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Revision 

Practice exam question 
Luke Perry 

Evaluate whether it is important that chief executive Paul Tomlins uses a stakeholder approach 
to the business and not a shareholder approach when making decisions? (16 marks)  

Case study 
The 825 strong workforce at the garden furniture retailers Out & About plc have rated the company so 
well that they have been nominated for a number of employee satisfaction awards. The incentives 
offered to employees range from free gifts for employee of the month to more non-financial incentives 
such as family friendly working hours that allow workers to start later and finish earlier on certain days. 
The employees said that the working practices, backed up by good pay, were the main reasons labour 
turnover was under 1% at the retailer for the past 2 years.  

The future looks bright, with Out & About maintaining the largest market share in the UK for selling 
premium garden furniture, despite increasing competition from rivals like John Lewis and Next. 
However, even though sales grew by 2% in 2014, the chief executive Paul Tomlins said that the 
company 'continued to face a challenging environment'. Competition is fierce and the price elasticity of 
demand for such goods was –1.8 and becoming more elastic. Looking after the shareholders and 
employees is a balancing act to ensure that the business remains profitable.  

In recent years the business has been in the headlines for its use of cheaper materials from the 
Amazon rainforest. The business was criticised for sourcing these materials unethically but the 
decision resulted in increased profit margins and meant the business saw profits increase from £24.5 
million in 2013 to £29.2 million in 2014. Despite these ongoing issues, Out & About Plc and its brand 
seems to be in a strong position in the UK and in the many other countries where the company 
operates. 

Mark scheme 
AO1: students should demonstrate a strong understanding of stakeholders and the relevant issues 
each one may pose. Show knowledge that there are several stakeholders. 

AO2: apply the knowledge of these stakeholders to the context of the garden furniture (exclusive 
goods) industry. 

AO3: analyse the possible impact of considering the views of these different stakeholders when 
making decisions. 

AO4: make a clear judgement and justify. 
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Key points 
Stakeholder approach  

• If the brand image suffers due to decisions that are focused purely on making a profit then 
customers could just walk away from the business.  

• The industry is very competitive with the likes of major retailers such as John Lewis offering a 
range of ethically sourced products. The business also needs to consider its employees in any 
decisions. The move to a shareholder approach could quite easily result in less employee 
incentives and flexible working practices being offered. 

• A labour turnover of less than 1% means that less than 8 workers are leaving the business 
each year. This stakeholder approach therefore looks after the employees but also in the long 
run it benefits the shareholders as well. 

Shareholder approach 
• Profits have jumped 19.2% on the back of the decision to source cheaper supplies. 

• Expenditure on the workforce is currently too high and needs changing. 

Evaluation 
Evaluate qualitative and quantitative information to propose a solution to the issue of whether it is 
important to consider the views of all stakeholders. For example, consider the consequences of 
considering stakeholders’ views compared to not considering them (AO4).  

Sample A* answer 
A stakeholder approach to business is one that considers all those who have an interest in the 
business when making decisions, including suppliers, customers, employees, local community and the 
owners. Paul Tomlins has some very important decisions to make in the coming years and it is 
important that he considers all the relevant stakeholders to ensure the long-term success of the 
business. If the brand image suffers due to decisions that are focused purely on making a profit then 
customers could just walk away from the business. The industry is very competitive with the likes of 
major retailers such as John Lewis offering a range of ethically sourced products which highlights why 
the product is so price elastic. The business also needs to consider its employees in any decisions. 
The move to a shareholder approach could quite easily result in less employee incentives and flexible 
working practices being offered. This could be a very short termist decision as there are many hidden 
benefits to a happy workforce. A labour turnover of less than 1% means that less than 8 workers are 
leaving the business each year. This is an exceptional figure in the retail industry that has staff moving 
all the time. This means the business saves on costs such as recruitment advertising and training new 
staff. This stakeholder approach therefore looks after the employees but also in the long run it benefits 
the shareholders as well. 

A shareholder approach is one that focuses on getting the highest returns for the owners. Every 
decision will clearly look at the financial return and less at the other stakeholders involved. These 
decisions can often be made much quicker and will allow the business to have a clear focus. At 
present the business has a high level of expenditure and if they paid workers well but reduced the 
incentives on offer then they could maintain morale while improving the profit margins. The recent 
decision to source cheaper materials at the cost of some of the stakeholders was a real success with 
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profits increasing 19.2% to £29.2 million. This means that the business can either re-invest the funds 
or increase the dividend to shareholders. 

In conclusion, I believe that it is essential that Paul Tomlins uses a stakeholder approach to any 
decisions that are made by management. Although the recent move to get cheaper resources saw 
profits jump 19.2% it is clear that there would be long-term damage to the brand image. These costs 
might not be in the financial figures now but they will in years to come when revenues fall based on a 
poor image. In such a highly competitive and price elastic industry it is important for Out & About plc to 
differentiate its product and a good ethical image in terms of its products and employees is a priority 
for long-term success. 

This resource is part of BUSINESS REVIEW, a magazine written for A-level students by subject 
experts. To subscribe to the full magazine go to www.hoddereducation.co.uk/businessreview 


