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Advantage: 
• to be able to compete with new competitors by offering a more comprehensive service 
• demonstrating that costs could rise disproportionately as HP expands, (eg poorer communications), ie any aspect of economies of scale 
• to make more money (profit) 
• to reduce costs (economies of scale). 

Disadvantage: 
• higher risk, more to lose as there are several new competitors 
• any aspect of diseconomies of scale. 

1 mark for identifying the advantage/disadvantage and 1 mark for point developed/explained.
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ATR (2014) = (57-21)/60 or 36/60= 0.6 
1 mark for showing (57-21) or 36 and 60 
Correct answer (0.6) is 2 marks 
[bookmark: _GoBack]Allow fraction and percentage equivalents: 3/5, 6/10 etc or 60%.
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1 mark for stating or implying that change is not good. 
1 mark for identifying Carpets2U’s ability to pay short term creditors is not as good as it was. 
1 mark for developing response, this could include: the risk that further credit may be refused by suppliers; bank my not continue to extend overdraft; longer term loan would help.
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Read Item B and then answer the questions that follow.

Hey Presto Ltd

Parcel delivery company, Hey Presto Ltd, started in 1987 with just three vans. Over the
years the business has been successful and now has 120 vehicles which operate in the
London area. Most of the joumeys the vans make are through busy ity streets. A
number of smaller competitors have recently entered the parcel deivery market. These
new businesses charge lower prices in order to attract the customers from bigger
organisations such as Hey Presto. Often these companies own very old and unreliable
vans.

Major shareholder, Christine, would like to expand the business and to provide a national
senvice. Christine has been in talks with the owners of Birmingham-based Fast Track
L1td, a similar sized business to Hey Presto_ Fast Track's owners are keen to merge with
Hey Presto. Christine is unsure if merging i the best way for Hey Presto to expand

She believes that continuing to buy new vans each year from Hey Presto's prolits might
be a better idea.

Christine would also like to make the business more environmentally friendly. She is
considering replacing several diesel vehicles with electric vans, which are more
expensive to buy, but are cheaper to run and are less polluting
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Briefly explain one advantage and one disadvantage to Hey Presto of growing in
size.
[4 marks]

Advantage

Disadvantage_

Question 2 continues on the next page.
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[2 marks]

Extra space

3 (b) () Calculate Carpets2U's acid test ratio for 2014,

[2 marks]
Acid test ratio

Workings

Explain how the change in Carpet2U's acid test ratio might affect the business.
[3 marks]
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Explain how the change in Carpet2U's acid test ratio might affect the business.
[3 marks]
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