Diploma Programme
Programme du diplome

Programa del Diploma

© International Baccalaureate Organization 2023

All rights reserved. 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 the prior written permission from the IB. Additionally, the license tied with this
product prohibits 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, whether fee-covered or not, is prohibited and is a
criminal offense.

More information on how to request written permission in the form of a license can be
obtained from https://ibo.org/become-an-ib-school/ib-publishing/licensing/applying-for-a-
license/.

© Organisation du Baccalauréat International 2023

Tous droits réservés. 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
systemes de stockage et de récupération d’informations, sans Il'autorisation écrite
préalable de I'IB. De plus, la licence associée a ce produit interdit toute utilisation 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, moyennant
paiement ou non, est interdite et constitue une infraction pénale.

Pour plus d’informations sur la procédure a suivre pour obtenir une autorisation écrite
sous la forme d’une licence, rendez-vous a I'adresse https://ibo.org/become-an-ib-school/
ib-publishing/licensing/applying-for-a-license/.

© Organizacion del Bachillerato Internacional, 2023

Todos los derechos reservados. No se podra reproducir ninguna parte de este producto
de ninguna forma ni por ningiin medio electrénico o mecanico, incluidos los sistemas de
almacenamiento y recuperacion de informacién, sin la previa autorizacion por escrito del
IB. Ademas, la licencia vinculada a este producto prohibe el uso de todo archivo o
fragmento seleccionado de este producto. El uso por parte de terceros —lo 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 planificacién curricular u ofrezcan recursos para
docentes mediante plataformas digitales—, ya sea incluido en tasas o no, esta prohibido
y constituye un delito.

En este enlace encontrara mas informacién sobre cémo solicitar una autorizacién por
escrito en forma de licencia: https://ibo.org/become-an-ib-school/ib-publishing/licensing/
applying-for-a-license/.

International Baccalaureate”
Baccalauréat International
Bachillerato Imtemnacional




Diploma Programme
Programme du dipléme

Programa del Diploma

Business management
Standard level
Paper 1

23 October 2023

Zone A afternoon | Zone B afternoon | Zone C afternoon

1 hour 15 minutes

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].

8823-5013
4 pages © International Baccalaureate Organization 2023

International Baccalaureate
Baccalauréat International

Bachillerato Internacional




-2- 8823-5013

Section A

Answer two questions from this section.

1.

(a)

(b)

(a)

(a)

(b)

Outline two reasons why BRD may have chosen external growth rather than internal
growth for its expansion (lines 27-28).

Explain how Arnold’s relationship with BRD’s employees may have affected productivity
at BRD (lines 58-72).

Outline two ways in which BRD could change its marketing mix when it switches to
making model trains with plastic rather than metal in 2024 (lines 108-110).

Explain the likely impact on BRD of changing from batch production to cellular
manufacturing (lines 41-56).

Outline two types of secondary market research that BRD could have used to identify
the reasons for the decline in sales of model train sets and plastic model kits
(lines 114-115).

Explain the likely impact on BRD of selling additional share capital to solve its liquidity
problem (lines 124—-141).

[4]

[6]

[4]

[6]

[4]

[6]



Answer the following question.

4.
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Section B
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BRD manufactures Matchfix plastic model kits in its Liverpool factory. The Matchfix product

range was profitable until 2020. The market is competitive, and prices are increasingly

important to customers. BRD uses a cost-plus (mark-up) pricing strategy and reviews its kit
prices regularly. In 2021, the cost of plastic increased by 20 %, with a further increase in 2022

of 25 %. Matchfix plastic model kit sales fell in 2021 and again in 2022.

By 2022, 50 % of the Liverpool factory space was unused. The marketing director, Simpson
Smith, wants to attract a new market segment. He has suggested two options for this unused
space: a science and imagination centre and a railway museum.
* Option 1: A science and imagination centre. This would include interactive exhibits, allowing
families to experiment with wind, magnets, electricity, and light. Highly trained employees would
be needed to assist with experiments.
* Option 2: A railway museum. This would display full-size railway engines and rail cars used in
the 20th century. A small number of employees would be needed as guides.

For each option, the entrance fee would be £15 per adult, with accompanied children

entering for free. BRD would also open a café. Fixed costs for the café are forecasted at

£25000 per annum and variable costs at £10 per customer. Simpson has predicted that 80 %
of visitors will visit the café, with an average spend per adult of £15. Forecasted costs and
visitor numbers for both options are shown in Table 1 and Table 2.

Table 1: Forecasted costs for Option 1 and Option 2

Setup costs Annual total Annual total
variable costs | fixed costs
Option 1: Science and £500000 £90000 £360000
imagination centre
Option 2: Railway museum | £800000 £30000 £50000

Table 2: Forecasted number of paying visitors for Option 1 and Option 2

Option 1: Science and
imagination centre

Option 2: Railway museum

Number of paying visitors

Year 1 30000 50000
Year 2 45000 52000
Year 3 55000 55000
Year 4 63000 55000
Year 5 70000 55000

(This question continues on the following page)
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(Question 4 continued)

(@)
(b)

(d)

Define the term market segment. [2]

Explain one advantage and one disadvantage for BRD of using a cost-plus (mark-up)
pricing strategy for its Matchfix plastic model kits. [4]

Calculate:

(i) the number of paying café visitors needed for the café to make a profit of
£200000 (show all your working); [2]

(i)  the profit that BRD would make in year 3 from operating the café
(show all your working). [2]

Recommend whether BRD should choose Option 1 (the science and imagination
centre) or Option 2 (the railway museum). [10]






