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1 GKAis a food retailer. It has 300 shops located in areas where average consumer incomes are
low. GKA sells a limited range of own-label products including breakfast cereal and toothpaste.
GKA does no promotion or market research. The Managing Director said: ‘Last year our market
share increased to 5%. Profit increased by 40%. Keeping costs low means GKA can offer customers
quality products at low prices.” GKA is planning to open 100 shops in areas with high average
consumer incomes.The Managing Director must decide whether GKA should change its pricing
strategy (method) as the business expands.

(@) What is meant by ‘market share’?

(c) Identify and explain two methods of market research that GKA could use.
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(d) Identify and explain two ways in which GKA could keep costs low.

(e) Do you think GKA should change its pricing strategy as the business expands? Justify your
answer.
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2 SJDis in the private sector. It makes steel for construction businesses. SJD plans to make 3500
of its 9000 employees redundant. The Operations Director said: ‘Cheap steel imports and high
business tax rates are affecting our business. There are also ethical issues that we must respond
to. The Government should do more to help steel producers. Some of our competitors plan to close
their factories and relocate to other countries. SUD may have to do the same.’

(a) Identify two situations in which downsizing the workforce might be necessary.

(b) Identify two possible ethical issues that SJD might have to respond to.

(c) Identify and explain two possible problems for SJD if it decides to relocate its business.

© UCLES 2018 06_0450_11_2018_1.17



(d) Explain how each of the following factors might affect SJD’s business.
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3 IBH is a family-owned private limited company. It makes a range of shoes for children, using batch
production. It is a competitive market. Like many businesses, IBH needs finance for a number of
reasons. The Finance Director has been looking at some financial data. An extract is shown in
Table 1. Some of the directors would like to expand into the women’s shoe market and want to

know whether IBH’s performance is improving.

Table 1: Extract from financial data for IBH ($000)

2016 2017
Revenue 400 480
Gross profit 240 320
Profit 120 120
Non-current liabilities 100 200

(@) What is meant by ‘non-current liabilities’?
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(c) Identify and explain two possible advantages to IBH of being a private limited company.

(d) Identify and explain two advantages to IBH of using batch production.
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(e) Do you think IBH'’s performance has improved in 20177 Justify your answer using profit margins.
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4 Ben owns a small gardening business, which he started 15 years ago. Ben believes providing a
quality service is important to his success. Ben’s business has a number of stakeholder groups
including 2 full-time and 4 part-time workers who have all been employed by him for a number of
years. Each worker is expected to do any job that Ben orders them to do. All workers are paid an
hourly wage rate. They also receive a bonus if customers recommend the business to other people.
Ben is always thinking about other ways to improve the motivation of his workers.

(@) What is meant by ‘stakeholder group’?

(c) Identify and explain two reasons why quality might be important for Ben’s business.
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(d) Identify and explain two advantages to Ben’s business of having part-time workers.
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(e) Explain two ways Ben could improve employee motivation. Recommend which way Ben should
choose. Justify your answer.

© UCLES 2018 06_0450_11_2018_1.17



12

BLANK PAGE

Permission to reproduce items where third-party owned material protected by copyright is included has been sought and cleared where possible. Every reasonable
effort has been made by the publisher (UCLES) to trace copyright holders, but if any items requiring clearance have unwittingly been included, the publisher will
be pleased to make amends at the earliest possible opportunity.

To avoid the issue of disclosure of answer-related information to candidates, all copyright acknowledgements are reproduced online in the Cambridge International
Examinations Copyright Acknowledgements Booklet. This is produced for each series of examinations and is freely available to download at www.cie.org.uk after
the live examination series.

Cambridge International Examinations is part of the Cambridge Assessment Group. Cambridge Assessment is the brand name of University of Cambridge Local
Examinations Syndicate (UCLES), which is itself a department of the University of Cambridge.

© UCLES 2018 06_0450_11_2018_1.17



