Diploma Programme
Programme du diplome

Programa del Diploma

© International Baccalaureate Organization 2026

All rights reserved. No part of this product may be reproduced in any form or by any
electronic or mechanical means, including information storage and retrieval systems,
without the prior written permission from the IB. Additionally, the license tied with this
product prohibits use of any selected files or extracts from this product. Use by third
parties, including but not limited to publishers, private teachers, tutoring or study services,
preparatory schools, vendors operating curriculum mapping services or teacher resource
digital platforms and app developers, whether fee-covered or not, is prohibited and is a
criminal offense.

More information on how to request written permission in the form of a license can be
obtained from https://ibo.org/become-an-ib-school/ib-publishing/licensing/applying-for-a-
license/.

© Organisation du Baccalauréat International 2026

Tous droits réservés. Aucune partie de ce produit ne peut étre reproduite sous quelque
forme ni par quelque moyen que ce soit, électronique ou mécanique, y compris des
systemes de stockage et de récupération d’informations, sans [l'autorisation écrite
préalable de I'IB. De plus, la licence associée a ce produit interdit toute utilisation de tout
fichier ou extrait sélectionné dans ce produit. L'utilisation par des tiers, y compris, sans
toutefois s’y limiter, des éditeurs, des professeurs particuliers, des services de tutorat ou
d’aide aux études, des établissements de préparation a I'enseignement supérieur, des
fournisseurs de services de planification des programmes d’études, des gestionnaires de
plateformes pédagogiques en ligne, et des développeurs d’applications, moyennant
paiement ou non, est interdite et constitue une infraction pénale.

Pour plus d’informations sur la procédure a suivre pour obtenir une autorisation écrite
sous la forme d’une licence, rendez-vous a I'adresse https://ibo.org/become-an-ib-school/
ib-publishing/licensing/applying-for-a-license/.

© Organizacion del Bachillerato Internacional, 2026

Todos los derechos reservados. No se podra reproducir ninguna parte de este producto
de ninguna forma ni por ningin medio electrénico o mecanico, incluidos los sistemas de
almacenamiento y recuperacion de informacién, sin la previa autorizacion por escrito del
IB. Ademas, la licencia vinculada a este producto prohibe el uso de todo archivo o
fragmento seleccionado de este producto. El uso por parte de terceros —lo que incluye,
a titulo enunciativo, editoriales, profesores particulares, servicios de apoyo académico o
ayuda para el estudio, colegios preparatorios, desarrolladores de aplicaciones y
entidades que presten servicios de planificacion curricular u ofrezcan recursos para
docentes mediante plataformas digitales—, ya sea incluido en tasas o no, esta prohibido
y constituye un delito.

En este enlace encontrara mas informacién sobre cémo solicitar una autorizacién por
escrito en forma de licencia: https://ibo.org/become-an-ib-school/ib-publishing/licensing/
applying-for-a-license/.

International Baccalaureate”
Baccalauréat International
Bachillerato Imtemacional




L

Diploma Programme
Programme du dipléme

Programa del Diploma

Business management
Higher level
Paper 2

30 April 2026

Zone A morning | Zone B morning | Zone C morning )
Session number

1 hour 45 minutes

Instructions to students

* Write your session number in the boxes above.

* Do not open this examination paper until instructed to do so.

* Aclean copy of the business management formulae sheet is required for this examination
paper.

e Section A: answer all questions.

* Section B: answer one question.

* Answers must be written within the answer boxes provided.

* A calculator is required for this examination paper.

e The maximum mark for this examination paper is [50 marks].

2226-3018
23 pages © International Baccalaureate Organization 2026

‘H ““H‘ “ “““H‘ ‘“ @ International Baccalaureate”

Baccalauréat International
4EPO

Bachillerato Internacional




=

-2- 2226-3018

Section A
Answer all questions in this section. Answers must be written within the answer boxes provided.
1. Floral Studio (FS)

Floral Studio (FS) is a family-owned flower shop established by the Fiori family in 2002.

FS sells flowers for weddings and events. Despite its success, FS remains a small business
and relies on internal sources of finance. FS buys the flowers from overseas suppliers that
offer an average lead time of three weeks. FS’s competitors have suppliers that offer a lead
time of one week.

FS stores the flowers in a rented warehouse and uses just-in-case (JIC) stock control.
FS’s waste is high, particularly when external temperatures are extremely hot or cold.
FS’s production manager, Gino Fiori, is considering changing to just-in-time (JIT)
stock control. Gino has gathered stock control information, shown in Table 1.

Table 1: FS’s stock control information for 2025

Units
Buffer stock X
Maximum stock level 6000
Reorder level 5000
Reorder quantity 4000
Weekly demand for flowers 1000
(a) State two reasons why a business may decide to stay small. [2]

(b) (i) Using information from Table 1, calculate FS’s buffer stock, X,
(show all your working). [2]

2

24EPO

(This question continues on the following page)

§ \




=

-3- 2226-3018

(Question 1 continued)

(i)  Using information from Table 1 and your answer to b(i), construct a fully labelled

stock control chart for FS. [4]
T T T T T |
(c) Explain one disadvantage for FS of changing to just-in-time (JIT) stock control. [2]

§ [l
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AutoParts Manufacturing (AP)

AutoParts Manufacturing (AP) makes parts for use in two brands of gasoline (petrol) powered
automobiles (cars). In 2025, AP experienced insolvency.

Table 2 shows selected financial data for AP.

Table 2: Selected financial data for the years ending and as at
31 December 2024 and 31 December 2025 (all figures in $ millions)

2024 2025
Cash 6.2 1.0
Cost of sales 72.0 78.0
Debtors 26.9 33.0
Non-current liabilities 4.0 X
Retained earnings 64.0 59.0
Sales revenue 115.6 92.0
Share capital 15.7 21.2
Stock Y 38.0
Total assets 101.9 107.6
Total current liabilities 18.2 22.2

In 2024, AP produced 23120000 automobile parts in three factories with a total production
capacity of 30000000 parts.

In 2024, AP'’s capacity utilization rate was 77 %.
AP’s stock turnover increased from 110 days in 2024 to 145 days in 2025.

(a) State two possible effects of insolvency on a business. [2]

(This question continues on the following page)
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(Question 2 continued)
(b)  Using Table 2 and information in the stimulus:

(i)  calculate non-current liabilities, X, for 2025 (show all your working); [2]

(i)  calculate stock, Y, for 2024 (show all your working). [2]

(c) In2025, AP’s output/production fell by 10 %. Calculate AP’s capacity utilization rate
in 2025 (show all your working). [2]

(d)  With reference to data in the stimulus, explain one reason, other than declining
revenue, why AP may have become insolvent in 2025. [2]

§ [l
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GiftNest (GN)
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Alexis and Sofia Dimas run GiftNest (GN), a business selling personalized gift baskets and
wrapping paper. Table 3 shows GN's forecasted financial data for January.

Table 3: GN’s forecasted financial data for January

Selling prlce Variable cpsts Break_-even Monthly profit
per unit per unit point
Wrapping paper rolls $12 $6 150 units B
Gift baskets $90 $60 A $12300

Monthly fixed costs total $3600. Gift baskets, which require additional storage space, are
allocated 75 % of these costs.

GN has forecasted sales of 500 baskets and 2400 rolls of wrapping paper in January.

GN has liquidity problems and is considering removing one product line. Sofia argues that
GN can achieve greater economies of scale from wrapping paper than from gift baskets.
Alexis agrees but believes gift baskets offer greater future potential through stronger
customer value, higher per unit price, and opportunities for lean production. Alexis also
thinks the current fixed cost allocation makes it unclear which product line contributes

the most to GN.

(a) State two methods of lean production.

(2]

(This question continues on the following page)
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(Question 3 continued)
(b)  Using Table 3 and information in the stimulus:

(i) calculate January’s forecasted break-even point, A, for gift baskets
(show all your working); [2]

(i)  calculate the forecasted profit, B, for wrapping paper in January
(show all your working); [2]

(iii)  calculate the total profit made by GN in January if the actual sales of gift baskets
are 3% higher than forecasted (show all your working). [2]

(c)  Using your calculations from part (b), explain one reason why using contribution
costing can help GN decide which product line to remove. [2]

§ [l
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Section B
Answer one question from this section. Answers must be written within the answer boxes provided.

4. Reina Jabones (RJ)

Reina Jabones (RJ) is a publicly held company that manufactures laundry detergents for
washing clothes. RJ is the market leader for laundry detergents in Country X, with a 55 %
market share. RJ's products include powder detergents and liquid detergents.

(a) State two features of a publicly held company. [2]

(This question continues on the following page)
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(Question 4 continued)

Sol, RJS's most popular powder detergent, has been on the market for 25 years. Competitors
offering similar powder detergents to Sol set their prices low, decreasing their profit margins.
RJ uses competitive pricing and sets the price for Sol below competitors’ prices. Sol is a
high-quality product. Its unit production costs are low due to economies of scale; however,
profit margins for Sol are lower than for RJ's other products.

(b) Explain two disadvantages for RJ of using competitive pricing for Sol. [4]

(This question continues on the following page)
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(Question 4 continued)

RJ launched two organic (free from artificial chemicals) laundry detergents made from
plants. RJ is the only company in the market currently offering organic laundry detergents.
RJ consulted secondary research on the market growth of organic and non-organic laundry
detergents in Country X for the next three years (see Figure 1).

Figure 1: Estimated market growth rate of organic and
non-organic laundry detergents in Country X, 2027-2029
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(c) Using data from Figure 1, comment on the estimated market growth for organic and
non-organic laundry detergents in Country X for 2027-2029. [2]

(This question continues on the following page)
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(Question 4 continued)

RJ’s product portfolio has four brands:

* Sol and Rey, RJ’s powder detergents, operate in a slow-growing market. Sol is profitable
and has a 65 % market share for powder detergents. RJ recently reduced Rey’s price and
updated its packaging, but Rey’s sales continue to fall. Rey has a 16 % market share for
powder detergents.

e CocoX and EcoX, RJ's new organic liquid detergents, sell at premium prices. Sales of both
products are growing rapidly. The two products together have an 80 % market share of
liquid detergents. RJ's advertising expenses for CocoX and EcoX are high.

(d) Complete the Boston Consulting Group (BCG) matrix (Figure 2) for RJ's four brands. [2]

Figure 2: RJ's Boston Consulting Group (BCG) matrix

Market share

High

Market
growth

Low

(This question continues on page 13)
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(Question 4 continued)

Ukole Ltd., a multinational company, recently entered the laundry detergent market in
Country X. Ukole offers several products, including organic detergent tablets that it claims
are three times more efficient than liquid and powder detergents. Ukole invests heavily

in research and development (R&D). RJ's chief executive officer (CEQO), Pedro Piazza, is
worried about Ukole’s entry into the market. Pedro has requested a brand loyalty survey
(see Table 4) and updated market share data (see Figure 3). Among other things, the data
showed that RJ's market share had decreased by 5 %.

Table 4: RJ’s brand loyalty survey results

% % %

How long have you Less than More than
been buying RJ’s 10 | 1-4 years 20 70

ayear four years
laundry detergents?
How would you rate your
overall satisfaction with Satisfied 65 | Neutral 25 | Dissatisfied 10
RJ's laundry detergents?
What factor would make Better Discounts &
you change to another Lower price 40 | detergent 45 . 15

. special offers

laundry detergent brand? quality
How likely are you to
continue buying RJ's Very likely 50 | Neutral 30 | Unlikely 20
laundry detergents?

Figure 3: Laundry detergent market share by company

Key:

Bl =
Ukole
- Other companies

22% —

—50%

28% —

(This question continues on the following page)
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(Question 4 continued)

(e) Using Table 4, Figure 3 and other information in the stimulus, discuss how Ukole’s
entry into the laundry detergent market might affect RJ’s position as a market leader.

[10]
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(This question continues on the following page)
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(Question 4 continued)
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5. Quantum Leap (QL)

Quantum Leap (QL), develops and sells Al (artificial intelligence) products. Under the
leadership of the chief executive officer (CEO), Sam Smart, QL experienced substantial
growth. Sam, an autocratic leader, made decisions without consultation. Sam based
employee appraisals on individual targets and performance.

(a) State two types of employee appraisal. [2]

Following Sam’s departure in 2023, Lucy Thomas became QL’s new CEO. Lucy,

a democratic leader, introduced teamwork throughout QL. Previously, each department
worked independently, and department managers have developed autocratic leadership
styles. Lucy met resistance when she asked department managers to discuss decisions
with their teams and with other departments. QL’s production manager presented QL’s

productivity data for 2021-2025, shown in Table 5.

Table 5: QL’s productivity data, 2021-2025

Time period Labour productivity Capital productivity

(output per (output per hour

hour worked) of capital used)
2021 1.9 2.2
2022 1.9 2.2
2023 1.9 2.2
2024 1.6 2.2
2025 1.5 2.2

(This question continues on the following page)
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(Question 5 continued)

(b)  Using figures from Table 5, comment on two aspects of QL’s productivity for 2021-2025. [4]

(This question continues on the following page)
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(Question 5 continued)

QL managers miss Sam’s autocratic leadership style and think QL has become inefficient.

Lucy believes her democratic leadership style caused cultural clashes between herself and

QL managers. Lucy is considering two options to minimize cultural clashes with QL managers:

* Option 1: Train QL managers on effective teamworking and management of
organizational cultural changes.

e Option 2: Recruit democratic managers externally to develop a democratic culture at QL.

Lucy constructed the decision tree shown in Figure 4.

Figure 4: QL’s decision tree

Productivity
> 2
Successful
X
Option 1 Unsuccessful
0.45
> 1.9
>» 2.2
Successful
Option 2 0.6
Unsuccessful
0.4
» 1.9

For the decision tree, Lucy assigned probabilities based on her experience. She also
calculated the expected productivity shown in Table 6. Lucy wanted to consider all
employees’ opinions and morale (confidence and motivation), but department managers
argued that the decision tree was sufficient.

Table 6: QL’s Expected productivity

Option 1 Option 2

Expected productivity Y 2.08

(This question continues on the following page)
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(Question 5 continued)

(c) (i) Using Figure 4, calculate the probability of success, X, for Option 1
(no working required). [

(i)  Using Figure 4, calculate the expected productivity, Y in Table 6, for Option 1
(no working required). (1]

(i)  Explain one disadvantage for Lucy of only using the decision tree as
a decision-making tool. [2]

(This question continues on page 21)
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(Question 5 continued)

The artificial intelligence industry is highly competitive. Lucy must find a solution to QL’s
cultural clashes and falling productivity to maintain profit margins. Before making her decision
on what option to choose, Lucy consulted with the human resources (HR) manager,
who reported that:
e Current QL managers could attend an off-the-job training programme,
costing $300000 and taking each manager 30 days to complete.
* Research shows existing employees are less willing to be trained than
newly recruited employees.
* The estimated cost of recruiting new managers is $700 000.
Recruitment will take three months.

Lucy asked the HR manager to conduct an employee survey on employees’ opinions
and morale. Some of the results are shown in Figure 5.

Figure 5: Selected results from QL’s employee survey

Feel unmotivated —

70
Feel uncomfortable with teamwork —

80

Think Lucy’s leadership is inefficient —

70

| | | | |
0 20 40 60 80 100

Percentage (%) of those who agreed with statement

Key:
- Employees |:| Managers

(This question continues on the following page)
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(Question 5 continued)

(d) Using Figure 5 and other information in the stimulus, discuss whether Lucy should
implement Option 1 or Option 2 to reduce the cultural clashes at QL.

[10]
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(This question continues on the following page)
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(Question 5 continued)
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