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Section 2 

ANSWERS TO OBJECTIVE TEST 
QUESTIONS 

BUSINESS MODELS AND VALUE CREATION 

1 Social 

The social aspect of PESTLE analysis will consider such things as population shifts, age 
profiles, attitudes, values and beliefs. Cultural or demographic factors would generally be 
considered under this heading. 

2 The correct matching of the definitions is shown below: 

The age at which people are allowed to drink alcohol Legal 

Government tax on sales of alcohol Political 

The level of disposable income people have Economic 

People’s religious beliefs and attitudes towards alcohol Social 

3 C 

The relatively low cost of the machine and licence, together with the fact that an unskilled 
person would only require a two day training course suggests that it would fairly easy for 
anyone to enter the market. Using the five forces model would conclude that the threat of 
new entrants is high. 

No information is given in the question regarding the powers of the buyers or suppliers or 
the rivalry within the industry. 

4 The force which would consider this information is Rivalry and from the scenario, the force 
would be High. 

The threat from rivals will be high as the four main players are similar size and account for 
the majority of the market. The leading company holds 26% of the market. In addition, the 
market is growing slowly therefore to make inroads into this market it will require to take 
some market share from one of the main players which they would resist strongly.  

5 C  

Numerous suppliers would suggest that supplier power is low and in terms of barriers to 
entry, if anything this would enhance the likelihood of entering the market. 
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6 A, B and D 

Barriers to entry to a market are those aspects which make it difficult for a new company to 
enter the market. Potential entrants to the market will want the barriers to be low, but 
existing companies operating in the market will want the barriers to be high to stop new 
entrants coming in to the market and intensifying competition.  

7 B 

Competitors will need to sell a lot to cover high fixed costs so will fight aggressively to 
maximise sales and cover their fixed costs. 

Rapid growth in the market would actually make existing competition less intense, as 
existing competitors would struggle to keep up with demand and would not need to 
acquire competitor’s customers to grow. 

Relative quality and costs of similar products drives the threat of substitute products. 

High barriers to entry would affect the threat of new entrants.  

8 D 

It will be difficult for new companies to enter this market. This is mainly due to the 
accreditation that is required before a company can offer courses, and this process can take 
several years.  

9 B and D 

The existence of patents makes it harder for new companies to enter the market. Also, 
where the existing firms in the market are large, new starts will find it hard to compete and 
are therefore less likely to enter the market. 

The others would all make it easier or more attractive to enter the market. 

10 C 

Threat of substitutes refers to people’s tendency to replace one product with another. 

11 A 

According to Porter, organisations can generate competitive advantage through: 

• cost leadership (offering the same quality as competitors but at a lower price) 
• differentiation (offering innovative and high quality products which can be 

differentiated from rival products and for which high prices can be gained) 
• focus (concentrating on a small, niche part of the market).  

12 B and C 

Option A is incorrect in that Big Data does not refer to any specific financial amount. 
Option D is also incorrect. Big Data can indeed come from many sources, but this is too 
narrow a definition. Big Data refers to the large volume of data, the many sources of data 
and the many types of data.  

Option E is also incorrect as big data contains both financial and non-financial data.  
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13 D 

By definition. 

14 C 

This is a description of artificial intelligence. 

15 A, B and D 

In order to increase security and address the issue of cyber risk, all of the transactions in a 
blockchain are publically available and all transactions must be verified by a decentralised 
network of computers. 

16 B, C and F  

The IBM report “The New Age of Ecosystems” suggested that emerging technologies create 
an environment that is connected and open, simple and intelligent, fast and scalable. 

17 B  

‘Reach’ refers to a participant’s ability to extend activity or interactions throughout the 
environment. 

18 F  

‘Course’ refers to the speed and direction at which content or value is exchanged within an 
ecosystem. Jessie’s business model relies on a high-speed transfer of information and 
value. 

19 B  

Statement (i) is false – in traditional markets we assume that entities act out of individual 
self-interest but within ecosystems value creation is seen to be more collaborative. 

Statement (ii) is true as ecosystems only exist because participants can deliver more value 
acting together for the mutual benefit. This results in higher levels of coordination, shared 
ideals, shared standards and shared goals, than in traditional markets. 

20 B  

The specialist nature of Wimber’s skills are indicative of high barriers to entry within the 
industry and, hence high complexity. The presence of extensive regulation would suggest 
rules-based transactions and tight orchestration.  

21 D  

Barriers to entry, and hence complexity, are low, yet orchestration (by the regulator) is 
high, indicating a wolf pack ecosystem.  
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22 A  

Brand atomization is when organisations need to design their offerings so that they can be 
more widely distributed and be part of the platform that is offered by other providers. 

23 C  

According to the World Economic Forum/Accenture analysis, there is greater instance these 
days of customers attaching more importance to independent reviews of products or 
services than to marketing information provided by the business or reviews from other 
organisations (such as trade journals). The purchase decision will be influenced by what 
fellow customers have said, meaning that a poor review can have a disastrous effect on 
future sales potential. This is known as ‘peer review and advocacy’. 

24 A  

 Defining value is when organisations look at who they create value for and what counts as 
value for them.  

25 B 

Stakeholders with low interest and high power can easily increase their level of interest 
which would make them key to any decisions being made. The best way to manage such 
stakeholders is to keep them satisfied in order to keep them from moving from quadrant III 
to quadrant IV. 

26 The employees would have high interest and low power therefore the correct strategy for 
managing them would be keep informed. 
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27 A 

The objective is to prevent this group from joining forces with other, more powerful groups. 
It is important with this group that the activities of the organisation are presented as 
rational so that the group gain an understanding as to the reasons behind the 
organisation’s actions. 

Minimal effort would be used for stakeholders with low power and low interest. 

Keep satisfied would be used for stakeholders with high power and low interest. 

Key player would be used for stakeholders with high power and high interest. 

28 D 

Key suppliers score highly on all three attributes: 

Legitimacy – the suppliers are entitled to go to court and seek a winding up order in the 
circumstances described. 

Urgency – key suppliers have already served notice of their intent. 

Power – the court may initiate a winding up order if the company doesn’t act accordingly. 

29 B 

Statement (i) is false – the cost model includes actual as well as expected costs. 

Statement (ii) is true - sharing value is based on the principle of creating shared value, 
which comprises shareholder value and the value delivered to other stakeholders. The 
pecking order depends on the seasons and cycles of firms and their operating environment. 
At least four stakeholder groups are in view: government (taxes); shareholders (dividends); 
incentives for executives (performance-related pay); and the firm (retained income for 
reinvestments). The sharing has to be sensitive to the interactions in the operating 
environment so that it does not harm the firm’s reputation, or the creation and delivery of 
further value. The key bases for decision-making here are thus: tax strategy, dividend 
policy, desired capital structure and investment opportunities.  

30 B and C 

Desirable segments typically have customers who make few or no returns and regularly 
leave product reviews.  

31 A, C and E 

Customer segments can be based on geography (where they live); demography (gender, 
age, marital status, income), lifestyle (cultural practices, social values), behaviour (previous 
purchase history, product benefits sought, preferred means of interaction) and purchase 
journey (how they made purchase decisions, who was responsible for their spend, how 
they talked about the brand and purchase). 

B is thus a geographic basis for segmentation and D a lifestyle one. 

32  D 

Although the customer buying journey can be fluid, complex and involve multiple channels, 
those channels must be integrated into a seamless experience. 
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33  A and C 

The cost architecture is established when defining value and involves four key factors  

• Efficiency of the processes. 
• Levels of activity. 
• Resources consumed during activities. 
• Price paid for resources. 
Investment opportunities (B) are a consideration when sharing residual value and collection 
policy (D) is part of the revenue model. 

34 C and E 

Value is not just another word for profit (A) and includes financial and non-financial 
aspects. Intangible value (B) is growing in importance, so companies should focus on it as 
well as tangible aspects. Creating value is not just about increasing shareholder wealth (D) – 
the whole point of ecosystems is the idea of creating shared value that goes beyond 
shareholders. 

35 B 

Statement (i) is false – formulating a value proposition that meet the needs of the high 
priority stakeholders is a key aspect of defining value rather than creating it. 

Statement (ii) is true. 

36 

Element YourFuture 

Partners YourFuture’s ecosystem includes university departments, local authorities, 
map providers and businesses. 

Resources YourFuture uses its relationships with various employers to source the 
information needed for the web portal. 

Processes YourFuture has designed a system where potential employers can 
populate information directly into the web portal. 

Activities Yourfuture uses a workflow system to allocate tasks and for operational 
reporting. 

Outputs The e-learning platform for teachers, as they are key customers. 
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37   

Category   Strategy 

Cryptocurrency  Buyers of gaming supplies (headsets, controllers, chairs etc.) from a 
range of retail websites can pay for those supplies using ‘Creds’, 
earned by winning online multi-player games.  

Platform  Car manufacturers that are members of DriveIT are sharing data 
collected from car operating systems with one-another, to improve 
the ways that all their vehicles operate and promote the sale of car-
related products and services. 

Fintech  PlaceIT is a portfolio management platform – taking business away 
from typically person-to-person advisers. Subscribers can use a 
smartphone app to get advice and manage their investment portfolio. 

IoT (Internet of 
Things) 

 SwitchITon provides customers with a device and app that 
interconnect all of their domestic appliances and allow them to be 
controlled remotely. 

A cryptocurrency is a digital form of money, meeting the attributes of a store of value, unit 
of account and medium of exchange. 

A platform is a de-centralised and interactive collection of related services, often available 
globally, that uses Internet technologies such as cloud and mobile. 

Finance Technologies (Fintech) are completely disrupting the traditional banking sector – 
long seen as a highly technical, highly regulated industry dominated by giant banks. 

The IoT is the connected network of consumer and industrial non-IT hardware. It includes, 
but is not limited to, vehicles, factory machinery, domestic appliances and buildings. 

38 C 

The Internet of Me – users are being placed at the centre of digital experiences through 
apps and services being personalised. 

39 D 

The Platform (r)evolution – global platforms are becoming easier to establish and cheaper 
to run. Developments such as cloud computing and mobile technology offer huge potential 
for innovation and quicker delivery of next-generation services. The rate of evolution is only 
going to increase.   
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40 A, B, C, F, G and H 

In order for an organisation to properly take advantage of a move to digital, or to survive 
digital disruption within its industry, the executive leadership team will need to 
demonstrate a number of abilities: 

Inspirational leadership – digitisation will be an exercise in change management, but 
probably on a bigger and quicker scale than the organisation will typically be used to. The 
leadership team will need to energise the workforce and inspire confidence that 
digitisation is the right way forwards and is being carried out in the right way.  

Competitive edge – not only will the leadership need to motivate others within the 
organisation to see the digital transformation as the right strategy; they will also have to 
persuade people to potentially change their mindset.  

Establishing a strategic direction – this is probably something that the business has done for 
a long time, but a digital strategy may require it to be done in a different way. For example, 
the planning horizon may need to be shortened, or greater flexibility introduced – 
perhaps a move away from the rational model to a more emergent approach, which would 
enable the business to adapt as time passes. 

Influence external parties – for example, providers of finance. Raising capital is likely to be 
necessary, but showing how that capital may be applied and the value that will result might 
be more problematic. Will investing in cloud technology deliver increased shareholder 
wealth? If so, how much? And when? There will be greater uncertainty over outcomes, and 
the leaders of the business will need to be persuasive and articulate a compelling value 
proposition. 

Collaboration – the organisation will need to see itself as part of a wider ecosystem if it is to 
deliver the requisite value. This will require careful thought on who to collaborate with and 
how each part of the ecosystem will contribute. 

Business judgement – what sort of business model will the organisation need to put in 
place? It is probable that an altogether different model to what has worked in the past will 
be required. 

Execution – having determined what technologies can help to drive the business forwards, 
thought must then be given to how these can be used most effectively by the people 
within the business. People and technology need to work in harmony to produce the 
desired outcomes.  

Building talent – it will be critical to identify the skills that staff will need to demonstrate 
and to manage training/recruitment to ensure that the business has those skills. New roles 
are likely to be required, including at the most senior level – for example, perhaps a new 
board position of Chief Digital Officer. 

41 A 

Establishing a strategic direction – this is probably something that the business has done for 
a long time, but a digital strategy may require it to be done in a different way. For example, 
the planning horizon may need to be shortened, or greater flexibility introduced – perhaps 
a move away from the rational model to a more emergent approach, which would enable 
the business to adapt as time passes.   
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42 C 

Cate is demonstrating an ability to influence external parties – notably, providers of 
finance. Raising capital is likely to be necessary, but showing how that capital may be 
applied and the value that will result might be more problematic. Will investing in cloud 
technology deliver increased shareholder wealth? If so, how much? And when? There will 
be greater uncertainty over outcomes, and the leaders of the business will need to be 
persuasive and articulate a compelling value proposition. 

43 B 

 Building new business models might be the best route when an opportunity is related to 
the company’s core business. The benefits are that it typically maximises control and 
minimises costs in markets that a company must own because of their strategic 
importance. If companies decide to go for the build route, they can benefit by creating and 
developing new products and services. 

44 A 

A firm can use partnering with a digital disruptor to learn more about the market and its 
partner’s model. A partnering approach is sensible when it makes sense to learn about 
emergent opportunities, with an eye toward deeper partnerships or acquisitions in the 
future. Companies need to develop a more flexible and open mind-set toward partnerships; 
which are expected to play an important role in the digital transformation of market 
players. 

45 A 

Investing in interesting start-ups is often a valid option, allowing an established company to 
connect with the right skills and capabilities. It will also avoid hindering entrepreneurial 
forces with a setup focused on internal governance and reporting. 

46  B 

Investment and incubation/acceleration might seem similar endeavours. The latter 
however represents a closer relationship to the funding company, deploying corporate 
internal capabilities, infrastructure and resources to the start-ups. Having said that, 
incubators and accelerators need to precisely outline both internal benefits and incentives 
for start-ups and entrepreneurs, and a clear strategy and vision. 

47 B, D and E 

The five DTI business models are customer-centric, extra-frugal, data-powered, skynet and 
open and liquid.  

Cost leadership is one of Porter’s ‘generic strategies’. 

Market development is one of Ansoff’s ‘strategies for growth’. 

48 A 

Data-powered. This model is built around prowess in analytics and software intelligence. 
Epitomized by Google and Netflix, data-powered companies have an agile culture focused 
on innovation through empirical experimentation.  
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49 C 

Skynet. Named after the conscious, artificial general intelligence of the Terminator films, 
this model makes intensive use of machines to increase productivity and flexibility in 
production. Pioneered by enterprises such as Amazon and Rio Tinto, Skynet organizations 
are characterized by an engineer-led culture dedicated to automation. 

50 By definition: 

Operating model Description 

Customer-centric This model focuses on making customers’ lives easier and 
emphasizes front-office processes. It works best with a culture that 
puts the client first and a decentralized structure that empowers 
frontline staff. 

Extra-frugal This model thrives on a culture of ‘less is more’ and a standardized 
organizational structure. By optimizing manufacturing, supply and 
support processes, it can provide a high-quality service at a low 
cost.  

Data-powered This model is built around prowess in analytics and software 
intelligence. Data-powered companies have an agile culture 
focused on innovation through empirical experimentation. 

Skynet This model makes intensive use of machines to increase 
productivity and flexibility in production. Skynet organizations are 
characterized by an engineer-led culture dedicated to automation. 

Open and liquid This model looks outward with a view to creating an ecosystem 
that can enrich the customer proposition. Built around a sharing 
customer, all processes are characterized by a constant flow of 
dialog with the outside world.  

51  C 

Attracting and retaining talent starts by listening to what employees are saying about a 
firm, both externally and internally. Referred employees perform better, so enterprises 
should incentivize their employees to use online networks to refer potential employees. 

52  B 

Khruangbin is creating a workforce with digital skills. Organizations need to actively develop 
the skills they need in-house by making training a critical component of their talent 
management strategy. Bring new skills into the organization by hiring digital leaders and 
digital natives. 

53 D 

Liquid PLC is trying to foster a digital culture in the enterprise. Factors that set a digital 
company’s culture apart include a strong sense of purpose and a diverse high-quotient 
digital workforce. Leadership needs to release people’s creativity and apply lean start-up 
methodologies such as hackathons and design thinking. 
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54 A 

Statement (i) is true  

Statement (ii) is false – firms need to make greater use of long term goals rather than short 
term ones. 

55 

Force Effect  

Bargaining power of suppliers Remain stable 

Bargaining power of customers Remain stable 

Rivalry Decrease 

Threat of new entrants Decrease 

As Charlton already has mutually-beneficial relationships with customers and suppliers, the 
adoption of an ecosystem approach is unlikely to have any significant effect on those 
forces. The most likely impact, if successful, would be to gain Charlton advantage over 
rivals, as none of them currently take this approach, thus decreasing rivalry. Due to the cost 
and time involved in establishing an ecosystem approach, a barrier to entry would be 
created, thus decreasing the threat of new entrants. 

56 B 

A business ecosystem is “an economic community supported by a foundation of interacting 
organisations and individuals — the organisms of the business world.” 

57 B, D and E 

Regulatory frameworks are being challenged by ecosystems on several fronts – these 
include 

• Speed of change – effective regulation depends upon the regulators’ understanding 
of the solutions being offered by businesses, their efficacy, and their possible 
unintended consequences.  

• Ecosystems evolve and new and clever business models proliferate, the sheer 
diversity of competitors and competitive modes is yet another complicating factor for 
regulators.  

• Innovations cross lines of jurisdiction and in business ecosystems, product 
definitions, market boundaries, the traditional distinction between digital and 
physical goods blur.  

The high cost of new legislation and the need for data protection are both general 
challenges that are not specific to regulating ecosystems. 

58 A, C and D 

Traditional industries such as banking and the news have now been replaced by online 
versions and apps. Music is also now being downloaded or streamed instantly. 

Social media interactions (B) have increased, and the costs have declined for manufacturers 
as the technologies develop (E). 
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59 D 

Use of mobile technology has reduced duplication and data entry. App software for logging 
and recording expenses has reduced manual processing, whilst delivering significant 
efficiencies and better quality management information. 

60 D 

Digital assets are assets held by a business in digital form that do not have physical 
substance. 

MANAGING PEOPLE PERFORMANCE 

61 D 

The four soft elements of the McKinsey 7s model are staff, skills, style and shared values. 
The remaining three elements (structure, systems and strategy) are considered hard 
elements.  

62 The correct matching of the definitions is shown below: 

The daily behaviours and actions of people 
that signal acceptable behaviour 

Rituals and routines 

Who makes the decisions Power structures 

What the organisation is about The paradigm 

The past events and people talked about 
inside and outside the company 

Stories and myths 

63 C 

With task culture the importance is about getting the job done right and on time. 

64 The most appropriate action for each of the employees is shown below: 

Employee 1 Disciplinary layoff or suspension  

Employee 2 An informal talk  

Employee 3 An oral warning 

Employee 4 Dismissal 

65 The correct matching is: 

There is one best way to undertake every task – Taylor’s scientific management 

Interpersonal relations are a key part of determining workplace behaviour – Human 
relations school 

Managers must control the needs of the task, individual and group – Adair’s action-centred 
leadership 

Managers can be either a psychologically distant or psychologically close – Fiedler’s 
contingency theory 
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66 A, B and E 

Drucker suggested eight key objectives which a business would need to cover all areas 
where performance and results affect the business. These are: profitability, innovation, 
market standing, productivity, financial and physical resources, managerial performance 
and development, worker performance and attitude and public responsibility. 

67 C 

An effective staff appraisal system can bring many benefits, both to the organisation and to 
the individual. While it can improve communication, identify training needs and provide a 
fair process for reward decision, it cannot ensure that performance targets are met.  

68 D 

High uncertainty avoidance means people are uncomfortable with uncertainty and 
ambiguity. In these cultures, such as Greece, Japan and Russia, risk taking is generally 
discouraged and organisations tend to rely heavily on rules regulations.  

69 The correct matching is: 

A large bureaucratic organisation such as a Government department would likely have this 
type of culture – Role culture 

With this type of culture, everything is based on a logical order and rationality – Role 
culture 

An organisation which is based on the technical expertise of the individual employees 
would tend to have this type of culture – Person culture 

This type of culture would tend to be found in small, owner-run organisations – Power 
culture 

70 B 

Intrinsic satisfaction is derived from the job content. Extrinsic satisfaction is derived from 
factors separate to the job itself and is dependent on the decisions of others. Pay, working 
conditions and benefits are all examples of extrinsic rewards. 

71 D 

In fact, the manager is actually using legitimate power, because they are only able to 
promote someone by virtue of their formal authority to do so. Of the options given, 
however, reward power is the only one that applies: it resides in the manager’s ability to 
influence the subordinate’s behaviour by controlling potential promotions (whether or not 
the subordinate is actually promoted). Referent power is the power to inspire followership 
in others; to lead by personal charisma. 
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72 The complete model is shown below: 
  

 

73 The correct matching is: 

These help to avoid unpleasantness and dissatisfaction – Hygiene factor 

Good working conditions – Hygiene factor 

An appropriate level of salary – Hygiene factor 

Career advancement – Motivator 

These satisfy the need for personal growth – Motivator 

74 C 

Disciplinary action is usually ‘progressive’: that is, warnings – and subsequent sanctions – 
become increasingly severe with each failure to adjust performance. 

75 A and B 

A grievance procedure occurs when an employee feels that their superior or colleagues are 
wrongly treating them.  

76 The correct matching is: 

Task 

• Opinion-seeking 

• Decision making 

Individual maintenance 

• Feedback 

• Counselling 

Group maintenance 

• Peace keeping 

• Communicating 

77 B, E and F 

Goals, skills and technology would be a visible elements, but attitudes, style and values 
would be hidden elements. 

  

Middle road 

Team style 

Impoverished 

Country-club 

Task orientated 
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78 C 

McGregor’s Theory X and Theory Y are attitudes based on social science research, and 
McGregor regarded them as two distinct attitudes. Theory X is based on assumptions such 
as the dislike of individuals for work, which means that they have to be controlled and 
threatened by their supervisors and managers. McGregor believed that Theory Y was 
difficult to apply in some working conditions, such as mass production operations, and that 
it was much better suited to the management of managers and other professionals. 

79 A 

Personal centralised control is often found in small, owner-managed organisations. In these 
organisations, control is carried out by the owner through personal supervision.  

Output control is based on the measurement of outputs and is often used in manufacturing 
organisations.  

Clan or cultural control is found in organisations where the employees have a strong 
identification with management goals and they are given a degree of freedom in how they 
carry out their tasks.  

Bureaucratic control is based on formal rules and procedures and is often found in large 
hierarchical organisations. 

80 C 

Managing health and safety is not solely the responsibility of directors. While senior 
management have a legal requirement to comply with the Health and Safety legislation, all 
employees also have responsibility towards health and safety.  

Managing health and safety in the workplace is a legal requirement in the UK and the 
requirements are covered by the Health and Safety at work act 1974 (HASAWA).  

Cost savings can be made from compliance with health and safety legislation. This comes 
from lower legal costs for compensation and lower costs due to fewer work days lost by 
employees.  

One of the key areas of the HASAWA is provision of information, training and instruction of 
staff in areas of health and safety. 

81 The correct matching is: 

• Its purpose is to remove discrimination – Equal opportunities 
• It relies on proactive action – Equal opportunities 
• It is a Human Resources role – Equal opportunities 
• It is a managerial role – Diversity 

82 A and C 

Bureaucratic businesses are evidence of high uncertainty avoidance as they give staff 
defined rules to work with. The fact that junior staff have a say in the running of the 
business is evidence of low power distance. 
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83 B 

This would be the definition of the role of a mentor. 

84 A, D and E 

Traditional authority is based on Weber’s classical bureaucracy. This is incorrect. Traditional 
authority is based on custom and practice. Rational-legal authority is based on Weber’s 
classical bureaucracy. 

 Responsibility is the capacity to exert influence. This is incorrect. This is the definition of 
power.  

85 The complete sentence is: 

 Under UK law, the director could bring an action for wrongful or unfair dismissal. 

An action for wrongful dismissal is an action for breach of contract of employment: here 
the contract provides for one year’s notice of termination. The director can, alternatively, 
bring a statutory claim for unfair dismissal under the Employment Rights Act. 

86 B 

In a task culture, the focus is on getting the job done right and on time. Team work is 
essential in this culture and in the case if ABC, this is essential if they are to try to compete 
in their new, more dynamic marketplace. Task culture is the most successful where a 
company needs to be innovative as innovation often requires cross functional teams.  

ABC currently has a role culture where the individual’s job description comes first. This is 
common in large, nationalised industries.  

87 D 

J’s position is clearly unfavourable, with little power and a poor relationship with his staff. 
Psychologically distant leaders favour formal roles and relationships, judge subordinates on 
the basis of performance and are primarily task oriented. This would best for J. 

In contrast psychologically close leaders do not seek to formalise roles and relationships 
and are more concerned with maintaining good relationships at work. Their style works 
best when the situation is moderately favourable. 

88 The correct matching of the elements is shown below: 

Symbols There are a finite number of parking spaces allocated to a few 
key staff members. 

Rituals and  routines People often work through lunchtime and it’s not unusual for 
people to work after 6pm. 

Control systems There is a timesheet system accounting for each hour of time 
worked in a week. 

Power structures All decisions on Audit work programmes come from head 
office. 
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89 C 

The work of human resources staff is usually hard to quantify, however they have a 
significant influence on the income a company generates and therefore it is presumed that 
they should share a part of the profit. 

90 A and C 

Staff bonuses mean that the manager is offering her staff a reward for adopting the system. 
She is also relying on referent power by using her charisma/relationship with her 
employees. 

91 C 

The Equality Act 2012 covers the following grounds for discrimination: 

• Age 
• Disability 
• Gender reassignment 
• Marriage and civil partnership 
• Pregnancy and maternity 
• Race 
• Religion or belief 
• Sex 
• Sexual orientation 
It does not cover discrimination due to physical appearance. 

92 C 

There is a subtle point here. The delegator must ‘back off’ in the sense of not constantly 
checking on or interfering with the subordinate in his or her use of the delegated authority: 
this would not be genuine delegation at all. However, the point is not to leave the 
subordinate without guidance or assistance where it may be required: it is important that 
the delegator be available. The other options are features of effective delegation: note that 
it is a thoroughly collaborative process. 

93 D and E 

There are limited grounds for redundancy. Redundancy can occur where a role is no longer 
required. Roles become redundant and this is not linked to individual conduct or 
performance. Where there is cessation of a business or part of a business or of certain 
activities within a business then redundancy can be justified.  
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94 C 

Accountability is about ‘answering to’ or ‘reporting to’ more senior. It is an upward 
requirement. Authority is the ‘right’ of someone (often by virtue of their position in the 
hierarchy) to make decisions or give orders. Empowerment is the process whereby greater 
authority and discretion (and corresponding responsibility) is given to lower levels in the 
organisation. Super-ordination is a process whereby something is ‘higher’ than something 
else in a hierarchy or arrangement: we talk about ‘super-ordinate goals’, for example, for 
those at a higher level in the hierarchy of plans. 

95 A 

There are three levels of control; Strategic, Tactical and Operational. 

At the strategic level, the board will set the control environment. Policies for control, such 
as recruitment, selection, appraisal and discipline will be set. 

At the tactical level, the decisions of the board will be implemented. Procedures for 
controlling recruitment, selection, appraisal and discipline will be established and 
monitored. 

At the operational level, operational controls will be designed to control structured 
repetitive activities. This could cover activities such as inventory control or ordering 
systems.  

96 C and E 

‘Values’ are the things which can be identified from stories and the opinions of those within 
the organisation. It includes items such as language used, behaviour and how people justify 
what they do. 

The things that can be seen, heard and observed are ‘Artefacts’. Deeply held beliefs are 
known as ‘Basic assumptions’ and ‘the way we do things around here’ is Handy’s overall 
definition of culture. 

97 C 

Strong cultures can become very set in their ways and as such can affect the organisation’s 
ability to change in light of changes in the environment. 

Answers A, B and D are usually seen as advantages of strong cultures. 

98 B  

Gareth Morgan argued that we need to be able view organisations from a range of different 
perspectives in order to understand and improve effectiveness and that three key 
perspectives were organisations as machines, organisations as organisms and organisations 
as cultures. 

99 B, D and E 

It is important to remember that responsibility cannot be delegated, but authority must be 
delegated along with the task in question. Option C is incorrect as the scope of 
responsibility must correspond to the scope of the authority given. Option F is incorrect as 
this is the definition of empowerment. 
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100 A and D 

In principle, the more training days an employee receives the more knowledgeable and 
skilful he or she becomes. 

A target for the percentage of total sales revenue earned from new products focuses on 
innovation. The higher the target percentage, the more innovative the organisation might 
be with new product development. 

101 B 

The indicators in the prompt that confirm G as a completer-finisher include the phrases 
‘keen eye for detail’, identifies minor details in documents that others miss’, ‘always meets 
his deadlines’ and ‘reluctant to involve others’. These are consistent with Belbin’s 
descriptions of the contributions that the completer-finisher can make, as well as possible 
weaknesses.  

Like the completer-finisher, the implementer is disciplined and reliable but is typified by 
being prepared to take concepts and ideas and then put them into practical effect. The 
monitor-evaluator considers all alternatives and often displays good judgement, but may 
lack personal drive. The shaper is good under pressure and challenges the team to achieve 
its goals. 

102 The correct matching is shown below: 

Horizontal Occurs between departments at the same level in the organisation 

Vertical Occurs between individuals and groups at different levels 

Constructive Considered positive and beneficial to the organisation 

Destructive Tends to cause alienation between groups and individuals 

103 B 

Norming establishes the norms under which the group will operate. This includes how the 
group will take decisions, behaviour patterns, levels of trust and openness and individual 
roles. 

104 B 

The hierarchy solution refers to the situation where the activity is carried out in-house and 
the market solution refers to the situation when the activity is outsourced. 

105 A – Plant 

 B – Monitor-evaluator  

 C – Team worker 

The plant role is played by a creative individual; the monitor-evaluator is good at making 
accurate judgements, whereas the team worker looks after the atmosphere within the 
team. 
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106 A 

This characteristic helps to win positions or gain victories at the other's expense rather than 
meet the needs of both parties. It is more likely to result in a lose-lose strategy. 

107 C, E and F 

The finance department can help ensure a profitable selling price is used for EFG’s 
products. Finance will also help set the budget for the sales volume in order to produce the 
sales budget. They will also provide marketing with information to help determine EFG’s 
market share for various products.  

108 A and E 

Teams tend to be slower at making decisions than individuals, as there are more people 
involved in the decision-making process. This also means that decisions are often 
compromises when made in teams. However, the involvement of more people in the 
decision making process means that teams have better control – there are a number of 
people to review the decisions being made. 

109 The correct matching is: 

This technique involves the conflicting party directly engaging with each other and 
negotiating with one another to try to work out their differences – Confrontation. 

This technique involves management imposing shared targets on both parties which will 
require the cooperation of both parties in order to meet the target – Superordinate goals. 

With this technique, members of one department will be asked to work in the other 
department for a period of time, to allow them to better understand the issues faced by 
the other department – Member rotation. 

A technique which can be used where conflicting parties are uncooperative is to bring in an 
independent party to meet with the conflicting parties to encourage them to reach 
agreement – Third party consultants. 

110 D 

Groupthink involves an unwavering belief in the group and its decisions and a sectarian 
emphasis on agreement.  

The Abilene paradox is a famous case which demonstrates that a group can end up with an 
outcome that none of the individual members wanted. 

Risky shift refers to the tendency for groups to make decisions which are riskier than any of 
the individual members would take on their own. 

Conformity refers to the situation where group members are persuaded by the group to 
agree with decisions which are obviously wrong, and which they know to be wrong. 

111 C 

The correct order for the negotiation process is: preparation, opening, bargaining and 
closing. 
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112 The correct matching is shown below: 

A suppression 

B resolution 

C reduction 

D stimulation and orchestration 

Conflict stimulation and orchestration.  This approach actively encourages conflict as a 
means of generating new ideas and new approaches or of stimulating change.   

Conflict suppression.  This involves the use or threatened use of authority or force, or the 
avoidance of recognition that a conflict situation exists, or smoothing over the conflict by 
de-emphasising the seriousness of the situation.   

Conflict reduction. This involves building on areas of agreement and on common objectives, 
and changing attitudes and perceptions of the parties involved.   

Conflict resolution. This seeks to eliminate the root causes of conflict by establishing a 
consensus.   

113 The correct matching is shown below: 

A Reciprocity 

B Scarcity 

C Social proof 

D Liking 

Reciprocity – Remind the person of things you have done for them in the past. 

Social proof – Use the opinions of those already supporting you to influence other to join 
that support. 

Scarcity – Advise people that they could lose out if they don’t act quickly. 

Liking – Building relationships with the people you want to influence so that they trust you. 

114 The correct matching is shown below: 

The assets may be immobile or attached to a particular location Site 

The unique ability to provide a service at a certain time Temporal  

An asset with unique properties Physical asset 

An asset made to an exact specification and has only one application Dedicated asset 

115 B 

In Belbin’s model, it is not necessary for different individuals to carry each role; one person 
can undertake more than one role. It is just necessary that all the roles are covered. 
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116 D 

In the forming stage, the team comes together. In the next stage (storming), the group 
reassesses its targets and roles via more or less open conflict. Norming is a period of 
settling down, where the group establishes norms and ways of working. In the performing 
stage, the team transfers its energies to task performance. If the team remains for a long 
time at the performing stage, there is a danger that it can become less effective as it starts 
to operate on ‘automatic pilot’. If this happens it is best to adjourn the group.  

117 The completed sentences are: 

 When the finance function is carried out by an external party, this is known as Business 
Process Outsourcing. 

 With Business Process Outsourcing the confidentiality risk is increased. 

 Reduced premises costs and increased quality of service provision are benefits of Shared 
services centres. 

 With Business partnering the knowledge of the business area is increased but there can be 
duplication of effort across the organisation. 

118 C 

A win:win approach which seeks to benefit all parties is known as collaborating. This 
approach is used when there is high assertiveness and high cooperativeness. The goal with 
compromising is to find a middle ground, however this can be seen as a ‘lose-lose’ since 
neither party gets what it really wants. Competing is a ‘win-lose’ approach and 
accommodating is a ‘lose-win’ approach. 

119 B 

The way words are said can be more important than the actual words themselves.  

120 D 

This is the definition of negotiation. 

121 The correct matching is shown below: 

Plant Imaginative and very good at coming up with original ideas and 
suggestions. 

Completer 
Finisher 

Gives attention to detail and is concerned with meeting deadlines. 

Team Worker Supports other members of the team and helps to promote harmony. 

122 A and D 

Mainwaring suggested four conflict managing strategies: suppression, resolution, reduction 
and stimulation and orchestration. 
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123 D 

Norming means agreeing who should be doing what and establishing modes of behaviour, 
with team relationships becoming settled. The project manager will begin to pass control 
and authority for decision-making to the team members. 

124 C 

There are 6 types of asset specificity; site, physical, human asset, brand name, dedicated 
and temporal.  

125 A 

The shaper is described as someone who is committed to the task, may be aggressive and 
challenging, will always promote activity. The plant is the thoughtful and thought-provoking 
individual, the team worker is concerned with the relationships within the group, and the 
completer finisher is the progress chaser who ensures deadlines are met. 

126 The correct order is shown below: 

1 Preparation  

2 Opening 

3 Bargaining 

4 Closing 

127 A and D 

Vaill suggested the following five characteristics were shared by high performance teams. 

• Clarification of broad purposes and short term objectives. 
• Commitment to purposes. 
• Teamwork focused on the task at hand. 
• Strong and clear leadership. 
• Generation of inventions and new methods. 

128  C 

Advisors can be contacted in many situations and may be equally useful when the 
organisation is doing well as when it is doing badly.  
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129  The correct matching is shown below: 

Conformity Individuals within the group can be persuaded to accept decisions 
which they know to be wrong 

Abilene paradox The group can end up with an outcome which none of the members 
wanted 

Risky shift Groups can end up taking decisions which are riskier than the 
individual members would take 

Groupthink Group members reach consensus without critically testing, analysing 
and evaluating ideas 

130  C 

Synergy is often described as 2+2=5. 

131  The complete sentences are: 

Where boundaries between departments are not clearly defined, this can cause problems 
of interdependencies. 

Communication problems can lead to misunderstandings. 

History suggests that conflict tends to be self-perpetuating. 

132 The correct matching is shown below: 

What is being transmitted Message 

The medium through which the message is being sent Channel 

The message is translated and its meaning is generated Decoding 

The receiver responds to the message Feedback 

Anything which stops the message being transmitted as intended Noise 

133 A, B and C – Horizontal 

 D – Vertical 

Horizontal conflict occurs between groups or departments at the same level in the 
organisation while vertical conflict occurs at different levels of the organisation.  

134 A Reciprocity  

B Liking  

C Social proof  

Reciprocity means identifying what you want to achieve and what you need from the other 
person then considering what you may be able to offer them in return. 

Liking means building relationships with those you want to influence so that they trust you. 

Social proof means using the opinions of those already supporting you to influence others 
to join that support. 
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135 C 

Non-verbal actions can vary between countries and cultures. 

136 A  Business process outsourcing (BPO)  

B  Business partnering  

C  Shared services centre (SSC)  

Business process outsourcing (BPO) – The finance function is carried out by an external 
party. 

Business partnering – A dedicated finance function is set up within each business unit. 

Shared services centre (SSC) – The finance function is consolidated and run as a central unit 
within the organisation. 

137 The correct matching is shown below: 

Attendees talk too much Chairperson should impose order 

Objectives of the meeting are unclear Agenda should be circulated before the 
meeting 

Action points from previous meetings 
not carried out 

Ensure action points agreed and minutes of 
meeting are issued 

Lack of enthusiasm at the meeting Ensure the correct attendees are invited 

138 C 

Persuasion is a stronger form of influence.  

Persuasion is always direct. 

Persuasion falls short of telling the other person what to do, the aim is to get their 
agreement.  

139 D 

BPOs will generally carry out finance function for many organisations therefore they tend to 
develop best practice. 

Using BPO can cause the organisation to lose control as it will be harder for them to dictate 
the information they need and when they need it. 

BPO generally results in cost reduction through economies of scale.  

D is correct. With BPO, the third party will require access to a considerable amount of 
confidential information.  

140 C 

Conflict reduction involves building on areas of agreement and on common objectives, and 
changing attitudes and perceptions of the parties involved. Techniques that can be used 
include compromises and concessions.  These can be facilitated by independent third party 
interventions, such as conciliation and arbitration. 
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MANAGING PROJECTS 

141 A 

An internal trigger for change is an event or development within the organisation itself, 
rather than a change that is started by external developments. Changes in fashion trends, 
environmental legislation and demands for a shorter working week are all examples of 
external triggers for change, caused by technological, political or social change. 

142 The correct matching is shown below: 

Work packages and Statements of 
work 

To specify the work to be done for each activity and 
who will carry it out 

Cost breakdown structure To cost each element of the project 

Work breakdown structure To divide the work to be carried out into 
manageable pieces 

Product breakdown structure To identify the product purchases required for each 
activity 

143 C 

Don’t confuse ‘configuration management’ (tracking changes to project products, and 
hence product versions) and ‘conformance management’ (using inspection, quality control 
and quality assurance to ensure that the product/service meet the customer’s 
specifications and requirements). While configuration management is also part of ‘change 
management’, this term implies a wider process of dealing with the need to amend projects 
in line with changes in user requirements, or difficulties of realising them in practice.  

144  A 

The first stage of the project life cycle (identification of a need) involves identifying a need, 
opportunity or problem. During this stage a feasibility study will be carried out. At the end 
of this phase the company will decide whether to proceed with the project, and if it does a 
PID (project initiation document) will be produced. 

145 A and D 

Driving forces are the forces for change, and restraining forces are the factors resistant to 
change. To achieve desired change, management should recognise what the key driving and 
restraining forces are. In principle, change can be achieved either by making the driving 
forces stronger or the restraining forces weaker. Lewin argued that in practice, it is more 
effective to reduce the strength of the main restraining forces. 
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146 The correct matching is shown below: 

Resource histogram Helps with capacity planning  

Critical path analysis Identifies the activities that cannot overrun without delaying the 
overall project completion  

PERT Allows a calculation of contingency to be added to the project 
plan 

Breakdown structures Establishes the authority and responsibility for each part of the 
project 

147  A 

In the unfreezing stage, managers need to make the need for change so obvious that most 
people can easily understand and accept it. Unfreezing also involves creating the initial 
motivation to change by convincing staff of the undesirability of the present situation. 

148  A 

Kanter suggested that change-adept organisations share the following attributes: 

• effective leaders who encourage the development of new concepts – imagination to 
innovate 

• leaders who provide competence both personally and in the organisation as a whole 
–  professionalism to perform  

• leaders who make connections with and collaborate with ‘partners’ outside the 
organisation – openness to collaborate. 

149  C 

In the PRINCE2 project organisational structure, the project assurance team fulfils this role. 
The project committee is also representative of user, executive and supplier interests, but 
its task is to provide senior input to project management. Project support is an optional set 
of administrative roles.  

150 The correct matching is shown below: 

1 Initiating 

2 Planning 

3 Controlling 

4 Executing 

5 Closing 

151  B 

The project steering committee is ultimately responsible for closing down a project. This 
may happen at the recommendation of the project manager.   
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152  C 

The question defines a ‘Work Breakdown Structure’ (WBS). CBS is a Cost Breakdown 
Structure (a similar approach, but applied to costs rather than tasks). CPA is Critical Path 
Analysis. PID is a project initiation document which is the output of the initiating phase of 
the project. 

153  D 

As this involves radical change implemented in a short period of time this would be a 
revolutionary change. 

154  D 

The scope of the project explains the boundaries of the project and exactly what is going to 
be delivered.  

155  C 

A project manager requires many skills, including negotiation, leadership, change 
management and problem solving amongst others but the project manager does not 
usually require specialist financial skills. Accountants involved in the project can provide 
these skills.  

156  D 

The team have been together for time and work successfully together. They respect C as 
the team leader. This suggests that the team are working at the performing stage of team 
development. 

 The completed CPA for the project is: 

  

 

 

 

 

 

 

 

 

157  The overall project duration is 14 months 

158  B – the critical activities are B, D and E 
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159  D 

Beer and Nohria argued in favour of a ‘balanced approach’, combining concern for 
economic value (such as reducing the size of the workforce, restructuring or incentive 
schemes) and concern for human capabilities and the learning process. Using one approach 
followed by the other will be much less effective in introducing change successfully. 

160  D 

The project sponsor makes the yes/no decisions about the project, is responsible for 
approving the project plan and provides the funding for the project. The project manager 
reports project progress to the project sponsor.  

161  B 

The other changes are all major ‘transformational’ changes that affect the organisation’s 
culture and way of operating. 

162  B 

A resource histogram is a component bar chart showing the number and mix of resources 
required each day (or other time unit) for the duration of a project.  

A Gantt chart is a horizontal bar chart, where the length of the bar represents duration of 
an activity (whether planned or actual duration, or both, for comparison).  

A network diagram is used to present the activities required for the project using arrows 
and nodes. It shows which activities must be done before others and highlights where 
activities can be delayed or done at the same time as other activities. 

A work breakdown structure breaks down a project into manageable pieces and is an 
important starting point for planning a project.  

163 B 

A milestone is used to assess the status of the project. Milestones are key points in the 
project life cycle which give the project sponsor or steering committee an opportunity to 
review project progress.  

A gate, which may also be a milestone, is a specific review point in the project which cannot 
be passed unless the performance of the project to that point has met predetermined 
performance standards.   

A critical path is the chain of events that determines the overall duration of the project. Any 
delays to any activity on the critical path will delay the whole project. 

PERT stands for project evaluation and review technique and this is a technique used 
alongside critical path analysis to attempt to overcome uncertainties within the project 
time plan. 
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164 D 

Technical feasibility investigates whether project requirements can be met using available 
material, technology and processes: i.e. is it possible? Economic feasibility investigates 
whether there will be a benefit that outweighs the cost: i.e. is it worthwhile? Social 
feasibility investigates whether the project fits with the culture and social organisation of 
the firm: i.e. can our people do this? Ecological feasibility investigates whether the project 
is environmentally sound and sustainable: i.e. should we do this? 

165 A, B and D 

The Project Management Body of Knowledge (PMBoK) describes nine key areas: 

• Integration 
• Scope 
• Time 
• Cost 
• Quality 
• Human Resources 
• Communications 
• Risk 
• Procurement 

166 A 

Matrix structures have a number of advantages when used in companies which run a 
number of projects. It can improve lateral communication and cooperation between 
specialists as decision making needs to cut across divisional boundaries. 

B is incorrect as matrix structures can make reporting to managers more difficult due to the 
fact that employees can become confused by reporting to two mangers.  

C is incorrect as matrix structures can lead to increased time spent in meetings as mangers 
need to discuss the prioritising of tasks. 

D is incorrect as the matrix structure is most useful where a company runs a number of 
projects but where the projects have different start and end dates as the matrix structure 
can make it easier to reassign resources between projects. 

167 C 

There are 6 process areas in PRINCE2: 

• Starting up a project 
• Initiation 
• Managing stage boundaries 
• Controlling a stage 
• Managing product delivery 
• Project closure 
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168 A 

A project sponsor usually makes key ‘yes/no’ decisions and provides the resources for a 
project. 

The project manager is responsible for the successful delivery of the project objectives. 

The project owner is the person for whom the project is being carried out. 

The project customer (or user) is the person, or group of people, whose needs the project is 
attempting to satisfy. 

169 A Senior user 

 B Project manager 

C Stage team leader 

D Project assurance team 

The completed diagram is shown below: 

 

 

 

 

 

 

 

 

 

This is a useful diagram: note which way the reporting/authority arrows point. The project 
manager is the interface between the project committee (or board) and the stage team 
leaders. The project assurance team provides an independent ‘lateral’ view of how the 
project is progressing, reflecting the interests of the committee members. The project 
support roles provide administrative and communication activities. 

170 C 

A, B and D would all normally be include in the final report. The extent to which the 
benefits defined in the original business case have been achieved (C) would not normally be 
included in the final report as this would not be able to be ascertained until a few months 
after the completion of the project.  

171  A 

Unfreezing is the process of both getting employees to recognise that the current situation 
is unsatisfactory, and also identifying a better way of doing things. Getting qualified staff to 
accept that some of their work can be done by trained but unqualified people would be a 
part of the unfreezing process. 
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172  D 

Perhaps this is the obvious solution. Answer B implies no change at all. Attempts to impose 
change are likely to end in failure, and answers A and C are both incorrect. A change culture 
within an organisation has to start with top management, who must give their full support 
and encouragement to change programmes. 

173  The float time on activity C is 8 days. 

The completed CPA is shown below: 

 

 

 

 

 

 

 

 

 

The float time is calculated as: Latest event time minus Earliest event time. For C this would 
be: 14 – 6 = 8 days. 

The critical path activities (A, B, E) have a zero float. 

174  B 

The scope of the project explains what should be included in the project deliverables. This 
has to be agreed at the outset of the project before detailed planning takes place.  

175  B 

Change in most organisations is triggered by changes in their external environment rather 
than internal developments. The external changes might affect the organisation’s culture 
and will eventually prompt management action (answers A and D). The trigger for change, 
however, comes from the external environment. 

176 The completed sentences are: 

A change that aims to allow the business to maintain its current market share by adopting 
minor initiatives over the next few years would be known as adaptation. 

A change that is implemented gradually through inter-related initiatives is known as 
evolution. 
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177 D 

Progress reporting is a control activity which should be carried out regularly by the project 
manager. The other items (A, B and C) would all specifically be included in configuration 
management. 

178 B 

Satisficing is a method suggested by Cyert and March for dealing with conflicting 
stakeholder objectives. The aim with satisficing is to keep as many stakeholders as possible 
happy.  

179 C 

Team management is graded (9, 9). The other options are Country Club (1, 9), Task 
orientated (9, 1) and Impoverished (1, 1). Note that, in Blake and Mouton’s model, 
concerns for task and people were not mutually exclusive: the ‘best’ style, according to 
them, is to have a high focus on both elements. 

180 The completed diagram is shown below: 
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181 D 

The carrying out of risk analysis is carried out as part of the initiating stage of the project 
lifecycle.  

The other activities (A, B and C) would all be carried out during the executing stage.  

182 The correct matching is: 

 A change that is to be implemented over a long period of time but will radically alter the 
business operations – Evolution 

A change to realign the way in which the organisation operates, implemented in a series of 
small steps – Adaptation 

A change to realign the way in which the organisation operates, with many initiatives being 
implemented simultaneously – Reconstruction 

Transformational change that occurs via simultaneous initiatives on many fronts – 
Revolution 

183 C 

Tuckman suggested that all teams go through the following stages of development:  

• Forming 
• Storming 
• Norming 
• Performing 
• Adjourning 
At the norming stage, standards of working are established and ways of working are 
agreed. 

184 D 

A Gantt chart is a horizontal bar chart with the length of each bar representing the length of 
the activity.  

185 C 

Conformance management is concerned with compliance with technical specifications and 
would focus on items such as inspection, quality control and quality assurance. 

Focus on items such as prioritising change requests, recording of changes and agreement of 
a change budget would suggest a change process. 

Focus on items such as functional quality and client satisfaction measures would suggest a 
performance management system. 

Focus on items such as access control over project records and version control for 
documentation would suggest configuration management. 
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186 A, B and C 

The main control elements used within projects are project meetings and project reports. 
The feasibility study is produced at the initiation stage of the project to help management 
decide on whether the project is worth undertaking. Scenario planning is used at the 
planning stage of the project to consider the risk and uncertainty within the project.  

187 C 

The external review is an important review carried out at the end of the project. It is a 
review held with the customer to establish if the project had satisfied customer 
requirements.  

Progress reports are an important technique used during the controlling of the project. 

Gantt charts are used in planning the time requirements of the project during the planning 
stage. 

PERT is used to take account of uncertainty and risk during the planning stage. 

188 B 

Progress review meetings should be regular, formal meetings involving the project 
manager, team members and the customer or steering committee. The purpose of these 
meetings is to provide an update on the project status and to identify any issues and action 
plans from that point.  

Team meetings should also be held regularly between the project manager and the project 
team members. The object of these meetings is to keep all team members up to date with 
project progress. 

Problem solving meetings are held on an ad hoc basis to deal with specific problems which 
have arisen in the project. 

Business review meetings are held at the end of the project as part of the overall review of 
the project. 

189 D 

The identification of need phase incorporates initiation. Note that scheduling is part of the 
planning phase, milestone reviews are part of implementation and control, and completion 
happens at the end of the lifecycle. 

190 C 

The critical path can be identified from the nodes. Where the earliest event time (EET) and 
the latest event time (LET) are the same, this indicates that there is no ‘slack’ in these 
activities and therefore the activities are on the critical path.  

191 B, C and E 

The slack on activities C and F is 13 weeks. 

Activities A, B and C can start straight away. Activity D cannot start until after activity A is 
complete. 

  



SUBJECT E2:  MANAGING PRFORMAN CE  

90    

192 C 

Risks with high likelihood and low impact are best managed by reduction. Reduction of risk 
can be achieved by implementing controls, or by taking alternative courses of action. 

Risks with high likelihood and high impact should be avoided. 

Risks with low likelihood and high impact should be transferred. 

Risks with low likelihood and low impact should be accepted. 

193 B 

Buffering involves adding artificial slack into risky activities. It adds padding to the original 
estimates and allows for the fact that it is difficult to ensure that all stages and activities are 
carried out exactly as planned. 

Scenario planning is another technique which can be used to take account of risk and 
uncertainty in projects. This involves the considering of one or more sets of circumstances 
that might occur within the project other than the most likely or expected set of 
circumstances. 

Float refers to the extra time available for project activities which are not in the critical 
path.  

PERT (project evaluation and review technique) uses a formula to calculate an expected 
time for each activity, taking into account a probable time, an optimistic time and a 
pessimistic time. 

194 D 

Contingency theory suggests that the effectiveness of various managerial practices, styles 
and techniques will vary according to the particular circumstances of the situation. The 
contingency theorists embrace any and all appropriate principles that enable managers to 
manage more effectively. Regardless of the organisational structure or the obstacles and 
opportunities they encounter, managers have some leeway in the choices they make and in 
the actions they initiate and they should be able to adapt their actions to suit the situation.  

195 A 

In the theory X model, people are seen as lazy and will work only if there is a direct link 
between efforts and rewards. A Theory Y manager would consider that all of the other 
factors would motivate. 

196 A, C and E 

Project management software is very useful and can make the management of projects 
easier. B is incorrect as the software can help in managing the time in the project but 
cannot ensure that the project meets its deadline.  

D is also incorrect as project management software is generally inexpensive and may be no 
more complex than standard office software. 
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197 B 

Fear of more monotonous work, concern over feeling less valued and feeling that the 
change suggests criticism of current performance would all come under personal factors.  

198 A, B and E 

C is incorrect. The matrix structure is commonly used in many industries, especially 
engineering, construction and consulting.  

D is incorrect. The matrix structure is most useful where organisations regularly carry out 
multiple projects.  

199 A and D 

The strategies for managing resistance to change as defined by Kotter and Schlesinger are: 

• Participation 
• Education and communication 
• Power/coercion 
• Facilitation and support 
• Manipulation and co-optation 
• Negotiation  

200 A, C and D 

Herzberg’s model states that a number of factors should be put in place in order to avoid 
dissatisfaction. These are known as hygiene factors. Once hygiene factors are in place, 
motivational factors can be put in place. B and E are motivational factors. These factors will 
increase motivation as long as the hygiene factors are already in place.  

This is an important consideration for a project manager who must try to motivate the 
project team.  
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