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1 Khan Clothing Ltd manufactures a range of clothing. The company’s products are sold to
other businesses such as retailers. Khan Clothing Ltd is profitable but has cash flow
problems. The Managing Director, Imran, is concerned about the large sum of money owed
by debtors. He is not sure how to deal with the problem. He could arrange a bank overdraft,
as suggested by his accountant. Imran thinks that a long term loan might be more suitable.

(a) (i) Explain what is meant by debtors.

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

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

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

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

(ii) How can a profitable business have cash flow problems?

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

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

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

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

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

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

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

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

(b) (i) What is an overdraft?

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

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

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

.............................................................................................................................. [2]
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(ii) What would you advise Imran to do about the cash flow problem? Explain your
answer.

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

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

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

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

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

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

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

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

Table 1 is a summary of Khan Clothing Ltd’s Balance Sheet for 2003 (end of November).

Table 1

$
Fixed assets 800 000
Current assets 1200 000
Current liabilities 1500 000
Net assets 500 000
Financed by

Long term liabilities 400 000
Shareholders’ Funds ?

(c) (i) Calculate the value of the shareholders’ funds of the business.

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

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

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

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

(ii) For Khan Clothing Ltd give an example of (a) a fixed asset and (b) a current asset.

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

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

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

.............................................................................................................................. [2]
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(iii) The company’s bank manager asked to see the balance sheet. Why do you think
he would find this useful? Use Table 1 to support your answer.

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

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

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

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

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

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

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

.............................................................................................................................. [4]
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2 Ginola Ltd is a company which produces a range of high quality sports equipment. David,
the Chairman of the company, told the marketing department to research into people’s
leisure activities. Table 2 shows information that they gathered from a survey of 2000 people
aged between 15 and 40.

Table 2

% taking part in each activity
Men Women

Football 20 1
Swimming 15 22
Tennis 10 27
Golf 12 5
Running 13 30

(a) (i) Explain how Ginola Ltd might use this market research information.

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

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

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

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

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

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

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

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

(ii) Draw a bar chart to show the percentage of men and women taking part in tennis
and golf.

[4]
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(b) David thinks that it would be a good idea to charge a price lower than his competitors.
Explain why this policy might not be a good idea.

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

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

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

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

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

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

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

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

(c) (i) Give two examples of promotional methods that David could use for sports
equipment.

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

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

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

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

(ii) Why is promotion an important part of the marketing mix for a product?

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

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

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

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

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

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

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

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

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

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

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

.............................................................................................................................. [6]
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3 The Snack Factory produces a variety of sweets and chocolate products. They use flow
production methods making use of the latest technology. The management believe that such
methods help reduce costs. Anesh Batal is a trainee manager. He is finding out about the
costs of the business. 

(a) Explain what is meant by:

(i) variable cost,

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

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

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

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

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

.............................................................................................................................. [3]

(ii) unit cost.

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

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

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

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

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

.............................................................................................................................. [3]

(b) Why might the business’ production methods lead to low costs?

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

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

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

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

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

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

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

..................................................................................................................................... [4]
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(c) Table 3 gives some cost data that Anesh gathered.

Table 3

Output level (units per week) 10 000 20 000 30 000 40 000
Unit cost $3.5 $3 $2.9 $3.1

Explain why the unit cost rises when output is above 30 000 units per week.

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

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

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

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

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

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

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

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

(d) The Human Resources manager at the factory was concerned that staff motivation had
fallen since the new production lines had been introduced. Explain two possible
methods of dealing with this problem that the manager could use.

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

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

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

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

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

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

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

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

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

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

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

..................................................................................................................................... [6]

For
Examiner’s

Use

© UCLES 2004



9

0450/01/O/N/04 [Turn over

4 Electro plc is a very large company. It manufactures a wide range of products. Its sales were
valued at $500 million in 2003 and it employed 260 000 people in its world-wide operations.
Table 4 shows the percentage of its sales in different world markets.

Table 4

Electro plc % of Sales Revenue, 2003

America 40%
Europe 25%
Asia 20%
Africa 15%

(a) (i) Why could Electro plc be described as a multinational company?

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

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

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

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

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

.............................................................................................................................. [3]

(ii) Calculate the value of Electro plc’s sales to America in 2003.

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

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

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

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

(iii) What benefits might a multinational company bring to the countries in which it
operates?

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

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

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

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

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

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

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

.............................................................................................................................. [4]
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(b) (i) Draw an organisational chart for a large manufacturing business such as Electro
plc.

[5]

(ii) Explain what is meant by the span of control in an organisation.

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

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

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

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

(iii) Is a wide span of control always a problem for a business? Explain your answer.

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

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

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

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

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

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

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

.............................................................................................................................. [4]
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5 Anna Currie is the Managing Director of Global Travel Ltd, which organises and sells
holidays. ‘Technological change is having a large impact on our business. For example, we
sell more holidays on the internet than from our travel agency shops. Not everyone in society
benefits from these changes though. There are social costs as well. We had to close ten of
our travel agency shops last year. The company has high overhead costs and we have to sell
a lot of holidays just to break even.’

(a) Explain two advantages that e-commerce has given to businesses such as Global
Travel Ltd.

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

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

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

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

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

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

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

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

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

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

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

..................................................................................................................................... [6]

(b) (i) Explain one reason why sales of holidays from the travel agency shops of Global
Travel Ltd have fallen.

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

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

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

.............................................................................................................................. [2]
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(ii) Do you think that private sector businesses should have social responsibilities?
Explain your answer.

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

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

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

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

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

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

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

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

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

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

(c) (i) What is meant by an overhead cost?

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

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

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

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

(ii) Explain why overheads might be a problem for a company such as Global Travel
Ltd.

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

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

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

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

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

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

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

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

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

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