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Answer all the questions in the spaces provided.

1.	 Pascoe Ltd is a medium-sized business that offers its UK customers a variety of web design and 
printing services. As with most new start-ups, the first few years of trading were difficult. Before 
it started trading, the three owners of Pascoe Ltd used their own funds to purchase premises, 
which included offices and a large building for printing. The main aim of the business during this 
time was to survive.

	 Due to an increase in market share over the last year, the three owners have decided to expand 
by opening a second office and printing space in Paris. This will allow the business to branch 
out into new markets across Europe. All the owners have limited liability and have decided to 
invest more of their own funds into the business. They will also need to find other sources of 
finance to allow the expansion to take place.

	 (a)	 Explain one benefit to business owners of having limited liability.� [2]
	

	

	

	

	 (b)	 Apart from survival, identify two aims of a start-up business.� [2]

	

	

	

	

	 (c)	 Consider the most appropriate sources of finance for Pascoe Ltd’s expansion.� [10]
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2.	 Arjun, the owner of a small air-conditioning business, sold and fitted 100 reconditioned 
commercial air-conditioning units in the month of July. He purchased the second-hand units 
from a website specialising in stock acquired from failed businesses. He paid £85 for each 
second-hand unit purchased and sold them for £300, with the fitting costs included in the price. 

	 The cost for his business rent and rates for the month of July was £2 500. He also paid £50 to a 
contractor to clean and recondition each unit before selling and fitting them. 

	 (a)	 (i)	 State the formula for calculating total costs.� [1]

	

	

	

	 (ii)	 Calculate Arjun’s profit for the month of July. (Show your workings) � [4]
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	 Arjun would like to improve his profit and is considering the following options:

Option Costs/Savings

A Arjun has found a different supplier of second-hand 
air conditioning units. Saving £10 per unit

B Arjun is considering charging for a fitting cost extra 
to his £300 selling price. £30 per unit

C Arjun is considering cleaning and reconditioning the 
second-hand air conditioning units himself. Saving of £50 per unit

D Arjun has found smaller and cheaper out of town 
premises where he could locate his business.

£2 000 for rent and rates 
per month

	 (b)	 With reference to all the information provided, discuss the options available to Arjun to 
improve profit.� [8]
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3.	 Charlie will soon be starting up a small restaurant in her busy home town. She understands the 
importance of carrying out primary and secondary market research to identify the needs of 
her potential customers. She has therefore set aside £500 to carry out market research.

	 (a)	 State, with the use of examples, the meaning of both primary and secondary market 
research.� [4]

	

	

	

	

	

	

	

	

	

	

	 (b)	 Analyse the issues Charlie should consider when selecting the most appropriate method 
of market research. � [6]
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	 Once Charlie’s market research has been collected and analysed, she will use market 
segmentation to help her attract customers. She intends offering both adult and children’s 
menus at affordable prices. She wants to provide her customers with Wi-Fi and a takeaway 
service, and plans to have a function room to hire out for special occasions.

	 (c)	 (i)	 State what is meant by market segmentation.� [1]  

	

	

	 (ii)	 Identify two possible market segments for Charlie.� [2]

	

	

	 (iii)	 Explain how market segmentation can help a business attract customers.� [2]

	

	

	

	

15
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4.	 UK entrepreneurs create successful enterprises recognised all over the world. They overcome 
the many challenges presented by the different levels of competition that exist within each 
market, ranging from perfect competition to monopolies.

	 Despite such an unstable business environment the message throughout 2018 was that 
entrepreneurs are defying expectations, demonstrating confidence and pursuing growth. With 
51 % reporting higher levels of confidence compared to 2016, entrepreneurs continue to put 
growth high on their list of priorities during 2018.

Adapted from Financial Times October 2018

	 (a)	 Outline two features of perfect competition. � [2]

	

	

	

	

	 (b)	 Evaluate the impact of entrepreneurs on the UK economy. � [6]
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