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SOLS makes 5 styles of luxury shoes for men, using job production. SOLS operates in a niche
market. Quality assurance is important. All materials, including leather, are imported. SOLS uses
cost plus pricing. The shoes are sold directly to customers through its website. The Managing
Director said: ‘We can sell our shoes for $100 less a pair than our competitors because we have
no shops.’ Demand is increasing and the Managing Director has to decide whether to change to
batch production.

(a) What is meant by ‘niche market'?

(b) Identify two advantages to SOLS (other than lower prices) of using a website to sell its products.
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I (d) ldentify and explain one advantage and one disadvantage to SOLS of using cost plus pricing.
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Filltum is the brand name for a chain of vegetarian restaurants. It has 28 restaurants, 16 of which
are operated by franchisees. The Managing Director is pleased with its fast rate of growth at a time
when many businesses are failing. She said: ‘Having a well-motivated workforce is important to
our success. All new employees are given on-the-job training.” Filltum plans to have 10 more
restaurants in the next year. The Managing Director has to decide whether to sell additional
franchises or open its own restaurants.
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(a) What is meant by ‘brand name’?

........................................................................................................................................... [2]
(b) Identify two reasons why a business might fail.
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(c) Identify and explain two ways in which having a well-motivated workforce can help Filltum
achieve success.
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AT (d) Identify and explain two advantages to Filltum of using on-the-job training.
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E:E (e) Do you think selling more franchises is the best way for Filltum to expand? Justify your answer.
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