Corporate influences - Revision questions
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1 Explain why 'inadequate expenditure on research and development' might be a symptom of short-termism (see Section 15.2). (4)

2 Explain one possible benefit to a company if it appoints an engineer rather than an accountant to the role of chief executive.

3 Explain why 'City analysts' play an important role in creating a business culture of short-termism. (4)

4 Explain why subjective thinking may be more important for a long-term, strategic decision than for a short-term one. (4)

5 Outline two factors that might undermine the accuracy of the data used in an evidence based decision. (6)

6 Explain what Thomas Horton meant in the quote shown on page 106. (4)

'Whenever decisions are made strictly on the basis of bottom-line arithmetic, human beings get crunched along with the numbers.'

Thomas Horton, US business leader
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Typical financial structure

Typical ownership structure

Typical approach to spending on
R&D and trainee staff

Typical business objectives

Strong base of share capital with moderate
gearing

‘Owned by many, relatively small shareholders

Varies, but many will look for a low-spend
model with high levels of outsourcing (and
low investment in staff)

Maximise short-term share price to keep the
market happy, and to enjoy a big bonus due
to the high share price

Table 15.1 The short-termist plc vs the long-termist Mittelstand

Strong base of share capital with
moderate gearing

Family-owned or majority family-owned
with some shares listed on the stock
market

Desire for very long-term success and a
sense of moral duty creates a culture of
investment in people and technology

Maintain a world-eading position to
hand over a continuingly successful
business to the next generation




