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Teacher’s Introduction

This resource has been written to support the teaching and learning of AGA Advanced Level GCE in Business to be
first examined in fune 2017, 1t covers in depth the content required, pius key topic points and a variety of
learning opportunities to engage and develop student capabilities. Where relevant, key terms have been included
together with illustrations to support learning.

This resource supports the teaching of Section 3.10: Managing Strategic Change, which is part of the AGA
Advanced Level GCE in Business {7132}. It provides a detailed and accessible overview of the areas of study
stated within the specification.

This resource is intended to be used as a companion for teaching and, while extremely valuable, is not an
exhaustive list, s0 reading around the topic is recommended. Suggestions for additional resources are included
and additional source material referenced. While this companion focuses on content, a variety of learning styles
are catered for 1o help keep your students engaged and on task, At the end of each section are questions and
answers to test your students’ grasp of the content.

You can use the notes in this resource either as student preparation, as revision guidance or to supplement your
class teaching. The guestions in this resource include some guantitative analysis as these are skills now assessad
in the exam.

Retevant case studies are included to both hroaden and deepen student knowledge and bring a real-world flavour
to their learning.

Each topic is explained in full and accompanied by a series of questions and extended-learning opportunities,
which are designed to consolidate student understanding and hone their application, analytical and

evaluation skills. Mathematical practice opportunities are included where appropriate. Answers are provided for
each guestion.

The practice activities can be used to support the delivery of a lesson, be set as homework and/or be used by the
student during independent learning.
August 2023

20 adition ~ August 2023

L) p.11 - 'Hofstede’s national cultures’ removed from key points covered

® p.12 — Reference to Twitter workplace replaced with Spotify workplace

@ pp.13-14 — section removed: ‘Geert Hofstede’s National Cultures’

p.18-20 - content removed relating to functional, product based, regional and matrix siructures.
p.19 - questions 1 and 2 removed, guestion 3 renumbered and changed in the answers

p.29 —sections removed: 'Divorce of Ownership and Control’ and ‘Corporate governance'

p.32 — section renamed: The value of contingency planning and crisis management’

p.32 —section on crisis management added

& p.35-38 — answers updated to remove duplication of questions

& B8 & B

®

A web page containing oll the research task finks fisted in this resource is conveniently provided on ZigZayg
Education’s wehbsite ot zzed.uk /12324

You may find this helpful for occessing the websites rather than typing in each URL.
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3.10. Managing Strategic Chan

2.10.1. Managing change

Causes of and pressures for change

Businesses can change for a variety of reasons, from pure necessity {i.e. the fir
long-term strategy (e.g. leadership wants to grow the company’s market share)
these internal causes of change can include:

& new management, izadership or ownership, such as when a firm is taken ov
& new objectives set by management, e.g. to grow market share, expand ove
e new technology being implemented

®  changes to organisational structure

These will be relatively easy for the business to predict, and can, therefore, be
pressures for change can be less predictable.

External Pressures for Change

External factors, such as a change in consumer tastes, ca
demand. Asconsumers have bscome more conces
this has increased demand for Fairtrade
chocolate this encouraged Cadbuags

; nsumers became more
ake over Green & Blacks.A

Competition s

: & enlarged group are sold. This is usuaily to prevent a busi
Wil areas at the expense of other businesses and consumers, W
2004 it had to sell 33 of the latter’s stores, otherwise the Competition Commissio
deal. This was aimed at providing a fairer competitive environment for both com
some towns would have a Morrisons and a rebranded Safeway located close tog

The economic climate can present opportunities and threats. in a recession, a by

restructure, as a means to survive, if demand is falling. It will hold onto those p
help it survive. The recession can also present growth opportunities for busine

which increase in popularity as consumers’ disposable income falls, e.g. Poundial
increase business confidence and demand, which resuits in increased output ang

branches or factories.

incremental and Disruptive Change

All organisations change over fime; whether that
either an incremental change or a digw

need to look at the cont

planned or forced u

r increase demans
‘the treatment of sg

o businesses to merge or one to take over anoth

ge. We have looked at the pre

Incremental change is planned; a company controls how it evolves against a set ¢

usually measured by identified outcomes and criteria. This takes into account
graater plan to develop a market or break into a new market, or can be driven
a car manufacturer is aware that over a 10-year period they need to develop, 5
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technology improves, so fuel efficiency, aerodynamics, electronics and safety fe
designers will work constantly to improve features of the cars to be rolled out w

Disrupted change will be as a result of an unplanned external or internal force &
such as a completely new market model in an established business area. Netflix:
caused disruptive change when they offered a subscription service in the ‘
established video/film/DVD market. Because of this co Ty new way of
delivering the product, Blockbuster went out of b they could not
respond to the change quickly encu ‘ & part of the video
rental market,

Cne could & of Steve lobs forced change on Apple as they o
However, g e they had planned contingency for change, and being a
change com P&y themselves, they were grobably better suited than most to ha

Lewin’s force field analysis
This theory, developed by Kurt Lewin, a German-American psychologist, has bee§
management in business and the social sciences.

in business, whenever change is on the horizon, there are competing forces for
force for change may be an external factor and a restraining force against that cff
structure of the business. Before change can be implemented, management nee
mitigate against the restraining forces while harnessing and controliing the drivi

The equilibrium between these forces is the status quo — no movement towards o
change to be successful, the driving forces must overpower the restraining forces,:
weakened. Inan unplanned disruption change model nst change are oy

This can have a detrimental effect on
little, too iate is the response
for the impact of overw

as few or no resources 1o §
Sthe company goes under. Thus, a b
forces for change, and where possible hg

An analogy & sinking of the Titanic. Structurally the ship could not withstane
equipped to deal with a disaster — insufficient safety measures and not enough |
could not physically respond, even when it saw the iceberg looming. It was sim
In fact, by hitting the iceberg side on, the damage was increased and the ship we
impacted with the bow of the ship. So, it turned, too late, too slowly and weake

Lewin followed up his force field analysis with a three-step mode! for change. H
frozen position where the forces for and against change are in equilibrium and t
balanced state may serve a company for a while and allows for personne! within
routines they are comfortable with. However, when the forces for change and t
existing position and resistance to change, the company needs to ‘unfreeze’. Th
which systems, practices, processes and motivation need t

A ead to be motivated to stop res
is that people will return to their old
reezing’ the new practices into place to allow t

agenda and being impleme
stage of Lewin’sehanin

This has be zed as being too simplistic a model but it is useful to identify
Apple would argue that their whole business model is one of change and innovay
organisation certain factors will remain steady. Design and product innovation ¢
work environment and work practices that employees are familiar with. ‘
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The value of change
Companies that do not change are stagnating. The concept of ‘We've always do
for a business that does not realise the market forces affecting its bottom line,
approach to business can secure a place in the market for a company; but thisi
Making products in traditional ways does not mean marketing without the use
example. The physical product may stay the same as a unigue selling point, but §
approaches overseas markets, or new methods of ma r new methods o

implemented by an organ
. The ideal environment for cha
the necessity for change. Many moder

Change for change’s sake is not valuablg
defined objectives and a though)
areas of the company ‘

Companias may choose to change because within the business someone has id
waorking is no longer working efficiently. The valus of change here is, having ide
process improves it. Usually the flag for change is a fall in productivity or bottorg
sarmne no fonger increases profit than change is necessary.

A good case study on change management, implemented at 02 by change managg

Scotland, can be found here:
U http://www.systemsthinkingmethod.com/downioads/Vanguard-02-case;

—3.10.1a Article

in an interview with Harvard Business Review, Walm

for change ot Walmart {owners of ASDA in & hiw to implement th

Article extract:
‘As Walmart's sales =
The imp e

b stall, the board in 2014 tapped Doug
ng Walmart into the future without blowing t

is all about low prices. But is the convenience of online shop
than price? :

A: Low prices at Walmart are a given. Customers almost take that for gr
save time, and that goal is increasing in importance relative to just saviy
business today that’s successful purely on price. The old trade-off of ses
makes sense.

Q:  How do you ensure that the people leading your core business remaiy
i o §

resources go to the newsr, digital

%

Ar The people who run the ofder parts of our business must ofso hec
people live in yesterdoy while others live in tomorrgyy, And given the

»

perRg af vision, and we try to fearn from them. We're trying to hir
We've made acquisitions, and Um sure we’li do more. We're afso r

were in the past. We don't need to build everything on our own.

{Full article here: YD https://hbr.org/2017/03/we-need-peaple-to-

A Level Year 2 AQA Course Companion: 3.10: Managing Strategic Change {27 edition) Pag

COPYRIGHT
PROTECTED




—3%,10.18 Questions
1.

e

pe rtise was in high- tiri/et masmzf 103 marku: 3‘."

What were the mistakes United Leasing made? What changes could they

COPYRIGHT
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The value of a flexible organisation

2]

Flexible organisations include: ¢ restructuring
delayerirg

“nployment contrae
Wnic structures vs mechal
knowledge and information:

\istands that there is no one single way to be structu
anisation responds to external threats by adagting to me
Tmise efficiency and bottom line.

A flaxible o
another. A
practices to

Restructuring
The purpose behind restructuring is to improve efficiency and profitability.

Key term:

Orgonisational restructuring — The process by which a company changes how
could be by combining departments, or getting rid of departments. It can also
business is owned, e.g. going from private to public imited company ar simply
of the organisation.

A flexible organisation understands that what worked yesterday may not work t
change, a restructure may get rid of functions that are no r naeded or add
change in need.

tal departments and get rid of
aper industry is the Independent closing
00 jobs and the company will need to complet
ignificant organisational change is the fall in print advey
such as the Huffington Post and BuzzFeed that are online only

Examples in the print industry w
areas. One recent change |

What has
from organi

s

Delayering :
A company is often organised in hierarchical layers of increasing status as you m
Managing strategic implementation for more information on organisational strug
in essence — delayering means removing some layers from the organisation so t
between the top and the bottom of the company. This can be layers of manage
or senior managermnent level. This increases the autonomy of the iayer beneath §
implementing decisions from top to bottom. E

Flexible Employment Contracts

If a company is facing change, one of the issues to clarify mz
implement the change an organisation may need ext :
organisation will iook at a job needing to be i
a full-time, part-time or fixed-contrag
the most expensive answer

be the timeframe
iport, but fora Einnii\*?é
4 identify the terms of
get the job done. A full-tim
; and may not be the most efficient s
ation to meet their employment needs and ca

a full-time

Key term:
Zero hours contract — In a zero hours contract the employer is not obliged to sp
the employee is not obliged to work specific hours., 5
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These contracts can be useful to fill a temporary need for workers, such as are
additional labour at busy times or for specific functions. 1t can help to cover ab
workers. Alternatives such as employing agency workers can be expensive as f
When undergoing change a company may need specialist support for the life of
contracts are useful. Consultants can be employed for a period of a year or six
undertaken and then et go once the change has been implemented.

Crganic Structures vs Mechanistic
The traditional rigid hierarchy with defin
clearly defined and esach part
employ a more organi

nd lines of reporting is a m
: knows its role in the organisation
SHIC }“espcnds to the needs of the organisat
N one role and carry out tasks on an as-needed ba

Mechanistic structures Organ

Formal and more bureaucratic informal and more flexible

More likely to be resistant to change Open to change and see it

More autonomy down the
more collective

Less rigid working — more fl
to problems

informal communication an
collaboration :
ulture more of a g
“aid procedures :

Centralised and defined decision-making

Strict rules and regulations enforced

Formal lines of communication up and down

Fixed policies and procedures

Knowledge and informal
When implementing 8
about thei

ortant that peopls within the organisation
1ge. The very management of knowledge and info
may be wh 5 10 change for a company to become more efficient. Many
information agement within their organisation can be poor and is an effect
organisaticnal improvement,

However, information without supporting knowledge, analysis and interpretati
information is collected and distributed within a company will not of itself impr
knowledge to understand the implications of that information are not in place.
to employees without explaining what the data sets show. Managing knowledg
clear-cut than managing data and information. There is a lot of ‘tacit’ knowled
employees know how to manage tasks because they have been doing so for a |
knowledge requires a different sort of management system. Changes to struct
identify how that knowledge is captured and shared in case the change itself obly
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Information nformation ..

technology

Business
process

Information
management processes

ation Management Body of Knowi&%:i

The above mo

S

3 wledge areas an organisation needs to map agy
processes these areas. This model is useful for organisations lookinf
informatio logy and organisational knowledge. Managing these areas e
information across an organisation and retention of important areas of knowledg
making changes either structural or market-led. ‘

- 10, 0 Questions

1. Lovely Town Private School is facing competition from 2 new academy tha
since it opened three yvears ago. Previgusly the GCSE and A Level results |
the national average and local parents would pay to send their children to

directors and governors of the private school want to restructure and offe C@ PYR%@HT
international students and bring in more revenue. To do this they would r
foreign-language-speaking teachers and combine some departments to re PROTECTED

heads. They also need to employ a specialist educat]

consider hefore impl
turing and include the types of e
ear of operation under the new struct

What factors do the directors and g
the steps they should ta 5
use for this transiti

fages and three disadvantages of an organic structure{*ﬁ

3. How could you ensure that knowledge within an organisation is captured o
Think about product, systems, marketing and customer knowledge.

A Level Year 2 AQA Course Companion: 3.10: Managing Strategic Change {27 edition) Page




Barriers to change

§o3

X%
Kotter and Schlesinger

= four reasons for resistance to change

«  sixways of overcoming resistance to change

Schlesinger,” identified four reasc%

interest how the change affects them than how it might be necessary ‘f
the company. f

2. Misunderstanding ;
This is where the reasons for change have been poorly communicated and
the employee does not understand the need for change. Sometimes thisisy
change before any official announcements.

3. Low tolerance
This is the ‘We've always done it this way’ syndrome. The current way of we
offars stability to the employee. Change means uncertainty and learning ne\
employee resists as being uncomfortable and challenging.

4. Different assessments of the situation
As the change takes place the workfor
understand the rationale and
the change and will not

divided. Thereis the

stubbornly stick with their current w

Kotter and Wen identified six ways to overcome this resistance to ch
1. Educa communication
To counteract the possibility of misinformation and poor communication it
about the need for change before the change takes place. There are a varie
crucial factor. For people to absarb change they need time to process the |
reassurance as to how it will affect them. Examples of how this education ig
workers” councils, online training portals, or departmental meetings. :

2. Pariicipation and involvement :
if people feel they have ownership of change then they are more likely to efy

responsibilities to employees they are involved in the process of change. Th COPYRIGHT

PROTECTED

feedback included in the changes taking place. This makes good business s¢
likely to understand the impact of proposed changes on nrocedures, custon
directors as they are at the forefront of the com : rations.

loyees at different levels as
and a sense of having a contribution t
tiportant and it should be In a form that is easil

Working parties that are made un
representation forasm
Feedback to all ey

1 Entter, } P and Schlesinger, L A {1879) ‘Choosing strategies for change’
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3. Facilitation and support
lgnoring employee fears about job security or learning 1o use new technolo
change. By supporting the employees, the organisation can allay fears and
cooperation. Change can be frightening and employees may need support
the new direction needed.

4. HNegotiation
Often, for senior-level employees the chang
delayering, @ manager may no long
vociferous opponent to ¢
offered to compenrg:s

2 3

tin a loss of power,
r, status or even salary
3 equire some negotiation to appe
oyee or to persuade them to leave volunta
thent with bonuses. Alternatively, other positions m
ial incentives can be offered to shift the employee towar

to chang

5.  Co-opiation and manipulation
This tactic is often used when others have failed or negotiation may prove to
to change and reduce cosis in the process. Co-opting a resistant employee is
involved in the change process but in a nominal way. Their support is sought
role is not influential in the actual decision-making — more of a token invoive
This is useful when the person co-opted wields influence over others resistan
krnow what is happening, see the discussions and report back to others on pr
allowing involvement without direct influence over the change. Hts advantag
with the resistant empioyee you reduce the chances of them spreading negs
others, You also give them a status in their peer group as they are informed

6. Explicit and implicit coercion
This approach is used when time is very sk
risks total failure without makin
recruitment freezes, an
organisatian is

eneed for change is ¢r
n show in large-scale redu
ge freezes. Essentially it is a situatio
rtance than the welfare of the employees.

e 10

ABC Company wanis to introduce performance appraisal for their employees.
empioyees had a sit-down chat with their manager about thelr progress thaty
fearn to improve their job the next year. Salary increases, although fow {only 5
employee had no disciplinary actions on their work record.

Under the new system of appraisal, employees would be set targets to achieve :
salary increases depending on how well they met their targets. They would als
programme where they would have to attend training in at least three areas d

COPYRIGHT
PROTECTED

ABC are aware that some of their employees are less skiiled than others and th
flexibility of staff to work in other departments. They see the appraisal system
employees and increase their skill level

1. Discuss and explain why som foyees may resist the new appra

at ABC could implement to overcome this res

A Level Year 2 AQA Course Companion: 3.10: Managing Strategic Change {27 edition) Page




%.10.2. Managing organisational culture

The importance of organisational culture

he reasons for a
organisational cul

¥

Handy's task, role, power and person cult

e towhom employees are expected to speak regarding issues
e the procedures followed for decision-making

e where people are located within the business :
e the routines that are followed, including the type and frequency of meeﬁng;

®

the extent to which the grganisational structure is cbeyed regarding chain c

e the criteria which are used to aliow people to be part of an informal group 0

Business culture is important for a number of reasons, including:

s it influences whether a business can respond to external changes. For examp
successful business it became complacent and to some degree believed succ
It was ill-equipped to respond to increased competitic OVErseas car m
and early 2000.

Employee relationships are influe
work with each other an

siness culture. It will dictate
in harmony or not.

&

&

£ 5 influenced by the organisational culture, as th
= or decentralised. The level of employee participation is

delegation.

&

The leadership style adopted by the business is influenced by the organisatio
whether an autocratic or demaocratic approach, for exampie, is used and whey
their style or remain loyal to one type. If the culture is o use one particular s
satisfactory when the business operates in an unchanging market, but as cong
the experience and confidence to apply a different style to cope with it. '

&

in a them and us culture employees will be used to senior managers making
1o put forward their own ideas, when it could make a real difference to busin

COPYRIGHT
PROTECTED

&

At times change will be a requirement for most businesses. This can be very
which does not support change or allow for it ‘

e

“hich exists. Acuitk§

The success of the business is determined by the :
i rance suffering.

prevailing circumstances can result in b

A strong corporate culture ortant as it can be the difference bety
is not one cult : wrong. The internal and external conditions v
best for th :

A Level Year 2 AQA Course Companion: 3.10: Managing Strategic Change {27 edition) Page




Strong and Weak Cultures

The strength of a company’s culture can depend on a variety of factors, such as b

its organisational structure looks like, its public reputation and even how the bu:

two businesses are alike, and neither are the factors that determine their cuitureé

Strong culiure
Music streaming company, Spotify, has a thriving culture
10 be innovative, their mantra is growth. This fos
company whereby every employee can &
name for itseif as an employer th
employee-led innovatic

pirit within the

Weak culture

Car-hailing service Uber may be an extremely successful company, but its hierar(§
While the firm’s in-office staff may be motivated in a variety of ways, the taxi driy

flagship work) are employed as contractors. This means that drivers have fewer

directly by the company, potentially leading to loss of motivation. Drivers are un
any point either, meaning they get no direct contact with the business. This cany

high turnover of the workforce.

Energy provider BP is responsible for the 2010 Deepwater Horizon oil spill that o

Tony Haywood, the company's former chief executive, received significant critic
National Academy of Engineering (NAE]} claims that, rather than one person bein
weak culture that led to cost cutting and, eventually, this di
the financial costs of a process, the NAE suggests tha
measures from happening.

Charfes Handy's Four €,
Not all organisations gh

pes of organisation culture:

® role culture
e  task culture
e person cuiture

A power culture is usually found in small businesses. There is a powerful individ
small group who are dominant and make all key decisions. As they are at the he
the decisions made their influgnce spreads out to others with employees lookin
them for guidance on what to do. This culture can allow for guick decision-maki
does not develop employees o think independently and make their own decisio
the business expands those at the centre of decision-making may find they are n
longer able to cope due to the increased volume of work.

w. It is very much link
s which are prescribed int

A role culture tends to be implemented as
bursaucratlic system with employees b
description. Control over d
the prganisati ;
significant
whilst coo
with a role culture is considered predictable as employees do as they are told.

¢t deviated from. Rules and proceduras are

However, any unexpecied event can lead o the business being ill-eguipped to ¢ '

a role culture tends to be inflexible and does not allow for individual initiative to

problem solve, as those at the top of the hisrarchy determine the action to he fo

EnCourages emps

. Similarly, Google, has
e work-life balance and allows ﬁrr;

me commitments, Google is able to motivate its Wcr‘kforcef??E

aster. Though BP is
any’s culture wo

e culture, but different ones can be found in t

ind supervision of subordinates is bag

re. Communication is based on the chain of comma
and control radiates from the top of the hierarchy. An organy

A Level Year 2 AQA Course Companion: 3.10: Managing Strategic Change {27 edition) Page
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A task culture tends to be associated with a particular job or project. A project v
have a particular team and individuals are brought into them, as and when they
able to provide a required skill or understanding. The value of the individual is i
basad on their job title or age, but the value of the contribution made to the tsa
A task culture is empowering as individuals are given control over the way the
project is to be completed. However, making use of different types of experts ca
cause coordination probiems, if they are coming from dj departments, Z
branches, etc.

ere individuals share a similar
foups associated with specific professions,
Juhtancy They may work in groups to share their &
expertise, kg nisation is the means for them to further their expertise a
possibly care®5T Although groups can be recognised, individuals act independe
and believe they are superior to the organisation. This culture is effective in
organisations where independent working is a reguirement, such as hospital doc
but can be problematic if a more centralised approach is necessary, as individua
used to controlling what they do and how.

A person culture is evident in oy
educaticnal backgrou
including teg :

" Good to know!
The entrepreneurial culture was not classified by Charles Handy, but is one
initiative, encourages risk taking and sets both financial and quantitative goa
demonsirate their initiative the organisational structure is flat and flexible, t
over the ideas and decisions they implement. These types of organisations h
This can encourage employees to demonstrate their potent‘aal not only due t
will not be punished for the odd failure. However. |
even emploved if failure is on a regular basi

¥ Cuiture :
e through a multitude of factors, from the viewpo
ny 1o the type of product that the company sells or even thej
who use the products. :

influences on O

Ownership: the original owners of a company refusing to take a step back from
have a significant impact on the culture. Employees may feel anxious by the fee
Degending on the owners’ approach, however, employaes may feel more secure
ask the owner for assistance,

Key staff: recruitment and promotion of main roles, such as HR manager and ch A
culture of a company where targets and expectations are fed down the hierarch

Hours: companies must provide their employees with a minimum of 20 minutes
work, though this time does not have to be paid. So s tes choose to of
others pay their staff for breaks and aEEow more t utes. A business tha
more likely to motivate its employees 5

Maturs of the business
A firm that g8
warkforce good stories. An accountancy firm, on the other hand, may
and attentio etail. While this may relate to the goods a business sells rathe
true for most firms that happenings in one area of the business {e.g. goods prod

area (e.g. the overall company culture}. Z
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Changing Organisational Culture
The organisational structure is not static and can change over time for a number

2

following probltms

®

A new leader may be unhappy with the organisational culture and seelc to ch
familiar and believes will provide success. Adam Crozier became chief execut
about modernising it by increasing the levels of technology, changing workin
offices and making staff redundancies. Part of his strategy was to modernise
Eurcpean businesses, as the loss-making business ha
from one where industrial action was conefa

and employees were willing tow Hon with the leaders to reac

A merger or takeaver

ﬂempted to adopt a centralised decision-making approach at Ch
employee resentment within the latter,

The external environment can lead to an organisational culture changing, p
government and econemic growth influences. Ford was dominant in the ca
increased competition from Asian manufacturers revealed the business had
respond to market changes. Allan Mulally who was appointed as CEQ in 20
of the business, which at the fime was known or infighting and demonising
considered these key factors which influenced Ford's lack of competitivene
structure, so managers were able to stay on top of market changes and em
communicate openly with each other without fear of criticism,

in the 1980s onwards many UK businesses believed the way to improve pe
from a centralised crganisational culture to one that aliowed greater emplo

making radiated from the top of the hi
process, along with putting forwa

Employees may not understand the need for change, either due to the fear th
are used to the way things have been done and do not see anything wrong w
which is exhibited in the form of many meetings between union representatiy
and/or industrial action. The implementation of strategies required for chang

If the communication to employees regarding why change is necessary is not
commitment. Although they may give the signs that they will work according
they do not, thus resulting in the culture remaining unchanged.

If employee participation has not been part of the decision-malking process i E
change and how, it could lead to the strategies implemented for change failin
process and will not provide the required effort or com ent. :

source allocation
1 of other resources, which
fpdrtment. This can lead to their com

Changing the organisational culture may invo
some receive a lower level of fundi
those employeeas who are p
change lacking.

o change an organisational culture, possibiy for traini :
e difficult for those firms facing financial difficulties to find the

The organisational structure may in itself be a problem when changing the org
hierarchical with decisions made based on the role of people within it, employs
and us’ culture. Changing a culture to one where there is ermployee participati
daubt, as they may still believe that senior managers wish to control sach decis
not providing the required commitment and effort, as they doubt the integrity
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- 10,2 Questions

Achieving an A grade

The culture of a business should not be based on how it is described by others
{

the indicators which are noticeable. The existing cu one business mat

ingppropriate to another, but If it provides bu; s87 it s right in tx'aat%

Do not presume an orga can change quickly, as the ms,zzmasi
influence th :
The persor’8ETiating the change will have a significant influence on how othezsi&:
respected and tvusted this is likely to encourage the support of employees, w;
fmplement. ’

Remember how people communicate with each other, the decisions made ang
alf be influenced by its business culture. Ang form of change in the business w
winich exists and will determine the level of success achieved. :

Please write your answers on a separat ¥ or in on exercise b

1. Explain the difference be ulture and a role culture.
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%.10.3. Managing strategic implementation

s How to implement strategy effectively

«  The value of leadership in strategic implementa
»  The value of communication in strategic adon
«  Organisational structure: functicy

towards wirgg#e war. Unlike soldiers, employees at different levels of a com
orders” and s, as discussed earlier, there can be resistance to the battle plans.
without implementation; without action, strategy is just talk and nothing change

Key term:
Strutegic implementation — How an organisation manages its resources 1o a se
its overall objectives

Effective strategies are the ones that deliver results, measurable results against

Managing change is essential within a business, if it is to be carried out with the
stakeholders and effective use of resources at the right time. Any failure in man
could result in a business delaying the desired effect or not achieving it at all. Hé
the leadership of change, which is different from the

The value of leadership in stra
There is an old Turkish proverb
many organisations. Pg :
worker on

518" from the head down’ — and the sa
li speed a company to disaster far faster
, inversely, strong, focused leadership can implement
have the s ne whole organisation and achieve the desired results far g
a lower leve nieone within the organisation must be able to keep their eye G
a complex process and the job of leading is to always know how the pieces fit to
strategy. A strategy is only as good as the steps taken to achieve the ultimate gc
the potential to encounter resistance and a leader will have identified those pote:
ways around them.

When the motivation to impilement these steps falters, a leadsr will become inv :
importance of this strategy to the company’s survival. At each level of leadershi

desired result. So, a board of directors will agree on strategy and senior manage COPYRIGHT
and responsibility for each aspect of this strategy. They, in turn, will involve the
implementing the steps needed for the strategy to succeed. PROTECTED

The value of communications in strateg moeniation

across thei
agreed stan

in of restaurants. Before they can expand they need to b
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Strategy: improve customer service across a chain of restaurants:

Rationale: Falling customer numbers at 45% of the chain’s restaur

Cverall objective:

procedures,

customers on TripAdvisor and in questionnaires show &
performing very padly in comparison 1o others. '

5 atross the chain a

Strategy in more

1.

2.

3. Sat waiting time targets — for customers at the door, when sat down, bet
4. New uniform for staff to make clearer identity to customers

5. New waiting procedures — greeting, laying and clearing tables, etc.

6. New training programme for waiting and bar staff

Etc.

What do the employees need to know?

1.

ol

WHAT naw strategy is — improved customer service — measured by good T
customer numbers

WHAT effect on head office — new contracts with suppliess, negotiations ¢

WHEN — timeframe for changes

HOW this will be imp uniforms, training schedule, mee’m‘ngs§

cts — workforce customer-facing in all restaurants — but best ;:
restaurants. Head office personnel who negotiate contracts, chefs who desg

WHY the new strategy? Target for expansion — target for going public and
and bonuses — loss of earnings from 45% of chain portfolio in a competitiv
cipse the loss-making restaurants
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The importance of organisational structure in strategic imp
The structure of an organisation must meet iis strategic needs. Some organisatic
the global marketplace, while others are relatively small, working in a local or nati
organisation’s size or structure it must be fit for purpose; that is, meet the needs ¢
capable of responding quickly to change in a dynamic business erwironment {i.e. a

its structure if it needs to). Business structures are demonstrated using organisatics

Organisations are usually structured to meet thei
basad structure so that within an ov
product teams each acting as 2

sation the structure may be
centre. This allows the manufact
haole business portfolio. Fach product team
Sense of team identity. Again, new practices and pro
mplementing the strategy across the organisation. Z

praduct teay

Regional structures, where a company is organised into regional divisions which

areas, allow a company to be closer to their end user and differentiate according

mean countrywide, as in McDonald's” worldwide presence. In their case, there
that consider local religious and dietary requirements and preferences. What is

their franchise training methods, their expected customer service standards and.

to support their branches, whether McDonald’s owned or a franchise. Each outl
McDonald’s has established as being the maost efficient to ensure their delivery 3
implementing their growth strategy, one of the aspects they included was a unif

service; initially across the United States and then adapted to expand worldwide

However, in 2015 McDonald’s changed its organisational structure to betfer imp:

return on investment more closely. This was a strategic d
1. Control of operational activities is ¢

2. Regional operations,

various oL s are grouped by performance.

g objective. Ama

as a global hierarchy%

bined - 50 they no longer have U‘EA/\

ization, McDonald’s used performance as basis for the new d
structure: (a} U.S., (b) International Lead Markets, {c) High Growth Markets, an

high-growth markets account for 10% of revenues.’

Source: VD http://panmore.com/medonalds-organizational-structure-analysis

Corporate. The U.5. accounts for more than 40% of McDonald’s revenues, and §

3. The third organisational layer is functional — human resources, finance rry

control of the basic functions of the business.

The strategic implementation of this organisational change has sllowed McDona:

where they are making thelr profit and to intervene in specific areas that are un
performance targets. It allows them to set different timey
opposed to a high-growth market to deliver the e

As companies evolve so do their
common, more and mo

efficiency isive organisation adaptable to change.

nal structures and aithough a hierar
2 adopting a matrix structure as a strateg§
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Strategic advantages of matrix structures:
1. The project is staffed and implemented by employees who have been chos
particular functional area and is, therefore, more likely to be successfully co

2. The project takes on board a wide variety of employees with different spec
different decision-making thought grocesses, and so avoids the narrowness
of selecting personnel from only one or two functional aseas.

d within a specific d '
; financial budget. Thes
der and the team members.

3.  Projects are usually time-bound and must beg
restricted and must be completed v
motivational factors for b

g the new structure for McDonald’s as explained above — what
d;&advantages of this structure for strategic implermentation of change wit}

COPYRIGHT
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The value of network analysis in strategic implementation

+  Network analysis to include:
« understanding and interpreting network dia
¢ amendment of network diagrams
+ identifying the critical path ai :

Nature and Purpa Srk Analysis

Netwaork, o diralysis is @ method that managers usa in order to or
complex pry roject” being anything from launching a dothing line to in
such as over®liing a company’s computer operating systems or moving an entiy

laptops.

The ‘critical path” presents the key elements of a project that must be compiete(\?
the critical path falls behind, the entire project falls behind. :

Project managers use critical path analysis in order to identify each element, theé
the time that each should take to complete. Managers are then able to calculat
amount of time that each element should take without causing the project itself;

The overall goal of critical path analysis is to utilise the least resources {human a\
in the least amount of ime. :

Eaf[ie&%
Time;

must be reached before later
< nodes {to the right) can happen.

4

Activity label
C

Possible path
The EulwesAcommg frour:n each Activity time F’:) 3
node indicate a possible ‘path’

through the project — the next
activity that needs to happen.

Each acmvaty that must happen

ven a label i

8 and C ean happen simultaneously. So which do w
amnount of ight make sense to start the iongest activity, A, first. How
happen befg her activities can — so the critical path, which completes the pr
time, might dictate that we start with B or C. We will not know until we look at

In this exa
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Using Critical Paith Analysis
Let’s construct an example diagram based on making a cup of tea — start simplel:

The following information assumes that milk goes in the cup first then the sugar \A
same time: :

Activity letter Activity description vity takes to com
A Baoil kettle 3 minutes
B Pour milk ian 1 min
C - o 1 min
(5 : ugar* into cup 1 min
E r boiling water onto teabag 1 min
F Squeeze bag 1 min
& Serve 2 mins

Now iet’s transfer this data to g CPA diagram:

Here are all the nodes in the diagram
node. You boil the kettle at nod

Shodes. Every activityore
ailing at a different node. ‘

Step 1
Number th

s is not necessarily the exact order of activities — you just%
identificatio; :

COPYRIGHT
PROTECTED

Step 2
Add in lines these are the activities in your tea-mald
Remember three activities start at node 1,

The answer to this examp! on the next page.
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Answer to example:

Step 3

Add to the lines the name of the activity {we use letters to make the diagram ea~~:s

below the line. So /1 is ‘Bag in cup’ and takes one minute to execute.

Step 4

Now calculate the earliest start Hme (EST) of the project — we always assume thi

0 {zero), i you start at day 1 that would be wrong., We put it into the top right

To get the BST figure add the activity times:
Node 2 = 3 minutes = 0+3

Node 3 =1min=(0+1

Node 4 = 4 minutes = 0+3+1
Node 5 = 5 minutes = 0+3+1+1
Node 6 = 7 minutes = 0+3+1+1+2

Notice at node 4 the EST is four min

W minutes — you have to wait
&s waiting for the plaster to dry befo
ust have to wait for others to be done firs
: manager what is the earliest some project activities ¢
to arrive. It also gives a rough finish time if all goes well — in tb

completed before rmovin
with no water ¢
that kind of
plan for res
getacup of t
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Step 5

Now caiculate the LET or latest finish time. To make this calculation you need tt

diagram. LFT times go in the bottom right of the node. 5tart at node 6.

Node 6 = Task G must be completed by the 7" minute
NodeS=7-2=5
Noded=5-1=4
Node3=4-1=3
Node2=4-1=3

Node 1 = could have been 0 or 3 or 2 {we take 0 because we want the earliest tir

Step &
Now put both LFT and EST together:

1

Step 7
The critical path is the one with the EST and LFT the same. This means there m
activity before moving on to the next; if there are delays the
the critical activities are A, E, Fand G. Let’s go baq

ihe whole project
al pian and see

F Squeeze

¢ water onto teabag G Serve
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Tolal Fioat :
The total float of a task shows how much delay is available for it {i.e. whether it ¢
much time). The process of a ceramic vase manufacturer, for instance, might i
the vases ready for painting and glazing.

Cleaning

Finishing
aramics

Preparing kiln

2 hours

Total Float = Latest Finish Time (LFT) of task — Earbiest Start Time (E‘
The total float for preparing the kiln, therefore, can be ¢ A

Total Finat for Preparing the Kiin=6-3 -2

Total Float for Preparing the Kiin = 1 hour

The manufacturer has one hour of leeway when it comes to preparing the kiin,
may decide to begin preparing the kiln up to one h

* You may have gathered that the diagram does not have putting a teaba.
as a critical activity so obviously theve is some room for common sense
to the diagram. 5
o {f the kettle is late boiling then the whole project will be delayed, usually:

that needs to be completed before the rest of the project can move on.
of a shed needs to set befove the vest of the shed goes up.

* The critical patih is the longest voute through the diagram.

o Activities not on the critical path can be delayed and not affect the w
paint may not turn up on day 1, but it won't delay the finish time of
not needed until day 10. |

have started cie
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Advantages and Limitations of Using Critical Path Analysis

Advantages of Critical Path Analysis

Limitations

Used as a management planning tool, useful for
project based management.

Usefulness is limited |
operations; the diagra

identifies at what point in the project resources are
required — this includes perhaps skilled employe
participation, e.g. a painter cannot pal
plaster has dried. Knowing this
painter from being emg
around idig i

similar Bl

’ 1 and sitting
$5°if you have seen it or
esonTv.}

be a useful tool.

Requires good resour
diagram, for example
and does not arrive th
of the planning and p

Estimates 117 minimum completion time of the
project —which means that management can quote
for a job and give an estimate of the finish date.
Many building projects incur late finish penalties if
they are late, so a planning tool like this can avoid a
hafty fine.

Does not take into ac
delay the project, suc
putside of a house.

Management are able to let the client know if there is
a delay prior to it happening. If the critical path
activities are delayed at the start of the project then
management will be able to make useful decisions
based on that knowledge. if tasks are likely to be
delayed then management can move rescurces to try
to reduce the delay — for example getting the painter
in early to help with the plastering.

Reduces waste as management can
be wages saved from not havin
{the painter} or just hs :

May be useful as a gu :
flexible document it w
the project take piaceé
because of its rigidity.:
need to be constantly
companies do use CP
Sisantt charts.

Staff are suspicious of
use to micro manage
by. They may blame
use it as a scapegoat.

has successfully sold a car to a consumer.

b} Calculate the latest finish time for Node 6.

for her in relying on this method.

Please write your answers on a separate piece of paper or in an exercise book.

1. Ruth Maxton is a seller of used cars. The diagram below shows the tasks {§

J 4 hours

a} Calculate the earliest start times for Nodes 3 and 4.

2. Ruth Maxton regularty follows the critical path analysis highlighted in ques
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3.10.4. Problems with strategy and why strategies |

«  Difficulties of strategic decision-making a
«  Planned v emergent sirategy :
«  Reasons for strategic d

nting strategy

stons and implementing strategy, top level manage

egic process and how they communicate this with the rest o
or a science? Entrepreneurlai risk-taking organisations may favour the art appr
innovation as the driving force behind strategy. More conservative organisation
as a science, backed up by empirical research and supported by statistics. It will
culture of the company as to which approach is dominant. In either case a certa
mathematical tracking is required; a company must know if its strategy is delive

The communication of strategy brings its own difficulties. If an organisation is in
action, this knowledge may only be shared among senior management initially u
formulated. Tough decisions, such as redundancy and outiet closures, will not b
details have been carsfully identified as the resultant demotivation could cause |
When difficult and company-wide decisions need 1o e taken there will be a cert
at the outset, An organisation can expect resistance to change as identified prey
difficulty to any strategic decision. Implementing strategy,
middie management level.

. ries of choices. Inarapidly cha
approach would argue that business nee
is1s that without a reasonable period of fime no sty
as good pr oyees and investors become nervous if there is no clear d
measurable s. Flexibility should not abandon planning, but becoming too &
opens the organisation up to risk from competitive activity that is more flexible. &
be missed if they don't fit neatly into a strategy.

The commitment to a strategy o
proponents of a free-thirld
strategy. Thg

Ultimately it is a balance hetween keeping the organisation on track but not bel :
action 50 that you miss out on potential opportunities to increase profit and/or

Planned and emergent straltegy

Two very influential academics in the field of corporate strategy are Michael Por
they hold contrasting views on which is the better strategic approach. Porter fay
approach while Mintzberg favours emergent strategy.

inodel. This analy A
a market as determi
anging and so, in order to ach
nal factors. See overleaf for a reming

Firstly fet’s remind ourselves of Michael Porter’s ‘Fiv
next tevel: Porter describes the competitive
The structure of a dynamic market isg
have good information on
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Bargaining Power of
Market Suppliers

Threat of New Entrants
to the Market

Bargaining Power of
Market Buyers

Diogram: Porter’s Five Forces

By contrast, Mintzberg sees strategy as being an approach that evoives in respo
encounters as its trades. Itis a more responsive approach based upon an organ
learns what works or is not working.

Emergent strategy is a set of actions, or behavior, consistent over time, "a reali
expressly intended’ in the original planning of strategy. When a deliberate stral
matches the intended course of action. An emergent strategy develops when
actions that with time turn into a consistent pattern of pehavicr, regardless of
strategies provide the organization with a sense of purposeful direction.” Emerg
arganization is learning what works in practice. Mixing the deliberate and the
will help the organization to cantrol its course while engo ing the learning
pursue ... umbrelia strategies: the broad ou’chne i iate while the det
them’ (Mintzberg, 1994, p. 23-25; Hax . 17).

From Minizberg, H {1994}, The 2
Hax, A € and Mailuf, :
NI Prentice

Strategic Plonning. Mew York, NY: The
rategy Concept and Process, A Progmatic Appro

One could a at in the twenty-first century with the increase in communic
more fluid than they have ever been.

There are plenty of emergent strategy examples where a company started off i
a totally different product/idea or concept by responding to what the market sa
away strategic thinking or decision-making, but not to be too tied to the outco

Groupon founders started out as ThePoint.com, an online platform for petition
of causes. it atiracted a lot of press as users came up with some crazy ideas bu

advertising revenue o be sustainable. Howsver, some of the Point’s most suce COPYRIGHT
together in joint buying power and the founder began finding deals where they
bought the deal... and so Groupon was born, PROTECTED

The pharmaceutical industry is full of research and de;,
depression medication that had a side effeu that
cold medicine that kept putting pec

“nt strategies that
stopped smoking — it
ebranded and sold as a night-ti;

Emergent strategy has 2 & of planning but requires that strategists

according ty

However we getned a strategy, an organisation cannot guarantee that it will
have thair own strategiss that can throw an organisation off course. The busin
change, disaster, economic collapse in supplier countries, civil war, and politica
approach and analysing the industry they operate in no organisation can forese
even planned strategies need an element of contingency planning to mitigate ri
change in environment.
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The emergent strategy is more flexible but can be difficult to monitor and requires
that may not exist in highly structured organisations. This is where the personality
people at the top of an organisation will have significant influence. Most academi
strategy is crucial and that the style of that leadership will tend 1o influence which

Reasons for strategic drift

Sometimes a business gets it wrong and a strategy fails,
that the changes in its environment are small Iincross
strategy. Then, the changes become moy '
is strategic drift — a gap between
to make a radical s m’t;

nes resulting in t

Key term:
Strategic drift - When a business’s strategy cannot match its environment and
resulting in failure f

Strategic drift has four phases — the first is when small changes in the environme
matched by small changes in strategy; this is followed by a drift, followed by a st
its highest, and then, finally, the arganisation either makes radical changes to reg
fails. Small shifts in strategy will not work as you enter the drift phase as the ince
environment are accelerating and, to succeed, strategic changes must also accel;.i::s

Phase 1:
incremental Changs

Phase 2:
Strategic Drift

Phase 3:

i
1
: Flux

|

i 2
a\:é&.a\ cra®
i

%ﬂ‘ﬂ“oﬁm

3&(3‘-&%

Time :
So why would an organisation leave itself open to the possibility of strategic driﬂ%
that believes there is only one way to conduct business could be one reason. Ang
success 1o date; where a previously successful company sees no need to change
environment is another reason; perhaps aggressive competitive activity is regar
technological change as a passing fad. Sometimes senior; gement simply wi
change through stubbornness or clinging to tradit :

e B, V3 . 4 88 Questa

may cause the business environment to change &

ing previous learning on flexible organisations and structure, sugg.f'-::
could mitigate against strategic drift. 5
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Evaluating strategic performance
Whatever strategies an organisation puts into place they are ineffective if not e
associated with strategic drift is lack of awareness that strategic change is not k
change. To avoid this happening an organisation needs to follow a process of e

Initially it is important to set out the benchmarks for success. Broad strategies
and ineffective; they are also difficult objectives to achle\m £
strategic objectives needs to be SMART — specific
difficult in times of turbulent economic cha
changes, interest rates and exchan

Broad strategies th Uts in innovation, nevertheless, nead cmantif\,iE
measurad

Breaking into a new market, for example, will take investment, an outgoing cost
investment should be identified, e.g. recover investment in first 12 months and i
next 12 months, etc.

Strategists need to ask themselves, "What does success iock Hike?” if the implem;
what the outcomes should loold like they will be ineffective at implementation.

Cnce benchimarks are set they need to be constantly monitored. Built into any
points; checks on progress and plans to intervene if progress is not meeting exp
strategic plans fall apart. The business environment changes so rapidiy thata p
looking like a disaster by March, Blaming external factors will not set the plan b
organisation will have contingency in place and adapt to the changing circumst

When measuring performance against the benchmarks thet will be variance a

customers return, the long-term effect is a reduction in revenue which may nct
the company reputation is damaged. An actual example of this was in 2016 wh
refuse collection and street cleaning which had previously been cutsourced to

{See YD hitp./fwww.liverpoolecho.co.uk/news/liverpool-news/liverpooi-council-pre,

This was after numerous complaints by residents and poor managerment of the
previously been employed by the council. The result was an improvement in gu
savings aithough they have also increased the number of an-the-spot fines for |

Once strategic performance has been analysed, variances identified and weightin
must decide on a course of corrective action. A common failing is too little action
Traditionally business reviews its performance annually with reports to sharehold
times this annual review may not be timely enough. Esg Yorucial when imipl
mare ragular reviews are required and it may kis nesdedtogeth
- WiNg whai is happening. Syste
e action as so0n as a probliem is

Ry how the different stakeholders within a company might react to
overseas 1o reduce costs. Explain why at least three different stakeholde
what they might do about the plan.

2. Suggest three ways a company might evaluate its performance against st
technology. Expiain how T can support strategic evaluation.
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The value of strategic planning

(-2

»  Corporate strategic plans
«  Value of strategic planning

: arises the following:
5 and areas of development

A corporate plan is a written docum
¢ intsrnal and external bus!

e corporate nbject e strengths and areas of development iden

e them erm corporate strategies, which document how the cor

The corporate plan does not detail exactly what is to take place within each functic
for the whole business, which influences the functional areas. Each functional are
strategies based on the corporate plan. This ensures there is a common purpose §
functional area focuses on achieving the corporate objectives through their own ¢
coordination and cooperation between different functional divisions, as they work:
functional objectives and functional strategies require the support of other areas A

A corporate plan allows the business to identify the resources which are needed fa
and human relations. This can support any efforts to attract further financing, as t
direction it is to take and how it is to get there based on a clear understanding of ry
also the threats and opportunities that exist in the mariet. The corporate plan als
resources on a functional level, as any area which is proposing a strategy which do
wide approach will be required to review and amend thei n order to access

The corparate plan can also support d the managers of function
managers, as they discuss the y¢ 2 functional objectives and functiona
corporate plan provide: Hive point during these discussions to determi
ohbjectives siirategies are clearly aligned with the corporate ones.
this area w contributions should be working towards, thus prompting th

functional ol tives and functional strategies which are not conducive 1o the ¢o

Cnce the corporate plan and functicnal ones are in place they are neither set in
unchanged. The corporate plan should be reviewed on a regular basis and amen
changing circumstances and this should be replicated at the functional level. Thy
judge business performance. it can be used to assess whether the strategy has b
provides the mechanism to assess why. it may be the external ernwironment has '
business was unrealistic in setting the corporate objectives, for example. f the
basis strategies may be pursued which are no longer viable and do not allow the
achieved. Furthermore, without regular reviews a business may continue to inv
does not provide the medium to long-term benefits anticipated.

The Value of Strategic Planning

A corporate plan provides direction for : thess. it provides a comm

and functio as v role has valug, as it contributes to the business per
certain tha nent is secure, as measures are in place to develop the bu

The corporate plan provides the framework on which each functional area will s
may pursue their own personal goals, which are not to the benefit of the busine:
encourages communication between functional areas and with line manages, w
there has to be some coordinating between them for the agverali corporate plan
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it is not something which can be solely achieved by a board of directors or one p3
requires collaboration and cooperation. ;

The corporate plan encourages a business to analyse its strengths, weaknesses, &
reglistic corporate objectives and strategies are detailed.

A corporate plan cannot be rigid and once construct ather dust in the
change pver time.

A business operatin

gies are likely to remain relatively unchanged. So
oh a consistent basis, to ensure that the corporate objectived

Achieving an A grade
The degiree to which a corporate plan is of value will depend on whether th
strategies set ae vealistic when considering the internal and external influe
share similar external influences, why might the internal ones lead to differe
strategies? To what extent have the leaders’ attitudes, financial position or s;
for example, influenced the different approaches?

Do wnot fall into the trap that a company which does not

may exist in a market with very little competiti

one. However, there is a danger that “become complacent a

remain unchallenged, but in_ t leader can always be dethron

form of a plan. Ho of the business and time available may in

A corporate plan wmay be of little use to a business if 1t is not followed and
the decision-making of the functional areas. in these civcumstances it could
thirough the process of producing one, If it (s not to be used across the whol
leadership in place is no longer respected ov it has been poorly communicat,

organisational structure?

—310.4¢ Questions

i. OQutline the purpose of a corporate plan. {6}

2. Explain two benefits of a firm producing a

3. Explain two reasons why a busin i

4. Discuss the ext s should produce a corporate plan. {1
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The value of contingency planning and crisis management

+  Contingency planning »  Business
«  (risis management «  Successic
»  Risk mitigation '

Contingency planning is the anticipation g
decision of how 1o manage them

ess situations, emerge

“os most apply o them and which of these

se risk and probability assessmerty

trees (see 3.2}, to decid

15 pusiness owners understand that external factors
#gh not every factor applies to every business. Farmers
in the UK, for instance, are regularly affected by flooding and so must
prepare for this eventuality. Some years, a farm may have only recentiy

recovered from a previous flood before another arrives 1o cause
thousands of pounds’ worth of damage. Muitinational corporations that

own offices in locations around the world are susceptibie to a multitude
of disasters, such as earthguakes and volcano eruptions. In June 2016,
Alberta, Canada was hit by giant wildfires that forced more than 88,000
people out of their homes. Not only that, but it suspended most of the
businesses in the area, delivering a blow to the local economy.

IT systems failure: the majority of the world’s businesses, small to large,
are somehow entwinad with computers. A small-time café on your local

high street, for instance, will probably use a card reader inc¢

accept payment. Even Big fssue vendors can use
A UK marketing firm may offer its customer
such as PayPal or credit/debit ca
supported by the major b

. ystems will be
Stomers save their money.

iT systerns ay-to-day processes quick and painiess for the
business o any of these systems were to fall apart, however,
there would be trouble. Businesses, therefore, need backup plans for
this. The café, for example, can still take physical money, as can the Big
issue vendor. The marketing firm may have a greater problem with this
failure as many of its customers will probably be based abroad.

When it comes to 1T, system failure is not the only issue, but security breaches, t
Dropbox was hacked via a third-party application in 2014, losing nearly seven mij

a result. The company was able to stabilise iis systems and, in the end, return ses}:

highlights the real dangers for all businesses that deal with T on a daily basis.

Loss of key staff: no business wants to lose its key staff. A key member of staff c
managing director to a particular marketing executive who e sales to levels
member of staff might even be that IT manager wh ry business proce

A business needs to be ready for the s osing a key staff member. !r

incer. Steve lobs led Apple, Inc. tos
> the iPod and iMac to the MacBook, iPhone
G y; though one that would have had to prepare for if
rcame frue,

its most key staff member,
computing products 5

is surely a
visionary |
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Planning for Risk Mitigation
There are four main areas when it comes to risk mitigation:

&  Risk acceptance: this involves a business, usually a small one, accepting tha
risk is greater than the cost of the impact brought on by the risk.
¢  Risk avoidance: this is when a business decides to move away from a risk, p§
may remove its operations from one part of the world because of risk brou
firmn may stop producing a particular product be ; causing friction in
&  Risk limitation: when a business accepts thaid xists and then, rath 5
mitigate the effects of this rask An 2 1iwight be the T securityof a b
way to lessen the effects
e  Risk transfere

a business handing its risk tc sameone else

All of these r#ods of risk mitigation come into play when we talk about busim%a
succession planning.

Business Continuily
An important element of risk mitigation, business continuity ensures that a firm
soon as possibie following any disaster. A business continuity pian can help wit

Example of Business Continuity Plan for a Computer Manufacturer

Assess damage | Systems are temporarily shut down so that the analysis tea
caused by impact | have been affected. Other teams work offline in the mean
Company has various strategies aiready prepared in orde
Agree a strategy § types. Leadership discusses with key T personnel in order
for the situation.
Employees are notified of the sites

d delivered an ag
Any equipment or

Preparation

Succession Pian
This elem 3
help to thint
Charlesis n line to the throne and so has been in preparation for years, T
firm with a CEQ should have a clear line of succession; this may include an alrea
action as to how the company finds such a successor. A succession plan can he

Example of Succession Plan for a Perfume Business in Event
The business must already fully understand the role and str
Job description § therefore, what would be expected of the successor. This
change, too, so it is important for the CEO and firm's leads
Once the firm understands exactly what would be expecte
hunt for the successor, i.e. the person who would best fill ¢
company or external). This should begin as soon as possibi
of a successor now of years in the, :
The business shouid have mc
Decision and  { way, if one option

training choose froai

COPYRIGHT
PROTECTED

Find successor

e successor lined u
ravailable, there will still be o
ss can prepare each potential suc
wing, among other methods.

ane wnii eventually find out that the business has a ne
! beginning stages, it is most important to inform the compa
These people can then feed any essential information dow
Once the key staff are aware of the change, it is then impor
programmes necessary. it is possille, for example, that em
successor take on particular tasks of the previous CEQ. The &
strategies that everyone must follow. E

Preparation
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- 10,40 Questions
Please write your answers on g separate piece of poper or in an exercise hook.

1. Explain one reason why scenario planning is essential to a business.

2. Dysonis a designer and manufacturer of vacuums and hand driers, amon
The company’s production factaries are based ] jia. Completeab

COPYRIGHT
PROTECTED

A Level Year 2 AQA Course Companion: 3.10: Managing Strategic Change {27 edition) Page




Answers

.
3.10.1a
- w8 en 3y o Rk
1. External
s Competition from Amazon

= Growth of online shapping
s Change in consumer expectation

iternal:
Changes in staffing internally
Needing ditferent skil

% B B % %

raght pariner with others rather than do it themselvg

T

th a strategy to bring Walmart up to speed on i1

2. Threey tant forces to change internal to a company.
s Lack of training so employees feel cannot do new job

’ really means
al

vact of new tect
financial and 5

3.10.1b Questions
1. Lovely Town Private School
Facmrs:
® Is there sufficient demand for a new curriculum?
Would there be enough international students to make
Do they need hoarding facilities for the oversen
Will the unions need to be involved?

this work?

® ¥ B

Possibie steps - and others tha
»  Audit existing expertig
» ldentifvde
algs
® R¢
s s h links with overseas schools and education providers
¢«  Employment contracts - temporary 12 months for language teachers until
support - may also consider part-time as may not need them full-time
»  Education consultant on fixed-term contract

s

A7
a8

McDonale
Advanmges:
e  Organic structures would allow a more local service according to cultural &
e  Encourages innovation, such as new meunus and offerings, that may find a 18
»  Canadapt to the competition more quickly COPYRIGHT

Disadvantages: ) o ; PROTECTED

¢«  May lose the branding feel of it being a McDonald’s

e  Local managers notas well versed in the economni
wrong decision

#«  Loss of control for McDonald's

2

aking profit - frar;

3. (apturing and sharing

Internal systerns such as intranet - training courses online but.
intern: taining policies/proceduras can he added to with reports o
numbe eedback system for employess to request fraining. Systems an

by experts New processes ~ How diagrams freely available in staffrooms / newy
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3.10.14c¢

ABC Company performance appraisal for their employees

‘x« uon i perform - don't think their job can be

md 0 c@a‘ ~ frainis
I

en relations with their boss - worryg

ERIQY

aavar

3.10.3a
_'i( \/lf H"en N
anadvantag,es
¢  Grouping countries by performance an issue if enviropment changes

®»  Regional difference
¢«  Cultural and social

e  Still large groups so one size ch
e  Different pace of grow

Can decide where to put effort in for best return as have performance m

3.10.3b
1. a} Node3=4hours. Node 4 = 5 hours.
b} Node 6 =11 hours.

Z.  Reasons why Ruth Maxton should not rely on critical path analysis include {not
e (ritical path analysis locks only at the business’s predicted expenses. Hfane

will be set back.

e  Related to the previous point, once the process is set back, the diagram is no

e Ruth needs to have everything organised and ready to go exactly when the ¢
Ruth has not had time to organise everything becausssgie’s been busy sellin

e  (ritical path analysis can get complicated o}
most businesspeople.

h point the diagras
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3.10.4a

i. e Changes in country alliances, such as BREXIT

Changes in political leadership, such as TRUMP
Changes in economic strength, such as exchange rates
Affecting cost of raw materials or revenue from exports
New technologies, such as rise of apps and maobile use

& & ® 3

3

Countingency planning

Good research of factors
Incremental changes but abi
Regular feedback
Flexible strug

uilt into system of change
Stakeholders
nge to accommodate new ideas

® B & & B

3.10.4b ;
Local po i anger over job losses - local shareholders feeling the company hay
Shareholders wanting higher dividends may support it because they can see in
Employees angry about losing their jobs - forced /voluntary redundancy - or m
as business was not able to pay thern more ~ unions would react and get involv
as possible. Shareholders could try voting against the plan at AGM. Employee
might intervene to incentivise company to keep jobs local for fear of unemploy

[y

¥ pm;i‘* tfproduc torre

be taken qui

3.10.4¢c

pois

?’iur*ma he ﬁmctmnaﬁ dmsmno ob;
common purpose; achieving the ¢

A corpy
be mot

& S
the ackh

staff whu can see theu’ department hmctmnai $
nt of the corporate plan. Sharehelders may be confident
the business has a clear plan with strategies identified. It is based on the asses

s v as an PYVEY T Y Tk eremieiv g P R e 3 i 38 e
weaknesses, 50 any corporate objective and strategy should be vealistic, i the

(5]

@ risk if there is ¢ i
usiness o t’hiM through all possible eventualities, which means i
the continuity of the business being threatened. It gives employes
‘o smess is prepared for most °1tmf10n5. w}urh gams their full corpmitmentt
the event of an 1

=
-
5
o
=
f
it
]
frie
o
Z
o
¢
foc
-y
@

,.« i
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it

5
o
7

me buumes&:s waii never exp
elsewhere within it
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H

A

2. Example business continuity plan might be:
1. Assess why the Malaysian factories can no longer be
fixed. Ifit is more related to external factors,
eisewhere.

thout the Malaysian factories.

1, Dvson should he in communication with al

ia, Dyson may ne
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