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Examiner
1
Answer all the questions in the spaces provided. o
Local councils are under pressure to reduce expenditure on public and merit goods. One way
in which they are doing this is by turning off some street lights. Street lighting is an example of
a public good.
(a)  Give two examples of merit goods. [2]
(b)  Explain why street lighting is a public good. [4]
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Jackisan A level student who is undecided whether to go to university or to look for a permanent
job in business when he finishes his course. To help decide, he arranged a work placement at
Supreme Motors, the local Ford dealership.

Whilst working in the marketing department, Jack noticed that Supreme Motors sold different
types of Ford cars to different types of people. As a result, he gained a better understanding of
the importance of market segmentation to Ford and its customers.

(a) Explain, using two examples of market segmentation, how Ford and its customers can
benefit from this marketing approach. [6]
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At the end of the work placement, Jack’s boss offered him a full-time job as a car sales o
representative on a fairly good salary. Jack’s parents want him to go to university but Jack is
unsure of what to do.
(b)  How does this situation illustrate the concept of opportunity cost? [4]
10

© WJEC CBAC Ltd (1081-01)



BLANK PAGE

Turn over for question 3

© WJEC CBAC Ltd. (1081-01) Turn over.



3. The fall in incomes over the past three years is the biggest drop since the 1970s says a report
from the Institute for Fiscal Studies. As a result, consumers are changing from buying premium

products to cheaper products in the supermarket.

(a) Adapt the diagram below to show the effect of falling incomes on the market for

premium-brand baked beans and explain the changes that have taken place. [4]
A Supply
Price of
premium-brand
baked beans

P1

Demand

Ql
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(b)  Explain what factors, other than the drop in income, might affect the price of premium-
brand baked beans. [6]
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Magmatic Ltd is a private limited company that creates and distributes innovative, award-
winning children’s travel products designed to make family travel easier. Magmatic Ltd’s aim
is to become recognised as a successful creator of really useful travel products that facilitate
the perfect journey.

The Trunki suitcase

Magmatic Ltd all started with Trunki, the brainchild of designer Rob Law. He first came up
with the idea for a ride-on suitcase way back in 1997 whilst studying at university. He had been
given a project to design a piece of children’s luggage, so he went to his local department store
for inspiration. Disappointed by the luggage on offer to children, he found himself impressed
by ride-on toys in the toy department. That is when the idea for Trunki was born. 1.9 million
Trunkies have been sold in 6 years, a remarkable achievement for a product-orientated
company.

The company is keen to maintain the momentum for growth and now wishes to adopt a more
market-orientated approach. Also, if Magmatic Ltd becomes more successful, it might wish to
consider becoming a public limited company (plc).

Other products include the BoostApak, a booster seat that doubles as a backpack, and the
Yondi pillow, a travel head-rest for children.

BoostApak Yondi pillow

Source: Magmatic Ltd
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Examiner
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(a) Explain why Magmatic Ltd now wishes to adopt a more market-orientated approach. o

(b)  Discuss whether Magmatic Ltd should become a public limited company, or remain as
a private limited company. [8]
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People working in London were urged to rethink their travel plans during the 2012 Olympics o

to help avoid overcrowding on the transport network.
The Transport Secretary advised people to make alternative arrangements. He said people
should consider working from home, working flexible hours or changing travel times. This
made employers take a closer look at their current working patterns and to consider changing
them on a permanent basis.

Source: www.bbc.co.uk

Discuss the view that changing working patterns could benefit both employers and
employees. [10]
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