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	The managers of a large manufacturing business want to introduce a system of quality assurance. To what extent will the benefits of quality assurance only be realised in the long term?
(25  marks)



Possible paragraph points:

	For benefits only received in the long-term:
	For benefits being received in the short-term:

	Introducing a system of quality assurance will require all staff to be trained, increasing short-term costs. This could be significant given that the business is a large manufacturer and could therefore have large numbers of employees. Any financial benefits may therefore not be realised until the long-term

Productivity may decrease in the short-term as employees get used to the new system resulting in higher labour costs per unit

There may be some initial resistance from staff who may not be keen on accepting new roles and responsibilities 

Training staff and implementing new ways of working will take time, especially in a large business

	Quality assurance will increase the responsibility of the employees which may have some immediate/ short-term motivational benefits

The benefits of increased quality could be received quite quickly as every employee will be focusing on quality 

There may be a need to re-design some of the worker’s jobs which could also bring about some fairly short-term motivational benefits




Overall
· Introducing a system of quality assurance in a large business will invariably cause some teething problems, especially in the short-term
· Jobs may need to be re-designed, new systems implemented and a significant training/ retraining programme rolled out which could be time consuming
· The business could however, receive some fairly quick benefits, such as increased motivation from employees who are given more ownership and increased responsibility
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	To what extent do cash flow problems pose a greater threat than low levels of profitability for a public limited company

(25  marks)



Possible paragraph points:

	For cash flow posing the biggest threat:
	For low levels of profitability posing the biggest threat

	Poor cash flow could result in the business not being able to pay its bills, such as wages and payables. As a result the business could go into administration
Cash flow problems could make it difficult for the business to secure or extend lines of credit putting further pressure on cash flow
Businesses with poor cash flow may find it difficult to expand as expansion will result in further outflows such as increased wages


	Low profitability may restrict a business’s ability to lower its prices which may sometimes be necessary in order to gain a competitive advantage, depending on the industry the business operates in
Shareholders may be unhappy with low levels of profitability as this reduces the size and likelihood of a dividend. This could put downward pressure on share prices 
Low levels of profitability could make it difficult for the company to raise money via share capital meaning any finance might need to be obtained via loan capital, increasing the businesses costs, putting further pressure on profitability 



Overall
· Many businesses can cope with prolonged levels of low profitability, poor cash flow however perhaps poses a much greater short term risk to the business
· A lot may depend on the attitudes of shareholders. Shareholders who take a long-term view may not be too concerned by the businesses low levels of profitability
· Low levels of profitability may make it difficult for a PLC to expand and attract new shareholders. This could threaten the businesses ability to expand in the future or to invest in new products and services, threatening its ability to compete effectively in the future
· Poor cash flow is one of the biggest causes of business failure and could result in a profitable company going out of business




	03
	In 2009, the Bank of England reduced interest rates to a record low of 0.5%. To what extent do you think that it is inevitable, that a rise in interest rates will lead to a fall in demand for a business’s products and services? Justify your answer

(25  marks)



Possible paragraph points:

	For a rise in interest rates leading to a fall in demand:
	For a rise in interest rates not leading to a fall in demand:

	A rise in interest rates could increase the attractiveness of saving meaning that people switch from spending to saving resulting in a fall in demand for products and services
Businesses whose products are bought mainly on credit or loan finance, for example, car dealerships, may find demand falling as the cost of borrowing becomes more expensive
Consumers with mortgages on variable interest rates will see a reduction in their disposable income resulting in a fall in demand for products and services
Businesses who have loan finance may see an increase in their costs. This could result in the need to increase prices resulting in a fall in demand, the extent of which would depend on the price elasticity of demand of their products/ services 
	A rise in interest rates could lead to an increase in demand for certain products and services, for example, businesses like Aldi or Lidl may see an increase as customers switch from more expensive alternatives
Businesses who sell products and services which are classed as necessities may find demand remains relatively stable 





Overall
· Depends on the type of products and services sold by the business, for example, discount stores may see demand increase whereas products mainly bought on finance may see a fall in demand
· Depends on the extent of the increase in interest rates. A very small increase may have little or no effect on demand
· The extent to which demand falls could depend on the reaction of the business, for example, car dealerships may decide to lower their prices to offset the rise in interest rates or offer 0% finance
· Multi-product businesses may see a rise in demand for some products and a fall in others
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