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REMEMBER 4 SHORT QUESTIONS ONLY (13% of 

exam) 

ABQ COMPULSORY 

3 Long questions 

Must do 1 from part one. 

Must do 1 from part two. 

One other from either part. 

CAN’T DO ALL YOUR QUESTIONS FROM THE SAME 

SECTION. 

Admin
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Time Exam Plan 

9:30 Read the paper and Do 6/7 SAQs 

9:50 ABQ 

10:40 First Long Question 

11:15 Second Long Question 

11:50 Third Long Question 

12:25 Final Sweep of Paper 

  

 Evaluate 

 In my opinion or judgement 

 Two Sentences explaining your opinion. 



 Discuss 

 Explain and Explain. 

 Use mini paragraphs,  

 Do NOT USE HEADINGS 

 

USEFUL EXAM TECHNIQUE 

 

 Label all questions clearly. 

 One part per page or pages 

 Leave gaps between mini paragraphs. 

 Straight to the point 

 No long-winded intro. 

 Name and explain. 

 Practise writing neatly against the clock. 

 Neatness and layout create an impression in examiners mind. 

 

 

METHOD FOR ABQ 

1. Read the Questions before reading the passage 

2. Jot down the main headings at the back of your answer book 

3. Read the passage at least twice 

4. The links are usually very obvious 

5. Name Explain and Link 

6. You can use the same link in separate questions A and B and C if relevant 

7 Quality accurate answers that are also laid out properly and full of QUANTITY are 

advised. 

 

 



 

 

 

Chapter 1  

 Make sure of the TWO relationships 

 Remember to use MUTUAL BENEFIT for Cooperative relationship 

 Watch for separate question on INTEREST GROUPS 

Chapter 2  

 Know Condition V Warranty 

 Invitation to Treat last asked 2008 

 Legislative v Non-Legislative methods 

 Merchantable Quality needs reference to Price and Durability 

 Guarantee is an Additional benefit 

 Know the 2 Consumer Acts. 

Chapter 3 

 Employment Discrimination include LESS FAVOURABLE in the answer. 

 Primary and Secondary Picketing. IR ACT often asked. 

 Procedure for going on strike. 

 Know Negotiation, Arbitration and Conciliation. 

 Know WRC and Labour Court. 

 Know Constructive Dismissal and the correct procedures for a FAIR Dismissal. 

Chapter 4 

 Watch for Intrapreneurship 

 Do not confuse Managerial words with entrepreneurial words 

 Keep list simple 

 Innovative 

 Risk Taker 

 Independent 

 Realistic 

 Confident 

 Flexible 



 Could be part A of Question 5 

Chapter 5 

 Know Leadership definition 

 Styles Autocratic, Democratic and Laissez Faire. 

 Know Maslow's Hierarchy of human Needs in exact order/ Limitations. 

 Know mc Gregor Theory X and Y 

Chapter 6 

 Know Principles of good communications 

 Know Barriers to effective communications. 

 Reports, Memo and letter 

 Factors when choosing a type of Communication. 

 Remember Data Protection Act can be examined in UNIT ONE 

 Know GDPR. 

 Mention Technology types first if asked. 

 

Chapter 7 

 Planning 

 Strategic, tactical and Contingency 

 SWOT and Mission Statement 

 Organising key areas 

 Span of control/Factors affecting it. 

 Chain of command 

 Matrix structure/ Diagram and knowledge. 

 Line Structure/Diagram and Knowledge. 

 Know the three main control types. Really important 

 Stock 

 Credit 

 Quality 

Chapter 8 

 Formula 

 Figures 



 Answer 

 Comment/Trends and factual advice to business. 

 6 ratios 

 Know Profitability, Liquidity and Debt-Equity 

 Practise these unaided TODAY. 

 Nearly always on the paper 

 Sales less cost of sales = Gross Profit 

 Gross Profit less Expenses = Net Profit. 

Chapter 9 

 Know exact definitions of Tax types 

 Watch for Tax calculation as a SAQ/Long Question/Lay out answer properly and do not 

omit lines. 

 Holiday voucher added to taxable income but not used at Net Pay stage. 

 Know tax credit and tax rate. 

 WATCH FOR Corporation tax and FDI later on the paper. 

 Know what CGT stands for. 

Chapter 10 

 Know Matching rule 

 3 Sources of Finance types, THOROUGHLY especially Short-term sources of finance. 

 Cash flow forecasts/ Purpose/Deficit/ surplus etc. 

 Household CFF or Business CFF can be asked. 

 Bank Loan applications 

Chapter 11 

 Know Risk management and Strategies to REDUCE risk 

 Know FIVE principles of Insurance 

 Average Clause not a principle/ Watch calculation question. 

 Know Business Types 

 Know full definition of Proposal Form 

Chapter 12 

 Know the functions of HRM. 

 Know the various definitions. 



 Be able to link Employee Participation to the following 

 Intrapreneurship 

 Empowerment 

 Democratic leadership 

 Facilitator 

 Delegation 

 Theory Y 

Chapter 13 

 Know Empowerment risks and opportunities 

 Total Quality management 

 Strategies used to implement change. 

 Employee involvement 

 Job rotation 

 Job enrichment 

 Job Enlargement 

 Impact of Technology on Cost/Personnel/Opportunities. 

 Know Quality Assurance. 

Chapter 14 

 Sources of Ideas 

 Market Research/Primary and Secondary. 

 Purpose of market research maybe for a healthy product 

 Stages of New Product Development 

 Breakeven analysis/ See March posting on this. 

 How to do table and chart 

 Margin of safety definition 

 Breakeven Formula 

 Limitations of Breakeven charts/Selling price may change/Economies of Scale/Fixed costs 

may rise during year/ cannot sell all stock. 

Chapter 15 

 Niche market = Specialist 

 Segment = Section/ Benefits and Types 



 Strategy = Plan/ Benefits. 4 ps and each policy. 

 Marketing V Selling including Marketing Concept. 

Chapter 16 

 Product includes Extras, design, Brand, life cycle and packaging 

 Price includes Strategies and Factors when setting a price 

 Place means Channels of Distribution (Factors) 

Chapter 17 

 Promotional mix 

 Know the definitions of 

 Advertising 

 Personal Selling 

 Sales promotion 

 Public Relations and Sponsorship 

 Need specifics and have to be factually correct in this section. 

Chapter 18 

 Know factors when choosing a source of finance 

 Good examples of Types of Production 

 Business plan benefits 

 Know the specific challenges facing new business start-ups. 

 

Chapter 19 

 Know this chapter very well. 

 Reasons for expansion. 

 Implications for the business of Expansion. 

 Debt v equity as a means of funding an expansion 

 Exact definitions of mergers and takeovers 

 Benefits and drawbacks of Strategic Alliances. 

 Franchisor v franchisee Benefits and risks. 

ONLY ANSWER QUESTIONS 2 and 3 IF YOU HAVE SPECIFICALLY PREPARED THIS SECTION 

Chapter 20 

 Know the THREE Categories of industry 



 Know Current trends include COVID or Brexit effect on Irish food exports to the UK. 

Chapter 21 

 Community development and the benefits. 

 Know Social and economic benefits. 

 Know the FOUR agencies 

 Be able to describe the services of one of the agencies (LEOs are probably the main one) 

Chapter 22 

 Business and Society 

 Only use specifically prepared material in exam (Environmental responsibility etc.) 

 4 Rs are only one point. 

 Know Social responsibility really well. 

Chapter 23 

 Know the IMPACT of Business on the Economy 

 Know the IMPACT of Economic Variables on BUSINESS NNB. 

 Know how Government creates a suitable climate for business to prosper. 

 Know how government REGULATES business. 

Chapter 24 

 Know the 10 TYPES of Business Organisations  

 Know the various agencies involved 

 Watch for Franchising as a Question. 

 Watch for FDI question. 

Chapter 25 

 Be very specific on the INSTITUTIONS 

 Know the exact POLICIES 

 Know the EU Decision making process thoroughly. 

Chapter 26 

 Know Visible and Invisible trade 

 Know Balance of trade and balance of payments 

 Methods of protectionism especially a subsidy 

 WHAT ATTRACTS FDI TO IRELAND? 



 - Access to European markets - Low corporate tax rate of 12.5% - English speaking country - 

Well educated, flexible workforce - Common law legal system - Stable political framework - 

Long history of successful FDI - Access to decision makers 

 KEY FDI IMPACTS ON THE IRISH ECONOMY 

 - Importance of FDI:  

   Some 1,600 multinational companies are based in Ireland, accounting for over 250,000 in 

direct employment or about 18% of total jobs in terms of direct and indirect employment.  

  Corporation tax accounts for €12bn or circa 20% of total tax revenue... 80% of this comes 

from MNCs Threats to Ireland’s Corporate Tax Regime:  

  Ireland’s relatively low & stable 12.5% corporate tax rate has been seen as key 

cornerstone in attracting FDI. 

 OECD seeking to introduce a minimum global corporate tax rate. Move is being supported by 

larger economies. Recent speculation that this could be set at 15%, not that far above the 

Irish rate. 

  President Biden initially proposed 21% global minimum tax rate for US companies, up 

from the current 10.5%. He may instead now move in line with OECD and adopt 15% rate. 

    OECD also planning new digital sales tax whereby multinationals would pay taxes on 

profits in countries where they make digital sales, rather than where they are based. 

 BREXIT IMPACT AGRICULTURE 

 Main EU tariffs relate to food products, keeping prices high. UK may impose similar tariffs on 

EU imports post Brexit  Food and Beverages account for 25% of total Irish exports to UK  

Around 40% of Irish food exports go to the UK  Other sectors very dependent on UK market 

include machinery and transport, metal products, textiles  Some 40% of indigenous Irish 

exports go to UK compared to 10% for foreign owned. 

 

Chapter 27                                 

 Global market a single market of STANDARDISED goods 

 Know Standardised V Adapted goods 

 Know the specific global angle to the Marketing Mix. 

 

IF THE QUESTION MENTIONS A BUSINESS NAME REPEAT IT IN THE ANSWER 

EXAM PLAN FOR FIRST PAGE AND STICK TO IT TIME WISE 

GOOD LUCK TO ALL 

Thanks especially to those who bought Business the higher option.                         
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Instructions	

Write your Examination Number and your Day and Month of Birth in the boxes on the front cover. 

Write your answers to all parts of the examination into this Answerbook.  

Write your answers in blue or black pen. You may use pencil for sketches, graphs and diagrams 
only. 

There are three sections in this examination. Questions for Sections 2 and 3 are supplied 
separately but your answers must be written in this Answerbook.  

Candidates are required to answer: 

(A) Four questions from Section 1 and  

(B) The Applied Business Question in Section 2 and  

(C) Three questions from Section 3 as follows: 
 

  One question from Part 1, 
One question from Part 2, 
and ONE other question from either Part 1 or Part 2. 

  All questions in this section carry equal marks. 

 

 

 

Make and Model of calculator used:   
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Section	1	 Short	Answer	Questions	 40	marks	

This section is compulsory. Answer four questions. Each question carries 10 marks.  

 
1.  Column 1 is a list of business terms.  

Column 2 is a list of possible explanations for these terms.   
(One explanation does not refer to any of these terms.) 

   

Match the two lists by placing the letter of the correct explanation under the relevant 
number below. 

1  2  3  4  5 

         

 
 
 
2.  In the context of business, what do the following letters stand for? 

  Write each answer in the space provided. 

      WTO   

      CAM   

       EDI   

      CAD   

       JIT   

 

Column 1:  Terms  Column 2:  Explanations 

  1. Merger 
A  This occurs when one company purchases more than 

50% of the shares in another company. 

  2. Economies of Scale 
B  Two businesses work together on a project but remain 

separate legal entities. 

  3. Acquisition  C  Purchasing a company and selling off its assets to 
increase return for investors. 

 
4. Diversification 

D  Two or more businesses join together to create a new 
legal entity.  

  5. Strategic Alliance  E  A business spreads risk by not being dependant on one 
market or one product. 

    F  The cost of producing each unit decreases due to an 
increase in production/bulk buying of raw materials. 

D F A E B

World Trade organisation

Computer Aided Manufacturing

Electronic Data Interchange

Computer Aided Design

Just In Time
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3.  Camile Thai is a healthy, sustainable fast‐casual restaurant franchise. 

 

(i)  Explain the term franchising. 

 

 
 
 
 
 

  (ii)  Outline one benefit of a franchise as a start‐up option. 

 

 

 

 

 

 
 
4.   Circle the correct option in the case of each of the following statements. 
 
  (i)  A larger policy excess will result in a higher / lower insurance premium. 

 

  (ii)  The person who calculates the amount of compensation to be paid to a claimant is 
known as an Actuary / Assessor. 

 

  (iii)  Indemnity / Utmost good faith means you cannot make a profit from an insurance 
claim. 

 

  (iv)  Loadings on an insurance policy result in an increase / decrease in the premium. 

 

  (v)  An insurance company who tries to reclaim any losses against a third party is using    

             the principle of contribution / subrogation. 

   

 

 

A franchise is an agreement that allows the franchisee to use the name logo

and method of operation of the established business known as the franchisor

in return for a fee or a percentage of sales.

The idea has been tried and tested successfully and this effectively eliminates

or reduces the risk for the start up business. Establishing a new brand and 

attracting new customers is the most difficult aspect of new business start up
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5.  Insert the correct state agency which corresponds with the explanations below. 

Explanation  State Agency 

This state agency helps local entrepreneurs 
establish and grow a business. 

 

This state agency helps existing indigenous 
firms to expand. 

 

This state agency supports the tourism 
industry and works to promote Ireland as a 
tourism destination. 

 

This state agency aims to attract foreign direct 
investment into Ireland. 

 

 

 

6.  (i)  Explain the term invisible imports. 

 

   

(ii)  Outline the impact of a decrease in invisible imports on the Balance of Payments. 

 

 

 

 

 

 

 

 

 

   

Local enterprise office

Enterprise Ireland

Failte Ireland

IDA Ireland

This is the purchase of foreign services by Irish citizens

Example Irish family hilidaying in France.

A decrease in invisible imports improves the Balance of Payments figure.

This improves the Irish economy as less money leaks from our economy

This causes a greater spinoff effect and boosts aggregate demand and employment
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7.  Distinguish between chain of command and span of control.  

 

 
 8.   Stylish Tile & Bath Ltd provided the following financial information for 2020: 
   

Net Profit                                                                         €72,000 

Issued Ordinary Share Capital                                   €450,000 

Long Term Loan                                                           €100,000 

Retained Earnings                                                         €26,000 

 

Return on Investment 

2019 = 7% 

 

 

    

 
(i) Calculate the Return on Investment (ROI) for the owners of Stylish Tile & Bath Ltd for 

2020.  Show your formula and your workings. 
 

Workings:  Return on Investment 2020: 

 

 

    ____________________ 

 
(ii)   Analyse the significance of the change in the Return on Investment for  

Stylish Tile & Bath Ltd. 
 

 

 

Chain of command is the clear line of responsibility that exists in an organisation.

Instructions and decisions are passed down from top to bottom and feedback

is passed back from bottom to top

Span of Control is the ideal number of employees under the supervision of

a manager. It can be wide or narrow depending on the type of work.

Net Profit x 100

Capital employed

72,000

450,000 + 100,000 + 26,000
x 100 12.5%

The ROI has improved from 7% in 2019 to 12.5% in 2020

The firm is making more effecient use of resources.

The return is well above the return from risk free investments of 1%
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 9.  (i)    Distinguish between enterprise and management. 

 

  (ii)   Suggest an example of enterprise in action in a school. 

 

10.  Illustrate, using examples, the role of interest groups in business.  

 
 
 

 

 

Enterprise is being innovative and creative while taking personal/financial risk 

an individual (or a group of people) takes the initiative/starts something new.

Enterprise involves the risk of organising all the resources necessary to provide a product 

Management is the carrying out of objectives through people often on behalf of somebody else.

It involves directing human activities and a business’ resources (wealth) to achieve goals 

Effective management prevents confusion in an organisation.

Raising awareness of a needy cause and fundraising for an appropriate charity

Pink Ribbon day to raise cancer awareness.

● An interest group is a representative organization outside of the political system, 
which puts pressure on other bodies to achieve an aim.

● This pressure can take the form of demonstrations, bad publicity, letters, petitions, strikes etc.

● They attempt to influence policy decisions, which affect their members and are also 

pressure groups

EXAMPLES

Irish Farmers Association

Consumer Association of Ireland.
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11.    Many leading global pharmaceutical companies are located in Ireland.   
 

Outline two reasons why multinational companies locate in Ireland.  
 

 
 
12.    Outline two advantages in favour of privatisation for the Irish economy.  

 
 
 
 
 
 
 
 
 
 
 

1. 

2. 

1. 

2. 

(i) Tax concessions

Ireland has offered a 12.5% Corporation tax on company profits for several years.  

UK is charging 19%. The EU standard rate is now 12.5%.

(ii) Access to the European Union

Non-EU Transnational companies choose Ireland as a location to give them access to a 

single European market. There are 1550 Transnationals in Ireland.

• Government Revenue

Selling of a state enterprise provides the Government with large sums of money 
 

Selling Aer Lingus raised €1.5 Billion in 2015.

Efficiency

State owned enterprises are often perceived as being inefficient 

because they can rely on government funding and have little competition. 
Private firms are driven by a profit motive and should therefore be more 
efficiently run.
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Business exam 2021 

 

Higher level solutions 

 

 

Applied Business Question 

 

(A) Outline, using examples, the different types of planning that contribute to the success of 

Miriam’s Crèche.                                    (30)  

 

Mission Statement: This is a visionary statement outlining who the business is, what the business 

does and where the business is going. The mission statement would give an insight to the 

stakeholders into the core values and culture of Miriam’s Creche. 

The vision for the business 

is to offer each child the surroundings to develop to their full potential with friendly, 

professional staff. 

 

 

Strategic Planning:  

This is long term planning covering a period of five years or more. It is usually drawn up by senior 

management and it outlines how the long-term goals of the firm are to be achieved. 

Miriam aims to be the leading provider of childcare services in the area by 2030. 

 

 

Tactical Planning 

This is short-term planning which breaks the strategic plan into shorter more manageable periods. 

It deals with the ‘now’ part of the plan. It is usually drawn up by middle management. 

Miriam started to research taking over a competitor 
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Contingency Planning 

This is a plan for emergencies or unforeseen events. 

It is a backup plan. 

They discussed the need to have adequate policies in place to protect the business in case a child 

is injured in the creche 

 

Discuss, with reference to the text, the types of business insurance you would    recommend for 

 Miriam’s Crèche.  

 

Buildings Insurance 

This is a type of policy that covers the firm against fire, storms, theft, and other associated risks 

including contents and stocks. It is fair to assume that Miriam needs this for all her properties. 

 Miriam purchased a rival business which owned three nearby crèches.  

Employer liability 

This type of cover protects the owners against claims by the employees due to accidents in the 

workplace in which the employer was negligent. 

The meeting also highlighted the need to have cover in place against the risk of financial loss as 

a result of a member of staff claiming for injury.  

Public liability 

Due to the levels of “human “traffic in the business it would be wise to cover against claims by 

members of the public due to accidents on the premises. A householder would not have to cover 

against such risks. 

They discussed the need to 

have adequate policies in place to protect the business in case a child is injured in the crèche.  
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Describe two types of taxation Miriam’s Crèche might pay.   

Corporation Tax 

Companies pay Corporation Tax. This tax is charged on the company’s profits which include 

both income and chargeable gains.  

The rate is 12.5% 

Miriam recognised the need to be tax compliant. Miriam hired the 

services of a local accountant to ensure the company paid the correct amount of taxation on 

their profits. 

Motor Tax is an annual duty payable on motor vehicles (subject to exemptions) in Ireland for use in 

public places. A new system for new private cars was introduced on 1 July 2008 where the tax rates 

are based on the carbon dioxide emissions of the car while in operation. 

The crèche offers a bus service to and from the ‘afterschool’ for primary school children.  The bus 

is branded with the company logo. 

 

Evaluate the price and promotion element of the marketing mix for Miriam’s Crèche.   

Price 

Premium pricing sets a very high price to often give the perception of vastly superior quality goods 

or services E.g., Bang and Olufsen TVs 

Miriam charges a higher price than any of her competitors in the area. This strategy has paid off 

as Miriam’s Crèche has a waiting list in all of her childcare facilities. 
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Evaluation 

The price is extremely important as the firm attempts to satisfy consumers’ needs and wants 

profitably.  The price will attract or discourage customers, and some will be sensitive to price 

changes and others will take less notice. 

 

 

 

 

 

Promotion 

An action taken by a company's marketing staff with the intention of encouraging the sale of a good 

or service to their target market. 

 

Social media 

Firms place daily messages on social media such as Facebook and Twitter to keep customers interested 

in their organisation. They may even run promotions, flash sales and discounts just for their social 

media readers. 

Sponsorship and an active social media campaign are more effective than paying 

for advertisements. 

 

Public Relations and Sponsorship 
Public Relations improves the image of the business 
Sponsorship  is another form where businesses pay money so that their product name will be 
displayed by individuals, organisations or at particular events. e.g. AIG 
Diageo 6 nations rugby 

 

An organisation or event is paid to use your branding and logos. Sponsorship is commonly used in 
sporting events; player's clothing and stadiums will be covered in the firm's branding and even the 
tournament may be named after the firm. 
 
When sponsoring 
teams, Miriam insists her business logo is visible on the team kit and the team must organise a 
photo event with local newspapers.  
 

 

 

 

Evaluation 

Promotion is the 4th P and is concerned with communicating with customers and potential 

customers.  Its purpose is to inform the public that the firm has something available, which will 

exceed the customers’ needs and wants. Successful promotion increases brand awareness, sales, 

and profits. 
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LONG QUESTIONS 

Q1 

 

(A)  Explain, using examples where appropriate, three essential elements of a valid contract.  (20) 

 

A contract is a formal agreement between two or more people that is enforceable by law. When you 

buy goods or services you enter into a contract with the seller. Certain elements must be present for 

a contract to be legally binding. 

An Offer is a proposal to give or to do something and when accepted there is said to be agreement. 

e.g. A bid on a house at an auction. 

It must be clear and may be implied by conduct e.g. taking goods to the checkout.  

They placed a bid on a house they liked, 

Acceptance is a positive unqualified assent to all terms of the offer e.g. The vendor is happy to sell 

the house. 

They placed a bid on a house they liked which h was accepted. 

Legality of form 

Contracts must be of the correct legal format e.g. Hire Purchase agreements should be in writing.  

All insurance details are written in a contract called a policy. 

They signed their mortgage contract in 

their solicitor’s office and received the keys to their new property.  

 

(B)  Evaluate the role of the Competition and Consumer Protection Commission (CCPC).          (20) 

The main role/functions of the CCPC are: 

▪ To promote and protect the interests and welfare of consumers. To inform consumers 

of their rights and by providing a consumer phone service/website. 

▪ To enforce the relevant consumer law. Enforcement tools include prohibition notices, 

undertakings from traders, compliance notices, on the spot fines for offences relating to 

price display, and the ability to "name and shame" with the publication of noncompliant 

trader names.  

▪ Prohibits false pricing, e.g. goods advertised as being reduced in a sale must have been on 

sale at the higher price for twenty-eight consecutive days (in a row) sometime in the last 

three months and at the same location. 
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▪ To advise the government of the impact of laws on consumers and make recommendations 

on legislation or policy, which concerns or is likely to impact on consumer protection and 

welfare. 

Evaluation 

It has a general function of promoting consumer welfare and is responsible for investigating, 

enforcing, and encouraging compliance with consumer law. It puts pressure on retailers and 

service providers to hold up very high standards when dealing with customers. 

 

Outline three types of redress available to employees who have been unfairly dismissed under 

the Unfair Dismissals Act 1977/2015.                               (20) 

Remedies for Unfair Dismissal 

Compensation of up to 2 years pay. 

This is compensation based on financial loss only. The average compensation paid has been 6,348 

Euro. 

Reengagement 

This means that the employee will be given a similar job usually in a different 

department back without receiving any compensation. 

Reinstatement 

This means that the employee receives compensation and is given their old job back plus any 

improved work conditions. 

Q2 

(A)     Illustrate the impact of the following economic variables on Irish businesses:    

  Interest rates                Inflation rates                Employment         (20)    

 

1. Interest Rates (currently 0%) 

• This is the cost of borrowing. 

• It depends on the demand and supply of money and is measured as a percentage. 

• In the Eurozone it is set by the ECB. 

IMPACT ON IRISH BUSINESS 

A low interest rate means that it is cheap for firms to borrow money. 



7 | P a g e  
 

• They will expand, creating jobs. 

• Consumers will borrow and spend. 

• Firms are more profitable. 

 

2. Inflation (currently 1.7%) 

This is a sustained growth in the general level of prices based on the Consumer Price Index and the 

average family. 

IMPACT ON IRISH BUSINESS 

 

Low inflation means. 

• More competitive exports. 

• Good for investment in the economy 

• Better standard of living in the local economy 

• Less Industrial Relations unrest and labour days lost. 

• Greater purchasing power for consumers. 

 

3. Employment 

• The rate is 94.6% (full employment in Ireland is 96%) 

• This figure has been temporarily distorted due to the corona virus pandemic and is estimated 

at 77% if all COVID payment recipients are included. 

• It is the number of people who are available and have found jobs successfully. 

 

IMPACT ON IRISH BUSINESS 

 

High employment is good for business as consumers have greater incomes and therefore 

greater purchasing power. 

This leads to greater sales and greater profits. 

 It means more revenue for government and less spending on social welfare.  
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Apart from taxation, discuss the different ways in which the Irish Government affects the 

labour force in Ireland.                           (20) 

 

• Improve the infrastructure. 

If the government put appropriate back up services in place it will facilitate business activity 

and job creation. 

€3bn spend on broadband will attract investment to rural Ireland and allow employees to work 

remotely. 

 

 

• Economic variables e.g. interest rates. 

If the government/ECB keeps interest rates low, the entrepreneur can afford to build more 

factories. Consumers can afford to buy more goods. This means that more jobs are created. 

The marginal lending rate is now 0% in the euro area compared with 4.75% in 2000. 

 

• Future plans. 

The government puts together national plans, which make job creation a priority. The focus is 

on sustainable jobs in energy, medical devices, and tourism for example. 

The Action plans for jobs and employment strategy was launched at a time when 

unemployment was 15% in 2012. 

 

• Direct Employment 

The government pays the wages of approximately 323,000 employees who help to 

successfully run the country. This has a direct impact on the labour force. 

This is 15% of the Irish entire workforce. 

 

 

 

• Improve investment and training. 

The government pumps money into specific agencies such as SOLAS and FAILTE IRELAND 

whose services make people more marketable by improving skills. 

 

€415m was spent under the National training fund in 2018. 
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 (i)Explain the term ‘community development’.   

(ii)   Describe the economic and social benefits of community development.       (20) 

 

A community is a group of people that have something in common. They may live in the same area or 

work together or be members of the same club. The community benefits when all members work 

together and cooperate for the good of all. It develops when members try to create new jobs or leisure 

facilities or social services. It encourages self help in the local area and focuses on social and economic 

improvements. 

 

(ii) 

Economic 

Advice and Finance 

Enterprise is encouraged and helpful advice is laid on by local and national agencies e.g. LEADER + 

programme. Access to funding is also made available. 

Job creation 

Jobs and economic development arise through the efforts of proactive locals and useful agencies. This 

is in line with the “Bottom Up” approach to European development. 

 

Social 
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Improved amenities 

Community development promotes outdoor activities and recreation and will bring people to the 

countryside to cycle and walk as friends, families avail of the views, fresh air and a sense of peace. It 

improves the general health of the population, both physical and mental. Facilities are improved and 

people like living in the area. 

Community Spirit 

 As a community works together, relationships are built, and the atmosphere is greatly improved with 

residents proud to live there.  

Q3 

(A)  Outline, using examples, the barriers to free trade used by some countries.         (20) 

Tariffs 

These are taxes on imports which make them dearer and so helps the domestic      producer. The EU 

does not place tariffs on the world’s poorest 49 countries to help them to develop. 

 Apples from China to EU 9% 

 

Quotas 

These are a limit on the amount of an import that can enter a country.  

It is a numerical restriction and is designed to help indigenous business. 

The EU quota on processed chicken imports from Thailand is 160,000 tonnes. 

 

Embargoes 

An embargo is an official ban by a government on trade or other commercial activity with a particular 

country or the exchange of specific goods. An embargo is typically the result of unfavourable economic 

or political circumstances between the two countries. 

For example, the European Commission has an embargo on the export of weapons and related 

materials to the Central African Republic. 

 

Explain the term globalisation. 

Globalisation can be viewed as an opportunity for Irish businesses to sell goods and  

services abroad and grow and expand their operations. Companies get access to much  

wider markets E.g. Kerry Group and Glanbia Plc leading to economic growth for the  

Irish economy.  
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Analyse how changes in the international economy are impacting Irish businesses.     

 

The main changes that affect Irish businesses are 

World Trade Organisation 

This was set up post world War II as the General agreement on tariffs and Trade and has been hugely 
successful at opening up markets to free trade.  This is very important for an export orientated 
country like Ireland. 

 

The European Union 

We are part of an economic trading bloc, which has grown in strength since Economic and monetary 
union.  This offers benefits and opportunities for Ireland and operates a trading area without 
barriers that has common external tariffs on outsiders. 

 Brexit will pose difficulties for small food exporters that rely on the UK. 

 

 

Transnationals 

We live in a world of global business and a single brand worldwide.  The attraction of these 

companies to Ireland has been high on IDA Ireland’s priority list and gives massive employment.   

It is estimated that €7Bn is the annual payroll from TNCs and they spend €19 Bn in the economy. 

 

Technology 

This has rendered location to be less important and developments should reduce transport costs.  

The use of “logistics” is becoming more common. 

Much of our exports are technology related as we have concentrated on the knowledge economy. 

 8 of the top 10 firms in ICT 

 8 of the top 10 firms in Pharmaceuticals 

15 of the top 25 firms in Medical Devices have all set up in Ireland. 

 

 

Emerging countries 

The development of the Pacific Rim and South American countries e.g. China and Brazil who are 

producing high-quality low-cost goods will prove a threat to EU countries.  Ireland must concentrate 

on hi-tech industries. 

 

 

 

Evaluate the impact on Ireland of any two of the following policies:    

(i)   The Common Agricultural Policy    

(ii)   The Competition Policy   

 (iii)   The European Union Social Charter.                                   (20) 

EU Social charter 



12 | P a g e  
 

The need for a European social policy. The objectives of the common social policy are very close to 

those of the common regional policy. The latter is directed towards improving the lot of the least-

favoured regions of the European Union, the social policy that of its poorest citizens. 

 

This EU Social Charter sets out basic principles that impact on Irish businesses:  

 

 

 

Free movement of Labour.  

Workers have the right to migrate freely which benefits employers in terms of recruitment and 

selection.  

 

Employees have the right to a fair wage.  

The establishment of the minimum wage level has increased costs for business.  €10.20 PER HOUR 

Provision of training. 

A commitment to vocational training through grant aid directly to trainees has  

greatly upskilled the labour force benefiting Irish businesses.  

 

Health protection and safety at work elements to the charter have forced employers to  

improve health and safety conditions in the workplace.  

 

The Competition policy. 

It ensures the best chance for the Irish consumer of getting quality goods and services  

through suppliers competing for the business, i.e. the existence of competition among  

suppliers. 

It restricts Irish businesses from forming anti-competitive cartels or keeping prices  

artificially high or preventing newcomers from entering the market. 

 

It controls the growth of large mergers and takeovers, and this ensures that Irish businesses operate 

on a fair basis and that consumers benefit.  

 

In doing business with smaller firms, large firms may not use their bargaining power  
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to impose conditions which would make it difficult for their supplier to do business.  

with the large firm’s competitors.  

 

The European Commission can and does fine companies for any unfair practices.  

 

 

 

 

Common Agricultural policy 

The aim of the common agricultural policy is to provide farmers with a reasonable standard of living 

and consumers with quality food at fair prices. The way these aims are met has changed over the 

years. 

 Food safety, preservation of the rural environment and value for money are now all key concepts.  

The money is spent on areas such as direct support payments to farmers and market support to the 
agricultural sector. Funds are also used for rural development or LEADER programmes that help 
protect small, local communities around Ireland. 

It provides good value for money for citizens and taxpayers because EU spending replaces or 
subsidises, to a large extent, national spending. 

The money is more of an investment today than it was in the past as over the years successive reforms 
of the CAP have seen financial support moved away from incentives for production to direct income 
support for farmers, provided they respect strict safety, health and environmental standards, and for 
projects that stimulate economic activity in rural areas. 

With little room left for expanding agricultural land in Europe, productivity growth in the future has 
to come through innovation and research and the CAP can help Irish farmers embrace new methods. 

 

Q4 

(A) (i)   Outline two causes of industrial relations disputes.  

● Dismissal 

The sacking of an employee for an unfair reason is grounds for a legitimate trade dispute. 

This includes constructive dismissal. 

● Employment policy 

The firm could recruit employees who are not qualified to do the job, and this could cause 

conflict with the existing employees. This gives rise to a legitimate trade dispute. 

● Range of duties. 

The employee should not be asked to perform tasks that are not in the work contract 

or to perform menial tasks in comparison to qualifications. 

http://ec.europa.eu/agriculture/direct-support/index_en.htm
http://www.environ.ie/en/Community/RuralDevelopment/EURuralDevelopment/
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● Pay and conditions of employment. 

This is the most common reason and includes rates of pay, overtime, holidays and all the 

terms of an employment contract or a collective agreement. 

 

● Safety at work and other physical conditions. 

An employer who cuts costs by sacrificing employee welfare gives the employees grounds 

for a legitimate trade dispute e.g. failure to supply safety equipment. 

● Union membership and union recognition. 

The employer must not prevent the employee from joining the trade union. The employer 

also must recognise the trade unions right to negotiate on behalf of its members. 

 

 

 

 

 

 (ii)    

Discuss two types of official industrial action available to employees involved in an 

industrial dispute with their employer.                     (20) 

 

Official Strike  

Labour is withdrawn in pursuit of a trade dispute. 

Where the employees do not enter their workplace and do not do their work. An official strike 

involves a secret ballot, proper notification to the employer. 

(i.e. one week’s notice) and sanction by ICTU. 

Work to rule 

Where employees only undertake the exact jobs written in their job Description/contract. No 

flexibility is provided by staff to meet urgent/unforeseen Requirements. 

Describe a cooperative relationship and a competitive relationship between two producers in the 

same line of business 
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To be done on the course 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Explain the method of terminating a legal contract as referred to in the text above. 
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Agreement 

Both parties agree to end the contract early and are then free from any legal obligations to each 

other. 

Outline other methods for terminating a legal contract.   Provide an example in each case.             

   (20) 

Performance 

This is the most usual method and there must be complete and exact performance (as in both 

parties must have fulfilled their duties). 

Example:   A professional footballer signs a contract with a club for 3 years and trains with 

and plays for the club for that time duration. 

 

Breach 

A condition has been broken by one of the parties. 

Example:  A professional football player tests positive for recreational drugs 

 

Frustration 

Due to some unforeseen circumstances it has been deemed impossible to complete the 

contract. 

Example:  Michael Jacksons London concerts cancelled due to his death 

 

Q5 

(A)  Discuss the entrepreneurial skills and characteristics you would associate with entrepreneurs 

like Maria and David.                                              (20) 

Moderate risk taker 

They would take calculated risks, which have been minimized. These would be financial and a 

person’s reputation. They are not afraid of failing. Some people are excited from taking risks; they 

are prepared to take calculated risks in pursuit of business success; seizing opportunities and doing 

something new. 

 



17 | P a g e  
 

Decisive 

They have an ability to act on the spot and a willingness to take responsibility for decisions. 

They are single minded in their approach and do not blame others. 

Inspirational 

A person’s guides and directs subordinates to achieve tasks as efficiently as possible They lead 

the business and its people. They can get people to work together. 

 

Energetic 

A person puts in the long hours of hard graft to make the business succeed. Entrepreneurs are 

self-driven. They stick with a task until it is completed. 

Innovative 

A person looks for something original which will not be in direct competition with other firms. 

Entrepreneurs look for products and ideas that will set their firm apart. Having identified a gap 

in the market the entrepreneur gains satisfaction from doing something new and bringing it to 

market. 

 

 

 

Independent 

The person has the ability to stand alone, create a job for oneself and be in control without relying 

on others for employment. The entrepreneur gains a sense of freedom from being their own 

boss/control over their own lives. 

 

Opportunistic 

Entrepreneurs have an ability to spot a gap in the market at short notice and to capitalise on a given 

situation. 

 

Persistent 

Entrepreneurs use persistence to overcome resistance They do not accept no as an answer. They 

are determined. 
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Illustrate the factors that a business needs to consider when communicating with its various 

stakeholders.                              (20) 

 

Appropriate Language (E.g. stakeholder, the consumer) 

If the language is too technical or too difficult for the customers to understand then the message 

may be misinterpreted. The business needs to choose language appropriate to its audience. In the 

case of customers, short clear sentences and visual supports etc. may be suitable for product 

assembly e.g. flat packs. 

 

Confidentiality (E.g. stakeholder, the employee) 

The medium chosen must be appropriate to the message been given. If the message is sensitive 

for the stakeholder e.g. terminating the employment contract of an employee, then a meeting 

would be more appropriate than a letter or an email. 

 

Cost (E.g. stakeholder, the manager) 

The expense of the communication process is a very important factor. A CEO communicating with 

his managers worldwide may choose to hold a virtual meeting to cut down on travel and 

subsistence costs. 

 

Urgency (E.g. stakeholder, the supplier) 

If a crucial piece of information must be communicated instantly to a supplier, then a phone call, a 

text or email may be appropriate e.g. to arrange a change in delivery times. 



19 | P a g e  
 

 

Feedback (E.g. stakeholder, the Government) 

The business may be looking for feedback in order to take further action. Communication with the 

revenue commissioners may require regular correspondence and written records and in this case 

business letters and email can provide formal evidence of the feedback process, eliminating 

misunderstandings. 

(i)   Define the term delegation.    

 (ii)  Describe the benefits of delegation for:  

 • management    

• the employees. (20)   

 

(i) Delegation is the assigning of authority among the subordinates by the superior and this is to 

improve efficiency e.g. the owner of a factory hires a production manager to oversee factory 

operations. It also involves responsibility and is the sharing of tasks among the employees. 

There will be a span of control, which is the ideal number of subordinates under the 

instructions of a superior. 

(ii) 

Benefits of delegation. 

Management 

It improves efficiency. 

The tasks are completed faster and more efficiently as the work is being shared among the group. 

Easier to manage. 

Managers can prioritise tasks that need their attention, thereby having more time for the 

completion of these tasks and for managing i.e. planning etc. 

Employees 

It encourages intrapreneurship. 
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The assigning of tasks encourages employees to be innovative within the business and more 

customer driven. 

Good morale and motivation 

Employees feel closer to the action in the firm and are trusted to work on their own and this results 

in greater productivity. 

 

 

Q6 

(A) (i)    Distinguish between forming and norming as stages in team development. 

Forming 

At this stage various skills are pooled together e.g. technical skills and inter-personal skills. 

This stage is more about defining the team than task accomplishment. 

Norming 

Constructive relationships and ways of working together emerge. Ground Rules and procedures are 

agreed and there is an increased focus on the task at hand. Greater sense of trust develops 

between team members. 

 

ii)  Outline two benefits of teamwork for the employees in a business.   

 

Benefits of teamwork for employees 

It improves decision making. 

A wide range of experience on the team means better decisions and teams come up with more 

creative and balanced solutions than individuals. Employees will contribute to the process and feel 

part of the process. 

It improves motivation. 
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Workers are encouraged to think and participate in a constructive fashion and members see and 

appreciate each other’s’ efforts. Employees will put greater effort into a process that they feel part 

of. 

 

Discuss the benefits of adopting a Total Quality Management (TQM) system for a company 

such as Kerry Group.     

 

 

Total Quality Management 

: Is a state of mind, a way of doing business, which means that the organisation continues to 

improve. It focuses on quality awareness at all levels in the organisation. This is a zero defects 

approach. 

TQM is a set of rules and practices for enhancing customer satisfaction by providing higher 

quality products and services in a rapidly changing world. 

 

It focuses on a customer- orientated approach and is based on continuous improvement, which 

ultimately satisfies more needs and wants of customers and their satisfaction is the only lasting 

means of business success. 

 

It reduces waste and associated costs as there will be fewer mistakes, fewer delays and a better use 

of time. This also improves the firm’s profits. 

 

There is greater job satisfaction as empowerment, intrapreneurship and participatory decision-

making are encouraged. Employees are faced with greater challenges and labour turnover is 

usually reduced. 

Quote from Kerry Group website 

Kerry is committed to producing safe, high-quality food and beverage ingredients and 

consumer products that consistently satisfy customer needs while complying with all applicable 

regulatory requirements. 
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(i)   Explain the following types of financial and non-financial rewards.            

Commission           Employee Share Purchase Plan            Flexitime   

 

Commission: 

This is a type of financial reward where payment is made according to value of the amount 

sold, e.g. payments to a salesperson (10%) in proportion to the level of sales achieved. It has 

the advantage of directly encouraging sales. 

Employee Share Purchase Scheme: 

Shares in the organisation may be given to employees instead of cash bonuses, 

maintaining employee interest in the job. 

Shares are often at a discounted price. 

Flexitime: 

This allows employees the freedom to choose their own work hours within an agreed time frame 

e.g. workers may have to be in the workplace between 10am and 1pm only. This allows employees 

to work from home and organise for example their childcare arrangements more efficiently. 

 

Describe one other type of reward that you believe motivates employees.          

 

Bonus: 

A bonus is a sum of money paid to employees for reaching a certain target, e.g. for 

producing units above an agreed limit. 

It is a reward for exceptional performance. 

 

Q7 

Read the information supplied and answer the questions which follow.   

Moon Moods  
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 The entrepreneurs behind Moon Moods set up a business that produces soft, 

comfortable, and beautiful bedding for children and babies.   

  

 

 

 

 

(A)  Outline the internal and external sources of new product ideas for businesses.             

   (20) 

Internal 

Brainstorming sessions.  

This involves people from different areas of the business coming together and creatively thinking up 

new ideas. Some of these ideas are rejected while some are given further consideration. The 

diversity of the team assists in the creativity process.  

 

Sales personnel. 

 Market research or feedback from sales representatives is a major source of product innovation and 

new product ideas.  

 

Ideas from employees 

 through suggestion schemes or suggestion boxes. A good idea may be rewarded by a bonus. A good 

intrapreneurial culture exists within Google fostering innovation e.g. “Google’s "20 Percent Time" 

strategy gives engineers time and space to work on their own projects. 

 

 The R&D department may discover a new product/or improve an existing product  

through research and development, for example Google spent in the region of 13% of  

its revenue ($3.7 billion in 2011) on research and development.  

 

External  

Monitoring competitors and copying some of their product ideas, while being mindful  

of patent and copyright law e.g. Samsung and Apple.  

 

Import substitution.   

where a product that is currently being imported is replaced by a home-produced product of a 

similar quality or price. E.g. Irish potatoes replacing Dutch potatoes. 

 

 Use a Market Research company to identify gaps in the market and market trends.  

Companies can then exploit these gaps or niche markets.  
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(B)  Moon Moods has provided the following information for their new product line:    

• Forecast Output (Sales) 30,000 units   

• Selling Price per unit    €15     

• Fixed Costs       €200,000    

• Variable Costs per unit   €5    

 

 Illustrate the following by means of a breakeven chart:   

(i)    Breakeven point   

(ii)    Margin of safety at the forecast output   

(iii)     Profit at forecast output.      

 

UNITS FC VC TC TR P/L 

0 €200,000 0 €200,000 0 (€200,000) 

10,000 €200,000 €50,000 €250,000 €150,000 (€100,000) 

20,000 €200,000 €100,000 €300,000 €300,000 BEP 

30,000 €200,000 €150,000 €350,000 €450,000 €100,000 

 

 

To be completed on the course. 

 

(C)  

(i)   Define the term margin of safety.    

0
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The margin of safety is the difference between present output and the Breakeven point. 

It is the number of units by which we can reduce production before we would make a loss. 

(ii)  Discuss one limitation of a breakeven analysis when making business decisions.      (15) 

Limitations of Breakeven charts 

 

Selling price may change due to discounts or other incentives to stimulate sales. 

Economies of Scale may occur as the firm expands and this would reduce the Average Cost per 

unit. 

Fixed costs may rise during year maybe due to renting a new premises to facilitate expansion. 

We assume that output can be sold but we may have stocks left over. 

 

Discuss the three challenges below that a new business start‐up must address.    

                             Ownership structure       Production           Finance                            (20)         

 

Ownership structure: Aimee will have to choose a suitable ownership option e.g. Sole Trader, 

Partnership or Private Limited company. DESIGNATED ACTIVITY COMPANY A company may be 

attractive because it offers the benefit of limited liability. A partnership allows new skills to be 

acquired whereas a sole trader may be attractive because the owners retain control. 

 

Production Method (Manufacturing Firm for makeup): Aimee must choose a suitable method of 

production e.g. job, mass, or batch production. The method chosen must suit the business, guarantee 

quality, and ensure competitive prices. 

Finance: Aimee will have to choose suitable short-term (a bank overdraft to pay wages), medium-term 

(leasing equipment and machinery) and long-term finance (mortgage to purchase buildings) sources 

of finance. The business will have to raise finance to establish itself and survive. It will have to manage 

its cash flow and in particular its loan repayments. 

 

(B)  Describe the first four stages involved in the development process of a new product.        (20)  

1) 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. 
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Aimee may brainstorm with trusted employees to generate new lines of makeup. 

 

 

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. May use SWOT analysis. 

 

Aimee may use a SWOT analysis to eliminate unsuitable ideas.         

 

 

 

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. 

 

Aimee must develop a unique selling point. 

 

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. 

Aimee would look at the costs, revenues, and profits of the new product. 

 

(C)   

(i)   Define the term market segmentation.     

(ii)  Illustrate two different ways a market can be segmented.                        (20) 

 

Market segmentation involves dividing up the market into clearly identifiable sections, which have 

common characteristics. It allows a firm to identify who their target market is e.g. the targeted 

section for Fredo bars is younger children without income. 

1. Demographic segmentation separates your audience by who they are, using the following 

traits: age gender occupation income family status. 

Example expensive jewellery is targeted at families or individuals with high disposable 

incomes. 

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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2. Geographical segmentation is best used when a customer’s location influences their 

purchase decision. This is going to be true for nearly any business, which is why 

geographical segmentation is one of the most popular forms of segmentation used. 

Example Marks and Spencer pre prepared luxury foods are aimed at urban dwellers more 

than rural shoppers. 

3. Psychographic segmentation separates the market audience by their personality.  For 

example: Interests, attitudes values and lifestyle This can be especially useful for businesses 

which sell a product or service that will make an impact on people with specific world views 

or ideas. 

Example People who would typically buy Green and Blacks ethically sourced chocolate. 

 

 

 



THE HIGHER OPTION 125

The areas included here are:

 (A) Sources of new business ideas
 (B) Business taxation
 (C) Types of organisations

APPLIED BUSINESS QUEsTIoNs
(suitable for 2022 LCHL)

•  A POINT plus EXPLANATION, plus a LINK from the
passage of RELEVANT KNOWLEDGE 

•  4 points needed for Part A; will gain full marks

•  4 points were needed for Part B;
NAME / INFORMATION / LINK

•  4 points needed at Part C;
2 benefits and 2 drawbacks,
POINT + EXPLANATION + LINK

•  Relevant knowledge is needed but if enough individual
correct points are not given then it is impossible to gain
full marks. If you are in any doubt include the extra
expanded point.
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LEAVING CERT BUSINESS126

Vineport Inn Ltd.
Helen always had a love of travel and it was on one of these trips in 2005 that her most
successful idea to date was spawned. She noticed that a series of ‘theme’ hotels had been
established in the South of England. Each hotel catered for the needs and wants of the
lover of fine wines and foods. 

In previous business ventures she would have relied on meetings of her staff to stimulate
the creative process. Helen also relied heavily on consumer feedback to generate new ideas.

The business ‘Vineport Inn Ltd’ has built up a steady customer base of tourists and
repeats. The full-time workforce has grown to 55 and the business reported a net margin of
14% on sales of €2m. 

Helen has campaigned against the excise duties on wine, which she maintains is affecting
margins at a time when the smoking ban is taking its toll. She also feels that the arrival of
the Euro has made prices more transparent across Europe and feels that the Irish
government should reduce the Value Added Tax on restaurants. Still with a highly efficient
business and above average margins, she knows that other businesses in the industry are
worse off than hers.

Helen had operated as a sole trader for the first 18 months but changed to private limited
company status in November 2006. She wished to protect her own private wealth and
knows that she has the option of bringing in new shareholders in the future. On the
downside though, the transition was relatively expensive, and she feels that the business is
victim to an unfair tax system.

(A) Outline four sources of new business ideas/opportunities that Helen uses to
develop her businesses. Refer to the above text in your answer.  (30 marks)

Solution

The main sources are:

•  Foreign Travel

   Helen has spotted an unusual idea while on holidays and modified the idea to suit the Irish
market. She has used her love for travel to explore new ideas. “She noticed that a series of ‘theme’
hotels had been established in the South of England.”

•  Brainstorming

   This is a technique whereby a group of staff usually go to an offsite location and discuss a
variety of new ideas for a fixed time period and must come up with something tangible. “In
previous business ventures she would have relied on meetings of her staff to stimulate the creative process.”

•  Customer Feedback

   As all business strives to satisfy the consumers’ needs and wants profitably it makes good
business sense to take their opinions on board. “Helen also relied heavily on consumer feedback to
generate new ideas.”

•  Hobbies and Interests

   Helen has turned a passion and a leisure activity into a profitable business idea. She has carried
out the research inadvertently and is now well placed to be successful. “Helen always had a love
of travel and it was on one of these trips in 2005 that her most successful idea to date was spawned.”
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Vineport Inn Ltd. would be familiar with the following type of taxes:

•  Corporation Tax

   • This is a tax on a company’s profits.

   • It is based on Sales – Allowable Expenses, e.g. wages.

   • The EU standard rate is 12.5%. ‘Ltd’ means Vineport is a registered company.

   • “Helen had operated as a sole trader for the first 18 months but changed to private limited company
status in November 2006.”  

•  Value Added Tax (VAT)

   • The business is primarily a retail outlet. It collects this tax on sales and pays it out on
purchases. The difference is sent to the Revenue Commissioners.

   • The top rate in Ireland is 21%.*

   • “She also feels that the arrival of the Euro has made prices more transparent across Europe and feels
that the Irish government should reduce the Value Added Tax on restaurants.”

•  Pay As You Earn (PAYE)

   • Vineport has 55 employees and would have to deduct this tax from their incomes. PAYE is
charged on Gross Pay and the employee’s tax credit reduces the tax liability. In Ireland the
rates are 20% and 40%.

   • “The full-time workforce has grown to 55.”

•  Excise Duties
   • This type of tax affects the ‘old reliables’, which includes alcohol, and this is collected on sales

from customers but is bad for business as it pushes up prices.

   • “Helen has campaigned against the excise duties on wine, which she maintains is affecting margins at
a time when the smoking ban is taking its toll.”

* Rate correct at time of going to print. As part of the July 2020 stimulus package during the Covid-19 pandemic,
the Irish government temporarily reduced the standard rate of VAT from 23% to 21% for a six-month period,
from 1 September 2020 to 28 February 2021.

(B) Outline the various taxes that vineport Inn Ltd. should be familiar with. Refer
to the above text in your answer.  (30 marks)

Solution
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Advantages
•  Limited Liability

   This concept is of particular benefit to smaller investors in the event of things going wrong, e.g.
Helen may only lose a maximum of what she had invested and not her private wealth. “She
wished to protect her own private wealth.”

•  Corporate Status

   The company would have separate legal status from Helen and can sue and by sued in its own
name. Once they obey the Companies Act, they are not held personally liable for the debts of
the business. “Helen is separate in the eyes of the law than Vineport Inn.”

Disadvantages
•  Legal costs

   It costs about €800 in legal fees to set up a private limited company and this can prove to be
expensive for a small business. There are also accounting charges. “On the downside though the
transition was relatively expensive.”

•  Taxation

   If the company makes a profit it is liable for corporation tax. If Helen is an employee, she will
be liable for Pay As You Earn. If she receives dividends, they will also be taxed. “She feels that the
business is victim to an unfair tax system.”

(C) Explain the benefits and drawbacks for Helen of converting to private
company status. Refer to the above text in your answer.  (20 marks)

Solution
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Wrapido Ltd.
Seamus Foley has recently set up his café and deli counter close to the International
Financial Services Centre in Dublin city centre. He had previously worked as head chef for
one of the country’s leading banks and noticed the phenomenal demand for healthy eating
and an overall shift away from the traditional tasty but fatty foods. 

He quickly developed his ‘Wrapido’ brand, which describes both the core ingredient and
the notion of speed of service for the overworked financial services worker. The healthy
‘wrap’ is quickly replacing the ‘heavier’ rolls and baguettes. The unique selling point
focuses on healthy ingredients prepared to order for the discerning customer. This niche
market attracts a customer who does not mind paying extra for the added health benefits
and the target market is definitely not the mass produced ‘breakfast roll’ market. Health
factors and superior quality are the order of the day. The initial advertising spend has
centred on the free morning papers aimed at the thousands of commuters that flock to the
area each day. This has been backed up by the regular distribution of flyers in the area.

Six months down the line, Seamus is aware that he has a profitable venture up and running
but is struggling to balance his cash inflows and outflows on a daily basis. The acid test
ratio is showing at .7:1 whereas net margin is a healthy 25%.

Further analysis has shown that the business is carrying too much stock of raw materials
and this is tying up cash. Seamus has no credit control policy in place to collect the
outstanding monies from corporate clients that buy in bulk but settling patterns tend to be
erratic. The overall liquidity position needs to be overhauled.

Seamus is very aware of the significant impact that the business has on its stakeholders and
is anxious to do the right thing by them. He looks for feedback from customers at every
opportunity and even welcomes criticisms. Employees are paid 1.5 times the minimum
wage, as Seamus sees their satisfaction as the only lasting means of business success. He
carefully sources his suppliers and settles his bills promptly, even to the detriment of his
own cash position. He is anxious to forge links with the local community and personally
takes part in a ‘Meals on Wheels’ run every Friday morning. His expertise is proving to be
invaluable.

(A) Analyse the components of the ‘Marketing Mix’ of the Wrapido. Refer to the
text to support your answer. (30 marks)

Solution

Product: The product Wrapido is aimed at the ever-growing number of health-conscious people
who like their food to taste great, without piling on the pounds at the same time. It satisfies the
needs and wants of the healthy eater. The product lifecycle is at the growth stage and the brand
name is well known locally.

“...and noticed the phenomenal demand for healthy eating and an overall shift away from the traditional
tasty but fatty foods.”

Price: The price was set at a standard €5 per wrap with no limit on fillings. This was in line with
market rival O Brien’s and also considers the fact that ‘green’ consumers are prepared to pay
more for the health benefits. It takes its own profit margin into account.

“This niche market attracts a customer who does not mind paying extra for the added health benefits and
the target market is definitely not the mass produced ‘breakfast roll’ market.”

– continued overleaf
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Place: As the product is perishable and targeting a local market, it makes more sense to sell
through its retail outlet which is close to the busy offices. The manufacturer-to-customer channel
is the most suitable.

“...the thousands of commuters that flock to the area each day.”

Promotion: The notion of highlighting the existence of the business with a view to increasing
sales is been handled efficiently as it is focusing the spend on a specific target market and is
communicating directly with the relevant customers.

“The initial advertising spend has centred on the free morning papers aimed at the thousands of
commuters that flock to the area each day. This has been backed up by the regular distribution of flyers in
the area.”

(B) Analyse the firm’s liquidity position and offer suggestions based on your
findings. (25 marks)

Solution

The firm is profitable but there is a cash flow problem as the acid test ratio is only .7:1. This
means that for every € that falls due in the short term this firm only has 70c to meet it. The ideal
situation is that the firm has a ratio of 1:1.

Most firms have cash flow problems due to poor working capital management. It has a poor stock
control policy and its cash is being spent on stocks of goods that are not needed in the immediate
future. It has a poor credit control policy and is unable to collect the outstanding monies owed to
it. Debtors would be ‘leaning’ on its business and this drains its cash flow.

“Further analysis has shown that the business is carrying too much stock of raw materials and this is tying
up cash. Seamus has no credit control policy in place to collect the outstanding monies from corporate
clients that buy in bulk but settling patterns tend to be erratic.”

Suggestions:

•  It could introduce a ‘Just in Time’ stock policy whereby stocks arrive as closely as possible to the
time of use and this releases cash for other areas of the business.

•  It could implement a more careful credit policy. It could get credit references on its debtors to
minimise slow payments and bad debts. The fact that the business is profitable with a net
margin of 25% tells us that the revenues that the firm SHOULD receive and the expenditure
that the firm SHOULD pay.
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(C) Outline how the business is dealing with social responsibility and its
stakeholders. Refer to the text to support your answer.  (25 marks)

Solution

Business has social responsibilities to the following:

•  Investors
   A business has a responsibility to its owners and by creating wealth in the form of profits. It

should pay the highest dividend possible. Irish investors can take advantage of ethical
investment options. It should retain earnings for the future and manage the return on
investment very carefully. 

   “Six months down the line, Seamus is aware that he has a profitable venture up and running, but is
struggling to balance his cash inflows and outflows on a daily basis.”

•  Employees
   Workers are not exploited and are paid a fair wage. Conditions are above average, and health

and safety issues are a priority. In return, the socially responsible firm benefits from a loyal and
productive workforce.

   “Employees are paid 1.5 times the minimum wage, as Seamus sees their satisfaction as the only lasting
means of business success.”

•  Customers
   The business does not exploit and manipulate customers. 

   Products should not be dangerous and the firm refrains from harmful business practices. In
return, they benefit from a loyal and regular custom from socially responsible customers.

   “He looks for feedback from customers at every opportunity and even welcomes criticisms.”

•  Society
   Business and society should sort out all conflicts and contentious areas and a happy medium of

good for business/good for society should be reached. Do we have low unemployment and high
pollution or vice versa? The general public are co-operative towards socially responsible firms
and give them their business and do not object to expansion

   “He is anxious to forge links with the local community and personally takes part in a ‘Meals on Wheels’
run every Friday morning. His expertise is proving to be invaluable.”
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Enterprise Words

   Independent

   Risk-taker

   Innovative

   Opportunistic

   Future-focused

   Decisive

   Proactive

   Confident

Management Skills

   Leadership

   Communicating

   Motivation

Management Activities

   Planning

   Organising

   Controlling

Types of Planning

   Strategic

   Tactical

   Contingency

   Mission Statement

Leadership Styles

   Autocratic

   Democratic

   Laissez-faire

New Product Development

1.   Idea Generation

2.   Screening of Ideas

3.   Concept Development

4.   Feasibility Study

5.   Prototype Development

6.   Test Marketing

7.   Full Launch

Key Revision Tables

Marketing Mix
   Product

   Price

   Place

   Promotion

Promotional Mix
   Advertising

   Sales Promotion

   Public Relations and Sponsorship

   Personal Selling

MONITORING
THE BUSINESS

Gross Profit Percentage:

Gross Profit x 100

Sales

Net Profit Percentage:

Net Profit x 100

Sales

Return On Investment:

Net Profit x 100

Balance Sheet Total

Current Ratio:

Current Assets

Current Liabilities

Acid Test Ratio:

Current Assets Less Closing Stock

Current Liabilities

Debt Equity Ratio:

Long-term Debt

Issued Ordinary Shares + Reserves
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