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Question 1

 (a) The swimming pool operated by Lakeside District Council is an example of a public 
enterprise.

  (i) Fig. 1 below shows some of the objectives of public and private enterprises. Which 
three objectives are most likely to apply to the Council’s swimming pool?

Objectives Tick three objectives most likely to apply 
to the Council’s swimming pool

To earn a profit for shareholders

To provide a service for the local community 
rather than a profit

To protect local jobs

To grow and gain economies of scale

To expand into other parts of the country

To keep prices low for people with low 
incomes

Fig. 1
  [3]

  (ii) In addition to a swimming pool, Lakeside District Council provides a range of other 
public services.

   Other than a swimming pool, identify two examples of public services provided by 
a council in your local area.

   1  ...............................................................................................................................

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

 (b) Lakeside District Council wants to recruit a new receptionist for the swimming pool. 
Explain one way in which the Council would be affected by the law when advertising 
this job vacancy.

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

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

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



3

2323/1 Jun05 [Turn over

For
Examiner’s

Use
 (c) Lakeside District Council has just finished a review of its staffing. The Council has 

decided to introduce teleworking.

  State whether each of the following is true or false.

  (i) Teleworking can allow some workers to work at home.

   True/False ..............................................................................................................[1]

  (ii) Teleworking can reduce face-to-face contact with customers.

   True/False ..............................................................................................................[1]

  (iii) Teleworking means work can be moved to cheaper premises.

   True/False ..............................................................................................................[1]
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 (d) Lakeside District Council has to work with a number of pressure groups, including trade 

unions.

  (i) Fig. 2 below shows some activities of pressure groups. Tick the two boxes that 
show examples of trade union activities.

Pressure group activities Tick if trade union activities

Fighting for animal rights

Protecting the environment

Pay bargaining

Protecting historic buildings

Improving working conditions

Fig. 2
  [2]

  (ii) A trade union representing some council workers is worried about the introduction 
of teleworking. In a letter to Lakeside District Council the trade union has threatened 
to organise a strike.

   Below are some examples of the possible costs of a strike. Which are likely to be 
costs to an organisation and which are likely to be costs to its workers? Tick the 
appropriate boxes in Fig. 3 below to give your answers. The first one has been done 
for you.

Costs of a strike To an organisation (✓) To the workers (✓)

Cash flow problems ✓

Threat of job losses

Loss of customer satisfaction

Loss of output

Loss of pay

Fig. 3
  [4]

  (iii) State and explain one way in which Lakeside District Council, as the employer, and 
the trade union could work together to prevent the strike.

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

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

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

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

     ..............................................................................................................................[3]
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     * (e) Lakeside has a growing population and Newbridge Homes Ltd wants to build 200 new 

houses in the area. An article in the local newspaper contained the following points of 
view on the issue.

  

A spokesperson for Newbridge Homes 
Ltd said:

‘This is a poor area and will mean 
more cheap housing for those on low 
incomes.’

 

A local residents’ group said:

‘This is awful – it means the loss of 
more green fields.’ 

  

The owner of a local business said:

‘This will be good for business as it will 
bring even more people and jobs into 
the area.’

 

A manager of a local transport firm 
said:

‘This will just add to the number of 
cars on the road and increase local 
congestion.’

  Using the information provided, and any other relevant factors, evaluate whether the 
Council should permit Newbridge Homes Ltd to build the new houses.

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

 ................................................................................................................................[9 + 2]

QWC
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Question 2

Luxury Cards plc is a large-scale manufacturer of high quality expensive cards for birthdays and 
other occasions.

 (a) The Finance Director of Luxury Cards plc is very worried because last year the company 
made a loss. He is also worried because in this year’s Budget, the following taxes were 
increased.

  • Income Tax was increased for those on low incomes.
  • Value Added Tax (VAT) was increased on all products.
  • Corporation Tax was increased on company profits.

  Considering all three taxes, which increase is likely to have the biggest effect on Luxury 
Cards plc? Give reasons for your answer.

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

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

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

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

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

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

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

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

 ......................................................................................................................................[6]
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 (b) Luxury Cards plc is considering buying a new production line for £3 million.

  (i) To pay for the new production line the company has the following options.

    • Selling £3 million of new shares.
    • Borrowing £3 million from the bank.

   Interest rates are expected to increase in the near future. Which option would you 
advise Luxury Cards plc to choose? Justify your answer.

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

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

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

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

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

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

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

     ..............................................................................................................................[5]

  (ii) The new production line would mean some jobs being carried out using machinery. 
This would reduce the number of workers required by Luxury Cards plc.

   Which of the following terms would best describe this reduction in the number of 
workers? Circle the correct answer.

   Dismissal Recruitment Redundancy  [1]

  (iii) Identify and explain two possible benefits to Luxury Cards plc of replacing workers 
with the new production line.

   1  ...............................................................................................................................

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

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

   2  ...............................................................................................................................

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

     ..............................................................................................................................[4] 



8

2323/1 Jun05

For
Examiner’s

Use
 (c) Luxury Cards plc is considering using recycled materials in its cards. This may improve 

its image as an environmentally friendly manufacturer. Before making a decision, Luxury 
Cards plc must consider the following.

   • Cost
   • Quality
   • Environmental image

  Should Luxury Cards plc use recycled materials in its cards? Give reasons for your 
answer.

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

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

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

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

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

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

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

 ......................................................................................................................................[5]

 (d) Luxury Cards plc is affected by the exchange rate.

  Luxury Cards plc imports ink from America to manufacture cards. One delivery of ink 
costs US$1520 to buy. The exchange rate is £1.00 = US$1.60.

  Calculate the price of one delivery of ink in pounds (£). Show your working.

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

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

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

 (e) Explain one benefit to Luxury Cards plc of a falling value of the pound (£).

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

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

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

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

 ......................................................................................................................................[3]
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 (f) Luxury Cards plc sells its cards in the UK and in the rest of the European Union.

  The European Union has increased in size as new countries have become member 
states.

  (i) Explain one opportunity to Luxury Cards plc as a result of the increase in the 
number of member states of the European Union.

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

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

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

  (ii) Explain one threat to Luxury Cards plc as a result of the increase in the number of 
member states of the European Union.

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

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

     ..............................................................................................................................[2]
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If you use the following lined pages to complete the answer to any question, the question number 
must be clearly shown.
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