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C&P Designs is a business partnership between Cory and Phoebe. They make handmade jewellery. Phoebe
works from home making all the jewellery such as necklaces and bracelets. C&P pays for materials when
they are ordered, but allows their customers one month to pay. Cory manages the accounts and the shop. He
is worried about cash flow, as shown in the Table. Cory said: ‘The bank will not increase our overdraft. We
should ask customers to pay more quickly.” Phoebe thinks advertising would increase sales but is worried
about legal controls on marketing.

Table: Cash flow forecast for C&P ($)

June July August

Cash inflow 480 440 460
Cash outflow:

Raw materials 240 260 240
Shop rent and other costs 200 200 220
Total cash outflows 440 460 460
Net cash flow 40 (20) Y
Opening balance (60) (20) (40)
Closing balance X (40) (40)
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Identify and explain two ways in which legal controls on marketing might affect C&P.
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QCH is a multinational company which makes a range of luxury cars. Last year it made a profit of $700m.
One of QCH’s objectives is to enter new markets. QCH wants to start producing cars in country C, a fast
growing economy. The Finance Director said: ‘Meeting customer needs is important. We could form a joint
venture or set up our own factory. Both options will be expensive, costing $800m. '

Identify and explain two reasons why QCH might want to enter new markets.
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