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• Write your answer to each question in the space provided.
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EQR owns 150 cafes. It sells a range of drinks including coffee. Being ethical is important to EQR.
The Managing Director has been analysing EQR’s statement of financial position. The business

1

has the objective to increase its 6%market share. TheManaging Director plans to grow the business
by selling franchises for $85000. She is also considering ways to increase added value.

Define ‘market share’.(a)

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

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

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

........................................................................................................................................... [2]

Define ‘statement of financial position’.(b)

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

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

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

........................................................................................................................................... [2]

Outline two ways EQR could increase added value.(c)

Way 1: ...............................................................................................................................

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

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

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

Way 2: ...............................................................................................................................

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

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

........................................................................................................................................... [4]
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Explain two advantages to EQR of selling franchises as a way to grow its business.(d)

Advantage 1: ....................................................................................................................

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

Explanation: ......................................................................................................................

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

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

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

Advantage 2: ....................................................................................................................

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

Explanation: ......................................................................................................................

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

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

........................................................................................................................................... [6]

Do you think a business being ethical will always lead to lower profits? Justify your answer.(e)

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

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

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

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

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

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

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

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

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

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

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

........................................................................................................................................... [6]
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Kemala makes high-quality beauty products. Demand for her best-selling hand cream is price
inelastic. She advertises her products in specialist beauty magazines. Kemala is analysing her

2

income statement. An extract is shown in Table 2.1. She said: ‘When I started my business, I did
not understand why cash is important’.

Table 2.1

Extract from Kemala’s income statement 2021 ($000)

480Revenue

192Gross profit

72Profit for the year

Define ‘revenue’.(a)

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

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

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

........................................................................................................................................... [2]

Calculate Kemala’s profit margin. Show your working.(b)

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

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

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

........................................................................................................................................... [2]

Outline two reasons why cash is important for Kemala’s business.(c)

Reason 1: .........................................................................................................................

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

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

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

Reason 2: .........................................................................................................................

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

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

........................................................................................................................................... [4]
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Explain two possible reasons why demand for Kemala’s best-selling product is price inelastic.(d)

Reason 1: .........................................................................................................................

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

Explanation: ......................................................................................................................

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

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

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

Reason 2: .........................................................................................................................

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

Explanation: ......................................................................................................................

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

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

........................................................................................................................................... [6]

Do you think advertising in specialist magazines is the best way for a business to promote
high-quality products? Justify your answer.

(e)

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

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

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

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

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

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

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

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

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

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

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

........................................................................................................................................... [6]
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DBG is a construction company. It builds hospitals, roads and schools. DBG has 2000 employees.
Managers use a democratic leadership style. They know effective internal communication is
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important. DBG plans to change its organisational structure.This will lead to some employees being
made redundant. The Managing Director has to decide how changes in government spending might
affect business activity.

Identify two reasons why effective internal communication is important for a business.(a)

Reason 1: .........................................................................................................................

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

Reason 2: .........................................................................................................................

........................................................................................................................................... [2]

Define ‘organisational structure’.(b)

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

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

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

........................................................................................................................................... [2]

State four factors a business should consider when deciding which employees to make
redundant.

(c)

Factor 1: ...........................................................................................................................

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

Factor 2: ...........................................................................................................................

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

Factor 3: ...........................................................................................................................

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

Factor 4: ...........................................................................................................................

........................................................................................................................................... [4]
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Explain two advantages to DBG of its managers using a democratic leadership style.(d)

Advantage 1: ....................................................................................................................

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

Explanation: ......................................................................................................................

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

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

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

Advantage 2: ....................................................................................................................

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

Explanation: ......................................................................................................................

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

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

........................................................................................................................................... [6]

Do you think all businesses benefit from an increase in government spending? Justify your
answer.

(e)

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

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

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

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

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

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

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

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

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

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

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

........................................................................................................................................... [6]

[Turn over11_0450_12_2022_1.13© UCLES 2022

7



TYA is a limited company which manufactures 300000 cars a year. It has 600 employees. TYA
has high fixed costs. The Managing Director wants to improve efficiency in the factory. He said:

4

‘Globalisation is changing how businesses operate. Manymanufacturing businesses are considering
whether to relocate their operations to other countries.’

Define ‘globalisation’.(a)

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

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

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

........................................................................................................................................... [2]

Identify two examples of fixed costs.(b)

Example 1: ........................................................................................................................

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

Example 2: ........................................................................................................................

........................................................................................................................................... [2]

Outline, with reference to TYA, the difference between a limited company and an unincorporated
business.

(c)

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

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

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

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

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

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

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

........................................................................................................................................... [4]
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Explain two methods TYA could use to increase efficiency.(d)

Method 1: ..........................................................................................................................

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

Explanation: ......................................................................................................................

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

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

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

Method 2: ..........................................................................................................................

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

Explanation: ......................................................................................................................

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

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

........................................................................................................................................... [6]

Do you think legal controls are the most important factor for a manufacturing business to
consider when deciding which country to locate its operations in? Justify your answer.

(e)

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

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

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

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

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

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

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

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

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

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

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

........................................................................................................................................... [6]
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