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jExamtnsr

Answer all the questions in the spaces provided. o

SECTION A

1. Entrepreneurs

Explain two reasons why entrepreneurs are important to the UK economy. [4]
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2. Demand and supply

Average householdj_;l__mm&ln the UK has risen steadily resulting in some consumers making
different purchases in their food shopping. This has haﬁ an impact on the market for the sale

of branded breakfast cereals.

(@) Complete and fully label the demand and supply diagram below to show the effect of
rising incomes on the market for branded breakfast cereals, [3]

Demand and supply diagram for the branded breakfast cereals
market
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(b) Evaluate the extent to which changes in income can affect the demand for inferior.
_goods, [6]
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3. Sink or swim

Water Sports is a well-established business selling a range of sporting equipment for surfing,
swimming and canoeing. It trades from a rented hut 5n a beach in a popular tourist destination

on the Cornish coast. The business has faced increased competition and falling profits over
the |ast three years.

In 2020, Water Sports made a net profit oand its net profit margin was@? . Below
is an extract of Water Sports’ 2021 profit and 1685 account (income statement). 2

\ :

Revenue 130000
Gross profit 72450
Advertising 10000
Labouri 30200
Maintenance 2000
Rent 20000

* Advertising is paid monthly.

* Rentis paid monthly in advance.

* Labour includes overtime paid to permanent staff in busy periods.
* Maintenance includes a monthly charge plus a charge per call out.

Using the information above:

(@) Identify one example of a semi-variable cost. 1

B2

|

(b) Calculate the net profit for 2021. [2]

A2, 450 = (epo0. - 39,200 £ 2002 = 70,800 ...

EHOaso

|
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(c) Calculate the net profit margin for 2021. [2]

(o AYeI .
o.aop 00 = THEEY A<

(d) Evaluate the impact of the change in net pmf t and net profit margin on Water Sports. [6]
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4. Break-even at PB Coffee Shop

Paul and Baljit have owned PB Coffee Shop in Birmingham for just over three years. The
average price of a drink in their coffee shop is £2.35 but they are considering increasing the
average price to £3. Paul and Baljit sell an average of 8000 drinks a'month. They estimate
that the number of drinks sold will remain the-same when they.increase the-price. The owners
estimate that fixed.costs will rise by £1000 per month due to hiring a pari-time, Salaried
manager. All other costs, including variable costs of £1 per drink, are estimated to:remain the 4
same.

The break-even chart below shows the monthly total revenue, fixed costs and total costs of PB
Coffee Shop before any changes Paul and Baljit are considering.
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(a)  Using the costs and prices given on the previous page, draw and label on the
break-even chart: Tl yev=  SP % @l selu

(i) the new total revenue line. [1]

(i) the new total costs line. []

(b) Explain how these changes have affectad the break-even point. [2]
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pusker. Hhan dhe new folud coxts, ald whils.. Hea. nocker o

{c) Evaluate the usefulness of break-even to the stakeholders of a business. [10]
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SECTION B

5. Place

Armani is a fa:po.us Italian fashion brand known for designing, manujacturing, distributing
and retaili uxu y clothi orses such as ance
cosmetics. Armani uses @ﬁl{fjp I'approach to distribute its products, including nm

stores and website and throUgh ofher retailers. The Armani brand has a dominant presence in

many counfries around the world. ™ “Nrepucuien ?
Evaluate the impact on Armani of using various distribution channels. [10]

Mesttl MuLh— m dimbuhon ollaws e busiagss. to.. ..
eeuvest. Ma aduontegs . oe ol cbsimbuhon. chaunels ...
Aroaro has e doinond.. gresence Loy Leun LS
Hus oaeens. Haey. hewe. co wide coshomer bakc . Using o
websike h.seld. . puclucks . 15 punefcord. becanw sk, canaows )
a,(,( 'HA.S—J:L s hwu) obftcH/j Homselire s .: Hzcueucf Hws....

Soleh . overdcas, - ’ﬂ/\.u, art’/(,{ ,.aieL ca-if:,,. QJ'DLLUQ‘:‘.U&WM
Ak epge i€ o W agan8. gy hous. bn dee. Corcpul when.
stupp.iry...su.teok. Haa procuuck oot gok domegeet, HAs conns).

ak.an..cost . Havever becocrise k. os.dureck. rohenrs ft....
e Shmas . cincA =

= A imonl (. tha. giron wum@@}vmmun .........
in bl gz slo.pping. sienclerels. e e fs.na. sk de.. sun... .
LUMVLS&M;‘A}#UWWOMFWIWU.D& ..... SANES. Costy
Yo armeid.. . os .. b eons.. i b doesnt . Rewe. B aun odd M.
S whae thar . goods. e sdlhn.. They howe M.
cheven of. whuen . rekeoless. Ay o b Shoks Hoo . gmdids
Meanngy.. Haeg...cn.. Chea se. aheulert wabn.c. edd_eskeldoles kech .
Gavthdily /fwwry pdledicn.. o ensure. Hanil bl e s, ..
not. pub. dawn .. Haueue,. theae (5 oo nek with Husas

T

@ WJEC CHAC Ltd [AS10UHD-3)



13

100 He dhar reledars. repulttiagn. becowes bl Muern Avrscns s,

gow{.&/ Iamumpvfaﬁmwﬂbe%d&fmehmgwﬁnaxm@

&{Wmm relewmgmkc A profk su%bt@

.....

Additional space for Question 5 only. ACMANA/S gﬂaé«{!..ﬁﬂ”&.g\g#tm‘ﬂq

selding, Cpncﬁ“bﬁ,scfa—umﬁrwws Sthes ronveiane. haseud .
‘ =¥ Al Ce

cooh . Howewer Appaon. loses. cankel b haw. Hati pimcdichn..

are. Aisploged..ond.. poteniia ey how Fhay. ace pnd = mecany....

Houe _beoneintage s in Hns houncls. o dbar celonless . fs weld ay,.
Hus, Atoaovi doesnt. Moo 6. e relalus we dlso Shockmg, .
Mawic .{awﬁdth_spmd&a&wwm,% Moy haosc fo......
repose sade b rebesles (g Hasy Shoe ot Egnelidors wiuen
wnld give Hem Ho cpypen b adwalege p agiud -

.Sd,(}@ J—L\ﬂ?)utf{,\ a eleler Jowes OFpaorv He colf g
dUiytibuh'on on Fhe o end wikida Hxﬂ e ek e -
Al he Aoy Heogtd s — Hod levves Hwr carte
o ureades Hhar paofads wivth g Flsn Mcee TN
f"f»\r»J—'H«uUL, nvld el Asurhote in U, [)Q\)JNJF — re Ave)f

Ovetlld ;[ 4lvnds Usingy mulh— dhonned sbapnhen s
%""5“'* wely oF bfbaﬂ(.w“'my Armon s CUSHO (ML (eaCh /p: ‘
were b enly st dbrect Ashnp Vhen Haen Fhey wevlt reac,

L3S comgumus eneh also muss wt on o Lok prrhse of

AO4 3

refeclys wha  wsvally Know e movked echremely weld .

AO1 3

i

AT o
AT Z

& WIET CBAG Lid (ASIDUTD-1) Turn over.

Examiner
only



14

6. Cash flow

Nisha has been running a gift shop for the last 2 years. She has produced the cash flow
forecast below based on last year's trade.

Nov Dec Jan Feb Mar Apr
£ £ £ £ £ £
Total cash inflows 6500 7500 6000 5500 5000 5000
Total cash outflows 7500 8850 6825 6400 6725 6225
Net cash flow (1000) 0] (825) (900) | (1725 | (1 225)
Opening balance 5450 4450 3100 2 ;5; 1375 (350)
Closing balance 4450 3100 2275 1375 (350) (ii)

(a) Calculate:

e

(oS B —taalid

comt pln & YN ferfren Clroaunal hene

(i) Closing balance for April.

=2 (us) + (3so) =

(i} Netcash flow for December.

L3500 - 580 . =

—

Os1§)

&

—

=350« (#135‘0)

@

(1]

i

preducied woong > indtluhy & peny dupPv s [eeplagees [loens ~clo g lewm
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(b)

Explain the potential limitations to a business of cash flow forecasting.

[6] W
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7. Managing productivity at Tread Carefully BLhH oy

Tread Carefully is an established business that[groduces and supplies tgras to a variety of

major vehicle manufacturers in the UK and Europe.

In 2019, the owners calculated pacity utilisation of the business to b. Production
levels for 2 ve averag 400 tyres a month. The maximum production capacity of the
factory ix@50000)tyres a year.

Over the last three years, Tread Carefully has doubled its number of employees eople.

Recently, employees indicated their dissatisfaction with their managers about the lack of
commu'nicg'sgg glth them as the business has_grown. Employees also feel that their views are
not co : d their responsibilities are unclear.

The owners want to introduce management by objectives (MBO) as a method to improve

their approach to setting targets for employees and to form part of its newﬂﬂ&r&isﬂ_
system. The owners also want managers to be more aware of how they are managing Their

staff and have recently paid a consultant to deliver a session on improving performance, which 7
included information on McGregor’s theory X and theory Y.
(@ (i) Calculate the capacity utilisation for 2020. [2)
LESCOC0 S T 2 BTS00

. XA 1 & SR TLY DN t.: o LS 7 W
oo T T G

Te

(i)  Explain the impact of this change in capacity utilisation to Tread Carefully. 2]
Thar (padly wBUsahon has. ayen kw2l from SF7.
o 86X 0 .. Thud 154 smatdd Ahrease et (b tascns.....
Hhay ot desubo. Aer. i) copaly  and. paoce af Hewor. capiy,

g onk -
(b) Describe McGregor's theory X and theory Y. [4]
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() Explain the advantages and disadvantages to Tread Carefully of using management by
objactive{‘(_M_BDB (6]
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8.

Operations management and technology

Evaluate the importance and impact of using technology In the operations of a business.  [10]
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