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1  Leo owns a garage in the centre of a town located in country A. The garage has a lot of 
stock of cars for sale. It also sells petrol and has a shop selling a wide range of food. ‘Petrol 
is a loss-leader for my garage’ said Leo. ‘Most of my profit comes from selling cars and I am 
looking for ways to increase the profits of the rest of my business.’

 (a)  What is meant by a loss leader? 

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

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

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

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

 (b)  Identify two overhead costs that you think Leo’s garage would have to pay.

Overhead 1: ......................................................................................................................  

Overhead 2: .................................................................................................................  [2]

 (c)  The Government in country A has raised interest rates. Explain the impact that this 
increase might have on the profits of Leo’s garage. 

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

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

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

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

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

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

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

 .....................................................................................................................................  [4]
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 (d)  Identify and explain three ways in which Leo could promote his business. 

Way 1: ...............................................................................................................................  

Explanation: ......................................................................................................................  

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

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

Way 2: ...............................................................................................................................  

Explanation: ......................................................................................................................  

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

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

Way 3: ...............................................................................................................................  

Explanation: ......................................................................................................................  

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

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

 (e)  Although Leo’s business is profitable it has a cash flow problem. Recommend two 
methods that Leo could use to help solve the problem. Justify your recommendations.

Method 1: ..........................................................................................................................

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

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

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

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

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

Method 2: ..........................................................................................................................

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

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

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

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

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



4

© UCLES 2010 7115/11/O/N/10

For

Examiner’s

Use

2  Suki is the manager of a department in a large retail shop. Her job is varied and she is 
responsible for the recruitment and motivation of the staff who work in her department. Suki 
enjoys her job but sometimes finds it hard. ‘Finding the right staff is difficult and motivating 
some of them is almost impossible!’ she said. 

 (a)  Identify two examples of fringe benefits that shop workers are likely to receive.

Fringe benefit 1: ................................................................................................................  

Fringe benefit 2: ...........................................................................................................  [2]

 (b)  Identify two reasons why recruiting shop workers might be difficult.

Reason 1: .........................................................................................................................

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

Reason 2: .........................................................................................................................

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

 (c)  Identify and explain two reasons why shop workers might lack motivation.

Reason 1: .........................................................................................................................

Explanation: ......................................................................................................................

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

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

Reason 2: .........................................................................................................................

Explanation: ......................................................................................................................

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

 .....................................................................................................................................  [4] 
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 (d)  Suki is also responsible for making sure that workers follow Health and Safety laws in 
her department. Identify and explain three ways in which such laws might help protect 
employees and customers.

Way 1: ...............................................................................................................................

Explanation: ......................................................................................................................

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

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

Way 2: ...............................................................................................................................

Explanation: ......................................................................................................................

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

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

Way 3: ...............................................................................................................................

Explanation: ......................................................................................................................

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

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

 (e)  The sales of the shop have fallen recently. The management think that costs must be 
cut. Two suggestions have been made to do this:

  • Make 50% of the shop workers redundant
  • Reduce the hours of all shop workers by 50%.
  Which one of these two options do you think the management should choose? Justify 

your recommendation. 

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

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

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

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

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

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

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

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

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

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

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

 .....................................................................................................................................  [6]
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3 Manfred is the Finance Director for a large public limited company called BTX. He sets the 
financial budgets for all the departments. Manfred is worried about the falling sales of BTX. 
He was looking at the data in Table 1.

   Table 1: Selected Financial Data from BTX ($000’s)

  2008  2009
   

Sales 1 200  11 00
Net Profit 200  250
Capital employed 1 000  1 500
Current Ratio 1.2  0.7

 (a)  What is meant by a financial budget?

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

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

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

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

 (b) Calculate the net profit margin for BTX in 2009.

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

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

 (c)  Explain what the current ratio tells Manfred about BTX’s financial position.

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

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

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

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

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

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

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

 .....................................................................................................................................  [4]
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 (d)  BTX wants to raise new funds in 2010 to help finance its growth plans. Identify and 
explain three ways it could do this.

Way 1: ...............................................................................................................................

Explanation: ......................................................................................................................

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

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

Way 2: ...............................................................................................................................

Explanation: ......................................................................................................................

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

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

Way 3: ...............................................................................................................................

Explanation: ......................................................................................................................

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

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

 (e)  Do you think that the management of BTX should be worried about the performance of 
the company in 2009? Justify your answer.

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

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

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

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

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

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

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

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

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

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

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

 .....................................................................................................................................  [6]
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4  Sweet Scent is a company that manufactures toiletries such as soap, sun cream and 
toothpaste. Fig.1 and Fig. 2 show the product life cycles of two of its brands of face cream 
coded W and X.

Sales
Value $

Time

Sales
Value $

Time

  Fig. 1: Product W Fig. 2: Product X

 (a)  What is meant by a product life cycle? 

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

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

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

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

 (b)  Identify the four stages of the product life cycle of product X.

Stage 1: ............................................................................................................................

Stage 2: ............................................................................................................................

Stage 3: ............................................................................................................................

Stage 4: .......................................................................................................................  [2]

 (c)  Identify and explain two main differences in the life cycles of the two products shown in 
Fig. 1 and Fig. 2. 

Difference 1: ......................................................................................................................

Explanation: ......................................................................................................................

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

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

Difference 2: ......................................................................................................................

Explanation: ......................................................................................................................

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

 .....................................................................................................................................  [4]
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 (d)  Sweet Scent is soon to launch a new range of toothpaste called Gleam.

  Identify and explain three factors that the management of Sweet Scent should consider 
before setting a price for Gleam.

Factor 1: ............................................................................................................................

Explanation: ......................................................................................................................

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

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

Factor 2: ............................................................................................................................

Explanation: ......................................................................................................................

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

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

Factor 3: ............................................................................................................................

Explanation: ......................................................................................................................

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

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

 (e)  The management of Sweet Scent believe that the more the company spends on 
advertising, the more profitable the product will be. Do you think they are right? Justify 
your answer.

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

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

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

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

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

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

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

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

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

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

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

 .....................................................................................................................................  [6]
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5  ATC is a very large exporting company with many offices throughout the world. The top 
management know that effective communication is vital in such a large business. Recently the 
management held a meeting to consider the ways communication operates in the business. 
Discussion focused on the ideas of one-way communication and communication feedback.

 (a)  What is meant by communication feedback? 

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

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

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

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

 (b)  Identify two business situations in which one-way communication would be suitable.

Situation 1: ........................................................................................................................

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

Situation 2: ........................................................................................................................

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

 (c)  Identify and explain two ways in which information technology has affected how a 
business communicates with its stakeholders. 

Way 1: ...............................................................................................................................

Explanation: ......................................................................................................................

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

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

Way 2: ...............................................................................................................................

Explanation: ......................................................................................................................

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

 .....................................................................................................................................  [4]
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 (d)  ATC employs 10 000 staff throughout the world. Identify and explain three benefits that 
ATC might gain from delegating decision-making to its staff around the world.

Benefit 1: ...........................................................................................................................

Explanation: ......................................................................................................................

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

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

Benefit 2: ...........................................................................................................................

Explanation: ......................................................................................................................

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

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

Benefit 3: ...........................................................................................................................

Explanation: ......................................................................................................................

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

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

 (e)  ATC has a policy of recruiting staff for the senior jobs from within the business. It is 
changing its policy so that external recruitment will be used to recruit senior staff in the 
future. Do you think that the change will benefit ATC? Justify your answer.

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

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

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

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

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

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

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

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

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

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

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

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