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The aims of all subjects in the individuals and societies are to:  

1. encourage the systematic and critical study of: human experience and behaviour; physical, 

economic and social environments; the history and development of social and cultural institutions  

2. develop in the student the capacity to identify, analyse critically and evaluate theories, concepts 

and arguments about the nature and activities of the individual and society  

3. enable the student to collect, describe and analyse data used in studies of society, and to test 

hypotheses and interpret complex data and source material  

4. promote the appreciation of the way in which learning is relevant to both the culture in which the 

student lives and the cultures of other societies  

5. develop an awareness in the student that human attitudes and opinions are widely diverse and 

that a study of society requires an appreciation of such diversity  

6. enable the student to recognize that the content and methodologies of the individuals and 

societies subjects are contestable and that their study requires the tolerance of uncertainty.  

 

The aims of the business management course at HL and SL are to:  

1. encourage a holistic view of the world of business  

2. empower students to think critically and strategically about individual and organizational 

behaviour  

3. promote the importance of exploring business issues from different cultural perspectives  

4. enable the student to appreciate the nature and significance of change in a local, regional and 

global context  

5. promote awareness of the importance of environmental, social and ethical factors in the actions 

of individuals and organizations  

6. develop an understanding of the importance of innovation in a business environment. 
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By the end of the business management course, students are expected to reach the following 

assessment objectives. 

1. Demonstrate knowledge and understanding of: 

–– the business management tools, techniques and theories specified in the syllabus content 

–– the six concepts that underpin the subject 

–– real-world business problems, issues and decisions 

–– the HL extension topics (HL only). 

2. Demonstrate application and analysis of: 

–– knowledge and skills to a variety of real-world and fictional business situations 

–– business decisions by explaining the issue(s) at stake, selecting and interpreting data, and applying 

appropriate tools, techniques, theories and concepts 

–– the HL extension topics (HL only). 

3. Demonstrate synthesis and evaluation of: 

–– business strategies and practices, showing evidence of critical thinking 

–– business decisions, formulating recommendations 

–– the HL extension topics (HL only). 

4. Demonstrate a variety of appropriate skills to: 

–– produce well-structured written material using business terminology 

–– select and use quantitative and qualitative business tools, techniques and methods 

–– select and use business material, from a range of primary and secondary sources. 
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Assessment objective Which component addresses 
this assessment objective? 

How is the assessment 
objective addressed? 

1. Demonstrate knowledge 
and understanding 

• External assessment 
• Internal assessment 

External assessment 
• Paper 1 (SL and HL): all 
sections 
• Paper 2 (SL and HL): all 
sections 
 
Internal assessment: all of 
written commentary (SL) and 
research project (HL) 

2. Demonstrate application 
and analysis 

• External assessment 
• Internal assessment 

External assessment 
• Paper 1 (SL and HL): all 
sections 
• Paper 2 (SL and HL): all 
sections 
 
Internal assessment 
• SL: emphasized in criteria 
B and C 
• HL: emphasized in criteria 
C and D 

3. Demonstrate synthesis 
and evaluation 

• External assessment 
• Internal assessment 

External assessment 
• Paper 1: section B (SL and 
HL) and section C (HL) 
• Paper 2 (SL and HL): all 
sections 
 
Internal assessment 
• SL: emphasized in criteria 
D and E 
• HL: emphasized in criteria 
D, E, F and I 
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Assessment objective Which component addresses 
this assessment objective? 

How is the assessment 
objective addressed? 

4. Demonstrate a variety of 
appropriate skills 

• External assessment 
• Internal assessment 

External assessment 
• Paper 1 (SL and HL): all 
sections 
• Paper 2 (SL and HL): all 
sections, emphasized in 
section A 
 
Internal assessment 
• SL: emphasized in criteria 
A, B, C, F and G 
• HL: emphasized in criteria 
A, B, C, G and H 
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Syllabus component 
Teaching hours 

SL HL 

Unit 1: Business organization and environment 
1.1 Introduction to business management 
1.2 Types of organizations 
1.3 Organizational objectives 
1.4 Stakeholders 
1.5 External environment 
1.6 Growth and evolution 
1.7 Organizational planning tools (HL only) 

40 50 

Unit 2: Human resource management 
2.1 Functions and evolution of human resource management 
2.2 Organizational structure 
2.3 Leadership and management 
2.4 Motivation 
2.5 Organizational (corporate) culture (HL only) 
2.6 Industrial/employee relations (HL only) 

15 30 

Unit 3: Finance and accounts 
3.1 Sources of finance 
3.2 Costs and revenues 
3.3 Break-even analysis 
3.4 Final accounts (some HL only) 
3.5 Profitability and liquidity ratio analysis 
3.6 Efficiency ratio analysis (HL only) 
3.7 Cash flow 
3.8 Investment appraisal (some HL only) 
3.9 Budgets (HL only) 

35 50 
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Syllabus component 
Teaching hours 

SL HL 

Unit 4: Marketing 
4.1 The role of marketing 
4.2 Marketing planning (including introduction to the four Ps) 
4.3 Sales forecasting (HL only) 
4.4 Market research 
4.5 The four Ps (product, price, promotion, place) 
4.6 The extended marketing mix of seven Ps (HL only) 
4.7 International marketing (HL only) 
4.8 E-commerce 

35 50 

Unit 5: Operations management 
5.1 The role of operations management 
5.2 Production methods 
5.3 Lean production and quality management (HL only) 
5.4 Location 
5.5 Production planning (HL only) 
5.6 Research and development (HL only) 
5.7 Crisis management and contingency planning (HL only) 

10 30 

Internal assessment 15 30 

Total teaching hours 150 240 
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Assessment component Weighting 

External assessment (4 hours and 30 minutes) 75% 

Paper 1 (2 hour and 15 minutes) 35% 

Based on a case study issued in advance, with additional unseen material 

for sections B and C. 

Assessment objectives 1, 2, 3, 4 (60 marks) 

 

Section A 

Syllabus content: Units 1–5 including HL extension topics 

Students answer two of three structured questions based on the pre-seen 

case study. (10 marks per question) 

 

Section B 

Syllabus content: Units 1–5 including HL extension topics 

Students answer one compulsory structured question primarily based on 

the additional stimulus material. (20 marks) 

 

Section C 

Syllabus content: Units 1–5 including HL extension topics 

Students answer one compulsory extended response question primarily 

based on the additional stimulus material. (20 marks) 

 

Paper 2 (2 hour and 15 minutes) 40% 
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Assessment objectives 1, 2, 3, 4 (70 marks) 

 

Section A 

Syllabus content: Units 1–5 including HL extension topics 

Students answer one of two structured questions based on stimulus 

material with a quantitative focus. (10 marks) 

 

Section B 

Syllabus content: Units 1–5 including HL extension topics 

Students answer two of three structured questions based on stimulus 

material. 

(20 marks per question) 

 

Section C 

Syllabus content: Units 1–5 including HL extension topics 

Students answer one of three extended response questions primarily based 

on two concepts that underpin the course. (20 marks) 

 

Internal assessment (30 teaching hours) 25% 

This component is internally assessed by the teacher and externally 

moderated by the IB at the end of the course. 

 

Research project 

Students research and report on an issue facing an organization or a 

decision to be made by an organization (or several organizations). 

Maximum 2000 words. (25 marks) 

 

 

 

 

  



 

9 
 

 

Three different methods are used to assess students. 

• Analytic markschemes 

• Markbands 

• Assessment criteria (for paper 1 and paper 2 extended response questions) 

For both examination papers, there are analytic markschemes, markbands and assessment criteria. 

The markbands and assessment criteria are related to the assessment objectives established for the 

Business management course and the individuals and societies grade descriptors, and are published in 

this guide. 

The analytic markschemes are specific to each examination and are published separately in a Markscheme 

document. 

 

Written papers 
 
The external assessment of the Diploma Programme business management course consists of two 
examination papers at SL and at HL that are externally set and externally marked. They are designed to 
allow students to demonstrate their competencies in relation to the business management assessment 
objectives. All questions on the examination papers are based on specifications in this guide. 
 
The external components contribute 75% to the final assessment at both SL and HL. 
 
In common with all Diploma Programme examination papers, students at SL and HL are given five minutes 
of reading time before they begin answering the papers. 
 

Pre-seen case study (paper 1) 
 
• The pre-seen case study is provided by the IB three months before the examination session. The pre-

seen case study describes a fictitious case study organization and its business situation. Teachers are 
advised to spend no more than three weeks on the pre-seen case study. Section A questions of paper 1 
are based on the pre-seen case study. 

 
• The pre-seen case study is the same for SL and HL students, although different questions could be set 

for each level. 
 
• Additional stimulus material is provided on the day of the examination, giving students more 

information on the situation of the case study organization and decisions it is facing. Section B and 
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section C (HL only) questions of paper 1 are primarily based on the additional stimulus material, 
although students are expected to draw on the pre-seen material where relevant. The additional 
stimulus material may be the same as, similar to, or different for SL and HL students, and some 
additional stimulus material is given for HL students only. 

 
• The purpose of the pre-seen case study is to assess, in depth and across a number of topics, the students’ 

ability to apply business management knowledge to a given situation. 
 
 

Command terms 
 
Teachers and students must be familiar with the command terms used at each assessment objective level 
to understand the depth of treatment required in examination questions. Cognitive demands progress 
from AO1 to AO3, while AO4 terms are specific to particular skills. 
 
Examination questions may use any command term from the assessment objective level specified in the 
“Syllabus content” section or a less demanding command term from a lower level. For example, if the 
assessment objective level for a topic is AO2, an examination question could contain any of the command 
terms for AO2, such as “explain”, “distinguish”, “interpret” and so forth. Alternatively, the examination 
question could contain a command term from AO1, such as “describe”. However, a more demanding 
command term, such as “evaluate”, from a higher level (AO3 in this case), cannot be used. 
 
The command terms used in each question or part thereof indicate the depth required. The command 
terms are organized by assessment objective level in the “Assessment objectives” section earlier in the 
guide and defined in the “Glossary of command terms” in the appendix. 
 

Use of examples and case studies 
 
In order to be awarded marks in the higher markbands and levels of assessment criteria, students are 
expected, where appropriate, to refer to the stimulus material provided in examinations, use case studies 
and illustrate their answers with examples. This way, they highlight their understanding of how business 
management tools, techniques and theories operate in practice. Where the stimulus material, case 
studies and examples are referred to, students should not simply state the information, but rather offer 
some explanation of how it relates to the question asked. 
 

Use of business management terms 
 
Students are expected to demonstrate the ability to appropriately define, use and apply the business 
management terms included in the “Syllabus content” section. 
 

Use of calculators 
 
While all questions requiring a calculator can be answered fully using a four-function (plus, minus, 
multiply, divide) calculator, graphic display calculators (GDCs) are allowed during the examination. 
Teachers and schools must adhere to the regulations regarding the use of electronic calculators in 
examinations, and students must be made aware of these. 
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External assessment details—HL 
 
Paper 1 
 
Duration: 2 hours 15 minutes 
Weighting: 35% 
 

This paper is divided into three sections. Section A questions are based on the IB prescribed pre-seen 
case study issued to students three months before the examination. Section B and C questions are 
based mainly on the additional stimulus material given on the day of the examination, although students 
are expected to draw on the pre-seen material where relevant. Section A and section B questions may 
be the same, similar or different for SL and HL students. 
Students are expected to demonstrate the following assessment objectives. 
 

Assessment objective Section A Section B Section C 

1. Demonstrate knowledge and understanding X X X 

2. Demonstrate application and analysis X X X 

3. Demonstrate synthesis and evaluation  X X 

4. Demonstrate a variety of appropriate skills X X X 

 
 
Section A 
 
• Questions in this section are drawn from units 1 to 5, which could include the HL extension of the 

syllabus, and refer to the prescribed pre-seen case study. 

• Students answer two structured questions in total from a choice of three. 

• Each question is subdivided into parts. 

• The command terms used in each question indicate the depth required. 

• The questions may require: knowledge and understanding; application and analysis; and a variety of 
appropriate skills. 

• The marks available for each part are indicated on the examination paper. 

• Each question is worth 10 marks. 

• Section A is worth a total of 20 marks. 

 
Section B 
 
• The questions in this section are drawn from units 1 to 5 and HL extension of the syllabus and are 

primarily based on the additional stimulus material given on the day of the examination. 

• Students answer one compulsory structured question. 
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• The question is subdivided into parts. 

• The command terms used in each part indicate the depth required. 

• The questions may require: knowledge and understanding; application and analysis; synthesis and 
evaluation; and a variety of appropriate skills. 

• The marks available for each part are indicated on the examination paper. 

• Section B question is worth a total of 20 marks. 

For sections A and B, marks are allocated using a combination of an analytic markscheme and 
markbands. 

Section C 

• The question in this section is drawn from units 1 to 5 and HL extension of the syllabus and is primarily 
based on the additional stimulus material given on the day of the examination. 

• The response should consider the perspectives of individuals and societies that the organization in the 
prescribed case study impacts upon. 

• Students answer one compulsory extended response question. 

• Assessment objective level three (AO3) command terms are used in the questions. 

• The questions require: knowledge and understanding; application and analysis; synthesis and 
evaluation; and a variety of appropriate skills. 

• Each question is worth 20 marks. 

• Section C is worth a total of 20 marks. 

For section C, marks are allocated using assessment criteria. Marking notes included in the markscheme 
give additional guidance on how to apply the assessment criteria. 

Overall, the maximum for paper 1 is 60 marks. 
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Paper 2 
Duration: 2 hours 15 minutes 

Weighting: 40% 

This paper is divided into three sections. The structure of this paper is the same as SL paper 2. However, 
questions may be the same as, similar to, or different from, those used for the SL paper. HL students 
answer more questions. 

 

Students are expected to demonstrate the following assessment objectives. 

Assessment objective Section A Section B Section C 

1. Demonstrate knowledge and understanding X X X 

2. Demonstrate application and analysis X X X 

3. Demonstrate synthesis and evaluation  X X 

4. Demonstrate a variety of appropriate skills X X X 

 
 

Section A 

• The questions in this section are drawn from units 1 to 5 and HL extension of the syllabus. 

• The questions have a quantitative focus. 

• Students answer one structured question based on unseen stimulus material from a choice of two. 

• The question is subdivided into parts. 

• The command terms used in each part indicate the depth required. 

• The questions may require: knowledge and understanding; application and analysis; and a variety of 
appropriate skills. 

• The marks available for each part are indicated on the examination paper. 

• Each question is worth 10 marks. 

• Section A is worth a total of 10 marks. 

 

Section B 

• The questions in this section are drawn from units 1 to 5 and HL extension of the syllabus. 

• Students answer two structured questions based on stimulus material from a choice of three. 

• The questions are each subdivided into parts. 
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• The command terms used in each part indicate the depth required. 

• The questions may require: knowledge and understanding; application and analysis; synthesis and 
evaluation and a variety of appropriate skills. 

• The marks available for each part are indicated on the examination paper. 

• Each question is worth 20 marks. 

 

• Section B is worth a total of 40 marks. 

For sections A and B, marks are allocated using a combination of an analytic markscheme and 
markbands. 

 

Section C 

• The principal focus of questions in this section is on the concepts of change, culture, ethics, 
globalization, innovation and strategy that underpin the business management course. 

• While the principal focus for each question is on two of the concepts, students need to draw on their 
knowledge of other relevant topics in the syllabus, including the HL extension. 

• There is no stimulus material provided for the questions. 

• Students are required to address the question in relation to one real-world organization but may use 
information from a range of sources, which may include real-world case studies examined in class and 
IA research. The real-world organization that students use in their response must not be the case 
study organization featured in paper 1. 

• The response should consider the perspectives of individuals and societies upon which the real-world 
organization impacts. 

• Students answer one extended response question from a choice of three. 

• Assessment objective level 3 (AO3) command terms are used in each question. 

• Each question requires: knowledge and understanding; application and analysis; synthesis and 
evaluation; and a variety of appropriate skills. 

• Each question is worth 20 marks. 

• Section C is worth a total of 20 marks. 

For section C, marks are allocated using assessment criteria. Marking notes included in the markscheme 
give additional guidance on how to apply the assessment criteria. 

Overall, the maximum for paper 2 is 70 marks. 
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External assessment criteria—SL and HL 

Assessment criteria are used to allocate marks for extended response questions in: 

• HL paper 1, section C 

• SL paper 2, section C 

• HL paper 2, section C. 

 

HL paper 1, section C 

There are five assessment criteria for this question type. 

• Criterion A: Knowledge and understanding of tools, techniques and theories 

• Criterion B: Application 

• Criterion C: Reasoned arguments 

• Criterion D: Structure 

• Criterion E: Individual and societies. 

 

Criterion A: Knowledge and understanding of tools, techniques and theories 

This criterion addresses the extent to which the student demonstrates knowledge and understanding of 
relevant business management tools, techniques and theories as stated and/or implied by the question. 
This includes using appropriate business management terminology. 

Marks Level descriptor 

0 The work does not reach a standard described by the descriptors below. 

1 Superficial knowledge of relevant tools, techniques and theory is demonstrated. 

2 Satisfactory knowledge and understanding of relevant tools, techniques and theories is 
demonstrated. 

3 Good knowledge and understanding of relevant tools, techniques and theories is generally 
demonstrated, though the explanation may lack some depth or breadth. 

4 Good knowledge and understanding of relevant tools, techniques and theories is 
demonstrated. 
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Criterion B: Application 

This criterion addresses the extent to which the student is able to apply the relevant business 
management tools, techniques and theories to the case study organization. 

 

Marks Level descriptor 

0 The work does not reach a standard described by the descriptors below. 

1 The relevant business management tools, techniques and theories are connected to the case 
study organization, but this connection is inappropriate or superficial. 

2 The relevant business management tools, techniques and theories are appropriately 
connected to the case study organization, but this connection is not developed. 

3 The relevant business management tools, techniques and theories are generally well applied 
to explain the situation and issues of the case study organization, though the explanation 
may lack some depth or breadth. Examples are provided. 

4 The relevant business management tools, techniques and theories are well applied to explain 
the situation and issues of the case study organization. Examples are appropriate and 
illustrative. 

 

 

Criterion C: Reasoned arguments 

This criterion assesses the extent to which the student makes reasoned arguments. This includes making 
relevant and balanced arguments by, for example, exploring different practices, weighing up their 
strengths and weaknesses, comparing and contrasting them or considering their implications, depending 
on the requirements of the question. It also includes justifying the arguments by presenting evidence for 
the claims made. 

 

Marks Level descriptor 

0 The work does not reach a standard described by the descriptors below. 

1 Statements are made but these are superficial. 

2 Relevant arguments are made but these are mostly unjustified. 

3 Relevant arguments are made and these are mostly justified. 

4 Relevant, balanced arguments are made and these are well justified. 
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Criterion D: Structure 

This criterion assesses the extent to which the student organizes his or her ideas with clarity, and presents 
a structured piece of writing comprised of: 

• an introduction 

• a body 

• a conclusion 

• fit-for-purpose paragraphs. 

 

Marks Level descriptor 

0 The work does not reach a standard described by the descriptors below. 

1 Two or fewer of the structural elements are present, and few ideas are clearly organized. 

2 Three of the structural elements are present, or most ideas are clearly organized. 

3 Three or four of the structural elements are present, and most ideas are clearly organized. 

4 All of the structural elements are present, and ideas are clearly organized. 

 

 

Criterion E: Individuals and societies 

This criterion assesses the extent to which the student is able to give balanced consideration to the 
perspectives of a range of relevant stakeholders, including individuals and groups internal and external to 
the organization. 

 

Marks Level descriptor 

0 The work does not reach a standard described by the descriptors below. 

1 One individual or group perspective is considered superficially or inappropriately. 

2 One relevant individual or group perspective is considered appropriately, or two relevant 
individual or group perspectives are considered superficially or inappropriately. 

3 At least two relevant individual or group perspectives are considered appropriately. 

4 Balanced consideration is given to relevant individual and group perspectives. 
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SL and HL paper 2, section C 

There are five assessment criteria for this question type. 

• Criterion A: Knowledge and conceptual understanding 

• Criterion B: Application 

• Criterion C: Reasoned arguments 

• Criterion D: Structure 

• Criterion E: Individuals and societies 

 

Criterion A: Knowledge and conceptual understanding 

This criterion addresses the extent to which the student demonstrates knowledge and understanding of 
the given concepts and relevant business management content (theories, techniques or tools, depending 
on the requirements of the question). 

 

Marks Level descriptor 

0 The work does not reach a standard described by the descriptors below. 

1 Superficial knowledge of the given concepts is demonstrated. Business management content 
is not selected or the content selected is irrelevant. 

2 Satisfactory understanding of one or both of the given concepts is demonstrated. Some 
business management content selected is relevant. The relevant content is satisfactorily 
explained. 

3 Good understanding of one or both of the given concepts is demonstrated. The business 
management content selected is relevant, though it may not be sufficient. The relevant 
content is generally well explained, though the explanation may lack some depth or breadth. 

4 Good understanding of both of the given concepts is demonstrated. The business 
management content selected is relevant, sufficient and well explained. 
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Criterion B: Application 

This criterion addresses the extent to which the student is able to apply the given concepts and the 
relevant business management content (theories, techniques or tools, depending on the requirements of 
the question) to his or her chosen real-world organization(s). The real-world organization(s) must not be 
the organization featured in the prescribed case study for paper 1. 

 

Marks Level descriptor 

0 The work does not reach a standard described by the descriptors below. 

1 The given concepts and/or any relevant business management content are connected to the 
real-world organization(s), but this connection is inappropriate or superficial. 

2 The given concepts and/or relevant business management content are connected 
appropriately to the real-world organization(s), but this connection is not developed. 

3 The given concepts and relevant business management content are generally well applied to 
explain the situation and issues of the real-world organization(s), though the explanation may 
lack some depth or breadth. Examples are provided. 

4 The given concepts and relevant business management content are well applied to explain 
the situation and issues of the real-world organization(s). Examples are appropriate and 
illustrative. 
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Criterion C: Reasoned arguments 

This criterion assesses the extent to which the student makes reasoned arguments. This includes making 
relevant and balanced arguments by, for example, exploring different practices, weighing up their 
strengths and weaknesses, comparing and contrasting them or considering their implications, depending 
on the requirements of the question. It also includes justifying the arguments by presenting reasonable 
evidence or other support for the claims made. 

 

Marks Level descriptor 

0 The work does not reach a standard described by the descriptors below. 

1 Statements are made but these are superficial. 

2 Relevant arguments are made but these are mostly unjustified. 

3 Relevant arguments are made and these are mostly justified. 

4 Relevant, balanced arguments are made and these are well justified. 

 

 

Criterion D: Structure 

This criterion assesses the extent to which the student organizes his or her ideas with clarity, and presents 
a structured piece of writing comprised of: 

• an introduction 

• a body 

• a conclusion 

• fit-for-purpose paragraphs. 

 

Marks Level descriptor 

0 The work does not reach a standard described by the descriptors below. 

1 Two or fewer of the structural elements are present, and few ideas are clearly organized. 

2 Three of the structural elements are present, or most ideas are clearly organized. 

3 Three or four of the structural elements are present, and most ideas are clearly organized. 

4 All of the structural elements are present, and ideas are clearly organized. 
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Criterion E: Individuals and societies 

This criterion assesses the extent to which the student is able to give balanced consideration to the 
perspectives of a range of relevant stakeholders, including individuals and groups internal and external to 
the organization. 

 

Marks Level descriptor 

0 The work does not reach a standard described by the descriptors below. 

1 One individual or group perspective is considered superficially or inappropriately. 

2 One relevant individual or group perspective is considered appropriately, or two relevant 
individual or group perspectives are considered superficially or inappropriately. 

3 At least two relevant individual or group perspectives are considered appropriately. 

4 Balanced consideration is given to relevant individual and group perspectives. 
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Purpose of internal assessment  

Internal assessment is an integral part of the course and is compulsory for both SL and HL students. It 

enables students to demonstrate the application of their skills and knowledge, and to pursue their 

personal interests, without the time limitations and other constraints that are associated with written 

examinations. The internal assessment should, as far as possible, be woven into normal classroom 

teaching and not be a separate activity conducted after a course has been taught.  

The internal assessment requirements at SL and at HL are different for the business management course. 

The SL internal assessment is a written commentary and the HL internal assessment is a research project. 

 

Guidance and authenticity  

The written commentary (SL) and research project (HL) submitted for internal assessment must be the 

students’ own work. The teacher should play an important role during both the planning stage and the 

period when the student is working on the internally assessed work. It is the responsibility of the teacher 

to ensure that students are familiar with:  

 the requirements of the type of work to be internally assessed  

 the assessment criteria; students must understand that the work submitted for assessment must 

address these criteria effectively.  

Teachers and students must discuss the internally assessed work. Students should be encouraged to 

initiate discussions with the teacher to obtain advice and information. As part of the learning process, 

teachers should read and give advice to students on one draft of the work. The teacher should provide 

oral or written advice on how the work could be improved, but must not edit the draft. The next version 

handed to the teacher must be the final version for submission. 

It is the responsibility of teachers to ensure that all students understand the basic meaning and 

significance of concepts that relate to academic honesty, especially authenticity and intellectual property. 

Teachers must ensure that all student work for assessment is prepared according to the requirements and 

must explain clearly to students that the internally assessed work must be entirely their own. Where 

collaboration between students is permitted, it must be clear to all students what the difference is 

between collaboration and collusion. 
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All work submitted to the IB for moderation or assessment must be authenticated by a teacher, and 

must not include any known instances of suspected or confirmed malpractice. Each student must confirm 

that the work is his or her authentic work and constitutes the final version of that work. Once a student 

has officially submitted the final version of the work it cannot be retracted. The requirement to confirm 

the authenticity of work applies to the work of all students, not just the sample work that will be submitted 

to the IB for the purpose of moderation.  

Authenticity may be checked by discussion with the student on the content of the work, and scrutiny of 

one or more of the following:  

 the student’s initial proposal  

 the first draft of the written work  

 the references cited  

 the style of writing compared with work known to be that of the student  

 the analysis of the work by a web-based plagiarism detection service such as turnitin.com.  

 

The same piece of work cannot be submitted to meet the requirements of both the internal assessment 

and the extended essay. 

 

Time allocation  

Internal assessment is an integral part of the business management course, contributing 25% to the final 

assessment in the SL and the HL courses. This weighting should be reflected in the time that is allocated 

to teaching the knowledge, skills and understanding required to undertake the work, as well as the total 

time allocated to carry out the work. 

It is recommended that a total of approximately 15 hours (SL) and 30 hours (HL) of teaching time should 

be allocated to the work. This should include:  

 time for the teacher to explain to students the requirements of the internal assessment  

 class time for students to work on the internal assessment component and ask questions  

 time for consultation between the teacher and each student  

 time to review and monitor progress, and to check authenticity.  
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Internal assessment details—HL  

Research project  
Duration: 30 hours  

Weighting: 25%  

Introduction  
The HL internal assessment is a research project that allows students to demonstrate the application of 

their skills and knowledge to business issues or decision-making. 

Requirements  
HL students are required to:  

 design and undertake research that either addresses an issue facing a business organization or a range 

of organizations or analyses a decision to be made by a business organization or range of 

organizations  

 select a real business organization or a range of organizations and a real issue or decision under 

investigation  

 base their research project on primary research they gather from the organization investigated 

(secondary research may be used as support)  

 provide a title for the research project that, to give focus and direction, must be framed as a 

question  

 produce a research proposal (of maximum 500 words), including an action plan, to be used as the 

primary planning document 

 produce a written report that does not exceed 2,000 words  

 write the report in a style and format of a useful working document for management.  

 

Choice of research topic and organization  
Students should, with the teacher’s guidance, choose their own topic and organization that they find 

interesting and motivating.  

The teacher should approve each topic before work is started, and ensure that it complies with the 

requirements for internal assessment.  

The research question should be forward-looking, targeted at an issue or a decision still relevant for the 

business organization(s) rather than descriptive of something already finished, and should require the 

student to make recommendations for further action. Guidance from the teacher in formulating an 

appropriate research question is important.  

For a variety of reasons not apparent at the start of the project, such as confidentiality, some organizations 

fail to provide data, which will undermine the quality of the final report. Students must therefore confirm 

before starting their investigations that they will be able to obtain the necessary data from the chosen 

organization.  
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Students must be aware of ethical considerations when undertaking any research. There is a need for 

tact, sensitivity to other people and respect for confidentiality.  

If more than one student chooses the same organization for their research, it is the responsibility of the 

teacher to ensure that the written commentaries reflect the students’ own individual research, 

interpretation and analysis.  

If a student also writes an extended essay in business management, it is the responsibility of the 

teachers to ensure that students do not build their internal assessment and extended essay in business 

management on the same syllabus content. Also, given different requirements and assessment criteria, 

students should choose different organizations for these different tasks. 

Research proposal  
The internal assessment must start with a research proposal. This will become the primary planning 

document, giving direction to the research project. The maximum length of the research proposal is 500 

words. The word count must be stated on the submitted work. If the word limit is exceeded, the 

teacher’s assessment must be based on the first 500 words of the proposal. 

Note: Moderators will not read beyond 500 words for the research proposal. 

The research proposal has a required format consisting of four components. 

• Research question 

• Proposed methodology, including: 

–– the rationale for study 

–– areas of the syllabus to be covered 

–– possible sources of information 

–– organizations and individuals to be approached 

–– methods to be used to collect and analyse data, and the reason for choosing them 

–– the order of activities and timescale of the project 

 Anticipated difficulties, such as limited or biased sources  

 Action plan  

Students should use the research proposal as their primary planning document, reviewing it regularly 

with the teacher and modifying or rewriting it as necessary, should circumstances change. 

The maximum achievement level for criterion A, research proposal, is 3 marks (see “Internal 

assessment criteria—HL”). Students who fail to produce a research proposal will be awarded 0 marks 

for this criterion. 
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Written report  
The written report, which follows the research proposal, is the second part of the research project. This 

will document the main findings of the research.  

The report must follow acceptable practice in report presentation, reflected in the required format for 

the written report shown below. 

The written report must consist of the following sections.  

 Title page: The title page should give a clear indication of the content of the research project, including 

the name of the student, the title of the project, the intended audience and the word count.  

 Acknowledgements: The acknowledgements should recognize any individual and/or organization 

that made the production of the report possible.  

 Contents page: The contents page should include the major headings in the report, beginning with 

the executive summary. Page numbers should be clearly indicated.  

 Executive summary (abstract): The executive summary should be a concise, clear and explicit 

summary of the document, including the recommendations and conclusions. The research question 

and executive summary should guide the reader to the substance of the report. The maximum length 

of the executive summary is 200 words, and this is not included in the word count.  

 Introduction: The introduction should demonstrate some background knowledge about the 

organization(s) and give a clear outline of the issue or decision under investigation.  

 Research question  

 Methodology employed: The methodology section should be a summary of the primary (and, where 

relevant, secondary) research undertaken and the business tools, techniques and theories applied. It 

should also include an assessment of the validity and reliability of the data collected (for example, 

partiality and scope) and the methods employed. Any changes made as the work progressed should 

be explained.  

 Main results and findings: The main results and findings section should clarify what the raw data has 

revealed. This should include a summary of the data collected and of the findings made, and should, 

where appropriate, be supported by tables, graphs and statistics.  

 Analysis and discussion: In the analysis and discussion section, the results and findings should be 

analysed with the help of relevant business tools, techniques and theories. They should also be 

interpreted: what main issues emerge from the research, and why and how are they helpful (or not) 

to answering the research question? An evaluative approach to the discussion of findings should be 

pursued: for example, what are the strengths and weaknesses of the various positions on the issue or 

decision under investigation and what are their implications?  

 Conclusion(s) and recommendation(s): The conclusions should follow on from the analysis and 

discussion; new facts or arguments should not be presented. Recommendations should be precise, 

answer the research question and be practical proposals for action that stem from the conclusions. If 

the results of the research are inconclusive, further research should be recommended. To be of 

practical value to management, the report should be forward-looking and support the organization’s 

decision-making process. 
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 References and bibliography: For presentation of references and bibliography, please see the section 

on acknowledging the ideas and work of another person in the “The Diploma Programme” section of 

this subject guide.  

 Appendices: The appendices should contain only information or data that is required to support of 

the text and should be clearly referred to where relevant. The appendices will typically include 

examples of photographs, documents, questionnaires, numerical raw data in tables and statistical 

calculations.  

The teacher should comment on students’ first drafts of the written report as part of the learning process.  

Word count  
The written report must not exceed 2,000 words. A word count must be included as part of the written 

report. If the word limit is exceeded, the teacher’s assessment must be based on the first 2,000 words 

of the report. 

Note: Moderators will not read beyond 2,000 words for the written report.  

The following are not included in the 2,000-word count:  

 title page  

 acknowledgments  

 contents page  

 executive summary (abstract)  

 tables of statistical data  

 diagrams or figures  

 equations, formulae and calculations  

 citations (which, if used, must be in the body of the commentary)  

 references (which, if used, must be in the footnotes/endnotes)  

 bibliography  

 appendices.  

Please note that footnotes/endnotes may be used for references only. Definitions of business 

management terms and quotations, if used, must be in the body of the work and are included in the 

word count. Please note that citation is a shorthand method of making a reference in the body of the 

commentary, which is then linked to the full reference in the bibliography. 
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Internal assessment criteria—HL  

The HL business management research project is assessed against nine criteria that are related to the 

assessment objectives for the business management course. Criterion A refers to the research proposal, 

while criteria B–I are used to assess the written report.  

When the work to be assessed has been read, the descriptors for each criterion should be studied until a 

descriptor is reached that most appropriately describes the achievement level. If a piece of work seems 

to fall between two descriptors, both descriptors should be read again and the one that more 

appropriately describes the student’s work chosen. 

There are nine assessment criteria for the research project.  

 Criterion A: Research proposal  

 Criterion B: Sources and data  

 Criterion C: Use of tools, techniques and theories  

 Criterion D: Analysis and evaluation  

 Criterion E: Conclusions  

 Criterion F: Recommendations  

 Criterion G: Structure  

 Criterion H: Presentation 

  Criterion I: Reflective thinking 

 

Criterion A: Research proposal 

Please note: Criterion A should be used to assess the research proposal only.  

This criterion assesses the extent to which the student presents a research proposal that gives an effective direction for the project, with all the 

required elements. 

Marks  
 

Level descriptor  
 

0 The work does not reach a standard described by the descriptors below. 

1 The research proposal is presented but is generally inappropriate, or two or more 

elements are missing. 

2 The research proposal is generally appropriate but some elements lack clarity, detail and 

focus, or one element is missing. 

3 The research proposal with all the required elements is appropriate, detailed, clear and 

focused. 
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Criterion B: Sources and data (written report)  

This criterion assesses the extent to which the student selects primary sources and collects data which 

address an issue or a decision to be made by an organization or a range of organizations in appropriate 

depth and breadth. 

Marks  
 

Level descriptor  
 

0 The work does not reach a standard described by the descriptors below. 

1 Some of the primary sources selected or the data collected are appropriate. 

2 The primary sources selected and the data collected are appropriate, but are not varied 

and sufficient. 

3 The primary sources selected and the data collected are appropriate, varied and 

sufficient. 

 

Criterion C: Use of tools, techniques and theories (written report)  

This criterion assesses the extent to which the student understands and applies relevant business 

management tools, techniques and theories so that a greater insight into the situation of the 

organization ensues. 

Marks  
 

Level descriptor  
 

0 The work does not reach a standard described by the descriptors below. 

1 There is a limited understanding of business management tools, techniques and theories, 

and these are not applied or are superficially applied. 

2 There is a satisfactory understanding of relevant business management tools, techniques 

and theories, and these are suitably applied. 

3 There is a good understanding of relevant business management tools, techniques and 

theories, and these are skillfully applied. 
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Criterion D: Analysis and evaluation (written report)  

This criterion assesses the extent to which the student uses his or her results and findings effectively in 

order to explain the issue or decision to be made and is able to integrate his or her ideas coherently. This 

criterion also assesses the extent to which the student evaluates his or her arguments and makes 

judgments that are well substantiated. 

Marks  
 

Level descriptor  
 

0 The work does not reach a standard described by the descriptors below. 

1 The results and findings are limited, and no analysis of them is provided. 

2 The results and findings are limited, and a superficial analysis of them is provided. 

3 There is a satisfactory analysis of the results and findings and some integration of ideas. 

4 There is a satisfactory analysis of the results and findings, a satisfactory integration of ideas 

and some evidence of evaluation. 

5 There is a good analysis of the results and findings, a good integration of ideas and evidence 

of substantiated evaluation. 

6 There is a skillful analysis of the results and findings, a coherent integration of ideas and 

consistent evidence of substantiated evaluation. 

 

 

Criterion E: Conclusions (written report)  

This criterion assesses the extent to which the student is able to draw relevant conclusions based on the 

analysis of the report. 

Marks  
 

Level descriptor  
 

0 The work does not reach a standard described by the descriptors below. 

1 There are some conclusions, but they are unsubstantiated and/or inconsistent with the 

evidence presented in the main body of the report. 

2 Conclusions are substantiated and consistent with the evidence presented in the main 

body of the report. Areas for further study have been identified, if appropriate. 
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Criterion F: Recommendations (written report)  

This criterion assesses the extent to which the student is able to make substantiated recommendations 

that are consistent with the conclusions made and answer the research question. 

Marks  
 

Level descriptor  
 

0 The work does not reach a standard described by the descriptors below. 

1 There are recommendations, but they are unsubstantiated and/or inconsistent with the 

conclusions, or they do not answer the research question. 

2 The recommendations are substantiated and consistent with the conclusions, and they 

answer the research question. 

 

 

Criterion G: Structure (written report)  

This criterion assesses the extent to which the student organizes his or her ideas into a structured report 

with an argument that is easy to follow. 

Marks  
 

Level descriptor  
 

0 The work does not reach a standard described by the descriptors below. 

1 Limited structure. 

2 Appropriate structure. 

 

Criterion H: Presentation (written report)  

This criterion assesses the extent to which the student presents all the required components of the 

written report in the correct order and format. 

Marks  
 

Level descriptor  
 

0 The work does not reach a standard described by the descriptors below. 

1 The report is missing one or more of the required components, or the components are not 

in the correct order or format. 

2 The report includes all of the required components in the correct order and format. 
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Criterion I: Reflective thinking (written report)  

This criterion assesses the extent to which the student is able to reflect critically on their own work. 

Marks  
 

Level descriptor  
 

0 The work does not reach a standard described by the descriptors below. 

1 The report includes limited or superficial reflective thinking on the approach taken in this 

piece of research and its limitations. 

2 The report includes appropriate evidence of reflective thinking on the approach taken in 

this piece of research and its limitations. 
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B-Pharma, a public limited company, is one of the biggest multinational companies (MNC) in the 
pharmaceutical industry.  It employs over 30 000 people globally.  The corporate headquarters are in 
Tsukuba Science City, Japan. 

B-Pharma was founded in 1973 by Yukio Nakamura.  Strong demand in the mid 1980s and a period 
of economic boom in Japan enabled B-Pharma to grow and expand within the Pacific Rim.  In 
1986, a first subsidiary was established in Seattle, United States (USA).  B-Pharma has also opened 
smaller subsidiaries in other countries such as Canada, Chile, Mexico, New Zealand, South Korea 
and Vietnam.  Subsidiaries are responsible for both production and distribution of B-Pharma drugs 
in their national markets, as well as research and development (R&D).

Marketing

In the pharmaceutical industry, R&D departments have a critical role in ensuring successful 
innovation.  New product development can lead to competitive advantage, business growth, higher 
profits and therefore shareholder satisfaction.  However, R&D is a long and expensive process, and 
strategically challenging: it could take more than 17 years from the discovery of a new drug to its 
launch into the market.  The process of approval involves significant testing to ensure the safety of 
the drugs.  This is why all new drugs, once commercialized, tend to be expensive.

When B-Pharma sets the prices of its drugs, it must cover not only the costs of production and 
distribution, but also the costs of past R&D.  Pricing is usually cost-plus, although some other 
factors may be taken into account, for example the price of competitors’ drugs.  Pharmaceutical 
companies do not normally use pricing strategies of penetration or skimming.

B-Pharma has a portfolio of drugs at different stages of their product life cycle, for example:
 Pharmax, a painkiller and B-Pharma’s bestselling drug.  It has a share of around one-third of 

the market in Japan and the USA.  That figure has been stable for the last 10 years.  Although 
the market is saturated and growing very slowly, this painkiller is a well-established product.  
Following the expiration of the original patent, competitors are now starting to produce cheaper 
substitutes.

 Pharmaflo, a drug that prevents heart attacks.  Launched in 2006, it has a 15 % market share in a 
rapidly growing market. 

 Pharmaslim, a drug for weight control.  It is selling poorly even though the market for anti-
obesity drugs is growing rapidly.

 Pharmatics, a new anti-aging drug, launched in 2014.  Its first sales results were satisfactory due 
to significant introductory marketing efforts.  Whether sales will continue to grow is unclear.
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Although launching a new drug is a complex marketing activity, B-Pharma has a key strength: its 
well-established brand name has been maintained by aggressive advertising in specialist magazines.  
B-Pharma’s logo is present on all its products.  B-Pharma has considerable brand loyalty.  Market 
research shows that most adults across East Asia recognize B-Pharma labels and regard them as a 
mark of quality and safety.  B-Pharma drugs are trusted but are expensive.  In periods of economic 
difficulties, many people prefer to buy generic drugs1, which are cheaper.

Managing human resources in a multinational company

B-Pharma has attempted to introduce the same tall organizational structure in all its subsidiaries.  
However, this uniform approach to hierarchical organization has not proved appropriate as it ignores 
cultural differences between some of the countries where B-Pharma operates.

In Canada, employees have repeatedly stated that they want more delegation and a wider span of 
control.  The Canadian subsidiary has recently suffered lower levels of productivity compared to other 
B-Pharma subsidiaries.  In this current financial year, it has even traded at a loss.  Several managers 
have been unable to improve productivity, so Yukio has appointed Susan James as chief executive 
officer (CEO) in Canada to return the subsidiary to profitability in the coming financial year.  Susan 
has rejected requests for greater empowerment.

Although morale has deteriorated and strike action has been threatened, she refuses to change her 
leadership style.  She has the support of the rest of her management team.  The problems have been 
exacerbated by her inability to communicate and by the tall hierarchical structure.  With collective 
bargaining now in process, Susan understands that employees may be left demotivated and that 
productivity might suffer.  She knows that Canadian employees respond well to financial motivation, 
so her solution to the problems is to redirect some of her R&D budget to her human resources (HR) 
department in order to implement performance-related pay (PRP).

Current issues: B-Pharma in the media

B-Pharma’s public image has recently been tarnished by some events and problems.

In 2012, one of B-Pharma’s laboratories found itself at the centre of a controversy reported by 
international media.  Its scientists were conducting research on the effects of a new drug and as part of 
the testing, they carried out experiments on animals.  Many of these animals suffered a painful death.  
A “whistleblower”2 alerted the authorities because the standard regulations and benchmarks that were 
supposed to ensure the care of animals were not followed.  Unannounced, veterinary inspectors visited 
the premises and wrote a damaging report.  The document was leaked to journalists and this started 
a “media frenzy” with headlines such as “Animals tortured at B-Pharma lab” and “B-Pharma lab of 
shame”.  Animal rights activists vandalized several laboratories as well as the Tsukuba headquarters; 
Yukio Nakamura himself received letters threatening him and his family.  The weight of public opinion 
worldwide was against B-Pharma, even though a costly public relations exercise reduced the impact 
to a certain extent.

1 generic drugs: as opposed to branded drugs, generic drugs are produced and sold without patent protection 
2 “whistleblower”: an employee who reveals wrongdoing within an organization 
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Following the negative publicity, B-Pharma tightened its procedures and created a new post of 
“Director of Corporate Social Responsibility (CSR)”.  The person appointed to the position was 
Tadashi Agi, a Professor of Business Ethics at the National University of Tsukuba.  Tadashi is now 
writing a corporate social responsibility manual for the company.  He plans to introduce corporate 
social responsibility objectives, measures and actions across all departments and is making extensive 
use of new technology to communicate this ethical vision to all internal and external stakeholders.

Accounts and finance

Although B-Pharma has large financial reserves and could theoretically withstand any financial 
instability including an economic recession, the Board of Directors is aware that financial markets are 
volatile.

The USA subsidiary of B-Pharma recently had a liquidity problem and as a form of crisis management 
the Tsukuba headquarters had to intervene to provide some extra short-term capital.  The Board of 
Directors of B-Pharma sent Suzuko Tanaka, one of the Japanese financial auditors, to Seattle to 
enquire about the problem.  Although Suzuko found that the financial information was not up-to-date 
she managed to collect some data (Appendix 1).

The future: external growth and strategic options

In October 2015, the value of B-Pharma shares dropped by 25 %.  Although the market recovered, 
B-Pharma remains vulnerable to takeover.  The Board of Directors of B-Pharma is considering several 
strategic options for the future growth of B-Pharma:
 Strategic option 1: Market development
 Strategic option 2: Market penetration
 Strategic option 3: Diversification. 

Additional terms not in the Guide

Diversification
Patent
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Appendix 1: Data collected by Suzuko Tanaka at the USA subsidiary of B-Pharma

2011 2012
Cash $150m $60m
Creditors $200m $500m
Debtors $200m $330m
Short term loans $150m $150m
Stock $175m $325m

Ratios:
Current ratio 1.50 1.10
Acid test (quick) ratio 1.00 0.60

Companies, products, or individuals named in this case study are fictitious and any similarities with actual 
entities are purely coincidental.
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SECTION A

Answer two questions from this section.

1. (a) With reference to B-Pharma, describe two ways in which corporate social 
responsibility (CSR) could be important. [4 marks]

 (b) Apply the Boston Consulting Group (BCG) matrix to B-Pharma’s product 
portfolio. [6 marks]

2. (a) With reference to B-Pharma, outline two key features of operating as a public 
limited company. [4 marks]

 (b) Explain the importance of branding for B-Pharma. [6 marks]

3. (a) Describe two benefits for B-Pharma of a cost-plus (mark-up) pricing strategy for 
its drugs. [4 marks]

 (b) Analyse the effectiveness of Susan James’ leadership style at the Canadian 
subsidiary of B-Pharma. [6 marks]
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SECTION B

Answer the following question.

4. Suzuko Tanaka now has more financial information for the USA subsidiary of B-Pharma:

2013 2014
Cash  $50m  $40m
Creditors  $800m  $850m
Debtors  $350m  $410m
Short term loans  $200m  $400m
Stock  $360m  $375m

Ratios:
Current ratio 0.76 0.66
Acid test (quick) ratio 0.40 0.36

She is concerned with the changes in the subsidiary’s liquidity.  

In addition the Board of Directors at B-Pharma are considering strategic Option 2 for future growth: 
 
 Market penetration in China

 Likely overall cost: $50 million.

 In China, B-Pharma supplies private clinics, hospitals and a small consumer segment.  Option 2 is to 
penetrate further the large Chinese market.  Production for this market would be outsourced to Chinese 
manufacturers that use flow production in the most up-to-date facilities.  This contrasts with batch 
production used at B-Pharma.  There is rapid economic development in the region and increasing life 
expectancy in China.  Marketing the drugs in China will be achieved through franchising.  However 
some directors are concerned that:
• some local businesses may illegally copy some of B-Pharma’s products
• delegation of quality control to the Chinese manufacturers may mean quality will be difficult to 

manage
• cultural differences between China and Japan could negatively impact on the implementation of 

this option. 

 (a) Define the term franchising. [2 marks]

 (b) Explain one advantage and one disadvantage to B-Pharma of using batch 
production in the production of pharmaceuticals. [4 marks]

(This question continues on the following page)
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(Question 4 continued)

 (c) If B-Pharma implements Option 2 (market penetration in China), explain one 
advantage and one disadvantage to B-Pharma of outsourcing. [4 marks]

 (d) Using the financial information for 2011 to 2014 (Appendix 1 and table on 
page 4), discuss two strategies to improve liquidity at the USA subsidiary of 
B-Pharma. [10 marks]

41



SPEC/3/BUSMT/HP1/ENG/TZ0/XX– 6 –

SECTION C

Answer the following question.

5. The Board of Directors at B-Pharma are now exploring the other two strategic options:

 Option 1: Market development in Europe

 Likely overall cost: $100 million.

 To gain productive capacity and a network of distribution channels in Europe, B-Pharma could enter 
this market through hostile takeover of several European companies.  The businesses could be bought 
cheaply. 

 However, to achieve synergies, some obstacles must be overcome:
• the plants available for acquisition need modernizing.  As a result they could benefit from factories 

latest total quality management (TQM) methods
• European workers expect empowerment and are likely to resist any attempts at restructuring
• European workers are concerned about B-Pharma’s reputation after hearing about the animal 

testing scandal.

 Option 3: Diversification of the product portfolio

 Likely overall cost: $120 million.

 Some directors think that the company could be seen as more ethical if they made products to improve 
animal welfare.  B-Pharma could produce a range of drugs for animals to be sold to vets.  This huge 
and growing market around the world is very competitive and for B-Pharma has several risks.  This 
market is completely new to B-Pharma so a joint venture with an experienced Japanese company has 
been suggested.  B-Pharma is considering a new brand name. 

 The two options are summarized on the decision tree below:

Option 1
$100m

Option 3
$120m

Successful 0.9 $220m

Probability Forecast revenue

Successful 0.3 $800m

Not successful 0.1 $30m

Not successful 0.7 $40m

Option Predicted  
outcome

1 $101m
3 ??

(This question continues on the following page)
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(Question 5 continued)

 Using quantitative and qualitative data from the case study and the additional stimulus 
above, recommend which option 1 or 3 is best for achieving B-Pharma’s objective of 
growth. 

 You will find it useful to calculate the predicted outcome for Option 3 in the above 
decision tree. [20 marks]
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SECTION A

Answer one question from this section.

1. Safe Passage (SP)  

Trent Peters is one of seven partners at Safe Passage (SP).  It provides bodyguard* services to  
film stars, politicians and other important people in Europe and the Americas.  With increasing income 
levels and greater wealth, Asia has become a potential market opportunity and Trent has been tasked 
with developing the workforce planning.

Trent has identified two options for the recruitment and training of bodyguards in Asia.  These are:
 offshoring by setting up its own overseas branch in Asian country X or Y or Z
 outsourcing/subcontracting by using an external agency in Asian country X or Y or Z.

The forecast costs and revenues of offshoring are given below (all figures in US$ millions):

Option Forecast costs Forecast revenue if 
successful

Probability: 0.3

Forecast revenue if 
not successful

Probability: 0.7
1. Offshore to country X 1

a) If there is a change of 
government  
(probability 0.2)

4 3

b) If there is no change of 
government  
(probability 0.8)

19 2

2. Offshore to country Y  
(no possibility of a change 
of government)

6 21 4

3. Offshore to country Z 4
a) If there is a change of 

government  
(probability 0.6)

16 4

b) If there is no change of 
government  
(probability 0.4)

12 3

 (a) Outline one feature of a partnership that would help SP as a business. [2 marks]

 (b) Construct a fully labelled decision tree and calculate the predicted outcome of 
each offshoring option (show all your working).  Identify the best option for SP. [8 marks]

* bodyguard: a person who is responsible for protecting a person from harm 
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2. Dan Electro

Dan Bowen is a sole trader who sells digital cameras directly to consumers.  He owns an online 
business and all sales are processed electronically under the business name Dan Electro. 

Financial information for 2012 (all figures in US$)
Fixed costs per year
Rent 20  000
Marketing 4000
Administration 5000
Interest payments 1000

Variable costs per camera
Camera 135
Transportation 45
Direct labour 20

Price per camera 250

Dan forecasts selling 700 cameras in 2012.

 (a) Define the term variable costs. [2 marks]

 (b) (i) Construct a fully labelled break-even chart for Dan Electro for 2012.  
Calculate and indicate the break-even point and the margin of safety and 
calculate the forecasted profit from the sale of 700 cameras (show all  
your working). [6 marks]

  (ii) Calculate the number of cameras Dan Electro must sell in order to double 
the forecasted profit (show all your working). [2 marks]
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SECTION B

Answer two questions from this section.

3. Hands

Hands, a partnership set up in 1968 in southern Argentina, manufactures hand-knitted items such as 
sweaters, scarves, bags, carpets and blankets produced using the job production method.  It employs 
around 300 craftswomen from the rural areas of Patagonia.  Workers are paid on a piece rate basis.

The business has faced several challenges over the years such as a lack of finance and economic 
recessions.  Elizabeth Sosa, managing partner, said that Hands survival depended not only on 
the product, but also on the craftswomen’s loyalty to the business and the partners’ democratic 
leadership style.  She said “our workers have developed a strong sense of belonging to Hands.   
We are a team, everyone’s opinion is heard”.

The partners wanted Hands to enter into international markets.  They consulted with the craftswomen 
several times over this idea.  Reaching a consensus on the decision took a long time.  For Hands to 
compete effectively in international markets, some craftswomen would have to be given managerial 
authority.  Many craftswomen expressed concern over these proposed organizational changes.

Despite fierce competition from hand-knitting companies in India, New Zealand and Uruguay, 
within two years Hands had entered both the American and European markets by using high 
quality raw material and quality control methods.  It now supplies its products to well-known 
companies and designers such as Marc Jacobs, Donna Karan, and Polo Ralph Lauren.  These new 
customers are outside the regional trading bloc* Mercosur, where Hands is located, requiring new  
distribution channels.  Consequently, Hands’ working capital needs have increased.

[Source: adapted from http://www.manos.com.uy, accessed 13 July 2010]

 (a) Identify two features of quality control. [2 marks]

 (b) Explain one advantage and one disadvantage to Hands of using a piece rate 
rewards package for its workers.   [4 marks]

 (c) Explain two challenges that Hands may have faced entering into international 
markets. [4 marks]

 (d) Evaluate the effectiveness of the democratic leadership style of the partners  
at Hands. [10 marks]

* regional trading bloc: a group of countries that restrict trade from non-member countries with mechanisms such as tariffs 
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Turn over 

4. Maquinaria de la Oficina de Santiago, Ltda. (MOS)

Maquinaria de la Oficina de Santiago, Ltda. (Office Machinery of Santiago Ltd., MOS) is a private 
limited company run by Maria Salazar, who in 2009 became Chief Executive Officer (CEO) of the 
company after her father, Martino, retired.  When Martino opened the business in 1959, he mainly 
sold typewriters.  Now MOS sells the following for personal and small business use:
 modern mobile telephones (for example Apple iPhones)
 portable DVD players
 personal computers
 typewriters.

Because of liquidity problems when she became CEO, Maria conducted a detailed analysis of sales 
and stock (inventory).  She discovered the following:

% of 
sales, 
2009

% of 
sales, 
2011

Sales, 2011
in $

% of 
stock, 
2011

Average 
stock,  

2011 in $

Market 
growth 
rate, %, 

2011

Estimated 
MOS market 

share, %, 
2011

Modern mobile  
telephones 12 15 1  800  000 12 73  000 12 0.1

Portable DVD Players 30 34 4  080  000 31 188  000 2 2
Personal computers 55 50 6  000  000 50 304  000 2 1
Typewriters 3 1 120  000 7 43  000 –5 30
Total 100 100 12  000  000 100 608  000

Maria concluded that MOS should stop selling typewriters, as they are at the end of their product  
life cycle.  Reducing the stock of these items would release funds to help with the liquidity problem.  
The gross profit margin for the company on all products is 50 %, whereas for typewriters it is 60 %.

Maria wants to modernize the image of MOS.  She would like to change the name of the company 
to Electrónica Moderna de Santiago, Ltda. (Modern Electronics of Santiago Ltd.).  Her father,  
a major shareholder in the company, dislikes the idea.  He argues that too many loyal customers still 
use typewriters and that the company’s name is well-known in the Santiago business community.  
The legal and other costs of changing the name would use up all the funds released by the reduction 
in typewriter stock.

(This question continues on the following page)
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(Question 4 continued)

 (a) Define the term product life cycle. [2 marks]

 (b) Calculate (show all your working):

  (i) the 2011 stock turnover in days at MOS. [2 marks]

  (ii) the 2011 stock turnover in days for typewriters. [2 marks]

 (c) Analyse MOS’ product portfolio by applying the Boston Consulting Group
  (BCG) matrix.  [4 marks]

 (d) Discuss Maria’s plans to stop selling typewriters and to change the name  
of MOS. [10 marks]

49



SPEC/3/BUSMT/HP2/ENG/TZ0/XX– 7 –

Turn over 

5.  Changing employment patterns and practices 

Following concerns about the falling level of motivation at work, the government has commissioned 
a report.  The main conclusions are:
 employees are experiencing more stress at work and spend more time travelling to and from work 

than in previous years
 a majority of employees feel that job satisfaction is an important part of their life
 women see the number and pattern of hours of work as more important than the level of pay
 employees who are on long-term contracts are more committed to their work
 employees are more likely to leave their jobs if their employers have taken measures that create a 

fear of redundancy
 many office employees would like to make use of recent technological advances in order to work 

from home and to achieve a balance between their work and home life
 some employees, especially those in low paid jobs, seem to resist flexible work practices.

Some employers have responded positively by introducing flexible work patterns and practices.  
After overcoming some resistance to change and enduring extra costs of implementing the new 
practices, some employers reported more organizational flexibility, an increase in employees 
commitment and, for some organizations, a higher level of profit. 

Some employers, however, do not like the idea of flexible work patterns and practices. 

 (a) Define the term redundancy. [2 marks]

 (b) Explain two financial rewards that an organization can use to motivate employees. [4 marks]

 (c) Suggest two reasons why some employers do not like the idea of flexible work 
patterns and practices.  [4 marks]

 (d) With reference to two motivation theories, discuss the effects of the trend towards 
offering flexible work patterns and practices on employee motivation. [10 marks]
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SECTION C

Answer one question from this section.  The organizations featured in Sections A and B and in the Paper 1  
case study may not be used as a basis to your answer.

6. With reference to one or two organization(s) that you have studied, discuss how 
marketing strategies may differ in two cultures that you are familiar with. [20 marks]

7. With reference to one organization that you have studied, examine what changes 
globalization brings about in the management of human resources. [20 marks]

8. With reference to one organization that you have studied, compare and contrast the 
importance of innovation and of ethics in product development.  [20 marks]
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Executive Summary 

 

XXXXXX is a well-established jewellery retailer in the city of Pune but as the market seems 

saturated they are trying to find ways to expand their business throughout the country and they 

believed that there was no other way than expanding into the online segment. 

The jewellery which constitutes most of XXXXXX’s sales volume has been used to conduct a 

break-even analysis to predict the viability of this option from a financial point-of-view. 

Interview was conducted of the owner of the business to understand his intentions and the 

business’s targets. The head of website developing company was also interviewed to understand 

the costs and implications involved in setting up an online website. 

This report consists of the advantages and disadvantages for XXXXXX in expanding online, 

financial as well as non-financial factors are also considered. Two options of expanding online 

are considered and I have given my suggestion based on quantitative and qualitative factors at 

the end of the report. 

Word count: 161 
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Research Proposal 

1.1 Research Question: 

Should XXXXXX enter the online space as a channel for distribution to increase its revenue? 

1.2 Proposed methodology 

This report will be discussing about the advantages, disadvantages, costs of setting up a new 

online website focusing on the sale of jewellery. Both financial as well as non-financial factors 

would be discussed. The costs and benefits of e-commerce to firms and consumers would be 

discussed. 

Primary Research 

• Interview the head of the business. 

• To find out if there are any other alternatives other expanding online? 

• Distribute questionnaires to customers. 

• This would give an insight into the strengths and the weakness of the firm.
 

Secondary Research 

• To get information on the current demand in jewellery in the online market  

• Check competitor’s websites. 

 



2 
 

 
 

1.2.1 Rationale for study: 

XXXXXX operates a total of 9 branches. With the growing demand for jewellery in India, they 

need to think of ways to expand in areas other than ‘brick and mortar’ stores. The opportunity 

exists for XXXXXX to enter the online market as there is comparatively less competition in that 

business segment and also due to the high profit margin in this category due to reduced 

overheads costs 

1.2.2 Areas of syllabus to be covered: 

        1.7- Organizational planning tools 

        3.3- Break-even analysis 

        4.8- E-commerce 

1.2.3 Possible sources of information: 

• The accounts department of XXXXXX. 

• The Internet and magazines for information on the online jewellery market. 

• The website developing company. 

1.2.4 Organizations and individuals to be approached: 

• The accountant of the firm 

• The website developing company 

• The owner of XXXXXX 
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1.2.5 Methods to be used to collect and analyses data and the reasons for choosing them: 

Jewellery items- 5 bestselling jewellery pieces would be selected from 18ct and 22ct to find the 

contribution per gram. 

Cost-benefit analysis: To estimate the equivalent money value of the costs and benefits of this 

venture and to establish whether entering the online space is financially worthwhile 

• The data would be gathered from the website developing company and from the forecasted 

sales of XXXXXX.
 

Questionnaires: To understand why they like to shop at XXXXXX as the feedback would help in 

implementing their strengths online as well. 

Interview:  

• Owner of the business to understand his reasons for expanding into the online market.             
 

• Head of the website developing company to understand the procedures and the cost involved 

in setting up an online website.
 

1.2.6 The order of activities and timescale of the project: 

1) Conduct interviews  

2)  Analyze data 

3) Write report 

The entire project is expected to take 6 months. 
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1.2.7 Anticipated difficulties 

• As XXXXXX is a partnership the owners might have different opinions. 

• Approximates would be used for expected expenditure, the results may be different from 

the reality. 

• Limited knowledge about online competitors 

• The constantly changing gold rates could affect the estimates. 

• The questionnaires might be too specific in nature, limiting the depth of the information 

collected.  
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1.2.8 Action Plan 

 

 

  

22/Apr 2/May 12/May 22/May 1/Jun 11/Jun 21/Jun

Selection of firm and issue

Draft of Research Proposal

Researc Proposal and Action plan

Collect data

Interviews with heads

Analysis of findings

Conclusion and Recommendations

Bibliography and Appendix

Submit First draft

Teacher marks first draft

Refining Final Draft

Final Submission

Action Plan
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2.0 Written Report 

2.1 Introduction 

XXXXXX, a private limited company, established in 1886, is a very renowned jewellery retailer 

in Pune. It is known for its unparalleled customer service as well as its customer friendly 

atmosphere. 

It is also known as the city’s family jewellery and its stores are also called as the jewellery mall 

of Pune as all the precious metals (Gold, Silver, and Platinum) as well precious and semi-

precious gemstones are available under one roof unlike its competitors. It currently operates 9 

stores all offering a wide range of ornaments. 

However with the change in consumer tastes and seeing the growth in online markets, XXXXXX 

sees an opportunity for business expansion other than brick-mortar showrooms. This would 

enable XXXXXX to expand in other cities without having to bear the additional costs of setting 

up new showrooms in other cities. 

Therefore this report will be focussing on whether XXXXXX should think about expanding into 

the online market as channel of distribution. In this report I will be discussing the advantages and 

the disadvantages of the outcomes of expanding into the online segment and give a suggestion 

based on statistical evidence. 
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2.2 Procedure or Method 

The owner of XXXXXX was interviewed to gain knowledge about what he thought about the 

current online jewellery and what according to him were the obstructions hindering the growth of 

the online jewellery market. 

The owner of the website developing company was interviewed to understand the procedure and 

get the details about the costs involving to set up a new website, another option was discussed 

about entering the online market that being tying up with online market places and selling 

XXXXXX’s Jewellery on their website. A comparison will be done to analyze the pros and cons 

of setting up a new website and to tie up with already existent online portals. 

Questionnaires were distributed to understand the type of customers XXXXXX deals with. 

Secondary research was conducted on the internet to get information about the current scenario 

of the online jewellery market and to understand the future growth predictions. Competitor’s 

websites were reviewed to understand what were their shortfalls.  
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2.3 Main Results and Findings 

After conducting the interview with the website developing firm it was found that XXXXXX 

would have to make significant investments if they need to make a website capable to cope up 

with the competition. The option of tying up with online market place was also discussed in great 

detail. XXXXXX would have to a lot a specific amount of money from their total advertising 

budget to online advertisement which is vital for online websites and for XXXXXX to compete 

with already established online websites.  

    The total cost of setting up the website, getting certifications, server space, photo shoots would 

go up to Rs25, 00,000. After interviewing the owner it was found that the main aim to start this 

venture was to increase the company’s valuation. XXXXXX would also have to give an annual 

maintenance contract to run and maintain the website which is pegged at Rs.2, 00,000 per month. 

While initially XXXXXX would have to recruit 6 new employees which would handle the 

website and their salaries could account Rs 2, 00,000 per month. (Singh 2015) 

    After distributing the questionnaires it was found that 78% of customers at XXXXXX were 

repeat customers. .The average bill amount of the sample questioned was Rs37, 601 as found out 

from the questionnaire. The average was found by dividing the total sales value by the number of 

sales. While 43% made card payments. It was also found that 57% of the people bought the new 

piece jewellery after exchanging their old item. 
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2.4 Analysis and discussion 

It was found during the interview that the aim of XXXXXX starting an online website to sell 

jewellery was to increase the company’s valuation and aimed to transfer about 5% of their 

current sales volume to online purchases. This could be achieved if XXXXXX gives incentives 

such as discounts on purchase of jewellery if bought via an application or a website. XXXXXX 

in all its 9 stores sells on average 7kg of 22ct jewellery and 600grams of 18ct jewellery in a day 

(Ranka 2015). XXXXXX predict that they will be able to sell at least 4% of the current sales 

volume online in the first year itself. To achieve this target they would have to sell 102 kg of 

22ct jewellery and 8.7 kg of 18ct jewellery in the first year. 

Achieving this goal may turn out to be difficult due to the slow growth in the online jewellery 

industry and people usually buy jewellery especially high value items from stores patronized by 

generations. However XXXXXX could use this as an advantage as 78% of the customers at 

XXXXXX are repeat buyers; this could serve as their USP. 

Unlike other segments in the commerce industry, consumers have taken their time to get used to 

buying jewellery online. According to already established websites online jewellery caters not to 

the conventional high value purchases but rather the working class population who prefer to 

make low value purchases. The online jewellery market in India is pegged to no more than $200 

million (Sachitanand 2015). 

 A problem what XXXXXX could be facing is purchasing the old jewellery, as inferred from the 

survey 58% of the customers sell their old piece of jewellery to buy a new one. However if 

XXXXXX could perhaps develop a way to purchase the customer’s old jewellery it could prove 
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to be another USP as none of the competitors websites currently offers this option. Factors such 

as security, trust hinder the development of this opportunity to a USP.  

XXXXXX increase their presence by using existing 9 stores as guide stores. This would combine 

the absolute ease of online shopping and also secure home delivery to give way to a one-of-a-

kind jewellery shopping experience. This method would allow the customer to receive styling 

advice and product information before placing the order. Its online competitor BlueStone 

currently operates just 1 guide store in Delhi while XXXXXX could use all its 9 stores as guide 

stores.  

XXXXXX could develop the option of try-it at home option, although companies such 

BlueStone and Caratlane offer this service, they face higher costs mainly of security and 

insurance as jewellery pieces are high valued items. They could perhaps improve the try-it out 

option by sending the dummy models of the actual jewellery pieces. Not only will this reduce the 

risk factor but enable XXXXXX to provide more number of pieces for customers to try at home, 

this could also reduce employee’s stress which would be associated while carrying high value 

items. Although this method could reduce the costs involved in security and insurance it would 

increase storage costs and management costs. 

XXXXXX could also consider the option of affiliating itself with an already established market 

place in India such as Flipkart, Amazon. This would guarantee XXXXXX a large number of 

visitors due to the traffic they already handle. Although affiliating to an online market place 

could guarantee visitors this method would still keep XXXXXX from having intellectual 

property as they would be one of the many sellers on the website and would have no form of 

individuality. Having their own website would help give the owners a feel good factor as they 
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could then harness their possible unique selling points and help XXXXXX achieve  much more 

than they would if they were associated to an online marketplace. Having an own website helps 

increase the company’s valuation which is a very important factor as it could help XXXXXX 

procure investments in the future if this idea were to be successful. 

 The retail pricing of jewellery is a complex process and not necessarily profitable as we might 

expect. Jewellers operate in a competitive niche market with high set-up costs and lower profit 

margins. According to the Retail Owner's Institute, jewellery stores saw only 5.3 percent profit 

before taxes in 2014 (Johnston n.d.). Jewellery stores have high over-head costs, in addition to 

the rents and salaries, Jewellers pay more for insurance and security.  
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BREAK EVEN ANALYSIS for 1st Year 

Costs Figures in Rupees 

Setup the website 25,00,000 

Salaries of 6 employees 2,00,000*12 

Monthly updating the website 2,00,000*12 

Miscellaneous costs (equipment, staff training, 

handling charges, rents, bills, online 

advertisement) 

25,00,000 

Total fixed costs 98,00,000 

 

XXXXXX specializes in selling 18ct and 22ct jewellery pieces and wish to continue to do so in 

their online venture. To find the breakeven quantity I would be finding the average contribution 

per piece of 18ct and 22ct jewellery and would then be dividing it from the fixed costs based on 

their overall sales volume. 
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Contribution for 18ct jewellery pieces 

18ct jewellery pieces contribute to 30% of the sales volume 

 Variable cost     

Weight/gram Making 

charges/gram 

Gold 

cost/gram 

Cost 

price1 

Selling 

price 

Contribution Contribution/

gram 

11.27 900 1905 31643 34490 3025 268 

11.62 900 1905 33189 36150 2960 255 

11.74 900 1905 32916 35878 2962 252 

14.63 500 1905 35215 38384 3170 216 

12.71 500 1905 30712 33450 2740 215 

Average contribution/gram 242 

 

 

 

 

                                                           
1 𝐶𝑜𝑠𝑡 𝑃𝑟𝑖𝑐𝑒 = (𝑤𝑒𝑖𝑔ℎ𝑡 × 𝑡𝑜𝑡𝑎𝑙 𝑚𝑎𝑘𝑖𝑛𝑔 𝑐ℎ𝑎𝑟𝑔𝑒𝑠) + (𝑊𝑒𝑖𝑔ℎ𝑡 × 𝑡𝑜𝑡𝑎𝑙 𝑔𝑜𝑙𝑑𝑐𝑜𝑠𝑡) 
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Contribution for 22ct jewellery pieces 

On average 22ct jewellery constitutes to 60% of their sales volume. 

 Variable cost     

Weight Making 

charges/gram 

Gold 

cost/gram 

Cost 

price2 

Selling 

price 

Contribution Contribution/

gram 

11.05 250 2328 28487 30000 1513 136 

9.78 250 2328 25212 26470 1258 128 

9.55 250 2328 25100 26350 1250 130 

10.48 300 2328 27544 28920 1376 132 

12.05 300 2328 31665 33248 1583 132 

Average contribution/gram 132 

 

 

 

. 

                                                           
2 𝐶𝑜𝑠𝑡 𝑃𝑟𝑖𝑐𝑒 = (𝑤𝑒𝑖𝑔ℎ𝑡 × 𝑡𝑜𝑡𝑎𝑙 𝑚𝑎𝑘𝑖𝑛𝑔 𝑐ℎ𝑎𝑟𝑔𝑒𝑠) + (𝑊𝑒𝑖𝑔ℎ𝑡 × 𝑡𝑜𝑡𝑎𝑙 𝑔𝑜𝑙𝑑𝑐𝑜𝑠𝑡) 
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As XXXXXX aims continue the same trend of sales in the online venture as well.  

The break-even quantity in grams would be as follows. 

• For 18ct- 98,00,000*30% 

                  =29, 40,000/242 

                  =12148 grams of 18ct jewellery in one year 

• For 22ct- 98,00,000*60% 

                  =58, 80,000/132 

                  =44545 grams of 22ct jewellery 

According to the break-even analysis XXXXXX would have to sell about 44.5kg of 22ct 

jewellery and 12.15kg of 18ct jewellery, when these quantities are compared to the initial targets 

set by XXXXXX they seem rather achievable however currently online jewellery sales account 

to only 0.2% of the current sales volume. The shortfall in predicted sales of 18ct jewellery could 

be compensated by the sales of 22ct jewellery and diamond jewellery. 
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2.5 Conclusion and Recommendations 

Although the targets set by XXXXXX are tough to achieve yet to achieve the breakeven quantity 

they would just have to transfer about 2% of the physical sales to online sales. The break-even 

quantity seems highly achievable given XXXXXX targets. The sales values taken above are all 

approximates, given the dynamic nature of the online business, this venture could be affected by 

the external environment such as changing gold rates and constantly changing customer taste, the 

sales targets may not be achievable thus affecting the profitability of this venture. The profit 

margin of 9% for 18ct jewellery and 5% for 22ct jewelry taken for the break-even analysis are 

approximates the difference would in-turn affect the break-even quantity. The other 10% of the 

sales volume consists of diamond and silver jewellery .Although transferring 4% of the current 

sales to online sales may seem like an achievable target, it could prove to be difficult due to the 

lack of trust to buy jewelry online. 

I have also considered the other option of expanding in the online segment by tying-up with an 

already existing online market place, however after weighing the pros and cons of this option; I 

believe that XXXXXX would benefit more if they launched their own website. 

After analyzing and weighing the advantages, disadvantages, predicted income of starting a 

website as a channel of distribution for XXXXXX, I believe that XXXXXX should consider this 

option and go ahead by launching an online website. 
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Appendix 

Questionaries’ were distributed at all 9 stores to get accurate results. 

QUESTTIONARRIE  

1. Is it your first time shopping at XXXXXX? 

• Yes or No 

2.   Did you pay by cash or card? 

•    Cash or Card 

3.  Did you sell your old gold to buy the new piece of jewellery?   

• Yes or No 

4.  Could you write down your bill amount?   
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Abstract 

This topic intrigued me mainly because, given the condition and history of the Indian aviation 

industry, Ajay Singh still invested in the loss ridden company. I decided to analyze the possible 

reasons for this decision. The aim of this research is to possibly detect and analyse the factors 

which made Ajay Singh invest in SpiceJet again and to assess whether it was a good decision. 

This led me to my research question, “To what extent is Ajay Singh’s decision to takeover 

SpiceJet justified?” 

I used secondary research from a range of sources such as online newspapers, corporate 

presentations and annual reports. I also conducted an interview with an employee to better 

understand the changes made by Ajay Singh and what was the effect of the changes at 

operational level. I have approached this question by conducting a PESTLE analysis with 

Lewin’s force-field analysis. I have also considered the limitations for both the tools. I have 

considered the restraining as well as the driving forces.  

After considering the various external factors which complemented and inhibited his decision, 

this essay concludes that Ajay Singh made the right decision by investing in SpiceJet1. This is 

done by providing sustained arguments ‘to’ and ‘for’ his decision. Although the decision may 

have seemed to be a bad idea at a time when the aviation industry was showing slow growth, 

however the future prospects of the Indian aviation seems to be bright which encouraged Ajay 

Singh to invest in SpiceJet. Finally the external factors worked in Ajay Singh’s favour making 

the third airline in the industry to make profit. 

Word Count: 269 

                                                           
1 Under Ajay Singh’s guidance SpiceJet was soon revived to operate in profits by the end of the 3rd Quarter of 2015. 
The increase in profits supports my conclusion that Ajay Singh made the right decision. 
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Introduction 

The Indian aviation industry is a graveyard of unsuccessful airlines such as Air Deccan, 

Kingfisher airlines. As a business student, the fact that Ajay Singh invested in an airline with 

huge losses really intrigued me and thus decided my research question, “To what extent is Ajay 

Singh’s decision to take-over SpiceJet justified?”  

In its 21 years of existence, SpiceJet has had four sets of promoters who have bought in fresh 

capital and new ideas to make the airline successful. Using his extensive network in the financial 

world Ajay Singh was able to bring successive rounds of funding between 2002 and 2010, 

among them was Wilbur Ross who bought Ajay’s stake out and he exited with a profit in 2010. 

Ajay Singh bought ModiLuft (then known as Royal Airways) in 2005 and renamed it SpiceJet. 

He sold it to Kalanithi Maran in 2010. He made swift changes, ordered new airplanes2; he 

ensured they were delivered within one year and soon SpiceJet’s fleet increased from 22 aircraft 

to 51. The number of flights grew by 111% and the market share reached 18.5%. He also brought 

new CEO Neil Mills to run the airline in the classic LCC3 model. (Paul 2015) 

In the years prior to Maran taking over, SpiceJet did not make a profit it. He bucked the trend 

and in 2010-2011 the airline made a profit of Rs.101 crores and had cash reserves of more than 

₹450 crores (Kaushik, Business Today 2015). However soon after, SpiceJet’s revenue started 

increasing while its net profit started decreasing resulting in losses of more than Rs. 1500 crores. 

In December 2014 SpiceJet faced bankruptcy. It cancelled 1800 flights, the DGCA had put 

                                                           
2  SpiceJet placed an order for 12 small, Bombardier aircrafts (Q400’s), worth $450 million. 
3 Low-Cost Carrier. 
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SpiceJet on cash-and-carry4 mode, the MoCA asked SpiceJet to refund the customers at a time 

when SpiceJet almost no working capital.  

.The Indian Aviation market is botched by unsuccessful airlines like Kingfisher, Air Deccan and 

others because of unfavourable government policies, high oil prices, and slow growth in the 

Indian aviation market, intense competition and the global slowdown. What made Ajay Singh 

invest in an airline suffering from losses of over ₹1500 crores at a time when the Indian aviation 

market was suffering? This question was widely debated in January 2015 when he finally 

submitted a revival plan to the DGCA and took control over SpiceJet.   

This investigation is significant because although SpiceJet’s story is still being scripted, these 

chapters are no less than business fiction. The purpose of this investigation is to investigate the 

reasons behind Ajay Singh’s decision and whether it was justified.  

. 

 

        

       

 

  

 

                                                           
4 It means the airline can use the facilities of an airport only upon immediate payment. 
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Body 

Brief history of SpiceJet 

The airline’s beginnings can be traced back to 1993 when it was called ModiLuft. Ajay Singh 

raised funds and restarted defunct ModiLuft as SpiceJet. It started operations in May 2005 with 3 

leased Boeing aircrafts and by 2008 it had already become India’s second largest airline in terms 

of market share. However it was yet to make profits. 

Brief timeline of SpiceJet’s History 

 

(Source: http://forbesindia.com/printcontent/39401) 

In August 2008 ace investor Wilbur Ross invested ₹345 crores in SpiceJet. (Today, Wilbur 

L.Ross Jr 2008) In July 2010, Indian businessman Kalanithi Maran, chairman and managing 

director of Sun group, paid ₹750 crore to buy a 38% stake. (Today, Timeline 2015). In December 

2010 SpiceJet entered a $446 million dollar deal with Bombardier for 15 turboprop5 aircrafts. 

(Today, Business Today 2010).  Over the next 3 years he invested another ₹800 crore, increasing 

his share in the company to 53%. (C. Paul, Forbes 2015)  

                                                           
5 Turboprop aircrafts are small aircrafts compared to jet engine aircrafts and are often used for short-haul regional 
routes. 
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By May 2012, SpiceJet reported a Q4 net loss of ₹249 crore, for the full year the company’s net 

loss stood at ₹605 crore against a net profit of ₹101 crore in financial year 2011. However the 

income rose from ₹2,938 crore in FY11 to ₹3,998 crore in FY12. (Today, Business Today 2012) 

In 2012 SpiceJet suffered from a loss of over Rs.604 crores owing to increase on global crude oil 

prices (Sahu 2012)  

   

(Source: http://forbesindia.com/printcontent/39401) 

Despite achieving a growth of 10-11% on unit revenue, legacy liabilities and extensive delays in 

funding created immense pressure on the cash flow of the airline and it suffered huge losses. 

(SpiceJet, Annual Reports 2015). Along with this, dues and non-payment of salaries almost led 

to the closure of the airline. The operating cash flow was further damaged as the lessors had 

taken their aircrafts due to non-payment. This reduced its ability to generate more cash.  
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This led the company to return many of its aircraft reducing the total number of daily flights 

from 340 in July 2014 to 230 in December 2014 (SpiceJet, Annual Reports 2015). In the same 

month owing to non-payment of salaries and debts, the DGCA6 put SpiceJet on cash-and-carry 

mode.  On 5th December DGCA cancelled 186 of its slots and within 4 days SpiceJet cancelled 

1,800 domestic flights and were told to refund the customers (PTI 2014).  

On December 17th Kalanithi Maran said he did not have funds to infuse in the budget carrier. 

(Business Today 2014) and began looking out for buyers for his airline. 

Ajay Singh 

 Ajay Singh turned around the loss making Delhi Transport Corporation into a profit making 

unit. He was first made officer on special duty, as an advisor for Telecom Ministry and he was 

also considered the mastermind behind BJP’s victory of the 2014 parliamentary elections. His 

closeness to the government in power is factor that needs to be kept in mind while analysing the 

reasons for his takeover of SpiceJet, which he acquired in January 2015. 

Brief history of the Indian Aviation sector  

The Aviation sector was opened to the private sector in 1991. Since then 26 airlines have become 

defunct while many were taken over or merged. Well established airlines like Kingfisher Airlines 

have failed in the recent past and thus we can call the Indian Aviation sector a graveyard of 

airlines.  

 

                                                           
6 Directorate General of Civil Aviation, the Indian government’sl regulatory body for civilian aviation. 
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Current Aviation Policies 

 The 5/20 rule, this rule states that an airline must be 5 years old and have 20 aircraft to 

enable them to fly to international destinations. 

 The policy allows foreign investment up to 49% in the aviation sector. 

 Reduced service tax on MRO7 services in India. 

 Enhanced Regional Disbursal Guide8, appealing to growth in tier 2 and tier 3 cities. 

 Reduced VAT9 on ATF to less than 1% at certain regional airports. 

 

 

 

 

 

 

 

 

 

 

                                                           
7 Maintenance, Repair and Overhaul. 
8 RDG provides more credit to airlines which operate in the Tier 2 and Tier 3 cities. 
9 Value added tax. 
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Analysis and discussion 

PESTL analysis  

Political 

1. The Government of India has proposed to implement a new aviation policy and revised 

international flying norms for domestic carriers. The government also plans to remove the 

5/20 rule10 for domestic airlines which restrains domestic airlines to fly international.  

2. The new policy would also aim to have an enhanced RDG (Regional Disbursal Guide) this 

policy would allow airlines to be waived of parking fees at 52 identified tier 211 and tier 3 

cities. Flying on these designated routes would give airlines extra credit which would enable 

them to fly to more international routes. 

(+2)12 The new policy could prove to be a disadvantage for SpiceJet as it would be easier for 

airlines such Air Vistara13 and Air Asia14 to enter the international routes on which SpiceJet 

already operates, thus increasing competition. As at January 2016, the 5/20 rule has not been 

revoked. May be by using his connections, Ajay Singh is trying to delay the removal of the 5/20 

rule. Therefore, till today, the policy is still in SpiceJet’s favour. 

SpiceJet may have to reduce the ticket prices to keep up with the competition thus affecting the 

profit margin on those routes. However it would be beneficial as the policy would reduce the 

                                                           
10 Under the 5/20 rule Indian airlines have to wait for 5 years and have to fleet of 20 aircraft before they can fly 
abroad. 
11  Cities smaller than a metropolis and are often regional hubs 
12 The weight given to each point of the PESTL analysis. The weightage of each point would be considered in the 
Lewin’s force field analysis. 
13 Full service Indian airline which is a joint venture between Tata sons and Singapore Airlines. 
14 Low-cost airline, which is also a JV between Tata Sons and Air Asia. 



8 
 

 
 

VAT15 on ATF to less than 1% in tier 2 and tier 3 cities, expanding into these  cities has always 

been a part of SpiceJet’s expansion plans and would help them gain more credits, thus SpiceJet 

would be able to fly to more international routes. 

3. Through regional connectivity scheme16 an extra 2% tax will be levied on tickets other than 

the ones included in the regional connectivity scheme. The central government will provide 

viability gap funding17 on air tickets from 80% of the regional routes. (DGCA 2015) 

(-3) This policy could work against the aviation industry as the Government would be acting like 

the middleman in this transaction. This raises the point that the government could directly allow 

the airlines to increase the cost of the ticket by 2% but rather chose to levy a tax of 2%. Given 

the unpredictability of the Indian government perhaps the government may not transfer all the 

benefits to the airlines. 

Economic 

1. India, Asia’s third largest economy grew 4.7% in FY 2013-2014 and aims to be the third 

largest aviation market by 2020. India is the ninth largest civil aviation market in the 

world. Over the next 5 years, domestic and international passenger is expected to increase 

at a rate of 12%. The World Bank has projected an economic growth rate of 5.7% (Singh 

n.d.) 

(+2) India’s economic growth paves a way for SpiceJet’s revival. A healthy economy acts as a 

catalyst for any industrial growth it suggests a higher spending power due to higher disposable 

                                                           
15 Value added tax 
16 A regional connectivity scheme, which will come into effect from 1st April 2016, wherein the ticket prices for 
routes lasting less than one hour will be capped at ₹ 2500 (Bureau 2015). 
17 Viability Gap Funding (VGF) Means a grant one-time or deferred, provided to support infrastructure projects that 
are economically justified but fall short of financial viability (Arthapedia n.d.) 
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incomes, influencing consumer spending on goods and services. As India becomes the fastest 

growing large economy, its own citizens are already becoming international tourists of the 

future. Growth in the economy has created a demand for tickets this can be seen in the passenger 

load factor of SpiceJet which is the highest in the industry. This has led to increase in foreign 

investment in the aviation sector this is also complemented by the slow growth of the Chinese 

economy.  

Social 

1. India’s aviation industry is largely untapped with huge growth opportunities; air transport 

is still expensive for the majority of the population thus showing a growing opportunity 

for LCC. India’s middle income population is expected to rise from 160 million in 2011 

to 267 million in 2016; this could be a very probable reason as LCC caters to this class of 

the population. India has a penetration ratio of 0.04 trips per capita p.a (Srivastav 2015). 

Analysts suggest that if one in two Indians took one flight per annum, it would result in a 

sale of 150 million tickets, a big jump from the 70 million domestic tickets sold in 2014-

15. (M. I. India n.d.) 

(+4) As the middle income population is rising rapidly with increasing spending power it would 

mean that more people are ready to travel abroad. International travel could be SpiceJet’s big 

advantage as it already has the license to fly abroad. UAE and Singapore are largest tourism 

markets for Indians; fortunately SpiceJet already flies to these 2 countries from than 12 Indian 

cities. As SpiceJet caters to the largest segment of the Indian population, the expected growth of 

the fliers could help boost SpiceJet’s occupancy rate hence help increase its revenue. 
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International travel could be a major advantage for SpiceJet as the 5/2018 aviation policy still has 

not been revoked; this policy hinders new airlines such as Vistara, Air Asia to grow 

internationally. 

Technological 

1. SpiceJet currently uses the single aisle airplanes from the Boeing 737 series. Using the 

same series of airplanes allows for greater efficiency in maintenance and helps support 

the low cost structure. In 2010 Neil Mills ordered 15 Bombardier aircrafts to help expand 

SpiceJet’s foot-print. The cost of maintenance witnessed a jump after the Bombardiers 

were added to the fleet, the cost of maintenance jumped 125% to ₹673 crores in FY13 

from ₹298 crores in FY11 (Mishra 2014). Before Ajay Singh took over SpiceJet’s 

Bombardier aircrafts were sent to The Netherlands for major checks, thus escalating 

costs. 

(-2) Although the government policy encouraged induction of smaller aircrafts, it was a diversion 

from the LCC model. The management soon realised that they required two sets of pilots, 

engineers and cabin crews. SpiceJet also incurred additional costs to convert the passenger 

aircrafts to cargo aircrafts19. It also meant different contracts and additional cost of maintenance, 

repair and overhaul (MRO). After Ajay Singh took-over the contracts were renegotiated and the 

MRO of Bombardier was transferred to India. 

                                                           
18 The 5/20 rule states that an airline must be 5 years old and must have 20 aircrafts in its fleet to make it eligible to 
fly abroad. 
19 After Ajay Singh took-over SpiceJet he converted 3 Bombardier aircraft to cargo planes to kick-start SpiceJet’s 
cargo services. 
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2. The MRO business in India is already worth ₹ 5000 crore and more than 90% of it is spent 

abroad (MRO n.d.). The Government of India is keep to develop India as an MRO hub in 

Asia. To achieve this, DGCA has proposed to reduce service tax on output services it also 

plans to exempt customs duty on aircraft maintenance tool kits. MoCA20 will persuade state 

governments to make VAT zero-rated on MRO services.  

(+2) SpiceJet along with Jet Airways and Indigo used to sub-contract their MRO abroad but soon 

after the new ruling of the reduction in taxes all companies have renegotiated their contracts and 

have shifted a major part of their MRO in India. SpiceJet were in talks with Hyderabad based 

MGAE for the MRO of their aircrafts, this move would be beneficial as it would be complying 

with the Make in India initiative and also help reducing the costs. As Indian aviation industry 

plans to add 450 aircrafts by 2020 (MRO n.d.), this would encourage the development of MRO 

facilities all over the country thus benefitting all the airlines. 

Legal 

1. Low ATF prices should keep operational costs low. The new government are developing a 

consensus on reducing VAT on jet fuel across all the states to 4%, from 28% subject to rates 

in different states. Sales tax rationalization is expected at key airports in the next 6-12 months 

will further reduce costs. (DGCA 2015) 

(+1) Although fuel prices have gone down by over 45%, airlines still face the burden of high 

state taxes which in some metropolitan cities is as high as 25%. Due to these state taxes airlines 

still pay a higher cost per litre of ATF when compared to what other countries airlines pay. 

                                                           
20 Ministry of Civil aviation 
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2. Following its crisis in December, SpiceJet’s 3 lessors dragged the company to various 

courts seeking to deregister their leased aircrafts due to payment defaults. 

(-1) Although out-of-court settlements have been reached the various cases registered against 

SpiceJet may affect the airline’s brand image. In the future the lessors would perhaps not 

negotiate any contracts due to repeated defaulting of payments. 

 

Lewin’s force-field analysis  

 

 

 

Should Ajay 
Singh have 
taken over 
SpiceJet? 
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Factors which have affected SpiceJet 

Dip in oil prices 

 Since Ajay Singh took over SpiceJet the crude oil prices have entered downward spiral, spelling 

good news not only for the airline but for the entire industry as well. ATF accounts for 27% or 

airlines expenses; ATF is produced after refining crude oil, (Blokhin n.d.). By December 18th 

2015 the price oil had decreased to $34.80 a barrel; theoretically this should decrease the 

airline’s expenses and increase its profitability. However due to the way ATF is priced21 in India, 

not all the benefits have been transferred to the airline.  

 

 

 

 

 

 

 

 

Figure 1- ATF prices 2014-2015 

 

The oil prices reached a new low of $28 a barrel and are expected to decrease as the Iran 

sanctions have been lifted thus increasing oil supply in the already over-supplied market. 

Although this isn’t directly related to SpiceJet, it would be very beneficial for SpiceJet as well as 

                                                           
21 ATF was priced according to average international price of the fuel, due to these expenses such as freight, 
customs duty and insurance was added making it more expensive. 
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the entire industry. Reduced oil prices have helped SpiceJet reduce its operational expenses and 

increase its profit margin.  

Renewed optimism in the AAI (Airports Authority of India) 

         The Airports Authority of India plans to spend $1.3billion on non-metro airports between 

2013-2017 focusing on modernization and up-gradation of airports (M. i. India n.d.). The 

government plans on identification of 50 locations for developing new airports in smaller cities 

across the country especially in the North-Eastern region. Fortunately Kolkata is a secondary hub 

for SpiceJet; this would help give SpiceJet a first mover advantage in the untapped North-Eastern 

aviation sector. Newly acquired Q-400 would help SpiceJet cater to the North-Eastern regional 

sector. According to the new draft of Aviation policy flying to these areas gives airlines 

additional credits, which would enable them to fly to more international destinations.  

Cargo Business 

As the online market place in India has seen incredible growth with many websites offering 

same-day delivery, SpiceJet could have anticipated this changing trend in the online industry, as 

said by their spokesperson that SpiceJet would be starting cargo facilities by the 4th quarter of 

2015. This could give SpiceJet a first mover advantage in the same-day delivery segment; this 

move could make many online businesses approach SpiceJet. The cargo services would use the 

newly acquired Q-400 aircraft and would deploy at night when they are considered ‘dead’. The 

airline also plans to use un-utilized aircraft during the night to fly cargo from Bangalore to Delhi. 

During August 2015 cargo segment accounted for 7-8 crores of SpiceJet’s earning, deploying 

only 2 Q-400’s in the cargo segment could help increase the revenue generated by the cargo 

segment to 30 crore a month (Kundu 2015). This is a very bold and risky move by SpiceJet as 

SpiceJet would be competing with industry leaders such as BlueDart, Air India cargo. SpiceJet 
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could face problems of inadequate infrastructure. The main problems the cargo segment of 

SpiceJet could face are inadequate infrastructure at many airports in India.  The aviation cargo 

segment in India has seen its share of failures as Air Deccan and Air India did not succeed in the 

cargo segment.  

            On the other hand there have been initiatives taken by the government to boost the cargo 

segment such as a cargo promotion board has been set up. It will help frame policies to improve 

cargo. The demand for air cargo transportation has increased significantly over the last few years 

because product life cycles have shortened and demand for rapid delivery increased owing to 

increase in Just-in-time manufacturing and global outsourcing.  

          The airline was not focused on building a networked for instance, in November 2013 

SpiceJet operated to 56 stations out of which 10 were international. In a typical LCC a 

destination should have reasonable flights so that the fixed costs are amortized. However, 

SpiceJet started opening many stations with only one flight per day. Although the number of 

destinations may have increased, this move also substantially increased the fixed costs for each 

station. In December 2014 SpiceJet reduced the number of destinations to 46, these also included 

3 international routes (Kaushik, Business today 2015). SpiceJet under Ajay Singh’s supervision 

now operates to 41 destinations. It dropped one-flight-day-stations and the loss making routes. 

This helped SpiceJet increase frequency in the more profitable routes and reduced its fixed costs 

by operating to fewer destinations. 

         Although the future of oil prices seems to be bright, SpiceJet is facing stiff competition by 

from 2 new airlines Air Asia and Air Vistara, although Air Vistara is a full service airline it still 

is a major competitor. Air Asia is a major direct competitor mainly due to the fact of the airlines 

success in south-east Asia. If the 5/20 rule is revoked then Air Asia could get the license to fly 
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international routes, routes on which SpiceJet currently flies. Ajay Singh has been working for 

the government in power and perhaps he could be influencing the implementation of the new 

aviation policy as revoking the current 5/20 rule could benefit the new entrants but it would 

increase competition for SpiceJet. 

Changes at the operational level 

          The interview of the air-hostess was taken in the month of September, and I was surprised 

to know that Ajay Singh had made many small changes which could perhaps have together saved 

a lot of money it would have enhanced SpiceJet’s lost public image and would have also boosted 

all the employee’s morale. 

      For instance all grooming rules for men as well as women had been changed by allowing 

men and women to sport different hairstyles and by providing them with more grooming 

products. The uniform for all the employees have been changed. The employee meals have been 

significantly improved. The employees undergo more frequent training with each employee 

having a higher chance of getting promoted. Each employee has to compulsorily write a DGCA 

exam every 8 months compared to once every year. This makes the employees aware of the new 

changes and make them more knowledgeable making them more capable to handle issues on 

flight. The salaries of the flight staff as well as the ground staff were increased and have been on 

time since April. 

      SpiceJet also started to recruit more employees as SpiceJet had begun its expansion plans. 

The performance of the stewards and stewardess is constantly under check as SpiceJet organizes 

silent audits and strict action is taken against non-complying employees. 
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     As for SpiceJet’s customers, SpiceJet rolled out special Jain meals, Navratri meals and 

Diabetic meals to meet the demands of customers. SpiceJet was the first domestic airline in India 

to do so. SpiceJet also changed the entire food menu and reduced the prices of an on-board meal 

from ₹350 to ₹300 (Bhatia 2015). SpiceJet was one of the first airlines to sell food items on the 

basis of the MRP (Maximum Retail Price). These changes could have helped SpiceJet to regain 

its lost brand image. 

SpiceJet’s stocks price from January 2015 to January 2016 

 

 

(MoneyControl n.d.) 

The increase in stock provides clear evidence of the improvement of SpiceJet’s brand image. 

Due to Ajay Singh’s smart decisions and small changes SpiceJet’s stock price achieved a 5 year 

high which was very surprising considering the fact that the airline was on the verge of closure. 

Once an airline is put on cash-and-carry mode it was bound to fail is seen in the case of 

Kingfisher airlines and Air Deccan. The stock price increased form about ₹20.38 in January 2015 

to ₹81.90 as at 1st January 2016 and the airline had become 2nd largest airline in terms of 

domestic market share. 
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Conclusion 

Following my investigation and analysis as the future SpiceJet seems to be bright due to external 

factors such as, the dip in oil prices, the growth of the world economy, slow decrease in Chinese 

economy giving rise to increased funding in Indian businesses, the growth in the Indian Aviation 

and in the tourism industry has led to a more supportive external environment for the airline. 

This is reflected in the profitability of the airline. 

Since Ajay Singh took-over the airline has seen unprecedented growth in various aspects. 

 SpiceJet’s market share has increased from 9.4% in Jan 2015 to 12.1% in Jun 2015. 

(Kaushik, Business today 2015) 

 The stock price has increased from ₹14.09 on 1st Aug 2014 to ₹25.8 on 30th Jul 2015 to 

₹81.90 on 1st Jan 2016. (MoneyControl n.d.) 

 The passenger load factor22 increased from 80% in Jan 2015 to 93.2% in Jun 2015, the 

highest in the industry. (SpiceJet, Annual Reports 2015) 

 The cancelations decreased from 3.8% in Jan 2015 to 1.2% in Jun 2015. (Kaushik, 

Business today 2015) 

It reported a net profit of ₹71.8 crore for Q1 FY16, an improvement from a net loss of        

₹124.1 crore reported for the same quarter last year (SpiceJet, Annual Reports 2015) 

                                                           
22 Passenger load factor, or load factor, measures the capacity utilization airlines. It is generally used to assess how 
efficiently a transport provider "fills seats" and generates fare revenue (Wikipedia n.d.)  
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However given the unpredictability of the Indian political system, the policies may soon be 

against the airline industry as many of the policies have not achieved full legal status and are still 

in the developing stage. 

Lewin’s force field analysis shows that the driving forces were much more significant than the 

restraining forces. Most of the forces are external forces giving little control to the airline. 

Furthermore SpiceJet can do little to influence the implementation of the government policies. I 

chose to conduct a PESTL analysis as it helps give a wider perspective and takes into 

consideration the external forces which could influence SpiceJet. The biggest disadvantages of 

both these tools are that they are based mainly on assumptions. The weight allocated to each 

force is based on assumptions which could be subjected to personal biases. 

Based on the evidence, it appears that Ajay Singh’s decision of taking-over SpiceJet is justified. 
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Appendix 

MoCA- Ministry of Civil Aviation. Located at Rajiv Gandhi Bhavan at the 

SafdarjungAirport in New Delhi, the Ministry of Civil Aviation is responsible for formulation 

of national policies and programmes for the development and regulation of the Civil Aviation 

sector in the country. It is responsible for the administration of the Aircraft Act, 1934, 

Aircraft Rules, 1937 and various other legislations pertaining to the aviation sector in the 

country. This Ministry exercises administrative control over attached and autonomous 

organizations like the Directorate General of Civil Aviation, Bureau of Civil Aviation 

Security (M. o. Aviation n.d.) 

DGCA -The Directorate General of Civil Aviation is the principal regulatory body in the field 

of civil aviation. It is not only responsible for regulation of air transport services to/ from/ 

within India, for formulation and enforcement of civil air regulations, air safety and 

airworthiness standards but also co-ordinates all regulatory functions. 

5/20 Rule: This aviation policy hinders the growth if new airlines. If an airline plans to fly out 

of India it needs to comply with the 5/20 rule. It states that in order to fly abroad an airline 

must be operating in India since 5 years and should have 20 aircrafts. 

(Kaushik, Business today 2015) 
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ATF Prices from January 2014- Aug 2015  

Month 
Delhi/price in 
$US 

 
August 01, 2015 

585.32 

July 01, 2015 639.01 
June 01, 2015 661.09 
May 01, 2015 625.51 
April 01, 2015 624 
March 01, 2015 640 
February 01, 2015 590.39 
January 01, 2015 657 
December 01, 2014 766 
November 01, 
2014 

799.51 

October 01, 2014 875.48 
September 01, 
2014 

900.65 

August 01, 2014 913.92 
July 01, 2014 921.33 
June 01, 2014 917.48 
May 01, 2014 921.88 
April 01, 2014 918.79 
March 01, 2014 938.3 
February 01, 2014 933.73 
January 01, 2014 962.03 

(Source: https://iocl.com/Products/ATFInternationalPrices.aspx) 
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