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FORMULAE FOR INTERNATIONAL GCSE BUSINESS

Gross profit margin:
Gross profit = revenue — cost of sales

gross profit «
revenue

Gross profit margin = 100
Operating profit margin:
Operating profit = gross profit — other operating expenses

operating profit y

Operating profit margin = 100
revenue

Markup:

Markup = profit per item 100

cost per item

Return on capital employed (ROCE):

operating profit
ROCE = P 9P

capital employed

Current ratio:

) current assets
Current ratio =

current liabilities

Acid test ratio:

current assets - inventory

Acid test ratio =
current liabilities
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Answer ALL questions. Write your answers in the spaces provided.

Some questions must be answered with a cross in a box X. If you change your mind about an
answer, put a line through the box £ and then mark your new answer with a cross [X.

NEXT is a well-known clothing retailer that operates in 70 countries and employs over
43,000 employees. Since NEXT commenced trading it has introduced many other
products to its range such as home interiors, flowers and a wedding list service.

In 1999 NEXT launched its own online shopping platform, enabling customers to purchase
its products where ever they live. It continues to improve its customer service by
introducing new initiatives such as next day delivery.

NEXT mainly uses its own factories for production. However, it does purchase some
clothes such as ladies dresses from Turkish factories.

1 (@) (i) Which one of the following sectors would a retail outlet operate in?

Select one answer.

A
B
C

D

Primary
Secondary
Tertiary

Quarternary

(ii) Which one of the following would be used to select a group of applicants for
interview?

Select one answer.

O n w >

Training
Shortlisting
Marketing

Advertising

3
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NEXT purchased 5,000 dresses from a Turkish manufacturer at 101.10 New Turkish

Lira (TRY) per dress.

The exchange rate is £1.00 (GBP) = 6.74 (TRY)

(iii) Which one of the following would NEXT pay in £ (GBP) to the Turkish
manufacturer for the 5,000 dresses?

Select one answer.

Nn @ >

D

5101
5674
33700
75000

(iv) Which one of the following describes Kaizen?

Select one answer.

Nn @ >

D

Skilled manufacturing
Just-in-time (JIT)
Market orientated

Continuous improvement

Figure 1 shows the number of online customers using NEXT in 2017-2018.

2017 2018

Millions Millions

Online customers 4.7 49
Figure 1

(v) What is the percentage increase, to two decimal places, of online customers
from 2017 to 2018?

Select one answer.

O n w >

2.00%
4.08%
4.26%

4.70%
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(vi) Which one of the following is a benefit of buying a franchise?

Select one answer.

The franchisor provides training to the franchisee

A franchisee pays a lower rate of Value Added Tax (VAT)

Nn @ >

The franchisor pays the franchisee to set up in business

D A franchisee makes all his/her own decisions

(b) Define the term delegation.

(c) Define the term venture capital.

(d) State one reason why NEXT might use cost plus pricing.

(1)

(1)

(1)

(1)
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NEXT predicts that its £727 million sales will grow by 3.2% next year.
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(e) Calculate the predicted sales for next year. You are advised to show your working.
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(f) Explain one disadvantage for a business that does not achieve its predicted
growth.

(3)
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(g9) Analyse the benefits to NEXT of training all its employees.

(6)

(Total for Question 1 = 20 marks)
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(a) State one reason why NEXT would want to promote its own employees.

(1)

(b) State one reason why NEXT complies with health and safety laws.
(1)

(c) Explain one reason why businesses fail.
(3)
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NEXT already uses a range of promotional methods to encourage customers to buy
its products. It is now considering the following two methods as a way of increasing
customer awareness of its brand and products:

Option 1: targeted advertising online
Option 2: e-newsletters.

(f) Justify which one of these two options NEXT should choose.

(9)
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3 NEXT works hard to remain competitive with other retailers of similar products.

(a) Define the term economies of scale.

(b) Outline one reason why NEXT uses special offers.

Of NEXT's 43,000 employees, 70% are women.

(1)

(2)

(c) Calculate the number of women working at NEXT. You are advised to show

your working.

(2)
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NEXT understands that some employees are motivated by non-financial methods and
these may help with employee retention. To do this NEXT is considering the following
two options:

Option 1: job rotation
Option 2: job enrichment.

(e) Justify which one of these two options NEXT should choose.

(9)
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4 NEXT continually monitors progress so that it can measure the success of its business.
It aims to do this through improving manufacturing techniques and cutting costs,
whilst still maintaining the quality of the goods produced.

Figure 2 shows selected financial information for NEXT in 2019.

2019
(£m)
Revenue 4221
Operating profit 590

Figure 2

(a) Calculate to two decimal places the operating profit margin for NEXT in 2019. You
are advised to show your working.

J
OO
”(’ RS _ T

SRR ’t

&
0% &
255 S5
poosee 5555 oo
LN K8
SO Suu
eSS, &/’0 fotol 0
oo 00« a%s
XoGELS S
oS XL
CHERLL KRR
fose & ' 9005078
Sosvar SRIX
PoOTAa e SIS
iy
Dos0ee: SO~
<SS oG amag®y
SXGG X e
SX IS IS0 8%
= S 3%
Doger—et i
TR Dog A%t
Josrei o toBROSe! o 039
KRS SRS
58 oo o
SREBAEL RS s
<l dogematel
SORBKLL  SKI8THX,
CPPASS  RELS
098 41588 SRRF
LRRIKSS S
o Dos ot
5 A7
[0)
.............................................................. /0

16



KRR KKK
2RIKS 3RS
SRRZK 3888
SEKXKEL KKK
‘:’:’:’:’:’ .:.:‘:.:.:’ H H H
§§§§$ 355%@‘ 6
ORKKKK KKK ( )
2R Sotetotote!
%Y
- >
. e
J
1950, 0SB’ -
LS %%
RS
o i
SSRGS
SRR (o
SSIL
S
2SS
00T o 5%
AGIXKL
e
XS
e 08
T
SegeTatrset
090 a0
%
e}
X
S
RIS
0300 00
o "
090 1909
ST
058 1 lo%s
ooeteless
2 XS
g
.:‘;v;::::’
Sttt fogs

G

SSORIRIIXRKS
SRR

oo %
g%:%
Y

0%

X
090000000 200000000000 000 0 %%

R
8

REARHHHKRLRLRLAKHKKS

SR

S RRRIRIIIIIIKKS

“‘..0.000000000000000
%%

S tetotetotetetotetotetetotetotetetotes,
05

Sodesetotototetotetotetotetototetete?

0% %
%
RRRK
2
23R
RRLRLS

o%
X5
RS
i
5

S
508 ==
KX
SKRBHXL
SIS
oge%a%%0%]

PRI e
00
55
0
6%

%%

f'
o5
208
5
%5
5
%5
:’
&
25
5
S
5

0>
09583
30005
%5
o

6
%
00

55

%
000

o5
QR
5SS
00

oS
35S

o%

ﬁ?@@@? 55355
LRI SRS
CIRAHRS SRR
<555 RS
SRIRRKS KKK
SILREKS SRR
CSIRAHRS SRR
CHRRIKS C5RHKS
SRIRRKS KKK
ILRIKS SR
CIRAHRS SRR
KERREK LRI
SRR SRR
CRAHRS XK
KRS SSRHKS
L
w
3 % - O
. <
4 s
O SERRRLS
» P
oo 55 S AR
BEBEES A
=5 S
2009098 bogee 00!
S S XS
PN QRRIIMKS
YR <SR
S ont %S SRS
ool SRINKS
NI QS
SRR SKommme,
S oscs
<5 Dogs s

%%
33

7

o
o

XXX

XK
N
%

(XS
prosegesecs
PHE]
3% %
RS

0%
X X
S5
1
%

0%
33
X
%
%

(00
KR
QK58
EARED
oS0,
3R

DOS, 1o 9]
5 SSOYX
D0 e
35 S g5
ST
9% 1088 S
oge  Jot ST
gvavad %
~
KETKS bose, &
dog tolotel S
030, %t boser %o,
TP SN
00 o &S
S .
QRXHXRS QXHHRL
9, SR
IR SIS
IR ILRS
KIRREK LRI
LXK RHHLLR
IR SIS
IR GRS
KIRREK LRI
LXK KHLLR
IR SIS
IR KRS
SRR KRS
35555? %ﬁ%ﬁﬁg
ERIKHS SREKHKS

17

Turn over »



(c) Evaluate the importance for NEXT of maintaining quality throughout all of its
manufacturing processes. You should use the information provided as well as
your own knowledge of business.

(12)
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