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The solutions in this document are published byoteting Technicians Ireland. They are intended to
provide guidance to students and their teacheerdaty possible answers to questions in our
examinations.

Although they are published by us, we do not nerédgsendorse these solutions or agree with thevsie
expressed by their authors.

There are often many possible approaches to tii@olof questions in professional examinations. It
should not be assumed that the approach adoptadsa solutions is the ideal or the one prefergedsb
Alternative answers will be marked on their own itser

This publication is intended to serve as an edanatiaid. For this reason, the published solutigitls
often be significantly longer than would be expdatéa candidate in an examination. This will be
particularly the case where discursive answersnaaved.

This publication is copyright 2014 and may not éproduced without permission of Accounting
Technicians Ireland.

© Accounting Technicians Ireland, 2014.
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Paper: BUSINESS MANAGEMENT
Thursday 18 May 2014 — 9.30 a.m. to 12.30 p.m.

INSTRUCTIONS TO CANDIDATES
Answer FOUR questions in total. QUESTION 1 IN SECTON A IS COMPULSORY AND MUST BE
ANSWERED. Answer ANY THREE questions in Section B.If more than the required number of
guestions is answered, then only that number, in thorder filed, will be corrected.
Candidates should allocate their time carefully.

Answers should be illustrated with examples, wherappropriate.

Question 1 begins on page 2 overleaf.
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SECTION A

Answer QUESTION 1 (Compulsory) in this Section

QUESTION 1 (Compulsory)

You are the marketing executive at the Irish He#ftt®of a major international telecommunicatiomsup that
is a leading manufacturer and distributor of mob#enart phones throughout Ireland and the worklpart of a
review of its worldwide operations the group wishe®btain a deeper understanding of the major gdsithat
have taken place in its various markets in receaty. The PESTLE model has been chosen as thewaikne
for engaging in this analysis.

You have been requested to undertake a PESTLE sasalfychanges that have taken place in_the Irighkist
for these devices in recent years.

You are required to:

€) Prepare a short report for the Head of Mankgith the Irish subsidiary on the following matters

0] Describe_THREEelements of the PESTLE model and outline TW@ys in which it differs
from Porters Five forces model.
10 Marks
(i) Using the PESTLE model, identify and describe FOlRcro environmental influences that

have had a major impact on the market for mobgenart phones in Ireland over the last five
years, giving reasons in support of your answer.
10 Marks

(b)  “Developments in Mobile / Smart phone techgglbave much to offer the prospective marketer /
advertiser”.

Do you agree? Give TW@asons in support of your answer.

5 Marks
Total 25Marks

SECTION B

Answer any THREE of the six questions in this Seain

QUESTION 2
(a) “Fiedler’s theory suggests there is no oné stgte of leadership”.
Describe in detail Fiedler’'s Contingency Theofy.eadership.
10 Marks
(b) Explain what is meant by a matrix form of angational structure. Outline TW®enefits and TWO
limitations of this form of structure.
10 Marks
(c) “Plans are a prerequisite for control”. OwtlifWOtensions that may arise when trying to use plans a
a basis for control.
5 Marks

Total 25Marks
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QUESTION 3

(@ “Understanding what stage of the cycle a pcodu service is at means that an organisatio
marketing strategy accordingly”.

(i) Describe any FOURtages of the product life cycle for a typicalguwot.

6 Marks
(i) Explain TWO ways in which knowledge of the product life cyblelps managers make important
decisions in relation to marketing strategy. Usaneples to support your answer.
7 Marks

(b)  “An understanding of a buyer's needs and wasitef paramount importance in strategic marketing
design”.

Describe what is meant by market segmentation apthia the benefits of market segmentation as a
strategy to a firm / brand. Use examples to supypmst answer.
12 Marks
Total 25 Marks

QUESTION 4

€) Explain the distinction between intrinsic andrinsic motivational factors, giving examplessimpport of
your answer. Suggest how the recent recession may impacted on the relative importance of each
category of motivational factor.
10 Marks

(b)  “Any situation at any time is not static bsitsubject to the interplay of a series of countiéingaforces”.

Describe Lewin's Three Step Model of change managgmExplain the relevance of the above
statement in the context of Lewin’s Three Step Madehange management.
10 Marks

(c) Explain _TWO ways in which Clayton Alderfer's ERG theory of nwation is deemed to be an
improvement on Maslow’s Hierarchy of Needs.
5 Marks
Total 25 Marks

QUESTION 5

(a) Explain what is meant by consumer buyer behavanalysis. Outline the stages consumers typicgll
through when purchasing high involvement products.
10 Marks

(b)  You work in the marketing department of a itetapermarket chain in Ireland. Your manager atésha
conference recently where the speaker referrechtmfs product market matrix. She has requestad yo
to prepare a short report on the concept.

You are required to prepare a short report oridhewing matters:

(i) Describe Ansoff's product market matrix, inding_eachof the following:

- market penetration strategy
- market development strategy
- product development strategy
- diversification.
10 Marks

(i) Explain how any two of the components in Arfsofmatrix outlined in (b)(i) above might have
been adopted as strategies by organisations apgiatthe retail supermarket sector in Ireland over
the last five years.

5 Marks
Total 25 Marks

NI IEQTINN A
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(a) Explain what is meant by the following acrorsyim relation to e-commerce: B2C; B2B;
Give examples in each case to illustrate your answe

(b) Give_ THREEexamples of intentional threats to informationtegss and outline FOURteps that co
be undertaken to minimise threats of this nature.

10 Marks
(c) Explain the main difference between “Systerftéare” and “Application Software”? Use examples to
illustrate your answer.
5 Marks

Total 25 Marks

QUESTION 7
€) Describe how a system of budgetary contrefaies.

10 Marks
(b) Give_TWOadvantages and TWdisadvantages of debentures as a source of finance

10 Marks
(c) “Ratio analysis” provides an important earlgming system for financial managers in organisetio

Do you agree? Give TW@asons in support of your answer.
5 Marks

Total 25Marks
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Business Management

Suggested Solutions
and

Examiner’'s Comments

Students please noteThese are suggested solutions only; alternativee@nssmay also be deemed to be correct
and will be marked on their own merits.

Statistical Analysis — By Question
Question No. 1 2 3 4 5 6 7
Average Mark (%) 65% 43% 55% 56% 55% 60% 43%
Nos. Attempting 1064 283 967 454 249 849 332
Statistical Analysis - Overall

Pass Rate 81%

Average Mark 56

Range of Marks Nos. of Students

0-39 152

40-49 49

50-59 333

60-69 365

70 and over 167

Total No. Sitting Exam 1066

Total Absent 362

Total Approved Absent 48

Total No. Applied for Exam 1476

GENERAL COMMENTS ON THE PAPER AS A WHOLE

Overall the performance of students in this sitshgwed improvement on recent years. Students
demonstrated a good capacity to engage with thstigns set and to draw on real examples to illtestra
their answers.

The standard of presentation of answers was ndigéégher than previous years.

NOTE: Further to queries and comments in relatib@uestion 5, part B, students & tutors shouldrrgfe
to the specific comments for that question.
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Examiner’'s Comments on Question 1

This question was exceptionally well answered. &btsl not only understood the PESTLE model but also
demonstrated a strong capacity to apply the cortogpe scenario set.

Students also clearly had a very well developecsidnding of Porters five forces model and haodiffers from
PESTLE.

On this point there was a tendency to automati@sdiociate PESTLE with the macro environment ansidrithe
control of the industry / entity and Porter’s fasagith the micro environment and somewhat withia ¢bntrol of
the industry / entity. Students should note thatrédationships surrounding control and influeneesomewhat
more complicated in practice.

Students related to the scenario very well and wkaly very comfortable addressing matters peirigito this
industry. A small number of students interprete(i)Aas relating solely to the factors falling umdiee
Environmental heading of the PESTLE model.

Part B was particularly well answered by students.

Solution One(COMPULSORY)
PART A (i)

PESTLE analysis is a technique for analyzing thermanvironment of an organization under the foltayv
headings — political, economic, socio-culturalhtemlogical, legal and environmental considerations.

Analysis of the Political environment involves cmsing the impact of changes in Taxation requinetse
Safety regulations, Consumer protection legislatRarties in Government, EU Developments etc.

Consideration of the levels of demand within theremmy, interest rates, foreign exchange rates,tgran
inflation etc. are indicative of the economic vatés to be monitored and considered.

The Socio-Cultural environment encompasses issaslemographic nature, such as, changes in thetgte
of the population — age, gender, income distribyti@migration etc. and issues of a cultural natsoeh as,
language, customs, religion etc.

The Technological environment includes consideratid the threats and opportunities arising fromald
scientific developments in various areas.

Organisations must be aware of the legal parametietieir markets and operating environments inclgd
issues related to employment law, contract law etc.

Increasingly organizations are developing stratedie minimize the effects their operations have tba
ecological systems etc.

Porters Five Forces is more specifically focusedassessing the structure of the competitive dynamibe
industry / sector in question.

Porter identified five forces that assist organise in analysing the intensity of competition, fitability and
attractiveness of an industry.

An understanding of these forces increases a menagsight into the nature and dynamics of the keaiplace
thereby facilitating the development of appropriatsiness and marketing strategies. The five foacesthreat
of new entrants, bargaining power of suppliersghiing power of buyers, availability of substitut@nd the
competitive rivalry between firms.
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an industry and market more directly than the PESTodel. (e.g. it assesses directly how variou
might be able to influence the industry — the cépaaf buyers / suppliers / new entrants and m
substitutes to influence prices and other competitiynamics).

The PESTLE model uses a wider lens. It assessesbhmader or more general developments in the Palljti
Economic, Socio-cultural, Legal, Technological aBdvironmental fields might impact the industry etc.
PESTEL effects tend to be the same across aliestit the industry whereas Porter's model provialesore
focused and tailored analysis of the specific efferf developments on the relative competitive fomsiof
major players within an industry.

Marks Allocated

5 marks for description of three PESTLE elements
4 marks — comparison with Porters five forces model
1 mark for overall quality and presentation 10 Marks

PART A (ii)

Many environmental factors have influenced the tpmaent of the mobile / smart phone industry over last
five years. A number of these are set out below:

Political

Developments in the political field reflect the ging awareness of the increasing importance of this
technology. Government is acutely aware of the ingmee of the sector for economic growth and isngak
positive steps to increase network facilities apdesls and is encouraging companies to develogs $kilhis
area as well as providing an increasing numbetr @ih services through this medium.

Technology

Actual developments in the capacity of these devarel enhancement of the range of services thégrper
have greatly enhanced the consumer experiencendedd demand for these devices. The competitiveenaft
the business has lead to reductions in costs vdnlgtver increasing array of features and apptinatare being
added. All these developments have significaintlyacted consumers expectations and this has letetase
competition amongst players in the industry.

Economic

The recession has impacted most industries negative this is one industry that appears to havekbd the
trend. Consumers are using these devices for aewhale of activities so much so that they are alomost an
indispensable feature in their lives. The devitesriselves are being used extensively by peoplevariaty of
cost saving ways. (e.g. securing special pricingislebooking airline tickets at off peak times, italfsing on
vouchers etc. ).

Socio Cultural factors

Socio cultural factors such as attitudes and péarepand patterns of behaviour have changed asudt iof the
increased power people have at their finger tigge Jounger generation are particularly heavy usétbese
devices. They make extensive use of them for saui@taction — making arrangements / ongoing diadogtc.
These devices have become quite embedded in psajddy lives and provide a really important medifon
interaction not only for social purposes but aleo éngaging in a wide range of other activities erkvand
leisure related.

Legislation
Legislation regarding freedom of information, dptatection and invasion of privacy etc. are allyplg catch

up to the developments that are taking place mehivironment. New laws and protocols are beingldped
to better regulate the sector on an on going basis.

Marks Allocated

A Ll o f L _ff_ . .tofli._.____\ 1
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| 2 marks for overall quality and presentation

PART B

Mobile / smart phones have a great deal to offelptiospective marketer and advertiser.

Instant access to the internet and various web@ites tube / face book etc.) allows the consumezadiaccess
to the marketers and advertisers products on a388tay basis.

It also allows the marketer and advertiser to attntansumers with greater ease and enables altermabdes

of engagement all of which facilitate the developmand implementation of highly targeted marketing
strategies. Customer profiling allows for the tailg of product and service offerings to segmeifitiarkets at

a level of detail unforeseen a short number of yyago.

Marks Allocated

2 marks per reason (Max of two reasons)
1 mark for conclusion 5 Marks

Total 25 Marks
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Examiner’'s Comments on Question Two

Most students were able to describe the basicttbfule contingency approach to leadership andyniae
example of Winston Churchill to good effect. A staimial number of students were able to describddast
preferred co-worker (LPC) scale and its relevanitkimthe context of the theory.

Answers to Part B were of a lower standard andesttsdare encouraged to revise the matrix form gédugisational
structure and its related benefits and limitatiohs.umber of candidates confused it with the stachda level
hierarchical structure” of strategic, tactical aygkrational developed by Anthony.

Part C was answered well by most students.

Solution Two

PART A
Contingency Approach

Contingency theorists argue that the ‘best’ leddprstyle depends on the situation. Fiedler's cuygncy
theory was the first to specify how situationaltéas interact with leader traits and behaviour nifiuence
leadership.

For example, Fiedler assumes that leaders will beereffective when their leadership styles are hedcto
their particular situation. More specifically, Hler defined situation favourableness as the degreehich a
particular situation either permits or denies tder the chance to influence the behaviour ofgroambers.
In highly favourable situations, leaders find tifair actions influence followers, but in highlyfawourable
situations leaders have little or no success inftigy the people they are trying to lead.

Fiedler developed an index called the least-prefeoo-worker (LPC) scale. This scale asked a led#rink

of all the persons with whom he/she has ever warlked then describe the one person with whom he/she
worked with least well. The person could be some fsam the past or someone he/she is currently iwgrk
with. Summarising and averaging the findings frdra study Fiedler was able to assess whether resptsd
had a human relationship orientation or a taskntaitéon.

Matching this information with variables about siion favourableness allowed Fiedler to proposé tha
relationship-orientated leaders were better aselsadinder moderately favourable conditions, whiski
orientated leaders were better as leaders undelyHayourable and highly unfavourable situations.

Marks Allocated

2 marks per valid point (max 8 marks)
2 marks for overall quality of description 10 Marks

PART B

This is a hybrid structure in which two or morerftr of departmentalization are used together. Thebma
structure evolved over time and it endeavours tegirate departments together in a horizontal walyfacilitate
co-ordination between such departments. This magrikieal for firms who have multiple product panlibs in
a variety of international markets.

Sales  Production Finance HR R&D

Area manager A

Area manager B
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Benefits

The use of cross-functional project teams may teddgh innovation
Functional assistance is available to all projects

Good training ground for potential managers

Flexible pool of specialists

Limitations

Dual reporting responsibilities may lead to contfbeer responsibilities
Power struggles may emerge between managers

Tracing accountability and authority may be proldéim

It may slow up decision-making

Marks Allocated

6 marks description
2 marks for benefits and 2 marks for limitations 10 Marks

PART C

Planning incorporates defining the organisatiorbgeotives, establishing an overall strategy, angebbping a
comprehensive hierarchy of plans to integrate amdrdinate actions within a company. It is concdrméth
ends (what is to be done) and with means (howtd s done).

Plans help provide overall strategic direction atignment, provide a basis for co-ordination of\atieés and a
basis for performance measurement and control.

There can be tension between the various rolesiplgrulfils. For example plans need to be reldjivaccurate
to provide a meaningful basis for co-ordinating ragiens and determining resource requirements. pYats
also need to include demanding targets that stestgloyees.

Another tension arises in the area of control whe@lans may be used in a rigid and inflexible manmet
taking into account the unusual / changed extainalimstances that gave rise to variances. Thisrmcan de-
motivate staff.

Plans may also be based on unrealistic targetsrthatn de-motivate employees who are being heldccount
for targets they never felt committed to in thetfinstance.

Another tension surrounds the use of control infatian. If feedback is used in a punitive post-mori@anner
(e.g. using a ‘gotcha’ mentality) this can not omlg-motivate staff and undermine the legitimacythud
planning process but also promote a culture ofiggrthe next time plans are being prepared. (elgreby
people build in excessive amounts of slack intogetsl etc.)

Marks Allocated

2 marks per valid tension
1 mar for overall quality of description 5 Marks
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Examiner's Comments on Question

Answers to Part A (i) as would be expected weredgtost students supported their answers with g
depictions of the product life cycle (PLC) and tlee of relevant exampli

Answers to Part A (iijvere somewhat mixed. Students are encouragedatie tble PLC to marketing strategies
meaningful manner.

Most candidates were able to explain the conceptasket segmentation in Part B although some stadeould
benefit from revising how it asgs in strategy formulation. On a positive note¢hgere a number of excelle
answers here with candidates providing most interg@aind relevant examples to illustrate their ustianding of
the relevance of the concept.

Solution Three
PART A (i)
All products have a life cyclethis model includes four stages through which irial products develop ov

time and extends from introduction to obsolescelrThe pre-launch stage (as seeth@diagram below) refers
to the marketing &ivities prior to the launch or commercialisatof a new product.

Sales

Pre- Introduction Growth Maturity Decline
and |
. launch '
profits ! /d_________‘\
i —
i 53\36
5 / Time
Introduction

= Low sales & high costs as the product is beinguhiced to the mark
=  Competition is limited
= Customer type is known as an innov.

= Core objective is to generadgvareness among the target audi

Growth
= Rising sales, costs declining and profits beingeaat
=  Growing number of competitors entering the me

= Customer type is known as an early adc

Solution Three (Cont’d)
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= Core objective is to increase demand in orderdcese market share

Maturity

= Sales & profits reach their peak, cost per custdmkw
=  Competition is intense

=  Customer type is known as middle majority

= Core objective is to maximize profit and maintaiarket share

Decline

=  Sales & profits decline

=  Number of competitors have reduced
= Customer type is known as a laggard

= Core objective is to exploit the brand

Part A (ii)
The PLC concept helps interpret product and matieamics and can be used for planning and control.

Not all products follow the standard product lifeley Some products are introduced and die off dyickthers
stay in the mature stage for a long time. Somereénédecline stage and are then cycled back r@@towth
stage through strong promotion or repositioning.

Whilst the exact shape and length of a produdesyicle may not be known in advance, the compatagk is
to recognise the lifecycle pattern of its offeriragsl to devise appropriate marketing strategieg<qortfolio.

The PLC concept helps focus attention on the piatidife span of a product and the distinct phasethis life
span. Many products do exhibit distinctive life leypatterns that allow marketers target / explodt different
phases (e.g. set prices and advertising to attety adopters etc.).

However the model is subject to some common csitisi as follows :

Duration of the PLC stages is unpredictable
Difficult to tell which stage the product is in

Not marketing orientated

Misleading objective and strategy prescriptions

PLC pattern is the result of marketing strateg&bkar than an inevitable course that sales mustol

o g s~ NP

Not all products follow the classic PLC curve

Overall the concept is a useful analytical tool likeé many models in the social sciences and bssiitéhas to
be used with caution.

Marks Allocated

1.5 marks per stage (max 6 marks )
3 marks per decision and 1 mark overall qualitiydescription (max 7 marks) 13 Marks

NPADT D
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Marketing management deals with how the differelements of marketing are organised;
controlled. It is rare for a company to target arketiin full; instead marketers concentrate on
markets, then select the best segments to bets@iguoproducts.

A three-step process is crucial in marketing mamege. This set of activities — Segmentation, Tangean
Positioning (or STP) — defines a pivotal managededision making process in an organisation’s giterno
meet its objectives in competitive markets.

The process of segmentation, targeting and positioenables the marketer to:-

e Select the most profitable and viable customegetwoe.
» Reach them with an offering that has a competaiveantage
e To communicate a position that is clearly perceived

Market segmentation involves analysing the totatkefinto segments that share common propertiet) as
consumers stage of life needs, purchasing poweogrgphical spread, buyer behaviour, attitudes to
environmental issues etc. The ultimate in termsafket segmentation is “customised marketing” wiseléers
design a separate product for individual buyergidag segmentation variables include;

Age range — 18 to 30

Gender — male or female

Location — urban, rural, national or international

Family life cycle — single, married no children, med young children, etc.
Socio- economic status — professional, managetidled workers, unskilled etc.

Markettargeting follows market segmentation. It invohea&luating the various segments identified durineg t
segmentation process and deciding how many anchvgieigments it can serve best.

In explaining the benefits of market segmentatisnaastrategy candidates were expected to outlive ho
appropriate modes of segmentation facilitated #reetbpment of related targeting and positioning keting
strategies for a firm / brand.

For example for a company entering the online bgttharket in Ireland. segmentation would involvikesting
appropriate demographic variables for the targginemts — age, gender, stage of life cycle. Addethitowill
be relevant psychographic variables such as —iges\{sports and entertainment), nature of inter@s. level
of social interaction involved) and opinions. Algbrelevance would be certain variables concertieglevel
of interaction between the customer and the prodeay. offering real time online betting odds asngs are
progressing etc.)

Segmentation would help with the development of eneffective market targeting strategies. This would
involve deciding whether the company wishes toaasgveral market segments simultaneously and riagig
separate marketing mix strategies for each. It dranNolve decisions around the attractiveness (ginéential
and scope for development) of the target market.

Segmentation would also facilitate the developrafnappropriate market positioning strategies. Tduld
involve decisions around the perceptions the compéashes to create in consumers minds associatdditsi
offerings. (e.g. ‘best’ company for racing bets)etc

Segmentation has a significant role to play indbgelopment of marketing strategies in a rangendfistries
(e.g. insurance, airlines, retailing, cosmetics)etc

Marks Allocated

Description of market segmentation — 1 mark pelid point (max 8 marks)
Explaining the benefits of segmentation as a stgy (max 4 marks)

12 Marks
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Examiner’'s Comments on Question Four

A very high standard was displayed by candidatemswering Part A to this question with most chgarl
distinguishing between intrinsic and extrinsic national factors and providing interesting ansvadysut the
impact of the recession on the relative importasfaeach.

Rather like the product life cycle question mostdidates could describe the stages in Lewin’s thtep model of
change management but were less successful imgeiaito the statement given in the question.

Most answers could clearly describe and explairER& theory of Alderfer. Students should also emshat they
understand how it may be seen as an improvemeliasiow’s theory of motivation.

Solution Four
PART A

Motivation is a complex concept. There are a vargdtfactors which influence the meanings peopledo a
situation and which prompt them to act in particulays. Some writers make an important distinchetween
the motivation of other people and motivating offese

“Motivating other people is about getting them tova in a direction you want them to go in ordeathieve a
result”.

“Motivating yourself is about setting the directiomdependently and then taking a course of actibithvwill
ensure that you get there”.

Process theorists such as expectancy theoristeggdhat people are more complex, more pragmatiorare
contemplative than need theorists suggest. They eestablish not only what people want from theark
situations, but how they believe they can actuatithieve it and what influences the process. Theseries
focus on the dynamic of how people decide as iddiéis what motivates them. Emphasis is placed en th
cognitive processes.

Content theories of motivation assume that neeelshe&r most important determinant of an individuédigel of
motivation. These theories focus on the followingstion;

“What initiates or stimulates behaviour?”

It is generally regarded that people are motivdtgdntrinsic and extrinsic factors. The former tenddenote
those that are internal to the individual suchesponsibility and challenge in a job. The lattdergto those
factors which are external and include pay, pungshinand level of supervision.

Intrinsic motivators include:

» Freedom how to choose to do a job

» Recognition for work well done

* Increased responsibility

» The opportunity to demonstrate personal abilities

» Chances of promotion

e Variety in work

e Attention to ideas and suggestions for work improgats
* Praise

CAliitinn Canr (ANt AN
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Extrinsic factors can include the following:

»  Physical working conditions
* Relations with colleagues

» Relations with the manager

* Rate of pay

» Climate of industrial relations
e Style of management

* Hours of work

e Perceived job security

It could be argued that in the present businessaté the extrinsic factors underlying motivatiormeointo
sharper focus as employees experience tax hikgsigoiaictions and job security concerns. (e. g. [@eomy
become more instrumental in their outlook now tharetofore). Likewise they be more concerned apatity
issues with other professions or within their owgamisations etc. On the other hand it could beedghat it
may have less relevance as employees have dramnenstrength and other features of their workhay tome
to realise their employers may not be in a positmoffer much in terms of immediate extrinsic reg&a (e.g.
that many of these matters may be outside theitran

It is important also to realise that the two categoare not water tight compartments ; people igjtially
feel aggrieved by a decline in extrinsic motivatibfactors within their place of employment. Butrgstent
long term exposure to such treatment might alsatinegy affect their intrinsic motivational beliefs

Marks Allocated

3 marks for the quality of the description of eaglement (max 6 marks)
3 marks for relevance
1 mark for overall quality 10 Mar

PART B
Lewin suggests a successful change managementfpiiojeolves three stages or phases

1. Unfreezing
2. Moving
3. Refreezing

Unfreezing

This involves reducing those forces maintainingdhganisation’s behaviour at its present levak Hrgued that
this requires some form of confrontation meetingeseducation process for those involved, posdiigugh
team building or management development. In thaxgss the problem to be solved is analysed, or idata
presented to show that a serious problem exist@niaffort to convince / persuade relevant padifethe need
for change.

Moving

Moving equates with the action element. Moving iwes acting on the results of the first step, hg\analysed
the present situation, identified alternatives amdected the most desirable state of affairs. Taguires
developing norms, behaviours, values and attithiesigh changes in organisational structure andqsses,
so that those involved do not revert back to tlievedy of doing things.

Refreezing

This phase seeks to stabilise the organisatiomatastate of equilibrium in order to ensure tlngt hew ways
of working are relatively safe from regressionngssupport mechanisms that positively reinforcertbe ways

of working, including the alignment of matters péming to organisational culture, norms, policiesd a
practices.
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of today’s high tech environment. It has been @géd as being too simplistic and mechani
where organisational change is a continuous andi-epded process. It has also been sugge
relevant to incremental and isolated change prejactd not able to incorporate radical, transf
change.

It is important to note that the depiction of tleee-step model in textbooks is a highly reducedioa of
Lewin’s overall work. A basic tool for the analysitgroup life is the representation of the grong &’s setting
as a “social field”. According to Lewin what hapgem a field depends upon the distribution of ferce
throughout the field. Any situation at any giveméi is not static but is subject to the interplayhafse counter-
veiling forces. Some forces seek to drive change maore stable state, others seek to restrain ehangike a
river whose form and velocity are determined by blaénce of those forces that tend to make therviiate
faster, and the friction that tends to make theewfiow more slowly — the cultural pattern of greupf people
at given times are maintained by a balancing ohtenacting forces.

Consideration of these factors prior to underg@irghange process, and indeed the management efftress
as the process is being implemented is cruciali¢toess.

According to Kurt Lewin unfreezing is getting thegple affected by change to believe that the chaage
needed. During the change intervention itself, kess and managers change their behaviour and work
practices. Refreezing is supported by reinfor¢irggnew changes so that they stick.

Given the choice between changing and not changiogt people would rather not change. Becausstaesie

to change is natural and inevitable, managers teedfreeze resistance to change to create suatessinge
programmes. The following methods can be usedapage resistance to change; education, commurmigcatio
participation, negotiation, top management supaodt coercion.

Knowing, what not to do maybe, just as importankaswing what to do when it comes to achieving ssstul
organisational change. Two common errors tenccturoduring the unfreezing phase. The first ane piodlly
more serious error is not establishing a great gim@ense of urgency. People will feel a greatesesef
urgency if the leader in the company makes a puloimdid assessment of the company's problems and
weaknesses.

The second mistake is not creating a powerful ehaaglition. Change often starts with one or twogle but

to build enough momentum to change an entire deyeat; division or company, change has to be supgdiy

a critical and growing group of people. It is recoanded that key employees, managers, board members,
customers and even union leaders be the membess aufre change coalition which guides and support
organisational change.

Four common errors tend to be made by managersgltive change phase; lacking a vision for changde
communicating, not removing obstacles to changenatdystematically planning for short-term wins.

Lacking a vision for a change, is a significanbeat this point.

A vision is a statement of the company's purposeason for existing. A vision for change makesachlwhere
the company or department is headed and why thegelsaare occurring. Change efforts that lack misend
to be confused, chaotic and contradictory. By @asifrchange efforts guided by visions which ararcknd
easy to understand can be effectively explaindvénminutes.

Under communicating the vision for change is anothistake in the change phase. Companies mistakehdly
just one meeting to announce the vision. The ssfaecommunication of the vision requires that magnagers
link everything the company does to the new visiow that they will “walk the talk” by behaving inays

consistent with the vision.

Thirdly, even companies that begin change withearchision sometimes make the mistake of not rengpvi
obstacles to the new vision. Many leave formiddideriers to change in place by failing to redegas, pay
plans, and technology to support the new way afigithings.

Another error at this stage is not systematicalgnping for and creating short term wins. Most geagon't

have the discipline and patience to wait two yéarsee if the new change effort works. Changérisatening
and uncomfortable, so people need to see an imiegqubgoff if they are to continue to support it.

Qnlitinn Ennir (Cant’d)


http://www.studentbounty.com/

support and reinforce changes so that they “sti€l€claring victory too soon is a tempting mi
refreezing phase. Managers typically declare cleiory right after the first large-scale succesghe ch
process. The last mistake that managers make isamcitoring changes in the Corporation's cult
organisation’s culture is the set of key valuedjef® and attitudes shared by organisational memiiea
determines the “accepted way of doing things” aompany.

With the fast changing business environment ofgpdaange management is more important than eereoe

Marks Allocated

6 marks for overall description of the model
3 marks for relevance
1 mark for overall quality and presentation 10 Marks

PART C

Alderfer's ERG theory of motivation builds on therk of Maslow. It proposes that needs are not rszrédg

hierarchical in the strict Maslow sense. ERG pos#iits elements as simultaneous needs and igishbly

more accurate. Needs are seen to be concurreer rididin layered. Existence refers to the physiokdgand

safety needs (levels 1 and 2 of Maslow). Relatesinefers to social and esteem needs and Growths refe
internal esteem and self actualisation needs.

ERG is seen as an improvement on Maslow’s theomatfvation as it does not see needs as beingdlédlfin a
strict hierarchical fashion. (e.g. needs for belnggmay be perceived by an individual as importast
physiological needs and consequently may not arjsa be fulfilled in, Maslow’s strict sequentiatder).

While ERG simplifies Maslow's theory, it may als@ Iseen as overly simplistic. Motivation is a comple
concept. There are a variety of factors which irfice the meanings people give to a situation anghwh
prompt them to act in particular ways.

Similarly, there is no one universally acceptedtlieof motivation. Both of these theories, like mtteoretical
frameworks, do not necessarily hold for all peoipleall situations. People’'s needs vary from indiadl to
individual, from culture to culture and there iseaporal dimension to motivation in that differereds will
assume varying degrees of importance at differegfes of peoples lives. No one theory of motivatomers
all of the complexities of reality, but in appraoge conditions and circumstances, and in the presiemate in
particular, both of these theories have a signifiqgzart to play in the way motivation is concepised and
understood.

Marks Allocated

2 Marks for the quality of the description of eadmprovement
1 Mark for overall quality and presentation
5 Marks
Total 25 Marks
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Examiner’'s Comments on Question Five

Answers to part A were of a good standard with ncasididates appreciating the importance of un
thought processes customers go through when punghiaigh involvement products and it's relevancet
marketing of such products.

Answers to part B were mixed. A good proportiorcafdidates demonstrated an understanding of market
penetration, market development, product developiued diversification strategies and were ablestate them
clearly to developments in the retail supermarketa in Ireland over the last five years.

Specific note in relation to Part B

An issue arose with respect to the focus of que$ib), which referred to Ansoff's product markedtnix. It was
intended that the recognisable context (i.e. tlesuarket sector) and the inclusion of the comptmefithe model
(some of which were examined recently and whichcakered in the textbook) would help steer studants
answering this part of the question.

Nonetheless, it is acknowledged that the lack sgecific reference to the Ansoff model in the ceuextbook was
a source of concern on the day.

Accordingly, the marking scheme was adjusted fot Ban order to mitigate this concern. A detaikehlysis of
performance in this question indicates that thjsstthent adequately compensated those who attertipsed
question and that no marginal student was adveedtdygted.

In addition, the Board of Examiners recognised thatissue may have restricted student choice sbateand thus
a global adjustment to student marks was also made.

Solution Five
PART A

There are a variety of factors that can influeno®m@sumer’s behaviour. The CDMP is a good modekbith
to analyse the various stages that consumers gaghrwhen considering, making and evaluating almase.
However, marketers need to consider the relevaheepooduct or service to the consumer — this fisrred to
as involvement. Involvement has been defined asraop’s perceived relevance of the object, basethen
person’s inherent needs, values and interests.

High involvement products are generally purchasheres the risks for the consumer are high. (e.grmuwi
house or a car). In high involvement purchasestmsumer is actively searching for information tedato the
product or service. The advantage for the markdiere is that it may be much easier to get the wwopss
attention if they are highly involved with the prad / service category.
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Solution Five (Cont'd)

CDMP Stage High Involvement

1)  Problem recognition There will be a strong awdscious recognition of the ‘p
For example the ‘problem’ of needing a new car.

friends, family, brands and Internet are all exaapl

2) Pre-purchase search Consumers are likely to seaacly different information sources

brand image and perceived reliability.

3) Evaluation of alternatives Consumers are likelyet@luate many different choices here. F
example, when buying a car, five or more models fayclosely
scrutinised and considered. Criteria will inclugerceived value fo
money, technical specifications, style, comfortditidnal features

or

location of the purchase.

4) Purchase behaviour Factors influencing purchaseai@ir include cost, timing an

proved satisfactory or not.

5) Post-purchase evaluation Consumers will invest ntholight into whether the purchase

as

Marks Allocated

2 marks for the quality and relevance of the pointeade at each stage 10 Markg

PART B (i)

Product market strategies combine the strategi&etiag objectives of the firm with the product ekemh of the
marketing mix.

In general four fundamental product market straegire open to a firm, as follows:
Market penetration; the strategy employed by a figaking to extend the market share of an exigtinduct in
an existing market. This is commonly the stratefygstablished brands. It is usually achieved bylatipg one

or more variables in the marketing mix. (e.g. prigipromotion etc.).

Product development; this strategy involves theothiction of new products into an existing markehe
introduction of new brands of stout into the drimkarket is an example.

Market development; refers to the introduction afstng products into new markets. The marketing of

Ballygowan in the UK would be an example of thiatgy.

Diversification; the introduction of wholly new anrelated products into new markets, or the puelodsnew
firms in unrelated areas of business.

Marks Allocated

2 marks for the quality and relevance of the points&ade for ANY TWO of the four areas listed
2 marks for overall quality and presentation

10 Marks

PART R (i)


http://www.studentbounty.com/

Lidl and Aldi would be good examples of stores tthatoted considerable effort to establishing
market penetration in the retail supermarket santtneland.

TESCO'’s entering the Home Insurance market, petnol money markets would be a good example
organizations attempting to diversify their servidéerings.

TESCO's venture into the small grocery market woafdexample of market development as they strive to
enhance their reach in the same product areas.

Most of the main stores have extended their rarfgeraducts, moving in gardening, hardware, clotbts
which is an example of product development.

Marks Allocated
2 marks for the quality and relevance of the pointede at each strategy
1 mark for overall quality and presentation

5 Na

Examiner's Comments on Question Six

Candidates did well in Part A to this question amde able to clearly explain the different modes-@bmmerce
and to support their answers with appropriate exesnp

Candidates displayed a good understanding of teational threats to information systems and tepssthat may
be taken to minimise the nature of such threats.

Students are encouraged to revise this area toeetigey understand the distinction between syssafigare and
application software.

Solution 6
PART A
B2C Business to Consumer

This is where a business offers products / servit@some electronic means (usually online). Fanexle,
most airlines operate a B2C model by allowing pagees to book flights online. Other common examjpies
B2C are online banking facilities, and electroniorsfronts. (sometimes called e-tailing, for elentc
retailing).

B2B Business to Business

This is where two businesses engage in transactising electronic means. In a sell-side model,smations
are conducted on the seller's website. A simplaergta of B2B e-commerce would be a supermarket piaci
orders with their wholesale supplier. The stageslired in a B2B transaction will generally be tteare as
B2C, however it is likely that there would be thdd#ion of a ‘negotiation’ stage, which is less goon in
B2C.

B2E Business to Employee

This is where businesses offer employees certaiices / information electronically. Examples migitlude a
HR system that allows employees to apply for hgidar reserve spaces on training courses. Somearuag
may offer their products for sale with employeecdimts, and even offer other products / servicesh s1s
travel offers etc.
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Solution 6 (cont'd)

C2C Consumer to Consumer

This is where individual consumers buy and sekdch other. Web-sites that offer online auctionshs
Bay and Done Deal are good examples of C2C e-conaweebsites.

Marks Allocated

2 marks for quality of explanation of each element
2 mark for the overall quality and presentation 10 Marks

PART B
Intentional Threats

There are many ways in which computer systems eaaithcked, especially when extensive use is made o
eCommerce. Some of the more common threats include

e Hacking
* Viruses
*  Worm

» Trojan

*  Spyware
e Phishing

* Denial of service

e Trap door

Anything that causes a loss of data or a corrupifattata can be considered a security threat. Abaurof steps
can be taken within a single site, ranging fronitiimy physical access to sensitive areas and Imgatiomplex,
encrypted codes to deny entry to data to unaugmbrigersonnel etc. Other procedures one would expect
back up procedures, disaster recovery plans, aféeeirus protection and password procedures.

Computer security can be considered under two géreradings 1) securing the physical assets (. t
machines and associated hardware) and 2) secumingdta. Generally data is considered the mosakbdu
asset, as it is the most difficult to replace aad the most potential value to competitors andistars.

A control is a method or procedure aimed at enguitiat the company’s assets are secure, inclucitey ahd
other such intangible assets.

Physical Controls

This category of control refers to any control thaits physical access to the system or physicaibnitors the
system, such as:

Security guards

- CCTV

Keypads / swipe card to open doors
Isolating computers from the network

Solution 6 (cont’'d)
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Access Controls

These are many means of restricting access to @zglaisers only (and not only through physical
most common means are usernames and passwordsart3, cand biometrics (e.g. fingerprints,
recognition), although the latter is still expemsand not commonly used in business.

Good password practice requires a minimum passleoigth (the longer the better) and regular changiss,
passwords should not be easy to ‘guess’ or deterfne don’t use your dog’'s name, or something alsyone
could easily find out).

Many companies apply strict password policies fhete employees to use letters, numbers and offexia
characters (like $ or &). Also some companies vetjuire employees to change their passwords peeithyli

This can pose its own problems, and often lea@sriployees writing down their own passwords andeiasing
the risk that it will be discovered.

Firewalls are an access control used to preventthodzed users from accessing networks, usuatiyutih a
combination of hardware and software. Any messageriag your system would pass through the firewall
allowing it to be filtered (to check for possibleréats). For example, some firewalls block / tragy amalil
containing an attachment as these are often a noéapseading viruses.

Procedural controls

These are procedures put in place as rules/guaefor users and are sometimes know as ‘compangatds’.
Proper back-up procedures are essential to ensusesécurity. Usually data is backed up (software loe
repurchased if necessary), and this is done om@emental basis, with ‘master’ back-ups takenqgutcally.
The incremental back-ups only contain what has gbdrsince the last master-back-up, thus reducorgge
requirements.

Organisational controls
These controls refer to the structures that apdaoe to ensure there is clear lines of respditgibDther items

that are relevant at this stage are user trainmisaipport. The importance of proper training carm@over-
emphasised, especially when one considers thateuasaris one of the most common forms of secligach.

Marks Allocated

3 marks for the description of threats
4 marks for the description of responses
3 marks for overall quality& presentation
10 Marks

PART C

Systems software refers to the operating systemadinthe networks It helps the computers to functtio
Microsoft windows is a good example. Applicationfte@re is any software that allows the user to do
something useful. MS Office and Tas books are go@inples

Marks Allocated

2 marks for the quality of description of each sgst
1 mark for overall quality 5 Niar

Total 25 Marks

Examiner's Comments on Question Seven
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Solution Seven
PART A

A budget is a quantitative plan of a future cous$action. Most people, for example, ‘budget’ foeir own
household expenses even if it is only by makingagh comparison between next month’s salary and nex
month’s expenditure. Such a budget may not be detgiled but it contains all the main features dfawv
accountants mean by a budget. These are as follows:

- Policies: a budget is based on policies neededlfibthe objectives of the entity.
- Data: it is usually expressed in monetary terms.

- Documentation: it is usually written down.
- Period: it relates to a future period of time.

Most entities prepare a humber of sub-budgets @ates budget, Production budget, Administratiodget)
which are then combined into a master budget. (wihsctypically made up of a budgeted profit andslos
account, balance sheet and cash flow statement).

Budgets are useful because they encourage martagexamine what they have done in relation to whay
could do. However, the full benefits of a budgetsygtem only become apparent when it is used fotrab
purposes. This involves making a constant compauisiween the actual results and the budgetedtisesnid
then taking any necessary corrective action. Ttosgdure is called ‘budgetary control'.

A system of budgetary control depends on the effeastablishment of sound budgets and the mongaof
actual results in relation to these budgets agé¢he progresses.

The stages involved in the budgeting process afellasvs:
1. Communicating details of the budget policy

Top management must communicate the policy effe€tthe long-term plan to those responsible for
preparing the current year’s budgets.

2. Determining the key budget factor
The key budget factor is that, which at a pariculme or over a period will limit the activities an
undertaking and which is therefore taken into aotdn preparing budgets. In most cases it is market
demand.

3. Preparation of the Sales Budget
The importance of this activity stems from the faélsat the entire budget will be based on Sales

Solution 7 (cont'd)

4. Preparation of Functional Budgets
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5. Preparation of the Master Budget

When functional budgets are completed, a proje€@adh Flow Statement, Capital Expendi
Projected P&L and Balance Sheet can be prepared.
6. Reviews/ Negotiations and Discussion

This involves a series of meetings and discussiwhi&h may result in some alterations

7. Subsequent Revisions
Once a budget is approved it is rarely changeds ©hly tends to happen when major developments take
place.

8. Monitoring Variances
The preparation of timely feedback on actual vetsidget performance as the year progresses.

The main features of a system of budgetary comtrel— clear definition of responsibilities, detdilglans of

action with a sphere of responsibility, adherencebtidgets once they have been approved, monitoring

performance on a regular basis and taking effectiveective action if results differ significantisom budget.

A number of the common difficulties that can be@nttered in the preparation of budgets and theaiper of
systems of budgetary control are set out below:

It is vitally important that the budgeting systesrdietailed enough to suit the size and natureeobtbanisation

If the budget is not prepared in a realistic maniteran have a negative effect on the attitudesmrformance
of managers and staff

The problems of slack and padding can be diffitnleliminate. This occurs when managers overstae t
expected expenses, so that having a larger thassay budget, they will be unlikely to overspemgirtbudget
allowance

Because the detailed budget focuses on the short tieere is a temptation to make decisions whithb&nefit
the company in the short term but result in losffips in the medium/ long term

Budgets are often completed using estimates andooys. There is therefore a degree of uncertamiglived
e.g. rate of inflation, interest rates. Methodgle&ling with these uncertainties must be employatiqularly
with the regard to the identification of the pripai budget factor.

Marks Allocated

2 marks for the quality of description of elemeri§budgetary control (Max of four elements)
2 marks for overall quality and presentation
10 Marks

Solution 7 (cont'd)

PART B
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Debentures:

A debenture is a written acknowledgement of indétéss by a company. Interest is paid at
normally at half- yearly intervals. Debentures acg part of the share capital of a company an
holders are not members of the company. A debertalder is a creditor of the company. His inter:
debt of the company, payable irrespective of whethere are profits or not. Debenture interestas
deductible.

Debentures may be redeemable or irredeemable. Redde debentures maybe an appropriate source of
finance where a company’s needs are temporary.ed¥aable debentures must be redeemed by a fixeddate
within a given time period. Irredeemable deberduage repayable only in the event of some specified
contingency, such as the winding-up of a compargedault in the payment of interest.

Debentures may be secured or unsecured. Most tlebsrare secured by a charge on the assets of the
company. This charge may be fixed or floating.tHa case of a fixed charge, the security relatesifpally to

a particular asset or group of assets. The compangt permitted to dispose of the asset or assighout
providing equivalent security, or without the pragproval of the debenture holders.

The terms of the debenture and the rights and nsd#pifities of the parties involved are set outtie Debenture
Trust Deed. Matters outlined in this deed must @aplied with by the company. The Debenture Trused
will contain, amongst others, the following:-

(1) restrictions on additional lending

(2)  matters pertaining to the disposal of assetwloich the loan is secured

(3) insurance relating to the property on whioh lthan is secured

4) provisions relating to the retention of title de@efigroperties on which the loan is secured

In summary
Advantages
- Represents a good source of long term finance
- Providers of debenture capital have no direct wmewient in the day to day running of the company
(i.e. it does not affect the balance of power amutrol between existing shareholders).
- Interest is tax deductible
Disadvantages
- Debentures are normally secured on the fixed as$¢i® company

- Debentures may have restrictive loan covenant remgints built in to the loan agreement
- Debenture holders may force receivership / liquasabn the company in the event of non payment.

Marks Allocated

2 marks per advantage and disadvantage
2 marks for overall quality
10 Mark

\*2)
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Solution 7 (cont'd)

PART C

and solvency. This information is important to i@ and external users. Ratios provide useful imgrtights
but usually require further analysis and explamatiRatio analysis is enhanced when the information
comparable (e.g. when we are comparing like wka)li Ratio analysis is a good diagnostic tool tip lessess
the financial health of an organisation, therebgtding managers and users to identify areas whiigtnie

seen as strengths, or on the other hand, areamibht be causes for concern. They allow managestand

back from the details and zone in on key relatiggssthat highlight financial strengths or possibrces of
financial concern.

Marks Allocated

2 marks for the quality of the reasons in suppofttbe position taken
1 mark for overall quality 5 Nta
Total 25 Marks
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