	BUSINESS IN CONTEMPORARY SOCIETY

	
	2008

	1
	Explain internal factors which could be taken into account prior to an

organisation setting strategic objectives. (4 marks) 2008 q4a CS

	
	• Size of the organisation, smaller firms strategic objectives will be of a smaller nature than multi-national companies.

• Company Policy eg social and ethical responsibility.

• Shareholders points of view.

• Whether a private or public sector organisation.

• Internal financial situation.

• Technological factors.


	2
	Describe how both horizontal and vertical integration could allow an

organisation to become even larger and more profitable. (5 marks) 2008 1a

	
	Horizontal integration

• Can use economies of scale and reduce unit cost of products.

• Can dominate the market as a larger single organisation.

• May allow for higher prices to be charged as competition is reduced.

• Reduction in costs – max 1.

Vertical integration

• Profits are increased by cutting out the ‘middle men’.

• Stock can be cheaper due to backward integration.

• Guaranteed source of supplies and prices of stock.

• Reduction in costs – max 1.

Maximum of 4 for only horizontal or vertical



	3
	Describe how stakeholders could make use of financial information

provided by an organisation. (7 marks) 2008 3a 

	
	• Use ratios to check on the organisation’s performance and to compare to other organisations and previous years. Use sales figures to set targets.

• Use the annual reports to decide whether to purchase shares. Use share prices to decide to buy or sell shares.

• Look at liquidity ratios to decide if they should allow credit or if they will receive payments for the goods they have sold the organisation.

• Interest in the profit figure to decide what taxation is due.

• The overall profit of the business could be used to decide on wage rises.

• Interest in the liquidity position of an organisation to ensure job safety.

• Profitability and liquidity position will be used to decide if they should be granted loans.

• Look at the level of creditors the organisation already has to make decisions on loans.

• Analyse the profitability and liquidity of the organisation to make decisions on the local economy.




	4
	Identify and explain 3 economic factors that can affect the

profitability of a business. (6 marks) 2008 3ci 

	
	Inflation – increased prices or cost.

• Exchange rates – value of one currency compared to another.

• Interest rates – cost of taking out a loan.

• Recession – a slow down in the economy/fall in demand.

• Boom period – an upturn in the economy/increase in demand.

• Unemployment – fewer people working.



	5
	Describe 4 other external influences that can affect the success or

failure of a business. (4 marks) 3cii 

	
	• Political factors – laws from both UK and EU affect organisations in a variety of ways.

• Social factors – society is continually changing and

organisations must adapt to changing demographic trends as well as cultural trends.

• Technological factors – technology is continually advancing and organisations must keep up-to-date with new developments in technology.

• Environmental factors – weather changes in recent years have caused problems, also in recent years environmental issues have become increasingly important.

• Competition – the way competitors act will impact on how an organisation needs to alter the way it operates.



	
	2009

	6
	Initially Gordon Montgomery was a sole trader, however, he eventually

operated Fopp as a private limited company. Explain 3 reasons why an

organisation would become a private limited company. (3 marks) 2009 2a CS

	
	• Has limited liability to shareholders/owners which would reduce the risk of personal loss to the shareholders

• Becomes larger organisation and should attract finance easier

• Allows for economies of scale

• Less risk of liquidation

• Control is still not lost to complete outsiders

• Experience and skills can be gained from shareholders



	7
	Describe how 5 different stakeholders of Fopp could influence the

organisation. (5 marks)  2009 2b CS

	
	Any appropriate influence from a stakeholder.

• Manager – makes decisions on future plans of the organisation

• Worker – can produce a quality product or service by working hard

• Shareholder/Owners – purchase more shares

• Customer – buy the product or service

• Local Community – petition the organisation to make a change to environmental policies

• Government – alter legislation

• Banks – approves a loan

• Suppliers – alter the price of supplies




	8
	Explain how external factors may affect an organisation. (6marks) 2009 2c

	
	• Political – legislation and regulations will affect an organisation in that they need to comply with the laws of the country they operate in.

• Economic – factors such as inflation, recession/boom periods, interest rates will affect organisations in a number of ways.

• Social – changes in trends and fashions mean that organisations must continually carry out market research to see what products will sell or new products are desired.

• Technological – as technology changes organisations must keep up-todate and this will involve a large financial cost.

• Environmental – organisations now need to attempt to be socially responsible and environmentally friendly both to comply with legislation and satisfy consumer groups.

• Competitive – organisations must continually monitor their competitors prices and alter theirs accordingly.



	9
	Describe 3 different methods of growth. (3 marks) 2009 5bi

	
	• Vertical Integration – organisations at a different stage in the same industry combine together.

• Horizontal Integration – organisations at the same stage of production combine together.

• Backward Vertical Integration – when a business takes over a supplier.

• Forward Vertical Integration – when a business takes over a customer.

• Diversification – organisations in completely different industries combine together.

• De-integration/demerger – organisations cut back and concentrate on only their core activites.

• Divestment – sell off assets or subsidiary companies to raise finance for growth.

• Organic growth – organisations increase the number of products sold or number of outlets – max 1

(No ID marks are awarded – a description of the method)




