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Instructions to candidates

* Do not open this examination paper until instructed to do so.
* Read the case study carefully.

* Section A: answer all questions.

* Section B: answer one question.

* You are permitted access to a calculator for this paper.

* The maximum mark for this examination paper is [30 marks].
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Walkway Ltd (WW)

In 2020, Nkita Otino, a university engineering graduate in Country Y, set up Walkway Ltd (WW) as
a privately held company. Nkita was the sole shareholder.

Nkita designed floor tiles that, when walked on, generate electricity. The greater the fooftfall, the
greater the electricity generated. Each square-metre tile is six centimetres thick, made from plastic,
and can be customized by colour or pattern. WW produces the tiles, using the brand name Telec,
in small batches in its small factory in Country Y. Nkita is the operations and finance manager.

Initial sales, in 2022, were to small shopping malls. The tiles were used only for the main walkways
and reduced the malls’ electricity bills. A non-governmental organization (NGO) that focused on
sustainability gave WW an award.

In 2023, WW received a large order for 10000 Telec tiles from a large, world-famous shopping
mall. Unable to meet this order, WW outsourced the order to DV Choi (DVC), a manufacturing
company in Country K. WW provided DVC with the tile’s design and material specifications and
paid DVC $350 to manufacture each tile. WW then charged customers $700 for each tile, which
included shipping and installation.

Meanwhile, WW's small factory in Country Y continued to produce tiles to meet small orders.

WW used crowdfunding and an overdraft to finance the development of the Telec tiles. In 2021, to
raise additional finance, Nkita sold 40 % of her shares in WW to a business angel.

WW employs 25 skilled workers to make tiles to meet small orders in its small factory. The

small scale of production in the factory prevented WW from achieving economies of scale. The
technology to make the tiles is changing rapidly. Nkita wants the Telec tile to be the industry leader
in terms of design and technology used.

Twenty of the factory’s skilled employees are female, and Nkita believes she is creating meaningful
employment opportunities for women in Country Y. Nkita is also committed to corporate social
responsibility (CSR). WIW's mission statement is, “To be an inclusive employer that provides clean
sustainable energy to power the world through movement”.

WW is a product-orientated business. Nkita, having spotted a gap in the market, wanted to quickly
develop a high-quality product to gain first-mover advantage. Within 18 months, she had designed,
tested and launched the Telec tile. She has turned down orders from potential customers who
wanted tiles of different sizes. In 2024, however, a new entrant into the market, QQ Tiles, began to
sell tiles similar to the Telec, but in four sizes. QQ Tiles uses batch production in its factory.

One of WW's strategies is to use a circular business model. WW uses renewable resources where
possible and generates 20 % of the electricity it uses from solar panels and Telec tiles. WW's
customers receive 10 % off future orders if they return tiles that they want to replace. WW recycles
the plastic from these tiles, reducing waste going to landfill sites.

As technology advances, the Telec tiles can be redesigned to produce more electricity. WW's tile
design enables the electronic components of older, existing tiles purchased by customers to be
upgraded (updated). This means that Telec tiles used by customers in areas with low footfall may
last much longer than expected and can generate increased levels of electricity.
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WW's 25 employees are on permanent contracts with salaries higher than the industry mean
(average), but these salaries have not increased for two years. Employees lose one day’s salary if
they are late for work three times in a month.

Each employee works alone at a workstation. Noise levels in the factory require employees to wear
ear protection for safety, which prevents conversation. Employee facilities in the factory are basic,
with just two bathrooms (rest rooms) and a small break area that can seat 10 people. Similar local
businesses have better employee facilities. Improving WW's facilities would be expensive.

Nkita uses an autocratic leadership style. She monitors employees closely and expects her
decisions to be implemented without question. There is no factory supervisor, and there are no
promotion opportunities for employees.

In the last two years, eight employees have resigned. When an employee leaves, Nkita conducts
an exit interview. The reasons employees have given for leaving include that:

* their achievements were rarely recognized

* there were better promotion opportunities elsewhere

* WW had poor employee facilities

* they felt isolated at work

* their ideas on how to improve efficiency were ignored by Nkita.

To reduce the number of employees leaving WW, Nkita has written a plan offering employees:
* asalary increase

* an Employee of the Year trophy

* a monthly dinner at a local restaurant, paid for by WW

* opportunities to work in teams.

WW's human resource (HR) manager disagrees with some elements of Nkita’s plan.

Today, WW has customers from shopping malls in Country Y, three other neighbouring countries,
and the Middle East. A survey WW conducted revealed that only 1% of large businesses knew of
WW and its Telec tile.

WW is in discussions with an airport operator, AIX Airports (AIXA), which has offered to purchase
25% of WW shares for $1.25 million. WW would reinvest the $1.25 million. As part of the deal,

AIXA would buy 30 000 Telec tiles for its five airports. AIXA also offered to mention the Telec tiles
in all its advertisements, as it wants to improve its image as an environmentally friendly company.

AIXA claims to be carbon neutral. However, investigators found that AIXA is only referring to its use
of solar power and ignores the impact of the petrol (gasoline)-powered vehicles used in its airports
on its carbon footprint. AIXA is also currently involved in a legal dispute. Female employees have
claimed that AIXA pays male employees up to 25% more. AIXA’s female employees have been
demonstrating daily outside some A/IXA-owned airports, and the demonstrations have appeared on
national television.

WW wants to expand its factory, which would enable it to cancel its contract with DVC. However,
WW does not have sufficient financial reserves to pay for this expansion, which would cost
$1.75 million. The unit cost of manufacturing the Telec tile in WW's expanded factory would be
20 % less than the price charged by DVC.

Turn over
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Section A
Answer all questions from this section.
1.  State two purposes of a mission statement. [2]
2.  Define the term economies of scale. [2]
3. Describe two sources of finance used by WW. [4]

4. Explain one advantage and one disadvantage for WW of being a product-orientated

business (line 26). [4]

5. Explain why QQ Tiles uses batch production rather than flow production (line 30). [2]

6. Explain two circular business models that WW uses (line 31). [6]
Section B

Answer one question from this section.
7. Discuss, using Maslow’s motivation theory, whether Nkita’s plan will reduce the number of
employees leaving WW. [10]

8. Discuss whether WW should accept AIXA’s offer to purchase 25 % of WW's shares. [10]

Companies, products, or individuals named in the stimulus are fictitious and any similarities with actual
entities are purely coincidental.






