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Answer all the questions. 

1    (a)	 Identify two changes in the external business environment that could affect future 
decisions made by PACM. 

1.............................................................................................................................................

...............................................................................................................................................

2.............................................................................................................................................

...............................................................................................................................................
[2]

(b)	 Explain how each of the following risk factors could affect PACM.

Financial risk

...............................................................................................................................................

...............................................................................................................................................

...............................................................................................................................................

...........................................................................................................................................[2]

Risk of damage to the reputation of the business

...............................................................................................................................................

...............................................................................................................................................

...............................................................................................................................................

...........................................................................................................................................[2]

(c)	 Identify one internal stakeholder of PACM and state how they are likely to be affected by 
decisions made by PACM.

...............................................................................................................................................

...............................................................................................................................................

...............................................................................................................................................

...........................................................................................................................................[2]
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2 	 Carlos has produced the following figures to support Option 2: Dedicated production 
facility.

•	 Total net profit over 5 years = £180 000
•	 Project lifetime = 5 years
•	 Initial cost = £200 000.

(a)	 Calculate the average rate of return (ARR) for Option 2.

Show your workings

Average rate of return (ARR) =                                               %

[2]

(b)	 Explain one benefit and one drawback to PACM of using average rate of return (ARR) 
data to support investment decisions.

Benefit...................................................................................................................................

...............................................................................................................................................

...............................................................................................................................................

...........................................................................................................................................[2]

Drawback...............................................................................................................................

...............................................................................................................................................

...............................................................................................................................................

...........................................................................................................................................[2]
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3 	 Carlos has calculated the absenteeism rate at PACM for the past six years. Carlos has also 
obtained absenteeism data for the bakery industry. This information is shown in Fig. 1 below.

Year PACM absenteeism  
rate

Bakery industry absenteeism 
rate

2012 4.4% 4.2%
2013 2.5% 4.5%
2014 5.9% 4.4%
2015 7.5% 4.7%
2016 4.0% 4.0%
2017 8.5% 4.2%

Fig. 1

(a)	 Compare the absenteeism rates for PACM with the absenteeism rates for the bakery 
industry.

...............................................................................................................................................

...............................................................................................................................................

...............................................................................................................................................

...............................................................................................................................................

...............................................................................................................................................

...........................................................................................................................................[3]

(b)	 Explain one action that PACM could take to reduce its level of absenteeism.

...............................................................................................................................................

...............................................................................................................................................

...............................................................................................................................................

...............................................................................................................................................

...............................................................................................................................................

...........................................................................................................................................[3]
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4 	 Carlos is concerned that the profit level earned by PACM is too low. Carlos is aware that 
Porter’s Five Forces Model can help him understand the factors that affect how much profit 
PACM can make.

Explain how each of the following forces will affect the amount of profit that PACM could make.

The threat of new entrants

......................................................................................................................................................

......................................................................................................................................................

......................................................................................................................................................

......................................................................................................................................................

......................................................................................................................................................

..................................................................................................................................................[3]

The bargaining power of suppliers

......................................................................................................................................................

......................................................................................................................................................

......................................................................................................................................................

......................................................................................................................................................

......................................................................................................................................................

..................................................................................................................................................[3]
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5 	 Carlos intends to complete an external business environmental audit to help decide whether 
Option 2: Dedicated production facility should be chosen.

Evaluate to what extent PACM should make completing an external business environmental 
audit for Option 2 a priority.  In your answer you should consider the advantages and 
disadvantages to PACM of using an external business environmental audit to help decide 
whether to choose Option 2.

[12]

......................................................................................................................................................

......................................................................................................................................................

......................................................................................................................................................

......................................................................................................................................................

......................................................................................................................................................

......................................................................................................................................................

......................................................................................................................................................

......................................................................................................................................................

......................................................................................................................................................

......................................................................................................................................................

......................................................................................................................................................

......................................................................................................................................................

......................................................................................................................................................

......................................................................................................................................................

......................................................................................................................................................

......................................................................................................................................................

......................................................................................................................................................

......................................................................................................................................................

......................................................................................................................................................

......................................................................................................................................................

......................................................................................................................................................

......................................................................................................................................................

......................................................................................................................................................

......................................................................................................................................................
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......................................................................................................................................................

......................................................................................................................................................

......................................................................................................................................................

......................................................................................................................................................

......................................................................................................................................................

......................................................................................................................................................

......................................................................................................................................................

......................................................................................................................................................

......................................................................................................................................................

......................................................................................................................................................

......................................................................................................................................................

......................................................................................................................................................

6 	 If Option 3: Convert part of the existing shop into a café is chosen, the job role of sales 
staff will need to change.  Sales staff would need to provide a table-waiting service. Some 
sales staff are reluctant to make this change.

(a)	 Explain one reason why some of PACM’s sales staff might be resistant to change.

...............................................................................................................................................

	 ...............................................................................................................................................

	 ...............................................................................................................................................

	 ...............................................................................................................................................

	 ...............................................................................................................................................

	 ...........................................................................................................................................[3]

(b)	 Explain one action that PACM could take to make its staff less resistant to change.

...............................................................................................................................................

	 ...............................................................................................................................................

	 ...............................................................................................................................................

	 ...............................................................................................................................................

	 ...............................................................................................................................................

	 ...........................................................................................................................................[3]
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7 	 Recommend which one of the three options under consideration at PACM would best secure 
the long-term future of the company. Justify your view.

[16]
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......................................................................................................................................................

......................................................................................................................................................

......................................................................................................................................................
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ADDITIONAL ANSWER SPACE

If additional answer space is required, you should use the following lined page(s). The 
question number(s) must be clearly shown in the margin(s) – for example 1(a) or 2(b).
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