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DCU APPLIED BUSINESS WORKSHOP 
 
Compulsory Section 
80 marks (20%) 
 
In Leaving Cert 2018 students will be examined on Units 5, 6 and 7 
: In line with previous trends it is advisable to concentrate on particular Higher Level 
areas 
 
  

There are three questions based on a given passage. 

You must state your point, expand the point and relate it to the 

text. 

ALWAYS REFER TO THE PASSAGE 

 

WATCH OUT FOR THE WORD DISCUSS OR THE OUTCOME VERB EVALUATE 

 

 

NB. Students should read the three questions and note the allocation of marks 

before reading the text  

 

20 marks = 8 minutes 

30 marks = 12 minutes 

40 marks = 16 minutes 

Allow 4 minutes to read the passage 

 

 

Answers should always be planned and relevant course material should be jotted 

down in a roughwork section e.g listing the characteristics of an environmentally 

conscious firm or the features of debt and equity  

MORE LIKELY TOPICS 

Unit 5 

• Market research types and purpose 

• Market segmentation 

• Marketing Mix 
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• New Product Development 

• Promotional Mix 

• Reasons for Business Expansion 

• Debt and equity funding 

• Challenges of setting up a new business 

• Business plan 

 

UNIT 6 

• Services of a community development agency 

• Social and Economic benefits of Community Development 

• Economic variables and impact on the BUSINESS 

• Impact of business on the local and national ECONOMY 

• Social Responsibility of business towards STAKEHOLDERS 

• Types of Business Organisations advantages and disadvantages 

 

UNIT 7 

• The EU decision making process and the impact on a business 

• Changing nature of the International economy and its impact 

• Opportunities and Challenges of engaging in International trade 

• Global Marketing mix 
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Harrys hand made chocolates 

 

Harrys Hand Made Chocolate has been making deliciously smooth and creamy 
handmade Irish chocolate since 2014. The company was founded by Harry Roche, a 
Master Chocolatier and a man with a passion for his art. His vision was to create 
chocolate as it should be - mouth watering, melt-in-the-mouth magic that is made 
with only the purest, freshest, natural ingredients. 

Today, Harrys Hand Made Chocolate employs a team of 20 employees who share 
that passion for producing heavenly hand made chocolate. Harry realises that in the 
dynamic business world constant innovation is key to survival. For this reason his 
team have put together a range of ideas for new products. After reviewing the 
various ideas it was decided to go with a new dark chocolate bar. 

The unique selling point was the great taste of this low calorie bar. A cost evaluation 
was prepared into the viability of the new bar using breakeven analysis. A new 
feature to reduce sugar levels was added to the sample product. A group of 
transition year students at the local secondary school were chosen to trial the 
product and following a few minor tweaks the product was launched in January 
2017. 

Harry knows that going forward social responsibility is increasing in importance even 
for small and medium sized indigenous enterprises. He pays his staff a basic rate of 
€13 per hour and has a weekly meeting with team leaders for feedback. He believes 
in building strong relationships with his suppliers and always settles his outstanding 
bills within 30 days. Harry personally deals with the limited number of customer 
complaints and always investigates legitimate cases. He has recently refurbished the 
factory to become more energy efficient. He believes in openness and transparency 
when dealing with his investors at all times 

Harry is looking to export his products across the European Union and the vast single 
market that it offers. He is aware of the cost savings associated with large scale 
production. He wants to safeguard the businesses future by not relying solely on the 
domestic market. 

Irelands green reputation should boost the companys chances of overseas success. 

However Harry is aware of the challenges of low cost producers in the European 
Union. He is aware of the currency fluctuations associated with Brexit and the extra 
distribution costs of getting the goods to market. He also knows that his team must 
boost language skills and develop a smooth payment collection system but is 
optimistic of overcoming these problems. 

 

(A) Outline the stages involved in the product development process of Harrys 
hand made chocolates new dark chocolate bar (30) 

(B) Outline the use of social responsibility by Harry towards his stakeholders in 
the above passage. (25) 
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(C) Evaluate the opportunities and challenges faced by the company as it enters 
International markets (25) 

 

Answer 

Idea generation 

This is the search for all possible products that could be offered to the consumer.  
Several ideas gathered should eventually lead to a few good ones.  Brainstorming is 
often used.  This means forming a think tank of employees from a cross section of 
the firm.  The session, which is often held “off-site”, must produce definite ideas 
before it is concluded.  

This is an efficient, methodical way of finding ideas for new products and services 
and can come from internal or external sources. 
For this reason his team have put together a range of ideas for new products 
 

 

 

2) Screening ideas 

At this stage they eliminated unsuitable ideas and concentrated on those with the 
greatest potential.  Screening eliminates poor ideas as early as possible and 
concentrates on turning good ones into profitable ones. 

 

After reviewing the various ideas it was decided to go with a new dark chocolate 
bar. 

 

         

3) Concept development 

This means that a product must be put together in a meaningful manner for 
consumers.  It must satisfy consumer needs and wants and be in some way different. 

A unique selling point is highlighted to distinguish the product from the rest. 

 

The unique selling point was the great taste of this low calorie bar 

 

4) Feasibility study 

The firm looked at the impact of the product on the area of costs , revenues and 
profits.  The demand for sales was forecasted and contribution and breakeven point 
were established. Can the product be made successfully. 
The feasibility study takes place after the concept development phase and 
investigates how viable it will be to produce the product in terms of production, cost 
and profitability. A feasibility study is an investigative report into the potential and 
profitability of a business idea. 
A cost evaluation was prepared into the viability of the new bar using breakeven 
analysis. 
 

http://images.google.ie/imgres?imgurl=http://www.thewhiskyexchange.com/Site_Data/thewhiskyexchange_com/manufimages/jameson_logo.gif&imgrefurl=http://www.thewhiskyexchange.com/P-2874.aspx&usg=__X0VRO1TKi8JRGpdTcX7XCcdi48U=&h=103&w=190&sz=4&hl=en%20
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5)  Prototype development 

 is the creation of the first working model/mock-up/sample of a new product/producing an 

update/improvement of an existing product. 

This cycle is the only method for refining the original design to create a fully 
functioning product. 

At this stage the original of the species is put together in a form suitable for testing  

It is important that the idea and design can be “married “ into a product suitable for 
the consumer The prototype must be suitable for full-scale production so testing is 
carried out. It is a lengthy and expensive phase 

It is important to develop a prototype for test marketing. 

 

 

A new feature to reduce sugar levels was added to the sample product.  

 

(B) 

Business has responsibilities to the following: 

Investors 
• To act in accordance with its Memorandum and Articles of Association 

• Provide a fair return on the investment by shareholders 

• Avoid excessive payments to senior management 

• To present a true and fair view of the financial performance and standing of the  
business and maintain a proper set of accounts. 

He believes in openness and transparency when dealing with his investors at all 
times 

 

Employees 
• Adhere to Employment Law, Health and Safety Regulations etc. 

• Pay a fair wage to all employees 

• Provide a safe working environment 

• Treat employees with dignity and respect/no discrimination 

• Provide equal opportunities for promotion, pay etc. to all employees. 
 
 
He pays his staff a basic rate of €13 per hour and has a weekly meeting with team 
leaders for feedback 

 

Customers 
• Fair and honest advertising of its product 

• Abide by health and safety regulations; products must be safe.  

• Goods must be of merchantable quality, match their description, fit for purpose etc.  

• Uphold the right of the customer to complain and to investigate such complaints 

• Good after-sales service  

• Charge a fair price. 
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Harry personally deals with the limited number of customer complaints and 
always investigates legitimate cases 

 

Suppliers 

• Always pay them on time 

• Always give adequate notice when placing an order 

• Use a fair tendering system going for the best quality based on the price 
charged 
 
He believes in building strong relationships with his suppliers and always 
settles his outstanding bills within 30 days 
 

 

Society 
• To be environmentally conscious; to implement environmentally friendly business 

practices 

• Co-operate with government offices e.g. EPA 

• Openness and transparency  

• Recyclable packaging, clean manufacturing, sustainable development 

            
        He has recently refurbished the factory to become more energy efficient. 
 
(C) 
Access to bigger Markets  
Export markets provide a larger potential market for a firm and provide an 
opportunity to increase sales and profits.  
Harry is looking to export his products across the European Union and the vast 
single market that it offers 
 
Economies of Scale  
An economy of scale reduces cost per unit as a firm increases in size i.e. reductions in  
costs that come from buying, producing and selling in large quantities.  
He is aware of the cost savings associated with large scale production 
 
Reduced Risk  
By diversifying into a new market a firm is spreading its risk making it less dependent 
on  
one market.  
 He wants to safeguard the businesses future by not relying solely on the domestic 
market 
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Competition 

Traditionally the Irish government would have protected the “infant” industry from 
the full force of competition through trade barriers.  Deregulation of EU markets 
means that only competitive firms will survive and this may affect employment here. 

 

However Harry is aware of the challenges of low cost producers in the European 
Union 

 
Development of Human Resources 

Training and development programmes will have to be introduced as apart from the 
highly competitive markets (in which strikes would have serious implications), we 
also have language problems, marketing changes and the introduction of technology 
to deal with. 

 

 He also knows that his team must boost language skills 

 

Currency Fluctuations 

A large portion of our trade is with the UK and the US and therefore we are 
susceptible to changes in the exchange rate which can add to profits or erode profits 
e.g. €50 = £31.50 in 2006 but in 2017 €50 = £43.50 

 

He is aware of the currency fluctuations associated with Brexit 

 

 

 

 

 

 
 
 

 
 

 

 

 

 

 

Challenges to Irish business in International trade 
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Sample Question 

Clichy chocolates 

Gail Clichy set up her hand made chocolate making business in 2000. She had 

worked as a chef in Belgium for 5 years and also worked part time in the renowned 

“Pascal” chocolate museum and quickly developed an enthusiastic interest in the 

industry. 

Clichy chocolates now have 35 employees and have an estimated 28% of the Irish 

handmade chocolate business. The business has reached a crossroads and Gail 

realises that the next expansion decision will be the most crucial to date. The firms 

financial controller has advised her to fund the business by inviting investors to take 

an equity stake in the business. She is reluctant to dilute control of the company that 

she founded but realises that extra funding is necessary. She is also looking at a long 

term bank loan and realises that interest , full capital repayment and the provision of 

collateral are the extra problems associated with keeping full control of the business. 

 

Gail is anxious to expand the business for commercial reasons but realises that her 

attitude towards key stakeholders will have to change if she is to succeed in a 

dynamic business world where social responsibility is becoming ever popular. 

Clichy Ltd has up to now paid the statutory minimum wage to all factory operatives. 

She has had problems with suppliers due to her failure to adhere to the agreed 

credit terms. The customer complaints are dealt with by Gail on an individual case 

basis but there is no specific policy in place. Despite her success as an entrepreneur 

she has been reluctant to contribute to the local community. After all she sees her 

long term markets as being primarily overseas. 

Gail has drafted a strategic plan which maps out a blueprint for developing foreign 

markets over the next 5 years. The enlarged EU market is ideal for growth and 

expansion and customers in developing economies look for a greater variety of 

goods. The firm should have improved stability as it can spread the risk and is not 
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depending on the small domestic market. On the down side there will be greater 

costs involved and a lack of familiarity of foreign markets. She also will have to train 

her marketing people to cope with the new challenges posed by an overseas market 

 

(A) Discuss the arguments for and against the funding of an expansion by Debt 

.Use relevant information from the text to support your answer (30) 

(B) Illustrate how Clichy Ltd can become more socially responsible towards its 

main stakeholders. Use relevant information from the text to support your 

answer (20) 

(C) Outline the main opportunities and challenges facing Clichy Ltd when it 

expands into foreign markets. Use relevant information from the text to 

support your answer. (30) 

 
 

Sample answer 
For 

 
If the company wishes to protect the control of the firm i.e. who makes the decisions 

(remember issuing more shares dilutes control as the new shareholders each have a 

vote) Gail would remain in charge of running her company 

 

She is reluctant to dilute control of the company 

 

If the company borrows heavily and puts the debt to good use generating plenty of 

profits and cash then it will have been worthwhile e.g. launching a brand new 

invention or expanding into lucrative markets. Lack of finance would impede the 

business expansion. 

 

but realises that extra funding is necessary 

 

Against 
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Fixed interest payments reduce profits and this reduces dividends which would not 

please the shareholders. Interest is also an expense that drains resources from the 

business 

She is also looking at a long term bank loan and realises that interest puts firms 

under pressure 

 

High debts and poor dividends will have a negative impact on the value of the 

company and this also has an adverse effect on shareholders. Bank loans weaken the 

Balance Sheet from a financial analysis point of view. 

 

      full capital repayment and the provision of collateral are the extra problems        

associated with keeping full control of the business. 

 

 

 

(B) The main improvements are 

Employees 

Are one of a firms greatest assets and must be nurtured to bring out their best. This 

should include paying well above the minimum wage. The firm should offer 

improved terms and conditions to all employees 

 

Clichy Ltd has up to now paid the statutory minimum wage to all factory operatives 

 

Suppliers 

The firm should develop a strong trusting relationship with the suppliers on whom 

the firm depends on. This should include settling debts within reason i.e. 30 days. 

The firm should adhere to a fair tendering process when engaging with potential 

suppliers 

 

She has had problems with suppliers due to her failure to adhere to the agreed 

credit terms. 

 



APPLIED BUSINESS QUESTIONS 

 

11 | P a g e  

 

 

 

 

Customers 

All business depends on consumers for its lifeblood i.e. revenue. Firms are set up to 

satisfy the needs and wants of customers for a profit. It should try to eliminate all 

conflicts with customers. A proper after sales service should exist to deal with 

complaints. 

 

The customer complaints are dealt with by Gail on an individual case basis but 

there is no specific policy in place. 

 

Society 

It is good practice for successful firms to give something back to the people of the 

local area for enduring hardships such as traffic etc. This could be in the form of 

sponsorship. The firm could work with the local community council and offer advice 

and funding for local projects. 

 

Despite her success as an entrepreneur she has been reluctant to contribute to the 

local community. After all she sees her long term markets as being primarily 

overseas. 

 

(C) The main opportunities are 

Allows growth and expansion 

Irish firms may be operating in a saturated market with a small population. The 

massive single European market is the ideal expansion ground. 

 

The enlarged EU market is ideal for growth and expansion 

 

Greater choice and variety 

There are many developing markets in Europe where consumers are enjoying 

greater prosperity and are looking for a greater variety of goods (including hand-
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made chocolates. These markets can be targeted with high quality Irish 

confectionery 

 

customers in developing economies look for a greater variety of goods 

 

Greater stability for the firm 

The firm will not rely wholly on the domestic market and can spread the risk      
across several markets across Europe. This helps to safeguard the future 
especially with outside threats like Brexit impacting trade with Britain 

 
The firm should have improved stability as it can spread the risk and is not 
depending on the small domestic market. 

 
 
The main challenges are 
 
Lack of familiarity with market 
 
The main challenge is satisfying the needs and wants of customers in a different 
country with different customs and cultures than Clichy is used to. Greater 
knowledge of the market is required 
 
a lack of familiarity of foreign markets 
 
Extra costs 
 
The firm will incur extra costs at all stages including translation costs, research costs 
and distribution costs. A different channel of Distribution may be needed adding 
costs through intermediaries. 
 
there will be greater costs involved 
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Fitgen Ltd 
John McHugh set up his agricultural machine parts business in 2015.  He specialises 

in a product of his own invention the “silosafe” which is an accessory that improves 

farm safety.  He is worried about costs and their effect on profits.  In 2016 he expects 

to produce 100,000 units of the “silosafe” product.  The fixed costs are expected to 

be €1m and the selling price per unit will be €55.  Variable cost per unit is expected 

to be €30. 

Fitgen Ltd is an indigenous Irish firm and is wholly owned by the McHugh family.  It 

employs 120 full time staff, most of whom live within a 5 kilometre radius of the 

factory.  The firm sources its raw materials ,where possible ,in Ireland.  Fitgen also 

sponsor the local Gaelic football team and give generously to a range of local 

charities.  As John was made redundant in 2009, when the major Transnational in 

the area moved its operations to Asia, he believes in promoting an enterprise culture 

in the local region at all times. 

John is very enthusiastic about European Enlargement and the accession of 13 new 

countries.  He feels that a market of 500 million people will open up new 

opportunities for his company.  Fitgen Ltd are finding it difficult to fill vacancies in its 

factory and feels that enlargement may ease the shortage of labour in Ireland.  

John’s brother Liam feels that Fitgen Ltd should set up a base in Poland.  He feels 

that a lower wage cost, its geographical location and the impending mechanisation 

upgrades in agriculture are all influencing factors.  John and Liam are both 

researching the opportunities presented by EU enlargement. 

(A) Calculate Fitgen Ltd’s break-even point for the “silosafe” product and its 

margin of safety. 

(25 marks) 

(B) Outline four characteristics of an indigenous Irish firm that you 

recognise in Fitgen Ltd.  Refer to the text in your answer. 

(25 marks) 

(C) Outline how Fitgen Ltd can take advantage of an enlarged European 

Union.  Refer to the text in your answer. 

(30 marks) 

Solution 
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(A) The formula for break-even point is 

 Fixed costs  

 Selling Price per unit – Variable cost per unit  

 = 

€1m 

€55 – €30 
 = 

€1m 

€25 
 = 

   40,000 units 

This is the level of output at which the total costs and total revenues are equal. 

Margin of safety is the number of units by which the firm can reduce 

production before it makes a loss.  Formula is 

Present Output  - Break-even 

point 

100,000 – 40,000 =60,000 units. 

 

(B) Fitgen Ltd has the following characteristics of an indigenous Irish firm. 

• It is owned and based in Ireland 

This firm is not a multinational and is owned by Irish people who are 

based in Ireland. It is a native business. 

“The firm is wholly owned by the McHugh family” 

 

• It gives employment in its immediate area 

Indigenous firms boost the wealth generating capacity in the 

surrounding area and the wealth is usually kept in the area. 

This reduces unemployment and reduces emigration levels. 

“It employs 120 full time staff most of whom live within a 5km radius 

of the factory” 
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• It engages in sponsorship and is involved with the surrounding area. 

Indigenous firms tend to give back to the local community and are 

loyal to their own country. Spending money on local voluntary 

organisations improves the quality of life in the region. 

“Fitgen Ltd sponsors the local Gaelic football team and gives 

generously to most local charities.” 

• Its owners promote an enterprise culture in the area. 

Unlike the Transanational which left the area, Enterprising locals 

encourage various forms of innovation in an area. 

John believes in promoting an enterprise culture in the local region 

at all times. 

(c) 

Fitgen Ltd can take advantage of an enlarged European Union as follows 

• It opens up new markets 

The firm can benefit from large-scale production as the thirteen new 

members are potential export markets.  It can increase its output. 

“He feels that a market of 500 million people will open up new 

opportunities for his company” 

• It will ease labour shortages in Ireland 

Firms in manufacturing such as Fitgen Ltd should benefit from a 

greater pool of employees as enlargement should increase the supply 

of labour in their area. 

“Fitgen Ltd are finding it difficult to fill vacancies in its factory” 

• It allows expansion and lowers the cost base. 

Liam wishes to expand into Poland, which has an average wage of just 

€4 per hour.  These would lower costs and its geographical location 

means cost savings in transport. 

“He feels that a lower wage cost and its geographical location would 

benefit the firm. 
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• Improvements in technology and productivity  

The new member states ( 2004 and 2007) have a low cost of labour 

but also have reasonably low productivity.  European Union funding 

will aim to improve efficiency by promoting the mechanisation of 

farming and industry. 

Fitgen Ltd is well placed for the “impending mechanisation upgrade 

in agriculture” 

 
 

                                   

Mo Jalone 

The Mo Jalone new range of innovative fragrances has just arrived in the more 

exclusive Irish department stores. This UK cosmetic brand targets the evergrowing 

pampering market whereby the consumer works hard and therefore can afford the 

luxurious range of tantalising beauty products on offer. The unique selling point is 

the focus on fragrance combination. The brand is already associated with 

consistency and superb quality. It has a distinguishing mark that has already 

achieved market standout. 

The firm focuses on exceeding the consumers needs and wants The launch of each 

new product in the range has been facilitated by the success of previous ones. The 

products are tailor- made for the needs of each individual customer. 

 The UK parent 

company are looking at the idea of setting up Mo Jalone outlets and are keen to 

expand this tried and tested model through a limited number of franchise outlets. It 

is an effective way for a UK firm to use local knowledge to help to penetrate the Irish 

market. The Company plans to lend its considerable bank of knowledge and 

experience to would be entrepreneurs. The company can benefit by cost savings 

from large scale production. The established business systems used in the UK would 

be maintained by each franchisee. The parent company would collect a start up fee 

and a royalty on sales but would allow individual franchisees to deal with the daily 

activities of running the outlets. 
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The parent company has chosen Ireland as a location due to its similar tastes 

,customs and cultures as our near neighbours. Currency fluctuations between the 

Euro and Sterling are, however, a potential problem. The firm realises that problems 

such as the language barrier, the distance factor and barriers to trade between 

countries would prove to be a greater obstacle. The Mo Jalone brand sees an Irish 

economy that has experienced unprecedented economic growth as an ideal starting 

point before joining a global stage. 

 

(A) Analyse the components of the Marketing Mix of the above firm.  Refer to the  

information from the above text in your answer                                      (30 marks)     (30 marks) 

(B) Outline the benefits of Franchising for the above firm and the franchised 

outlets. Refer to the above text in your answer  

                                                                                                                         (25 marks) 

(C) Describe how the problems associated with International trade are relevant to 

the above firm. Refer to the above text in your answer  

(25 marks) 

 
(A) Product:  

The product is aimed at the needs and wants of people who have the disposal 

income to treat themselves as a reward for their work efforts. It exceeds the needs 

and wants of consumers. Its unique selling point is the “fragrance combination”. 
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The brand is already associated with consistency and superb quality. It has a 

distinguishing mark that has already achieved market standout 

 

Price 

Innovative products like those in the above business that exceed the consumers 

needs and wants are always going to command a price that reflects prestige and 

uniqueness. 

This would suggest price skimming which involves charging a higher price due to the 

novel nature of the product. 

 The products are tailor- made for the needs of each individual customer. 

 

Place 

This involves the physical transfer of the goods from the producer to the consumer. 

It is known as the channels of distribution. This brand is suited to the manufacturer 

to retailer channel. 

The Mo Jalone exclusive range of innovative fragrances has just arrived in the more 

exclusive Irish department stores. 

Promotion 

The highlighting of the positive attributes of a product can be done through 

Advertising, Personal selling, Public Relations and Sales promotion. 

It most likely would advertise on television and in up-market magazines. 

It could train beauty consultants to promote the product in store. 

 

This UK cosmetic brand targets the evergrowing pampering market whereby the 

consumer works hard and therefore can afford the luxurious range of tantalising 

beauty products on offer 

 

 

 

 

 



APPLIED BUSINESS QUESTIONS 

 

19 | P a g e  

 

(B) Outline the benefits of Franchising for the above firm and the franchised 

outlets. Refer to the above text in your answer  

                                                                                                                         (25marks) 

Economies of scale 

There are cost savings in areas such as centralised purchasing of stock, national 
advertising and promotions. 
 
The Irish franchisee will also benefit from economies of scale in the area of 

central purchasing and through global advertising. 

The producer will be able to shift more products. 
 
The company can benefit by cost savings from large scale production 

 

 

Tried and tested formula 

The business formula is tried and tested so there is less risk of the business failing. 

There is instant brand recognition which boosts sales for the franchisee and boosts 
royalties for the franchisor 

 
The parent company would collect a start up fee and a royalty on sales but would 

allow individual franchisees to deal with the daily activities of running the outlets. 

 
 
 
Sole Agency 
The franchisee has a guarantee that there will be no competition using the same 

name in specified area. 

 

that it has a limited number of Irish franchises for a world famous range of 
exclusive cosmetics. 

 
Training and advice from Franchisor 

The management team receives valuable professional training and advice from the 
franchiser. The systems used in the parent company are adopted. 

 
 The Company plans to lend its considerable bank of knowledge and experience to 
would be entrepreneurs. The established business systems used in the UK would 
be maintained by each franchisee. 
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(C) Describe how the problems associated with International trade are relevant to 

the above firm. Refer to the above text in your answer  

(25 marks) 

 

Purchasing power of consumers. 

A major problem for producers engaging in International trade is evaluating how 

much the prospective consumer can afford to spend. This company has chosen 

Ireland as a starting point due to 

 seeing an Irish economy that has experienced unprecedented economic growth 

 
Language and tastes 
A problem of expanding globally is the language barrier which adds to the costs i.e. 
translating instructions and modifying packaging 
 
The parent company has chosen Ireland as a location due to its similar tastes 

,customs and cultures as our near neighbours 

 

 

Currency fluctuations 

 

The whole concept of Brexit will pose problems as the two currencies have already 

fluctuated by 20% since 2016. This causes huge uncertainty in international trade. 

 

Currency fluctuations between the Euro and Sterling are, however, a potential 

problem 

 

Barriers to trade 

Obstacles to trade such as quotas tariffs and embargoes tend to hinder trade outside 

of the European union. 

These barriers erode a firms competitiveness and make it difficult for innovative 

firms. 
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The firm realises that problems such as the language barrier, the distance factor 

and barriers to trade between countries would prove to be a greater obstacle. 

 
 

Sample Question 

TROSCAN LTD 
The world famous ILOCKA flat pack furniture range has just arrived in Ireland. It has 
opened a 29000 square metre facility in north county Dublin with car parking spaces 
for 2000 cars. This is the firms 83rd outlet worldwide and is its 10th European 
franchise. The Irish company Troscan that have taken on the franchise are delighted 
to be associated with a tried and tested business model. The reduction in risk is a 
major factor and the ILOCKA brand is already embedded in Irish consumers minds. 
Irish customers are also familiar with the product range as many have made trips to 
the ILOCKA superstore. The parent company have supplied a full time advisor to 
Troscan to oversee the entire start up of the Irish operation and to provide 
professional training The accounting software and the stock control system have all 
been supplied by the parent company. The Irish franchisee will also benefit from 
economies of scale in the area of central purchasing and through global advertising. 
The risk reduction and instant recognition are the biggest advantages. 

This is Troscan Ltds biggest project to date and the directors have looked 
carefully at the implications of expansion. The existing organisation structure at 
Troscan is moving away from an informal structure to a project team set up which 
will be essential in the new retail outlet. A full time financial controller has been 
appointed by Troscan as a SWOT analysis revealed that cash flow problems had 
hindered progress in the past. Six new cash rich investors have also joined the 
company and this will provide the extra capital needed by an expanded business. 
The owners of Troscan are confident of obtaining extra funding by debt in the future 
due to its enlarged size and the fact that it has the only Irish franchise for a world 
famous range of Household furniture. 

 
The parent company has separately moved its Research and Development facility to 

a Swords Business park. It has chosen Ireland due to its location on the edge of 

Europe with a fully developed services sector. A well educated workforce ,many with 

advanced qualifications are essential to ILOCKAs future innovative successes. An 

English speaking population also helps to reduce costs and the IDA Ireland has 

provided a purpose built facility. The EU standard rate of Corporation tax of 12.5% is 

also very attractive to the American parent company. 
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(A) Outline the benefits to Troscan Ltd of taking on an ILOCKA franchise. Refer 
to the above text in your answer. (30) 

 
Answer  
 

Economies of scale 

There are cost savings in areas such as centralised purchasing of stock, national 
advertising and promotions. 
 
The Irish franchisee will also benefit from economies of scale in the area of 
central purchasing and through global advertising. 
 

Tried and tested formula 

The business formula is tried and tested so there is less risk of the business failing. 

There is instant brand recognition which boosts sales. 
 
The Irish company Troscan that have taken on the franchise are delighted to be 
associated with a tried and tested business model. 

 
 
Sole Agency 
The franchisee has a guarantee that there will be no competition using the same 

name in specified area. This reduces the risk for the franchisee. 

 

that it has the only Irish franchise for a world famous range of Household furniture. 
 

 
Training and advice from Franchisor 

The management team receives valuable professional training and advice from the 
franchiser. The systems used in the parent company are adopted. 

 
The parent company have supplied a full time advisor to Troscan to oversee the 
entire start up of the Irish operation and to provide professional training 

 
 
 
 
 

 
 
(B) Explain the reasons why the ILOCKA parent company would choose Ireland as a 
location for its Research and Development facility. Refer to the above text in your 
answer.(25) 
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The main reasons are 

(i) Tax concessions 

Ireland has offered a 12.5% Corporation tax on company 

profits for several years.  The UK are charging 19% . 

The EU standard rate of Corporation tax of 12.5% is also very attractive 

to the American parent company. 

 

(ii) Access to the European Union 

Non-EU Transnational companies choose Ireland as a location 

to give them access to a single European market of goods and 

services. There are 1200 Transnationals in Ireland. 

 

It has chosen Ireland due to its location on the edge of Europe 

with a fully developed services sector 

 

(iii) Well educated work-force 

The Irish labour force has the necessary hi-tech skills to give us 

a competitive advantage in chemicals, medicines and computer 

software etc. Ireland has been ranked 4th in a world survey on 

meeting the needs of a competitive economy through 

education. 

A well educated workforce ,many with advanced 

qualifications are essential to ILOCKAs future innovative 

successes. 
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(iv) English speaking nation. 

Ireland is the only English speaking nation in the “Eurozone” 

which reduces costs for Transnational companies as English is 

the worlds number one Business language. Ireland is also 

considered to be a pro-business environment. 

An English speaking population also helps to reduce costs 

 

(v) Grants and financial investment 

The Irish government has offered lucrative grants and now also 

takes an ownership stake.  The IDA Ireland is the agency, which 

offers the financial incentives. There are grants available for 

foreign firms that locate their Research &Development 

facilities in Ireland. 

 

the IDA Ireland has provided a purpose built facility 

 

(C) Outline the implications for Troscan Ltd of its recent expansion 

to undertake a major franchise. Refer to the above text in your 

answer.(25) 

 

i. Organisational structure 

As the business expands, it may need a more formal structure to ensure 

efficient decision making in the larger enterprise.  The owner will have to 

improve his/her management skills. Line and matrix structures are the most 

popular 
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The existing organisation structure at Troscan is moving away from an 

informal structure to a project team set up which will be essential in the 

new retail outlet 

 

 

 

ii. Extra capital required 

The expanding business will need a capital injection for current purposes e.g. 

extra working capital needs and for capital purposes e.g. new premises. 

Equity capital has greater advantages 

 

Six new cash rich investors have also joined the company and this will 

provide the extra capital needed by an expanded business 

 

iii. Cash flow 

The expanding business must place greater emphasis on cash flow 

forecasting and budgetary controls to ensure the company is not just making 

profits but converting profits into cash. 

It must remain liquid at all times 

 

A full time financial controller has been appointed by Troscan as a SWOT 

analysis revealed that cash flow problems had hindered progress in the 

past. 

 

 

(iv) Banks and creditors 

There will be better confidence in the ability of management and this will 

improve the credit rating, Banks are more likely to lend and creditors are 

more likely to give credit, 
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its enlarged size and the fact that it has the only Irish franchise for a world 
famous range of Household furniture. 
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