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2.96 . Current ratio for 2009: 2.96

€15.52m
1.41 . Current ratio for 2013: 1.41
€11.0m
Award
for the correct answer for 2009 and
answer for 2013. Award a maximum of
.

(€5.74m €0.94m)
€1.94m

for the correct

2.47 . Acid test ratio for 2009: 2.47

(€15.52m €4.32m)
1.02 . Acid test ratio for 2013: 1.02
€11.0m
Award
for the correct answer for 2009 and
answer for 2013. Award a maximum of
.

for the correct
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Between 2009 and 2013, liquidity declined at
: the current ratio fell from 2.96
to 1.41 and the acid test ratio from 2.47 to 1.02. Based upon the information
provided, the main cause of the decrease in liquidity was the slower turnover of
stock (stock turnover in days increased from 29.83 days in 2009 to 45.05 days in
2013). The probable cause of the increase in stock turnover was certain
inefficiencies that resulted from growth because the firm did not have one large
manufacturing facility but rather had numerous small facilities scattered around
Algiers. Whereas
liquidity situation at present is not a crisis, the trend is
worrisome and, if it continues,
will have genuine liquidity problems.

Award
if the candidate comments on the decline in liquidity such that
their comment conveys some understanding of liquidity.
Award
if the candidate (1) comments that liquidity at
is worsening
and (2) supports the response with some numerate details and/or addresses that the
liquidity situation is adequate and not yet a genuine problem (though soon
will be).
Award
if, in addition to the above, the candidate specifically links the
decrease in liquidity to the slower stock turnover or the diseconomies of scale that
have resulted from rapid growth, or makes some other relevant important and
insightful comment.
Maxi
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Break-even point
BEP

240 000
(1.6 0.4)
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Total fixed costs
Contribution
200 000 bottles

Award for the correct answer and
maximum of
.

for working, up to a

Margin of safety = Expected sales level – Break-even sales level =
3000 000 200 000 2800 000 bottles

Award for the correct answer and
maximum of
.

for working, up to a

Profit SR – TC (1.6 3000 000) – (240 000 (0.4 3000 000)) 4800 000 –1440 000
Profit $3360 000

Award
maximum of

for the correct answer and
.

for working, up to a
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Award marks as follows:
for each appropriately labelled axis (the vertical axis must include
reference to both costs and revenue) – award a maximum of
.
for an accurately drawn and labelled total revenue curve.
for an a ccurately drawn and labelled total costs curve.
for the identification of the break- even level of output.

If candidates use the word “sales” instead of “revenue” accept. In many
places in the world, sales and revenue are virtually synonyms, a least in everyday
use.
Award

if a candidate produces a table, and award no more than
if the chart is not neat, not drawn with a straight-edge, or is not to scale.
If a candidate produces a chart with no figures (which prevents determination if it
is to scale) but in other respects it is fully accurate, award a maximum of
.
Ideally, the candidate will draw an arrow pointing to the break-even point and
label the arrow. However, accept as an “accurately labelled” break-even point, a
vertical line from the -axis to the break-even point provided that the line is
labelled “break-even point”.
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The arrival of the American pottery company in South Africa could have a
significant impact on the host country. Some implications of the arrival will not
be welcomed:
small companies, like
, will face new competitive pressures and could
possibly be put out of business
the hand-made craft tradition in pottery could die (at least be weakened) and be
lost and replaced with mass production
profits will be directed out of the country
small, African owned businesses such as
could be weakened or altogether
cease to exist
assuming the success of the American company, there will be “an
Americanization” of South African culture, at least in the area of pottery.
On the other hand, the presence of the American company will also have some
positive implications:
the presence of the new and modern American facility will put pressure on
South African pottery businesses to modernize, which in the long run could
make them more competitive and, thus, viable for a longer period of time
the greater uniformity of the product (via mass production) and the reduction in
per unit cost may appeal to many South African consumers – they could feel
positive out of purchasing these types of goods
the decision by the American business to locate in South Africa, rather than in
some other country in southern Africa, means that South Africa will get the
benefit of 150 new, well-paying positions
the construction of the new manufacturing facility in South Africa represents a
major capital investment in the country.

Marks should be allocated according to the markbands on page 4.
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Relevant variable costs for Magda’s flower business include:
the flowers she buys before reselling them
the energy bills, for example, electricity bill for heating the shop will be higher
in winter
the fuel for the vehicle of the assistant who delivers flowers in the morning
supplies (decorative tissue paper, ribbons, boxes, vases, )
accept transporting but
cost of vehicle.

Do not accept wages (of part

Award
maximum of

-time employees).

for each relevant and correct variable cost identified up to a
.

Magda’s flower business follows a simple business model: she resells flowers; this
is, however, the only strand of revenue for her business: if one day she has no
customer who wants to buy flowers, the business will not earn any money that day.
She could have other sources of revenue, for example, selling other goods
(
greetings cards, gifts, accessories) or services (
teaching flower
arrangements at a local adult college), that way she would be less dependent on
just selling flowers.

Candidates are

expected to word their explanation as above.

Award
for a basic answer that shows partial knowledge and
understanding of the topic of sources of revenue.
Award

for a full, clear explanation of the sentence.
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A “just-in-case” method of stock control means that a business needs to have a
certain amount of stock to be able to supply any product to a possible customer.
If Magda joins
, she will need to have a high number of flowers in stock,
which is likely to be expensive, especially as flowers cannot be stored for long
periods: they wither and decay. This is easier in some industries, keeping large
amounts of stock, just in case (literally) someone asked.
A “just-in-time” method of stock control is different. It means that a business is
able to get hold of some products if the need arises. For example, Magda could
have a supplier of all types of flowers in the nearby town. If someone orders her
red roses in the morning, she can arrange this for the same day in the afternoon, as
one of the part-time assistants could drive there and get the flowers.

Award for an answer that shows some knowledge of stock control
methods. Award for an answer that refers to the difference between
just-in-case and just-in-time stock control at a generic, theoretical level.
It is possible to get one method of stock control correct, with application to the
stimulus, but
get the other stock control method correct and earn
.
for the correct method and
for correct application.

Award for an answer that combines “theory” (
definitions) and
“practice” ( reference to Magda’s flower business). Award for an
answer that clearly distinguishes between just-in-case and just-in-time stock
control with reference to both Magda’s flower business , and offers some other
element to the response that deepens it such as:
relevant reference to another business.
Some elaboration on implications (for example, just-in-case increases working
capital requirements)
A brief explanation of which method is more appropriate for Magda’s business.
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Joining an international franchise such as
has several advantages for
Magda. She would benefit from a wide existing network of customers and
suppliers. She would benefit from the brand name and well-established marketing
methods. She could also receive some training from the franchisor, which could
help her improve professionally (this may be important as she left school at 18,
when she was young).
However, there are some disadvantages too. Joining the franchise would cost her
money, probably high initial joining fees plus a percentage of the sales revenue of
the flower business. She might also be tied up by specific constraints
(for example, about what she is allowed to sell, flowers or other products);
she could lose some of her freedom (customers like the fact that she is creative,
but she might not be able to be as creative in the future).
The balance required for higher marks refers to the need to analyse both
advantages and disadvantages.

Marks should be allocated according to the markbands on page 3.
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Joining a regional trading bloc such as the European Union (EU) means that
commerce would be easier. This would particularly benefit Albanian businesses
involved in exports (towards other EU countries such as Italy) and imports (from
other EU countries such as Germany); Agon’s business (importing electrical
appliances from Germany) is in that latter category: if Albania joins the EU,
his business may be able to operate faster, with less paperwork and less border
control, and cheaper, with fewer import taxes.

Candidates are

expected to word their answer as above.

If a candidate writes about Gent’s business instead of Agon’s business
(regardless of the name that they use), award
if the candidate
demonstrates some understanding of how joining a regional trading bloc can help
a country’s businesses. No mark would be awarded for the application, as the
candidate is talking about the wrong business.

Award
for a basic answer that conveys partial knowledge and
understanding of the topic of regional trading blocs in general
Award
for a full, clear explanation that conveys knowledge and
understanding of a benefit for a business importing goods applied to Agon’s
business.
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