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Answer both questions

Read the following information and answer the questions that follow.

1 Recycling Rejects NI

 �Ben,�a�qualified�motor�mechanic,�was�made�redundant�in�2020�and�was�given�a�
redundancy payment of £10,000. With this money he started up his own business 
called Recycling Rejects NI. The aim of his business is to service and refurbish 
unwanted�bikes�and�scooters�and�sell�them�at�a�price�that�ensures�high�profit�
margins. The unwanted items are donated to the business. He employs and trains 
three apprentices to help him in his business.

  Recycling Rejects NI operates in a niche market where there are very few 
competitors selling refurbished second-hand bikes and scooters. Ben has found 
that consumers are attracted to the idea of buying a recycled bike or scooter which 
has been refurbished. This allows Ben to sell the bikes and scooters for a premium 
price and he has close contact with his consumers. However, because the business 
operates�in�a�much�smaller�market,�it�does�not�benefit�from�economies�of�scale,�such�
as buying the bicycle tyres and parts in bulk.

  Ben adds value to the business by promoting its environmentally friendly image. 
More and more consumers in the UK are aware of their waste, and Recycling 
Rejects NI wants to capitalise on this trend. He tries to educate his younger 
customers of the need to reduce, reuse and recycle. This will hopefully set the 
business apart from competitors such as Halfords.

 As�a�sole�trader,�Ben�can�keep�all�the�profits�and�decide�on�how�much�to�reinvest�
back into the business. He makes all the decisions on the various functions of the 
business and he can decide on the opening hours for the business. His major fear 
of being a sole trader is the risk of unlimited liability because he could lose his initial 
£10,000 investment and his personal possessions.

  The apprentices service and add value to the unwanted bikes and scooters, by 
repairing�and�re-painting�the�products�to�ensure�they�are�fit�for�resale.�New�seats,�
new tyres, brake-pads and paint add value to the bike or scooter. Ben sources the 
raw materials locally but also buys online to keep costs down. The apprentices 
have basic knowledge on how to repair bikes, but Ben trains most of the unskilled 
employees himself. 
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  Ben plans to expand the opportunities for recycling in 2021. He has sought advice 
from Invest NI and feels that he needs more land for premises in order to expand. 
Ben suggests moving closer to an industrial estate in Craigavon might be a solution.

  The expansion will require Ben to employ a full-time marketing manager who will 
promote their online social media activity, raising the awareness of recycling and 
environmental issues in Northern Ireland.

 (a) Explain one factor of production using an example from the case study.
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 (b) Analyse two ways that Recycling Rejects NI achieves added value.
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 (c) Analyse three features of a niche market in which Recycling Rejects  
NI operates.
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 (d) Evaluate Ben’s decision to operate Recycling Rejects NI as a sole trader.
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Read the following information and answer the questions that follow.

2  Dixons Carphone plc

 Dixons Carphone plc’s primary brands are Currys PC World and Carphone 
Warehouse. It sells consumer goods, such as refrigerators, televisions, vacuum 
cleaners, mobile phones, and many more household items. It is Europe’s leading 
specialist electrical and telecommunications retailer and it employs over 42 000 
people�in�eight�countries.�Its�UK�head�office�is�based�in�London�and�it�operates�
a centralised system of distribution centres for each of its regions, including 
Northern�Ireland.�The�centralised�distribution�system�delivers�significant�competitive�
advantage for Dixons, including reduced operating costs, reduced supplier delivery 
costs,�reduced�stock�volumes�in�stores�and�increased�flexibility�as�to�where�and�
when it delivers to homes across the UK.

 The company reported a strong sales performance in white goods (fridges, cookers 
and washing machines), tablets and gaming consoles. Its market share of white 
goods improved due to in-store and online sales. The increased demand for games 
consoles was due to the improved quality of its games, better graphics and the 
growing trend of online gaming.

 Dixons Carphone plc’s sales revenue for electricals, such as kettles, toasters and 
microwaves, rose by 2%. These goods are not expensive and consumers buy these 
items�more�frequently�to�update�their�kitchen.�The�Logik�brand�is�seen�as�low�price,�
but still good quality, and this helps Dixons Carphone plc achieve a cost advantage.

 The mobile phone market is a lot more challenging; a contributing factor could be 
lower levels of consumer disposable income. Sales revenue fell by 10% from 2018 
to 2019. This resulted in the retailer reporting a £259 million pre-tax loss for the year 
end to April 2019. Consumers are moving away from purchasing new phones, not 
signing up for 24-month contracts, choosing instead to keep their old phones for 
longer�and�move�to�more�flexible�contracts.

 However, despite reporting a pre-tax loss of £259 million the management team at 
Dixons Carphone plc use monetary methods of motivation. These are summarised  
in Table 1.
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Table 1: Table of monetary methods employed by Dixons Carphone plc

Performance-related pay The chief executive received a financial award worth 
more than £2.3 million based on his performance. 

Fringe benefits Dixons Carphone plc also offers fringe benefits to 
a variety of colleagues, including private medical 
insurance, eye care vouchers and dental plans. In 
2019/20 the company also brought in discounts for 
restaurants, beauty and fitness vouchers as well as 
personal accident insurance, travel insurance and 
family activity passes. 

 One strategy aimed at improving Dixons Carphone plc’s sales revenue overall is 
to�join�a�partnership�with�Amazon.�This�differentiates�Dixons�Carphone�plc�from�its�
competitors. Currys PC World will now sell Amazon’s Smart TV software, such as 
its Fire TV-branded 4K TV sets, priced from £349, which will appeal to the video-
streaming market. These televisions will be manufactured by JVC.

 (a) Explain the term consumer good, using an example from the case study.
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 (b) Analyse two ways in which Dixons Carphone plc can achieve a  
competitive advantage.
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 (c) Analyse three factors that influence the demand for Dixons Carphone  
plc’s products.
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 (d) Evaluate the monetary methods of motivation in Table 1, used by Dixons 
Carphone plc as a way of improving staff productivity. 
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THIS IS THE END OF THE QUESTION PAPER
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