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1 Walt owns a company which has developed a new computer game for adults. A focus group report 
shows customers like it. Walt has been considering the marketing mix, including the packaging 
for this product which is likely to be sold in many countries. ‘I don’t want to use a wholesaler as it 
would affect my profit margin’ he said.

 (a) What is meant by a ‘focus group’?

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

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

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

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

 (b) Identify two reasons why packaging might be important for the new computer game.

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

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

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

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

 (c) Explain why the profit margin might be important for Walt’s business.

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

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

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

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

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

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

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

 ...............................................................................................................................................[4]
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 (d) Identify and explain two advantages to Walt if he decided to use a wholesaler to distribute his 
products.

Advantage 1:  .............................................................................................................................

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

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

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

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

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

Advantage 2:  .............................................................................................................................

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

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

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

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

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

 (e) Consider two possible methods of promotion that Walt could use for the new game. 
Recommend which method he should use. Justify your answer.

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

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

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

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

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

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

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

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

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

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

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

 ...............................................................................................................................................[6]
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2 CLW makes wood furniture, including chairs and tables. Demand has risen quickly over the past 
3 years and the business needs to increase the scale of production at its factory. The factory is 
located near the city centre in an area of low unemployment. The Finance Director has produced a 
business plan, including a balance sheet. The Finance Director is pleased with CLW’s liquidity.

Table 1: Extract of financial information

2013 2014
Non-current (fixed) assets ($m) 240 260
Current assets:
Inventory (stock) ($m) 180 330
Trade receivables (debtors) ($m) 320 24 0
Cash ($m) 100  90
Total current assets ($m) 600 660
Current Liabilities ($m) 480 440
Current ratio 1.25:1 ?
Acid test ratio 0.875:1 ?

 (a) What is meant by a ‘business plan’?

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

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

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

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

 (b) What is meant by a ‘balance sheet’?

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

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

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

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

 (c) Identify and explain two possible benefits for CLW of holding high inventory (stock) levels.

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

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

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

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

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

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

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

 ...............................................................................................................................................[4]
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 (d) Identify and explain two factors (other than finance) that CLW’s management need to consider 
when increasing the scale of production.

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

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

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

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

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

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

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

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

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

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

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

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

 (e) Do you think the Finance Director is right to be pleased with the liquidity of CLW in 2014? 
Justify your answer using the data in Table 1 and appropriate ratios.

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

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

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

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

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

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

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

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

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

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

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

 ...............................................................................................................................................[6]
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3 NCE manufactures cars in 4 factories using flow production. NCE’s Human Resources Director 
thinks good induction training helps achieve high productivity. Factory X is its most efficient factory. 
Last year the size of the new car market fell by 20%. NCE now has to make 400 workers redundant 
at one of its other factories. ‘I am pleased NCE is a large business’, said the HR Director, ‘I think a 
small business cannot survive in this competitive market.’

Table 2: NCE operations data for 2014

Number of cars made Number of employees
168 000 2800

 (a) What is meant by ‘flow production’?

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

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

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

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

 (b) Calculate the output per employee in 2014.

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

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

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

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

 (c) Identify and explain two ways in which induction training might benefit NCE.

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

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

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

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

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

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

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

 ...............................................................................................................................................[4]
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 (d) Identify and explain two factors that NCE would need to consider in deciding which workers 
to make redundant.

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

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

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

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

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

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

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

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

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

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

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

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

 (e) The HR Director thinks that ‘a small business cannot survive in this competitive market’. 
Do you agree with this view? Justify your answer.

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

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

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

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

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

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

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

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

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

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

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

 ...............................................................................................................................................[6]
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4  Nellis is a public limited company. It specialises in building large luxury houses. Over the past 
3 years its profits have increased as the country is experiencing an economic boom. ‘It’s not all 
good news – the Government has announced plans to increase interest rates and introduce new 
legal controls to protect the environment’ said the Managing Director. He believes these new legal 
controls to protect the environment will only make businesses (such as Nellis) less profitable.

 (a) What is meant by an ‘economic boom’?

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

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

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

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

 (b) Identify two stages (other than boom) of the business cycle.

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

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

 (c) Explain how a rise in interest rates might affect Nellis.

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

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

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

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

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

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

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

 ...............................................................................................................................................[4]
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 (d) Identify two stakeholder groups. Explain why each group is important to this business.

Stakeholder group 1:  .................................................................................................................

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

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

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

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

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

Stakeholder group 2:  .................................................................................................................

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

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

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

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

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

 (e) The Managing Director believes that the new legal controls to protect the environment will 
only make businesses (such as Nellis) less profitable. Do you agree? Justify your answer.

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

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

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

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

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

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

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

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

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

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

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

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



10

0450/12/O/N/15© UCLES 2015

BLANK PAGE



11

0450/12/O/N/15© UCLES 2015

BLANK PAGE



12

0450/12/O/N/15© UCLES 2015

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.

BLANK PAGE


