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TOPIC

4 Reviewing performance
— the need for change

UNIT 4 AREA OF STUDY 1

OUTCOME 1

On completion of this topic you should be able to explain the way business change may come
about, analyse why managers may take a proactive or reactive approach to change, use key
performance indicators to analyse the performance of a business, explain the driving and
restraining forces for change, and evaluate management strategies to position a business for
the future.
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4.1 Overview
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4.1.1 Why it is important
Businesses are established to achieve certain objectives. These objectives include to make a profit, to increase
market share, to fulfil a market and/or social need and to meet shareholder expectations. The achievement of
business objectives requires businesses to maintain a suitable level of performance to ensure they continue
to operate. This will require that businesses review their performance through the use of key performance
indicators. From this, businesses will identify areas for change, to ensure that they remain focused and on track
to achieve their objectives.

CONTEMPORARY CASE STUDY

Commonwealth Serum Laboratories (CSL)

Background

Number of employees 25 000

Net profit

Revenue In excess of USD$8.539 billion

Market capitalisation

CEO Paul Perreault

Flagship products Antivenom, therapeutics from human plasma, development and production of
a wide range of vaccines including collaboration on development of the world’s
first human papillomavirus vaccine and license to manufacture AZD1222 in
response to COVID-19.

Founded 1916 by the Federal Government (privatised in 1994)

The Commonwealth Serum Laboratories (CSL) was established in Australia in 1916, when the country was in the
grip of World War I. Since then, CSL has given Australians access to many vital medications such as insulin and
penicillin, as well as vaccines against infectious diseases like influenza and polio. The company was incorporated
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in 1991 and listed on the Australian Securities Exchange (ASX) in 1994. CSL is one of the largest and fastest
growing biotechnology businesses and providers of vaccines.

Through continual research and development,
CSL aims to discover, develop and deliver a
range of therapies that improve quality of life.
This innovation stretches across many areas
but includes ongoing development in gene
and cell therapy, vaccines, and advances in
human transplants and management of rare
blood diseases. CSL’s Chief Executive Paul
Perreault explains that the company always
scouts for opportunities. This includes the
planned acquisition of Swiss pharmaceuticals
firm Vifor, which will allow CSL to diversify
further. In 2021, CSL’s revenue growth and net
profit both increased by 10 per cent.

CONTEMPORARY CASE STUDY

Telstra Corporation Limited

Background

Number of employees 26 000

Net profit $1.9 billion

Revenue in excess of $26 billion

Market capitalisation

CEO Andy Penn

Flagship products Fixed line, mobile phone, internet, data and network services and pay TV

Founded Australia’s telecommunications were established in 1901 by the Federal
Government. After much reorganisation over time the Telstra name was
introduced in 1995. Telstra was privatised between 1997 and 2011.

Head office Melbourne, Victoria

Telstra Corporation Limited is an Australian telecommunications company that
operates in all telecommunications markets throughout Australia. It provides
mobile phone and internet access, pay television and other products and
services, and is Australia’s largest mobile phone carrier. Originally a federal
government-owned business, Telstra was gradually privatised and was listed
on the Australian Securities Exchange (ASX) in 1997. It now has more than one
million shareholders.
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4.1.2 What you will learn

Key knowledge
Use each of the points below from the VCE Business Management Study Design as a heading in your summary
notes.

Reviewing performance —

the need for change

The concept of

business change

Proactive and reactive

approaches to change

A response and

evaluating the response

Key performance indicators as sources of data to analyse the 

performance of businesses, percentage of market share, net 

profit figures, rate of productivity growth, number of sales, 

rates of staff absenteeism, level of staff turnover, level of 

wastage, number of customer complaints, number of 

website hits and number of workplace accidents

Driving forces for change in

business including owners,

managers, employees,

competitors, legislation, pursuit

of profit, reduction of costs,

globalisation, technology,

innovation and societal attitudes

Key principles of the Force

Field Analysis theory (Lewin)

including weighting, ranking,

implementing

Key principles of the Force

Field Analysis theory (Lewin)

including weighting, ranking,

implementing

The two key approaches

(lower cost and

differentiation) to

strategic management

according to Porter’s 

Generic Strategies

Restraining forces in

businesses including

managers, employees,

time, organisational inertia,

legislation and financial

considerations

Key skills
These are the skills you need to demonstrate:

• identify, define, describe and apply business management concepts and terms
• interpret, discuss, compare and evaluate business information, theories and ideas
• analyse case studies and contemporary examples of business management
• apply business management knowledge to practical and/or simulated business situations
• propose, justify and evaluate management strategies to improve business performance.

Source: VCE Business Management Study Design (2023–2027) extracts © VCAA; reproduced by permission.

Resourceseses
Resources

Digital document Key terms glossary (doc-37936)
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4.2 The concept of business change and approaches
to change

KEY KNOWLEDGE

• The concept of business change
• Proactive and reactive approaches to change

Source: VCE Business Management Study Design (2023−2027) extracts © VCAA; reproduced by permission.

4.2.1 What is business change?
There is every indication that the pace of change confronting Australian businesses will intensify during the
next decade. Change is any alteration in internal or external environments; for example, change in consumer
tastes or change in employee expectations. It could also be a change to the way things are perceived, or a new
way of dealing with problems. Change can be relative — what a small business considers a major change may
be minor to a large company, such as the purchase of new equipment. Conversely, a major change to a large
company, such as a merger with another business, may not even be a consideration for a small business. Change
may also be limited to one business or extend to involve hundreds of businesses. From 2020 onwards, Australia
and the world saw numerous changes due to the COVID-19 pandemic. Businesses changed in numerous ways
and governments sought ways of assisting these affected businesses through an extended period of change and
uncertainty.

In response to the changes, many businesses will implement business change: the adoption of a new idea or
behaviour resulting in a difference in the form or operation of a business over time. The business may have
modified its corporate culture, implemented new management structures, recruited employees with new skills
or developed different work practices. Businesses, and managers, will find a course of action that best suits their
circumstances.

4.2.2 Approaches to change — proactive and reactive

Seqirus, the Australian division of CSL, developed a
cell-based influenza vaccination that does not use egg
protein and therefore reduces the need for millions of
eggs to be produced for this purpose each year. This is
an example of a planned approach to change.

All businesses face change. Some changes are
forced on a business, while others are carefully
planned. 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 those who
anticipate and adjust to changing circumstances
rather than get swept along passively or, worse, get
caught unprepared. Hence managers can be seen as
proactive or reactive when it comes to change.

A proactive approach to change refers to the
situation where a change is planned and occurs
before a business is affected by pressures in their
environment. A proactive approach is more effective
in managing change as it allows the business to gain
a competitive advantage due to not being affected
negatively by the change in the environment. It even
allows the business to be prepared when the change
occurs, so that the change does not dramatically impact the business.
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A reactive approach to change, however, occurs when a change is unplanned, and takes place after the business
has been affected by the pressures from its environment. It is less effective in managing change for the business,
as the business has already been affected by the change, potentially causing a loss in productivity or sales due
to failure to recognise that the change was imminent. The failure to respond immediately to the change can also
reduce the time available to the business to recover.

To be constructive, changes must occur at a pace that allows businesses to absorb and integrate them into their
operations. All changes should also be evaluated thoroughly to assess their overall impact. 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 management 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.

EXAM TIP

The Unit 4, Area of Study 1 outcome states that you need to ‘explain the way business change may come
about ...’. You should understand that change may occur in a business as a result of pressure from any alteration
in the business’s internal or external environments, and that a business may approach change proactively or
react to it once the alteration has occurred.

CONTEMPORARY CASE STUDY

Australia Post — where is my parcel?

Since the pandemic struck, online ordering and
demand for postal delivery services has boomed.
However, postal delays are becoming the norm, as
Australia Post continues to deal with a number
of issues, mostly unplanned for, and out of
their direct control. Manufacturing has been
delayed, and warehousing and logistics have
faced employee shortages. At Australia Post it
is the same; on top of additional demand and
soaring fuel prices, delivery drivers have been
scarce and must contend with new delivery
protocols, including COVID-19 tests every few
days, movement restrictions and long hours.

KEY IDEAS

• All businesses need to undergo change to remain competitive.
• Managers and management can be proactive or reactive in managing change.
• All management skills need to be utilised to effectively manage change.
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4.2 Exercises
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4.2 Quick quiz 4.2 Exercise 4.2 Exam questions

4.2 Exercise

TEST your understanding

1. Outline the meaning of the term ‘business change’.
2. Explain the difference between proactive and reactive approaches to change.
3. Explain why a business should adopt a proactive stance when dealing with change.
4. ‘It doesn’t matter about the size of the change or the size of the business. What’s important is the effect of the

change.’ Analyse this statement.

APPLY your understanding

5. Read the case study ‘Commonwealth Serum Laboratories (CSL)’ in section 4.1.1. Discuss whether CSL is
likely to approach change in a proactive or reactive way.

6. Access recent news articles about a contemporary business with which you are familiar. Outline the following:
• the business and its product or service
• a change that the business has faced
• the approach that the business took towards the change.

4.2 Exam questions

Question 1 (2 marks)

Describe the concept of business change.

Question 2 (4 marks)
Source: VCE 2019, Business Management Exam, Section A, Q.2; © VCAA

Managers can take either a proactive or a reactive approach to change.

Describe how each of these approaches can be used to manage change.

Question 3 (3 marks)

Explain why it is important for a business to manage change effectively.

Solutions and sample responses are available in your digital formats.
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4.3 Key performance indicators — analysis of business
performance

KEY KNOWLEDGE

• Key performance indicators as sources of data to analyse the performance of businesses, percentage of
market share, net profit figures, rate of productivity growth, number of sales, rates of staff absenteeism, level
of staff turnover, level of wastage, number of customer complaints, number of website hits and number of
workplace accidents

Source: VCE Business Management Study Design (2023−2027) extracts © VCAA; reproduced by permission.

4.3.1 Efficiency and effectiveness
Telstra describes its purpose as being committed to staying close to its customers and providing them with
the best experience. Telstra is also committed to delivering the ‘best tech’, ‘on the best network’, ‘to build a
connected future so everyone can thrive’. A large business, like Telstra, also has an obligation to its shareholders
and this can also be expressed as an objective. In particular, the Telstra Chief Executive Officer outlined that for
the financial year of 2022 Telstra would focus on improving customer experience, regional connectivity and new
opportunities in health and energy. This would allow Telstra to deliver on its financial ambitions.

Of course, Telstra must continually ask whether or not its desired objectives have been achieved. This kind
of evaluation can be done through measuring key performance data. A business like Telstra would have large
amounts of data that it can analyse, such as customer feedback, sales and profit figures. The business would need
to consider whether:

• it is performing as planned
• performance has improved over time
• performance compares to similar businesses in same industry.

Following an evaluation, businesses such as Telstra can identify and investigate any discrepancies in comparison
with the original planned objectives.

The business needs to ask whether the desired results were achieved and, if not, where and why they failed. If
strategies were successful, the business should examine what made them a success and reuse these strategies. By
evaluating successful operations, the business may also identify weak spots that can be improved. By constantly
evaluating its performance, a business such as Telstra can determine the efficiency and effectiveness of its
performance.

Effectiveness indicates to what degree a business has accomplished the objectives it set out to achieve. In other
words, the business is ‘doing the right things’. If a business’s goal was to make profit, then improving profit from
one year to the next would be seen as effective. A large business such as Telstra evaluates its performance by
assessing whether it has been effective as well as efficient. Efficiency refers to how well a business uses the
resources needed to achieve a goal. The most efficient use of resources occurs when benefits are greater than the
costs of resources employed. If a business reduced the amount of waste it produced while achieving its objective
of profit, for example, then this may be considered to be efficient.

4.3.2 Key performance indictors
Businesses use key performance indicators (KPIs) to evaluate performance. KPIs are criteria used as a
measure of the success, or the efficiency and effectiveness, of a particular area of the business’s performance.
They can also provide data that drives change for a business.

KPIs draw on information taken from a variety of sources, such as accounting reports, marketing statistics, data
gathered from customer or employee feedback, or from observation. Let us have a look at some typical KPIs.

8 Jacaranda Key Concepts in VCE Business Management Units 3 & 4 Seventh Edition
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Businesses evaluate their objectives using KPIs.

Establish objectives

• What do we want to achieve?

Evaluate performance

• Did we achieve the objective —

KPIs?

Develop strategies

• How will we achieve the

objectives?

4.3.3 Key performance indicators as sources of data

Percentage of market share
Percentage of market share refers to the business’s share of the total industry sales for a particular good or
service, expressed as a percentage. It is calculated by dividing a business’s sales (from that market) by the total
sales of all businesses in that market and expressing this as a percentage. An increase in market share suggests
that the business is performing successfully.

Equally, having the largest market share also suggests that the business is outperforming its competitors. In the
mobile phone network market in Australia, Telstra has held over 40 per cent of the market share for a ten-year
period. This means that out of all the customers who buy mobile data in Australia, over 40 per cent buy from
Telstra. Its closest rival Optus has held a market share of between 20 and 30 per cent. The rest of the market is
served by Vodaphone and other smaller providers.

EXAM TIP

Unit 4, Area of Study 1 identifies ten KPIs and, while there are other possible indicators, you should focus on
these ten KPIs. You should be able to define them, understand what a change in them means and what areas of
business performance are being assessed by each KPI. Linking KPIs to the right area of business performance
will result in better answers.

Net profit figures
Profit is what remains when expenses related to operating the business are deducted from the revenue earned.
Net profit is what is left following the further deductions of expenses and taxes. Investors will look at net profit
figures very closely because for the owners, or shareholders, of a business, it is the source of their return on their
investment. A business that makes a significant profit is considered to have performed successfully. Conversely,
a low net profit or a negative net profit, referred to as a loss, suggests that a business could be experiencing
several problems, including reduced sales, poor customer service or inadequate management of expenses.

Net profit figures are a very important key performance indicator for Telstra. Telstra’s net profit figures for the
last five years are summarised in the graph below. These figures have been sourced from Telstra’s 2021, 2020,
2019 and 2018 Annual Reports. Note that ‘FY’ stands for financial year, so each net profit figure is for the
period between July 1 and June 30.

TOPIC 4 Reviewing performance — the need for change 9
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Telstra’s net profit figures for FY2017 to FY2021
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Rate of productivity growth
Productivity is a measure of performance that indicates how many inputs (resources) it takes to produce an
output (goods or services). Productivity is a measure of efficiency that is used by the operations and human
resources area of management. An indicator of productivity is the rate of productivity growth. This is the
change in productivity in one year compared to that of the previous year. Growth in the rate of productivity
indicates that the business is using resources more efficiently. Productivity will improve if a business uses fewer
inputs to obtain the same level of output, or if more output is produced from the same input.

Number of sales
The number of sales of a product is a measure of the amount of goods or services (products) sold by the
business in a given period of time. Measuring the number of sales helps a business evaluate its performance,
especially its marketing strategies. Following a marketing campaign it is expected that the number of sales will
increase.

Usually, a business will be satisfied with its performance when the number of sales increases over a period of
time, even if it means lower profits in the short term due to higher marketing costs. The assumption is that such a
strategy will lead to higher profits in the long term.

10 Jacaranda Key Concepts in VCE Business Management Units 3 & 4 Seventh Edition
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In 2021, Toyota sold 223 642 new cars in Australia. This eclipsed the combined total of Mazda (second, 101 119)
and Hyundai (third, 72 872), while Ford (71 380) was fourth. While Toyota may be happy to continue to lead the
way with the most car sales in Australia, and MG be happy with their significant growth, other companies, such as
Hyundai, Nissan and Subaru, which were higher in the ranking in 2019, may be concerned that their share of the
market and number of sales have declined.

Toyota Mazda Hyundai Ford Kia Mitsubishi Nissan Volkswagen MG Subaru

Car sales by year — top 10
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One of the ways Toyota (and other companies)
is able to maintain strong sales is by producing
concept cars that show a strong future
direction in design development.

In November 2019, Toyota Auto Body unveiled the
shapely and innovative PMCV (or Personal Multi-
Compact Vehicle), a Level 4-autonomous electric
minivan.

DID YOU KNOW?

Small businesses are able to track sales reasonably easily — some businesses record them manually, through
raising an invoice, or rely on basic software to record each transaction. Larger businesses such as supermarkets
rely on complex sales management systems that record all checkout transactions. These systems identify trends
and buying patterns. They will also automatically reorder stock based on this information.

Rate of staff absenteeism
It is not uncommon for staff to have days off work — they get sick, they have family commitments, and
other circumstances may occasionally lead to them not attending work. This is sometimes a sign of a positive
relationship between the employer and the employee — support and trust exist. However, sometimes employees
may be absent from work because they are dissatisfied or demotivated. The rate of staff absenteeism measures
the number of workers who do not turn up for work when they are scheduled to do so. A rising rate of
absenteeism may indicate problems at work between the employer and the employees.

TOPIC 4 Reviewing performance — the need for change 11
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Level of staff turnover
The level of staff turnover can also be used as an indicator of the degree of staff satisfaction. It measures
the number of staff who are leaving the business, for whatever reason, and need to be replaced. This is an
important indicator for the human resources area of management. Some staff turnover is always to be expected
as employees move on to new businesses for a variety of reasons including promotion, or relocation. However,
high or increasing levels of staff turnover are problematic and suggest that employees are not satisfied with their
working conditions. Staff turnover means that staff will need to be replaced, resulting in recruiting and training
costs and the loss of productivity and knowledge.

Level of wastage
All businesses have a production process that generates a certain amount of waste. This can be measured by
the level of wastage. The level of wastage can consider the volume of resources consumed by inefficient or
non-essential activities, the amount of unwanted material left over from a production process, output that has
no marketable value, material that from a consumer’s viewpoint doesn’t add value to a good or service or
any material discharged to, deposited in or emitted to an environment in such a quantity that it causes harm
or damage. This performance indicator is typically used by the operations area of management. A business
manages resources more efficiently by reducing waste, which can cut production costs.

There has been a lot of talk about sustainability
in the fashion industry. With the increase in
online shopping, this conversation has shifted to
include concern about the amount of packaging
used and the waste that is generated when
customers have to return items that they have
bought online. When posting an item, the waste
can include postal bags, gift cards, printed order
sheets, layers of wrapping and embossed boxes.
Ifa customer decides to return unwanted online
items, usually clothing, there is also the use
of a new postage bag, and new packaging that
the clothes eventually need once they are sold
again. Clothes manufacturer Nobody Denim
is trying to solve this issue by salvaging returned postal bags, improving its clothing sizing information on its
website, getting the customer to pay for returns and switching its packaging to compostable bags.

Number of customer complaints

Customer complaints can lead to a loss of
customers (sales) and profits and can impact
business performance.

The number of customer complaints refers to the
number of customers who contact the business to express
their disappointment with the business — the goods or
service purchased, the quality, price or the customer
service received.

The number of complaints that customers make can
also indicate whether they are satisfied with the way
the business performs. A successful business, aiming
to maximise customer satisfaction, would receive a
small number of customer complaints. Some businesses
understand that one customer complaint represents the
‘tip of the iceberg’, because for every customer who
complains to the business, there are several customers
who don’t.

12 Jacaranda Key Concepts in VCE Business Management Units 3 & 4 Seventh Edition
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Number of website hits
A ‘hit’ on website is a request to a webserver for
a file such as a webpage or image. Servers can
monitor website activity and register whenever a
webpage receives a visitor (or a ‘hit’). In technical
terms, there may be many ‘hits’ once a potential
customer visits a web page, since a web page
can contain multiple files, such as images and
texts which are ‘downloaded’. What is important
for a business is to record how many potential
customers visit its site or engage with the site
following an advert or a link from a social media
platform. Furthermore, a business can track how
many of these ‘hits’ result in a purchase.

Number of workplace accidents
An unsafe workplace impacts on the productivity
of the business for several reasons. Staff members who feel unsafe may not be motivated to work efficiently
while accidents can actually stop production. The number of workplace accidents refers to any unplanned
event that results in personal injury or property damage at the workplace that is reported to management. If the
number of workplace accidents falls, then the workplace is probably safer for employees. This is a performance
indicator that is important to both the human resources and the operations areas of management.

Certain industries have higher levels of workplace accidents than others. The agriculture, forestry and fishing
industry ranks as the industry with the highest number of workplace deaths.

Resourceseses
Resources

Video eLessons Workplace accidents — Australia Post (eles-1047)
Key performance indicators (eles-4292)

EXAM TIP

The Unit 4, Area of Study 1 outcome states that you need to ‘use key performance indicators to analyse the
performance of a business’. You should understand that this KPI data, and the analysis of that data, will be used
to lead businesses to change and so you should be considering what areas of the business relate to each KPI
and how those KPIs can lead to change.

KEY IDEAS

• All businesses measure their performance.
• Businesses seek to improve their efficiency and effectiveness.
• Key performance indicators are specific criteria used to measure the efficiency and effectiveness of the
business’s performance.

• The performance of a business can be analysed using the following key performance indicators as sources of
data:
• percentage of market share
• net profit figures
• rate of productivity growth
• number of sales
• rates of staff absenteeism

• level of staff turnover
• level of wastage
• number of customer complaints
• number of website hits
• number of workplace accidents.

TOPIC 4 Reviewing performance — the need for change 13
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4.3 Quick quiz 4.3 Exercise 4.3 Exam questions

4.3 Exercise

TEST your understanding

1. Outline what is meant by the term ‘key performance indicator’.
2. Explain why net profit is an important performance indicator.
3. Outline why productivity is an important key performance indicator.
4. Define ‘staff turnover’.
5. Outline how reducing waste can cut costs.

APPLY your understanding

6. In groups of three or four, discuss what is likely to happen when a business’s performance:
a. does not meet customer expectations
b. meets customer expectations
c. exceeds customer expectations.

Choose a spokesperson to share your group’s comments with the rest of the class.
7. Key performance indicators are used to measure whether or not an objective has been achieved. Using the

table below outline how the key performance indicators in section 4.3.3 can be used to evaluate performance.
The first entry has been completed for you.

Business objective Key performance indicator
How the KPI can be used to

evaluate performance

Maximise profit Net profit An improvement in net profit
means a business has improved
its productivity, either by
earning more revenue or by
reducing expenses and costs.

Increase sales

Improve productivity

Increase market share

Meet safety standards

Improve retention of employees

Reduce workplace waste

4.3 Exam questions

Question 1 (2 marks)
Source: VCE 2018, Business Management Exam, Section A, Q.3a; © VCAA

Define the term ‘key performance indicator’.

14 Jacaranda Key Concepts in VCE Business Management Units 3 & 4 Seventh Edition
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Question 2 (2 marks)

Refer to the graph below. Analyse the impact the trend in this key performance indicator may have on net profit.
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Question 3 (4 marks)

Describe the key performance indicator ‘number of customer complaints’. Outline how an increase in this
indicator may impact the achievement of one business objective.

Question 4 (4 marks)

Describe the key performance indicator ‘number of website hits’. Outline how a decrease in this indicator may
impact the achievement of one business objective.

Question 5 (3 marks)

Explain the link between a rising rate of staff absenteeism and the level of staff turnover.

Solutions and sample responses are available in your digital formats
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4.4 Key principles of the Force Field Analysis theory
(Lewin)

KEY KNOWLEDGE

• Key principles of the Force Field Analysis theory (Lewin) including weighting, ranking, implementing a
response and evaluating the response

Source: VCE Business Management Study Design (2023−2027) extracts © VCAA; reproduced by permission.

4.4.1 Force Field Analysis
Psychologist Kurt Lewin developed a useful model for understanding the factors, or forces, that will influence
a given situation (originally his work related to social situations). Known as Force Field Analysis, the model
describes how a business can determine which forces drive and which resist a proposed change.

Driving forces are those forces that initiate, encourage and support the change — they work to assist the
business in achieving its goal. The main driving forces for business change are outlined in subtopic 4.5.
Restraining forces are those that work against the change, creating resistance — in other words, they hinder
the achievement of the goal. The main restraining forces impacting business change are outlined in subtopic 4.6.

Managers who are trying to implement a change must conduct a ‘force field analysis’ to identify these forces
and ensure that the driving forces exceed the restraining forces.

Driving and restraining forces work against each other, making it difficult for a business to change.

Restraining forcesDriving forces

Customer

Legislation

Changes in technology

Opportunities to enter a new

market

Financial considerations

Employee resistance

Time

Managers

Goal

4.4.2 Key principles of a Force Field Analysis
According to Force Field Analysis, any business looking at implementing change must consider the forces that
are exerting pressure at the time. The first area to consider is the factors that may drive the change. These may
include people of influence or the decision makers within the business, such as managers. Other forces that
will push or drive the business to change include competitors, technology and legislation. The next step is to
consider the factors that are restraining the project. 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 forces, which may
include stakeholders such as managers and employees, act to restrain change and are unlikely to consider any
improvements or benefits that might result from the change.
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As is discussed further below, the driving and restraining forces impacting a business need to be identified. Once
identified, they are given a ‘score’ reflecting their importance to the change process. This process then leads into
the development of an action plan.

Force Field Analysis involves considering the opposing forces that exist in a business environment. These operate
a little like a tug of war, with driving forces and restraining forces pulling in different directions. However, there are
some subtle differences. Effective change will only occur when the weight of driving forces overwhelm restraining
forces. If the forces remain in equilibrium or if the weight of restraining forces are greater than driving forces, change
is unlikely to occur. To change the business to the desired condition, it is necessary to increase the driving forces,
decrease the restraining forces, or both.

Driving forces

(forces for change)

Equilibrium

(status quo)

Restraining forces

(forces resisting change)

Resourceseses
Resources

Video eLesson Key principles of the Force Field Analysis theory (eles-2933)

4.4.3 Force Field Analysis diagram — an action plan
An important aspect of Lewin’s Force Field Analysis is an action plan. Using a template similar to the
one shown in this section, driving forces can be listed on the left side of a ‘T’ diagram and restraining forces
can be listed on the right. Once the forces are listed they can be allocated a numerical score (for example, from
1 to 5). This score is a means of ranking the forces. Those forces that are important are given a score of 4 or 5,
with less important or less influential forces given a lower score. This allows the forces to be prioritised, so it can
be decided which restraining forces to deal with first and which driving forces to promote and encourage.

4.4.4 How to complete a Force Field Analysis
Assume your school is considering changing its uniform for next year. How would a Force Field Analysis assist
in this change? Below is a simple process for completing a Force Field Analysis.
1. Form a guiding group of people driving or enabling the change.
2. Using a Force Field Analysis diagram, outline the change proposal.
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3. As a group, identify the forces that are currently driving or restraining the change. For each force, assign a
score relative to the perceived strength of the force. This score can be referred to as a ‘weighting’. A low
score (1) suggests the force is weak while a high score (5) suggests a strong force.

4. Prioritise, or rank, the top 3 to 5 most restraining forces and driving forces. These are the forces the
business and the guiding group need to either eliminate or strengthen to allow the change to occur.

5. Using the action plan template, list the actions that are required to be completed to meet the proposed
change and assign responsibility for each action. This is known as implementing a response.

For example, the guiding group might attempt to strengthen driving forces by finding or encouraging
support for the implementation of a change. Strategies for dealing with resistance to the implementation
of a change can also be determined, with the objective of eliminating restraining forces. It is important to
remember that implementation of a response is not the final step. As with all models and changes, there
must be a process of review and evaluation.

Template for a Force Field Analysis diagram

Driving forces Restraining forces

Action By whom By when

No changeUnsuccessfulSuccessful

1

2

3

4

5

6

7

8

9

10

1

2

3

4

5

6

7

8

9

10

Proposed
change

A process for conducting a
Force Field Analysis

1. Form a guiding group

2. Outline the change proposal

3. Identify current driving and/or

restraining forces

5. List actions required and

assign responsibility

6. Review / evaluate

4. Prioritise the top restraining and

driving forces/ eliminate or 

strengthen these

4.4.5 Benefits of a Force Field Analysis
Any process or model for implementing change must result in benefits to the business and lead to a successful
change. Benefits of the Force Field Analysis include the following:

• Businesses are able to weigh up the factors ‘for and against’ and whether the change is worth undertaking.
• It allows a business to identify and strengthen the driving forces supporting the change and to take action to

reduce or eliminate the restraining forces.
• Force Field Analysis allows stakeholders to identify the change as a positive or negative change from their

perspective.
• It allows a timeline to be developed and additional resource requirements to be identified
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• Force Field Analysis can identify if skills are restraining change and therefore what training may be
required.

• It can identify inadequate systems so a re-design of systems can be undertaken.
• The Force Field Analysis diagram is a visual aid that can support communication and reduce

communication barriers.
• It allows the business to identify those people within the business who are supportive of the change and

those restraining the change.

4.4.6 Limitations of a Force Field Analysis
In general, a business will benefit from the preparation of a Force Field Analysis. However, businesses that
prepare such an analysis should do so recognising that there are a number of limitations of such an analysis.
These include the following:

• The identification of the driving and restraining forces may omit some forces. They may not be clearly
identifiable at the time and may emerge during the change or the person completing the analysis may not
have identified the force.

• The weightings of the forces are subjective. Biases can emerge when determining the importance of a
particular force.

• Timelines can also be subjective and may not consider unexpected events.
• Assigning responsibility to people to manage aspects of the change may result in a need for training as the

skills of people may be lacking or overestimated.

KEY IDEAS

• Kurt Lewin developed a theory of change management based on a Force Field Analysis.
• A Force Field Analysis examines the driving and restraining forces for change.
• A Force Field Analysis requires an action plan.

4.4 Exercises

Students, these questions are even better in jacPLUS

 

Receive immediate 
feedback and access 
sample responses

Access 
additional 
questions

Track your 
results and 
progress

Find all this and MORE in jacPLUS 

4.4 Quick quiz 4.4 Exercise 4.4 Exam questions

4.4 Exercise

TEST your understanding

1. Explain what is meant by Force Field Analysis.
2. Define ‘driving forces’ and ‘restraining forces’, providing an example of each.
3. Outline the steps involved in developing a Force Field Analysis.

APPLY your understanding

4. Using the action plan template, complete a Force Field Analysis on a contemporary business with which you
are familiar.
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5. Evaluate the importance of adopting a theory to help a business undertake change.
6. Discuss how a Force Field Analysis could be used by a small shop owner considering opening a second

store.

4.4 Exam questions

Question 1 (6 marks)

The growth of audio books has led to a decline in hard copy books at bookstores. Describe how Lewin’s Force
Field Analysis could be used by a bookstore business in this situation.

Question 2 (5 marks)

Describe how Lewin’s Force Field Analysis could be used during the change process and outline one benefit of
performing a Force Field Analysis.

Question 3 (5 marks)

If restraining forces outweigh the driving forces then a business shouldn’t change. Discuss this statement.

Question 4 (4 marks)

Describe two benefits of conducting a Force Field Analysis.

Solutions and sample responses are available in your digital formats.

4.5 Driving forces for change in business

KEY KNOWLEDGE

• Driving forces for change in business including owners, managers, employees, competitors, legislation,
pursuit of profit, reduction of costs, globalisation, technology, innovation and societal attitudes

Source: VCE Business Management Study Design (2023−2027) extracts © VCAA; reproduced by permission.

Driving forces work to encourage, foster and initiate change. As seen in the following diagram, there are a
number of factors that will push for a change in a business.

Driving

forces

Owners and

managers

Societal

attitudes
Innovation

Technology

Globalisation
Reduction of

costs

Pursuit of

profit
Legislation

Competitors

Employees

Resourceseses
Resources

Video eLesson Driving and restraining forces (eles-4293)
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EXAM TIP

The Unit 4, Area of Study 1 outcome states that you need to ‘explain the driving and restraining forces for
change’. You should understand that driving forces encourage change — they are not sources of change. You
should also understand that some forces are both driving and restraining forces. When asked to explain or
describe a driving and restraining force, it is advisable to select two different forces as using the one force for
both concepts may lead to confusion. It is also unlikely that a force would both drive and restrain at the same
time for the same circumstance.

DID YOU KNOW?

• The sources of driving forces (and restraining forces) are varied. Some are found in the internal environment
(inside the business) and some are found in the external environment (outside the business).

• Some driving forces, such as managers, employees and legislation, can also be restraining forces in other
situations.

4.5.1 Owners and managers
A business owner is someone who establishes and operates a business. Small businesses may have one owner,
whereas larger businesses may be owned by multiple partners or shareholders. Some owners are very active
in running their businesses. In larger organisations, managers often have the responsibility of operating a very
profitable or successful business.

The role that owners and managers play in the operations of a business makes them 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 be under pressure to push for changes that
will lead to a better outcome and more efficient achievement of business objectives.

4.5.2 Employees

Employees working outdoors at Googleplex
headquarters main office in Mountain View, California

Employees working for a business expect to be
paid fairly, trained properly and treated ethically
in return for their vital contribution to production.
Many employees are also stimulated and motivated
by an environment that fosters innovation and
creativity. 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, Apple and Google
have benefited from employee creativity, enabling
them to develop innovative technologies. The
development of innovative products within a
business can create a need for change in everything
from operations to marketing.
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4.5.3 Competitors

Established brands are trying to catch up to Tesla with the
introduction of new models.

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. Electric vehicle sales are increasing in Australia. As electric vehicle technology
becomes cheaper, there are now over a dozen car manufacturers producing them, including Toyota, Audi,
BMW, Mazda and Volvo. However, the market leader, with over 65 per cent of the sales in the electric
vehicle market, is Tesla. Tesla established itself early on and its competitors are having to deal with its
strong hold on the market.

• Advertising campaigns, sales and the development of an online presence are other examples of how
competitors can drive change within a business.

4.5.4 Legislation

<To come>.
Laws can be passed that require a business to stop
doing something or to start doing something. It is
a legal requirement for businesses to comply with
the law or they may face substantial fines or even
imprisonment of individuals.

As of 2022, all Australian states had banned the use
of single-use plastic bags. However, many retailers
adopted this stance before the legislations had been
passed. For example, ALDI has never offered free
single-use plastic bags to customers and customers
have always been charged 15 cents for a thick
reusable plastic one. In Victoria, the banning of
single-use plastic items such as straws, cutlery, plates
and drink stirrers, as well as polystyrene food and
drink containers, is effective from February 2023. Businesses will need to adapt to these changes accordingly.
Businesses who produce these items will face an uncertain future.
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4.5.5 Pursuit of profit
All businesses, regardless of size, need to earn a profit, of which they return a portion to owners/shareholders.
Because profit is essential to the survival of a business (a business cannot continue to operate if expenses are
greater than revenue for long periods of time), the fact that businesses will pursue profit can be considered to be
a driving force for change.

If the profit levels of a business are not as high as the management team have identified as their goal, it is likely
they would need to make changes to either generate more revenue or decrease their costs to earn the profit that
allows them to achieve their goals.

As noted above, the pursuit of profit is a driving force for change. If profit is not sufficient to satisfy objectives
then the business may undertake a change to assist it in meeting those objectives.

4.5.6 Reduction of costs
A business will incur a range of costs. Supplies, materials, utility costs, government charges and taxes, interest
and other finance costs and wages are all costs associated with operating a business. If costs are rising then profit
will be negatively impacted and as such may drive the business to change. In these circumstances businesses
will seek to implement strategies to reduce costs. There are a range of cost-reducing strategies available for
businesses to implement:

• Source materials and supplies from a cheaper supplier, either locally or from overseas.
• Source a local supplier to avoid paying import duties.
• Reduce wages through downsizing or replacing labour with technology, such as robotics or an assembly

line.
• Source a new supplier of utilities (gas, water, electricity and telecommunications). Privatisation has led to

more options in these areas and so businesses can ‘shop around’ for better deals.

Profit may be increased in two ways — an increase in revenue, brought about by increasing sales or raising
prices, or through a reduction in the costs associated with operating the business.

4.5.7 Globalisation
Globalisation is the movement across nations of trade, investment, technology, finance and labour brought
about by the removal of trade barriers. Combined with the development of hi-tech communications, lower
transport costs and unrestricted trade and financial flows, the whole world can now operate as a single market,
producing a more integrated global economic system. Australian businesses therefore operate on the world
market, competing not only with businesses in their local area, but also nationally and internationally. We have
already seen examples of this when we examined global sourcing of inputs, overseas manufacture and global
outsourcing when we investigated operations management (see subtopic 5.12).

This process of operating nationally and internationally has been strengthened by globalisation and so businesses
that don’t recognise they are competing in a world market may find themselves left behind. Globalisation will
drive all businesses to change so they remain viable and competitive.

4.5.8 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.
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IKEA are using augmented reality to allow customers to see how
products will look in their own home..

All businesses, regardless of size, are
able to take advantage of technology
and so all businesses are driven
to change by technology. Telstra
launched the T25 strategy in 2021.
T25 is a strategy for growth that
focuses on leading technology. As new
technologies continue to evolve —
including 5G and 6G, satellite and cloud
services — Telstra are pioneering these
services and working with businesses to
ensure that they are able to transition to
the technologies effectively. Indeed, all
businesses are having to incorporate
new technologies into their ways of
doing things. Technology to allow
payments using smartphones and checking in using QR codes have all been readily adopted by businesses. Some
businesses such as IKEA are using augmented reality to see how furnishing will look in your house and others,
such as Tesla, are pioneering driverless vehicles.

4.5.9 Innovation

The introduction of contactless payment by debit and
credit cards (payWave), and through mobile phones,
has led to a significant increase in the total spent using
these cards.

Innovation is a process that occurs when something
already established is improved upon. Innovation
can be driven by technological advances and
by globalisation. Innovation can result from
research and development undertaken by businesses
or through individuals identifying areas for
improvement. Innovation can also result from the
identification of a niche market. A niche market is
a narrowly selected market segment within a larger
market.

We have all already lived through significant
innovations in communication — smartphone
advancement, wifi, and communications
applications such as Facebook, Instagram and
Twitter — all of which have also impacted
businesses. The creation of Facebook and Twitter
(among other apps) has driven businesses to develop
their own Facebook pages or Twitter accounts to better keep in touch with customers.

Other examples of innovation that have driven changes in business are the ability to remotely check-in for airline
flights, contactless payment in stores, and food delivery applications.

For many businesses, innovation is essential for their survival. Being able to innovate and develop new ways of
thinking and doing business will give many businesses a competitive edge.
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4.5.10 Societal attitudes

There is growing pressure for businesses to implement procedures
to preserve and protect the natural environment. Australian
supermarket chains phased out the use of single-use plastic bags
before legislation, as a result of societal attitudes.

Businesses are constantly confronted
by changes in society’s attitudes and
values. Society’s attitudes about what
is socially acceptable are constantly
changing and this affects the ways in
which businesses operate. Increased
access to rapid communications has
made the world’s population more
acutely aware of what businesses are
doing. Pressure from society has forced
businesses to implement procedures
to preserve and protect the natural
environment. The decision described in
section 4.5.4 by Australian supermarkets
to phase out the use of single-use plastic
bags is one such example. Society’s
attitudes had shifted, and customers
were concerned about their impact
on the environment and so, before
legislation was passed, these businesses
responded to what society believed was appropriate.

Society requires that businesses sell acceptable 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.

CSL were actively involved in supporting those impacted by the bushfire crisis in Australia in early 2020. In
recognition of the emergency, and in keeping with their commitment to support communities, CSL donated
$500 000 for urgent aid and pledged to match dollar for dollar all employee donations that were made.

CSL were actively involved in supporting those impacted by the
2020 bushfire crisis in Australia.

Resourceseses
Resources

Weblink AGL Energy for Life
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KEY IDEAS

• Driving forces are those forces that initiate, encourage and support the change.
• The main driving forces for change include:

• managers (want the business to remain profitable and competitive)
• employees (working in a supportive and innovative environment are free to suggest ideas)
• competitors (fear of loss to a rival if the changes are unsuccessful)
• legislation (changes to the law that impact operational practices)
• pursuit of profit (the greater the profit the greater rewards for business owners)
• reduction of costs (financial cost of operating a business can affect profit)
• globalisation (the need to compete with overseas businesses)
• technology (stay up to date or risk falling behind)
• innovation (the drive and desire to be a market leader)
• societal attitudes (the need to reflect what society values).

4.5 Exercises

Students, these questions are even better in jacPLUS

 

Receive immediate 
feedback and access 
sample responses

Access 
additional 
questions

Track your 
results and 
progress

Find all this and MORE in jacPLUS 

4.5 Quick quiz 4.5 Exercise 4.5 Exam questions

4.5 Exercise

TEST your understanding

1. Explain what is meant by a driving force.
2. Outline three driving forces for change.
3. Outline how technology is a driving force for change.
4. Explain how innovation is a driving force for change.

APPLY your understanding

5. Copy and complete the following table.

Example of driving force How it may impact a business

New laws passed to protect young workers

Computerisation of sales data

Employees

New export market identified

Protection of the natural environment

Globalisation

6. Discuss the advantages and disadvantages of accelerating technology on a business’s operations.
7. ‘A business must always be aware of the changing nature of competitors.’ Discuss the meaning of this

statement.
8. With reference to a contemporary business with which you are familiar, make a list of advantages and

disadvantages that the driving force of globalisation presents.
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4.5 Exam questions

Question 1 (6 marks)
Source: VCE 2020, Business Management Exam, Section A, Q.6; © VCAA

Analyse how societal attitudes have been a driving force for change in a contemporary business that you have
studied this year.

Question 2 (3 marks)

One of the objectives of Telstra is to create sustained growth and value for shareholders. Describe one driving
force that could have an impact on the success of this objective.

Question 3 (3 marks)

Describe how employees may drive change.

Question 4 (6 marks)

Competitors are perhaps the most important driving force for change. Analyse this statement.

Solutions and sample responses are available in your digital formats.

4.6 Restraining forces in business

KEY KNOWLEDGE

• Restraining forces in businesses including managers, employees, time, organisational inertia, legislation and
financial considerations

Source: VCE Business Management Study Design (2023−2027) extracts © VCAA; reproduced by permission.

Restraining forces are those that work against change, creating resistance. A range of different forces hinder or
restrain change. These forces are seen in the diagram below.

Restraining forces

Managers

Organisational inertia

Time Legislation

Financial considerations

Employees

DID YOU KNOW?

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’.

4.6.1 Managers
In some cases a manager may be the factor restraining or stopping change occurring. Some managers may
make hasty decisions that are poorly timed and unclear. Other managers may be indecisive and put off making
a decision, creating uncertainty. Managers may also act as restraining forces if they lack the capacity to deal
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with change. A manager may lack the experience and skills to oversee a transformation or may not be able to
deal with resistance from the various stakeholders in the business. Any of these situations may eventually cause
employees to lose confidence in the decision-making abilities of management.

Changes that threaten to eliminate jobs usually face strong resistance. For example, most business restructuring
involves the elimination of some middle management positions. Consequently, middle managers may resist
restructuring.

4.6.2 Employees
It has already been identified that employees can act as a driving force. However, they can also act as a
restraining force for businesses seeking to undergo a change. Any type of change to a business will eventually
impact on the level and type of staffing. There is always the fear of job losses during any change and this can
lead to staff resisting the change.

Further to this, the introduction of a major change, such as a merger or acquisition, may result in a complete
breakdown of the existing corporate culture. This can create a feeling of mistrust and suspicion among the
employees.

Employees may also resist change because they are worried that they cannot adapt to the new procedures, which
threaten established work routines. This is made worse if training is not provided. No matter how technically or
administratively perfect a proposed change may be, staffing issues may make or break it.

Following the global pandemic, with its isolation rules and relience on virtual meetings , one might have
expected employees to welcome a return to the office. Instead, many employers found that there was employee
resistance to giving up working from home. This resistance stemmed from employees enjoying the new
flexibility over their work–life balance, with many becoming distant from their employers over the duration of
the pandemic. It was reported that in the period after restrictions lifted, many employees resigned and sought
work that would offer them the flexibility that they had become used to.

Resourceseses
Resources

Video eLesson Overcoming employee resistance (eles-2934)

4.6.3 Time

Poor timing, or lack of time, will result in undue
resistance to change.

Change is ongoing and as such there is always pressure
for change. Some of these pressures occur quickly and
so businesses do not have the time to plan the change as
efficiently and effectively as they would like.

In some circumstances, not enough time is allowed
for people to think about the change, accept it and
implement it. In other situations, the timing is poor.
A business may invest years and millions of dollars
in a change, only to find the external environment has
changed so much that the plan devised for success is no
longer applicable.

4.6.4 Organisational inertia
Organisational inertia is the organisation’s inability to make internal changes, or lack of response, when faced
with significant external changes. Some managers resist change because it requires moving outside and away
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from their ‘comfort zones’. Many employees and managers of the typical business desire a safe and predictable
status quo.

Organisational inertia can also be the result of the success of a business. Managers may be reluctant to invest in
new projects, particularly when things are going well. They may feel that a new direction is too risky, or they
may be too attached to what they have always done.

4.6.5 Legislation
The past 20 years have seen significant changes in the legal framework within which Australian businesses must
work. Legislation must be complied with, and it can act as a restraining force. This occurs when the legislation
places restrictions on certain operational practices and procedures. For example, a mining company wanting
to exploit a new mineral resource will have to do so within the limitations of current environmental protection
legislation.

Other examples of legislation acting as a restraining force include government bodies such as the Australian
Competition and Consumer Commission (ACCC), which has the power to prevent a merger from occurring
between two businesses. Laws such as occupational health and safety laws can prevent a business from
undertaking changes that could potentially cause injury to workers.

More recently privacy legislation has become an issue as businesses have access to, and are handling and
storing, increasing amounts of personal data. In 2021, the Federal Court found that Google LLC and Google
Australia Pty Ltd (together, Google) misled consumers about personal location data collected through Android
mobile devices between January 2017 and December 2018, in a world-first enforcement action brought by the
ACCC. Businesses need to be fully aware of all legislation affecting them and how they conduct their activities.

4.6.6 Financial considerations
Financial considerations include cost and revenue issues for a business. The financial cost of its implementation
can restrain a change. Even given sufficient finances, a business contemplating change must weigh up the
costs associated with implementing the change and compare with the benefits of the change. Well-informed,
calculated decisions to proceed will minimise the risk and enhance the long-term viability of the change.

The main financial costs of change include:
• purchasing new equipment. Change often requires a business to change its operations system which

leads to the purchase of new technology/equipment. The purchase cost of new technology, buildings or
equipment can be considerable and it may take time for the improved efficiency to have revenue benefits
that cover these costs.

• retraining the workforce. As new technology is introduced, employees must be retrained. MicroForte
Technologies, for example, allocates 7 per cent of its yearly budget to staff retraining.

• reorganising plant layout. When new technology/equipment is installed, the layout of the plant may require
reorganisation to improve efficiency and productivity.

• redundancy payments. Employees who lose their jobs as a result of the changes are entitled to financial
compensation in the form of a redundancy payment.

Revenue issues can also affect change. The high costs of change will often affect the profit margin of a business.
To maintain profit the business may consider raising prices. This can act as a restraining force as competitors
may not be facing the same pressures and businesses don’t want to price themselves out of the market in which
they operate.

Businesses will often complete a cost–benefit analysis to determine if the costs of the change outweigh the
benefit to the business.
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KEY IDEAS

• Restraining forces work against the change
• The main reasons for resistance to change include:

• managers (due to either poor decision-making or fear of loss of control or power)
• employees (fearful of changes that threaten job security or require new work routines)
• time (either poor timing, or lack of time)
• organisational inertia (prefer to stay with the safe and predictable status quo)
• legislation (restrictions placed on certain operational practices)
• financial considerations (financial cost of implementing major changes can be substantial).

4.6 Exercises

Students, these questions are even better in jacPLUS

 

Receive immediate 
feedback and access 
sample responses

Access 
additional 
questions

Track your 
results and 
progress

Find all this and MORE in jacPLUS 

4.6 Quick quiz 4.6 Exercise 4.6 Exam questions

4.6 Exercise

TEST your understanding

1. Outline how time can be a restraining force.
2. Define what is meant by ‘organisational inertia’ and provide an example.
3. Explain why management might resist a proposed change to a business.

APPLY your understanding

4. Analyse the restraining forces that may impact a proposal at your school to change the start of your school
day from 9 am to 7 am.

5. Propose and justify which restraining force for change you think is:
a. the most common for a business
b. the most difficult for managers to deal with.

6. Based on the theory of restraining forces, explain the possible sources of resistance for an organisation
wishing to implement new technology.

4.6 Exam questions

Question 1 (3 marks)
Source: VCE 2016, Business Management Exam, Q.4a; © VCAA

Distinguish between driving forces and restraining forces for change.

Question 2 (4 marks)

One of the objectives of Shandra’s Dairy Ltd is to become a truly global brand.

Explain one driving force and one restraining force that could have an impact on the success of this objective.

Question 3 (4 marks)

Explain how employees can be both a driving and a restraining force for change.

Solutions and sample responses are available in your digital formats.
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4.7 APPLY YOUR SKILLS Forces affecting change

KEY KNOWLEDGE

• Identify, define, describe and apply business management concepts and terms
• Interpret, discuss, compare and evaluate business information, theories and ideas
• Analyse case studies and contemporary examples of business management
• Apply business management knowledge to practical and/or simulated business situations
• Propose, justify and evaluate management strategies to improve business performance

CONTEMPORARY CASE STUDY

CSL’s response to change

Prime Minister Scott Morrison visits a CSL vaccine facility in
Melbourne

The global pandemic has had a
profound effect on most businesses
in one way or another, changing
the way or speed at which they
operate. As an organisation that
develops vaccines as part of its
product portfolio, CSL has been at
the forefront of responding to this
situation.

Throughout 2020, CSL was in
negotiations with AstraZeneca
(a British–Swedish multinational
pharmaceutical and biotechnology
company) to have the rights to
manufacture a vaccine. This meant
that CSL would need to ready its
facilities to cope with producing this
new product, including ensuring
there were sufficient employees with
the necessary capabilities for the
research, testing, manufacture and storage of the vaccine.

CSL CEO and Managing Director Paul Perreault said, ‘The social and economic impact of the COVID-19
pandemic has brought a high level of urgency to the task of developing a vaccine, and to manufacture a
successful vaccine at high quality and in sufficient quantities’. Mr Perreault added that ‘CSL is the only company
in Australia with manufacturing facilities capable of producing this vaccine’, but also acknowledged that ‘facilities
will require modifications in order to fulfil the compliance requirements as well as the addition of skilled personnel
and further capital investment’.

In April 2020, CSL and AstraZeneca agreed for CSL to manufacture 50 million doses of the AstraZeneca vaccine
for supply in Australia.
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4.7 Exercises

Students, these questions are even better in jacPLUS

 

Receive immediate 
feedback and access 
sample responses

Access 
additional 
questions

Track your 
results and 
progress

Find all this and MORE in jacPLUS 

4.7 Quick quiz 4.7 Exercise 4.7 Exam questions

TEST your understanding

1. Define the term ‘driving forces’.
2. With reference to the CSL case study, identify and outline the driving force for change.
3. Describe what the key restraining forces would have been for CSL in adapting to the change.

APPLY your understanding

4. a. Select three driving forces for change.
b. For each of the driving forces you have selected, find an example of a business that has been affected by

that driving force. You should have three separate business examples.
c. For each of the businesses, complete the following.

i. Describe the driving force affecting the business.
ii. Discuss the impact of the driving force on the business.
iii. Outline the business response to the driving force.
iv. Outline any resistance to the driving force.

You may wish to collate your information in a table like the one below.

Business name Change Driving force Response Restraining force

4.7 Exam questions

Question 1 (2 marks)

Referring to a contemporary business case study, explain what is meant by ‘business change’.

Question 2 (5 marks)

Referring to a contemporary business case study with which you are familiar, identify a change issue and
describe two restraining forces that this business would face.

Question 3 (4 marks)

Referring to a contemporary business case study, explain how a Force Field Analysis could be used during a
period of change.

Question 4 (4 marks)

Explain how employees can act as both a driving and a restraining force.

Question 5 (4 marks)

If restraining forces outweigh driving forces then a change shouldn’t be undertaken. Discuss this statement.

Solutions and sample responses are available in your digital formats.
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4.8 APPLY YOUR SKILLS Driving and restraining forces

KEY KNOWLEDGE

• Identify, define, describe and apply business management concepts and terms
• Interpret, discuss, compare and evaluate business information, theories and ideas
• Analyse case studies and contemporary examples of business management
• Apply business management knowledge to practical and/or simulated business situations
• Propose, justify and evaluate management strategies to improve business performance

CONTEMPORARY CASE STUDY

NAB rebounds with $5.3 billion profit, announces 6000 job losses

After poor financial results in 2016,
National Australia Bank (NAB) have turned
their attention to considering exactly how
customers are banking. According to a
NAB report in 2021, over 93 per cent of
customer interactions take place over the
phone, by video or online. NAB report that
they have seen a 30 per cent reduction in
over-the-counter transactions in the last
year alone. NAB acknowledge that their
physical branch presence will no longer be
viable in some areas.

Since 2017, NAB have been on a
trajectory of change. The bank
acknowledges that the changes ‘have
been driven by customers’ and were also the impact of an ‘increasingly digital and automated world’. The
company has forecast redundancies of 6000 staff in total across several years, and the recruitment of 2000
staff with digital skills. Some of these recruitments are to support digital banking and NAB are keen to recruit
people from regional areas who can work from anywhere.

Ross McEwan was appointed Chief Executive Officer at NAB in 2019 after a five-month recruitment search.
Mr McEwan is part of the strategy to transform the operations and culture at NAB and has a strong background
in delivering important and practical improvements.

NAB’s profit results 2016–21
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4.8 Exercises

Students, these questions are even better in jacPLUS

 

Receive immediate 
feedback and access 
sample responses

Access 
additional 
questions

Track your 
results and 
progress

Find all this and MORE in jacPLUS 

4.8 Quick quiz 4.8 Exercise 4.8 Exam questions

4.8 Exercise

TEST your understanding

1. Outline the key driving forces that have led to NAB’s decision to cut jobs and branches.
2. Identify the key performance indicator referred to in the case study. Using this key performance indicator,

analyse NAB’s performance.
3. Businesses have a number of objectives. Explain two key objectives that NAB is attempting to meet by its

decision to cut jobs and branches.

APPLY your understanding

4. Change is often resisted by employees. With reference to NAB, explain why employees can act as a
restraining force to change.

5. Change always brings uncertainty to employees. Referring to a contemporary business case study, analyse
how employees may react to the proposed changes.

4.8 Exam questions

Question 1 (2 marks)

Explain how the performance revealed by net profit figures may impact on one other key performance indicator.

Question 2 (8 marks)

In 2018, NAB announced a restructure of the bank that would result in 6000 jobs being lost, with 2000 new roles
created.
a. Describe how the principles of the Force Field Analysis theory may assist NAB in managing the change at the

business. 4 marks
b. Referring to the change at NAB, explain how managers can be considered a driving force. 4 marks

Solutions and sample responses are available in your digital formats.

4.9 Strategic management by Porter’s Generic
Strategies (1985)

KEY KNOWLEDGE

• The two key approaches (lower cost and differentiation) to strategic management according to Porter’s
Generic Strategies

Source: VCE Business Management Study Design (2023−2027) extracts © VCAA; reproduced by permission.
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Michael E. Porter is a US-born professor at
the prestigious Harvard School of Business.
In the 1980s he developed a theory that
attempted to explain how businesses
may seek future growth by pursuing a
competitive advantage over other businesses.
A competitive advantage may occur when
a business has a lower cost price structure
than its rivals. In this situation, goods
and services can be sold more cheaply,
undercutting competitors, and expanding
domestic and foreign sales. The concept can
also be extended to product quality range and
flexibility in adapting to new trends in the
market. The objective of gaining a competitive
advantage is to improve performance in those
areas identified as key performance indicators
(see subtopic 4.3). According to Porter, a
business chooses to pursue one of two types
of competitive advantage, either a lower cost
strategy or a differentiation strategy.

Michael E. Porter is an American-born economist, researcher,
author, adviser, speaker and teacher known for his theories on
competition and competitive advantage.

Resourceseses
Resources

Video eLesson Porter’s Generic Strategies (1985) (eles-2935)

4.9.1 The Generic Strategies approach
In response to competition a business may wish to gain its own competitive advantage. Porter identified two
categories of competitive advantage:
1. cost advantage. A competitive advantage is gained through reducing the costs of the business, allowing it to

operate with larger profit margins compared to its market rivals.
2. differentiation advantage. Businesses gain a competitive advantage through differentiating their good or

service from others in the market.

These result from the business’s ability to respond to the five forces better than competitors.

In his bestseller Competitive Advantage, Porter suggested that a business must choose between competing on
cost or differentiation, and then choose between one of two types of competitive scope. Competitive scope
refers to the range over which the business intends to compete. This range may include the number of countries,
markets, industries or customers that the business services. Competitive scope, therefore, may be broad (a large
number of countries, markets or customers) or narrow (a small number of countries, markets or customers).
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Porter’s three Generic Strategies
(1985) — cost leadership, differentiation,
and focus
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Porter’s theory then states that there are three generic strategies
that can be implemented to achieve a competitive advantage —
cost leadership, differentiation and focus (consisting of a cost
focus and a differentiation focus). The generic strategies can
be seen in the diagram at right. Porter’s generic strategies are
the actual ways of gaining competitive advantage — in other
words, developing the ‘edge’ that gets the business the customer
and takes them away its competitors. For the purposes of VCE
Business Management, we will consider the two key approaches,
lower cost and differentiation. We will therefore examine:

• strategies that relate to lower cost (cost leadership and cost
focus)

• strategies that relate to differentiation (differentiation and
differentiation focus).

EXAM TIP

The Unit 4, Area of Study 1 outcome states that you need to ‘evaluate management strategies to improve
business performance’. This suggests that you should know advantages/strengths and disadvantages/limitations
of strategies related to Porter’s two key approaches (lower cost and differentiation).

DID YOU KNOW?

In Competitive Advantage, Porter stated that a business that chooses to use each generic strategy, but does
not achieve any of them, will be ‘stuck in the middle’ and will have no competitive advantage. A business that
finds itself in such a position will achieve below-average performance. However, he did acknowledge that some
businesses are able to pursue more than one generic strategy.

4.9.2 Lower cost strategies
Cost leadership involves a business seeking to become the
business with the lowest costs in its industry. According to Porter, a cost leader will only be an above-average
performer in its industry if the price for its products is at or near the industry average. This will allow the
business to become more profitable as it can increase its margin — the difference between its costs and its
selling price. A business pursuing a cost focus strategy will seek a competitive advantage in a segment of an
industry (a niche market).

Some strategies that a business could use to achieve lower cost include:
• reducing direct and indirect costs— by reducing wages (minimising wage costs), reducing the cost of

interest (perhaps by refinancing), or reducing the cost of supplies/stock (perhaps by sourcing supplies from
cheaper suppliers, by sourcing cheaper utility suppliers or by offering minimal packaging)

• improving efficiency— by minimising idle stock on shelves (for example, not stocking products that do
not sell), using assets more efficiently (for example, a restaurant might turn over tables quickly — have
customers sit, order, eat and leave, then have another group of customers take that table) or by operating at
economies of scale

• controlling areas of management responsibility— a business might check and review areas of the business
such as finance, operations, human resources, sales and marketing and information technology. For
example, a business might try to control its supply chain by seeking contracts with suppliers and delivery
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businesses that guarantee prices. At the same time, it might implement materials management strategies
such as Just In Time to reduce costs, make use of bulk purchasing or squeeze suppliers on price.

The main advantages and disadvantages of lower cost strategies

Advantages of low-cost strategies Disadvantages of low-cost strategies

• A business may become more profitable, as
profit per unit can increase.

• A business may be able to prevent competitors
from increasing their market share if they can’t
match costs or prices.

• A business may save money on some costs to
allow expansion or development of new lines.

• Savings can be put towards differentiation at a
later date.

• Sales may fall as customers may perceive a
product as being of poor quality.

• A business may lose its market share if other
businesses copy the low-cost approach.

• Lowering costs now means there is little room to
make changes in the future.

• Lowering costs may make it difficult to
differentiate in the future if the cost advantage
disappears.

Aldi is rapidly gaining market share in Australia due to competitive pricing and quality. Aldi’s mission is to provide
customers with high quality products at very low prices. Its cost leadership strategy focuses on selling no-frills
goods and services. Aldi keeps its costs lower than competitors while selling products with features that are
acceptable to customers (it maintains differentiation to a competitive level). Aldi keeps its costs low by stocking
a limited number of brands (most of which are its own), its products are usually purchased in bulk and stacked
in store on pallets and cartons, delivery routes are kept short, store sizes are small, in-store staff numbers are
minimised (usually 4 or 5 per store), opening hours are limited (reducing staffing and utility costs), and the number
of checkouts is minimised, with customers packing their own bags away from the till (improving efficiency and
reducing costs).

EXAM TIP

The Unit 4, Area of Study 1 key skills state that you should be able to ‘compare ... business information, theories
and ideas’. This suggests that you should know the similarities and differences between a differentiation strategy
and a lower cost strategy.
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4.9.3 Differentiation strategies
Product differentiation refers to the use of brand names, a delivery method, advertising or a number of other
factors to establish differences between substitutable products. In a differentiation strategy a business will make
their product different, unique or superior in some way to gain a competitive edge and allow the business to
market itself as a leader or innovator in that industry. A business that is able to create a product with any of
these distinctive attributes will be able to charge a premium price for their product because it will usually be
able to pass costs on to its customers. Porter suggested that, unlike cost leadership, more than one business could
achieve differentiation in an industry if there are a number of unique attributes valued by customers. A business
pursuing a differentiation focus strategy will seek a competitive advantage in a segment of an industry (a niche
market).

Some strategies that a business could use to differentiate its product include:
• high-quality products— by ensuring that quality is better than that of competitors, for example, making

the product more durable or more reliable, providing better support for customers, or offering extended
warranties.

• multiple branding— by providing different brands or more brands in the same market. This would involve
providing similar products with very subtle differences that would appeal to different customers.

• innovation/research and development — developing a product with unique features that no other business
currently produces. This will involve identifying a market that is not yet filled and providing the product
before competitors do.

Unilever, a multinational company, produces a range of cleaning products including two well-known brands,
Surf and Omo. Both products have a market share, their own advertising and compete with each other, but the
business has an overall higher market share and profit because it is marketing two products in the one market.

Supermarkets are also ‘in’ on the differentiation game. Over the past decade, supermarkets such as Coles have
introduced and started to benefit significantly from ‘phantom’ or ‘private’ brands. Private brands are produced
by the supermarket themselves and are hard to distinguish from other brands due to sleek marketing. They also
avoid the cheaper ‘own label’ feel, making consumers more likely to buy them. Examples from Coles include
Daley St Coffee, KOi soaps and lotions, and Wild Tides tuna. Coles aims to have up to 40 per cent of its product
range made up of its own private brands by the end of 2023.

The main advantages and disadvantages of differentiation strategies

Advantages of differentiation strategies Disadvantages of differentiation strategies
• Differentiation is a way to improve the way a
business connects with customers, and can
develop customer loyalty.

• If able to charge a premium price, the business
can make revenue gains.

• By developing customer loyalty, market share
can be increased.

• Rival businesses can copy the differentiated
approach, negating any gains.

• Differentiation has an initial cost that must not
outweigh the benefits.

• Differentiation can be a time-consuming process,
and during that time consumer tastes or
preferences may change.

Porter noted that a differentiator must not overlook cost. To be an above-average performer, a business relying
on differentiation for its competitive advantage will need to ensure that it can match or come close to matching
the costs of its competitors.
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Private label brands in supermarkets such as Coles now account for over
one-third of products on the shelves. This differentiation strategy focuses
on multiple branding and perceptions of quality.

KEY IDEAS

• Michael Porter developed a Generic Strategies approach to strategic management.
• Change can be managed utilising lower cost or differentiation approaches from the three generic strategies:

• cost leadership
• differentiation
• focus.

4.9 Exercises

Students, these questions are even better in jacPLUS

 

Receive immediate 
feedback and access 
sample responses

Access 
additional 
questions

Track your 
results and 
progress

Find all this and MORE in jacPLUS 

4.9 Quick quiz 4.9 Exercise 4.9 Exam questions

4.9 Exercise

TEST your understanding

1. Identify strategies that a business could use to achieve lower cost.
2. Explain what is meant by product differentiation.
3. Distinguish between a cost strategy and a differentiation strategy.
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APPLY your understanding

4. a. Identify five businesses or products that you believe have attempted to gain a competitive advantage by
adopting:
• a cost leadership strategy or
• a differentiation strategy.

b. Explain your reasons for the selections you made.
5. Porter developed two key approaches to strategic management that a business could adopt. Describe each

approach and propose a suitable approach for a business wishing to enter a highly competitive market.
6. ‘A business must choose one of Porter’s Generic Strategies, not both.’ Analyse this statement.

4.9 Exam questions

Question 1 (4 marks)
Source: VCE 2020, Business Management Exam, Section A, Q.2; © VCAA

Compare the two key approaches to strategic management identified by Porter’s Generic Strategies (1985).

Question 2 (4 marks)
Source: VCE 2020, Business Management Exam, Section A, Q.5b; © VCAA

Dennis Greeves is the manager of a highly successful, Melbourne-based burger chain. In response to a decline
in sales and a change in customer tastes, Dennis has made the decision to implement a policy of using only
ethically sourced, high-quality local ingredients. Dennis is aware that a new pricing strategy will be required as a
result and that the Executive Chef will require support to implement the changes.

Analyse how Dennis has used Porter’s Generic Strategies to respond to the issues of declining sales and
changing customer tastes.

Question 3 (4 marks)

With reference to a contemporary business case study with which you are familiar, describe what is meant by
Porter’s Generic Strategy of lower cost.

Soultions and sample responses are available in your digital formats.

4.10 APPLY YOUR SKILLS Lower cost and
differentiation

KEY KNOWLEDGE

• Identify, define, describe and apply business management concepts and terms
• Interpret, discuss, compare and evaluate business information, theories and ideas
• Analyse case studies and contemporary examples of business management
• Apply business management knowledge to practical and/or simulated business situations
• Propose, justify and evaluate management strategies to improve business performance

CONTEMPORARY CASE STUDY

Jetstar — an Australian low-cost airline

Launched in 2004, Jetstar is a wholly owned subsidiary of Qantas. The Jetstar Group owns parts of other Jetstar-
branded airlines in the Asia–Pacific region and operates a fleet of more than 130 aircraft. Jetstar’s management
operates independently of Qantas and it also has a different focus to that of the parent company. Jetstar’s
mission relates to offering ‘low fares to enable more people to fly to more places, more often’.
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Jetstar has achieved a competitive advantage
through its low-cost model.

Jetstar incorporates cost cutting in all aspects
of its business. Its business model requires it to
know its customers well and understand that
they are driven by the price of an airline ticket.
Jetstar will provide customers with an aircraft seat,
however additional services such as seat selection,
checked baggage and in-flight products have to
be purchased separately. Customers can choose
between two types of fares — Economy or Business.
Conditions for staff, including pilots, airline staff and
ground staff, are minimised, as is the amount of time
the plane is on the ground. Jetstar outsources parts
of its technology support and maintenance to reduce
costs. New technologies, such as straight-to-gate
mobile check-in, are also used to lower costs.

In the past, Jetstar has been heavily criticised.
Despite being ‘low cost’, it also comes in low on perceptions of customer service. In a study where more than
11 000 passengers were surveyed globally by groups including Australian consumer watchdog CHOICE, Jetstar
came last out of 73 carriers. Furthermore, Jetstar received 40 per cent of all complaints made to CHOICE on its
flight delay and cancellations tool.

Overall, the approach taken by Jetstar has resulted in positive financial performance. The airline reported a
$370 million profit in 2019. Despite the global pandemic, Jetstar Australia and Jetstar New Zealand were
profitable in 2020, however this was heavily affected by restrictions on travel in 2021. To encourage interstate
travel post lockdown, Jetstar embarked on a huge sale on interstate travel, with over half a million discounted
fares — some as low as $22 per seat.

CONTEMPORARY CASE STUDY

Differentiation at Apple

Apple’s unique products, including smartphones and
tablet devices, are in high demand.

US-based Apple Inc. is the largest information
technology company by revenue (totalling $365.8
billion in 2021). In 2021 it reported a net profit
of $94.68 billion. Apple is well known for its
differentiated and unique products, and for the
premium price that it charges. In January 2021, Apple
was declared the world’s most valuable company.

Apple was founded in 1975, and in its early years
was known for desktop and educational computers.
After losing substantial market share in the 1990s to
Microsoft, Apple became profitable once again by
launching the iMac and, in 2001, the iPod.

Visit Apple Inc’s website, or one of its stores, and
you will see for yourself the commitment to user
experience and innovation. With a long-term strategy
to provide the best technology and superior ease
of use, Apple’s CEO Tim Cook declared 2021 as
the year of the ‘most powerful products ever’. This
product line-up would include the M1-powered Macs and the iPhone 13. Apple products continually evolve,
with the latest iPhone line having tougher screens, the ‘most advanced dual camera systems’, and processors
and chips thatmake it the most powerful phone you can buy. Apple has a portfolio that includes laptops, tablets,
watches, phones, Airpods, Apple TV, HomePods and Home apps. Apple charges a premium price across its
product portfolio.
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Apple has achieved a competitive advantage through the
creation of its unique products, and charges a premium
price.

In a statement in Apple’s Annual Report, the company strategy remains clearly focused on ‘setting new standards
for performance’ and ‘empowering customers to create and connect in new ways’. Apple’s pipeline products
include Apple Glasses and Apple Car.

Resourceseses
Resources

Weblinks Jetstar

Apple

4.10 Exercises

Students, these questions are even better in jacPLUS

 

Receive immediate 
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Find all this and MORE in jacPLUS 

4.10 Quick quiz 4.10 Exercise 4.10 Exam questions

4.10 Exercise

TEST your understanding

1. Using examples, explain the competitive advantage that Jetstar has created.
2. Using examples, explain how Apple has developed its competitive advantage.
3. Outline the similarities between a lower cost approach and a differentiation approach.
4. Outline the differences between a lower cost approach and a differentiation approach.
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APPLY your understanding

5. Use the Jetstar weblink in the Resources tab, and other online resources, to create a collection of evidence
that suggests that Jetstar uses a lower cost approach.

6. Use the Apple weblink in the Resources tab, and other online resources, to create a collection of evidence
that suggests that Apple uses a differentiation approach.

7. Discuss how well a lower cost approach would work for Apple.
8. Discuss how well a differentiation approach would work for Jetstar.

4.10 Exam questions

Question 1 (2 marks)

Define the term ‘differentiation’.

Question 2 (5 marks)

Evaluate how adopting a lower cost approach can improve performance in terms of net profit figures.

Question 3 (5 marks)

Evaluate how adopting a differentiation approach can improve performance in terms of percentage of market
share.

Question 4 (5 marks)

Identify one of the key approaches to strategic management from Porter’s Generic Strategies. Discuss how this
approach is applied in relation to a contemporary business with which you are familiar.

Solutions and sample responses are available in your digital formats.

4.11 EXTEND YOUR KNOWLEDGE Data-driven
change

KEY KNOWLEDGE

• Businesses must constantly change in order to survive.
• A business’s performance, as identified through key performance indicators, is a source of change.
• There are driving and restraining forces for change in businesses.

CONTEMPORARY CASE STUDY

Data-driven change

In 2021 Telstra announced T25, a plan for growth
and enhanced customer experience. This includes
commitment to simplifying product offerings and
implementing more ‘digital experiences’. With an
implementation date in mid-2022, this three-year plan
will see Telstra focus on change and improvement in
four areas:

• providing exceptional customer feedback
• providing leading network and technology
solutions

• sustained growth and value for shareholders
• being the place that employees want to work.
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It is likely that the T25 strategy for change has been announced to address the performance indicator data below,
and to ensure that the business is well positioned for the future. In the past, and with the roll-out of the National
Broadband Network, Telstra has cut up to a third of its workforce. However, Telstra Chief Executive Andy Penn
announced that the T25 strategy would not feature job cuts.

Telstra net profit for FY2017–FY2021 (in $ millions)

FY17 FY18 FY19 FY20 FY21
3874 3557 2149 1839 1902

Number of customer complaints

2015–16 2016–17 2017–18 2018–19 2020–21
53 425 76 650 82 528 66 402 74 135 (+11%)

According to the Telecommunications Industry Ombudsman annual report, while the overall trend in the
Australian telecommunications industry is falling complaints, Telstra’s number of complaints has risen by
11.3 per cent to 74 135 for 2020–21. This number makes up 62 per cent of all complaints across ten
telecommunications service providers. In 2018–19 Telstra received 66 402 Ombudsman complaints, over
50 per cent of all complaints across all providers.

4.11 Exercises

Students, these questions are even better in jacPLUS

 

Receive immediate 
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results and 
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Find all this and MORE in jacPLUS 

4.11 Quick quiz 4.11 Exercise 4.11 Exam questions

4.11 Exercise

TEST your understanding

1. Write a report for the Managing Director to be reviewed at the upcoming board meeting. The report is to
comprise four sections, one for each of the areas identified in the case study that require decisions or action
by the board. Each section of the report should provide:
• an identification and explanation of the driving forces for the change in that area
• an identification and description of the relevant key performance indicators (KPIs) that have led to the issue
in each area

• a description of possible strategies the business could implement to overcome the issue(s) identified in
each area.

The report should be a minimum of 200 words for each section.

4.11 Exam questions

Question 1 (2 marks)

Define the term ‘net profit’.
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Question 2 (3 marks)

Define the term ‘number of customer complaints’, providing an example from the case study.

Question 3 (5 marks)

Telstra has announced that the T25 strategy will not include redundancies. Analyse how employees may react to
the introduction of the new strategy, indicating if they would be a driving or restraining force.

Question 4 (4 marks)

Discuss how time may be an important factor for Telstra when considering change.

Question 5 (4 marks)

Analyse how Telstra uses Porter’s Generic Strategies approach to management.

Solutions and sample responses are available in your digital formats.
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4.12 Review
Hey students! Now that it's time to revise this topic, go online to:

 

Review your  
results

Watch teacher-led 
videos 

Practise past VCAA  
exam questions

Find all this and MORE in jacPLUS 

4.12.1 Summary
The concept of business change and approaches to change

• All businesses need to undergo change to remain competitive.
• Managers and management can be proactive or reactive in managing change.
• All management skills need to be utilised to effectively manage change.

Key performance indicators — analysis of business performance
• All businesses measure their performance.
• Businesses seek to improve their efficiency and effectiveness.
• Key performance indicators (KPIs) are specific criteria used to measure the efficiency and effectiveness of

the business’s performance.
• The performance of a business can be analysed using the following KPIs as sources of data:

• percentage of market share
• net profit figures
• rate of productivity growth
• number of sales
• rates of staff absenteeism

• level of staff turnover
• level of wastage
• number of website hits
• number of customer complaints
• number of workplace accidents.

Key principles of the Force Field Analysis theory (Lewin)
• Kurt Lewin developed a theory of change management based on a Force Field Analysis.
• A Force Field Analysis examines the driving and restraining forces for change.
• A Force Field Analysis requires an action plan.

Driving forces for change in business
• Driving forces are those forces that initiate, encourage and support the change.
• The main driving forces for change include:

• managers (want the business to remain profitable and competitive)
• employees (working in a supportive and innovative environment are free to suggest ideas)
• competitors (fear of loss to a rival if the changes are unsuccessful)
• legislation (changes to the law that impact operational practices)
• pursuit of profit (the greater the profit the greater rewards for business owners)
• reduction of costs (financial cost of operating a business can affect profit)
• globalisation (the need to compete with overseas businesses)
• technology (stay up to date or risk falling behind)
• innovation (the drive and desire to be a market leader)
• societal attitudes (the need to reflect what society values).

Restraining forces in business
• Restraining forces work against the change.
• The main reasons for resistance to change include:

• managers (due to either poor decision-making or fear of loss of control or power)
• employees (fearful of changes that threaten job security or require new work routines)
• time (either poor timing, or lack of time)
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• organisational inertia (prefer to stay with the safe and predictable status quo)
• legislation (restrictions placed on certain operational practices)
• financial considerations (financial cost of implementing major changes can be substantial).

Strategic management by Porter’s Generic Strategies (1985)
• Michael Porter developed a Generic Strategies approach to strategic management.
• Change can be managed utilising lower cost or differentiation approaches from the three generic strategies:

cost leadership, differentiation and focus.

4.12.2 Key terms

business change the adoption of a new idea or behaviour by a business
change any alteration in the internal or external environments
competitive advantage occurs when a firm, industry or economy has a lower cost price structure than its
rivals. In this situation, goods and services can be sold more cheaply, undercutting competitors, and expanding
domestic and foreign sales. The concept can also be extended to product quality range and flexibility in adapting
to new trends in the market.
driving forces those forces that support the change
effectiveness the degree to which a business has achieved its stated objectives
efficiency how well a business uses resources to achieve objectives
Force Field Analysis outlines the process of determining which forces drive and which resist a proposed change
globalisation the movement across nations of trade, investment, technology, finance and labour brought about
by the removal of trade barriers
innovation a process that occurs when something already established is improved upon
key performance indicators specific criteria used to measure the efficiency and/or effectiveness of the
business’s performance
level of wastage the amount of unwanted or unusable material created by the production process of a business
net profit figures the measurement of a company’s profit once operating costs, taxes, interest and depreciation
have all been subtracted from its total revenues
niche market a narrowly selected market segment within a larger market
number of customer complaints the amount of customers expressing their dissatisfaction with the business,
either spoken or in written form
number of sales a measure of the amount of goods or services (products) sold
number of workplace accidents indicates how safe the workplace is for employees
organisational inertia an unenthusiastic response from a business to proposed change
percentage of market share the business’s share of the total industry sales for a particular good or service,
expressed as a percentage
proactive to initiate change rather than simply to react to events
product differentiation the use of factors such as brand names, delivery methods and advertising to establish
differences between substitutable products
productivity a measure of performance that indicates how many inputs (resources) it takes to produce an output
(goods or services)
rate of productivity growth the change in productivity in one year compared to the previous year
rate of staff absenteeism the number of workers who do not turn up for work when they are scheduled to do so
reactive to wait for a change to occur and then respond to it
restraining forces those forces that work against the change
staff turnover the number, or the rate, of employees who are leaving the business over a specific period of time,
and need to be replaced by new employees

Resourceseses
Resources

Digital documents Key terms glossary (doc-37936)
Missing word glossary quiz (doc-29453)
Crossword (doc-29454)
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4.12.3 Practice school-assessed coursework

OUTCOME 1

Explain the way business change may come about, analyse why managers may take a proactive or
reactive approach to change, use key performance indicators to analyse the performance of a business,
explain the driving and restraining forces for change, and evaluate management strategies to position a
business for the future.

ASSESSMENT task — structured questions

Time allowed: 60 minutes
Marks allocated: 43 marks (The marks for each question are indicated at the end of the question.)
Conditions: Closed book (No notes or textbooks may be used when completing this task.)

Section A (18 marks)

1. Define the term ‘key performance indicator’. 2 marks
2. Distinguish between a proactive and a reactive approach to change. 3 marks
3. With reference to a contemporary business case study, explain the importance of key performance indicators

in achieving business objectives. 4 marks
4. With reference to a contemporary business case study, describe two driving forces, other than employees,

that will have an impact on this business. 5 marks
5. Describe how a business may use Lewin’s Force Field Analysis when considering updating their technology.

4 marks

Section B (25 marks)

The cost of manufacturing

Consider the business scenario below:

Manufacturing businesses are expensive to establish and operate. The cost of the physical equipment,
computers, assembly lines, raw materials and components, and the cost of labour and storage can be
substantial.

Any change to the business can be expensive, as it often requires changes to the physical layout of the
operations system and/or a restructuring of the business and its employees.

K-Con is a large private limited company that produces kit homes for use by domestic builders throughout
Victoria. Established in 2001, the business has grown, introducing new products for a wider customer base. Sales
and profit increase each year, but at a slower rate than expected and less than some competitors.

Over the last five years, some experienced, long-serving employees have left the business to work for
competitors. In 2020, a new business, Steel Structures, entered the market. As well as producing kit homes
for customers, this competitor also produces garages, farm buildings and playground equipment. This business
differs from K-Con by using high-quality steel frames for all their kits.

Some managers at K-Con are concerned that these recent factors will seriously impact the business in the future.
They have prepared the financial data below to present at an upcoming board meeting. It is hoped that the data
will help the business move forward.

Key Performance Indicator 31 31 Dec 2021 31 Dec 2022

Number of customer complaints 97 110 121

Level of staff turnover 25% 24% 27%

Percentage of market share 15% 12% 9%

1. Select two key performance indicators from the table above and describe the trend in each indicator.
4 marks

2. Describe two benefits to a business such as K-Con in completing a Force Field Analysis. 4 marks
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3. Steel Structures is a new competitor to the market. With reference to this business, explain how they have
applied one of Porter’s Generic Strategies. 4 marks

4. Describe how K-Con might adopt the alternative Generic Strategy of Porter. 3 marks
5. Describe two restraining forces, other than employees, that may impact K-Con’s ability to implement a

change. 4 marks
6. Using the data in the table, explain the possible links between the following key performance indicators:

• number of customer complaints and level of staff turnover
• number of customer complaints and percentage of market share. 6 marks

Resourceseses
Resources

Digital document School-assessed coursework (doc-29455)

4.12 Exercises

Students, these questions are even better in jacPLUS
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4.12 Exercise 4.12 Exam questions

4.12 Exercise

TEST your understanding

1. Distinguish between a proactive and a reactive manager when dealing with change.
2. Define the term ‘key performance indicators’.
3. Distinguish, using an example, the difference between driving and restraining forces.
4. Outline why resistance to change in management and employees is common.
5. Explain why setting achievable goals can help managers implement change more successfully.
6. Describe what is meant by a Force Field Analysis.
7. Outline the benefits of preparing an action plan as part of a Force Field Analysis.
8. Identify the five steps in a Force Field Analysis.
9. Using examples, explain the difference between low cost strategies and differentiation strategies.

APPLY your understanding

10. ‘Successful businesses are those that empower their employees to adapt readily to changes within the
business environment, whereas those businesses that attempt to resist change and disempower their staff
will ultimately fail.’
a. Identify the main reasons for employee resistance to change.
b. Analyse why it is important for managers to communicate effectively when introducing changes in the

workplace.
11 ‘In response to data collected through key performance indicators, businesses are constantly changing.’

a. Compare two sources of data that can be used to analyse the performance of businesses.
b. With reference to a contemporary business case study, describe the response of the business to one key

performance indicator.
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4.12 Exam questions

Question 1 (4 marks)

Describe the two key approaches (lower cost and differentiation) to strategic management according to Porter’s
Generic Strategies.

Question 2 (6 marks)

Evaluate Lewin’s Force Field Analysis theory.

Question 3 (6 marks)

With reference to a contemporary business case study, identify and explain two restraining forces for change.

Question 4 (6 marks)

The information in the graph was provided for a business in the health care industry.
a. Define ‘level of staff turnover’. 2 marks
b. Using the key performance indicators provided, evaluate the ability of the business to meet shareholder

expectations. 4 marks

Level of staff turnover

Rate of staff absenteeism

2018 2019 2020

8%

10%

12%

14%

16%

18%

20%

6%

4%

2%

0

Resourceseses
Resources

Teacher-led video Topic 4 Exam practice solutions (tlvd-1843)
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