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Name ___________________________________________________________
Form ____________________________________________________________

 Skills to be developed and how you will be assessed throughout the
course and in the exam

AO1. Recall, select and communicate their knowledge
and understanding of concepts, issues and terminology.

AO2. Apply skills, knowledge and understanding in a
variety of contexts and in planning and carrying out
investigations and tasks.

AO3. Analyse and evaluate evidence, make reasoned
judgements and present appropriate conclusions
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Homework 1
Expanding a Business

Integration in the car industry

Over the years, many car companies have joined together thought merger or takeover, such as Tata
and Jaguar, Volvo and Saab.

1. State two possible problems that might occur following a take-over in the car industry.      (2 marks)

2. Explain two ways in witch stakeholders might be affected by a takeover in the car industry. (4 marks)

3. Discuss the reasons why one car company might take over another one.                           (9 marks)

 Extension exercise
1. Will all stakeholders be better off after a takeover? (4 marks)
2. Which is the best way for a business to grow: internally, by takeover or by selling franchises?

Explain your answer.   (9 marks)
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Homework 2
PLC vs. LTD companies

SportsAlive Ltd

SportsAlive Ltd is a private limited company. It is a family-owned business that runs a chain of sports
clothes shops. Some members of the family want the business to grow quickly in the future. They
believe the company should float and become a public limited company.

1. What is meant by a ‘private limited company?’                                                      (2 marks)

2. Explain two reasons why someone might want to invest in SportsAlive.               (4 marks)

3. Discuss the advantages and disadvantages to the owners of SportsAlive of becoming a public limited
company.                                                                                                                  (9 marks)
Extension exercise
Discuss the ways in which stakeholders may be affected if SportsAlive becomes a public limited
company.                                                                                                            (9 marks)
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Homework 3
Increasing Market Share and going global

Zantos plc

Alexis Hill is the Chief executive of Zantos plc, a sports clothing business that started off in the
UK and then expanded abroad. It is now well known in many countries in Europe and has a high market
share. The company produces a wide range of sports clothing. These are mainly in Asia, where labour
costs are much lower. Zantos also uses suppliers based in Asia. Yesterday a newspaper ran a story
showing that one of Zantos’s suppliers was employing children aged 14 who were working 60 hours a
week for a wage of just £40 a month. Zantos has been accused of being unethical in its approach
because it uses this type of supplier. The phones have not stopped ringing since the story was released
and Alexis is working out how best to respond.

1. State two possible benefits to Zantos of having a high market share.                            (2 marks)

2. Explain why Zantos might have wanted to expand abroad.                                              (4 marks)

3. What do you think Zantos should do following the release of the story? Justify your answer. (9 marks)

Extension exercise
Do you think that all businesses should try to be more ethical?  Explain your answers.        (9 marks)
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Homework 4
Business Survival

Relocating to China

Zak Lilly has just told his workforce that he is closing the factory. His business makes plastic pipes and
tubing that are used by plumbers across the UK. Zak was born in Manchester and had tried to keep
production there for as long as possible, but he knows he can no longer make a profit with a UK base.
The market is very competitive and unless he produces abroad he knows he will go out of business
fairly soon. Zak feels sad about shutting the UK factory down but feels he has no choice. He has found
a cheap site in China and is moving production there in the next few months.

1. What is meant by ‘profit’ .                                                                                                  (2 marks)

2. Explain how moving production to China might help Zak’’s business to survive.             (4 marks)

3. Discuss the ways in which the stakeholders of Zak’’s business will be affected by the relocation. (9
marks)
Extension exercise
What do you think might be the biggest problems with moving production to China? Explain your
reasons.
                                                                                                                                                  (9 marks)
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Homework 5
Product Portfolios

Barbie

The Barbie doll was first launched in 1959 and since then has been very successful – over 1
billion dolls have been sold in more than 150 countries. Mattel, the company that produces the
doll, claims it sells three Barbies every second. It has used many extension strategies to prevent
sales from entering the decline stage of the product life cycle. Mattel has many other products in its

portfolio, such as Polly Pocket, Scrabble, Hot Wheels and Dora the Explorer. However, in recent years
sales have been affected by the launch of the Bratz dolls by MGA entertainment. There dolls are
thought to be more modern than Barbie.

1. What is the ‘product life cycle’?                                                                                   (2 marks)

2. Explain two benefits to Mattel of having a portfolio of products.                                  (4 marks)

3. What do you think is the best way for Mattel to boost sales of Barbie dolls? Explain your answer.
                                                                                                                                          (9 marks)

Extension exercise
To what extent is having a high number of ‘cash cows’ a good thing for a business? Explain your
answer.                                                                                                                         (9 marks)
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Homework 6
Pricing Strategies

Seth’s music magazine

For years, Seth Baxter has dreamed of setting up a new magazine. He has saved his own
money and finally has investors who are willing to put money into his company.  Seth has been

a music journalist for many years and knows many artists and bands really well.  One of the unique
features of his new magazine will be that musicians will write much of the material themselves. He will
also have CDs and downloads that are exclusive to the magazine. Seth has looked at the existing
competition and is not yet sure what price to charge for his product. Should he use penetration pricing
or price skimming, or something different? He is not sure how important the price is anyway- surely if
the rest of the marketing mix is good enough the price is not important?

1. What is meant by ‘price skimming’?                                                                                  (2 marks)

2. Explain two factors that might influence the price that Seth charges for his magazine.    (4 marks)

3. Do you agree that if the rest of the marketing mix is good enough the price of the magazine is not that
important? Justify your answer.                                                                                                 (9 marks)

Extension exercise
Should Seth use price skimming when he launches his new product? Explain your answer.
                                                                                                                                (9 marks)
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Homework 7
Promotion

Wow Films

The wow film company has just finished filming its new action movie packed with big names
stars. The business wants to promote the film to make sure it is a huge success. The managers
of Wow realise the importance of the promotional mix as part of the overall marketing mix.

1. What is meant by the ‘marketing mix’?                                                          (2 marks)

2. Outline two possible elements of the promotional mix                                    (4 marks)

3. Discuss the best ways of promoting Wow’s new film.                                      (9 marks)

Extension exercise
How much do you think the success of the new film will depend on the promotional activities of the Wow
film company? Explain your answer.                                                                      (9 marks)
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Homework 8
Place

Avon calling

Avon is a global company that is most famous in the UK for selling cosmetics directly to its customers.
Now the company is believed to be recruiting 20,000 sales agents who may help it to sell financial
services such as insurance. The company will use its door-to door sales force to sell house, car and life
insurance as well as lipstick and other cosmetics. Avon is expected to link up with a major insurance
company or bank as part of this development. The company believes that selling financial services to
the firm’s large number of female customers could prove profitable.

1. What is meant by ‘channel of distribution’?                                                                    (2 marks)

2. Explain two advantages to Avon of selling its cosmetic products door to door.             (4 marks)

3. Discuss whether Avon should sell its cosmetic products online.                                      (9 marks)

Extension exercise
Do you think Avon should link up with an insurance business to sell insurance as well as cosmetics door
to door? Explain your answer.                                                                                  (9 marks)
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Homework 9
Sources of Finance

Mantra Ltd
Mantra Ltd is a private limited company that manufactures sheds, bird table and other garden
furniture. It has a factory in Amersham and two shops in local towns where it sells its products.
However, most of its products are sold though other retailers in and around London. The company has
three shareholders- the three brothers who run the business. Mantra Ltd has enjoyed rising sales over
recent months and its profits have risen steadily. Last year the company’s profits were £50,000. Mantra
Ltd needs to build an extension to its factory. It also needs to buy new equipment for the bigger factory.
The cost of the factory extension and the new equipment is estimated to be £190,000. The shareholders
plan to use a bank loan to raise the entire £190,000 although collateral will be required. However, the
company’s accountant has suggested that the company sells one of its shops rather than taking out a
loan.

1. Define the term ‘collateral’.                                                                                              (2 marks)

2. Describe two assets that Mantra Ltd might use as collateral for the bank loan.               (4 marks)

3. Explain the disadvantages to Mantra Ltd of borrowing £190,000 as a bank loan.        (6 marks)

4. Mantra Ltd’s accountant has advised the company to raise its funds by selling one of its shops rather
than taking out a loan. Do you agree? Give reasons for your answer.                                 (9marks)
Extension exercise
Identify and explain two other ways in which Mantra Ltd might raise the finance it needs. State which
method you would advise the company to use and justify your choice.                               (9 marks)
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Homework 10
Interpreting Financial Statements

Winter Ltd

Winter Ltd is private limited company that owns and operates two gardens centres in Essex. The
company has just finished compiling its profit and loss account (see table 8.6) and its balance sheet
(see table 8.7) for the financial year, which has just finished. These are shown below.

The year before last, the company’s net profit was £85,000 in the same year, its net profit margin was 15% and its
acid test ratio was 0.9:1.

1. Define the term ‘balance sheet’

2. Explain the difference between revenue and
cost of sales.                             

3. Calculate Winter Ltd’s current ratio and its acid test ratio.                                (6 marks)

4. Winter Ltd’s owner thinks that the company’s financial performance has been better this year than last year. Do
you agree? Give reasons for your answer.                                 (9 marks)

Extension exercise
Discuss whether or not the profit and loss account is only financial statement that the manager of the business
needs to read.                                                                                        (9 marks)

£
Revenue 750,000
Cost of sales 440,000
Gross profit 310,000
Overheads 222,500
Net profit 87,500

£
Fixed assets 950,000
Current assets (stocks=£30,000) 90,000

Current liabilities 60,00
Long-term liabilities(company
mortgages)

600,00

Net  assets employed 380,00
Total equity 380,00

Table 8.6 Winter Ltd profit and loss account

Table 8.7 Winter Ltd’s balance sheet, 31 August
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Homework 11
Organisational Charts and Management Hierarchies

Eveready Garden centre Ltd

Eveready Garden centre Ltd has grown over recent years. The company has 22 garden centres in all
parts of the UK and plans to develop five new sites this year. The company’s directors have kept control
of the company during its growth and take all the important decisions. Many of the employees in the
garden centres are dissatisfied with their roles in the business and have complained to their line
managers.  They say that they want to take more decision and have more independence at work. At the
moment they argue, everything is decided at the head office. In the last year, many of the company’s
employees have left for other jobs. The directors met to consider decentralising and the use of a flatter
organisational structure in the business. However, after a long meeting, they decided not to
decentralise.

1. Define the term ‘line manager’                                                    (2 marks)

2. Describe two possible effects on the company if it chooses to use a flat organisational structure. (4
marks)

3. Explain how using a flatter organisational structure might affect the way in which the business is
managed.        (6 marks)

4. The business has decided not to decentralise. Do you agree? Give reasons for your answer.
(9 marks)

Extension exercise
Three year s ago the business had only 20 employees. Discuss the arguments for decentralising at this
stage of its growth.  (9 marks)
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Homework 12
Recruitment and retention

Swale hotel group ltd

The Swale hotel group ltd operates ten luxury hotels thoughtout the UK. The company is growing and
has opened one new hotel a year for the past 3 years. The company has invested heavily in training for
its employees and mainly uses on-the –job training. It is also careful in its recruitment and selection
processes to appoint the best possible employees. The manager of the business believe that the
company will benefit greatly from having well-motivated staff. The company uses a variety of financial
and non-financial methods to motivate its employees. The company has benefited from high levels of
retention of staff and the chief executive thinks that this is due to the democratic style of management
used in the business.

1. Define the term ‘selection’.       (2 marks)

2. Describe two benefits that the business might receive from training its employees.     (4 marks)

3. Explain two reasons why the Swale hotel group ltd might decide to use on-the –job training. (6 marks)

4. Discuss the methods that the business might use to motivate its employees. (9 marks)

Extension exercise
Is the style of management used by a business the most important factor in persuading employees to
remain with a business? Explain your decision. (9 marks)
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Homework 13
Efficiency and production

                                   Efficient furniture

Ellie Montez knows that her business has to become more efficient if it is to make enough profit to be
worth continuing. She is the manager of a business that produces household furniture such as
armchairs and sofas. The company is facing a lot of competition from foreign firms, which are producing
furniture much more cheaply. Ellie believes the designs of her furniture are distinctive enough for her to
compete but even so she must get costs down without sacrificing the quality. Only last week she
refused a pay increase to her staff in order to control costs. They were very unhappy about this but she
could not afford to pay them more. She has not explained how serious the situation is to her employees
but things are pretty bad. She has heard about lean production techniques and wonders if this could be
the answer.

1. What is meant by ‘efficiency’? (2 marks)

2. Explain two elements of a lean production approach (5 marks)

3. Discuss the advantages and possible problems for Ellie of introducing lean production into her
business.  (9 marks)

Extension exercise
Is flow production a suitable option for Ellie? Explain your answer. (9 marks)
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Homework 14
Small Businesses vs. Large Businesses

Starbucks

During the last 20 years Starbucks, the coffee shop has grown at a very fast rate all over the world. At
one point, it was opening over 10 stores a day.

1. How could you measure the size of Starbucks?  (2 marks)

2. Explain two factors that Starbucks might consider when deciding where to open a new store.
(5 marks)

3. Discuss the possible advantages and disadvantages to Starbucks of rapid growth. (8 marks)

Extension exercise
Why do you think Starbucks has expanded internationally? Explain your answer. (9 marks)
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Homework 15
Quality Control
The Excelsior

Romily Jones did not want to open the envelope – she was worried it would contain another
complaint. For the last few weeks she had been receiving customer complaints almost every day about
the quality of the service or the quality of the food they have been served while staying at the hotel. The
hotel called Excelsior, was (or at least it had been) one of the top hotels in Oxford. It had been owned
by Romily’s family for several generations and Romily had taken over as the manager last year. The
first few months had gone well but in the busy summer months the complaints had started to come in. It
was difficult to manage the business at the time because of so many part time staff, usually students
were hired to help and everyone was very stretched. At first Romily thought it was just that customers
were quicker to complain than they used to be, but she had employed a mystery visitor to act as a
quality controller to check how things were. His report had been scary to read as things were definitely
looking bad.       

1 What is meant by’ quality control’ (2 marks)

2. Explain two reasons why good-quality service is important to the Excelsior. (5 marks)

3. Discuss ways in which Romily might be able to improve the quality at the hotel (9 marks)

Extension exercise
What do you think is the best way for a business to assess the quality of its services? Explain your
answer.   (9 marks)

  Practice Exam Questions                                              Total:60 marks

Answer every question.
1. Read item A and answer the questions that follow.

                                                         Item A
Look Now! is a chain of clothes shops in the UK.  It sells clothes targeting the 18-25 age group.  The
company has grown very quickly over the last 10 years.  Part of its success is due to its decentralised
approach.  Store managers decide what they want to stock and they order these products from Head
Office.  Staff tend to stay longer than they do at rival stores.  Given its rapid expansion, the company is
now looking for new store managers.  The store managers are highly motivated by the freedom they are
given to make decisions and by the fact that their remuneration includes a percentage of the sales of
their store.  Sales staff also share a proportion of the store’s sales.

(a)  What is meant by ‘remuneration’? (2 marks)
(b) Explain two benefits of a decentralised approach at Look Now!        (4 marks)
(c)  (i) Identify two possible ways of recruiting new store managers.                             (2 marks)
       (ii) Explain which of these methods you think would be better for Look Now!
            Give reasons for your answer.    (5 marks)
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2. Read Item B and answer the questions that follow.

Item B
Look Now! has been introducing lean approach to retailing.  The company has its own manufacturing
facilities and produces just in time.  This has increased the efficiency of the business.  However, the
rapid expansion does seem to have brought some quality problems.  Sometimes the wrong quantities or
items are being sent to the stores.  Sometimes the products have defects and have returned to the
supplier’s factory.

(a) Explain two benefits of lean production to Look Now! (5 marks)
(b) Discuss the ways in which the company could improve its quality.   (9 marks)

3. Read item C and answer the questions that follow.
Item C

Look Now! has plans for further expansion but will need extra finance.  So far it has relied mainly on
retained profit but the owners are now considering a loan or selling shares to new investors.  The
company has recently published its profits and losses and its balance sheet and the managers are
pleased with the figures ( see Table 10.2).

Last year Year before
Current ratio 1.1 1.5
Acid test ratio 0.8 0.8
Net profit margin 8 % 6 %
Borrowing £2m £0.5m
Table 10.2 Look Now! ratios

(a) Explain two reasons why the net profit margin may have increased.  (5 marks)
(b) Explain how the current ratio might have decreased while the acid test ratio has stayed
 the same. (5 marks)
(c) Should Look Now! raise the finance it needs from selling shares or taking out a loan?
Give reasons for your answer. ( 9 marks)

4. Read item D and answer the questions that follow.

Item D

The owners of Look Now! are thinking about the future objectives of the business.UK sales have been
slowing up slightly in recent years and the owners are keen for the business to get much bigger.  They
are considering expanding internationally but know this can be risky.  They are also worried about
potential criticism of their approach to ethical and environmental issues.  They tend to pay suppliers as
late as possible and have no policies in place to make sure they limit the damage their business does to
the environment.  They have been busy making money that they have not had time to worry about
anything else but they realise that customers do seem to care and they need to think about these
things.

(a) Explain two reasons why Look Now! should become more environmentally friendly.( 4 marks)
(b) Discuss whether Look Now! should expand internationally. ( 9 marks).


