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   9.1  Introduction 
 ‘The only thing that is constant in life is change.’ Although these words were 
written around 2500 years ago by the Greek philosopher Heraclitus, they are as 
true today as they were then, especially in the world of business. For example, 
imagine the type of motor vehicle you will be driving in 20 years. It might look 
like the futuristic car shown below. You might even be able to take to the sky 
if there is a traffi c jam. The motor vehicle industry has to effectively manage 
change due to  dwindling oil supplies, stricter pollution controls, greater safety 
requirements and broader recycling legislation. Businesses only survive in today’s 
highly  unpredictable business environment if they effectively manage change. 
Businesses that embrace change will profi t; businesses that resist change will be 
left behind.   

    CHAPTER 9

Management and change  

 BizFACT 
  With many car manufacturers 
investing in some sort of vehicle 
autonomy, driverless cars could 
be around sooner than you think. 
For example, in 2017 Fiat Chrysler 
Automobiles (FCA) joined BMW 
Group, Intel and Mobileye to develop 
an autonomous driving platform for 
other car manufacturers to use. The 
partnership allows the companies 
to draw on each other’s individual 
capabilities and resources.  

   FIGURE 9.1  Could this be the type of motor vehicle you will be driving in the future? 
Technology is constantly changing. So too is the world of business. Responding positively to 
these changes is often a recipe for long-term survival, because well managed changes can 
become the foundation for future growth and success. 
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  9.2  What is organisational change? 
 In Australia, over the past decade, there has been extensive and unprecedented 
change in the business environment. There is every indication that the pace of 
change will intensify during this decade. The prevailing attitude in business today 
can be summed up as follows: ‘There is only one constant in business and that is 
change.’ 

 To help guarantee the long-term survival of the business, managers must respond 
to these changes. Hoping that the changes will either go away or have no impact 
on their business is a recipe for disaster. Managers also fi nd it frustrating to learn 
that as soon as they adjust to one change in the business environment, they must 
readjust to accommodate another. Some managers are fearful of change, seeing it 
as a destructive force. Others perceive change as an opportunity for creativity and 
openly embrace it. 

   Change   is any alteration in the internal or external environments; for example, 
change in consumer tastes, change in production methods, change in markets or 
products sold, or change in how employees perform their tasks. It could also be a 
change to the way things are perceived, or new ways of dealing with problems. In 
response to these changes, many organisations have undergone organisational 
change: the adoption of a new idea or behaviour resulting in a difference in the 
form or operation of an organisation over time. The organisation may have modi-
fi ed its corporate culture, implemented new organisational structures, recruited 
employees with new skills or developed different work practices. 

 The rapidly increasing pace of change threatens to overwhelm many busi-
nesses. Adapting to change forced by the external environment is never easy for a 
business. 

 While change may be the most daunting challenge confronting management, 
the  rewards are great for those who are prepared to accept the challenge and 
not only react to change but also initiate and manage it. 

  9.2.1  Managing change 
 As profi table opportunities can arise from change, it must be considered a 
fundamental aspect of a business’s strategic planning. The ability to manage and, in 
many cases, embrace and adapt to change will increasingly determine a business’s 
competitive advantage and survival. Successful managers are the ones who 
anticipate and adjust to changing circumstances rather than being passively swept 
along or, worse still, caught unprepared. Such people are   proactive   rather than 
 reactive  . 

 The crucial management issue is  how  to manage change to make it as productive 
as possible, using it to renew and strengthen the business (see the following Snap-
shot). However, to be constructive, change must occur at a pace at which it can be 
absorbed and integrated by the business. 

 Also, all changes should be thoroughly evaluated to assess their overall impact. 
Poorly managed changes normally result in employee resistance, tension, anxiety, 
lost productivity and, ultimately, decreased profi ts. Managing change is especially 
diffi cult when the pace and nature of change is largely beyond the control of the 
manager. 

 Change entails risk and requires sound leadership skills and responsive man-
agement structures. The long-term survival of any business depends on the ability 
of its managers to scan the environment, predict future trends and exploit change. 
While change may be the most daunting challenge confronting management, the 
rewards are great for those who are prepared to accept the challenge.   

 BizWORD 
  Change   is any alteration in the 
internal or external environments.  

 BizWORD 
  To be   proactive   is to initiate change 
rather than simply to react to events.  

  To be   reactive   is to wait for a change 
to occur and then respond to it.  
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Case study: Oxfam — how a leader should manage change

Dr Helen Szoke is the Chief Executive of Oxfam Australia and a leader and advocate 
in the fields of foreign aid, international development, human rights, and gender and 
race discrimination. With a career spanning the not-for-profit and public sectors, 
Helen has led Oxfam Australia and its staff of hundreds through several major change 
processes since taking the helm of the organisation three years ago.

In the lead-up to her keynote address at the 2016 Not-For-Profit People 
Conference in November, we spoke to Helen about leading teams through 
transformative change — the highs, the lows, and what you can learn from one 
of Australia’s leading international aid and development NGOs to apply to your 
organisation’s change processes.

Hi Helen, thanks for chatting with us! Oxfam has continued 
to engage staff and achieve organisational goals through a 
great deal of change in recent years. What are the changes the 
organisation has faced in your time as CEO?
Oxfam is part of a global confederation, which basically means that not only are we 
adapting for our own market, we’re actually fitting in with what we’re trying to do 
globally.

So it means that any change process is multi-dimensional, it’s usually multi-time 
zone, and the drivers of change are sometimes drivers that we have to respond to 
rather than ones we make for ourselves.

I’ve seen change at a number of levels. We have massively improved planning 
processes to address the business cycle of the organisation and allow people time to 
know what is being asked of them.

We’ve also seen big changes in delegation, mandates and accountability. Each 
member of the leadership group now works hard at reducing the transaction costs by 
pushing decision-making down to the action level.

Another major change has seen us now focusing on leadership capability and 
supporting our middle managers — the culture holders of the group — to build their 
capability.

SNAPSHOT

❛ . . . change is a part of 
our lives — it’s not an 
end in itself.❜

FIGURE 9.2 Effective managers need to be proactive in dealing with change.
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And what are some of the main things you did to lead your staff 
through those changes?
There are some very concrete things that we have to continue to do.

The first thing is to ask: ‘Why do we need change?’ What is the end point that 
is actually going to increase our impact as an organisation, and how is the change 
we’re going to take you through going to enhance that?

The second is constant communication. I might have the responsibility for running 
a change process — it’s one of the most important things I’m doing. But the staff 
who are impacted by the change process, the most important thing they’re doing 
is delivering services, doing monitoring and evaluation, doing financial reports, or 
whatever the case may be. So there is the principle that you have to keep reinforcing 
communication on why and how, and what we’re doing.

The third thing is to be sufficiently vigilant about the process you’re using to enact 
change, and that you’re actually living up to your own values. Things like making sure 
there’s equity, there’s not an unconscious bias in the process, that people are well-
supported to give their best contribution to whatever new role might be coming up, 
and so on. That’s really critical.

The fourth thing is to actually do it in a timely manner. Oxfam is probably like other 
NGOs in that because we have such smart, technically competent and engaged 
staff, I think at times we tend to over-consult. There are moments where I think staff 
really look at a leadership group and say, ‘For God’s sake, you’re in that role to make 
decisions — just give me some clarity about the context I’m working in so I can get 
on with my job properly’.

So what’s been the most challenging aspect for you of leading the 
organisation through change?
I think the most challenging aspect is that I have to deliver the message that change 
is a part of our lives — it’s not an end in itself. And it’s part of our lives because the 
context in which we’re operating continues to change. It’s part of our lives because 
we’re continuing to try to remain relevant and legitimate as an international NGO so 
that we can have the sort of impact that we want.

We’re also in a challenging market in a general sense, so in order for Oxfam to 
continue to be able to, for example, raise revenue or do the work we want to do, we 
have to be looking always to the long game and not the short game. In order to get 
the kind of change we want globally through our advocacy and policy, again, we have 
to not only be part of the global movement but we need to be saying, ‘What are the 
implications for the change context we’re operating in?’

So that’s the most challenging thing — to bring the responsiveness to a change 
context into our day-to-day operation, and in the case of structural change or 
organisational change to really apply the principles I raised above.

Source: ‘How should a leader manage change? Oxfam Australia’s CEO Dr Helen Szoke shares her insights’, 
nfppeople.com.au, 18 July 2016.

SNAPSHOT QUESTIONS
1. Identify the internal and external influences that have led to change at Oxfam.
2. Outline the strategies Helen adopts to lead her staff through change.
3. Explain the greatest challenges Helen has faced when implementing change.

SUMMARY
• Organisational change is the adoption of a business’s new idea or behaviour in 

response to internal or external influences.
• The ability to embrace, manage and adapt to change will increasingly determine 

a business’s competitive advantage.
• Successful managers are the ones who anticipate and adjust to changing 

circumstances.
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EXERCISE 9.1 REVISION
1 Define the term ‘change’.

2 Explain the meaning of the phrase, ‘There is only one constant in business and that 
is change’.

3 Account for why some managers are fearful of change, whereas others openly 
embrace it.

4 Distinguish between proactive and reactive management.

EXERCISE 9.1 EXTENSION
1 Change is a continuous process, not an event. Propose an example from your own 

experience to illustrate the continuous cycle of change.

2 Newspaper portfolio
(a) Select four external influences that affect businesses. Over a 5- to 6-week period, 

collect four to five articles on each factor from newspapers, internet and journals.
(b) Paste the articles into a scrapbook under the four headings (influences). Ensure 

that you date and acknowledge the source of each article.

Reports
(a) Create four reports of approximately 150 words on each of the external influences. 

Use a business report style with subheadings, graphs and diagrams to support 
your text.

(b) Your responses should synthesise the theory obtained from your teacher and 
textbooks, with the information on current business conditions and influences from 
your newspaper, internet and journal articles.

3 Zoe could not understand why her team members were being so difficult. Couldn’t 
they see that the changes she had made to the work roster would be to everyone’s 
benefit? She thought they had all agreed to the changes when they were discussed 
at the last team meeting. She was not sure what to do next.

Consider your own experience of the difficulties in trying to predict how something 
will turn out. Determine what managers can do to reduce these difficulties.

4 Flatter management structures often result in higher levels of responsibility and 
accountability for all employees. Consequently, any organisational restructure that 
involves removing a layer of management will be perceived by employees as a major 
change. Assume you are the manager in charge of a restructure that will result in a 
flat management structure. Determine the advantages you would put forward in 
support of the restructure.

9.3 Responding to internal and 
external influences
It is said that if you stop moving, you die! The same applies to businesses. Businesses 
must keep responding to the never-ending pressure for change. Whether the influences 
driving change come from outside (external) or within (internal) the business (refer 
to chapter 3), changes to the business will occur. Such changes should be viewed as 
opportunities to be taken advantage of as opposed to challenges to overcome.

Case study: Qantas and change

Change is inevitable. As a consequence, businesses must transform if they want 
to survive in today’s dynamic business environment. One example of an Australian 
business that has had to constantly implement change is Qantas Airways Limited. 
Over the years, Qantas had to radically change its operations, marketing and 
business structure in response to internal and external influences including:

• global terrorism and increased security
• oil price increases
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9.3.1 Internal influences
Management
Managers have the responsibility of operating a profitable or successful business. 
The poor financial performance of a business will result in management reviewing 
processes, staff and systems. For example, when Wesfarmers Limited took over the 
poorly performing Coles in 2007, management implemented a five-year recovery 
process. It updated the image of Coles supermarkets, rebuilt the supply chain and 
improved the freshness of its produce. Keeping costs under control is essential in 
turning around financial performance. As part of this, Coles introduced self-service 
checkouts in its supermarkets.

Businesses sometimes face a crisis. For example, a product sold by the business 
may be found to be unsafe or dangerous. Responding to such unplanned changes 
requires responsive decision-making from management to reduce the disruption to 
the business.

The role managers play in the operation of a business means they are key driving 
forces for change. In a small business, the manager may also be the owner and 
so the livelihood of the owner is tied very much to the ability of the business to 
change and maintain sales, profit, market share and its customer base. In a large-
scale business, shareholders are seeking a return on their investment. Managers 
must ensure dividends are paid to shareholders and so a healthy profit is needed. 
Managers will push for changes that will lead to a better outcome and more effi-
cient achievement of business objectives.

Employees
Employees working for a business expect to be paid fairly, trained properly and 
treated ethically in return for their vital contribution to production. Employees 
working in an innovative environment, where ideas are shared and acted on, 
are likely to recommend changes to policies, production processes or products. 
Companies such as Panasonic, Samsung, Sony and Toshiba have benefited from 

• fluctuations in the value of the Australian dollar
• increased competition from low-cost airlines
• rapidly changing technology
• trade union problems, especially with maintenance staff
• volcanic ash clouds that closed down European airspace
• an exploding engine that grounded the A380 Superjumbos.
Former Qantas CEO Geoff Dixon often used the phrase ‘constant shock 

syndrome’ with reference to the challenges that Qantas management and staff has 
had to effectively manage. The question for Qantas management is not whether 
to accept the challenge of change, but how to implement change effectively, how 
to make the change as productive as possible, and how to make it a process for 
revitalising and strengthening the business.

In 2014 QANTAS was faced with the task of cutting costs to save an estimated $2 
billion. Qantas was successful in reversing its flagging financial performance and, with 
the cutting of around 5000 jobs, was able to implement the change that has returned 
it to a profitable position.

SNAPSHOT QUESTIONS
1. Classify each of the influences that have had an impact on Qantas as one of 

the external influences from the syllabus.
2. Outline what the questions and challenges are for Qantas in relation to 

change.
3. How did Qantas respond to change in 2014?

SNAPSHOT

❛ Qantas had to radically 
change its operations, 
marketing and business 
structure . . . ❜

FIGURE 9.3 In 2016, Joshua 
Brown was killed after neither he 
nor his Tesla Model S car’s autopilot 
system detected a truck crossing 
the highway ahead of him. Tesla’s 
CEO, Elon Musk, was bullish in his 
defence of the company following 
the death, even claiming that in the 
last year ‘500 000 people would 
have been saved’ if the car’s feature 
was widely available. His collection 
of social media posts reiterated that 
the accident was merely a ‘statistical 
inevitability’. Experts are labelling 
Musk’s behaviour in the aftermath of 
the crash as a ‘case study’ in poor 
crisis management.
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employee creativity (see figure 9.4), enabling them to develop innovative products. 
This level of innovation within a business can create a need for change in everything 
from operations to marketing.

FIGURE 9.4 Ken Kutaragi, an electrical engineer at Sony, bought his daughter a Nintendo 
game console and was displeased with the quality of the gaming system. Sony wasn’t 
involved in computer games at the time, but Kutaragi negotiated to keep his job at Sony while 
working as a consultant for Nintendo on their gaming devices. Kutaragi saw the market and 
business opportunity of computer gaming systems and pressed hard to convince Sony to 
enter the market. The CEO supported Ken’s intrapreneurial abilities, which led to the creation 
of one of the greatest new business inventions in history, the ‘Playstation’.

9.3.2 External influences
Competition
Businesses need to monitor the activities of their competition and determine what 
effect they may be having in the marketplace. Knowledge of such changes enables 
a business to make modifications to its existing business activities and to plan 
new ones.

Competitors can drive a business to change through a number of different 
actions:
• The opening of a new business that will compete with an existing business may 

cause the existing business to undergo change to stay current and relevant to 
their customers.

• Pricing policies by a competitor may lead a business to adopt a similar strategy. 
In recent years, both Coles and Woolworths have sold bread, milk and other 
staple items at greatly reduced costs in an effort to increase customer numbers. 
Once one business lowered prices, the other business quickly followed suit.

• The adoption of new technologies, both in production and products, can drive 
a competitor to change their products or processes. Toyota was the first vehicle 
manufacturer to introduce a hybrid model car. All major car manufacturers have 
now released their own versions.

• Advertising campaigns, sales and the development of an online presence are 
other examples of how competitors can drive change within a business.
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FIGURE 9.5 In September 2017, CBA announced they would abolish their ‘foreign’ ATM 
withdrawal fees, due to their unpopularity among Australians. Within one day of announcing 
this change, the other three major banks followed suit.

Legislation
Whenever new laws are passed, businesses must comply with the new legislative 
requirements. For example, businesses had to alter their unfair dismissal practices 
in response to the new industrial relations laws implemented by the federal 
Government in 2009.

In another example, between 2012 and 
2014, Australia was subject to a carbon tax. 
The tax was introduced in November 2011 
and established a price on the carbon emis-
sions of businesses in Australia. The pricing 
mechanism, known generally as the ‘carbon 
tax’, was intended as a measure to combat 
climate change and came into operation on 
1 July 2012, but after much opposition, 
legislation to abolish this tax was passed in 
July 2014. Businesses had to make changes 
to respond to the legislation relating to the 
introduction and removal of this tax in both 
2012 and 2014.

While most of us consider legislation to 
be a national issue, laws can be made by 
the state governments (for example, laws 

FIGURE 9.6 Businesses regularly 
have to adapt to legislative changes. 
The carbon tax became a political 
issue between 2012 and 2014.
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FIGURE 9.7 The assembly line was a great technological 
advancement when it was invented in the early 1900s. 
Subsequent advances in technology have improved it further, to 
the point where fewer and fewer human resources are needed. 
The development of self-serve checkouts has decreased the 
need for shop assistants.

relating to smoking in public, in the workplace and in cafes 
and restaurants) and by local councils (for example, parking 
restrictions, use of the footpath for seating and food service, 
opening hours for businesses and zoning laws).

Any law or by-law passed by these bodies may require a 
business to change some aspect of its operations.

Technology
A business that wants to be locally, nationally or globally 
competitive must adopt the appropriate technology. If it is 
slow to exploit technology, a business is likely to fail, because 
its competitors will strive to capture greater market share and 
develop a sustainable competitive advantage.

Technology allows a business to operate its processes 
and practices more efficiently and effectively, cutting costs 
and improving productivity. As such, technology, and any 
advances in technology, should be considered as a driving 
force for change.

All businesses, regardless of size, are able to take advan-
tage of technology and so all businesses are driven to change 
by technology. Local milk bars introducing EFTPOS, couriers 
using electronic signatures, clothing stores using scanners 
and electronic security tags, and supermarkets introducing 
online shopping and self-service checkouts are all examples 
of technological advances that have driven change.

Social
Businesses operate within society and must adapt to changes 
in society’s attitudes and values. Society’s attitudes of what 
is right and wrong evolve over time and the values that are 
most important to people also change, affecting the ways 
in which businesses operate. Increased access to rapid 
communications has made the world’s population more 
aware of what businesses are doing, for example in their 
supply chain. Pressure from society has forced businesses to 
implement procedures to preserve and protect the natural 
environment and to ensure their supply chain is ethical.

Society requires that large businesses sell safe products and 
treat staff with respect. Businesses today are also expected 
to contribute to society by returning something positive to 
the communities in which they operate. For example, as part 
of their ‘Energy for Life’ community program, AGL Energy 
helps to pay the winter energy bills for shelters for homeless 
people in New South Wales, Victoria and South Australia. 
This enables the emergency accommodation services to put 
funds back into the important work of supporting Australia’s 
homeless.

SUMMARY
• Whether the influences driving change come from outside (external) or within 

(internal) the business, changes to the business will occur.
• Some of the internal influences that managers will need to respond to include 

management and employees.
• Some of the external influences that managers will need to respond to include 

competition, legislation, technology and social influences.
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EXERCISE 9.2 REVISION
1 Summarise two internal influences to which businesses need to respond.

2 Explain how employees can influence a business to change.

3 How can competitors drive a business to change?

4 Identify a law that has recently been implemented and explain how this law has 
forced businesses to implement change.

5 Identify some examples of new technology that have led to changes in businesses.

6 Why are businesses that are slow to exploit technology likely to fail?

7 Outline some changes in society that have had an impact on businesses.

8 Discuss other internal and external influences, besides those mentioned, to which 
businesses need to respond.

EXERCISE 9.2 EXTENSION
1 Investigate a business that is being restructured as a result of changes in its 

internal environment. Business magazines, journals or the internet are an excellent 
source of information and frequently report on organisational restructuring in a 
variety of industries or businesses. Some recent examples of changes you may wish 
to explore include:
(a) e-commerce
(b) organisational alliances
(c) work–life balance.

2 Arrange to interview someone who has experienced a major change in his or her 
workplace. Examine and report on the impact of this change on the interviewee, his 
or her colleagues and the business’s culture. Critically analyse how the change was 
managed.

3 Investigate a business that is undergoing change in response to an influence 
from the external business environment. Evaluate how that business is managing 
change.

9.4 Managing change effectively
Constant change has made the task 
of management more demanding and 
exciting than ever before. Change 
is the most daunting challenge 
confronting managers, as well as 
the most promising opportunity. 
Now well entrenched and likely to 
accelerate, change must be considered 
a fundamental aspect of a business’s 
strategic planning.

Businesses often fail to manage 
change well. Their record tends to 
be poor because, in the upheaval of 
a restructuring process, employees 
— the most crucial group of all — 
are often neglected. As well, existing 
communication channels often break 
down in the highly emotional cli-
mate that surrounds a change pro-
gram. Strategies to achieve successful 
change rely on communication, 
employee involvement in the change 

FIGURE 9.8 Management researcher 
John Kotter maintains that the change 
management process consists of the 
following eight steps: 
1. establish a sense of necessity;  
2. form a guiding group;  
3. create a vision;  
4. communicate the vision; 
5. empower people to fulfil the vision; 
6. recognise and reward achievements; 
7. consolidate improvements; 
8. institutionalise the changes.

BizFACT
A 2013 Change and Communication 
ROI Survey found that only 25 per 
cent of change management initiatives 
are successful over the long term. 
Why does organisational change 
usually fail? A study in 2016, ‘Where 
Change Management Fails’ by 
Robert Half Management Resources, 
found that most organisational 
change efforts fail due to ineffective 
communication.
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process, training, support and negotiation. Poorly managed changes normally 
result in employee resistance, tension, anxiety, lost productivity and, ultimately, 
unmet objectives.

Change entails risk and requires sound leadership skills and responsive man-
agement structures. The long-term survival of any business depends on the ability 
of its managers to scan the environment, predict future trends and exploit change. 
While change may be the most daunting challenge confronting management, the 
rewards are great for those who are prepared to accept the challenge. Change is 
inevitable. As a consequence, businesses must transform if they want to survive in 
today’s environment.

Managing change using Porter’s Generic Strategies approach

Michael Porter is a US-born economist, researcher, author, adviser, speaker 
and teacher known for his theories on competition and competitive advantage. 
In the 1980s, he developed a theory that attempted to explain how businesses 
may manage change as they attempt to gain a competitive advantage over 
other businesses. The objective of gaining a competitive advantage is to improve 
performance in those areas identified as key performance indicators that are a source 
of change for a business.

Porter theorised that to gain a competitive advantage, businesses need to evaluate 
their strengths and act upon those strengths (a form of SWOT analysis). Porter 
identified five competitive forces exerting influence on a business. The business 
needed to react to these competitive forces if it wished to successfully change and 
gain a competitive advantage.
1. The entry of new competitors

Markets that are profitable will always attract new businesses. These new 
businesses see an opportunity to make sales, earn a profit and expand their own 
areas of operation. The businesses that currently operate in these markets must 
be able to survive. Some of the existing businesses are able to survive because 
they have barriers that are difficult for new businesses to break down. These 
barriers include patents, economies of scale and supportive government policies, 
or the business operates in a market where the financial cost of commencing 
operations is prohibitive. If there are low barriers of entry, new businesses will 
enter the market and cause profits to fall. Businesses must always be prepared to 
deal with new competitors entering the market.

2. The threat of substitutes
Some businesses operate in a market where close substitute products exist. 
Coke and Pepsi are often considered close substitutes, as are banks with 
regards to interest rates on home loans. In markets such as these, customers 
may switch to alternatives in response to price increases or changes to the 
quality of the good or service offered by the business. This reduces both 
the power of suppliers and the attractiveness of the market, because if new 
competitors can easily enter the market, businesses may find it difficult 
to build a solid customer base that will support longevity. This will also 
frighten suppliers, who thrive on guaranteed contracts to supply established 
businesses.

3. The bargaining power of buyers
Businesses need to consider how powerful their buyers or customers may be. 
They need to assess how easy it is for buyers to drive prices down. This is driven 
by the number of buyers in the market and the importance of each individual 
buyer to the business. The business also needs to consider the cost to the buyer 

SNAPSHOT

❛ The business needed 
to react to these 
competitive forces if it 
wished to successfully 
change . . . ❜
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of changing their supplier. Businesses with a few large buyers often find that the 
buyers are able to dictate the terms of their buying.

4. The bargaining power of suppliers
The bargaining power of suppliers refers to how easy it is for suppliers to drive 
up the price of the item they supply to a business. This is driven by the number 
of suppliers of each essential input, the uniqueness of their product or service, 
the relative size and strength of the supplier, and the cost of switching from one 
supplier to another, which can be influenced by existing contracts and the time 
taken to undertake this change.

5. The rivalry among existing competitors
The main driver of competition is the number and capability of competitors in the 
market. If a business is operating in a market with many competitors, most of 
whom are offering undifferentiated products and services, then a business may 
find they have a reduced market attractiveness.

The generic strategies approach
Recognising the competitive forces operating upon businesses, businesses that 
wish to gain a competitive advantage must concentrate on their strengths — in other 
words, what competitive advantage(s) does the business have?

Porter identified two categories of competitive advantage:
• cost advantage — a competitive advantage is gained through reducing or 

altering the costs of the business
• differentiation advantage — businesses gain a competitive advantage through 

differentiating their product or service from others in the market.
Porter’s theory then states that there are two generic strategies that can be 

implemented to achieve competitive advantage. Porter’s generic strategies are ways 
of gaining competitive advantage — in other words, developing the ‘edge’ that gets 
the business of the customer and takes it away from your competitors. These generic 
strategies are:

• Lower cost strategies
These involve a business seeking to achieve the lowest costs in its industry. 
This allows the business to become more profitable as it can increase its 
margin — the difference between its costs and its selling price.

There are three main ways of achieving low costs:
o Use assets efficiently; for example, businesses should minimise idle 

stock on shelves and should not stock products that do not sell.
o Lower costs of operating; for example, businesses could source 

supplies from cheaper suppliers, minimise wage costs, source cheaper 
utility suppliers and offer minimal packaging.

o Control the supply chain; for example, businesses could seek contracts 
with suppliers and delivery businesses that guarantee prices. At the 
same time, they could implement stock management systems such as 
just in time, in order to reduce costs.

• Differentiation strategies
Using a differentiation strategy, a business will make their product unique in 
some way in order to gain a competitive edge that will allow the business to 
market itself as a leader or innovator in that industry. Some strategies include 
making the product more durable, providing better support for customers, and 
offering extended warranties or different brands within the same market.

SNAPSHOT QUESTIONS
1. Summarise the five competitive forces identified by Porter.
2. Identify some of the barriers that make it difficult for new competitors to enter 

certain markets.
3. Outline the two categories of competitive advantage Porter identified.
4. Distinguish between a cost strategy and a differentiation strategy.
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A manager can use a number of strategies to manage change effectively. Manage-
ment of the change will be more effective if the business can:
• identify the need for change
• set achievable goals
• develop strategies to overcome resistance to change
• use management consultants.

9.4.1 Identifying the need for change
An effective manager should always be scanning the environment, attempting to 
understand factors that will have an impact on the business. In this way, he or she 
may better identify current trends and predict future changes.

Achieving such a vision requires a holistic view of the outside world and aware-
ness of the potential impact on the business of a variety of factors. Correctly antici-
pating these factors greatly assists the manager in identifying the need for change. 
This strengthens the business so it may take full advantage of opportunities that 
favour its long-term survival in an increasingly competitive world. Sharing the 
vision with employees encourages them to better understand why the change is 
necessary.

To better understand what changes need to occur, a manager needs access to 
accurate and up-to-date information.

Business information systems
As a student you rely on measurements — subject marks and school grades — to 
assess your progress. This information allows you to determine what changes, if 
any, need to be made to your study pattern. Information is also crucial for any 
business. Actually, much of a business’s success or failure to accurately identify 
what needs to be changed depends on its ability to collect, organise, process and 
retrieve information quickly. For example:
• an operations manager of a manufacturing business must collect data about 

production costs and production schedules
• a marketing manager must gather data measuring sales, product development 

and customer satisfaction
• a finance manager must collect data about financial transactions and measure 

cash flows
• a human resource manager must record staff absences, training requirements 

and overtime payments.
Consequently, a successful business must be able to gather, store, combine and 

analyse masses of data quickly and efficiently. Once processed and organised to 
be useful to an individual manager, this information becomes the raw material for 
decision making. Without it, a business would quickly lose its way because it could 
not accurately identify what needs to be changed.

Where do managers get the information they need? In most businesses the 
answer lies in a business information system. A business information system (BIS), 
also referred to as a management information system (MIS), gathers data, organ-
ises and summarises them, and then converts them into practical information to be 
used by managers who use them to make decisions.

Managers have to plan for the future, implement their plans in the present and 
evaluate the results against what has been accomplished in the past. Therefore, 
they need access to information that summarises future possibilities, the present 
situation and past performance. All this is part of a manager’s role in managing 
change effectively.

BizWORD
A holistic approach looks at the 
whole picture.

BizWORD
Data are unprocessed facts and 
figures such as sales figures and 
customer complaints.

Information is processed data that 
have been deliberately selected and 
organised to be useful to an individual 
manager.

A business information system 
(BIS), also referred to as a 
management information system 
(MIS), gathers data, organises and 
summarises them, and then converts 
them into practical information.
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9.4.2 Setting achievable goals
A vision statement states the purpose of the business. It indicates what the firm 
does and states its key goals. In conjunction with the vision statement, a business 
establishes specific company goals that are measurable (usually set on a yearly 
basis). Reassessment of the vision statement and business goals may be required if 
management detects changes in the external business environment that may have a 
major impact on business activities. However, for change to be managed effectively 
it is essential that any new goals be achievable. This means goals that are attainable 
and realistic. Unachievable goals will only cause cynicism among employees and 
damage relationships between employees and supervisors.

On the other hand, achievable goals, devised after consultation with employees 
and communicated clearly by management, have a much greater chance of being 
realised (see the following Snapshot).

Dr Edwin Locke — a goal-setting theory

Dr Edwin Locke did research on goal setting and motivation during the 1960s. 
Dr Gary Latham, a Canadian researcher, experimented with and tested Locke’s 
theories, producing research results that endorsed the strong connection between 
goal setting and workplace performance. In 1990, Locke and Latham published 
A Theory of Goal Setting and Task Performance, which further developed Locke’s 
original proposals.

Locke and Latham identified five principles that should be applied when setting 
goals for employees. They can be summarised as follows:

• Clarity. Simply telling someone to ‘do your best’ or ‘improve your 
performance’ is not as effective as setting clear achievable and specific 
measures, such as ‘improve sales by 10 per cent’ or ‘increase production 
output by 5 per cent’. Giving goals clarity means making them unambiguous 
and measurable. Goals should be simple, clear and as specific as possible. 
It is important that everyone understands what is expected, and the result 
that will be rewarded. A vague goal such as ‘provide leadership to your 
work colleagues’ has very little value as a means of motivation, because it 
does not include any specific actions that could be taken to achieve this. In 
addition, goals should be developed within a time frame, so there is a clear 
end date for the goal to be achieved. This will vary according to the nature of 
the goal.

• Challenge. People are often motivated by achieving something they have 
not successfully completed before. The opportunity to complete a task that 
is highly valued by the owner or management of a business can provide a 
level of challenge that can motivate an employee. The goal should extend 
the employee, but should still be achievable. There is no point in setting a 
goal that is beyond the capabilities of the employee, or that sets him or her 
up for failure. At the same time, a goal that is too easy, or does not seem 
to have much importance in the operations of the business, will not provide 
much in the way of motivation. The significance of the challenge should 
also govern the rewards available to the employee for successfully achieving 
the goal.

• Commitment. In order to ensure the employee will actively pursue the 
achievement of a goal, there must be a commitment on the part of 
the employee. While it is possible for the goal to be provided entirely by the 
employer or management, a goal into which the employee has had some 
input is more likely to serve as motivation. It is here that management styles 
can play an important role. A manager who adopts a participatory style will 

SNAPSHOT

❛ . . . strong connection 
between goal setting 
and workplace 
performance. ❜

BizWORD
A vision statement states the 
purpose of the business.
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seek to give employees maximum input into the determination of appropriate 
goals. This does not mean that the employee decides the goal, but that it is 
negotiated between manager and employee, to achieve a balance between 
the objectives of the business and the particular strengths and skills of the 
employee. A consultative manager will also seek input from the employee. 
It is generally recognised that the greater the input from the employee, the 
more likely it is that the employee will commit to it. This means that a more 
challenging goal can be set, leading to greater rewards in the end. Increased 
rewards for achieving a goal will provide greater motivation for the employee to 
attempt the next goal.

• Feedback. An effective goal program must also include opportunities for 
feedback to the employee. Frequency of feedback can depend on the 
timeframe of the goal. Feedback provides opportunities to offer recognition 
for progress achieved, to make adjustments to the goal if necessary, and to 
ensure expectations are clear and realistic. Sometimes a goal can be broken 
down into smaller milestones to allow for progress to be measured along the 
way and achievements to be recognised. Feedback can be informal and may 
consist of little more than a catch-up over coffee. For longer term and more 
complex goals, formal feedback sessions may be necessary to ensure enough 
detail is communicated.

• Task complexity. While goals should be challenging enough to motivate 
employees, the level of complexity should not overwhelm them. It is important 
that any additional training that is required to assist the employee to complete 
the task is provided in a way that allows for genuine skill development over 
time. It is also important that deadlines and completion dates are appropriate 
for the task and the skill level of the employee. The aim of the exercise is to 
motivate the employee to contribute to the objectives of the business, and so 
every effort should be made to ensure that the process provides success for 
both the employee and the business.

SNAPSHOT QUESTIONS
1. Explain what is meant by ‘clarity’ when it comes to setting goals for 

employees.
2. Why do you think that setting goals that are easy to achieve might lower 

motivation?
3. How can management styles affect goal setting and motivation?
4. Why do you think feedback is important in goal setting?
5. Why is ‘task complexity’ an issue in the process of goal setting?

SUMMARY
• To manage change effectively requires the change to be as productive as possible; 

to make it a process for revitalising and strengthening the business.
• Managers must develop strategies for managing change effectively.
• Identifying the need for change and setting achievable goals are two strategies to 

manage change effectively.

EXERCISE 9.3 REVISION
1 Recall why an effective manager should continuously scan the business 

environment.

2 State why it is important for a manager to share the business’s vision with 
employees.

3 State the purpose of a business information system.
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4 Account for the importance of current and up-to-date information for a manager 
attempting to manage change effectively.

5 Outline why setting achievable goals can help managers implement change 
effectively.

EXERCISE 9.3 EXTENSION
Read the scenario below. In small groups, create a plan to solve the problems and 
effectively manage a potentially difficult introduction to new technology. Present your 
plan to the rest of the class.

Scenario
You are a divisional manager of 30 loyal, long-serving employees. Fierce competition 
is threatening the long-term viability of the business. Sales and profits are declining 
due to the lower prices of your competitor. The business could compete if it introduced 
new technology. (It has the finance to purchase and install the machinery.) The 
introduction of the new technology is going to mean changes to your division and the 
current product.

Twenty employees are required to work the new technology so 10 will become 
redundant.

Even though sales have declined, you have a number of very loyal customers who have 
expressed satisfaction with the format of the current product.

Problems requiring solution and action:
(a) Retrenching of 10 employees — examine some of the criteria you might consider 

regarding who should stay and who should go
(b) Training the remaining employees to understand and use the new and more 

complex technology (quite a radical change from the technology currently in use)
(c) Managing the change with sensitivity: maintaining positive workplace morale and 

exhibiting leadership
(d) Communicating the change in the product format to the customers and convincing 

them to maintain their loyalty towards your company and its brand.

9.4.3 Resistance to change
At the same time as managers are undertaking — driving — change for the best of 
reasons, there will be restraining forces working against the change, creating 
resistance.

Psychology has shown how difficult it is for individuals to change their behav-
iour; how difficult it is to eat less, exercise more, stop smoking or be more patient. 
Resistance to change is strong because for most people personal change is:
• achieved only with considerable effort
• often emotionally stressful.

Businesses, like individuals, also find some changes difficult to cope with. 
When the pace of change is very rapid or coming from the external environment, 
then businesses may experience open resistance to the change. For example, con-
sider where you sit in your Business Studies class. It is likely that you and other 
students sit in the same seats for each lesson. Imagine now that your Business 
Studies teacher changes the seating arrangement and tells you where to sit. This 
new seating arrangement will be permanent. No prior warning or explanation of 
these changes was given. You and your classmates may react with a mixture of 
annoyance, irritation, frustration, anger or delight. Perhaps you would be angry or 
upset at not being consulted or involved in the rearrangement process. You may 
have felt that you had no control over what you regard as your working condi-
tions and organisational structure. Many of you may view the changes as a threat 
to the status quo.

What does this tell us about resistance to change? This reaction is common 
among managers and employees. As individuals become accustomed to doing 

BizFACT
‘Employees who are not informed 
about why changes are necessary 
will ultimately resist such changes’, 
says Hannah Russell, a change 
management consultant. ‘When they 
do not get the information they need, 
they turn to the rumour mill with all its 
inaccuracies.’
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certain things and doing them in certain ways, so too do businesses. As a result, 
businesses and employees sometimes vigorously resist change.

The most common reasons why change may be resisted include:
1. Financial costs. A major reason for resistance to change is the financial cost of its 

implementation. Even with access to finance, a business contemplating change 
must weigh up the costs and benefits of the change.

2. Purchasing new equipment. The purchase cost of investing in new technology, 
plant or equipment can be considerable. Although this is expensive, there can 
be very significant advantages from making this investment. Prior to making 
the investment in new equipment, managers will need to weigh up the cost of 
purchase against the cost of leasing new equipment. David Jones, for example, 
recently upgraded its network of stores and spent $275 million to increase its 
floor space by over 20 per cent.

3. Redundancy payments. Employees who lose their jobs as a result of changes are 
entitled to financial compensation in the form of a redundancy payment. A 
redundancy payment is the money that is given to employees when they are 
forced out of work because their job skills are no longer relevant. Redundancy 
payments can be very high, especially if many employees are made redundant.

4. Retraining. When significant changes are introduced such as new technology, 
employees must be retrained. Retraining may be performed on the job or off 
the job.

5. Reorganising plant layout. When new equipment is installed, the layout of the 
plant may require reorganisation to improve efficiency and productivity. There 
can be high costs associated with reorganising the plant.

6. Inertia. Inertia refers to an unenthusiastic response to proposed changes. Some 
managers and employees resist change because it requires moving outside and 
away from their ‘comfort zones’. Many employees and managers of the typical 
business desire a safe and predictable status quo. Such an attitude is summed up 
in the phrase, ‘But we don’t do things that way here’. Change can have a major 
impact on people. Feelings of lack of control, fear of the unknown and uncertainty 
about the future can lead to anxiety. The situation is made even worse if there is 
poor leadership and management during times of change.

BizFACT
Ironically, some people enthusiastically 
support the changes in public, but 
then ignore the changes in private. 
Management consultant Michael 
Hammer calls this deadly form of 
resistance the ‘Kiss of Yes’.Why do 
you think people behave this way?

BizWORD
Inertia refers to an unenthusiastic 
response to proposed change.

FIGURE 9.9 A leader who can ‘sell’ the need for change automatically overcomes one of the 
main resistance points — that of ‘why do we need to change?’
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FIGURE 9.10 Uncertainty about the future is a powerful emotion that can inhibit employees 
from embracing change. This is made worse if employees do not understand the reason for 
the change, or if they distrust the people, usually management, behind the change.

Force Field Analysis
Psychologist Kurt Lewin developed a useful model for understanding the change 
process. Known as Force Field Analysis, the model describes how you can 
determine which forces drive and which resist a proposed change. All businesses 
must deal with one constant reality of change: trying to balance the forces driving 
change with the forces opposing it. Driving forces are those forces that initiate, 
encourage and support the change. The main driving forces for organisational 
change are the changes in the internal and external environments, as outlined in 
chapter 3. Restraining forces are those that work against the change, creating 
resistance. The current conditions, or status quo, result from these two forces 
‘pulling’ in opposite directions (see figure 9.11). Managers who are trying to 
implement a change must analyse the situation to identify and balance the driving 
and restraining forces.

Any business considering undertaking a new project or implementing change 
should consider the forces that are exerting pressure at the time. The first area to 
consider is the aspects of the business that could encourage or support the change, 
e.g. the people of influence or the systems and processes that are driving the pro-
ject. Once those factors have been determined, the next step is to consider who 
and what is restraining the project. For example, some stakeholders of the business 
will want the status quo to be maintained; that is, they will not want the business 
to undertake any change. These stakeholders are restraining the change and will 
not consider any improvements or benefits that might result from the change.

Once management has identified and understood the main reasons why change 
is being resisted, i.e. the restraining forces, managers need to put in place strategies 
to reduce the resistance. These strategies seek to reduce or eliminate the restraining 
forces so the drivers can continue to strengthen the change and bring more drivers 
to the forefront of the change process.

A great deal of research has been conducted on the most effective methods to 
reduce resistance to change. Some strategies include:
• Creating a culture of change. The workplace culture can greatly affect employee 

acceptance of change. Since significant change can be quite daunting, there 
needs to be a supportive environment that reduces fear of change.

BizWORD
Driving forces are those forces that 
support the change.

Restraining forces are those forces 
that work against the change.
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•      Change agents   . The business should identify an individual (or group of 
people) who are infl uential in the business to act as catalysts to help manage the 
change process. These people should help initiate, stimulate and facilitate the 
change effort within organisations. A change agent can be either internal to an 
organisation, e.g. a manager or employee, or external, e.g. consultants who are 
tasked with overseeing the change.   

•    Effective communication . Managers must be able to communicate with stakeholders 
regarding the need for change and the progress of the change. There should be 
open communication channels to assist in the transfer of information. Without 
clear communication regarding the change, there may be resistance.  

•    Positive leadership.  How a manager treats his or her employees will largely 
determine their acceptance of, or resistance to, change. A manager who acts 
as a leader and has high expectations of employees’ abilities to initiate and 
implement a change process will generally be rewarded with people who are 
willing to embrace the change. There may still be some points of resistance, but 

 BizFACT 
 ‘Employees who are not informed 
about why changes are necessary 
will ultimately resist such changes’, 
says Hannah Russell, a change 
management consultant. ‘When they 
do not get the information they need, 
they turn to the rumour mill with all its 
inaccuracies.’ 
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   FIGURE 9.11  Driving and restraining forces work against each other, making it diffi cult for a 
business to change. 

   FIGURE 9.12  Teamwork encourages a supportive culture, which lowers resistance to change. 

 BizWORD 
A change agent is a person or 
group of people who act as catalysts, 
assuming responsibility for managing 
the change process.    
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Build trust
among employees

Specify the nature 
of the change

Allow employees to 
participate in the 
change process

Discuss any upcoming 
change — this reduces 

fear of the unknown

Support change 
with new learning

Clearly articulate
the purpose of

the change

Follow a sensible
time frame; do not

rush through changes

Avoid threats
if possible

Outline the positive and
negative aspects

of the change

Make sure communication
is two way, not just
from the top down

Offer support — this
reduces fear and anxiety

Make sure the changes 
are reasonable

Provide constant
feedback

Strategies for reducing
resistance to change

FIGURE 9.13 Strategies for reducing resistance to change.

9.4.4 Management consultants
As a student, if you have difficulty understanding some information within a 
subject, you will probably consult with someone who is an expert in that area. This 
could be another student, teacher or family member. This is similar to when you 
have a consultation with a doctor. You are seeking assistance from someone with 
specialised knowledge. Businesses also seek advice from management consultants 
who specialise in a diverse range of business-related areas, including risk 
management, brand protection, business set-up, executive recruitment and 
sustainability. Businesses hire the services of management consultants because they 
provide:
• a wide range of business experiences
• specialised knowledge and skills
• an objective (external) viewpoint
• access to the latest research
• awareness of industry best practices.

The main role of management consultants is to help businesses improve their 
performance by investigating existing business problems and developing plans 
for improvement. Consultants can be especially helpful in providing change 
 management advice: a methodical approach to dealing with change, both from the 
perspective of a business and on the individual level. They can provide strategies to 
smoothly manage the introduction of business changes by:
• undertaking change readiness reviews
• creating a supportive business culture

BizWORD
A management consultant is 
someone who has specialised 
knowledge and skills within an area of 
business.

Best practice refers to those 
business practices that are regarded 
as the best or of the highest standard 
in the industry.

Change management is a 
methodical approach to dealing with 
change, both from the perspective of 
a business and on the individual level.

this resistance can be productively dealt with because the employees believe 
they have the support and trust of their manager. Employees are generally more 
prepared to accept the risks involved with change if they feel their manager 
is concerned with their welfare. Managers who concentrate on the needs of 
their employees are the most effective, building high-performance teams that 
attain their objectives. Less effective managers tend to focus on tasks and are 
more concerned with meeting deadlines — that is, they display the natural 
characteristics of a manager, not a leader.
Figure 9.13 outlines some other effective strategies for managing change
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• actively involving all stakeholders in the change process
• gaining and recognising early achievements.

However, as in all aspects of life, the quality of advice from management con-
sultants can vary. Therefore, it is best to hire those consultants who are members of 
the Institute of Management Consultants as their members have recognised stand-
ards of character, experience and education.

SUMMARY
• At the same time as managers are undertaking — driving — change for the best 

of reasons, there will be restraining forces working against the change, creating 
resistance.

• The main reasons for resistance to change include:
 – financial costs (the cost of implementing major changes can be substantial)
 – purchasing new equipment (this can also be expensive)
 – redundancy payments (if employees lose their jobs as a result of change, they 

are entitled to financial compensation)
 – retraining (when changes are introduced, some employees will require training)
 – reorganising plant layout (the layout of the plant may need to be reorganised if 

new equipment or technology is introduced)
 – inertia (some managers and employees resist change due to a fear of the 

unknown).
• Psychologist Kurt Lewin developed a useful model for understanding the change 

process. Known as Force Field Analysis, the model describes how you can 
determine which forces drive and which resist a proposed change.

• Driving forces are those forces that initiate, encourage and support the change.
• Restraining forces are those that work against the change, creating resistance.
• Resistance to change is common among managers and employees.
• According to Lewin’s model, once management have identified and understood 

the restraining forces, managers need to put in place strategies to reduce the 
resistance.

• Two strategies for overcoming resistance to change include:
 – creating a culture of change (encouraging teamwork)
 – providing positive leadership (sharing the vision).

• The main role of management consultants is to help businesses improve their 
performance and assist with change management.

EXERCISE 9.4 REVISION
1 Outline why management and employees commonly resist change.

2 Explain how you would feel if your Business Studies teacher was replaced overnight 
without your knowledge and the new teacher taught very differently to your previous 
teacher.

3 Distinguish between ‘driving’ and ‘restraining’ forces.

4 Complete the sentences below by identifying the correct term from the following list:

When change is too rapid or when managers and employees feel they have no 
control over it, then __________ to the change is to be expected. Resistance to 
change is __________ among employees and organisations. The resistance needs 

cost common fear effectively financial

resistance analysing managers strategies retrainedUNCORRECTED P
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to be managed __________. Managers can fail to achieve change by not __________ 
the situation properly. Employees may resist change because of the __________of 
the unknown, the __________ costs involved and the need for some employees to be 
__________. __________ for reducing resistance to change need to be developed by 
__________.

5 Outline how the following can be a restraining force:
(a) lack of time
(b) poor timing.

6 Based on the information from this section, explain why there was so much 
resistance by bank tellers when they were first required to use computers to process 
customer transactions.

7 Examine figure 9.13 on page 311. Select the two strategies you think are the most 
important. Justify your selection.

8 Recall the role of a change agent.

9 Identify the features found in a team that help others overcome resistance to 
change.

10 Clarify how positive leadership can help overcome resistance to change.

11 Select a major change in your life, such as moving house, changing schools or 
starting a new casual job, and complete the following:
(a) State the reasons you liked or disliked the change. Share your thoughts with other 

class members.
(b) Identify the reasons that were common among the group.
(c) Interpret what this tells you about the best strategy that a manager could use to 

help overcome resistance to change.

12 Identify the benefits of hiring a management consultant.

13 Investigate change in Pacific Brands over the last 5 years. The Pacific Brands 
weblinks in the Resources tab are a useful starting point. Evaluate the change the 
company has undergone and the role of leadership and management consultants in 
this change process. Write a brief report on the journey of Pacific Brands as the 
company reinvented itself.

EXERCISE 9.4 EXTENSION
1 Evaluate the accuracy of the following quotes concerning change:

(a) ‘Change for change’s sake is not progress.’
(b) ‘Change is life. Life is change.’
(c) ‘Change what you can change. Accept what you cannot change.’
(d) ‘Change is the new normal for leadership success.’

2 Think about a situation in which you would like to make a change but face 
some resistance. The situations might involve improving your Business Studies 
results, changing the arrangement of your timetable or having greater use of 
the family car.
(a) Summarise the status quo.
(b) Propose the situation as you would like it to be if you could change it.
(c) Identify the main driving forces.
(d) Identify the main restraining forces.
(e) Determine strategies for reducing the impact of the restraining forces.

3 Because of recent changes to the Work Health and Safety Act you must implement 
some new safety procedures. You know that some of your employees are going to 
regard some of these changes as ridiculous. Propose what you might do to get the 
employees to accept the changes.

4 ‘... the innovator has for enemies all those who have done well under the old 
conditions, and lukewarm defenders in those who may do well under the new.’ 
Machiavelli (The Prince, 1532). Evaluate the accuracy of this statement.

Resources

 Digital doc: Chapter summary 
(doc-26101)

 Weblinks: Pacific Brands

Resources

 Interactivity: Chapter crossword 
(int-7227)

 Interactivity: Multiple choice quiz 
(int-7228)

UNCORRECTED P
AGE P

ROOFS



c09ManagementAndChange.indd Page 312 17/05/18  3:11 PM

312  TOPIC 2 • Business management

TOPIC 2 SUGGESTED ASSESSMENT TASKS

 Business management 
 MULTIPLE CHOICE QUESTIONS  
1.   Which of the following would be classifi ed as a social goal?  

(a)   To increase market share by 10 per cent  
(b)   To sponsor the local school football team  
(c)   To provide shareholders with increased returns  
(d)   To improve the training opportunities for employees      

2.     Refer to the following information for Question 2.   

 What would the Net Profi t be for this business?  
(a)    $43 000   
(b)   $127 000  
(c)   $173 000  
(d)   $257 000    

3.   Which of the following are both examples of current liabilities?  
(a)   Debtors and creditors  
(b)   Overdraft and debtors  
(c)    Creditors and overdraft   
(d)   Creditors and mortgage    

4.   What is a collective agreement made at a workplace level about terms and 
conditions of employment referred to as?  
(a)   Award  
(b)    Enterprise agreement   
(c)   Individual common law contract  
(d)   National Employment Standards      

5.     Refer to the following Balance Sheet to answer Question 5.   

 What would be the value of the stock?  
(a)   2000  
(b)   4000  
(c)    16 000   
(d)   68 000    

 Sales 

 Cost of Goods Sold 

 Expenses 

  $ 

 150 000 

     65 000 

     42 000  

  ASSETS         $     LIABILITIES        $   

Current Assets  
 Cash in bank      5000 
 Stock           (?)  

  Non-current Assets  
 Building        350 000 
 Equipment         17 000 
 Furniture         13 000 

   Current Liabilities  
 Overdraft          3000 
 Creditors           4000 

  Non-current Liabilities  
 Bank loan         310 000 

  OWNER’S EQUITY  
 Capital           84 000  
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6. Fletcher & Sons Construction has developed a plan to guide the business over the 
next five years. What type of planning is this an example of?
(a) Operational
(b) Tactical
(c) Technical
(d) Strategic

7. What does the contingency approach to management emphasise?
(a) Management as planning, organising and controlling
(b) Management as leading, motivating and communicating
(c) The need for managers to be reactive and respond to change after it occurs
(d) The need for flexibility and adaptation of management practices to suit changing 

circumstances

8. A new furniture store has decided to stock their products through a few selective 
retailers. Which marketing strategy is this an example of?
(a) Place
(b) Price
(c) Product
(d) Promotion

9. Calculate the value of owner’s equity given the following information: Liabilities = 
$75 000 and Assets = $145 000.
(a) $70 000
(b) $75 000
(c) $220 000
(d) $240 000

10. Shimmering Jewellery relies heavily on their sales assistants to promote their goods 
by outlining the benefits and features of their products to consumers. This has been 
successful in persuading customers to purchase their products. Which promotion 
technique is this an example of?
(a) Publicity
(b) Advertising
(c) Personal selling
(d) Sales promotion

11. Which of the following are both examples of involuntary separation?
(a) Resignation and dismissal
(b) Retirement and resignation
(c) Dismissal and retrenchment
(d) Retrenchment and retirement

12. A manager of a real estate agency always consults with employees when setting 
targets and making decisions. What type of leadership style would this be an 
example of?
(a) Autocratic
(b) Democratic
(c) Diplomatic
(d) Hierarchical

13. Beautiful Skin Pty Ltd has decided to produce a razor for women. It has calculated 
the total production costs for each razor and added a 15 per cent margin to set the 
final price. What pricing method is this an example of?
(a) Cost-based pricing
(b) Break-even pricing
(c) Market-based pricing
(d) Competition-based pricing

14. Michael is able to manage change in his business by always scanning the 
environment and attempting to understand the factors that will have an impact on 
the business. Which of the following best describes the method of managing change 
effectively used by Michael?
(a) Setting achievable goals
(b) Reducing resistance to change
(c) Identifying the need for change
(d) Utilising management consultants
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15. A production manager inspects products at various points in the production process 
to check for problems. Which of the following best describes his approach to quality 
management?
(a) Quality control
(b) Quality assurance
(c) Continuous improvement
(d) Total quality management

SHORT RESPONSE QUESTIONS
1. ‘To understand management today you must look at its history. Management 

approaches (theories) and schools of thought represent differing viewpoints and 
strategies for managing people, making decisions, organising workplaces and 
solving problems. Each offers something of value for today’s manager.’
(a) Identify three management approaches and summarise the main 

features of each. 3 marks
(b) Explain how these approaches could influence contemporary 

management practices. 6 marks
(c) Analyse the relationship between management approach and the 

types of business structure that a business could adopt. 12 marks

2. ‘Managers need a wide range of skills. The relative importance of these 
skills depends upon the manager’s level in the business.’
(a) Identify four management skills. 2 marks
(b) Explain how the quantity of the skills needed differs at each level 

of management. 5 marks
(c) Determine why it is important for a manager to acquire new skills. 10 marks

3. (a)  Define the term ‘stakeholders’. 2 marks
(b) Identify and describe two possible conflicts that could arise between 

various stakeholders. 6 marks
(c) Propose possible strategies that managers could adopt to reconcile 

any likely conflicts of interest. 6 marks

4. (a)  Outline what is meant by the term ‘effective management’. 3 marks
(b) Distinguish between ‘good’ and ‘poor’ management. 5 marks
(c) Evaluate the importance of good management to the business’s 

overall success. 10 marks

5. (a)   Outline the role of managers when organising operations in a manufacturing-
based business. 3 marks

(b) How can a business ensure that quality of outputs is maintained? 6 marks

 6. (a)  Define the term ‘marketing mix’. 2 marks
(b) Outline the three approaches a business can adopt when selecting a target 

market. 6 marks
(c) Recommend a marketing mix for a business you are familiar with. 10 marks

7. (a)  State the main role of marketing. 2 marks
(b) Define target market.
(c) Assess the importance of each of the four Ps of the marketing mix. 10 marks

8. (a)  Define the term ‘goal’. 2 marks
(b) Identify four business goals. 4 marks
(c) Explain how it can be difficult for a manager to achieve a mix of business 

goals. 4 marks
(d) Assess the importance of staff innovation, motivation, mentoring and 

training. 10 marks

9. Construct an income statement and balance sheet in correct format using 
the following information. You will be required to determine profit and to 
use this figure to balance the balance sheet. 12 marks
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Sales $400 000 Owner’s equity    $45 000

Expenses $300 000 Debtors     $12 000

COGS   $50 000 Mortgage    $60 000

Cash    $20 000 Land and buildings $120 000

Stock   $10 000 Goodwill       $8 000

Creditors   $15 000

10. (a)  Define the term ‘human resource/cycle management’. 2 marks
(b) Demonstrate the four main elements of the human resource cycle. 6 marks

11. (a)   Describe the steps to be followed by the human resource department 
so the most appropriate applicant will be chosen to fill a vacancy. 3 marks

(b) Deduce what problems could arise for a business if an inappropriate 
candidate was selected to fill a job vacancy. 6 marks

EXTENDED RESPONSE QUESTIONS
1. In the following situation, identify and explain the management skills that could be 

used.
A dispute has arisen between the IT department and the accounting department 

regarding the introduction of a new computer invoice system. The accountant 
wants the new system introduced by the beginning of the new financial year, but 
the IT manager believes that the staff will not be sufficiently trained by then to use it 
effectively. You are the human resource manager in charge of this project and must 
negotiate agreement without further delay.

2. Compare the classical, behavioural and contingency management approaches. 
Study a business and account for how management theory has influenced the 
business’s structure.

3. ‘The only constant in business is change. The pace of change is accelerating, with 
change coming from both internal and external sources. How a business responds 
to these changes will ultimately determine its future.’ Critically evaluate the 
strategies used to manage change effectively in a business you have studied.

4. Choose a real-life example of a manufacturing-based business and a service-based 
business. For each example, outline the inputs, processes and outputs of their 
operations.

5. ‘An effective marketing mix is crucial if a business wants to increase its market 
share.’ Discuss.

6. ‘Marketing is a system of business activities designed to plan, price, promote 
and distribute something of value for the benefit of the customer at a profit.’ With 
reference to a business you have studied, discuss and expand on this statement.

7. ‘A thorough understanding of accounting and finance is essential for business 
managers’. Identify the three main financial statements and discuss their 
importance.

8. ‘If a business wants to be appropriately flexible and responsive to market needs, 
then it should train all employees to be good at everything. That is, they should be 
experts in all aspects of each key business function. Generalists, not specialists, are 
required.’ Is this a practical proposal? Justify this statement.

9. Imagine you are specialising in accounting services for a small business. Terry, 
one of your clients, runs a home maintenance business. He admits to you that he 
regularly offers a discount to customers who pay him in cash, so that he can keep 
his apparent profit as low as possible to avoid tax, and not have to declare every 
transaction on his BAS. Explain how you would try to convince him to maintain all 
his financial records in a socially responsible and ethical manner.

10. ‘There are only two ways in which to create and maintain outstanding business 
performance. First, take exceptional care of the customer and, second, develop new 
products. It is that simple.’ Determine how accurate this statement is. Give reasons 
for your answer.
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