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INSTRUCTIONS TO CANDIDATES:

TWO Questions must be attempted
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QUESTION ONE 

Researchers examining the growth, death and distribution of new and small firms have used VAT registration and de-registration data.

(a)	Is VAT data an appropriate source of information for examining changes in the new and small firms sector?
30 marks
(b)	What other forms of published data are more useful in examining the growth and distribution of small firms?
20 marks

QUESTION TWO

What is a ‘small firm?’ Critically examine the definitions used by researchers and policy makers,		 							   50 Marks

QUESTION THREE

Why is the encouragement of small firms important?			 
  50 marks

QUESTION FOUR 

Is it possible to predict which existing small firms are likely to grow?  
50 marks

QUESTION FIVE

What policy options present themselves as appropriate to the encouragement of small firms?										50 Marks
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BABS Business Studies
Small Business Management Examination 2008
MARKING GUIDELINES

QUESTION ONE

(a) A major issue in identifying the level of new and small firm activity is the appropriateness of sources. Candidates are required to discuss and criticise the use of VAT registration data including  - inter alia - changes in threshold, VAT exempt, it’s use for purposes other than tracing new firms, number of firms likely to register etc. (b) An alternative indicator is limited company registration data which is also deficient – pre-registration, post founding registration, size etc; in addition national insurance registration and tax registration have the same problems; additionally the small business survey published by ONS and the advantages of self generated data.

QUESTION TWO

Answers should address and criticise the different sources. A starting point is the two definitions used by Bolton (CMND 4811), their usefulness in setting the scene and subsequent criticism. Further definitions (Uncertainty, Innovation, Evolution), independence etc. grounded definitions and other statistical definitions used by the EU, the Banks, the Companies Acts and other sources. Description and criticism of their relevance is required.

QUESTION THREE

New and small firms are central to the modern economy. There is any number of reasons given for the importance of small firms. Research has shown that new and small firms are creators of employment (the Birch Report 1979 was the first research to identify this), provide external economies, are sources of competition, have a seedbed function, are innovative and offer wider choice. In addition, small firms are central to the causal chain of economic development, but above all in the words of the Bolton Report (1971 CMND 4811) drive the “prevention of ossification.”  Students are expected to identify these important roles and describe them. However, since so much positive influence is claimed for small firms, students should concentrate and explain the major factors, including employment, competition and external economies; although there may be differences in emphasis from students.

QUESTION FOUR

This question is based on the “picking winners” theory. Research suggests that only some 4% of any distribution of new firms (however so defined) survive and grow; these firms display certain characteristics, including inter alia innovative products, are professionally managed, have a large market footprint, are self funded, operate an organic structure etc) which must be described and why they matter. 

QUESTION FIVE

This is a ‘catch all’ question. Policy issues need to be described, especially financial and would include references to the Macmillan Gap and subsequent policies to remove the gap; schemes to encourage training, the need for management, marketing and so on. Descriptions and criticism of past and present schemes (Enterprise Initiative, development agencies etc). This question requires candidates to suggest ideas that they think might be appropriate, remembering the importance given to the small firms sector. 

Dr John Ball
February 2008

Faculty Ref:			
image1.jpeg
m SWANSEA METROPOLITAN UNIVERSITY
2
PRIFYSGOL FETROPOLITAN ABERTAWE




