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1	Assess the extent to which the problems of rapid growth may have been managed by Tended Ltd.
(12)

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
3.2.2 Mergers and takeovers
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2	Assess the likely effects for AG Barr of taking over Funkin, the cocktail mixer
business. 
(12)
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3	Assess whether expanding by organic growth was the right decision for Mumtaz.
(10)
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4	Explain one reason why businesses that sell VisionSpring’s glasses may prefer to stay small.
(4)
	
	
	
	
	
	
	
	



















	Question Number
	Indicative content
	Mark 

	1 
	Knowledge 2, Application 2, Analysis 4, Evaluation 4

Indicative content
· Knowledge of problems of rapid growth such as diseconomies of scale, communication and overtrading.

Ways in which the problems have been managed: 
· Good leadership may have enabled Tended Ltd to overcome communication difficulties e.g. employees have pulled together as a team.
· Overtrading difficulties were eased by obtaining additional finance – Tended Ltd was loaned £50,000 from Enterprise Loans.
· Development issues, such as creating new products e.g. new smartwatch were addressed through securing the additional necessary funding from Enterprise Loans.

Possible counterbalance 
· In the short-term communication and co-ordination may have still been a problem as a result of the rapid expansion of the workforce from a team of one to 10 employees in eight months.
· Despite obtaining additional finance, Tended Ltd may have struggled with overtrading – the business had difficulties raising finance and still faced cash flow issues on a few occasions.
· Longer term development issues may not be managed – these may include finding bigger premises and obtaining more suppliers for new products such as smartwatches.

Potential judgement
· Tended Ltd has survived and overcome the problems of rapid growth, because it is still constantly innovating and staying agile through careful planning and effective management of the increased workload.
· Tended Ltd may not overcome all the problems of rapid growth. This is because Leo Scott Smith is young and may lack experience to solve problems such as effectively managing a bigger workforce. 
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	Level
	Mark
	Descriptor

	
	0
	A completely inaccurate response.

	Level 1
	1–2
	Isolated elements of knowledge and understanding – recall based.
Weak or no relevant application to business examples.
Generic assertions may be presented.

	Level 2
	3–4
	Elements of knowledge and understanding, which are applied to the business example.
Chains of reasoning are presented, but may be assertions or incomplete.
A generic or superficial assessment is presented.

	Level 3
	5–8
	Accurate knowledge and understanding, supported by relevant and effective use of the business behaviour/context.
Analytical perspectives are presented, with developed chains of reasoning, showing cause(s) and/or effect(s).                                   An attempt at an assessment is presented, using quantitative and/or qualitative information though unlikely to show the significance of competing arguments.

	Level 4
	9–12
	Accurate and thorough knowledge and understanding, supported throughout by relevant and effective use of the business behaviour/context.
A coherent and logical chain of reasoning, showing cause(s) and/or effect(s).
Assessment is balanced, wide ranging and well contextualised, using quantitative and/or qualitative information and shows an awareness of competing arguments/factors leading to a supported judgement.










	Question Number
	Indicative content
	Mark 

	 2 
	Knowledge 2, Application 2, Analysis 4, Evaluation 4
Indicative content
A takeover is where one business buys a majority shareholding in another business and obtains full management control 
Potential financial risks:
· Initial cost of £16.5m which could rise to £21m. This is a significant amount which could be lost if the takeover is not successful
· Opportunity cost – could the £21m be better spent on developing new soft drinks or increased marketing?
· Lack of expertise – this is a new market for AG Barr and carries greater risk and uncertainty, which could negatively affect profitability
Potential financial rewards:
· Diversification into new markets. AG Barr would no longer be reliant on the soft drinks market for its sales revenue and profits
· Entering a new market. The cocktail mixer market is growing and AG Barr can sell its products to another market segment, providing the opportunity for increased sales and profits
· Potential economies of scale. AG Barr can use its existing distribution network and production facilities. This could lead to reduced unit costs
Potential judgement
· The financial rewards could be greater as the takeover provides the opportunity for AG Barr to diversify into a growing market
· The financial risks could be greater as AG Barr is entering a new market and due to their lack of expertise, could potentially fail with the loss of at least £21m
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	Question Number
	Indicative content
	 Mark

	3
	Knowledge 2, Application 2, Analysis 3, Evaluation 3

Indicative content
· Organic growth occurs when a business expands internally and does not involve another business taking over or merging with it

Reasons for organic growth:
· Mumtaz Foods retains control especially as it is a family owned business
· It maintains its existing management/structure/culture
· It enables the business to plan for and control growth
e.g. the decision to enter the ready meals and halal baby food market plus to open its own restaurants and factories
Possible counterbalance:
· Organic growth is slower e.g. Mumtaz Foods has existed since 1979 and has only gradually grown to its current size
· Organic growth is limited, for example the business has only expanded in the Asian food market
· Limited finance available to fund organic growth e.g. Mumtaz has only used internal finance

Potential judgement
· Organic growth is the right decision because it enables the business to maintain control, which is especially important because Mumtaz is a long established business that has always been owned by the Akbar family
· Organic growth is not the right decision because the business may have been slower than its competitors to grasp the opportunities offered by the growing ready meals market
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	Level
	Mark
	Descriptor

	
	0
	A completely inaccurate response.

	Level 1
	1–2
	Isolated elements of knowledge and understanding – recall based.
Weak or no relevant application to business examples.
Generic assertions may be presented.

	Level 2
	3–4
	Elements of knowledge and understanding, which are applied to the business example. 
Chains of reasoning are presented, but may be assertions or incomplete. 
A generic or superficial assessment is presented.

	Level 3
	5–8
	Accurate and thorough knowledge and understanding, supported throughout by relevant and effective use of the business behaviour/context. 
Analytical perspectives are presented, with developed chains of reasoning, showing cause(s) and/or effect(s).
An attempt at an assessment is presented, using quantitative and/or qualitative information,though unlikely to show the significance of competing arguments.

	Level 4
	9–12
	Accurate and thorough knowledge and understanding, supported throughout by relevant and effective use of the business behaviour/context. 
A coherent and logical chain of reasoning, showing cause(s) and/or effect(s). 
Assessment is balanced, wide ranging and well contextualised, using quantitative and/or qualitative information, and shows an awareness of competing arguments/factors leading to a supported judgement














	Question Number
	Answer
	Mark 

	4
	Knowledge 1, Application 2, Analysis 1 

Knowledge: 1 mark for one reason why businesses that sell VisionSpring glasses may prefer to stay small:
· Flexibility in responding to customer needs
· Reduced risk of business failure

Application: up to 2 marks for two uses of context e.g 
· Shops selling glasses are located in rural areas
· Small business owners visit villages to conduct eye tests.

Analysis: 1 mark for
· Local businesses may have greater knowledge of their customers’ needs.
· Therefore the small business owners can respond quickly to their customer needs by supplying glasses immediately if needed.
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Extract A
Tended Ltd

Tended Ltd is a fast-growing technology start-up company based in Lincoln, UK founded
by young entrepreneur Leo Scott Smith, who is the main shareholder. The company has

created a personal safety device called the ‘Tended Protect! Tended Ltd aims to increase

its market share of the global wearable technology market.

Tended Protect is a wrist-worn wearable safety device that monitors the movements
of the user through artificial intelligence and has the ability to learn and detect
‘abnormalities; such as a fall or strong impact. If the user does not or cannot respond to
the device's safety check, then an alert will be sent to the user’s nominated emergency
contact. It gives the GPS location, health and activity information and will open the
channel for live audio with the wearer.

Tended Ltd has gained £50 000 from Enterprise Loans*, to help further develop the
Tended Protect, create new jobs and marketing for the new product, as well as fulfilits
initial orders.

*A subsidiary of the UK government's British Business Bank.

(Source: adapted from http://www.smeweb.com/2018/07/09/
qa-leo-scott-founder-ceo-tended-protect/

and https://cityx.co.uk/2018/07 /tended-wearable-
safety-device-developed-lincolnshire/)

Extract B
The expansion of Tended Ltd

Tended Ltd has developed at a fast rate, from one member of staff to a team of 10 in
eight months. It encountered difficulties such as raising finance and it ran out of cash on
afew occasions. Tended Ltd also faced development issues, which took months to fix.
However, it overcame all of these issues. The staff pulled together as a team, worked into
the early hours of the morning and constantly innovated and took risks, enabling the
business to stay agile and continue to grow rapidly.

(Source: adapted from httpsy/wwwistartupvalley.news/uk/
tended-personal-safety-wearables/)
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Extract G
AG Barr gets a taste for cocktails and snaps up Funkin

In February 2015, AG Barr, the soft drinks company that makes Irn Bru, bought cocktail

mixer business Funkin in a deal worth up to £21m. The Scottish-based business

acquired Funkin for £16.5m in cash, and could pay a further £4.5m if the business hits its
performance targets. AG Barr said the deal would take it into a new expanding market, 5
as consumers seek different tastes.

To boost sales of Funkin's products, AG Barr plans to use its own distribution network.

Roger White, Chief Executive of AG Barr, said: “We have a proven track record of acquiring

and developing high-growth brands and, under our ownership, we believe Funkin is even

more strongly positioned to take advantage of a number of exciting 10
growth opportunities.”

(Source: adapted from http://www telegraph.co.uk/finance/
newsbysector/retailandconsumer/leisure/11385088/
AG-Barr-gets-a-taste-for-cocktails-and-snaps-up-Funkin html)
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Extract A
Mumtaz Food Group

Mumtaz is an Asian food producer in Bradford. It is a private limited company owned

and run by the Akbar family. Established as a takeaway restaurant in 1979, it now owns

three restaurants and food processing factories that make ready meals. It has always used
internal finance to establish and grow the business. 5

Mumtaz has sales revenues of around £25m. Unlike many of its rivals that produce

ready meals for the supermarkets’ own label brands, Mumtaz sells most of its products

under the Mumtaz premium brand name. Asda, Morrisons and Tesco are among the
supermarkets that sell Mumtaz products and they are also sold in more than

40 countries. The ready meals part of the Group is growing by 15-20% a year. 10

In 2006, a new product range of Halal baby food was launched after Mumtaz became
aware of how difficult it was for Muslim parents to find Halal baby food. Today, roughly
half of all Mumtaz baby food is bought by non-Muslim customers.

Mumtaz intends to continue to expand by organic growth. It recently opened a
second factory in Bradford to meet the increased demand for its ready meals. It is also 15
considering setting up manufacturing operations in Asia.

(Source: adapted from © 2017 Johnston Publishing Ltd)
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VisionSpring i a social enterprise founded to provide glasses that are affordable for
people in developing countries, such as India. These glasses improve job opportunities
for many people in rural areas.

VisionSpring supplies local small businesses, that sellits glasses, and also trains the
business owners to conduct eye tests in local villages.

Each pair of glasses costs VisionSpring £1 to make and deliver, which the small business
buys for £2 and sells to customers for £4. As every step of the chain is profitable, the
business model is sustainable.

VisionSpring’s current growth strategy is to reinvest its profits to expand the scheme, but
itis also considering obtaining loans from established businesses in developing countries.

One such business s ITC, a tobacco company in India that supplies the majority of village
shops.

(Source: adapted from Pyramid power © The Economist, Jan 11th 2007)
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Extract D
The world economic pyramid
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In high income markets, glasses are typically sold using a low-volume, high-profit margin
approach. However, VisionSpring recognised the potential for success in the developing
world. To achieve this, it focused on the low income market, using a high-volume and
low-profit margin approach.

(Source: adapted from © VisionSpring 2018)




