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Exam tips


Advice on key points in the text to help you learn and recall content, avoid pitfalls, and polish your exam technique in order to boost your grade.
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Knowledge check


Rapid-fire questions throughout the Content Guidance section to check your understanding.
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Knowledge check answers


Turn to the back of the book for the Knowledge check answers.
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Summaries




	
•  Each core topic is rounded off by a bullet-list summary for quick-check reference of what you need to know.
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About this book





This book (Student Guide 3) has been written with one objective in mind: to provide you with the ideal resource for your revision of the CCEA A2 Unit 1 Business Studies A-level.


In your study of the subject you will examine business in a variety of contexts, including small and large, national and international, service and manufacturing. This book covers Unit A2 1: Strategic decision making.


The Content Guidance section offers concise coverage of Unit A2 1, combining an overview of key terms and concepts with identification of opportunities for you to demonstrate higher-level skills of analysis and evaluation.


The Question & Answers section provides examples of stimulus material and the various types of questions you are likely to face: both short-answer and data-response questions. The questions cover the CCEA A2 A-level Business specification. There are also explanations of command words, which can be applied to any question with the same word. The answers are also explained in detail, including the proposed mark awarded.


A common problem for students and teachers is the lack of resources and in particular exam-style questions that cover individual areas of study. The questions in this guide are tailored so that you can apply your knowledge while the topic is still fresh in your mind, throughout your course and when you have revised a topic in preparation for the examinations. Along with the sample answers this should provide you with a sound basis for sitting your Business Studies exams.




Pre-existing knowledge


AS and A-level Business presumes you have no specific previous experience of the subject and its key terms. The good news is that everyone starts at the very beginning regarding key terms and knowledge. Business is a subject that requires you to apply key terms to real businesses, so an interest in current news affairs relating to businesses, for example Starbucks, Bamford Bus Company Limited and Almac Limited, will help you to put theory into context. It is the most rewarding part of the subject, and allows you ultimately to score highly in the exam.















Content Guidance








Business objectives




Mission statement


A mission statement is a short summary of the ‘core purpose, focus and aims for trading profitably’ that a business may have. The statement includes a brief description of what the business does and its key business objectives.


Table 1 is a sample of mission statements from the world’s largest companies.





Table 1 Sample mission statements





	Company

	Mission statement










	Coca-Cola

	Our mission is:

To refresh the world in mind, body and spirit


To inspire moments of optimism and happiness through our brands and actions


To create value and make a difference








	Nestlé

	Our mission of ‘Good Food, Good Life’ is to provide consumers with the best tasting, most nutritious choices in a wide range of food and beverage categories and eating occasions, from morning to night.






	Google

	To organise the world’s information and make it universally accessible and useful.






	Amazon

	To be the Earth’s most customer-centric company where the customer can find and discover anything they might want to buy online.











How a business might use a mission statement


A business may use the mission statement to provide focus, direction and inspiration to its employees while simultaneously advising customers what to expect from it. The mission statement also attempts to differentiate the business from its competitors.


A business may use a mission statement as follows:




	
•  To communicate to stakeholders the key business objective, e.g. Amazon makes a link to customers as a stakeholder group


	
•  To create a link between business activities and key stakeholders to ensure pursuit of a common purpose, e.g. Google’s ability to provide information that is universally accessible


	
•  To inform employees of the business’s aim(s), e.g. Google’s desire to ‘organise the world’s information and make it universally accessible and useful’





A business can use its mission statement to great effect, such as providing inspiration to stakeholders, motivating staff and creating a perception of customer orientation. However, Richard Branson (a high-profile British entrepreneur) believes that ‘most mission statements are full of blah truisms and are anything but inspirational’. Mission statements may be seen as generic and can be applied to many different businesses, with managers paying only lip service to the mission statement in reality.
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Knowledge check 1


Explain one way in which a business such as IKEA might use a mission statement.
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Relationship between mission statements and business objectives


In addition to a mission statement, a business may have stated aims and objectives, which include survival, growth, profitability and other non-financial objectives. Some businesses seek to link their mission statements with their objectives.


Figure 1 summarises key relationships between the mission and objectives of a business organisation.
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It is imperative that a business links its mission statement with its business objective(s). Effective business objectives typically employ the SMART acronym, summarised in Table 2.





Table 2 SMART objectives relating to Nestlé





	Objective

	Example










	
Specific

	An objective must state clearly what is to be achieved.

For example, one of Nestlé’s objectives has been to reduce the sugar used in their product range by 5% by 2020. This means that by 2020, 18,000 tonnes of sugar should have been removed from the product range in Europe.








	
Measurable

	The business can measure current performance against a stated objective.

For example, Nestlé reportedly uses 1.7 million tonnes of single-use plastics per year across 98% of its product range. The company has pledged to reduce this quantity to zero across its product range by 2025.








	
Achievable

	The objective must be achievable.

For example, Nestlé’s board of directors has agreed to reduce sugar content with reference to sales/production data.








	
Realistic

	An objective must be achieved through the use of business resources.

For example, Nestlé can reduce consumption of plastic packaging through a simple redesign of product packaging or increased use of paper-based materials.








	
Time specific

	A deadline must be stated by which time the objective must be achieved.

For example, Nestlé aimed to reduce the sugar content of its product range by the end of 2020.











A business can achieve its objectives through the implementation of key strategies and plans, all of which should be aligned with the mission statement.





Objectives


A business objective is a commercial goal that a business wants to achieve and which management believes is crucial to the organisation’s success. An objective can be short or long term in nature. All business organisations have at least the following business objectives.




Survival


Survival is where the business aims to ensure continuity of existence or ability to trade in the future. Examples include House of Fraser Limited (taken over by Mike Ashley, a business entrepreneur) and Wrightbus Limited (taken over by Mr J. Bamford, a British-based industrialist).


Survival becomes an issue in the following situations:




	
1  A business has not experienced significant growth in profitability.


	
2  A business has experienced a loss of sales/market share.





However, survival may be difficult to achieve if the product range is obsolete or competition is intense in an industry.







Growth


In order to secure growth, a business must be able to not only survive current trading conditions but take advantage of opportunities to grow the business.


Growth is achievable if:




	
•  internal economies of scale are achievable, which typically reduce cost per unit, since there is a greater volume of activity (e.g. sales/production levels)


	
•  an increase in market share is achieved, which may arise from increased levels of sales and/or premium pricing of products





However, growth may not be achieved if customers prefer to consume alternative products. For example, Coca-Cola faces competition from rivals such as Pepsi Cola and suppliers of mineral water and other soft drinks.







Profitability


In order to ensure the profitability of the business, management must take advantage of opportunities to grow the business and exceed current levels of profitability. For example, Tesco plc reported profits of £1.2 billion and £1.9 billion in 2018 and 2019 respectively. The implementation of a cost-reduction strategy ensures costs are at their minimum levels relative to sales levels reported per store, which in turn yields increased profitability. However, the pursuit of increased levels of profitability can lead to loss of customers if customers perceive they are not getting value for money.







Non-financial objectives


A business or charitable organisation may have non-financial objectives, which are varied. For example, it was recently reported that Nestlé used 1.7 million tonnes of plastic per year in its product packaging. Nestlé is aiming to reduce the use of single-use plastics across its product range by 100% by 2025. This can be achieved through redesign of product packaging and/or use of alternative packaging materials such as cardboard. This would enhance the company’s environmental performance. A drawback is that it might increase costs for the company, resulting in an increase in unit cost.
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Exam tip


Examinations at this level require an in-depth analysis and evaluation of key business issues within the context of the stimulus material. You can demonstrate these skills through your answers.
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Factors influencing business objectives




Internal




	
•  Products and services: must be relevant and meet current and future needs of customers in order to maintain current market share, e.g. car manufacturers regularly update their models. For example, the Nissan Leaf+ vehicle can be driven up to 385 km (239 miles) without having to recharge the battery.


	
•  Financial: the business must ensure it can achieve break-even position at least, or take steps to ensure revenues exceed costs. A business with a lower cost base can invest in order to create a superior product range and excellent customer service. A significant advantage can be gained from a lower cost base. The capacity to generate profits is of paramount importance and contributes towards the business’s profitability. For example, Tesco stocks ‘own label’ branded products alongside other branded products in its stores. This allows it to keep costs to a minimum and gain maximum customer exposure since the shelf-space is already present in the shops to do so, and at very little additional cost to the business, e.g. fixtures/fittings, distribution costs.










External




	
•  Technologies and standards: refers to the ability of a business to access/employ modern technology in order to meet customer needs and survive competitive trends — which may be largely dictated by competitors or stakeholders outside of the business. For example, the Nissan Leaf+ is now fitted with a navigation system which can be updated using a smartphone app that allows customers to keep up-to-date with changing environmental conditions.


	
•  Location: refers to the physical location of business operations and therefore accessibility to market and customer base. For example, a business might be the sole provider of natural drinking water in the county, based on the location of the well. Alternatively, the business might find the business model must incorporate the use of online trading activities, which in turn may reduce costs and increase revenues. For example, Irish Salt Mining and Exploration Limited (ISME) is the sole supplier of natural salt in Northern Ireland, based on the location of the salt mine. This allows it to reduce production costs, as the mine is located at the salt deposit located underground.


	
•  Economic issues: refers to issues outside the business’s control that are likely to impact performance and therefore the achievement of business objectives, such as Brexit, factors that influence international trade, external threats facing the business and issues in the domestic economy such as the levels of interest rates, exchange rate fluctuations and/or imposition of government taxes. For example, in 2020, it was reported that the airline Flybe paid more Air Passenger Duty (APD) tax (totalling £100 million) to the UK government than any other UK-based airline, which was a contributory factor in the collapse of the business, since Flybe was a UK-based airline using UK-based air routes, which generated higher tax rates compared with those for other airlines.














Short-term and long-term objectives


A business may classify its objectives in terms of short-term and/or long-term objectives. It is important that the two support each other.




Short-term objectives


Short-term objectives are typically achievable within a period of 1 year — consistent with the operational plan of a business. Examples of such objectives include: increase market share by 3%; reduce labour turnover in the business by 1%; increase net profit by £1,000 in the next 12 months.







Long-term objectives


Long-term objectives are typically achievable within a 2–5-year period — consistent with the strategic plan of a business. Examples of such objectives include: completion of a £10 million investment programme in new factory machinery over a 5-year period; increase market share by 5%; introduce a new product to the market over the next 5 years.







Conflict between business objectives


There are times when short-term objectives may conflict with long-term objectives. Management must ensure the two sets of objectives are consistent with each other in order to minimise conflict.


Examples of conflict between short-term and long-term business objectives are summarised in Table 3. Managers must ensure any differences between the various objectives are minimised.
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Summary


After studying this topic you should be able to:




	
•  analyse and evaluate the relationship between mission statements, aims and organisational objectives, including survival, growth, profitability and non-financial objectives


	
•  analyse and evaluate how businesses use mission statements


	
•  analyse and evaluate the internal and external factors influencing business objectives


	
•  analyse and evaluate the use of short-term and long-term objectives by a business


	
•  analyse and evaluate when business objectives may conflict
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Organisational culture




Culture


Culture refers to the attitudes, beliefs and values prevalent in a business that influence the way it operates on a daily basis. It is commonly interpreted as ‘the way we do things around here’, from the internal perspective of a business organisation. In other words, it can refer to the ‘personality’ of an organisation, the beliefs its employees share and the procedures determining the ways in which people behave and solve business problems within the organisation.


In order to ensure success in achieving business objectives, a business must formalise links between organisational culture, business policies and procedures, and its stated objectives. Some examples of organisational culture include the following:




	
•  Oxfam: the charity’s objective is to overcome poverty and reduce suffering of individuals affected by drought, political strife and other natural disasters. A key aspect of its culture is that staff and volunteers are committed to overcoming poverty, by focusing on innovation (in the use of resources and processes), collaboration (between various charities to implement the best methods of providing support to victims) and being more cost-effective in the provision of help (by ensuring a larger number of people receive help from the resources available by recycling donated items where possible). This results in a more positive impact on culture, since collaboration produces a democratic approach to leadership, ensures active participation from all staff and volunteers, and encourages initiative at all levels in order to achieve positive outcomes.


	
•  IKEA: the company’s objectives are the creation of a better home life for customers and profitability. A key aspect of its culture is that all staff members are treated as professionals and engage in teamwork to ensure creation of quality products. A participative approach is employed whereby staff members are encouraged to make decisions as opposed to taking direction from senior colleagues. This results in products that are innovative and have broader appeal to customers, which in turn should yield additional profits for the company.











Importance of culture to a business


The culture within a business, for example business policies, processes, reward systems, and staff/manager behaviours, is of prime importance, as it ultimately affects how the business performs.


Adopting a positive business culture is important, as it:




	
•  attracts highly skilled and qualified staff to the business


	
•  ensures the right staff are appointed, i.e. they are likely to fit with organisational norms and objectives


	
•  improves business performance since all staff are likely to work towards achieving business objectives
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Knowledge check 2


Explain one way in which culture is important to a business such as Asda Stores Limited.
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A business must ensure all employees and managers have an understanding of key aspects of the organisation’s culture and the ways in which they impact their role and/or discipline. Table 4 gives examples of both strong and weak cultures.





Table 4 Evidence of both strong and weak cultures





	Evidence of strong culture

	Evidence of weak culture










	Staff members have a good understanding of business norms and behaviour, e.g. IKEA’s staff members treat customers fairly and provide assistance.

	Staff members have little understanding of business norms and behaviours, e.g. staff in a taxi firm who do not appreciate the importance of good timekeeping.






	Staff members behave consistently with business values, e.g. IKEA’s objective is to help its customers.

	Staff members have little understanding of business values, e.g. staff in a taxi business who overcharge customers on a regular basis.






	Formal policies exist in all functional areas, e.g. the complaints procedure may exist to enable customers to make a complaint about the service received.

	Lack of formal policies and procedures to encourage creativity.














Cultural issues related to key functional business areas


Culture is prevalent in all functional areas of the business. Table 5 provides examples of cultural issues in business contexts.





Table 5 Examples of culture in functional areas of business





	Functional area

	Example

	Analysis/evaluation of culture










	Corporate administration

	Visitor experience to the organisation

	
Strong: formal sign-in/pre-booked visits for security reasons or to avoid double-booking

Weak: informal/ad-hoc basis implies lack of organisation








	Corporate administration

	Perceived physical appearance and organisation of workspace

	
Strong: little evidence of physical barriers between managers and staff through use of open plan/shared space, which encourages staff communication

Weak: individual offices for managers may lead to lack of consultation/discussion with staff on key issues








	Sales

	Self-service checkouts

	
Strong: reduces queues at checkouts, improving customer experience

Weak: loss of personal contact with customers








	Human resources

	Online technology for recruitment

	
Strong: encourages applicants to develop key IT skills in order to be considered for roles in the organisation

Weak: not all applicants are IT literate, therefore highly specialised/experienced candidates may be eliminated even if they are the right candidate for the job








	R&D

	Innovation/research tasks

	
Strong: staff act with autonomy and in a professional manner to achieve R&D objectives

Weak: staff only act under supervision, in a highly regulated environment and only with prior management approval








	Finance/accounting

	Financial

	
Strong: financial approval must be sought for all expenditure and budgets strictly adhered to

Weak: lack of financial prudence and budgetary control results in overspending and a reduced profit or loss
















Models of culture in a business




Handy


Handy classifies organisational culture into four types:




1 Task culture


Task culture focuses on the completion of specific tasks. Employees are organised into teams to complete different tasks. This can lead to high levels of motivation and successful attainment of objectives. For example, if one group’s task is to inspect car engine parts, they become highly skilled at that one task, which leads to low levels of faulty parts slipping through the quality check and ultimately a high-quality output.







2 Power culture


Power culture is prevalent where a few senior managers are involved in decision making and directing staff members on the completion of tasks, meaning it tends to be quicker. For example, a senior manager may decide how many days’ holidays a staff member is entitled to and when they may take their holidays. Such a high degree of control may result in high levels of staff demotivation and limit staff development.







3 Person culture


Person culture is demonstrated by the existence of personal objectives in the workplace. Personal objectives must be aligned with business objectives in order to achieve success. This culture is dependent on individual staff members conferring a high level of loyalty. For example, a car salesman may be motivated by commission based on a high level of sales each month and thrive on developing effective relationships with customers in order to achieve success.







4 Role culture


Role culture is evident in situations where customers require a niche service provided by highly qualified and experienced staff. In this case, an employee is held accountable for the business’s performance or outcome as a result. For example, an accountant may provide ethical advice to a client regarding the minimisation of tax liabilities while at the same time increasing fee income for their employer/accounting firm.
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Exam tip


It is important to understand the four different cultures proposed by Handy and apply them in a business context.
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One advantage of using Handy’s model is that it simplifies culture across four different types, each of which is easily understood. Armed with this knowledge, managers can plan their human resources strategies in order to achieve business objectives, for example by ensuring the business recruits the best-qualified staff, with suitable experience and who easily fit into the organisation’s culture.


One disadvantage of using Handy’s model is it may oversimplify complex cultural issues within an organisation. It may not be easy to classify an organisation’s culture, particularly during a period of change.










Hofstede


Hofstede suggests that organisational culture is the way in which staff members relate to each other, their work and the outside world compared with other business organisations, which can either help or hinder the business’s effectiveness.


The Hofstede Multi-Focus Model describes the different dimensions of a company’s culture and, considering each in turn, is a strategic tool for a firm to create a culture that will be most suited to achieving its mission, aims and objectives. The model includes two categories — six autonomous and two semi-autonomous dimensions.




Autonomous dimensions




	–  Organisational effectiveness: an organisation may be means-oriented or goal-oriented.


	–  Customer orientation: an organisation may be internally driven or externally driven.


	–  Control: an organisation may have a relaxed, easy-going culture or a strict culture.


	–  Focus: an organisation may have a local or a professional culture.


	–  Approachability: the culture of an organisation may be very open or very closed.


	–  Management/philosophy: an organisation may have an employee-oriented culture or a work-oriented culture.










Semi-autonomous dimensions




	–  Degree of acceptance of leadership style: this focuses on the extent to which staff feel the leadership style adopted by managers is closest to their preferences — the closer this chosen management style, the higher productivity and morale is likely to be.


	–  Degree of identification with organisation: this focuses on the extent to which staff can relate to the organisation and the activities associated with it.





Table 6 provides examples of the ways in which each autonomous element in Hofstede’s Multi-Focus Model can be applied.





Table 6 Hofstede’s Multi-Focus Model





	Dimension

	Example

	Approach










	Organisational effectiveness

	Meeting monthly sales targets in a car dealership

	Means-oriented approach: sales employees focus on carrying out tasks with minimal risk, e.g. contacting existing customers to enquire about upgrading their current vehicle. This may increase sales revenues, which clearly benefits the business.

Goal-oriented approach: employees are typically risk-takers, accepting objectives established by management and employing innovation to achieve such objectives, e.g. sale of additional extras to new customers such as alloy wheels. This also increases sales revenues.
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