Specification Topic: Productivity

Q1
Fill in this table describing these types of business growth:
	
	Description
	Advantages
	Disadvantages

	

Organic
	
	
	

	

Forward integration
	
	
	

	

Backward integration
	
	
	

	

Horizontal integration
	
	
	

	

Conglomerate integration
	
	
	



Q2
Read the following text.  Re-write the commentary, explaining why some mergers are characterised by a loss of efficiency and shareholder value.

Why some mergers can boost economic efficiency and lead to higher returns for shareholders
“This is most likely to occur where information is distributed evenly between directors of the two firms about to merge, and each has a clear picture of how the other performs.  The firms should have clear objectives, and a rationale for integrating their business.  Economies of scale should be easy to capture, and there are effective plans put in place to manage diseconomies of scale and x-inefficiencies that arise in the bigger, merged, business.
Human behaviour factors are important to consider. A merger is most likely to be judged a success when it leads to a long run improvement in a firm’s value and efficiency – not when the merger is driven by the egos of managers chasing a bonus, or the prestige a merger might bring.  And gains for consumers are most likely to be realised if the firm’s employees are well managed and also see some gains through the merger process”.


Q3
Define the term labour productivity

Q4
Which of these three firms has:
· [bookmark: _GoBack]the highest labour productivity
· the lowest unit labour costs
	 
	Output
	Employees
	Labour productivity
	Wage bill/month
	Unit labour cost

	Firm A
	12000
	30
	
	£190,000
	

	Firm B
	6000
	12
	
	£100,000
	

	Firm C
	3600
	8
	
	£62,000
	



Q4
Why might a firm’s labour productivity figure fail to fully and accurately measure the rate to which productivity is rising or falling through time?
