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1 (a) (i) The diagram below states the definitions of job, batch and flow methods of production.

Draw a line to connect the batch method of production to its correct definition.

Method of Production Definition

A quantity of one type of a product is
made and then production is changed to
another type.

A continuous process used to produce a
Batch large quantity of one type of product on
an assembly line.

Each item is produced individually.

1

(ii) Section 5, lines 72 to 75 describes how the Chinese supplier has printed the T-shirts sold
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at The Festival in previous years.

State and explain two advantages to the Chinese supplier of using the batch method of
production to print the T-shirts for The Festival.
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(b) (i) Section 5, lines 72 to 75, shows how the Chinese supplier uses the flow method of
production to manufacture standard T-shirts. The flow method can lead to economies of
scale in production.

Using the words below, complete the following sentence to define the term ‘economies
of large scale production.’

total average increases decreases
Economies of large scale production occur when the cost of
production falls when a firm its scale of output.

[2]

(ii) State and explain two types of economy of large scale production that the Chinese
supplier may benefit from.

Type of @CoNOMY OF SCAIE T ....eeiiiiiii e

[y g o] F=T g = (o o TSP PPRPPPPP

Type of @CONOMY OF SCAIE 2 .....cooiiiiii e
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(iii) Complete the following sentence using one of the words below.
diseconomies economies advantages
If the average costs of production rise as the scale of output is increased, these are

called of large scale production.

]
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Fig. 5 shows the prices that BMF Ltd expects to charge for The Festival T-shirts from the
beginning of June 2017 to the end of September 2017.

Calculate the total revenue that BMF Ltd will receive from the sale of Festival T-shirts

from the beginning of June to the end of September assuming that it sells all 5000
T-shirts at the prices it expects to charge. Show your working.

BMF Ltd uses a formula to calculate the gross profit it makes from selling its T-shirts.

Using the formula shown below, and information from Fig. 5, calculate the gross profit
that BMF Ltd will make from the beginning of June to the end of September 2017.

Total revenue (answer from 1c(i) above) PP PPPTPTPPRPPR
minus cost of buying the T-shirts PP
= Gross Profit s

[2]

The statements below are about profits. Put a tick (v') in the correct boxes to show which
statements are true and which are false.

Statement True False

Profits are shared between owners as a reward for risking their
money by investing it in the business

Profits are charged by banks on business loans.

Profits are often reinvested back into a business to help it grow.

[3]
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(d)* Recommend whether BMF Ltd should buy its Festival T-shirts from the Chinese or UK
supplier. Use information from the case study and any other information that you consider to
be relevant to justify your recommendation.
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(@)

(b)

6
Use the words below to complete the paragraph that follows.

tariffs interest trade goods laws
The European Union allows free .........ccccccvvvnnnnnes between EU countries. This means that
there willbe no ... on any goods imported by one EU country from another.

[2]
Section 2, lines 38—-39 of the case study state ‘The exchange rate of the pound has fluctuated

against the euro (€) and may affect some businesses and events such as the Bowton
Mountain Festival.’

(i) Aweekend pass for The Festival costs £60.

Complete the calculation below to show how much, in euros, a weekend pass would cost
visitors from Eurozone countries if the exchange rate was £1 = 1.2€.

£60 X 1.2 = .o, €
[1]

(i) Calculate the new price, in euros, for the £60 weekend pass if the exchange rate for the
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pound rose to £1 = 1.25€. Show your working.
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(iii) To what extent do you think that a strengthening in the exchange rate of the pound from
£1 = 1.2€ to £1 = 1.25€ would affect the sales of the weekend passes to visitors from
Eurozone countries? Use information from the case study, and any other information you
consider relevant, to support your answer.
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(c) Fig. 2 in Section 4 of the case study shows the costs of The Festival in 2016 compared with
the expected costs of The Festival in 2017.

Calculate what is expected to happen to the amount to be paid in venue costs in 2017
compared with 2016.

Section 3, lines 53 to 54 of the case study state ‘Bowton Council decided to give a grant of £30000
to BMF Ltd towards the costs of The Festival in 2017.’

(d) Indicate with a tick (v') which statements about grants are true and which are false.

Statement True False

Grants help to reduce business costs.

Grants are loans to businesses which they must repay.

The grant does not cost taxpayers anything.

[3]
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(e) Section 3, lines 53 to 54 of the case study state ‘Bowton Council decided to give a grant of
£30000 to BMF Ltd towards the costs of The Festival in 2017.’

Recommend whether or not Bowton Council was right to give the grant. You should refer to

the social costs and benefits of The Festival in your answer. Use information from the case
study, and any other information you consider relevant, to support your answer. [10]
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(i) Using information in Sections 1 and 6 of the case study, explain how the market for
outdoor pursuits products in Bowton changes during the festival weekend, compared to
the market outside Festival time.

(iii) Using information in Sections 1 and 6 of the case study, explain whether or not you
agree with the decision of the manager of Spirit of Adventure shop to reduce the prices
of outdoor pursuits products during the festival weekend.
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(b) (i) The diagram below shows two sources of finance and statements about sources of
finance. Draw two lines from each source of finance to match it to the correct statements

about it.

Source of Finance Statement
The business is allowed to spend more than it has
in its bank account.

Overdraft The buyer does not need to pay for the goods, for
example, for 90 days.
There is interest on this kind of finance.

Trade credit There is no interest to pay on this method of
finance.
This source of finance is usually repaid over a
period of 25 years.

[4]
(i) Section 3, lines 49 to 51 of the case study state that ‘The value of the shares has grown
since it was founded. Some of the shareholders, however, are not entirely pleased with

the performance of the company.’

Discuss whether the shareholders of BMF Ltd should be pleased with the performance
of the company.
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(iii) Define the term ‘cash flow forecast.’

...................................................................................................................................... [2]
(iv) Explain two possible reasons why the cash flow forecast for BMF Ltd may not be

accurate.

R ST= 1< 1o 1 @ 1= TP

LT T= 1Yo o TN I PP

(c) Using information in the case study, identify two examples which show that BMF Ltd is part of
a global economy.

= V0 o]
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(d) Section 3, lines 61 to 62 of the case study state ‘BMF Ltd expects that more visitors from the
UK will attend The Festival in 2017 compared with 2016.’

Using information from the case study, and any other information that you think is relevant,

assess whether BMF Ltd is right to expect that more visitors from the UK will attend The
Festival in 2017 compared with 2016. [10]
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END OF QUESTION PAPER
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ADDITIONAL ANSWER SPACE

If additional space is required, you should use the following lined page(s). The question number(s)
must be clearly shown in the margin(s).
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