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Answer all questions.

Read and use Data A to help you answer Questions 1 to 4.

Data A

Vanessa had been good at Art when she was at school.  She had been involved in 
running a mini-enterprise as part of her Business Studies course.  The business made 
candles.  Vanessa had been surprised by the variety of different customers who placed 
orders with her.  When she left school, Vanessa still had the candle-making equipment at 
home.  This seemed like an ideal opportunity to get started and to achieve her ambition 
of running her own business.

Vanessa decided to work from home, where there was a small shed in which she could 
keep the equipment and process her orders.  She contacted local churches and other 
places of worship.  These customers soon started placing regular orders and this allowed 
her business, which she decided to call Candles-4-all, to make a small profi t.  When 
Vanessa had considered starting her own business, she had decided that she wanted to be 
a sole trader.

 1 Explain two possible benefits to Vanessa of being a sole trader.
   

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

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

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

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

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

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

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

 ......................................................................................................................................................
(4 marks)

  (Extra space)  ...............................................................................................................................
   

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

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

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

    ____
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 2 As the number of customers increased, Vanessa decided to set new objectives for 
Candles-4-all.

  Explain two possible objectives that Vanessa might choose.
   

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

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

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

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

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

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

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

 ......................................................................................................................................................
(4 marks)

  (Extra space)  ...............................................................................................................................
   

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

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

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

 ......................................................................................................................................................
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 3 Vanessa considered expanding and moving Candles-4-all into the local business park.  She 
believed that the local community would welcome this expansion and the external benefits 
that it would bring.

  Explain what is meant by ‘external benefits’.  Use the possible expansion of Candles-4-all in 
your answer.

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

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

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

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

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

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

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

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

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

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

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

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

(6 marks)

  (Extra space)  ...............................................................................................................................
   

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

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

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

 ......................................................................................................................................................
____
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 4 Vanessa was aware that there were risks involved in running her own business and moving 
to a new site.

  Explain one possible risk to and one possible reward for Vanessa of moving her business to 
the business park.

  Risk  ..............................................................................................................................................
   

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

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

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

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

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

  Reward  .........................................................................................................................................
   

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

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

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

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

 ......................................................................................................................................................
(6 marks)

  (Extra space)  ...............................................................................................................................
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 ......................................................................................................................................................
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Read and use Data B to help you answer Questions 5 to 7.

Data B

After three years of working from home, Vanessa did decide to expand her business.  
She now rents a small industrial unit at the local business park.  She has continued to 
concentrate on supplying candles to churches and places of worship but is fi nding it 
increasingly hard to compete with cheap foreign imports.  As a result of this, she is 
considering also producing more expensive fl oating and scented candles.  This would 
allow her to target different market segments.  In addition, she is also thinking about 
selling in Europe.
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 5 Before making a decision on selling in Europe, Vanessa has decided to undertake some desk 
research.

  Describe two suitable methods of desk research that she could use.
   

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

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

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

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

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

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

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

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

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

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

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

 ......................................................................................................................................................
(6 marks)

  
  (Extra space)  ...............................................................................................................................  
   

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

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

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

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

 ......................................................................................................................................................
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 6 In order to promote her floating and scented candles to the UK market, Vanessa is 
considering:

  setting up a web-site
  advertising in suitable newspapers or magazines.

  Compare the advantages and disadvantages of each of these methods of promotion.
  Recommend to Vanessa which method would be better for Candles-4-all.
   

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

 ......................................................................................................................................................
(12 marks) ____
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 7 If Vanessa decides to launch her new range of floating and scented candles she will have to 
consider who her new customers are likely to be.

  She could either aim her products at the market as a whole or she could choose to target 
certain market segments.

  Compare the advantages and disadvantages of targeting different market segments and advise 
Vanessa whether or not she should target different market segments or the market as a whole.

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

(12 marks) ____
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Read and use Data C to help you answer Questions 8 and 9.

Data C

Vanessa has just received her latest set of accounts.  
A summary of these accounts is set out below.

Profi t and Loss Account
For the year ended 31 March 2008

Sales Revenue     £120 000
Gross Profit       £40 000
Expenses       £30 400
Net Profit         £9 600

Balance Sheet
As at 31 March 2008

Fixed Assets       £30 000
Stock       £25 000
Debtors       £10 000
Cash         £5 000
Current Liabilities       £20 000
Capital Employed       £50 000

 8 Calculate the following ratios for Vanessa’s business.  You should show all your working.

 8 (a) Net Profit to Sales Ratio
   

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

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

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

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

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

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

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

 .............................................................................................................................................
(4 marks)
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 8 (b) Acid Test Ratio
   

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

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

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

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

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

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

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

 .............................................................................................................................................
(4 marks)

  (Extra space)  ......................................................................................................................
   

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

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

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

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

Question 8 continues on the next page
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 8 (c) Comment on the figures shown in the accounts.
  Discuss whether or not Vanessa should be pleased with the results.
  Give reasons for your answer.
   

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

 .............................................................................................................................................
(8 marks)

  (Extra space)  ......................................................................................................................
   

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

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

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

 .............................................................................................................................................
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  9 In order to produce the floating and scented candles, Vanessa needs to buy additional 
equipment.  This will cost £10 000.

  
  She is considering two options for financing the purchase:
  a bank loan
  using the profits she has saved up over a number of years.

  Discuss the advantages and disadvantages of each option and advise Vanessa which is the 
better method of financing the equipment that she needs.

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

   
 ......................................................................................................................................................
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Read and use Data D to help you answer Question 10.

Data D

Vanessa will produce her new range of floating and scented candles using batch 
production.  These candles will come in a variety of colours and scents.  The market 
she is entering is very competitive.  She currently has a very good reputation for the 
quality of her existing products.  This gives her some confidence that she will be able to 
establish herself in this new market.

 

(14)
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 10 As her method of quality control Vanessa currently checks each batch of products on 
completion.

  Discuss whether this is the best method of maintaining her good reputation for quality.
   

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

 ......................................................................................................................................................
(12 marks)
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