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SECTION A
Answer ALL the questions in this section.

Write the letter of your chosen answer in the box and then explain your choice in the space
provided.

You should spend 30 minutes on this section. Use the data to support your answers where
relevant. You may annotate and include diagrams in your answers.

1 (a) Tata Steel uses Total Quality Management (TQM) in its steel production processes.

Which one of the following is likely to increase as a result of Tata Steel using TQM?

Empowerment
Wastage levels

Labour turnover

O Nn w >

Stock levels
Answer

(b) Explain your answer.

(Total for Question 1 = 4 marks)

P 4 2 1 3 6 A 0 2 1 6



2 (a) The model of perfect competition is at one end of the spectrum of competition.

Which one of the following is a characteristic of a perfectly competitive market?

A Several large firms dominating the market
B Homogeneous products
C Non-price competition

D High barriers to entry
Answer

(b) Explain your answer.

(Total for Question 2 = 4 marks)

3
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3 (a) Goodfella’s Pizza use mass production techniques to produce more than
150 million frozen pizzas a year. This helps the company to achieve economies of
scale.

Economies of scale for Goodfella’s are most likely to lead to a decrease in

A output levels
B total costs
C average costs
D

profitability
Answer

(b) Explain your answer.

(Total for Question 3 = 4 marks)

P 4 2 1 3 6 A 0 4 1 6



4 (a) Between 2005 and 2011, labour productivity in the UK grew on average by less
than 1% compared to 10% in China.

Labour productivity is measured by

hours worked per worker
output per worker in a fixed time period

the knowledge and skills of a workforce

O Nn ©w >

the level of motivation of a workforce
Answer

(b) Explain your answer.

(Total for Question 4 = 4 marks)

5
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5 (a) There has been significant structural change in the UK economy in recent years.

Which one of the following is an implication for UK business resulting from this
structural change?

Increased opportunities in the knowledge economy
A reduction in employment in all industries

Reduced uncertainty

O Nn ©w >

An increase in demand for all goods and services
Answer

(b) Explain your answer.

(Total for Question 5 = 4 marks)

P 4 2 1 3 6 A 0 6 1 6



6 (a) In August 2011, Primark cut the price of its clothing by 20% which led to clothing
sales increasing by 40%.

Calculate the price elasticity of demand for Primark’s clothing.

-0.25
-0.5
-1.0

O Nn ©w >

-2.0
Answer

(b) Explain your answer (show your workings).

(Total for Question 6 = 4 marks)

TOTAL FOR SECTION A =24 MARKS
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SECTION B
Answer ALL the questions in this section.
You are advised to spend 45 minutes on this section.
Evidence A

Number of businesses on eBay turning over a million expected to surge

=

The number of UK businesses turning over more than a million
pounds on eBay is set to increase by 25% in 2011. eBay expects
the number of million pound businesses to rise to 159, with
growth being driven by fashion, cars, and electronics. Most of
these businesses boosted their export sales to the USA and
Europe due to a weaker pound. Many of these businesses

are based in large cities such as London, Birmingham and
Nottingham which have high levels of unemployment.

iR

(Source: adapted from http://www.thisislondon.co.uk/standard-business/article-23981377-number-of-
ebay-millionaires-expected-to-surge.do)

Evidence B
Small is beautiful in the new capitalism

There is a new trend in corporate culture - to keep things simple, passionate and on a
human scale. So why did Joe Corre walk away from his empire of 46 Agent Provocateur
designer clothing shops to run a scruffy, independent shop in East London? “As the
pressure to increase profits grew, we were manufacturing clothes in cheaper and cheaper
locations. Agent Provocateur didn’t stand for much at the end of the day and if I'm going
to produce something, it should do something really good.” said Corre.

According to Corre, doing good is supporting the remains of Britain’s manufacturing
industry and using otherwise wasted resources. For his menswear boutique, ‘A Child of
the Jago, he has launched a clothing range for which he produces small batches of 3 to
60 pieces out of old fabrics. The clothes are all made within five miles of his shop using
short product development lead-times.

These days more and more companies are setting up micro businesses* that deliver a
more personal, differentiated experience - far from mass production with its hunger for
profit.

Deborah Meaden, from the BBC's Dragons’ Den, recently acquired Fox Brothers, an
“unprofitable” woollen mill that produces top quality cloth. “It’s a very nice feeling to be
in a small, niche business - nice to know you're not going for huge numbers” Meaden
explains. “We've seen what'’s happened with a huge boom, and now people are asking
what life is really about” The answer, says Meaden, is that consumers want quality and
individuality: “Things that are hard to come by". Fox Brothers supplies the finest wool and
cashmere to London’s famous Savile Row tailors and top fashion houses.

* The European Commission defines a micro business as one which has fewer than ten
employees and a turnover or balance sheet total of less than €2 million.

(Source: adapted from Katie Antoniou, The Sunday Times, 28 March 2010)

P 4 2 1 3 6 A 0 8 1 6
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7 Explain why the ‘weaker pound’ may have helped to boost exports from UK
businesses using eBay (see Evidence A, lines 4-6).

(Total for Question 7 = 4 marks)

8 Explain why high profits can act as a signal to enter a marketplace such as eBay.

(Total for Question 8 = 4 marks)

9
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9 Analyse two ways in which businesses selling on eBay might be affected by increased
unemployment in large cities.

(Total for Question 9 = 6 marks)

10
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10 Analyse two reasons why ‘micro businesses’ such as ‘A Child of the Jago’ are able to
survive in industries dominated by large businesses.

(Total for Question 10 = 8 marks)
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11 Assess two methods the fashion business ‘A Child of the Jago’ could use to reduce
uncertainty caused by macroeconomic change.

Method 1

12
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Method 2

(Total for Question 11 = 10 marks)

13
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Fox Brothers is currently unprofitable.

*12 Evaluate two possible strategies Fox Brothers might adopt in order to become
profitable.

Strategy 1

14
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Strategy 2

(Total for Question 12 = 14 marks)

TOTAL FOR SECTION B = 46 MARKS
TOTAL FOR PAPER =70 MARKS

P 4 2 1 3 6 A 01 5 1 6



BLANK PAGE

16

P 4 2 1 3 6 A 01 6 1 6





<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


