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Assessment 2: 1.4,1.5,1.7, 1.8 (62 MARKYS)

1.4 Legal entity types that organisations can form

1.

Statement 1: ‘Sole traders are usually private sector organisations.’
Statement 2: ‘Public limited companies are usually public sector organisations.”

Read statements 1 and 2 and select the carrect option from the following:

0]

A Statement 1 is true. Statement 2 is true.

0

B Statement 1 is true. Statement 2 is false.

C Statement 1 is false. Statement 2 is true.
D Statement 1is false. Statement 2 is false. |i|
[1 mark
2.
A business is more likely 1o set up as a public limited company (PLC) if
A Its managers want to control all decision making ;
B It needs a high level of finance to expand its operations :
C It has a low risk of failing
D It has a not-for-profit vision of supporting the local community :
[1 mark]
3.
One benefit of operating as a sole trader includes being able to R

A control the business vision { |
B issue shares to friends J
C protect personal assets. | |

D share decision making : |
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1.5 Organisational objectives and strategies for achieving them

4.

0| 9| According to Porter's five forces, which one of these events is most likely to help a
business's profitability?

A A decrease in supplier power.

0

B A new entrant into the market.

C Anincrease in buyer power.

o] [o

D New product development by a competitor.

[1 mark]
5.
0 2 Which of the following is an example of a business objective?
A An employee wants to increase her wages
B A social enterprise wants to benefit the local community
C A sole trader wants to receive enough profit to support
his family
D A social enterprise wants o increase sales by 10%
[1 mark]
6.
A business is planning to sell a new product in an existing market
Which Ansoff's competitive strategy is the business using?
A Diversification L~
B Market penetration _ ‘
C Market development LS
D Product development
[1 mark]
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Which is the best example of a risk faced by a business in 20177
A Competitors reduced their prices in May 2017 A—T
B Sales declined by 10% in February 2017 =1
C Unknown sales growth for August 2017
D A high probability of costs increasing in July 2017 <
[1 mark]

1.7 The main legislative and regulatory frameworks that apply to
organisations

0 6 Business X might use a trademark to protect an innovation because it is concemned
that its competitors might
[1 mark]

A advertise products using business X's logos
B dupiicate advertising matenal created by business X
C steal the ideas behind the innovation

D use the innovation in ther products

1.8 Different types of internal and external stakeholders and
customers
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0l1] A benefit of enterprise to external stakeholders is

o [1 mark]

A higher levels of environmental poliution,
B higher wages for employees
C improved goods and services for consumers.
D increased dividends for sharehoiders.

10.

Engaging with stakeholders can best help a business to innovate by

[1 mark]

A copying a competitor's product. =
B gaining finance to build a new factory. a=a
C getting cheaper materials from suppliers. =
D understanding what customers want. =1
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1.4 Legal entity types that organisations can form

11.

'1]1] Miais starting a business that creates games for mobile devices. The business requires
an initial investment of £30 000. Mia is determined to retain control of the business

Mia has savings of £16 000. In December 2018, she applied for a £14 000 business loan
from her bank. This was rejected as the bank was not prepared to take the risk, given that
Mia refused to secure the loan against her personal assets (eg her two-bedroom flat)

In addition, the bank believes Mia's business has a high probability of failing in the first

6 months.

Use the information above to analyse the suitability of Mia establishing her business as a
private limited company
[6 marks]
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1.5 Organisational objectives and strategies for achieving them

12.

A local café has been operating for 18 months. It has reviewed its objectives and
has set a new objective to generate a 10% increase in revenue by the end of
May 2018. To achieve this it is considering two different marketing mixes.

Marketing mix one

Place - offer an online delivery service
for lunches as well as their local café

Product - focus on favourites such as
cheese and ham sandwiches, cheese
pasties

Price — match the local competition
with special offers during school
holidays

Promotion - 20% discount if shopping
there during the school holidays

Marketing mix two

Place - open new cafes in new
locations

Product - focus on organic, heaithy
alternatives to pasties and sandwiches

Price — 10% more than the local chain
pasty and sandwich shop

Promotion - introduce a loyalty card
for customers to receive % off on
every fifth visit to the cafe

Use the information above to analyse the contribution made by each marketing
mix to achieving the café’s revenue objective.

[6 marks])
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13.

!

o,

An established pizza restaurant currently has no takeaway service. It plans to
introduce a takeaway service to include home delivery and collection.

They currently have the following marketing mix.

« Place - one restaurant that can seat up to 30 customers

Product — focus on quality of the pizza and its ingredients.

Price - offer a competitive pricing strategy and a price match scheme with other
nearby competitors.

Promotion - through word of mouth and flyers through local residents’ doors

Use the information above to analyse how the business may need to adapt the
marketing mix for its new takeaway service.
[6 marks]
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1.4 Legal-entity types that organisations can form
14,
Lego

The Lego Group i one of the largest manufaciurers and retailers of play material in
the world. 1t iz a private limited company based in Denmark that is wholly owned by
the Kristiansen family. The company’s product range includes Lego, Lego Duplo,
Lego Star Wars and Lego Friends.

Lego has been invesiing heavily in recent years; this has reduced the funds available
for dividends. It iz building new facilities in China and Mexico as part of its sirategy to
locate production nearer its markets. The company also investz significantly in
attempts to =pot consumer trends through market regearch and in new product
development. Each year, new product launches account for approximately 60% of
the company's sales.

The company’s profits are calculated in the Danish currency, the Krone. Given that it
i & global business selling in over 130 couniries and buying resources from around
the world, the company’s profits depend partly on exchange rates. A signific ant
proportion of itz sales are in Europe.
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The company’s mission statement is to ‘Inspire and develop the builders of
tomorrow’. Its culture is based on openness, frust and its core values of ‘Creativity,
Imagination, Fun, Learning, Quality and Care’. Legeo’s managers say that its

comtin. =~ i i nd that it is
mpor AN | 1n |nf?d e
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0 2 1| Legois a private limited company. Analyse how the decisions its managers maks
7 might be different if it was a public imited company.
[9 marks]
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1.7 The main legislative and regulatory frameworks that apply to
organisations

15.

Z@ To what extent do you think that UK businesses will experience a fall in profit if
governments limit free trade by adopting more protectionist policies?
[25 marks]
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