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1 GOP is an oil producer based in country X. It is a public corporation. GOP plans to build a 200km
pipeline across the country using retained profits to pay for it. The pipeline will need planning
permission from the Government. Environmental pressure groups are concerned. A spokesperson
for GOP said: ‘GOP’s objectives are different to businesses in the private sector. This pipeline will
create 2000 skilled construction jobs and reduce the need for other businesses to import oil.’

(@) What is meant by ‘public corporation’?

(b) Identify two economic objectives of country X’s government.
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(c) Identify and explain two ways a pressure group might try to influence the actions of GOP.
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(d) Identify and explain two ways in which the objectives of GOP might be different if it was in the
private sector.
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Samira owns a successful business selling takeaway fried food. She employs 2 part-time workers.
Last year revenue fell for the first time in 10 years. This was because of increased competition from
a well-known franchise. To respond to this, Samira could lower her prices, as shown in Table 1.
Another option is to start a delivery service. Samira plans to do some market research. She has to
decide whether to use secondary research or set up a focus group with some of her customers.

Table 1: Price and variable cost information for Samira’s business

Current price New price
Average price per item $4 $3
Average variable cost per item $2 $2
Forecast average number of 200 300
customers per week

(@) What is meant by ‘franchise’?

........................................................................................................................................... [2]
(b) Calculate Samira’s forecast weekly revenue if she lowered the price of her products.

........................................................................................................................................... [2]
(c) Identify and explain two reasons why revenue is important for Samira’s business.
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REaASON 2.

EXPIANAtION: <.

........................................................................................................................................... [4]

© UCLES 2019 11_0450_12_2019_1.15



(d) Identify and explain two factors Samira should consider before starting a delivery service.
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(e) Do you think Samira should use secondary research or a focus group to gather market research
information? Justify your answer.
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3 LBMis an online fashion clothing retailer. LBM’s target market is 18-35 year olds. Last year revenue
increased by 25% to $600m. The Marketing Director said: ‘All businesses have to satisfy customer
needs. Customer service is important which is why all employees receive induction training. LBM
offers customers a wider range of products than its competitors. Promotion is through social media
networks. Is there any reason to open our own shops?’ LBM plans to add 3500 new styles each
week and will need to arrange finance for the additional inventory.

(@) What is meant by ‘induction training’?

........................................................................................................................................... [2]
(b) Identify two reasons why it is important for LBM to satisfy customer needs.
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(c) Identify and explain two problems for LBM of having a wide range of products available to
customers.
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(d) Identify and explain one advantage and one disadvantage to LBM of opening its own shops.
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(e) Explain two suitable sources of finance that LBM could use to purchase additional inventory.
Recommend which source of finance LBM should use. Justify your answer.
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4 NBV is a multinational company. It makes building products such as bricks. Last year NBV'’s financial
accounts showed capital employed as $144 billion. NBV has operations in 18 countries and a total
workforce of 400 000. NBV experiences some diseconomies of scale. All raw materials are purchased
from the countries it operates in to avoid problems with exchange rates. NBV plans to open a factory
in Country B for the first time. Some people think this decision will only bring drawbacks for other
businesses in country B.

(@) What is meant by ‘exchange rate’?

(c) Identify and explain two ways NBV’s managers could use its financial accounts to help make
decisions.
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(d) Identify and explain two diseconomies of scale that NBV might experience.

Diseconomy Of SCAIE 1: ...

(e) Do you think NBV'’s decision to set up a factory will only bring drawbacks to other businesses
in country B? Justify your answer.
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