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No part of this product may be reproduced in any form or by any electronic or
mechanical means, including information storage and retrieval systems, without written
permission from the IB.

Additionally, the license tied with this product prohibits commercial use of any selected
files or extracts from this product. Use by third parties, including but not limited to
publishers, private teachers, tutoring or study services, preparatory schools, vendors
operating curriculum mapping services or teacher resource digital platforms and app
developers, is not permitted and is subject to the IB’s prior written consent via a license.
More information on how to request a license can be obtained from
http://www.ibo.org/contact-the-ib/media-inquiries/for-publishers/guidance-for-third-party-
publishers-and-providers/how-to-apply-for-a-license.

Aucune partie de ce produit ne peut étre reproduite sous quelque forme ni par quelque
moyen que ce soit, électronique ou mécanique, y compris des systémes de stockage et
de récupération d’informations, sans I'autorisation écrite de I'lB.

De plus, la licence associée a ce produit interdit toute utilisation commerciale de tout
fichier ou extrait sélectionné dans ce produit. L'utilisation par des tiers, y compris, sans
toutefois s’y limiter, des éditeurs, des professeurs particuliers, des services de tutorat
ou d’aide aux études, des établissements de préparation a I'enseignement supérieur,
des fournisseurs de services de planification des programmes d’études, des
gestionnaires de plateformes pédagogiques en ligne, et des développeurs
d’applications, n’est pas autorisée et est soumise au consentement écrit préalable de
I'IB par I'intermédiaire d’une licence. Pour plus d’informations sur la procédure a suivre
pour demander une licence, rendez-vous a l'adresse http://www.ibo.org/fr/contact-the-
ib/media-inquiries/for-publishers/guidance-for-third-party-publishers-and-providers/how-
to-apply-for-a-license.

No se podra reproducir ninguna parte de este producto de ninguna forma ni por ningun
medio electronico o mecanico, incluidos los sistemas de almacenamiento vy
recuperacion de informacioén, sin que medie la autorizacion escrita del IB.

Ademas, la licencia vinculada a este producto prohibe el uso con fines comerciales de
todo archivo o fragmento seleccionado de este producto. El uso por parte de terceros
—Ilo que incluye, a titulo enunciativo, editoriales, profesores particulares, servicios de
apoyo académico o ayuda para el estudio, colegios preparatorios, desarrolladores de
aplicaciones y entidades que presten servicios de planificacion curricular u ofrezcan
recursos para docentes mediante plataformas digitales— no estd permitido y estara
sujeto al otorgamiento previo de una licencia escrita por parte del IB. En este enlace
encontrard mas informacion sobre como solicitar una licencia: http://www.ibo.org/es/
contact-the-ib/media-inquiries/for-publishers/guidance-for-third-party-publishers-and-
providers/how-to-apply-for-a-license.
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Instructions to candidates

Do not open this examination paper until instructed to do so.

A clean copy of the business management case study is required for this examination paper.
Read the case study carefully.

A clean copy of the business management formulae sheet is required for this examination
paper.

Section A: answer two questions.

Section B: answer question 4.

A calculator is required for this examination paper.

The maximum mark for this examination paper is [40 marks].
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Section A

Answer two questions from this section.

1.

(a)
(b)

(a)
(b)

(a)

(b)

Outline two advantages for Accord of using job/customized production.

Explain how Accord can differentiate Enrich from the products of its competitors.

Describe two reasons why secondary market research may not be useful to Accord.
Explain possible economies of scale that may apply to ABC but not to Accord.

With reference to Accord, outline two possible steps for Aran and Kayla in starting the
business.

Other than a business angel (line 108), explain methods of external finance that
Accord could use to increase production capacity (line 108).
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Section B

Answer the following question.

4.

Aran and Kayla decided to launch Detox using batch production. It has now been on the
market for six months. Detox is showing strong growth, although sales for the first six months
were less than a quarter of Kayla’s target of 160000 bottles for the first year. The price of
Detox is $2.50 per bottle. The cost of goods sold is $160000 and the operating costs before
interest and tax are $20000 per year.

Enrich sales have not grown much and Aran is very disappointed. Customers, mainly
athletes, do not use the product frequently and it is difficult to find new customers. However,
research into customer perceptions indicates a very strong brand, resulting largely from
Accord's corporate social responsibility (CSR) and strong customer loyalty.

Aran does not like the way the business is organized by product and wants to change it so
that it is organized by function instead.

Following the success of Detox, Kayla wants to produce a range of snack bars based

on Enrich flavours and recipes. Accord would use the Enrich brand name for the snack

bars. The market for healthy snack bars is very competitive and dominated by a few large
companies who spend large amounts of money on advertising. The market is growing rapidly
— some market researchers estimate by 34 % per annum. There are many examples of small
businesses entering the market successfully on a small scale. Kayla estimates the proposal
would involve an investment of $100000, with forecast net returns of $80 000 for four years.
Aran thinks that the money could be better spent on marketing Enrich drinks.

(@) Define the term batch production.

(b) Based on a target of 160000 for the first year of production at Detox, calculate:
(i)  the gross profit generated by Detox;
(i)  the net profit margin of Detox.

(c) With reference to Accord, explain one advantage and one disadvantage of an
organizational structure based on product.

(d) Discuss Kayla’s plan to produce a range of snack bars.
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