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As a result of the learning related to this syllabus students will

be able to:

m explain the key issues relating to the formulation of financial
strategy

m identify conflicts between the interests of different
stakeholders

m identify determinants of components of business risk
explain the different types of returns to investors
describe the roles of UK and international financial markets
and institutions as providers of funding
identify the consequences of different funding decisions
explain cost drivers and their measurement and control
calculate investment project returns
explain methods of making decisions within constraints
justify financial strategies for the development of businesses
identify financial risks and explain products which can
manage those risks
prepare single-currency cash flow statements
describe methods for managing working capital

Financial strategy - 15%

shareholder value analysis

operational risk, compliance risk and financial risk
returns to investors

perceived risks to investors of capital gearing

Financial decisions - raising finance — 20%

international markets available to governments and businesses
world-wide market cycles

efficiency and liquidity of financial markets

methods of funding

funding for small businesses

weighted average cost of capital

investor relations

Operating decisions — 40%

@ cost drivers and relevant costing
accounting rate of return

return on capital

payback

net present value

internal rate of return

choice of discount rate

inflation and taxation

sensitivity analysis

capital rationing and other constraints
expected values

Financial aspects of business development — 10%

& start up, growth, maturity and decline

# financial strategies (organic growth, outsourcing, merger and
demerger, acquisitions, management buy-out, disposal,
winding up including insolvency)

& roles of investors, lenders and advisors

Working capital management - 15%

& financial risks (credit, liquidity, interest rate, currency)
financial products (futures, options swaps, forwards)

cash flow forecasting, including single-currency cash flows
cash surpluses and deficits

&
B
#
@ working capital management

BUSINESS MANAGEMENT

As a result of the learning related to this syllabus students will

be able to:

m explain the impact on business of UK and international
market forces and regulatory systems

m explain the effects of the price mechanism on business and
of failures of the market mechanism
explain the effects of cuitural factors on decision-making
analyse a business’s current and future business position
identify courses of action to improve a business’s position
explain marketing mix and evaluate a product/service
portfolio
evaluate corporate strategies
describe organisational structures and their effect on
business decisions
explain organisational cultures and their implications for
management '
describe human resource management and its systems and
processes
draft a simple business plan to achieve objectives
describe the planning, control and motivational impacts of
budgeting systems
evaluate the objectives of the operations function
design performance measures for businesses and their
divisions
recommend prices for sales to external or internal customers

Business environment - 50%

P
£

global macro-economic forces

UK macro-economic objectives’ effect on business
international trade and finance

UK and EC regulatory framework

price mechanisms

accountability to stakeholders

ositional risk and analysis
markets available to a business
external factors impacting business
resources requirements, availability and cost
risk analysis
internal factors affecting business (financial resources, human
resources, product/service portfolio, assets, business processes,
information systems)

Marketing

marketing mix

market segmentation

research

market/share, market growth and life cycle models

Introduction to strategic choice

business strategies

growth strategies

competitive advantage

marketing strategy

product/service innovation

financial strategy

operations strategy

human resource strategy

information systems strategy

organisational strategy

business development (organic growth, outsourcing, joint
ventures/strategic alliances, merget, acquisitions, management
buy-out)
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Let q, denote the output (or sales) of firm i.
Then total output (or total sales) is given by:

N
Q=q; +q, + ...+ qy =Y qy
i=1
where firms are ranked by size; i.e. q, denotes the largest firm, etc.

The share of total output {(or total sales) of the ith firm is defined by:

Si = qi/Q and the mean output {or mean sales) by q = Q/N

Absolute concentration measures

Title Definition ‘ Min Max
. (Equal shares) (One firm)
Concentration Ratio CR =¥ S k/N 1
N1=1 )
Herfindahl Index H=Y% (Si) 1/N 1
iﬁl
Entropy E=Y% [Siln(l/Si)] 1nN 0
index i=1 .
Relative Entropy RE = E/1nN 1 0
index
X a 1-a
Hannah-Kay index HK =} (8;) N 1
i=1
1
1-a
N
Hannah-Kay numbers HKN= Y (Si)a ,a>0 N 1
equivalent index i=1 a#l

Relative Concentration Measures (Inequality Indices)

complete complete
equality inequality
N
Coefficient of Cv= /z (a-0°N |/ 0 ViN-1)
Variation i=1
N
Gini coefficient G = (1/N) ¥ (N—21+1)Si 0 (N-1)/N
, o 2
Logarithmic variance LV = - Z(ln(qi/a)) 0- o
{=1 -

g is the geometric
mean for firm size
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