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Answer all questions.

(@) (i) Using the information provided in Fig.1 of the Case Study, state the sales region in which
CAS plc makes most sales.

(ii) Using the data provided in Fig. 2 of the Case Study, state what has happened to the
value of sales of CAS plc between 2004 and 2009.

(b) Read the statements below about CAS plc. Tick (v) three statements which show that
CAS plc operates in a global market.

Statements Tick (V) three statements
that show CAS plcisin a
global market.

CAS plc sells goods in different parts of the world.

CAS plc designs models in its factory in Bowton.

Businesses and consumers will benefit from a fall in
the interest rate in 2009.

CAS plc has recruited workers from Europe.

The accounts of CAS plc are done by a business in
India.

CAS plc produces and sells goods in the UK. 3]
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(c) The Sales Director, Jodie Smith, stated that 2009 was a difficult year for sales (lines 17-18).

Explain how rising unemployment and falling consumer incomes might affect the following:

The sales of models of CAS plc

(d) Jodie Smith was also concerned about the merger between businesses A and D which

created AD plc (lines 21-22). AD plc may achieve economies of large scale production.

(i) State what will happen to the average costs of production at AD plc if it achieves

economies of large scale production.

(ii) The paragraph below describes different kinds of economies of scale. Complete the

© OCR 2010

paragraph below using three of the words that are given.

specialist business financial technology
A large business is able to run more efficiently than a small business as it can employ
................................................... managers. As it produces large quantities of
goods it can use up to date ........cocoiiiiiiii which reduces its
manufacturing costs. Banks are also able to lend money to a large business at a lower rate
of interest than they would give to a small business helping the large business to achieve

................................................... economies of scale. [3]
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(iii) State and explain one other economy of scale, not mentioned in part (ii), that a large
business may benefit from.

(iv) Discuss whether the merger of A and D into a new larger business, AD plc, will be good
for consumers who buy scale models. Give reasons for your answer.
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*(e) Jodie Smith states that “businesses and consumers should start to benefit from lower interest
rates” (lines 24-25). Evaluate how businesses might be affected by the lower interest rates.

[Total: 31]
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(a) Fig. 3 in the Case Study refers to the estimated fixed and variable costs of production. The
following table lists some costs that CAS plc will have to pay when producing the Russell
Steam-roller. Tick (v) in the column next to each of the costs to show if it is a fixed or a

variable cost. The first one has been done for you.

Cost

Fixed Cost

Variable Cost

The cost of designing the Russell Steam-roller.

v

The metal to make the Russell Steam-roller.

The electricity used to power the machines that
make the Russell Steam-roller.

The rent on the factory in which the Russell
Steam-roller will be made.

The cost of transporting the finished model
Russell Steam-rollers to the wholesalers.

[4]

(b) The Marketing Manager, Adam Goldstein, is now confident that CAS plc will be able to sell

10,000 Russell Steam-rollers. Use the information in Fig. 3 of the Case Study to calculate the
following costs of producing 10,000 Russell Steam-roller models if they are made in the UK:

The total fiXed COST = ... e [1]
The total variable cost (output x variable cost per unit) = .......cccccooiiiiiiiiiiiiiiies [1]
The total cost (total fixed cost + total variable COSt) = .......ccccciiiiiiiiiis [1]
Average cost per unit (total CoSt + OUIPUL) = ...ooiiiiiiii e [1]
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(c) The graph below is the break-even forecast for the first year in which the Russell Steam-roller
will be sold if it is made in the UK.

Break-even forecast — The Russell Steam-roller — First Year of UK manufacture

2500000
2000000 Total revenue
Total cost
1500000
a =
1000000 +—F—
500000 Total fixed cost

4000 5000 6000 7000 8000 9000 10000

output

Use the data in the break-even forecast to answer the following questions:

(i) What is the total revenue from selling 5000 Russell Steam-rollers?

(iii) Calculate how much profit CAS plc would make if 9500 Russell Steam-rollers were sold.
Show your working.

©OCR 2010 Turn over
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(d) Using the information from Report 1 and Fig. 3 in the Case Study, calculate the break-even
output if the Russell Steam-roller models were made in China. Show your working.

(e) Evaluate the problems for a business such as CAS plc of using break-even analysis when
planning for the future.

(f) The Managing Director, Martin Morris, thinks that CAS plc may benefit from introducing new
technology (lines 66-67).

State and explain two advantages and two disadvantages to CAS plc that may result from
introducing new technology.

Advantage 1
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(g) Martin Morris also thinks that CAS plc may benefit from introducing more sustainable work
practices into its offices in Bowton (lines 67-69).

Using examples, explain how CAS plc could benefit from introducing more sustainable work
practices into its offices.

[Total: 30]
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(@) The Finance Manager, David Leung, is in favour of producing the Russell Steam-roller in a

factory in China. This has led to a discussion about ethical issues in business.

(i) State one possible ethical issue that may result from producing models away from the
UK.

(ii) Explain whether CAS plc should try to be an ethical producer.

(iii) Identify two stakeholders in CAS plc who may benefit if it produces the Russell Steam-
roller in China. Explain how each one will benefit.

5] P21 =] a1 (o =) e [T

HOW they DENETIT ... e e aneeansaansnnnsnnnes
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Identify two stakeholders in the UK who may suffer if CAS plc produces the Russell
Steame-roller in China. Explain how each one will be affected.

0] F=1 =] a1 ] (o =] e T

[ [TV = 1 (=T o (=Y o [T
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(b) If CAS plc decides to produce the Russell Steam-roller in China it will need a factory there.
CAS plc could either buy or lease a factory.

Recommend whether CAS plc should buy or lease the factory. Give reasons for your
recommendation.

© OCR 2010
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(c¢) In the Case Study Martin Morris states that “It is very important that CAS plc produces in an
EU country (line 66).” How far do you agree with this view? Give reasons for your answer.

© OCR 2010
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(d) Evaluate the statement in Fig. 4 by business leaders in China that “rising wages in China will
not reduce their competitiveness (line 80).”

[Total: 29]
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