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You must read the case study below and attempt all the tasks that follow.
[The following case study is fictitious]

PERFECT PARTIES

Fatima Massoud once organised a children’s party as a favour for a friend and it turned out so well
that she decided that party planning would make an excellent means of self-employment. To begin
with, Fatima only planned children’s events. She became very busy as there were plenty of
parents willing to pay someone to worry about the catering, games and entertainment. It wasn’t
long before she had to recruit assistants on a casual basis to help her run these parties. Fatima did
not have to advertise; business came readily as one satisfied client advised another.

Soon she was asked to plan corporate events, and running Perfect Parties became so busy that
Fatima had to make a big decision. Either she was going to continue as a sole trader, or she would
have to expand, relying on staff to organise most of the contracts. If she remained as a sole
trader, she could still be personally involved in every party and event, but this would restrict the
size and future of her business.

She would require additional capital and Fatima decided to register her business as a private
company. The authorised capital was $50,000", but Fatima needed $30,000 to finance the
expansion. Shares were sold to friends and family, and she was able to raise the required amount.
Fatima’s own contribution came from her accumulated profits and she secured 51% of the shares
to maintain her control. She is the firm’s sole director.

Despite its success, the company was very structured indeed. Fatima found it difficult to avoid
interfering in all levels of decision-making. She acted as if she were still a sole trader running a
micro business instead of an expanding private company. Fatima liked to say that she was the
company! An employee said that a short chain of command was acceptable but in this small
business it was too short! Another employee suggested the company should be organised as a
matrix but Fatima was not interested as, after all, the company was her idea!

The corporate side of the business was very profitable and grew quickly. It soon exceeded the
original business of the children’s entertainment, and before long Fatima disposed of that side of
the business through a series of franchises. Fatima concentrated on dealing with very special
events for leading politicians and business people. Such was her achievement that her business
became internationally known with agents operating in several countries.

There are now more than 40 employees and Perfect Parties sets out precisely what is expected of
the staff, but any expression of dissatisfaction or expectation is threatened with dismissal. The
company code of conduct for staff has to be accepted without argument. The terms and conditions
of employment are generally quite good but for a number of staff frequent travel abroad is
necessary. Fatima expects long hours and does not want to know about family commitments.
Because of the nature of the business Fatima likes to employ only well-educated, middle class and
good-looking people.

To a varying degree, all businesses are subject to those external influences that affect the
business climate. Fatima says she doesn’t understand these influences and in any case they don’t
affect her business. In the eight years since she started, her profit has risen steadily and the
company, despite operating internationally, has faced no significant problems. However, she is
thinking of relocating for tax reasons and there have been some complaints from competitors about
her marketing methods. In a radio interview, Fatima said the benefit of being in her type of
business was that location no longer matters.
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Once the business had been incorporated, Fatima advertised in all the leading journals and set up
promotion stalls at major conferences. As the business became more successful, it was featured
widely in the media, which helped to promote the company. Even being well known does not
guarantee business, and so Perfect Parties still has to market its product aggressively. The 45
company sends out a promotion pack which is considered to be a very good model of a public
relations kit. The success of the company has meant an extension of the client base.

The clients are very demanding and influential. The company has to work hard to satisfy them. A

failure could ruin the business. Events are expensive and only the best organisation will do. The
company’s customer relations policy indicates that ‘satisfaction is guaranteed’. 50
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You must attempt ALL of the following tasks.

1

(a) Fatima disposed of the children’s entertainment side of the business in a series of franchises.
Explain two features of a franchise. [5]

(b) Fatima started out as a sole trader and then registered Perfect Parties as a private company.
Suggest two advantages to Fatima of becoming a private company. [5]

(c) The company’s authorised capital is $50,000 and Fatima has raised $30,000.

(i) Explain the meaning of authorised capital. [5]
(ii) Explain the benefit to Fatima of having $20,000 of unissued capital. [5]
[Total: 20]

(a) It has been said that the chain of command in the company is too short and it is clear that
Fatima has created a centralised company structure.

(i) Explain what is meant, in this case, by the chain of command being too short. [5]
(ii) Explain two advantages of decentralisation. [5]

(b) An employee thought the company should be organised as a matrix. Describe two features
of a matrix. [5]

(c) Fatima is the sole director of the company. Explain three powers or duties of a company

director. [5]
[Total: 20]

(@) When Perfect Parties was set up, Fatima employed assistants on a casual basis. Explain the
difference between permanent and casual employment. [5]

(b) The company’s code of conduct for staff has to be accepted without argument. Explain what

a code of conduct is and what it might contain. [5]
(c) Describe three expectations that Fatima might reasonably have of her employees. [10]
[Total: 20]

(a) Perfect Parties is subject to external influences that determine the business climate.
Describe how the company might be affected by:

(i) taxation policies [5]
(ii) competition [5]

(b) Fatima has said that location does not matter in her type of business. Explain why the
location of Perfect Parties no longer matters. [5]

(c) Some competitors have complained about Perfect Parties’ marketing methods. This may
suggest that Fatima is not trading fairly. Explain what fair trading means. [5]
[Total: 20]
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5
5 (a) Describe two factors which affect or influence the nature of Perfect Parties’ market. [5]

(b) The success of the company resulted in an extension of its client base. Explain what client
base means. [5]

(c) The company’s clients are influential and very demanding. Suggest how Perfect Parties

might ensure client satisfaction. [10]
[Total: 20]
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