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Background information for all questions

RAD Coffee, widely known as RAD, roasts and grinds coffee beans, and sells these to cafés
and restaurants throughout New Zealand. Sally Johnson started the company in 2008. All
decision-making takes place in the Dunedin head office. RAD operates three other coffee bean
roasting and distribution centres, located in Blenheim, Nelson, and Invercargill. The managers
of these centres report to Sally every three months,

As part of its commitment to corporate social responsibility, RAD donates a percentage of its
profits to charities and local causes. The managers in Blenheim, Nelson, and invercargill can
decide on the level of donation in their respective communities. RAD’s commitment to corporate
social responsibility is an important way for the company to differentiate itself from other coffee
producers. RAD's coffee beans are priced higher than those from their competitors. ,ees4

QUESTION ONE: The costs and benefits of corporate social responsibility

(@ Fully explain ONE benefit and ONE cost to RAD of giving a percentage of its profits to
charities and local causes.
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Discuss how a large business (more than 20 employees and/or with a national or regional
significance) you have studied shows corporate social responsibility in local communities,
other than by making donations to local causes.

In your answer:

° fully explain ONE way in which the large business undertakes corporate social
responsmallty other than by making donations to local causes

. justify, with TWO reasons, whether undertaking corporate social responsibility in this
way improves long-term economic sustainability for your chosen business.
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QUESTION TWO: Monthly revenue and cost reports to aid decision-making

5

Donations to local causes have grown, and Sally is concerned that they are becoming harder
to control. Profits are falling, despite rapid growth. She has asked all centre managers to
prepare revenue and cost reports monthly instead of quarterly (every three months). The centre
managers agree, but have indicated to Sally that because of the rapid growth of RAD, they are
already overworked.

(a)

Fully explain how monthly revenue and cost reports, instead of quarterly reports, may
improve decision-making for Sally. In your answer, include an explanation of the purpose of
revenue and cost reports.
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6

(b) Fully explain ONE benefit and ONE cost to the managers of the three other centres of AssEssoR's

preparing monthly revenue and cost reports instead of quarterly reports, and justify, with
TWO reasons, whether monthly reporting will ensure that centre managers remain motivated,

despite the rapid growth of RAD.
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QUESTION THREE: Organisational structure ASSESSOR'S

USE ONLY

After three months of locking at the monthly revenue and cost reports, Sally is convinced
that controlling RAD’s operations is becoming too difficult. She feels that RAD needs a new
organisational structure. She has arranged to meet with her managers at the three other
centres to discuss alternative organisational structures and decide which would be the most

appropriate, given that the current rapid growth is expected to continue for at least the next two
years.

(@)  Explain which organisational structure is likely to currently operate at RAD, and fully explain
why this structure may make RAD’s operations too difficult to control.
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Discuss ONE new organisational structure which may allow Sally to remain in control and
also enable managers at the other centres to have greater input into decision-making.

In your answer:
identify and explain how this néw organisational structure works
fully explain ONE disadvantage to Sally of using this new organisational structure to
improve decision-making

. justify, with TWO reasons, why this new organisational structure is more appropriate
for Sally to improve decision-making at RAD, given that rapid growth is expected to

confinue.
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Merit exemplar for 90843 — 2016 Total score: 16

Q

Grade
score

Annotation

M5

For part (a) the evidence is at Merit level, because the candidate has fully
explained one benefit and one cost to RAD of giving a percentage of its profits
to charities. The candidate has explained the “what” (improved reputation), the
“‘why” (as RAD give back to the community), and the impact (more customers
and increasing market share). For a cost, the candidate has explained the
“‘what” (profits decrease), the “why” (an example), and the impact (restrict
expansion).

M5

The candidate is precluded from Merit in part (a) because the response has
not referred to the idea of timely data and quicker decisions for why monthly
revenue and cost reports are better than quarterly.

In part (b) the evidence is at Merit level, because the candidate has fully
explained one benefit and one cost to the managers. The candidate has
explained the “what” (managers have more responsibility), the “why” (they
more frequently see the revenue their centre is producing and the costs
incurred), and the impact (sense of empowerment). For a cost, the candidate
has explained more time and effort and the impacts of more stress and
pressure, and decreased productivity, on managers.

M6

Part (a) is at Merit level, because the candidate has included the features of a
tall organisational structure into their explanations. The candidate correctly
included levels of hierarchy, span of control, and chain of command to fully
explain why a tall structure is making RAD’s operations difficult to control. The
candidate has concluded by linking these difficulties to the context of rapid
growth.

Similarly, in part (b) the candidate has correctly included the features of a flat
organisational structure throughout their response. For example, for a
disadvantage the candidate included the concept of a wide span of control
leading to increased workload for managers. This is linked to the impacts on
Sally of decreased motivation and productivity.

To secure an Excellence grade, the candidate needed to expand the answer
as to why a flat structure is more appropriate, given that rapid growth was
expected.
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