	Award Level
	% Required
	Criteria

	1st Class Honours
	70 or more
	Shows insight and imagination in synthesising ostensibly different parts of the literature. Can creatively and convincingly apply theory and/or practice to contexts. Shows originality and strong evidence of a critical faculty.



	Upper 2nd Class Honours
	60-69 
	Clearly understands ideas and concepts in relevant literature and is able to successfully apply them. Able to present arguments and conclusions in a clear and persuasive fashion.



	Lower 2nd Class Honours

	50-59
	Demonstrates concise and logical presentation of facts and arguments. Shows understanding and coherence.

	3rd Class Honours LJMU
Pass HETAC


	40-49 

40-49
	Able to simply recite material correctly and to relate ideas to problems in a basic fashion. Shows some difficulties in understanding, interpretation and application

	Pass


	35-39 

(LJMU only)
	Shows some difficulties in understanding, interpretation and application.  Borderline.



	Fail
	Below 40%

(HETAC)

Below 35%

(LJMU)
	Does not understand or remember primary ideas and concepts, or their relevance to contexts. Shows confusion and poor presentation of fundamental ideas.


Planning exam answers

Before writing out exam answers it is advisable that you plan your response to each question. The advantages of doing this are invaluable:

· Articulating points / issues for questions prior to writing them out maximizes your retention of the information .i.e. you significantly decrease the risk of forgetting information whilst writing an answer if you have collected points on a piece of rough-work beforehand (do this initially for all questions before you plan your first question in detail).

· Structuring information in such a way that it addresses the question accurately. This does not just concern re-producing the required information: by planning your answer you can more easily match your answer to the requirements of the question.

· You answer the question before you write it up – taking the time to reflect on a question before writing it allows you to ensure greater accuracy and completion.

· You minimse deliberation while writing an answer, ensuring that your time management is focused.

· Knowing that you have answered a question prior to writing it up instills you with a certain confidence generally towards the exam process.

Question 2
“Increasing turbulence in markets and industries around the world means that external analysis becomes an explicit and vital part of the strategic management process.”  (David) Show how the use of the PEST or other suitable model can identify factors in the environment which may affect an organisation.



(20marks)

Use examples to illustrate the impact of these factors on an organisation/s
 (5marks)
 
                                                                                   (Business Strategy, 2005)
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Question 1
This Question is compulsory and must be attempted. 

It carries 50% of the examination marks

VELO BICYCLE COMPANY
The Velo Bicycle Company (VBC) is a private UK company, based within the United Kingdom, and managed by Colin Crawley, the grandson of its founder. The shares are totally owned by the family, with Colin and his wife controlling just under half of the shares, the rest being held by other members of the family. The company was started over 60 years ago, producing bicycles for the general market. These bicycles were targeted mainly at people who could not afford to buy motor vehicles - then a relative luxury - but who needed transportation to get them to work or for local travel. Initially the company was a regional producer focusing on markets in Central England but over the next 60 years VBC transformed itself into a national company. VBC took advantage of changes in fashion and periodically introduced new models focusing on different market segments. Its first diversification was into making racing bicycles, which still account for 20% of its volume output. Most of these bicycles are very expensive to produce. They are made of specialist lightweight metals and are often custom-built for specific riders, most of the sales being made on a direct basis. Members of amateur cycling clubs contact the company directly with their orders and this minimises distribution costs, so making these machines more affordable to the customers. VBC’s reputation has been enhanced by this highly profitable product. The company has seen no reason to change its branding policy and these products are still sold under the 'Velo' brand name.

Twenty years ago the company responded to the demand for more sporty leisure machines. Mountain bikes had become the fashion and VBC designed and produced some models which appealed to the cheaper end of the market. These products, although robust and stylish, were relatively cheap and were focused at families with teenage children and who could not afford to spend large sums of money on the more sophisticated models. The company is currently selling nearly 30% of its output to this market segment. Most of the sales are through specialist bicycle shops, although about 25% of these mountain bike sales are made through a national retail chain of bicycle and motor vehicle accessories stores.

Apart from those sold via this retail network, under the retail brand name, the mountain bikes were also sold under the Velo brand. With the advent of fitness clubs the company saw an opening for the provision of cycling machines for the health club and gymnasium market. However, although these machines were sold at a premium price they still accounted for less than 5% of total volume sales of the company.

However the main product group for the company was still its basic bicycle - it is the entry model for most families who are buying bicycles for teenagers and for those people who still use bicycles as a means of transportation as distinct from seeing them as 'entertainment or fun machines'. The product is standardised, with few differentiating features, and as such can be produced relatively cheaply. About 75% of this segment is sold through the same national retail chain, mentioned above with reference to mountain bike sales. These bicycles in fact are built for the retail chain and marketed under their brand name. This appears to be advantageous to Velo because it guarantees them a given level of business without Velo being responsible for either distribution or promotion. This segment, however, is now seeing increasing competition from cheaper overseas imports.

The company had historically made reasonable profits and most of these were re-invested in the company's production facilities, increasing capacity substantially. However, for the last few years, Velo has seen its market being eroded. Sales have fallen gradually, mainly because the total United Kingdom market for bicycles has been in decline but also because of increased competition from foreign suppliers. Surprisingly, during this period Velo actually increased its share of domestic output. This is due to the fact that it has been prepared to accept lower margins so as to maintain sales and, in addition, a few UK producers had decided to exit the market and move into other, more attractive product lines.

By early 2003, the company has seen its profits continue to fall. It now has a debt to the bank of £4 million, having been unable to pay for all recent, new capital expenditure out of retained earnings.

There are now very few UK manufacturers of bicycles who concentrate solely on producing bicycles. Most have a diversified portfolio and can count on other product groups to support the bicycle sector when demand is poor. However Velo has continued to focus entirely on this specialised product range. It is surviving basically because it has built up a strong reputation for reliable products and because the Crawley family has, until recently been content with a level of profits which would be unacceptable to a public company which has external shareholders to consider. However it is now becoming apparent that unless some radical action is taken, the company cannot hope to survive. The bank will now only provide loans to the company if Velo can find a suitable strategy to provide the company with a higher and more acceptable level of profit. If the company is to retain its independence (and it is questionable whether any company will really want to acquire it in its current position) it has to consider radical change. Its only experience is within the bicycle industry and therefore it appears to be logical that it should stay in. this field in. some form or other.

Colin Crawley has examined ways to improve the profitability of the company. He is of the opinion that if VBC becomes more successful it could become a desirable acquisition for other companies. However currently the company will not attract bidders unless it is at a low price. Crawley has looked at the profile of his products and wonders whether any rationalisation could help to improve performance. He has also decided to look at the potential for overseas marketing. Having examined statistics on current world production and sales statistics he has identified that the real growth areas for bicycles is in the Far East. China alone supports a bigger market for bicycles than the whole of Europe and North America. India and Pakistan have also developed a significant demand for bicycles. Crawley decided to visit some of these markets and he has returned full of enthusiasm for committing VBC to operate in these Far Eastern markets or in India and Pakistan.

Whilst Crawley is considering that exporting from the United Kingdom might be a viable option, he has become increasingly attracted to manufacturing in the Far East, particularly in China. He believes that transportation costs could prove to be a disadvantage to exporting for VBC. He estimates that costs for shipping and insurance could add about 15% to the final selling price.
Furthermore he is concerned about the discrepancy between labour costs in the United Kingdom and in China. Wage rates, including social costs in China appear to be about 30% of those in the UK and these costs account for approximately 25% of the total production costs.

Colin Crawley has summoned a meeting of all the shareholders to persuade them to agree to a plan to manufacture, or at least assemble bicycles, in the Far East. The other shareholders are not quite so enthusiastic. They feel that this strategy is too risky. The company has never been involved in overseas business and now they are being asked to sanction a strategy which bypasses the exporting stage and commits them to significant expenditure overseas. Colin is convinced that the bank will loan them the necessary capital, given the attractiveness of these overseas markets. The other shareholders are more in favour of a gradual process. They want to improve the position within the United Kingdom market first rather than leap into the unknown. They also believe that diversification into other non-bicycle products might be less risky than venturing overseas. They know the UK market but overseas is an unknown area. Colin has decided that it is time he sought some professional advice for the company. 

(a) Evaluate the current strategies being pursued by the Velo Bicycle Company (VBC) for its different market segments, using Porter’s generic strategies to support your analysis










                                                                                                                (14marks)
(b) Based on your analysis in (a) above, is there a market segment/s that the company should pursue? Give reasons for your choice and suggest what strategy the company should pursue 















   (12marks)
(c)
Should the company concentrate on bicycle production or should it consider diversifying into other products? Give reasons for your choice











   (12marks)
(d)
What recommendations would you make for the overall future of the company? 




















   (12marks)
(50marks)

Q 2





Intro


Dynamism of contemporary re globalisation, complex consumer identity, etc.


PEST as key predictive tool: justify choice re critical argument








Benefits of PEST





1) Instability / fluidity of macro environments e.g. uncertainty re fall-out of Gulf War / direction of EU / ever restrictive regulatory environment (?), etc.








2) 


Ability of PEST / PESTLE to anticipate influential issues:


e.g. Pending legislation: comparative analysis with other markets





Support with reference to theorists e.g.


“the inability to control does not imply an inability to influence” (Needle)








Examples


e.g. impact of smoking ban / anticipated effect of abolition of roaming charges re competitive conditions for mobile phone companies, etc.
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