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Marc, Peter and Stanislav own ‘The Pot Place’ which produces garden pots.
(a) The pots are produced using the following inputs:

Marc, Peter and Stanislav’s business expertise
pot makers (potters)

factory space

kilns for making the pots.

Match each of these inputs to the appropriate factor of production in Fig. 1 below.

Factor of production Input
Capital
Enterprise
Labour
Land
[4]
Fig. 1
(b) Marc has drawn up a budget summary for the coming year.
Financial Forecast for 2011
£
Revenue from selling pots 650000
Other revenue 120000
Variable costs 550000
Promotion expenditure 50000
Other fixed costs 200000
Net Profit
Fig. 2
(i) Using an example other than promotion, explain what is meant by fixed costs.
...................................................................................................................................... [2]
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(ii) Using Fig. 2 calculate the net profit. Show your working.

(c) Inorder to increase the sales of pots, Peter and Stanislav are considering the following:

e spending more on advertising
*  reducing prices.

Choose a business you have studied.
NAME OFf DUSINESS ...ttt e e e e e e e e e e e e e e e e n e e e e e e e e aannes

Discuss whether spending more money on advertising or reducing prices would be the best
way for your chosen business to increase sales.

[Total: 16]
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Sue makes jars of jam, chutney and cooking sauce at home to sell at local markets. She has now
received a large order from a major retail shop.

(@) Sue must decide whether to remain a sole trader or set up as a private limited company.

(i) What is meant by the term sole trader?

(ii) What is meant by the term private limited company?

(b) Discuss whether Sue should remain a sole trader or change her business to a private limited
company.
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(c) If Sue decides to change from sole trader to private limited company, explain one difficulty
she might face.

(d) Sue uses batch production to make the jars of jam, chutney and cooking sauce. Explain two
disadvantages to Sue of using batch production.
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*(e) As aresult of receiving the large order from a major retail shop, Sue is thinking about moving
production to a small factory. Recommend to Sue whether or not the move is a good idea.
Give reasons for your answer.

[Total: 22]
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Lan is the Managing Director of Plumpton Services plc which supplies office equipment and IT
services to a large number of organisations.

(a) Explain the role of a Managing Director.

(b) Lan believes that her business works best with a tall hierarchical structure.

(i) What is meant by a hierarchical structure?

(ii) Discuss whether being part of a tall hierarchical structure would motivate the workers at
Plumpton Services plc.

[Total: 10]
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4 Emmais the Director of Fedcam Trust, a charity involved in education in East Africa.

(@) Fedcam Trust is in the tertiary sector of the economy.
Explain why Fedcam Trust is part of the tertiary sector.

.............................................................................................................................................. [2]
(b) Emma needs to contact Fedcam Trust’s external stakeholders.
(i) Identify two possible external stakeholders of Fedcam Trust.
1 e e et e e oo ———eeeeeeeeeee———eeeeeeeeeeaai—teeeeeeeeeaaaaaaa—eeeeeeeeaaaaar—araeaeeeeaaanrraeees
2 e eeeeeeeeeeeieeeeeeeeeeeeieeissesseseeseeeesessssseeeeeeeseiesisststeeeeeeeeaaairrreeeeaeeaaaans [2]

(ii) For one of these stakeholders, explain one reason why Emma, as the Director, might
wish to contact them.

0] P21 =] a1 (o =] T

EXPIANGATION ..o e e e e e e e e e aane
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(c) The Marketing Manager of Fedcam Trust has decided to spend more money on market
research.

Choose a business you have studied.

Name of business

Discuss whether your chosen business would benefit from spending more money on market
research.

[Total: 12]
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