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ADVANCED PROFICIENCY EXAMINATION



SPECIMEN PAPER MULTIPLE CHOICE QUESTIONS FOR MANAGEMENT OF BUSINESS UNIT 1



READ THE FOLLOWING DIRECTIONS CAREFULLY



Each item in this test has four suggested answers lettered (A), (B), (C), (D). Read each item you are about to answer and decide which choice is best. Sample Item Which ONE of the following actions CANNOT be taken by a trade union?



(B) (C)



(A) Picketing Strike Go slow (D) Lock out



Sample Answer A



B



C



D



The best answer to this item is “Lock out”, so answer space (D) has been blackened.
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1.



Which of the following is the BEST denition of a franchise? (A) (B) (C)



(D)



A partnership between a frachisor and a franchisee A sole trader operation A ready-made business with a licence to trade from its parent company A subsidiary of a parent company



6.



Which of the following indices is used to measure the levels of ination in a country? (A) (B) (C) (D)



7.



Counsumer expenditure Retail price Income growth Population growth



Which of the following are reasons for setting objectives?



2.



Which of the following is NOT a feature of a free market economy?



I. II.



(A) Good worker motivation (B) No restrictions on pollution control (C) Long term planning (D) Inecient public transportation



3.



III. IV.



A company which owns or controls production or service facilities outside the country in which it is based is refered to as



(A) (B) (C) (D)



(A) conglomorate multinational



(B) (C) (D)



4.



international export-oriented



8.



Caribbean economies can be BEST described as



(B) (C)



free market centrally planned capitalist mixed



(B) (C) (D)



5.



Which of the following are variable costs? I. II.



Rent Depreciation



III. IV.



Materials Maintenance (A) (B) (C) (D)



I and II only I and III only II and IV only III and IV only



(D)



9.



I and II only II and IV only I, II and III only II, III and IV only



Some countries are willing to host multinational corporations because (A)



(A)



To know what to do if things go wrong To moniter progress as it takes place To identify how much prot has been made To ensure that everything is going as planned



prots can be reinvested in the host country their GDP will be increased their natural resources will be conserved local competing rms can coexist and thrive



Which one of the following is the MOST likely benet, to a multinational, operating in the host country? (A) (B) (C) (D)



Reduced cost of production Creating employment opportunities for locals Improving the Gross Domesti c Product for the host country Assisting local rms to become
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10.



In the structure of Caribbean public corporations, the line minister is ultimately accountable to the



14.



members of Parliament prime minister citizens statutory board



Leesing Upholsters is a small business operating in St Lucy, Barbados. In which of the following ways is this rm LEAST likely to expand?



(A) (B) (C) (D)



11.



(B) (C) (D)



One of the conict is MAIN causes of organisational (A) (B) (C) (D)



12.



(A)



an authoritative style of management a high rate of turnover studyin g for examinat ions on company time inequitable allocation of resources



Item 15 refers to the following diagram.



Members of World Trade Organization can gain ALL of the following opportunities EXCEPT (A) (B) (C) (D)



may get more funding better recognization internationally increase competition cheaper import and export changes



15. 13.



By integrating with wood-working producer Through the acquisition of a maga furniture store By producing for a specialty store By entering into a joint venture with another furniture producer



XYZ Ltd has the business aim of consistent protable growth to ensure attractive returns for its shareholders. To achieve this aim one of its objectives is to increase market share by 10% in the next year. In the situation described above, XYZ Ltd’s objective is an example of (A) a strategic objective (B) a corporate objective (C) an operational objective (D) a tactical objective



A poultry farm is considering whether or not to invest money into his farm. Right now it is worth $2 million. If the owner invest to improve the premises, it will cost $1 million. If the owner sells, the pay o will be $2.4 million. Otherwise, the owner can continue with current action. Using the data on the decision tree above calculate the expected value if the owner sells



(B) (C) (D)



(A) 1.5 2.7 4.7



0.5
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16.



According to Herzberg, ALL of the following are considered hygenic factors EXCEPT



20.



Eective communication takes place when (A)



(A) status and salary (B) job security and working conditions (C) company policy and bureacracy (D) recognition and responsibility



17.



Which of the following statements BEST explains Mayo’s “Hawthorne Eect’? (A)



(B)



(C)



(D)



(B) (C) (D)



21.



When managment consult with workers and take an interest in their work then motivation is improved Once the individual’sneed is satised it will no longer provide the impetus to action If work is not interesting,challenging or rewording, workers will not be satised nor motivated People only act to achieve their goals if they feel they will be successful



18.



II. III. IV. (A) (B) (C) (D)



A good renumeration system should take into consideration ALL of the following, EXCEPT (A) level of skills and training (B) market worth (C) level of contribution to the organization (D) ability to communicate



Which of the following are objectives of trade unions I.



22.



The human relations view of conict states that



(B)



(A)



conict in organizations is always dysfunctional



(C)



(B)



the best strategy to resolve conict is avoidance a good manager can resolve every conict eectively conict is natural and inevitable and can be positive



(D)



(C) (D)



I, II and III only I, III and IV only II, III and IV only All of the above



identifying a scalar charm extending equality to all employees exercising close control oering stability of tenure



Which of the following is a reason for decentralization? (A)



19.



improving the working conditions of workers fostering industrial democracy promoting job security for workers nding jobs for the unemployed



Sound management principles include ALL of the following EXCEPT (A) (B) (C) (D)



23.



information is transmitted to the receiver a clear message is sent two or more channels are used feedback occurs to conrm receipt or understanding



The need for consistent policies throughout the organisation Greater economies of scale would be gained To retain the same business identity in all markets The need to make more informed decisions which reect dierent market conditions
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24.



Which of these will provide the greatest scope for increased responsibility and recognition in the work place? (A) (B) (C) (D)



25.



(A) Charismatic leadership (B) Shared sense of purpose (C) Interdependence (D) Open communication



Which term best describes this type of entrepreneurial structure? (A) (B) (C) (D)



29.



The Production Manager makes suggestions to his superior about ways to improve the efciency of the department. Which form of communication ow does this represent? (A) (B) (C) (D)



27.



Finex Inc. is a multi-national corporation with four brances in the Caribbean. Each of the branch managers has been given full control of their respective operations.



Job enrichment Job enlargement Job assessment Job rotation



Which of the following MUST be present if a team of workers is to achieve its desired objectives?



26.



28.



Downward ow of communication Upward ow of communication Horizontal ow Lateral ow



Which of the following steps will MOST likely help to reduce communication barriers in an organization? (A) (B) (C) (D)



Clear message, short visual channels Precise messages, appropriate media, long channels Clear message, long visual channels, feedback Precise message, appropriate me-



Centralised Decentralised Flexible Inexible



Despite being promoted to a coveted post in a well established business organisation, Mr Grumble resigned when he was refused a long-term contract. Which of his needs was NOT being satised? (A) (B) (C) (D)



30.



Self actualisation needs Social needs Security needs Status needs



The work environment at Beaver’s Co. Ltd has undergone many changes in the last two months. The oce has been redesigned and workers have to move from one workspace to another to complete their tasks. Many do not like the change. The LEAST likely reason for workers’resistance to change is (A) (B) (C) (D)



fear that the organizational culture will change concern that they will be unable to complete tasks eciently fear that they may no longer work with friends they are accustomed to present work practices
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31.



Which of the following forms of capital is another name for ‘shareholders’ fund?



35.



Greasing ratio measures (A)



(A) (B) (C) (D)



Equity Start up Waking Joint Venture



(B)



(C)



32.



(D)



All of the following institutions are part of the money market EXCEPT (A) (B) (C) (D)



33.



Development Bank Commercial Bank Credit Union Merchant Bank



Which one of the following is NOT an objective of a business?



(A) Survival (B) Growth (C) Prot maximization (D) Trade Union involvement



34.



est using prot and interest



36.



(B)



(C)



Accurals are entered into the balance sheet as



(A) xed assets (B) current assets (C) capital (D) current liabilities



37.



Managers of Atlas Ltd. have decided to purchase additional equipment using internal funds. They would most likey nance this through (A) (B) (C) (D)



Which formula can be used to show how BEST a business uses its assets to generate prot? (A)



the number of times ordinary shares are paid out the ability of the capital of the busine ss can finance longterm loans the return on the shareholde rs investment in the company the ability of the rm to pay inter-



a bank overdraft retained prots hire purchase sale and lease back



operating proﬁt net assets



38.



operating proﬁt sales revenue



A caribbean country that is experiencing difculty with its balance of payments would MOST likely seek short term borrowing from of the following (A) Caribbean Development Bank (B) The International Monetary Fund (C) Inter-American Development Bank (D) The World Bank



sales revenue net assets gross proﬁt



(D)



sales



39.



A rmofhas current ratio of 1:1,would for which ONE the afollowing businesses this be considered normal? (A) (B) (C) (D)



Used car sales rm Food retailer Household appliance manufacturer Credit Union
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40.



The Directors of Company A wish to undertake the acquisition of Zee-Tee PLC. Which of the following ratios would MOST likely be of interest to them?



I. II. III. IV.



RDCE Dividend yield ratio Earnings per share Acid Test Ratio



(A) (B) (C) (D)



41.



Increase stock Reduce creditors Increase purchases Reduce debtors



A machinery cost $800 000 and is expected to last for ve years and produce an annual net cash inow of$240 000. This investment has an average rate of return (ARR) of



(B) (C) (D)



44.



The owner of a small business is experiencing cash ow problems, which action will MOST likely improve the situation? (A) (B) (C) (D)



42.



I, II and III only I, III and IV only II, III and IV only I, II, III and IV



43.



A business has Total Assets valued at $450,000 and Total Liabilities at $225,000. The owner estimates the Market value of the business to be $410,000. What is the value of goodwill? (A) (B) (C) (D)



45.



Gearing ratio Liquiditily ratio Acid test ratio Return of equity



$ 20, 000 $185, 000 $450, 000 $860, 000



The following information was extracted from the books of a business. EXTRACT



Which ratio would be used to assertain if a business qualies for external nancing? (A) (B) (C) (D)



(A) 15% 30% 50% 67%



Carriage Inwards Sales Return Inwards Purchases Closing Stock



250 11, 000 730 9, 050 1, 800



What is the cost of goods sold? (A) (B) (C) (D)



$7240 $7500 $9290 $9970



IF YOU FINISH BEFORE TIME IS CALLED, CHECK YOUR WORK ON THIS



02133010/SPEC 2016



 C A R I BB EA N



E XA M I NA T I O N S



C O UN CI L



SECONDARY EDUCATION CERTIFICATE EXAMINATION MANAGEMENT OF BUSINESS - UNIT 1



SPECIMEN PAPER 2016



Item No.



Key



Item No.



Key



1



C



31



A



2



C



32



A



3



B



33



D



4



D



34



A



5



D



35



B



6



B



36



D



7



D



37



C



8



B



38



B



9



A



39



B



10



C



40



A



11



D



41



D



12



A



42



A



13



D



43



B



14



B



44



B



15



D



45



B



16



D



17



A



18



D



19



D



20



D



21



D



22



C



23



A



24



D



25



C



26 27 28 29 30



B D B C A



 CAR I BB EAN



E X A M I NA T I O N S



C OU NC I L



CARIBBEAN ADVANCED PROFICIENCY EXAMINATION®



‘‘*’’Barcode Area”*” Front Page Bar Code SPECIMEN



FILL IN ALL THE INFORMATION REQUESTED CLEARLY IN CAPITAL LETTERS.



TEST CODE 0



SUBJECT



2



1



3



3



0



2



0



MANAGEMENT OF BUSINESS – UNIT 1 – Paper 02



PROFICIENCY



ADVANCED



REGISTRATION NUMBER



SCHOOL/CENTRE NUMBER



NAME OF SCHOOL/CENTRE



CANDIDATE’S FULL NAME (FIRST, MIDDLE, LAST)



” * ” a e r A e d o rc a B ’’ * ‘‘



e o d C r a B t n e rr u C



DATE OF BIRTH DDMMYYYY



SIGNATURE __________________________________________________



‘‘*’’Barcode Area”*” Sequential Bar Code



 O D



T O N I WR



E T



O



N



H T



G A IS P



E



 TEST CODE



SPEC 2016/02133020 CAR I BB EAN



02133020



MAY/JUNE 2017



E X A M I NA T I O N S



C OU NC I L



CARIBBEAN ADVANCED PROFICIENCY EXAMINATION® MANAGEMENT OF BUSINESS UNIT 1 – Paper 02 2 hours 30 minutes



READ THE FOLLOWING INSTRUCTIONS CAREFULLY.



1.



This paper consists of THREE questions. Answer ALL questions.



2.



Write your answers in the spaces provided in this answer booklet.



3.



Do NOT write in the margins.



4.



You are advised to take some time to read through the paper and plan your answers.



5.



You may use a silent, non-programmable calculator to answer questions.



6.



If you need to rewrite any answer and there is not enough space to do so on the srcinal page, you must use the extra lined page(s) provided at the back of this booklet. Remember to draw a line through your srcinal answer.



7.



If you use the extra page(s) you MUST write the question number clearly in the box provided at the top of the extra page(s) and, where relevant, include the question part beside the answer.



DO NOT TURN THIS PAGE UNTIL YOU ARE TOLD TO DO SO.
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Answer ALL questions.



1.



(a)



(i)



Explain the term ‘globalization’. …………………………………………………………….…………………… .........…………………………………………………………………………… .............................................................................................................................. (3 marks)



(ii)



Outline THREE factors which have contributed to the growth of globalization.



A E R A SI H T N I E T I R W T O N O D



..............………………………………………………………………………… ......……………………………………………………………………………… ..............………………………………………………………………………… ......……………………………………………………………………………… ..............………………………………………………………………………… ......……………………………………………………………………………… ..............………………………………………………………………………… ......……………………………………………………………………………… .............................................................................................................................. (6 marks) (b)



A E R A SI H T N I E IT R W T O N O D



Discuss, using suitable examples, FOUR ways in which globalization may impact organizations operating within the Caribbean business environment. …………………………………………………………………………….…………… …………………………………………………………………………….…………… …………………………………………………………………………….…………… .....……………………………………………………………………………………… .....……………………………………………………………………………………… ...........…………………………………………………………………………………… ......……………………………………………………………………………………… GO ON TO THE NEXT PAGE
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A E R A SI H T N I E T I R T W O N O D



...………………………………………………………………………………………… ...........…………………………………………………………………………………… ………………………………………………………………………………………… .....……………………………………………………………………………………… .....……………………………………………………………………………………… ......……………………………………………………………………………………… .........…………………………………………………………………………………… ........……………………………………………………………………………………… ........………………………………………………………………………………………



A E R A SI H T N I E IT R W T O N O D



......……………………………………………………………………………………… …………………………………………………………………………………….....… .....……………………………………………………………………………………… .....……………………………………………………………………………………… .....……………………………………………………………………………………… ........……………………………………………………………………………………… ......……………………………………………………………………………………… …………………………………………………………………………………….....… .....………………………………………………………………………………………



A E R A SI H T



.....……………………………………………………………………………………… .....……………………………………………………………………………………… (16 marks)



IN E IT R W T O N O D



Total 25 marks
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2.



Change is a crucial element in an organization’s ability to survive and grow. (a)



(i)



State THREE reasons for change in an organization. ………………………………………………………………………………… ………………………………………………………………………………… ............................................................................................................................ (3 marks)



(ii)



Outline the main role of the ‘change agent’ in the change process. …………………………………………………………..………………………



A E R A SI H T N I E T I R W T O N O D



.........…………………………………………………………………………… .............................................................................................................................. (2 marks) (b)



Outline FOUR reasons why employees may resist change. ...………………………………………………………………………………………… ...........…………………………………………………………………………………… ………………………………………………………………………………………… .....……………………………………………………………………………………… .....……………………………………………………………………………………… ......………………………………………………………………………………………



A E R A SI H T N I E IT R W T O N O D



.........…………………………………………………………………………………… ........……………………………………………………………………………………… ........……………………………………………………………………………………… ......……………………………………………………………………………………… (8 marks)



GO ON TO THE NEXT PAGE 02133020/CAPE/SPEC 2016
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A E R A SI H T N I E T I R T W O N O D



(c)



Discuss THREE methods that can be used to address resistance to change. …………………………………………………………………………….…………… …………………………………………………………………………….…………… …………………………………………………………………………….…………… .....……………………………………………………………………………………… .....……………………………………………………………………………………… ...........…………………………………………………………………………………… ......……………………………………………………………………………………… ...…………………………………………………………………………………………



A E R A SI H T N I E IT R W T O N O D



...........…………………………………………………………………………………… ………………………………………………………………………………………… .....……………………………………………………………………………………… .....……………………………………………………………………………………… ......……………………………………………………………………………………… .........…………………………………………………………………………………… ........……………………………………………………………………………………… ........……………………………………………………………………………………… ......………………………………………………………………………………………



A E R A SI H T IN E IT R W T O N O D



…………………………………………………………………………………….....… .....……………………………………………………………………………………… .....……………………………………………………………………………………… .....……………………………………………………………………………………… .....……………………………………………………………………………………… (12 marks) Total 25 marks
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3.



(a)



(i)



State TWO differences between xed assets and current assets.



………………………………………………………………………………… ………………………………………………………………………………… ............................................................................................................................ ............................................................................................................................ (4 marks)



(ii)



State ONE reason, other than capital employed, for an increase in capital. …………………………………………………………..………………………



A E R A SI H T N I E T I R W T O N O D



.........…………………………………………………………………………… .............................................................................................................................. (1 mark) (iii)



Outline ONE reason for the difference between the gross prot and net prot of a business.



………………………………………………………………………………… ………………………………………………………………………………… ............................................................................................................................ ............................................................................................................................ (2 marks)



A E R A SI H T N I E IT R W T O N O D



A E R A SI H T
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Following are the nancial statements of S. Bell for the year ended 30 June, 2010.



A E R A SI H T N I E T Sales I R



Income Statement for Year Ending 30 June, 2010 $



$ 40 800



Opening Stock



T W O N O D



8 000



Purchases



32 000 40 000



Closing stock



6 400 33 600



Gross prot



7 200



Expenses



A E R A SI H T N I E IT R W T O N O D



1 850



Net Prot



5 350



Balance Sheet as at 30 June, 2010 $ Fixed Assets Stock Debtors



30 000 6 400



$ Opening Capital Net Prot



8 800



Bank



30 000 5 350 35 350



4 750



Drawings



800



34 550 Loans



10 000 44 550



Creditors



A E R A SI H T



2 800



Accrued Expenses 49 950



2 600 49 950



IN E IT R W T O N O D
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Compute, correct to one decimal place, the following ratios for the year ended 30 June, 2010 and explain what EACH ratio shows about the performance of the company.



(i)



Acid test ……………………………..…………………………………………………… …………………………...……………………………………………………… …………………………..……………………………………………………… ..........................................……………………………………………………… (3 marks) (ii)



A E R A SI H T N I E T I R W T O N O D



Return on capital or equity ………………………………………………………………………………… ………………………………………………………………………………… ………………………………………………………………………………… .........................................……………………………………………………… (3 marks)



(iii)



Stock turnover ………………………………………………………………………………… ………………………………………………………………………………… …………………………………………………………………………………



A E R A SI H T N I E IT R W T O N O D



………………………………………………………......................................... (3 marks) (iv)



Mark-up ………………………………………………………………………………… ………………………………………………………………………………… ………………………………………………………………………………… ………………………………………………………......................................... (3 marks)
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A E R A SI H T N I E T I R T W O N O D



(v)



Gearing ratio ………………………………………………………………...........................… ..........…………………………………………………………………………… ......……………………………………………………………………………… ……...........……………………………………………………………………… (3 marks)



(vi)



Net prot margin



…………………………………………………………………………….......... .......……………………………………………………………………………… ......………………………………………………………………………………



A E R A SI H T N I E IT R W T O N O D



...........…………………………………………………………………………… (3 marks) Total 25 marks



END OF TEST IF YOU FINISH BEFORE TIME IS CALLED, CHECK YOUR WORK ON THIS TEST.
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 2 MANAGEMENT OF BUSINESS UNIT 1 - PAPER 2 2016 KEY AND MARK SCHEMES



Question 1 Specific objective 6



Globalization: is the trend towards greater interdependence(1) among nation states and their organizations and people.(1) This is evidenced by increased flow of goods, services, capital and people across national boundaries.(1) Answer must include interdependence or equivalent



(3 marks)



Factor which contribute to the growth of globalization 







Improvements in technology(1) - including telecommunications technology and more recently the internet.(1) With the massive increase in the number of persons who are exposed to cable network and the internet,(1) large volumes of information spread quickly. The relatively low cost of telephone calls globally has also increased the ability to connect with the rest of the world.(1) Convergence of consumer tastes(1) – preference in taste is usually spread quickly and people are influenced via networking such as face book and other media, such as television advertisement.(1)















Education (1)– With the increase in demand for education people have been motivated to explore educational opportunities regionally and internationally. (1) Increase in travel (1) – Curiosity in discovering and leaning new cultures has led to an increase in travel among countries.(1) Political(1) – the agreement by governments to remove or reduce trade barriers and the signing of trade treaties, as well as tax treaties have contributed to growth in trade, and hence globalization.(1) Other factors   



One world advocacy Specialization in trade Trade liberalization



Outlining THREE factors



2 marks each



(6 marks)
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How globalization can impact organization in the



Caribbean:



Positive impact 



Companies that sell global products can reduce costs by standardizing various aspects of their marketing activities.(1) For instance, a company selling a global consumer good, such as shampoo, can make an identical shampoo for the global market, and then simply design different product packaging to account for the language spoken in each market. (1) Companies that sell a global product can explore opportunities abroad when the home market becomes saturated.(1) (example Captain’s Bakery in Jamaica has now established branches in



Cayman and other overseas countries)(1) Companies selling a seasonal global product can use international sales to level off their income stream. (by supplementing domestic sales with international)they can reduce cost per unit – because of increased production levels. 



Globalization of production: refers to the dispersal of production activities to locations around the world that are low-cost or high quality producers of a particular good.(1) Globalization of production can offer several advantages to business organizations in the Caribbean. These include access to low-cost labour (1) – a very common way for many firms to reduce production costs and increase profits.(1)







Companies can take advantage of know-how from anywhere in the world. They can access resources that are unavailable or more costly at home.(1) Technological innovations are accelerating the process of globalization making it possible for many products to be made practically anywhere at its cheapest.(1) The use of technology can speed up the flow of information making coordination and control easier and cheaper.(1) Computer technologies are also increasing the competiveness of small Caribbean firms by reducing the costs of reac hing an international customer base for example, use of the internet.(1)
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Negative impact 







Caribbean businesses competing on the international market may find it difficult competing with larger countries in terms of cost and quality.(1) They may not have the resources and technology to produce products of competitive price as more developed countries.(1) For example, a small country that manufactures jeans will not be able to compete with a larger country which can engage is mass production, thereby making the finished product cheaper (1) Brain drain (1)– it is also easy for qualified nationals to migrate to developed countries causing the Caribbean to lose its most valuable human resources (1). Quite often, the financial investment is quite high and is often not recovered. (1) For example, persons who migrate to other countries to study and who do very well are often offered jobs and may not return to their country because more often than not the remuneration is usually higher.(1) Other ways:























Continuous training of workforce become necessary but costly



to



match-up



changes



may



Managers have to learn to manage cultural diversity in the new workplace Firms may be forced to standards – tied to cost



maintain



Firms may face social/economic operating in another country. Labour costs standards.



could



rise



and



because



of



international



political



risks



international



Discussing FOUR impacts of globalization 4 marks each Comprehensive discussion with suitable examples Satisfactory discussion Weak discussion



quality



while



labour



(16 marks) (4 marks) (2-3 marks) (1 mark) Total 25 marks
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Question 2 Specific objective 8 Reasons for organizational changes



   



External forces e.g. reduction in funding To address new markets The need to increase productivity/services New direction/goals based on perspectives of new management Need for change in the structure of the organization to respond to changing needs



Any THREE reasons 1 mark each



(3 marks)



The main role of the change agent To translate the vision into a realistic plan (1) and to execute (1) the plan. Outlining role



(2 marks)



Reasons why employees resist change: 















The fear of personal loss(1) is perhaps the biggest reason employees resist change. A proposed change in a job design, structure or technology may lead to a perceived loss of power,(1) prestige, pay or company benefits, so persons having a vested interest in maintaining the status quo,(1) often resist change. Employees often do not understand the intended purpose (1) of a change or distrust the intentions behind it.(1) If previous working relationships with the persons championing the idea have been negative,(1) resistance may occur. Employees may resist change if they and their managers assess the situation differently.(1) Often critics voice legitimate disagreements over the proposed benefits of a change. Managers in each department pursue different goals,(1) and an innovation may detract from performance and goal achievements for some departments and their employees.(1) Lack of information about future events (1) can cause employees to resist change. It represents a fear of the unknown, and is especially threatening for employees who have a low tolerance for change and fear the novel and unusual. They do not know how a change will affect them (1) and worry about whether they will be able to meet the demands of a new procedure or technology.(1)



Outlining any FOUR reasons 2 marks each



(8 marks)
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Methods of addressing resistance to change: 















Education and communication (1) have been used when there is a lack of information or inaccurate information and analysis.(1) This method has the advantage that people, once persuaded, will often help with the implementation of the change.(1) Participation and involvement (1) have been used when the initiators of change do not have all the information they need to design the change, and others have considerable power to resist. The advantage of this approach is that people who participate will be committed to implementing change, their ideas can be integrated into the change plan.(1) The drawback of this approach is that it can be very time consuming and costly if participants design an inappropriate change.(1) Negotiation and agreement(1)are commonly used when someone or some group will clearly lose out in a change, and that person or group has considerable power to resist. The advantage of this method is that it can be a relatively easy way to avoid major resistance.(1) However, it can be too expensive in many cases if it alerts others to negotiate compliance.(1)



Manipulation and co-optation (1) is used when other tactics will not work or are too expensive. It has the advantage of being a relatively quick and inexpensive (1) solution to resistance problems. The drawback is that it can lead to future problems if people feel manipulated.(1)



Identifying THREE methods of addressing resistance to change 1 mark each (3 marks) Discussing THREE methods of addressing resistance to change 3 marks each (9 marks) (12 marks) Total 25 marks
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Question 3 Specific Objectives 6, 7 Key difference between fixed and current assets Current Assets are short-term (1) assets that are expected to be consumed or change their form during the next accounting period.(1) Fixed assets are those long-term (1) assets that are used to provide a service or generate income for the business. They are usually used for more than one accounting year because they are acquired to be used by the business, subsequent disposal would not affect their classification.(1) Indicating TWO differences between current assets and fixed assets 2 marks each (4 marks)



Reason for an increase in capital Capital can increase due to profits earned during the period under review. Stating ONE reason for an increase in capital (1 mark) Reason for the difference between gross profit and net profit Gross profit measures the performance of a business’s main economic



activities.(1) However, expenses are usually incurred in generating the income.(1) The deduction of these expenses(1) will account for part of the difference between net and gross profits; other income can also account for the difference between the two figures.(1)



Outlining ONE reason for difference in gross profit and net profit (2 marks)



Acid Test



   −  ()    19 950 − 6 400  8 800 4 750 5 400 5+ 400 13 550 5 400







13 550 5 400



(1)



= 2.509 = 2.509 = 2.51:1 = 2.51:1 (1) This ratio affords a clearer picture than current ratio of the firm's ability to pay short term debts. In this instance, where the ratio is
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2.51:1 ,there is the likelihood that the firm has more cash on hand than it really needs.(1) A prudent ratio is often cited as 1:1. Return on Equity



   5 350 30 000



 100(1)



= 0.178 x 100 = 17.8% The ROE indicates how well the firm has used the financial resources invested in it by the ordinary shareholders. In this case, returns seem high and appear to be very satisfactory.(1) However, one needs to compare with the competition to be sure.



Stock Turnover



     () 33 600 (8 000+6 400)/2



(1)



33 600 14 400/2 33 600 7 200 = 4.67 times (1)



This type of ratio is used to assess how effectively the assets or resources of the firm are being used. In this case, it shows that the average stock is bought and sold 4.67 times during the year.(1) This offers a measure of selling efficiency where the higher the number the more efficient the firm is selling the stocks. However, the' normal' for this business depends very much on the industry it operates in.
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Mark-up



     7 200 33 600



 100(1)



= 0.214 x 100 = 21.4% (1) The mark-up shows that the firm made 21 cents on each dollar as profit before expenses.(1) Gearing ratio (debit to equity ratio)



    x 100     10 000 (30 000+34 550)/2 10 000 32 275



x 100 



10 000 30 000



x 100(1)



= 0.3098 = 31%(1)



This shows the extent to which the firm's assets are financed from external long-term borrowing. In this case, the firm seems to be following a cautious business strategy where it is not overly dependent on long-term loans to finance its capital. The firm has a low gearing ratio which suggests that it might not be borrowing much to invest in or expand the business.(1) Net Profit Margin   



x 100(1)



5 350 x 100 40 800 =0.131 x 100 =13.1% or 13% (1)



NPM is used to measure the performance and profitability of the firm, it shows the net profit i.e. profit after all costs have been accounted for as a percentage of sales. (1)



 10 MANAGEMENT OF BUSINESS UNIT 1 - PAPER 2 2016 KEY AND MARK SCHEMES



Showing the correct formula or selecting correct figures for each ratio 1 mark each (6 marks) Accurately computing each ratio 1 mark each (6 marks) Interpreting each result 1 mark each (6 marks) (Total 25 marks)
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 -2INSTRUCTION: Read the case study and answer the questions that follow. CASE STUDY JEWELRY FOR HIM AND HER



In 2008 Pam and her friend Dan started a partnership business specializing in local jewelry for males and females. The name of the business was ‘Jewelry for him and her’. They employed five persons: three jewelry makers, a cashier and a general staff assistant. Dan invested $300 000 in the business, while Pam invested $100 000. Pam insisted that they should have a Deed of Partnership drawn up. During two years of craft operation, business did extremely well.’ In 2010, business invited to take partthe infirst an International show the in Miami ‘Craft for All – 2010. Dan wasthe reluctant to was get involved, however; Pam was excited. “Hey Dan, this is our big chance to spread our wings on the international scene,” said Pam.



Dan shook his head. “It is not as easy as that, dear. We would have to employ more people with the requisite skills and experience in jewelry making. In addition, we would have to consider airfare, accommodation, meals and other expenses for the five days that we are expected to stay.” “Let us call a meeting with the staff, and get their input before making a decision,” replied Pam. “I totally object to such a move ,” said Dan. “Our present staff dislikes work, must be coerced, controlled, directed, or threatened with punishment to get them to perform. Their main interest is job security and an increase in salary. They cannot work on their own initiative, hence it would be a waste of time to ask for their opinions. “I do not agree with yourtoviews on our ,” replied of Pam. Given the Pam, right who encouragement, our employees will be happy participate in employees the decision-making the firm ,” said was well aware that when it comes to taking on new ideas and challenges, Dan was always the cautious one refusing to think outside the box. “Well, I will leave you to think about the idea, while I examine our accounting records to assess o ur performance for this quarter. If we are going to accept this offer, we may need to seek finance.” said Pam. “Goodbye Pam, see you later, I hope we will be able to come to an amicable decision on the matter,” replied Dan.



02133032 /CAPE/SPEC/2015
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(a)



(i)



Identify the type of economic activity in which ‘Jewelry for him and her’ is engaged. [1 mark]



(ii)



Define the term ‘Deed of Partnership’. [2 marks]



(iii)



List THREE important components that Pam and Dan should include in their Deed of Partnership. [3 marks]



(b)



Explain TWO reasons why it is important for Pam and Dan to have a Deed of Partnership drawn up. [6 marks]



(c)



Outline TWO negative impacts that EACH of the following could have on ‘Jewelry for him and her’ should the business move into the international scene: (i)



Human resource



(ii)



Cultural constraints



[4 marks] [4 marks] Total 20 marks
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2.



(a)



(i)



Using evidence from the case study, identify the leadership style that is BEST associated with EACH of the following persons:



(a) Pam [1 mark]



(b) Dan. [1 mark]



(iii)



State ONE advantage of EACH leadership style identified in 2 (a)(i) above. [4 marks]



(b)



(i)



With reference to the case, identify TWO assumptions associated with McGregor’s Theory X. [2 marks]



(ii)



Outline TWO implications of McGregor’s Theory X for managers such as Dan. [4 marks]



(c)



Discuss TWO ways in which ‘Jewelry for him and her’ would benefit from a more team oriented approach in the decision making process of the firm. [8 marks] Total 20 marks
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3.



(a)



Outline FOUR reasons why it is important for ‘Jewelry for him and her’to keep good accounting records. [8 marks]



(b)



Identify THREE possible sources of finance which ‘Jewelry for him and her’ should consider for their venture. [3 marks]



(c)



Pamshow: and Dan are considering the following criteria in choosing suitable finance for the craft (i) (ii) (iii)



Interest rates The term of the loan Amount of money required



Assess EACH of the criteria above. [9 marks] Total 20 marks
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SO



Suggested Response Question 1 Specific Objectives 1, 2, 5



(a)(i) The type of economic activity is secondary activity



Identifying the type of activity



(1 mark)



(ii) A Deed of Partnership is a legal document (1) which governs the running of partnership the business. It sets out the conditions (1) under which the partners agree to do business.



Define a partnership Deed (iii) Some important Deed are:       



components



(2 marks) to



be



included



in



the



Partnership



Name of the business Nature of the Business How profit and losses are to be shared How the business is to be managed Rules governing the admission of new partners How the death of a partner affects the firm How conflicts are to be resolved



Listing THREE important components - 1 mark each (3 (b)



marks)



Why the partners should have a Deed of Partnership drawn-up: 















To determine how profits and losses are to be shared especially since Pam and Dan did not contribute capital equally. Dan contributed $300,000 and Pam $100,000. (1)In the absence of a Partnership Deed, if any conflict arises pertaining to the sharing of profits, under the Partnership Act rule is that profit and losses are to be shared equally.(1) To set out how the business is to be managed, whether each partner is entitled to take an active part in the management of the business. (1)Since both partners seem to be thinking differently about taking up the offer for the international Craft Show, how the firm is managed will have great implications on the final decision regarding participation.(1) Arbitration Clause: rules governing management of conflict need to be established. (1) Whether internally or externally. Especially in the case of differing views, there would be a procedure to follow.(1) The rules governing the admission of new partners.(1) Especially since Pam is more open to involving other employees (salaried partners) in the decision-making process, while Dan does not really agree with the idea.(1)



Explaining TWO reasons - 3



marks each



(6 marks)
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SO



Suggested Response



(c)



Negative impacts that human constraints and constraints could have on ‘Jewelry for him and her’



(i)



Human Resource constraints:



cultural



If they should move into the international scene, the possibility exists that they may have a problem finding skilled labour to make the jewelry, this will have implications for the acceptance of the international contract.(1) In addition, poor quality workmanship will affect the quality of products hence resulting in customer’s dissatisfaction.(1) (ii)



Cultural constraints: taste in style and fashion may differ - (1) preference may be given to special pieces, demand according to season/occasion. (1)



Stating TWO negative impacts that EACH of the following could have on ‘Jewelry for him and her: (i) Human resource constraints 2 marks each (ii) Cultural constraints 2 marks each



(4 marks) (4 marks) Total 20 marks
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SO



Suggested Response Question 2 Specific Objectives 4, 5



(a)(i)



a) Pam’s style is a participative/democratic leadership style.



(1 mark) b) Dan’s style is directive/autocratic (ii)



(1 mark)



Advantages: democratic/participative two ways communication (1) is used which allows feedback(1) from staff;  staff involvement (1) is allowed which can be motivating (1) to staff members Directive/autocratic: facilitates quick decision (1) in times of crisis since staff involvement is not encouraged. (1)



Stating ONE advantage associated with each leadership style - 2 marks each (4 marks) (b)(i)



Assumptions of Theory X Our present staff dislikes work, must be coerced, controlled, directed, or threatened with punishment to get them to perform.(1) They cannot work on their own initiative; hence it would be a waste of time to be asking for their contribution’’.(1)



Identifying TWO Assumptions - 1 mark each (ii)



•



•



•



Since people dislike work they have to be coerced into work. (1) On the other hand since they have limited intellectual ability and creativity they must be told what to do. (1) In view of the fact that they have little or no ambition (1) they cannot be given responsibility and thus managers cannot delegate authority. (1) Given that they want security at all costs, (1) money is the main incentive managers must apply to achieve motivation. (1)



Outlining TWO implications 2 marks each (c)



(2 marks)



The managerial implications are:



(4 marks)



The possible benefits that Jewelry for him and her would enjoy from a team-oriented approach include: 



Synergy: a team of employees working together develops synergy;(1) it produces more and has more creativity and energy than do the same number of individual workers alone.(1) Working in the team environment provides camaraderie and sharing, that is often absent in normal structures.(1)



 5 MANAGEMENT OF BUSINESS UNIT 1 - PAPER 03/2 2015 KEY AND MARK SCHEMES



SO



Suggested Response 











Increased skills and knowledge: in teams the skill and knowledge of the members increases.(1) This increase is due, in part, to training.(1) In addition to formal training, when individuals are exposed to more than their job, they naturally pick up skills and knowledge from other workers.(1) The result is their increasing worth to themselves and the company.(1) Flexibility: As team members become more adaptable in their attitudes and capacity to perform, the organization gains flexibility.(1) The broader knowledge base of team members allows them to adjust to changes in work demands(1) and work flow and to respond positively to emergencies.(1) Commitment: In organizations where employees demotivated and lack commitment,(1) teams provide opportunity for workers to ‘‘own’’ their work.(1) companies empower workers, their satisfaction commitment level increases.(1)



Identifying TWO benefits 1 mark each Discussing the benefits of each -3 marks Comprehensive/convincing discussion 3 marks Satisfactory discussion 2 marks Weak discussion 1 mark



are the As and



(2 marks) (6 marks)



Total 20 marks
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Suggested Response Question 3 Specific Objectives 2, 3, 5



(a)



Reasons for keeping good accounting records 















To determine profitability of the business (1) - good financial records will give the owners a picture of how much income the business is generating and how the income generate is being spent. To determine the level of indebtedness to creditors (1) the business owners needs to know if there is sufficient cash to met financial commitments like paying creditors and employees (1) To provide information necessary to obtain loan (1) - if the business owners require a loan, the lender will use the information in the financial statements to determine the financial status of the business. (1) Lenders will require a business plan detailing how the loan will be used to make the business a successful venture. (1) To satisfy legal regulations.(1)- the business owners will need to keep good accounting records so that the accurate amount of tax contribution can be determined.(1)







As a source of need information toinformation investors (1) - prospective investors will accurate on the financial viability of the business before determining whether to part with their money.(1)



Outlining FOUR reasons - 2 marks each (b)



(8 marks)



Sources of finance     



Funds from the business Personal funds Bank loans Credit Unions Government funding for small businesses



Identifying THREE possible sources -1 mark each (3 marks) (c)



Criteria to consider when sourcing finance: 



Interest rates - The business owners will need to shop around for the best interest rates. They should examine the type of interest rate whether fixed or variable. (1) If they choose a variable interest rate, they will have to take a risk as the rate can fluctuate based on the economic climate.(1) A fixed interest rate will give them the advantage of planning their repayment to a greater degree of certainty, however, this tends to be higher. (1)
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Suggested Response Question 3 cont’d 







Term of the loan - Short term loans may attract higher interest rates than long term loans. (1) However, making repayments over a shorter time period may mean that the total amount of interest paid is less despite the higher rate. (1) The business owners will need to decide whether they can afford a higher up-front repayment or whether they prefer to keep the total repayment at a minimum. The amount of money required - the owners of ‘Jewelry for him and her’ must decide on the amount of money that is required as they will determine the type of financing they will choose (1). They may be able to secure a smaller amount in a shorter period of time than a larger amount. (1) However with a smaller amount they may not be afforded much flexibility in the terms of repayment.(1)



Assessing each criterion 3 marks each



(9 marks) Total 20 marks
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READ THE FOLLOWING DIRECTIONS CAREFULLY



Each item in this test has four suggested answers lettered (A), (B), (C), (D). Read each item you are about to answer and decide which choice is best. Sample Item For which ONE of the following types of Production is product design of paramount importance? Sample Answer



(A) Job (B) Batch (C) Flow (D) Mass



A



B



C



D



The best answer to this item is “Job”, so answer space (C) has been blackened.
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1.



A system where production is organised so that dierent operations can be carried out, one after the other in a continuous sequence is known as



5.



Which of the following is NOT a dimension of quality? (A) (B) (C) (D)



(A) job ow (C) batch (D) project



(B)



6. 2.



Which of the following formulas represent the measurement of labour productivity?



(B)



(C)



Benchmarking encourages (A) (B) (C) (D)



Number of hours actually worked (A)



Serviceability Aesthetics Conformance Integration



innovation creativity quick improvement low prices



Total possible hours per day Output



7.



Which of the following BEST describes the features of batch production?



Number of employees (per day)



(A)



Output



(B)



Capital Employed Output (D)



(C)



Labour + materials + capital



(D)



3.



Which of the following factors is LEAST likely to aect the location of a large furniture retail outlet?



8. (A) (B) (C) (D)



4.



Cost of land Availability of labour Availability of raw materials Quality of the local infrastructure



(A) (B) (C) (D)



marginal Costing standard costing



Mr. Joe produces hand carved jewelle ry. Which type of production layout is BEST suited for his business? (A) (B) (C) (D)



A type of costing which focuses only on variable costs and ignores xed cost is known as



Regular demand, highly skilled workforce, variation in product Regular demand, some variation in product, semi or unskilled workforce. High steady demand, standar-dization, semi or unskilled workforce High steady demand, variation in product, highly skilled workforce



9.



Process Fixed-Position Product Cellular Position



The layout of a workplace is very important. Which of the following is an example of a



full costing total costing



Product Layout? (A) (B) (C) (D)



Print shop Car assembly Seamstrees Hospital ward
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10.



(A) (B) (D)



Items 13 - 14 refer to the following table.



Mr Ellie’s production layout is one where the machines are arranged according to the sequence of steps in the production of his product. Which facility layout is he using? Fixed Position Product (C) Cellular Process



13. 11.



(A) (B) (C) (D)



12.



Dijo’s, a manufacturer of video cameras, recently replaced their 10cm camera with a 4cm one. In which of the following forms of product design did they engage? Integration Miniaturization Designing Modularization



(A) (B) (C) (D)



14.



(B) (C) (D)



$200, 000 $300, 000 $500, 000 $700, 000



The prot is



(A) (B) (C) (D)



Work study is often viewed with suspicion by the workforce because it is the (A)



The contribution to xed costs is



means to increase individual output. basis of disincen tive to pay schemes. main deciding factor in downsizing. means to eliminate specialist task on the job.



$100, 000 $200, 000 $300, 000 $400, 000



Item 15 refers to the following diagram of



15.



(A) (B) (C) (D)



In the diagram, at which point should a rm decide to extend the market for its product?



I II III IV
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16.



“If we mass produce, sell cheaply and distribute intensively, we will be protable.”



21.



Which of the following business concepts does the above statement reect? (A) (B) (C)



Selling Product Marketing (D) Production



17.



Which of the following is NOT a criteria used to test the eectiveness of segmentation?



(A) (B) (C) (D)



Realizability Sustainability Identiability Measurability



18.



(A) (B) (C) (D)



22.



19.



A product that is dicult to nd A product that is sold below cost A manager who has no experience A product that has no value to consumers



A manufacturing company decides to aim its promotion at the nal customer rather than at intermediaries. This strategy is known as (A) (B) (C) (D)



pull promotion push promotion direct promotion customer promotion



To inform To coerce To persuade To make aware



Primary data is collected using which of the following techniques?



I. Surveys II. Observation III. Trade journals IV. Delphi technique (A) (B) (C) (D)



Which of the following may be used to describe the term ‘Loss Leader’? (A) (B) (C) (D)



Which of the following is NOT an objective of promotion?



23.



I, II and III only II, III and IV only I, II and IV only III only



Vidal is thinking about producing cricket gear. He was advised to conduct primary research. Which of the following instruments would be MOST appropriate?



(A) (B) (C) (D)



24.



Internet Questionnaire Desk research Library research



At the introductory stage of the PLC, the promotion strategy MOST LIKELY to be employed would be the use of (A)



20.



Which group BEST explains ‘below the line’ promotion? (A) (B) (C) (D)



(B) (C) (D)



reminder advertising minimal advertising informative advertising brand dierentiation



Advertising,Pubicity and Personal Selling Publici ty, Sales Promotion and Personal Selling Sales Promotion, Personal Selling and Advertising Personal Selling, Advertising and Sales Promotion
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25.



Which of the following reasons would justify the need to develop new products? I. II. III. IV. (A) (B) (C) (D)



Items 29 - 30 refer to the following diagram.



Be more competitive To lower prices Replace obsolete products Change in consumer taste I, II and III only I, II and IV only I, III and IV only II, III and IV only



29. 26.



To price his product, Paul decided to add 25% of the cost price to get his selling price. This strategy is known as (A) (B) (C) (D)



cost-plus going rate perceived value competition pricing



A product has 3 dimensions or layers. Which layer is represented by the shaded region C?



(A) (B)



Core Formal (C) Tangible (D) Augmented



30.



The characteristics of Region B include (A) (B) (C) (D)



Items 27 - 28 refer to the following diagram.



31.



E-Commerce is best dened as



(A) (B) (C) (D)



27.



The diagram illustrates (A) (B) (C) (D)



28.



fad P.L.C typical P.L.C leap-frog P.L.C stair-cased P.L.C



32.



warranty, quality, function features, style, packaging style, image, preservatives delivery, guarantee, after-service



using a skybox selling on the internet buying on the internet advertising on the internet



A benet of entrepreneurial activity to Caribbean economies is



(A) increase in G.D.P. (B) increase in imports (C) increase in Government subsidies (D) increase in foreign exchange rate



What might be the reason for such a behaviour in the P.L.C.? (A) (B) (C) (D)



Higher levels of promotion New uses found for the product Reduction in level of competition Reduction in the price of the product GO ON TO THE NEXT PAGE
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33.



Which of the following is NOT required by a new business when applying for a loan? (A) (B) (C) (D)



34.



Reason for the Loan All Financial records Some form of security Description of the business



38.



An artiste who runs his own small business, selling his paintings on Caribbean landscapes, is best advised to seek which legal protection?



(A)



Patent (B) Copyright (C) Trademark (D) Insurance



Which one of the following is NOT an example of an entrepreneurial business? Items 39 - 41 are based on the following case. (A) (B) (C) (D)



35.



Variety Store Laundry Mart Fast Food Outlet Soft drink Manufacturer



An eective way to approach a new small business venture is to create a unique product or service. Another approach is to adapt something that is currently on the market or extend the oering into an area where it is not currently available.



A business plan can be dened as a document which (A) (B) (C) (D)



species the business details identies the level of protability of the business species how long the business has been in operation identies the characteristics of the



39.



(A) (B) (C) (D)



business



36.



Which of the following is NOT an example of assistance given to small rms?



(A) (B) (C) (D)



37.



40.



Social Financial Technical Educational



Have family days Improve protability Reduce overtime hours Reducing cost of production



41.



outsourcing market analysis niche marketing product development



When an entrepreneur sets up a restaurant, clothing store or similar outlets in areas that have an abundanceof these stores. The entrepreneur is identifying business opportunities via (A) (B) (C) (D)



Which one of the following methods can be used by Mary, a small business owner, to improve her relationship with employees? (A) (B) (C) (D)



When an entrepreneur identies a business opportunity in an area that is not being lled by competitors, it is best refered to as



new-old approach old product approach new product approach niche marketing approach



To determine whether sucient demand exist in a new market, an entrepreneur should engage in



(A) (B) (C) (D)



sales promotion market research costing evaluation forecasting of sales GO ON TO THE NEXT PAGE
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Items 42 - 44 refer to the following scenario.



Mr. Ram has recently completed a short course in chinese cooking. Enthusiastic about his newly acquired skill, he decides to open a small chinese restaurant. However, Mr Ram has no prior experience in running a business and has very little nances available.



42.



Which of the following characteristics of an entrepreneur is MOST evident in the above scanario? (A) (B) (C) (D)



43.



High energy level Tolerance for ambiguity Internal locus of control Awareness of passing time



44.



Mr Ram would need to develop a projected funds ow statement in order to identify (A) (B) (C)



(D)



protability of the business levels of working capital needed amount of raw materials to be purchased Whether the business is a viable option



Which of the following documents would Mr Ram most likely need to present to a commercial bank when seeking nance? (A) (B) (C) (D)



Business Plan Organisational Chart Articles of Association Memorandum of Association



Item 45 relates to the following information



45.



A lack of collateral has been identied as the major constraint of a small business obtaining nance. Which of the following is a possible solution?



(A) (B) (C) (D)



(i) (ii) (iii) (iv)
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Answer ALL questions.



1.



Bucky is a company which produces sugar for the local and international market. The owners of Bucky believe that it can still compete with the best sugar producers in the world, even when it loses preferential treatment in the European market. They plan to introduce Total Quality Management (TQM) in the company’s operations within a month. (a)



(i)



Dene the concept of ‘customer’ as it relates to TQM. …………………………………………………………….…………………… .........…………………………………………………………………………… (2 marks)



(ii)



A E R A SI H T N I E T I R W T O N O D



State TWO ways in which this concept can be used at Bucky. ..............………………………………………………………………………… ......……………………………………………………………………………… (2 marks)



(b)



Explain THREE ways in which poor quality can affect Bucky.



…………………………………………………………………………….…………… …………………………………………………………………………….…………… …………………………………………………………………………….……………



A E R A SI H T N I E IT R W T O N O D



.....……………………………………………………………………………………… .....……………………………………………………………………………………… ...........…………………………………………………………………………………… ......……………………………………………………………………………………… ...………………………………………………………………………………………… ...........…………………………………………………………………………………… (9 marks)



GO ON TO THE NEXT PAGE 02233020/CAPE/SPEC 2016
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A E R A SI H T N I E T I R T W O N O D



(c)



Discuss THREE common TQM techniques that Bucky can use to enhance its competiveness in the international sugar market. ………………………………………………………………………………………… .....……………………………………………………………………………………… .....……………………………………………………………………………………… ......……………………………………………………………………………………… .........…………………………………………………………………………………… ........……………………………………………………………………………………… ........……………………………………………………………………………………… ......………………………………………………………………………………………



A E R A SI H T N I E IT R W T O N O D



…………………………………………………………………………………….....… .....……………………………………………………………………………………… .....……………………………………………………………………………………… .....……………………………………………………………………………………… (12 marks) Total 25 marks



A E R A SI H T IN E IT R W T O N O D
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2.



Research Inc. is a small research agency. It wants to conduct a survey to nd out peoples’ views of the community on ‘car-pooling’. The company must complete the research in six weeks using a limited budget. It has decided to use sampling to select the respondents for the survey. (a)



(i)



Dene the term ‘sampling’. …………………………………………………………………………………



(ii)



………………………………………………………………………………… (2 marks) State TWO reasons for sampling. …………………………………………………………..……………………… .........…………………………………………………………………………… (2 marks)



(iii)



………………………………………………………………………………… ....……………………………………………………………………………… .........…………………………………………………………………………… (4 marks) (i)



W T O N O D



Distinguish between ‘probability sampling’ and ‘non-probability sampling’. .....…………………………………………………….………………..………



(b)



A E R A SI H T N I E T I R



Dene EACH of the following terms ‘convenience sampling’ and ‘systematic random sampling’.



Convenience sampling …………………………………………………………………………….……



A E R A SI H T N I E IT R W T O N O D



...………………………………………………………………………….….… .......………………………………………………………………………..…… ....……………………………………………………………….……………… (4 marks) Systematic random sampling .....……………………………………………………………………………… …………………………………………………………………………….…… .....……………………………………………………………………………… .………………………………………………………………………………… (8 marks) GO ON TO THE NEXT PAGE 02233020/CAPE/SPEC 2016
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A E R A SI H T N I E T I R T W O N O D



(ii)



Explain how EACH might be used to select respondents. ………………………………………………………………………..………… …………………………………………………………….............…………… …………………………………………………………………....…………… ...............………………………………………………………………………… (4 marks)



(iii)



Indicate which of the two types of sampling in (b) above should be used by research Inc.. Justify your choice. ………………………………………………………………..………………… .................………………………………………………………………………



A E R A SI H T N I E IT R W T O N O D



...........…………………………………………………………………………… ......……………………………………………………………………………… ...………………………………………………………………………………… (5 marks) Total 25 marks



A E R A SI H T IN E IT R W T O N O D
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3.



Ruby Lowe, an entrepreneur, has started a sole trader business specializing in janitorial services. She started the business with her own savings and she did not have a formal business plan. As her business expands, and according to the needs of her situation, she employs more persons to work for her. She does her own hiring, accounting and marketing. Her business is barely paying for itself. (a)



Dene the term ‘business plan’. ……………………………………………………………………………………..…… …………………………………………………………………………………..……… .....……………………………………………………………………………………… (3 marks)



(b)



A E R A SI H T N I E T I R W T O N O D



Outline THREE reasons why Ruby should have a business plan. ......……………………………………………………………………………………… ..………………………………………………………………………………………… ......……………………………………………………………………………………… ......……………………………………………………………………………………… .......……………………………………………………………………………………… .....……………………………………………………………………………………… (6 marks)



A E R A SI H T N I E IT R W T O N O D



A E R A SI H T
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A E R A SI H T N I E T I R T W O N O D



(c)



Identify FOUR key elements that Ruby should include in her business plan, justifying the importance of EACH. ......……………………………………………………………………………………… ............…………………………………………………………………………………… ....……………………………………………………………………………….……… ........……………………………………………………………………………………… .........…………………………………………………………………………………… ......……………………………………………………………………………………… ............…………………………………………………………………………………… ........………………………………………………………………………………….…



A E R A SI H T N I E IT R W T O N O D



....…………………………………………………………………………………….… .....……………………………………………………………………………………… ..........…………………………………………………………………………………… ..........…………………………………………………………………………………… ..………………………………………………………………………………………… ..………………………………………………………………………………………… .........……………………………………………………………………….…………… .....……………………………………………………………………………………… ............……………………………………………………………………………………



A E R A SI H T IN E IT R W T O N O D



......……………………………………………………………………………………… .....……………………………………………………………………………………… (16 marks) Total 25 marks



END OF TEST IF YOU FINISH BEFORE TIME IS CALLED, CHECK YOUR WORK ON THIS TEST.
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Suggested Response



Question 1 (a)



Specific objective 8 The concept of ‘customer’ refers not only to the external customer the Company is selling the product or service to, but also to the internal customer(1)such as the in next in a production process e.g. the factory operations thedepartment sugar production process.(1) Defining customer in 2 TQM marks –



(2 marks)



Ways in which the concept of customer can be useful at Bucky 











makes the point that the quality of the products and services sold to the external customer depends on the quality of products and services provided to colleagues within the company.(1) enables the people in the company to realize the importance of what they are doing. helps people to realize their own significance – each person is an expert and can make a unique and essential contribution.(1)



Stating TWO ways 1 mark each



(b)



(2 marks)



Common TQM techniques that Bucky can use to enhance its competitiveness in the international sugar market are:•



•



Benchmarking.(1) Here Bucky can measure its products and practices against the strongest competitors or those recognized as leaders in the sugar industry. The key to successful benchmarking lies in analysis. Starting with its own mission statement, Bucky must honestly analyze its current procedures and determine areas for improvement. As a second step, Bucky must carefully select competitors worthy of copying in terms of their internal procedures and processes. Outsourcing.(1) Outsourcing refers to the farming out of a company’s in-house operations to a preferred vendor with a high quality level in the particular task area. Traditional in-house operations can be farmed outfree to save costspersonnel on employee to reduce personnel, and to existing forbenefits, other duties. In the case of Bucky, the company can contract out sugar cane work to independent cane farmers of good repute thus cutting back on field staff and on employee benefits.



•



Reduced Cycle Time. (1) This refers to the simplification of work cycles, including the dropping of barriers between work steps and between departments, and the removal of worthless steps in the process. Substantial improvement is possible by focussing on improved responsiveness and acceleration of activities into a
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shorter time. Reduction in cycle time improves overall company performance as well as quality. •



Continuous Improvement.(1) Continuous improvement is the implementation of a large number of small, incremental improvements in all areas of the organization on an ongoing basis. In a successful TQM programme all employees learn that they areactivities. expected to Improvements contribute bytake initiating changes in their own job place all the time and the resulting changes give a company significant competitive advantage. The continuous improvement concept applies to all departments, products, services and activities throughout an organization. Countless improvements require a long term approach to building quality into the very fibre of the organization.



•



(c)



Quality Circles.(1) This involves a group of six to twelve volunteers who meet regularly to discuss and solve problems affecting their common work activities. Time is set aside during the work week for these groups to meet, identify problems and try to find solutions. The basic idea is that people who do the job, know it better than anyone else, and can make recommendations for improved performance. Quality circles also push control decision making to a lower organizational level. Many organizations will train team members in team building, problem solving and statistical quality control.



Discussing FOUR contributions 3 marks each



(12 marks)



Ways in which poor quality can affect Bucky include:



Loss



of



Business.



Failure



to



devote



adequate attention to



quality can damage the organization’s image and lead to decreased



share of the market. Many customers may prefer to buy elsewhere. 







Decreased productivity. Poor quality can adversely affect productivity. It may be that the sugar cane harvested is of poor quality or that there is defective equipment in the factory. This means that more time has to be spent in the field or factory to ensure that you are getting quality sugar cane or replacing defective tools and equipment. So, there is a loss of productivity.



Increased costs. Poor quality increases costs, such as rework costs, transportation and inspection in the field, replacement and repair costs, payment to customers or customer dis count used to offset the inferior quality.



Discussing THREE contributions 3 marks each



(9 marks)
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Question 2 Specific objective 4 (a)(i)



Sampling is the process of selecting a subset of the members of a population in order to yield some information about the population, especially for the purpose of making predictions based on statistical inference. Defining sampling 2 marks



(ii)



Reasons for sampling  Collecting data from the entire population of interest is usually very costly 



Data collection is less time consuming using a sample







The population may be unknown







(iii)



(2 marks)



Since the data set is smaller, it is possible to ensure homogeneity and improve the accuracy and quality of the data



Stating Any TWO reasons 1 mark – each



(2 marks)



Probability and non-probability sampling Probability or random sampling refers to any procedure in which elements are taken by chance from the population. In probability sampling, every member of the population has an equal chance of being selected in the sample. Non-probability sampling procedures refer to methods of taking a set of elements from a population based on the judgement of the researcher or field operator. In non-probability sampling some members of the population have no chance of being selected. It is non-random, selection is based on assumptions regarding the population of interest. Distinguishing showing at least two ways in which they are different (4 marks)



Convenience sampling is a form of sampling in which respondents are selected because they are easiest to reach/ readily available and convenient. This form of sampling does not require a sampling frame. The sample may include persons the researcher meets while walking. How convenience sampling works The researcher decides on the number of respondents required. Next, the researcher finds a convenient point with access to a relatively large number of members of the public, e.g. a mall. Next the researcher simply selects those with whom he/she first comes into contact first until he reaches his desired number. When this is done in a shopping mall it is called “mall intercept”.
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Suggested Response Systematic random sampling: In this type of sampling, the target population is arranged according to some ordering scheme, thenselecting the elements at regular intervals through that ordered list. This method requires a sampling frame.



How systematic random sampling works First each element of the sampling frame is numbered. Next, a sampling interval is determined e.g. every 10th item. Third, the first element is selected at random e.g. 3. In step four, the other elements are every ten persons within the sampling frame e.g. 13, 23, 33, etc. Defining convenience sampling 2 marks Explain how it works 4 marks Defining systematic random sampling 2 marks Explain how it works 4 marks



(12 marks)



The candidate’s recommendation must show understanding of the relative



merits of each type of sampling technique and the circumstances under which it is to be used. The following may be used by the candidates to justify EITHER choice:















Systematic sampling has the advantage of producing a random and m ore representative sampling and thus may be able to give an accurate answer to the research question. However, systematic sampling has the disadvantage of requiring a sampling frame, being more time consuming and as a result being more costly. Convenience sampling has the advantage of being less time consuming and less technical to execute; it is therefore also less costly to administer. However, a convenience sample has the disadvantage of not being a random sample and therefore, of not necessarily being representative of the population. Hence it might not give an accurate answer to the research question.



Justifying choice of sampling method - 5 marks



(5 marks) Total 25 marks
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Question 3 Specific objective 6 (a)



A business plan can be defined as a complete description of a business and its plans for the next one to three years. It explains what the business does (or will do if it is a new business); it suggests who will buy the product or service why; and indicates it provides forecasts demonstrating overall and viability, thefinancial finance available and explains the financial requirements. Defining a business plan



(b)



(3 marks)



Reasons why Ruby should have a business plan: 











To attract investors – A formal business plan is the basis for financing proposals. The business plan answers investors’ questions such as: Is there a need for this product/service? To determine her financial needs – The process of creating the business plan will help her to determine how much capital is needed and how it will be used. To judge the success of her business – A formal business plan will allow her In to this compare operational results see versus the business itself. way,actual it allows her to clearly whether she has achieved her strategic, financial and operational goals, and why she has or has not.











To better understand the competition – creating a business plan will force her to analyze the competition and to determine whether she has a competitive advantage. To document her marketing plan – A formal business plan will help her to answer the following questions. How you are going to reach your customers? How will you retain them? What is your advertising budget? What price will you charge?



– Sating THREE reasons 2 marks each (c)



(6 marks)



Key elements that Ruby should include in her business plan include: 







The critical risk segment – This segment points out potential risks that may threaten the business. For example, it may state price cutting by competitors, sales projections not achieved and difficulties encountered in the procurement of parts or raw materials. The financial segment – Just as entrepreneurs are likely to overestimate their income, they tend to underestimate their costs. The financial statement provides a description of the needed services for funding the business and the uses intended for the money. A budget is also provided and stages of financing are created to allow evaluation by investors at various points. The entrepreneur must
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plan for obtaining funds to handle expenses, such as those associated with the start up phase that can’t be covered by business revenues. 















The mission or vision of the company - This informs groups outside and inside the business what the central aim and vision are. It makes explicit the major targets that the organization is trying to reach. It helps define broad, but important, job areas within an organization and therefore critical jobs that must be accomplished. The mission is very important to business because it helps management increase the probability that the business will be a success. Information about the industry and market – Entrepreneurs are often so excited about their business ideas that they assume others will feel the same way. They need to convince investors that sales projections and competition can be met, so information is provided here on this aspect. This section will reveal what market studies they have done, the target market identified, projectionsabout their market position and market share. Information evaluating all competition will be provided, explaining why and how the business will be better than the competition. Advertising plans with cost estimates to validate the proposed strategy will be provided. Information about the number and types of personnel needed – Here is provided the resumés of all key people in the management of the venture. Also included would be the added assistance of advisers, consultants and directors, if any. Information is provided too on how everyone is to be compensated and what their salaries and wages would be. Information about the legal structure of the business – This is very important to investors and lending institutions since they will be very much concerned about the security of their investments.







Plans for the production of the product or service.







Information about suppliers.







The business’ policy for extending credit to customers.







Legal considerations such as information about licenses, patents, taxes etc.



Identifying FOUR elements 1 mark each – 3–marks Discussing FOUR key elements each Comprehensive discussion Satisfactory discussion Weak discussion



(4 marks) (12 marks) (3 marks) (2 marks) (1 mark) Total 25 marks
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 -2UNIT 2 Paper 03/2 INSTRUCTIONS: Read the case study and answer the questions that follow .



CASE STUDY Tasty Treats



‘Tasty Treats’ supplies a variety of pastries and cakes to leading supermarkets and pastry shops. It is owned and operated by Kyle Niles and Kevin Sam who are qualified bakers and have been in this business for the past two years. The company has a small factory that makes the entire range of products. The main products are hard dough bread, carrot cakes and doughnuts. The demand pattern for these products is very different. The hard dough bread is mainly bought by supermarkets on a daily basis, all year round. Carrot cakes are mainly bought on weekends, whereas doughnuts are often bought during the week for children’s lunch. Recently, there has been a major fall in the demand for doughnuts, and the company is contemplating conducting market research to determine what has contributed to the decline in demand for such a well loved product. In an effort to improve business, the company is thinking of introducing its latest product, the ‘handmade wedding cake’, each one to a unique design. Kyle and Kevin are thinking of different promotional strategies to capture the company’s target market. They are evaluatinga variety of pricing strategies in order to enter the market at the right time with the right price. Kyle has indicated to Kevin that the company needs to do a careful analysis of the micro and macro environmental factors that may have some impact on the development of the product, for instance, market demand, product quality, suppliers, location and sale forecasting. He has also stated that the company needs to take into consideration the direct cost associated with the new product and the point at which they would break-even. Kyle, who is very enthusiastic about the idea, has worked hard to keep the business going. He knows that this new product could be a success but considering existing competition in the market, careful analysis would be required. Kevin looks at his close friend and business partner. He suspects that over the next few weeks, Kyle would be up all night working on this new product idea. “Hey, Kyle!” exclaims Kevin. “Let us start as young entrepreneurs would.” “How?” replies Kyle. “With a formal business plan,” replies Kevin.
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Outline TWO ways in which EACH of the following will impact on the potential the new product venture: (i)



success of



Location (4 marks)



(ii)



Market Demand (4 marks)



(iii)



Product quality (4 marks)



(iv)



Sales forecasting (4 marks)



(b)



Explain EACH of the following terms: (i)



Direct cost



(ii)



Break-even point (4 marks)



Total 20 marks
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2.(a)



(i)



Define the term ‘market research’. (2 marks)



(ii)



Outline THREE ways in which market research could be useful to ‘Tasty Treats’ . (6 marks)



(b)



Suggest TWO promotional strategies that the company could use to market its new product, giving ONE reason for EACH suggestion. (4 marks)



(c)



Kyle is thinking of employing either the ‘cost-plus pricing’ or the ‘competition-based pricing’ as a possible pricing strategy for the new product. Describe these TWO strategies and determine which would be more appropriate for the business to adopt. Justify your answer. (8 marks)



Total 20 marks
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3.(a)



(i)



Identify TWO entrepreneurial characteristics displayed by Kyle. (2 marks)



(iii) Explain ONE way in which EACH characteristic in (a)(i) above might help him to succeed. (4 marks)



(b)



(i)



Define the term ‘business plan’ (2 marks)



(ii)



State THREE advantages of a business plan. (3 marks)



(iii)



Identify THREE essential pieces of information that Kyle should include in his business plan and outline the importance of EACH to an investor. (9 marks) Total 20 marks
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Suggested Response Specific Objectives 1, 2, 6



Question 1 (a)



How the following factors impact the success of the business:



(i)



Location 



Since the venture is a bakery with retail outlet, its location is very important. It should be located near a catchment area [1] which should be as large as possible[1]. If the catchment area is not large enough this will reduce the sales potential[1] and ultimately, the profitability of the venture.[1]



(4 marks) (ii)



Market demand 



The level of market demand is important to the feasibility of the venture. Market demand refers to the number of people who are interested in and able to purchase the product[1]. The demand has to be high enough to justify setting up the business.[1]







If the for to the product not high, the business will notdemand be able achieve itsisrevenue [1] then and profitability targets and this can lead to its failure.[1] (4 marks) (iii)



Product quality 







The quality of the brand is important to the promotion of the venture. One aspect of quality is performance. If the product does not provide the expected benefits [1] then the level of sales may not materialize.[1] If the product quality is high [1] this fact can be used to promote the line of product. [1]



(4 marks) (iv)



Sales forecasting 







Sales forecasting is important to the financial feasibility of the venture. A forecast of the unit sales will allow the entrepreneurs to estimate[1] the revenue from which they will be able to set profit projections.[1] In the absence of a forecast, the entrepreneurs will experience less certainty about the venture[1] and will be unable to convince potential investors of a good reason for investing in the venture.[1]



(4 marks) Outlining two ways in which each concept will impact (negative or 2
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(16 marks)



Question 1(b) continued (b)(i)



(ii)



Direct costs are costs which can be identified with a particular product or process.[1] Examples of direct costs are raw material, packaging and direct labour.[1] Break-even point – the level of sales at which total revenue is equal to total costs [1]. The firm makes neither a loss nor a profit at this level of sales.[1]



Explaining direct cost 2 marks Explaining break-even 2 marks



(4 marks)



Question 2 Specific Objectives 4, 7, 9 (a)(i)



Market research refers to gathering of data [1] about the market size and trends, competitors, consumer buying habits and likely sales level.[1]



Defining market research 2 marks (ii)



( 2 marks)



Ways in which market research can be useful 















To reduce the risks associated with new product launches:[1] by investigating potential demand for the new product that is, the ‘hand-made wedding cake’, the business should be able to assess [1] with some degree of accuracy, the likely chance of a new product achieving satisfactory sales.[1] To predict future changes:[1] Tasty Treats may wish to investigate social and other changes to see how these might affect the demand for the wedding cake.[1] For instance the increase in the number of marriages/weddings may result in demand for the cakes.[1] To explain patterns in sales of existing products and market demand:[1] market research is not just undertaken for new or planned products. Tasty Treats may need to conduct research as suggested in the case for existing products,[1] especially the doughnuts. The company has to be aware of any significant fall in the demand for this product. Therefore the research may equip them with reasons for the fall in demand, then they will be able to take remedial action.[1] To assess the most favoured designs,[1] flavours, promotions and packages [1] for the new product and for existing products[1]( for example the doughnuts)



Outlining THREE ways 3 marks each 3



(6 marks)
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(b)



Suggested Response



Promotional strategy to market new product 



Point of sale display: develop eye-catching display of their products in retail shops,[1] for example the supermarkets and other retail outlets that carry their existing products.[1]



Reason forwho this choiceknow - Since Treats would beThis targeting customers already and Tasty love their products. method would be less costly than advertising. In addition, prospective customers would get a chance to not only see the product but also taste the product. 



Promotional Sampling – offer samples of product to customers and potential customers [1] with the intention of increasing the customer base [1]. Reason for this choice – customers who purchase the product will be encouraged to continue doing so. In addition potential customers will get an opportunity to taste before trying and by doing so if the product is good they will become regular customer.[1]



Suggesting TWO promotional strategies 2 marks each Giving ONE reason for EACH suggestion 2 marks (4 marks) (c)



Cost plus pricing vs competition-based pricing Cost-plus pricing: The basic idea is that firms will assess their cost per unit and then add an amount to the calculated cost.[1] There are a number of different methods of cost-based pricing that may be adopted: 











Mark-up pricing: usually carried out by retailers, who take the price that they pay the producer or wholesaler for the product in question, and then add a percentage mark-up.[1] Target pricing: Where a company decides upon a price that will give a required rate of return at certain level of output/sales.[1] Full cost (or absorption cost) pricing is where the company attempts to calculate a unit cost for the product and then adds an agreed margin.[1] However, it is not always easy to allocate all the costs of a firm to specific product, especially if the firm makes a range of products. It is especially difficult to allocate the fixed cost.[1]



4
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Competition based pricing: this is the situation that exists where a firm will base its price on the price set by its competitors.[1] In an extremely competitive situation, cost has to be treated as a secondary consideration in short term price determination. This is particularly true in markets where: Competing products are almost identical Customers are well informed There are a few suppliers The nature and the extent of competition is often an important influence on price. If a product is faced by direct competition it will compete against other similar products in the marketplace.[1] This will constrain pricing decisions so that price-setting will need to be kept closely in line with rivals’ actions.[1] In contrast, when a product is faced by indirect competition (i.e. competition with products in different sectors of the market), there will be more scope to vary price.[1]



NB: Candidates must justify their choice of strategy with appropriate reason. Describing cost plus pricing 3 marks Describing competition-based pricing 3 marks Justifying strategy 2 marks



(8 marks) Total 20 marks



Question 3 Specific Objectives 1,6 (a)(i)



Entrepreneurial characteristics displayed by Kyle include -



(ii)



Enthusiasm Analysis Persistence



Enthusiasm – Entrepreneurs must maintain a spirit of enthusiasm; this helps to motivate others especially those on whom the entrepreneur must call upon for help.[1] Enthusiasm also acts as an antidote to disappointment which is often experienced by entrepreneurs.[1] Analysis – Kyle has displayed some level of analysis in that he has recognized the need to budget for the start up of the business. This is also evident by his recognition that he needs more information on the market.[1] Analysis helps the entrepreneur to assess what he has and what he needs. Analytical skills are a necessary component of planning which details predicting and attempting to influence the future.[1] 5
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Persistence - This characteristic has also been demonstrated by Kyle. The case indicates that Kyle has been looking for a business opportunity for quite some time. That he could persevere to the point he has reached demonstrates his possession of a degree of persistence.[1] Persistence helps entrepreneurs to overcome frustration which arises when the path to goals becomes blocked or difficult to negotiate.[1]



Identifying TWO characteristic 1 mark each Explaining how each can help Kyle 2 marks each (b)(i)



Business Plan – A guide[1] for the business decisions and activities over a period of time [1].



Definition of a business plan (ii)



(2 marks) (4 marks)



(2 marks)



Advantages of a business plan 







It enables the entrepreneur to be more future oriented. He is compelled to look beyond the day to day problems, project what situations may confront him in the future and work out how to deal with them. Writing the plan brings previously ‘hidden’ assumptions to the



foreground 























It enables the entrepreneur to record important ideas about the business which can sometimes be forgotten. It gives the entrepreneur an image of seriousness which ideas in the head cannot give. It forces the entrepreneur to think through all the important aspects of the business rather than dwell on a few. It gives essential information to the people whose support he needs, especially those lending money. It can be used to attract investor. It reminds the entrepreneur, by his organizational objectives, of exactly what he is trying to accomplish.



Stating THREE advantages 1 mark each



6



(3 marks)
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Suggested Response



Essential information to be included in Kyle’s business plan 



Description of the Product [1] A description of the product is essential because it helps investors decide whether not they are interested in take the the business [1] or to decideor whether they are willing to risks associated with such products.[1]







Description of Market [1] A description of the market helps potential investors and lenders assess the viability of the business.[1] It also helps owners to focus on a specific target group to shape the research they will invariably need to do. Suppliers may also want to know whether the target market aimed at is suitable so that they can advise the owners accordingly.[1]







The amount of financing required [1] A description of how the venture is to be financed is vital to all parties concerned. It helps owners assess the adequacy of their It helps lenders decide interest whether to lend or not orresources.[1] the kind of conditions, for example, rate they will attach to the loan. It helps potential investors decide whether they can fund the venture and what kind of return they would want as a reward.[1]







The location [1] The location of the venture is very important to lenders and potential investors because it is one of the factors they will use to help them assess the venture’s viability. [1]Businesses that are located in close proximity to this market (customers) and is easily accessible are more likely to remain viable.[1]



   



The mission or vision of the company Information about the legal structure of the business Information about the number and type of personnel needed A critical risk segment This segment will point out risks that may threaten the business



Identifying THREE essential pieces of information 1 mark each (3 marks) Outlining the importance of each piece of information 2 marks each (6 marks)



7
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