BUSS4 Essay Support

[bookmark: _GoBack]In recent years, several banks have been criticised for taking too many risks with their lending, some supermarkets have been accused of bullying suppliers and a number of clothing retailers have allegedly used suppliers who employ child labour. To what extent do you think the activities of businesses need to be more regulated by the Government in the future? Justify your answer with reference to organisations and/or relevant examples of business activities that you know.  Source: AQA June 2013									(40 marks)
Business activities are wide ranging and can embrace illegal and unethical approaches. Government regulation to tackle this can involve laws, fines and restrictive rules and regulations. The question indicates some of the recent unsavoury acts by ‘greedy’ bankers, bullying supermarkets and exploitative retailers. These often result in a clamour for more regulation to stop such activities. However, whether one can argue for more regulation in the future depends on a considered cost benefit analysis of the consequences of such regulation.
The introduction demonstrates knowledge and understanding of business activities.  There is a clear understanding of the question. Importantly, the candidate has recognised that the essay is about regulation rather than other forms of government intervention.  L1/K
The call for more regulation is generally used as a threat to such businesses to curb their activities or they will be forcibly stopped.  One would hope that more regulation would stop banks abusing their power and rigging the Libor rate or misselling PPI for example.  The problem was not necessarily a lack of regulation but the prevailing toxic culture in the banking sector: it was an industry-wide problem.  Similarly, small businesses call for the large supermarkets to be fairer to them over pricing and quality demands.  They depend on the orders from the supermarkets.  Delayed payments severely impair the cash flow position of the small businesses which can prove fatal.  The call for more regulation would, it is hoped, support the underdog here and provide a level playing field. Finally, retailers such as Gap, Nike and Primark are regularly accused of exploitative practises such as using suppliers who employ children, as well as ignoring basic health and safety rules.  Which government would actually implement and enforce such regulation is difficult to decide: UK law is not binding on Bangladeshi textile factories. Thus, it seems that the calls for more regulation in the future have little firm foundation: they are a knee-jerk call to do something about unpalatable issues without an analytical consideration of whether it will be effective.
Rap Ran. Contextual setting of the issues given in the title. Develops analysis of the possible benefits of more regulation, but also hints at the coming counter-arguments. This enables the initial judgement in the last sentence although more supporting argument is required: E1
Of course, more regulation itself is not cost-free and it would have its own drawbacks.  Increased regulation would probably force banks to reduce lending in order to build up the asset ratio on their balance sheet.  This would reduce business investment for expansion, as well as reduce the number of mortgages which would have consequences for house building and household furniture retailers. Regulation would come with greater business costs leading to lower profits, less R and D and fewer jobs.  Moreover, more regulation would mean greater costs for the government - to introduce, implement and monitor it. The opportunity cost of this would be less spending on education and health. Higher taxes could be a necessary consequence.  Too much regulation would restrict the working of the free market and the efficiency that this can bring.  It could also have some negative effects in an international setting: EU/UK regulation would make the economy less attractive to international investors. Therefore, the benefits of more regulation in the future can be seen to be more illusory than first thought.
Rap+ Ran+.  The argument is well balanced and thus supports the explicit judgement: E2-.
There are further arguments against more regulation in the future: there are alternatives to increased regulation.  Profit making businesses may be forced to change their behaviour by the nature of competitive markets, free from government intervention.  If customers do not like the behaviour of a business they can take their custom elsewhere, as they did in reaction to the horsemeat scandal, preferring small family butchers to supermarkets.  More regulation would probably result in higher prices, which customers would not want: one indeed doubts whether Primark’s customers are sufficiently concerned about the company’s unethical practises – they are concerned about the prices Primark offer.  Increased regulation may also mean fewer much needed jobs and reduced incomes in some of the poorest countries. Given the lack of customer concern would a government risk alienating a stakeholder group who are also voters?  Indeed, less regulation has often led to greater efficiency as evidenced by privatised industries, including the British Leyland remains at JLR.  The Virgin West Coast rail service is much improved on pre- deregulation standards. Right wing free marketers go even further and stress that ‘the business of business is business’: shareholders are the key priority – business should focus on profit maximising by using resources efficiently.  They clearly emphasise laissez faire:  government should leave well alone. Thus Tesco should seek lower costs to increase demand and drive up profits.  Only the small businesses that can successfully compete and efficiently meet Tesco’s demands would survive.  Finally, businesses are aware of the need to take into account stakeholders’ concerns about being socially responsible.  They are establishing their own CSR standards and policies regarding the environment, employment conditions etc, as illustrated by Marks and Spencer’s Plan A.  Even Ryanair customers are demanding improvement in the service provided.  In free markets business will also compete on such non-price factors.  While businesses are prepared to effectively police themselves in the market place, there is less need for more government regulation.  Some may even argue that there is a need for less regulation in the future: there is a growing movement for the UK to withdraw from the EU due its over-regulation.
Gap Gan.  Range of relevant and appropriate issues with well-developed critical analysis.
One cannot simply argue for more government regulation in the future to tackle the present problems because too much regulation can be too damaging.  It depends on the extent and scale of the regulation required, which in turn depends on the extent and scale of the unacceptable unethical behaviour. There has to be a flexible, pragmatic approach: where the market is working imperfectly and businesses continue to act unethically then perhaps more regulation should be carefully targeted to benefit stakeholders’ interests.  This can only be done on a case by case basis, using cost benefit analysis in evaluating both the free market approach and the consequences of more government regulation.  In a global business environment, however, even this may not be possible.
E3. Conclusion offers an overall consideration of the question which is fully supported by the preceding argument.
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