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1 (a) Distinguish between the ‘private sector’ and the ‘public sector’. [2]

The private sector consists of businesses owned and controlled by individuals or groups of
individuals.

The public sector consists of organisations owned by, accountable to and controlled by the
State (central or local government).

One mark for each accurate definition given (maximum 2 marks)

(b) Briefly explain two advantages of public sector businesses. [3]

The advantages of public sector businesses are said to include:

o the provision of goods and services that the private sector might not provide (merit and
public goods)

o the provision of critical goods and services that a State/Government needs to maintain
control over

e the provision of loss-making services where the social benefit is considered important

e appropriate funding/investment can be provided by the State to fund and develop
essential goods and services
provide employment opportunities and career progressions

e the internal environments may be less demanding than the private sector

o they often focus on social value and values, rather than raw competitive objectives.

Two advantages soundly explained (3 marks)
One advantage soundly explained or two partially explained (2 marks)
One advantage partially explained or a list of two (1 mark)
2 (a) Define ‘productivity’. [2]

Productivity can be defined as the effectiveness of productive effort as measured in terms of
the rate of output per unit of input. For example, output per worker over a specific time

period.
Sound definition given (2 marks)
Partial definition given (limited understanding) (1 mark)
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(b) Briefly explain two ways of improving manufacturing productivity in a business. [3]

Ways in which productivity levels could be improved include:

e improve the training of staff to raise skill levels — staff could become more efficient

e improve worker motivation — intrinsic and extrinsic rewards

e invest in more effective/advanced technology — might mean more capital intensive
process of production

e more efficient management, e.g. better supplies, better machine maintenance, better
people management.

Sound explanation of two ways to improve productivity (3 marks)
Sound explanation of one way or partial explanation of two (2 marks)
Partial explanation of one way or a list of two (1 mark)
Explain why accurate cost data is important to a business. [5]1

Explanations may include the following:

o without good cost information a business operates in the dark

e businesses must carefully record all their costs accurately so that profit can be determined
each period and managers have the information to make decisions

e acommon method of setting sales prices (cost plus) requires accurate cost data — even if
prices not determined in this way, managers need to compare sales prices against product
costs

e calculations of gross margin/gross profit require accurate cost of goods sold data — if not
accurate, the information in the Income Statement is misleading

¢ the Balance Sheet requires accurate data for the cost basis of inventory

e controlling costs and becoming more efficient is often the key to competitiveness and
companies need to use resources effectively — an accurate cost accounting system is vital —
cost analysis is very important

e to produce an accurate cash flow forecast

e to produce accurate/useful break even analysis.

Effective explanation of the importance of accurate cost data to a business (4-5 marks)
Explanation of the importance of accurate cost data to a business (2-3 marks)
Understanding of cost data (1 mark)

4 (a)

Define ‘product differentiation’.

[2]

Product differentiation can be defined as the process of making a product distinctive so that it

stands out from competitor products in the perception of consumers.

Sound definition given
Partial definition given (limited understanding)
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(b) Briefly explain two marketing benefits of product differentiation. [3]

Benefits could include:

o if marketing is concerned with strengthening the position of a product in the eyes of
customers, then product differentiation becomes a very important and potentially very

profitable activity

e product differentiation can create a competitive advantage for the seller as the customer
views such products as unique or superior — it pulls customers away from competitor

products

e product differentiation can create a ‘premium product’, allowing a premium price to be

charged and maintained

e product differentiation and the various means of establishing it then seen as an important
part of an effective marketing strategy — as a marketing concept it gives focus to product
in the marketing mix and identifies how the other 4P’s could make a contribution to such

differentiation.

Sound explanation of two benefits of product differentiation for the marketing of a

product

Sound explanation of one benefit or partial explanation of two benefits

Partial explanation of one benéefit or a list of two
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(a) Analyse the importance of employee motivation for the achievement of business

objectives. [8]
Level Description Marks

4 Good analysis of the importance of employee motivation for 7-8
achieving business objectives

3 Some analysis of the importance of employee motivation for 5-6
achieving business objectives

2 Some explanation/application of the importance of employee 34
motivation for achieving business objectives
Understanding of employee motivation 1-2

0 No creditable content 0

Answers may include the following.

e Motivation is said to have a direct impact on productivity and business efficiency.
e A poorly motivated workforce can lead to poor organisation performance, such as:

waste

poor quality

slow work
inconsistent work
high labour turnover.

e A high performing workforce can lead to:

high quality work
fast work
efficiency
reduced costs
loyal workforce.

Motivation is said to be the internal and external factors that stimulate people to take

actions that lead to the achievement of a goal. It is the role of managers and leaders to
ensure consistency between personal and corporate goals and objectives and to

recognise how important personal and corporate motivation and morale is for achieving
business success.

While answers may refer to the contribution of motivation theorists to organisations and

objectives, not about motivational theorists per se.
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(b) Discuss the view that managers and leaders perform very different functions in

business organisations. [12]
Level Description Marks

4 Effective evaluation of the view that managers and leaders perform 9-12
very different functions in business organisations

3 Limited evaluation of the view that managers and leaders perform 7.8
very different functions in business organisations
Analysis and some application of the view that managers and

2 : . . ) o 3-6
leaders perform very different functions in business organisations
Understanding of functions of managers and/or leaders 1-2

0 No creditable content 0

Answers may include the following.

A reference to academic distinctions/theory relating to managers and leaders that
suggest distinctive differences.
Managers seen as dealing with the operational ‘now’ — focus on control, efficiency —
perhaps a reference to Mintzberg.
Leaders seen as concerned with strategy, the long term, the vision, the purpose and
mission of the organisation — creativity, innovation, risk-taking — a more isolated role.
However, good answers will recognise that there is overlap — e.g. both need to motivate
and affect the culture of the organisation.

Very often the same people in the organisation are leaders and managers.
It often depends on the size and nature of the organisation being managed and led and
on the qualities of each leader and manager.

Lots of opportunity for evaluative comment.
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6 Discuss how and why an international food producing company might have corporate
social responsibility (CSR) as a business objective. [20]
Level Description Marks
5 Effective evaluation of the why and how of CSR in context 17-20
4 Limited evaluation and good analysis of the why and how of CSR in 13-16
context
3 Analysis of the why and how of CSR in context 11-12
Limited analysis with application of the why and/or how of CSR in 5-10
context
Understanding of CSR 1-4
0 No creditable content 0

Answers may include the following.

Why
e Company leadership may be committed to CSR — recognises need for accountability, not just
to shareholders.

e Recognises opportunity to make an environmental and social impact.
e May be a defensive attitude — to preserve market position.

e May make good business sense — reduce costs and waste.

e |tis in company mission statement.

How

e Company structures — such as a Chief Sustainability Officer — a Board of Directors’ Social
Responsibility Committee.

Company policies and protocols — guidelines for sourcing ingredients/suppliers.

Goals for reducing emissions, water use, energy use.

Supporting locations and farmers where grains grow.

Reviewing transport options to reduce carbon footprint.

Ensuring that CSR is in the company bloodstream/culture.

Level of evaluation will be influenced by the examples given of potential activities/organisation
arrangements and the quality of the discussion of reasons for adopting a CSR approach.
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7 (a) Analyse why it is important for businesses to effectively manage their levels of cash.
2]
Level Description Marks
4 Good analysis of the importance of effective management of levels 7-8
of cash.
3 Some analysis of the importance of effective management of levels 5-6
of cash
2 Some explanation/application of the importance of effective 34
management of levels of cash
Understanding of managing levels of cash 1-2
0 No creditable content 0

Answers could include the following.

Having cash allows a business to operate.

Managing your cash resources and making sure you have enough to meet your needs —
to pay wages, buy supplies is absolutely critical.

Hence importance of cash flow forecasting — cash in/cash out — a key management
tool — provide information about cash flow over a future period and provide the basis for
action to remedy situation before it appears.

Cash flow management — is the control of cash — management accountants deal with a
range of cash issues such as ensuring that sufficient cash is available for investment and
not tied up in inventory — putting in place procedures for chasing up outstanding debts.
Companies looking only at earnings and not managing cash flow unlikely to survive.
Cash flow management is concerned with accelerating the flow of cash into the business
and decelerate the flow of cash out of the business.

So cash flow forecasting and cash flow management are critical to the financial health
and survival of a business. The simple goal of good cash flow management is to have
enough cash on hand when you need it — applies to small and big businesses. There are
few more critical business activities.

Discussion of the dangers of too much and/or too little cash.
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(b) Discuss how liquidity ratios could be useful for external stakeholders of a business.
[12]
Level Description Marks
4 Effective evaluation of the usefulness of liquidity ratios for external 9-12
business stakeholders
3 Limited evaluation of the usefulness of liquidity ratios for external 7-8
business stakeholders
2 Analysis and some application of the usefulness of liquidity ratios for 3-6
external business stakeholders
Understanding of liquidity ratios 1-2
0 No creditable content 0

Answers could include the following.

e Liquidity ratios are used to assess the ability of a business to pay its short term liabilities
—e.g. current ratio and acid test ratio.

e They are an important measure of the short term health of a business — too little working
capital and danger of illiquidity — too much working capital and ineffective use of
resources.

o Key external stakeholders include existing or potential investors — existing or potential
loan providers, existing or potential suppliers.

o These external stakeholders will use liquidity ratios to assess the extent to which the
company has the necessary cash to fund its operations and plans.

o  Suppliers and other trade debtors will have a particular focus on liquidity ratios.

A profitable business will not survive very long if it cannot pay its daily expenses.

Answers may well refer to the limitations of liquidity ratios — the need to examine the
particular features of a business, for example where high inventory levels are common — also
need to be aware of trends — is the ratio improving or not? — and how accurate is the data?
Alternatively candidates might identify that liquidity ratios are only one part of the picture.
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