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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 guide has been written with one goal in mind: to provide you with the ideal resource for your revision of the second year of the WJEC Eduqas Business A-level.


In your study of the subject you will look at business in a variety of contexts, small and large, national and global, service and manufacturing. This book covers the theme of Unit 4/Component 3: Business in a changing world.


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


The Questions & Answers section provides examples of stimulus materials and the various types of questions that you are likely to face: both structured and data response questions. The questions cover both WJEC A-level and WJEC Eduqas A-level Business. They also give explanations of command words that can be applied to any question with the same word. The answers are also explained in detail including the grades obtained.


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 you can apply your learning while the topic is still fresh in your mind, either during the course itself or when you have revised a topic in preparation for the examination. Along with the sample answers this should provide you with a sound basis for sitting your exams in Business.


Pre-existing knowledge


You will already have completed the first year of your course so you will have covered a large body of business theory. Your existing business knowledge and skills will need to be developed through an interest in the current news in terms of businesses you are familiar with, such as Apple and McDonald’s. Business is a subject that requires you to apply key terms to real businesses so an interest in businesses in the news will help you significantly to contextualise the theories. It is the really enjoyable part of the subject, and will assist you towards scoring highly in the exam.





Content Guidance



Change


Change is an act or process through which some aspect of the business becomes different. Managing change within a business is the approach used to overseeing a transitional stage within the business. The more planning and control a business has over change, the more likely it is to be a success.



Causes of change


Changes happen in business for many reasons, and these can be categorised into internal or external causes.


Internal causes of change


Changes caused by internal factors are those that take place within a business, including:





•  Changes in the size of the business. An expansion may be due to growth resulting from greater spending on production capacity. A reduction may be due to a change in the organisational structure, such as downsizing. Issues to address include communication, performance management, motivation and labour costs.



•  Changes in ownership, which can occur as a result of a merger or takeover by another business, or the growth of the business into a limited company or plc. Issues to address include role duplication, a culture clash and communication.



•  Poor business performance, such as low productivity, poor sales figures or lower than expected profits. Issues to address include resistance to change and changing the corporate strategy.



•  Changes in the workforce, such as the need to make redundancies due to a lower demand for the product. For example, in the winter of 2017, car sales fell by 12%.



•  Transformational leadership, such as a change in the business ethos following the appointment of a new chief executive. The issue to address is resistance to change.





External causes of change


Changes caused by external factors are those that take place outside of a business, including:





•  Changes in the market, such as new competitors taking market share from the business.



•  Political changes, such as the possible effects of Brexit on UK businesses.



•  Economic changes, such as the rise in interest rates to 0.5% in November 2017 partly due to increasing inflationary pressures such as the rise in consumer debt. Businesses such as banks will need to consider increasing the cost of their mortgages and the interest they pay to savers.



•  Social changes, such the growing focus on healthy lifestyles and the adoption of social media.



•  Technological changes, such as the development of electric cars and on-demand viewing of videos via smart televisions.



•  Environmental changes, such as the pressure on Western economies to move from fossil fuels to sustainable energy such as wind power.






Planned and unplanned changes


Planned changes are those for which the business has been able to consider carefully and create a strategy to reduce any risks and profit from any benefits. For example, the introduction of new technology would require planning in terms of staff numbers, staff training and the effects on the process of production.


Unplanned changes are those for which the business has little or no time to plan, or has made a conscious decision not to plan for. For example, the UK government’s sudden changes to the rules on diesel car emissions may mean car manufacturers are left with a significant amount of stock that is now of much less value. Governments try to avoid such unscheduled changes to allow businesses time to plan and reduce any negative impacts.


The effects of change on a business


Change will have an effect on how a business operates. It may need to:





•  Change production methods and equipment: for example, robots have revolutionised car production, reducing the number of staff undertaking tasks such as welding but requiring staff skilled in programming and maintaining the equipment. In this way, production moves from one that is labour intensive to one that is capital intensive, with an increase in productivity.



•  Develop new products: for example, new digital formats such as the Kindle for e-books has changed the way books are distributed. Businesses such as the bookseller Waterstones have had to adapt to these new products by developing a more sophisticated website and apps. Distribution has therefore been redefined by cutting down on physical shops and increasing the business’s online presence.



•  Meet new legal requirements: businesses often have to adapt to legislative changes, for example, changes in rates of taxation, health and safety requirements or legal requirements for selling products in different countries. In 2017, changes to the taxes paid by businesses on shops (known as business rates), meant many smaller retailers had to move premises to reduce costs in order to simply survive.



•  Retrain the workforce: when products alter significantly, or the business has to adapt to new technology, staff will need to learn new skills.



•  Look for new markets: many businesses look to grow through expansion into new markets. This can often include looking at overseas markets, for example Apple’s attempts to sell its iPhone in India and China.






The importance of managing change effectively


It is important for a business to adapt to and manage change for a number of reasons:





•  Maintaining competitiveness: in response to change, a business will need to ensure it is still more effective in its market or industry than other competitors. This can be achieved by minimising costs and/or by becoming highly differentiated from others in the market.



•  Increasing productivity: changes in the production process or how workers are motivated can be a successful way of managing change. Recent research by the University of Lincoln found that increasing pay for low-paid workers can raise productivity by up to 15% — businesses that change their pay and rewards structure could benefit from such an approach.



•  Improving financial performance: as a result of change, a business may need to address financial issues in the short term in order to become more competitive and successful in the longer term.



•  Managing stakeholders: employees may need to be retrained or made redundant, and shareholders may have to be prepared to receive lower dividends in order for the business to finance any change.





J. Storey’s approach to managing change


Business professor John Storey developed what he saw as a more humane approach to managing change, which emphasised the commitment of staff rather than just compliance. His approach has four elements:





1  Beliefs: Storey believed that the human resource, the people in a business, are the most important factor of production. Where staff can be encouraged to be committed to change by ensuring they have the right skills, capabilities and are treated as a valuable asset, Storey believed this would make the change less risky and have more chance of success.



2  Strategic qualities: managing human resources requires the attention of senior managers due to the dynamic nature of change. In other words, change is not always predictable and to manage it successfully needs a combination of planning and the ability to innovate quickly.



3  Role of line managers: there need to be strong links between employees and their line managers on a day-to-day basis.



4  Key levers: culture is more important than procedures and systems because it reduces the risks of conflicts within the business. Consensus on organisational beliefs and values between employees and managers is essential to ensuring the business is sufficiently flexible and committed to the change.





By successfully combining these four elements, Storey believed a business would have the skills and qualities needed to minimise the impact of any negative aspects of change, and would be able to enhance the positive impacts to create a competitive advantage.
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Exam tip


Remember that change can be perceived differently by different stakeholders. For the higher mark questions, you will need to identify and evaluate up to eight stakeholders to gain all the available marks.
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Resistance to change and ways of removing this


People naturally resist change, but there are ways in which a business can overcome this:





•  Organisational culture: for a change to be successful, a business needs to make sure its staff understand the reasons for the changes and allow them to take ownership of the process.



•  Size of organisation: successful change in large organisations will rely on the ability of middle managers to communicate and consult, find compromises on the changes taking place and consider the costs of the changes on the financial and other objectives of the business.



•  Time and speed of change: if changes are done slowly and incrementally (one step at a time), it is more likely that the majority of staff will understand and take ownership of the changes. However, the risk with this approach is that it may have more costs associated with it, which could cancel out any competitive advantage that drove the change in the first place. Alternatively, changes can be made very fast in a disruptive manner. The business may gain a competitive advantage from this approach, but the risks of being unsuccessful are much higher.



•  Managing resistance to change includes managers educating staff and communicating to them the reasons for the change. The aim is to get staff to understand and take responsibility for the change, thus helping to make it successful. However, this approach relies on staff having high levels of trust in their managers.



•  The role of leadership: different styles of leadership can help create a smoother transition to change. Democratic leadership, for example, will attempt to involve all employees in deciding that the change is necessary, and will ask them to take active responsibility for making difficult choices while the change is undertaken.





Lewin’s three-step process for dealing with resistance to change


Lewin’s change model attempts to overcome the resistance employees have to change by encouraging them to let go of old working patterns, organisational behaviours and structures. He believed employees resisted change because they felt safe with the current situation, which Lewin describes as ‘stable’. His model encourages employees to change by showing them, as far as possible, what benefits the change will bring them.


Lewin’s model is shown in Figure 1. It comprises three steps:





•  Unfreeze: employees recognise that the business is going to start the change process and the business needs to deal with their emotions such as denial, impatience and doubt. The business needs to fully disclose the changes about to take place. Clear communication will result in employees being more willing to accept change and let go of old behaviours. This is achieved by allowing employees to play a constructive and active role in the change process.



•  Change: implementing the change needs to be done within a short period of time in order to make the change process successful. Allowing a longer period runs the risk of employees hanging on to old approaches and being more likely to be resistant to the change. By implementing the change within a short time, employees will be more aware of the importance of the change and be more likely to adopt the changes.



•  Refreeze: after the change has been completed, there is a risk that employees will revert back to old processes and working habits. To avoid this the business should evaluate, monitor and make adjustments to the change process, where necessary. Once things have stabilised, employees will begin to embrace the positives of the change leading to a successful outcome.
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How the management of change can be evaluated


The management of change can be evaluated by examining various indicators after the change, including:





•  Sales revenue: has there been a rise in the number of sales? Higher sales may indicate that changes, for example in the product or product quality or in levels of customer service, have been successful.



•  Productivity: are staff more productive? An increase in productivity decreases unit costs and increases potential profit margins.



•  Labour turnover: has the level of staff leaving the organisation over a period of time reduced compared to the pre-change situation?



•  Customer service: have levels of customer satisfaction increased?



•  Change objectives: have the targets set regarding the change process and its required outcomes been met or exceeded?



•  Profits and market share/growth: have profits or market share increased? Increased profits are usually the ultimate prize for successful change. This may have been preceded by increases in market share or growth. Although, profits may not yet have followed suit, possibly due to costs spent on achieving growth such as opening new stores and marketing.



•  Dividend payments: has a dividend payment been made to shareholders? Increased profits mean shareholders are more likely to receive a dividend payment, another sign of successful change management.
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Knowledge check 1


Give a reason why some businesses have to deal with a lot more regular changes than others.
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Evaluating the importance of change and its impact on a business and its stakeholders


The key issue with most changes is getting staff to embrace and commit to their successful implementation. Change can increase productivity and staff satisfaction, leading to greater customer satisfaction, increased sales and ultimately greater profit. However, some employees may resist change, which can lead to demotivation, lower productivity and conflict. Managing this resistance using approaches such as Lewin’s change model could aid the business in resolving any conflicts and ensure employees feel part of the process.


Change can improve employee productivity through the introduction of new processes, such as automation or improved quality procedures, resulting in less rework. Staff may also be more motivated due to improvements in customer service. However, productivity is likely to reduce temporarily while the changes are being implemented and embedded. For example, automation may suffer from technical problems initially.


Some changes, such as the decision to outsource a department, can lead to damaged relationships between the company and its employees, and can ultimately have a negative effect on the company’s reputation in the workforce. Others, such as promoting employees internally or adding new departments by hiring fresh talent, can strengthen and widen the company’s relationships. At times it may be impossible to save a business without severing ties with certain employees.


Change initiatives are generally implemented for the good of a business, but the results of change can be unpredictable. While most organisational changes are brought about after considerable research and discussion, it is still possible for a business to be worse off after a change.
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Exam tip


An exam question is likely to ask you to relate other business issues to change such as a merger or new businesses entering the market. A good answer will bring together a range of factors with a recommendation as to how the change can be managed successfully.
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Summary


After studying this topic, you should be able to:





•  explain the causes of change in a business and distinguish between internal and external causes of change, and planned and unplanned change



•  explain the effects of change on the business and the importance of managing change effectively, including J. Storey’s four different approaches



•  explain why there may be resistance to change and ways of removing resistance including Lewin’s three-step process, changes in organisational culture and the role of leadership



•  explain how the management of change can be evaluated



•  evaluate the importance of change and its impact on a business and its stakeholders
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Risk management


Identifying key risks


Risks can include:





•  Natural disasters such as earthquakes or floods, which can have devastating effects on businesses locally. For national chains, the loss of income from, say, the Keswick Costa coffee shop in the Lake District matters little, but for a local independent business the impact may be terminal.



•  IT systems or equipment failures which result in customers and the business being unable to complete transactions. For example, in 2016, HSBC bank’s IT system failed to make 275,000 individual payments, leaving customers without money over a bank holiday period.



•  Employee error such as exposing the business to significant losses due to negligent work. For example, a failure to follow cyber-security recommendations and upgrade old computer systems left the NHS vulnerable to a ‘ransomware attack’ in 2017, which infected thousands of NHS computers.



•  Supply problems such as not being able to obtain raw materials for the production process.



•  Economic factors such as changes in interest rates, inflation or exchange rates.



•  Legal challenges such as the ongoing patent claim for $400 million made by Samsung against Apple in 2017.



•  Public relations and product failures such as the Windows Phone, which lost Microsoft billions of dollars between its launch in 2010 and demise in 2017.



•  Loss of key staff such as a chief executive or technical experts in the business. In the past, technical experts could be brought in from overseas if the skills were lacking in Britain — the Brexit vote may make this more difficult in future.





The likelihood of risk


Some risks are more likely to occur than others. For example, the risk of IT systems failing or losing key staff are an inevitable part of any business. The risk of a legal challenge, however, is much less likely for most businesses.


The likelihood of particular risks for a business will vary depending on factors such as geographical location, the market or industry the business operates in, whether the business exports and/or imports goods, its level of investment in capital and the skills of its staff.


The size of the possible risk and its potential financial loss to the business will affect the decision as to how much, if anything, should be spent on preventing the risk. For example, the costs of maintaining procedural and back-up systems for an IT business such as Google will be very high, but the risk of losing customers and its reputation will far outweigh this.
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Exam tip


The range of potential risks can be different when considering the short, medium and long-term strategies of the business. Include these discussions in your evaluation of an issue to score higher marks.
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The importance of risk assessment


To identify a risk related to a situation, a business will undertake a risk assessment which will look at the risks faced, the potential cost to the business and the probability of the risk occurring.


Risk assessments are important because they help to:





•  identify issues that could cause physical or financial harm to the business, including specific risk factors



•  analyse and evaluate the risk associated with the potential harm



•  determine appropriate ways to eliminate, reduce or control the risk so that its impact on the business is managed as effectively as possible





Preventative actions a business can take to reduce/avoid risks


Certain risks can be avoided or reduced by taking preventative action, including:
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