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1 GCN makes a wide range of clothing including shirts and trousers for men and women. Its small
factory employs 75 skilled workers. The Operations manager thinks employees enjoy working at
the factory as few leave each year. He said: ‘Who needs to offer financial bonuses when | can use
Herzberg’s theory to motivate employees?’ He would like to improve efficiency in the factory as he
thinks this is the best way to increase GCN’s low level of profit. He is not sure whether to introduce
new technology into the production process.

(@) What is meant by a ‘financial bonus’?

(c) Identify and explain two ways in which GCN could use Herzberg’s theory to motivate its
employees.
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(d) Identify and explain two possible problems for GCN of introducing new technology.
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(e) Do you think improving efficiency is the best way for GCN to increase its profit? Justify your
answer.
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2 The Governmentin country Y wants to encourage more secondary sector business activity to help
reduce unemployment. It has announced a reduction in taxes and plans to remove some legal
controls over business activity. Kasper Construction is a multinational company based in country
X which wants to expand. It plans to build a brick-making factory in country Y if it can find a suitable
location. Some pressure groups are against this plan as Kasper Construction has a bad reputation
for environmental damage.
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Total number of people employed in 2015 = 20000000

Fig. 1: Employment in country Y

(a) What is meant by the ‘primary sector’?

........................................................................................................................................... [2]
(b) Calculate the number of people employed in secondary sector businesses in country Y.
s
(c) Identify and explain two benefits to Kasper Construction of a reduction in taxes.
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(d) Identify and explain two factors (other than taxes) that Kasper Construction should consider
before making a location decision.
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(e) Do you think that the Government of country Y should encourage Kasper Construction to locate
in country Y? Justify your answer.
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3 Jenson Travel (JT) sells a wide range of holidays aimed at the mass market. The holidays are sold
through its 350 shops in country F. It has agreed to buy another company which specialises in
activity holidays such as skiing. This takeover means that JT will have 50 extra shops and will
increase its market share to 40%. The takeover could reduce JT’s costs by $35m each year. A
summary of JT’s accounting information for 2016 is shown in Table 1. The Finance Director thinks
shareholders and customers will benefit from the takeover.

Table 1: Summary of accounting information

Non-current assets $500m
Current assets $324m
Current liabilities $270m
Non-current liabilities $1000m
Profit margin 16%
Return on Capital Employed (ROCE) 8%

(@) What is meant by ‘non-current assets’?

........................................................................................................................................... [2]
(b) Calculate the current ratio using the information in Table 1.
s
(c) Identify and explain two ways in which shareholders might use JT’s accounts.
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(d) Identify and explain two ways in which the takeover might help JT reduce costs.
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4  After 20 years working for a bank, Luis has savings of $5000. He wants to start up his own business
selling and repairing mobile (cell) phones. It is a competitive market. Luis has decided not to buy
a franchise for $4500 as he thinks it is better to operate the business independently rather than be
a franchisee. Based on his primary market research, he will need 15 customers each week to break
even. Luis believes building customer relationships will be important. He plans to use social networks
for promoting his new business.

(@) What is meant by ‘break even’?

(c) Identify and explain two reasons why it is important for Luis to build customer relationships.
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(d) Identify and explain two benefits to Luis’s business of using social networks for promotion.
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