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A service is an intangible product provided by an organization. Utopia 
provides its customers with a once-in-a-lifetime tourist experience on 
the island of Ratu. 
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http://www.fairtrade.net/


http://www.youtube.com/watch?v=3B7pPArgfcA
https://youtu.be/Vx0Z6LplaMU
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INSTRUCTIONS 

 

 Do not open this examination paper until you have been instructed to do so 

 You will need a clean copy of the Utopia case study for this examination paper 

 A clean copy of the Business Management formulae sheet is required 

 Section A: answer any two questions 

 Section B: answer the compulsory question 

 You are permitted to use a calculator for this examination paper 

 Total marks available: 40 marks 
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SECTION A 

 

 

Answer two questions from this section. 

 

 

1. (a) Outline two features of a private limited company (line 1) as a form of 

business ownership. [4 marks] 

   

 (b) Paul and Liza are managers at JAC.  Explain the key functions of 

management. [6 marks] 

 

 

 

2. (a) Describe the interests of any two external stakeholder groups of Utopia. [4 marks] 

   

 (b) Prepare a full SWOT analysis for Utopia. [6 marks] 

 

 

 

3. (a) Define the following terms:  

   

  (i) revenue streams (line 55) [2 marks] 

   

  (ii) gross profit margin (line 61). [2 marks] 

   

 (b) Using the Ansoff matrix, explain product development and market 

development in the context of Utopia and JAC. 

[6 marks] 

 

 

 

 

 

 

 

 

 

There is no additional information in this mock exam paper for Section A. 
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SECTION B 

 

Answer the following question. 

 

4. Liza presented the following economic data at a recent meeting with John and Paul. Her 

father and brother are concerned with the capital expenditure needed to expand overseas. 

Concerned with the risks, John is only prepared to expand into one of these markets initially. 

Liza is convinced that JAC’s brand loyalty will increase its chances of success. However, 

she is fully aware that John, being a paternalistic leader, will make the final decision. 

 

 

Table 1 – Economic data for selected countries (January 2017): 

 

 Fiji Samoa NZ 

Economic growth rate 4.2% 1.63% 1.1% 

Unemployment rate 7.9% n/a 4.9% 

Inflation rate 3.9% 0.8% 0.4% 

GDP per capita (USD) $4,042 $3,641 $36,464 

Population 0.87 million 0.193 million 4.6 million 

Ease of Doing Business ranking# 97th 89th 1st 

Corporate tax rate 20% 27% 28% 

Personal income tax rate 20% 27% 33% 

Sale tax rate 9% n/a 15% 

 

Adapted from www.tradingeconomics.com/ and Central Bank of Samoa (www.cbs.gov.ws/) 
# World Bank Group’s annual ranking of countries – a low numerical value indicates a higher ranking due 

to simpler regulations for doing business and stronger protection of property rights. 
 

Note: n/a = data not available 

 
(a) Define the term paternalistic leader (line 21). [2 marks] 

  

(b) Explain why brand loyalty (line 43) is important for JAC. [4 marks] 

  

(c) In the context of JAC, distinguish between capital expenditure (line 

64) and revenue expenditure. [4 marks] 

  

(d) Using the data in Table 1 above, and information in the case study, 

recommend to John which of these markets (Fiji, Samoa or New 

Zealand) JAC should sell its coffee to. [10 marks] 
 

http://www.tradingeconomics.com/
http://www.cbs.gov.ws/
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TEACHERS’ NOTES 

 

 These are suggested answers only. 

 Teachers should use their professional judgment in awarding answers that may not be included 

in this marks scheme. 

 The additional information included in Section B is fictitious, although the data in Table 1 are 

correct at the time of writing. 

 The additional information and data in Section B are included for illustrative purposes only, in 

order to give students practise for the final examinations in May 2017. 

 

 

  



SECTION A 

 

 

1. (a) Outline two features of a private limited company (line 1) as a form of business 

ownership. [4 marks] 

 

Key features include the following points: 

 

 Shares in a private limited company cannot be bought by the general public, 

i.e. shares can only be sold with the approval of existing shareholders 

(currently only John Ariki). 

 In theory, the company should be able to raise more capital than a sole trader 

or partnership as it has greater access to capital markets and investors. 

 Shareholders have limited liability, i.e. they cannot lose more than the value 

of their investment in the company if it defaults. 

 Shareholders of the company have part ownership of the business so are 

entitled to a share of any dividends distributed by the firm. 

 As co-owners of the company, shareholders have voting rights based on the 

number of shares they own. 

 The private limited company needs to prepare and publish its final accounts – 

this is a legal requirement and the accounts need to be checked and audited 

(approved) by an independent chartered accountant. 

 The company must have at least one shareholder and director (who can be the 

same person), plus a company secretary (who does not have to be a 

shareholder). 

 Many private limited companies are family-owned businesses, such as 

Utopia, as there is less risk of a hostile takeover. 

 Accept any other relevant feature of private limited companies. 

 

 

Award [1 mark] for each correct key feature identified, and [1 mark] for the 

development of each of these key features in the context of Utopia, up to a maximum 

of [2 marks]. 

 

 

 (b) Paul and Liza are managers at JAC.  Explain the key functions of management.

 [6 marks] 
 

Key functions of management may include: 

 

 Henri Fayol’s key functions of management: planning, organizing, 

commanding, coordinating and controlling. These management functions are 

task-oriented, rather than people-oriented. This seems fitting for Paul’s role as 

operations manager at JAC. However, it could equally apply to Liza’s role as 

the manager in charge of JAC’s finances. 

 Charles Handy’s key functions of management: addressing and solving 

problems, just like a general practitioner (doctor) would do. These 

management functions include identifying problems (symptoms), 

investigating the causes, deciding what to do and implementing the plan. For 

example, both Paul and Liza are investigating ways to increase the revenue 

streams for JAC and Utopia. 



 Peter F. Drucker’s key functions of management: setting strategic objectives 

in order to manage the business and its people; and to establish the future 

direction of the organization. This applies to JAC as Paul and Liza took 

charge of the business in 2011 and now need to look at ways to ensure JAC’s 

survival. 

 Other key functions of management include: developing and motivating 

employees, measuring and evaluating employee performance, holding 

workers accountable for organizational objectives, and fostering professional 

networks. Liza, as HR manager, would be in charge of these functions. 

 Accept any other relevant key function of management that is explained. 

 

 

Award a maximum of [2 marks] if the key functions of management are outlined. The 

answer may lack depth of explanation. 

 

Award a maximum of [4 marks] if the explanation lacks application. 

 

Award [6 marks] if the explanation has depth and is applied to Utopia. 

 

 

 

2. (a) Describe the interests of any two external stakeholder groups of Utopia. 

 [4 marks] 

 

External stakeholders of Utopia and their interests include: 

 

 Customers (such as film stars), such as exclusivity on the beautiful island of 

Ratu, a luxury holiday experience, exceptional levels of comfort and service, 

and value for money (e.g. private boat and crew). 

 Suppliers, e.g. competitive prices for the ingredients (for meals served at 

Utopia’s villas) and the award-winning Aora coffee (suppliers would like to 

continue receiving prices above those determined in commodity markets). 

 Local communities, e.g. job opportunities on the island of Ratu. 

 External investors, e.g. growth prospects and financial returns from investing 

in Utopia. 

 Competitors (such as other luxury holiday providers on the island), e.g. 

higher market share, customer loyalty and market leadership. 

 Accept description of any other relevant external stakeholder of Utopia. 

 

 

Mark as 2 + 2. 

 

Award [1 mark] for each valid external stakeholder group identified, and [1 mark] 

for the development of the stakeholder group’s interest in Utopia, up to a maximum 

of [2 marks]. 

 

No marks can be awarded if the student refers to internal stakeholders. 

 

 

 

  

  



 (b) Prepare a full SWOT analysis for Utopia. [6 marks] 

 

A SWOT analysis provides a framework for decision makers to consider factors in 

both the internal and the external business environment that affect business 

operations. The internal factors can be classified as either strengths or weaknesses 

within the organization. The external factors can be classified into opportunities or 

threats. 

 

Note: the question refers to Utopia, so references to JAC are not required. 

 

 

Strengths could include the following: 

 

 As the sole shareholder of Utopia, John Ariki can make swift decisions and 

has total autonomy. 

 Utopia is a private limited company (line 1), so the owner benefits from 

limited liability. 

 Utopia offers a once-in-a-lifetime experience for tourists (line 3), with its 

luxury villas and exceptional level of comfort and service (line 4). 

 The company has frequent visitors who are film stars (line 3). 

 Utopia is positioned as a unique experience for tourists in the Pacific Islands 

(lines 3 – 4). 

 Utopia relies on word of mouth promotion (line 6), which is literally free of 

charge. 

 Utopia uses a just-in-time system for obtaining the ingredients for the meals 

served at its villas (lines 14), which enables the firm to be lean (efficient) and 

to serve fresh, quality meals. It also uses JIT for its award-winning coffee 

from Aora (line15). 

 Utopia sells ethically produced fair trade coffee (line 17). 

 Utopia is set in a beautiful location (line 19). 

 The three pillars of the (famous) Utopia brand are: its location, the local 

craftsmen and materials, and the local food and coffee (lines 19 – 21). 

 Utopia is successful in selling Aora coffee (line 22). 

 Utopia is financed by internal sources, so there are fewer financial liabilities 

for the business. 

 John Ariki has a hands-on approach to his business as he does not want to 

compromise the vision and social responsibility of Utopia (lines 57 – 58). 

 

 

Weaknesses could include the following: 

 

 Utopia buys coffee from Aora at much higher prices than coffee suppliers in 

Indonesia and Papua New Guinea (lines 16 – 17) and other alternative 

suppliers; this could result in lower profit margins and/or higher prices being 

charged. 

 Similarly, Utopia’s costs of buying coffee are well above market prices 

determined on commodity markets (line 19). 

 It has recently faced liquidity issues due to the substantial fall in bookings 

(line 48). 

 Utopia has recorded its first ever financial loss (line 49). 

 The higher than expected costs of rebuilding Utopia in 2016 (lines 76 – 77) 

also harmed its profits and liquidity. 



 

Opportunities could include: 

 

 Greater marketing opportunities to exploit, e.g. the growing use of social 

media, rather than relying on word of mouth promotion (line 6). 

 Wider opportunities to use skilled local craftsmen (lines 10 – 11), which 

reflect the culture of the Pacific Islands (lines 11 – 12). 

 Opportunities to work with external stakeholders to expand Utopia’s capacity 

(lines 12 – 13). 

 Coffee growers in Indonesia and Papua New Guinea can offer their best 

coffee at a much lower price (lines 15 – 16) than suppliers in Aora. 

 Opportunities for Utopia to contribute to the local community (lines 38 – 39). 

 Business opportunities beyond a local level (line 42). 

 External stakeholders could be involved to raise finance (line 52). 

 Opportunities for new revenue streams (line 55). 

 The prospect of selling 3D printed souvenirs to develop the Utopia brand 

(lines 59 – 60), with high profit margins (lines 61 – 62). 

 Market research reveals that some profit can be earned in Fiji and Samoa and 

considerable profit in New Zealand (lines 69 – 70). 

 Improved internet connections and technology can help to reduce the costs of 

3D printing processes (lines 60 – 61). 

 Growth opportunities through strategic alliances, joint ventures or franchising 

(lines 74 – 75). 

 Greater opportunities to embrace internet technologies, e.g. Utopia can use 

software apps such as Twitter, Facebook, TripAdvisor.com and LinkedIn. 

 Growth through alternative sources of (external) finance (line 79). 

 

 

Threats could include: 

 

 The possibility of another natural disaster (line 46) on the island of Ratu. 

 The natural disaster of 2016 threatens Utopia’s long-term viability (lines 55 – 

56). 

 High fixed costs of 3D printing equipment (line 62). 

 High risks of getting involved in providing an untested printing service (line 

65). 

 Risk of some people perceiving the 3D-printed souvenirs as inauthentic or 

cheap, thereby reducing Utopia’s brand value (lines 65 – 66). 

 Utopia could become vulnerable as a takeover target or face intense rivalry, 

perhaps by large global competitors, e.g. Utopia’s success might attract the 

attention of rivals such as Four Seasons (the luxury hotel group). 

 

 

Award a maximum of [2 marks] if a SWOT analysis is provided without any 

explanation or application to Utopia. 

 

Award a maximum of [4 marks] if the response lacks depth in the explanation. The 

SWOT analysis may be incomplete. 

 

Award up to [6 marks] if the response is thorough and the SWOT analysis is 

competently applied to Utopia. 

 



 

 

3. (a) Define the following terms: 

 

(i) revenue streams (line 55) [2 marks] 

 
Revenue streams are the sources of inflows of money or income from a particular 

business activity over a period of time. Utopia’s revenue streams include earnings 

from visitors who stay at the villas on Ratu and customers who buy meals served at 

the villas. John is aware that his businesses need alternative revenue streams, 

especially after suffering its first ever financial loss in 2016. 
 

 
Award [1 mark] for a description that shows some understanding of revenue streams 

or an answer that shows no application to the Utopia case study. 

 

Award [2 marks] for an answer with a clear definition of revenue streams, with clear  

application to the Utopia case study. 

 

 

 (ii) gross profit margin (line 61). [2 marks] 

 

The GPM is a profitability ratio that measures the proportion of gross profit 

generated from the firm’s sales revenue. Paul believes there is a high GPM on the 

production of the 3D printed customized souvenirs for Utopia, due to the relatively 

low cost of making the souvenirs. 

 

 

Award [1 mark] for a description that shows some understanding of gross profit 

margin or an answer that shows no application to the Utopia case study. 

 

Award [2 marks] for an answer with a clear definition of gross profit margin, with 

clear application to the Utopia case study. 

 

Note: there is no need to show the formula for GPM as this is already included in the 

formula sheet. 

 

 

  

  



 (b) Using the Ansoff matrix, explain product development and market development 

in the context of Utopia and JAC. [6 marks] 

 

The Ansoff matrix is a management planning tool used to illustrate four generic 

growth options based on new and existing products, and new and existing markets. It 

allows managers to identify opportunities for market penetration, product 

development, market development, and diversification. 

 

 
 

Product development is a growth strategy in Ansoff’s matrix that involves Utopia 

trying to create new goods and services targeted at its existing markets, e.g. 3D 

printed souvenirs. It is the process of bringing a new product or newly rebranded one 

to the market. 

 

Market development is the growth strategy in Ansoff’s matrix where a business sells 

its existing products in new markets, i.e. JAC sells the same products (Aora coffee), 

but these are sold to a new group of customers (in Samoa, Fiji and New Zealand). 

 

 

Award a maximum of [2 marks] if the response is inaccurate, lacks explanation or 

lacks application to Utopia and JAC. 

 

Award a maximum of [4 marks] if the response lacks depth in the explanation. There 

is an attempt at application to Utopia and JAC. 

 

Award up to [6 marks] if the explanation has depth and the Ansoff matrix is 

accurately applied to Utopia and JAC. 

 

  



SECTION B 

 

 

4. (a) Define the term paternalistic leader (line 21). [2 marks] 

 

A paternalistic leader is someone who treats employees as if they were family 

members, by guiding and consulting them. The leader has extensive authority over 

employees but decisions are made which s/he believes are in the best interest of the 

workforce. John Ariki is described as a paternalistic leader. 

 

 

Candidates are not expected to word their definition exactly as above. 

 

Award [1 mark] for a definition that only demonstrates partial understanding. 

 

Award [2 marks] for a definition that demonstrates clear understanding of the term 

paternalistic. 

 

 

 

 (b) Explain why brand loyalty (line 43) is important for JAC. [4 marks] 

 

Brand loyalty measures the degree to which customers consistently repurchase the 

same brand of a product over time rather than buying from rival suppliers. Strong 

brand loyalty exists when customers are committed to a certain brand (such as JAC) 

and make repeat purchases time and time again. 

 

Marketing strategies designed to cultivate loyal customers can give organizations 

competitive advantages, such as higher sales revenue due to repeat customers 

continuing to buy food and coffee at JAC. Brand loyalty is really tested when prices 

are increased; with strong brand loyalty, JAC is able to continue charging premium 

prices. 

 

Accept any other relevant explanation. 

 

 

Award up to [2 marks] for an answer that shows some knowledge of the importance 

of brand loyalty. The answer may lack depth and/or application to JAC. 

 

Award up to [4 marks] for an accurate answer that shows good knowledge of the 

importance of brand loyalty. The answer is competently applied to JAC. 

 

 

  

  



 (c) In the context of JAC, distinguish between capital expenditure (line 64) and 

revenue expenditure. [4 marks] 

 

Capital expenditure refers to spending by JAC on acquiring, maintaining and/or 

upgrading fixed assets in order to broaden its capital base. It represents a financial 

investment in JAC, e.g. the purchase of coffee grinding equipment and machinery or 

outlets (buildings) to sell their coffee. 

 

By contrast, revenue expenditure is the money that JAC needs for the day-to-day 

running of its business. Examples include the purchase of Aora coffee, wages, rent, 

insurance and utilities bills for running JAC. 

 

Accept any other relevant distinguishing feature of capital and revenue expenditure. 

 

 

Award up to [2 marks] for an answer that shows some understanding of the two 

terms, although the answer may lack a clear distinction or appropriate use of 

examples. There is limited, if any, application. 

 

Award up to [4 marks] for an answer that shows good understanding of the two 

terms, with a clear distinction and/or appropriate use of examples demonstrated. 

There is good application of the Utopia case study. 

 

 

(d) Using the data in Table 1 above, and information in the case study, recommend 

to John which of these markets (Fiji, Samoa or New Zealand) JAC should sell its 

coffee to. [10 marks] 

 

Responses may include: 

 

 Fiji has the highest economic growth rate (4.2%), suggesting better economic 

prospects for customers in Fiji. This means they may purchase more goods 

and services, including JAC coffee. 

 However, the unemployment rate in Fiji is higher (7.9%) than the rate in New 

Zealand (4.9%), which suggests lower incomes for many more people there. 

 Fiji’s inflation rate (3.9%) is much higher than that of Samoa’s (0.8%) and 

NZ’s (0.4%). Higher inflation means average prices of goods and services are 

rising, which can reduce the demand for Aora coffee. There is greater price 

stability in the other two locations. 

 The average person in NZ is significantly wealthier ($36,464 per year) than 

the average Samoan ($3,641) or Fijian ($4,042). Hence, New Zealanders are, 

on average, more able to purchase Aora coffee. 

 The considerably higher population in NZ (4.6 million) means a much larger 

potential customer base than in Fiji (0.87m) and Samoa (0.193m). However, 

this could also mean that there are significantly more established competitors 

in New Zealand. 

 The World Bank’s Ease of Doing Business makes expanding to NZ an 

obvious choice (as it is ranked first in the world). Trying to do business in 

Samoa (ranked 89th) and Fiji (ranked 97th) seems unpromising and far more 

difficult. 



 The corporate tax rate in NZ is the highest (28%), although only slightly 

higher than that in Samoa (27%). Based on this measure, Fiji is the best 

option as the government only takes 20% from a firm’s profits. 

 Similarly, income tax is lowest in Fiji, meaning people have a higher 

disposable income (so can buy more goods and services, including coffee). 

However, in absolute terms, the average New Zealander earns significantly 

more than the average Fijian, despite it higher rate of personal income tax. 

 New Zealand has a much higher rate of sales tax, suggesting that customers 

would pay a higher price for coffee. This could put off some customers. 

 The case study mentions that considerable profits could be earned by selling 

to New Zealand (line 70), whereas the market research suggests only some 

profit potential in Fiji and Samoa (line 69). 

 However, more information would be useful in order to address this 

questions, e.g. the financial costs of forming a joint venture, strategic alliance 

or franchise in each of these 3 countries. 

 Accept any other valid recommendation that is justified. 

 

Note: there is no need for students to use all of the economic data in Table 1. 

 

 

For a purely theoretical answer, or one without effective use of the case study 

material, award a maximum of [4 marks]. 

 

Award a maximum of [5 marks] if the answer is unbalanced or lacks depth of 

discussion. 

 

Award a maximum of [6 marks] if there is use of the data in both Table 1 and the 

case study but the discussion lacks some depth of discussion. 

 

Award a maximum of [8 marks] if there is good use of the data in Table 1 and 

application of the case study material, but there are no clear or justified 

recommendations. 

 

For the full [10 marks], there is effective use of the data in Table 1 and the case 

study, with a clear and balanced discussion of the recommendation to sell JAC coffee 

in Fiji, Samoa or New Zealand. 
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SECTION A 

 

 

Answer two questions from this section. 

 

 

1. (a) Outline two features of a private limited company (line 1) as a form of 

business ownership. [4 marks] 

   

 (b) Explain the advantages for Utopia of internal growth (line 51) rather than 

external growth. [6 marks] 

 

 

 

2. (a) In the context of Utopia, distinguish between management and 

leadership. [4 marks] 

   

 (b) Explain two advantages and one disadvantage of contingency planning 

(line 50) for Utopia. [6 marks] 

 

 

 

3. (a) Define the following terms:  

   

  (i) entrepreneur (line 1). [2 marks] 

   

  (ii) customized produced (line 59). [2 marks] 

   

 (b) Prepare a full SWOT analysis for Utopia. [6 marks] 

 

 

 

 

 

There is no additional information in this mock exam paper for Section A. 
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SECTION B 

 

 

Answer the following question. 

 

4. Liza’s quantitative research was presented to John and Paul, showing the likely outcomes 

of the proposed investments in Fiji, Samoa and New Zealand. The data are based on 

forecasts of the economic conditions in these countries. 

 

Option 
Economic 

conditions 
Probability 

Forecast revenue 

(US$) 

Cost 

(US$) 

Fiji 

Improve 50% $110,000 

$60,600 Unchanged 30% $70,000 

Worsen 20% $10,000 

New Zealand 

Improve 60% $190,000 

$90,800 Unchanged 30% $110,000 

Worsen 10% $40,000 

Samoa 

Improve 40% $100,000 

$50,300 Unchanged 30% $70,000 

Worsen 30%  ($10,000) 

 

Liza’s qualitative research revealed that New Zealand already has a large number of well-

established coffee chains. JAC would need to compete with global giants such as Starbucks, 

Tully’s Coffee, Gloria Jean’s Coffees, Caribou Coffee and McDonald’s McCafé. Most of 

these firms buy at least some of their coffee beans from Brazil, the world’s largest coffee 

producer. Brazil has around 10,000 square miles of land dedicated to growing about a third 

of the world’s coffee bean output, so its customers (such as Starbucks) are able to benefit 

from huge economies of scale. 

 

Given Utopia’s financial loss and the desire to minimise risks of external growth, John is 

only prepared to consider expanding to one of these markets. 

 

(a) Define the term economies of scale. [2 marks] 

  

(b) In the context of Utopia and JAC, distinguish between qualitative 

and quantitative market research. [4 marks] 

  

(c) Explain why brand loyalty (line 43) is important for Utopia and JAC. [4 marks] 

  

(d) Use the data above to construct a decision tree, and apply the 

outcome with information in the case study to recommend which 

country JAC should expand to. [10 marks] 
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SECTION C 

 

Answer the following question. 

 

5. Utopia, 4 months later… 

 

John Ariki has considered the proposals from Paul and Liza. He has rejected the idea of 

producing 3D printed souvenirs as he feels there are better options for growth, especially as 

the service has been untested. 

 

John has conducted research regarding expansion of Utopia into the ecotourism industry. 

This would align well with Utopia’s values and social responsibilities. Ecotourism focuses 

on tourism that is socially responsible to the natural environment and ecosystems, such as 

the conservation of natural habitats and wildlife. It is about making visits to Utopia and Ratu 

sustainable, whilst allowing visitors to enjoy the unique and exotic natural surroundings of 

the island. John would like to expand his coffee education service and allow tourists to buy 

the coffee they personally grind. He also believes ecotourism will provide Utopia with 

visitors all year round. 

 

After the natural disaster in 2016, many of Utopia’s workers had to look for jobs somewhere 

else or started their own businesses. Some were unable to find jobs elsewhere, so John feels 

expansion into ecotourism could create employment opportunities in the local community. 

 

John is still considering Liza’s proposal to expand in overseas markets. However, he feels 

that JAC cannot compete on both price and quality. Having always had pride in the quality 

of the coffee served at Utopia and JAC, John suggested offering the best Aora coffee at a 

premium price of $12 per cup and adding value to the overall customer experience. Paul is 

in support of this idea, but Liza is concerned that selling coffee drinks at such a high price 

will be unsuccessful in markets dominated by large multinational coffee chains. 

 

 

Item 1 – Coffee prices (US cents per pound, Jan 2007 – Jan 2017) 

 

Factors affecting coffee prices include: 

 

 Currency fluctuations 

 Weather conditions 

 Supply chain efficiency (as this impacts 

on costs of production) 

 Available supply of coffee beans 

 Demand for coffee 

 

 

 
Source: 

www.nasdaq.com/markets/coffee.aspx?timeframe=10y 

 

 

 

(This question continues on the following page) 

http://www.nasdaq.com/markets/coffee.aspx?timeframe=10y
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Item 2 – Economic data for selected countries (January 2017): 

 

 Fiji Samoa NZ 

Economic growth (GDP growth 

rate) 
4.2% 1.63% 1.1% 

Unemployment rate 7.9% n/a 4.9% 

Inflation rate 3.9% 0.8% 0.4% 

GDP per capita (USD) $4,042 $3,641 $36,464 

Population 0.87 million 0.193 million 4.6 million 

Ease of Doing Business ranking# 97th 89th 1st 

Corporate tax rate 20% 27% 28% 

Personal income tax rate 20% 27% 33% 

Sale tax rate 9% n/a 15% 

 
Adapted from www.tradingeconomics.com/ and Central Bank of Samoa (www.cbs.gov.ws/) 
# World Bank Group’s annual ranking of countries – a low numerical value indicates a higher ranking due 

to simpler regulations for doing business and stronger protection of property rights. 

 

Note: n/a = data not available 

 

 

 

Using the case study and the additional information in Section B and 

Section C, recommend which growth option(s) John Ariki should choose 

for Utopia and JAC. [20 marks] 

 

 

 

 

 

 

 

 

http://www.tradingeconomics.com/
http://www.cbs.gov.ws/
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TEACHERS’ NOTES 

 

 These are suggested answers only 

 Teachers should use their professional judgment in awarding answers that may not be included 

in this mark scheme 

 The data included in Section B are correct at the time of writing. Nevertheless, it is provided 

for illustrative purposes only, in order to give students practise for the final examinations in 

May 2017 

 The additional information in Section C is for illustrative purposes only, again to give students 

examination practise. The data included in Section C are correct at the time of writing. 

  



 

SECTION A 

 

 

1. (a) Outline two features of a private limited company (line 1) as a form of business 

ownership. [4 marks] 

 

Key features include the following points: 

 

 Shares in a private limited company cannot be bought by the general public, 

i.e. shares can only be sold with the approval of existing shareholders 

(currently only John Ariki). 

 In theory, the company should be able to raise more capital than a sole trader 

or partnership as it has greater access to capital markets and investors. 

 Shareholders have limited liability, i.e. they cannot lose more than the value 

of their investment in the company if it defaults. 

 Shareholders of the company have part ownership of the business so are 

entitled to a share of any dividends distributed by the firm. 

 As co-owners of the company, shareholders have voting rights based on the 

number of shares they own. 

 The private limited company needs to prepare and publish its final accounts – 

this is a legal requirement and the accounts need to be checked and audited 

(approved) by an independent chartered accountant. 

 The company must have at least one shareholder and director (who can be the 

same person), plus a company secretary (who does not have to be a 

shareholder). 

 Many private limited companies are family-owned businesses, such as 

Utopia, as there is less risk of a hostile takeover. 

 Accept any other relevant feature of private limited companies. 

 

 

Mark as 2 + 2. 

 

Award [1 mark] for each correct key feature identified, and [1 mark] for the 

development of each of these key features in the context of Utopia, up to a maximum 

of [2 marks] per feature. 

 

 

 

 (b) Explain the advantages for Utopia of internal growth (line 51) rather than 

external growth. [6 marks] 
 

Internal growth (also known as organic growth) occurs when a business expands 

using its own resources to increase the scale of its operations. 

 

External growth (also known as inorganic growth) is the expansion of an 

organization using third parties, such as through a strategic alliance, joint venture or 

franchise. 

 

  



 

John Ariki was against the use of external investors to help finance the growth of his 

businesses. Some of the advantages of internal growth: 

 

 John is able to retain better control of Utopia. 

 The business is easier to manage and coordinate as there are no external 

partners to deal with (unlike the case of strategic alliances, joint ventures and 

franchising). 

 John is able to retain profits earned by Utopia without having to distribute a 

proportion of this to investors and partners. 

 External growth would entail higher costs, with more potential problems 

(such as culture clashes) that come with franchising, strategic alliances and 

joint ventures. 

 Accept any other relevant advantage of internal growth that is explained in 

the context of Utopia. 

 

Note: Explanations should consider at least two advantages.  

 

Award a maximum of [2 marks] if only one advantage is explained or there is very 

little, if any, application. 

 

Award a maximum of [4 marks] if the response lacks depth but at least two 

advantages are covered. Application might be weak in some areas. 

 

Award [6 marks] if the explanation of at least two advantages has depth and the 

response is applied well to Utopia. 

 

 

 

2. (a) In the context of Utopia, distinguish between management and leadership. 

 [4 marks] 

 

Management encompasses several roles which include planning, commanding, 

controlling, coordinating and organising human and capital resources to achieve 

organizational aims and objectives. Managers focus on problem-solving and 

decision-making so that goals can be achieved within a set time frame. They are task-

oriented. Paul and Liza are managers at JAC. 

 

Leadership is the art of influencing, inspiring and motivating others to accomplish a 

common goal. It plays a key role in an organization and involves setting a clear 

vision and direction for others to follow. There are various ‘styles’ of leadership, 

although all leaders take on a degree of risk and drive the strategic vision of their 

organization. They are people-oriented, spending much of their time building 

professional relationships. John is described as a paternalistic leader. Whereas Paul 

and Liza perform functions to reach JAC’s organizational goals, John is the one who 

sets and establishes the values, vision and strategic direction of the organization. 

 

Accept any other relevant distinction written in the context of the case study. 

 

 

  



 

Award up to [2 marks] for an answer that shows some understanding of the two 

terms, although the answer may lack a clear distinction or appropriate use of 

examples. 

 

Award up to [4 marks] for an answer that shows good understanding of the two 

terms, with a clear distinction and/or appropriate use of examples from the case 

study. 

 

 

 (b) Explain two advantages and one disadvantage of contingency planning (line 50) 

for Utopia. [6 marks] 

 

Contingency plans are the proactive policies and procedures designed to deal with a 

crisis (emergency) to ensure the continuity of the business. Following the natural 

disaster on the island in 2016, John Ariki decided to create a contingency plan based 

on costs, time, risks and safety. 

 

Advantages of contingency planning include: 

 

 Establishes procedures to deal with a crisis, should it occur, by anticipating 

‘what if’ scenarios and planning accordingly to deal with these. 

 Helps the organization to be better prepared should the crisis occur for real, 

such as the outbreak of a fire at the resort (the villas seem to be very 

vulnerable to a fire). 

 Having well thought out plans can help Utopia to avoid potentially high costs 

of dealing with a crisis, such as lawsuits or bad publicity that comes with a 

case of food poisoning, for example. 

 It is based on the notion that the safety of people (such as employees, 

customers and managers) must come as the top priority. 

 

Disadvantages of contingency planning include: 

 

 Contingency planning can be costly to an organization, as it requires 

management time. Money is also needed to train staff to handle a range of 

different emergency scenarios. For Utopia, it is highly likely that the staff 

will need regular health and safety training, for example. 

 There may be a huge opportunity cost in spending a lot of time and money on 

preparing for an event (such as a second natural disaster) that may never 

materialise. 

 Similarly, contingency plans may not cover all possible scenarios as they are 

unforeseeable. 

 

Accept any other relevant advantage or disadvantage written in the context of the 

case study. 

 

Mark as 2 + 2 + 2. 

 

Award [1 mark] for each valid advantage or disadvantage identified, and [1 mark] 

for the development of each of these arguments. Award up to [4 marks] for the 

advantages and [2 marks] for the disadvantage. 

 

  



 

3. (a) Define the following terms: 

 

(i) entrepreneur (line 1) [2 marks] 

 

An entrepreneur is someone who bears the financial risks of starting and managing a 

business or a commercial venture. The entrepreneur can develop new ideas or find a 

new way of offering an existing product. John Ariki is the entrepreneur behind 

Utopia and JAC. He assumes the financial risks and rewards of running these 

businesses. 

 

 

Award [1 mark] for a description that shows some understanding of the term or an 

answer that shows no application to the Utopia case study. 

 

Award [2 marks] for an answer with a clear definition of ‘entrepreneur’, with clear 

application to the Utopia case study. 

 

 

 (ii) customized produced (line 59). [2 marks] 

 

Also known as job production, customized production is a method of production 

which involves the manufacturing of unique or one-off orders catered to the needs of 

individual customers. Paul Ariki is proposing the use of 3D printing to produce 

customized souvenirs to further develop the Utopia brand. 

 

 

Award [1 mark] for a description that shows some understanding of customized 

production or an answer that shows no application to the Utopia case study. 

 

Award [2 marks] for an answer with a clear definition of customized production, 

with clear application to the Utopia case study. 

 

 

 

 (b) Prepare a full SWOT analysis for Utopia. [6 marks] 

 

A SWOT analysis provides a framework for decision makers to consider factors in 

both the internal and the external business environment that affect business 

operations. The internal factors can be classified as either strengths or weaknesses 

within the organization. The external factors can be classified into opportunities or 

threats. 

 

Note: the question refers to Utopia, so references to JAC are not required. 

 

 

Strengths could include the following: 

 

 As the sole shareholder of Utopia, John Ariki can make swift decisions and 

has total autonomy. 

 Utopia is a private limited company (line 1), so the owner benefits from 

limited liability. 



 

 Utopia offers a once-in-a-lifetime experience for tourists (line 3), with its 

luxury villas and exceptional level of comfort and service (line 4). 

 The company has frequent visitors who are film stars (line 3). 

 Utopia is positioned as a unique experience for tourists in the Pacific Islands 

(lines 3 – 4). 

 Utopia relies on word of mouth promotion (line 6), which is literally free of 

charge. 

 Utopia uses a just-in-time system for obtaining the ingredients for the meals 

served at its villas (lines 14), which enables the firm to be lean (efficient) and 

to serve fresh, quality meals. It also uses JIT for its award-winning coffee 

from Aora (line15). 

 Utopia sells ethically produced fair trade coffee (line 17). 

 Utopia is set in a beautiful location (line 19). 

 The three pillars of the (famous) Utopia brand are: its location, the local 

craftsmen and materials, and the local food and coffee (lines 19 – 21). 

 Utopia is successful in selling Aora coffee (line 22). 

 Utopia is financed by internal sources, so there are fewer financial liabilities 

for the business. 

 John Ariki has a hands-on approach to his business as he does not want to 

compromise the vision and social responsibility of Utopia (lines 57 – 58). 

 

 

Weaknesses could include the following: 

 

 Utopia buys coffee from Aora at much higher prices than coffee suppliers in 

Indonesia and Papua New Guinea (lines 16 – 17) and other alternative 

suppliers; this could result in lower profit margins and/or higher prices being 

charged. 

 Similarly, Utopia’s costs of buying coffee are well above market prices 

determined on commodity markets (line 19). 

 It has recently faced liquidity issues due to the substantial fall in bookings 

(line 48). 

 Utopia has recorded its first ever financial loss (line 49). 

 The higher than expected costs of rebuilding Utopia in 2016 (lines 76 – 77) 

also harmed its profits and liquidity. 

 

Opportunities could include: 

 

 Greater marketing opportunities to exploit, e.g. the growing use of social 

media, rather than relying on word of mouth promotion (line 6). 

 Wider opportunities to use skilled local craftsmen (lines 10 – 11), which 

reflect the culture of the Pacific Islands (lines 11 – 12). 

 Opportunities to work with external stakeholders to expand Utopia’s capacity 

(lines 12 – 13). 

 Coffee growers in Indonesia and Papua New Guinea can offer their best 

coffee at a much lower price (lines 15 – 16) than suppliers in Aora. 

 Opportunities for Utopia to contribute to the local community (lines 38 – 39). 

 Business opportunities beyond a local level (line 42). 

 External stakeholders could be involved to raise finance (line 52). 

 Opportunities for new revenue streams (line 55). 

 The prospect of selling 3D printed souvenirs to develop the Utopia brand 

(lines 59 – 60), with high profit margins (lines 61 – 62). 



 

 Market research reveals that some profit can be earned in Fiji and Samoa and 

considerable profit in New Zealand (lines 69 – 70). 

 Improved internet connections and technology can help to reduce the costs of 

3D printing processes (lines 60 – 61). 

 Growth opportunities through strategic alliances, joint ventures or franchising 

(lines 74 – 75). 

 Greater opportunities to embrace internet technologies, e.g. Utopia can use 

software apps such as Twitter, Facebook, TripAdvisor.com and LinkedIn. 

 Growth through alternative sources of (external) finance (line 79). 

 

 

Threats could include: 

 

 The possibility of another natural disaster (line 46) on the island of Ratu. 

 The natural disaster of 2016 threatens Utopia’s long-term viability (lines 55 – 

56). 

 High fixed costs of 3D printing equipment (line 62). 

 High risks of getting involved in providing an untested printing service (line 

65). 

 Risk of some people perceiving the 3D-printed souvenirs as inauthentic or 

cheap, thereby reducing Utopia’s brand value (lines 65 – 66). 

 Utopia could become vulnerable as a takeover target or face intense rivalry, 

perhaps by large global competitors, e.g. Utopia’s success might attract the 

attention of rivals such as Four Seasons (the luxury hotel group). 

 

 

Award a maximum of [2 marks] if a SWOT analysis is provided without any 

explanation or application to Utopia. 

 

Award a maximum of [4 marks] if the response lacks depth in the explanation. The 

SWOT analysis may be incomplete. 

 

Award up to [6 marks] if the response is thorough and the SWOT analysis is 

competently applied to Utopia. 

  



 

SECTION B 

 

 

4. (a) Define the term economies of scale. [2 marks] 
 

Economies of scale refers to the cost-saving benefits enjoyed by an organization due 

to its larger scale of operation. It is shown by a fall in unit (average) costs of 

production associated with an increase in output. For example, large coffee retailers 

such as Starbucks can reduce their unit costs by buying their coffee beans in bulk, by 

using the latest technologies to raise productivity, and gaining easier access to low-

cost finance. 

 

Candidates are not expected to word their definition exactly as above. 

 

Award [1 mark] for a definition that only demonstrates partial understanding. 

 

Award [2 marks] for a definition that demonstrates clear understanding of 

economies of scale. 

 

 

 

 (b) In the context of Utopia and JAC, distinguish between qualitative and 

quantitative market research. [4 marks] 

 

Qualitative research involves the collection of primary and/or secondary market 

research data and information based on the attitudes, beliefs and opinions of Utopia’s 

and JAC’s customers. It is about finding out what they think and why they think it. 

The research is subjective, so open to a high degree of interpretation. Such research 

often involves the use of face-to-face interviews and focus groups. It is often used to 

test reactions and get feedback in order to refine Utopia’s strategy. 

 

Quantitative research involves the collection of primary and/or secondary market 

research data and information that are numerical and measureable. It is used to 

quantify the attitudes, opinions and beliefs of customers of Utopia and JAC, and to 

generate statistically valid market research findings. Examples include the use of 

closed questions (such as ‘true or false’ or ‘yes or no’ questions), and multiple choice 

options. It is objective, so is less prone to varying interpretations. 

 

Accept any other relevant distinction made between quantitative and qualitative 

market research. 

 

 

Award up to [2 marks] for an answer that shows some knowledge of the difference 

between quantitative and qualitative market research. The answer may lack clear 

application to Utopia and JAC. 

 

Award up to [4 marks] for an accurate answer that shows good knowledge of the 

difference between quantitative and qualitative market research. The answer is 

competently applied to Utopia and JAC. 

 

 

  



 

 

 (c) Explain why brand loyalty (line 43) is important for Utopia and JAC. [4 marks] 

 

Brand loyalty measures the extent to which the customers of Utopia and JAC make 

repurchases over time, rather than buy from rival firms. Strong brand loyalty exists 

when customers are committed to a certain brand and make repeat purchases time 

and time again. 

 

Advantages of brand loyalty could include: 

 

 Higher prices can be charged, due to the perceived greater value for money. 

This ensures Utopia and JAC have higher profit margins. 

 Brand loyalty gives Utopia and JAC competitive advantages over their local 

and global rivals due to devoted customers who make repurchases, e.g. 

frequent visitors to Utopia are film stars (line 3). 

 Brand loyalty can encourage word-of-mouth recommendations by customers. 

This is important for Utopia as it relies heavily of WOM promotion (line 6). 

 Strong brand loyalty can discourage potential rivals from entering the 

industry. 

 

Accept any other relevant explanation, written in the context of Utopia or JAC. 

 

 

Award up to [2 marks] for showing some understanding of why brand loyalty is 

important, but the answer might lack clear application to Utopia and JAC. 

 

Award up to [4 marks] for showing good understanding of why brand loyalty is 

important, and the answer demonstrates clear application to Utopia and JAC. 

 

 

  



 

(d) Use the data above to construct a decision tree, and apply the outcome with 

information in the case study to recommend which country JAC should expand 

to. [10 marks] 

 

 
 

 

Option 
Economic 

conditions 
Probability 

Forecast 

revenue 

(US$) 

Cost 

(US$) 

Probable 

outcome 

(US$) 

EMV 

Fiji 

Improve 50% $110,000 

$60,600 

$55,000 $78,000 – 

$60,600 =  

 

$17,400 

Unchanged 30% $70,000 $21,000 

Worsen 20% $10,000 $2,000 

New 

Zealand 

Improve 60% $190,000 

$90,800 

$114,000 $151,000 – 

$90,800 = 

 

$60,200 

Unchanged 30% $110,000 $33,000 

Worsen 10% $40,000 $4,000 

Samoa 

Improve 40% $100,000 

$50,300 

$40,000 $58,000 – 

$50,300 = 

 

$7,700  

Unchanged 30% $70,000 $21,000 

Worsen 30% ($10,000) ($3,000) 

 

 

($90,800

) 

New Zealand 

$110,000 (0.3) 

$4,000 
$40,000 (0.1) 

$33,000 

$10,000 (0.2) 
$2,000 

$110,000 (0.5) 

$190,000 (0.6) 

A 

B 
Fiji 

$58,000 –  $50,300 = $7,700 
Samoa 

$78,000 –  $60,600 = $17,400 

$55,000 

($60,600) 

$151,000 –  $90,800 = $60,200 

D 

C 

Improve 

Unchanged 

$70,000 (0.3) 
$21,000 

Worsen 

Improve 
$114,000 

Unchanged 

Worsen 

Improve 

($50,300) 

$100,000 (0.4) 
$40,000 

Unchanged 

$70,000 (0.3) 
$21,000 

Worsen 

($10,000) (0.3) 
$(3,000) 



 

A decision tree is a quantitative decision-making and planning tool, designed to 

simplify complex decisions in an objective way. As a visual tool, it can help John, 

Paul and Liza to make rational decisions by considering the probable outcomes of 

certain decisions, such as whether to expand to Samoa, Fiji or New Zealand. 

 

Students should explain how the use of a decision tree might help Utopia to decide 

whether to pursue a market development strategy in Fiji, Samoa or New Zealand 

(lines 67 – 68), in the context of the pre-seen stimulus in the case study. For 

example: 

 

 All three markets present opportunities to earn more profit for the 

organization (Samoa @ $7,700, Fiji @ $17,400 and New Zealand @ 

$60,200). 

 The decision tree clearly confirms Liza’s market research that considerable 

profits could be earned by expanding to New Zealand (lines 69 – 70). 

 The return on investment (ROI) for Fiji is 28.7% ($17,400 / $60,600), for 

Samoa it is only 15.3% and for New Zealand it is 66.3% – clearly, the best 

investment option based on calculating the ROI. 

 In addition, economic conditions in New Zealand have a higher probability of 

improving (60%) compared with the likelihood in Fiji (50%) and Samoa 

(40%). 

 However, the validity of the outcomes is only as good as the quality of the 

quantitative data collected to calculate the probable outcomes; after all, these 

are only estimated figures. 

 Also, New Zealand already has a large number of well-established coffee 

chain, so JAC might struggle to compete with multinational giants such as 

Starbucks and McCafé. This is particularly the case as the MNCs benefit 

from brand awareness and economies of scale. 

 In addition, qualitative factors are ignored, e.g. the different corporate laws, 

regulations and cultures that exist in these three markets have not been 

considered. 

 

 Accept any other relevant and substantiated discussion point. 

 

 

For a purely theoretical answer, or one without effective use of the case study 

material, award a maximum of [4 marks]. 

 

Award a maximum of [5 marks] if the answer is unbalanced or only shows a well-

constructed decision tree without any discussion. 

 

Award a maximum of [8 marks] if there is a well-constructed and accurate decision 

tree, but the discussion lacks depth. 

 

Award up to [10 marks] if there is effective use of the additional information, an 

accurate and well-constructed decision tree, and a balanced discussion of the three 

growth options. 

  



 

SECTION C 

 

 

Answer the compulsory question from this section. 

 

 

5. Using the case study and the additional information in Section B and Section C, 

recommend which growth option(s) John Ariki should choose for Utopia and JAC.

 [20 marks] 

 

 Students may take a range of different approaches in addressing this question. The content 

below is a suggestion only of what responses might include. 

 

Discussions of arguments in favour of market development in Fiji, Samoa or New Zealand 

might include: 

 

 Fiji has the highest economic growth rate (4.2%), suggesting better economic 

prospects for customers in Fiji. This means they may purchase more goods and 

services, including JAC coffee. 

 However, the unemployment rate in Fiji is higher (7.9%) than the rate in New 

Zealand (4.9%), which suggests lower incomes for many more people there. 

 Fiji’s inflation rate (3.9%) is much higher than that of Samoa’s (0.8%) and NZ’s 

(0.4%). Higher inflation means average prices of goods and services are rising, 

which can reduce the demand for Aora coffee. There is greater price stability in the 

other two locations. 

 The average person in NZ is significantly wealthier ($36,464 per year) than the 

average Samoan ($3,641) or Fijian ($4,042). Hence, New Zealanders are, on average, 

more able to purchase Aora coffee. 

 The considerably higher population in NZ (4.6 million) means a much larger 

potential customer base than in Fiji (0.87m) and Samoa (0.193m). However, this 

could also mean that there are significantly more established competitors in New 

Zealand (as suggested in Section B). 

 The World Bank’s Ease of Doing Business makes expanding to NZ an obvious 

choice (as it is ranked first in the world). Trying to do business in Samoa (ranked 

89th) and Fiji (ranked 97th) seems unpromising and far more difficult. 

 The corporate tax rate in NZ is the highest (28%), although only slightly higher than 

that in Samoa (27%). Based on this measure, Fiji is the best option as the government 

only takes 20% from a firm’s profits. 

 Similarly, income tax is lowest in Fiji, meaning people have a higher disposable 

income (so can buy more goods and services, including coffee). However, in 

absolute terms, the average New Zealander earns significantly more than the average 

Fijian, despite it higher rate of personal income tax. 

 New Zealand has a much higher rate of sales tax, suggesting that customers would 

pay a higher price for coffee. This could put off some customers. 

 The case study mentions that considerable profits could be earned by selling to New 

Zealand (line 70), whereas the market research suggests only some profit potential in 

Fiji and Samoa (line 69). 

 However, more information would be useful in order to address this questions, e.g. 

the financial costs of forming a joint venture, strategic alliance or franchise in each of 

these 3 countries. 



 

 The outcome of the decision tree (Section C) clearly suggests that New Zealand is 

the best option for a market development strategy, with a forecast 66.3% return on 

investment (compared with 28.7% for Fiji and 15.3% for Samoa). 

 The success of market development also depends on external factors that affect 

coffee prices (Item 1), such as weather conditions and the efficiency of supply chains 

in overseas markets. 

 However, there is already a large number of well-established coffee chains in New 

Zealand, such as Starbucks, Tully’s Coffee, Gloria Jean’s Coffees, Caribou Coffee 

and McCafé. JAC might find it difficult to compete, especially with its preference to 

charge premium prices (he is proposing a $12 cup of coffee) whilst existing firms 

benefit from economies of scale from suppliers in Brazil (and hence the ability to 

charge lower prices). 

 

 

Arguments in favour of ecotourism might include: 

 

 This growth strategy would align well with Utopia’s values and its social 

responsibilities (line 58), such as job creation in the local community and its 

preference to use fair trade Aora coffee at Utopia and JAC. 

 Utopia can expand into ecotourism on the island by focusing on conservation of 

natural habitats and wildlife on Ratu. Again, this aligns well with its vision and 

social responsibilities. 

 The risks of expanding into ecotourism are minimal as JAC is already an important 

tourist activity in the region (line 27). 

 John believes ecotourism will provide Utopia with visitors all year round, which will 

help with the company’s cash flow position. 

 Targeting ecotourists would enable Utopia to gain extra revenue from a new market 

segment (instead of targeting only wealthy clients, such as film stars). 

 Ecotourism would be less risky than market development in Samoa, Fiji or New 

Zealand. In addition to the lower costs, John and his family are far more familiar 

with operations at home on Ratu. This related diversification strategy would enable 

Utopia to provide a new service (ecotourism) to new markets. 

 

The final decision of which growth option(s) to pursue will depend on a number of 

quantitative and qualitative factors, such as: 

 

 John’s overall attitude to risk, including his willingness to take on the risks of 

external growth. 

 John’s ability to decentralise and allow Paul and Liza to manage JAC with 

autonomy. 

 The available funds to Utopia and JAC to implement the growth option(s); this 

largely depends on John’s willingness to accept offers from external investors. 

 The financial health of the company based on its balance sheet, e.g. what is the state 

of its finances following the natural disaster on Ratu last year? 

 Consideration of other decision-making tools such as investment appraisal or break-

even analysis. 

 Accept any other relevant response that is substantiated. 

 

Note – a recommendation that a decision cannot be made due to lack of information (e.g. no 

balance sheet or investment appraisal) can be regarded as a decision if the argument is well 

supported. 



 

Awarding the 20 marks (from pages 65 – 68 of Business Management Guide) 

 

There are 5 assessment criteria for Section C:  

 

Criterion A: Knowledge and understanding of tools, techniques and theories  

Criterion B: Application  

Criterion C: Reasoned arguments  

Criterion D: Structure  

Criterion E: Individual and societies 

 

 

Criterion A: Knowledge and understanding of tools, techniques and theories 

This criterion addresses the extent to which the candidate demonstrates knowledge and 

understanding of relevant business management tools, techniques and theories, as stated 

and/or implied by the question. This includes using appropriate business management 

terminology. 

 

Marks Level descriptor 

0 The work does not reach a standard described by the descriptors below. 

1 Superficial knowledge of relevant tools, techniques and theory is demonstrated. 

2 Satisfactory knowledge and understanding of relevant tools, techniques or 

theories is demonstrated. 

3 Good knowledge and understanding of relevant tools, techniques and theories 

is generally demonstrated, though the explanation may lack some depth or 

breadth. 4 Good knowledge and understanding of relevant tools, techniques or theories is 

demonstrated. 

 

 

Criterion B: Application 

This criterion addresses the extent to which the candidate is able to apply the relevant business 

management tools, techniques and theories to the case study organization. 

 

Marks Level descriptor 

0 The work does not reach a standard described by the descriptors below. 

1 The relevant business management tools, techniques and theories are connected 

to the case study organization, but this connection is inappropriate or superficial. 

2 The relevant business management tools, techniques and theories are 

appropriately connected to the case study organization, but this connection is not 

developed. 3 The relevant business management tools, techniques and theories are generally 

well applied to explain the situation and issues of the case study organization, 

though the explanation may lack some depth or breadth.  Examples are provided. 

4 The relevant business management tools, techniques and theories are well applied 

to explain the situation and issues of the case study organization. Examples are 

appropriate and illustrative. 

 

  



 

Criterion C: Reasoned arguments 
This criterion assesses the extent to which the candidate makes reasoned arguments. 

This includes making relevant and balanced arguments by, for example, exploring different 

practices, weighing up their strengths and weaknesses, comparing and contrasting them or 

considering their implications, depending on the requirements of the question. It also 

includes justifying the arguments by presenting evidence for the claims made. 

 

Marks Level descriptor 

0 The work does not reach a standard described by the descriptors below. 

1 Statements are made but these are superficial. 

2 Relevant arguments are made but these are mostly unjustified. 

3 Relevant arguments are made and these are mostly justified. 

4 Relevant, balanced arguments are made and these are well justified. 

 

 

Criterion D: Structure 
This criterion assesses the extent to which the candidate organizes his or her ideas with 

clarity, and presents a structured piece of writing comprised of: 

 

 an introduction 

 a body 

 a conclusion 

 fit-for-purpose paragraphs. 

 

Marks Level descriptor 

0 The work does not reach a standard described by the descriptors below. 

1 Two or fewer of the structural elements are present, and few ideas are clearly 

organized. 

2 Three of the structural elements are present, or most ideas are clearly organized. 

3 Three or four of the structural elements are present, and most ideas are clearly 

organized. 

4 All of the structural elements are present, and ideas are clearly organized. 

 

 

Criterion E: Individual and societies 
This criterion assesses the extent to which the candidate is able to give balanced 

consideration to the perspectives of a range of relevant stakeholders, including individuals 

and groups internal and external to the organization. 

 

Marks Level descriptor 

0 The work does not reach a standard described by the descriptors below. 

1 One individual or group perspective is considered superficially or inappropriately. 

2 One relevant individual or group perspective is considered appropriately, or two 

relevant individual or group perspectives are considered superficially or 

inappropriately. 

3 At least two relevant individual or group perspectives are considered appropriately. 

4 Balanced consideration is given to relevant individual and group perspectives. 

 

 

 

 




