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Introduction
The 19 topics in these teacher notes match the topics in the workbook for AQA A2 Business 

Studies Unit 3: Strategies for Success. Each section of the workbook is designed to complement 

the learning process taking place in the classroom. You must decide whether to be guided by 

the workbook or to use it when it corresponds to your own teaching programme.

Each topic is preceded by summary notes which are intended to reinforce learning and to prompt 

students when responding to the questions set. Most questions are designed not to reflect the 

structure of a real-life examination, but rather to help students to develop skills that will help 

them in their examinations.

These notes are designed to be helpful but not fully comprehensive in their coverage. They 

include some guidance about what to expect from the students’ responses, although you might 

expect different and/or more detailed answers from your students.

In order to provide more comprehensive responses, students should be encouraged to use their 

class notes, textbooks and other relevant sources.

Functional objectives and strategies

Using objectives and strategies
1 Survival; profit maximisation; x% growth in sales revenue.
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2 Marketing: increasing sales of a new product to users of an existing product.

 Finance: improving profit margins by minimising costs.

 Operations: increasing capacity by expanding the number of sites.

 HR: recruiting more staff and improving training provision. 

3 Marketing: offering lower prices to existing customers when renewing contracts.

 Finance: buying materials in bulk to secure maximum price discounts.

 Operations: introducing 24-hour production to help just-in-time supply to customers.

 HR: drawing up individual training plans for each employee. 

4 Specific, measured, agreed (or achievable), realistic and timed. 

5 Corporate aim/objective Functional objective

 Increase consumer loyalty Delegate more responsibility

 Improve employee morale Recycle 25% more materials

 Improve environmental performance Open 15 new stores

 Achieve 10% growth in revenue Close down all loss-making branches

 Increase profit margin by 15% Improve levels of customer service

 Increase market share by 4% Keep prices 5% below closest competitor

 Survive! Freeze prices but cut costs by 15%

Financial strategies and accounts
Understanding financial objectives

1 ●  Achieving cost minimisation through reduced raw material costs may mean that the 

business is buying lower-quality materials. This may lower the quality of the finished 

product and hence lead to reduced sales revenue.
 ●  Lowering wage costs to achieve cost minimisation may mean that the workforce becomes 

demoralised. This can lead to problems such as a higher labour turnover, absenteeism and 

lower labour productivity.

2 When trying to compare its performance with a competitor (or its own performance in a 

previous year).

3 Corporate objectives; resources available; human resources and their skills.

4 ●  Political factors: political upheaval in a country is likely to create uncertainty and reduce 

the potential to make profit.
 ● Economic factors: a recession will probably lead to reduced sales levels and lower profits.
 ●  Environmental changes: these may require a business to purchase more expensive raw 

materials, thus lowering profit expectations (although this action may increase sales 

revenue).
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Using financial data to measure and assess 
performance

1 Assets are those items that are owned by an organisation. Liabilities are the debts owed by 

an organisation to suppliers, shareholders, investors or customers. Equity represents the funds 

provided by the owners, in order to set up the business and fund expansion and the purchase 

of non-current assets.

2 Non-current assets = £181 million (140 + 41)

 Total current assets = £178 million (105 + 33 + 40)

 Net current assets = £90 million (178 – 88)

 Net assets (net worth) = £146 million (181 + 90 – 125)

 Total equity = £146 million (60 + 86)

 Capital employed = £271 million (181 + 90)

3 ●  Assessing the value of the business. Adding non-current assets to working capital allows 

analysts to assess the overall wealth of the business and thus decide whether it is over- or 

undervalued, according to its share price.

 ●  Identifying the company’s liquidity position. This shows whether the business is likely to 

get into short-term financial difficulties and face problems in paying its payables.
 ●  Showing sources of capital. By showing the level of borrowed money, the balance sheet 

indicates the financial strength of the business along with its vulnerability to high rates of 

interest. It also allows potential investors to assess whether to lend additional money.

4 ●  Time. Assets are eroded over time, particularly if they are used constantly, so a business 

must estimate the expected lifetime of its assets in order to calculate the level of deprecia-

tion each year. Because it is the useful lifetime of an asset that is the important factor, a 

business may need to take into account technological development in estimating the 

lifetime of an asset.

 ●  Use. An asset that is constantly used will tend to wear out more quickly. Therefore, the 

level of use will be a major influence on the speed at which an asset depreciates.

5 Liquidity is the ability to convert an asset into any form (usually cash) without loss or delay.

6 Failure to control inventory levels, leading to high levels of current assets in the form of 

inventory; seasonal sales that lead to shortages of revenue at certain times of the year.

7 To satisfy legal requirements, as laid down in laws such as the Companies Acts; to assist 

managers in reviewing progress towards targets during the course of the year; to allow profit 

comparisons to be made between different firms and within firms.

 8 a Gross profit is sales revenue minus the cost of sales:

   £98,050 – (£14,200 + £28,000) = £98,050 – £42,200 = £55,850

 b  Operating profit is revenue earned from everyday trading activities minus the cost of 

carrying out these activities, i.e. gross profit minus overheads:

   £55,850 – (£11,350 + £27,910) = £55,850 – £39,260 = £16,590
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 9 a earnings per share = profit for the period = £480,000 = £0.60 (60p)

  number of shares 800,000

  b  retained profit = profit for year – total paid in dividends = £480,000 – £200,000 = 

£280,000

Interpreting published accounts
1 Ratio analysis is a method of assessing a firm’s financial situation by comparing two sets of 

linked data.

2 An inter-firm comparison is a comparison between different firms, e.g. comparing one firm’s 

finances with those of a rival firm. An intra-firm comparison is a comparison within the firm, 

e.g. assessing the relative efficiency of different divisions or branches of the firm.

3 a ROCE (%) = operating profit × 100
    total equity + non-current liabilities

   = (£65m/£252m) × 100 = 25.8%

 b current ratio = current assets : current liabilities

   = 92:50 = 1.84:1

 c acid test ratio = liquid assets : current liabilities (liquid assets are current assets – stock)

   = (92 – 35):50 = 57:50 = 1.14:1

 d gearing (%) =  non-current liabilities × 100
    total equity + non-current liabilities

   = £23m × 100
 

=
 £23m × 100 = 9.1%

    (£229m + £23m)    £252m

 e asset turnover = revenue

    net assets

   = £825m/£229m = 3.6

 f inventory (stock) turnover = cost of goods sold

    average inventories held

   = £321m/£35m = 9.2

 g receivables collection period (receivables days) = receivables × 365
    revenue

   = (£33m/£825m) × 365 = 15 days

 h payables collection period (payables days) =  payables × 365
    cost of sales

   = (£50m/£321m) × 365 = 57 days

 i dividend per share (p) = total dividends

    number of issued ordinary shares

   = £16m/80m = 20p per share

 j dividend yield (%) = ordinary share dividend (p) × 100
    current market price (p)

   = (20p/200p) × 100 = 10%
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4 The ROCE indicates that Company X is earning a high level of profit. Its current ratio is within 

the recommended levels and the acid test ratio is slightly high. This suggests that Company 

X should hold lower levels of cash or debtors but slightly more inventory. The gearing ratio 

is very low, suggesting that it would be easy to borrow money if necessary. Arguably the major 

concern is the length of time that it takes to pay its payables. The inventory turnover is quite 

low, although this will depend on the nature of Company X’s product.

5  Ratio Company concern

 Current ratio  Shareholders believe that they can get better rewards from 
a bank.

 Payables days Directors are worried about repaying non-current liabilities. 

  Inventory turnover The company is accused of delaying payments to its suppliers.

 Dividend yield  The finance director is worried about the level of net current 
assets.

 Gearing ratio The directors believe the company is struggling to sell its stock.

6  Ratio Company concern

 ROCE (%) Shareholders want to receive more profit.

 Receivables days  The business cannot meet its debts without relying on sales of 

inventory.

 Asset turnover  The company is worried that its customers may be delaying 

payments.

 Dividend per share  The finance director is worried about the business’s profitability.

 Acid test ratio  The directors want to use the company’s wealth to earn more 

revenue.

Selecting financial strategies
1 ‘A sale of assets’ takes place when finance is raised by disposing of an item that the business 

owns, usually a fixed non-current that is no longer needed. ‘Sale and leaseback’ occurs when 

a company raises money by selling an asset, but continues to use that asset by making regular 

lease payments to the new owner. 

2 a  Sale of assets. This will dispose of the loss-making branch of the business. At the same 

time, it will give the business a lump sum of money that it can use to open a shop in a 

profitable location.

 b  Debentures. The business will only pay interest on this long-term loan. Eventually the 

profits will be high enough to put money aside to repay the loan after 15+ years. The 

timing of the rewards for the patent matches the requirements of a debenture.

 c  Sale and leaseback. The sale of the asset will give the business the large sum of money 

that it needs to finance the building of the new factories. At the same time the ‘leaseback’ 

allows it to carry on using its existing factory, although it will need to pay rent.
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 d  Retained profit. This is the cheapest form of finance and is available to the business in this 

case.

 e  Ordinary share capital. This is a major expansion, so a lot of money will be needed. It is 

ideally suited to share capital, which does not need to be repaid. The share issue should 

attract shareholders because of the business’s reputation.

 f  Bank overdraft. The cash will only be needed for the part of the year when sales are low. 

When sales recover, the overdraft can be paid off, minimising interest charges.

3 A profit centre is an identifiable part of an organisation for which both revenue and costs 

(and thus profit) can be calculated.

4 To improve efficiency by allowing an organisation to identify the parts that are operating most 

profitably, and to enable other divisions to learn from these strengths; to motivate staff by 

giving them targets to achieve and a sense of recognition on achieving those targets.

 5 ●  Reduced wages might lead to low morale and higher levels of absenteeism and staff 

turnover. These will increase costs of production.

  ●  Cutting marketing may lead to a reduction in sales revenue as customers cut back on 

purchases. The loss in revenue may be greater than the reduction in costs, thus lowering 

profit.

Making investment decisions
1 Investment appraisal is a scientific approach to investment decision making that investigates 

the expected financial returns on an investment, in order to assist the company in its choices.

2 Payback period = 2 + 10/15 years = 2.67 years or 2 years and 8 months.

3 Average rate of return is given by:

 annual return = (60m – 40m)/4 = £5m per annum

 average rate of return (%) = (£5m/£40m) × 100 = 12.5%

4 Net present value = ((40) × 1) + (15 × 0.952) + (15 × 0.907) + (15 × 0.864) + (15 × 0.823) 

= (40) + 14.28 + 13.605 + 12.96 + 12.345 = £13.19 million

5 Payback of 2.67 years is usually acceptable, although the project only lasts for 4 years and so 

there is a slight risk. The average rate of return is acceptable as it is above the return offered 

by a bank savings account. The net present value is significantly positive, relative to the £40 

million needed for the project. Overall all three measures support the investment.

 6 ●  The cost of a large-scale project such as a new location is difficult to forecast, especially if 

such a project has never been undertaken before.

  ●  Changes in the market may lead to increased or decreased demand. There may also be 

shortages or surpluses of materials that can dramatically affect forecasts of costs and 

revenue. These events will change the predicted return of the new location.

 7 ●  A company focusing on aims such as social responsibility, the welfare of its workforce and 

its reputation for quality will not just focus on the financial results of an investment 

appraisal. It will want to consider the impact that the new location has on the welfare of 

its existing workers. 

AQA A2 BS U3 TN.indd   6AQA A2 BS U3 TN.indd   6 04/09/2009   10:3704/09/2009   10:37



Student Workbook Teach er Notes

7AQA A2 Business Studies

  ●  The environmental impact of the project may be important. Old factories may be inefficient 

users of energy, so a new location may help the environment, but not if the new factory is 

built on a greenfield site.

  ●  A high-profile new building may enhance the image of a business, but equally it may cause 

adverse publicity if it is seen to be affecting other stakeholders in an unfavourable way. 

Such issues need to be considered alongside the quantitative factors.

Marketing strategies
Understanding marketing objectives

1 The correct order is: corporate aims, corporate objectives, marketing aims, marketing objec-

tives, marketing strategy.

2 Increase market share by 6% within 2 years; achieve sales revenue of £34 million this 

financial year; improve the level of ‘repeat purchases’ by 15% next month.

3 This may lead to a lack of coordination within the business, as the marketing department’s 

strategy will not be consistent with the other functional areas and the business as a whole. 

Consequently, the marketing strategies are likely to fail.

 4 ●  Clear objectives will allow the retailer to assess whether it has succeeded. By comparing 

the actual outcome with the target (e.g. a given level of sales), success or failure can be 

ascertained.

  ●  Clear objectives may motivate the retailer’s workforce, particularly if workers are rewarded 

for their ability to achieve their targets. These rewards do not necessarily have to be 

financial.

 5 a  Two possible causes are:

    ●  A low-price strategy by the computer manufacturer. This has led to sales volume 

exceeding the original target. However, the sales value has fallen below the objective 

set, possibly because the higher sales volume has been offset by a price freeze for the 

products sold.

    ●  Competition. The actions of competitors can have a major impact on the sales of a 

business and therefore its ability to hit its marketing objectives. In this case the computer 

manufacturer was expecting high sales growth from new products. However, this was 

not achieved, possibly because a competitor introduced a new product of its own.

  b Two possible implications are:

    ●  Financial difficulties because the business was expecting to use its higher sales revenue 

and the profit from new products in order to support other new ventures, such as the 

opening of a new factory.

    ●  Damage to the business’s reputation. This might hit sales as consumers lose faith in the 

business or it may lead to higher staff turnover if workers become concerned about their 

future in the business.
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Analysing markets and marketing
 1  a, b and c See the diagram below.
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  d ●  The forecast in c may be incorrect because there appears to be a slight seasonal variation 

(an increase in quarter 4 each year). This would affect the accuracy of the trend line.

    ●  Although it has been reasonably consistent, there are slight variations in the trend and 

external factors may change, leading to a different trend in 2014.

 2 a See the diagram below. The answers to b and c can be read off this scatter diagram.
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  b Approximately £700,000.

  c Approximately £80,000.
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  d  The line of best fit suggests these two figures, but the level of correlation is not perfect and 

most of the actual points are away from the line of best fit. This suggests that any predic-

tion is likely to have a level of error. The line drawn shows linear correlation, but a curved 

line may be more appropriate.

Selecting marketing strategies
1 Existing product/existing market: Morrisons increasing its market share in the UK in 2009, 

through changes to its marketing strategy.

 Product development: Microsoft replacing Windows XP with Vista.

 Market development: Nintendo aiming the Wii console at older consumers.

 Diversification: Samsung shifting from producing microchips to focusing on electronic 

products such as televisions and refrigerators.

2 Two risks are:

 ●  Cultural differences. If a furniture maker does not recognise cultural differences when 

dealing with people from other businesses, it may alienate potential customers. The 

company needs to learn about expected behaviour and standard business practices in other 

countries.

 ●  Operational factors, such as documentation, delivery and knowing the best dimensions for 

furniture in different countries, can all make international marketing more complex.

Developing and implementing marketing plans
1 A marketing plan is a statement of the organisation’s current marketing position and future 

strategies and a detailed examination of the tactics that it will use to achieve its objectives.

2 An audit or SWOT analysis; marketing objectives; agreed marketing strategies; the marketing 

budget; details of the marketing mix.

 3  ●  Planning brings clear objectives and gives direction to the staff involved. This helps to keep 

staff motivated, especially if they are given responsibility for a particular objective.

  ●  Continual review of the marketing plan enables the firm to consider any developments in 

the marketplace or external changes, and thus to make modifications to the plan, where 

appropriate or necessary.

Operational strategies
Understanding operational objectives

1 A key measure of the performance of the operations function of a business is the unit cost of 

production. Consequently, cost reductions can help the department to achieve its main 

objective.
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2  Innovation brings in new products, processes and ideas. These can all give a USP to the 

business, enabling it to gain a competitive advantage over its competitors.

3 Benefit: reducing inventory/stock saves costs as less space is needed and there is less chance 

of wastage, damage or obsolescence.

 Problem: low inventory levels can lead to ‘stock-outs’ where customer demand is not met. In 

the short term this can lead to fewer sales, but there may be more serious long-term repercus-

sions as brand loyalty is lost.

4 50% cut in carbon footprint; 100% use of recycled paper; reduce waste by 25%.

5 Basingstoke Basins exceeded its targets on customer satisfaction, customer complaints, the 

punctuality of its orders and the percentage of materials recycled. In all four cases its perform-

ance was noticeably better than its objectives. These targets are mainly focused on meeting 

the needs of customers, so the company is likely to have improved its reputation for good 

service among customers.

 It failed to meet its targets on wastage, weekly output and unit costs of production. These 

failures indicate that there are weaknesses in the efficiency of production, which are 

compounded by high wastage. Although these issues are not affecting customer service, they 

are leading to higher costs and thus may reduce Basingstoke Basins’ competitiveness.

 Overall the company has performed well, particularly if its focus is on quality rather than 

low cost.

6 Basingstoke Basins appears to be performing very well in terms of its level of customer 

complaints, punctuality and recycling. Its customer satisfaction rating is almost as high as the 

market leader. Therefore, it should focus on other areas of its operations. Arguably, its greatest 

weakness appears to be in wastage. If it can cut its waste, it can also cut its costs (another 

area to improve), achieving two targets at once. Its weekly output per head is also disap-

pointing, so it needs to concentrate on improving its productivity. This will also allow it to 

reduce costs, enabling it to compete on the basis of both quality/customer service and low 

cost.

Operational strategies: scale and resource mix
1 Possible economies of scale are:

 ●  Technical economies. A stationery producer will be able to afford expensive technology 

that will lead to quicker and more accurate production. New computer facilities can 

improve ordering and reduce lead times.

 ●  Purchasing. The stationery producer can buy its paper and other materials in bulk, enabling 

it to lower costs per unit. This will help it to undercut the prices of smaller rivals (or it can 

match their prices and earn a higher profit margin on its stationery).
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2 Possible diseconomies of scale are:

 ●  Coordination. As the producer grows, it becomes more difficult to control the activities of 

different managers. This problem is particularly likely to arise if the producer owns a 

number of different factories or outlets. 

 ●  Communication. In a large company there may be too many layers of hierarchy or a wide 

span of control, both of which can impair the effectiveness of communication. A lack of 

feedback may mean that employees are not aware of their performance.

3 a  Commencing at 1 unit of output and ending at 6 units of output the final column reads: 

260 – 166 – 130 – 126 – 146 – 176.

 b 4 units.

4  Two factors are:

 ●  The business’s finances. Capital equipment is expensive to install, so a firm with low profits 

or cash-flow difficulties may not be able to afford capital-intensive methods.

 ●  The nature of the product. Usually, capital-intensive methods are more suited to large-scale 

production of standardised products; labour-intensive methods are more suited to one-off, 

unique products or services.

Operational strategies: innovation
 1 Innovation is the successful exploitation of new ideas. Research and development (R&D) is 

the scientific investigation necessary to discover new products or manufacturing processes, 

and the procedures necessary to ensure that these new products and processes are suited to 

the needs of the market.

 2 ●  It might enable the clothing manufacturer to improve quality and durability: these are 

features that might help to sell some clothes.

  ●  It can help a clothes manufacturer to increase price, through the creation of a USP, and 

hence achieve higher added value on its range.

 3 ●  Innovation and R&D spending may encourage rivals to undertake similar activities and 

thus negate any benefits achieved from new developments or improved efficiency. The 

clothing industry relies on creating USPs.

  ●  There is no guarantee that innovation and R&D expenditure will lead to new products and 

processes. This uncertainty can mean that high levels of spending have no corresponding 

revenue set against them.

4 Pharmaceuticals; computer hardware and software; defence equipment manufacturers.

5 Three factors influencing the level of innovation are:

  ●  The corporate culture. Businesses with a risk-taking or enterprise culture are much more 

likely to spend money on innovation in order to introduce new products. A more bureau-

cratic organisation will find it difficult to justify spending money on innovation, as the 

outcomes are uncertain.
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  ●  Finance. Innovation is expensive and cannot guarantee results. Therefore, in times of 

financial difficulty, firms are likely to cut back on it, while in times of wealth, more money 

can be put towards it in the hope of future success.

  ●  Consumers. Innovation will only succeed if consumer tastes can be satisfied. Therefore, in 

a market where consumer tastes are constantly changing, innovation is more likely to yield 

successful results.

Operational strategies: location
 1 The least-cost site is the business location that allows a firm to minimise its costs and hence 

its selling price.

 2 Raw materials.

 3 Three factors influencing the international location of a car manufacturer are:

  ●  The market. In most countries, consumers have some loyalty to locally produced cars. By 

locating in a specific country, a car manufacturer should be able to increase sales.

  ●  Government intervention. A car manufacturer may be relatively footloose and therefore 

will benefit from government assistance. A government offering high levels of assistance 

may be able to persuade the car manufacturer to locate in its country as a base from which 

to supply neighbouring countries. This was a factor in Toyota’s decision to locate in the 

UK.

  ●  Protection. To avoid tariff barriers, a car producer may locate in a country that is within a 

free trade area (such as the EU). If it remains outside this geographical area, it will need 

to pay higher taxes on products sold within the EU.

 4 External economies of scale are the benefits gained by a firm, regardless of its size, as a result 

of being part of a concentrated industry that is based in one location.

 5 If a country introduces trade barriers, it may encourage multinational firms to locate factories 

within that country, in order to avoid the barriers that the business would face if it tried to 

export products from another country into the country with the protectionist policies. 

Many US and Japanese companies locate in countries such as the UK in order to avoid EU 

protection barriers.

 6 Two qualitative factors influencing where to locate a business are:

  ●  The physical attractiveness of the region. A geographically attractive area may help a 

business to attract workers more easily.

  ●  Cultural facilities in the area, such as theatres. A location such as London offers a much 

wider range of theatres, museums, parks and other attractions, again appealing to workers 

and the managers who make the strategic decisions.
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Operational strategies: lean production
 1 The critical path is the sequence of activities in a project that must be completed on time, in 

order to prevent any delay in the overall completion of the project.

 2 ●  Critical path analysis (CPA) allows an airline to improve its competitiveness by reducing 

the turnaround time at an airport. This means that aircraft spend more time in the air, 

earning money, rather than being on the ground where they are not helping the business 

to make a profit.

  ●  CPA also enables airlines to plan their scheduling and use of resources, such as aircraft and 

crew members, in order to maximise the efficiency of their assets. This again reduces costs.

 3 ●  CPA encourages businesses to focus on speed of completion of the project and therefore it 

can reduce customer service and quality. For example, airlines save time by not allocating 

seats to customers, so boarding the plane is much less relaxing for customers.

  ●  CPA can encourage rigidities in projects. By giving exact times for each activity, the airline 

may lack flexibility when faced with external factors that lead to delays, as all of its 

resources are fully utilised elsewhere. 
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 The critical path is B – E – G – H (19 days).

5 If C increases from 5 days to 12 days, the time taken to complete path A – C – F – H increases 

from 15 days (sub-critical) to 22 days (critical). Thus A – C – F – H becomes the new critical 

path. 

6 Just-in-time is an approach that organises operations so that items of inventory (stock) arrive 

at the point of time when they are needed for production or sale.

7 Just-in-time means that businesses only hold low levels of stock. This saves on storage costs 

and reduces the possibility of stock being damaged or becoming out of date.

 Kaizen groups lead to greater empowerment of workers. This can act as a major motivator 

for workers, for whom the jobs become more varied and interesting. Suggestions made by 

the groups also improve quality and reduce costs by identifying new methods.
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Human resource strategies
Understanding HR objectives and strategies

1 Matching workforce skills to the requirements of the business; minimising labour cost; main-

taining good employer/employee relations. 

2 Internal: financial constraints or strength may affect HR objectives relating to the provision 

of staff training and development, by either limiting the budget available or providing 

increased resources to support it.

 External: economic factors, such as rising unemployment, may lead to a fall in the demand 

for a firm’s products and services but may make it easier for the business to recruit workers 

at lower wages.

3 ‘Hard’ human resource management treats employees as a resource to be monitored and used 

in as efficient a way as possible so that the organisation achieves its overall aims. It looks at 

issues such as workforce planning to ensure that labour supply matches demand. ‘Soft’ human 

resource management treats employees as valuable assets to be developed so that the firm 

and the individual reach their maximum potential. 

 4 ●  Close monitoring can help the HR department to identify potential problems at an early 

stage. This will allow remedial action to be taken before the problem becomes too serious.

  ●  In some cases the workers may be carrying out a routine job and not be motivated by 

intrinsic factors. An autocratic approach may be more suited here.

 5 ●  Employees today expect to be involved and to contribute to decision making and hence 

will prefer a soft approach. This is particularly the case for employees who are more 

educated and skilled. Consequently, the workforce will be more motivated and productive.

  ●  There will be lower labour turnover, enabling the firm to reduce recruitment costs and 

avoid periods of labour shortage or training expenses for new staff. 

Developing and implementing workforce plans
1 Workforce planning is the method by which a business forecasts how many and what type of 

employees it needs now and in the future, and matches the right type of employees to the 

needs of the business. It is an important part of the overall strategic plan and is one of the 

central activities of HRM. 

2 Setting HR objectives; forecasting the future demand for labour; identifying gaps between 

the current workforce and the workforce needed in the future; developing strategies to fill 

those gaps through recruitment, selection and training.

3 ●  If the organisation’s corporate objectives change, this is likely to lead to changes in the 

workforce plans, particularly if the corporate plan involves expansion or contraction. 

 ●  The financial position of the organisation and the budget available for recruitment and 

training will determine whether the organisation is able to fund the workforce plan.
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 ●  An increase in competition may cause demand to fall, thus leaving the firm with an over-

supply of employees — the workforce plan may be affected and redundancy notices issued. 

4 Introducing training programmes or retraining existing employees can ensure that there are 

appropriately qualified staff within the firm, meeting the needs of the workforce plan. 

 Good training provision will also attract more external candidates, making it easier to meet 

any targets for recruitment. In both cases, efficiency targets can also be assisted.

5 Good employer/employee relations will help the effectiveness of workforce planning because 

they will encourage two-way communication and active support for the workforce plan. The 

employees can also advise on the feasibility of certain elements of the workforce plan. 

6 The workforce plan will help the business to ensure that the number of employees in the 

workforce matches the projected changes in sales volume. Estimating the skills that will be 

needed will enable the firm to introduce an appropriate training programme. 

Competitive organisational structures
1 Advantage of centralisation: consistent policies on marketing and production mean greater 

control and standardisation of procedures. 

 Disadvantage of centralisation: the manager of a local branch may have far better knowledge 

of customers’ needs but has little input into the decision-making process. 

2 Advantage of decentralisation: it gives greater responsibility to the workers at lower levels, 

so it increases their motivation and enjoyment of their job, potentially increasing productivity.

 Disadvantage of decentralisation: the local branches may become too narrowly focused and 

lose sight of external developments and opportunities beyond the focus of the existing 

product range or local branch, thus losing competitiveness.

3 Delayering is the removal of one or more layers of hierarchy from the management structure. 

Reasons include: by eliminating a level of management, the organisation can reduce its wage 

bill and save money; it gives scope for subordinates to take more responsibility and so may 

motivate staff, reducing absenteeism and labour turnover. 

4 Core employees; the contractual fringe; the flexible or contingent workforce. 

5 The organisation is able to respond more quickly to market conditions by expanding or 

contracting capacity through adding to or reducing the number of temporary/contingent 

workers.

 The skills of the workforce can be adapted to short-term needs by using the contractual fringe 

to provide specialist skills for the time that those skills are needed. However, once the need 

has been met, the firm does not need to use and pay them further.

6  ●  The business will be dependent on other organisations and agencies outside of its direct 

control, so it may have less direct control over the quality of activities taking place. 

 ●  If a company is downsizing and focusing on core activities, there may be less opportunity 

for future expansion as skills and experience previously held by employees may be perma-

nently lost. 
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7 Outsourcing means using sources outside a business to undertake functions that used to be 

done internally by that business, e.g. hiring marketing consultants and using call centres or 

market research agencies.

Effective employer/employee relations
1 Advantage: if employees feel involved, they are likely to be more motivated, which may result 

in lower labour turnover, less absenteeism and increased productivity. 

 Disadvantage: as more people, with different perspectives, become involved, the decision-

making process becomes slower and it becomes more difficult to reach a consensus. 

2 A works council involves committees of management and workforce representatives meeting 

to discuss issues such as training and working practices. Its role is to look ahead at company 

plans and to provide an opportunity to consult, and gain ideas from, the shop floor. 

3 Two functions of unions are:

 ●  negotiation/collective bargaining — union representatives discuss with management and 

negotiate settlements on behalf of their members

 ●  representation — a union represents individual union members when they have problems 

at work, such as handling complaints concerning discrimination and representing them at 

industrial tribunals 

4 Strike; overtime ban; work-to-rule.

5 ACAS has three roles: advising employers and employees on industrial disputes (advice); 

trying to reconcile their differences and reach an agreement (conciliation); and settling the 

dispute (arbitration — which can occur only if both sides agree to this power).

 © Philip Allan Updates 2009

ISBN  978-1-4441-0425-7

All rights reserved; no part of this publication may be reproduced, stored in a retrieval system, or transmitted, 
in any form or by any means, electronic, mechanical, photocopying, recording or otherwise without either the 
prior written permission of Philip Allan Updates or a licence permitting restricted copying in the United Kingdom 
issued by the Copyright Licensing Agency Ltd, Saffron House, 6–10 Kirby Street, London, EC1N 8TS.

Hachette UK’s policy is to use papers that are natural, renewable and recyclable products and made from wood 
grown in sustainable forests. The logging and manufacturing processes are expected to conform to the envi-
ronmental regulations of the country of origin.

AQA A2 BS U3 TN.indd   16AQA A2 BS U3 TN.indd   16 04/09/2009   10:3704/09/2009   10:37


