked. Employee motivation is low and empioyee productivity is falling.

{(a) What is meant by an ‘autocratic style of management'?

---------------------------------------------------------------------------------------------------------------------------------------------------
---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

11. O/N 14/P11/Q5/b,d

company. Figure 1

Board of Directors NS
| &
2" @

| I @ & |
Managing Director Managing [‘%@ s~ Managing Director
Asia Division Europe @ 0 \9- Africa Division

Factory A manager Factory B pgaff4

| |
I
I I !

Quality Warehouse Stock control
manager manager manager

=
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(a) Using only the information in Figure 1:
() Identify the span of control of the Managing Director of the Asia division.

(b) Identify and explain two advantages to Zalpha of using centralised decision making.

Advantage 1:

-----------------------------------------------------------------------------------------------------------------------------
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12. M/J 14/P11/Q5/b,c

Callow is a large retail business based in country X. ‘Our employees are an important stakeholder’,
said the Managing Director. ‘To make sure we stay profitable we need to motivate them.’ Callow
trains all of its shop employees by using off the job training.

Fig. 1: Callow Organisation Structure

Managing Director

|
I I I I
HR Director Finance Director Operations Director Marketing Director
|
| | | ]
West Region South Region North Region East Region
Manager Manager Manager Manager
|
| I I | I | I
Shop Managers x 6
]
I I | | [
Department Managers x 4 |
|
| |
Supervisors x 2
]

L i | 1 { i |
Sales Assistants x 8

(a) Identify two functions of management that each shop manager will have to perform.
o 0T I T T R T O R DT O E e P

FUNCHON 22 civvereressresnsssrersrresseersbessssssesssstsssassssssssasnessssasssnsssstatesssstassssssosassosstsssssssssrnssssnsnsnsns [2]

(b) Identify and explain two features of Callow's organisational structure.
FRAUTS 17 cereeeeeeererrerersseassiessessnersrsssasssassserasssssnmmssesastsoassssssssssssnassssassen e

EXPlanation: ..o ccecieenmitissisinetssersss st s s sesstesssasssassnss e

---------------------------------------------------------------------------------------------

--------------------------------------------------------------------------------------

FRAtUrE 2! ...vvcvverisnessssisessrecsnninnsessssasasseeransersnnsnss ;0.). ............................................................

---------------------------------------------------------------------------------------------------------------------------------------------------
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13. M/J 14/P12/Q1/a, ¢
LEK owns 80 electrical shops. It sells products such as cell (mobile) phones and televisions. The
Marketing Director believes offering customers a choice of products helps LEK to be competitive,
LEK must use suitable ways to communicate with its customers. LEK's directors are planning a
takeover of a competitor. This competitor owns 40 shops and operates in the same 4 regions as

LEK.
Fig. 1: LEK organisational chart

Managing Directar

|
I i ] |
HR Finance Director Operations Director Markeling Director
Director
|
| I i |
Region 1 Region 2 Region 3 Region 4
Manager Manager Manager Manager
I | I I
Shop Managers Shop Managers Shop Managers Shop Managers
%20 x20 x20 %20

(a) What is meant by ‘span of control'?

---------------------------------------------------------------------------------------------------------------------------------------------------

(b) ldentify and explain two benefits to LEK of having an organisational chart.

BENEII 1. ettt se s ere st e s me e sem s e et et

---------------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------

14. O/N 13/P12/Q1/e
Protec makes components for use in computers. The company is located in country Y where
workers’ wages are high. Table 1 gives data about Protec.
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Table 1
Number of employees Average weekly wage Total output per
week [units]
400 500 2400

(a) The management of Protec is thinking of relocating the factory to a country where

wages are lower. Do you think that Protec would benefit from such a move? Justify your
answer.

..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................

...........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................

..........................................................................................................................................

------------------------------------------------------------------------------------------------------------------------------------------

..................................................................................................................................... [6]
15. O/N 13/P12/Q5/a,b
K & P is a large group of shops selling televisions. The directors of K& P us u ‘@aﬁc
management style. Spans of control are narrow and communication is o . Many

nl
workers leave K & P each year and this is a problem for the business. *Ig igation of the
workforce is low as workers feel they are unimportant.

(a) What is meant by ‘autocratic management style'? @




Business Studies Q-Level P-1 Workbook a7 2.2: Organisation and management
Read & Wirite Publications

(b) What is meant by ‘span of control'?

------------------------------------------------------------------------------------------------------------------------------------------
------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

16. M/ 13/P12/Q1/d

Brakker is a public limited company which specialises in building large boats. Each boat
costs $4m to build and the company adds 30% to the total cost to calcuiate the selling price.
‘Last year profits fell ~ but this happens in a recession’ said the Finance Director. ‘Yes, | am
worried. If we cannot get more orders we will have to make some of our skilled workers
redundant.’ All Brakker workers are members of a trade union.

(a) ldentify and expiain three benefits to Brakker's workers of being members of a trade
union.

BRI 1. .cievrrrerierrierrrrirerireertestrieteressrerereseesssiessesssesssemsnrssssssesssesssssssesaresasesareersssasesssssannanns

..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................
........................................................................................................

--------------------------------------------------------------------------------------

17. MMJ 13/P11/Q5/c.d.e

AM Designs Is a private sector business. It @%s -
because it adds value. Amira is directly responsible {§t'a team of 12 people. | want to keep a
short chain of command but | do need a manager fo help me. | must find someone with the
right qualities. All of my team are highly motivated and someone with the wrong management
style might cause problems.
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(a) Identify and explain two advantages of a short chain of command for business.

Advantage 1: ............. rreeeeesraeesreresneeantsesibisbesessneann ereetreeeees s crreeesanesases s sesarasanens
S
S
T
....................... ceestseesreeensebsiebeEe st iR e bereshee s et e aaabeane s e e nsberisesseseasssnesssarsrersisnerasastesnassssases [4]

(b) Identify and explain three qualities that Amira might lock for in a manager.

L0111, DT eeeeessteesesneerearerebasesaesanssessanesrs rereeeenseeesennereeananeerneneraeabenas .

(c)

Do you think that the management style of the
Justify your answer.
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------------------------------------------------------------------------------------------------------------------------------------------
------------------------------------------------------------------------------------------------------------------------------------------
------------------------------------------------------------------------------------------------------------------------------------------

..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................

------------------------------------------------------------------------------------------------------------------------------------------

18. O/N 12/P11/Q4/b

Jergen Cosmetics makes a range of beauty products for women in country A, ‘We are a
market orientated company’ said Klaus, the Managing Director. ‘One of our business
objectives is to increase sales turnover, We have just set up our own website and increased
our marketing budget. Our country’s economic growth is forecast to be 4% next year and this
will guarantee our company’s profitability.

(a) What is meant by ‘Managing Director'?

------------------------------------------------------------------------------------------------------------------------------------------
------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

19. M/J 12/P12/Q4/a,b,c

Cole Brokers is a medium sized company. The company provides insurance
products to customers around the world. It operates in a highly ¢ iti arket. Many
insurance businesses are now using the Internet as a way to"§ell {figir products. The
management of Cole Brokers has been tooking at its current isaébnal structure. They
think the span of control and chain of command need to be <

(a) What is meant by ‘organisational structure'?

---------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------
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(b) What is meant by ‘chain of command'?

------------------------------------------------------------------------------------------------------------------------------------------
------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

..................................................................................................................................... (2]
(c) Identify and explain two possible disadvantages for a business of having a wide span of
control.
DISAAVANAGE 11 ..oevrceereriiisiiiniiiiesstinsessessrs e ssressts st assssssstssessssnes st ssnsst sasasesns sanssssansanane
EXPIANALON: ..ooeccciiiiiseiini sttt st b e e e
DiISAAVANIAGE 2: overcereesiriseisireseinsstrssstissssinssssstsssssasresssssassesanesesastsasessnsssansnessssanesssasass
EXPIANALION: (iivirsrisrrremeimiesiisensistssiissssssssinsisnissssssssssssisstassass ettt sisasa b bt sesb et snssaraansasansnsan
..................................................................................................................................... [4]

20. M/J 12/P12/Q5/c
Sachs-Tech makes parts for the mobile phone industry. Sales have risen very quickly. The
company needs a new factory to meet demand. The management is not sure where to build
the factory. The company is currently looking to recruit three new production supervisors.
The Human Resources manager, Manuel, is busy writing a job description and person
specification for these supervisor roles.

(a) Identify and explain two suitable places where Manuel could advertise the v %@
9
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1. O/N 17/P12/Qé4/d

(@) Knowledge [2 x 1] - award 1 mark for each advantage identified
Application [2 x 1] — award 1 mark for each relevant reference
made to this business
Analysis [2 x 1] — award 1 mark for each relevantexplanation

Paossible points might include:

* Improved communication [k] could reduce (customer)
complaints [app] leading to better reputation OR as fewer
levels in hierarchy [an]

* lLower labour costs [k] as fewer regional managers [app]
reducing its expenses [an]

* Managing Director OR Senior managers are less remote [k]
more aware of issues [an] which may be helpful in competiti
market [app]

* Increased (opportunities for) delegation [k] can improve
employee motivation leading to better productivity [an] OR
managers have more time to focus on other things [an)]

*  Quicker decision making [K]

2, O/N17/P11/Q3/b,c

(a) Clear understanding: [2] managers expect to be in charge of business and expect their
orders to be followed
OR managers make decisions without consulting workers [2]
Some understanding: [1) workers have no say in decisions OR decisions made by
managers [1]

(b) Knowledge [2 x 1] award 1 mark for one advantage and one disadvantage identified
Application [2 x 1] award 1 mark for each explanation in context

2
Advantages 5@
* Employees have a clearly defined role [k] so know where they fitinto d&five )
process [app}
*  Clear chain of command OR know their manager [k] so know w. S otor help if
problem with a parcel [app] o/ ﬁ

* Employees have a clear career structure [k] so can see how i@

[app]
* Specialists can be employed [K] é&@

Disadvantages

*  Slow communication [k] due to many number of$8yel {

* Heavy workload for managers [k] so do they haye t' to focus on expansion [app)

*  Communication between departments can@ ifficait [k] which could damage its
good reputation [appj

* Can create rivalry between department?g;] 5

*  Workers can feel isolated [k]
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3. M/J 17/P12/Q4/d

(a) Knowledge [2 x 1]: award one mark for each relevant advantage 6
identified
Application [2 x 1]: award 1 mark for each relevant reference made to
this business
Analysis [2 x 1]: award 1 mark for each relevant explanation
Points might include:
o Improves motivation OR sense of belonging [k] leading to increased
output OR productivity [an] as they are happy workers {app]

w Help keep worker loyalty {k] could help reduce high number of
workers feaving [app] leading to lower recruitment costs [an]

w Creates time to do other jobs [K] leading to fewer mistakes [an]

w Better decision making possible [k]

» More ideas [K]

w Better communication OR better feedback [k]

« Positive work environment OR better relations between managers
and workers [K]

« Workers have better understanding of business’ objectives [K]

4, M/J 17/P11/Qé/a

(a) Clear understanding [2]: structure within an organisation through which 2
orders are passed from senior management to the lower levels

Some understanding [1]: ‘'shows who gives orders’

5. O/N 16/P11/Q4/a

(a) Knowledge {2x1] award one mark per function 2
Points might include: planning, organising, co-ordinate, command, control,
motivate/supervise, decision making, problem solving, recruit

6. M/ 16/P12/Q1/a

(a) Good knowledge {2] — e.g. Group of workers who ioin together to ensure th§ S 2
interests are protected [2], NG Q?
OR organisation represents the workers and fight for improvement \pgggnd
conditions [2]. ©
Some knowledge [1] — e.g. Group of workers who join together@R figbt for workers'
rights. @ @5;@

)
7. OJ/N 15/P11/Q4/b P
(a) Application: [2 x 1] 1 mark per function [2]

Points might include: organise/co-ordination tagning;control, decision making or practical

examples e.g. motivation, recruitment, delegaton rategic tasks

Do not accept any task which can be completed by any employee e.g. pay bills, training
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8. O/N 14/P12/Qd/a,b,e

(@)

(b)

()

Knowledge [2 x 1] one mark per feature [2]

Points might include:

Many layers (of management);
Decision making takes longer
Narrow span of control

Little delegation

Opportunities for promotion
Communication can take a long time
Clear lines of authority

Long chain of command.

Clear application [2]: e.g. structure in an organisation which allows instructions to be passed
down [1] from board of directors through middle managers to other employees [+1] [2]
Some understanding [1] e.g. way power and authority are passed down in an organisation
For 2 marks must refer to figure 2.

Knowledge [2 x 1] award 1 mark for each issue identified

Application [1] — award 1 mark if relevant reference made to this business [6]
Analysis [1] — award 1 mark for relevant development of point(s)

Evaluation [2] ~ justified decision made as to whether Grenada would benefit from greater
delegation in its decision making

Advantages of delegation include:

» Decision making closer to ‘the ground’ [k] as likely to understand the laws / traditions
[app] to have better idea what customers want [an]

*  Quicker decisions [k] as don’t have to wait for response [an] which could take time due to
being in different countries [app]

* Increased motivationfinvolvement [k] as if able to make important decisions [app] might
be more productive/efficient [an]

e Lighten workload for senior managers [k] so Directors have more time [app] to focus on
strategic decisions [an]

¢ New ideas [k].

Disadvantages might include:
e Loss of control at the top [k] so could lead to duplication of work [an)]
» Disagreements/different decisions made [k] as middle managers ¢ A TOWT
important decisions [app] so no consistency of approach [an] 5 » 61?
o Skills of managers [k] middle managers can't cope with ex p@@ ility [app] leading
to mistakes [an]. ©

]
]
=
1

Application might include: pies, ready meals, burgers (f many countries, different
laws and traditions, narrow spans of control, little del sahnot make important
decisions, want to improve communications.

Developed answer:
decisions could be made [k] as managers in 8a ountry are likely to know what their

customers want [an] so more delegation could € very beneficial leading to higher sales and
profits [eval].
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9. O/N 14/P12/Q5/a
(a) Clear understanding [2]: e.g. senior management of the business [1] responsible for strategic
decisions [+1].
Some understanding [1] e.g. identifies one feature of a board of directors (e.g. elected by
shareholders) OR managers in charge of company [2]
For 2 marks must have both idea of being in charge AND responsible for strateqic / key
decisions.

10. O/N 14/P11/Q4/a

(a) Clear understanding [2] e.g. an autacratic style implies that all decisions are made by the
management [1] without consultation and discussion [+1] OR workers have no say in  [2]
decision making [2].

Some understanding [1] e.g. a manager who tells others what todo.

11. OIN 14/P11/Q5/b,d
(a) (i) Application [1]: 2 (factory managers) OR factory A manager and factory B manager. [1]
(i) Application [1]: 4 (levels). [13
(b) Knowledge [2 x 1] — award 1 mark for each advantage identified. [6]
Application [2 x 1] — award 1 mark if relevant reference made to this business/manufacturer.

Analysis [2 x 1] — award 1 mark for each relevant explanation (showing how the point create
an advantage).

Advantages might include:

« Speed of decision making increased [k] because not many people are involved [an]

¢ Save money/lower cost [K]

» Decrease level of conflict {k]

« Power retained by senior management / control maintained [k] between the board and 3
directors [app]

e Easier to ensure consistency / reduce inconsistency [k] across all divisions [app]

e Economies of scale more achievable [k] as head office are able to order parts [app] in

bulk to etlar er discounts an

12. M/J 14/P11/Q5/b,c
(a) Application [2 x 1] award one mark per function

Functions could inciude: planning rotas, organise or delegate tasks to vario(s loyees,
coordinating sections, giving commands to department managers, controlfing budgets
or monitoring targets. [2]

Note: Do not accept functions of management which can only bélapplietl’ to production.
Leadership is too vague. @

(b) Knowledge [2 x 1] — award 1 mark for each relevant feature , @
Application [2 x 1] — award 1 mark for each relevant expl } {4
Features might include: 7
e Tall hierarchy [K] / long chain of command asfhere are seven levels in the

organisation [app]

« Functional departments [k] but also a regionaPdiyigon of responsibility for operations [k]
as split into north south east and west [@‘

e Comment on various spans of control ex. 5 aging director has a short span [k] of 4
employees / supervisors have a wide span f 8 sales assistants [app].

Note: Do not award wide/narrow span of control alone as this does not apply to the whole
chart, an employee must be specified.
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13. M/J 14/P12/Q1/a, c

(a) Good knowledge [2], e.g. number of people who answer directly to one manager in a

hierarchy.

Some knowledge [1], e.g. number of people who work for you some knowledge plus example

can gain 2 marks, e.g. regional manager has a span of 20. [2]
(b) Knowledge [2 x 1] - award 1 mark for each relevant benefit. [4]

Application/analysis [2 x 1] — award 1 mark for each relevant explanation,

Relevant points might include:

» Clear structure so everyone knows their roles [k] which is important in a large organisation
[2pp]

» Clear chain of command [k] so everyene knows who to report to [an] OR so orders can be
passed effectively between directors and shop managers [app)

+ Can show where possible problems of contro/communication might be [kl e.g. 20 is a
very large span of control for each regiori manager [app]

* Helps retention of workers [k] as shop managers can see how to progress up the
organisation [app]

» Allows for effective delegation [k]

Points must be related to business, not employees, e.g. do not reward ‘makes employees
have a sense of belonging'.

14. O/N 13/P12/Q1/e

(a) Knowledge/application [2 x 1] — award 1 mark for each relevant issue identified [max 2]
Analysis [2] — award up to 2 marks for relevant development (i.e. explain how or why issue
needs to be considered by Protec)

Evaluation [2] — reasoned judgement made as to whether Protec would benefit from move

Possible issues include:

* Reduced labour costs [k] which would heip reduce costs and improve competitiveness
[an]

+» Do workers in new country have the right skills [k] if not, face higher training costs [an]

» Marketing and distribution costs [k] as could be further away from customers, which would
increase expenses [an] 3

* Allow consideration of other costs that would be incurred associated witl
e.g. availability of raw materials [k] cost of land [k}

N
15. O/N 13/P12/Q5/a,b A4
(a) Clear understanding [2] e.g. an autocratic style implies tl@t declstbns are made by the
management [1] without consultation and discussion [+1] @<@
Some understanding [1] e.g. 2a manager wha tells oth aldd do [2]

Accept two features for 2 marks @

_J Z

(b) Clear understanding [2] e.g. span of cont{%lérpr $50 the number of subordinates who are
directly managed by an individual [manager y
Some understanding [1] e.g. for whom respongible 2]
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16. M/J 13/P12/Q1/d

(a) Knowledge [3 x 1] — award 1 mark for each benefit identified [6]
Application/analysis [3 x 1] — award 1 mark for each relevant explanation (i.e. show how it
is a benefit to Brakker's emplovees
Points might include:

strength in numbers [k] / will negotiate on their behalf [k] so business more likely to
listen to a large group of workers rather than individuals {an]} / so if workers are made
redundant they get the best deal possible [app]

improved working conditions [k] as union will negotiate on their behalf to ensure that
the boat factory is a safe place to work [app]

improved holidays OR pay OR pension rights [X] as union will negotiate on their
behalf to get wages which reflect their ability as skilled workers [app]

union will provide benefits e.g. discounts, sports facilities (k]

lega! advice and support [k] OR protection against unfair dismissal [k] OR union
will help represent workers in a dispute [K]

17. M/J 13/P11/Q5/c,d,e

(a) Knowledge [2 x 1] — identification of advantage [1 mark per advantage] [4]
Application [2 x 1] — explanation to show why it might be an advantage for Amira
Advantages might include:

communication is quicker [k] — so less chance of messages being distorted or lost as
messages have fewer levels to pass through [an]

decision making is quicker [k] therefore efficiency is improved

wider span of control [k] — so more choice of who to delegate to [an]

worker's motivation could increase [k] so productivity/commitment rises [an]

(b) Knowledge [3 x 1] — identification of quality {1 mark per quality] [6]
Application/analysis [3 x 1] — explain why it is a necessary quality for someone in Amira's
business

Qualities might include:

(c)} Knowledge [2] — identification of points N\
Application/analysis [2] — explanation to show how or why this is a@
Evaluation [2] — justified decision made as whether manag &ﬁ\é used might cause

problems )
Points might include: ;@%Q
CR

An autocratic leadership style (k] would definit
demotivated [an]. However as employees are

effective communication skills [k] — they wili have to manage 12 people [app]
approachable [k} — as need to deal with a smalil team of workers [app]
experienced [k] — so will need to respond to workers’ specific questions [app
knowledgeable/patience k] &
well organised [k] {

[6]

autocratic [k] by being controlling the manager mig
laissez-faire [k] workers might not have the guid

workers might dislike the management style [kPiherefo
manager may have a different style to Amir’s (K%
business [anj <

heed [an)
e could leave the company [an]
ich could create conflict within the

ighly motivated [k] they could adapt to any

leadership style [an] and therefore the management style is not important [evl.
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18. O/N 12/P11/Q4/b

(a) Ciear understanding [2] Some understanding [1]

Managing director is the overall senior director with general responsibility for the business as
a whole. [2] A two mark answer might also be one that makes a number of valid points e.g. in
overall charge and directs other managers/directors

Simple answer might be the director who makes the major decisions [1] or controls the
company {1]. So one simple statement gains 1 mark. [2]

19. MM 12/P12/Qé/a,b,c

(a)

Clear understanding [2] e.g. the number of levels of management and division of
responsibility/authority within a business [2)/staff and their positions in relation to each other
[2].

Some understanding [1] e.g. how many levels in a business/Shows how business is
organised/shows who reports to whom/hierarchy. [2]
Some understanding plus example can gain full marks.

(b) Clear understanding [2]: structure within an organisation through which orders are passed

(c)

20. M/J 12/P12/Q5/c

down from senior management to the lower levels of management/pass messages up and
down the hierarchy.
Some understanding [1]: ‘shows who gives orders’.

For 2 marks must have idea of ‘messages passed/communication’ AND ‘who between’.

Knowledge [2 x 1]: award 1 mark per relevant disadvantage. [4]
Analysis [2 x 1]: award 1 mark per relevant explanation (i.e. explain why might be
disadvantage for a business).

Points might include:

s difficult to control so many people [k] so less work is done [an]

e communication problems as too many subordinates to inform/ask [k] so harder to get
feedback about the work [an}/messages lost [an]

» workers might not have enough skills to cope with extra responsibility [k] so more
mistakes are made [an]

« supervisors might not have the right skills to manage so many people [K]
» fall in productivity [k] as hard to motivate so many people [an).
Note: disadvantages must clearly relate to business not employees to be credi

N
(a) Knowledge [2 x 1]: award 1 mark per suitable place. \@} é@g [4]
Application [2 x 1]: award 1 mark for each relevant explanatio l. @@why suitable place).
Places include: @
« internal — notice board/staff publication. =%
o external — job centre/advertising in local paper %o | yﬁ io/specialist trade magazines/
recruitment agency/internet or jobs website or>t:;> e A

Do not accept ‘shop’, in the street, internal or e@x@?al
Award relevant examples of either two inter%lb xternal or one example of each.

QA
Do not award analysis/application marks for oi@gzvhich clearly cannot be applied to role of
supervisor e.g. Television, national radio, nationgl newspaper and magazines.
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2.3: Recruitment, Selection and Training of Employees

1. O/N 17/P12/Q4/b

VIS provides a range of insurance services including insurance for cars and electrical products.
Last year retained profit decreased. The Managing Director blames higher taxation and also thinks
that some markets have become more competitive. Customer complaints have also increased.
The Managing Director plans to change the business organisational structure by removing both
the regional directors and regional managers. She said: ‘Shorter chains of command may help. |
know some employees may need training.' She cannot decide on a suitable method of
communication to inform employees about the changes to the organisational structure.

(a) Identify two methods of training that a business might use.

2, MiJ 17/P11/Q2/d

Josh owns an office cleaning business. He has a number of large and small business customers.
Josh employs 6 full-time cleaners who are all given off-the-job training. Josh believes that using
the latest cleaning equipment increases added value. He said: ‘Customers are happy with the
service. | am always sending text (SMS) messages to workers about additional work.” Josh has
been looking at his balance sheet. He cannot decide if a bank loan is the best source of finance to
use for new equipment. The new equipment will cost $60 000.

Table 1: Extract from Josh’s balance sheet as at 30 April 2017 ($000)

Current assets 120
Trade receivables 90
Cash X

Current liabilities

Net current assets

----------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------
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DISAAVANAGE: ..ottt tsenrrnee st sassests s snrsra s tesresansss ssnessesnssbsssesesbssemrenesnen

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

3. O/N 16/P11/Q1lc,

C&C has a good reputation for making high quality, hand-made shoes. It has 120 full-time skilled
employees. C&C needs to recruit another 20 production employees to meet increased demand.
The Managing Director said: ‘I don't know why people worry about globalisation. Two years ago
we did not export, now exports are 10% of our output and increasing.’ C&C has orders for 100000
pairs of shoes in 2017, The Managing Director cannot decide whether to introduce new technology
into the production process.

(a) Identify and explain two suitable ways in which hand made shoe manufacturer might

advertise the job vacancies.

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

4. M/J 16/P12/Q1/b,e

Saltan makes a range of cars. The level of inventory is too high so it plans to detrease production
at its factory. Employees were told the business needs to reduce the .= 0 workforce as

competition is increasing. The trade union is not happy that 360 of skilled full time
employees at Saltan will be made redundant. A trade union spok &@aid ‘Saltan should
reduce the number of hours of every employee rather than reduc er of jobs.” Saltan's

Operations Director is considering ways to increase efficiency i

it

(a) Identify two situations (other than increasing competi .' a business might have to

reduce the size of its workforce.
SIUALION 1: creiiicircerrerrerrreericsenressnceissnss sormn (BB e s o s8R coseenesssnsnesssansanssssnsestosstosssasssssssmee
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(b) Do you think Saltan should reduce the number of working hours for every employee rather
than reduce the number of jobs? Justify your answer.

...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................

-------------------------------------------------------------------------------------------------------------------------------------------

5. M/J 16/P11/Q2/b,e

Bushall is a farm. This primary sector business grows award-winning fruits such as pineapples and
bananas. Bushall has 10 full-time and 50 part-time employees. All part-time job vacancies are
advertised on its website. The Government has introduced legal controls for employment including
a minimum wage of $8.50 per hour and a limit on the number of hours an employee can work each
week. The farm manager has said to Bushall's owners: ‘Taylor's theory of motivation might not
work. Our team of employees enjoy what they do. These laws are not good for our employees or
our business!’

(a) Identify two ways {(other than its website) that business could use to advertise job vacancies.
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...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................

-------------------------------------------------------------------------------------------------------------------------------------------

6. O/N 15/P12/Q3/c,d

NCE manufactures cars in 4 factories using flow production. NCE’s Human Resources Director
thinks good induction training helps achieve high productivity. Factory X is its most efficient factory.
Last year the size of the new car market fell by 20%. NCE now has to make 400 workers redundant
at one of its other factories. ‘t am pleased NCE is a large business’, said the HR Director, ‘I think a
small business cannot survive in this competitive market.

Table 2: NCE operations data for 2014

Number of cars made Number of employees
168000 2800

(a) Identify and explain two ways in which induction training might benefit business.

---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------

-----------------------------------------------------------------------------------------------------

(b) ldentify and explain two factors that NCE would need to co
to make redundant.

FACIOT 11 et ciieeeressesesessesssnsesneessesssseeessnesssnsd

--------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------
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---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------
---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

7. O/N 15/P11/Q4/a,

Tebo has recently been made redundant from his job as a car mechanic. He is thinking of setting
up his own business. Even though he has no management experience, he knows that managing
cash flow will be important to the success of the business. Tebo is considering whether to apply for
a FIXIT franchise. This franchise would cost $15000, which would use all of his savings. FIXIT is a
car repair franchise, with 36 franchisees.

(a) What is meant by ‘made redundant?

---------------------------------------------------------------------------------------------------------------------------------------------------
---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

8. M/J 15/P12/Q1/d,
PJK makes a range of luxury sporis waiches. Each watch is handmade by skilled

@

tg@pd grdes as he
NP .
AG ‘@9 vest in new

oy (% o,

Price per watch @\: OV
Variable cost per waig@w $50
Annual sales > & 6000
des P f
Annual fixed s%s%g ﬁ $200000
S
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(a) Identify and explain two advantages to PJK of having skilled workers.

ADVANIAGE 1 ..ottt srsass e e e se s st smas e e asme s s e e e e ses e e e

---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------
---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

9. M/J 15/P11/Q2/a, ¢
Country S is enjoying an economic boom. During this time, businesses have increased their profits
and unempioyment has fallen. The only problem is inflation. All Active is a private limited company.
It owns 20 sport and fitness clubs in country S. The Managing Director said: ‘This is a good time
to expand by opening 5 more clubs. Finding the right locations is important. We will need to recruit
more employees.’ He cannot decide whether it would be an advantage for All Active to become a
public limited company.

(a) Identify two stages of the recruitment process.

-----------------------------------------------------------------------------------

-------

---------------------------------------------------------------------------------------------------------------------------------------------------
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10. O/N 14/P11/Q4/b,e,

Genel manufactures clothes. The company uses an autocratic style of management. It employs a
large number of workers and pays low wages. Many employees leave the company each year but
they are easily replaced. Working conditions in the factories are poor. Health and safety is ignored
and long hours are worked. Employee motivation is low and employee productivity is falling.

(a) ldentify two possible reasons why Genel ignores health and safety in its factory.

Reason 1: .......... reserereseseereesersinsssases rereeneensens tervbiearessssvassnarasarernnreran reeessnsssssessssnssnarastnartennierarasann

Reason 2: ....eeeeee teerrerereseere reerreraseesessesesnananses reereremnssessesnnnsaesssernrrren tererasesereenseneranns resrserersrseraes

.................. eresueretenessmetaseeesbesasbertr e be et e r e h st R as e e seesnsansaeesbstsisbsnrsbvarerassassssnsses [ 2]

(b) Do you think Governments should introduce laws to protect employees’ interests in businesses
such as Genel? Justify your answer.

.................................
...............
..................
.....
S R R e s st e b e
.........
.................
...........
.......
S
.........
...............
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11. M/J 14/P12/Q2/e

Cutter is a family owned private limited company. It manufactures a luxury brand of coats. In
2013 sales revenue increased by $3m and retained profits also increased. ‘The marketing mix is
working' said the Marketing Director. Cutter's Operations Director thinks that batch production is
still the right method of production to use, but he cannot decide whether on the job or off the job
training is better for the business.

(2) Do you think it is better for Cutter to use on the job or off the job training? Justify your answer.

...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................

---------------------------------------------------------------------------------------------------------------------------------------------------

............................................................................................................................................... [6]

12. M/J 14/P11/Q2/c,d
Keypeople is a recruitment agency which only operates in one small town in count S owner,
Rachel, and her two employees know that good customer service is important. Raghe d like to

. . . N .
expand her business. Keypeople offers a variety of human resource services pusinesses,

such as recruiting employees and preparing employment contracts. Rac =\:r-' been asked by a
local manufacturing business to recruit a senior manager. NG, é}r
O Q

(a) Identify and explain two reasons why employment contracts ar@sed@y businesses.

)
REBASON 12 cueeereiirireenessesessesraressssssesssnssesssesssssmmeseseemene @é’%’ . (,/ ....................................

------------------------------------------------------------------------------------------------------------------------------------

EXPIANGLON: ...cereeieeirctitiisinceniicinrennesesses Do s@ e seereeereeessesessasnssesssaseeseesssesesesesesseesns

-----------------------------------------------------------------------------------------------------------------------------------------------
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RSO 2 eeeieeeeereseissssssresserssnsssssesnssssssessssssssssssssssssasnsssssansessssrensessssiiossnarssrnnsssisesnessesannrnsssssnass

---------------------------------------------------------------------------------------------------------------------------------------------------

(b) Identify and explain two stages in the recruitment process of the manager’s job for the
manufacturing business.

---------------------------------------------------------------------------------------------------------------------------------------------------
---------------------------------------------------------------------------------------------------------------------------------------------------
---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

L1 F- Vo [T PSPPI T T S R
EXPIANATION: .cvvivereiirieriirimniiissiisisistetsnesstsre b ss s s et s snsebat st st bbb b e e s RS b s een s se e e e saas

---------------------------------------------------------------------------------------------------------------------------------------------------
---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

13. M/J 14/P11/Q5/d

D
Callow is a large retail business based in country X. ‘Our employees are a o nt stakeholder’,
said the Managing Director. ‘To make sure we stay profitable we negdSio r@vate them.’ Callow
trains all of its shop employees by using off the job training. Q ©
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Fig. 1: Callow Organisation Structure

Managing Director

I
I I I I
HR Director Finance Director Operations Director Marketing Director
|
| | | |
West Region South Region North Region East Region
Manager Manager Manager Manager
I
I I I | | I
Shop Managers x 6
|
| ] | |
Department Managers x 4
|
I |
Supervisors x 2
|

| i | | | | | |
Sales Assistants x 8

(a) Identify and explain two possible methods that Callow could use to improve the motivation of
its employees.

MBHRIOT T2 et rr ettt s e aes et anas s aressass s rsraerannesssss seessssssstenbasmnsnansassonsrerssssssssnssrsorers

---------------------------------------------------------------------------------------------------------------------------------------------------

-----------------------------------------------------------------------------------------------------------------------

MELROM 2; ....ccovrerireenienirennsenriisesteeeiresiessrersunansessseresnsnntessessessssaransens ,.. e eeereeererereanes
R~ A

@ 2
EXPIANAtON: ..ot P g B en e e s

--------------------------------------------------------------------------------- n%.. [ R T PP T Ty
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14. M/J 13/P12/Q1/e

Brakker is a public limited company which specialises in building large boats. Each boat
costs $4m to build and the company adds 30% to the total cost to calculate the selling price.
‘Last year profits fell — but this happens in a recession’ said the Finance Director, ‘Yes, | am
worried. |f we cannot get more orders we will have to make some of our skilled workers
redundant.’ All Brakker workers are members of a trade union.

(a) Do you think it is a good idea for Brakker to make some of its skilled workers redundant
during a recession? Justify your answer.

..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................

------------------------------------------------------------------------------------------------------------------------------------------

15. MiJ 13/P11/Q1/e
Kew Construction is a public limited company. It specialises in building large ho ,gach
house costs $30000 to build and the company adds 40% {o total cost to calcu selling
price. Last year sales fell by $90m and dividends were reduced. The H( Ap ources
Director is worried: ‘if sales do not improve, | will need to make some Wo# edundant.
How can | decide which workers to make redundant?’ ﬁ§§
(a) What do you think are the most important factors for the Hu urces Director to
consider when selecting which workers to make redun@a& jour answer.
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------------------------------------------------------------------------------------------------------------------------------------------

16. M/J 13/P11/Q4/d
Luxury Destinations owns three hotels in country X. The business spends a lot of money
on staff training. The Finance Director is pleased with the financial position of the business.
‘However, the appreciation of our country’s currency and the Government’s plan to increase
taxes might cause problems to our business in the future’ he said.

Table 1: Luxury Destinations financial information ($000s)

2011 2012
Gross profit 195 220
Net profit 30 60
Fixed assets 300 350
Current assets 60 50
Current liabilities

---------------------------------------------------------------------------------------------------

--------------------------------------------------------------------------

EXPIANALION: ..coecrrirrirerescrisirireiiessssisssiscsnisssisasisssinsssasessssstsssessassesanesessarsstssssast sasessnssnsssons
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------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

--------------------------------------------------------------------------------------------------------------------------------------

17. OIN 13/P12/Q1/d
Protec makes components for use in computers. The company is located in country Y where

workers’ wages are high, Table 1 gives data about Protec.

Table 1
Number of employees Average weekly wage Total output per
$ week [units)
500 2400

400

(a) Identify and explain three reasons why wages are higher in some countries than others.

R RASON 1. iiiiiiiieriensrsrnncrssmssstseseesssesstronasssasesonsesssessensssrassesrannassessasesssassssranasssntsisssasisssasasan
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18. O/N 12/P11/Q2/c

Gresham Texiiles manufactures high quality clothing. Production is labour intensive.

Managers are paid more than production line workers in the factory. The business is investing

in automated machinery. The management also wants to introduce lean production methods.

(a) Identify and explain two reasons why factory managers are paid more than production
line workers at Gresham Textiles.

Reason 1:

------------------------------------------------------------------------------------------------------------------------
------------------------------------------------------------------------------------------------------------------------------------------
---------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------
------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------

19. M/J 12/P12/Q2/e

Bray Electrics is a large manufacturing company. The company makes engine parts for
the car industry using batch production. The Managing Director is aiways looking for ways

to introduce new technology in the business. He believes ‘our workers like change'. He is
interested in using lean production methods.

(a) The Managing Director believes ‘our workers like change’. Do you think that all the

workers at Bray Electrics would like the introduction of new technology? Justify your
answer.

..........................................................................................................................................
..........................................................................................................................
..................................................................................................................
........................................................................................................

-----------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------

----------------------------------------------------------------------------------------------------------------------------------------
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20. M/J 12/P12/Q5/a,b

Sachs-Tech makes parts for the mobile phone industry. Sales have risen very quickly. The
company needs a new factory to meet demand. The management is not sure where to build
the factory. The company is currently Jooking to recruit three new production supervisors.
The Human Resources manager, Manuel, is busy writing a job description and person
specification for these supervisor roles.

(a) What is meant by a ‘job description’?

------------------------------------------------------------------------------------------------------------------------------------------
------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

..................................................................................................................................... [2)
(b) Identify two possible features of a person specification.

FEALUE 17 ovevererriaerssnersrrerarnsisssassesossarssssssssssessnssssasssssssssensassssaesssssssssnsstnesinatasisassssanssonsans

FRALUIE 2! civveriverrrressereesereesasosanssssrsssensessstessssssssnessnrassssesssversssnssassssssssassassesastsrsbasasastenssnss

..................................................................................................................................... {21

21. MM 12/P11/Q1/b,c

IRKAM is a company that produces high quality doors for hotels and offices. The company
currently uses job production. The Managing Director, Abdul, believes that quality control
is important. He is looking for ways to increase productivity. All workers receive on-the-job
training. Abdul is thinking of including off-the-job training as well.

(a) What is meant by ‘on-the-job training'?

------------------------------------------------------------------------------------

{b) Identify and explain one advantage and one disad
IRKAM.

AQVaNtAge:! ...ccvcrceninireenriinsniinnerrs s e GECher et

--------------------------------------------------------------------------------------------------------------------------------------
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Explanation: .............. OO YT RORUO cavesen
Disadvantage: ......ccocvvmeverecsncesccrnsnrresnsresninnens ST— O O e e OOt
Explanation: ........cceeeeveecenean. SN S reessseasnans N ——
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1. O/N 17/P12/Q4/b

(a) Knowledge [2 x 1] award 1 mark for each method identified 2
Possible methods are:
+ on-the-job,
»  off-the-job
» induction
2. M/J17/P11/Q2/d
(a) Knowledge [2 x 1] : award one mark for each relevant advantage /
disadVantage identified
Application [2 x 1] : award 1 mark if relevant reference made to this
business
Analysis [2 x 1] : award 1 mark for each relevant explanation
Points might include:
Advantages:
o Other workers not affected [k] so able to do more cleaning jobs
[2pp) to keep up with demand [an)
® Worker has access to skilled trainers [k] so know what needs to
do to provide a quality service [app] helping maintain reputation
[an} .
w Workers do not learn bad habits [k]
w Workers focus 100% on training [k]
Disadvantages:
« Expensive OR high cost [k] which increases costs for the
business [an] to train all 6 workers {app]
o Not necessarily tailored to individual company [k] so might not
cover the equipment Josh uses [app]
o Workers are training rather than cleaning [k + app}] and so less
output is produced fan]

3. OIN16/P11/Q1/c
(a) Knowledge [2x 1] - award 1 mark for each relevant way
Application [2x 1] — award 1 mark for each relevant explanation

: 4
®®
. i Q
Relevant points might include: -\O A&

e Job centre [K] as local shoemakers would look here for j @
« advertising in newspaper (k] as skilled it is labour [appd;

» specialist (trade magazines) [k] as looking for pe l@to h@make
@§
in

shoes [app]
o recruitment agency [k] so C&C can focus on
demand [app]
jobs website / own website /social media ]
internal newsletter [k]
Radio/television [k] @:
Word of mouth [k]

=g

ingdhe extra
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4. M/J 16/P12/Q1/b,e

(a) Knowledge [2 x 1] — award 1 mark per situation. Points might include; 2
e Introduction of automation/new technology
* Redesign work spaceflayout
+ Demand factors e.g. Fall in demand/fall in sales/change in tastes, at end of
product life cycle, recession/economic slump
Financial problems e.g. Lack of income, increase In costs, cash flow issues
Factory/shop closure
Relocation overseas
Business taken over
Change in law e.g. Increase in minimum wage
* QOver manning/unnecessary workers
(b) Knowledge [1] — award 1 mark for identification of relevant issue(s). 6
Application [1] — award 1 mark if relevant reference made to this business.
Analysis [2] — award up to 2 marks for relevant development of point(s).
Evaluation [2] — justified decision made as to whether Saltan should reduce the
number of working hours rather than reduce the number of jobs.
Relevant points might include:
Reduce jobs:

+ May be difficuit to recruit new workers in future [K] if not easy to find skilled
employees [app] reducing Saltan's competitiveness [an]

+ Redundancy [k] leading to increased costs [an] so less funds to develop new
models [app]
Loss of skills [k]
Less supervision needed/fewer workers to manage [k]

Reduce hours:

e Less hours would impact more employees [k] as more than 360 employees will
have to work part-time [app] reducing loyalty [an]

¢ Could be easier to change [k] especially if there is a reduction in competition
[app]

» Part-time employees can be more productive [k] than full-time employees [app]
so output is maintained [an)].

5. M/J 16/P11/Q2/b,e
(a) Application [2 x 1] — award 1 mark per way. ®)

Points might include: local newspaper, focal radio, local TV, word-of-mouth, e@ 2
farm gate, Job Centre/government agency, specialist magazine, social me ook,
recruitment agency, contacting previous employees. N

(b) Knowledge [1] — award 1 mark for identification of relevant issues. P3sii e;ﬁ/negative 6
points allowed. Qy Q

Application [1] — award 1 mark if relevant reference made to Bu% I's brsiness.

Analysis {2] — award up to 2 marks for relevant developmentfpoi

Evaluation {2] — justified decision made as to whether th

Bushall's employees. Either viewpoint acceptable. Red

» Safer conditions [k] as might require guards on farm
have accidents [an] ©

» Higher pay [K] as minimum wage increas 1$8.50 per hour [app] so better able to
satisfy basic needs [an)]

o Fewer jobs [k] so less than 10 full-time jobs [
[an]

* Less pay [k] as restriction on hours [app] might mean cannot work as long as want
[an].

gpp) therefore they become unemployed
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6. O/N 15/P12/Q3/c,d

(a)

(b)

7. O/N 15/P11/Q4/a,

8. M/J 15/P12/Q1/d, @

(a)

Knowledge [2 x 1] - award 1 mark for each relevant way [max 2] (4]
Application [2 x 1] — award 1 mark for each relevant explanation in context of this business

Relevant points might include:

¢ Helps employees to settle into their job quickly/familiarise workers with the
business/provide information about the business [k] so can cope with flow production
[app]

Aware of health and safety/legal issues [k] in the factory [app]

Know who io ask if there is a problem [k] preventing wastage of expensive parts [app]
Opportunity to communicate culture [k] so all car workers get same message [app]
Help keep productivity/efficiency high [k] so NCE remains competitive [app]

Application could include: (efficient) factory, cars, car parts, productivity, flow production,
competitive market.

Do not accept generic points such as increase output, less mistakes or more ideas as these
could relate to any type of training.

Knowledge [2 x 1] — award 1 mark for each relevant factor [max 2] [6]
Application [2 x 1] — award 1 mark for each explanation in context of this business
Analysis [2 x 1] — award 1 mark for each relevant explanation

Relevant points might include:

« Identify which jobs are not essential [k] as market might recover the 20% lost [app] so
would not want to spend money recruiting them again [an]

« Performance/output/experience/skills/flexibility [k] making cars [app] so will want to get
rid of people who make mistakes [an]

» Wages/salary [k]

e Length of service/cost of redundancy (k] if worked at factory for a short time [app] might
be cheaper to let go [an]

« Aftitude/attendance/disciplinary record [k] in order to maintain productivity [app] will want
to lose poor/bad workers [an]

o Age/physical ability [k]

Application could include: 20% fall in market size, factories, cars, (high) productivity/efficient,

400 (workers).

{2]

Clear understanding [2] e.g. The worker is no longer required through no faglite HBIF own 2]
Some understanding [1] e.g. means that his job role has gone [1]

Note: If the answer includes dismissed, fired or sacked plus any rele ik maximum 1
mark

@

Knowledge {2 x 1] — award 1 mark for identification of e:&@vvantage [max 2] [6}
Application [2 x 1] — award 1 mark if relevant reference 3
Analysis [2 x 1] — award 1 mark for each relevant e
Relevant points might include: /?}
+ Work quicker / more efficient / more produc »e?[k] ef’lower average costs [an]
e More output [k] so able to meet any incr: in gstomer demand [an] for waiches [app]
»  Higher quality / fewer mistakes [k] so less wagted materials [app] so can buy less

inventory [an]
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Brand image / good reputation [k] as it's a luxury product [app] so people trust / buy [an)
Less training needed [k] so saves cost [an]

Less supervision needed [k] so managers have time to do other jobs [an]

More flexible workforce [k] as able to switch between different stages of production [app]

Application marks may be awarded for appropriate use of the following: luxury product,
watches, quality assurance, handmade, production process, materials / parts

9. M/J 15/P11/Q2/a,c
{a) Knowledge [2 x 1] award one mark per stage identified

Points might include: Job analysis, job description, person specification, advertising,
shortlisting, interview, selection.

Note: Answer must be from the business viewpoint not the applicant.

(b} Knowledge [2] award up to 2 marks for identification of points/knowledge of unemployment
Application {2] award up to 2 marks for relevant explanation in context of All Active [4]

Relevant points might include:
» customers have more income [k] so can spend money on luxuries such as leisure
activities [app]
problem recruiting workers {k] as need more for each club [app]
higher wages may be needed [k] for the new staff [app]
more people in work [k] less time to spend at sports club [app]

Application could include: Leisure/sports clubs, new workers/expansion/more clubs, gym
membership, fitness is an elastic product

10. O/N 14/P11/Qd/b,e

(a) Application [2 x 1] award 1 mark per reason. I2]
Reasons might include:

¢ Legislation incurs costs / they don't have to spend money

» Management doesn't care about employee welfare
¢ Laws not enforced

» Cheaper to pay fines

* To increase production

»  Workers can be easily replaced

Some countries do not have laws for health and safety.

(b} Knowledge [2 x 1] award 1 mark for each relevant issue identified.
Application [1] — award 1 mark if relevant reference made to this type of busingSs’ é@ [6]
Analysis [1] - award 1 mark for relevant development of point(s). < £

igroduce laws

Evaluation [2] - justified decision made as to whether the Government s
TN
Points to include: ﬁ (Oq@g}

to protect employees’ interests.
» Laws are needed to ensure safety [k] which the company d@s nglycliow employee
protection [app] so there is no guarantee that Genel wopldZabi y the laws [eval]
» Discourage businesses from setting up in a country ta it would increase
o

costs {an]
viewpoint of either the employee,

» Higher business costs [k] could see workers Ios@@eir
+ Could help retain workers leading to lower regristm
Note - the candidate may address the questiorb
business or the Government.

Developed answer:
Laws are needed to ensure safety [k] and a fair wage for workers[k] which this company

does not follow[app] because it increases their costs[an] therefore introducing laws may have
no effect [ev] unless they are monitored [ev].




Business Studies O-Level P-1 Workbook 128 2.3: Answer Section

Read & Write Publications

11. M/J 14/P12/Q2/e

(a)

(6]

Knowledge [2] — award up to 2 marks for identification of relevant issue(s).
Application [1] — award 1 mark if relevant reference made to LEK's business.
Analysis [1] — award 1 mark for relevant development of point(s).

Evaluation [2] — justified decision made as to whether the takeover would benefit LEK. Either
viewpoint is acceptable.

Relevant points might include:

e Possible economies of scale (accept only once) e.g. buy in bulk [k] will help reduce unit
costs [an] so might be able to reduce prices to become more competitive [app]

e Gain brand name of rival {k] may widen range which could help them be competitive
[2pp]

» Increased market share [k] as could offer wider coverage of shops [an] across the 4
regions {app]
Reduce competition [k]
Management issues e.g. communication problems between businesses [k] as current
structure of regional managers might need to change [app]

¢ No guarantee that benefits will happen [k] as their 40 shops might be in the same fowns
as LEK's [app]

12. MM 14/P11/Q2/c,d

(a)

(b)

Knowledge [2 x 1] — award 1 mark for each relevant reason [4]
Analysis [2 x 1] — award 1 mark for each reievant explanation

Points might include:

e |t's a legal requirement [k] so failure to use them could lead to fines / legal action [an)]

+ Avoids misunderstanding if there is a dispute [k] business can check what workers are
expected to do [an]

+ Employers and employees know the terms and conditions of the employment [k].

Note: Details of content within a contract can be awarded only once as knowledge (e.g.
wages/hours/holidays).

manufacturing business.

Knowledge [2 x 1] — award 1 mark for each stage identified
Application [2 x 1] — award 1 mark if relevant reference made to Key people
Analysis [2 x 1] — award 1 mark for each relevant explanation
For each reason maximum 3 marks [1k + 1app + 1an].
Stages are: job analysis; job description; person (job) specification; adve i
shortlisting; interviewing, induction (training).

Possible examples include: 'i,\@

¢ Job description [k] will outline the tasks and responsibilities of @o@

« Person specification [k] wili list the qualities and experienc ior manager [app]
to attract the right people [an]

» Right place to advertise [k] specialist magazines/new: er -e 5 to reach a wide range
of people {an]. INCa

Note: Do not accept training alone — too vague.

[6]

T T T e B b e
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13. M/J 14/P11/Q5/d
(a) Knowledge [2x 1] — award 1 mark for each relevant method identified [6]

Application [2 x 1] —award 1 mark if relevant reference made to Callow’s business

Analysis [2 x 1] — award 1 mark for each relevant explanation

For each reason maximum 3 marks [1k + 1app + 1an].

Methods might include:

» Bonuses / commission [k] for sales assistants [app] as this would encourage them to sell
more to earn extra money [an]

» Fringe benefitsk] e.g. the regional directors / managers could receive a company
car[app] they will feel important / position recognised [an)
Payment methods e.g. increase wage rate or salary (only allow once)
Job rotation [k] sales assistants could move to different departments [app] so they are
not bored [an]

s  Training/CPD[K].

14. M/J 13/P12/Q1/e
(a) Knowledge [2] - identification of issues [6]
Application/analysis [2] — award up to 2 marks for each relevant explanation/development
of point in context
Evaluation [2] — decision made as to whether good idea for Brakker to make some of its
skilled workers redundant in a recession,

Points might include:

o loss of expertise [k]

cost of redundancy [k] which will increase costs in the short term [an]

cost of retraining/hiring new staff when recession over [k}

might not be able to hire suitable workers after recession [k]

reducing labour might be only option as have to cut costs [k] as it is in a recession [app]
— might have to make difficult decision otherwise whole business might have to close
[eval]

« effect on other workers’ motivation [k] which might lead to lower productivity [an]
threat of trade union's action which could harm the business [k]

s better workers might look elsewhere as concerned about job security [k] so Brakker
might end up not having enough skilled workers [an]

« could depend whether the problems the business is facing are short term @b long term

.

issues [k]
Developed example:
Brakker may need to cut costs [k] in order to survive [an]. Making somea 6
may make some existing workers feel insecure [k] resulting in a fall cgatisfaction [an].
So the firm's output could fall, and they might not be able to responaﬁo a‘sudden increase in

demand [evai]. However if workers are not made redundant, th pight face serious cash
flow problems [k] and its future may be at risk. Overall they S@J d mal

in order to better survive the recession. [eval] & &
=&
15. M/J 13/P11/Q1/e % o,’“
(a) Knowledge [2 x 1] — identification of factor(s) 36 [6]
Analysis/application [2] — explain why the fact i be considered

Evaluation [2] — justified decision made as ichsgre the most important factors
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Factors could include:

what is the job

level of experience

workers' capabilities and skills
disciplinary record

length of service

cost/salary

amount of redundancy payments required
productivity of workers

Look at what jobs are not needed anymore [k] and could be replaced by more efficient
machinery [an]. They need to see which workers are most productive [k] so that jobs can be
reduced without lowering productivity {an]. The main thing therefore has to be the overall cost
[ev] as they do not want to lose the most profitable workers [ev].

16. M/J 13/P11/Q4/d
(a} Knowledge [3 x 1] — identification of benefit [1 mark per benefit] [6]
Application/analysis [3 x 1] — explanation to show how it might help LD
Points might include:
» Dbetter skills [k] — so more efficient workers

» workers know what they are doing [K] so likely to make fewer mistakes [an]
« more flexible [k] so business able to cover absence of other workers [an]
+ able to offer better customer service [k] — so attract more customers [an)
e workers feel more valued [k] so improve the customer service offered [an]
. i[mp]roved public image of the company [k] so likely to attract more workers/customers
an -
17. OIN 13/P12/Q1/d

(a) Knowledge [3 x 1] — award 1 mark per relevant reason [6]
Analysis [3 x 1] - award 1 mark for each relevant explanation (i.e. why this would cause
wages to be higher)

Reasons might include

» Demand for labour [k] if high demand, businesses would be forced to offer high wages to
attract/retain employees [an]

« Level of unemployment [k] if high unemployment, workers are prepared to accept lower
rates of pay [an]

« Government labour policies [k] a higher minimum wage will increase wages ral [an)
« Strength of trade unions [k} as they wili bargain for better wages for its an]
+ Stage of economic development of the country [k] a developed cou igikely to offer

7

higher rates of pay to workers [an] %\@" o8
» Level of skillsftraining required/education [k] as skilled workersyyy m?@e if wage levels
are not maintained [an] Q ®@

+ High tax rates k] so wages set higher to compensate [an @
18. O/N 12/P11/Q2/c
{(a) Knowledge [2 x 1] — award 1 mark per reason %}J

Application/analysis [2 x 1] — explanation mark for s
differential 0
Factors to include: @ 0)56

« State of labour market @3 S
o Skills greater S

* Shortage of manager [scarcity value]

» Ready supply of production line workers

[4]

ow the factor explains the wage

ing
(2
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Greater responsibility

Age and experience might differ
Value to the company differs
More demanding/important job

19. M/J 12/P12/Q2/e
(a) Knowledge [2]: identifies relevant issues. (6]
Analysis [2]: explanation to show how it might affect emplovees.
Evaluation [2]: reasoned judgement made as to whether alf workers will like introduction of
new technology.
For two evaluation marks, the answer must be clearly in the context of a manufacturer.
Issues might include:
need for re-training [k] which could create promotion opportunities [an]
impact on motivation (either positive or negative) [k]
fear of change [k)
fear of redundancy as machines replace jobs [k] could decrease motivation [an]
deskilling [k]
implications for pay e.g. lower wages [k] so lower living standards [an]
opportunities to learn new skills [k}
chances for self improvement or promotion [k]
safer conditions as up to date technology [k] so iess risk of injury fan).

Do not accept points such as ‘more efficient’ unless clearly link benefit to employees.

Context could include: large company, engine parts, batch production, always looking for
ways to introduce new technology, manufacturer.

20. M/J 12/P12/Q5/a,b

(a) Clear understanding [2] outlines the responsibilities and duties [1] expected to be done by
someone employed to do a specific job [+1]. [2]
Some understanding [1] e.g. what have to do for a job.,
Some understanding plus example can gain 2 marks.

{b) Knowledge {2 x 1]: one mark per feature. [2]
Features include:
» knowledge of various elements such as qualifications, experience, skills, personal

qualities 2, S
R @ 4
e practical examples such as able to manage people X QO
* age and/or gender (allow only 1 mark). N A
Allow any reasonable feature. \5@ 4§?
Do not accept examples which clearly relate to details of a C@ -g@%ere went to schoal,
previous employer @
21. MIJ 12/P11/Q1/b,c @@9

(a) Clear understanding [2] e.g. Training which involv% tc
doing the job in the work place.

Some understanding [1] e.g. get training whilst stilPw
another worker, @

a more experienced worlfze]r

ng/at the work placefiearning from
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(b) Knowledge [2 x 1]: award 1 mark for the advantage and 1 mark for the disadvantage.

Application/analysis [2 x 1]: award 1 mark for each development of a relevant point.

Advantages include:

« experienced worker's production is not affected as training happens away from work
place

» learner has access to trainers who are skilled in the task

« workers will not learn bad habits of on-the-job trainer

« quality of product maintained as all work compieted by experienced workers

« less impact on output as current workers do not have to spend time training new people.

Disadvantages include:

« more expensive than on the job which increases costs for the business, For example
transport costs/paid trainer

« loss of first hand experience/not necessarily tailored to individual company

e no output produced by learner whilst training taking place.

Do not accept points that apply to both methods of training.
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2.4: Internal and External Communication

1. O/N 17/P12/Q4/b,

VIS provides a range of insurance services including insurance for cars and electrical products,
Last year retained profit decreased. The Managing Director blames higher taxation and also thinks
that some markets have become more competitive, Customer complaints have also increased.
The Managing Director plans to change the business organisational structure by removing both
the regional directors and regionat managers. She said: ‘Shorter chains of command may help. |
know some employees may need training.! She cannot decide on a suitable method of
communication to inform employees about the changes to the organisational structure.

(a) Recommend the best method of communication VIS should use to inform employees about
the changes to its organisational structure, Justify your answer,

...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................

-------------------------------------------------------------------------------------------------------------------------------------------

......................................................................................................................................... [6]
2. M/J 17/P11/Q2/c
Josh owns an office cleaning business. He has a number of large and small busi omers
Josh employs 6 full-time cleaners who are all given off-the-job training. Josh hat using

the latest cleaning equipment increases added value. He said: ‘Custom
service. | am always sending text (SMS) messages to workers about a OQ?

been looking at his balance sheet. He cannot decide if a bank loan is { %e@m urce of finance to
use for new equipment. The new equipment will cost $60000. @ 5

5
Table 1: Extract from Josh’s balance sheet as at@@fg& 2017 ($000)

r

ork.’ Josh has

.Y
Current assets - @
0,
Trade receivables 30 2

[«
Cash X @@ y
o

Current liabilities

Net current assets 70
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(a) Identify and explain one advantage and one disadvantage to cleaning business of using text
(SMS) messages as a method of internal communication.

X (Y 101 o - H OO PP S R R SRS SRR T

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

3. O/N 16/P12/Qd/c,d
Moeen and Ali plan to start up a small luxury hote} in the centre of a city in country R. They have
a budget of $30 000 to pay for all costs. After researching different types of business organisation,
as shown in Table 2, Moeen thinks the hotel should be a private limited company. if the business
is to be successful, Ali knows choosing the right location will be important. He cannot decide whether
to recruit full-time or part-time employees.

Table 2: Private sector business organisations in country R (millions)

Sole trader 3.0
Partnership 0.5
Private limited company 1.2
Other types of business organisation 0.3

(a) Identify and explain two advantages to Moeen and Ali of forming a private limited company.
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{b} Identify and explain two factors that might influence Ali's choice of location for the business,

.............................................................................................................................
...........................................................................................................................................
........................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
.............................................................................................................................
...........................................................................................................................................
........................................................................................................................
...........................................................................................................................................

-------------------------------------------------------------------------------------------------------------------------------------------

4. O/N 16/P11/Q4/c,

DCP makes a range of high quality industrial paints. It sells direct to 6 large business customers
which are located in different countries. DCP charges a price of $0.35 per litre. It operates in a
competitive market, The Operations manager has been looking at DCP's costs as shown in Table 2,
He wants to increase profit but he does not want to buy cheaper materials.
Table 2: Output and cost information for DCP per week

Output (litres) 1500000

Total fixed costs ($) 350000

Total material costs ($)

Total labour costs (§)

(a) Identify and explain two ways in which paint manufacturer might communicate
its customers.

------------------------------------------------------------------------------------------------------

----------------------------------------------------------------------------

-------------------------------------------------------------------------------------

“Explanation:

-----------------------------------------------------------
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5. M/J 15/P12/Q2/c,

Alkin is a muitinational company. It manufactures breakfast food products including many leading
brands of cereal. Alkin plans to start selling in country Z, which is a fast-growing market. Alkin
plans to form a joint venture with a local business, based in country Z. ‘Effective communication
will be important to our success but | think there are many advantages in expanding this way’ said

Alkin’s Managing Director. The Government of country Z is worried about the effect of multinational
companies like Alkin on consumers.

(a) Identify and explain two reasons why effective communication might be important for Alkin.

FREASOM 1% vevereemesesossoesssmssesasssssesessssssstststontassossaarssssasestisasssasssasssssosss tatsssesstsstesasasscanisstsasasesensnss

---------------------------------------------------------------------------------------------------------------------------------------------------
---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

6. O/N 14/P12/Qdlc,

Grenada makes meat products such as pies, burgers and ready-made meals. It employs 10000
workers. It operates in many countries, each with different laws and traditions. Its organisation
structure is tall and hierarchical. Spans of control are narrow and there is little delegation. Some

middle managers complain that they are not allowed to make important decisions. The directors
want to improve communication with employees.

Figure 2: Organisational structure of Grenada
Board of directors
Senior management

Middie management

f \Lower management i
N
O
/ \ ther employees ﬁ@

(a) Identify and exptain two appropriate ways that the $’S of) Grenada can use to

communicate with employees.

--------------------------------------------------------------

---------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------
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----------------------------------------------------------------------
---------------------------------------------------------------------------------
------------------------------------------------------------

---------------------------------------------------------------------------------

7. O/N 14/P11/Q5/¢,

------------------------------------------------------------------

------------------------------------------------------------------

------------------------------------------------------------------

--------------------------------------------------------------

Zalpha is a multinational company. It manufactures agricultural machinery and employs a large
number of people. Figure 1 shows a simplified organisation chart for the business. The business
decision making is centralised and some employees complain of poor communications within the

company: Figure 1

Board of Directors

Managing Director
Asia Division

|
I |

Factory A manager

I
! I

j

Managing Director
Europe Division

I i

Managing Director
Africa Division

Factory B manager

-----------------------------------------------------------------

-----------------------------------------------------------------

Quality Warehouse Stock control
manager manager manager
(a) Identify and explain two possible reasons why Zalpha has poor internal communications.
REESON 1! ittt s nsasanes
EXPIANALION: ..ottt st snesa e stesesene sesassesnenssresesesene s meen
Reason 2:

----------------------------------------------------------------------------------------

---------------------------------------------------------------------------------

8. M/J 14/P12/Q1/d,
LEK owns 80 electrical shops. It sells products

Marketing Director believes offering customers a X o =
LEK must use suitable ways to communicate with it

il (mobiie) phones and televisions. The
Yof products helps LEK to be competitive.
customers, LEK's directors are planning a

takeover of a competitor. This competitor owns 40 shops and operates in the same 4 regions as

LEK.
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Fig. 1: LEK organisational chart

tManaging Director

|
| | I |
HR Finance Director Operations Director Marketing Director
Director
I
[ I I I
Region 1 Region 2 Region 3 Region 4
Manager Manager Manager Manager
I | I I
Shop Managers Shap Managers Shop Managers Shop Managers
x20 %20 x20 %20

(a) ldentify and explain two suitable methods of communication that retailer of mobiles
and television could use to communicate with its customers.

Method 1: .o trreeesnneeeesnnnneresenares rerteseuseestense e ansesnresanare wemrrenanreane
Explanation: ............. vereeesarassrennnns rebeseienearersannaserananee reteeeeesereesnraerananane eribesereerersta s sssenarasesne
Method 2: ........ rrveeensaneerenareenan ceusressessansseranas eraereerraesesnnnnesesnraes trerseresesssesesssareansssernrasssanes
Explanation: .............. crsssareee e vereeanaestires s aesneeene rbesesni e ns s SRR, crrenreneenas

-----------------------

9. O/N 13P12/Q5/¢c &
K & P is a large group of shops selling televisions. The direct 8P use an autocratic

iands only one-way. Many

workforce is low as workers feel they are unimportant.

(a) Identify and explain two disadvantages of
management team. @D
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------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

10. M/J 13/P12/Q3/a,b
Emir is the Production manager at a large food production factory. He wants to lower
average cost to help the business remain competitive. All workers are paid using time rate.
Emir believes that good internal communication is important. The company has decided to
stop importing raw materials as this causes a lot of problems. Emir must choose a suitable
method of communication to tell the overseas suppliers of his decision.

(a) What is meant by ‘internal communication'?

------------------------------------------------------------------------------------------------------------------------------------------
------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

...................................................................................................................................... [2]

(b) identify two suitable methods of communication food production business could use to
tell the overseas suppliers of his decision to stop importing raw materials.

MBINOT 11 oottt ees s s st e eme s e sess s eme bt s

MBINOA 21 oot b s resastsesereese s e e f2]
11. M 12/P12/Qé4/d

)
et
Cole Brokers is a medium sized company. The company provides a rang nce
products to customers around the world. It operates in a highly competitiv, . Many

insurance businesses are now using the Internet as a way to sell t cts. The
management of Cole Brokers has been looking at its current organisa a@%‘fhcture. They
think the span of control and chain of command need to be changec@ ©

(@) Identify and explain three reasons why effective commu fon.a¥thin a business is

important to the management, _\e,

------------------------------------------------------------------------------------------------------------------------------------------



Business Studies O-Level P-1 Workbook 140

2.4: Internal & externat communication
Read & Write Publications

REasS0oN 2: ....cceeererrerrecirecsiitisssssssnsnsenens vesreseseensnereraranas restreseesirasnaessssssnanaans tvrmraneeeesaaeaen
T
N —
T

................................ cereres sttt s s sttt naeeb s b st asssteRs s e snssssssssssssasnesassanes [6]
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Answers Section

1. O/N 17/P12/Q4/b,
(a) Knowledge [2 x 1] award 1 mark for each method identified 2

Possible methods are:
* on-the-job,

+  off-the-job

* induction

2, MIJ 17/P11/Q2/c
(a) Knowledge [2x1] : award 1 mark for each advantage / disadvantage 4

identified

Application [2x1] : award 1 mark for each explanation in context
Points might include:

Advantage:

« Quick to send [k] which helps as always busy [app]

® Can send at any time [k] so can finish cleaning before having to
respond [app]

« Can be sent simultaneously [k] to all 6 employees {app]

© Can be read when receiver has time (k]

@  Able to refer back to it later [k] so can check details of the
cleaning job [app]

Disadvantage:

*  Only contain limited information OR might not understand [k] so
cleaners may not have all details [app]

*  Might not receive the message OR no power on the phone OR
may not have a signal [k] leading to poor service [app]

3. O/N 16/P12/Q4/c,d
(@) Knowledge [2 x 1] - award 1 mark for each relevant advantage

Relevant points might include:

(b)

Application [2 x 1] — award 1 mark for each explanation in context

Access to more capital [k) which could help increase their budget/so can afforg:
luxury image [r::pp]p

Benefit from limited liability [k] if new business fails [app] NG -
Continuity of existence [k] if anything happens to one of them will nat Bavy @g@% ose hotel [app]
Separate legal identity [k] y ®

Control over who buys shares [k] @ ©

Knowledge [2 x 1] — award 1 mark for each relevant fac&a@é?’7
atiop

Application [2 x 1] — award 1 mark If relevant reference adhis business
Analysis [2 x 1] — award 1 mark for each relevant ex §
Relevant points might include:

« Competition [k] from other hotels [app] so mi

* Cost of land [k] as has to be city centre
* Availability of suitable land [k] as need a | rggss
OR available space for parking [k] for guests [app)

gain as many customers [an)
ight'is likely to be more expensive [an]
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Close to customers/level of demand [k]

Infrastructure, e.g. water, electricity, internet OR fransport links [k]

so employees/customers can get there without any difficulty [an)
Image/environment [k] the wrong site might not suggest luxury [app]

making it difficutt to attract customers [an]

Government regulations [k} could stop them from opening in some locations [an]

Access to suitable employees [k] as need fullfpart-time [app]
to provide customers the right level of service [an]
Close to suppliers k

4. O/N 16/P11/Qd/c,

(a) Knowledge [2x 1] — award 1 mark for each relevant reason 4
Application [2x 1] — award 1 mark for each relevant explanation
Relevant points might include:

« Email/website /social networks [K] as customers are in different
countries [app]
Meetings [k] as only have 6 customers [app]

e Phone/text [K] as able to quickly check information about paint
orders [app]
Letter [K]

o faxes (k]

5. M/J 15/P12/Q2/c,
(a) Knowledge [2 x 1] - award 1 mark for each relevant reason [4]
Application [2 x 1] — award 1 mark for each relevant explanation in context of this business
Relevant points might include:

(app} S
Note: Points can relate to either existing business or planned jo{tgj}u égy
'@@siness

Avoid diseconomies of scale [k] as communication can be difficult in a muitinational [app]
Everyone understands objectives [k] so no confiict in joint venture [app]

avoid language issues / misunderstandings [K] particularly when start selling in country Z
[app]

Different cultures / management styles [k] so able to work with the local business [app]
Better / faster decision making [k] so able to quickly react to changing tastes / flavours
[app]

Able to exchange ideas [K]

Better relations with suppliers [K]

Inform customers about its producis [k] so that customers are interes

Do not accept ‘improves motivation’ unless explains the impactg) A

Application marks may be awarded for appropriate use of th%@b HG
Z or countries, multinational com n ,ybreakfast cereals &r& N2

6. OIN 14/P12/Qdlc, @7,15)
(a) Knowledge [2 x 1] - award 1 mark for each way :@ ed®$
Analysis [2 x 1] — award 1 mark for each releva plagpati
Points might include:

[4]

lapation

Letter [k] can contain a lot of information'fa
Meeting [k] allows opportunity for discussiofv/ feedback [an]

Video conferencing [k] so less need to travel between different countries [an]
Phone / mobile [k] as can contact person straightaway [an}
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¢ Email / text [k] as able to send same message to everyone at same time [an]
e Noticeboard [k].

Do not accept visual / written which are categories and not specific ways.

7. O/N 14/P11/Q5/c,

(a)

Knowledge [2 x 1] — award 1 mark for each relevant reason. [4]

Application [2 x 1] — award 1 mark for each relevant explanation in context (show why they

might create poor communication for Zalpha).

Reasons might include:

+  Tall hierarchy / long chain of command/ distance from top to bottom of organisation [k]
as there are at least 4 levels [app]

» Choosing the wrong method of communication [k] for a business is split across 3
continents [app] / for such a large number of people [app]

 Barriers to effective communication exist e.g. language issues [k] for different
countries / multinational [app].

8. M/J 14/P12/Q1/d,

(a) Knowledge [2 x 1] - award 1 mark for each relevant method identified. [6]

Application [2 x 1] —award 1 mark if relevant reference made to LEK.

Analysis [2 x 1] — award 1 mark for each relevant explanation (e.g. how the method works or

advantage of using this method).

For each reason: maximum 3 marks [1k + 1ap + 1an].

Methods could include:

» Emails/mailshots [k} could be targeted at individual customers [an] who are interested in
different electrical products [app] _

» Social media e.g. on facebook or twitter [k] as many people use it these days to find out
about the tatest offers [an] phones [app]

» Telephone [k] as two way communication would allow LEK to exptain specific product
details to customers who could ask questions [an]

» Website [k] would allow customers to access instant news about appliances [app]
without having to spend a lot of money on advertising {an)

« Press releases [k] can be used to inform existing customers in the different regions [app]
so business is able to control the information that is given out [an)

 Newsletters [k] to inform customers about the latest technology or appliances [app] to
keep them up to date with what is available {an)]

» Text messages (k] which can be sent directly to customers, phones [app]

» Market research methods [accept only once] e.g. consumer panels [K] ndAGlt what
existing customers think about its products [an] and whether it should ré@ types of
phones [app] g
Methods of communication can only be accepted if aimed direcﬂié eéﬁng customers.
Do not accept advertising (e.g. posters, leaflets) as this is toggen
Do not accept internet, verbal/face to face or written as toc@ag(;@

9. O/N 13/P12/Q5/c § b
(a) Knowledge [2 x 1] — award 1 mark per disadvantage {{&‘Q [4]
Analysis [2 x 1] - award 1 mark for each relevat%pl gtion l.e. show why it represents

a disadvantage

Disadvantages include: &

» No feedback (k] so unsure whether messa@e een understood/received [an]
* No generation of ideas internally within busi [k] as employees are not encouraged to
give any [an)

» Gap between management and employees becomes greater (k] and this can produce
tension and mistrust [an]
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10. M/J 13/P12/Q3/a,b
(a) Good knowledge [2] ~ messages between people [1] working in the same organisation {1]
Some knowledge [1] — e.g. communication inside a business [2]
(b} Application [2] — 1 mark per method
Methods include: emailfletter/telephone/meeting/video conference
Accept any reasonable answer.

Do not accept ‘verbal or written' as these are cate gories rather than s peciﬁc methods.  [2]

11. M/J 12/P12/Q4/d
{a) Knowledge [3 x 1]: award 1 mark per relevant reason.
Analysis [3 x 1]: award 1 mark per relevant explanation (i.e. explain why it is important to
management). {6}
Reasons might include:
« improves efficiency [k]
» as workers as feel involved in the business decisions [k] so more productive [an]
» ensures the right orders are passed to the right people [k] so orders are completed
properly or on time [an]
avoids confusion or misunderstanding [k] so less mistakes {an]
avoids duplication of work [k] which can waste time and resources
less mistakes as know what to do [k] so prevents faults [an].

Note: reasons must clearly relate to management/business not employees or customers.
Do not allow ‘workers motivated' unless linked to idea of effective communication.
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3.1: Marketing, Competition and the Customer

1.

\
2. OIN 17/P12/Q4/a é&

O/N 17/P12/Q1/d

FiyAway is an airline business. It is in the tertiary sector. It offers low-price flights for business
customers in country J. Customers have to pay extra for luggage and food on the flight. itis a very
competitive market. The Marketing manager knows that improving customer service is important.
Bookings and advertising are done through FlyAway’s ticket shops and its website. The Marketing
manager cannot decide whether to close its ticket shops and use only e-commerce.

Table 1: Selected information about two of FlyAway's routes

Route Average number of | Average price per ticket | Break-even number of
passengers per flight (%) passengers per flight

1 85 80 70

2 110 60 90

(a) Identify and explain two ways in which FlyAway could improve customer service.

-------------------------------------------------------------------------------------------------------------------------------------------
-------------------------------------------------------------------------------------------------------------------------------------------
-------------------------------------------------------------------------------------------------------------------------------------------
-------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------

-----------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------

Last year retained profit decreased. The Managing Di aetor plames higher taxation and also thinks
that some markets have become more competitj
The Managing Director plans to change the busiigss.#rganisational structure by removing both
the regional directors and regional managers. She said: ‘Shorter chains of command may help. |
know some employees may need training.' She cannot decide on a suitable method of
communication to inform employees about the changes to the organisational structure.

VIS provides a range of insurance services including i s)%ﬁr\an or cars and electrical products.
@Eé%

mer complaints have also increased.
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(a) Identify two reasons why markets can become more competitive.

-------------------------------------------------------------------------------------------------------------------------------------------

3. MUJ17/IP12/Q3/b

Five years ago Manisha started making cakes for celebrations, such as weddings and birthdays,
from her home. Now she has a small shop and 3 employees. Product quality is important to her
business. Manisha said: ‘| have benefited from the economic boom but | did not expect demand to
increase by 500% each year. Somehow | have managed to cope with higher interest rates and all
the challenges of being a sole trader. The business is profitable at last but | have to work every
day.’ A friend has offered to become Manisha’s business partner.

(a) Identify two factors which might affect demand for products.

[ 1 M VMRS

-------------------------------------------------------------------------------------------------------------------------------------------

4. M 17/P11/Q3/d

Wilde Soup Stop (WSS) makes a range of soups and hot drinks. It owns 30 shops and has sold
its franchise to 10 other shops in country Z. The Marketing Director said: ‘Results from our focus
group show that being an ethical business is important’. WSS plans to extend its product range to
include curries and cakes. WSS will need to change its brand image. The Marketing Director cannot
decide whether to use sponsorship or newspaper advertising as the main method of promotion.

N/

Sou Stop 1]

| %@&@ o
Fig.1: Existing logo fordyS :

e
QY
y"’
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(a) Identify and explain one advantage and one disadvantage to soups and hot drink of changing

its brand image.

AVANTAGE: ....eoivecirrvsrrcrerineniristsnisinistsitesesserassseseessassmsesnssssrerasessessasssasensesasanssesssanssnnens

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

5. M/J 16/P12/Q2/c

F&G is a leading fashion retailer. It has 20 shops in country C. The business uses market
segmentation, {ts target market is men aged between 25 and 40 years old. The Marketing Director
has been looking at the marketing data shown in Table 1. She is worried that the amount the
business spends on marketing is not cost effective. She would like to close down all F&G shops

and just use e-commerce.

Table 1
Year Total value of the men's F&G’s market share F&G's marketing budget
clothing market @
©
2015 $500m 15% ﬁj@%@
2016 $700m 12% s

(a) Identify and explain two benefits of market segmentation to bus@a\%.o) ®

®

D@

BENEML 11 ..oeeeeeeeeriecictieeseessrererereeserssss st aesenamsnesvesesesnnnnne




Business Studies O-Leve! P-1 Workbook 148 3.1; Marketing, compelition & the customer
Read & Write Publications

T 1= 11 A

-------------------------------------------------------------------------------------------------------------------------------------------

6. M/IJ 16/P11/Qt/a,b

EDGE makes mobile (cell) phones. It operates in a competitive market. The Marketing manager
believes that because EDGE is good at maintaining customer loyalty demand for its phones is price
inelastic. Its best selling product, Z, is near the end of its product life cycle. The Marketing manager
has to decide whether to spend money on developing new products or use extension strategies

for product Z,

Total quantity sold: 800000

Fig. 1: EDGE — quantity sold by product type in 2015

(a) What is meant by ‘customer loyalty'?
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7. OIN 15/P12/Q3/e

NCE manufactures cars in 4 factories using flow production. NCE's Human Resources Director
thinks good induction training helps achieve high productivity. Factory X is its most efficient factory.
Last year the size of the new car market fell by 20%. NCE now has to make 400 workers redundant

at one of its other factories. ‘| am pleased NCE is a large business’, said the HR Director, ‘| think a
small business cannot survive in this competitive market.

Table 2: NCE operations data for 2014

Number of cars made Number of employees
168000 2800

(a) The HR Director thinks that ‘a small business cannot survive in this competitive market'.
Do you agree with this view? Justify your answer.

---------------------------------------------------------------------------------------------------------------------------------------------------
...................................................................................................................................................

---------------------------------------------------------------------------------------------------------------------------------------------------

...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
.............................................................................................................................
.....................................................................................................................

---------------------------------------------------------------------------------------------------------

8. O/N 15/P11/Q3/a,b

Grimshaw manufactures mobile (cell) phones for the m@ m t. Last year its market share
increased by 3%. The Managing Director is planning to get u ew factory in country T to supply

the mobile phone market in that country for the firsté@ 5 shaw plans to sell a new model of

mobile phone. The Managing Director has aske magiet research to be done. He said: ‘As a

multinational, we can set up a new factory anywhere;$*want to know whether the Government of
country T will offer us any help to build cur factory there.
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(a) What is meant by ‘mass market'?

---------------------------------------------------------------------------------------------------------------------------------------------------
---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------
---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

9. M/J 15/P12/Q2/b

Alkin is a multinational company. It manufactures breakfast food products including many leading
brands of cereal. Alkin plans to start selling in country Z, which is a fast-growing market. Alkin
plans to form a joint venture with a local business, based in country Z. ‘Effective communication
will be important to our success but | think there are many advantages in expanding this way’ said
Alkin's Managing Director. The Government of country Z is worried about the effect of multinational
companies like Alkin on consumers.

(a) What is meant by a ‘brand'?

---------------------------------------------------------------------------------------------------------------------------------------------------
---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

10. M/J 15/P12/Q3/a,b

Mabel wants to set up her own hairdressing business. She will nee buiii>good customer
relationships. She has done some secondary market research to fi pRssible demand and
what methods of promotion to use. She has decided to buy her inven (sBtk) from a wholesaler.
Mabel is now looking for the right location for her business. %\h&@k AHat location will be more

o
,

important than price charged 1o the success of her business.
(a) ldentify two ways that a business could build good cn{%)o er 1ol
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(b) What is meant by ‘secondary market research’?

---------------------------------------------------------------------------------------------------------------------------------------------------
---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

11. MAJ 15/P11/Q1/d

Gomez is the manager of a small computer repair business. Table 1 shows some costs and prices
for his business. As it is a competitive market, Gomez knows it is important to maintain customer
loyalty and revenue. Gomez knows that a lower break-even point would help improve profits, He
thinks the best way 1o lower the break-even point is to raise prices.

Table 1: Cost and price information

Price per customer $30
Variable cost per customer $20
Average number of customers per month 140
Monthiy fixed costs $1000

(a) Identify and explain two methods that Business could use to maintain customer loyalty.

Method 1;

---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------

----------------------------------------------------------------------------------------

-----------------------------------------------------------------------

-----------------------------------------------------------------------------
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12. O/N 14/P12/Q3/a

13.

Rhiannon Enterprises manufactures ladies clothes. Its best selling products are fashion jeans and
T-shirts. Figure 1 shows sales data for these products. In 2014 the value of the sales of these 2
main products was 50% of the total sales of the business. The market for ladies’ clothes is very
competitive. In 2013 the business reduced the price of its jeans by 25%. It is now trying to find
low cost suppliers of cloth to increase its profit margins. Sales of some other products have been
falling despite Rhiannon Enterprises increasing advertising spending on them.

Figure 1

Value of Sales $000
175

— Jeans

«w— T-shiris

125

2012 2013 2014

(a) What is meant by a market being ‘very competitive'?

---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

O/N 14/P11/Q3/a,b,e

Natural Care is a company that makes soap. The business always acts in an ethical way. It follows
fair trade principles by paying fair prices to its suppliers. It uses a cost plus pricing method when
selling its products. Table 2 gives data about the company's sales of soap and its share of the
national market for soap.

Table 2

Natural Care Market share of
Year sales ($m) Natural Care (%
2012 40 10
2014 44 7

The Marketing Director of Natural Care wants to introduce a 2
help regain market share. She also wants the Board of Direc hif

policy. @@
(a) Calculate the total market sales of soap in 201 o
@ &
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(b) Identify two possible reasons why Natural Care’s market share fell in 2014.

RBASON T ettt essas et s asaa b et se st eeeseeseeeeees

---------------------------------------------------------------------------------------------------------------------------------------------------

(c) Do you think that customers of products such as soap always benefit from an increase in
competition? Justify your answer.

...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................

---------------------------------------------------------------------------------------------------------------------------------------------------

14. M/J 14/P12/Q3/b,e

SENG manufactures cameras. Last year its market share increased by 2%
capital intensive. This allows SENG to use lean production methods s % justin-time. Cameras
have a short product life cycle. SENG spends $200m each year ext@psion strategies. The
Marketing manager thinks that an increase in market share ng%@o esv er profits.

@
(a) Identify two possible reasons why cameras might ha\% i?s roduct life cycle.

--------------------------------------------------------------
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(b) Do you think that an increase in market share will always lead to higher profits for SENG?
Justify your answer.

...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................

---------------------------------------------------------------------------------------------------------------------------------------------------

15. M/J 14/P11/Q1/a

16.

Anouk is a sole trader. She designs and makes jewellery at home, using hired (rented) equipment.
Anouk enjoys selling the jewellery at local markets. Last year her sales revenue increased by $500
to $3000. She plans to use $50 for a marketing budget. Anouk would like to do some primary
market research when she has time. Anouk thinks she should have a business partner.

(a) What is meant by a ‘marketing budget'?

------------------------------------------------------------------------------------------------------------------------
------------------------------------------------------------------------------------------------------------------
-----------------------------------------------------------------------------------------------------------

----------------------------------------------------------------------------------------

M/J 14/P11/Q2/b

Keypeople is a recruitment agency which only operate;?&

Rachel, and her two employees know that good custo
expand her business. Keypeople offers a variety %%ﬁl{a source services to other businesses,
a@)aéjg/contracts. Rachel has been asked by a

such as recruiting employees and preparing emp
local manufacturing business to recruit a senior manager.
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(a) Identify two reasons why good customer service is important for Keypeople.

REASON 11 ettt et b e e s sssseas e se e s ettt eeeeeeesee e eses

---------------------------------------------------------------------------------------------------------------------------------------------------

17. O/N 13/P11/Q5/c

Dmitis a partner in a small retail clothing business. The business has been successful, but it

is finding it difficult to compete against larger retailers. The partners are thinking of converting

the partnership into a private limited company.

(a) Identify and explain two reasons why the business might be finding it difficult to compete
against larger retailers.

REASON 1. ettt r sttt e s e e et e e e st e ene e e es s

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

18. M/J 13/P11/Q2/a,b,c
Gayle's Soaps is a business which manufactures health and beauty products. Its market
share has remained constant at 15% despite new businesses entering this markq@The
business uses market segmentation. Most of its customers are women. The
manager believes the company could increase its profits if it increases the price ot its
most popular products.

(a) What is meant by ‘market share'?

------------------------------------------------------------------------------------

-----------------------------------------------------------------------------
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(c) Identify and explain two advantages of market segmentation for Gayle's Soaps.

AAVANEAGE 17 oottt st et s b e bR e sa s e s s

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

19. O/N 12/P11/Q4/a

Jergen Cosmetics makes a range of beauty products for women in country A. ‘We are a
market orientated company' said Klaus, the Managing Director. ‘One of our business
objectives is to increase sales turnover. We have just set up our own website and increased
our marketing budget. Qur country’s economic growth is forecast to be 4% next year and this
will guarantee our company'’s profitability.

(a) What is meant by ‘market orientated company'?

------------------------------------------------------------------------------------------------------------------------------------------
------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

..................................................................................................................................... [2]

20. M/J 12/P12/Q1ic
Made Fresh is a company that manufactures high quality organic foods. The cd Z 5@5
ingredients that have been grown by local farmers in country J. Market resay}h agshown

that branding has helped the company to achieve its objectives. Hecg tpadageather in
country J has led to many of the farm crops failing. Made Fresh is thin J""
organic food ingredients from other countries nearby.

Advantage 10 ..t @ ....... ﬁ .................................
:

..............................................................................
G &

EXplanation: ......c.ceceverseeremsnseesniersnsaisessssssces G .. oS s sesresnsnnsses s rassasesisesassasenesessanins

t importing

------------------------------------------------------------------------------------------------------------------------------------------
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AGVBNIAGE 20 ...t ineiessssseentste e rssasbssssbebesessesestsseseenmsssssssensessossosssssensssesees

------------------------------------------------------------------------------------------------------------------------------------------

21. M/J 12/P11/Qb/a

Favell is a woodworker. He is planning to set up his own woodworking business. He plans
to use marketing to help his business become established in the local area. Favell thinks
cash flow wili be a problem because his business will have a lot of cash outflows. A friend
has suggested he prepares a cash flow forecast.

(a) What is meant by ‘marketing’?

------------------------------------------------------------------------------------------------------------------------------------------
------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------




Business Studies O-Leve! P-1 Workbook 158
Read & Write Publications

1. O/N 17/P12/Q1/d

{a) Knowledge (2 x 1] - award 1 mark for each way identified

Application [2 x 1] — award 1 mark for each relevant reference
made to this business

Analysis [2 x 1] = award 1 mark for each relevant explanation
Possible points might include:

«  Training [k] so that employees know whatto do [an] in case of
any problems on route [app]

» Seek feedback e.g. carrying out surveys [k] about the airline
[app] to help improve customer loyalty [an]

»  Set OR enforce clear standards OR use Quality Assurance [K]
1o ensure that employees provide a consisient service [an]

= Recruit svitable OR knowledgable employees [k] 1o work in ils
shops [app] so can provide a quicker service to customers [an]

»  Treat employees well OR motivate employees [k] so want to
help its passengers [app]

»  Handie complaints OR queries quickly [k}

= Open more outlets in cities [k] to sell tickets [app] so more
convenient to buy for customers [an]

+  better communication [k] e.g. lext if flights are delayed [app)

2. O/N 17/P12/Qd/a

(a) Knowledge [2 x 1] award 1 mark for each reason identified
Points might include:

« globalisation

» developments in technology such as intemnet, social media

»  improvements in transport links

« lower barriers to eniry e.g. government intervention or changes
to legal controls OR free trade

- more businesses enter the market OR more products

3. MIJ17/P12/Q3/b

(a) Knowledge [2 x 1]: award one mark per factor
Points may include changes in any of the following:
» Price charged by Manisha

Fashion and trends

Consumer tastes and preferences

Stage in economic cycle OR changes in @conomic factors e.g.

interest rates, taxes

Level of consumer income

Actions of competitors e.g. new products or changes in prices

Complementary goods

Increase in population

Level OR effectiveness of adverlising

Quality of product

888

8§ 888288

3.1: Answer Section
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4. M 17/P11/Q3/d

(a) Knowledge [2 x 1] : award one mark for each relevant advantage/ 6
disadvantage identified

Application {2 x1] : award 1 mark if relevant reference made to this
business

Analysis [2 x 1] : award 1 mark for each relevant explanation
Points might include:
Advantages

Reflect new product range [k} as now offering cakes and curries
[app] can help attract a wider target market / range of people [an]
« Image might be out of date [k] as soup bowl is simple design [app]
so need to change it to remain competitive fan]
*  Customers like something new fk] therefore they are more likely
to try [an] the curries [app)
*  Attract new customers [K]

Disadvantage

* Damage customer loyalty [k] as existing customers do not like
the new logo created [an]
*  Customers might not recognise the new logo OR be confused [K]
so might miss the shop [app] therefore reducing sales [an]
* Time/ cost {to change lhe logo) [k] as may need to ask focus group
for their opinion [app] increasing expenses [an]

5. M/J 16/P12/Q2/c

(a) Knowledge [2] — award 1 mark for each relevant benefit [max 2. 4
Application [2] — award 1 mark for each explanation in context. Relevant points might
include:

* Able fo tailor goods to specific needs of segment/know what to produce [k] which
may help increase its market share [app)
Identify gaps in the market (k] so can spot new age range to sell to [app]
To help decide best place to sell [k] such as e-commerce [app]

* Research is simpler/help identify customer needs fk] as know which gender/
men to ask [app]

Help focus spending/make best use of resources [k] so don't waste fabrics [app]
» Help target promotion/advertising [k] so make better use of (marketing) budget

fapp]
e Help set prices [k]
e Help increase sales/revenue [k).

6. M/J 16/P11/Q1/a,b

(a) Clear understanding [2] W «¢ 2
e.9. A customer who returns and buys multipie times. @
Customer keeps buying the same brand no matter what the priceb ©
Some understanding [1] ®©

e.g. Buy from you rather than the competitors, customeg@&? c@é@mer keeps buying,

(b) Good application [2] 320000
Some application [1] method e.g. 800000 * 40% _ ¢5

2
&

@
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7. OIN 15/P12/Q3/e
(a) Knowledge [1] - award 1 mark for identification of relevant issue(s) [max 1] [6]
Application [1] — award 1 mark if relevant reference made to car industry
Analysis [2] — award up to 2 marks for relevant development of point(s)

Evaluation [2] — justified decision as to whether it is possible for small manufacturer to
survive in a competitive market

Relevant points might include:

Advantages of being small:

» Able to specialise/cater to niche market [k] so might not need to compete on price [an]

« Small business able fo react quicker to change in customer demands [k] for type of car
wanted [app]

s Able to offer personal service [k]

Disadvantages of being small:

e Less opportunity for economies of scaleflack capacity [k] in factory [app] so higher unit
costs [an]

« High cost of research and development [K] of, for example, ‘greener’ vehicles [app] might
be too expensive for their budget [an]

e Can they attract best managers/femployees [k] as larger businesses might offer better
financial package/security [an]?

« Less visibility as a brand [k] so harder to get recognition/sales [an]

s Lower marketing budgets [K] so struggle to have a large market presence [an]

Application could include: 20% fall in market size, productivity, flow production, (efficient)
factories, 400 redundancies, cars or examples of car companies.

Note: Candidate’s final decision can be either for or against the statement.

8. OI/N 15/P11/Q3/a,b
(a) Clear understanding [2] where there are a large number of (potential)customerswillingto  [2]
buy product(s). Allow: a large number of sales of a product
Some understanding [1] lots of customers/sales/buyers/people, shown by comparison to
niche
(b} Clear understanding [2] e.g. percentage of the total market sales [1]held byonebrandor  [2]
business [+1] OR business sales/total market sales x 100
Some understanding [1] e.g. share of all sales made/percentage of customers a bysiness
has
9. M/J 15/P12/Q2/b

& AP
B
(a) Clear Understanding [2]: (unique) name, feature or design / logo or |mage apc ‘ﬁd or 2]
business [1] that distinguishes it from other products or businesses [1
Some Understanding [1]: e.g. something which makes a product st@v usﬁl
Do not accept examples

10. M/J 15/P12/Q3/a,b @
(a) Knowledge [2 x 1] award 1 mark per way @ [21
Paints might include: NG

Offer good / personal service e.g. be friendly withigly
Find out what customers want / offer the right piod
Ask for feedback

Extra services e.g. delivery, credit terms @ {4t s

Resolve complaints quickly / refunds ﬁ

Communicate with customers regularly e.g. newsletters or mailshots

Reward customer loyalty e.g. loyalty cards, special offers, discounts, vouchers, BOGOF,
events

Accept any reasonable answer

& .
25, longer opening hours

T R e
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{b) Clear Understanding [2] - [2]

e.g. information about the market / customer needs or competition [1]

that is already available / collected by other agencies [1]

Some Understanding [1] - e.g. Simple idea such as information already collected [1]/or
what market research is e.g. information about the market or finding out what

people want [1]

Do not accept examples

Desk research [0]

11. M/J 15/P11/Q1/d
(a} Knowledge [2 x 1) — award one mark for each method identified [max 2] [6]

Application [2 x 1] — award 1 mark if relevant reference made to Gomez's business
Analysis [2 x 1]~ award 1 mark for each relevant explanation

Relevant points might include:

* Communicate with customers e.g. newsletters, social media [k] so that they remember
your business [an] when they next need computer repaired [app]

*  Offer good quality service [k] so that customers want to return [an] rather than go to one
of its many rivals [app]

»  Extra services [K] e.g. delivery/credit facilities/after sales/training
Offer rewards [discounts] to existing customers/loyalty card [k] such as free software
[app] so consumers have an incentive to return [an]

* Train staff (k] so they are able to offer a good quality service [an]

» Ask for feedback e.g. surveys [k] to provide the repairs/service [app] that customers
require [an]

* Resolve complaints quickly [k] so that customers don't go to rivals [an] to repair their
computer [app]

¢ Application marks may be awarded for appropriate use of the following: competitive
market/many rivals, computer repairs, software, smali business.

Each application to be awarded only once.

12. O/N 14/P12/Q3/a
(@) Clear understanding [2]: e.g. a market with a large number of businesses [1] selling similar

13. O/N 14/P11/Q3/a,b,e

(@)
(b)

products / aimed at the same group of consumers [+1] 2]
OR many other businesses/intense rivalry in the same segment of the market 2]

OR Similar services are being offered [1] and that probably prices are keen. [+1]
Some understanding [1]: e.g. lots of rival businesses

Correct answer [2]: 400000000 OR 400m (% not required)

Some understanding [1] e.g. method OR 40 + 0.1 @\\ é@g

Application [2 x 1] - award 1 mark per relevant reason. @ ®© 2]

Points might include: @

»  Demand for rival products increased faster than NC sa s et growth higher than
10% 3

Increase competition in the market
Higher price than competitors

Lack of suitable marketing / promotion 2
Decline in quality in the product.
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Knowledge [2 x 1] award 1 mark for each issue identified [6]
Application [1] — award 1 mark if relevant reference made to this type of business

Analysis [1] — award 1 mark for relevant development of point(s)

Evaluation [2] - justified decision made as to whether customers always benefit from an
increase in competition.

Points to include:

» Competition increase choice [K] therefore they may gain a product that better suits their
needs [an]
Leads to lower prices [k] which means more consumers can afford to buy [an]

e Products become more consumer orientated ] for examples they can buy soap for
sensitive skin [app]

o Lead to hidden quality cuts [k} as manufacturer looks to cut costs [an] to remain price
competitive [app]
Too much choice can be confusing k]

« Firms will need to spend on promotion [K] therefore prices might rise for customers to
cover the costs [an]

« Lower prices [K] but firms may reduce the size of the product reducing value for
money [an]

e  Firms reduce the size of the product [k] which means customers get less for their money

e Could reduce choice [K] as smalier firms are forced out of the market [an].

Developed answer:

Competition generally lowers prices [k] as firms try to remain price competitive [app]
customers they may gain a product that better suits their needs [an] customers may not
benefit if firms reduce quality. [k] The extent to which they benefit depends on how firms
compete [ev] and what customers value in the product [ev].

14. M/J 14/P12/Q3/b,e

(@)

(b)

Application [2 x 1]: 1 mark per reason. 2]
Reasons include: Actions of competitors, fashion/changing tastes, availability of new
technology, availability of substitutes (e.g. phones with camera features).

Do not accept ‘low sales’ on own as too vague.

Knowledge [2] — award up to 2 marks for identification of relevant issue(s). [6]
Application [1] — award 1 mark if relevant reference made to SENG's business.
Analysis [1] — award 1 mark for relevant development of point(s).

Evaluation [2] - justified decision made as to whether an increase in market shere

lead to higher profits. For 6 marks must address the word ‘always’. \"\@

Relevant points might include:

« Lower prices could increase sales [k] but might lead to fower rev
cameras [app] because they are cheaper [an] Q

« If larger share of 2 smaller market [K] sales volume might have a@@[an] as people now
have cameras in phones [app] @%

» Larger market share due to increased sales volumes a@lo purchasing economies
of scale [k] when buying camera components rigle [app] reducing unit cost
increasing margins [an] @ S

« Stronger brand recognition [k] which couid i ve Sbmpetitiveness [an] as customers
are more likely to trust and buy Seng'’s cam ap 57

« More power to charge higher prices [kjdt:Aew sign or camera feature [app] to gain
incBBase in profits (if costs rise at lower rate)

D

additional revenue [an], which leads to a
but the market share might not increase
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15. M/J 14/P11/Q1/a

(a) Good knowledge:[2] e.g.a financial plan or forecast for the marketing of a product for a
specified period of time [2]

Some knowledge: [1] e.g. a financial plan or sum of money put aside for marketing
16. M/J 14/P11/Q2/b
(a) Application [2 x 1] - award 1 mark per reason [2]
Reasons might include: customer feels valued / good public relations / creates higher level of
customer satisfaction / leads to repeat business (brand loyalty) / can lead to word of mouth
recommendations/ motivation of workers/brand image.
17. O/N 13/P11/Q5/c
(a) Knowledge [2 x 1] — award 1 mark per way [max 2] 4]
Application [2 x 1] — award 1 mark for each relevant explanation (i.e. show why these points
make it difficult to compete against larger businesses)
Reasons might include:
Lack of economies of scale [K] so prices charged by small businesses are higher [an]
Lack of capital [k] to be able to market/advertise effectively [an]
Less stock held [k] and therefore less consumer choice [an)
Sales volume is low [k] therefore they need higher profit margins {an)
Vuinerable to price wars [k] because of lower retained profit [an)

18. M/J 13/P11/Q2/a,b,c
(a) Clear understanding [2] Percentage of the total market sales [1] held by one brand or

business [+1] - 2]
Some understanding [1] e.g. share of all sales made
(b) Application [2 x 1): 1 mark per way [2]

Answers might include: age, lifestyle, geographical, income/social class, use - heaith or beauty

(c) Knowledge/application [2 x 1] — identification of relevant advantage [4]

Analysis [2 x 1] — award one mark for each relevant explanation (i.e. showing how or why it
might be an advantage for GS)

Points might include:

* able to tailor any of the 4 Ps to specific needs of customer group [k] whichs h&lld help
sales [an] W@ A
* identify gaps in the market [k]- so able to meet needs of new potentia - rs [an]

use segmentation to sell more products [k] by targeting differepfbrands to different

segments [an] %) N
* research is made simpler [k] because you know who you ne an]
19. O/N 12/P11/Q4/a @ @
<
(@) Clear understanding [2] Some understanding [1] $ @ 2]
A business that focuses on the needs and requirement its Sstomers through analysis of

market research data. Alternatively one that does n@qet Fase
supplying a product/service [2).
A business that produces what customers wanté]‘;‘o

Rk
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20. M/J 12/P12/Q1/c
(a) Knowledge [2 x 1]: award 1 mark per relevant advantage. [4]

Analysis [2 x 1]: award 1 mark per relevant explanation (i.e. how helps the company).

Advantages might inciude:

« able to differentiate product from rivals [k] customers want to buy more of your product
fan]

way to encourage brand loyalty [k] sc maintain level of sales [an]

means to attract potential customers [k]

means of achieving a competitive advantage [k]

able to charge higher prices [k] as products can be seen to be of higher quality [an]
instant recognition/well knownfidentity/brand image [k]

way to add value to a product k]

easier to launch new products [k] as customers are aware of and/or trust name [an].

21. MJ 12/P11/Q5/a
(a) Clear understanding [2] e.g. identifying and anticipating customer wants and then providing
it. 2
Some understanding [1] e.g. selling the product or 1 core element of marketing identified,
such as promotion or pricing or market research.
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3.2: Market Research

1.

M/J 17/P12/Q1/a

Cheung owns a small retail shop in the city centre selling fashion clothing for children. As it is a
competitive market, Cheung knows market research is important. Cheung is worried about the
effect of an increase in shop rent on his costs. Cheung said: ‘| will have to pay this higher rent as
itis a good location. | need to increase revenue or reduce other costs.” Cheung buys ali his supplies
from a wholesaler located in a nearby town. He is thinking of buying directly from a clothing
manufacturer in another country.

(a) What is meant by 'market research'?

-------------------------------------------------------------------------------------------------------------------------------------------
-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

O/N 16/P11/Q3/e

YOGO is a new business which Amelia has just set up using Government support. YOGO makes
a range of sweets (candy) targeted at aduits. It is a niche market. Amelia has been looking at the
marketing part of her business ptan. She has to decide which pricing method to use. Amelia is
spending a lot of money on packaging. She did not do any primary market research as she thinks
she can use secondary data to make decisions. She believes that ail adults like sweets,

(a) Do you think Amelia's business would benefit from primary market research? Justify your
answer,

-------------------------------------------------------------------------------------------------------------------------------------------
---------------------------------------------------------------------------------------------------------------------------------

----------------------------------------------------------------------------------------------------------------------

-----------------------------------------------------------------------------------------------------------
--------------------------------------------------------------------------------------------------

----------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------
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. M/ 16/P12/Q2/a,b

F&G is a leading fashion retailer. It has 20 shops in country C. The business uses market
segmentation. Its target market is men aged between 25 and 40 years old. The Marketing Director
has been looking at the marketing data shown in Table 1. She is worried that the amount the
business spends on marketing is not cost effective. She would like to close down all F&G shops
and just use e-commerce.

Table 1
Year Total value of the men’s F&G's market share F&G's marketing budget
clothing market
2015 $500m 15% $26m
2016 $700m 12% $40m

4. OIN 15/P12/Qi/a

(a) Whatis meant by ‘marketing budget'?

-------------------------------------------------------------------------------------------------------------------------------------------
-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------
-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

Walt owns a company which has developed a new computer game for adults. A
shows customers like it. Walt has been considering the marketing mix, includ
for this product which is likely to be sold in many countries. ‘i don't want togdse
would affect my profit margin’ he said.

(a) What is meant by a ‘focus group'?

---------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------

----------------------------------------------------------------------------
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5. OIN 15/P11/Q3/c
Grimshaw manufactures mobile (cell) phones for the mass market. Last year its market share
increased by 3%. The Managing Director is planning to set up a new factory in country T to supply
the mobile phone market in that country for the first time. Grimshaw plans to sell a new model of
mobile phone. The Managing Director has asked for market research to be done. He said: ‘As a
multinational, we can set up a new factory anywhere; | want to know whether the Government of
country T will offer us any help to build our factory there.

(a) Identify and explain two advantages of market research o cell phones manufacturer.

AGVENTAGE 1. oot ise e sesasssestavtseerreresesssassnssssbesssstessrbsnsanesensssesessesssssesssssnsessanessessens

---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

6. M/ 15/P12/Q3/b

Mabel wants to set up her own hairdressing business. She will need to build good customer
relationships. She has done some secondary market research o find out possible demand and
what methods of promotion to use. She has decided to buy her inventory (stock) from a wholesaler,
Mabel is now looking for the right location for her business. She thinks that location will be more
important than price charged to the success of her business.

(a) What is meant by ‘secondary market research’?

---------------------------------------------------------------------------------------------------------------------------------------------------
--------------------------------------------------------------------------------------------------------------------------
-------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------

7. MU 15/P11/Q3/b

©
s
Si and Ramon are friends. They want to set up a photography esg’They would take pictures
at weddings, birthdays and other special events. The busine ‘ !:,ugéé*'partnership. Based on their
primary market research, Si believes there is enough defignd. Ramon has produced a business
plan which shows they need $8000 for a shop and $40¢0Jor egiuipment. They plan to spend $500
on promotion, but cannot agree on the best method (@o

(a) Identify two methods of primary market reseggr‘?:h

MEBIROU 11 et rrtrre et rere e s e s s s st ee b s os e seas s merseneresnesesnsesesseresessesesse o emseen e s seese e

MBINOM 2: .ttt e s sn st s b ae s s s b sbt s ne s e sms et sano e srensesanes [2]
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8. M/J 14/P11/Q1/b

Anouk is a sole trader. She designs and makes jewellery at home, using hired (rented) equipment.
Anouk enjoys selling the jewellery at local markets. Last year her sales revenue increased by $500
to $3000. She plans to use $50 for a marketing budget. Anouk would like to do some primary
market research when she has time. Anouk thinks she should have a business partner.

(a) Identify twomethods of primary market research that Anouk could use.

MELROM 10 oeieeieiiiiuiiiseiinienisasissssressrsrsrsensnsnssssssesersrssrsransnnssssnsiossennsansssssssssansssesannnsssssasssnsassasssnns
MELROT 2 o.ooereivrrieeeieierisete et et s s st s b e s e e b e ss hebobe 00 s0o0bb o0 a0asrbe s baonsassaronasnasbntsasnas {2]

9. O/N 13/P11/Q3/a,b,c

Yura is the Managing Director of a company that sells holidays. The company organises
hotels, air flights and car hire for customers. For the first time, the company is going to do

some market research. Secondary sources will be used and a sample of customers will be
selected for primary research.

(a) What is meant by market research ?

---------------------------------------------------------------------------------------------------------------------------------------------------
---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

(b) |dentify two advantages of using secondary sources.

AQVANTAGE 11 ... ciireiniiisiiiistisisssnatnriessssssnssnsseesssnrsrsasssssssnstessssssasssassssasasassssasssosssasnnnes

------------------------------------------------------------------------------------------------------------------------------------------

(c) ldentify and explain two methods of sampling that the company could use. g

MELhOT T: ettt as e S
Explanation: @Qﬁ@éﬁk ................
RGO N —
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10. M/J 12/P12/Q1/a
Made Fresh is a company that manufactures high quality organic foods. The company uses
ingredients that have been grown by local farmers in country J, Market research has shown
that branding has helped the company to achieve its objectives. Recent bad weather in
country J has led to many of the farm crops failing. Made Fresh is thinking about importing
organic food ingredients from other countries nearby.

(a) What is meant by ‘market research’?

------------------------------------------------------------------------------------------------------------------------------------------
------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------




Business Studies O-Level P-1 Workbook 170 3.2: Answer Section
Read & Write Publications

1. M/J 17/P12/Q1/a
(a) Clear understanding [2): e.q. 2

o Process of finding out what consumers want or need [1] before a
product is made [1)

» Process of finding out what consumers want or need [1]
depending on age group, income and location [1]

« Process of gathering (primary and secondary) data [1] on the buying
habits and attitudes of potential customers [1]

o Process of gathering data about customers, competitors and
market trends [2]

Some understanding [1]: e.g. find out what customers want, find out

about competition

2, O/N 16/P11/Q3/e

(a) Knowledge [1] — award 1 mark for identification of relevant point(s) 6
Application [1] — award 1 mark if relevant reference made to Amelia's
business

Analysis [2] — award up to 2 marks for relevant development of point {s)
Evaluation [2] — justified decision made as to whether Amelia would have
benefited from carrying out primary market research
Relevant points might include:
« ltis expensive [k] spends a lot on packaging [app] therefore may not
be able to afford it [an]
» |tis time consuming [k] she has already done secondary research
[app] so how much more can she find out [an]
e  Collect precise information[k] on sweets [app] so that she can
produce the most appropriate products{an]
¢ Secondary data may be outdated [k] [app]Needs might have
changed [an]
« Help better target promotion/in pricing decisions [k] especially as

new business [app] 0,
3. MIJ 16/P12/Q2/a,b & AR
(a) Clear understanding {2] — e.g. An estimated projection of costs needed t 1@2 2
business' products or services [2],
OR amount of money set aside by a business to promote its produﬁnd@@.ﬁmces
(for a given period of time) [2],
OR a financial plan for the marketing of a product or product ra @ specified
period of time) [2]. ‘G)
Some understanding [1] — e.g. Money for promoting go cial plan for

marketing.

{b) Good application [2] correct answer $84m or 84m
Some application [1] e.g.
e 700x0.12
OR 700/100 x 12
OR 700 x 12%
OR 84
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4. OIN 15/P12/Q1/a

(a) Clear understanding [2] e.g. selection of people who have similar characteristics to target [2]
market [1] who give their opinions on a product/service [1]
Some understanding [1] e.g. some idea that they provide comments/opinions about product
OR get market research information/find out consumer wants or needs
Do not reward answers which just explain what a group is OR refers to secondary market
research,

5. O/N 15/P11/Q3/c

(@) Knowledge [2 x 1] — award 1 mark per advantage. [4]
Application [2 x 1] ~ award 1 mark for each relevant explanation (i.e. show how it is an
advantage to Grimshaw)

Advantages could include:

e greater awareness of consumer needs [k] so can adapt its phoneffeatures to match what
customers want [app]

» able to forecast likely future trends [k] so can improve focus of new product development
[app]

« appreciate the strength of competitors [k] so can change marketing strategy to compete

* knowledge of consumers’ views of company products/image [k] as first time entering
country T [app]

= reduces risks/products launched with more confidence [k} as know what features
customers want [app]

« help gain competitive advantage [k] as can set effective pricing/promotion strategy to suit
country T's customers [app] .

* produce the correct amount of product [k] to avoid wastage of expensive parts [app]

» helps set price [k]

Note: knowledge points must relate to purpose of market research.

Application marks may be awarded for appropriate use of the following: mobile phones,

market share increased (by 3%), mass market, factory, new model, multinational,

technology, country T

6. M/J 15/P12/Q3/b

(@) Clear Understanding [2] - [2]
e.g. Information about the market / customer needs or competition [1]
that is already available / collected by other agencies [1] f@

what market research is e.g. information about the market or finding out w
peopie want [1]

Do not accept examples G ¢
Desk research [0] &
7. MU 15/P11/Q3/b @ o
(a) Application [2 x 1] — award 1 mark for each relevant methodix? y [2]
Points could include: questionnaire/survey, interview, con§ anel, observation, focus

8. M/ 14/P11/Q1/b ’
(a) Application [2 x 1] 1 mark per method \).)7
Methods could include: Questionnaires/survey, inigfviews, observations, focus group

Do not accept marketing agency or field research as these are not appropriate for a small
business.

group
Note: Do not accept field research/internet — too -,-,
@

[2]
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9. O/N 13/P11/Q3/a,b,c

(a)

(b)

(c)

Clear understanding [2]: e.g. process of finding out what consumers want or need before a
product is made. Or process of collecting, analysing and interpreting of information about the
market. (2]
Some understanding [1]: e.g. find out what customers want.

Do NOT accept examples of primary or secondary research alone, these are only acceptable
as a development point.

Knowledge [2 x 1] one mark per advantage (2]

Advantages may include:

e Cheaper than other sources

o Already available [time]

« May be on a larger scale than own research

Knowledge [2 x 1] — award 1 mark per method [max 2] (4]

Application/analysis [2 x 1] - award 1 mark for each relevant explanation i.e. showing what
each method involves or how it is carried out.

Points might include:

« Random [k] every potential customer has an equal chance of being selected [an]

o Stratified [k} it might be useful for holiday companies to collect information about
customers from different social backgrounds [app}

« Quota [k] information collected from a set number of people representing different
groups [an]

« Systematic [k] people are selected from set criteria [an]

o Cluster [K] is targeting a particular population in a small area [an]

10. M) 12/P12/Q1/a
(a) Clear understanding [2]: e.g. process of finding out what consumers want or need before a

product is made [2]/process of gathering primary and secondary data on the buying habits
and attitudes [1] of potential customers [+1)/collection of data about existing or potential
products [2]. [2]
Some understanding [1]: e.g. find out what customers want [1].

Do NOT accept examples of primary research or secondary research on own e.g.
questionnaires. Acceptable only as a development point.
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3.3: Market Mix

1. O/IN17/P12iQ1/e

FlyAway is an airline business. It is in the tertiary sector. It offers low-price fiights for business
customers in country J. Customers have to pay extra for luggage and food on the flight. It is a very
competitive market. The Marketing manager knows that improving customer service is important.
Bookings and advertising are done through FlyAway's ticket shops and its website. The Marketing
manager cannot decide whether to close its ticket shops and use only e-commerce,

Table 1: Selected information about two of FlyAway's routes

Route Average number of Average price per ticket | Break-even number of
passengers per flight (%) passengers per flight
1 85 80 70
2 110 60 90

(a) Do you think FlyAway should use only e-commerce? Justify your answer.




Business Studies O-Level P-1 Workbook 174 3.3; Marketing mix
Read & Write Publications

2. O/N17/P11/Q1/d,e

Ella has just left college and wants to start up her own business. She has designed a new bicycle
light with a safety feature not found in any rival products. Ella knows obtaining finance will be difficult.
She plans fo have the lights prodtced in another country. Each light will cost $8 to produce. Elia
cannot decide whether to use price skimming. She said: 'l have received orders for 300 lights and
i have not even started promoting them'. Ella wants to be a successful entrepreneur.

Table 1: Information on possible promotion options for Ella’s bicycle light.

r Option 1: Set up her own website | Option 2: Advertise in specialist
magazine

Cost information |$500 for web page to show product |$300 for full page colour
specifications and contact details advertisement

Other information | For extra $750 website would allow | One of the most popular cycling
customers to order online magazines in the country.

(a) Identify and explain one advantage and one disadvantage to Ella of using price skimming.
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{(b) Recommend which promotion option bicycle light should choose. Justify your answer
using the information in Table 1.

...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................

-------------------------------------------------------------------------------------------------------------------------------------------

3. M/ 17/P12IQ2le

LWM makes car tyres in 15 different sizes using batch production, Last year LWM sold 60 million
tyres including 40 million tyres of its best-selling size. The Finance Director has been looking at
some financial data as shown in Table 1. She said: ‘Liquidity is important. | need to do some ratio
analysis to measure business performance. In the previous year our Return on Capital Employed
was 33%." The directors are worried about increased competition but they cannot decide on the
best way for LWM to respond.

Table 1: Extract of financial data for 2016 ($m)

Revenue

Profit

Non-current liabilities

Capital employed
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(a) Explain two ways in which LWM might respond to increased competition. Recommend which
way LWM should choose. Justify your answer.

...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................

-------------------------------------------------------------------------------------------------------------------------------------------

4. M/J17/P11/Q3/e

Wilde Soup Stop (WSS) makes a range of soups and hot drinks. It owns 30 shops and has sold
its franchise to 10 other shops in country Z. The Marketing Director said: ‘Results from our focus
group show that being an ethical business is important’, WSS plans to extend its product range to
include curries and cakes. WSS will need to change its brand image. The Marketing Director cannot
decide whether to use sponsorship or newspaper advertising as the main method of promotion.

Wilde

Sau ap

elle
$
WV

(a) Do you think WSS should use sponsorship or newspap |°ng as the main method of
promotion? Justify your answer.

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------
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...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................

-------------------------------------------------------------------------------------------------------------------------------------------

5. OIN 16/P12/Q2/b,c,d

$LAND sells a wide range of products from food to toys. It has 400 shops in country B. $LAND's
marketing strategy is based on penetration pricing. $LAND does no advertising and buys all its
products directly from manufacturers. Revenue and profit have increased despite the country being
in recession. The Marketing Director wants to expand the business by opening shops in other
countries. He believes SLAND will be successful in other countries.

(a) What is meant by ‘penetration pricing'?

-------------------------------------------------------------------------------------------------------------------------------------------
-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

-----------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------
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(¢} Identify and explain one advantage and one disadvantage to $LAND of buying direct from
manufacturers.

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------
-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

6. O/N 16/P11/Q3/c,d

YOGO is a new business which Amelia has just set up using Government support. YOGO makes
a range of sweets (candy) targeted at adults. It is a niche market. Amelia has been looking at the
marketing part of her business plan. She has to decide which pricing method to use. Amelia is
spending a lot of money on packaging. She did not do any primary market research as she thinks
she can use secondary data to make decisions. She believes that all adults like sweets.

(a) Identify and explain two possible pricing methods that Amelia might use.
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(b) Identify and explain two reasons why packaging is important for YOGO's products.

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------
-------------------------------------------------------------------------------------------------------------------------------------------

...........................................................................................................................................

-------------------------------------------------------------------------------------------------------------------------------------------

...........................................................................................................................................

-------------------------------------------------------------------------------------------------------------------------------------------

7. OIN 16/P11/Qédle .
DCP makes a range of high quality industrial paints. It selis direct to 6 large business customers
which are located in different countries. DCP charges a price of $0.35 per litre. It operates in a
competitive market. The Operations manager has been looking at DCP's costs as shown in Table 2.
He wants to increase profit but he does not want to buy cheaper materials.

Table 2: Output and cost information for DCP per week

Output (litres) 1500000
Total fixed costs ($) 350000
Total material costs (3) 60000
Total fabour costs ($) 40000

(a) Do you think that charging a higher price is the best way for to increas
your answer.

--------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------

...........................................................................................................................................
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...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................

-------------------------------------------------------------------------------------------------------------------------------------------

8. M/J 16/P11/Qi/c,d,e

EDGE makes mobile (cell) phones, It operates in a competitive market. The Marketing manager
believes that because EDGE is good at maintaining customer loyalty demand for its phones is price
inelastic. Its best selling product, Z, is near the end of its product life cycle. The Marketing manager
has to decide whether to spend money on developing new products or use extension strategies
for product Z,

Total quantity sold: 800000

Fig. 1: EDGE — quantity sold by product type in 2015
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(b) Identify and explain two advantages to business of developing new products.

Advantage 1: ....oeeecorereeeeeeeee S, XECrrerrrrronrrer — LT Ty Trr T
Explanation: .............. eristies sttt tanneesarasseranns S tretssrssnnrssesntissterensrnrerases SE—
Advantage 2: ............. S S veerereens Ce ettt e eeeaaraneane R
Explanation: ........ccccoevvvrrnnnnnnn. breraesattssnneesssasanens trreree et sb e s rssneaeaas SR
............... s [6]

(¢} Explain two extension strategies that EDGE could use for product Z. Recommend which one
of the two strategies it should choose. Justify your answer,
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9. OJ/N 15/P11/Q2/d

Ramford is a private limited company. It has four factories which make a wide range of food
products including breakfast cereal and ice cream. The Finance Director is worried about the
company's financial performance. She has read that many businesses failed in the last year. ‘|
think we are suffering from diseconomies of scale’ she said. Ramford's directors have decided to
cut the number of different products it makes from 80 to 10.

Table 2: Extract from accounts

2013 2014
Revenue (sales) ($m) 200 150
(Net) profit {$m) 70 60
Capital employed ($m) 280 300
{Net) profit margin 35% ?
Return on Capital Employed 25% ?

(a) Identify and explain two factors that Ramford should consider when deciding which products
to remove from its product range.

FACIOT T2 vvvvvseressessessesssssasssessesntessassronsesnsesasbutsstssnasssnssnssssossiorsibsastsascastissesansanssssmsstmesissstsreisssssnias

---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------
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(a) Identify and explain two advantages to Grimshaw of developing new products.

AGVANTAGE 1. oottt teneseeten e s st s b e st asas st e erenesansses et e e e ees e se e e se s

---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------
---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------
---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

11. M/J 15/P12/Q3/c

Mabel wants to set up her own hairdressing business. She will need to build good customer
relationships. She has done some secondary market research to find out possible demand and
what methods of promotion to use. She has decided to buy her inventory (stock) from a wholesaler.
Mabel is now looking for the right location for her business. She thinks that location will be more
important than price charged to the success of her business.

(a) Identify and explain two methods of promotion (other than promotional pricing) that Mabel
might use. 3

----------------------------------------------------------------------------
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12. O/N 14/P11/Q1/d

Lu is a sole trader. He manages a bakery shop making and selling bread and cakes. He employs
4 workers all of whom are paid on time rate. Lu wants to expand the business by buying a new
shop and using it as a café (restaurant). He also wants to make a wider range of cakes, such as
wedding and birthday cakes, for which he thinks there is a demand. At present the business sells
all of the bread and cakes it makes.

(a) Identify and explain two methods of promotion that Lu could use for the new range of cakes.

T o P e P P S e P S e
EXPIANALION. «oouiiveriraenercieiiierirencssssastsse st s st nes s sbse bbb s b R s as e sh s n RS

---------------------------------------------------------------------------------------------------------------------------------------------------
---------------------------------------------------------------------------------------------------------------------------------------------------
---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------
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---------------------------------------------------------------------------------------------------------------------------------------------------
---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

13. M/J 14/P12/Q1/b

LEK owns 80 electrical shops. It sells products such as cell (mobite) phones and televisions. The
Marketing Director believes offering customers a choice of products helps LEK to bg @ompetitive.
LEK must use suitable ways to communicate with its customers. LEK's directofgzat ning a

LEK.
Fig. 1: LEK organisational chart
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(a) ldentify two factors (other than offering choice and having good communication) which could
help make LEK more competitive,

FAOIOT 11 ettt er s n s e s es et st s e s ne st eeseesna e ensnessnemar st s e et sm s st s s es s s

---------------------------------------------------------------------------------------------------------------------------------------------------

14. M/J 14/P12/Q2/d

Cutter is a family owned private limited company. It manufactures a luxury brand of coats. In
2013 sales revenue increased by $3m and retained profits also increased. ‘The marketing mix is
working' said the Marketing Director. Cutter's Operations Director thinks that batch production is
still the right method of production to use, but he cannot decide whether on the job or off the job
training is better for the business.

(a) Identify and explain two possible elements of a suitable marketing mix for Cutter's products.

BIBMENE 11 ettt et eesr s e s e er st s satsmes et e smeaaenessereen st e s e e e e see e e sse e eee e s
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15. M/J 14/P12/Q3/d

SENG manufactures cameras. Last year its market share increased by 2% to 18%. Production is
capital intensive. This allows SENG to use lean production methods such as just-in-time. Cameras
have a short product life cycle. SENG spends $200m each year on extension strategies. The
Marketing manager thinks that an increase in market share will lead to higher profits.

(a) Identify and explain two possible extension strategies that SENG could use for one of its
types of camera.

SHALBOY 17 eerrererescssrisrnisecsesisssbsssnsssasssssnssanssssssassnsssssnssrassnsrnsests shasts ses s00s0artsasassnassessassnnssnesorasssse

---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------
---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------
---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

16. M/J 14/P12/Q4/d
The Government of country B plans to build a new airport. A Government spoke%son said:
‘There will be external costs, but | think there will be more benefits for the local gnity. We
have to support businesses such as airlines in the private sector’. RU Air is one d’'s most
@?and from

profitable airlines. RU has announced plans on its website that it will operat
country B in the future, RU is a public limited company. ]

(a) identify and explain two benefits for RU Air of having a website, \3@
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BENETIE 2. vivveeeriieriivesiiriiversivnnssssresnsreseserserasesessssassamsresrtererssesssssssntasasssnsnsssssssnssnssssssnnnssssssresssns

---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

17. M/J 14/P12/Q5/e

Anyshade manufactures a range of paints. It uses flow production. The Finance manager has
produced a cash flow forecast as the business wants to arrange an overdraft with its bank.
The Finance manager believes that reducing prices is the best way to increase sales revenue.
Anyshade’s paints are well known for quality.

Table 1: Cash flow forecast ($000's)

July August September
Opening balance (2000) 6000 Y
Cash inflows:
Cash sales 90000 30000 50000
Cash from debtors 50000 80000 70000
Total cash inflows 140000 110000 120000
Cash outflows:
Fixed costs 70000 70000 70000
Wages 20000 18000 19000
Raw materials 35000 30000 30000
Total cash outfiows 125000 118000 119000
Net cash flow X (8000) 1000
Closing balance 6000 (2000) (1000)

Note: numbers in brackets are negative,

---------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------

----------------------------------------------------------------------------------------
--------------------------------------------------------------------------

-----------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------------
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...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................

---------------------------------------------------------------------------------------------------------------------------------------------------

18. M/J 14/P11/Q1/e
Anouk is a sole trader. She designs and makes jewellery at home, using hired (rented) equipment,
Anouk enjoys selling the jewellery at local markets. Last year her sales revenue increased by $500
to $3000. She plans to use $50 for a marketing budget. Anouk would like to do some primary
market research when she has time. Anouk thinks she should have a business partner.

(a) Anouk could use either leaflets or jocal newspaper advertising as methods of promoting her
jewellery. Recommend which method you think Anouk shoutd use. Justify your answer.
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19. M/J 14/P11/Q3/d

HPT makes frozen food products. The Finance Director wants to improve HPT’s cash flow position.
Table 1 is an incomplete cash flow forecast for the next 3 months. The Finance Director thinks HPT
shoutd not use expensive packaging. He is also worried that new Government health & safety laws
will not benefit the company and will only add to its costs.

Table 1: Cash flow forecast ($000's)

Month 1 Month 2 Month 3
Opening balance {50000) (30000) (40000)
Cash inflows 200000 180000 200000
Cash outflows:
Wages 60000 60000 60000
Packaging 20000 20000 20000
Raw materials 45000 55000 45000
Fixed costs 55000 55000 55000
Total cash X 190000 180000
outflows
Net cash flow 20000 Y 20000
Closing balance {30000) {(40000) (20000)

Note: numbers in brackets are negative.

(a) ldentity and explain two reasons why packaging might be important for frozen food product
business.

---------------------------------------------------------------------------------------------------------------------------------------------------
---------------------------------------------------------------------------------------------------------------------------------------------------
--------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------

-----------------------------------------------------------------------------------------------

---------------------------------------------------------------------------
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20, O/N 13/P12/Q2
Party Pops is a business that sells products such as cakes and balloons for childrens’ birthday
parties. The Marketing Director thinks that the demand for the company’s products is price
elastic. Party Pops advertises on television. The products are sold through the company's
own retail shops. However, the Marketing Director is thinking of changing this to selling only
on the Internet.

(a) Identify two aims of advertising.

X1 1 1 T SOOI

AU 20 ciceeerivesrerrreereesateeesreeesneresarassasasesse st ar st enth e as s sb kb4 s b a R R b AR S eb e s e R e s ss e b sRb A RE b s ssRenes

..................................................................................................................................... [2]
(b) Identify two methods of pricing that Party Pops could use.

MEENOME 11 ettt sse st sn e s re s b sbs s ssas s b e s b e s e ss e sasanesasnsanaasanensransres
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(c) ldentify and explain two reasons why the demand for the company’s products is likely to
be price elastic.

RO BN T eerriverieesmeeirsseissssansennsessersssesnssssnssnsasasssssasnasssassssassssssressseserssssssasssrestsnesssnesssorssnese

(d)
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------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

{(e) Do you think Party Pops should stop selling through shops and sell only on the Internet?
Justify your answer.

..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................

------------------------------------------------------------------------------------------------------------------------------------------

.................................................................................................................. sl [6]

N

21. O/N 13/P12/Q3/e A
Harry owns a pizza restaurant in a large city. Table 2 gives financialta 8 the business in

2012,
Table 2

Selling price per pizza
Variable costs per pizza
Weekly fixed costs
Weekly sales
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(a) Harry is planning to reduce the price of his pizzas to $7 in order to increase sales. Do
you think that this change wili benefit his business? Justify your answer.

..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

22. OIN 13/P11/1Q2/e

Muammar sells boxes of spices to markets. Workers in Muammar's business are paid on a
piece rate basis. Table 1 gives financial details of the business in 2012.

Table 1
Fixed costs per month $10000
Employee wages $2 per box
Raw materials $3 per box
Marketing costs $1 per box
Selling price $8 per box
Sales per month [average] 9000 boxes

(a) Muammar is planning to change the selling price of the boxes to
this change would benefit the business? Justify your answer.
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..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................

------------------------------------------------------------------------------------------------------------------------------------------

23. O/N 13/P11/Q3/d,e

Yura is the Managing Director of a company that sells holidays. The company organises
hotels, air fiights and car hire for customers. For the first time, the company is going to do

some market research. Secondary sources will be used and a sample of customers will be
selected for primary research.

(a) Identify and explain two ways of segmenting the market for holidays that the company
could use.
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(b) Yura believes that the price is the most important part of the marketing mix for holidays.
Do you think that he is correct? Justify your answer.

..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
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..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................

------------------------------------------------------------------------------------------------------------------------------------------

24, O/N 13/P11/Q5/d

Dmit is a partner in a small retail ciothing business. The business has been successful, but it
is finding it difficult to compete against larger retailers. The partners are thinking of converting
the partnership into a private limited company.

(a) Identify and explain three methods of promotion that the partnership could use to
increase sales.

-----------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------

..........................................................................................................................................
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------------------------------------------------------------------------------------------------------------------------------------------

25. M/J 13/P12/Q1/b

Brakker is a public limited company which specialises in building large boats. Each boat
costs $4m to build and the company adds 30% to the total cost to calculate the selling price.
‘Last year profits fell — but this happens in a recession’ said the Finance Director. ‘Yes, t am
worried. If we cannot get more orders we will have to make some of our skilled workers
redundant.’ All Brakker workers are members of a trade union.

(a) Calculate the selling price of a boat.

------------------------------------------------------------------------------------------------------------------------------------------

26. M/J 13/P12/Q2/b,d,e

B&G manufactures a popular hair shampoo called Slick. The Managing Director thinks that
Slick is near the end of its product life cycle. He believes it would be better to use extension
strategies rather than develop a new product. The Operations Director thinks quality control
can help the business comply with new consumer protection laws.

(a) ldentify two stages of the product life cycle.

(b) Identify and explain three possible problems for B&G when developing a new product.

Problem 1:

------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------

-----------------------------------------------------------------------------------

------------------------------------------------------------------------------
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(c) Explain two possible extension strategies that B&G could use for Slick. Recommend

which strategy the company should use. Justify your answer.

SUALEOY 1% cerevirversriissesisistinsis et sssss e stsrs st e st st s s s e s sre b s B A LSS e s s s s b en s n e
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------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

27. M/J 13/P12/Q4/d

Belshire Books owns a number of shops. The Finance manager is worried about the financial
position of the company. An extract of the accounts is shown in Table 1. Belshire Books is
facing increased competition from online booksellers selling through the Internet.

Table 1: Extract from Belshire Books accounts ($000s)

c.(a'@@&@)

2011 2012
Net profit 50 30
Current assets 50

Current liabilities

50

Capital Employed

500
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(a) Identify and explain two problems that competition from online (Internet) booksellers
could cause for Belshire Books.

Problem 1;

........................................................................................................................
..........................................................................................................................................
.....................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
........................................................................................................................
..........................................................................................................................................
.....................................................................................................................
..........................................................................................................................................

------------------------------------------------------------------------------------------------------------------------------------------

28. M/J 13/P11/Q1/bd

Kew Construction is a public limited company. It specialises in building iarge houses. Each
house costs $30000 to build and the company adds 40% to total cost to calculate the selling
price. Last year sales fell by $90m and dividends were reduced. The Human Resources
Director is worried: ‘If sales do not improve, | will need to make some workers redundant.
How can | decide which workers to make redundant?’

(b) Caiculate the selling price of one house.

----------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------

of sales.
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MBI 27 conneeiieiieresessrasssesssssssssserasssnsstossasasssesssssssennnssssesserasssssnstossarstbsisasssssisniossrnsnarssrnans

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

29. M/J 13/P11/Q2/e

Gayle's Soaps is a business which manufactures health and beauty products. Its market
share has remained constant at 15% despite new businesses entering this market. The
business uses market segmentation. Most of its customers are women. The Marketing
manager believes the company couid increase its profits if it increases the price of each of its
most popular products.

(a) Do you think that if Gayle’s Soaps decides to increase prices then this will lead to higher
profits? Justify your answer.

..........................................................................................................................................
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..........................................................................................................................................
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30. M/J 13/P11/Q3/a

Sharma Machine manufactures motorcycles. The company is product orientated. Sharma
Machine holds a lot of stock. The owner, Ishant, wants to increase productivity. Also the
company plans to open an additional factory to satisfy increased demand. ‘Expansion shouid
mean economies of scale’ said Ishant. ‘The right location for the new factory is going to be
important if the business is to remain competitive.’

(a) What is meant by ‘product orientated’?

------------------------------------------------------------------------------------------------------------------------------------------
------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

31. O/N 12/P12/Q1

Kruger Enterprises manufactures a range of electrical products such as washing machines.
Its best-selling product is in the decline stage of its life cycle. The management uses cost plus
pricing and believes that the demand for the company’s products is price inelastic. Changes
in Kruger's marketing mix are being considered. The company is researching the market and
plans to introduce some new products next year.

(@) Label on Fig. 1 the other two stages of the product life cycle.
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Fig. 1: Product life cycle

(b) What is meant by ‘cost plus pricing'? 2

---------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------
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Identify and explain two possible advantages to electrical product business of researching
the market.

AGVENTAGE 1 cecereeisinsirisessssisiniirasisnssesssssss st s sssesssnstsnst st snsnsaeasassssssasasussassstsssasnansacassssses

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

Identify and explain three benefits to electrical product business of introducing new products.
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(e) Do you think reducing the price of its washing machines will increase the sales turnover
of electrical product business? Justify your answer.

..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
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------------------------------------------------------------------------------------------------------------------------------------------

32. O/N 12/P11/Q1id,e

Durban Dragons is a big football club. Recently fewer people have been watching its matches
and ticket revenue is falling. Some people say that ticket prices for matches are too high
and should be reduced. The club has high fixed costs and needs to improve its cash flow.
The club directors have been trying to gain sponsorship and a number of businesses are
very interested.

(a) Identify and explain two reasons why businesses might want to sponsor football.clubs
like Durban Dragons. 3
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------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

(b) Do you think if Durban Dragons reduce ticket prices for matches this will increase
revenue? Justify your answer.

..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................

------------------------------------------------------------------------------------------------------------------------------------------

\
33. M/J 12/1P12iQ3/e T&?
HTB is a public limited company. It manufactures a range of comp pends a lot

of money on advertising as it is in a competitive market. The manaéb en@elleves that the
product is the most important element in their marketing mix. eldm reasing demand
HTB is looking to expand their business. It plans to raise extra@% e-' suing more shares.
The Finance Director has been looking at the data in Tabl 5

Sales

Net Profit :
Long Term Liabilities 200 220
Capital Employed 400 500
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(a) Do you think that the product is the most important element of the marketing mix for
HTB? Justify your answer.

..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................

------------------------------------------------------------------------------------------------------------------------------------------

34. M/J 12/P11/Q2/b

Sunil is a sole trader. He likes owning a small business. His shop sells low price raincoats.
Sales vary throughout the year. The market for raincoats is competitive, but as Sunil makes
a profit he doesn’t think competition is a problem for his business. In order to protect
consumers, the Government of Sunil’s country has recently introduced new laws to protect
consumers,

(a) Identify two factors which could affect demand for Sunil’s products.
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35. M/J 12/P11/Q4/d

Rapid Call is a private limited company. It manufactures a range of cell (mobile) phones.
The demand for these is increasing. Its products have several special features that are
not available from other phone manufacturers. It sells its products directly to retail shops.
Rapid Call uses competitive pricing for all products. The Finance Director has been looking
at the accounts. A summary is shown in Table 2. In 2011 the gross profit margin was 40%.

Table 2: Profit/Loss Account for Rapid Call for year ending 30 April 2012 ($000s)

Sales 450
Cost of Sales 300
Gross Profit 150
Overheads 95
Net Profit 55

(a) The Marketing Director is thinking about changing the channel of distribution. Identify
and explain three factors that Rapid Call should consider when choosing a suitable
channel of distribution.
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36. M/J 12/P11/Q5/d

Favell is a woodworker. He is planning to set up his own woodworking business. He plans
to use marketing to help his business become established in the local area. Favell thinks
cash flow will be a problem because his business will have a lot of cash outflows. A friend
has suggested he prepares a cash flow forecast.

(a) Favell is looking at various methods of promotion for his business. Identify and explain
three suitable methods of promotion that Favell could use to attract customers.

Method 1:

-------------------------------------------------------------------------------------------------------------------------
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1. OIN 17/P12/Q1/e

(@)

Knowledge [1] — award 1 mark for identification of relevant points
(s)

Application [1] — award 1 mark for relevant reference made to this
business

Analysis [2] — award up to 2 marks for relevant development of
point(s)

Evaluation [2] —justified decision made as to whether FlyAway
should use only e-commerce.

Relevant points mightinclude:

«  Less labour OR rent needed [k] so reduced costs [an] which
lower break-even [app]

«  Will need more employees with technical skills [k] to run
website [app] which will add to recruitment costs [an]

«  Security issues e.g. risk of fraud OR hacking OR problems if
system does not work [K]

« Not everyone has access to internet or is willing to use internet
(k]

«  Cannot attract passing trade [k] without a shop [app]

«  Harder to stand out against competitors [k] as it isa
competitive market [app] so less able to attract potential
customers [an]

«  Most people prefer to buy via internet [K]

2. O/N17/P11/Q1/d,e

(a)

(b)

Knowledge [2 x 1] award one mark for one advantage and one disadvantage 6
Application [2 x 1] award one mark for each relevant reference to this business
Analysis [2 x 1] award one mark for each relevant explanation

Points might include:

Advantages: 3
» Recover costs quicker [k] as need to sell fewer than 300 [app] to pay ‘&@
development [an]

try out the new light [2pp]
«  Higher revenue per item[k]
« Break even at a lower output [k]

Disadvantages:
«  Put off some potential customers [K] leading to lo
+  Onlyworkin shortterm [k] as competitors could @/duce

Knowledge [1] — award 1 mark for identification
Application [1] —award 1 mark for relevant ref de to this business

Analysis [2] — award up to 2 marks for rele ppment of point(s)

Evaluation [2] — justified decision made as tow method ofpromotion Elia should use

poinis (s) 6
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Points might include:

* Option 2 is cheaper [k] as is $200 less than option 1[app] + [an]

* Ella can’t afford much advertising [k] as a new business [app] she can't afford a
website [an]

* Specialist magazine reaches the target market [K] for bicycle lights [app] therefore
likely to sell more [an]

*  Website may not be required [k] already has an order for 300[app]

3. MM 17/P12/Q2/e

(a) Knowledge [1]: award 1 mark for each relevant way(s) identified

Application [1]: award 1 mark for a relevant reference made to this
business

Analysis [2]: award up to 2 marks for relevant development of point(s)
Evaluation [2]: award up to 2 marks for justified decision made as to
which is the best option for LWM to choose. For second mark must
explain why choice made is better than the other option

Points might include:

o |ntroduce new products [k] as its main product accounts for 66% of
its sales [app + an)

o Lower prices [K] for its 15 different sizes [app] customers might want
cheaper products [an];

= Merge or takeover [k] with another tyre company [app] which would
increase its market share [an]

w Advertise OR use promotion [k] to raise awareness [an] of its tyres
[2pp)
« Keep costs low [k] so able to offer more competitive prices [an)]

« Keep improving existing products OR quality [k] allowing them to
stay ahead of the competition [an)

« Provide good customer service [k] so that customers want to keep
buying from them [an]
4. M 17/P11/Q3/e
(@) Knowledge [1] : award 1 mark for identification of relevant point (s) 6
Application [1] : award 1 mark if relevant reference made to this business
Analysis [2] :award up to 2 marks for relevant development of point(s)

Evaluation [2] : justified decision made as to whether WSS should use @\' &)
sponsorship or newspaper advertising as the main method of promotipf? %

Points might include: agk
Sponsorship ®

@

* Can target the intended market [k] attracting more custor@rsfor
G
@

the cakes [app]
* The business will be linked to the event sponsore
*  Actions of the sponsored person or group could geVsSS's

reputation [k] reducing sales [an] b
Newspaper advertising
* Can be seen by a lot of people [k] @ P

S

»  Falling readership of newspapers [k]
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5. OIN 16/P12/Q2/b,c,d
(a) Clear understanding [2]: price is set lower than competitor's prices [1] in order to be able 2

to enter a new market/launch a new product [+1]
Some understanding [1], e.g. set low prices

(b) Knowledge [2 x 1] — award 1 mark for each relevant advantage 4
Application [2 x 1] — award 1 mark for each explanation in context
Relevant points might include:
e Persuade/attract customers OR increase revenue/sales [k] to buy more food {app]
Build brand loyalty/good image [k] so keep buying from its shops [app]
Inform/raise awareness/become well known [K] for its toys [app]
Maintain market sharef/remain competitive [k] as in recession [app]
Remind existing customers [k] as sell such a wide range [app]
Able to target different customers/new market segment [k]

(c) Knowledge [2 x 1] —award 1 mark for a relevant advantage and 1 mark for relevant 6
disadvantage
Appiication [2 x 1] — award 1 mark if relevant reference made to this business

Analysis [2 x 1] — award 1 mark for each relevant explanation
Relevant points might include:

Advantages:

e Purchasing economies of scale/discounts for bulk buying [k] as buy for all its

shops [app] leading to lower average/unit costs [an]

» Quicker access to products [k] so can offer new products before rivals [an] leading to
higher sates of toys [app] OR which is important for food [app] to reduce
wastage/increase shelf life [an]

Build relationship with supplier [k] may give preferential delivery times [an]
Offer technical support [k]

Develop products specifically for business [k]

Cut out wholesaler profit {k]

s Manufacturer may pay for some of the advertising [k]

Disadvantages:
e More paperwork [K] as have a wide range of products [app] which takes
more time to complete [an]
Have to recruit more people [k]
Extra storage space needed/must purchase minimum quantity [k] increds
storage costs [an]
* Risk of wastage [k] NS
6. OIN 16/P11/Q3/c.d 37 @ng?
(a) Knowledge [2] - award 1 mark for each rale identified @ © 4
Application [2] — award 1 mark for each relevant reference g@isness

Relevant points might include:
* penetration pricing {k] as need to get people t h
price skimming [k] as it's a niche market
cost plus pricing [k] as likely to have lar
promotional pricing [k] >
competitive pricing [K] @:
psychological pricing [K]

o
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(b) Knowledge [2x 1]~ award 1 mark for each relevant role
Application [2 x 1] — award 1 mark if relevant reference made to this business
Analysis [2 x 1] — award 1 mark for each relevant explanation
Relevant points might include:
» List ingredients [k] as it's a food product [app] must state what it
contains to avoid legal action [an])
* Promotion/to attract customers [k] to buy[an] from the new business
[app]
o Inform [K] customers about its flavours [app] so people know what is
in its products [an]
« Protection/keep item fresh [k] so the sweets are not damaged [app]
otherwise products might be wasted [an}
o Boost brand image/impression of high quality {k] as it is a niche
market [app] which can help increase sales/revenue [an]
e Easier to store/transport [k]

7. OIN 16/P11/Q4/e
(a) Knowledge [1] — award 1 mark for identification of relevant points 6
Application [1] - award 1 mark if relevant reference made to DCP's business
Analysis [2] — award up to 2 marks for relevant development of point
Evaluation [2] - justified decision made as to whether charging a higher price
is the best way to increase profits
Relevant points might include:

* Revenue could increasefk] and if quantity and costs of the paint
[app] remain the same profit could increase [an]

» Demand may fall [k] as customers might choose rival products [an] in
this competitive market [app]

+ if demand is price inelastic [k] higher price will see a lower fall in
demand [an] therefore revenue will rise [an]

» business may be able to lower costs [k] therefore increasing profit
with current prices [an]

o It would reinforce the image [k] of high quality [app] customers might
be happy to pay it [an]

e depends on actions of competitors [K]

8. M/J 16/P11/Q1/c,d,e

(a) Knowledge [2] - identification of relevant points,

Application [2] —~ award up to 2 marks for relevant explanation in context ofE

Relevant points might include: @ Q&

« Lowerrevenue [K] as demand is price inelastic [app] the additiorfa yew@(ie will not
make up for the reduction in price of phones [app]

e Could attract more customers [k] increasing sales beyond 80 l 0 Qpp]
» Damage their image [k] leading to a reduction in custogeyo app]
id

¢  Profit margin will fall [k].

(b) Knowledge [2 x 1] — award 1 mark for each relevant
Application [2 x 1] — award 1 mark if relevant refe %ﬁ
Analysis [2 x 1] — award 1 mark for each releva
incfude: :
* Boost sales [k] as existing customers a new phone [an] [app]

o Increase market share [k] by attracting cu ers away from competitor [an] as this is
a competitive market fapp]

+ Able to increase prices [k] as new technical features [app] can lead to greater
customer interest [an]

fied [max 2]. 6
to EDGE's business.
pl ion. Relevant points might
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« Create additional consumer interest [k] as better range/more up-to-date products
available {an)
» Improve E's standing/profile in market [k] as seen as able to respond to market
change [an} which can help maintain consumer loyalty [app]
s Spreading the risk [k] so if product Z doesn't sell [app] others can help make up the
shortfall in sales [an]
» Need to replace old products [k] as Z is at end of product life cycle [app] this could
help business survival [an]
s Keep up to date with competitors [k].
(c) Knowledge [1] — award 1 mark for identification of relevant strategy/point(s). 6
Application [1} — award 1 mark if relevant reference made to EDGE's business.
Analysis [2] — award up to 2 marks for relevant development of poini(s).
Evaluation [2] - justified decision made as to which option it should choose. Relevant
points might include:
introduce new features/new versions [k]
Look for new target markets [k]
Rebrand [k] to appeal to new market segments [an]
Re-packaging [k]
Create new uses [Kk].
9. O/N 15/P11/Q2/d

(a) Knowledge [2 x 1] — identification of relevant factor [max 2] [6]
Application [2 x 1] — award 1 mark for each way if relevant reference made to this business
Analysis [2 x 1] — award 1 mark for each relevant explanation
Relevant points might include:

« Stage in product life cycle [k] if some foods are in decline [app] few people are likely to
be buying them anyway [an])

« Availability of substitutes/competition [K] if many breakfast cereals [app] so might not be
cost effective to keep making it [an]}

s Cost of producing each product [k] as worried about financial performance [app] might
want to stop making expensive items [an]

» Current level of sales/popularity/demand [k] as profits falling {app] need to remove the
least popular lines [an]

e Not suit current season [K]

Application marks may be awarded for appropriate use of the following: calculatiogsluse of

numbers, food, cereal, ice cream, factories, 80 to 10 products, reduce profit, finat 4@

performance. \-'\
10. O/N 15/P11/Q3/d &> O
(a) Knowledge [2 x 1] - identification of relevant point [max 2] '._'\\(/ ag [6]
Application [2 x 1] — award 1 mark for each way if relevant referencidr a&éﬂé Grimshaw's
business <
Analysis [2 x 1] — award 1 mark for each relevant explanation @ &
Relevant points might include: ‘.

e gain competitive advantage [k] to target other pho & p] s0 increasing their
sales [an]
e Keep customers [k] in a competitive market [a
spread risk [K] so if demand for one model f; apgit
» expanding into new markets/market se@
as targeting more customers fan]
e can charge a higher price [k]
Note: economies of scale alone is too vague unless it is appropriately explained
Application marks may be awarded for appropriate use of the following: mobile phones,
market share, mass market, factory, new model, multinational, technology.

hey have new ones to rely on [an)]
(7 .
s [kJso able to increase market share [app]
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11. MIJ 15/P12/Q3/c

(a)

Knowledge [2 x 1] ~ identification of suitable method [max 2] [4)

Appiication [2 x 1] ~ award 1 mark for each relevant explanation in context of this business

(e.g. show how or why it might be used)

Points might include:

» Free gifts / samples [k] give customers small bottles of shampoo to try [app]

*  Demonstrations [k] let people watch whilst she shows possible styles on people’s hair
[app]

* Loyalty cards [k] e.g. customers get a free haircut if they visit a set number of times [app]

*  Advertising (allow only once) [k] e.g. local paper / radio / television / leaflets to let
potential customers know about her new business [app]

*  Sponsorship / public relations [k]

»  Competitions [k] customers will book appointments to have a chance of winning prizes
[app]

Application marks may be awarded for appropriate use of the following: appointments,

shampoo, haircuts, new business

12. O/N 14/P11/Q1/d

(a)

13. MIJ
(@)

Knowledge [2 x 1] — award 1 mark for each method identified.
Application [2 x 1] — award 1 mark if relevant reference made to Lu’s business,

Analysis [2 x 1] - award 1 mark for each relevant explanation {e.g. how it would help
increase sales),

Relevant points might include:

* advertising (allow only once) e.g. leaflets/posters [k] showing pictures of their food [app]
which raise awareness of business [an]

* Point of sales displays [k] as attracts attention of customers [an]

» Samples [k] as people are able to taste the products [app] and if liked more willing to buy
[an]

* money off incentives (allow only once) e.g. promotional pricing or buy one get one free
[k] which will encourage them to come into the shop [app] and buy the product [an]

¢ Attending fairs [k] such as wedding events [app] which will gain Lu new customers

publicity / sponsorship [k] loyalty card [k] personal selling [k}

»  Competitions [k] people will buy a wedding cake from Lu [app] to have a better chance of
winning the prizes [an).

(6]

N
Specific examples of promotion are required so do not accept above and Boid line
promotion or forms of media alone e.g. newspapers, as these are no $pe i ethods.
Two distinct examples of application required for the 2 app marks. NGO, él;
14/P12/Q1/b ©
Application {2 x 1] award one mark per factor. @

Factors could include: lower prices OR price prom
change location of shops, offer sales promotionsli?

(2]
jiBrove quality of goods sold,
advertising, increase quality of

service offered, offer free delivery, click and collec enid hours, free/extended warranty.
Accept any reasonable answer, Accept adverti," onlonce

Do not accept references to production, as ¢ e ailer.

Do not accept promotion on own [TV] or market ge€earch.
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14. M/J 14/P12/Q2/d
(a) Knowledge [2 x 1] - award 1 mark for each relevant element identified. [6]
Application [2 x 1] — award 1 mark if relevant reference made to Cutter.
Analysis {2 x 1}~ award 1 mark for each relevant explanation.
For each reason; maximum 3 marks [1k + 1ap + 1an].

Relevant points might include:

« Price/premium pricing/price skimming [k] as luxury brand {app] or competitive pricing (to
be able to compete with rivals) or promotional pricing (to encourage increase in sales
revenue)

o Product/branding [k] so able to maintain a quality image [app] which helps retain
consumer loyalty [an]

« Promotionfuse of celebrity endorsement [k], the right choice of magazines {k] which
reinforces the image of a high quality product [app]

« Place - only allow coats to be sold in selective stores [k] to maintain luxury image [app]
which could allow them to justify charging high prices [an]

Do not accept packaging on its own due to nature of the product [iv].
Accept only one example from each category.
15. M/J 14/P12/Q3/d
(a) Knowledge [2 x 1] —award 1 mark for each relevant strategy identified. [6]
Application [2 x 1] — award 1 mark if relevant reference made to SENG's business/cameras.
Analysis [2 x 1] - award 1 mark for each relevant explanation.
Eor each reason; maximum 3 marks [1k + 1ap + 1an].
Relevant points might include:
e Add new features/version
« Change colour of camera to suit popular tastes
« Update image with new packaging
« Target new markets or market segments
Accept practical examples.
Do not accept general marketing strategies such as advertising or lower prices on own OR
new products.

16. M/J 14/P12/Q4/d

(a) Knowledge [2 x 1] — award 1 mark for each relevant benefit identified. {6}

Application [2 x 1] —award 1 mark if relevant reference made to RU air.
Analysis [2 * 1] — award 1 mark for each relevant explanation.

For each reason: maximum 3 marks [1k + 1ap + 1an]

Relevant points might include: O

» Improved communication [k] as ability to have email/phones me fine employees
[app] are in contact so able to respond to customer requests jok é)

« Increases public awarenessfadvertise (K] (@)

« Reinforces image [k] as a leading airline [app] custome@
website these days [an]

« Increased sales potential [k] as allows customers
book flights [app]

e Lower marketing costs [k] as can advertise sfZs/new destinations [app] quickly
without having to reprint brochures [an] &

e Lower fixed costs [k] as do not need/
centres [app]

e Can sell/advertise to people around the wo!
fan]

Note: Points must be advantages to business, not customers.

id [k} which increases their potential market
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17. M/J 14/P12/Q5/e

(a) Knowledge [2] — award 1 mark for identification of relevant issue(s). [6]
Application [1] — award 1 mark if relevant reference made to Anyshade.
Analysis [1] — award 1 mark for relevant development of point(s).
Evaluation [2] - justified decision made as to whether low prices are the best way for
Anyshade to increase sales.

Relevant points might include:

* Low prices could make Anyshade more competitive [k] as paint [app] is cheaper than
competitors so could increase volume of sales [an] but there is no guarantee that sales
will increase {eval]

» Competitors reaction might lead to a price war which could result in fewer sales [k] if rivals
offer better promotions [an]

« Price might not be reason why buy [k] as known for quality [app] so lower price might be
seen as lower quality so fewer people want to buy [an)

+ The business does not know why people buy paint [k] so lower prices might not affect its
sales revenue [an]

* |t depends on the price elasticity of demand
» Awareness of other issues affecting sales such as promotion, place could be discussed

Note: If candidate takes the view that reducing prices is not the best strategy, explains
alternative strategies but does NOT discuss the advantages and/or disadvantages of
reducing prices then max of 4 marks (with no marks for evaluation).

18. M/J 14/P11/Q1/e
(a) Knowledge [2] - award up to 2 marks for identification of relevant points {e.g. advantages or
disadvantages of either method) [6]
Application [1] — award 1 mark if relevant reference made to Ancuk’s business
Analysis [1] — award 1 mark for relevant development of point(s)
Evaluation [2] — justified decision made as to which of the two methods would be most
appropriate for Anouk to use.

Points include:

Advertising in local papers:

» Low cost [K] so she will be able to afford this [an] in her $50 budget [app]

*  Would widen her target audience [k] as many people read newspapers [an]

» Not everyone reads newspapers [k] so her target audience might not be
business [an] 4%©

* Repeat adverts can be expensive [k]. Using up the marketing budget {ApS @0;

leaflets: )

» Easy to distribute to lots of people [k] could widen her possit
increase her sales revenue above $3000 [app] ©

e Can be kept for reference [k] for when people want to bu(;;}@gs @b bracelets as presents

[app]
»  Can be colourful [k} which will attract people’s atter%’gﬁ N
+ People might see them as junk [k] so throw ther% Al

Note: For 6 marks there must be a justified decisi ‘é
@

o
yy

gware of her

ce [an] to help
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19. M/J 14/P11/Q3/d

(a)

Knowledge [2 x 1] — award 1 mark for each relevant reason [6]
Application [2 x 1] — award 1 mark for each relevant reference to HPT

Analysis [2 x 1] — award 1 mark for each relevant explanation

For each reason maximum 3 marks {1k + 1app + 1an].

Relevant points might include:

s Protection [K] as (frozen) food could be easily damaged / perish [app]

« Inform [K] could include nutritional information on labels or how to cook the food [app]

» Promotion [K] attractive wrappings could encourage people to buy the food to taste [app]
[ ]

Style or colour of packaging could help boost brand image [k] as it could help products
stand out on the shelves [app]

o Easier to store [k].
Note: Do not accept HPT/Frozen food alone as application.

20. O/N 13/P12/Q2

(@)

(b)

()

(d)

Knowledge [2 x 1] one mark per aim [2]
Aims could include:

» inform or introduce new products to market

e persuade or increase sales

» create brand imagefimprove company's image

« to compete with competitors’ products

Do not accept if just say ‘promotion’ as this is one of 4Ps

Application [2 x 1] one mark per method (2}
Pricing methods could include
» penetration pricing
promotional pricing
» competitive pricing
+ cost plus pricing
psychological pricing
Do not accept skimming for this business
Knowledge [2 x 1] — award 1 mark per reason [4]
Application [2 x 1] — award 1 mark for each relevant explanation i.e. show how or why it is
likely to affect demand for Party Pops products
Reasons might include:
» Plenty of substitutes/competition exists/no brand loyalty [k] if price goes up, cgstomers will
choose a lower priced rival [app] . @C A

o Product is non-essential [k] so don’t have to buy it [app] AN Q")
Knowledge [2 x 1] — award 1 mark for each method identified [max 0@ ‘Q@
Application [2 x 1] — award 1 mark if relevant reference made to Ray %

! h
&

Analysis [2 x 1] — award 1 mark for each relevant explanatiofhi

used boosts sales

Promotions include @

« BOGOF/special offers [k] e.g. buy a cake get 5 ba@ pe [app] attract customers to
buy as get more when buy certain product [an} 3

« Promotional pricing (must indicate short term pei

their products [an]

Sponsorship/public relations [K] improves ths g&-of the business [an]

Point of sales displays [K] as attracts atteﬁ’gt

Gifts [K] increases the attractiveness of the pgoduct [an]

Trade shows/events [k] reaching a wider target market [an]

» Competitions {k] people will buy the party items from Party Pops [app] to have a chance of
winning the prizes [an]

[6]

ow the method
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(e} Knowledge/Application [2 x 1] — award 1 mark for each relevant issue identified [6
Analysis [2] — award up to 2 marks for relevant explanation (i.e. how or why it might be
an issue)

Evaluation [2] reasoned judgement made as to whether PP should only sell on the internet

Points for internet might include

* Increase the geographical market [k] as it gives them access to customers not in reach of

their shops [an}

Access a new range of customers [k] able to attract a wider target market [an]

Able to reduce prices by cutting out middle men [k] so improve margins [an]

Make it easier for customers to buy [k] which would increase sales [an]

Reduce costs of employees and rent for shops [k] so lower expenses [an]

Points against internet include

* Internet buying is not for everyone [k] so could iose current as well as potential customers
[an]

* Security issues e.g. risk of fraud [k} so discourages customers who do not trust system
[an]

» Not everyone has access to internet [k] so loss of potential/current customers fan]

» Distribution costs e.g. PP might have to cover costs of postage [k] which would increase
its variable costs [an]

* Increased competition from online retailers around the world [k] which would limit possibie
sales [an]

Note: points must relate to business not consumers

Developed example:

Party pops is able to access more customers [k] so able to increase sales [an). They won't

have to pay the costs of rent [k]. However customers might prefer to see the products before

they buy which they can't do [k] which would discourage sales [an]. The products must be

delivered [k] which might be difficult as customers live far away [an). Party pops might want

to sell on the internet, to reach a larger market but shouldn't stop using shops especially as

they are used to selling in shops as they would lose those customers who won't buy off the

internet [eval] and the threat of competition could see sales fall even more fevall.

21. O/N 13/P12/Q3/e

(a) Knowledge/application [2] — award 1 mark for each relevant issue identified [max 2]
Analysis [2] - explain how or why it might be an issue. Accept calculation of relevant figures
as analysis
Evaluation [2] - reasoned judgement made as to whether change in price
Harry's business i

®
@ A
Points might include: é}}
u

benefit

* Pizzas more affordable [k] so will resuit in more demand [an] R

I product is price elastic [k] there should be a greater increase insaje %ﬁ]

* Reduce profit margin per sale [k] which would increase brea@@n/@@ t [an] by 450 [an]
 Cutin profit [k] to $300 [an] if sales do not rise [an) ; o

» Size of market [k] e.g. large city so possible to see an in se fi tustomers [app]

People might prefer other types of food [k] so a fall i e t not see a rise in sales/as
brand loyal to other companies [an]
» Reaction of competition [k] if other companies
might remain samef/fall depending on their prigeht
» The capacity level of the business [k] as mig
[an]

nd to cutting prices [an] so sales

e able to produce enough extra pizzas

* Loss of image [k] as people think cheaper fodd means inferior quality [an]



Developed Example:

The price cut should increase number of customers. [k] However contribution margin is
reduced to $2 from $3 [an]. If sales volume does not prove price elastic [K] the business will
be financiaily worse off [ev]. Current break-even is 900 units per week [sales 1500] [an] so
total profit is 600 @ $3 = $1800. With new prices B/E would be 1350 units so sales would
need to rise to 2250 for the level of profits to be the same [an]. Such an increase is unlikely
to happen [eval] so price reduction not advisable. [eval]

Knowledge/application [2] - identification of relevant issues

Analysis [2] — award up to 2 marks for explanations which explain how or why it might be an
issue. Accept calculation of relevant figures as analysis but this is not essential.

Evaluation [2] — reasoned judgement made as to whether the change in price will benefit
this business.

Points might include:

» Reduce profit margin per sale [k] which would increase break-even output [an]j by 5000
per month {an]
Potential loss [Kk] of £1000 profit per month [an] if sales do not rise[an]

o Lower price should increase volume of sales [k] as better able to compete with other
products [an]

» If product is price elastic [k] there should be a greater increase in sales [an]

e Cheaper price might suggest inferior quality [k] therefore less sales [an]

« May lead to a price war [k] as competitors may respond by cutting their prices [an]

Note — 1 knowledge point that is very well developed could gain 3 marks
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(b} Knowledge/application [2] — identification of relevant issues

Analysis [2] - Explanation as to why the factor is important

Evaluation 2] - reasoned judgement made as to whether price is the most important part of
the marketing mix for holidays. This might involve considering whether one element is more
important than another.

For six marks there must be some reference to whether price is the most important factor.
Points might include:

s Price can help attract consumer [k]

* Price is only one element of the marketing mix [k]

» If the holiday does not appeal to customers [k] no-one would buy the holiday [an]

» Identification of other elements of the marketing mix [k]

Developed answer:

Price helps to attract consumers [k]. If the price is too high customers may go to a competitor
[an]. However, even if a holiday is cheap if the destination is unappealing [k] it will not sell
[an]. So price is an important element but not the only factor fev]. The most important factor
depends upon the personal situation of the customer [ev],

24, O/N 13/P11/Q5/d

(a)

25. M/J 13/P121Q1/b
(a) Application [2] — e.g. Correct answer [2] = $5.2m or $5 200 000

Do not credit $1.2m which is a calculation of mark up and d swer the question set
26. M/J 13/P12/Q2/b,d,e

Knowledge [3 x 1] — award 1 mark for each method identified [6]

Application/analysis [3 * 1] — award 1 mark for each relevant explanation (i.e. show how
the methods identified help increase sales.

Peints might include:

Advertising more widely [k] would increase consumer awareness [an]

Sponsorship [k] improves the image of the business [an]

Merchandising [K] increases the attractiveness of the product/service [an]

Trade shows/events [k] reaching a wider target market [an]

Public relations [k] improving the image {an]

Promotional pricing {must indicate short term price cuts) [k] to encourage cusiomers to

try your product/service [an]

« BOGOF/special offers [K] attract the customers to buy {an] as they feel they are gaining
more [an]

e  Gifts [k] increases the value of the product to the customer [an]

» Competitions [k] encourages to buy more frequently [an] to have a chance of winning
[an]

Note — Accept examples of each bullet point once only.

Method [1] - e.g. Price = Total cost + % profit [1] OR $4m + ($4m Y ﬁx‘h
Note: $ sign not required but answer must be in millions or con@gt nufpiber of 000s

{a) Knowledge [2] - 1 mark per stage: [2]
Stages: development, introduction or launch, gro %a ueity, saturation, decline
{b) Knowledge [3 x 1] — award 1 mark for identification of gfoblems 6]
(7

Application/analysis/[3 x 1] — award 1 m
be a problem for B&G)

Points might include:
« no guarantee that customers will like the new product [k] so it could waste time and
resources [an]

relevant explanation {i.e. how it might
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27. M/J 13/P12/Q4/d

(a)
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» reaction of competitors e.g. can gain market share whilst develop [k] OR might
introduce rival products [k] so additional expense of advertising new product to atiract/
interest customers [an]

« labour issues e.g. additional training for workers [K]

o finance issues e.g. invest in new machinery to manufaciure products [k} but it might
be difficult to arrange additional finance [an]
marketing costs e.g. additional cost of market research [k}/advertising costs (k]

« production issues e.g. is there sufficient capacity within factory [k]/technical problems
in development/manufacturing could delay launch

e availability of suitable materials [k] which they might have to buy overseas which
increases transport costs [an]

Note: do not allow ‘will increase costs’ as development for each problem if not developed further

Knowledge [2 x 1] — award 1 mark for identification of strategies

Analysis/application [2] — award 1 mark for each relevant explanation (e.g. explain how the
method would work

Evaluation [2] - justified decision as to which strategy B&G should use
Note: For 6 marks must explain why chosen method is the better option

Options could include:

Extension strategies falt into four basic types:

s add new features [k] so more attractive to existing/new customers [an]

e create new uses for these products [k]

« sell to new target markets/segments [k} to widen customer base [an]

« rebranding by creating a different image and so appealing to new market segments

Practical answers might include:

e sell through more or different outlets [k] so available to new customers in different parts
of country [an) OR export to different countries

+ introduce small changes to product design e.g. new formula for the shampoo [app] OR
change colour or packaging [k] so seems like a new product/release limited edition’ [K]

Do not accept general marketing methods such as price cut or increase advertising on its
own unless specifically linked to an extension strategy

Do not accept increase quality unless linked to an extension strategy

Knowledge [2 x 1] — award 1 mark for identification of problem o@ _
%
o

Application [2 x 1] — award 1 mark for each relevant reference to V
Analysis [2 x 1] — award 1 mark for each relevant explanation (i.e %%@ﬂb w or why it could
cause a problem) ©

Points might include: @
s online provider could have lower costs (e.g. re affpf

shops so able to charge cheaper prices [k]
e online could offer a better range (k] of booki
meet customer needs [an]
« online booksellers able to offer 24 hougZzhopging [k] so customer has more flexibility
as to when to buy [an] so don't have to Wait ugf
+ online rivals able to attract customers ffom around the world [k] so have larger
customer base [an]/due to cheaper advertising online
e increased competition [k] as not just competing against local booksellers but
international ones so sales fall [app]
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28. M/J 13/P11/Q1/bd

(a)

(b)

Correct answer [2] Method [1] [2]

Price = cost + mark up [1] ($30 000 x 40%) + 30 000 [1] = $42 000 [2]
Note: $ not required

Do not credit $12 000 (the calculation of mark up) as it does not answer the question set

Knowledge/ application [3 x 1] — identification of relevant method
Analysis [3 x 1] — explain how method might work to improve sales

Methods could include:

lower price [k] so more people can afford to buy [an]

enter new markets [k] to attract new customers [an]

improve quality of product, e.g. train workers [k] to encourage interest [an]

widen range of sizes [Kk] offer smaller structures to attract different customers [an]
promotions, e.g. free carpets/curtains [k] therefore more people would be willing to buy
advertise [k] to raise awareness [an)

demonstrations at trade fairs [k] so potential customers can see the products and able
to ask questions [an]

¢ choose |ocations where demand is high [k]

[l

Note: Do not accept any answer that could not be related to construction, e.g. packaging

29. M/J 13/P11/Q2/e

(a)

Knowledge [2] — knowledge of price/identification of issues [6]

Application/analysis [2] — for development of points to explain how or why the profits are
affected

Evaluation [2] - justified decision made as to whether increased prices will lead to higher
profits

Points might include:

+ demand might fall [k] because of price elasticity [an]

e brand loyalty [k] may mean people willing to pay [an] customers seem relatively loyal as
market share constant [ap]

e depends on the amount of price rise [k]

s |evel of competition [k] higher prices could see customers switch to lower priced rivals
[an]

e impact depends upon their monopoly power/market share

If the soap was of high quality [k] and the target customers were high in en [k] then

increasing the price would attract them {an] and make them think th 56 high quality

[an]. So in this case increasing the price will increase the profits [e&/ aﬁ the higher price

will match the image [ev] @

Do not credit answers which discuss factors affecting profits i@energ-‘ravith no link to prices

30. M/J 13/P11/Q3/a

(a)

egpfduct right [1] and then tries

(2]

Clear understanding [2] Business that focuses on maki
to find customers to buy it [+1] (@

Some understanding [1] e.g. no market research d

Firm concentrates upon quality or design of
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31. O/N 12/P12/Q1

(@)
(b)

()

(d)

()

Knowledge [2x1] — 1 mark per answer. 2]
Stage Il Growth [1] Stage |ll Maturity or saturation [1].

Clear understanding [2] e.g. the price is based on the cost of making a product {1] and the
addition of a fixed percentage for profitymark up [+1]. [2]
Some understanding [1] e.g. Basic idea that price is related to cost.

Some understanding + example [2].

Knowledge [2x1] — award 1 mark per advantage. [4]

Application/analysis [2x1] — award 1 mark for each relevant explanation (i.e. show how it is

an advantage to KE).

Advantages could include:

» greater awareness of consumer needs [k] so can adapt (electrical) products to match what
customers want [app]

« able to forecast likely future trends {k] so can improve focus of new product development
[app]

« appreciate the strength of competitors [k] so can change marketing strategy to compete
better [an)/greater knowledge of consumers views of company productsfimage [an]

« reduces risks/products launched with more confidence [k] as know market requirements
[an]

« help KE gain competitive advantage [k] as able to set effective pricing/promotion strategy
[an]

e produce the correct amount of product [k] to avoid wastage of parts [app]

» helps set price [k].

Knowledge [3x1] — award 1 mark per benefit. [6]

Apptlication/analysis [3x1] — award 1 mark for each relevant explanation (i.e. show how

create advantages to KE).

New products should:

» boost sales OR increase market share [k] as wider range of/more customers can be
targeted [an]

¢ able to increase prices [k] as new product might have unique features [an]

o create additional consumer interest in the company [k] as better range/more up-to-date
products available [an]

» increase brand loyalty OR Improve KE's standing/profile in the market [k] as seen as able
to respond to market change [an]

» diversification [k)/Spread business risk [k] so if one product doesn't sell, otherssni

» needed to replace products in decline stage of life cycle [k] this sh @ helfybusiness

survival [an].
Do not accept extend product life cycle (as it is a new product).
Knowledge [2] Identification of issues. é?ﬁly [6]
Application/analysis [2] — develops the point to explain howzp »&@ ssue needs to be

sales turnover.
Points might include:

s price reduction should increase the volume of s ]
+ demand for product [k] OR demand is price i st' ] so sales will rise by less than %
A

change in price [an)/so should increase i ¥ ‘rease turnover [an)/cut will decrease

considered
Evaluation [2] reasoned judgement made as to whethew e@ s will help KG increase

revenue

» reaction/level of competition [k] :

« lower price might suggest lower quality [k] so customers might not want to buy ‘inferior’
product [an]

« other factors affect sales e.g. promotion, place.
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32. O/N 12/P11/Q1/d,e

(a) Knowledge [2 x 1] — award 1 mark per reason [6]
Application [2 x 1]
Analysis [2 x 1]

Companies sponsor football clubs for a variety of reasons:

Means of advertising and increasing exposure

Improve own brand image

Supporting the local community

Ego trip for Chairman

Link name of company to well known brand [football club]

Explanation will show how sponsorship helps achieve these factors. Answer must be in
context for full marks.

(b) Knowledge [2] - identification of relevant factors [6]
Application/analysis [2)
Evaluation [2]
Content: A reduction in ticket prices means that the ‘product’ is cheaper and hence more
affordable (k). This should increase the demand for tickets. Thus revenue should increase
(an). However this depends on the price elasticity of demand for tickets (an) {(use of technical
language not required). if people are not attending the matches because of reasons like the
teamn is always losing/playing unattractive football (k) then the price fall might not have much
of an impact (an). Thus price is NOT the reason for the falling demand (ev). Indeed the
revenue could be reduced if prices are reduced (ev). Total revenue is the outcome of volume
sales times unit price (k).
The analysis does NOT need to be in context to be rewarded. Thus answer could refer to
things like product and price rather than simply applied to a football context,

33. M/J 12/P12/Q3/e
(a) Knowledge [2]: — general discussion of role of product/identifies relevant issues. (6]

Analysis [2]: - Explains why the issue needs to be considered.
Evaluation [2]: - judgement made as to importance of product in HTB's marketing mix.
For two evaluation marks, the answer must be clearly in the context of this business.

Points include;

e product is what consumers buy [k] If the product is not what consumers want, they will
not buy it [an]

= price, promotion and place also have important role [k] = é@
» having the right pricing strategy is important [k] as it is a competitive - 4 ]
» promoting the products can attract customers [k] which can help %c‘gea les [an]
» the product must also be sold in the right places [k]. @' @9}
34. MIJ 12/P11/Q2/b @ ®©

(a) Knowiedge [2 x 1]: one mark per factor. [2}
Factors inciude: @
e seasonal - coats not worn in summer, or increase i =
fashion
availability or price of substitutes
price of complementary goods
increase in income @
price of coat
competition
increase in population
advertising.
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35. M/J 12/P11/Q4/d
(a) Knowledge [3 x 1]: award 1 mark per relevant factor. [6}

Analysis/application [3 x 1]: award 1 mark for each relevant explanation {i.e. explain how
or why it is an issue for Rapid Call).

Factors include:

where it is to be sold

cost of transport

type of product

level of demand

amount of control required by company
size of company

costs of storage [storage alone 0]
speed

location/profile of customers.

Do not award analysis/application marks for points which clearly cannot be applied to a
mobile phone manufacturer e.g. perishable.

36. M/J 12/P11/Q5/d

(a)

Knowledge [3 x 1): award 1 mark per relevant method. [6]

Analysis/application [3 x 1): award 1 mark for each relevant explanation (i.e. shows how or
why it is a suitable method for Favell to use).

Methods include:

leaflets

posters

adverts in the local paper or local radio or internet
advertising on side of vehicle that he wishes to buy
discount/promotional pricing

sponsorship

warranty or after sale services

competitions

demonstrations

public relations

BOGOFF

free sample/gifts.

Do not award analysis/application marks for points which clearly cann Obecapplied to a
woodworking business.
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3.4: Marketing Strategy

1. O/N 17/P11/Q3/e

GDC is a transport delivery business in country Z. It operates in a competitive market. GDC has
5000 employees and 1000 delivery vehicles. GDC’s organisationat structure has many tevels of
hierarchy with a long chain of command. The managers use an autocratic leadership style. Last
year GDC delivered 2 billion parcels for businesses. The Managing Director said: ‘Having a good
reputation is important. We have also benefited from economies of scale’. GDC wants to expand
its operations to another country, but cannot decide the best way to do this.

(a) Recommend the most suitable way for Transport Delivery Business to expand its business to
another country. Justify your answer.

...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................

------------------------------------------------------------------------------------------------------------------------------

2. MlJ 17/P11/Q1/c

QCH is a multinational company which makes a range of luxury cars it made a profit of
$700m. One of QCH's objectives is to enter new markets. QCH art producing cars in
country C, a fast growing economy. The Finance Director said: * g cystomer needs is important.
We could form a joint venture or set up our own factory. B ti will be expensive, costing
$800m. | think QCH’s expansion into country C could be gbad f her businesses there.’
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(a) ldentify and explain two reasons why multinational company might want to enter new markets.

REBASON 1 anneeeeeicereeeseesssessstsssersnsrssssssssensssnssssssosssssssssessssesssssnsennssnssbnbbssassssnsesssssanssssnsssasss

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

3. O/N 16/P12/Q2/a

$LAND sells a wide range of products from food to toys. It has 400 shops in country B. SLAND's
marketing strategy is based on penetration pricing. SLAND does no advertising and buys all its
products directly from manufacturers. Revenue and profit have increased despite the country being
in recession. The Marketing Director wants to expand the business by opening shops in other
countries. He believes $LAND will be successful in other countries.

(a) What is meant by ‘marketing strategy'?

-------------------------------------------------------------------------------------------------------------------------------------------
-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

........................................................................................................................................... (21
4. O/N 15/P11/Q3le

Grimshaw manufactures mobile (cell) phones for the mass market. Last year its t share
increased by 3%. The Managing Director is planning to set up a new factory in ¢ supply
the mobile phone market in that country for the first time. Grimshaw plans to 2 model of
mobile phone. The Managing Director has asked for market research to b (dan said: ‘As a
multinational, we can set up a new factory anywhere; | want to know wk églgGovernment of
country T will offer us any help to build our factory there. ®
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...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................

---------------------------------------------------------------------------------------------------------------------------------------------------

5. M/J 15/P12/Q2/d

Alkin is a multinational company. It manufactures breakfast food products including many leading
brands of cereal. Alkin plans to start selling in country Z, which is a fast-growing market. Alkin
plans to form a joint venture with a local business, based in country Z. ‘Effective communication
will be important to our success but | think there are many advantages in expanding this way' said
Alkin’s Managing Director. The Government of country Z is worried about the effect of multinational
companies like Alkin on consumers.

(a) Identify and explain two advantages to Alkin of using a joint venture to expand into country Z.
AGVANTAGE 11 ...ttt sass st s sae s s sesse e snsnsssssentomesre e e sesseeese ss s e eeeen e

---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------
------------------------------------------------------------------------------------------------------------------------------

--------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------

----------------------------------------------------------------------------
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6. M/J 15/P12/Q4/a

A2Z is a small but successful airline company in country B, providing flights for business people.
The management of A2Z wants the business to expand. It will have to buy more aeroplanes and
recruit more airline pilots. The Human Resources manager has produced a job description for
the pilots. She is now ready to advertise for the new pilots. She believes the best way for A2Z to
motivate its pilots is to use financial rewards.

(a) |dentify two possible reasons why A2Z might want to expand.

BREASON T2 vvereeverereseaeessrareressssrosssesssssestasssossesssssnassessnesssssessnesesstshatsvorstuasssssssenssnsnedasssssnssssssansosss

---------------------------------------------------------------------------------------------------------------------------------------------------

7. O/N 14/P11/Q3/d

Natural Care is a company that makes soap. The business always acts in an ethical way. It foliows
fair trade principles by paying fair prices to its suppliers. It uses a cost plus pricing method when
selling its products. Table 2 gives data about the company's sales of soap and its share of the
national market for soap.

Table 2
Natural Care Market share of
Year sales ($m) Natural Care {%)
2012 40 10
2014 44 7

The Marketing Director of Natural Care wants to introduce a new competitive pricing strategy to
help regain market share. She also wants the Board of Directors to think about changing its ethical

policy.

---------------------------------------------------------------------------------------------------------

----------------------------------------------------------------------------------------

---------------------------------------------------------------------------------
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---------------------------------------------------------------------------------------------------------------------------------------
---------------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------
---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

8. M/J 14/P11/Q1/c

Anouk is a sole trader. She designs and makes jewellery at home, using hired (rented) equipment.
Anouk enjoys selling the jewellery at local markets. Last year her sales revenue increased by $500
to $3000. She plans to use $50 for a marketing budget. Anouk would like to do some primary
market research when she has time. Anouk thinks she should have a business partner,

(a) Identify and expiain two possible advantages for Anouk of hiring equipment.

Advantage 1:

.............................................................................................................................
...................................................................................................................................................
..............................................................................................................................
...................................................................................................................................................
.............................................................................................................................
...................................................................................................................................................

------------------------------------------------------------------------------------------------------------------------------

9. M/J 14/P11/Q2/e

Keypeople is a recruitment agency which only operates in one small to o‘ Cogntry Z. Its owner,
Rachel, and her two employees know that good customer service is i an chel would like to
rvic§s to other businesses,

expand her business. Keypeople offers a variety of human resource

such as recruiting employees and preparing employment contr. @Fll has been asked by a
local manufacturing business to recruit a senior manager. @

(a) Do you think Rachel should expand Keypeople? JUS'{@I r af

-----------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------
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...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................

---------------------------------------------------------------------------------------------------------------------------------------------------

10. M/J 14/P11/Q4/d
The economy of country U is in recession. The Government has cut interest rates to attract
businesses to set up in country U. JWR is a large multinational energy company. JWR may decide
to open a power station in country U. The Government thinks that opening a new power station will
create many external benefits. Some pressure groups do not want companies like JWR operating
in their country.

(a) Identify and explain two external benefits as a result of opening a new power station in
country U,

EXtrnal BENEIIE 11 cicciersreeserereeesseerseressasssassasstssesssnesstrasssssssssanssasasss sssmsssnsabtsessssassssasssasisissssasessse




12. M/J 13/P12/Q5/d

Business Studies O-Level P-1 Workbook 229 3.4: Markeling strategy

Read & Wirite Publications

11. O/N 13/P11/Q4/e
Table 2 gives data about the economy of country C.
Table 2
National income
Year per person ($) inflation (%) Unemployment (%)
2010 650 5 10
2011 640 3 12
2012 600 1.5 18

The economy of country C is in recession. The Government wants to create more jobs by
encouraging more businesses to start up. However some pressure groups are against this
because they think that more businesses will cause more external (social) costs.

(@) Do you think that new start-up businesses can be successful in country C? Justify your
answer.

..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................

------------------------------------------------------------------------------------------------------------------------------------------

ANZ is a large multinational company which manufactures aeropla N h is an
important objective for the company. ANZ wants to start producing ip for the first
time. The new factory will operate for 24 hours a day. A pressure gro in @untry P believes

that all business activity is bad for the environment. It wants th ent to do more to
X - @,
control business activity. "
Z'g

O
(a) Identify and explain three advantages for country P 2decision to open a new
factory.

Advantage 1 .o

------------------------------------------------------------------------------------------------------------------------------------------
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AGVANTAGE 2 ...ttt s st ss s s s s e b s s s b e e s as s e e n e s e e nanens

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

13. M/J 13/P11/Q2/d

Gayle's Soaps is a business which manufactures health and beauty products. Its market
share has remained constant at 15% despite new businesses entering this market. The
business uses market segmentation. Most of its cuslomers are women. The Marketing
manager believes the company could increase its profits if it increases the price of each of its
most popular products.

(d) ldentify and explain three problems that a business might have when trying to enter a
new market.

PO MY s et tirsrrssssteasesnsetnsssrssrssrsenneranassnnssannsssensresnsresassrnsaraserassssssnsssnns
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14. O/N 12/P12/Q2/e

Just4U manufactures motor car parts. The production methods are capital intensive. The
management believes that the company benefits from economies of scale. However,
problems with the workers in the factory have led to poor quality production. Despite this,
the Managing Director believes that the company must continue to grow if it is to achieve its
objectives. The business is planning a takeover of a competitor.

{(a) Do you think that a takeover of a competitor will benefit the shareholders of car parts
manufacturer? Justify your answer.

..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................

------------------------------------------------------------------------------------------------------------------------------------------

...................................................................................................................................... [6]

15. O/N 12/P11/Q1/d
Durban Dragons is a big football club. Recently fewer people have been watching its maiches
and ticket revenue is falling. Some peaple say that ticket prices for matches are igh
and should be reduced. The club has high fixed costs and needs to improve § w.
The club directors have been trying to gain sponsorship and a number of b S are

very interested.

(a) Identify and explain two reasons why businesses might want to
like Durban Dragons.

-----------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------
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FREASOMN 2 oevveeererresseeesssesssssssssrsrsssesssasrrstsssstsesnssessssssessttesssserssssessssssasesasssssssssnsansassrasantsasss

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

16. O/N 12/P11/Q4/d,e

Jergen Cosmetics makes a range of beauty products for women in country A. ‘We are a
market orientated company’ said Klaus, the Managing Director. ‘One of our business
objectives is to increase sales turnover. We have just set up our own website and increased
our marketing budget. Our country’s economic growth is forecast to be 4% next year and this
will guarantee our company’s profitability.

(a) Identify and explain two benefits to Cosmetics Business of having its own website.

BENEEE 12 ooveeverssreeaessracsesssssssssssassssarsassatassvassssassastsrabsbesssrsssasassnnnasssssstssssssansasssasassrasnaasasne

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------
------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------
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(b) Do you think that economic growth in country A will lead to increased profitability for
Cosmetics business? Justify your answer.

..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................

------------------------------------------------------------------------------------------------------------------------------------------
------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

17. MIJ 12/P12/Q2/d

Bray Electrics is a large manufacturing company. The company makes engine parts for
the car industry using batch production. The Managing Director is always looking for ways
to introduce new technology in the business. He believes ‘our workers like change’. He is
interested in using lean production methods.

(a) Identify and explain three advantages to the management of Bray Electrics of introducing
new technology in the business.

--------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------
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AGVEANIAJE 3. .occveverreiisrissiesiiensnstiisesssbissa st nisasanersssnsstastasasssansesassnasanasesasanssatsssesssasossonas

------------------------------------------------------------------------------------------------------------------------------------------

18. M/J 12/P12/Qd/e
Cole Brokers is a medium sized company. The company provides a range of insurance
products to customers around the world. It operates in a highly competitive market. Many
insurance businesses are now using the Internet as a way to sell their products. The
management of Cole Brokers has been looking at its current organisational structure. They
think the span of control and chain of command need to be changed.

(a) The management of Cole Brokers think that the disadvantages of e-commerce are
greater than the advantages to their business. Do you agree? Justify your answer.
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19. M/J 12/P11/Qdle

Rapid Call is a private limited company. It manufactures a range of cell (mobile) phones.
The demand for these is increasing. Its products have several special features that are
not available from other phone manufacturers. It sells its products directly to retail shops.
Rapid Call uses competitive pricing for ali products. The Finance Director has been looking
at the accounts. A summary is shown in Table 2. In 2011 the gross profit margin was 40%.

Table 2: Profit/Loss Account for Rapid Call for year ending 30 April 2012 ($000s)

Sales 450
Cost of Sales 300
Gross Profit 150
Overheads 95
Net Profit 55

(a) How important is increased competition in influencing the marketing strategy of

Rapid Call? Justify your answer.

3.4: Marketing strategy
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Answer Section

1. OIN 17/P11/Q3/e

(a) Knowledge [1] — award 1 mark for identification of relevant points (s) 6
Application [1] — award 1 mark for refevant reference made to this business
Analysis [2] — award up to 2 marks for relevant development of point(s)
Evaluation [2] award up to two marks for justified decision regards to the most suitable
way for GDC to expand.

Relevant points might include:

» Joint venture [k] with a local delivery business [app] you share the risks of expansion
[an]

» Merger/takeover [k] they will benefit from local expertise [an]

»  Franchise [k] they will receive a license fee [an]

«  Set up own operations [k] they will keep control [an] however this is an expensive
way [an]

2. M 17IP1IQC

{(a) Knowledge [2 x 1]: award 1 mark for each reason identified 4
Application [2 x 1]: award 1 mark for each explanation in context
Points might include:

»  Spread risk [k] of selling cars [app]

« Economies of scale [k] buying factory stock [app]

» Increase sales OR market share OR target market [k] as itis a
fast growing economy [app]

+ Home market saturated [K]

»  Greater recognition OR brand awareness [k]

= Access to cheaper labour OR resources [k]

+ Fewer trade restrictions [k}

3. OJ/N 16/P12/Q2/a
(a) Clear understanding [2]: plan to combine the right combination of the 4 elements of the 2

marketing mix to achieve a particular market objective :
OR Put together the right mix of the 4Ps to increase sales [2] é@
&?
© O
“h oduct OR
®
(spfRax 1] 6]

OR A plan for promoting goods to enter a new market [2]
emggnent of country T should help

Some understanding [1], e.9. how to combine the 4P’s OR how to pramig
a plan for marketing OR how toincrease sales

4. O/N 15/P11/Q3/e

(a) Knowledge [1] — award 1 mark for identification of relevant
Application [1] — award 1 mark if relevant reference ma
Analysis [2] — award up to 2 marks for relevant deve
Evaluation [2] - justified decision as to whether th
businesses such as Grimshaw to set up in its co
Paints might include: $
» jobs created [k] as build factory there {a@Ts feduces unemployment [an)

« investment in infrastructure [K] to transport p'hrts to/from factory [app] so locals benefit
from new roads [an]
new ideas [K] which could improve local business practices [an]

« taxes paid [k] which Government could use to pay for public services [an]
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« more choice for consumers [k] as will have access to new model [app]

« more competition [k] so consumers could benefit from lower prices/force local
businesses to close [an]

s exploitation of resources [K]

+ lack of respect for local customs and cultures [k]

« fiow of profits out of a country [k]

Application marks may be awarded for appropriate use of the following: mobile phones, mass
market, factory, new model, can build anywhere, multinational.

Note: Candidate’s finaj decision can be either for or against the statement.
5. M/J 15/P12/Q2/d

(a) Knowledge [2 x 1] - identification of relevant advantage [max 2] [6]
Application [2 x 1] — award 1 mark for each relevant reference made to this business
Analysis [2 x 1] — award 1 mark for each relevant explanation
Relevant points might include:
¢ Access to new markets (k] increasing brand awareness [an] of its range of cereals [app]
* Access to local expertise / ideas [k] e.g. cultural knowledge as tastes differ [app] so
better able to meet customer requirements / ensure sales [an]

» Wider range of contacts / better access to resources [k] so might be able to obtain
cheaper ingredients [app]

* |ncreased capital / share costs [k] so less risk [an]

Increased capacity [k] so can meet expected growth in demand [app] without affecting

supply for other markets [an]

Way to avoid government restrictions [k] so able to maximise potential sales [an]

Less competition [k] as working with local business [app] so one less rival [an]

Economies of scale [k]

Build reputation {k]

Application marks may be awarded for appropriate use of the following: multinational
company, breakfast cereals or food, fast-growing market, local business
6. M/J 15/P12/Q4/a

(a} Knowledge / Application [2 x 1] — award 1 mark for each relevant reason [2]
Points could include:
* Increase sales OR revenue OR market share or dominate market or target new markets
¢ Increase profit
o Spread risk / attract more investment
» Improve reputation / status / brand image
* Gain economies of scaie

7. O/N 14/P11/Q3/d N
(a) Knowledge [2 x 1] - award 1 mark for each way identified. /iegb [6]
Application [2 x 1] — award 1 mark if relevant reference made t@@a esslmanufacturer.

Analysis [2 x 1] — award 1 mark for each relevant explanati N
Points might include: w& @
t

¢ Reduce profit margins [k] as prices might fall belo Brice [app] s© need to sell
more to make same level of profit [an]

e Possible increase in sales [k] because prices gould beXlower{an] help increase its market
share [app]

» Impact on image [k] as might need to ¢ e from ethical suppliers [app] as need to
lower costs to maintain competitive [an] f?yﬂ

May loose suppliers [k] because they can no longer afford a fair price [app]

More competitive [K] as price is no longer a reason not to buy their soaps [app]

Need to find other way (other than price) to attract customers [Kk].
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8. MM 14/P11/Q1/c

(a)

9. MJ
(a)

10. M/J
(a)

Knowledge [2 x 1] — award 1 mark for each relevant advantage [4]
Application [2 x 1] — award 1 mark for each relevant different explanation

Relevant points might include:

« No need to spend a lot of money to buy equipment [k] might be too expensive for a sole
trader [app]

e Easier to update or change equipment as required [k] if she designs a new piece of
jewellery she does not have to buy more equipment [app]

« Able to afford the best equipment [k] to help her to make her jewellery more
efficiently[app]

« If the machine is broken Anouk does not have to pay owner cost of repair [k] as a small
business owner she does not have much money [app]

« Machinery is only rented when needed [k] so saving space at home [app].

Note: Do not accept cheaper or saves costs as these are too vague.

14/P11/Q2/e

Knowledge [2] — award up to 2 marks for identification of relevant points [6]

Application {1] — award 1 mark if relevant reference made to key people

Analysis [1] — award 1 mark for relevant development of point(s)

Evaluation [2] — justified decision made as to whether Rachel should expand key people

Points might include:

s Access to finance [k] as it is only a small business [app] so banks might not be willing to
lend [an]

o Size of market [K] there might not be enough businesses who want to use the services
[an] of a recruitment agency [app]

« Negative effect on business reputation [k] as customer service might worsen [app] as
employees might not be able to cope with the increased workload [an]

« Need to hire additional employees [k] which would increase the business costs [an] as
currently only have 2 employees [app]

e Expansion will reach more people [k] as it may move into new towns[app] and
potentially increase saies [an).

14/P11/Q4/d

Knowledge [2 x 1] — award 1 mark for each relevant benefit identified [6]
Application [2 x 1] — award 1 mark if relevant context
Analysis [2 x 1] — award 1 mark for each relevant explanation
For each reason maximum 3 marks [1k + 1app + 1an).

Points might include:

» Job creation [k] as JWR will need to employ local workers at thef
provide a wage / income for many local employees [an] '

e Increased orders for suppliers [k] as JWR will need to
increasing their sales [an]

« Provide essential resources for community [k] as pe
s0 improving their standard of living [an]

» Improved road infrastructure [k] as JWR will ne
power station [app] which could help reduce c

e Tax revenue [k].
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11. O/N 13/P11/Qdle
(a) Knowledge/application [2] - identification of relevant issues (6]

Analysis [2] — award up to 2 marks for relevant explanation e.g. developing the issues or

interpreting their meaning

Evaluation [2] - reasoned judgement made as to whether new start-up businesses can be

successful in country C

Points might include:

e They must provide goods and services which people want [k] which might be difficult in a
recession because people do not have the income to buy goods [an]

« They must understand the target market [k] for example some groups may have very
specific tastes and will only buy goods of a certain type [an]

s They must have the right marketing mix [k] because national income per person is falling
[an]

¢ Need right skills and experience to manage business [k] because new businesses are
more likely to fail [an]

« Sufficient financial support [K] to cover initial and ongoing costs [an]

» Depends on existing competition [k] because brand loyalty may be strong [an]

Developed answer:

New businesses will be successful if they can provide goods and services that are needed by

consumers [k]. Since the economy is facing falling GDP per head customers may not buy

new products [an]. Unemployment is rising [k] so it will be more difficult to set a price that

people can afford fan]. Whether new businesses can be successful depends on a range of

factors, not all of which a business can control fev]. This is a particular problem in a country

that is going through a recession fev].

12. M/J 13/P12/Q5/d

(a) Knowledge/application [3 x 1] — award 1 mark for identification of each advantage [6]
Analysis [3 x 1] - award 1 mark for each relevant explanation (i.e. show it creates a benefit
for the country)

Points might include:
e job creation [k] so increases standard of living for people [an]

o raise profile of country [k] which could encourage other businesses to invest in their
country [an]

encourage other suppliers to set up in country [k] which will produce mo "0 jobs
local businesses might gain additional sales as suppliers/or custom fros ;@(ers (k]
increase in country’s GDP [k] ©

S
* increased tax revenue [k] so government can increase expenditus&G lic services

such as education [an] \\) o
« provision of training [k] so better educated population whick:g uld%ad to opportunity
for higher paid jobs [an) Q ®©
e improvements in infrastructure [k] @
13. MIJ 13/P11/Q2/d A\&S& 9
(a) Knowledge [3 x 1] identif cation of problem \)’- [6]

issues of entering a foreign market e.g.
competitors’ reaction [k] could lead to price’war [an]

government laws [k] might restrict what they can sell [an]

customer loyalty [k] might not switch to a new company’s products [an]

o lack of knowledge of the market [k] so pfoit product that is not wanted [an]
ng%%ie barriers/exchange rates [k]
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+ cost of developing new products [k] leading to high price needing to be charged [an}/
cash flow issues [an]

» lack of suppliers [k] so unable to find enough materials [an]

« identification of suitable places to sell from [k] different products might sold in different
places [an]

14. O/N 12/P12/Q2/e

(a) Knowledge [2] Identification of issues. [6]
Application/analysis [2] — develops the paint to explain how or why affects the shareholders.
Evaluation [2] reasoned judgement made as to whether shareholders will benefit from
takeover.

Points might include:

» increased profits [k] which could jead to an improved rate of return on capital/increased
dividends [an]

¢ less competition [k]

» successful takeover could lead to an increase in share price [k]

» lessen risk to shareholder of business failing [k] as they have a larger market share [an] so
an increased stability of the company [an]

s no guarantee that increased profits will happen [k]

« the ability to gain benefits from takeover [e.g. economies of scale].

15. O/N 12/P11/Q1/d

(a) Knowledge [2 x 1] — award 1 mark per reason [6]
Application [2 x 1]
Analysis [2 x 1] .
Companies sponsor football clubs for a variety of reasons:
Means of advertising and increasing exposure
iImprove own brand image
Supporting the local community
Ego trip for Chairman
» Link name of company to well known brand [footbali club]
Explanation will show how sponsorship helps achieve these factors. Answer must be in
context for full marks.

16. O/N 12/P11/Q4/d,e
(a) Knowledge [2]
Application/analysis [2 x 2]
Website would:
Increase public awareness
Enhance reputation
Boost sales
Improve image
Allow customers to view their product range
Lower advertising costs
Allow online sales
So an answer might say that a website would m

range of beauty products that they make. This d aHiow them to be more aware of the full
range and might encourage them to buy, b g s for Jergen. Second benefit might be
that the website might enhance the profile o mpany. It will seem ‘more important’ and
fashionable and hence might attract new customers to the business. This too will boost sales
and profits.

Analysis/application for showing how the points actually represent a benefit and how a
website helps achieve them.
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(b) Knowledge [2] [6]
Application/analysis [2]
Evaluation [2]
The growth in an economy should mean greater prosperity, lower unemployment and higher
consumer spending in general. However this does not mean that all sectors will benefit to the
same degree. It certainly does not mean that all businesses will gain either, A successful
business has products that are in demand and that they can be supplied at a price that is
acceptable to the consumer and high enough to generate a profit to the business. The state
of the economy has little impact on these factors. However in so far as higher sales may lead
to higher profits then economic growth should help Jergen.

17. M/J 12/P12/Q2/d

(a) Knowledge [3 x 1]: award 1 mark per relevant advantage. [6]
Analysis/application [3 x 1]: award 1 mark for each relevant explanation (how helps
management),

Advantages include:

» improve quality [k] so able to charge higher prices for products fan]
* increase output [k] so able to meet more orders [an]

» improves productivity [k] which can help reduce average costs fan)
* way to reduce labour costs [k] so lower total costs for business [an)]
¢ machines do not need breaks [k] so more parts can be made/less errors [an]
e faster production [k] as machines can make more in less time [an]
¢ machines are able to handle more complex work [K]

¢ role in designing prototypes/development of new products [k)

* improves stock control for ordering parts [k]

* improved communication (internal or external) [k].

Note: advantages must clearly relate to business not employees.

Do not award analysis/application marks for points which clearly cannot be applied to a
manufacturing company.
18. M/J 12/P12/Qd/e
{(a) Knowledge [2 x 1 ]: identification of relevant issues. [6]
Analysis [2]: explain how or why might affect business.

Evaluation [2]: reasoned judgement made as to whether disadvantages are greater or not
for CB Brokers.

For two evaluation marks, the answer must be clearly in the context of this busirz
Either viewpoint is possible depending on points discussed. (&
o
\

Disadvantages include: @
* vulnerability to viruses/technical breakdown/security issues K] -\0 o
* government restrictions/laws concerning what and how sel| in énﬁgﬁm other countries

il G o°
* loss of personal contact with customers [k] 2
* need for system support/security/training costs for st wwill increase costs [an]
* threat of increased competition [k]. N

Advantages include: y
* access new markets as not restricted to exisﬁcp

sales [an)]

* possible cost savings can lead to Ir.:wer@,D
¢ opportunity for 24 hour business [Kk].

1 sided argument maximum 4 marks.

oggfions [K] which could lead to more

S @
o)&

Context could include: medium sized, customers around the world, highly competitive
market, many insurance businesses using the internet.
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19. M/J 12/P11/Q4le

(a) Knowledge [2 x 1]: identification of relevant issues. [61
Analysis [2]: explain how or why issue is important or not.

Evaluation [2]: reasoned judgement made as to effect of new environmental laws on ALL
businesses.

To gain 6 marks, reference must be made to all businesses
Disadvantages include:

techniques/products might be banned so unable to make or sell products

changes might lead to increased costs for business e.g. new machinery leads to
increased costs

could place business at competitive disadvantage if laws do not apply to competitors from
other countries.

Advantages include:

could improve image of business if seen as environmentally friendly leading to increased
reputation and sales

new business opportunities as customers want ‘green’ products

new techniques could help reduce waste or increase efficiency so lower costs in fong run
might already adopt environmentally friendly practices so no impact

laws might help ensure that resources are better used so could continue to operate for
longer time.
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Unit-4: Operations Management

4.1: Production of goods and services

1. OI/N17/P12/Q2/d,e
CGM makes high quality shoes using job production. The production method makes use of
specialisation. CGM operates in a niche market. CGM managers know that all business activity
creates external costs, so they always try to actin ways that protect the environment. The Operations
Director wants to increase profit. CGM could either buy cheaper raw materials or introduce new

technology into the production process. The new technology would cost $30 000 and could reduce
the number of employees from 30 to 26.

(a) Identify and explain one advantage and one disadvantage to shoe maker of using job
production.

-------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------
-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

(b) Do you think CGM should introduce new technology into the production process? Justify your
answer.

..............................................................................................................................
.......................................................................................................................
..........................................................................................................
.....................................................................................................

---------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------

---------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------
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2. OIN 17/P11/Q2/ad
NMBJ makes a range of cookies (biscuits) using batch production. Last year profit increased by
$1.5million. The directors think this is because of an increase in productivity and better management
of working capital. NMBJ has a low level of inventory. NMBJ plans to increase the wages of all 300
employees by $50 per month from March. The Finance Director is worried: ‘This decision will add
$15 000 to wages each month. Many employees are leaving. 1s paying higher wages the best way
to improve motivation?’

Table 2: Cash fiow forecast for the period January - March 2018 ($000)

January February March

Cash inflow 560 520 600
Cash outflows:

Wages 60 60 X
Other costs 500 480 520
Total cash outflows 560 540 595
Net cash flow 0 (20) Y
Opening balance 5 W (15)
Closing balance X 5 (15) z

(a) What is meant by ‘productivity?

-------------------------------------------------------------------------------------------------------------------------------------------

{b) Identify and explain one advantage and one disadvantage to cookies busine:
low level of inventory.

AQVANLBGE ... ccieererersstraniessresrssrsasrsbasrsassr e asassnsn i sasasstatatbe s s anecs

---------------------------------------------------------------------------

------------------------------------------------------------------------------




Business Studies O-Level P-1 Workbook 245

4.1: Production of goads and services
Read & Write Publications

Disadvantage.:......... eeeres Lt e eyt s e r e e e b e s e neate s nnne s erensene e s aresres
...............

I ion:
Explanation.......... SRESN— s S S— S EEREST— bt e e s aaesa e e
Cerbennenaanns St teters et er s ne st e berisenenas SR vreesiceanaes deeeriennene treerssnsssbarerananane
ST crereeeernees S vrrenene e T O T T Pt .
T - S ervreens sertesrenesiesnsseatssratssernaesennanns creseseenenns vreienrenes [6]

3. M 17/P12/Q2id

(a} Identify and explain one advantage and one disadvantage to car tyre business of using
batch production.
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7. Ml 16/P12/Q1/c,d

Saltan makes a range of cars. The level of inventory is too high so it plans to decrease production
at its factory. Employees were told the business needs to reduce the size of its workforce as
competition is increasing. The trade union is not happy that 360 of the 1200 skilled full time
employees at Saltan will be made redundant. A trade union spokeswoman said: ‘Saltan should
reduce the number of hours of every employee rather than reduce the number of jobs.' Saltan’s
Operations Director is considering ways to increase efficiency in the factory.

(a) Identify and explain two possible problems for Saltan of having a high level of inventory.
PIOBIEM 12 oeeerieevesieeeesrrisseessessenesssessassassrsssrsosssosanasssussassasesessasnsas sasnss sastissassssansssssnssstesns

EXPIANALION .vvereeereerrsiisisisasrinssesseesseensbssssssasssrsness sesmssst sasaess s i sasbs s n s s b et n S ra s e r bt st s

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

PLODIBIN 27 1eceiieeerveesseonsrroseesssseansestsssstassssansss sastasas rasasnas e ssassonssantsnasssssssseassassassassesssoanssars
EXPIANALION: 1veveieerererseisieesmiisessetessrestsstess s ssrit s et bsh b bbb e s s s b e st s et

-------------------------------------------------------------------------------------------------------------------------------------------

(b) Identify and explain two possible problems for Saltan of having a high level of inventory.

PrOBIEIT o ceeriecrevsvenneeenserarremsosssssssssssssarsnsrannsssenbusbbostntnansenssesnsssnsnsssnnstbrasbsssmssisssssansorsens

EXPIANALION. .1eoverirerencesercerrersistssssessrassseasassaramsnssessssssssesmensasssssisssbsssssnstasossssissossssossssensraresss

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

----------------------------------------------------------------------------------------------------------------------

S
.................................................................................................. -
8. M/J 16/P11/Q4/d @é/
Nuwan is a sole trader. He has a specialist sports shop selling rg@e of cricket and tennis
products. His 3 employees are trained to provide good cust sepyice. Nuwan is pleased the
economy is growing but he is worried that interest rates m‘ji%hh i ased. He believes his small

business has advantages compared to large retailers. pild like to improve profit margins
&

and thinks the best way to do this is to reduce costs. & @9

Q
é;;;;mess might have compared to large

(a) Identify and explain two advantages that Nu
retailers.
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AQVANTAGE 11 oot ssee st s iee e rsessse st s bes ees s sessasesesssvarsesssessessensessssnesnen

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------
-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------
-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------

9. M/J 16/P11/Q3/d,e
Rafiq is the Operations manager at a small factory. The business makes a range of soft drinks
using batch production, Last year Rafiq successfully introduced just-in-time inventory control, based
on an idea from one of the 40 employees. As the business is planning to expand, Rafiq thinks it
would be a good idea to change to flow production.

Table 1: Income statement for 2015 ($000)

Revenue X
Cost of sales 360
Gross profit 240
Expenses Y
Profit 120
Retained profit 10

------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------

-----------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------
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AGVANTAQE 2i .....coeeieececriitiiinissisisssssinessssassvasssassasiseisasssnssossasesassnsttvoussbims bhsstbesen s et RS S

-------------------------------------------------------------------------------------------------------------------------------------------
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...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................

-------------------------------------------------------------------------------------------------------------------------------

10. O/N 15/P12/Q3/a,b
NCE manufactures cars in 4 factories using flow production. NCE's Human Reso s Director
thinks good induction training helps achieve high productivity. Factory X is its mogtgffiCignt factory.

Last year the size of the new car market fell by 20%. NCE now has to make 400 #zredundant
at one of its other factories. ‘| am pleased NCE is a large business’, said thg@a gector, 'l think a
small business cannot survive in this competitive market. NN

P&

Table 2: NCE operations data for 2014 Q O
Number of cars made Number of e l@e
168000 2@% @

(a) What is meant by ‘flow production’?

-----------------------------------------------------------------------------------------------------------------------------------------

----------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------
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(b) Calculate the output per employee in 2014.

---------------------------------------------------------------------------------------------------------------------------------------------------
---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

11. O/N 15/P12/Q2/c
CLW makes wood furniture, including chairs and tables. Demand has risen quickly over the past
3 years and the business needs to increase the scale of production at its factory. The factory is
located near the city centre in an area of low unemployment. The Finance Director has produced a
business plan, including a balance sheet. The Finance Director is pleased with CLW's liquidity.

Table 1: Extract of financial information

2013 2014

Non-current {fixed) assets ($m) 240 260
Current assets:

Inventory (stock) ($m) 180 330

Trade receivables (debtors) ($m) 320 240

Cash ($m) 100 90

Total current assets ($m) 600 660
Current Liabilities ($m) 480 440
Current ratio 1.25:1 ?
Acid test ratio 0.875:1 ?

(a} Identify and explain two possible benefits for Business of holding high inventory (stock)
levels,

------------------------------------------------------------------------------------------------------------------------

----------------------------------------------------------------------------
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OIN 15/P11/Q1/c

TWH makes a range of toys using batch production. TWH’s Managing Director, Dylan, plans to
invest in new technology to reduce average costs. ‘it's the only way to increase efficiency as | do
not know how we can improve employees’ motivation’ he said. Dylan cannot decide on whether it
would be better to use retained profits or a long term loan as the source of finance.

Table 1: Data for 2014
Number of toys made per week 260000
Number of employees 500
Average wage per hour paid by TWH $6
Average wage per hour paid by similar businesses $6.50

(a) Identify and explain two possible advantages to toy manufacturer of using batch
production,

X (Y1 T = 3 O OO O TP ST T SO PET OSSR

---------------------------------------------------------------------------------------------------------------------------------------------------
---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

M/J 15/P12/Q3/d
Mabel wants to set up her own hairdressing business, She will need fo build good customer
relationships. She has done some secondary market research to find out possible demand and
what methods of promotion to use. She has decided to buy her inventory (stock) from agyholesaler.
Mabel is now looking for the right location for her business. She thinks that Iocatia "wi%@e more
important than price charged to the success of her business. @0)

from a

(a) \dentify and explain two possible disadvantages to Mabel of buying

wholesaler. NN
WP

Disadvantage 1: ...cccceccemimiiienisnrsrsssessnnenissiinenisnnmasssenesns .(.‘?‘ ..... i R
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---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

14. MJ 15/P12/Q4l/c
A2Z is a small but successful airline company in country B, providing flights for business people.
The management of A2Z wants the business to expand. It will have to buy more aeroplanes and
recruit more airline pilots. The Human Resources manager has produced a job description for
the pilots. She is now ready to advertise for the new pilots. She believes the best way for A2Z to
motivate its pilots is to use financial rewards.

(a) Identify and explain two advantages to A2Z of producing a job description.

AGVANIAGE 11 ettt bess e ses s e e sas e s s sas s e e e e e et een e s s eme s es e ens
EXPIANALON: ..ottt s st seeeesesessess s es s ss e e s s et
AGVENTAGE 21 ..oeeoeeesncretseisseies s sersass s e ssass s ssss e se s sas e sssasmseses e s emos et st eneeseeeneases
EXPIANAHON. ettt et s et sesn e e s e e s s e st e st st
................................................................................................................ D .14
@) @
15. M/J 15/P11/Q4/a,b,e S

Javid is a company that manufactures a range of luxury chocolates using batch'progluction. Over

the past year, profit has fallen due fo increased competition. In order to gt /Q:i‘éis. the Finance

Director has suggested the company introduces new technology into odiietion process. The

Human Resources Director is not sure that workers would benefit qu t@\fntroduction of new

technology.
ay. @
(a) What is meant by ‘batch production'? ﬁ"
)
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(b) dentify two advantages (other than cutting costs) to the company of using new technology.

AQVANTAGE 17 covevrrerrciencnisesnnssnmsstisssiiseisnsssmsssasssnssnmsansaseisassanssnsns vbts a0t ast o0t atsae oassbssresarasanasansses

---------------------------------------------------------------------------------------------------------------------------------------------------

(¢) Do you think that the introduction of new technology would benefit Javid's workers? Justify
your answer.,

---------------------------------------------------------------------------------------------------------------------------------------------------
---------------------------------------------------------------------------------------------------------------------------------------------------
---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

...................................................................................................................................................
...................................................................................................................................................
....................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................

-------------------------------------------------------------------------------------------------------------------------

16. O/N 14/P12/Q5/d

Ali has just been appointed as Managing Director of Anypart, a large m
He told Anypart’s Board of Directors: ‘Behaving ethically will always?l:a?

Facfdring business.
e profits. | want

0
: c@roductive. This will
reduce costs of each unit of output and will benefit all our stakeh@ ers ot all of the directors
agreed with him,

@
Anypart's business.

our employees to work longer hours, have fewer holidays and beco

(a) Identify and explain two possible ways of improving pr

-------------------------------------------------------------



Business Studie

---------------------------------------------------------------------------------------------------------------------------------------------------
---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

17. O/N 14/P11/Q4/d
Genel manufactures clothes. The company uses an autocratic style of management. |t employs a
large number of workers and pays low wages. Many employees leave the company each year but
they are easily replaced. Working conditions in the factories are poor. Health and safety is ignored
and long hours are worked. Employee motivation is low and employee productivity is falling.

(a) ldentify and explain two ways that Genel could use to improve employee productivity in its
factories.
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18. M/J 14/P12/Q2/c

Cutter is a family owned private limited company. It manufactures a luxury brand of coats. in
2013 sales revenue increased by $3m and retained profits aiso increased. The marketing mix is
working' said the Marketing Director. Cutter's Operations Director thinks that batch production is

still the right method of production to use, but he cannot decide whether on the job or off the job
training is better for the business.

(a) Identify and explain two possible advantages to coat manufacturer of using batch production.

AGVENTAGE T2 oreeeveieererersesisnetriranssesae s saavas st ass s ae s rs e ses st s bsoa e be sasa s n st sam T ebn s bbb s b d e s R PR s st e

---------------------------------------------------------------------------------------------------------------------------------------------------
---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

19. M/J 14/P12/Q3/c

SENG manufactures cameras. Last year its market share increased by 2% to 18%. Production is
capital intensive. This allows SENG to use lean production methods such as just-in-time. Cameras
have a short product life cycle. SENG spends $200m each year on extension strategies. The
Marketing manager thinks that an increase in market share will lead to higher profits.

(a) Identify and explain two possible advantages to SENG of using lean production.

AGVENLAGE 17 corvreieirererencsississsrensstensaresterenesastesesaesasshsssassses st s s sus st eSS b RS bR e n s e s e s a e s an s s ana et
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21. O/N 13/P12/Q1/a,b,c

Anyshade manufactures a range of paints. It uses flow production. The Finance manager has
produced a cash flow forecast as the business wants to arrange an overdraft with its bank.
The Finance manager believes that reducing prices is the best way to increase sales revenue.
Anyshade’s paints are well known for quality.

Table 1: Cash flow forecast ($000's)

July August September
Opening balance (9000) 6000 Y
Cash inflows:
Cash sales 90000 30000 50000
Cash from debtors 50000 80000 70000
Total cash inflows 140000 110000 120000
Cash outflows:
Fixed costs 70000 70000 70000
Wages 20000 18000 19000
Raw materials 35000 30000 30000
Total cash outflows 125000 118000 119000
Net cash flow X (8000) 1000
Closing balance 6000 (2000) (1000)

Note: numbers in brackets are negative.

(a) identify and explain two advantages to paint manufacturer of using flow production.

AQVANEAGE 11 oottt nee st se sttt sess s et e sn e seeseesesee s e s s b ee e s sse s

---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

----------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------

Protec makes components for use in computers, The comp
waorkers’ wages are high. Table 1 gives data about Protec.

®

Table 1
<
Number of empioyees Average we 3 Total output per
$ S week [units]
400 500 2400
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(a) Calculate average labour productivity for Protec.

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------

(b) Identify two reasons why labour productivity is important for Protec.
BEASON 1! eoeeirviiiiriresrsrersisassassisssismssssasnstssssssssiossanasssssnssessasassssnnstsrssstsstiessssientssesssersasernse

------------------------------------------------------------------------------------------------------------------------------------------

(c) Identify and explain two ways Protec could increase the praductivity in its factory.

WY 11 ceciriieinmiseriisninisiss s s ns s sbe s sr s e s s e e seb et sa st s e s s E B R s ST S Es R e e v st e

------------------------------------------------------------------------------------------------------------------------------------------

T T T T T L L L L Ll et i iRl

------------------------------------------------------------------------------------------------------------------------------------------

22. O/N 13/P11/Q1/a,c,d

Earnshaw is a company that buys raw materials and components in bulk. It usesgthenrio
manufacture furniture using fiow production methods. Productivity in the fa isZhigh.

Ir

‘g

Currently Earnshaw has high costs of holding stock. The Managing r ts to

introduce lean production methods.

(a) What is meant by ‘productivity’?

-------------------------------------------------------------------------------------
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(b) ldentify and explain two features of flow production.

---------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

(c) Identify and explain three benefits to Earnshaw of using lean production methods.

Benefit 1:

--------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------

----------------------------------------------------------------------------------------------------------

23. MlJ 13/P11/Q3/d

Sharma Machine manufactures motorcycies. The co
Machine holds a lot of stock. The owner, Ishan
company plans to open an additional factory to s

eased demand. ‘Expansion should
mean economies of scale’ said Ishant. ‘The right lo n for the new factory is going to be
important if the business is to remain competitive.
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(a) identify and explain three methods that Ishant could use to increase productivity.

IMETROO T2 teierenieeeiineseiserenssesssssessssssnnnsrasassessssssonsrnnnsnssentssssastsssssarersssertsssnsssessnsnsssssssssnsrsnane

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

24. O/N 12/P12iQ2/a

Just4U manufactures motor car parts. The production methods are capital intensive. The
management believes that the company benefits from economies of scale. However,
problems with the workers in the factory have led to poor quality production. Despite this,
the Managing Director believes that the company must continue to grow if it is to achieve its
objectives. The business is planning a takeover of a competitor.

(a) What is meant by ‘capital intensive'?

-----------------------------------------------------------------------------------------------------------------------------
---------------------------------------------------------------------------------------------------------------------

----------------------------------------------------------------------------------------------------------

25. OIN 12/P11/Q2/a,d,e éfi;g@

Gresham Textiles manufactures high quality clothin C@r% tion is labour intensive,
Managers are paid more than production line workers jifHe faltory. The business is investing

in automated machinery. The management also Wo o infroduce lean production methods.
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(a) What is meant by ‘labour intensive’?

................................................ esrsstsstentrasenarene s s s e sasbasssesss e nasns st ntssonsossntsensennans L)
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(¢) Do you think that a change to automated methods of production would t
customers of Textiles? Justify your answer, A
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------------------------------------------------------------------------------------------------------------------------------------------
------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

.............................................................................................................................. [6]
26. M/J 12/P12/Q2/a,c
Bray Electrics is a farge manufacturing company. The company makes engine parts for
the car industry using batch production. The Managing Director is always looking for ways
to introduce new technology in the business. He believes ‘our workers like change'. He is
interested in using lean production methods.
(a) What is meant by ‘batch production’?
.............................................................................................................................. [2)
(b) Identify and explain two benefits of fean production for a business.
BENETIL 1 cioeeeiiceeriserrssrnsnesesssaresatsstosssssorsnsnsisasassissssnseerssssssesernassasesssstesissssnsssssssisisansnorere
EXPIANANON: 11vveeeerurremreriesasisritirssmnssassssensssstsssessresnsnsssstssss satenssessstssssnesmessansnssnsasanssnassssans
BENEHAL 22 ovoeeeeeereerirersarsrsserrasssnssnesssssassanssssessssessasessassessassssnensserssmsesassssaresssasasssn
EXPIANALION. .c..cuiemecisniieriinrrense st ess st ssasesssassesi ety 9
&
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27. M/J 12/P11/Q1/a,e

IRKAM is a company that produces high quality doors o
currently uses job production. The Managing Direc g

is important. He is looking for ways to increase grd
training. Abdul is thinking of including off-the-job traini

. believes that quality control
. All workers receive on-the-job
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() What is meant by ‘productivity'?

------------------------------------------------------------------------------------------------------------------------------------------
------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

(b) Over the past three years there has been a large increase in demand for IRKAM's doors.

Do you think job production is still the best method of production for IRKAM? Justify
your answer.
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1. O/N 17/P12/Q2/d,e

(@) Knowledge [2 x 1]— award 1 mark for one advantage and one [6]
disadvantage identified

Application [2 x 1] — award 1 mark for each relevant reference
made to this business

Analysis [2 x 1] — award 1 mark for each relevantexplanation

Possible points might inciude:

Advantages:

+  Meet exact customer demands OR unique [k] so able to charge
higher price [an] in a niche market [app]

»  Flexible [k] which can help them remain competitive [an] in the
shoe market [app]

«  More varied work leads to higher motivation [k] leading to fewer
workers leaving OR less absenteeism [an]

»  Skilled workers are less likely to make mistakes [K]

Disadvantage:

«  Skilled labour costs more [k] as employ 30 employees [app]
which increases labour OR training costs [an]

+  Production can take longer (k] for a high quality product [app]
which reduces (potential) output {an]

« No economies of scale possible [k]when buying raw materials
[app] leading to higher costs [an]

+  Costs are higher as it is often labour intensive [K]

» Products are made to order so mistakes can be expensive to

correct [k]
(b) Knowledge [1] — award 1 mark for identification of relevant points [6]
(s)
Application [1] — award 1 mark for relevant reference made to this
business
Analysis [2] ~ award up to 2 marks for relevant development of
point(s)

Evaluation [2] - justified decision made as to whether CGMsho
introduce new technology into the production process

Relevant points mightinclude:

+  High cost of equipment or retraining [k] at $30 000 [ap
business might not be able to afford [an)

[an]
» Using cheaper raw materials puts quality at dSRTKIAPP]
s Increased output OR quicker production QOB ased
productivity [k] reducing unit costs [an] so& increase
profit [app]

+ Impact on motivation of employees [K] e.g. as jobs will go from
30 to 26 {app] as work could become less interesting [an]




Business Studies O-Level P-1 Workbook 265 4.1; Answer Section

Read & Write Publications

* workers may struggle to adapt OR resist new training [k)
slowing production OR decreasing productivity [an)

* Risk to reputation [k] in this niche market [app] could lead to
fewer sales [an]

* Risk of job insecurity [k] could Jead to other workers leaving as
well [an]

* Fewer employees needed [k] as 4 less [app + an] so lower
fabour costs [an]

2, OIN17/P11/Q2/a,d,e

(a)

(b)

(¢}

Clear understanding [2] e.g. a measure of the output of a business in relation to its inputs [2] [2]
OR effective utilisation of resources in a time period [2)
Equation: output divided by nput [2]

Some understanding [1] e.g. output per worker OR measure of efficiency OR rate at
which they produce goods

Knowledge [2 x 1]~ award 1 mark for one advantage and one disadvantage identified  [6]
Application [2 x 1] - award 1 mark for each relevant reference made to this business
Analysis [2 x 1] — award 1 mark for each relevantexpianation

Possibie points might include:

Advantages:
w Lower inventory holding costs [k] help reduce variable costs [an]
w Lower security OR rent costs OR insurance [K] as less space needed [an] for

ingredients [app]

w More flexible [k} as adapt to each different batch [app] to keep customers returning
[an]

o Help cash flow [k]

« Less risk of waste OR damage OR obsolescence [k] which could lower productivity
[app]

Disadvantages:
w Possible delays in production [k] as batches delayed [app] leadingto lower output
[an]

« Few OR no purchasing economies of scale [k] which could help reduce cash
outflows [app)
w Not able to meet orders [k] for cookies [app]so could damage reputatiop

Knowledge [1] — award 1 mark for identification of rejevant points (s) O [6]
Application [1] — award 1 mark for relevant reference made to this bu %

Analysis [2] — award up to 2 marks for relevant development of poin

Evaluation [2] award up to 2 marks for justified decision as to wh higher wages

is the best way for NMBJ to improve employee motivation @
@

Points might include B‘ﬁ'g&?
*  Only a short term incentive [k] have to pay, whatev e
Money is the main motivator [k] &@

*  Other ways to motivate e.g. job rotation, erg@zen

Help retain workers [k] so not as many peopfée
recruitment costs [an]

* This will increase costs for the business [k]
per worker would need to rise [an]

15 000 per month [app] so output



Business Studies O-Level P-1 Workbook 266
Read & Write Publications

3. MM 17/P12/Q2/d

(a) Knowledge [2 x 1]: award 1 mark for one relevant advantage and one
disadvantage identified

Application [2 x 1]: award 1 mark for each relevant reference made to
this business

Analysis [2 x 1]: award 1 mark for each relevant explanation
Advantages might include:

o Flexible OR easy to switch production [k] to heip meet changes in
demand [an] for the 15 different sizes [app]

o Variety of products [k] leading to possibly more sales [an] of tyres
[2pp]

o Some variety in workers’ jobs [k]

» Some economies of scale [k] helping reduce unit cost [an]

w Less effect on production if machinery breaks down [K]

o Spread risk as not focusing on only one type of product [k}

Disadvantages might include:

o Time lost switchin gOR reset machines between batches [k] could
lead to lower productivity / lost output [an)]

«w A fault with one product is likely to affect entire batch [k] which

could increase waste [an}

Inventory (Stock) may be sitting around between stages [k]

Added cost of moving OR storing semi-finished goods [K]

« Demotivating for'employees as work is repetitive [k]

8 8

4. MAJ17/P12/Q1/e
(a) Knowledge [1]: award 1 mark for identification of relevant point(s)

Application [1]: award 1 mark for a relevant reference made to this
business

Analysis [2]: award up to 2 marks for relevant development of point(s)

Evaluation [2]: award up to 2 marks for justified decision made as to
whether Cheung should change his supplier

Points might include:

w Build relationship with supplier [k] in the nearby town [app]

w Wholesaler offers choice OR variety OR feedback [k] which couldg
help increase revenue [app]

o Wholesaler breaks bulk [k] helpful for a small shop [app] as g
have to worry about storing additional stock [an]
More time OR paperwork [k} if buy from manufacturw

«w Cheaper to buy direct [k] from overseas manufactur, \p
not have to pay anything to third party [an]

w Purchasing economies of scale OR buy in larg antities when buy
direct [k] leading to lower average costs [an] ¢

o Quicker access to inventory (stock) [K] fr er [app] so can
satisfy any increases in demand [an] @ffl/

« Not able to check quality [k] as manufacturegs based in another
country [app]

8

4.1: Answer Section

[6]

[6]
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5. M 17/P11/Qdle
(a) Knowledge [1] : award 1 mark for identification of relevant point (s) [max 1] [6]
Application [1] : award 1 mark if relevant reference made to this business

Analysis [2] : award up to 2 marks for relevant development of point(s)

Evaluation [2] : justified decision made as to whether GKK should
introduce this technique

Points might include:

co Just in Time inventory control [k] which would help reduce storage costs [an]
o Kaizen /continuous improvement [k] by using delegation [app]
o Cell production [k]

6. O/N 16/P12/Q3/a

(a) Clear understanding [2]: where a single product is made at a time [4]
OR makes one product from start to finish (before starting the next one)
OR produce a personalized product individually [2)

Some understanding [1]: e.g. identifies one distinctive feature of job
such as products are made to the specific customer design; often labour-intensive;
highiy skilled workers; high quality, single product, flexible

7. M/J16/P12/Q1/c,d

{a) Knowledge [2 x 1] — award 1 mark for each relevant problem [max 2]. [4]

Application [2 x 1] — award 1 mark for each explanation in context.
Relevant points might include:

» Cash flowfliquidity problems/tie up working capital [K]
Additional storage costs [k] as need more factory space for storing vehicles [app]
Additional security costs/risk of theft [k] to protect valuable engine/car parts {app]
Risk of wastage/damage [k] as might want to bring out a new model [app]
Opportunity cost [k] resources could be used elsewhere to become more
efficient [app]

» Lack of space for production [k]

e Insurance costs [k].

(b) Knowledge [2 x 1] — identification of relevant way [max 2]. 4@ [6]
Application {2 x 1] — award 1 mark for relevant reference to this business

Analysis [2 x 1] — award 1 mark for each relevant explanation. Rel ight

include:

¢ Increase in capital intensity OR automation OR introduce n @@ogy {k] so
can benefit from economies of scale [an] when making

+ Introduce just-in-time [k] helps reduce inventory [app] ingzcost [an)

e Kaizen [k] @@a

e Improve layout of machines [k]

e Improve quality controlfassurance [k] to reduc %evel 2 aste [an]

e Training [K] so remaining 840 workers {app an WOt faster [an]

e Specialisation [k] as have skilled worke vents the need for rework [an]

+ |mprove communication {k]

e Better management [k]

L ]

Improve motivation (or identifies possible ways to do this such as performance
related pay) accept only once.
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8. M/ 16/P11/Q4/d
(a) Knowledge [2 x 1] — award 1 mark for each relevant advantage identified [max 2]. [6]

Application [2 x 1] — award 1 mark if relevant reference made to Nuwan's business.
Analysis [2 x 1] — award 1 mark for each relevant explanation. Reasons might include:
o Better service [k] — all employees are trained [app] so able to maintain customer
loyalty [an]
+ Flexible [k] — able to react quickly to changes in customer requirements [an) if
customers want a different cricket product [app]
« Leaner management [k]. Nuwan only has his 3 employees to inform/ask {app] so able
to make decisions quicker [an]
More control [k] as he owns the business {app]
Better communication [k]
Specialised knowledge [K] as a sports shop [app] so will attract more customers [an].

9. M/J 16/P11/Q3/d,e

(a)

(b)

Knowledge [2 x 1] — identification of relevant advantage [max 2]. [6]

Application {2 x 1] — award 1 mark for each way if relevant reference made to this

business,

Analysis [2 x 1] — award 1 mark for each relevant explanation. Relevant points might

include:

* Less inventory held [k] so less chance of wastage {an] as drinks could go out of date
[app]

« Lower costs [k] as don't have to spend as much on insurance [an] which will help

reduce expenses [app]

» |ess warehouse space [k] so have more space available [an] so have roomto
introduce flow production process [app]

« Improve working capital [k] as less money tied up in inventory [an] which can help
improve gross profit [app)]

e Improve cash flow (k]

* Increased motivation [K] as the idea came from one of the employees [app] and

therefore productivity could improve {an]

Improved quality [k] as ingredients are fresher [app] so increase in sales [an].

Knowladge [1] - award 1 mark for identification of relevant points about batch or fiow [6]
production, Positive or nagative paints allowed.

Application [1] - award 1 mark if relevant reference made to this business.

Analysis [2] — award up to 2 marks for relevant development of point(s).

Evaluation [2] - justified decision made as to whether the business should change to flow
production. Either viewpoint is acceptable.

Relevant points might include: \\ N
¢ Depends on level of demand/size of market [k] ‘@ &
» Economies of scale [k] \) ©

« Workers might become demotivated [k] as work is more repetitive than batc ‘-""5-
they become less productive [an]

+ Cost of investment [k] as only a small business [app] do they have
finance [an]?

= Inflexible [k] as make a range of flavours [app} so might not le to eBsily swilch to

meet demand [an)
« Warkers may fear radundancy [k] as machines replace t
employees needed [app).
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10. O/N 15/P12/Q3/a,b
(a) Clear understanding [2] e.g. where large quantities of a product [1] are produced in a (2]
continuous process [1]
Some understanding [1] .. ‘makes lots of the same thing’ OR identifies one distinctive
feature e.g. large scale production/large volumes, identical products, continuous production,
capital intensive, repetitive tasks, inflexible.

Do not credit examples as this does not answer the question.

(b} Application [2] e.g. 60 (cars per employee) [2]
Some application [1] e.g. method = total output/number of employees OR 168000/2 800

11. O/N 15/P12/Q2/c
(a) Knowledge [2 x 1] — award 1 mark for each relevant benefit [max 2]

Application [2 x 1] — award 1 mark for each relevant explanation in context of this business

Relevant points might include:

e Gain economies of scale/bulk buy [k] so can increase scale of production [app]

e Can meet ordersfinventory always available [k] as demand is rising [app]

o Production does not need to stop [k] so can keep making furniture [app]

« Avoid supply problems [k] as some types of wood might be difficul/long time to obtain

[app]
Application could include: use of numbers, demand risen (rapidly), furniture, factory, tables,
chairs, wood.

12. O/N 15/P11/Q1/c
(a) Knowledge [2 x 1] — award 1 mark for each relevant advantage [max 2] [4]
Application [2 x 1] — award 1 mark for each relevant explanation in context of TWH

Relevant points might include:

s some variety in workers’ jobs [k] leading to better motivation [app]
« allows more variety of products to be made [k] so can respond to changes in demand for
different toys [app])

if machinery breaks down other work can continue [k] so could improve efficiency [app]
flexible way of working [K]

economies of scaie/bulk buying (k] so lower average costs [app]
More output than job production [k]

Application marks may be awarded for appropriate use of the following: relay;

numbers, toys, motivation, average cost, efficiency, new technology & ' \\@
Do not accept cheaper, faster, more output (if just this is stated) ,@\\ (égﬁ
& ®
13, MIJ 15/P12/Q3/d @ ©
(a) Knowledge [2 x 1] — identification of relevant disadvantage, [6]
Application [2 x 1] — award 1 mark for each way if releva ecoe made to this business

Analysis [2 x 1] — award 1 mark for each relevant exp

to a business)

Relevant points might include: (

« May not stock all / jatest products k] so o{f{‘- atHll the hair products wanted [app] so
wastes time looking elsewhere [an]
More expensive [K] which could push up her costs [an]

» Take longer to receive stock [k] as many stages in distribution process [an] so large rival
businesses might offer fatest hair products first {app]

I3gatio ndie. why it is an disadvantage
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+ Has to buy more than she wants / can't just buy one [k] could be more than she can
afford [an] so less money to spend promotion / her new business [app]

+ No direct contact with manufacturer [k] so cannot tell them what needed [an] so cannot
build customer relations with her customers [app]

Do not accept high storage costs as not relevant to this business

Do not accept ‘has to buy in bulk / large amounts’ as the role of the wholesaler is to break
bulk

Application marks may be awarded for appropriate use of the following: appointments,
shampoo, haircuts, new business, (trying to build) customer relations

14. M/J 15/P12/Q4lc
(a) Knowledge [2 x 1] — award 1 mark for each advantage [max 2] [4]

Application [2 x 1] - award 1 mark for each relevant explanation in context of this business

Relevant points might include:

« Provides a clear idea of what job involves [k] so they can select the best pilots [app]

« Saves time / money / makes selection easier [k] as won't get applications from people
who cannot fly planes [app]

« As a basis for drawing up a contract [k] so sure that all duties will be carried out on-board
[app]

« Helps decide basis for pay [k]

« Help create person specification [k}

« Helps create appropriate job advert [K]

o Helps resolve disputes [k] between managers and pilots [app]

Do not accept advantages to employees. Candidates must not refer to person specification

Application marks may be awarded for appropriate use of the following: flights, on-board,
planes or aircraft, airline, pilots

15. MIJ 15/P11/Q4/a,b,e

(a) Clear understanding [2]: e.g. products are made in groups/blocks [1] followed by another [2]
block/group [1]

Some understanding [1]: identifies one distinct feature of batch e.g. made in (small) groups
or sets

Do not accept ‘batch’ as part of answer as stated in question,
(b) Application [2 x 1] award 1 mark per advantage

Points include:

e less errors/wastage/consistent quality
¢ less risk of injury
« higher output
e able to make new products
» speed of production/efficiency
e 247 operation Q{i} D
eg& are examples of cutting costs

Note: do not accept less wages or less employ;;ési@
re

(c) Knowledge [1] - award 1 mark for identificatio
points allowed [max 1] @
Application [1] — award 1 mark if relevant reféreg 88 made to Javid's business
Analysis [2] —~ award up to 2 marks for relevant development of point(s)
Evaluation [2] — justified decision made as to whether new technology would benefit Javid's
workers. Candidate's final decision can be either for or against the statement.

(&
g¥ant issue(s). Positive or negative

[6]
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Relevant points might include:

* need for re-training [k] which could create opportunities for promotion [an]

* impact on motivation (either positive or negative) [k]

» fear of change [K] as production process likely to change how they do things [an)

» fear of redundancy/job losses as machines replace jobs [k] could decrease motivation
[an]

less skills needed {k] so coutd mean lower wages [an] leading to lower living standards
[an]

opportunities to learn new skills [k] because they make new types of chocolate [app]
chances for promotion [k] as new job roles created [an)

safer conditions [K] in the manufacturing process [app] so less risk of injury [an]
company survives [k] because they remain competitive [app] so workers keep their jobs
[an]

Note: Do not accept points such as ‘more efficient’ unless clearly link issue to employees,
Application marks may be awarded for apprapriate use of the following: chocolates, sales
falling, need to cut costs, increased competition

Note: Answer must focus on the benefit or not to the workers

16. O/N 14/P12/Q5/d
Knowledge [2 x 1] — award 1 mark for each way identified [6]
Application [2 x 1] — award 1 mark if relevant reference made to a manufacturing business

Analysis [2 x 1] — award 1 mark for each relevant explanation (i.e. focus on how the method
identified generates the improvement in productivity)

Points might include:

* Increase in capital intensity OR automation OR introduce new technology [k] as
machines don’t have to take breaks/can work fonger periods[app] so able to produce
more in same amount of time [an]

* Improve quality control / assurance [k] to reduce level of waste fan)

* Changes in working practices/Improve layout of machines [k] so less wasted time
moving between different areas [an]

* Improve inventory (stock control)fintroduce JIT [k] so materials are available when
needed [app]

* Train workers [k] so understand what they are doing better [an] so use less materials
[app]

* Improve motivation (once only) [k] such as offer more holidays [app] so wo %@ave
incentive to work harder [an] '\

* Use of payment methods (once only) e.g. Bonuses/Piece rates [k] a '9 ry to
produce more parts/products [app] to earn more money [an] a8

* Cell production/kaizen [k] as it allows employees to discuss/sol r%\’ns affecting
production [app). 2 ®°

Accept introduce lean production [1] if no specific examples iv
g&a

Do not accept division of labour as this is already a large ing business.

17. O/N 14/P11/Q4/d
(a) Knowledge [2 x 1] - award 1 mark for each reasor&n iﬁo ) [6]

Application [2 x 1] - award 1 mark if relevant refergnice mpade to this business/manufacturer.
Analysis [2 x 1] - award 1 mark for each rele@ex ation (show how it will help increase
output per employee).

Points might include:

* Switch to piece rate [k] rather than pay low wages [app] as workers might preduce more
in order to gain more moneY [an]
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Increase pay [k] which improves motivation {app] so workers produce more per hour [an]
Better working conditions to improve morale [k] as they are currently poor [app}

New and better machinery

Training [k] improves motivation [app]

Reduce working hours

Implement health and safety laws [k] which are currently ignored [app]

Change management style [k] to democratic rather than autocratic [app] so that workers
feel involved and more willing to work [an].

18. MIJ 14/P12/Q2/c

(a) Knowledge [2 x 1] — award 1 mark for each relevant benefit. 4]
Application [2 x 1] —award 1 mark for each relevant explanation in context.

Relevant points might include:

s Quantity is still limited [k] so able to check reaches fuxury standard [app]

« Some economies of scale are possible (k] so able to reduce unit costs of each coat [app)

« Can add some variety into products (k] so customers can have choice of coats [app]

s Flexibility/easy to switch [k} as able to quickly change production to meet new design
[app)

Do not accept cheaper/less waste/consistency of product as all too vague.
Points must be related to business not empioyees.

19. M/J 14/P12/Q3/c

(a) Knowledge [2 x 1] - award 1 mark for each relevant advantage.
Application/analysis [2 x 1] — award 1 mark for each relevant explanation.

Relevant points might include:

Saves storage costs [k] so less capital tied up in stock [an]

Reduces the risk of obsolete stock [k] as cameras have a short life cycle [app]
Saves space [k] as larger part of factory can be used for the machinery [app]
Lower rent as less space needed [k] so lower fixed costs [an]

Reduction in waste [k] so can save money on expensive components [app]
Cutting out some processes [k] so quicker production of cameras [app]

Better use of equipment (K]

Do not accept points such as ‘increased efficiency’ or ‘better motivation’ for knowigige [tv].

S

20. M/J 14/P12iQ5/c
{a) Knowledge [2 x 1] - award 1 mark for each advantage

Application [2 x 1] — award 1 mark for each relevant explanation in cg r..\ o

Reasons might include: Q‘) ®©

« Costs are kept low [k] so might be able to reduce its pric -

« Capital intensive production [K] to help lower cash ou or our costs [app]

e Able to employ unskilled workers [K] as they onl e 47 oversee the paint making

machines [app]
e Goods can be produced quickly [k] so might he i e its cash inflows [app]
e © Consistent/uniform standard of products [K] (o}
» Production can continue 24/7 [K]
o Highest output [k] or higher output than batc
« Economies of scale [k] so able to reduce ca
Do not accept ‘increased output’ as too vague.

outflows [app]
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21. O/N 13/P12/Q1/a,b,c
{a) Correct answer [2]: 6 (units per worker) [2]

Method only [1]: e.g. Total output/number of employees OR 2400/400 OR $6

(b) Knowledge [2 x 1] one mark per reason

()

Reasons include:

* Impact on unit costs

Improve profit margin [2]

Shows effective use of resources OR efficiency

Help increase competitiveness of business/meet demand of customers

Increase output

Help identify poor performing workers/indicate problems with morale

» Basis for calculating wages or pay

Do not accept increase profits/sales [tv]

Knowledge [2 x 1] — award 1 mark per way [4]

Application [2 x 1] — award 1 mark for each relevant explanation i.e. show how the method

increases productivity. Explanation should refer to productivity not production in general

Methods could include

* Increase in capital intensity OR automation OR introduce new technology [k] as machines
work faster/more accurately than people [app]

» Improve quality control/assurance [k] to reduce level of waste [app]

* Improve layout of machines [k] to reduce wasted time moving between the
equipment [app]

 Improve inventory (stock control)introduce JIT [k] so materials are available when
needed [app]

* Train workers [k} so understand what they are doing better/improve performance [app]

» Improve motivation (once only) [k] as it will make employees work harder [app]

Piece rates [k] as workers will produce more to earn more [app]
Cell production/kaizen [k] as it allows employees to discuss/solve problems affecting
production [app]

Accept introduce lean production [1] if no specific examples are given

22, O/N 13/P11/Q1/a,c.d

(a)

(b)

Clear understanding {2] e.g. Productivity measures the amount of output that can be
produced from a given amount of resource inputs [2)

Some understanding [1] Speed at which items produced
Answers that state that this shows efficiency — max 1 mark.

Do not credit an answer that simply focuses on output alone e.g. s utput of a
business in a year. 2

N\
Knowledge [2 x 1] — award 1 mark per feature [max 2] é«’g} [4]

Analysis [2 x 1] — award 1 mark for each relevant explanation @ ©

Points may include:

* Associated with large volumes of output [k] so econﬁ&f séale possible [an]

» Similar or identical products produced [k] becaL},z | -.f?'- go through the same
processes [an]

Allows division of labour [k] so more efficient [ &
Continuous movement of goods along a progifctiondine [k] so output is faster [an]
Capital intensive [k] so high fixed costs [ P

Fast method of production [k] S

Note — Do not accept motivation as an identified feature of flow production. This may be
explained as a consequence of one of the identified features.
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(c) Knowledge/application [3 x 1] — award 1 mark per benefit {6]

Analysis [3 x 1] — award 1 mark for each relevant explanation i.e. why the points identified
generate benefits to the company

Reduced defects/better quality [k] so better reputation [an]

Reduced stock holding [k] so less capital is tied up in stock [an]

Fewer resource inputs [k] so lower unit costs [an]

Reduced waste [k] so less space required for storing [an]

Time saved [k] so greater output possibie [an]

Note — Accept lower unit costs only once as an explanation.

23. M/J 13/P11/Q3/d
(a) Knowledge [3 x 1]: identification of method [1 mark per method] [6]

Application/analysis [3 x 1]: explanation of how method could help improve productivity
Points could include:

« replace workers with machines [k] — no need to rest/no drop in quality due to
tiredness [an]

introduce more up to date technology [k] as iess likely to break down [an]

improve stock control/JIT [k] order only materials required so less time wasted [an]
improve quality control [k] so less rework required/workers take more care [an}
improve employee motivation (accept a practical example such as increased pay) [k]
so workers work faster to increase number produced [an]

train staff [k] to be more efficient — so less mistakes/wasted resources [an]

use TQM [k] so workers are more responsible for work [an]

changing the way work is organised e.g. Kaizen, lean production, cell production

24, O/N 12/P12/Q2/a -
(a) Clear understanding [2] Capital intensive implies production processes where machinery and

technology are the dominant resource input. [2]
If comparison made to labour, can gain 2 marks e.g. uses capital instead of labour.

Some understanding [1] e.g. use machinesfiittle labour used.

Do not accept ‘based on capital' as too vague.

25. O/N 12/P11/Q2/a,d,e

(a)

(b)

Clear understanding [2] Some understanding [1] 2]

Labour intensive implies that labour resource input is the key resource used in the business.
[Some comparison with say other resources such as capital will gain full maggs.} It also
implies that labour costs are the dominant cost of the business. :

Simple understanding shown by answers like — the business uses a lot of | :-"_e"g’ f@
@ S [6]

Knowledge [2 x 1] — award 1 mark for each way
Application/analysis [2 x 2] — for showing how these factors result in o A
Lean methods would: <
e Reduce waste

e Minimise stocks [JIT] @ 4
» Matches production to demand. [No finished goods s@%’
» Reduce time

So for example holding less inventory stock would
be tied up and hence overdraft levels would be |
money [reduce costs] because less storage
released can be put to more productive use. ss stock might also reduce insurance
premiums and this too would reduce costs of the b@siness.

Stock related points can be accepted twice if focts is clearly different e.g. space saving and
insurance reduced.

Points MUST be linked to lean production methods to be rewarded. So for example saying
cheaper or more efficient can be credited only if the explanation shows how.

dafice cgdts because less capital would
ing less stock would also save
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(¢) Knowledge (2] [6]
Application/analysis [2]
Evaluation [2]
Knowledge points could include:
e Methods should result in lower costs and hence lower prices
o Uniform standard of products
e Quality standards should be constant
» Improved availability
Alternatively a candidate might refer to:
» High quality clothing is often individually made and unique so may no longer meet the

needs of customers

e Production costs might rise in the short term which may result in higher prices
Explanation to show how the customer is affected by the change to automated production.
E.g. they might benefit due to the products being potentially cheaper to manufacture.
Evaluation: The answer needs to show some judgement on the impact of the change on the
customer. Thus lower costs do NOT automatically lead to lower prices so the company might
benefit but not the customer.
Note 1. The focus of the answer MUST be on the customer not the company.
Note 2. It is NOT necessary to cover both the pros and the cons for the customer for full
marks.

26. M/J 12/P12/Q2/a,c
(a) Clear understanding [2]: e.g. products are made in groups [1] of items of a certain amount,
usually to meet a specific order/as orders come in [2]
OR identifies two distinctive features of batch production.
Some understanding [1]: identifies one distinct feature of batch e.g. made in (small) groups.

Do not accept ‘batch’ as part of answer as stated in question.
Do not accept examples on own.

(b) Knowledge [2 x 1]: award 1 mark per relevant advantage. [4]
Analysis [2 x 1]: award 1 mark per relevant explanation (i.e. how it helps a business).
Benefits might include:

« reduction in waste [k] can lead to improved efficiency [an)lower production costs [an)

» by being involved in process workers are motivated [k] could lead to better quality [an)
reduced stock holding costs [K] as lower levels of stock required on site [an] {2
less resources required as less waste [k] so lower cost [an) <>
less operational space needed as production is better organlsed

oty
Id lower
fixed costs {an)].

\
Points must be linked to lean production to be credited. @ ﬁ
Do not accept simple statements as faster/cheaper/more outpu ient/time saving/
motivated unless explained.
Do not accept identification of methods e.g. JIT/Kaizen/T fétia%p@

27. M/J 12/1P11/Qtlae
(a) Clear understanding [2] e.g. a measure of the outpubbf siness in relation to its inputs [2]
or effective utilisation of resources/in a time periggdZ [2]
Some understanding [1] e.g. output per w ure of efficiency/rate at which they
produce goods.
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{b) Knowledge [2]: outlines methods of productionfidentification of issues concerning job
production. [6]

Analysis [2]: develop or explain point to show why it is an issue.

Evaluation [2]: reasoned judgement made as to whether ‘job' is still best method for IRKAM
to use.
For two evaluation marks, the answer must be clearly in the context of this business.

Either viewpoint is possible depending on points discussed.

Points might include:

nature of product — are doors standard or one off orders
can he meet demand if continue to use job production?
costs of changing process

training required for workers

possible financial costs of purchasing new equipment
frequency of orders

number of doors made

Context could include: high quality; quality control is important; looking for ways to
increase productivity.
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4.2: Costs, Scale of Production and Break-Even Analysis

1. OIN 17/P12/Q1/b,c
FlyAway is an airline business. It is in the tertiary sector. it offers low-price flights for business
customers in country J. Customers have to pay extra for luggage and food on the flight. It is a very
competitive market. The Marketing manager knows that improving customer service is important.
Bookings and advertising are done through FlyAway's ticket shops and its website. The Marketing
manager cannot decide whether to close its ticket shops and use only e-commerce.

Table 1: Selected information about two of FlyAway's routes

Route Average number of | Average price per ticket | Break-even number of
passengers per flight (%) passengers per flight

1 85 80 70

2 110 60 90

(a) Calculate the revenue gained from an average flight on route 2.
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2. O/N 17/P12/Q2/b

CGM makes high quality shoes using job production. The production method makes use of
specialisation. CGM operates in a niche market. CGM managers know that all business activity
creates external costs, so they always try to act in ways that protect the environment. The Operations
Director wants to increase profit. CGM could either buy cheaper raw materials or introduce new
technology into the production process. The new technology would cost $30 000 and could reduce
the number of employees from 30 to 26.

(a) What is meant by ‘external cost'?

-------------------------------------------------------------------------------------------------------------------------------------------
-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

3. O/N 17/P11/Q3/a
GDC is a transport delivery business in country Z. It operates in a competitive market. GDC has
5000 employees and 1000 delivery vehicles. GDC's organisational structure has many levels of
hierarchy with a long chain of command. The managers use an autocratic leadership style. Last
year GDC delivered 2 billion parcels for businesses. The Managing Director said: ‘Having a good
reputation is important. We have also benefited from economies of scale’. GDC wants to expand
its operations to another country, but cannot decide the best way to do this.

(a) What is meant by ‘economies of scale'?
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-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

5. O/N 16/P11/Q4/b

DCP makes a range of high quality industrial paints. It sells direct to 6 iarge business customers
which are located in different countries. DCP charges a price of $0.35 per litre. It operates in a
competitive market, The Operations manager has been looking at DCP's costs as shown in Table 2.
He wants to increase profit but he does not want to buy cheaper materials.

Table 2: Output and cost information for DCP per week

Output (fitres) 1500000
Total fixed costs ($) 350000
Total material costs ($) 60000
Total tabour costs ($) 40000

(a) Calculate DCP's average cost per litre,

-------------------------------------------------------------------------------------------------------------------------------------------
-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

6. O/N 15/P12/Q2/d

CLW makes wood furniture, including chairs and tables. Demand has risen quickly ,g_ger the past
3 years and the business needs to increase the scale of production at its facto factory is
located near the city centre in an area of low unemployment. The Finance Direc asproduced a

business plan, including a balance sheet. The Finance Director is pleased \é\gg& STiquidity.
_ N
Table 1: Extract of financial information @ﬁb%
©
2013 2014

Non-current (fixed) assets ($m) 2 @ 260
Current assets: R
Inventory (stock) ($m)
Trade receivables (debtors) ($m)
Cash ($m)
Total current assets ($m) 660
Current Liabilities ($m) 440
Current ratio ?

Acid test ratio
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(a) Identify and explain two factors (other than finance) that business management need to
consider when increasing the scale of production.

------------------------------------------------------------------------------------------------------------------------------------
---------------------------------------------------------------------------------------------------------------------------------------------------
--------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------
--------------------------------------------------------------------------------------------------------------------------------
---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

7. O/N 15/P11/Q1/a,b

TWH makes a range of toys using batch production. TWH's Managing Director, Dylan, plans to
invest in new technology to reduce average costs. ‘It's the only way to increase efficiency as | do
not know how we can improve employees’ motivation’ he said. Dylan cannot decide on whether it
would be better to use retained profits or a long term loan as the source of finance.

Table 1: Data for 2014

Number of toys made per week

Number of employees

Average wage per hour paid by TWH

Average wage per hour paid by similar businesses

(a) What is meant by ‘average cost'?

---------------------------------------------------------------------------------------
--------------------------------------------------------------------------------
---------------------------------------------------------------------

-----------------------------------------------------------------------------------------------------------------------------------------------
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(b) Calculate the output per employee per week in 2014,

---------------------------------------------------------------------------------------------------------------------------------------------------
---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

8. O/N 15/P11/Q2/c
Ramford is a private limited company. !t has four factories which make a wide range of food
products including breakfast cereal and ice cream. The Finance Director is worried about the
company’s financial performance. She has read that many businesses failed in the last year. *
think we are suffering from diseconomies of scale’ she said. Ramford's directors have decided to
cut the number of different products it makes from 80 to 10.

Table 2: Extract from accounts

2013 2014
Revenue (sales) ($m) 200 150
(Net) profit ($m) 70 60
Capital employed ($m) 280 300
(Net) profit margin 35% ?
Return on Capital Employed 25% ?

(a) Identify and explain two diseconomies of scale that Ramford might be experiencing.

DISECOMOMY 1o rrrreereernsensnss st ssseseeseses e e eeee e eeeeeesees e

---------------------------------------------------------------------------------------------------------------------------------------------------
---------------------------------------------------------------------------------------------------------------------------------------------------

-----------------------------------------------------------------------------------------------------------------

EXPIANALON: c..vuvvictreitttetssieeeeestnte s eesesets s eesses st st :

--------------------------------------------------------------------------------------------------------

9. M/J 15/P12/Q1/b,c h\g&@ ¢
PJK makes a range of luxury sports waiches. Each watch is dr@% by skilled workers. Quality
assurance is important. The Operations Director has b logRing at costs and prices as he
wants to do a break-even analysis. This data is shown iBsTab 1. He is planning to invest in new
technology to automate parts of the production process: perations Director thinks this is the
best way to improve profitability.
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Table 1: Costs and revenue ($)

Price per watch $100
Variable cost per watch $50
Annual sales 6000
Annual fixed costs $200000

(a) Identify two ways in which break-even analysis might be helpful to PJK.

WEY 17 courerrrnereersiosssrssssessnessstssssasssesssessssasssses o 4SS RS S S
WEY 21 1ovoeeerersersuseasesetssssstsosssmssasssssssssssesstoe it ot essaae SIS0 TP L
.............................................................................................................................................. [2]
(b) Using the information in Table 1, draw a break-even chart for PJK on Figure 1. [4]
Figure 1
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10. M/J 15/P11/Q1/b,c,e

Gomez is the manager of a small computer repair business, Table 1 shows some costs and prices
for his business. As it is a competitive market, Gomez knows it is important to maintain customer
loyalty and revenue. Gomez knows that a lower break-even point would help improve profits, He
thinks the best way to lower the break-even point is to raise prices.

Table 1: Cost and price information

Price per customer $30
Variable cost per customer $20
Average number of customers per month 140
Monthly fixed costs $1000

(a) What is meant by ‘variable cost'?

---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

.............................................................................................................................................. 2]
{b) Using the information in Table 1, draw a break-even chart for Gomez's business. [4]
5000 y——rree : S
45004 501z & 3 e i ke i
40004511 r ol ‘ :
4 N B U0 R o i i 8 S R A B 5 e e
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3000{— sl i
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(B permontn) 20001 ot e e L
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L T T e b e s
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bt degnl |5 S NI 5 e
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(€) Gomez thinks the best way to lower the break-ev:
Justify your answer, <

-----------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------
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...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................

---------------------------------------------------------------------------------------------------------------------------------------------------

11. O/N 14/P12/Q5/c

Ali has just been appointed as Managing Director of Anypart, a large manufacturing business.
He toid Anypart's Board of Directors: ‘Behaving ethically will always lead to lower profits. | want
our employees to work longer hours, have fewer holidays and become more productive. This will
reduce costs of each unit of output and will benefit all our stakeholders’. Not all of the directors

agreed with him.

(a) Identify and explain two benefits to Anypart of reducing costs of each unit of output.

BEMEHE T2 vevereeeeeeserersreseensssoseransesessasssssineassmebsbassssessamsstssstissnsstessassssnertsasisssiisassrsasatssisiscstssssoniis

---------------------------------------------------------------------------------------------------------------------------------------------------

--------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------

EXPIANAtON cvvriierreiemresassssssssssismsissennissssessastssssasastomsiasssssnesseenss

2
........................................................................................... IS
N

12. O/N 14/P12/Q3/b

Rhiannon Enterprises manufactures ladies clothes. Its bes
T-shirts. Figure 1 shows sales data for these pro
main products was 50% of the total sales of the
competitive. In 2013 the business reduced the price g¥ its jeans by 25%. It is now trying to find
low cost suppliers of cloth to increase its profit margins. Sales of some other products have been
falling despite Rhiannon Enterprises increasing advertising spending on them.

g products are fashion jeans and
4 the value of the sales of these 2
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Figure 1

Value of Sales $000
176

e Jeans

—— T-shirts

2012 2013 2014

(a) Calculate the total value of sales of Rhiannon Enterprises in 2014,

---------------------------------------------------------------------------------------------------------------------------------------------------
---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

13. O/IN 14/P11/Q2/a
Rakesh manages a car repair business in country Y. He buys cars that are damaged or have parts
missing. Rakesh adds value by repairing these cars until they look like new ones. He employs
5 workers to do the repairs. The business holds a large stock of car parts and Rakesh always pays
cash for these. However Rakesh's sales are usually on credit.

Table 1: Some information for a typical trading week

Cars bought by Rakesh 6
Average cost of each car $2000
Average cost of parts used per car $500
Weekly wages per employee $1000
Weekly fixed costs $4000 A9

Average price per car sold
Number of cars sold

(a) What is meant by fixed costs'?

----------------------------------------------------------------------------

------------------------------------------------------------------------------
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14. O/N 14/P11/Q1/e
Lu is a sole trader. He manages a bakery shop making and selling bread and cakes. He employs
4 workers all of whom are paid on time rate. Lu wants to expand the business by buying a new
shop and using it as a café (restaurant). He also wants to make a wider range of cakes, such as
wedding and birthday cakes, for which he thinks there is a demand. At present the business sells
all of the bread and cakes it makes.

(a) Do you think that Lu's business will be more profitable if he expands it by opening a café in a
new shop? Justify your answer.

...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................

---------------------------------------------------------------------------------------------------------------------------------------------------

15. M/J 14/P11/Q3/a,b
HPT makes frozen food products. The Finance Director wants to improve HPT’s cash flow position.
Table 1 is an incomplete cash flow forecast for the next 3 months. The Finance Directoghinks HPT
should not use expensive packaging. He is also worried that new Government heal 8 safty laws
will not benefit the company and will only add to its costs. 3

Table 1: Cash flow forecast ($000's)

Month 1 Month 2
Opening balance {50000) (30000)

Cash inflows 200000 180000

Cash outflows:

Wages 60000 60000

Packaging 20000 20 000(2@

Raw materials 45000 550

Fixed costs 55000 5 Z

Total cash X 0 180000

outflows

Net cash flow 20000 20000

Closing balance (30000) (40000) (20000)

Note: numbers in brackets are negative.
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(a) Identify two fixed costs that HPT might have.
FIXEA COSE 11 ottt et st besh b e e s s st cns s snsssssassostossasas st sasenns
FIXEBU COSE 2 o..rvrireriireiieeniinisnnitiiesisesssiinenssieessessstessnssresssrsestostasssassns ssssmssssensaeseennessessesssaes 2]
(b) Calculate the following.

Month 1 total cash QUHIIOWS (X): coeiiiiiirirrtreeissieiieree e ereesrsssesassssesstesessersnnsesseesssssssessasssans

---------------------------------------------------------------------------------------------------------------------------------------------------

16. O/N 13/P12/Q3/a,b
Harry owns a pizza restaurant in a large city. Table 2 gives financial data for the business in

2012.
Table 2
Selling price per pizza $8
Variable costs per pizza $5
Weekly fixed costs $2700
Weekly sales 1500 pizzas

(a) What is meant by ‘variable costs'?

------------------------------------------------------------------------------------------------------------------------------------------
------------------------------------------------------------------------------------------------------------------------------------------
------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------

(b) ldentify two examples of fixed costs for Harry’s business.

Example 1: 059» ...............
©
R

@
EXaMPIE 2: ..ot s e s be s e sae e i [ [2]

17. MlJ 13/P12/Q3/e {S@"
Emir is the Production manager at a large food prodt@on factory. He wants to lower

average cost to help the business remain competitive. All, workers are paid using time rate.
Emir believes that good internal communication is i bggg'rhe company has decided to
stop importing raw materials as this causes a lot@fpto 5. Emir must choose a suitable
method of communication to tell the overseas sup ieér;QfJ his decision.

(a) Explain two ways in which the Production manager could reduce average cost.
Recommend which way should be used. Justify your answer.
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------------------------------------------------------------------------------------------------------------------------------------------
------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------
------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

18. O/N 13/P11/Q1/b,e

Earnshaw is a company that buys raw materials and components in bulk. It uses them to
manufacture furniture using flow production methods. Productivity in the factory is high.
Currently Earnshaw has high costs of holding stock. The Managing Director wants to
introduce lean production methods.

(a) Identify two advantages to Earnshaw of buying raw materials in bulk.

7o |V = o = e P Ty P P P e e
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------------------------------------------------------------------------------------------------------------------------------------------

..........................................................................................................................................

------------------------------------------------------------------------------------------------------------------------------------------

..........................................................................................................................................

------------------------------------------------------------------------------------------------------------------------------------------

19. O/N 13/P11/Q2/a,b

20. M/J 13/P11/Q3/b,c

Muammar sells boxes of spices to markets. Workers in Muammar's business are paid on a
piece rate basis. Table 1 gives financial details of the business in 2012.

Table 1
Fixed costs per month $10000
Employee wages $2 per box
Raw materials $3 per box
Marketing costs $1 per box
Selling price $8 per box
Sales per month [average] 9000 boxes

(a) !dentify two examples of fixed costs for Muammar's business.
EXAMPIE 11 it s s s st st sk e e essaresasasnaranenes
EXamPIe 2: ...ttt s ase s e e e e s e e s n s 2]
(b) Identify two reasons why sales may vary from month to month.

RBASON T oeeeiiierinririiesstiisiuissiertesasnsssnsssssrsassssersnssassssssonnssnsesasssnesesrassessnsensnestsoserssasssssnns

---------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------

Machine holds a lot of stock. The owner, Ishant, wants to | S8, oductivity. Also the
ok i .
3,-;:'. nd. ‘Expansion should

thesiew factory is going to be

Sharma Machine manufactures motorcycles. The company is gﬁuct ientated. Sharma

company plans to open an additional factory to satisfy incr
mean economies of scale’ said Ishant. ‘The right Iocatin%r

2

important if the business is to remain competitive.

(a) Identify two possible economies of scale the

Economy of SCAIE 2: ....cciviiiiiiiniininiiiniisiiinissiiiense e sinesssnesssasasssssessannssessns 2]



290 4.2: Costs, scale of prod, & break-even analysis

Business Studies O-Level P-1 Workbook
Read & Write Publications

(b) identify and explain two possible problems for Sharma Machine of holding a lot of stock.

PrOBDIRIMTY 1. eeeeeeeeeceerieeeeeesssssnnsnsssssrssesnnsssnsssnssrnansssssasnssssnnbsssssssetsreossersoressnusnrsessnnssnnssrsnsasanens

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

PO D I 2. aeeeieereeeveessssacssssensessssssansassnssessnassssessssesssssessnnsnsbsietssbbsnssssienssorsssnssnssasnrnrsssssnsns

---------------------------------------------------------------------------------------------------------------------------- pusssnsssnssen

ST B S O S S P P PP e s

--------------------------------------------------------------------------------------------------------------------------------------

21. O/N 12/P12/Q2/c
Just4U manufactures motor car parts. The production methods are capital intensive. The

management believes that the company benefits from economies of scale. However,
problems with the workers in the factory have led to poor quality production. Despite this,
the Managing Director believes that the company must continue to grow if it is to achieve its
objectives. The business is planning a takeover of a competitor.

(a) Identify and explain two economies of scale from which car parts manufacturer could benefit.

Economy Of SCAIE T: ......cccviiiiiniinnnsnineriensisiiesmmieiese st senessnsssesssasssasssnes

------------------------------------------------------------------------------------------------------------------------------------------
------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------

22. O/N 12/P12iQ3/c é@b

Celtic Springs, a public limited company, is a water bo i@b
been unhappy with the performance of the business ar,
the next Annuaj General Meeting (AGM). Table 1 sh an
Profit/Loss Account.

reatening to take action at
ract from the company'’s fatest
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Table 1: Celtic Springs Profit/Loss Account 2011 ($my)

Sales revenue ?
Cost of sales 150
Gross profit ?
Overheads/expenses 70
Net profit 10

(a) Identify and explain two ways Celtic Springs could reduce its cost of sales.

------------------------------------------------------------------------------------------------------------------------------------------
------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

23. O/N 12/P12/Q4/d

Colour Rack manufactures paint in country Z. it sells its products to customers both nationally
and internationally. Colour Rack uses a specialist transport company to deliver its products to
customers. The Colour Rack brand is well known. Many of its factory employees are unhappy
at work. They are well paid but [ack motivation due to the repetitive nature of their work.

(a) Identify and explain three factors Colour Rack should consider in deciding which
transport company to use to deliver its products.

FACHOT 11 sttt csessesess s s sesasesseeessssssse s sooeses e c@

B — W
RPN

EXPIANALON: ...covierrrrreessiccereesenr et cmessseesesee oo M&}@@g} ...............
Ko
................................................................................................ N —

=]
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FaCEOT 3. uveseeressesmersesssasssensesnesseseentontenssusesssnnassessiis assrsiesisasasaiatonsassasssnsassrinsssnastsnnitissoness

------------------------------------------------------------------------------------------------------------------------------------------

24. O/N 12/P11/Q1/b

Durban Dragons is a big football club. Recently fewer people have been watching its matches
and ticket revenue is falling. Some people say that ticket prices for matches are too high
and should be reduced. The club has high fixed costs and needs to improve its cash flow.
The club directors have been trying to gain sponsorship and a number of businesses are

very interested.

(a) What is meant by ‘cash flow'?

------------------------------------------------------------------------------------------------------------------------------------------
------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

..................................................................................................................................... (2]
Give two examples of fixed costs that a business like a football club would incur.

EXBIMPIE 17 1evreuerirranessarasessasssnsarssessesasssestises ssaasas 1 8asesssse a4 sessas st s st
EXAMPIE 2 1vureecreraeresssssassirersssssssssssssssssssstssmsssstasastsstss st shasa s om s s s [2]

25. M/IJ 12/P12/Q5/e
Sachs-Tech makes parts for the mobile phone industry. Sales have risen very quickly. The
company needs a new factory to meet demand. The management is not sure where uild

the factory. The company is currently looking to recruit three new production rviq)@s.
The Human Resources manager, Manuel, is busy writing a job descrid ®¢_=f" son
2,
N

specification for these supervisor roles. Qg

(a) The Finance manager is worried that the business might be growj @ ly. Do you
think he is right to be worried? Justify your answer. @ ©
&
«

{@@ £

@

.......................................................................................... R
S

---------------------------------------

---------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------



Business Studies O-Level P-1 Workbook 293 4.2: Costs, scale of prod. & break-even analysis
Read & Write Publications




Business Studies O-Level P-1 Workbook 294
Read & Write Publications

Answer Section
1. O/N 17/P12/Qi/b,c

(a) Good Application [2] Correct answer 6 600 {$ notneeded)
Some application e.g. Method [1] Price x number of passengers
OR 110 x 60
{b} Knowledge [2 x 1] — award 1 mark for each relevant way
Application [2 x 1] — award 1 mark for each explanation in context
Possible points might include:
* Shows the expected level of profit OR loss at different levels of
output [k] to show which routes to expand or cut {app]
* Shows the margin of safety [k] if seli over 70 OR 90 tickets
[app]
* Helps planning OR forecasting OR decision making [k] about
passenger numbers [app]
« Can see what will happen if costs OR prices change [k] to see if
should close its (ticket) shops [app]
e Help apply for finance [k]

2. O/N 17/P12/Q2/b

(a) Clear understanding [2] impact paid for by the rest of society [1] as
a result of business actions [+1]
OR Costs or disadvantages that fall on third parties that is one not
directly involved in the production process {2]
Some understanding [1] costs society has to pay

3. O/N 17/P11/Q3/a

4.2: Answer Section

[2]

(4]

[2]

(a) Clear understanding: [2] factors that lead to lower average costs asa business increases

insize.
Some understanding:[1] benefit of increasing in size

4. M/J 17/P12/Q1/d
(a) Knowledge {2 x 1]: award 1 mark for each way identified

Application [2 x 1]: award 1 mark for each relevant reference made to

this business

Analysis {2 x 1]: award 1 mark for each relevant explanation

Points might include:

= Increase advertising (allow only once} [K] attracting or persuading
encourage new customers [an] to his shop [app]

o Sell to different target market [k] so do not sell only to childregy{ag
so able to attract different customer [an]

« |ncrease prices [k] increases amount of revenue peu@ﬁld W
S -

]

Lower price or offer price promotions OR discounts
incentive to buy more [an]
= Offer new OR additional products [k] e.g. differe ﬁéhot g [app] to
appeal to a new market segment [an] b 0

- (2
« Loyaity schemes [k] could encourage existingtu
more from him [an]

ers to buy
Use of sales promotions e.g. competitions |

[+ 0]
o Increase quality [k]
o Use e-commerce or sell via website [k]

[2]
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5. O/N 16/P11/Q4/b

(a)

Good application [2] 30c or 0.3 (per litre } 2]
Some application [1] e.g. total cost divided by output OR 450000/ 1 500000

6. O/N 15/P12/Q2/d

(a)

Knowledge [2 x 1] — identification of relevant issues [max 2] [6]
Application [2 x 1] - award 1 mark for each way if relevant reference made to this business
Analysis [2 x 1] - award 1 mark for each relevant explanation

Relevant points might include:

« Enough workspace [k] so might have to relocate [an] away from city centre [app]

o Access fo sufficient supplies [k] if there is a shortage of wood {app] might not be able to
meet orders [an]

« Labour issues e.g. heed to recruit/train more workers [K] to make furniture [app] adding
to business expenses [an]

« Market demandfincrease in demand permanent [k] as dermand risen quickly [app] if
tastes change again couid be left with unwanted inventory [an]

« Diseconomies of scale e.g. communication issues [K] as larger scale might mean current
methods do not work [an}

« Storage issues e.g. have they sufficient storage space [k] as already have high levels of
inventory [app] as may need to rent additional unit [an]

o Quality issues e.g. are they able to check standard [K] of tables made [app]? could lead
to bad reputation [an]

« Machinery issues e.g. is condition/level of machinery sufficient [k]?

Application could include: use of numbers, demand risen rapidly, high level of inventory, low
unemployment, near city centre, factory, furniture, tables, chairs.

7. OIN 15/P11/Q1/a,b

(a)
(b)

8. O/N
(a)

Clear understanding [2] e.g. Total cost divided by the total number of units produced 121
Some understanding [1] e.g. cost to make one product/cost per unit

Good application [2] e.g. 520 [2]
Some application [1] e.g. total output/number of employees of 260 000/500

Note: ignore $ sign

15/P11/Q2/c
Knowledge [2 x 1] - award 1 mark for each relevant diseconomy [max 2j
Application [2 x 1]~ award 1 mark for each relevant explanation inco

Relevant points might include: N, éy
e Poor communication [k] as messages need to be sent!recei r@q factories [app}
«  Low morale/motivation [K] as worried products they ma @g cut [appl

« Slow decision making [K] as 80 products to consideué‘}%

o Lack of control [k]

Application marks may be awarded for appropriate of 182 following: calculations/use of
numbers, factories, 80 products, reduced profit, fiiaricigiperformance, wide range, private
limited company. @3
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9. M/J 15/P12/Q1/b,¢

(a) Application [2 x 11-award 1 mark for each relevant way [2]

Points could include:

Planning / forecasting / decision making / help set prices

Help work out level of profit at different levels of output

Show margin of safety

Shows how much needed to produce to cover costs / avoid loss / breakeven point
Heip apply for finance

Do not accept points such as shows costs / sales / profit on their own as too vague

(b) o Accurately plotted TR (revenue) fine [1]: start at 0, at 4000 units should be at $400000 [4]

* Accurately plotted TC line [2] in total for start at $200 000[1] $400000 at 4000 units [1]

Labelling: TR and TC [1] only if layout is correct. TR must start at zero and lines must
Cross

Notes:

Accurately drawn unlabelled break-even chart [3]
For 4 marks TR [revenue] and TC must be clearly labelled
Max 1 mark for inaccurately plotted break-even chart with TR and TC correctly labelled

10. MIJ 15/P11/Q1/b,c,e
(a) Clear understanding [2] costs that change [1] with the level of output produced/sales made

(1]

(2]

Some understanding [1] e.g. costs that change [1] or costs that vary with sales/output [1]

Do not accept examples of variable costs
Do not accept the phrase ‘costs that vary’ as this is re-wording the question

(b) «

Accurateély plotted TR line [1]: start at 0, at 100 units is $3000 [4]
Accurately plotted TC line [2] in total: start at $1000 [1] $3000 at 100 units 1]

Labelling: TR and TC (1] only if layout is correct. TR must start at zero and lines must
Cross

Notes:
Accurately drawn unlabelled break-even chart [3].
For 4 marks TR frevenue] and TC must be clearly labelled.

Max 1 mark for inaccurately piotted break-even chart with TR and TC correctly labelled.

5000, 2 T
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. antification of relevant issue(s) [max 1] [6]
‘nt reference made to Gomez's business
: levant development of point(s)
/ % 7 to whether raising prices is the best way lowering
%m e A ion can be either for or against the statement.

& .
%A %, 7 do less repairs [app]
. % sing prices will see a greater fall in

% . competitive market [app]

e -rk is reduced [an] so lose customer loyalty [app]
%m % appropriate use of the following: use of break-even

.:-93 all computer shop, customer loyalty.
A4
.ward 1 mark for each advantage [4]
/:\-} award 1 mark for each relevant explanation
. include:
.ase efficiency [k] so less wastage of resources / better able to meet customer
.ders [an]

Increase profit margin /profit [k] higher dividends for shareholders [an]
e Remain competitive / lower prices [k] to keep /attract customers [an]
¢ Less cash outflow [K].

12. O/N 14/P12/Q3/b

(a) Clear application [2] 600 000 ($ not required) [2]
Some application [1] e.g. method [1] OR 300 000 + 0.5 OR 300 000 x 2
Note: no marks for 300 000 alone as this does not answer question.

13, O/N 14/P11/Q2/a

(a) Clear understanding [2] e.g. costs that do not change [1] as the level of activity changes [+1]
Some understanding [1]: e.g. costs that stay the same.

Note — Must link answer to level of activity/output to gain full marks. Do not accept examples.

14. O/N 14/P11/Q1/e

. , . N

(a) Knowledge [2 x 1] award 1 mark for each relevant issue identified. é\- ®@ [6]
Application [1] - award 1 mark if relevant reference made to Lu’s busi Q
Analysis [1] — award 1 mark for relevant development of point(s).
Evaluation [2] — justified decision made as to whether Lu’s business "
he expands it by opening a new café. @

Points might include: @
« Sales revenue of the business should increase [K] if ‘g\\‘ﬂ% {
[an]} who might buy cakes [app] :

e Extra costs [k] such as additional rent [app] he
which will increase L.u's expenses [an]
s Reaction of competition [k] %
o s there sufficient demand [k] Lu only thinfg}a
Developed example:
Sales revenue of the business should increase [K] but expansion creates extra costs [k] such

as the additional rent [app] so profits may not increase [an). Everything depends upon the
success of the venture in generating new customers [eval].

:)5‘:5" s a demand [app].
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15. M/J 14/P11/Q3/a,b
(a) Application [2 x 1] 1 mark per fixed cost
Fixed costs could include: rent, rates, interest payments, electri
Allow practical examples such as freezers, :

(b) Application [2 x 1] award 1 mark for each correct value. $ symbol not r
shown as a negative value
X = $180000; Y= (10000)

Note: Answers should be in millions but accept 180000 and (10000) due to

16. O/N 13/P12/Q3/a,b
(a) Clear understanding [2] e.g. costs related to the direct operation of a businet
change [1] as the level of activity changes [+1]. E
Some understanding [1]: e.g. costs that change
Note: Must link answer to level of activity/output to gain full marks.
Do not accept ‘costs that vary’ as simply reordering the words

(b) Application [2 x 1] one mark per fixed cost
Examples include: rent/insurance/business rates/salaries/heating/utilities/interest charge
Do not accept wages or taxes or dividends
17. M/J 13/P12/Q3le
(a) Knowledge [2 x 1] — award 1 mark for identification of way [6]

Application/analysis [2 x 1] — award 1 mark for each relevant explanation (i
the way would help reduce costs) " " (e show how

Evaluation [2] ~ justified decision as to which method the Production manager should use X
Note: For 6 marks must explain why chosen way is the better option \
Ways might include: \

» Iimprove stock control/JIT [K] so only order materials needed to reduce wastage [an]
» increase efficiency and/or productivity [k] by changing way the work i X
e.g. introducing lean production/kaizen IS organised,

find cheaper raw materials [k] so reduce variable costs [an] l
reduce number of workers or cut wages paid [K] to reduce total variable costs [an]

renegotiate rent [K] so reduce amount of fixed costs [an)] |
buy in bulk/purchasing economies of scale [k] this will lower their cost per unit [an) f
better machinery [k] which could improve productivity [an)/OR replace w
machinery [k] which would lower labour costs [an)

Developed example:
Obtain cheaper raw materials [k]. He could negotiate discounts or find
reduce his variable costs so reducing average costs [an). Introduce $&h
[k] which can lead to higher job satisfaction resulting in higher praft

spread over a larger output, so reducing average costs [an]. H 5,SH
increase productivity [eval]. If he obtained cheaper matw f average costs may be

offset with a fall in revenue as product quality may suffe

I
I
18. O/N 13/P11/Q1/be &) J
A .
(a) Knowledge [2 x 1] award one mark per advantag b @b 12] J_
Points may include: @@ 2
e Purchasing economies of scale [resour@twi kbe cheaper] J
Materials always available when needed [nesdelays)
Little chance of stock outs [running out of stock]
Requirement to order less often |
Saves on delivery costs I
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(b) Knowledge/application [2 x 1] - identification of relevant issues [6]
Analysis [2] - award up to 2 marks for relevant development

Evaluation [2] - reasoned judgment made as to whether unit costs must fall as business
grows in future,

Points might include:

» Lower unit cost leads to potential higher mark-up [k] therefore higher profit [an]

= Lower prices can be charged {k] which might increase the number of sales [an]

¢« Economies of scale [k]

* Risk of diseconomies of scale [k]

Developed answer:

As a business grows it should benefit from economies of scale [k]. This, therefore would
mean the business can lower prices [k] which may encourage greater sales [an]. Therefore
falling unit costs allow a business to grow. fev] However, even if unit costs fall the business
may not be able to grow because the marketing for the business may be poor or there may
be increased competition [an] and this may restrict growth. [ev]

19. O/N 13/P11/Q2/a,b
(a) Application [2 x 1] award one mark per example. [2]

Points include: rent/rates/insurance/interest charges/heating/utilities/salaries

Da not accept wages, table 1 specifies wages as $2 per box
Do not accept machinery unless the answer specifies the cost of machinery.
(b) Knowledge [2 x 1}: award one mark per reason, [2]
Points include:
nature of product
seasonal reasons
increased competition
consumer tastes/fashion changes
changes to marketing
e prices may have varied
Note — Do not accept ‘demand varies’ as a reason on its own because this is implicit in the
question. Answers need to give a reason as to why demand varies.

20. M/J 13/P11/Q3/b,c

(a) Correct answer [2] Method [1]
Price = cost + mark up [1] ($30 000 x 40%) + 30 000 [1] = $42 000 [2]
Note: $ not required
Do not credit $12 000 (the calculation of mark up) as it does not ans <

(b) Knowledge [2 x 1] — identification of disadvantage [1 mark per dis:ggal@"-g [4]
Analysis [2 x 1] — explain how it is a disadvantage to a business@ ®©
Disadvantages could include:

* have to disclose accounts [k] so less able to keep
[an]
many legal requirementsiregulations [k] which
selling shares expensive [k] because shares
shares are freely traded [k] so there is a gi&
owners might lose control [an) @

IR .
aladetails secret from rivals

&
&exp gSive and time consuming [an]
één listed on the stock market
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21. O/N 12/P12/Q2/c

(a) Knowledge [2x1] — award 1 mark per economy of scale identified. [4]
Application/analysis [2x1] — award 1 mark for each relevant explanation (i.e. show how
economy comes about).

Economies might include:

« technical [k] e.g. invest large amounts in R&D as costs spread over more units [an]

» financial [K] it is easier for large firms to access more sources of finance as seen as a
lower risk [an]

« marketing [k] cost of advertising spread over more products, so cheaper per unit [an]

e risk bearing [k] large businesses operate in more than one market so if one market
struggles, have others to rely on [an]

» managerial [k] as can afford to hire specialist managers [an]

« purchasing/able to buy in bulk [k] as get discounts/lead to lower unit price [an].

Note: practical based examples are also acceptable.

22, O/N 12/P12/Q3/c
(a) Knowledge [2x%1] - award 1 mark for each way identified. (4]
Application/analysis [2x1] — award 1 mark for each relevant explanation (i.e. show how
changes would reduce appropriate costs).
Ways to reduce cost of sales (implies reducing the direct costs):
» greater efficiency e.g. reduce waste, JIT [k]
« lower Jabour costs [k] - Note explanation must be wages not salary
» lower raw material costs e.g. buy in builk [k] which will lower unit cost [an]
 cost of transporiing raw materials {i.e. carriage inwards).
Do not accept examples of indirect cost reductions e.g. lower rent or salaries or cut
marketing budget.
Do not accept productivity (as not related to cost of sales).

23. O/N 12/P12/Q4/d
(a) Knowledge [3%x1] — award 1 mark per factor. [6]

Application / analysis [3x1] — award 1 mark for each relevant explanation (i.e. show why

these factors need to be considered).

Factors include:

« competitively priced [k] because if it is too expensive if will add a lot to costs/lower profit
margin [an]
reliable [k] so ensure products reach customers on time [an]
reputation/conveys correct image for Colour Rack [k]
efficient [k] so no mix up in paint deliveries [app] ) A
sufficient capacity available to supply on demand [k} ot i miss out on

sales/orders [an]

« flexibility of meeting CR and their customers’ requirements [k]: ©
24. O/N 12/P11/Q1/b § <@
(a) Application [2 x 1] — award 1 mark per example [2)

ult of its existence [unaffected
e — insurance/rates/rent/salaries
wages or purchase of football

by the volume of work undertaken]. Thus costs migB®i
etc. Allow any reasonable suggestion. Do
equipment such as balls or shirts.

Fixed costs refers to any cost incurred by the bw
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25. Ml 12/P12/QS/e

(a) Knowledge [2 x 1]: identification of relevant issues. [6]
Analysis [2]: explain how or why issue needs to be considered.

Evaluation [2]: reasoned judgement made as to whether business might be growing too
quickly.

For two evaluation marks, the answer must be clearly in the context of this business.

Either viewpoint is possible depending on points discussed,

Possible issues include:

demand for the product is growing [k] so need to expand to meet customer requirements
[an]

growth can bring many advantages e.g. economies of scale [k]

depends on objectives of the business/attitude to risk (k]

costs of expansion e.g. more equipment [k}/extra factory space needed [k] can the
business afford to pay [an)

management issues e.g. do they have sufficient skilled managers to oversee the
expansion [k]

recruitment problems e.g. are they able to recruit enough workers or the right people? [k]
finance issues e.g. access to necessary sources of finance (k]

diseconomies of scale [K]

quality may suffer in rush to meet demand (k)

sales could fall as quickly as sales have risen [k]

problems of excess stock [k].

Context could include: mebile phone industry, sales are rising quickly, meet demand, new
production supervisors, makes parts, new factory.
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4.3: Achieving quality production

1. M/J 17/1P12/Q3/d
Five years ago Manisha started making cakes for celebrations, such as weddings and birthdays,
from her home. Now she has a small shop and 3 employees. Product quality is important to her
business. Manisha said: ‘l have benefited from the economic boom but | did not expect demand to
increase by 500% each year. Somehow | have managed to cope with higher interest rates and all
the challenges of being a sole trader. The business is profitable at last but | have to work every
day.’ A friend has offered to become Manisha’s business partner.

(a) Identify and explain two reasons why product quality might be important to cake making
business.

REASON 1% ooveereeeresrssessessesssasasssssstssssssssssstaseesrebettttssssssssassnesressssatssse tessssssstasassasassssssssasessonss

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------
-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

........................................................................................................................................... [6]
2. O/N 16/P12/Q3/b
TKF makes furniture such as beds and tables using job production. TKF has ime office
employees, 8 production workers and 1 manager who is expected to carry out xus ntrol. As

the factory is busy, most communication is by email. After a number of cu -°¢'§v‘" plaints, the
\

manager thinks TKF has some communication barriers. He believes goog ,\ ommunication

can help TKF be more efficient, The manager is also worried about TKiSrcaghdlow position.
Table 1: Cash flow forecast for TKF (Sigjﬁ } /é\®

>
December Janua@> : ruary
<3 7
Cash in 35 29

H A
Cash out 29 /‘é?ﬂ 26
)

7,
Net cash flow 6 @3@/ éﬁf 3
Opening balance (3) A 3 (2)

Closing balance 3 (2) 1
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(a) What is meant by ‘quality control'?

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

3. O/N 16/P11/Q1/e

C&C has a good reputation for making high quality, hand-made shoes. It has 120 full-time skilled
employees. C&C needs to recruit another 20 production employees to meet increased demand.
The Managing Director said: ‘I don't know why people worry about globalisation. Two years ago
we did not export, now exports are 10% of our output and increasing.’ C&C has orders for 100 000
pairs of shoes in 2017. The Managing Director cannot decide whether to introduce new technology
into the production process.

(a) Do you think Hand made shoe manufacturer should introduce new technology into the
production process? Justify your answer,

...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
..................................................................................................................................
.......................................................................................................................

----------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------

4. O/N 16/P11/Q4/d

DCP makes a range of high quality industrial paints. It f@di

which are located in different countries, DCP chargefsngapn‘ @é

competitive market. The Operations manager has%i: b0 ':” at DCP's costs as shown in Table 2.
uy.

He wants to increase profit but he does not want Sheaper materials,
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Table 2: Output and cost information for DCP per week

Qutput (litres) 1500000
Total fixed costs ($) 350000
Total material costs ($} 60000
Total labour costs ($) 40000

(a) Identify and explain two possible reasons why quality is important to paint manufacturer.

REASON T uierseereeersssssossesenssessssasssrsratstsnsssssssssesssesssesss hassstssantataisseesssestiorstsstsarssssasenssisnss

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------
-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

),
@ A0
PJK makes a range of luxury sports watches. Each watch is handmade by skilj :‘-\ @@s. Quality
ri

assurance is important. The Operations Director has been looking at a\gi‘@_ ces as he
o invest in new

best way to improve profitability. ©
@ 2
Table 1: Costs and revenue e
%

Price per watch @v&‘.

Variable cost per watch, @ég’ $50
Annual sales N 6000
Annual fixed costs $200000
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(a) What is meant by ‘quality assurance'?

---------------------------------------------------------------------------------------------------------------------------------------------------
---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

6. M/J 15/P11/Q4/c

Javid is a company that manufactures a range of luxury chocolates using batch production. Over
the past year, profit has fallen due to increased competition. In order to cut costs, the Finance
Director has suggested the company introduces new technology into the production process. The

Human Resources Director is not sure that workers would benefit from the introduction of new
technology.

(a) Identify and explain two reasons why the quality of chocolates might be important to this
company.

Reason 1:

.................................................................................................................................
...................................................................................................................................................
...............................................................................................................................
...................................................................................................................................................
.................................................................................................................................
...................................................................................................................................................
..............................................................................................................................

---------------------------------------------------------------------------------------------------------------------------------

7. MIJ 13/P12/Q2/a

B&G manufactures a popular hair shampoo called Slick. The Managing Dire
Slick is near the end of its product life cycle. He believes it would be bettafie:

: . NS :
strategies rather than develop a new product. The Operations Director 519 S glality control
©

can help the business comply with new consumer protection faws.
(a) What is meant by ‘quality control'?

---------------------------------------------------------------------------------------------------------------------------

----------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------
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8. O/N 12/P12/Q2/d

Just4U manufactures motor car parts. The production methods are capital intensive, The
management believes that the company benefits from economies of scale. However,
problems with the workers in the factory have led to poor quality production. Despite this,
the Managing Director believes that the company must continue to grow if it is to achieve its
objectives. The business is planning a takeover of a competitor.

(a) Identify and explain two problems that poor quality might create for car parts
manufacturer.

P IODIEITE 15 voveeiiereereeeeereesnssssssessnesssanseresnssrsebstssoressssssanatensannnnnrnsdisssiststsrasnsnsnsassionssnnnnntibasass

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------
------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------
------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

9. M/J 12/P11/Q1/d
IRKAM is a company that produces high quality doors for hotels and offices. The eﬁ@ y

currently uses job production. The Managing Director, Abdul, believes that i rol
is important. He is looking for ways to increase productivity. All workers rec i %@ e-job
training. Abdul is thinking of including off-the-job training as well. N
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BEASON 2 ...eiiereererrererrsstsertesssssttssssseessrnssssesesessessnnsressrsnssssessssessessnsasessessessse sesnresvessnns

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------
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Answer Section
1. MIJ 17/P12/Q31d

(a) Knowledge [2 x 1]: award one mark for each relevant reason identified
[max 2]
Application [2 x 1]: award 1 mark for each relevant reference made to
this business
Analysis [2 x 1}: award 1 mark for each relevant explanation
Points might include:
o Helps maintain customer loyalty [k] which could lead to repeat
purchases OR buy again and again OR keep buying [an]
o Increase or ensure sales [k] as if cake does not taste right [app]
people will find alternatives [an]
o Poor quality damages reputation OR brand image [k] so sales may
fali [an]
o No need to replace faulty products [k] which will help reduce costs
fan] of ingredients fapp]
o« Charge/maintain high prices [k] for her cakes [app] which could
improve her profit margin [an)
Way to add value [k]
To meet legal requirements OR poor quality could damage people’s
health [k] as it's a food product [app]
o To gain competitive advantage [k]
w To reduce complaints [k]

2. O/N 16/P12/Q3/b
(a) Clear understanding [2]: checking that a product meets the required standard 2]
OR check ng of goods at the end of the production process [2]
OR Checking the standard of goods through inspection [2]
OR process of reviewing accuracy of work bought in or completed [2]
Some understanding [1]: e.9. checking the work

3. O/N 16/P11/Q1/e
(a) Knowledge [1] — award 1 mark for identification of relevant issue(s). Positive

8 8

or negative points allowed [max 1] ] 4\@
Application [1] — award 1 mark if relevant reference made to C&C's businegg> @"’?
Analysis [2] — award up to 2 marks for relevant development of point(s) .-\\@

technology into the production process

Relevant points might include:

» Increased production [k] as need to produce 100000 each ¢&ar #pp]
so able to work all the time [an)] Wé\§

» Consistent quality (k] as machinery likely to make fe
which can help retain/enhance reputation [app] A

» Risk to reputation [k] as known for its hand-made ho
fewer people may demand its products [an]

¢ Impact on employee motivation [k] as wo%suul
interesting [an] so quality of shoes falls [app]

* Risk of job insecurity [k] as it replaces some/
{app] which could lower efficiency [an]

* Cost of investment/retraining [ki

Il the skilled workers
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4. O/N 16/P11/Q4/d
(a) Knowledge [2 x 1] — award 1 mark for each reason [6]

Application [2 x 1] — award 1 mark if relevant reference made to DCP
Analysis [2 x 1] — award 1 mark for each relevant explanation
Relevant points might include:

Good reputation/brand image [k] so customers trust the paint [app]
which could help increase sales [an]

Attract new customers [k] as products might be better than rivals
[2pp]

Meet legal controls [k} as contains chemicals [app] must be safe to
avoid being prosecuted/sued [an]

More competitive [k] as paint is very similar [app) this could give
them a competitive advantage over its rivals [an]

Create brand/customer loyalty [k] so business [app] customers
keep returning [an)]

Can charge a higher price [k] than 35c per litre [app] to increase
revenue [an]

sales might fall [k] if quality is lowered [an] because it is a
competitive market [app]

5. M/J 15/P12/Q1/a
(a) Clear Understanding [2] — checking for quality standards [1] throughout the production  [2]
process / every stage [1]
Some Understanding [1] — e.g. checking work done

Do not accept ‘checking at end / checking end product’ in this instance as this defines quality
controf

6. M/J 15/P11/Q4/c
{(a) Knowledge [2 x 1] — identification of relevant reason [max 2] [4]
Application [2 x 1] — award 1 mark for each relevant explanation in context

Points could include;

helps establishes brand image/loyalty [k] as they make a Juxury product [app]
ensure sales [k] as if they don't taste right, people won't buy [app]

maintain reputation [k] which is important as it is a competitive market [app]
maintain standards [k]

Charge/maintain high prices {k]

N
Add value [K] ~<a\ @@g
Must meet legal requirements [k] for food products [app] Q‘) Q

luxury product, food products, taste.

Application marks may be awarded for appropriate use c@;@o competitive rmarket,

7. M/J 13/P12/Q2/a

{(a) Good knowledge [2] — Steps taken to make sure t ¢
the required standards OR process of checking
or completed [+1] %@

Some knowledge [1] — e.g. someone checkingth

any's products or services meet
[1] the accuracy of work bought in

(2]

Lievie
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8. O/N 12/P12/Q2/d
(a) Knowledge [2x1] — award 1 mark for each problem identified [max 2].

Application [2x1] — award 1 mark if relevant reference made to manufacturer like Just4U.

Analysis [2x1] — award 1 mark for each relevant explanation (i.e. show how points create

problems for the business).

Problems include:

« loss of confidence by customer [k] so less sales [an] as customers look for alternative
motor parts suppliers [app]

» cost of rectification [k] e.g. rework parts [app] which will increase costs and could lead to
lower profit [an]

o costs of fines/legal action [K]

« damage to reputation/image [k]

« inabiiity to supply on time [k] so could lose important future orders [an].

9. M/J 12/P11/Q1/d
{(a) Knowledge [2 x 1]: award 1 mark per relevant reason.
Analysis [2 x 1]: award 1 mark for each relevant explanation.
Application [2 x 1]: award 1 mark for explaining why it is important to IRKAM.

Reasons might include:

+ reduce errors {k) so saves time and money (an)

« protect reputation (k) as makes high quality doors (ap)

« save money (k) on cost of remaking items (an)/reduce wastage (an)

« saves time (k) so could help increase production (an) therefore increasing productivity
(ap).
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4.4: Location decisions

1.

M 17/P12/Q1/c

Cheung owns a small retail shop in the city centre selling fashion clothing for children. As it is a
competitive market, Cheung knows market research is important. Cheung is worried about the
effect of an increase in shop rent on his costs. Cheung said: ‘| will have to pay this higher rent as
itis a good location. | need to increase revenue or reduce other costs.’ Cheung buys all his supplies
from a wholesaler located in a nearby town. He is thinking of buying directly from a clothing
manufacturer in another country.

(2) Identify and explain two possible reasons why Cheung thinks the shop is in a good location.

RBBSON 1 ettt es oo es oo

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

. MAJ17/P11/Qi1d,e

QCH is a multinational company which makes a range of luxury cars, Last year it made a profit of
$700m. One of QCH's objectives is to enter new markets. QCH wants to start producing cars in
country C, a fast growing economy. The Finance Director said: ‘Meeting customer needs is important,
We could form a joint venture or set up our own factory. Both options will be expensiy;. costing
$800m. I think QCH'’s expansion into country C could be good for other businesses the 4@

(&
(a) Identify and explain two factors that multinational car manufacturer should. consi when
deciding the location of the new factory.
FAOIOT 11 ettt O LA

e
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-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

(b) The Finance Director thinks muitinational car manufacturer expansion into country C could
be good for other businesses there. Do you agree? Justify your answer.

...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................

-------------------------------------------------------------------------------------------------------------------------------------------

3. O/N 15/P11/Qé/d

Tebo has recently been made redundant from his job as a car mechanic.
up his own business. Even though he has no management experience,
cash flow will be important to the success of the business. Tebo is copgk
a FIXIT franchise. This franchise would cost $15000, which would us
car repair franchise, with 36 franchisees.

fAKing of setting
2 that managing
ether to apply for

Il o¥His savings. FIXIT is a
4

-----------------------------------------------------------------------------
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---------------------------------------------------------------------------------------------------------------------------------------------------
---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

4. M/J 15/P12/Q3/e

Mabel wants to set up her own hairdressing business. She will need to build good customer
relationships. She has done some secondary market research to find out possible demand and
what methods of promotion to use. She has decided to buy her inventory (stock) from a wholesaler,
Mabel is now looking for the right location for her business. She thinks that location will be more
important than price charged to the success of her business.

(a) Do you think that the right location is more important than the prices she charges to the
success of Mabel's business? Justify your answer,
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5. M/J15/P11/Q2/d

Country S is enjoying an economic boom. During this time, businesses have increased their profits
and unemployment has fallen. The only problem is inflation. All Active is a private limited company.
It owns 20 sport and fitness clubs in country S. The Managing Director said: ‘This is a good time
to expand by opening 5 more clubs. Finding the right locations is important. We will need to recruit

more employees.’ He cannot decide whether it would be an advantage for All Active to become a
public imited company.

(a) Identify and explain two factors that All Active should consider when deciding on the location
of the new clubs.

------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------
---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

6. O/N 14/P12/Q3/d
Rhiannon Enterprises manufactures ladies clothes. Its best selling products are fa jgans and

175

2012 2013 2014
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(e) Identify and explain two factors that the business should consider before deciding on a new
supplier of cloth.

FACIOT 11 ettt reerntceseetnsenra e s s s bt e st en s ra et ss e s e st se s st et ees e e eesenees

---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------
---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

7. MJ 13/P11/Q3/e

Sharma Machine manufactures motorcycles. The company is product orientated. Sharma
Machine holds a lot of stock. The owner, Ishant, wants to increase productivity. Also the
company plans to open an additional factory to satisfy increased demand. ‘Expansion should
mean economies of scale’ said Ishant. The right location for the new factory is going to be
important if the business is to remain competitive.

(a) How important is the right location for the new factory in helping Sharma Machife to
remain competitive? Justify your answer,

................................................................................................................
.......................................................................................................
................................................................................................
....................................................................................

---------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------



Business Studias O-Level P-1 Workbook 316 4 4: Location decisions
Read & Write Publications

------------------------------------------------------------------------------------------------------------------------------------------
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------------------------------------------------------------------------------------------------------------------------------------------

8. M/J 12/P12/Q5/d

Sachs-Tech makes parts for the mobile phone industry. Sales have risen very quickly. The
company needs a new factory to meet demand. The management is not sure where to build
the factory. The company is currently looking to recruit three new production supervisors.
The Human Resources manager, Manuel, is busy writing a job description and person
specification for these supervisor roles.

(a) Identify and explain three factors that Sachs-Tech should consider when deciding where
to locate a new factory.

FAGIOT T2 revieeeereereteasassnenssassasesosansnsssasssassssrssaesessssessssabisessssntevonnaasssssnsessannets iosstssessnnsmsasas
EXPIZNALON: 1eccerreruerrriristetsseniissssensrenestssbeas s rsast s sas st st eat bk sbeasas s s an s s an sresesasbasasastessss
FACIOLE 2! rvvveeerirceeeriiessesarssorsorsrsesssssnsssaranabetssssnssnmnsntsntarasersosssssssssssssssssasusstossnsnneonsistsetstoss
EXPIANGALON: 1.vcveveereremsssesesrseriimasesiseserssassesssssasnssssssessssntsasistssssissssssnssssnsmamassnsasasassssssnonensns
FROLOT 3 vvieresreressssaasesersnsrsssnsessnssrnssesanssssssnnssasassatarastasasssssnesssens asssssnssss
.......................................................................................................... ﬁ@ D
EXPlanation: ........ccrimienmnnnnnneiensssninnisetisssieniseissnsases @ L O

©
......................................................................................... B e [6]
S
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Answer Section
1. MW 17/P12/Qilc

(a) Knowledge [2 x 1]: award 1 mark for each way identified [4]
Application [2 x 1]: award 1 mark for each explanation in context
Points might include:

oo Near potential target market OR customers (k] so need to be
somewhere where there are lots of children [app]

« Busy area OR high footfall [k] as many people likely to visit city
centre [app]

Good access OR there is parking [K]

Good Image of site [k] as sell fashion items {app]

There are utiliies or other facilities [k] to reduce other costs [app]
Proximity (far from or near) to competitors [k]

Near to other shops and services [k]

Low transport costs OR already has relationship with supplier [kl as
near wholesaler [app]

2. M/ 17/P11/Qi/d,e
(a) Knowledge [2 x 1]: award 1 mark for each relevant factor. [6]

Application [2 x 1]: award 1 mark if relevant reference made to QCH.

Analysis [2 x 1]: award 1 mark for each relevant explanation.

Points might include:

o Demand / customers [k] in the new market [app] so generate revenue
[an]

o« Amount of rent [K] if expensive fixed costs increase [an] using up its
$800m budget [app]

o Lower cost of labour OR availability of labour OR access to suitable
employees [k] which would decrease variable costs [an]

o Lower raw materials cost OR availability of materials [k] so can get
materials when needed [app]

oo Access to transport networks OR access to water OR power [k] or
production will stop [an]

8 888 8 8

& A0
o Access to subsidies or grants [k] which would reduce costs [an) @97
wo Possible external economies of scale [K] if they locate near to oth a‘\\@’
factories [an] @”ﬁ
w Enough space [k] as need a large area [an] ®)
. 2 ®

Environmental considerations [k] therefore must be away f
housing [an) ég

oo Legal considerations [k]
(b) Knowledge [1] : award 1 mark for identification of relegant ngf) [6]

Application [1] : award 1 mark if relevant reference made 1B is business

2,

Analysis [2]: award up to 2 marks for relevant d o ent of point(s)

Evaluation [2]: justified decision made as to opXICH's expansion into
country C will be good for other businesses in cogptry C. Either viewpoint
is possible.
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Points could include:

¢ close to suppliers [k] — so less costs of transport [an]

» close to market [k] — so able to deliver goods more quickly [an]

o access fo suitably qualified workers {k] — to ensure have best possible workers [an]

+ where are rival companies [k] — external economies [an]

o Jaws [k]- can they set up [an]

+ cost of site/access to utilities [k] — rent is fixed cost/need to install power etc. will add to
costs - all could lead to lower margin or need to set higher price [an)

Candidates may discuss a range of factors affecting competitiveness. This is creditable only
if linked to why location is not important.

They should locate in a place which has low rent {k] and easy access to transport links [K].
This will keep costs of production low [an] therefore SM will be able to keep its prices low [an]
and attract more sales. However, location by itself does not mean the business will always
be competitive {ev]. Buying from cheap suppliers may be a better way of keeping costs low
[ev].

8. M/J 12/P12/Q5/d
(a) Knowledge [3 x 1]: award 1 mark per relevant factor. [6]

Analysis/application [3 x 1]: award 1 mark for each relevant explanation (i.e. explain how/
why factor is important to Sachs-Tech).

Factors include:

e available space [k]

» cost of site [k] can they afford the rent [an]
» utilities e.g. power, water, internet [k}

« transport links/infrastructure [k] so it is cheaper/easier to distribute the parts [an]
e access to market/access to (necessary) materials [k]

o government rules [k]

¢ availability of grants/incentives [k]

e access to (suitable) labour [k]

» cost of labour [k] e.g. cheap labour could reduce their variable costs [an]

« personal preference of owner as to where they want to live/work [K]

» environmental issues e.g. waste disposal or pollution [k]
« local opposition to plans/pressure groups [k].

mobile phone manufacturer e.g. ‘near retailers’.
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Unit 5: Financial information and decisions
5.1: Business Finance: Needs and Source

1. O/N 17/P12/Q3/b
(a) What is meant by ‘non-current assets'?

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

........................................................................................................................................... [2]
2, O/IN 17/P11/Q2/b
(a) Identify two reasons why a business might need working capital.
REBSON Tttt ees s st s oo eeee s
REBSON 2.ttt e esscesse s seseeeses s e e eseee s eeesn s
........................................................................................................................................... [2]

3. O/N 16/P12/Q1/e _
APQ is a multinational company. It makes chemicals that are sold to farmers which help increase
the amount of food produced. It plans to open a factory in country X, a developing country with low
interest rates. The Finance Director said: ‘This factory will create many external benefits. APQ is
a public limited company which tries to act in an ethical way with all its stakeholder groups.' The
new factory witl cost $100m and there will be an opportunity cost for APQ. The Finance Director
cannot decide which source of finance to use for the new factory.
(a) Explain two suitable sources of finance that APQ could use for the new factory, Recommend
which source of finance APQ should use. Justify your answer.
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4. OIN 16/P11/Q2/c
Dowson is a large business which owns a number of shops. It sells a range of electrical goods such

as computers and televisions. The Finance Director has been looking at some recent financial data,
as shown in Table 1. He is pleased with Dowson's fiquidity but knows he must reduce its high level
of debt including an overdraft of $6m. He said: 'The economy is in recession. Many small retailers
have failed. Size is an advantage!’

Table 1: Extract of financial data for Dowson

2015 2016
Revenue $280m $300m
Profit $175m $180m
Current ratio 1.2:1 1.5:1
Acid test ratio 0.8:1 0.5:1
Return on capital employed 10% 10%

(a) Identify and explain two ways in which the size of the business may benefit Dowson.

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

5. M/J 16/P11/Qdic & §@
Nuwan is a sole trader. He has a specialist sports shop selling a wide range j and tennis
products. His 3 employees are trained to provide good customer servicesy s pleased the
economy is growing but he is worried that interest rates might be inc%?gf. H Selieves his small
business has advantages compared to large retailers. Nuwan would smiprove profit margins

and thinks the best way to do this is to reduce costs. @
(a) Identify and explain two ways in which an increase in intg@at &might affect Nuwan's
business. J

WY 11 e isiininestisnsnsnesnssasnesstssasssnssnssanssassasssssasess

----------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------
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WY 20 ettt ettt e e s s et et e et b ees s
EXPIANGLION: ..ottt e sne s esesss s s sne e st e et ses s ees
............................................................................................................................... [4]
6. O/N 15/P12/Q2/b
(a) What is meant by a ‘balance sheet'?
.............................................................................................................................. (2]
7. OIN 15/P12/Qd/c
(a) Explain how a rise in interest rates might affect Business.
.............................................................................................................. ..‘,\@....[4]

8. OIN 15/P11/Q1/e
Toy manufacturer makes a range of toys using batch production. TWH'sMe
Dylan,plans invest in new technology to reduce average costs.'It's the o1
efficiency as i d not know how we can improve employees’ motivati 3

ng Director, to
0 increase
. Dylan cannot decide

Number of toys made per week
Number of employees
Average wage per hour paid by



(a) Toy manufacturer can either use retained profit or a long term loan to finance the
technology. Which option do you recommend TWH should use?

...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................

...................................................................................................................................................

---------------------------------------------------------------------------------------------------------------------------------------------------

8. M/ 15/P12/Q4/b
A2Z is a small but successful airiine company in country B, providing flights for business people.
The management of A2Z wants the business to expand. It will have to buy more aeroplanes and
recruit more airline pilots. The Human Resources manager has produced a job description for
the pilots. She is now ready to advertise for the new pilots. She believes the best way for A2Z to
motivate its pilots is to use financial rewards.

(a) Identify two factors that A2Z should consider when choosing a source of finance to buy more
aeroplanes. v

-----------------------------------------------------------------------------------------------------------

10. M/J 15/P11/Q3/c
Si and Ramon are friends. They wantto setupap
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(a) Identify and explain two possible sources of finance that they could use to obtain the
equipment.

------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------

11. O/N 14/P11/Q1/c
Lu is a sole trader. He manages a bakery shop making and selling bread and cakes. He employs
4 workers all of whom are paid on time rate. Lu wants to expand the business by buying a new
shop and using it as a café (restaurant). He also wants to make a wider range of cakes, such as
wedding and birthday cakes, for which he thinks there is a demand. At present the business selis
all of the bread and cakes it makes. -

(a) identify and explain two suitable sources of finance Lu could use to buy a new shop.

SOUFCE T. oottt s enese et e v rns s s s e sss et aeesat s e eranssssnssasssessnnrsnnsnsonsmssnsseses emnses

------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------

12. OIN 12/P11/Q2/b

(a) Identify two suitable sources of finance that Textiles:
investment in automated machinery. b

SOUMCE 11 ...t ctecerreeiee e esn s e @3 ﬁ
SOUCE 2: ..ttt ssee s rsssssssesZonsesersrsssscssssnsasesessenssrensseesssesesessesessns [2F
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13. O/N 12/P11/Q3/c
Table 1 shows the Balance Sheet for company D at the end of 2010 and 2011,

Table 1: Company D Balance Sheet [$m]

2010 2011
Fixed Assets 500 600
Current Assets 600 650
Current Liabilities 450 550
Net Assets 650 700
Long-term Liabilities 350 350
Shareholders’ Funds 300 350
Capital Employed 650 700

The accounts also showed that the net profit of company D was $80m in 2010 and $120m

in 2011.

(a) The directors are planning further expansion of the company. ldentify and explain two
benefits to company D of raising finance by selling more shares.

BENIEEIt T voreeessesraressrenreraresssesnsesarsrererassssssssrnssnnsesanessesrassasesstistssstssnsrnossasssassiaterasssnenens

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

14. M/J 12/P12/Q3/d
HTB is a public limited company. It manufactures a range of computers. HTERS
of money on advertising as it is in a competitive market. The managemeg hEli that the
product is the most important element in their marketing mix. To meg’;&r
HTB is looking to expand their business. It plans to raise extra capita@y_g suipg more shares.
The Finance Director has been looking at the data in Table 1. ®

Sales

Net Profit

Long Term Liabilities
Capital Employed




Business Studies O-Level P-1 Workbook 327 5.1: Business finance: needs & sources
Read & Write Publications

(a) Identify and explain three factors that HTB should consider before issuing more shares.

(= Tex (o] S OSSR SRR

..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................

------------------------------------------------------------------------------------------------------------------------------------------

15. M/ 12/P11/Q5/e

Favell is a woodworker. He is planning to set up his own woodworking business. He plans

to use marketing 1o help his business become established in the local area. Favel thinks

cash flow will be a problem because his business will have a lot of cash outflows. A friend

has suggested he prepares a cash flow forecast. .

(a) Favell needs $10000 to buy a motor vehicle so that he can carry all his equipment. He is
planning to ask the bank for an overdraft. Do you think this is the most suitable source of
finance for him to choose? Justify your answer,
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------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------
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1. O/N 17/P12/Q3/b
{a) Clear understanding {2]: e.g. resources owned by business to use
for more than one year
Some understanding [1]: e.q. things that are owned OR last for
more than a year

2. O/N 17/P11/Q2/b
(a) Knowledge {2 x 1] award one mark per reason
»  Paying invoices/bills 2
Day to day expenses
Buying raw materials
Paying wages
Paying salaries
Paying rent
Re-payment of short term debts
Paying utilities
Use in an emergency
Evidence to support requests for finance
3. O/N 16/P12/Q1/e
(a) Knowledge [1] — award up to 1 mark for identification of relevant method(s) 6
Application [1] — award 1 mark if relevant reference made to this business
Analysis [2] — award up to 2 marks for relevant development of point (s)
Evaluation [2] — justified decision made as to which source of finance APQ should use
Relevant points might include:
¢ Retained Profits [k] so no need to repay [an] so keeps costs lower [an]
e Bank loan [k] as interest rates low [app] but it will increase level of debt [an] OR as
multinational [app] banks morelikely to lend at lower rates of interest [an]
» Government grant/subsidy [k] as helping country devel
op [app] so may be willing to provide finance [an]
mortgage [k] as cost $100m [app] so have time to make repayments [an]
Leasing [k] so no large payment at the start [an]
Share issue [k] as it is a public limited company [app]
Debentures (k]
Sale of unused non-current assets [k]

4. OIN 16/P11/Q2/c

s & » & & & ° 2 @

$
(a) Knowledge [2x 1] — award 1 mark for each relevant advantage \@\ S 4
Application [2x 1] — award 1 mark for each relevant explanation ipcgos
Dowson

e Able to attract better employees [k] so have the
the recession [app] %?I
i

Access to finance [K] as seen as lower risk

Discounts for bulk buying [k] so able to c@b&ge
electrical goods [app]

o Marketing economies or bigger markg
national advertising [app]
Spread risk [k] as can afford to stock a wide range of products [app]

e Able to dominate the market/large market share [k] so difficult for
small retailers to compete [app]

Relevant points might include: @@%@
rti
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5. M/ 16/P11/Q4ic

(a) Knowledge [2] [2 x 1] — award 1 mark per relevant point.

Application [2] [2 x 1] — award 1 mark per explanation in context. Relevant points might

include:

s Increases cost of borrowing [k] so harder to improve profit margins [app]

» Increasing expenses [k] so might have to reduce amount he has available to spend on
training [app]

« less spending by customers [k] so lower sales especially as sports goods not
necessities [app]
Employees want pay rise [k] so not able to reduce his costs [app]
Business less likely to expand [k]
May have to increase prices [K].

6. OI/N 15/P12/Q2/b
(a) Clear understanding {2] e.g. shows value of business assets and liabilities [1] at a particular
point in time {+1] 2
Some understanding [1] e.g. shows assets and liabilities OR what is owned, owed and how
the business is funded

Do not accept financial statement’ as it is too vague

7. OIN 15/P12/Qdic
(a) Knowledge [2] — award up to 2 marks for relevant points [max 2] [4]

Application [2] — award up to 2 marks for each relevant explanation in context of Nellis

Relevant points might include:

s Cost of borrowing increases [k] so less incentive to buy building land [app] for houses
[app]

e Lower sales/consumers reduce spending [k] as cannot afford luxury/non-essential items
fapp]

e Increased cost of any current loan/overdraft [k] so profits do not increase [app]

» Higher interest rates attract more savings [K]

Application could include: luxury, (large) houses, economic boom, (increased) profits,

building land

Note: Candidates can offer extended development of one point or two separate points to

achieve both App marks
8. OIN 15/P11/Q1/e

{(a) Knowledge [1] — award 1 mark for identification of relevant point{s) [max 1]
Application [1] - award 1 mark if relevant reference made to TWH's busineg;

4

@ [6)

@%

Analysis [2] — award up to 2 marks for relevant development of point(s, «‘\\@
Evaluation [2] - justified decision as to which source of finance is bestp! use
s QuEiness

®

Retained profits— @ Q@’
* no need to repay/readily available [k] which can help ayerage costs low [app] so no
time wasted in trying to secure the finance [an]

+ may not have sufficient funds available [k] st d a bank loan [an]
)
@

For 6 marks must explain why chosen source is the better option @@
Points might include:

» no funds available for other uses [k]

Long term loan —

e can plan repayments over time/know repa%e -

e interest costs to pay [k] which would increasverage costs [app] which has to be repaid
whether they make a profit or not [an]

« have retained profits available in case of need [k]



Business Studies O-Level P-1 Workbook 331 5.1: Answer Section

Read & Write Publications

Note: Candidate’s final decision can be for either option,
Application marks may be awarded for appropriate use of the following: relevant use of
numbers, toys, lower average costs,

8. M/J 15/P12/Q4/b

(a} Application [2 x 1] — award 1 mark for each relevant factor
Points could include: [2)

Amount needed

Current leve! of debt / gearing
Amount of retained profits / cash
Time (how long need finance for)
interest rates

Whether can offer security for loans
Ability to repay / able to afford

Do not accept purpose as this is stated in the question
10. M/J 15/P11/Q3/c

(@)

Knowledge [2 x 1] - identification of relevant sources [max 2]
Application [2 x 1] — award 1 mark for each relevant explanation [4]

Relevant points might include:

Bank loan [k] so can spread cost of cameras over a period of time [app]

Savings [k] so no need to pay interest on the $4000 [app]

Borrow from family and friends [k]

Leasing [k] as there may not be enough demand [app]

Hire purchase [k] so their new business does not have to pay a large one off cost [app]
Government grant [k]

Additional partner [k]

Do not accept retained profits or overdraft as this is a new business

Application marks may be awarded for appropriate use of the following: new business,
$4000, partnership, cameras or examples of relevant equipment [not equipment on its own],
business plan

11. O/N 14/P11/Q1le

()

12. OIN 12/P11/Q2/b

(a)

Knowledge [2 x 1] - award 1 mark for each relevant source,
Analysis [2 x 1] — award 1 mark for each relevant explanation.

Relevant points might include:
» Long term loan [k] (bank loan alone not acceptable} which he can paj
period of time [an]

* Retained profits [k] because he will not have to repay the monesx é@%n}
* Mortgage [K] )

* Existing owners capital [k] @ ®©

*  Additional owners capital [k] @

»  Venture capitalist [K]. é& \'@

Application [2 x 1] — award 1 mark per source, b

Suitable sources might include: Z; [2]
* |ong term loan @ N

* Retained profit 0)0)

» Equity issue
» Leasing arrangement
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« Sale of unwanted assets [internally generated source]

1 mark per example. Key feature is that capital must be available long term.
Do NOT accept a source that is clearly short term such as an overdraft.
“Bank loan” not accepted. Must be long term. Do NOT accept hire purchase.

13. O/N 12/P11/Q3/c
(a) Knowledge [2 x 1] — award 1 mark for each benefit
Application/analysis [2 1] 4
The benefits of share issue are:
« Capital does not have to be repaid
o Does not carry interest charges
« Generally seen as a cheaper way of raising capital
« Business risk reduced
The explanation marks are for showing how the above benefit the company and/or how
those benefits are achieved. For example because there are no interest charges on share
capital this will mean that the overhead costs of the business are lower and this is beneficial
because it means that profits will be higher.
Do NOT accept an easy/quick way of raising capital as a benefit.

14. M) 12/P12/Q3/d
(a) Knowledge [3 x 1]: award 1 mark per relevant factor. [6)
Analysis [3 x 1): award 1 mark per relevant explanation (i.e. explain why an issue for HTB).

Factors might include:

o+ likely take up by the market (ease of selling) [K]

» anticipated impact on share price [K)impact on market's view of the company [k] if
market don't like issue it could affect reputation or share price [an]

« risk of takeover [K] or loss of control of existing shareholders [k] who might not afllow HTB
to issue more shares [an]

« do they have any other options of raising capital [K)is it an appropriate way {o raise the
amount needed [k].

Allow practical issues such as cost of issuing shares e.g. prospectus/time/complexity of the

process of issuing shares/amount of shares to be issued as separate points.

Do not allow points such as ‘do they need the money’ or ‘can they pay dividends'.

15. M/ 12/P11/Q5/e
(a) Knowledge [2 x 1] Identification of points for and against overdrafts or fi r-@\ against
alternative sources of finance. i [6]
Analysis [2]: explains how or why issue needs to be considered. é\'
Evaluation [2]: reasoned judgement as to whether a overdraft is t K6 %@@ od to use or
not.
For two evaluation marks, the answer must be clearly in the co business

Content may include: §@

Overdraft:
» only interest payable on amount overdrawn

« quick and easy to arrange X
« no security but repayable on demand so moresspprg late for short term finance such as
cash flow problems. So is it suitable for f}ggﬁ

sels such as a vehicle?
g
Loan:

e can be expensive as interest rates tend
+ have a set period of time to repay

e fixed interest rate
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relatively quick to arrange

appropriate for a vehicle as it is a long term asset
but can be expensive as interest payable
security usually required for loan.

Context could include: The business has cash flow issues; Wants to do marketing;
$10 000 needed for vehicle; is a small business.
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5.2: Cash-flow Forecasting and Working Capital

1. O/N 17/P11/Q2/c
NMB.J makes a range of cookies (biscuits) using batch production. Last year profit increased by
$1.5mitlion. The directors think this is because of an increase in productivity and better management
of working capital. NMBJ has a low level of inventory. NMBJ plans to increase the wages of all 300
employees by $50 per month from March. The Finance Director is worried: ‘This decision will add
$15000 to wages each month. Many employees are leaving. |s paying higher wages the best way
to improve motivation?’

Table 2: Cash flow forecast for the period January - March 2018 ($ 000)

January February March

Cash inflow 560 520 600
Cash outflows:

Wages 60 60 X
Other costs 500 480 520
Total cash outflows 560 540 595
Net cash flow 0 (20) Y
Opening balance 5 w {15)
Closing balance 5 (15) z

(a) Calculate the following values shown on the cash flow forecast.

L7 00 WP N e et
4 SV (RISt S
X T eieitteettieesssansnaere nabattttessensisstaaetesassrerteranrerat st se ErTeets O RERRREastterassneeseen
N
)
2. OIN 16/P12/Q3/e @

TKF makes furniture such as beds and tables using job p
employees, 8 production workers and 1 manager who is

the factory is busy, most communication is by email. A %g) T

manager thinks TKF has some communication barri'ﬁe hélieves good internal communication
can help TKF be more efficient. The manager is a@: orried about TKF's cash fiow position.
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Table 1: Cash flow forecast for TKF ($000)

December January February
Cash in 35 20 29
Cash out 29 25 26
Net cash flow 6 (5) 3
Opening balance {(3) 3 (2)
Closing balance 3 (2) 1

Figures in brackets are negative.

(a) Do you think the manager is right to be worried about TKF's cash flow position? Justify your
answer,

...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
............................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................

-------------------------------------------------------------------------------------------------------------------------------------------

3. MIJ 16/P12/Q3/c Y

S
B
R
Alex and Raul are business partners. They started a bicycle repair b Isiness v@%eir own savings
as the bank would not give them a loan. Raul does most of the repa?ﬁor@ while Alex manages

the accounts. Alex is surprised that the business has made a s @rof @ the first year. ‘We can
use this profit to expand. | don't know why people think we §
o f

plan. Much of the demand for our repair business comes fé§> """-*'

Table 2: Extract from balance sheet s é".. arch 2016 ($)
Non-current assets @@' 5 2" 3000
Current assets @ 0)0) 2500

Current liabilities 2000

Non-current liabilities 1500
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(a) Identify and explain two possible reasons why working capital is important to Alex and Raul’s
business.

FREASON 1 sreeeeeeerrassessesssasssssrssesssssssmsessseranesbassressssssisssssassessssssssnestsetsesssssstsensnssssranssnnnnasisns

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

4. O/N 15/P11/Qé4/c

Tebo has recently been made redundant from his job as a car mechanic. He is thinking of setting
up his own business. Even though he has no management experience, he knows that managing
cash flow will be important to the success of the business. Tebo is considering whether to apply for

a FIXIT franchise. This franchise would cost $15000, which would use all of his savings. FIXIT is a
car repair franchise, with 36 franchisees.

(a) Explain why managing cash flow will be important for Tebo’s business.
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5. O/N 14/P12/Q2/a,c,d,e
Sarah is the owner of a small business making children’s toys. She sells her toys to retailers on
3 months’ credit. She receives 1 month's credit from her suppliers. Her cash flow forecast for the
start of 2015 is given below.

Table 1 ($000)

January February March

Cash inflow 15 20 19
Cash outfiows:

Purchases of stock 12 10 14
Wages X 7 6
Other payments 4 4 4
Total cash outflows 22 Y 24
Net cash flow (7) (1) (5)
Opening balance 10 3 2
Closing balance 3 2 (3)

Note: numbers in brackets are negative.
(a) Calculate the foliowing:

Wages in January (X):

--------------------------------------------------------------------------------------------------------------
---------------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------

............................................................................................................................................... {2]
(b) Identify and explain two reasons why the business has a negative closing balance in March.
Reason 1:
EXPIANAHON: .....coviciictirirctcesinssenie st sae e srestesastess e easnenenenesesanes i
.............................................................................................................. ﬁ’“&
Reason 2:
EXplAnation: .......c.ccoivemrierreerrenee s sssemnsnees
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(c) I|dentify and explain two advantages to business of producing a cash flow forecast.
Advantage 1: ........ vabeessnererassenassanns cerreserse s ian rrereenesestnessenesanasenssenn veeeressertsessnaassesass

Explanation: ............ reveseresartsensrasaesesnnn vrerresennaeienaneassanas crebereressarsessinesesarnssessnareas rveveserans

wessesassscesnenn BEEAA RS EEEERE IS EPINIPASIANAssEONSICNSIRTEBETRT AR AR AERI NN ERIREE B T R P PP T Y Y vebs

----------- P T T T T TP T T T LT T R L e R

.................................... oo es oo se e s s 2225 sm e erscresesesssseessssessssevemmemmmmsaesessonssseres 6]

(d) Business accountant told her that a positive cash flow is more important to the business than
profits. Do you agree? Justify your answer.
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6. O/N 14/P11/Q2/d
Rakesh manages a car repair business in country Y. He buys cars that are damaged or have parts
missing. Rakesh adds value by repairing these cars until they look like new ones. He employs
5 workers to do the repairs. The business holds a large stock of car parts and Rakesh always pays
cash for these. However Rakesh’s sales are usually on credit.

Table 1: Some information for a typical trading week

Cars bought by Rakesh 6
Average cost of each car $2000
Average cost of parts used per car $500
Weekly wages per employee $1000
Weekly fixed costs $4000
Average price per car sold $5000
Number of cars sold 6

(a) Identify and explain two reasons why the weekly net profit may not be the same as the weekly
net cash flow for Rakesh'’s business.

RBASON . ceererrrrermeireenereeresartsateenreenreesseansrassessesssesrrrereassessssessessssssssssssensessesssmsssessssnsnnssnsessssasssss
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7. M/J 14/P12/Q5/b,d
Anyshade manufactures a range of paints. It uses flow production. The Finance manager has
produced a cash flow forecast as the business wants to arrange an overdraft with its bank.
The Finance manager believes that reducing prices is the best way to increase sales revenue.
Anyshade's paints are well known for quality.

Table 1: Cash flow forecast ($000's)

July August September
Opening balance (9000} 6000 Y
Cash inflows:
Cash sales 90000 30000 50000
Cash from debtors 50000 80000 70000
Total cash inflows 140000 110000 120000
Cash outflows:
Fixed costs 70000 70000 70000
Wages 20000 18000 19000
Raw materials 35000 30000 30000
Total cash outflows 125000 118000 119000
Net cash flow X (8000) 1000
Closing balance 6000 (2000) {(1000)

Note: numbers in brackets are negative.
(a) Calculate the following.

July net cash flow (X): ....ccciienmsnnnensenremiinrse et ssstasstssssnssssnesssassssansnssssnssesness senss

---------------------------------------------------------------------------------------------------------------------------------------------------

(b) identify and explain two possible reasons why Anyshade has cash fiow problems.

[ 225 1 U0 e £ e et e

|
EXplanation: ... (2 T O
Q7

---------------------------------------------------------------------------------------------------------------------------------------------------
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8. M/J 14/P11/Q3/c
HPT makes frozen food products. The Finance Director wants to improve HPT's cash flow position.
Table 1 is an incomplete cash flow forecast for the next 3 months. The Finance Director thinks HPT
should not use expensive packaging. He is also worried that new Government health & safety laws
will not benefit the company and will only add to its costs.

Table 1: Cash flow forecast ($000's)

Month 1 Month 2 Month 3
Opening balance (50000) (30000) (40000)
Cash inflows 200000 180000 200000
Cash outflows:
Wages 60000 60000 60000
Packaging 20000 20000 20000
Raw materials 45000 55000 45000
Fixed costs 55000 55000 55000
Total cash X 190000 180000
outflows
Net cash flow 20000 Y 20000
Closing balance {30000) {(40000) (20000}

Note: numbers in brackets are negative.

(a) Identify and explain two benefits to HPT of having a cash flow forecast. You should refer to
Table 1 in your answer.

BENETI 11 et rne TR T T T Py O TS

---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

EXPlANAHON: ..ottt rescenreccesnerer e siestssnerresnestesssssasnno st sasessnssmsssmsessensnns I NN
)

2
&
.......... {4

3. O/N 12/P11/Q1/a,¢ }é@g
Durban Dragons is a big football club. Recently fewer people have beepwitc its matches
and ticket revenue is falling. Some people say that ticket prices foi@nat&s are too high
and should be reduced. The club has high fixed costs and ne io ve its cash flow.
The club directors have been trying to gain sponsorship an per of businesses are
very interested.

(a) What is meant by ‘cash flow'?

------------------------------------------------------------------------------------------------------------------ "

----------------------------------------------------------------------------------------------------------------------------------
--------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------
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(b) ldentify and explain two ways tiiswdshfiofeiit-Durban Dragons could be improved.

WEY 17 oeercirierisenssssiisesssrasiiis st sres s ass s ssts s s s s st s s b s b s bs s s bbb s et as s a sttt s b e et an s

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

10. M/J 12/P11/Q4lc
Rapid Call is a private limited company. It manufactures a range of cell (mobile) phones.
The demand for these is increasing. Its products have several special features that are
not available from other phone manufacturers. It sells its products directly to retail shops.
Rapid Call uses competitive pricing for all products, The Finance Director has been looking
at the accounts. A summary is shown in Table 2. In 2011 the gross profit margin was 40%.

Table 2: Profit/Loss Account for Rapid Call for year ending 30 April 2012 ($000s)

Sales 450
Cost of Sales 300
Gross Profit 150
Overheads 95
Net Profit 55

(a) Identify and explain two ways in which Rapid Call's Finance Director could use the
information in Table 2.

-----------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------

--------------------------------------------------------------------------------

-------------------------------------------------------------------------------------
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11. M/J 12/P11/Q5/b,c
Favell is a woodworker. He is planning to set up his own woodworking business. He plans
to use marketing to help his business become established in the local area. Favell thinks
cash flow will be a problem because his business will have a lot of cash outflows. A friend
has suggested he prepares a cash flow forecast.

(a) Identify two possible cash outflows for Favell’s business.

------------------------------------------------------------------------------------------------------------------

(b) Identify and explain two benefits for any business of preparing a cash flow forecast.

Benefit 1:

..........................................................................................................................
..........................................................................................................................................
.....................................................................................................................
..........................................................................................................................................
..........................................................................................................................
..........................................................................................................................................

---------------------------------------------------------------------------------------------------------------------
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17/P11/Q2/¢c

Application [4] award one mark per correctanswer

W: 5 or 5000

X: 75 0r 75000

Y:5 or 5000

Z:{10) or (10000)

Note: Z must be shown as a negative number to becredited.

16/P12/Q3/e
Knowledge [1] — award up to 1 mark for identification of relevant points 6
Application [1] — award 1 mark if relevant reference made to this business
Analysis [2] — award up to 2 marks for refevant development of point (s)
Evaluation [2] — justified decision made as to whether
TKF is right to be worried about its cash flow position
Relevant points might include:

e (Closing balance is positive for two of the three months [k]

so can meet all expenditure/bills [an]

e Cannot cover outflows in January [k] as net cash flow is (5Y
opening balance oniy three [ap r{ s0 might damage

relationship with suppliers of not able to pay [an]

¢ [nflows vary per month [k] so no guarantee have money to
pay costs [an] so suppliers might be reluctant to supply

wood [app] so cannot meet all its orders [an]

Cash inflow decreases in January [k] by 15 [app + an]
» Cannot predict/rely on regular orders [k] using job production [app]
¢ May be a temporary problem [k] as only have three months data

16/P12/Q3/c

Knowledge [2] — award 1 mark for each relevant reason [max 2). 4
Application [2 x 1] — award 1 mark for each explanation in context.

Points might include:

o Necessary to finance the day to day activities (only once) e.g. Pay suppliers [k]
for bike parts [app]

Know they are solvent/can meet short-term debts/avoid cash flow probie ]_4@
Too much working capital could mean not making best use of resour
which could negatively impact on expansion plans [app]

« Cantake advantage of special offers from suppiiers (k] \\

e Can help attract potential investors/support ioan app!icatiorsé{ Ko r@%expand
the business [app]

s Cover unexpected costs [K].

15/P11/Q4/c

(a) Knowledge [2] award up to 2 marks for identification o(%_@omt dgnowledge of cash flow [4]
Application [2] award up to 2 marks for relevant explaatig 390 context of Tebo's business

Rejevant points might include:

[ ]

Cash flow needed to pay its day to day "1 >
Business could fail due to lack of cash [k] 158d all his savings to buy franchise [app]
Help reduce need for finance [k] for a new business fappl

Able to predict/plan for cash flow problems [k]

Help a business get a loan []
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Application marks may be awarded for appropriate use of the following: car repair, no
management experience, $15000/all his savings, new business, FIXIT franchise.

5. O/N 14/P12/Q2/a,c,d,e

(a) Calculate the following: wages in January(X); total outflows in February (Y).
Application [2 x 1]: award 1 mark per correct answer
(X) $6000 [1]
(Y) $21000 1]
Note: Answer should be in thousands butaccept 6 and 21 as could insert answers into table

{b) Knowledge [2 x 1] —~award 1 mark for each reason

Application [2 x 1] — award 1 mark for each relevant explanation in context [4]

Points might include:

* Outflows higher than Cash Inflows [k] as net cash flow fallen by $5000 in March /
outflows $3000 more than February [app]

» Different credit terms [K] gets 1 month's credit from suppliers but gives customers 3
months [app]

» Bought more stock [k] paid extra $4000 compared to February [app]

» Opening balance in March not large enough [k] only $2000 [app]/ if it was more than
£6000 [app] closing balance in March would be positive

* Poor cash flow management [k].

Note: Table included for ease of reference for 2c.

{c) Knowledge [2 x 1] —award 1 mark for each advantage identified
Application [2 x 1] — award 1 mark if relevant reference made to this business / use of data [6]
Analysis [2 x 1] — award 1 mark for each relevant explanation (i.e. show how the point
generates an advantage to a business)

Advantages might include:

» |mbalances can be predicted / funding for shortfalls can be planned [k] so for the
negative balance Jan—-Mar [app] has plenty of time to arrange an overdraft fan]

¢ Can assess impact of decision [K] such as giving 3 months credit [app]
Help get short term loan / overdraft [k] as show why need / able to repay [an]

* identify possible causes of cash flow problems [k] e.g. cash inflow $5000 less in January
than February [app] so could try to get customers to pay quicker [an]

e Help manage cash flow better [k] as could try to reduce amount spent on stoék
[app]

e Shows how much is spent each month [k].

(d) Knowledge [2 x 1] award 1 mark for each issue identified \
Application [1] ~ award 1 mark if relevant reference made to the bu @@7 [6]
Analysis [1] - award 1 mark for relevant development of poi sy~ @

Evaluation [2] - jusiified decision made as to whether cash ow@'s‘m S mportant to the
§ %\%‘9 @

inMarch

business than profits

Points might include:

* Main objective is to make a profit [k] without it, owgirs
[an]

e Profit is a measure of success [k] @0 d
Profit is important for long term survival &
Profit is a source of finance [k] so higher ¢ ag.pe of growth [an)

Need cash to operate / pay for immediate debts [k] so can make toys [app]

Help sales [k] as able to offer credit terms to customers [app] as have money to pay
other outflows [an]
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e Positive cash flow shows able to manage its finances [k]

« Positive cash flow means business is liquid [k] whereas currently has a negative closing
balance [app] which shows possible financial difficulties ahead [an]

s Less likely to need overdraft {k] which would add to costs [an].

Application might include: make toys, small business, use of numbers, 1 months credit from

suppliers, gives 3 months credit, negative closing balance.

Developed answer:

Cash is needed for the business to operate [K]. If its outflows are more than its inflows, such

as the negative closing balance in March [app), it will be unable to meet its immediate debts

[an]. Thus cash is crucial for survival [eval]. In the short run a business can survive without

making a profit so cash flow is more important to ensure the business lasts long enough to

make profits [eval].

6. O/N 14/P11/Q2/d
(a) Knowledge [2 x 1] - award 1 mark for each reason identified.
Application [2 x 1] — award 1 mark if relevant reference made to data/Rakesh’s business. [6]
Analysis [2 x 1] — award 1 mark for each relevant explanation (show why they create cash
flow problems).
Points might inciude:
» Sales are on credit [k] although he is making a profit from the cars [app] money will not
be received until later [an]

« Purchase of stock is by cash [k] as he holds a large stock of parts [app] profit is not
earned until it is sold [an]
Some costs may not be paid every week e.g. insurance or rent

« Buys the cars for cash [K] takes time to repair them [app] and so only makes profit when
they are sold.

Explanation will focus on the fact that timing of flows creates an imbalance between cash in
and out.

7. MiJ 14/P12/Q5/b,d
(a) Application [2 x 1] — award 1 mark for @ach correct value. [2]
X = $ 15,000 000 or 15,000
y = $ (2000 000) or (2000)
$ sign not required. Note Y must be shown as negative value.
Note: Answer should be in millions but accept 15,000 and (2 000) due te questigglayout.

(b) Knowledge [2 x 1] —award 1 mark for each relevant reason identified. ©) @
Application [2 x 1] - award 1 mark if relevant reference made to data. D> Q
i@ ndétinecessary).

Analysis [2 x 1] —award 1 mark for each relevant explanation (calculaigs
For each reason: maximum 3 marks [1k + 1ap + 1an]. N [6]
Relevant points might include: A
« High fixed costs [k] of $70,000 is over half of the monthlgg:as@mtﬂows [app]l. These
must be paid whether sales are made or not [an] &
4 elayed [an} as in Aug/Sep

« Sel stock on credit [k] which means that cash pay@% -
over half the cash inflow is from credit sales [app B

Opening balance is negative to start with [ 2 NE b(..-?)- ($9000) [app]
<

Poor cash flow management [k]

Spend too much money [K] ©

Wages fluctuate each month [k] %
ote: Can accept comments based on general 1\), e.g. cash sales have fallen [k].

z....
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8. M/J 14/P11/Q3/c
{a) Knowledge [2 x 1) — award 1 mark for each relevant benefit identified

Application [2 x 1] — award 1 mark for each relevant explanation in context [4]
Relevant points might include:

« Amange a short term loan [k] or arrange an overdraft [k] as in each month the closing
balance is negative [app]

o Can identify possible causes of cash flow problems [k] e.g. as in month 2, sales are
$20000 lower than the other two months [app]

* Help manage cash flow better [k] as could try to reduce amount spent on packaging to
less than $20 000 per month [app]

« Supports a loan application [k] as shows that the cash flow is improving slowly [app]
» Shows how much is spent each month [k].

Note: Do not reward a definition of cash flow forecast as the question asks for the benefits

9. O/N 12/P11/Q1/a,c
(a} Clear understanding [2) Some understanding [1] 2]
Term refers to the timing and amounts of cash moving in and out of a business [2].

To gain full marks it is sufficient to only refer to “cash in and cash out”. Just cash in OR cash
out will gain 1 mark.

(b) Knowledge [2 x 1] — award 1 mark for each way [4]
Application/analysis [2 x 1] — award 1 mark for each relevant explanation of how it
impacts on cash flow
Cash flow can be improved by any method that alters the amounts and timing of the flows
into and out of the business. Methods mightinclude:

e Selling season tickets [way] wouid improve cash flow because cash would be received
earier

« Gaining sponsorship would improve cash flow by attracting in more cash earlier

» Delaying payment to creditors would also improve cash flow by postponing cash
outfiows until later

e Delaying payment of wages as this would postpone cash outfiows

« Arranging an overdraft facility {(or short term loan) would give access to cash immediately
and would therefore allow a business to meet its short term financial obligations

« Disposal of unwanted fixed assets would turn assets into cash

Methods could be in context of a football club but this is not required.

Do NOT allow answers such as cutting costs unless explained. For exampl

says selling a number of players would only be credited if they explainedﬁaa

would be reduced and so therefore would the cash outfiow. @?f
N
10. M/J 12/P11/Qdlc ) e
(a) Knowledge [2 x 1]: award 1 mark per relevant way. & © [4]

explain how or why help).

Analysis/application [2]: award 1 mark for each relevant @a {i.e. to
§§9 @

Ways include:

¢ gross profit margin can be calculated [k] whic c%@b &ﬁired to previous years
to see if the GP has risen or fallen [an)/which b mpared to other companies [an]

» costs of goods sold might have risen [k] d try to find cheaper suppliers [an]
e might use the information to adjust mar g tegy [k]
e show value added [k].

For an answer that accurately calculates the Gross profit margin [33%] or
the Net profit margin [12.22%] award 2 marks [an].
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11. M/J 12/P11/Q5/b,c
(a) Knowledge |2 x 1]: award 1 mark per cash out flow. [2]
Cash outilows include: rent, materials such as wood, nails; advertising costs

machines or equipment, transport costs, insurance, and wages.
Accept any reasonable example.

(b) Benefits: [4]
« able to arrange finance to avoid cash flow problems
o help planning
« see (predict) when money goes in or out of business
« support loan applications
o businesses more likely to have cash flow problems in early years.

Knowledge [2 x 1]: award 1 mark per relevant benefit,
Analysis [2 x 1) award 1 mark for each relevant explanation (i.e. show
how it will help a business.)
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5.3: Income Statements

1.

M/J 17/P12/Q1/b

Cheung owns a small retail shop in the city centre selling fashion clothing for children. As it is a
competitive market, Cheung knows market research is important. Cheung is worried about the
effect of an increase in shop rent on his costs. Cheung said: ‘I will have to pay this higher rent as
itis a good location. [ need to increase revenue or reduce other costs.’ Cheung buys all his supplies
from a wholesaler located in a nearby town. He is thinking of buying directly from a clothing
manufacturer in another country,

(a) Identify what will happen to each of the following when Cheung’s shop rent increases.

VBHADIE COSL: ... cesirere e secatesisssteerere e e asessaeassesssrnrsassnsesssessns seessesmmsssese s s seeesnenses

-------------------------------------------------------------------------------------------------------------------------------------------

M/J 16/P11/Q3/a,b

Rafiq is the Operations manager at a small factory. The business makes a range of soft drinks
using batch production, Last year Rafig successfully introduced just-in-time inventory control, based
on an idea from one of the 40 employees. As the business is planning to expand, Rafiq thinks it
would be a good idea to change to flow production.

Table 1: Income statement for 2015 ($000)

Revenue X
Cost of sales 360
Gross profit 240
Expenses

Profit

Retained profit

(a) What is meant by ‘cost of sales'?

-----------------------------------------------------------------------------------

(b) Refer to Table 1. Calculate:
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3. O/N 14/P11/Q2/¢,d
Rakesh manages a car repair business in country Y. He buys cars that are damaged or have parts
missing. Rakesh adds value by repairing these cars until they look like new ones. He employs
5 workers 1o do the repairs. The business holds a large stock of car parts and Rakesh always pays
cash for these. However Rakesh's sales are usually on credit.
Table 1: Some information for a typical trading week

Cars bought by Rakesh 6
Average cost of each car $2000
Average cost of parts used per car $500
Weekly wages per employee $1000
Weekly fixed costs $4000
Average price per car sold $5000
Number of cars sold 6

(a) Calculate the weekly net profit of the business.

...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................

---------------------------------------------------------------------------------------------------------------------------------------------------

(b) Identify and explain two reasons why the weekly net profit may not be the same as the weekly
net cash flow for Rakesh’s business.

FREASON T2 severerrrereeeeassssessersarannmnssesesssasssssssssssssssessssnssssasssanssonsernnsssnssssesshostssasssesssssssssessnessosesssses

---------------------------------------------------------------------------------------------------------------------------------------------------

EXPIANALION: ...ccociuiiemrerreississsissiessisnessnssssssssnmasamssessnssssssessnssnsberassastsssssstsssssetsstsnassenigpesarsssaserssons
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4. MU 14/P12/1Q2/a

Cutter is a family owned private limited company. It manufactures a luxury brand of coats, In
2013 sales revenue increased by $3m and retained profits also increased. ‘The marketing mix is
working’ said the Marketing Director. Cutter's Operations Director thinks that batch production is
still the right method of production to use, but he cannot decide whether on the job or off the job
training is better for the business,

(a) What is meant by ‘retained profit'?

---------------------------------------------------------------------------------------------------------------------------------------------------
---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

5. M/J 14/P12/1Qd/c

The Government of country B plans to build a new airport. A Government spokesperson said:
‘There will be external costs, but [ think there will be more benefits for the local community, We
have to support businesses such as airlines in the private sector’. RU Air is one of the world

country B in the future. RU is a public limited company.
(a) Identify and explain two benefits to RU Air of high profits,

D ettt

6. O/N 13/P12/Q3/c
Harry owns a pizza restaurant in a
2012,

Table 2
Selling price per pizza
Variable costs per pizza

Weekly fixed costs $2700
Weekly sales 1500 pizzas
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(a) Calculate how much profit Harry’s business makes in one week.

5.3: Income statement

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

7. M/ 13/P12/Q4/a

Belshire Books owns a number of shops. The Finance manager is worried about the financial
position of the company. An extract of the accounts is shown in Table 1. Belshire Books is
facing increased competition from online booksellers selling through the Internet.

Table 1: Extract from Belshire Books accounts ($000s)

2011 2012
Net profit 50 30
Current assets 50 60
Current liabilities 50 50
Capital Employed 500 500

(a) What is meant by ‘net profit'?

----------------------------------------------------------------------------------------------------------

----------------------------------------------------------------------------------------------

-----------------------------------------------------------------------------------

--------------------------------------------------------------------------
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8. OIN 12/P12/Q3/a

Celtic Springs, a public limited company, is a water bottling business. Its shareholders have
been unhappy with the performance of the business and are threatening to take action at
the next Annual General Meeting (AGM). Table 1 shows an extract from the company’s latest
Profit/Loss Account.

Table 1: Celtic Springs Profit/Loss Account 2011 ($m)

Sales revenue ?
Cost of sales 150
Gross profit ?
Overheads/expenses 70
Net profit 10

The accounts of the business also show that the capital employed by Celtic Springs was
$650m.

(a) Calculate gross profit and sales revenue in 2011.

Gross profit:

---------------------------------------------------------------------------------------------------------------------

SAIBS TBVENUE! ....ooevertteree sttt ss st csesesssesesess s es s e s s e sssn 2]

M/J 12/P11/Q4/b

Rapid Call is a private limited company. it manufactures a range of cell (mobile) phones.
The demand for these is increasing. Its products have several special features that are
not available from other phone manufacturers. It sells its products directly to retail shops.
Rapid Call uses competitive pricing for all products. The Finance Director has been looking
at the accounts. A summary is shown in Tabie 2. In 2011 the gross profit margin was 40%.

Table 2: Profit/Loss Account for Rapid Calf for year ending 30 April 2012 ($000s)

Sales

450

Cost of Sales

300

Gross Profit

150

Overheads

85

Net Profit

55
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1. M/J 17/P12/Q1/b

(a) Application [2 x 1]: award 1 mark for each correct answer.
() Variable cost: Nochange / same
(i) Fixed cost:Increase

2. M/J 16/P11/Q3/a,b

(a) Clea understanding [2] e.g. Money spent on producing or buying in the goods sold by the
business,
OR variable cost of making the good s sold,
OR cost per unitx number of output, 2
OR money spent an making the products plus an example of those costs.
Some understanding [1] e.g. Money spent on materials.

(b) Application [2 x 1] —award 1 mark per calcutation.
X =600 [600 000]
Y =120 [120 000]

3. O/N 14/P11/Q2/c,d
(a) Comect answer [4]: 6000 ($ not required. No further calculations are required)
Some understanding [can gain up to 3 marks):
Breakdown of marks as follows:
Revenue per week (5000 x 6)=%$30000 {1]
Costs per week:
[2000 x 6] +[500 x 6] + [1000 x 5]+ $4000 = $24 000 [2] 1 mark for 3 of these 4 correct costs

OR (ji) 30000 [1] - 17500 = 12500 [+1]

Proft per week $6000 1]
NOTE - OFR {own figure rule) can apply e.g. (i) 30 000 [1] — 7500 = 22500 [+1] 41
(b) Knowledge [2 x 1] — award 1 mark for each reason identified.

Application [2 x 1] —award 1 mark if relevant reference made to data/Rakesh's business.

Analysis [2 x 1]— award 1 mark for each relevant explanation (show why they create cash

flow problems).

Paints mightinclude:

» Sales are on credit [k] although he is making a profit from the cars [app] mg Rot
be received until later [an]

e Purchase of stock is by cash [k] as he holds alarge stock of parts [ap,
earned until itis sold [an]
Some costs may not be paid every week e.g. insurance or rent -
Buys the cars for cash [k] takes time to repair them [app] and soonl «
they are sold. @ @&

ofilils’ not

and out.

4, M/J 14/P12/Q2/a 4

(a) Good knowledge [2]: e.g. net profit reinves{gqu’a into business [1] after tax andfor
dividends [+1].

Some knowiedge [1] e.g. money left after dividBhds and/or taxes paid, money kept by

business.
Do not accept net profit or definition of profit [0]. [2]
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5. M/J 14/P12/Qd/c
(a) Knowledge [2 * 1] — award 1 mark for each benefi.
Application [2 x 1] —award 1 mark for each relevant explanation in context

Benefits:

* Source of finance/money to reinvest [k] so can fund expansion into country B fapp}

* Sign of success [k] so stay one of the world's most profitable airlines [app]

» Able to pay out larger dividends [k] so encourage shareholders to invest in company
[app —as RU Air is public limited companyj]

» Able to pay out larger bonuses [k] 50 employees are motivated to provide betier service
to passengers [app]

» Reduce risk of takeovers [k] as other airlines have to pay more for its shares [app]

» Help ensure long term survival of business [k]

» Measure of performance [

Do not accept expansion or example of it on own as many types of finance allow this.

Do not accept decreasing prices as too vague.

Do not accept use profits to pay bills ; give wage rises ; buy stock ; pay debts . [4]

6. O/N 13/P12/Q3/c
{a) Correct answer [4]: 1800 ($ not required. No further calculations are required)

Some understanding [can gain up to 3 marks}:
Breakdown of marks as follows:

Sailes 1500 @ $8 $12000[1]
Variable costs 1500 @ $5 $7500 [1]
Total costs $10200(1)
Profit ' $1800[1]
Notes:

* Can allow 2 marks for comect calculation of Total cost on own (as will have calculated
Variable cost as part of it)

* Own figure rule (OFR) applies up to a maximum of 3 marks if onfy one error caried
forward. 12000 — 2705 = $9295 [2] only as incorrect understanding of variable cost

* If NO acceptable calculations allow 1 mark for understanding of profit [K] e.g. total revenue
~— total cost [1]

* Credit calculation using contribution method as follows: contribution $3 [1] total
contribution $4500 [+1] [4)

7. M/J 13/P12/Q4/a
{a} Good knowiedge [2] ~
¢ Profitis the total amount of money that business makes once alltota
subtracted from (sales) revenue OR Total revenue — total cost [2] & Qg
* amount left afier expenses subtracted from gross profit/gross pr“' Q*ﬁé’ overheads or

other indirect costs {2) 2 @
Some knowledge [1} - e.g. money left after costs OR amO@ of oney made by the
business & [2]

8. O/N 12/P12/Q3/a @
(@) Application [2x1]- 1 mark per answer
Gross profit = $80m [1] {i.e. $150m — $70m}
Sales = $230m [1] {i.e. $150m + $80m}
[

Notes: $ and Millions not required but OFR wi [2]
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9. M/J 12/P11/Q4/b
(a) Correct answer[2]: 150/450 = 33.3% or 33%.

Method [1] e.g. uses right formula i.e. gross profit/sales * 100 [1], 33 [1].

N.B. answer must include % sign to be awarded 2 marks.

5.3: Answer Section

[21
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5.4: Statement of Financial Position

1.

M/J 17/P11/Q2/a,b

Josh owns an office cleaning business. He has a number of large and small business customers.
Josh emplays 6 full-time cleaners who are all given off-the-job training. Josh believes that using
the latest cleaning equipment increases added value. He said: ‘Customers are happy with the
service. | am always sending text (SMS) messages to workers about additional work.' Josh has
been looking at his balance sheet. He cannot decide if a bank Joan is the best source of finance to
use for new equipment. The new equipment will cost $60 000.

Table 1: Extract from Josh’s balance sheet as at 30 April 2017 ($000)

Current assets 120
Trade receivables 90

Cash X

Current liabilities Y
Net current assets 70

(a) What is meant by ‘trade receivables'?

-------------------------------------------------------------------------------------------------------------------------------------------
-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

M/J 16/P12/Q3/a,b
Alex and Raul are business partners. They started a bicycle repair bl.@ues
as the bank would not give them a loan. Raul does most of G%ﬁ@ir Ve

ark, while Alex manages
the accounts. Alex is surprised that the business has made a 0-.-"" in the first year, ‘We can
use this profit to expand. | don't know why people think w% d B&

plan. Much of the demand for our repair business come
Table 2: Extract from balance she

A

Non-current assets @ 3000
Current assets 2500
Current liabilities 2000

Non-current liabilities 1500
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(a} What is meant by ‘non-current liabilities'?

5.4: Statement of financial position

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

3. M/J 14/P12/Q5/a

Anyshade manufactures a range of paints. It uses flow production. The Finance manager has
produced a cash flow forecast as the business wants to arrange an overdraft with its bank.
The Finance manager believes that reducing prices is the best way to increase sales revenue.
Anyshade’s paints are well known for quality.

Opening balance
Cash inflows:
Cash sales

Cash from debtors
Total cash inflows
Cash outflows:
Fixed costs
Wages

Raw materials
Total cash outflows
Net cash flow
Closing balance

Note: numbers in brackets are negative.

(a) What is meant by an ‘overdraft'?

-----------------------------------------

...................................

July
(9000)

90000
50000
140000

70000
20000
35000
125000
X
6000

Table 1: Cash flow forecast ($000’s)

August
6000

30000
80000
110000

70000
18000
30000

118000

(8000)
(2000)

September
Y

50000
70000
120000
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4. O/N 13/P11/Q2/¢c
Muammar sells boxes of spices to markets. Workers

piece rate basis. Table 1 gives financial details of the
Table 1

Fixed costs per month
Employee wages

Raw materials

Marketing costs

Selling price

Sales per month [average]

(a) Calculate the annual profit that Muammar made

-----------------------------------------------------------------------------

-----------------------------------------------------------------------------

.............................................................................

-----------------------------------------------------------------------------

-----------------------------------------------------------------------------

.............................................................................

-----------------------------------------------------------------------------

----------------------------------------------------------------------------

5. M/J 13/P12/Q4le

in Muammar’s business are paid on a
business in 2012.

$10000

$2 per box

$3 per box

$1 per box

$8 per box

9000 boxes

in 2012,

.............................................................
.............................................................
.............................................................
.............................................................
.............................................................
.............................................................
.............................................................

--------------------------------------------------------------

Belshire Books owns a number of shops. The Finance manager is worried about the financial

position of the company. An extract of the accounts
facing increased competition from online booksellers

Table 1: Extract from Belshire Books accounts ($000s)

is shown in Table 1. Belshire
selling through the Internet,

s
2011 20150 &
Net profit 50 G 0 N
Current assets 50 n Nz
Current liabilities 50 R %\iﬂ/ﬁ 50
Capital Employed 500 C,@OF 500

(a)

of the business? Justify your answer.

----------------------------------------------------------------------------

@
Do you think that the Finance manager is rigﬁ}fo

Jrd
orried ab

e

out the financial position

--------------------------------------------------------------
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..........................................................................................................................................

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

6. M/J 13/P11/Qd/e

Luxury Destinations owns three hotels in country X. The business spends a lot of money
on staff training. The Finance Director is pleased with the financial position of the business.
‘However, the appreciation of our country’s currency and the Government's plan to increase
taxes might cause problems to our business in the future’ he said.

Table 1: Luxury Destinations financial information ($000s)

2011 2012
Gross profit 195 220
Net profit 30
Fixed assets 300
Current assets 60
Current liabilities 60

---------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------




Business Studies O-Leve| P-1 Workbook

261 5.4: Statement of financial position
Read & Write Publications

.........................................
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5.5: Analysis of Accounts

1.

2. M/ 17/P12/Q2/a,b,c

O/N 17/P12/Q3l/c(i)
Yanis owns a busy restaurant in the city centre. He employs 4 skilled chefs and 6 workers to serve

in the restaurant. All employees are on part-time contracts. The chefs are paid a high hourly wage
rate, but receive no bonuses. Yanis is worried that too many chefs leave. He is thinking of other
ways in which he could motivate the chefs. Yanis wants to open another restaurant but is worried
about problems linked to growth. He has prepared a balance sheet as part of his business plan.
An extract is shown in Table 2. The current ratio was 1.2:1 in 2016.

Table 2: Extract from balance sheet as at 30 September 2017 ($ 000)

Non-current assets 160
Current assets 60
Current liabilities 40
Non-current liabilities 120

(@ (i) Calculate the current ratio as at 30 September 2017,

--------------------------------------------------------------------------------------------------------------------------------

--------------------------------------------------------------------------------------------------------------------------------

--------------------------------------------------------------------------------------------------------------------------------

LWM makes car tyres in 15 different sizes using batch production. Last year L g 80 million
tyres including 40 million tyres of its best-selling size. The Finance Director ggyt looking at
some financial data as shown in Table 1. She said: ‘Liquidity is important. f o some ratio
analysis to measure business performance. In the previous year our Re %éapital Employed
was 33%.’ The directors are worried about increased competition bn@h)ey@ not decide on the

best way for LWM to respond.

@
Table 1: Extract of financial data f ;ﬁ@m)

G
Revenue /@ 0
DY e
Profit <€"‘L@ y 1000
Non-current liabilities 2000

Capital employed 4000
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(a) What is meant by ‘fliquidity'?
........................................................................................................................................... [2]
(b) Identify two reasons why a director might want to measure business performance,
REASON T sttt ses s smessae e st sasessesesssesoe s e
REBSON 21 oo saeseserntts s amsssssssssssssssss s et sesseees s s
........................................................................................................................................... [2]
() (i) Calculate the Return on Capital Employed (ROCE) for 2016,
................................................................................................................................ [2]
(i) Explain what this result shows about LWM's performance.
................................................................................................................................ 2]

3. MJ17/P11/Q2/e

(a) Do you think a bank loan is the best source of finance for cleaning business to use for the
new equipment? Justify your answer.

------------------------------------------------------------------------------------------------------------------------
-------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------

--------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------
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-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

4. O/N 16/P11/Q2/a,d,e
Dowson is a large business which owns a number of shops. It sells a range of electrical goods such

as computers and televisions. The Finance Director has been looking at some recent financial data,
as shown in Table 1. He is pleased with Dowson's liquidity but knows he must reduce its high level
of debt including an overdraft of $6m. He said: 'The economy is in recession. Many small retailers
have failed. Size is an advantage!’

Table 1: Extract of financial data for Dowson

2015 2016
Revenue $280m $300m
Profit $175m $180m
Current ratio 1.2 1.5:1
Acid test ratio 0.8:1 0.5:1
Return on capital employed 10% 10%

(a) What is meant by ‘Return on capital employed'?

-------------------------------------------------------------------------------------------------------------------------------------------
-------------------------------------------------------------------------------------------------------------------------------------------
-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

(b) Identify and explain two problems for Dowson of having a high level of debt.

PrODIEIM Tooneessveeresereeneremsssessnssessnessessssesatsssessssssssssssssnsssrssstssss sassessnssstosasssstsassrscestasenersaans
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{c) Do you think the Finance Director is right to be pleased with the liquidity of the business?
Justify your answer using the ratio results in Table 1.

...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................

-------------------------------------------------------------------------------------------------------------------------------------------

5. M/J 16/P11/Q4/d
Nuwan is a sole trader. He has a specialist sports shop selling a wide range of cricket and tennis
products. His 3 employees are trained to provide good customer service. Nuwan is pleased the
economy is growing but he is worried that interest rates might be increased. He believes his small
business has advantages compared to large retailers. Nuwan would like to improve profit margins
and thinks the best way to do this is to reduce costs.

{a) 1dentify and explain two advantages that Nuwan's business might have compared to large
retailers.

Advantage 1:

-----------------------------------------------------------------------------------------------------------------------------

----------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------

--------------------------------------------------------------------------------

----------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------
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6. O/N 15/P12/Q2/e
CLW makes wood furniture, including chairs and tables. Demand has risen quickly over the past
3 years and the business needs to increase the scale of production at its factory. The factory is
located near the city centre in an area of low unemployment. The Finance Director has produced a
business plan, including a balance sheet. The Finance Director is pleased with CLW's liquidity.

Table 1: Extract of financial information

2013 2014

Non-current (fixed) assets ($m) 240 260
Current assets:

Inventory (stock) ($m) 180 330

Trade receivables (debtors) ($m) 320 240

Cash ($m) 100 90

Total current assels ($m) 600 660
Current Liabilities ($m) 480 440
Current ratio 1.25:1 ?
Acid test ratio 0.875:1 ?

(a) Do you think the Finance Director is right to be pleased with the liquidity of CLW in 20147
Justify your answer using the data in Table 1 and appropriate ratios.

...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...............................................................................................................................
......................................................................................................................
.............................................................................................................

-----------------------------------------------------------------------------------------------------------

7. O/N 15/P11/Q2/e G@ »
Ramford is a private limited company. It has four fggér\ie hich make a wide range of food
products including breakfast cereal and ice cregfz qgFinance Director is worried about the
company’s financial performance. She has rea t ;Eny businesses failed in the last year. |
think we are suffering from diseconomies of scale’ skie said. Ramford's directors have decided to
cut the number of different products it makes from 80 to 10.



Table 2: Extract from accounts

2013 2014
Revenue (sales) ($m) 2
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---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

9. M/J 15/P11/Q4/d
Javid is a company that manufactures a range of luxury chocolates using batch production. Over
the past year, profit has falien due to increased competition. In order to cut costs, the Finance
Director has suggested the company introduces new technology into the production process. The
Human Resources Director is not sure that workers would benefit from the introduction of new
technology.
(a) ldentify and explain two problems that a fall in profit might cause for the company.

PrOBIEITI T oereiiiiirrerecreiicsterenneieeerassassersesmnnntssbatessssesstsnsestersnnnnsnssssenrsnneresesnsssnssessssnnnsrsnssssansinsansns
o 1g | (Lo R e e B P r e T O e O OO I T
P ODIEIMN 2 .eeiiieeiieeeereessesrersssssssseeessnsssssssesssrsnsnsnssssenssassassssssessransannasesassarnsssansessansarsseranasessennnane
EXPIANALION: «..ccvvereirnereinrisssisiisnisnestsssestrssesinsanesstsssessssiesssssssassseranssnsanssnssnnsssasnssnnsnssansensernsssnssns
) Y [6]
10. M/J 13/P12/Q4/b,c %
e financial

position of the company. An extract of the accounts is shown in T ire Books is

Belshire Books owns a number of shops. The Finance manager is worrleg
facing increased competition from online booksellers selling th rou)g% 5 rnet

Tabjle 1: Extract from Belshire Books account

2011 01 2

Net profit 50 /@}/ y 30
&, ¢/

Current assets 50 @L@/ R 60

Current liabilities 50 50

Capital Employed 500 500
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(a) Calculate the current ratio in 2012,

------------------------------------------------------------------------------------------------------------------------------------------

...................................................................................................................................... [2]
(b) ldentify and explain two ways in which Belshire Books could improve profitability.
WY 1 e et as e st sss s eems s e s e s sttt e e s e e e sesses s
WY 21 ettt s s ets st e et et e s ee e esess e
...................................................................................................................................... [4]

11. M/J 13/P11/Q4/b
Luxury Destinations owns three hotels in country X, The business spends a lot of money
on staff training. The Finance Director is pleased with the financial position of the business.

‘However, the appreciation of our country's currency and the Government's pian to increase
taxes might cause problems to our business in the future’ he said.

Table 1: Luxury Destinations financial information ($000s)

2011 2012
Gross profit 195
Net profit 30
Fixed assets 300
Current assets 60
Current liabilities 60

(a) Calculate the current ratio in 2012.

--------------------------------------------------------------------------
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12. O/N 12/P11/Q3/a,b,d,e
Table 1 shows the Balance Sheet for company D at the end of 2010 and 2011.

Table 1: Company D Balance Sheet [$m]

2010 2011
Fixed Assets 500 600
Current Assets 600 650
Current Liabilities 450 550
Net Assets 650 700
Long-term Liabilities 350 350
Shareholders’ Funds 300 350
Capital Employed 650 700

The accounts also showed that the net profit of company D was $80m in 2010 and $120m
in 2011,
(a) What is meant by ‘capital employed'?
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------------------------------------------------------------------------------------------------------
------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------

{(d) Do you think the performance of company D in 2011 has improved? Justify your
conclusion using the data provided.

..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................

------------------------------------------------------------------------------------------------------------------------------------------

13. M/J 12/P12/Q3/b,¢c ®
HTB is a public limited company. It manufactures a range of computers, HTB ot
of money on advertising as it is in a competitive market. The management bg!“aeve at the
product is the most important efement in their marketing mix. To meet ir@@a i emand

bﬁr

HTB is looking to expand their business. It plans to raise extra capital bygg@\l e shares.
The Finance Director has been looking at the data in Table 1. @ ©
Table 1: Selected financial data from HTB @“®

Sales

Net Profit

Long Term Liabilities
Capital Employed
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(a) Calculate the Return on Capital Employed for 2012.

------------------------------------------------------------------------------------------------------------------------------------------

(b) Identify and explain two reasons why shareholders might be interested in the accounts
of HTB.

FREEASOM 17 sovvversssesersreonsnnsesstssssssessssssassssssssorsssssassssassrosstsssstssiietnnssbasssstssssssssesstsssassasnnserance

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------
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1. OIN 17/P12/Q3/c(i)

(@) (i) Good application [2): 2
Correct answer 1.5 (times) OR 1.5:1 OR 3:2
Some understanding [1] correct formula OR 60/40

2. M/J 17/1P12/Q2/a,b,c
(@) Clear understanding [2]: ability of a business to pay back its short-term 2
OR day to day debts
OR ability of a business to pay its current liabilities using its current
assets

OR A measure of how quickly you can turn (current) assets into cash to

pay short term debts

Some understanding [1): whether business can pay its debts OR how

easily is it lo convert assets to cash OR Amount of cash available

(b) Knowledge [2 x 1} award 1 mark for each reason 2

Points might include:

©  See how well meeting objectives OR see how well business is doing
ORindicates what a business objective might be e.g. level of
profitability or levels of sales or productivity

w  Aid decision making OR Identify strengths and weaknesses OR
Identify what needs to be done to improve OR practical examples
such as to determine rewards for employees

©@  Way to compare with competitors

©  To compare with Previous years OR Spot trends

®© Report to shareholders

(¢} (i} Good application [2]: e.g. 25 or 25% 2
Some understanding [1): eg. profit / Capital employed *100 (1]
OR incomplete answer 1000 / 4000 [1]

Good application [2]: ratio has fallen [1] which shows that profitability
(ii} fallen OR not using capital as efficiently as last year

5.5: Answer Section

2
OR ratio fallen from 33% to 25% [2]
OR for every $100 invested the business generates $25 in
Some application [1] e.g. not as good
3. MIJ17/P11/Q2/e S
(a) Knowledge [1]: award 1 mark for identification of relevant point@ © 6
Application [1] : award 1 mark if relevant reference made to usfress

Analysis [2] : award up to 2 marks for relevant developm

Evaluation [2] : justified decision made as to whether g hank ia

best source of finance for Josh to use for the new e

Points might include:

c Increased liabilities OR must be repaid

 Loan would give him time to repay [k]

@ Has cash available [k) of $30 000 [app] so he
borrow the full amount [an]

.:\,g' (s)
an is the

23

man|
(&)

would not need to
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© Doesn't have enough cash available (K] to pay the $60 000 [app]
Cost of repayments OR interest 3]

Leasing is a method Josh can use [K] so the latest equipment is
always available [app]

o Banks may not be willing to lend the money [k]

8 8

4. OIN 16/P11/Q2/a,d.e
(@) Clear understanding [2]: ROCE means the profit of the business expressed 2

as % of capital invested in the business or correct formula.

(Profit/ Capital employed x 100)

Some understanding [1] —e.g. profit from capital invested or money made on
investment

(b) Knowledge [2x 1] - award 1 mark for each advantage identified 6

(c)

Application [2x 1] — award 1 mark if relevant reference made to Dowson

Analysis [2x 1] —award 1 mark for each relevant explanation

Relevant points might include:

« High financial risk [k} so banks / suppliers might be reluctant to lend
to them [an] so not able to stock a wide range of electrical products
[app]

» Higher expenses [k] which will reduce level of profit [an]

. Problems if interest rates rise [k] as might not be able to meet
repayments [an] increasing risk Dowson also fails [app]

« Difficult to raise additional finance [k] if lenders fear Dowson not able
to repay further loans [an]

o Cash flow implications/liquidity [k] as acid test ratio is only 0.5: [app]
could lead to insolvency [an]

Knowledge [1] — award 1 mark for identification of relevant points 6
Application [1] - award 1 mark if relevant reference made to Dowson'’s
business

Analysis [2] — award up to 2 marks for relevant development of point(s)

Evaluation [2] — justified decision made as to whether the Finance Director is

right to be pleased about liquidity

Relevant points might include:

e Current ratio increased [k] by 0.3 [app][an] so more liquid [an}

e Acid test lower [k] from 0.8 to 0.5 {app] so not able to pay short-term
debts [an] possibly due to high value of its inventory [an]

« Expenses are high [k] as have a high level of debts, which includes

$6 m overdraft [app] NS
« Risk that demand might fall [k] due to recession [2pp] therefo é;‘.gly

would be left with excess stock {an) ©
High level of inventory [k] 66% of current assets {app] [a Q. )

+ High level of trade receivables [k] danger that custome i t
pay [an] due to recession [app] so business will lack a
needs [an]

e« Current ratio shows the business is able to pay i rm debts

k]
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5.5: Answer Section
5. M/J 16/P11/Q4/d
(a) Knowledge [2 x 1] - award 1 mark for each relevant advantage identified [max 2]. 6
Application [2 x 1]~ award 1 mark if relevant reference made to Nuwan's business.
Analysis [2 x 1] — award 1 mark for each relevant explanation. Reasons might include:
« Better service [k] — all employees are trained [app] so able to maintain customer
loyalty [an]
 Flexible [k] - able to react quickly to changes in customer requirements [an] if
customers want a different cricket product [app]
» Leaner management [K]. Nuwan only has his 3 employees to inform/ask [app] so able
to make decisions quicker [an]
More control [k] as he owns the business [app]
Better communication [k]
Specialised knowledge [k] as a sports shop [app] so will attract more customers [an).

6. O/N 15/P12/Q2/e
(a) Knowledge [1] - award 1 mark for identification of relevant point(s) [max 1]
Application [1] — award 1 mark if relevant reference made to this business
Analysis [2] — award up to 2 marks for relevant development of point(s)
Evaluation [2] - justified decision as to whether CLW should be pleased with its liquidity in
2014
Points include:
* Current assets increased [k] by $60 m [app]
e Current liabilities falien [k] by 8.33% [app +an)]
* Current ratio improved [k] from 1.25:1 to 1.50:1 [app + an] but only because inventory
increased by $150 m so not as liquid [an]
* Acid test value fallen [k] from 0.875:1 to 0.75:1 [app + an] so not able to pay short-term
debts from its liquid assets if needed [an]
Cash fallen [K]

Trade receivables down [k] which could mean customers paying quicker [an] but could
mean less sales overall therefore less trade receivables [an)
Note: using percentage calculation or ratio award application and analysis. Max 1 for
application.

Application could include: calculation of relevant ratios/use of numbers, demand risen
rapidly, increased scale. [6]

7. O/N 15/P11/Q2/e
(a) Knowledge [1] — award 1 mark for identification of relevant point(s) [max 1]
Application [1] — award 1 mark if relevant reference made to this business

Analysis [2] — award up to 2 marks for relevant development of point(s)
Evaluation (2] - justified decision as to whether Ramford should be worrieé

performance

Points include:;

« Sales down [k] which is a 25% fall {app + an] @ B

* (net) profit down [k] by $10m [app] o

* Profit margin increased [k] to 40% [app+ an] showing ! trol of fixed costs [an]

* ROCE has fallen [k] to 20% [app + an] showing a laer retuPn on each $ invested [an]

* Financial Director is aware of the problem [k] as a¢Utting the number of products
to 10 [app]

Note: using percentage calculation or ratio a ligation and analysis. Max 1 for

application. S

Application marks may be awarded for appropria Sise of the following: appropriate
calculations/use of numbers, diseconomies of scale, four factories, 80 to 10 products



Business Studies O-Level P-1 Workbook 378 5.5: Answer Section
Read & Write Publications

8. M/ 15/P12/Q1/e
(a) Knowledge [1] — award 1 mark for identification of relevant issue(s)
Positive or negative points allowed or alternative ways to improve profitability [max 1]
Application [1] - award 1 mark if relevant reference made to this business
Analysis [2] — award up to 2 marks for relevant development of poini(s)
Evaluation [2] — justified decision made as to whether new technology is the best way to
improve profitability. Candidate’s final decision can be either for or against the statement
Relevant points might include:
* Reduce labour costs [k] so lower costs [an]
Less wastages or errors [k] so have to order less parts [app]
Additional costs e.g. redundancy or training costs [k] initially reduce profitability [an}
Impact on employee morale [K]
Better quality / accuracy [K] for this luxury product [app] so customers might pay higher
price [an] leading to bigger gap between costs and revenue [an]
High initial costs of equipment [k]
Speed up production [K] so leading to lower average costs [an]
Might take away their USP [K] of being handmade [app] so reduce demand [an]
Or Introduce more efficient working practices e.g. redesign factory layout [k]
Or use cheaper materials [k] so lower variable costs [an] but could mean lower quality of
watches [app]
= Orsell more through increased advertising [k] but could be expensive / may not work
[an]
Application marks may be awarded for appropriate use of the following: luxury product /
watches, skilled workers, quality assurance, handmade, production process, materials / parts

9. MW 15/P11/Q4/d : te]
(a) Knowledge [2 x 1] — identification of relevant problem {max 2]
Application [2 x 1] — award 1 mark for each relevant reference made to the business
Analysis [2 x 1] — award 1 mark for each relevant explanation
Relevant points might include:
e Lack of finance [K] to introduce new technology [app] because of less retained profits
[an]
» Lendersfinvestors unwilling to give money [K] as seen as higher risk fan]
o Workers insecure {k] which results in poor motivation [an] as they fear job losses as the
company try to cut costs [app]
* Damaged reputation [k] suppliers/customers might think the business is st
so look for alternative chocolate makers [app].
s Shareholders may sell shares [k] because the company can't pay divj
Accept points which refer to either gross profit or profit % ﬂ@@«

Application marks may be awarded for appropriate use of the foll@tig technology,
chocolate, cutting costs, increased competition.

Profit is not used to pay costs therefore do not accept argwé%huggest they can no

longer afford items.

Do not accept solutions e.g. Making workers redunda% [6]
10. M/J 13/P12/Q4/b,c b
(a) Application — Correct answer = 1.2:10r 1.2[2] & (@""
gs'1)or 60/50 [1] [2]

Method [1] — e.g. Current assets / current Iiab

(b) Knowledge/application [2 x 1] — award 1 mark fgf€ach relevant way identified
Analysis [2 x 1] — award 1 mark for each relevant explanation (i.e. show how it could help
improve profitability)

Points might include:
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= lower fixed/variable costs [k] could lead to ability to increase profit margin [an]

o close the least profitable shop [k] which will reduce rent and other fixed costs
associated with that shop [app]
buy in bulk to benefit from economies of scale [k]

* sell books online [k] so lower fixed costs

* higher price [k] [4]

11. M/J 13/P11/Q4/b
(a) Application [2] e.g. correct answer — 0.666 [2] Also accept 0.66, 0.67, 2:3 or 1:1.5 [2]
Correct method — Current assets / current fiabilities or 50/75 [1] [2]

12. O/N 12/P11/Q3/a,b,d,e
(a) Clear understanding [2] Some understanding [1]

Capital employed refers to the money invested in the business on a long term basis [2]. It

measures the value of the assets at the disposal of the management. [2] It is often measured

in terms of long term loans plus shareholders funds [2). Also accept for full marks a formulae

type answer suchas TA—~CLor FA+ CA-CL

Some understanding would be an answer that said it is the money [capital] used in the

business [1].

Application/analysis [2] [2]
(b) Correct answer [2] Method [1]

Current assets / current liabilities = 650/550 = 1.18 [2]

Accept answer 1.2 for full marks

A ratio answeri.e. 1.2:1 will alsc gain full marks

Knowledge [3 x 1] — identify what the accounts might show the stakeholder

Analysis [3 x 1] — showing why the information might be useful to the stakeholder (2]

(c) Creditors owed money so keen to see size of other debts of business and what security
exists — assess risk of default.
Employees might show them how profitable the business is and therefore how secure their
employment is/potential for higher wages in the future.
Shareholders would assess the profitability of the business and use it to assess the use of
their funds.
NB Other reasons for each stakeholder’s interest could be made which are also valid, Future
creditors also acceptable as an interpretation of the question i.e. looking ahead to assess

credit worthiness. [6]
Knowledge of performance measures [2] S é@
(d) Data interpretation could be descriptive or analytical, and so b!:' can be

demonstrated in different ways.

Knowledge could be shown by:

» identifying suitable ratios (2 marks max.) Analytical ratios tha
gearingliquidity [last two ratios not really performance ratic@
and/or

» by identifying changes in the data. The maximum
changes between the two years is 1 mark.

Applicationfanalysis of data [2] b
Ratio analysis shows , &
ROCE 2010 12.3% 2011 17.14

Current ratio 20101.33 2011 1.18 Mnal worsening
Gearing ratio  201053% 2011 50%  Improvement

\ Y
could &Z@ised are ROCE/

t *"’ be credited)
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Any manipulation of figures gains analysis marks e.g. calculation of ratios or calculation of %
rate of increase. Calculation of same ratio for one or both years gains 1 mark.

If an answer just looks at net profit and says $80m in 2010 and $120m in 2011 and/or fixed
assets have risen from $500m to $600m and net asseis have increased from $650m to
$700m so the performance is better because it is more profitable. This answer just looks at
the figures and draws simple conclusions. It will gain 2 marks [1 for K and 1 for Ev but NO
application/analysis mark]

Conclusions based on knowledge/analysis [2]

Evaluation is for forming a judgement on the analysis or perhaps from drawing on wider
context such as difficult to assess whether performance is really improved because no data
for previous years or other competitors’ results.

For full marks the conclusion has to refer to ROCE as this is the key performance ratio. E.g.
the performance of the business has improved because the ROCE has significantly
increased. The only minor worry is the deterioration in liquidity. [6]

13. M/J 12/P12/Q3/b,c
(a) Correct answer [2]: 15%.

Method only [1]: e.g. correct formula for ROCE = net profit/capital employed * 100 [1],

75/500 * 100 [1].

N.B. answer must include % sign to be awarded 2 marks. [2]

(b) Knowledge [2 x 1]: award 1 mark per relevant reason.

Application/analysis [2 x 1} award 1 mark per relevant explanation (i.e. explain why issue

for shareholders).

Reasons might include:

o will want to know how well the company has performed (e.g. are they making a profit) (k]
to know how much dividend they might receive [an)/whether it is worthwhile to CARRY
on investing in the company [an]

« potential investors will want to know if it is worth investing in company [an] as if returns
are poor they will look for alternative investments [an]

» is the company being run efficiently (e.g. liquidity, debt levels) [k]
e whether likely to see a rise in share price if business is successful [k]
e to compare with other businesses accounts [k] to decide which one to invest in [an]. [4]
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Unit 6: External Influences on Business Activity

6.1: Economic issues

1. O/N17/P11/Q4/b

(a) Identify two ways (other than legal controls) that a government might use to influence business
decisions.

-------------------------------------------------------------------------------------------------------------------------------------------

2. MIJ17IP12/Q3/a,c

Five years ago Manisha started making cakes for celebrations, such as weddings and birthdays,
from her home. Now she has a small shop and 3 employees. Product quality is important to her
business. Manisha said: ‘| have benefited from the economic boom but | did not expect demand to
increase by 500% each year. Somehow | have managed to cope with higher interest rates and all
the chailenges of being a sole trader. The business is profitable at last but | have to work every
day.’ A friend has offered to become Manisha’s business partner.

(a) What is meant by an ‘economic boom'?
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3. M/J 17/P11/Qé4ib,c
GKK makes plastic bottles for a range of products from food to chemicals. GKK buys its raw materials
from a low-cost country. GKK’s organisational structure is wide with a short chain of command
which allows for delegation. The Government plans to introduce new legal controls to protect the
environment. The Operations manager said: ‘The Govermment might achieve one of its objectives
but how does it affect GKK? This is a competitive market so prices are important.’ He wants to
improve efficiency and plans to use lean production.

(a) Identify two Government economic objectives.

OBJECHIVE 11 c.eereeerinicsisicsnirsstetiesins et sss s s rasae st smt st st s e b s b s b bR bbb n e snen s
ODJECHIVE 2: 1ucereeeerermresesissesseriimssninissssssisastesnesesssssssessssasnssssscss st sasst sssanssstsinsbesessinessssens
........................................................................................................................................... [2]
{(b) Identify and explain two benefits to GKK of increasing efficiency.
BENEMIL 12 oivvvecrssersssersesnnsrsrcersasersorsnsesasersassssnsssisensossstsosstoasasossarsssstsessisasssonssonssorns vosns soasessss
EXPIANAHON: .c.eoeeiiiiirisiirieniestis e ser e sesare e st s sb st st et sa bbb s e b e e R sn e e
BENEAL 2 ...eeeereereierieeressrrrsererasmtasereseresssssssssnrasssssnssesssastasastasessnenensusessresanassesrr s sent seasias
EXPIANALION: uvevtireererrrersaserssisemstessrsissassssssssernissssssssssssst st sinsss st sassesstsnsnssronsassestastsssensasese
........................................................................................................................................... [4]
4. O/N 16/P11/Q2/b
Dowson is a large business which owns a number of shops. It sells a range of electrical gpods such
as computers and televisions. The Finance Director has been looking at some recen jal data,
as shown in Table 1. He is pleased with Dowson's liquidity but knows he must igh level

of debt including an overdraft of $6m. He said: ‘The economy is in recession. Il retailers

have failed. Size is an advantage!’ NS
7,
Table 1: Extract of financial data for Do

@D &
y\

Revenue
Profit
Current ratio

Acid test ratio

Return on capital employed
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(a) What is meant by a ‘recession'?

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

5. O/N 15/P12/Q4/a,b,e , M/J 15/P11/Q2/b
Nellis is a public limited company. It specizlises in building large luxury houses. Over the past
3 years its profits have increased as the country is experiencing an economic boom. W's not ali
good news — the Government has announced plans to increase interest rates and introduce new
legal controls to protect the environment' said the Managing Director. He believes these new legal
controls to protect the environment will only make businesses (such as Nellis) less profitable.

(a) What is meant by an ‘economic boom'?

---------------------------------------------------------------------------------------------------------------------------------------------------
---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

............................................................................................................................................... [2]
(b) identify two stages (other than boomy) of the business cycle.

BIG8 1 sttt et e .

SHGR 2. ettt st et st e 2]

(¢} The Managing Director believes that the new legal controls to protect the environment will
only make businesses (such as Nellis) less profitable. Do you agree? Justify your answer,
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---------------------------------------------------------------------------------------------------------------------------------------------------

6. M/J 15/P12/Q2/e

Alkin is a multinational company. It manufactures breakfast food products including many leading
brands of cereal. Alkin plans to start selling in country Z, which is a fast-growing market. Alkin
plans to form a joint venture with a local business, based in country Z. ‘Effective communication
will be important to our success but | think there are many advantages in expanding this way’ said
Alkin’s Managing Director. The Government of country Z is worried about the effect of multinational
companies like Alkin on consumers.

(a) Do you think that the Government in country Z is right to be worried about the effect of

multinational companies such as Alkin on consumers? Justify your answer.

...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................

---------------------------------------------------------------------------------------------------------------------------------------------------

...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................

---------------------------------------------------------------------------------------------------------------------------------------------------

7. O/N 14/P11/Q2/e
Rakesh manages a car repair business in country Y. He buys cars th
missing. Rakesh adds value by repairing these cars until they lo
5 workers to do the repairs. The business holds a large stock of ar@@‘-d Rakesh always pays
cash for these. However Rakesh's sales are usually on credif; =@

Table 1: Some information for a typicé@radi .é!-,<‘ eek
<\

\ NS
@éé%ed or have parts
w

ke ones. He employs

Cars bought by Rakesh 6
Average cost of each car $2000
Average cost of parts used perga $500
Weekly wages per employee $1000
Weekly fixed costs $4000
Average price per car sold $5000

Number of cars sold 6
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(a) Country Y's economy is in a recession. Do you think that this will make Rakesh’s business
less successful? Justify your answer.

...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................

---------------------------------------------------------------------------------------------------------------------------------------------------

8. M/ 14/P12/Q4/b

The Government of country B plans to build a new airport. A Government spokesperson said:
‘There will be external costs, but | think there will be more benefits for the local community. We

profitable airlines. RU has announced plans on its website that it will operate flights to and from
country B in the future. RU is a public limited company,

(a) Identify two ways the Government might support RU Air and other private secfor business
activity (other than by building a new airport). 3

--------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------

9. MU 14/P11/Q4/a,b,c,e @ >
The economy of country U is in recession. The Govérn 2t t has cut interest rates to attract
businesses to set up in country U.JWR is a Iargeo idhal energy company. JWR may decide

to open a power station in country U. The Governrgent #firks that opening a new power station will

create many external benefits. Some pressure group$-do not want companies like JWR operating
in their country,
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(a) Identify two features of a recession.

(b)

(c)

(d)

Feature 1: ..ccvveremeeesunnsnassnnnens reereessrennnre ORI vesvnmanen creresnaners ereeasssaseserressssssassresasssassbsEssevasaase
Foature 2: ...cccvrrevssasmnisannasnes revereseranaes rersansessasenen eeereebeuseeesesbssssasereessissesssRERATISTaSsesassantaTanties
...... [2]

Effect 1; vecerrernnseerssenes rerrrrnarseeeeen SO ————— rereevarene e s e ot
Effect 2: ...coreeeeacanrs treueessesasereenssenasens R ———— SO tersrernseseses
rvereressennsane veverannt sesssneras rereereenns venesnsresnenteraases tiereeeseensesssnaensrasens verresasvsresssaserenne reeesressarassessasraress 2]

Identify and explain two actions that pressure groups could use to influence JWR's decision.

ACHON T2 crvereereriersesarresaerenarassansssssssssnsssssss eeesesevesteesasesstsesesasneesatesabtesabeaRRRa s nT s L sssRss s a s e s R s s e ra e
S —
I
e e ey

Do you think that the Government of country U should try to attract

Justify your answer.
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...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................
...................................................................................................................................................

---------------------------------------------------------------------------------------------------------------------------------------------------

10. O/N 13/P11/Q4/a,b,c
Table 2 gives data about the economy of country C.

Table 2
National income
Year per person ($) Inflation (%) Unemployment (%)
2010 650 5 10
2011 640 3 12
2012 600 1.5 18

The economy of country C is in recession. The Government wants to create more jobs by
encouraging more businesses to start up. However some pressure groups are against this
because they think that more businesses will cause more external (social) costs.

(a) What is meant by ‘recession’?

------------------------------------------------------------------------------------------------------------------------------------------
------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

(b) identify two possible reasons why nationat income per person has fallen between 2010
and 2012,

Reason 1:

-------------------------------------------------------------------------------------------------------

--------------------------------------------------------------------------------------

--------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------
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------------------------------------------------------------------------------------------------------------------------------------------

11. MJ 13/P12/Q1fa

Brakker is a public limited company which specialises in building large boats. Each boat
costs $4m to build and the company adds 30% to the total cost to calculate the selling price,
‘Last year profits fell - but this happens in a recession’ said the Finance Director. ‘Yes, | am
worried. If we cannot get more orders we will have to make some of our skilled workers
redundant.’ All Brakker workers are members of a trade union.

(a) What is meant by a ‘recession’?

------------------------------------------------------------------------------------------------------------------------------------------
------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

12. M/ 13/P12/Q2/c

B&G manufactures a popular hair shampoo called Slick. The Managing Director thinks that
Slick is near the end of its product life cycle. He believes it would be better to use extension
strategies rather than develop a new product. The Operations Director thinks quality control
can help the business comply with new consumer protection laws.

(a) Identify and explain two ways in which consumer protection laws could benefit B&G's
customers.

--------------------------------------------------------------------------------------------------------------------

--------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------

-------------------------------------------------------------------
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M/J 13/P12/Q5/b

ANZ is a large multinational company which manufactures aeroplanes. Growth is an
important objective for the company. ANZ wants to start producing in country P for the first
time. The new factory will operate for 24 hours a day. A pressure group in country P believes
that all business activity is bad for the environment. It wants the Government to do more to
control business activity.

(a) Identify two measures a Government could use to control business activity.

MBESUIE 11 ..ottt e ees s bt eeeese e sssssses s e et ses s

M/J 13/P11/Qd/c

Luxury Destinations owns three hotels in country X. The business spends a lot of money
on staff training. The Finance Director is pleased with the financial position of the business.
‘However, the appreciation of our country’s currency and the Government's plan to increase
taxes might cause problems to our business in the future’ he said.

Table 1: Luxury Destinations financial information ($000s)

2011 2012
Gross profit 195 220
Net profit 30 60
Fixed assets 300 350
Current assets 60 50
Current liabilities 60 75
(a) Identify and explain two problems that an increase in taxes could cause for Luxury
Destinations,
PROBIBIM 12 oottt escssnnass s esessssossosnseeesesesss s s sl oo
EXPIANGAHON: ...covreirnrereeeecersisieeeenesessessenessenssesssmsesssseseeeeee e ses s o

---------------------------------------------------------------------------------

---------------------------------------------------------------------------
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15. O/N 12/P12/Q5/a,b
Country W has a mixed economy. Herio is a Government economist, He said: ‘Business
activity in the private sector can lead to external costs, such as poliution. It can also
create external benefiis. | believe that businesses that create external benefits should be
encouraged and those that create external costs should be closed down.’ Country W has low
economic growth and rising inflation.

(a) What is meant by ‘the private sector'?

------------------------------------------------------------------------------------------------------------------------------------------
------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------
------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

16. O/N 12/P11/Q5/d
Greenfield manufactures furniture. The company imports wood and other raw materials
from several countries. Marcos is the Managing Director of Greenfield. Marcos said that his
company was affected by import quotas and changes in exchange rates. He said: ‘Greenfield
has to buy its raw materials from other countries as there are no timber (wood) resources in
our own country.

(a) The Government in Greenfield's country is introducing consumer protection laws.
Identify and explain three ways in which Greenfield's business could be affected by
these new laws.

----------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------
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------------------------------------------------------------------------------------------------------------------------------
------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------

17. MM 12/P11/Q3/b

The Government of country H is concerned about the effect of business activity on the
environment. It wants to encourage sustainable development. To do this, it is planning to

introduce laws to encourage environmentaily-friendly production methods. A number of
businesses will be affected by these new laws.

The Government of country H has coliected the data shown in Table 1. Gross Domestic
roduct (GDP) measures the value of the total output produced in a country in one year. The
GDP of country H has risen from $625m in 2000 to $825min 2011, «

Table 1: Percentage of GDP by different sectors

% of GDP
2000 2011
Primary sector 35 15
Secondary sector 40 25
Tertiary sector 25 60

(a) What is meant by ‘sustainable development'?
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6. MM 15/P12/Q2/e

(a) Knowledge [1] award 1 mark for identification of relevant issue(s) [6]
Must relate to consumers
Application [1] — award 1 mark if relevant reference made to this business
Analysis [2] — award up to 2 marks for relevant development of point(s)
Evaluation [2] — justified decision made as to whether the Government in country Z is right to
be concerned about the effect of multinational companies such as Alkin on consumers
Candidate's final decision can be either for or against the statement
Relevant points might include:

e Access to international brands [k] so more consumer choice [an] so better able to find
cereal that suits their individual needs [app]
Increased competition [k] as local businesses have to respond [an] so iower prices [an])
Fewer choices [k] so smaller producers forced out of business [an] so prices may
increase [an]
Minimum standard [k] as goods same all over the world [an]

e help meet customers demand [k] in fast growing market [app] as able to supply more
[an]

Application marks may be awarded for appropriate use of the following: food, cereals,
brands, fast growing market

7. OIN14/P11/Q2/e

(a) Knowledge [2 x 1] award 1 mark for each relevant issue identified. [6]
Application [1] — award 1 mark if relevant reference made to this type of business.
Analysis [1] - award 1 mark for relevant development of point(s).
Evaluation [2] — justified decision made as to whether Rakesh's business is likely to be less
successful.

Points might include:

¢ Recession could mean a fall in disposable income [K]

o Higher unemployment [k] so fall in people’s living standards [an] so might not be able to
buy a new car [app]

s Depends on what is meant by successful [k]

Developed answer:
Recessions usually mean a fall in disposable income [k] and an increase in

unemployment [K]. Both of these usually mean a fall in consumer demand [an] gially for
non-gssential products such as cars [app]. This is not good news for Rakesgh; BSS
[eval]. However, it is possible that there will be a switch in demand toward cars [an]
and this might help his sales so he could still be successful [eval). o
8. M/J 14/P12/Q4/b ﬁéﬁy
(a) Application [2 x 1] — award 1 mark per reason. @ © [2]

Ways could include: financial help such as grants OR sulﬁ;@és tax rates, cheap rent
areas, low interest rates, provide training, offer adw@;@\rg Hee busmess fairs, improve
infrastructure, reduce regulations, tariffs on imports.

9. M/J 14/P11/Qd/a,b,c,e b
(a) Knowledge [2 x 1] one mark per feature (0
Features could include: falling demand,
business losses or lower profit or closure, le .;’

(b) Appiication [2 x 1] - award 1 mark per effect [2]
Points could include: Lower cost of borrowing money, existing loans could become cheaper,
encourage businesses to expand, increased demand.

[2]

y circulating, less growth
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Knowledge [2 x 1] — award 1 mark for each relevant action [4]
Application [2 x 1] — award 1 mark for each relevant explanation of how it would affect the
decision to set up a new power station

Actions include:

» Lobbying government [k] to try to stop JWR from locating the power station in certain
locations [app]

Organise a boycott [K] so customers do not buy electricity from JWR [app]

Write letters to newspapers [k]

Hold public meetings [k]

Arrange a meeting with JWR [K]

Protest / demonstration [K]

Petitions [k]

Direct action [k].

Knowiedge [2] — award up to 2 marks for identification of relevant issue(s). [6]
Analysis [2] — award 1 mark for relevant development of point(s)

Evaluation [2] - justified decision made as tc whether the government of country U should try
to attract businesses like JWR. Either viewpoint is acceptable.

Relevant points might include:
¢ Increased employment [k] which can help improve living standards [an]

* Improved international reputation[k] could encourage other businesses to set up in
country [an] helping economic growth [an]

¢ Depletion of local resources or damage environment [k] could increase pollution levels
[an]

e Can switch profits between countries to avoid taxes [k] so country might not receive
much additional tax revenue [an]

» MNCs are given incentives [k] money which could have been spent supporting local
business [an]

» Can force local businesses to close [k] as they cannot compete with such large and
powerful businesses [an].

10. OIN 13/P11/Qd/a,b,c

(a)

(b)

Clear understanding [2] - a sustained (over a period of time) reduction in national income/
output.

Some understanding [1] - ‘fall in output' or 'fall In national income' or identify' effects
X,
S

of recession alone e.g. high unemployment. &

Note: without some reference to ‘sustained’ or ‘over time', reduction in na .n%ﬁ%me as the

answer would only gain 1 mark. An answer which identifies only thegé! f a recession

even with a sustained time period gains only 1 mark. N, Aﬁ [2]
& ©

Application [2 x 1] one mark per reason Q

Points might include: @&@ [2]
Nz,

GDP fell

* Population rose

* GDP rose by less than population growth

* Unemployment rose ()
» Government wage restraints @

Note: Do not accept wages by individual busis
income.

@sses as the question relates to national
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(¢} Knowledge [2 x 1] — award 1 mark per way [max 2] [4]

Analysis [2 x 1] — award 1 mark for each relevant explanation (i.e. show how the methods
would help encourage a start-up).

Points might include:

Financial assistance in form of low interest loans/subsidy [k] so provide them with capital
that they need [an]

Tax incentives [k] therefore potentially improved profitability/lower costs [an]

Offer free advice and assistance [k] to improve chances of survival [an]

Relaxed regulations [k] makes it simpler to set up [an]

Training courses [K] providing the expertise to start up a business [an]

Low rent from government [K]

11. MJ 13/P12/Q1/a
{(a) Good knowledge [2] — Period in the economic/trade cycle when GDP falls [2] OR a general
slowdown in economic activity {2]
Some knowledge [1] — e.g. fall in output [1] or identifies one or more characteristics such as

rising unemployment [2]
12. MJ 13/P12iQ2/c
(a) Knowledge/application [2 x 1] — identification of way [4]

Analysis [2 x 1] — award 1 mark for each relevant explanation (i.e. show how or why it is a
benefit for B&G’s customers)

Points might include:

legal protection [k] so can take them to court if cannot resolve issue with business [an]
rights to refunds if product is faulty [k] so they can get their money back if problem
[an]

no misleading advertising [k] so customers know the shampoo advertised is the same
as what they are buying [an]

products are fit for purpose/safe to use [k] so products will actually clean their hair
OR doesn't harm people's hair when used [an]

right weight [k]

Note: do not accept answers that could not be related to this type of business, e.g. price
controls

13. M/J 13/P12/Q5/b

(a) Application [2] — 1 mark per method > © 2]
Methods include: emailfletter/telephone/meeting/video conference __
Accept any reasonable answer. 52 4§
Do not accept ‘verbal or written’ as these are categories rather thag spe 4iﬁ'nethods.

14. MIJ 13/P11/Q4/c 2 ®©

(a) Knowledge [2 x 1] — identification of problem [1 mark per m}& [4]
Application/analysis {2 x 1] — explanation to show how, pnight affect LD
Points might include: S

demand/sales may fall [k] b(‘
suppliers may increase their prices [k] =u‘u re costs for the company could rise
&

[an]

company may have to pay more tax@i apii-therefore may decide to put their prices
up [an]
consumers have less money to spend [K] therefore demand for holidays fall [an]
lower profits [k] meaning lower returns for owners/less money to invest [an]
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15. O/N 12/P12/Q5/a,b
(@) Clear understanding [2] e.g. when business activities are owned by individuals, 2]
Some understanding [1] e.g. run by individuals OR not controlled directly by government or
profit orientated OR has shareholders OR controlled by person/group of people.
(b) Clear understanding [2] Inflation refers to the upward movement in general prices over a
period of time. Rising inflation implies that this is an increasing rate/rapidly. [2]
Some understanding [1] e.g. prices keep going up.
For both marks must show some understanding of inflation and that it is increasing.
16. O/N 12/P11/Q5/d
{a) Knowledge [3 x 1] [6]
Applicationfanalysis [3 x 1]
Points could include:
* Minimum safety standards have to be met
Advertising claims might have to be altered
Minimum quality standards required
Labelling of products might need adjustments
Consumer rights if unhappy with products need to be considered
¢ Price controls
Candidates should explain these points to show how business might be afiected. So if the
candidate said that certain standards would have to be met then this will mean that
Greenfields might have to alter their specifications to meet these new requirements,

17. M/J 12/P11/Q3/b
(a) Clear understanding [2] e.g. being able to maintain levels of production for a good or service
over a long period of time OR ability to meet needs of present population without
compromising ability of future generations to meet their own needs.
Some understanding [1] e.g. able to maintain output for ages/no impact on surroundings/
production which does not damage (or pollute) the environment. [2]
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6.2 Environmental and ethical issues

1. OIN 17/P12/Q2lc
CGM makes high quality shoes using job production. The production method makes use of

specialisation. CGM operates in a niche market. CGM managers know that all business activity
creates external costs, so they always try to act in ways that protect the environment. The Operations
Director wants to increase profit. CGM could either buy cheaper raw materials or introduce new
technology into the production process. The new technology wouid cost $30 000 and could reduce
the number of employees from 30 to 26.

(a) Identify and explain two ways in which CGM could try to protect the environment.

-------------------------------------------------------------------------------------------------------------------------------------------
-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

2. O/N 17/P11/Q3/d
GDC is a transport delivery business in country Z. It operates in a competitive market. GDC has
5000 employees and 1000 delivery vehicles. GDC's organisational structure has many levels of
hierarchy with a long chain of command. The managers use an autocratic leadership style. Last
year GDC delivered 2 billion parcels for businesses. The Managing Director said: ‘Having a good
reputation is important. We have also benefited from economies of scale’. GDC wantg:jo expand
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...........................................................................................................................
...........................................................................................................................................
........................................................................................................................
...........................................................................................................................................

-------------------------------------------------------------------------------------------------------------------------------------------

3. O/N17/P11/Qd/d,e

CHONS is a public limited company. The directors want to open a new coal mine. All the coal will
be exported. The Managing Director is hopefu! that the Government will allow the coal mine to be
opened. She said: ‘CHONS always meets legal controls. In an area of high unemployment surely
creating jobs is more important than protecting the environment. Most stakeholder groups including
shareholders and suppliers are happy. CHONS will not be asking for any Government support.’

Table 3: Information about the proposed coal mine

Ptanned output 50m tonnes per year
Number of years coal mine will operate 60 years
Jobs created 10000
Level of waste products causing poilution High
Risk of traffic problems High

(a) Identify and explain two ways in which legal controls might affect coal mine business.
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(b) Do you think the Government should allow coal mine business to open the coal mine? Justify
your answer using the information in Table 3.

...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................

-------------------------------------------------------------------------------------------------------------------------------------------

4. MU 17/P11/Q3/a,b,c

Wilde Soup Stop (WSS) makes a range of soups and hot drinks. It owns 30 shops and has sold
its franchise to 10 other shops in country Z. The Marketing Director said: ‘Results from our focus
group show that being an ethical business is important’. WSS plans to extend its product range to
include curries and cakes. WSS will need to change its brand image. The Marketing Director cannot
decide whether to use sponsorship or newspaper advertising as the main method of promotion.

Fig.1: Existing logo for WSS

(a) Identify two ethical issues for a business.

7

--------------------------------------------------------------

............................................................................................................................... [2]
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(b) What is meant by a ‘focus group'?
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-------------------------------------------------------------------------------------------------------------------------------------------

6. MIJ 16/P12/Qd/d.e

KLG is based in country X. It specialises in making electrical parts which it sells to washing machine
manufacturers in country X. The Managing Director is planning to relocate to country Y, which is
a low-cost country. She said: ‘This will allow us to pay employees low wages for working long hours
as there are few legal controls on employment and health and safety. KLG cannot be both ethical
and profitable. Changes in exchange rates and import tariffs might cause us problems when we
start exporting.’

{a) \dentify and explain two factors {other than exchange rates and import tariffs) that KLG should
consider when deciding where to relocate.

(b) The Managing Director believes that 'KLG cannotbe both ethical an
Justify your answer.

d -; ‘ %@? Do you agree?

----------------------------------------------------------------------------------------------
-----------------------------------------------------------------------------------

--------------------------------------------------------------------------

---------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------
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7. OIN 14/P12i/Q5/e

Ali has just been appointed as Managing Director of Anypart, a large manufacturing business.
He told Anypart's Board of Directors: ‘Behaving ethically will always lead to lower profits. | want
our employees to work longer hours, have fewer holidays and become more productive. This will

reduce costs of each unit of output and will benefit all our stakeholders’. Not all of the directors
agreed with him.

(@) Do you think that ‘behaving ethically will always lead to lower profits'? Justify your answer.




Business Studies O-Level P-1 Workbook 404 6.2; Environmental and ethical issues
Read & Wrile Publications

8. O/N 14/P11/Q3/c
Natural Care is a company that makes soap. The business always acts in an ethical way. it follows
fair trade principles by paying fair prices to its suppliers. It uses a cost plus pricing method when
selling its products. Table 2 gives data about the company’s sales of soap and its share of the
national market for soap.

Table 2
Natural Care Market share of
Year sales ($m) Natural Care (%)
2012 40 10
2014 44 7

The Marketing Director of Natural Care wants to introduce a new competitive pricing strategy to
help regain market share, She also wants the Board of Directors to think about changing its ethical
policy.

(a) Identify and explain two advantages to business of acting in an ethical way by paying fair
prices to its suppliers.

AGVANTEGE 17 oecceeeerrreerercrissntcrtisessstrsiiee st e s s et ssas s e sras s reres e st s st sb s sa st e oA e s s sh S as SRS o kSRR e e s e s a T ee
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---------------------------------------------------------------------------------------------------------------------------------------------------
---------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

10. M/J 14/P11/Q3/e
HPT makes frozen food products. The Finance Director wants to improve HPT's cash flow position.
Table 1 is an incomplete cash flow forecast for the next 3 months. The Finance Director thinks HPT
should not use expensive packaging. He is also worried that new Government health & safety laws
will not benefit the company and will only add to its costs,

Table 1: Cash flow forecast ($000's)

Month 1 Month 2 Month 3
Opening balance (50000} (30000) {40000)
Cash inflows 200000 180000 200000
Cash outflows:
Wages 60000 60000 60000
Packaging 20000 20000 20000
Raw materials 45000 55000 45000
Fixed costs 55000 55000 55000
Total cash X 180000 180000
outflows
Net cash flow 20000 Y 20000
Closing balance (30000) (40000} (20000)

Note: numbers in brackets are negative.

(@) The Finance Director is worried that new Government health & safety laws will not benefit the
company and will only add to its costs. Do you agree? Justify your answer.
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11. OIN 13/P11/Q4/d
Table 2 gives data about the economy of country C.

Table 2
National income
Year per person (§) inflation (%) Unemployment (%)
2010 650 5 10
2011 640 3 12
2012 600 1.5 18

The economy of country C is in recession. The Government wants to create more jobs by

encouraging more businesses to start up. However some pressure groups are against this

because they think that more businesses will cause more external (social) costs.

(a) identify and explain three external (social) costs that might be caused by an increase in
the number of businesses in country C.

o L Tvsonsme R R EU SRR S Sl

..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................

------------------------------------------------------------------------------------------------------------------------------------------

12. M/J 13/P12iQ5/ae
ANZ is a large multinational company which manufactures aeropl

important objective for the company. ANZ wants to start producing
time. The new factory will operate for 24 hours a day. A pressure
that all business activity is bad for the environment. It wants
control business activity.
(a) What is meant by ‘pressure group’? @@

P for the first

intountry P believes
)

ment to do more to

----------------------------------------------------

--------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------
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(b) Do you think that all business activity is bad for the environment? Justify your answer,

..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................

------------------------------------------------------------------------------------------------------------------------------------------

13. O/N 12/P12/Q5/d,e
Country W has a mixed economy. Herio is a Government economist. He said: ‘Business
activity in the private sector can lead to external costs, such as pollution. It can also
create external benefits. | believe that businesses that create external benefits should be
encouraged and those that create external costs should be closed down. Country W has low
economic growth and rising inflation.

(a) Identify three external benefits and explain how business activity can create each
benefit.

BENBIIL T2 1roreriiiiiiciiiee et cressre s e ee s e e e snae s ees s e st e s m et e et en .

Explanation of how benefit is created:

----------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------
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BONETL B: vvicrreesreeresseessaracsnnesorarentmsossassssssssssnssnssrssssssessasssssssssssarsssssasssssessossiossnessarnsssosasss
Explanation of how benefit is created: ...

-----------------------------------------------------------------------------------------------------------------------------------------

(b) Herio believes businesses that create external costs should be closed down. Do you
agree with him? Justify your answer.

..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................

------------------------------------------------------------------------------------------------------------------------------------------

...................................................................................................................................... [6]

14. O/N 12/P14/QS/b A0
Greenfield manufactures furniture. The company imports wood and other ferials
that his

company was affected by import quotas and changes in exchange rate
has to buy its raw materials from other countries as there are no ti
our own country.

from several countries. Marcos is the Managing Director of Greenfleldz.;é

(a) Identify two ways that furnitures business might harm rQ ‘

N A

---------------------------------------------------

-----------------------------------------------------------
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15. MM 12/P11/Q2/d
Sunil is a sole trader. He likes owning a small business. His shop sells low price raincoats.
Sales vary throughout the year. The market for raincoats is competitive, but as Sunil makes
a profit he doesn't think competition is a problem for his business. In order to protect

consumers, the Government of Sunil's country has recently introduced new laws 1o protect
consumers.

(a) ldentify and explain one way in which consumer protection laws might affect Sunil’'s
business and one way consumer protection laws might affect his customers.

Way consumer laws affect Sunil's business:

....................................................................
..........................................................................................................................................
.......................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
.................................................................
..........................................................................................................................................
.......................................................................................................................

..........................................................................................................................................

------------------------------------------------------------------------------------------------------------------------------------------

16. M/J 12/P11/Q3/e
The Government of country H is concerned about the effect of business activib
- environment. It wants to encourage sustainable development. To do this, it i D nni@

] to
introduce laws to encourage environmentally-friendly production methods. S er of
businesses will be affected by these new laws. &)

; A
The Government of country H has collected the data shown in Tabl Domestic

Product (GDP) measures the value of the total output produced in one year. The
GDP of country H has risen from $625m in 2000 to $825m in 2011

Table 1: Percentage of GDP by differeniv\ s@s "@

% oi P
2000 @ & 2011
Primary sector 3B & @ Qﬁﬁ 15
Secondary sector 40 @?] 25
Tertiary sector 25 60
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(a) Do you think that all businesses will be affected by the introduction of the new laws to
encourage environmentally-friendly production methods? Justify your answer.
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1. O/N 17/P12/Q2/c

(a) Knowledge [2 x 1] - award 1 mark for each relevant way 4
Application [2 x 1] -~ award 1 mark for each explanation in context
Possible points might include:
* Create less waste [K] by changing way make shoes [app]
*  Change materials used OR use sustainable resources [k] so
reduce external costs [app]
* Use less materials OR less packaging [k]
* Use less energy OR renewable energy [k] by buying new
technology [app]
* Buy local [k] reducing distance travelled for raw materials [app]
* Dispose of waste responsibly [k]
* Recycle [k] any ieftover leather [app]
* Raise awareness of environmental issues Ik]
* Develop environmentally friendly products [k]
*  Use environmentaliy friendly machinery OR production
methods OR examples e.q. it filters or create less smoke or
create less noise [K]
* Reuse [k]
2. O/N 17/P11/Q3/d
(a) Knowledge [2 x 1] award one mark for each reason 6
Application [2 x 1] award one mark for each relevant reference to this business
Analysis [2 x 1) award one mark for each relevant explanation
Paints might include:
*  Build trust OR loyalty [K] so customers want to use their delivery services [app] and
keep purchasing from them [an]
*  Attract new customers [k] and therefore sales will increase [an]
* Easier to raise finance [k] which could help growth plans [app]
*  Way to attract OR retain employees [k] so able to offer a good service [an)
*  Can charge higher prices [k] for each defivery [app] helping it increase revenue per
unit [an] 0,
*  Create brand awareness [k] so customers do not buy from competitors [anj$n"
competitive market [app] ) $?
*  Word of mouth promotion [K] &) <
N\
3. OIN17/P11/Q4/d,e \9\ (;zgc}x
{(a} Knowledge [2 x 1] award one mark for each way identified ) 6

i
Analysis [2 x 1] award one mark for each relevant explanati &2

Points might include;

*  Need to provide safety equipment [kl such as hel {s fo
costs [an]

*  Limit working hours [k} so cannot obtain 50 ohnaElapp]

*  Minimum wages [k] so cannot afford to %& 1@%00 jobs [app)

*  Pollution restrictions/permits fk] as coal Bdrniggycould damage environment [app] so
stakeholders become unhappy [an] o2

*  Where business is located [K] as need Government to allow mineto be built [app]
without it they cannot start operations [an)

% S
Application [2 x 1] award one mark for each relevant reference(;éo h @siness
=@

=
shiners [app] increasing
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7. O/N 14/P12/Q5/e
(a) Knowledge [2 x 1] award 1 mark for each issue identified [6]
Analysis [2] — award up to 2 marks for relevant development of point(s}
Evaluation {2] — justified decision made as to whether behaving ethically will always lead to
lower profits

Points might include:

+ Ethical could increase costs [k] leading to higher prices [an]

« Some customers want ethical goods [k] so might be willing to pay more [an]

» Enhance reputation [k] could help them attract potential customers [an]

»  Some workers and investors might only want to work with / for an ethical business [k] so

easier o attract / retain workers or raise capital [an]

Shareholders want higher profits [k] so they get a better return on their investment [an]

« Unethical treatment of workers could lead to higher labour turnover [K] could increase
costs [an] such as recruitment leading to lower profits [an].

Do not accept answers such as motivation on its own, unless clearly linked to idea of ethical
behaviour,

Developed answer:

Being ethical incurs costs [k] paying a fair price to suppliers will increase variable costs [an}
so profit could fall in short term [eval]. However customers might be prepared to pay more for
ethical products, which could lead to higher revenue [an] which will more than make up for
the additional costs involved [eval).

8. O/N 14/P11/Q3/c
(a) Knowledge [2 x 1] — award 1 mark for each relevant advantage. [4]
Analysis [2 x 1] — award 1 mark for each relevant explanation showing how the factor creates
an advantage. '
Points might include:
s Good public image / reputation [k] so customers are more willing to pay higher prices
[an]
e« Management and owners feel ‘happy’ with the way the business operates [k]
e Business more attractive to potential employees [k] as they will want to be associated
with an ethical company [an]
e Keeps suppliers happy / trusted [K] therefore less likely to lose their suppliers [an].
Note — do not reward discounts as the question is asking about fair pricing
9. M/J 14/P12/Q4le
{a) Knowledge [2] — award up to 2 marks for identification of relevant issue(s), _ %
Application [1] — award 1 mark if relevant reference made to effect/impact ofgip QD
Analysis [1] - award 1 mark for relevant development of point(s). . A
Evaluation [2] —~ justified decision made as to whether there areN\ynorg@atvantages or
disadvantages for the local community. O ﬁ

+ Improved infrastructure [k] so able to travel around the area@;re @%Iy or overseas [an]
as people have access to air travel [app] @
&

« Economic growth of region as likely to lead to m@ .
higher profile for the area 5

+ Job opportunities [k] as will need employees tg @k akeheck in/baggage [app] so can

£8.9. taxis/hotels/tourism)/

earn an income [an]

e Pollution e.g. air [k] as frequent flights % {
damage the environment/noise pollutiorigs™plages will be taking off at alt times of day
and night so people cannot sleep
Loss of space/natural resources [k] as airport will take up a lot of land [app]

« Reduction in house prices [k] as they become less attractive [an] due to increased noise,
traffic [app] OR prices might rise [k] making it difficult for locals to buy first property [app]
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10. M/J 14/P11/Q3/e
(@) Knowiedge [2) - award up to 2 marks for identification of relevant issue(s) (6]
Application [1] - award 1 mark if relevant reference made to aspects of HPT's business
Analysis [1] — award 1 mark for relevant development of point(s)
Evaluation [2] - justified decision made as to whether the costs of meeting the H&S laws will
be greater than the benefits for HPT. Either viewpoint is acceptable.

Points / additional costs could include:

* Cost of training, new equipment, wastage of food [Kk]

* Costs increase expenditure{an] and add to the cash flow problems of HPT [app] / or
costs negatively affect the profitability [an]

*  Worker motivation might increase [k] if workers feel safe fan] they may work harder and
output / quality might improve [app].

* Al businesses will be affected by the new laws [k] so even if costs rise, they can still
remain competitive [an]

» Following health and safety laws will mean people will have trust in the food [k] because
the food will be hygienic [app] this will lead to an increase in sales [an].

11. OIN 13/P11/Q4/d
(a) Knowledge [3 x 1] — award 1 mark for each cost identified [6]
Application/analysis [3 x 1] — award 1 mark for each relevant explanation (i.e. show how
the cost is created by an increase in the number of businesses

Points might include:

Pollution [k] may lead to a destruction of wildlife [an]

Health issues [k] because of pollution [an]

Congestion issues [k] caused by an increase in traffic [an]

Resource depletion (k] because more raw materials are used [an)

Loss of farm land/green areas [k] thus reducing the visual beauty of an area [an]
Strain on existing infrastructure [k] communities get less power fan]

Note — Different types of pollution can only be awarded only once. [k]

12, M/J 13/P12/Q5/a,e

(a) Good knowledge 2] ~ group formed by people with a common interest [1] who will take
action to achieve the changes they are seeking [1) [2]
Some knowledge [1] - e.g. group formed by people with a common interest [1]

(b) Knowledge [2 x 1] - award 1 mark for identification of issues

Analysis [2] - 1 mark for each relevant explanation {i.e. show why it is an
Evaluation [2) - justified decision as to whether all business acti

environment é‘ﬁ

Points might include: < ©

* Use up scarce resources [k] Q

*  social costs such as pollution [K] or destruction of naturﬁ@vi ment [k)

* need some activity to produce goods to meet custo W ani°Tk]

* some businesses do try to be environmentally fr% /e o;-,'.'
a

their waste before releasing it into the environme 343
Developed example: (&
B30 D 3‘

Business activity can create air pollution [ 84 uce dangerous industrial waste [k].
However some businesses may take ethicah\deci 34971s to reduce pollution [k] and protect the
environment even though this may increase its$bsts [an). Therefore, although all business
activity affects the environment, it does not all damage it to the same extent [eval]. Even
those that are bad are being tumed clean by Governments implementing environmentally
friendly policies to limit the harmful effects [eval].
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13. OIN 12/P12/Q5/d,e

(a)

(b)

Knowledge [3%1] — award 1 mark per external benefit identified. [6]
Analysis [3x1] — award 1 mark for each relevant explanation {i.e. show how the benefit is
created).

External benefits (positive externalities) include:

« creation of jobs in associated activities {k] and this will help reduce unemployment in the
country [an}/improve standard of living [an]

environmental benefits [k] — only allow one example

locatl infrastructure improvements [k}

build new roadway [k] and this may encourage other firms to set up in the area [an]

assist economic growth [K]

taxes paid to government [k] which can be spent on community based projects [an]

training [k] so workforce is more highly skilled [an]

improved trade balance/decreased imports/more self-reliance for the country [k]

exchange rate improves [K].

Knowledge [2] — Identification of issues. [6]
Analysis [2] — develops the point to explain how or why issue needs to be considered.
Evaluation [2] — reasoned judgement made as fo whether these businesses that create
external costs should be closed down.

Points might include:

« external costs reflect the negative aspects of business activity (k]

« usually projects are only given approval when social benefits > social costs [K] so as long
as the benefits are more no reason fo stop all activity [eval] as people might lose out more
if these businesses are closed down {an]

« still raise taxes for government which can be spent on public [K]

« almost all business activity creates some social costs [k]. Therefore the idea that ali these
pbusinesses should be closed down is unsustainable [evall.

Note: A one sided answer can gain 6 marks but must address the external cost aspect.

14. O/N 12/P11/Q5/b

(a)

Application [2 x 1] 2]
Their resources are mainly wood which is imported and therefore carbon footprint/pollution is
high. The business may encourage the depletion of forests by increasing the demand for
wood. The business also adds to pollution in terms of global warming and destruction of
natural habitats. 1 mark per way. Answer must be in context. @S

15. MIJ 12/P11/Q2/d @ @
(a) Knowledge [2 x 1]: award 1 mark per relevant way. [6]
Analysis [2 x 1]: award 1 mark for each relevant explanation. '\0 %
Application [2 x 1}: award 1 mark for explaining why '@'} ipwortant to Sunil's
business/customers’ ©

Vg increase Sunil's costs

Ways Laws affect Sunil: @
o suppliers will have to spend more to meet new laws ﬁiﬁ
ncédleading to lower demand for

« prices might rise to meet additional costs of
Sunil's coats % @9

 stricter laws might force closure of supplier ghich Hould lead to Sunil unable to meet
orders &

« could force Sunil to look for cheaper supﬁl?ers rseas.
Ways Laws affect Consumers: y

o protect consumers against faulty goods

« ensure quality products e.g. coat is waterproof

« forced to pay higher prices as businesses have to spend more fo meet new faws.
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16. M/J 12/P11/Q3/e
(a) Knowiedge [2 x 1]: identification of relevant issues. 6]

Analysis [2}: explain how or why issue is important or not.

Evaluation [2]: reasoned judgement made as to effect of new environmental laws on ALL
businesses.
To gain 6 marks, reference must be made to all businesses

Disadvantages include:

techniques/products might be banned so unable to make or sell products

changes might lead to increased costs for business e.g. new machinery leads to
increased costs

could place business at competitive disadvantage if laws do not apply to competitors from
other countries.

Advantages include:

could improve image of business if seen as environmentally friendly leading to increased
reputation and sales

new business opportunities as customers want 'green’ products

new techniques could help reduce waste or increase efficiency so lower costs in long run
might already adopt environmentally friendly practices so no impact

laws might help ensure that resources are better used so could continue to operate for
longer time,
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6.3: Business and the international economy

1. OIN 16/P12/Q2/e
$LAND sells a wide range of products from food to toys. It has 400 shops in country B. $LAND's
marketing strategy is based on penetration pricing. $LAND does no advertising and buys all its
products directty from manufacturers. Revenue and profit have increased despite the country being
in recession. The Marketing Director wants to expand the business by opening shops in other
countries. He believes $LAND will be successful in other countries.
{a) Do you think that SLAND will be successful in other countries? Justify your answer.

...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................
...........................................................................................................................................

...........................................................................................................................................

-------------------------------------------------------------------------------------------------------------------------------------------

2. O/N 16/P11/Q1/a,b
C&C has a good reputation for making high quality, hand-made shoes. it has 12 éi&?skﬂled
employees. C&C needs to recruit another 20 production employees to meet i SE emand.
The Managing Director said: ‘I don't know why people worry about giobaligra&'/ 2&@0 years ago
we did not export, now exports are 10% of our output and increasing.” C&C-R rs for 100000
pairs of shoes in 2017. The Managing Director cannot decide whether lodDirc new technology
into the production process. % ©

(a) Whatis meant by ‘globalisation’?

------------------------------------------------------------------------------------

---------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------
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(b) Identify two possible threats to hand made shoe manufacturer from globalisation,

-------------------------------------------------------------------------------------------------------------------------------------------

3. M/J 16/P12/Q4/a,c
KLG is based in country X, It specialises in making electrical parts which it sells to washing machine
manufacturers in country X. The Managing Director is planning to relocate to country Y, which is
a low-cost country. She said: ‘This will allow us to pay employees low wages for working long hours
as there are few legal controls on employment and health and safety. KLG cannot be both ethical
and profitable. Changes in exchange rates and import tariffs might cause us problems when we
start exporting.’

(a) What is meant by ‘import tariff'?
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4. O/N 14/P12/Q4/d

Grenada makes meat products such as pies, burgers and ready-made meals, It employs 10000
workers. It operates in many countries, each with different laws and traditions. lts organisation
structure is tall and hierarchical. Spans of control are narrow and there is little delegation. Some
middle managers complain that they are not allowed to make important decisions. The directors
want to improve communication with employees.

Figure 2: Organisational structure of Grenada

Board of directors
Senior management

Middle management

/ \ Lower management
/ \ Other employees

(a) identify and explain two disadvantages to Grenada of operating in a number of different
countries.

DISAAVANTAGE 17 woveereeecrrerriserinssisbieiressts s sesstsbstsesessssas s ba s s b S St sa e s

...................................................................................................................................................
H . -

21 3] U =i RS R IR REUE SRS L

...................................................................................................................................................

...................................................................................................................................................

---------------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------

----------------------------------------------------------------------------------------------------




Business Studias O-Level P-1 Workbook 4 6.3: Business & the inlernational economy
Read & Write Publications

5. OIN 14/P11/Q5/a,e

Zalpha is a multinational company. It manufactures agricultural machinery and employs a large
number of people. Figure 1 shows a simplified organisation chart for the business. The business

decision making is centralised and some employees complain of poor communications within the
company.

Figure 1

Board of Directors

| | o
Managing Director Managing Director Managing Director
Asia Division Europe Division Africa Division

|
l l

Factory A manager Factory B manager

|
l I j

Quality Warehouse Stock control
manager manager manager

(a) What is meant by a ‘multinational company'?

--------------------------------------------------------------------------------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------

(b} Do you think that multinational companies such as Zalpha benefit the countries in which they
operate? Justify your answer.

...................................................................................................................................................
...............................................................................................................................
.....................................................................................................................
..............................................................................................................
....................................................................................................
.......................................................................................

...................................................................................

--------------------------------------------------------------------------

---------------------------------------------------------------------------------------------------------------------------------------------------
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6. M/J 13/P12/Q3/d

Emir is the Production manager at a large food production factory. He wants to lower
average cost to help the business remain competitive. All workers are paid using time rate.
Emir believes that good internal communication is important. The company has decided to
stop importing raw materials as this causes a lot of problems. Emir must choose a suitable
method of communication to tell the overseas suppliers of his decision.

(a) !dentify and explain two possible problems of importing raw materials for this food
production business.

PrOB I 12 viiviveeeeerereeraeesnssssssersrssrersonsssntesesnsesstsssssssssrasasserasansnsnsrannnnrssesisissbsibssnsnssnssssssosnse

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------
------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------
------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

7. M 13/P11/Q4/a
Luxury Destinations owns three hotels in country X. The business spends a lot ©
on staff training. The Finance Director is pleased with the financial position of t
‘However, the appreciation of our country’s currency and the Government's pl
taxes might cause problems to our business in the future’ he said.
&
©

Tabie 1: Luxury Destinations financial information ($000
)
PO

2011 (g_}cz;?« w
Gross profit 195 A@" 0,2
Net profit 30 {\@\: éé@
& £
Fixed assets 300 @%’ﬂﬁ 350

Current assets 60 50
Current liabilities 60 75
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(a) What is meant by ‘appreciation of our country’s currency’?

------------------------------------------------------------------------------------------------------------------------------------------
------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

8. O/N 12/P12/Q4/b
Colour Rack manufactures paint in country Z. !t sells its products to customers both nationally
and internationally. Colour Rack uses a specialist transport company to deliver its products to
customers. The Colour Rack brand is well known. Many of its factory employees are unhappy
at work. They are well paid but lack motivation due to the repetitive nature of their work,
(a) Identify two problems Colour Rack couid have when exporting its paint to customers in
other countries.

PIODIBM 1. ettt

------------------------------------------------------------------------------------------------------------------------------------------

9. OIN 12/P11/Q5/a,c
Greenfield manufactures furniture. The company imports wood and other raw materials
from several countries. Marcos is the Managing Director of Greenfield. Marcos said that his
Company was affected by import quotas and changes in exchange rates. He said: ‘Greenfield
has to buy its raw materials from other countries as there are no timber (wood) resources in
our own country.

(a) What is meant by ‘import quota’?

---------------------------------------------------------------------------------------------------------------------

----------------------------------------------------------------------------------------------------------

-----------------------------------------------------------------------------------------------------

(b} Identify and explain two ways in which changes in exch
for fumniture business.

----------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------
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------------------------------------------------------------------------------------------------------------------------------------------

10. MK 12/P12/Q1/d,e
Made Fresh is a company that manufactures high quality organic foods. The company uses

ingredients that have been grown by local farmers in country J. Market research has shown
that branding has helped the company to achieve its objectives. Recent bad weather in
country J has led to many of the farm crops failing. Made Fresh is thinking about importing
organic food ingredients from other countries nearby.

(a) Identify and explain three
import organic ingredients for the foods they manufacture.

PrOBIBIM 1 ooeveveeeensessensesssssssssssasserisssnssasassessest sonmsasssassanssatsstinasasastassnssssssmibsnssanssnsncnseses

@ &
(b) The Government in country J wants to encourage inter al t&@te. Do you think this
would be an advantage to Made Fresh? Justify your a r, R

-------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------

------------------------------------------------------------------------------------------------------------------------------------------
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..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................
..........................................................................................................................................

------------------------------------------------------------------------------------------------------------------------------------------
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Improve international reputation of country [k]

Inward investment / infrastructure development [k]

More goods available [k]

Companies pay taxes [k] therefore increasing income for the government [an]

Profits are often repatriated [k] limiting the countries growth [an]

Resources are depleted [k] so there is less available for other businesses [an]
manufacturing in the country needs raw materials [app]

Local businesses close [k] due to increased competition [app]

Exploitation can occur [K].

6. M/J 13/P12/Q3/d

{(a) Knowledge [2 x 1] — award 1 mark for each problem identified

[6]

Application [2 x 1] - award 1 mark if relevant reference made to food manufacturer

Analysis [2 x 1] — award 1 mark for each relevant explanation (e.g. show how or why it
could be a problem

Points might include:

depreciation in exchange rates of country where Emir's business is based [k] so
the cost rises which if passed onto customers could mean higher food prices [app] so
demand drops [an}

delays in delivery might delay production [k] so other ingredients might have to be
wasted [app]

cost of returning any faulty products [k]

higher cost of transport [k] as travelling long distance likely to mean greater cost [an)/
as perishable goods might need specialist storage containers [app]

quality issues/speed of delivery is important [k] as food likely to be perishable/easily
damaged/not as fresh {app]

tariffs [k] which increases the cost of importing ingredients [app] so lowering the profit
margin [an)

quotas [k] might only be able to import an certain amount of materials so cannot
produce a full range/enough finished products [app] to meet demand [an]

language barriers [k]

different quality standards between countries [K]

7. MM 13/P11/Qé4/a
(a) Good knowledgefunderstanding [2]: Rise of exchange rate [2] or the value of the currency

rises/ [1] so it buys more of another currency than before [1]
Some understanding [1] e.g. currency buys more imports

e
Do not accept a definition of exchange rate as this is not answering the tion  [2]

8. OIN 12/P12/Q4/b N\

(a) Application [2x1] - 1 mark per possible problem. \3@ S [2]
Prablems include: Q ©

communication issues

local market conditions

unknown brand (of paint)

distribution networks OR transport costs

tariffs OR quotas Z
exchange rate issues @
legal restrictions e.g. bans, complex documenigt
Do not accept taxes as implies internal fo country.

no knowledge of local customer tastes OR cultural diﬁ‘g\e&@
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9. O/N 12/P11/Q5/a,c

(a)

Clear understanding [2] Some understanding [1] [2]
Quota refers to a limit on the flow of goods that are allowed into a country {2].

Simple answer might say something that affects the imports into a country [1]. Although this
does not properly differentiate it from a tariff it can still be accepted. Do not reward an answer
that says it affects the price [cost] of imports,

(b) Knowledge [2 x 1]

Application/analysis [2 x 1] [4]

Problems might be:
 Difficulty in setting selling prices
* Fluctuating costs makes financial planning particularly difficult.

Explanation of how this might cause problems for Greenfield. Answer might say that the
business imports raw materials and so a depreciation in their country’s currency means that
the cost of their furniture will rise. This causes a problem for Greenfield because profit
margins will be reduced. Reference to BOTH appreciation and depreciation can be credited
as separate points.

10. M/J 12/P12/Q1/d,e

(a)

(b)

Knowledge [3 x 1]: award 1 mark per relevant problem,

Analysis/Application [3 x 1]: award 1 mark for each relevant explanation. (explain how or
why it might be a problem for Made Fresh.)

Problems include:
* government rules or restrictions [k} which might limit/restrict what food items can be
imported which affects what they can get [an]
tariffs [k] could make imported goods too expensive [an]
quotas [k] which would limit the quantity of ingredients that MF could obtain [an]
language problems [k} — so order wrong items/unable to order what needed [an]
transport issues e.g. time {k] If buy from long way, food could perish in transit [an]
exchange rates [k] depreciation of own currency could lead to higher cost of imports [an)
costs of transport [K] if long distance need to protect perishable goods could increase
expenses [an]
e delay in delivery [k] which could slow down production of food items [an}lead to
customers cancelling orders from MF [an])
lack of contacts overseas [k]
quality of fresh food [k] which could damage reputation of MF if impon
sell [an]/different standard between locally sourced and imports [k] RS
¢ too much paperwork [K].

Do not award analysis/application marks for points which clearly canpi

manufacturer. Q\)
Knowledge {2 x 1]: identifies advantages/disadvantages [2] @ [6]
Analysis [2]: explain how factors could affect MF.

7
RS
Evaluation [2]: reasoned judgement as to whether it (?:?n antage to MF or not.
For two evaluation marks, the answer must be cle@a:@ -

Possible advantages include: ;
access to materials not available in ho 9
access to new markets and products [k] D,
means fo raise international profile of business [k]

increased sales by selling to larger global market [K]

increased demand could increase production [k] so able to benefit from economies of
scale [an]

* government might offer them grants/incentives [k).
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Disadvantages inciude:

increased competition [k] in home and international markets could mean that MF must
offer lower prices [an]

increased costs of transport if try to seli to overseas customers [k]

increased costs of marketing [k] as need to promote business more so potential
customers aware [an)

possible shortage of some resources if other competitors set up in your home country

[k}.
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May/June 2018 Paper 12

1

Adele started a dance school five years ago. Every year Adele pays herself a salary and makes
$1000 profit. The school offers a range of dance and exercise classes for children. Itis a sole trader
business. Adele believes using the right pricing method is important. Adele wants to expand the
business by opening a second dance school. Based on her business plan, she forecasts that this
will cost $8000. Adele cannot decide whether a bank loan is the best source of finance for this
expansion.

(a)

(b)

(c)

Identify two features of a sole trader.

FEAIUME Mt rrretren e s e es e aesasss et estesesaeeres e s on e s essea st st eeeeeeee s
FEAMUIE Zi......oiivivicrrerireentirieinntentrs e saessssisss b st s e esesesesesseress e sesssassnsanssennsesemsssesese s e son
........................................................................................................................................... [2]
Identify two of the main sections of a business plan.

SBOUON Tiieiiriireieieierinnerr e s eree e sb et s e e st esem e e e e esbesenbenesansessenes s ese st e sene s eses e
BECHON 2i..esisiciicririsesrsiesieienereseensesressstesbe e b s s e seee s ne e ssestensasenssesesmees e s ems oo sessseea s
........................................................................................................................................... [2]

Identify and explain two reasons why using the right pricing method is important for Adele’s
business.

--------------------------------------------------------------------------------------------------------------------

----------------------------------------------------------------------------------

----------------------------------------------------------------------------
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(d) Identify and explain two location factors that Adele should consider when deciding on a second

school.

Factor 1i..ccienees retttesessteeesesbeseenraneassanareassabstsesRbrns cereenerinenes vresanerenes rbeeeesraeeenasstenesenans .
Explanationi....cccoeviiirieenrnns veeereeenane vebereessnnrseiasassesnnnen eeerenereseanenessarassnn rveerasaneneres veenaneees
Factor 2:...ceeeeeiienes SRR eesereneres S cerrrarenes tememeesesnbeseasaesarannnnsesaiinan
Explanation......... SN vereeesneine cerennenens eettteestesenriesstreeanareidse b reRs e b e senaneesat s vreresanesans
........ e resstetosasaeasaeasbetes et et st aaeeene s s s e bkt sb e A s sats s s s aeatstassssssassaserissnrerssssrareessassssrssee  [O)

(e} Do you think that a bank loan is the best source of finance for Adele to use to expand the
business? Justify your answer.

----- R e R A RN ATe ST he s A BTN asaseTeTakbuat s starINasEsoRe NI PRt SRRt ARsRCEraRTbhdbbORRss PR TSRS aROs AR RO RS RRen
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outflows are too high. | have already reduced the budget for market research to zero, Training costs
are $1000 per month and cannot be reduced as training is important.” The Finance manager is
thinking of other ways to improve cash flow.

Table 1: Cash flow forecast for JSF for the period July~-September 2017 {$000)

July August September
Cash inflows 120 100 90
Cash outflows 150 120 120
Net cash flow X (20) (30)
Opening balance 60 30 10
Closing balance 30 10 Y

(a) What is meant by a cash flow forecast?
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Identify and explain two reasons why training is important to JSF.

REASON Tiurrerneenrarseesesarsersens verevmssaseesssaresesnnne eeeeterevessssmessasesasssmareesessaTESEISREESIs IS TRSSIsaseRranE

Explanation:.....c.ceeereeriens revnreesanan venrersasens U e T OO 0 e

Explain two ways (other than lower training costs) that JSF could improve its cash flow position.
Which way do you think JSF should use? Justify your answer.
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DPC operates 200 takeaway pizza shops. Over 75% of its pizzas are ordered through e-commerce,
The Managing Director thinks 2017 was a successful year. She said: ‘Looking ahead, there are
signs that the economy is growing. However, DPC has a number of challenges. The Government
plans to increase the minimum wage to $5 per hour. DPC has to respond to environmental pressures
as well. Food waste and litter caused by used pizza boxes are problems. Complaints from the local
community about this are too high.'

(a) Identify two ways to measure business success.

-------------------------------------------------------------------------------------------------------------------------------------------

(b} ldentify two features of a growing economy.
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(d) Identify and explain two advantages to DPC of using e-commerce.

Advantage 1....ccccvvneens retereeerenerrensatsesnnneesns cereeeesnrnsannne veeeesrrerennaras rteesesesenenearsene veneneans
Explanation:.......cceerennniiieiiecenens rreseeseananeren eereseresennens retereeseneeesnneresiareesesssnens vereressenanees
Advantage Z.........cccoveemmminieniccsinnnenn. T O EO T O O O OO T 00
Explanation:.......cccocccervinnssnnnness evteeieenreeessstessarassesennesesateesareens cevsreeesnanerseranee cermrereeenraeens
..................... retestaseseetetensaseneressesetetestasesettertstetesara et et tana et antataasasabstssnsssassassassssssnansssenssns O]

(e) Explain two ways in which DPC could respond to environmental pressures. Recommend which
of the two options it should choose. Justify your answer.
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4  JKL uses job production to make clocks. JKL buys all its raw materials locally and exports 60% of
its products. The business has high fixed costs. JKL has 30 skilled employees. Many of them work
part-time and delegation is encouraged. All workers receive an email from management every day
to keep them informed about production issues. The Human Resources Director said: | think it is
more cost-effective to try to retain our existing workers rather than to recruit new employees.” The
Director wants to reduce barriers to communication, as he knows effective communication is
important to help JKL meet its objectives.

(a) ldentify two reasons for a business having objectives.

-------------------------------------------------------------------------------------------------------------------------------------------

(b) Identify two fixed costs for JKL.




Business Studies O-Level P-1 Workbaek 438 May/June 2018

Read & Write Publications

(d) Identify two possible barriers to communication for JKL.. For each barrier, explain how JKL

(e)

could reduce or remave it.

Barrier 1iveeeneee. eeveesnesrarennntesasenesanssenteearraaseranansreannanaserasannane terervareareranasranans veeerenesanmanane
How to reduce or remove it......... reseseeeesennnnn teertesssesteennestttennnneresnnnnrnsin eereesieisreneressnnannrnn
Barrier 2:vceeveneeerennns eerrererererrree eerererasseress rereeetesesesenesiesantasenassenansarertitaiestiarsnenaterrere vervenne
HOW 1O redUCe OF FEIMOVE Il iiceciirssririeeeseemrererserenresssstsrssssrarersasssnsssssssnasssasss eerevasiaaseserenes
cevnenereeeaen I SR R cererriessaaa sttt eereraereesenaens [6]

Do you agree that it is better for JKL to try to retain existing workers rather than recruit new
employees? Justify your answer.

-------------- AN AANESEPRET NI R IS e AL AN NO TR Ui AR ERRTRIRIRAS
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1 (a) Knowledge [2 x 1] Award 1 mark per feature 2
Points might include:

o Keeps all profits
o Unlimited liability
o Unincorporated OR no separate legal identity
« Takes all decisions OR own boss/ works for himself/herself
o Has total ownership of business OR full control
wo Few legal requirements
(b) Knowledge [2 x 1]: Award 1 mark per element. 2

Points might include:

o Executive summary

= Business aims OR targets OR vision statement OR objectives

*  Marketing OR any element of mix, e.g. pricing, product, place or
promotion

Market research OR Competition OR market analysis

Financial, e.g. cash flow forecast OR budgets

Human resources OR number of employees OR skills needed
Production details

Organisational OR management details, e.g. structure, type of
business, name and location of business

88838

(c}) Knowledge [2 x 1]: Award 1 mark for each reason identified 4

Application [2 x 1]: Award 1 mark for each explanation in context
Points might include:

o Help attract customers [k] to go to her school [app]

o Help retain customers [k] in the dance classes [app]

o Maintain OR create business image [k] so that children want to attend

[app]

o Remain competitive OR don't lose customers to competitors [k]

* Ensure cover costs OR survival [k] especially if she takes out a bank
loan [app]

« Ensure business makes a profit [k] to pay herself a salary [app
(d} Knowledge [2 x 1] Award 1 mark for each relevant factor ©

o @
Application [2 x 1] Award 1 mark for each relevant refezéﬁi@h

business
Analysis [2 x 1] Award 1 mark for each relevant explﬁg9

Relevant points might inciude:
w Customers OR level of demand [k] for danceslass€% [app] to increase
OR ensure revenue [an]

o Cost OR availability of suitable premises<<f;r}]> assfright not be able to
afford location [an] as only set aside $8000 [&pp]

o Government regulations OR availability of grants [k] which could stop
her from opening in certain locations [an]
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2 (a)

(b)
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o Competitors OR loyalty to other businesses [k] by children [app] making
it difficult to compete [an)

o Access to employees [K] as will need trained people to help or advise
customers [an]

@ [nfrastructure OR transport links OR utilities OR internet access [K] as
without electricity may be difficult to operate the site [an]

o Reputation /image OR security OR crime level OR pollution in area [K]

o Close to suppliers [k] to reduce transport costs [an]

w Personal preference [k]

Knowledge [1] Award 1 mark for identification of relevant issue(s) 6
Application {1] Award 1 mark for a relevant reference to this business
Analysis [2] Award up to 2 marks for relevant development of point(s)

Evaluation [2) Award up to 2 marks for a justified decision on whether a
bank loan is the best source of finance for Adele to use

Relevant points might include:

Loan

« Needs to be repaid [k]

o« Have to pay interest [k] which will increase her costs [an]

w Have long time to repay [k] so has time to gain extra revenue to meet
repayments [an]

Can keep profits for future OR emergency [K]

Has unlimited liability [k] as sole trader [app] so could lose personal
assets if unable to repay [an]

o May need to offer security [K]

o Can borrow large amount or all the money [k]

Profits

« Using retained profits [k] but only has $5000 [app + an] so would still
need $3000 [an]

o Using retained profits [k] as no need to repay [an]

o Using profit [k] could reduce the amount needed to borrow [an] which
could reduce the amount of interest paid [an]

Additional options could include:

Take a partner [k] but must share profits [an]
Borrow from family and friends [k]

Use personal savings OR sell her assets {K]
Become a private limited company (k]

8 8

Clear understanding [2]: an estimate of cash inflows and outﬂ% of O 2

business, (usually on a month by month basis) ﬁ

OR Estimate of timings and amount of cash inflows and
given period of time or over months to come

B

(e

Some understanding [1]; shows cash/money inﬂgﬁ

Calculate the values for X and Y.
o Q¥ &
Application [2 x 1] award 1 mark per value S

X = (30) or (30 000)
Y = (20) or (20 000)
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(d)

(e)
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Knowledge [2 x 1] — award 1 mark per way identified 4

Application [2 x 1] — award 1 mark for each explanation in context.
Points might include:

o Greater awareness of (current) consumer needs/ preferences (only

once) [K] for towels and sheets [app]

Help identify gaps in the market OR future trends [k]

« Find out about competitors OR size of the market [k] as in private sector
(app]

o Helps set price [k] which could help increase cash inflow above $9000
[app]

» Produce the correct amount of products [k] that could help reduce cash
outfiows which are too high [app]

» Reduces risks OR products launched with more confidence [k]

o Help decide how best to promote its products [k] to retailers [app]

= Help gain competitive advantage [k]

8

Knowledge [2 x 1] Award 1 mark for each relevant reason identified 6

Application [2 x 1] Award 1 mark for each relevant reference to this
business

Analysis [2 x 1] Award 1 mark for each relevant explanation
Relevant points might include:

« Increased motivation [k} so could lead to increased efficiency OR output
OR faster jan] when making towels [app]

« Fewer customer complaints [K] from retailers [app] increasing customer
loyalty OR sales OR revenue [an]

o Fewer mistakes OR less wastage OR better / maintain quality [k] of 50
production workers [app] lower costs of rework [an]

« Fewer accidents OR ensure safe working conditions [k] when operating
machines [app]

« More skilled OR flexible employees OR workers know what to do [k] so
able to cover absences of others {an]

o Less supervision needed [K]

Help reduce number of employees feaving OR encourage employee

loyalty OR retention [k] lowering recruitment costs [an]

Help attract employees [K]

Able to train others [k] so reducing training costs [an] below $1000

month {app] NN

8

8 8

Knowledge [1] Award 1 mark for identification of relevant point( ? ©
Application [1] Award 1 mark for a relevant reference to 5-@
Analysis [2] Award up to 2 marks for relevant developm nolft(s)

Evaluation [2] Award up to 2 marks for a justified dec%'pn on o ich method
JSF should use to improve its cash flow position

Relevant points might include: @
Practical examples such as:
« Find cheaper supplier [k] as this would reduce cash outflow [an] but

cheaper could mean lower quality leading to lower cash inflows/ sales
[an]
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o Increase number of customers [k] which could increase cash inflows [an]

OR

o Arrange a short term loan OR overdraft (k] giving them quick access to
cash [an] especially at time when cash outflows are high [app)

@ Reduce level of trade receivables (debtors) or ask trade receivables
(debtors) to pay quicker [k] than 2 months [app]

® Delay purchases [k] so keeping cash in the business [an]

« Reduce level of inventory [k]

w Sell unwanted non-current assets [k] as workers use machines [app] so
releasing cash tied up in the business [an]

w Ask for more time to pay suppliers [k]

Knowledge [2 x 1]: Award 1 mark for each measure of success. 2
Relevant points might include:

o  Growth OR number of shops

Market share

Revenue OR sales value OR sales volume

Survival {(in short run)

Profit OR financial ratios such as ROCE OR profit margin OR capital
invested

Customer satisfaction OR number of repeat customers

Good reputation

Share price OR dividends

Efficiency OR productivity OR number of output

Number of employees OR employee loyalty

Achieving environmental OR ethical targets

8 888

888888

Knowledge [2 x 1] Award 1 mark per feature. 2

Points might include:

* Lower unemployment OR more jobs created

* More businesses opening OR improved business confidence OR
increased capital investment

* Higher living standards OR more disposable income OR rising
incomes OR increase in demnand /sales ) "%@)

*  Higher rates of economic growth OR increase in GDP OR Level of c:)\}

D

output increases

* Increased tax revenue NS
*  Higher business profits 3@ @49?
* Higher inflation OR higher prices @ ©
@)
Knowledge {2 x 1] Award 1 mark for each way identiﬁegﬁ@ 4
Application [2 x 1] Award 1 mark for each explanation, i ‘
Points might include: 0@ b(\

w Increased cost (of labour) OR increase cash_gutf ¥
$5 per hour [app]
o May hire fewer workers OR reduce hours grrake workers redundant
[k] so not able to sustain level of success [app
Might increase prices [k] of pizzas [app]
Increase sales as people might have more money to spend [K] in its 200

shops [app]

8 8

——



ms wj feedbae
oppoﬂunities for feedback [k}



8 8

©

4 @
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(®) Knowledge [1]: Award 1 mark for identification of relevant issue(s) 6
Application [1]: Award 1 mark for relevant reference to this business
Analysis [2): Award up to 2 marks for relevant development of point(s)

Evaluation [2]: Award up to 2 marks for a justified decision as whether it is
better for JKL to try to retain existing workers rather than recruit new

employees

Relevant points might include:

Retain

@  Cheaper recruitment costs OR no recruitment cost [k]

o  Current workers know how things are done [k] so easier to maintain

quality OR standards [an] of its clocks [app]

«  Improve employee motivation OR loyalty [k] so easier to use

delegation [app]

0  Can help improve business image [K]

New:

« Access to new ideas OR skills [k] to overcome barriers to
communication [app] helping them to produce / develop new products
[an]

® New employees may need training [k] which will increase costs [an] at
time when has high fixed costs [app)

= Can be difficult to find suitable employee OR time taken to train new
employees [k] could lead to lower output OR productivity [an] can lead to
problems as 60% exported [app]

« New employees may bring bad habits with them [k]
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October/November Paper 12

41 M&R Motors has 2 car showrooms. 1t buys old cars and repairs them before selling them to its
customers. M&R is always trying to increase added value. M&R plans io open another showroom.
The owner said: ‘Finding the right location is important. The new showroom will require a manager
and | need to find someone with the right qualities.’ The job will be advertised in the local newspaper
as shown in Figure 1. The advertisement will cost $5 for one week.

Figure 1: Job advertisement M&R is planning to use for the new manager

#——
CAR SHOWROOM MANAGER REQUIRED l

« This successful business is expanding.

- The job involves managing the office and selling cars.

« You wilt be in charge of three workers who will repair the cars.
- Do you have the qualities we are looking for?

+ We offer good pay and working conditions. l

For more information apply to M&R Motors

(a) What is meant by ‘added value'?

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

(b) Identify two qualities that M&R might look for in the new manager.

.
QUAIIRY 11 wevrresserseoormiserssesmsssssessssms tosras s s st IS S SER SR 0
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(d) Identify and explain two factors that M&R might consider when deciding on a location for the
new showroom,

Factor 1: ...... Ceeseres st eennasaanae T T L A e T T e e veeerneeaas .
EXplanation: ........cccceeniennereeeinnres e O T Y T Lt e
Factor 2: ..eeeeeereeeernen, SR crvesrranns e SERSS— veresssasans .
Explanation: ........cceeuee cereeeneennraeaas vemererernenennas teremrereeeean e reianaae S .
S RN vevesrarennns et cerereret st taseneenes . [6]

(e) Do you think a newspaper is the best way for M&R to advertise the new job? Justify your
answer.
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2  FTTis a social enterprise. It sells its high quality fair-trade coffee beans to retailers in country P.
Being ethical is important to FTT. It provides local people with information about micro-finance and
skilis so they can then start growing beans for FTT to sell for them. FTT wants to start exporting
coffee beans as its market research shows increasing demand for coffee in other countries. FTT's
managers will have to decide on an appropriate pricing methed to use when selling the coffee
beans in other countries.

(a) What is meant by ‘social enterprise’?

-------------------------------------------------------------------------------------------------------------------------------------------
-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------
-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

f.@@)

. '\@ &
EXPIENGLON: <..vvvreresersscrssnrsnsesnssssesssessssarsssesssssssassssssssssasssenssesasssssensesasessses @@ ......

EXPIaNation: ....uveiimescimisimenisisesenennssggs e (e e sesattrassisbtasasnessrerarnssssesans
%

...................................................................... @7@ . eerarsasessrssserarsersarssassessssesanssseses |4}
&2
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{d) Identify and explain two ways in which being ethical might help FTT.

Way 1: e, eeerreeeeereessaneesararerraeas Chreresennnaaenns Cerersestabenaerennnnaas crrrrrerenns R
..........
Explanation:

p D rvererenennes tremvesasessssenssennssnsresraennnatas D M verenens
.....................
.......
.........
Way 2. .......... rererennerenenaenns ceesentns bbb ae e renneas reerreraeesesene TS U .
.....................
Explanation;

p TI; evrenerenssnnnssrnnnsnnssenssresnsnsnnenseessesstese A S
................................................
...........
......... O O RTOUOTTPOTVOVVRTR (- ||

{e) Recommend an appropriate pricing method for FTT to use if it starts selling in other countries.
Justify your answer.

L T T TR T Y P T YT T Y
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3 TRB is a small business in the secondary sector. TRB assembles computers. All components,
except for the battery and glass for the screen, are imported from other countries. 40% of its products
are exported. Many of its competitors are relocating to low cost countries. TRB's Operations Director
thinks the opportunities of globalisation may be greater than the threats for TRB. She is looking at
ways to improve efficiency in the factory. One option is to introduce fean production methods.

(a)

(b)

(c)

TRB is in the secondary sector. Identify the other two classifications of business sector activity.

CIASSIfICALION 1: creieieriiiciiesinrrersrressrnersnsessassssssessressestossansssasisrassensesssnssssassssnassssrassesasasanas
ClASSIfICALION 27 .ovverieerseeersorresensasssersssrnsssmssastiessssssssssssnssssnssssonssssnsrentsessstsrestressssssnsessssnas
........................................................................................................................................... [2]
Identify two ways to measure the size of a business.

WY T eieecernrcssensisesstesnisssssrasassssensssnsstersssasasssesansrssss shisss st resassnsasbabisbostsnssssesasenssnnsnsnanas
WWAY 2 oeieceeerrecrerresistssestenniaisiasassasmsns e sa s s e snsassnepesms st 1ot et m s e AR PR SO SROBE SRS e bR st s s
........................................................................................................................................... 2]

Identify and explain two methods of lean production that TRB might use.

MEEROMO 17 covereeiirrensssersrssssssssssnsssnsssrassssssssssrssrsnnssnsennnmsnsssssesssbbatssssss shanssrsssssssnssssssassnsgionsarns
@,

............
.....................

...........................
............................................

----------------------------------------------
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{d) Identify and explain two possible benefits to TRB of improving efficiency.

BONEI 1 sttt seers et seesee .

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------
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(e) Do you think there are more opportunities than threats from globalisation for TRB? Justify your

answer,

....... temeeesessesseesessevesasesdstiersesEraNeaeTIYSNeaE bt EEeIe et N EEeO R RN RIS SR LSS RS SRS s R e S RS 0T
tesersrsrsesssasntatasttsrsranenn srerenssens serssssasarasaniass veesarsaeer esarssessserencartisasnransae crrmserasacseniisans sererssrasaress
cesbusrsnraraatiieny vesersaesrsnarenbidsersesnan cernsnrneareisis ressnmearerasnnsrnaarys eeesesttrrasessraraTeTeaitarastebonsnanardsie
crevavensaes ceersesnenn veserseansesiisann sessarusonsranens arrssessseresatess resesassssrrarares cassverencaratinesnannens cranersnencensrines
............... [P NPT Pe LT L R T S L L A
vesseraressstanenanssuarrn terasrsresresssesnsienen SIS PP YRST P RTITS T essesesesenrasasarisarrans
....... eetresseassseesstiesvasessteTeeisasaLeTeTeaSIgRtEeIiehETeeseen st N TR Se TR LA LIS TSRS R RS S SRR T RS
.......... ievesssesssssmsestesseserevieseersesssanarreTiierTatanTIaseesnean RN n LI TIS ISR TS s s R R SRS RS
............................................ ST TpTTRPTRP e TY I BT EEE L I EE T L L Lt Sl
cessasesen tassvsmenrasaarsasante ciesrenseressasane resaressaravesteseisinaranan erreersaserrisisane J T P oo
vevansns cesesvasssesseses cacesetrosnarsare ciresrencesasisass resesrsssesnsnensisansrassane ceressraneranatsans aeesssrvansrsasnnsrrasene vores
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4  Bakin Group (BG) is a limited company. It has 3 holiday parks that offer families holiday
accommodation and activities. BG aims to look after its customers’ needs 24 hours a day. Customers
pay for the holidays when they arrive at the park. Each park has 3 managers and 40 part-time
employees. BG uses a wide range of social media networks for promotion. The Finance Director
is worried about BG's cash flow position. He cannot decide if an overdraft is the best way for BG
to solve its cash flow problem.

Table 1: Cash flow forecast for period January - March 2019 ($000)

January February March

Cash in 120 80 70
Cash out:

Interest 10 10 10

Wages and other 100 90 90

costs
Total cash outflow 110 100 100
Net cash fiow X (20} (30)
Opening balance (40) (30) (50)
Closing balance {30) (50) Y

(a) What is meant by ‘limited company’?

-------------------------------------------------------------------------------------------------------------------------------------------
-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

(b) Calculate the values of X and Y.
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{c) |dentify and explain two advantages to BG of having part-time employees.

Advantage 1. ........... pesresareeneas R ORO. | FR rersisriessnesareens eereeree e
N
MBS 2 e
N
..... revereraseressesasssneertaeasaeetas st st st et st e R s n et ae e e A eae e nsaa e e s s srasessasreressistesrersrerssensrssarasensasreassees  [O]

(d) Identify and explain one advantage and one disadvantage to BG of using social media networks
for promotion.

Advantage: ..., perereressereesnns ceerassesserennesns P POTOPP
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{e) Do you think an overdraft is the best way for BG to solve its cash flow problem? Justify your

answer.
........ S e e NN b s e SR ea b s e e SN e e E0R S hmene et n NS bh b nnn e nennnenrasonserhnnnsas
........ TR L s L L e eSS e N e A Ea EaSaEe s e e hara sa o nr en et stn et enennssnsas
............................... e e r L LR R e S b hneeeenn s es e Ce e e e s e nn e eenreneeensrerens
........................ T LT
ceetnrarrrersrsatiinentannes Srrereresssinatisierarenns SOCCo0Cn eeerecesirirstatirrasneretnsetatitinenenns o0 tervesnenes FeHooan
...................... R et s e SR e b et aa R E s A anreea e n s ee Ehd e nnennn e e estararan
e e e e s e e Cerrersasssnrererrsenane ctreserassiinrarenesnes teresmstiinarseesirinarannns crsrertavarannns trserrsstiararseanns e
cerrereresiesaserrearaaanes trersesssasatransnreanans OOrGon e s s s e serarestesnsrerrensar raeaan Cerersssisesienerens e e e
.......... L U
e e e e e s e e S oo Trerrererestivanaresacans serrersitinneasenras CCOnOG OO EeC000 Cresesesecrrersrenaseansenns
.............. R T TP O
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Answers Section

1 (a) Good knowledge [2]: difference between the selling price of a product and
the cost of bought in materials and/or components
OR improvement to the product that makes it worth more [1] plus a
relevant example [+ 1] e.g. packaging
Some understanding [1] e.g. improvement to the product that makes it
worth more
(b) Application [2 x 1] - award one mark for each quality

Points might include:

Good leader

Well organised

Good communicator
Friendly OR approachable
Knowledgeable

Patience

Responsible

Good motivator

3883882888

(¢) Knowledge [2 x 1] - award 1 mark for each relevant method [max 2]
Application [2 x 1] — award 1 mark for each explanation in context

Relevant points might include:

« Interview [K] to see whether they have the right qualities [app]

« CV and/OR letter of application OR application form k] sent to the
showroom [app]

«  Ability or aptitude OR psychometric test [k] e.g. watch them try to sell
cars [app]

+  Group exercises [k] to see how well/whether they can work as part of a
team [app]

*  Oniine screening [K]

« Presentation[k]

(d) Knowledge [2 x 1] — award 1 mark for each relevant factor [max 2]
Application {2 x 1] — award 1 mark for each relevant reference made to this
business N 5
Analysis [2 x 1] — award 1 mark for each relevant explanation
Relevant points might include: A
« Customers OR demand OR potential sales [k] somewhere that DED]

are interested in cars [app] to increase revenue [an] ‘
Availability OR cost of suitable fand OR parking [K] as lik I)@J eed a
large space for displaying products [an] &
+ lLegal controls [k] could stop them from building in s S [an]
«  Competitors [k] customers might be loyal to otherdbusinesg

to gain customers [an] b
»  Suppliers [k] so able to get parts/components g=sily J5
» Infrastructure OR transport links OR utilities{ <

« Access to employees [K] as looking for a nq@naggr [app] who is able to
effectively sell things [an]

« Distance from other site [k] as don't want to take customers away from
its other business [an]

«  Safety/security of area [k]
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(e) Knowledge [1] — award 1 mark for identification of relevant issue(s) [max 1] 6
Application {1] — award 1 mark for relevant reference to this business
Analysis [2] — award up to 2 marks for relevant development of point(s)
Evaluation [2] - justified decision made as to whether an advertisement is
the best way to advertise the new job.

Relevant points might include:

* Seen by many people OR wide exposure [K] in local area [app]

* Most people do not read newspapers [k] so possible candidates might
not see the advert [an]

*  Only shown for a limited amount of time [k] such as one week [app)

* Has to pay to advertise [k] as it costs $5 [app)] which increases his
expenses [an]

Other methods to consider might include:

* Specialist magazines [K] as target audience are likely fo read them [an)
so more likely to attract suitable candidates [an]

* National newspaper [k] as able to reach people across the country [an]

« Jobs website OR own website OR social media [k] as most people use
internet to look for jobs today [an) but some people do not have access
to the internet [an]

*  Notice board [k] at the garage [app]

» Recruitment agency [k] saving time as they will carry out the
recruitment for them [an]

2 (a) Good knowledge [2): an organisation which has social objectives as well as 2
trying to make a profit

Some understanding [1] not all about profit OR profit is not only objective
OR an organization which has social objectives OR aims to benefit society

(b} Good knowledge [2]: small amounts of capital loaned to entrepreneurs [1] 2
in countries where finance is difficult to obtain [+ 1]
OR small loans [1] to people not traditionally served by banks [1]
OR loan to poor people [1] not traditionally served by banks [1]

Some understanding [1] small loans

OR identifies a feature such as not given by big banks
OR help people who can t afford a foan

OR loans given to poor people

(c) Knowledge [2 x 1] — award 1 mark for each relevant factor [max 2]
Application [2 x 1] — award 1 mark for each explanation in context
Relevant points might include: @4@?
*  Wrong sample size [k] as may only have asked local people@pp] ©

* Information may be out of date [k] so may not like same ypBs/b jgpds
@
op

of coffee [app] &
*  How carefully sample drawn up OR characteristics jé*asked [K)

cannot just ask people interested in ethical goodﬁﬁ)p >
Way questions asked by interviewer [k] >
Poorly written questions OR questions not reléyan L
Who carried out the research [k] %’ R

Dishonest opinions OR people say what t wnk you want to hear [k]
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(d) Knowledge [2 x 1]—award 1 mark for each relevant way [max 2] 6
Application [2 x 1] — award 1 mark for each relevant reference made to this
business

Analysis [2 x 1] —award 1 mark for each relevant explanation

Relevant points might include:

*  Good image OR good reputation OR customer loyalty [k] so customers
willing to pay high prices [an] for fair trade coffee {app]

» Higher demand OR sales OR enter new market [k] which can help
increase revenue [an] when selling in other countries [app]

« Help recruit OR retain OR motivate workers [K] in this social enterprise
[app]

» Investors more likely to invest [k] making it easier for others to obtain
micro-finance [app)

« Better supplier relations [k] so able to get best beans [app]

« Less opposition from pressure groups [K]

(e) Knowledge [1] — award 1 mark for identification of relevant issue(s) or 6
identifies method [max 1]
Application [1] — award 1 mark for each relevant reference to this business
Analysis [2] - award up to 2 marks for relevant development of point(s)
Evaluation [2) — justified decision made as to why chosen method is
appropriate for FTT to use

Relevant points might include:

o Price skimming [k] which will reinforce brand image [an] for its high
quality product [app] so consumers will pay high prices [an]

o Competitive pricing [k] so the price should not stop people buying its
products [an] so less likely to lose market share [an] for its coffee
beans [app]

w Cost plus pricing [k] as ingredients are high quality [app] making sure
they can make a profit for each item sold [an] and is easy to calculate
[an]

« Penetration pricing [] (as low price) is more affordable for customers
[an] but would lower profit margin [an]

« Promotional pricing [k] but can only be used for a short period of time
[an]

3 (a) Knowledge: award 1 mark for each of the other sectors identified 2
Sectors are: primary, tertiary N
(b} Knowledge [2 x 1] — award 1 mark per way \3@ S 2

Points could include: Q ©
Sales value OR value of output OR revenue OR income ., %
(Value of) capital employed §
Value of balance sheet =
Market share @
Number of employees 2
Number of outlets @

(Volume of} output OR number of servic @

ber of customers
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(¢) Knowledge [2 x 1] — award 1 mark for each relevant method [max 2] 4
Application [2 x 1] — award 1 mark for each explanation in context

Reasons might include:

« Kaizen OR continuous improvement [k] when making computers [app)
* Justin time inventory control [k] for ordering batteries [app]
* Reorganize layout [k] to help improve efficiency [app]
*  Celt production OR autonomous team working [k]
= Kanban [K] in the factory [app]
»  Waste reduction [k]
(d) Knowiedge [2 x 1} - award 1 mark for each relevant benefit 6
Application [2 x 1] — award 1 mark for each relevant reference made to this
business

Analysis [2 x 1] — award 1 mark for each relevant explanation

Relevant points might include:

* Reduce average costs [k] of making computers [app] so may be able
to sell them at a lower price [an]

» Less mistakes [K] improving reputation [an] of this small business [app]

» Less waste [K] of imported parts [app] reducing amount they need to
buy [an]

* Fewer workers needed [k] helping reduce (labour) costs [an]

» Increased output OR quicker production [k]

* Better able to compete [k] which is important for a small business [app]

() Knowledge [1] — award 1 mark for identification of refevant issue(s) [max 1] 6
Application [1] — award 1 mark for a relevant reference made to this
business

Analysis [2] — award up to 2 marks for relevant development of point(s)
Evaluation [2] — justified decision made as to whether there are more
opportunities than threats of globalisation for TRB.

Points might include:

*  Able to export more OR access to wider markets OR more sales [K]
than 40% [app] helps spread risk [an]

* Cheaper labour OR materials [k] such as glass [app] which could lower
total cost [an]

* Easier to relocate to other countries [k] like its competitors [app]

+ Become better known OR build brand image [k]

* Increased competition [k] for computers [app] could result in lowerX ﬁ‘}%
sales OR revenue [an] Z @4‘})

* Loss of employees to other companies OR wider pool of pote/@l ©

employees [k] @
4 (a) Clear knowledge [2]: business which has a separate leg@ yéstatus to 2
its owners

the extent of the amount of capital they invested.

OR a business whose owners are legally responsibl gebts only to
Some knowledge [1]: e.g. able to sell shares <.- ve limited liability
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(b) Application [2 x 1] — award one mark per answer

X 10 or 10000
Y (80) or (80000}

{c) Knowledge [2 x 1] - award 1 mark for each relevant advantage
Application [2 x 1] — award 1 mark for each explanation in context

Relevant points might include:

« More flexible OR able to extend hours OR help meet demand during
busy periods (k] so able to offer 24-hour service [app]

«  When not working no need to pay wages OR only paid for hours
worked [k] which can help when worried about cash flow [app]

« Can add more skills OR experience OR ideas to business (k] so able
to offer extra activities [app]

e Help keep OR retain experienced workers {k]

*  Help attract workers who do not want to work full time OR help attract
workers who have other commitments (k]

{d) Knowledge [2 x 1] — award 1 mark for a relevant advantage / disadvantage
Application [2 x 1] — award 1 mark for each relevant reference to this
business
Analysis [2 x 1] —award 1 mark for each relevant explanation

Points might include:

Advantages:

*  Cover wide area OR seen by many people [K] as may be used by
many families [app] leading to additional revenue [an]

« Low cost method of advertising [k] so fewer cash outflows [an] so less
need for overdraft [app]

* Easy to update OR quick to update [k] about its holidays [app] so can
spend time on other tasks [an]

*  \Way to build relationship OR communicate with customers [k]

«  Can target specific groups [k] could encourage brand loyalty [an]

Disadvantages:

* No internet access OR not everyone uses social media OR message
lost among many messages on social media [k} which results in less
revenue [an)

* Lack of control OR comments can be altered OR hacked [k] could lead _
to a bad reputation [an] for its parks [app]

» Takes time to continually post OR monitor messages [k] which may
difficult for the part-time employees to do [app]

(e) Knowledge [1] - award 1 mark for identification of relevant issue(s)
Application [1] — award 1 mark for a relevant reference made to this
business
Analysis [2] - award up to 2 marks for relevant developm :
Evaluation [2] — justified decision made as to whether gn rd -;:’\f’ is the
best way for BG to improve its cash flow position. % O

Relevant points might include:

Qverdrait & <

»  Immediately available OR relatively easy%rre [k] so able to
cover its outflows [an] &

+ Repayable on demand OR within twelve months [K]

= Have to pay interest [k] which will increase outflows [an]
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Other options might include:

»  Ask customers to pay earlier [k] would allow business to receive cash
inflow sooner [an] before they reach the holiday park [app) but may
see a fall in demand which could lead to a greater fall in cash inflow

an

. E-\sl! suppliers for more time to pay [k] which could delay cash outfiows
[an] and could lose discounts offered for prompt payments which could
increase outflows [an)

* Increase number of customers [K] could increase cash inflows [an] but
cost of advertising could increase outflows in short term [an]
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May/June 2019 Paper 12

1 PLK is a social enterprise which offers training to young people who leave school with no
qualifications. The young people are trained by PLK chefs to prepare food which is sold at local
markets or sporting events. Choosing the right method of promotion is important. The manager of
PLK thinks that to increase profit it is better to raise prices rather than use cheaper food ingredients.

Table 4: Cost and sales information for PLK

Number of meals sold per week 1000
Price per meal $3
Variable cost per meal $2
Fixed costs per week $300

(a) What is meant by 'social enterprise’?

-------------------------------------------------------------------------------------------------------------------------------------------
-------------------------------------------------------------------------------------------------------------------------------------------
-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------
-------------------------------------------------------------------------------------------------------------------------------------------
-----------------------------------------------------------------------------------------------------------------------------------------

----------------------------------------------------------------------------------------------------------------------

(c) Calculate PLK's weekly profit.
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(d) identify and explain two methods of promotion PLK might use to increase sales.

Method 1 ... T S SE—
Explanation: ................. Hr ettt b e ret e e te e s s s anerasane rvanas T s S—
Method 2: ................. S — ettt essetnn e e s sn s AN
Explanation: ........ cerrerenes S — SRR — N TSRO SET—— T O T
............. [6]

(e) Do you agree with PLK's manager that to increase profit it is better to raise prices rather than
use cheaper ingredients? Justify your answer.
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2 JNK makes pottery including plates and bowls for the mass market, using batch production. Quality
control is important. JNK has 30 unskilled employees, who are all paid the legal minimum wage.
JNK uses job enrichment to keep workers motivated. Due to an increase in demand, JNK is planning
to replace its old machines with new technology. The Managing Director thinks that some of the
low cost materials purchased by JNK are produced using child labour. One of JNK's competitors
has recently introduced a new ethical policy.

(a) Whatis meant by ‘mass market'?

-------------------------------------------------------------------------------------------------------------------------------------------
-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------
-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

e sss——eeses oot s s SR b AAR e ibas000000 2]

{c) |dentify and explain two ways in which employees at JNK could be affected by the introduction
of new technology.

WY 1! cueuceuererermnsrsncsissseseisssasasasasss ansest st stsassseassressasas b 48001000 s s e s s s e

= Ty
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(d} identify and explain two ways
output.

(other than new technology) that JNK could use to increase
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3 REW has won many awards for the design and style of its carpets and rugs. All the wool it uses is
from local suppliers. REW's objective for this year is to survive and remain in business. The Managing
Director is concerned that the country's Gross Domestic Product has been falling for some time.
During the recession the Managing Director plans to start selling REW's products in other countries.
Market research suggests demand would be high.

(a)

Table 2: Extract from REW’s accounts

2017 2018
Current ratio 1.5 2
Acid test ratio 1.2:1 1:1
Profit margin 20% 16%

What is meant by ‘Gross Domestic Product™?

-------------------------------------------------------------------------------------------------------------------------------------------
-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

........................................................................................................................................... 2]
(b) ldentify two possible effects on businesses from falling Gross Domestic Product.

EFFECL 12 vovuuverrmsearsessesesessssersencestssssnssnsaassssssassssbssasssssssssihasasmsstsiase s msrsussasa st it It e s

ERECE 2 vuvvvreeesesssrssassstssssssesssessssasssssssesssssssitsesssssasssussssasssabasmssssiasssshsssssssttispssas st

........................................................................................................................................... [21

(c)

REASOM 17 vreereesaseomeseeressrasstsnessssnmsnrsassertssnssssensusssssssssasesssussasaestsssissnsssansstunes
EXDIANATON. 1evvraersscarsrnrsuossonsssnistsmssostusissssssisassssmssissassssssssissesg
FLRASOMN 27 wevevrirerrirssssessesarassassnnasessssassssarssssanasssarssassnss
-
S5 11 L1 RSP SRRt S
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(d) Identify and explain the effect on REW of the changes in the following ratios.

Change in acid test ratio: ......... crvesreanene .

------------------------------------- LR Y T T T P -
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4 George has worked in a small flower shop for 10 years. He does not like the autocratic leadership
style of his manager and wants to leave. He wili decide whether to start up his own business or
buy a BunchesRUs franchise. The franchise would cost him $5000 but BunchesRUs would offer
training and support. For either option, George will need both finance and to recruit 2 part-time
employees. George knows building customer relationships will be imporiant to the success of his
business.

(a) What is meant by ‘autocratic leadership style'?

-------------------------------------------------------------------------------------------------------------------------------------------
-------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------

........................................................................................................................................... [2]
(b) ldentify two possible sources of finance George could use,

0T L= e P P T P P

o Tl o = 1 P e s

........................................................................................................................................... [2]

{c) ldentify and explain two reasons why building good customer relationships might be important
to the success of George's business.

REESOM T2 oerieeiseeeessersesseessenmmssrssnsnssbesasssssssrersrsesssssnsnssssssessersntersnsttitesssssssssnersrunrsanssssnsssssns
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(d) Identify and explain one advantage and one disadvantage to George's business of having
part-time employees.

Advantage: ...............
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1 (a) Clear understanding [2]: e.g. business with both social objectives as
well as aim to make a profit
OR organisation whose primary / main objective is social (and any
profit made is reinvested) [2]
Some understanding [1] e.g. not all about profit OR profit is not only objective
OR an organisation which has social objectives [1]
OR business that aims to help / benefit society [1]

(b) Clear understanding [2] e.g. costs that do not change with output /
sales / level of activity
OR Costs which have to be paid whether produce any preducts ornot (2]
Some understanding [1] e.g. costs that stay the same
OR costs that do not change [1]
(c) Good application [4] = $700
Some application: inaccurate or partial answers
(i) Total revenue method: TR-TC
Total revenue: 3 x 1000 = 3000 [1]
Total cost = 2300 [2]
OR 2 x 1000 = 2000 [1] + FC 300 = 2300 [1]
3000 - 2300 =700 [4]

(i) OR Contribution method: (total) contribution — fixed costs
Contribution: {3-2 =) 1 [1]
1 x 1000 [1] = 1000 [+1]
Profit = 1000 — 300 = 700 [4]

(d) Knowledge [2 x 1] Award 1 mark for each relevant method
Application [2 x 1] Award 1 mark for each relevant reference made to
this business
Analysis [2 x 1] Award 1 mark for each relevant explanation (to
show how it would work or why it might be used)

Relevant points might include:
« Free samples [k] at sports events [app] as by allowing people to
try it encourages them to buy it [an]
« Use loyalty cards / schemes [K] to encourage customers to _
return many times [an] for meals [app] Q ®©
«  Advertising or examples such as {local) paper OR radio O 8
television OR leaflets OR social media (allow only onc o
raise awareness / inform / attract potential customers
this social enterprise [2pp] >
»  Sponsorship OR public relations [k] which can
brand image / reputation [an]
«  Competitions k]
«  Free gifts [K] @ ‘\9\9’
» Use of specific price promotions such as BOGYF, money off

coupons or short-term discounts (allow only once) [k} as pecple
able to afford it / willing to buy as its cheaper [an]

Answers Section 2019
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(e) Knowledge [1] Award max. 1 mark for identification of relevant 6
issue(s)

Application [1] Award 1 mark for a relevant reference made to this

business

Analysis [2] Award up to 2 marks for relevant development of

point(s)

Evaluation [2] Justified decision made as to whether PLK should

increase its prices or use cheaper ingredients.,

Points might include:

Raise prices

o could lead to fewer customers (as cannot afford it) (K] resuiting
in fower revenue [an] of food [appj]

® lower break-even point [k] so need to sell less to cover costs
[an]

© People could be wiiling to pay higher price as they think it's for
a good cause [K] as it's a social enterprise [app]

o Higher price may suggest better quality [k]

Cheaper ingredients

c  will lower the variable cost [k] which will fower total costs /
improve profit margin [an)

o could lower quality [k] damaging reputation [an] leading to
fewer sales [an)

Other factors can be also discussed such as:

w whether demand is price elastic or inelastic [k] as if meals are
price elastic then an increase in price should lead to lower
revenue [an)

@ Level of competition [k]

2 (a) Clear understanding [2]: e.g. selling the same product to the whole 2
market (everyone)
Some understanding [1 ] e.g. Selling to the whole market OR sell to
everyone
OR lots of customers OR lots of sales OR lots of buyers

(b) Clear understanding [2]: (Involves looking at jobs and) adding tasks
that require higher skili or more responsibility
Making work more challenging [1] by giving extra tasks [1]

Some understanding (1]: Making work more challenging / difficult
OR giving workers more responsibility

(c) Knowledge {2 x 1] Award 1 mark for each way identified
Application [2 x 1] Award 1 mark for each explanation in context @

Points might include: @ &
w Need for re-training OR fear of change OR opportuni&flé%
new skills [k] when making pottery [app]

@ Possible redundancy / loss of jobs / job inse
the 30 employees [app]

© May receive higher pay (k) Z;
« Safer working conditions [k] as replace ol@ﬁa
w Higher / lower motivation [1] as may create meh

opportunities for job enrichment [app]
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(d) Knowledge [2 x 1] Award 1 mark for each relevant way 6
Application {2 x 1] Award 1 mark for each relevant reference made to
this business
Analysis [2 x 1] Award 1 mark for each relevant explanation
Points might include:

«  Tralning [K] so likely to make fewer mistakes OR able fo work
quicker / increase productivity [an] when making plates [app]

«  Employ more workers or workers do longer hours [k] by
recruiting more than 30 [app] will allow increased output with
the same number of machines [an]

«  Recruit / employ specialist or skilled workers [k] as current
workers are unskilled [app]

« Change production method to flow production [k] from batch
production [app] allowing continuous production [an)

« Improve layout/ design of factory [k] so less time is wasted
moving semi-finished goods around fan]

. Take over another company or expand current site [k] so will
have additional capacity [an} to meet increased demand [app]

«  Examples of methods of financial / non-financial mofivation
(allow once) e.g. introduce piece rate OR bonuses OR job
rotation OR fringe benefits [k]

(6) Knowledge [1] Award max. 1 mark for identification of relevant 6
issue(s)

Application [1] Award max. 1 mark for a relevant reference made to

this business

Analysis [2] Award up to 2 marks for relevant development of

point(s)

Evaluation [2] Justified decision made as to whether JNK should

become more ethical

Points might include:

«  Customers may boycott the business [k] leading to lower brand
image / reputation [an] which may decrease market share [an}

« Many customers want to support ethical businesses [k] so may
be willing to pay higher prices [an] for its pottery (app] leading to
higher revenue [an]

«  Help employee recruitment/ retention [k] of 30 employees [app]
so saving cost of recruitment [an]

»  Opportunity for new sources of finance [k] would allow
increased capital from ethical investors [an] who do not want to
be linked with businesses using child labour [app] %)

«  Ethical suppliers are likely to charge more [k] leading to high)e

variable costs [an] as nat able to use low cost materials

Could lose sales to competitor [K] °
Materials purchased from unethical sources may becheap 3;:
May not be able to find suitable (ethical) suppli %
Shareholders OR owners may want higher pr f ] &

3 (a) Clear understanding [2]: the total value of ou ')
services in a country (in one year OR at a give paifit in time)
Some understanding [1]: e.g. Output of a country
OR amount of goods / services produced by a country {1]
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(b) Knowledge [2 x 1] award 1 mark for each effect 2
Points might include:
*  Lower demand / sales
« Easier to recruit employees / may need to make workers

redundant

More difficuit to raise prices / may need to reduce prices

Less likely to invest / expand

Lower profits

Spare capacity increases

Reduce levels of inventory / stock / less output

{c) Knowledge [2 x 1] Award 1 mark for each reason identified 4

Application [2 x 1] Award 1 mark for each explanation in context

Points might include:

* Change in economic conditions e.g. decrease in interest rates /
decrease in taxes / decrease in employment [k] as the country
is seeing GDP falling [app])

= Previous objectives met / business has become established [K]

* Change in competition / market / demand e.g. decrease in
demand [k] for carpets [app] OR Competitors enter market [k]
S0 survival becomes main objective again [app]

* Change in board of directors / ownership OR changing
demands of stakeholders [k]

*  Change in profit / business costs e.g. decrease in profit [k]

(d) Knowledge [2 x 1] Award 1 mark for each relevant change 6
Application [2 x 1] Award 1 mark for each relevant reference made to
this business
Analysis [2 x 1] Award 1 mark for each relevant explanation
Points might include:

Acid test

* decreased / fallen [k] by 0.2 or 0.1 [app]

Analysis could be awarded for;

* S0 may need to reduce creditors / trade payables [an]

* improve cash by selling more products / sell unwanted OR
non-current assets [an]

* may have problems paying its short-term liabilities OR may
have Jess liquidity OR may have less cash [an)

* may make it harder to obtain finance [an] \\0 g
*  suppliers may be less willing to provide goods {on credit) [an) @@/"
Profit margin @ @©

« decreased /fallen [k] by 4% [app] @D B
Analysis could be awarded for: &

c need to look for ways to increase added value [an) :\,@

« may look for ways to lower costs [an] (@ o)‘

© may increase prices [an] D 55

o may need to sell more products to maintain cuffent je%el of

profit [an) @
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(e) Knowledge [1] Award max. 1 mark for identification of relevant 6
issue(s)
Application [1] Award max. 1 mark for a relevant reference made to
this business
Analysis [2] Award up to 2 marks for relevant development of
point(s)
Evaluation [2] Justified decision made as to whether REW should
start selling its products in other countries.
Points might include:

Access to more markets OR more (potential) customers [1]
leading to higher revenue [an]

Spread risk [k} as GDP in own country faliing [app] and sales
elsewhere could make up for the shortfall in demand [an]
Greater recognition OR brand awareness [k] for its award
winning products [app]

Existing competition [k} could make it difficult to achieve high
sales [an] even though market research suggests high demand
[app]

Lack knowledge of local markets and tastes [k] about rugs [app]
so might need to spend money changing products [an]
Language barriers [K]

Exchange rates problems [K]

Tariffs [k] which could increase prices [an}]

Quotas [k] which restricts the amount of products the business
is able to sell [an] which may make it harder o meet customer
demands [an]

Transport problems OR distribution problems [K] increases
expenses / cash outflow [an]

4 (a) Clear understanding [2]: where the manager expects to be in 2
charge / control of the business and to have their orders followed
Managers takes decisions without consulting employees [2]
Some understanding [1]: €.9. Manager takes / make all decisions Or
employees have no say in decisions

(b} Application [2 x 1] award 1 mark for each source 2
Points might include:
*  own savings
+ bank loan OR overdraft
+ government grants
*  micro-finance
»  borrow from friends and family
* trade credit
+ lease / hire purchase @
(c) Knowledge [2 x 1] Award 1 mark for each reason identitiai§4-§D & 4
&

Application [2 x 1] Award 1 mark for each explanation %)
Points might include:

»

Increase sales [k] of its flowers {app]
Increase retention / customer loyalty [K] s
returning to his shop [app] % S
Help build reputation / act as free advertising /ggtommendations

[k] for this new business [app]

Opportunity for feedback / help identify customer needs [k]

Provide a competitive advantage [k] so can compete against the franchise [app]

g
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(d) Knowledge {2 x 1] Identification of relevant advantage / 6
disadvantage
Application [2 x 1] Award 1 mark for each way if relevant reference
made to this business
Analysis [2 x 1] Award 1 mark for each relevant explanation.
Relevant points might include:

Advantages:

*  More flexible OR able to extend hours [k] of the shop [app] to
maximise possible sales [an]

*  When not working no need to pay wages OR only pay for hours
worked [k] helps lower labour costs [an] which is important for a
new business [app]

*  Can help attract workers who only want to work a few hours OR

help keep workers [k]
*  Provide different skills or experience or ideas {9]
Disadvantages:

* Cantake longer / more expensive to recruit (as need more part-
time workers for each full time equivalent) [K] so takes him
away from other important jobs [an] when setting up his new
business [app]

* Can be less committed to business OR more likely to teave [k]

* May create problems when trying to offer a consistent fevel of
service [k] which doesn't help build customer relationships
[app] leading to fewer (loyal) customers [an]

*  Communication / coordination OR supervision is more difficult

(k]

(e) Knowledge [1] Award 1 mark for identification of relevant issue(s) 6
Application [1] Award 1 mark for a relevant reference made to this
business
Analysis [2] Award up to 2 marks for relevant development of
point(s)

Evaluation [2] Justified decision made as to whether George should
buy a BunchesRUs franchise
Points might include:

Reasons for:

« Help offered by franchisor [k] for training and support [app] which
saves costs [an]

o Competition [k] if does not accept franchise, someone else may
accept it leading to lower sales [an] as it may be more difficult %
for him to compete against an established brand name [an)

« Established brand name of franchise [kK] may persuade e 4
to buy from him [an] even though it is a new busines%@] >

Reasons against: %

w  Gives George less control [k] and as he didn;g\ 4

style of his old manager [app] may want the freédom tirmake
his own decisions [an) & &
« High cost [k] of $5 000 [app)] could be too@pe 5
able to afford as it's a new business {an]
@ He has experience [k] as he has worked in a flower shop [app]
so support of franchisor is less important [an]
w Has to pay percentage of sales revenue to franchisor [K]






