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Candidates are required to calculate the payback in years and months for each project. 


	
	Project A
	 
	
	Project B
	 

	
	Annual 
	Cumulative
	
	Annual 
	Cumulative

	
	Cashflow
	Cashflow
	
	Cashflow
	Cashflow

	year0
	-44000
	-44000
	
	-33000
	-33000

	year1
	14000
	-30000
	
	11250
	-21750

	year2
	18000
	-12000
	
	9750
	-12000

	year3
	24000
	12000
	
	12000
	0

	year4
	8000
	20000
	
	16000
	16000

	
	 
	 
	
	 
	 



Project A Payback = 2 years and 6 months

Project B Payback = 3 years exactly.




Calculate the Annual Accounting Rate of Return for each project

Project A     £5,000 / £44,000  =  0.114     = 11.4 %

Project B     £4,000 / £33,000  =  0.121     = 12.1 %




Calculate the Net Present Value for each project using a discount factor rate  of 13%.

	
	Project A
	PV Factor
	NPV
	 Project B
	PV Factor
	 NPV

	year0
	-44000
	1
	-44000
	-33000
	1
	-33000

	year1
	14000
	0.885
	12389
	11250
	0.885
	9956

	year2
	18000
	0.78
	14097
	9750
	0.783
	7636

	year3
	24000
	0.693
	16633
	12000
	0.693
	8317

	year4
	8000
	0.613
	4907
	16000
	0.613
	9813

	
	 
	 
	4026
	 
	 
	2721





Candidates are expected to comment on their findings.

All of the projects give a positive net present value which means over time the projects will both give a return on their investment in real terms. 

Project A provides the best payback of 2 years and 6 months which is better than Project B at 3 years. projects.  

However when the Accounting rate of return is taken into account, together with the Net Present Value project B provides better returns.
It would therefore be a good idea to select Project B.


For Project A calculate the Internal Rate of Return to the nearest whole %.
[image: ]
[image: ]
The NPV closest to zero is 18%




When making capital investment decisions candidates are required to evaluate two factors that should be considered as part of the decision making process.  These include; motives, return, confidence and external factors.

Motives: - to begin with, firms must have a reason to invest.

· All firms have to replace worn out equipment
· To be competitive on costs, price and quality, firms may have to invest or risk losing customers to their rivals
· The availability of new technology may persuade firms to invest.  When technology becomes available, firms are often keen to use it if they can afford to
· Firms may wish to grow, to be more profitable or to increase their market influence.  Growth involves investment in more plant, equipment and other productive assets.
Return: - if firms have a reason to invest, they must then decide whether it is worthwhile.  There are three major costs.  Capital costs might be the cost of a new factory.  Opportunity costs are the foregone alternatives the investment funds might have been used for.  Direct variable costs include the running costs of the project.

Calculating the expected revenue is not easy.  Expected sales are hard to predict with accuracy because many factors affect them.  Sales can also be influenced by the price set by the business in the future and by rivals’ behaviour.

Business confidence: - may be influenced by a range of factors.  These include whether or not previous investment has been success, the state of the economy, the existing level of capacity and future order levels.

External factors: - can be direct or indirect.  High interest rates may directly affect the cost of investment.  If money, is borrowed the business will pay back more.  This can indirectly affect confidence.  Inflation could affect costs, revenue and confidence.  World affairs, such as problems in other economies, or rising exchange rates may make investment abroad seem less attractive.

Up to (4 marks) for evaluating any two factors that should be considered as part of the decision-making process.
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	Q 2
	Question
	Marks

	












	Candidates are required to prepare a report as to why the change is needed and what issues will need to be considered so that the change happens smoothly.

Reasons for change include: - freeing supervisors time up, resource efficiency and effectiveness, increases in costs, staffing levels, expertise, need to adopt new technology, influence of stakeholders.

Candidates need to understand why change fails and the causes of resistance.

Change fails because it fails to meet the expectations and targets of the proposers.  Top management is frequently unreasonable in its expectations and timescale, forgetting the process it went through when it decided to make the change.

Better answers can make reference to Kotter’s seven points.

1. The organisation had not been clear about the reasons for the change and the overall objectives
2. They had failed to move from talking to action quickly enough
3. The leaders had not been prepared for the change of management style required to manage a change
4. They had chosen a change approach that did not suit the business
5. The organisation had been prepared and the internal culture has resisted
6. The business had changed one part of the process and not considered the impact up or downstream
7. They had set the strategic direction for the change and then the leaders had remained remote from the change leaving the actual change to less motivated people
Candidates can also discuss resistance further and why people revisit.

· The people resisting don’t see what they are doing as resistance- they often see it as survival
· Resistance to change is a reaction to the way a change is being led
· People resist in response to something drastic
· Resistance protects people from harm
· In an organisation, resistance keeps me from saying, “Yes” to an assignment that I think will kill my career
· The better businesses are at seeing what causes resistance, the easier it will be to build support for our ideas
Credit will be given for relevant answers
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	Q 3
	Question
	Marks
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	Candidates are required to discuss in detail what issues should be addressed prior to entering into negotiations with Wellman.

This question is about planning for negotiation.
Candidates should consider the following to start with

· How much time is available for the negotiation?
· The skill base of the negotiating parties
· How skilled and experienced is your negotiating team?
· How skilled and experienced is their negotiating team?
Planning for negotiation involves:

· Forming a team
· Reviewing your own position and underlying interests
· Obtaining input and advice from key stakeholders
· Reviewing the possible positions and underlying interests of the supplier
· Developing some possible outline proposals which consider the needs and interests of both parties to use to start the negotiation rolling
· Identifying your BATNA (best alternative to a negotiated agreement)
· Determining any deadline when a decision must be reached
· Considering location
· Developing a plan for dealing with interruptions
· Setting an agenda
· Being prepared personally
Credit will be given for relevant answers


Candidates are required to evaluate what tactics you could use in the negotiation.  Tactics include: -

· Nice guy/hard guy: - you are faced by two people, one difficult to deal with and aggressive, the other softer and conciliatory.  The idea id that you become so afraid of the ‘hard guy’ that you make concessions to the softer negotiation.

· Add ons: - basic deal only is negotiated.  Everything also costs more money.

· Deadlines: - telling the other side the deal has to be completed by a certain time otherwise it is off.  The idea being to pressurise the other side into making a quick rather than the correct decision.
· Russian front: - two choices are offered, of which one is so bad that you choose the second, less awful option
· Empty larder: - ask for an explanation of any constraints in a deal.  Offer what you can within those constraints
Other answers can make reference to the balance of power in negotiations, does this reside with the supplier or buyer, negotiating objectives and whether to respond in kind or ignore the tactics.

Credit will be given for relevant answers.
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	Q 4
	Question
	Marks

	a)
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c)


	Candidates need to calculate the break-even point and draw a break-even chart showing the current position.

Break-even point = 

Break-even point = 

Break-even point = 43 units or trucks
                                                                                                 Sales revenue

                                                                   Profit                      Variable costs    
                                Break-even point
       Cost (£)
                                   Loss


          600,000                                                                               Fixed costs




                     0
                         0                                             43

                                           Output (units)


(2 marks) are available for drawing the chart and adding values and the remaining (2 marks) are available for labelling the chart correctly.

Candidates are required to explain what is meant by direct costs and indirect costs

Direct costs: - are costs that can be identified with specific costs units.  The main examples of these are direct materials and direct labour.  For example, the cost of repairing a machine are costs of spares and technician’s time.

Indirect costs: - are overhead costs that cannot directly be measured in respect of each particular unit of output.  Thus energy usage and rent would be examples here.


Candidates are required to analyse how the company can raise £300,000 for the project.  They also need to take into account that credit is poor and they have large debts.

Answers should consider external and internal sources of finance.

Internal sources of finance include the following: -

· Retaining profits in the business instead of distributing to shareholders
· Reducing stock levels so less cash is tied up in inventory
· Tighter credit control by not allowing customers to go over limits and pay before the situation arises
· Delaying payment to creditors means cash is retained in the business for longer, but can result in credit being withdrawn or refusal to supply
External sources include: -

· Bank loans but this might be difficult due to large debts
· Finding an investor in return for a percentage of the business
· Government grants
· Mortgages by re-mortgaging the business against the freehold property
· Selling shares in the business
· Sale and lease back arrangements where they sell the land that the plant is situated on and then agree to lease it back
· A bank overdraft being increased, but this might be difficult considering the high level of debt
· Family and friends if you are very lucky
· Debt factoring where external organisation collects debts from creditors in return for a fee.
Credit will be given for relevant answers.
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	Q5
	Question
	Marks

	5 a 
	

Outline some types of sponsorship and what an organisation could hope to achieve by spending money on sponsorship.


The student should outline types of sponsorship:

· Programme sponsorship - TV, films, product placement
· Arts sponsorship - Venues, events/exhibitions, competitions, commissions, 
· Sports sponsorship - Teams
· Sponsorship of events - Single, series
· Sponsorship  of individuals - David Beckham, Michael Jackson
· Social sponsorship - Promoting ethical credentials 


The student should outline some potential benefits, these include:
Increased awareness of products and services
Build an image
Improve or maintain relationships
Increase sales and open closed markets
Attract distributors or agents
Promotional opportunities
Cost effective for reaching a large audience
Impact of sponsorship programme can be measured


	








4 marks








4 marks




	5 b
	
You are joining a new Swansea based team about to enter the British Motorcycle Motorcross Championship.  You have been asked to develop a strategy in order to gain sponsorship to fund the team in the next season.  Describe your process and strategy to the team principal. (It would be appropriate to use the S.O.S.T.A.C model).


The student should use the S.O.S.T.A.C. model and discuss the steps
 S -	situation analysis (where are we now)
	How much money have we got, what can we offer
.O -	objectives (where do we want to go?)
How much money do we need to run the team
Who can we target
.S -	strategy (how do we get there?)
	Develop sponsorship plan, costings/benefits
Size of target audience, TV/press coverage etc
.T -	tactics (the details of the strategy)
	Review potential sponsors and their history
	Contacting routes, direct or through agency
.A -	action (putting the plans to work)
	Approaches, explaining potential benefits
.C -	control (monitoring and review)
	Success of gaining sponsorship
	Working with the sponsor to monitor the impact of the sponsorship
Extra marks will be awarded when problems of sponsorship are identified and discussed with potential sponsors.



	





















9 marks


	5 c 
	
Explain how a sponsorship arrangement can be expanded to include other elements as part of the marketing mix.
The sponsoring organisation would wish to gain maximum benefit from the sponsorship arrangement. Examples of potential additional benefits and publicity include.
i) Merchandising. The potential to gain revenue and provide fans with branded goods
ii) Sample distribution. The option to give product away or provide  discounts to customers engaging in the activity.
iii) There is a possibility to link the events in with wider advertising such as Outside advertising, magazine and internet advertising.
iv) Corporate publicity and entertainment, such as competitions to win tickets of meet the sponsored persons.
v) Expand the impact by involving wider media interest, such as getting celebrities to join in events etc.
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	Q6
	Question
	Marks

	
	
	

	6 a
	
Many motorsport team bosses describe team working as an essential ingredient of a successful motorsport company.
A new team is to be established to run a vehicle in a new one make prototype sports car series.

a) Explain the stages in the formation of a team and why it is important in motorsport.
Students should refer to Tuckmans model. Esp for M’sport as unusal working hours, seasonal working, pressure and stress. Therefore trust/camaraderie is important etc.

Forming
Storming
Norming
Performing
Mourning




	






















4 marks


	
	
	

	6 b 
	
Good leadership is an important part of establishing and running a motorsport team. Evaluate the traits and style that could be appropriate for the head of a motorsport company in the following situations.
The students will discuss and expand upon:

i) Vehicle development and testing		
Leave the engineers alone to develop the vehicle
Encourage innovative thinking and practices
Empower snr members of the team and stand back
Judge progress with objective measures. Such as lap times and lap time improvement v cost.

ii) Arranging sponsorship funding		
As figurehead get involved.
Charismatic and energetic.
Ability to juxtaposition to potential sponsoring organisation and individual
Communication and presentation skills


iii) Practice and the race weekend	
In the public eye, presentation all important
Innovation has finished, now is the time for established systems and discipline.
Authoritarian approach. Just do it.
The outcomes are usually a result of repetitive practice and discipline – pit stops, vehicle data analysis, maintenance procedures etc.
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5 marks







5 marks

	6 c
	b) The student should describe two models of motivation possibly from the following models

	Maslows Hirachy of needs

Basic- Physiological / Physical
Safety / Security
Social / belonging
Self Esteem
Self Actualisation


	Hertzbergs – two factor theory

· Some factors in the workplace control job satisfaction
· If these factors are not present there will be no job satisfaction
· Other factors in the workplace control job dissatisfaction
· If these factors are not correct there will be job dissatisfaction
· Motivators control the level of job satisfaction
· Hygiene factors control the level of job dissatisfaction
The student should offer examples of motivators and hygiene factors

	Expectation theory

Expectaions
Of
Satisfaction
Performance
Reward
Satisfaction
Objectives
Ability
Perceived
Equitable
Reward



The student should identify techniques that apply to the whole team that may include:
· Clear (smart) objectives and goals for the team
· Improved working environment, 5 s’s etc
· Openness and Confrontation
· Support and trust to/from all
· Co-operation and conflict
· Sound procedures and practices – both technical and administrative
· Appropriate leadership – style, including motivational speeches
· Regular review – and team feedback
· Sound relationships with other teams
· Play - Let the team play together (and boss pays for it)

The student should identify that different individuals have different motivators and that they will respond to alternative techniques, ideally using examples, techniques recommended could include :
· Incentives - Money, benefits, bonuses, holiday
· Enthuse - Encourage, praise, back patting
· Progress - Demonstrate progress made to a goal. Or progress made away from nasty stuff
· Big picture - Let them see the full picture and where they fit in
· Personnel goals - Link tasks and training with the individuals goals
· Ownership - Define responsibility, offer autonomy
· Recognition - Allow people to obtain recognition for work
· Importance - Explain the significance of the task
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	Q7
	Question
	Marks

	

	
	

	7 a 
	
Orange Donkey should ensure the concept is a trade secret to keep the development from competitors.
A non-disclosure agreement, NDA,  is commonly used to protect a trade secret when one of the parties is not part of the company owning the trade secret.
Employees will have signed NDAs
For example, a potential supplier may be provided with details about a company’s future product because the designs should not  appear before  the product hits the market. The designer will be asked to sign an NDA to ensure that details of the product (trade secret) will not be prematurely disclosed.
OD may source components from a variety of sources so that no supplier gets an overview of what they are doing.

	











5 marks

	7 b 
	
Develop a strategy to protect the following vehicle aspects, explain your reasoning, the process involved and any potential concerns.


a. Logo = trademark
A trademark is a distinctive symbol that traders use to identify their products. 
The nature of a trademark may vary; it may be a symbol, word or picture. Trademarks may even extend to distinctive styles and color in packaging. There is no time limit providing the trademark is in use.


b. Design = copyright
. Copyright originally applied to the written word and was designed to protect the copyright owner by giving him or her “the exclusive right to reproduce, distribute, perform, display, or license their work”. Copyright lasts for the lifetime of the owner plus 50 years (70 years in the UK but 50 for sound recordings and broadcasts).
Copyright includes Visual works: statues, paintings, graphic works including engineering drawing, wheel styles, body shapes etc


c. Novel transmission for Kinetic energy recovery = patent
Needs to be novel 
Needs to contain an “inventive step”
Needs to be non-obvious to “one practised in the art”
Needs to be capable of industrial application

· Steps 
· Make sure there has been no disclosure
· Establish novelty – patent/literature search
· Establish who owns what – review any contractual or collaborative elements
· Produce full specification, drawings, sequences etc, usually with help of patent agent
· File at UK Patent Office
· After 12 months – add any further information/evidence and file PCT (international application)
· At 18 months patent is published
· After 30 months – international phase – requires translations and fees
· A patent usually lasts 20 years
· Granted on the basis of geographical region
· Kept active by paying annual fees
· Patent holder can prevent anyone else from using the technology


	






6 marks












6 marks





















8 marks



	 
	
	





image1.emf
Present Value Factors  

Rate   12 %  13 %  14 %  15 %  16 %  17 %  18 %  19 %  20 %  

Year           

0  1.000  1.000  1.000  1.000  1.000  1.000  1.000  1.000  1 .000  

1  0.893  0.885  0.877  0.870  0.862  0.855  0.847  0.840  0.833  

2  0.797  0.783  0.769  0.756  0.743  0.731  0.718  0.706  0.694  

3  0.712  0.693  0.675  0.658  0.641  0.624  0.609  0.593  0.579  

4  0.636  0.613  0.592  0.572  0.552  0.543  0.516  0.4 99  0.482  

 


image2.emf
PV% NPV PV% NPV PV% NPV PV% NPV

13 17 18 20

year0 -44000 1 -44000 1 -44000 1.000 -44000 1.000 -44000

year1 14000 0.885 12389 0.855 11966 0.847 11864 0.833 11667

year2 18000 0.78 14097 0.731 13149 0.718 12927 0.694 12500

year3 24000 0.693 16633 0.624 14985 0.609 14607 0.579 13889

year4 8000 0.613 4907 0.534 4269 0.516 4126 0.482 3858

4026 369 -475 -2086
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Candidates are required to calculate the payback in years and months for each 
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Project B Payback = 3 years exactly.


 


 


 


 


 


Calculate the Annual Accounting Rate of Return for each project
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Q 1  Question  Marks  

a)                                                 b)                  Candidates are required to calculate the payback in years and months for each  project.        

 Project A      Project B     

 Annual   Cumulative   Annual   Cum ulative  

 Cashflow  Cashflow   Cashflow  Cashflow  

year0  - 44000  - 44000   - 33000  - 33000  

year1  14000  - 30000   11250  - 21750  

year2  18000  - 12000   9750  - 12000  

year3  24000  12000   12000  0  

year4  8000  20000   16000  16000  

              

  Project A Payback = 2 years and 6  months     Project B Payback = 3 years exactly.           Calculate the Annual Accounting Rate of Return for each project     Project A     £5,000 / £44,000  =  0.114     = 11.4 %     Project B     £4,000 / £33,000  =  0.121     = 12.1 %                                        4  marks                     3  marks        

