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PJK makes a range of luxury sports watches. Each watch is handmade by skilled workers. Quality
assurance is important. The Operations Director has been looking at costs and prices as he
wants to do a break-even analysis. This data is shown in Table 1. He is planning to invest in new
technology to automate parts of the production process. The Operations Director thinks this is the

best way to improve profitability.

Table 1: Costs and revenue ($)

Price per watch $100
Variable cost per watch $50
Annual sales 6000
Annual fixed costs $200000

(@) What is meant by ‘quality assurance’?

.............................................................................................................................................. [2]
(b) Identify two ways in which break-even analysis might be helpful to PJK.
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(c¢) Using the information in Table 1, draw a break-even chart for PJK on Figure 1.
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(d) Identify and explain two advantages to PJK of having skilled workers.

AQVANTAGE . i

(e) Do you think that investing in new technology is the best way to improve profitability at PJK?
Justify your answer.
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2 Alkin is a multinational company. It manufactures breakfast food products including many leading
brands of cereal. Alkin plans to start selling in country Z, which is a fast-growing market. Alkin
plans to form a joint venture with a local business, based in country Z. ‘Effective communication
will be important to our success but | think there are many advantages in expanding this way’ said
Alkin’s Managing Director. The Government of country Z is worried about the effect of multinational
companies like Alkin on consumers.

(@) What is meant by a ‘multinational company’?

(c) Identify and explain two reasons why effective communication might be important for Alkin.

[T 1<) o T T
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(d) Identify and explain two advantages to Alkin of using a joint venture to expand into country Z.

AQVANTAGE . i e e s

(e) Do you think that the Government in country Z is right to be worried about the effect of
multinational companies such as Alkin on consumers? Justify your answer.
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3 Mabel wants to set up her own hairdressing business. She will need to build good customer
relationships. She has done some secondary market research to find out possible demand and
what methods of promotion to use. She has decided to buy her inventory (stock) from a wholesaler.
Mabel is now looking for the right location for her business. She thinks that location will be more
important than price charged to the success of her business.

(a) Identify two ways that a business could build good customer relationships.

1A= 1Y SR PP TP PPPPP
VY 2. ettt e e e e e e e e — e e et e e e e e e R n e e e e e e et e e e rrr e e e e e e e annnrreees
.............................................................................................................................................. [2]
(b) What is meant by ‘secondary market research’?
.............................................................................................................................................. [2]

(c) Identify and explain two methods of promotion (other than promotional pricing) that Mabel
might use.

1Y =31 T Yo e S T
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(d) Identify and explain two possible disadvantages to Mabel of buying her inventory from a
wholesaler.

Disadvantage 1: ...

(e) Do you think that the right location is more important than the prices she charges to the
success of Mabel’s business? Justify your answer.
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4 A2Zis a small but successful airline company in country B, providing flights for business people.
The management of A2Z wants the business to expand. It will have to buy more aeroplanes and
recruit more airline pilots. The Human Resources manager has produced a job description for
the pilots. She is now ready to advertise for the new pilots. She believes the best way for A2Z to
motivate its pilots is to use financial rewards.
(a) Identify two possible reasons why A2Z might want to expand.

(R T=Y=1T0] o Nt IR

(b) Identify two factors that A2Z should consider when choosing a source of finance to buy more
aeroplanes.

7= To3 (o]l TR

(c) Identify and explain two advantages to A2Z of producing a job description.

FaXe 1Y =T g =T = PRSPPI
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(d) Identify and explain two suitable ways A2Z could use to advertise the new jobs.

1A= 1Y S PP PPPPP

(e) Do you think that using financial rewards is the best way for A2Z to motivate its pilots? Justify
your answer.
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