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4. Operations management Starter Quiz - BRI/

IGCSE Business Studies Name: Score:

1. 6 workers produce 300 units a day. What is productivity (units per worker)?

2. Which is a fixed cost?
(] factory rent
L] raw materials
[J power used by machines

L] piece-rate wages

3. Quality control mainly involves:
[J inspecting finished products to catch faults
[J building quality into every stage
[J ignoring quality

L] cutting prices

4. For a high-street shop, the most important location factor is usually:
[J closeness to customers
L] closeness to a coal mine
[J a remote rural site

O distance from all towns

5. Making a single, unique product to order is:
[J job production
[J batch production
[0 flow production

[J lean production

6. Selling price is 12 and variable cost per unit is 8. What is the contribution per unit?

7. Quality assurance focuses on:
[J preventing faults at every stage

[J inspecting only at the end

IGCSE Business Studies - Starter quiz ]/l @ @



[ increasing waste

(] lowering wages

8. Which are location factors? (Select all that apply.)
[J transport links
L] labour costs
L] government incentives
O the owner’s favourite colour

Tick every correct option.

9. Fixed costs are 1,600 and contribution per unit is 4. What is the break-even output (units)?

10. Why does quality matter to a business? (Select all that apply.)
[J it builds reputation
[J it keeps customers loyal
L] it reduces waste and returns
[] it raises raw-material costs

Tick every correct option.

IGCSE Business Studies - Starter quiz imj/M @ @



4. Operations management Answers - #H

IGCSE Business Studies

1. 50

300 = 6 = 50 units per worker.

2. factory rent

Rent does not change with output — a fixed cost.

3. inspecting finished products to catch faults

QC inspects the end product.

4. closeness to customers

Shops need footfall — closeness to customers.

5. job production

Job production makes one bespoke item at a time.

6. 4

Contribution = 12 — 8 = 4.

7. preventing faults at every stage

QA designs quality in so faults do not occur.

8. transport links; labour costs; government incentives

Transport, costs and incentives matter; the last does not.

9. 400

Break-even = 1,600 = 4 = 400 units.

10. it builds reputation; it keeps customers loyal; it reduces waste and returns

Quality builds reputation and loyalty and cuts waste; it does not raise material costs.

IGCSE Business Studies - Starter quiz imj/M @ @



IGCSE BUSINESS STUDIES « EXERCISE SHEET

4.1 Production of goods and services

Name: -~ Class: . Date: Total: 20 marks

KEY WORDS production 4= o batch it 545> o inventory JE{f e cost {4~ « technology 37 /A%

Objective

Build the skills to answer exam questions on production of goods and services /5
k%5 1A r” — the methods of production 7=k (job, batch, flow), productivity
H 7= lean production fEfiA:r” and just-in-time YERF ] (JIT).

You must be able to:

o describe job, batch and flow production
o explain productivity and how to raise it
o explain lean production and JIT inventory

1 Worked examples

B Methods of production

job batch flow

L

one unique a group, then a non-stop
item at a time switch to another line

Job (one item), batch (a group), flow (non-stop)

o Job Hf:H: 77 one item to order (a wedding cake). Batch it &4~ a group,
then switch. Flow Jfi/KZ4:r7: non-stop line (cars) — low unit cost but needs
high demand.

o Productivity 4:y73%: output per worker/machine; raise it by training, technol-
ogy, motivation.

o JIT UEWSH: materials arrive as needed — little inventory JFEfF — low storage
cost, but a late delivery stops production.

Answer shapes: K + App + An + Ev (a justified judgement, for “do you think”
questions).

IGCSE Business Studies o 4.1 Production of gos 1 services @
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2 Practice

2.1 Define the term productivity. 2]
2.2 State the difference between job and flow production. 2]
2.3 Define the term just-in-time (JIT). 2]

3 Exam-style questions

3.1 Identify two ways a business could raise its productivity. 2]

3.2 Explain two benefits to a manufacturer of using flow production. 6]

3.3 A furniture maker produces special, made-to-order pieces. Do you think it should
switch to flow production? Justify your answer. 6]

IGCSE Business Studies o 4.1 Production of gos 1 services @
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Solutions

IGCSE Business answers are marked by level of response: award K knowledge, App
application, An analysis and Ev a justified judgement.

2.1 how much output each worker or machine produces in a set time (2 for a clear
definition; 1 for a partial idea).

2.2 job production makes one item at a time to order; flow production makes goods
non-stop on a moving line (2 for a clear difference; 1 for a partial idea).

2.3 a system where materials arrive just as they are needed, so very little inventory is
held (2 for a clear definition; 1 for a partial idea).

3.1 any two of: train workers; use better machines/technology; improve motivation;
organise work better (1 + 1).

3.2 [6] For each of two benefits: K 1 + An up to 2 — e.g. low unit cost: machines
run non-stop making many identical units — economies of scale — low cost per item.
Consistent quality: a standard line — every unit is the same — fewer faults. Maximum
3 each.

3.3 [6] Both sides + judgement. For: flow production lowers the unit cost and raises
output. Against: flow production makes identical goods, but this maker sells special,
made-to-order pieces, so job production fits its product; flow lines are costly to set up and
remove the custom appeal. Judgement (Ev): the maker should keep job production
because its product is custom — flow production only suits high, steady demand for
identical goods.

IGCSE Business Studies ¢ 4.1 Production of go 1 services @



Name: (

3

) IGCSE Business Studies: w25 13

STB is a public limited company. It uses job production to build houses. In 2024 the business built
13500 houses. STB has many stakeholder groups including its 5000 employees. The Managing
Director knows business activity can affect the environment and that there are many reasons why
a business should respond to environmental pressures. She also wants to know how economic
growth might affect STB.

(a)

(b)

(c)

Identify two ways business activity can affect the environment.

L2/ TP

Identify two reasons why a business should respond to environmental pressures.

R CY= 10 o Tt TR

Outline two ways economic growth might affect STB.

L=/ TR



Name: ( ) IGCSE Business Studies: w25 13

(d) Explain two benefits to STB of using job production.

BN it i oo e e —————

(e) Do you think employees are the most important stakeholder group for a manufacturing business?
Justify your answer.



Name: (

) IGCSE Business Studies: w25 22

3 (a) Explain two reasons why FF uses job production.



Name: ( ) IGCSE Business Studies: w25 22

(b) Consider the following two sources of finance which could be used for working capital when
FF’s new shop opens. Which would be the best source for Kathryn to use? Justify your
answer.

. Bank overdraft
. Trade credit

BanK OVOIAralt: ...,



Name: ( ) IGCSE Business Studies: m25 22

3

(a) Explain one advantage and one disadvantage of CR holding inventory.

0 Y= ] = T 1= PSP



Name: ( ) IGCSE Business Studies: m25 22

(b) Consider the advantages and disadvantages of the following three ways CR could use to sell
its products. Which way should Charly choose? Justify your answer.

e  Selling through CR’s own shop
*  Selling online
e Selling to a wholesaler

Selling through CR’S OWN SNOP: .....eeiiiiiiieeiie et e e e e eeeaeeas



Name: ( ) IGCSE Business Studies: w24 11

1 RSL manufactures paint using flow production. Last year it produced 10 million litres of paint. RSL
has 6 managers and 80 employees working in its factory. The managers use different leadership
styles. RSL uses email and telephone calls as its methods of internal communication. The Operations
Manager wants to understand why some manufacturing businesses are relocating their operations
to other countries.

(a) Identify two benefits to a business of using flow production.

BN it T oo e —————

B N it 2 i

........................................................................................................................................... [2]
(b) Identify two reasons why people work.

R B aAS ON T i e e ——————

R B aAS ON 2y i

........................................................................................................................................... [2]

(c) Outline one advantage of RSL using each of the following methods of internal communication.



Name: ( ) IGCSE Business Studies: w24 11

(d) Explain two leadership styles RSL's managers might use.

Leadership style 1 ..

(e) Explain two factors a manufacturing business should consider when relocating its operations
to another country. Which factor is likely to be the most important? Justify your answer.



Name: ( ) IGCSE Business Studies: w24 12

2

SNT is an ethical business. It manufactures a range of soft drinks using batch production. In 2023
SNT produced 300000 bottles of soft drinks each week. There are many factors which affect how
much inventory the business should hold. SNT’s directors are planning to expand the business into
new markets in other countries by forming a joint venture. They are considering licensing as another
way to help overcome the potential problems of entering these new markets.

(a) Define ‘licensing’.

........................................................................................................................................... [2]
(b) Identify two factors which might affect how much inventory a business should hold.

FaCtOr Tr

= 11 (o | PO UPPPORRUPPIRt

........................................................................................................................................... [2]
(c) Outline two benefits to SNT of using batch production.

= T=T T {1 A PSPPSR

BN it 2. oot ——————————————————————————————————————————

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



Name: ( ) IGCSE Business Studies: w24 12

(d) Explain one advantage and one disadvantage to SNT of forming a joint venture when entering
new markets in other countries.

0LV Z= ] =T 1= PSSR

(e) Do you think the advantages to a business of being ethical are greater than the disadvantages?
Justify your answer.



Name: ( ) IGCSE Business Studies: w24 21

3

(a) Explain two benefits and two limitations of CC using batch production.

BN it i e —————

®



Name: ( ) IGCSE Business Studies: w24 21

(b) Consider the two options for CC’s new cookies outlined in Appendix 3. Which option should
CC choose to produce? Justify your answer using appropriate calculations.

L0110 o T R



IGCSE BUSINESS STUDIES « EXERCISE SHEET

4.2 Costs, scale of production and break-
even analysis

Name: -~ Class: . Date: Total: 23 marks

KEY WORDS fixed costs [ii 7 il 7% o break-even 7475 [~ « average cost [*#J 4~ « total cost i A

o revenue JiL A

Objective

Build the skills to answer exam questions on costs, scale of production and break-
even analysis i4c, 47 iR 5 % 5 P4 — fixed and variable costs [ g 5 1] 48
{4, revenue and profit it A 5FiE, and break-even %75 .

You must be able to:

« calculate total cost, average cost, revenue and profit
e calculate the break-even output and the margin of safety

o explain the limits of break-even analysis
1 Worked examples

B Costs, profit and break-even

IGCSE Business Studies o 4.2 Costs, scale of pr »n and break-even analysis @
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_ fixed
break-even = __fxercoste total revenue
] f total cost
3 rofit
S break-even
§ point
©
C
@©
2
(%]
S
los
———————————————————— mmmmmmm—mmm— e e m————— fixed cost
break-even
output
output (units)
Left of break-even is loss; right of it is profit
total cost = fixed 4 variable profit = total revenue — total cost

fixed costs

break-even output = — , -
price — variable cost per unit

o Worked: price $15, variable cost $5 — contribution $10. Fixed costs $8,000 —

break-even = %80 = 800 units.

« Margin of safety = actual output — break-even output (a big margin is safer).

IGCSE Business Studies o 4.2 Costs, scale of pr n and break-even analysis @
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TC=FC+VC - FC fixed

- VC rises with Q

total cost

variable cost

cost

fixed cost

output (units)

The fized and variable costs behind the break-even calculation

Answer shapes: K + App + An + Ev (a justified judgement, for “do you think”
questions).

2 Practice

2.1 Define the term fized cost.

2.2 A firm has fixed costs of $4,000 and variable costs of $3 per unit, and makes 1,000
units. Calculate the total cost.

2]

2.3 State what the break-even point means.

IGCSE Business Studies o 4.2 Costs, scale of pr »n and break-even analysis @
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3 Exam-style questions

3.1 A product sells for $20 with a variable cost of $8 per unit. Fixed costs are $6,000.

(a) Calculate the contribution per unit. [1]
(b) Calculate the break-even output. 2]
(¢) The firm makes 700 units. Calculate the margin of safety. 2]
3.2 Explain one benefit and one limitation of break-even analysis. 6]

3.3 Do you think break-even analysis is useful to a small business? Justify your answer.[6]

IGCSE Business Studies o 4.2 Costs, scale of pr »n and break-even analysis @



Solutions

IGCSE Business answers are marked by level of response: award K knowledge, App
application, An analysis and Ev a justified judgement.

2.1 a cost that does not change with output, such as rent or salaries (2 for a clear
definition; 1 for a partial idea).

2.2 $4,000 + (1,000 x $3) = $7,000 (2; award 1 for a correct method with the wrong
figure).

2.3 the level of output where total revenue equals total cost, so the business makes no
profit and no loss (2 for a clear definition; 1 for a partial idea).

3.1 (a) $20 — $8 = $12 (1). (b) break-even = %% = 500 units (2; allow follow-through).

(c) margin of safety = 700 — 500 = 200 units (2; allow follow-through).

3.2 [6/] K1 + An up to 2 each side — benefit: it shows how many units must be sold to
avoid a loss — helps set a sales target. Limitation: it assumes all output is sold and that

price and costs stay the same — in reality these change, so it is only a guide. Maximum
3 each.

3.3 /6] Both sides + judgement. For: quick and simple, shows the break-even point
and margin of safety, and supports a loan application — useful for a small firm at start-
up. Against: its assumptions (all output sold; constant price and costs) are unrealistic.
Judgement (Ev): break-even is a helpful planning guide for a small business, but it
should guide decisions, not make them alone — its value depends on how stable prices
and costs are.

IGCSE Business Studies o 4.2 Costs, scale of pr on and break-even analysis @
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Name: ( ) IGCSE Business Studies: w25 11

3 SBL is a fast food restaurant which sells 900 chicken burgers each week. It has 14 employees.
The owner, Vicki, provides her employees with training but does not currently use delegation. She
is preparing a break-even chart to help calculate SBL’'s margin of safety. A partially completed
break-even chart is shown in Fig. 3.1. Vicki wants to know how an economic recession might affect
her business.

Break-even chart for SBL

16000 Y ~
14000 —

12000 //
10000 % —
Costs/ o 00 N //

revenue $
6000 1 —
4000 —
2000 ,//”///'
0

0 100 200 300 400 500 600 700 800 900 1000

Output/sales per week (units)

Fig. 3.1

(a) Identify Xand Y.

)

D S

........................................................................................................................................... [2]
(b) Define ‘margin of safety’.

........................................................................................................................................... [2]



Name: (

) IGCSE Business Studies: w25 11

(c)

(d)

Outline two advantages of Vicki delegating tasks to her employees.

AQVANTAGE T e e e aas

Explain two possible effects an economic recession might have on Vicki’s business.

7= o At [T UPR
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(e) Explain two methods of training a business might use. Which is likely to be the best method
for a service business to use? Justify your answer.



IGCSE Business Studies: w25 12

Name: ( )

4 DJU manufactures clothing including jeans and trousers. There are 90 employees working in its
factory. DJU uses specialisation when making its products. The Managing Director is reviewing
DJU’s cost and output data. An extract is shown in Table 4.1. She wants to know how lower interest
rates might affect the business. DJU’s directors are considering different ways a business could

grow including taking over a competitor.

Table 4.1

Extract from DJU’s cost and output data (per week)

Fixed costs

$400000

Total costs

$595000

Total output

85000 units

(a) Define ‘fixed costs’.

(b) Calculate DJU’s average cost per unit per week. Show your working.

WV OTKING et

Nl AN S W oo e e e e

(c) Outline two ways lower interest rates might affect DJU.

L7723/ PP PP PPPTTT

[2]



Name: ( ) IGCSE Business Studies: w25 12

(d) Explain one advantage and one disadvantage to DJU of using specialisation when making its
products.

0 AV Z= | =T [ RS

(e) Do you think the advantages of taking over a competitor are greater than the disadvantages?
Justify your answer.



Name: ( ) IGCSE Business Studies: w24 13

1 BPT manufactures bicycles in country A. It uses batch production. The Operations Director is
preparing a break-even chart for one of BPT’s bicycles, as shown in Fig. 1.1. The directors are
considering ways to lower BPT’s break-even level of output. BPT imports 60% of its raw materials
and exports its bicycles to 8 countries. The Managing Director wants to know how a depreciation
in country A's exchange rate and the introduction of import tariffs might affect BPT.

Partly completed break-even chart for one of BPT’s bicycles

300000
250000
Y
fl/
pd
/'
200000
7
/'
A —A X
costs and iy =
revenue $ 100000 e ~
r’/ ol
P -
P
100000 =
pd
A A
1 /'l,
50 00045 L
/'l,
Nt
0 50 100 150 200 250 300
output in units
Fig. 1.1
(a) Identify the lines labelled X and Y in Fig. 1.1.
D PSPPSRI
PP
........................................................................................................................................... [2]
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(b) Define ‘import tariff’.

(c)

(d)

Outline two ways BPT could lower its break-even level of output.

L= 3/ TP

Explain two ways a depreciation in country A's exchange rate might affect BPT.

Y T
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(e) Do you think batch production is the best method of production for a business to use? Justify
your answer.



Name: ( ) IGCSE Business Studies: s24 11

1 FBMis a boat building business. It has 100 skilled employees. The Operations Director is concerned
that FBM holds a high level of inventory. She is also concerned that the business is starting to
experience diseconomies of scale. The Finance Director has been asked to analyse FBM’s cost
and output data. An extract is shown in Table 1.1.

Table 1.1
Extract from FBM’s cost and output data

Variable costs per unit $5000

Fixed costs per year $600000

Number of boats made each year 300

(@) Define ‘diseconomies of scale’.

(b) Identify two ways a business can use cost data to help make decisions.

L AT 1Y PSP

(c) Identify four fixed costs a business might have.

[T ) (=T I oo -1 e OO
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(d) Explain one advantage and one disadvantage to FBM of holding a high level of inventory.

0 AV Z= ] ¢= T 1= PSRRI

(e) Do you think customers have a more important role in the success of a business than its
employees? Justify your answer.



IGCSE BUSINESS STUDIES « EXERCISE SHEET

4.3 Achieving quality production

Name: -~ Class: . Date: Total: 20 marks

==

KEY WORDS quality Jii 5 ¢ quality assurance Jii &1 o customers Jili% o quality control Jit &+ il
o brand i} i#t

Objective

Build the skills to answer exam questions on achieving quality production SZEL G
H 7= — why quality i matters, and the difference between quality control i &%
il and quality assurance Jfi &5k

You must be able to:

o explain why quality matters to a business
 distinguish quality control from quality assurance
o analyse the benefits of good quality

1 Worked examples

B Managing quality
quality control

‘ stage H stage H stage H inspect

quality assurance

Q. 0 O

‘ stage H stage H stage ’quality built in at every stage

check only at the end

Control finds faults; assurance prevents them

e Quality Jfits: a product is good enough for what customers need.

« Good quality — a strong brand ) # and loyalty, fewer returns and complaints,
a higher price.

¢ Quality control Jfi 55 H: inspectors check finished goods at the end.

e Quality assurance Jiim{#il: every worker builds quality in at every stage, to
prevent faults.

Answer shapes: K + App + An + Ev (a justified judgement, for “do you think”
questions).

IGCSE Business Studies ¢ 4.3 Achieving quality ction @



2 Practice

2.1 Define the term quality. 2]
2.2 State the difference between quality control and quality assurance. 2]
2.3 Identify two benefits to a business of producing good-quality products. 2]

3 Exam-style questions

3.1 Identify two problems caused by poor quality. 2]

3.2 Explain two benefits to a business of using quality assurance. 6]

3.3 Do you think quality is the most important factor in a product’s success? Justify
your answer. 6]

IGCSE Business Studies ¢ 4.3 Achieving quality ction @
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Solutions

IGCSE Business answers are marked by level of response: award K knowledge, App
application, An analysis and Ev a justified judgement.

2.1 a product being good enough for what customers need (2 for a clear definition; 1 for
a partial idea).

2.2 quality control checks finished goods at the end and removes faulty ones; quality
assurance builds quality into every stage to prevent faults (2 for a clear difference; 1 for
a partial idea).

2.3 any two of: a strong brand and loyalty; fewer returns and complaints; can charge a
higher price (1 + 1).

3.1 any two of: lost customers; damaged brand; more returns and complaints; wasted
materials (1 + 1).

3.2 /6] For each of two benefits: K 1 + An up to 2 — e.g. fewer faults: quality built
in at each stage — faults caught early, not at the end — less waste. Better reputation:
consistent quality — customers trust the brand — repeat sales. Maximum 3 each.

3.3 /6] Both sides + judgement. For: poor quality loses customers and damages the
brand, so quality is vital for repeat sales. Against: price, promotion and place also
matter — a high-quality product still fails if it is too dear or unknown. Judgement
(Ev): quality is very important, but it must combine with the right price and good
marketing — it is a key factor, not always the most important; it depends on the product
and market.

IGCSE Business Studies ¢ 4.3 Achieving quality ction @
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1

N

IGCSE Business Studies: w25 12

BEI is a multinational company. It manufactures aeroplanes. Quality assurance is important. BEI
has 5000 employees. BEI's directors have announced plans to reduce the size of its workforce
(downsize). The Human Resources Director is considering which employees to make redundant.
Information about employee A can be found in Table 1.1.

Table 1.1

Information about employee A

» Worked at BEI for 1 year

» Worked at another manufacturing business for 12 years

* Able to use most of the machines at BEI

* Often late for work
* Popular with other employees

* Left school with 2 IGCSEs

(a) Define ‘quality assurance’.

(b) Identify two reasons why a business might reduce the size of its workforce.

R B aASON 7 e e
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(c) Outline, with reference to BEI, the difference between redundancy and dismissal.

(d) Explain one advantage and one disadvantage of BEl making employee A redundant.

FaNo A 2= g1 =T = PP
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(e) Explain two possible benefits to a country of a multinational company locating there. Which
benefit is likely to be the most important? Justify your answer.



Name: ( ) IGCSE Business Studies: w25 22

4

(a) Explain two reasons why high quality is important for FF.



Name: ( ) IGCSE Business Studies: w25 22

(b) Using Appendix 3 and other information, consider the following two ways FF could contribute
to sustainable development. Which way should Kathryn choose? Justify your answer.

*  Buying all flowers from sustainable sources
e Using electricity from renewable sources

Buying all flowers from sustainable SOUICES: .........cccoiiiiiiiiiiiiie e
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1

NFC manufactures shoes using batch production. Quality assurance is used to maintain quality.
NFC uses market segmentation. The Marketing Director is reviewing NFC’s product range. He
knows there are both benefits and limitations to developing new products. He also knows the
promotion of products is important.

(a) Define ‘batch production’.

........................................................................................................................................... [2]
(b) Identify two aims of promotion.

20 0 T

N0 2

........................................................................................................................................... [2]
(c) Outline one advantage and one disadvantage to NFC of using quality assurance.

FaNo A 2= g1 =T = PP PPPPPPPPP

ST Lo AV 2= ] c= T 1= PP

........................................................................................................................................... [4]
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(d) Explain two benefits to NFC of using market segmentation.

(e)

BN it i oo e e —————

Do you think the benefits for a business of developing new products are greater than the
limitations? Justify your answer.



Name: ( ) IGCSE Business Studies: m25 12

2

Rachel’s business produces and sells chocolate bars. Quality is important. Rachel is a sole trader
who received government support when she started up her business. The business operates in a
competitive market. Rachel is considering ways to increase sales of her best-selling product. She
is also planning to introduce a new chocolate bar. Rachel knows deciding which pricing method to
use for a new product is important.

(a) Define ‘sole trader’.

........................................................................................................................................... [2]
(b) Identify two ways a government can support business start-ups.

LA = 1Y PP PRPPPRPPPIN

LA = 1Y PRSPPI

........................................................................................................................................... [2]
(c) Outline two ways Rachel could increase sales of her best-selling product.

LA = 1Y PSP UPRPPPRPPPIN

VY 2. e e e e e e e e e e e e e e e e aaaaaas

........................................................................................................................................... [4]
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(d) Explain two reasons why quality is important to Rachel’s business.

(e)

R B aAS ON e e

Do you think price skimming is the best pricing method for a business to use when introducing
a new product? Justify your answer.



IGCSE BUSINESS STUDIES « EXERCISE SHEET

4.4 Location decisions

Name: - Class: - Date: Total: 18 marks

KEY WORDS market 1{137 ¢ manufacturing filiZl. ¢ raw materials J7#1 %} o service IR 45 o tariffs 525

Objective

Build the skills to answer exam questions on location decisions #ElF#t3f — the factors
that affect where a manufacturing i3\ or service k45 business locates, and locating
in another country.

You must be able to:

o state the factors a manufacturing business considers when choosing a location
» explain how a service business’s location factors differ
« analyse a location or relocation decision

1 Worked examples

B Choosing a location

The best location gives the greatest total benefit

o Manufacturing factors: nearness to raw materials |5/ #}, nearness to the
market 734, land cost, suitable labour, transport links, government grants.

» Service factors: mostly nearness to customers, passing foot traffic, nearby shops,
rent.

IGCSE Business Studies o 4.4 Location decision @



« Locating abroad: reach new customers, lower wages/rent, or avoid tariffs F#{
— but face different laws and languages.

TC=FC+VC - FC fixed

- VC rises with Q

total cost

variable cost

cost

fixed cost

output (units)

Location changes the cost structure — cheaper land lowers fixed costs, nearness to
market lowers variable transport

Answer shapes: K + App + An + Ev (a justified judgement, for “do you think”
questions).

2 Practice

2.1 Identify two factors a manufacturing business considers when choosing a location.|2]

2.2 State one location factor that matters most to a service business.

2.3 State one reason a business might locate in another country.

IGCSE Business Studies o 4.4 Location decision



3 Exam-style questions

3.1 Identify two factors that affect the location of a shop. 2]

3.2 Explain two factors a manufacturer should consider when choosing where to locate
its factory. 6]

3.3 A manufacturer is deciding whether to move its factory to a country with lower wages.
Do you think it should move? Justify your answer. 6]
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Solutions

IGCSE Business answers are marked by level of response: award K knowledge, App
application, An analysis and Ev a justified judgement.

2.1 any two of: nearness to raw materials; nearness to the market; land cost; suitable
labour; transport links; government grants (1 + 1).

2.2 nearness to customers (or passing foot traffic) (1).

2.3 any one of: reach new customers/markets; lower wages or rent; nearer raw materials;
avoid tariffs (1).

3.1 any two of: nearness to customers; passing foot traffic; nearby shops; the rent (1 +
1).

3.2 [6] For each of two factors: K 1 + An up to 2 — e.g. nearness to raw materials:
heavy materials are costly to move — locating nearby cuts transport costs. Suitable
labour: enough skilled workers nearby — the factory can be staffed — it runs smoothly.
Maximum 3 each.

3.3 /6] Both sides + judgement. For moving: lower wages cut costs and raise profit,
and it may reach new customers. Against: different laws, languages and customs, higher
transport of finished goods back, and possible loss of quality and control. Judgement
(Ev): moving can cut costs sharply, but only if the savings outweigh the added risks and
quality can be kept — it depends on the size of the wage saving and how well the firm
can manage a distant site.
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1

WMH is a business which operates in the secondary sector. It makes furniture including tables and
chairs. WMH’s employees are all members of a trade union. The Managing Director knows the
business is likely to remain small. She is considering introducing new technology into WMH’s
factory. She also knows it is important for a manufacturing business to choose a suitable location
for a factory.

(@) Define ‘trade union’.

........................................................................................................................................... [2]
(b) Define ‘secondary sector’.

........................................................................................................................................... [2]
(c) Identify four reasons why a business might remain small.

== 0] o e PPt

ST = 0] o 2Pt

= 0] o G PP

Y= S0 o PP

........................................................................................................................................... [4]
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(d) Explain two possible effects of WMH introducing new technology.

o 1 =Y o1 At RSP

(e) Explain two factors a manufacturing business should consider when deciding on a suitable
location for a factory. Which factor is likely to be the most important? Justify your answer.
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3

Miguel plans to start up a gym (sports club). It will offer a range of fitness classes including yoga.
The business will be a partnership with his sister. Miguel thinks the size of the business will remain
small. Secondary market research will be used to help make decisions including which pricing
method to use. Miguel knows it is important for a new business to select a suitable location.

(a) Define ‘partnership’.

........................................................................................................................................... [2]
(b) Identify two ways to measure the size of a business.

1A= Y2t PSPPI

AT = 1Y PRSPPI

........................................................................................................................................... [2]
(c) Outline two pricing methods Miguel could use.

MeEthod 1.

1Y/ =Y 1 [ Yo 2P PPPRRSUPPINt

........................................................................................................................................... [4]
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(d) Explain one advantage and one disadvantage to Miguel of using secondary market research.

FaNo AZ=T g1 =T = PP

(e) Do you think access to employees is the most important factor for a new business to consider
when deciding on a suitable location? Justify your answer.



Name: ( ) IGCSE Business Studies: s25 13

3

GAE is a multinational company. It manufactures steel. GAE has 2400 employees and has factories
in 4 countries. The business regularly introduces new technology. Holding inventory is important.
GAE’s directors are planning to build a new factory and want to know how legal controls over
location might affect this decision. The Managing Director said, ‘The new factory will create many
external benefits.’

(a) Define ‘external benefits’.

........................................................................................................................................... [2]
(b) Identify two ways legal controls over location might affect a business.

L7723/ TP

Y 2

........................................................................................................................................... [2]
(c) Outline two advantages to GAE of introducing new technology.

AQVANTAGE T s

AQVANTAGE 2. o

........................................................................................................................................... [4]
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(d) Explain two reasons why holding inventory might be important for GAE.

R B aAS ON i i —————

(e) Explain two benefits to a business of being a multinational company. Which benefit is likely
to be the most important? Justify your answer.
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1 RSL manufactures paint using flow production. Last year it produced 10 million litres of paint. RSL
has 6 managers and 80 employees working in its factory. The managers use different leadership
styles. RSL uses email and telephone calls as its methods of internal communication. The Operations
Manager wants to understand why some manufacturing businesses are relocating their operations
to other countries.

(a) Identify two benefits to a business of using flow production.

BN it T oo e —————

B N it 2 i

........................................................................................................................................... [2]
(b) Identify two reasons why people work.

R B aAS ON T i e e ——————

R B aAS ON 2y i

........................................................................................................................................... [2]

(c) Outline one advantage of RSL using each of the following methods of internal communication.
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(d) Explain two leadership styles RSL's managers might use.

Leadership style 1 ..

(e) Explain two factors a manufacturing business should consider when relocating its operations
to another country. Which factor is likely to be the most important? Justify your answer.
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