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Marking Scheme

“The examiner recognises that BSM is not an exact science and that there are many
vaid theoretical and practical approaches to the subject. The marking scheme st out
below is based purely on the CIPFA P2 Open Learning Materiad and recommended
text, Johnson and Scholes (J & S) and will be consdered to be guidance only.
Alternative views and approaches may be offered and provided they are logicd,
rationd, vdid, rdevant to the context of the question and sarve to meet the
requirements of the question, appropriate credit will be given.

Throughout this paper students are expected to base their responses on the context and
detail of the scerario presented”.

Question 1 (OLM Study Session 3 — no text reference)

€)] Mativation — “any influence that triggers directs or mantans behaviour”
(OLM 3.1)

Mativation has an important bearing on the success of any organisation.

There are many theorists and even more theories associated with motivetion;
they can be grouped into two main aress.

Content theories which examine specific things that motivate peopleand

Process theories which are concerned with how motivational behaviour
is produced.

In order to manage motivation in the work place it is necessary not just to
underdand the factors which may motivete any individud (content) but aso
the cognitive processes an individuad may go through before deciding whether
or not to be motivated (process). In other words a manager must understand
the complexities of motivation and appreciate individua differences.

1 mark per well explained point up to a maximum of 3

Content theory
The following content theories are covered in the OLM

Madow’s Hierarchy of Needs
Hertzberg's motivation hygiene theory
McCldland slearned needs theory

Students should explain one of the above or another appropriate theory. Marks
should be awarded on the basis of 1 mark per valid point up to a maximum of 2. Full
marks should only be awarded where the student has demonstrated understanding of
the theory

BSMXM1 Page 2 of 19



Business Strategy and Management December 2001
Marking Scheme

Process theory
The following process theories are covered in the OLM

Equity theory
God theory

Sudents should explain one of the above or another appropriate theory. Marks
should be awarded on the basis of 1 mark per valid point up to a maximum of 2. Full
marks should only be awarded where the student has demonstrated
under standing of the theory

Presentation 1

©®
(b) Examples of condusions which may be drawn from the staff survey.

There has been a sgnificant drop in the perceived leve of job security
(will impact upon lower order needs as per Madow' s hierarchy).

The view hed in 1998 that the department is not good a planning has
worsened (may cause dissatisfaction as per Hertzberg' s hygiene factors).

The view of the mgority in 1998 was that the departmenta change was
improving things but this has turned around by 2001 (it may be that the
need for effiligtion is being affected by the change as per McCldland's
theory, it could aso be argued that staff are unclear about gods and
motivation may suffer).

Fewer than hdf the daff have confidence in the senior management team
(may cause dissatisfaction as per Hertzberg's hygiene factors).

There has been a dgnificant drop in the number of people who fed
vaued by the department but a rise in those who fed vaued by their line
manager (impact on affiliation Madow/ McCldland).

A very poor perception of Departmenta communication has worsened
during 1998 to 2001 (impacts on mogt theories but particularly Madow
and Hertzberg).

But people like their work, congder it important to them and fed they are
making good use of ther skills (this suggests that the job as a motivator is
good - Hertzberg s motivator factors are present).

The overdl concluson could be that job desgn is not a problem; it is the
environmentd and management issues which are affecting staff motivation.

1 mark per conclusion drawn up to a maximum of 4
1 additional mark per appropriate link to theory shown, up to a maximum of 4
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Potential impact of change on staff motivation (OLM 3.7)

Strrategic decisons affect daff a dl leves of the organisation therefore
employee motivation is directly affected by the strategic management process.

If drategic intent is to be possble, employees must be motivated toward that
intent.

Front line gaff and their immediate managers tend to be more aware of the
issues, which affect customers and dlients, and they should therefore be
involved in any drategic review. This change initigtive seems to be top-down
which may have negative maotivationa impact.

Lack of involvement in the drategic choice will mean there will be no sense of
ownership of the change.

This is compounded by the long time lag where gaff have, in the absence of
red information, invented their own reasons for the change.

There gppears to be a willingness, at least a section head levd, to involve staff
in the drategic choice-this will help staff to sign up to he change. However, to

be effective this needs to be cascaded throughout the organisation.

The impogtion of a drategic decison coupled with lack of support and no
sense of ownership will make Strategic implementation very difficult.

The gtudion in the scenario appears to be the worst of al worlds — autocratic

management without control from the centre (so no benefit from quick and
cheap decison making associated with top-down approaches) and no red

participatory management.

Many valid points may be made here. 1 mark should be awarded for each logical,
well argued point which isrelevant to the case scenario.

Up to a maximum of 4
Presentation 1

Up to a maximum of 12

(20)
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Question 2 (OLM Study Session 16 and 18— J & S Chapters9 and 5)

@ Functiond structure:
“... Is basad upon the primary activities that have to be caried out, such as
production, finance and accounting, marketing and personnel” (J& S 9.2.2) 1

Advantages:
Chief Executive in touch with dl operations
Reduces'smplifies control mechanisms
Clear definition of responghilities
Specidigs a senior and middle management levels

Disadvantages.
: Senior managers overburdened with routine matters
Senior managers neglect routine issues
Difficult to cope with diveraty
Co-ordination between functions difficult
Failure to adapt

Y mark for each point plus further %2 mark where well related to case up to maximum of 4

©)

(b) A multidivisond structure:
“... is subdivided into units (divisons) on the basis of products, services,
geographical areas or the processes of the enterprise” (J&S9.2.3)

Often used in response to the difficulties that functiond structures have
in dedling with diversty.

Man advantage is that each divison is able to concentrate on the
problems and opportunities of its particular business environment.

Divisons can be crested which closdy rdlate to SBUs dlowing a
talloring of the product/market srategy, and improving ownership of the
srategy by divisond gaff.

Cretion of divisons which cdosdy match SBUs can be difficult for
reasons of Sze and efficiency.

Diversty can be difficult to manage may be solved by credting sub-
divisons

Problem of deciding basis of divisondisation.

Which functions should be placed within the corporate head office
rather than in one of the divisons?

The main advantage is that competences and the processes of innovation
can be focused on a particular product group, technology, customer or
market need.
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Advantages
. Low centra overheads
Offsetting of individud losses
Spreading of risk
Ease of divestment
Facilitates devolution

Disadvantages

: Risk to divison of divesment
Unavailability of skills a corporate level to assg individud units
Lack of synergy
Difficulties of control

1 mark for each point made and related to case scenario up to maximum of 6
(© (Study session 8 J& S Chapter 5)

“It is hdpful to andyse and underdand the expectations of different
stakeholders in much more detail, and in particular to understand the extent to
which they ae likdy to show an active interest in the Srategic development of
the organisation or seek to exercise an influence over its purpose and
Strategies.”

“Stakeholders are those individuds or groups who depend on the organisation
to fulfil ther own gods and on whom, in turn, the organisation depends. (J&S
5.3)

The Head of HRM has recognised the loss of identification with the
department’'s client base.  Identifying sakeholders would therefore be a
necessary prerequisite of designing an gppropriate structure.

Stakeholder mapping identifies stakeholder interests and power and helps in
establishing political priorities.

It condsts of making judgements on two issues.
How interested each stakeholder group is to impress its expectations on the
organisation’s choice of srategies.
Whether they have the meansto do so.

Stakeholder mapping can assg in determining the political priorities involved
in pursuing anew drategy.

Stakeholders may be classfied in relation to the power they hold and the extent
to which they are likdy to show interest in the organisation’s drategies by the
use of the power/interest matrix.

The marix indicates the likdy reationship which the organisation needs to
establish with each stakeholder group.
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It is a ussful andytica tool both in assessing the politica ease or difficulty of
paticular drategies and dso in planing the politicad dimenson of draegic
changes.

Clearly the acceptability of drategies of the key players should be a mgor
congderation during the formulation and evaluation of new strategies.

The mog difficult rddionship to plan is with those in ssgment C.  These
dekeholders may generdly be passve but if ther level of interest is underrated
and they repostion to ssgment D they may frudraie the adoption of a new

Srategy.

Stakeholder mapping will indicate which groups of stakeholders are likely to be
critica in the success or otherwise of the restructure.

Stakeholder mapping — Power/Interest Matrix

Low High
A B
Low Minimal Keep
Effort informed
C D
High Keep Key
Sidfied players

Diagram 1 mark

Explanation of mapping process 3 marks
Potential use in the restructuring 2 marks
Explanation of its potential use 2 marks
Presentation 1

(20)
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Question 3

December 2001

Part (a) Styles of managing change. (OLM Study Session 19— J & S Chapter 11)

STYLE MEANS BENEHTS | PROBLEMS | CIRCUMSTANCES
CONTEXT OF EFFECTIVENESS
Education and Group briefings | Overcoming | Time
communication assume lack of (or consuming. )
interndistionof | mis) Direction or
drategic logic information progress may Incremental change
and trust of top be unclear ohlrO Iqﬁ;me
management [iZo .
Collaboration/ | Involvemertin Increesing Time rendformationd
participation setting the ownershipof | consuming ohenge
srategy agenda | adecisonor | solutions
and/or resolving | process. outcome )
Srategic issues May within
by taskforcesor | improve exiding
groups qudity of paradigm
decisons
Intervention Change agent Processis Risk of Incrementa or non
retains co- guided / perceived crisstransformationa
ordination / controlled manipulaion | change
control: but
delegates involvement
elementsof takes place
change
Direction Use of authority | Clarity and Risk of lack Transformationa
to set direction Speed of acceptance | change
and means of adill-
change conceived
drategy
Coercion/ edict | Explict useof May be Least Crigs. Rapid
power through successful in | successful trandformationd change
edict crises or unlesscriss or change in established
Sate of autocratic cultures.
confusion

% mark for each style and context plus 1 mark for benefits/problems of each style up to 8

Looking a the crcumdances of effectiveness as given in the OLM, it is likdy that

dudents will recommend “Intervention” or “Direction”.  However given lack of
direction so far, it may be gppropriate to recommend an dement of “Educaion and

Communicaion”.

Up to 2 marks for well argued and appropriate recommendations.
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(b) Other tactics which may be used

Changesin organisationd routines.

Routines are the organisationdly specific “ways we do things around
here’ which tend to perdst over time and guide people's behaviour.
There is a risk that such routines block change. Changing routines may
have the effect of questioning and chalenging deep routed beliefs and
assumptions in the organisation. It is vitd for managers who are tying to
effect draegic change to teke persond responshility not only for
identifying such changes in routines, but aso for monitoring thet they
actualy occur.

Symbolic processes in managing change.

Symbols are objects, events, acts or people, which express more than
ther intringc content. It is argued that the creation or manipulation of
symbols has impact to the extent that changing symbols can reshape
beliefs and expectations. Many of the rituds of organisations are
implicitly concerned with effecting or consolidating change.  Reward
sysgems cary symbolic dgnificance as do many other organisationa
sysems. Physica aspects of the work environment are powerful symbols
of change. The behaviour of change agentsis very powerfully symbalic.

Power and poalitica process in managing change.

There will be a need to recognise the power dructures in the organisation.
In order to effect a reconfiguration of power the change will need
powerful advocacy within the organisstion. Any manager faced with
managing change needs to condder how it might be effected from a
political perspective. Aress of activity may be

- Building the power base

- Overcoming resistance

- Achieving compliance

Other tactics may include;
Timing
Job losses and de-layering
Visble short-term wins

1 mark for each valid point well related to the case up to a maximum of 6

(© The lmportance of communication
The reasons for a change in Srategic direction may be complex and the drategy

itself may embrace complex ideas. However to be effective it is important thet
it is communicated in such a way that complexity has a meaning and vitdity,
which can be assimilated across the organisation.

It may be important to clarify and smplify the priorities of the change.

It is important to choose the correct media by which to communicate the
drategy. Different media are more or less effective in different circumstances.
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The involvement of members of the organisation in the draegic deveopment
or planning of grategic change helps communication and involvement.

Two way communication ie recaving feedback in addition to giving
information helps to get the changes right.

Members of the organisation need to make sense of what is happening for
themsdves There will (as is highlighted in the case) therefore be rumours and
gossp. The change mus therefore be communicated in a sufficiently powerful
way to overcome this countercommunication.
1 mark per valid point up to 3
Presentation 1

(20)
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Question 4 (Study Session 5,6 and 10J & SChapters 3,4 and 6)

(@  Thefirst requirement is to provide a definition of competitive advantage. The
elements of this are contained in the quotation, hence there is only one mark to
be gained. Competitive advantage is the advantage which an organisation nay
gan over its competitors in the perception of its customers through the
drategies it pursues, the competences it demonstrates and the resources it

makes use of.
For definition which possesses key elements of the above 1 mark
For some of the above % mark

The second requirement is for students to relate this concept to the work of
Michad Porter. They will need to bring together three dements that are dedt
with in separate parts of the syllabus.

Generic drategies

Vdue chain andyss

Five forces model

Generic strategies (Study Session 10 Johnson & Scholes pp 271 — 284)
Porter initisted this gpproach which has then been developed further by
Bowman and others. Porter’s view was tha there are only three possible
Srategies
: Low cost — competing on the basis of low/ high marging low price/ “no
frills’
Differentiation — competing on bass of qudity and/or differentiation of
product
Niche/ focused differentiation — gpecidisng in a paticular segment of
the market
Porter believed that failure to define and pursue a single strategy could lead to
competitive disadvantage.  Students may introduce dements of Bowman's
drategy clock as this is given greater prominence in the materids. As long as
thisis consstent with Porter they should not be penalised.

Value chain analysis (Study Session 6, Johnson and Scholes pp 156— 160)
This “describes the activities within and around an organisation, and relates
them to an andyss of the competitive strength of the organisation”  (Johnson
and Scholes, 156)
The key features of vaue chain andyss are
Organisations may use resources in unique ways and develop
competences which can give them competitive advantage.
Separate activities are identified and cdlassfied as primary or support
activitiesin order to edablish links and the vaue added by each activity.
Vaue chain goes beyond the organisation, backwards to suppliers and
forwards to customers.
Competitive advantage may be gained through customers perceptions
of vaue added through the vaue chain.
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Five forces model (Study Session 5 Johnson & Scholes 115-127)

This is “a means of identifying the forces which affect the levd of competition
in an industry” (Johnson and Scholes, 115).

Students should identify the five forces as being:

Threat of entry
Power of buyers
Power of suppliers
Threet of subgtitutes
Compdtitive rivdry

It is quite likely that sudents may represent the modd diagrammaticaly.

Up to 5 marks for explaining one of the concepts, then 2 for the second and 2 for the third.

(b) In what ways is competitive advantage relevant in a public sector context?
Students are here required to congder the relevance of competition and the
market place to the public sector. They should consder the nature of public
sector markets. There are dfferent ways in which this could be approached. A
good framework would be to identify different types of market

Externd markets — where services are in direct competition with other
providers eg leisure services.

Internd or managed markets — where the sze of the market and the range
and nature of the customers is controlled and where, often, the purchaser
of the service is acting on behdf of the red customer eg hedth and socid
services,

No direct or indirect market — where the activity of the organisation is
determined by politicdl will and is funded largely through taxation. In this
case the need to employ market disciplines has been recognised through
CCT, market testing and the introduction of Best Vadue (4Cs to include
compare and compete).

Marks to be awarded for

A good understanding of all issues— for analysis backed with illustration
A good under standing — but based only on either analysis or illustration
A limited under standing — but with some analysis and illustration

A limited understanding — but only analysis or illustration

BSMXM1
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(©

Provide two current examples of public sector organisations operating
within an explicitly competitive environment and suggest how one of
Porter’s key concepts could be applied

Students will need to choose two relevant examples. This could cover a wide
range of organisations but marks should only be awarded where it is made
explicit how the organisation is operating in a competitive environment.

Yomark per example (1)

The remainder of this section requires that students take one of Porter's key
concepts and demongtrate how it can be gpplied. Much will depend upon the
concept chosen and the organisation to which it is related. A good answer will
demonsirate a clear understanding of the whole concept and Porter's
framework and the way it can be applied in a practical organisationa context.
Some answers may appear to be better because the organisationa context offers
more scope.  Students should not be pendised because of their choice of
context as this may be outside their control. As a generd guide

A good understanding of the whole of the concept relating as far as possible to
arelevant organisational context

A good under standing of the concept but limited application

A fair understanding of the concept or part of the concept but well illustrated

A limited under standing of the concept reinforced by extent of practical
application

A poor understanding with limited practical application

Use of incorrect concept
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Question 5 (Study Session 14— notext reference)

@

(b)

Marketing is a management process tha is involved in identifying, anticipating
and satidying customers wants and needs through the efficient and effective
use of the organisation’s resources.

The fird dement of the marketing mix is ‘Product’ which can be a product,
service, idea or process and is anything that satisfies a need or want. A product
should give vaue to the cusomer and often does this through having a unique
selling proposition (USP).

‘Pricg is the second dement of the marketing mix, and is the consderation
expected by the supplier in exchange for a product. Price is often key to
encouraging sdes, but in the public sector is often set based upon objectives,
costs, demand, acceptability, and equity.

‘Place is the third dement and covers channd of digribution and physica
digribution of the product. Channd of digtribution is the way in which the
product is made available to purchase. Physica digtribution is how the product
isactualy delivered.

‘Promation’ is the find eement and is how prospective customers are informed
of the products avalable. This can be done through a range of techniques
induding advertising, sdes promotion, publicity, and persond sling.

1

Maximum marks available for part (a) 5

Sudents may make a variety of points here. Answers should be logical, rational,

valid and relevant to the context of the question. In general each valid point made
should attract one mark for the point made and a further mark for a well argued link

to the marketing mix model up to the maximum marks available of 8. The question

asks for evidence of the application of the marketing mix and therefore arguments

that it does not apply are unlikely to attract credit. However marks should be
awarded for well presented arguments which conclude that elements of the mix do

not seem to be relevant (see example below on price).
Examples of issues which may be identified:

Product (Study Session 14.2)
The BBC has identified the need or want for BBC evening news. It ams for a

unique sdling propostion (USP) by “branding” the BBC news thus atempting
to convince viewers tha they are “getting a bendfit they cannot get from any
other source’.

They attempt to attach primary added value through “innovation, design,
qudity, branding and features’ and by such means the BBC ams to make its
“product” more attractive to consumers.
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There is no red agument to support the view that the BBC offers
supplementary added vaue as identified in the OLM dthough due credit should
be given where a student argues that BBC News 24 and Online news equates to
upplementary added vaue.

The BBC's traditiond publications ey Radio Times could aso be discussed in
the same terms of USP and added vaue.

The newer publications are different in that they do not overtly display the
same USP. Thee ae publictions dmila to many others in a highly
competitive market. The BBC is aming here to add vaue via branding.

Price (Study Session 14.2)
Price would not apply as it unlikdy that an individud consumer would equate
watching the evening news with an exchange process.

Place (Study Session 14.3)
The OLM refers to the two specific aspects of marketing which are covered

under this heading.

Channd of didribution and

Physicd digtribution
It is unlikely that direct reference will be made to channd of distribution but
physicd digtribution could well be an issue of rdevance.
Physcd digribution is making sure the “goods’ are avalable when and where
the cusomer demands. Clearly the BBC has chosen to “placg’ its evening

news & 10 pm in direct competition with ITV.

Promotion (Study Session 14.3)
This is the mos obvious and contentious issue in the scenaio. The BBC is

promoting its commercid publicationsvia TV and radio advertisng.

Up to 2 marks for each point identified, explained and linked to the theory to a

maximum of 8 for section (b)

As with (b) this section requires the exercise of judgement by the student and a

variety of responses may be valid.

It is likely that students will be challenged by this aspect of the question as it is not
overtly considered within this section of the OLM however they have been required
through the learning activity to consider the application of the marketing mix to the
public sector. Implicit in any such consideration would be a review of the difficulties
of marketing a “service” and specifically a public service. Related issues are

considered in other areas of the OLM.
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Examples of issues which may be identified:

BSMXM1

The need for a culturd shift to a basic set of vaues and beiefs about the
centrd importance of the customer tha guides the organisgtion ie the
move from aservice to a customer orientation.

The difficulty of adopting/adapting marketing theory where there is no
direct exchange.

The conflict between immediate consumer wants and long term consumer
wefare.

The physicd and mentd intangibility of servicesrather than products.

The conflict between the need to ration public service provison and
marketing.

Marketing within an environment of “monopoly” provison.

Thelack of aprofit motive.

The need to recognise interna aswell as externd customers.

Artificd markets.

Market research difficulties.

Possible accusations of misuse of public money.

1 mark per valid point up to 7
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Question 6 (Study Session 1, 2 and 13J & S Chapter 1 and 2)
(@  Acritical review of formal strategic planning: its benefitsand dangers

Students should ligt the main benefits and dangers of formd drategic planning.
They may draw upon their own experience or on wider reading around the
gylldbus eg. the work of Mintzberg or dternatively they may draw upon the
points lised by Johnson and Scholes (1999, 51)

Bendfits
. Structured means of anadysis and thinking around strategic problems.
Means of creating ownership of dtrategy.
Aid in communicating Srategy.
Basisfor control of strategy through review of performance.
Means of co-ordination e.g. of SBU drategies or of resource usage.
Encouragement of alonger term view.

Y2 mark for each point made up to a maximum of 2

Dangers
Panning processess do not teke into account culturd and politicd
dimensionsof an organisation.
Strategy may be seen as being owned by senior management.
Strategy may become the responsbility of experts who do not have the
power to implement, resulting in the planning process becoming an
intellectud exercise.
Planning process may become cumbersonme and those contributing may not
be able to see the big picture.
Strategy may be seen as the plan and vice versa, which leaves no place for
intended and redlised strategy.
Paming may become ovely dealed, resulting in information overload
and alack of daity.
Panners may become obsessed with the search for the single right Strategy
which will result in the plan lacking flexibility.

Some of these points relae to the essentid problem with planning which is that
it deds with the future which, by its very nature, is unknowable and uncertain.
The plan may become too important, a god in itsdf and may be a cause of
restricting and gtifling strategic thinking and development.

1 mark for each point made and fully explained up to a maximum of 5

Suggeds waysin which strategy and strategic thinking could be developed
with the department in order to avoid the dangersidentified

Students should show that they understand the process of strategy making or
strategic thinking i.e. analysis, choice, implementation 1
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The remaining maks should be awaded for identification of dternaive
processes and/or approaches. Answers may relate to
Fit and stretch
Emergent srategy
The planning process itsdf
Modds of draegy meking eg. command, logica/incremental etc. or
Mintzberg's strategy models
Enforced choice and the environment as a congtraint
Importance of drategic direction and vison
Chdlenges posed by the culturd web, the risk of drategic drift and the
concept of the learning organisation

There are a whole range of issues and ideas contained largely within chapters 1
and 2 of Johnson and Scholes.

1 mark should be awarded for each relevant point up to a maximum of 5, subject to
the points making up a relevant and consistent argument.

(13)
(b) Potential benefits of business planning

Co-ordination of drategy implementation through setting detailed plans
for the short to medium term

Communication with clients and other dakeholders that the department
has a clear management vison

Provison of information to stakeholders

Focus minds of gtaff and management on departmentd priorities

Clarification of how the department will continue to be successful

Panning for continuous improvement

Identification of peformance targets and bass for peformance
management

This lig is a dightly amended verson of one which gppears in the Study
materids.

1 mark for each point made up to a maximum of 4
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Possible approach to be adopted

Students will need to condder how busness planing can be made more
meaningful and how drategy can be incorporated into the process. A range of
issues could be raised in answering this section and discretion should be used

accordingly. Points can include
Integration of planning processes
Use of drategic objectivesto mform business planning
Consideration of top down/ bottom up approaches
Strategic cascade— how to move from missory vison to performance
targets
Incorporation of techniques such as PEST and SWOT (and others)
Involvement of staff and disaggregation of plan and areas of

respongbility

1 mark for each relevant point ( to include those referred to above and any others)
up to a maximum of 3

7
(20)
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