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Introduction

This resource is to support the learning and teaching process for Business Management at Intermediate 2 level.  It consists of four case studies, each of which is accompanied by a number of questions.  Each question has been allocated marks and, in each case, the total number of marks is 25.  There are also suggestions on the type of answers that could be considered as a suitable response to the question. 

The case studies

The case studies have a number of features:

· They are longer than the case studies used in the Business Management Student Activities (Int 2) support materials, or the case studies that students will experience in the National Assessment Bank material for Business Management.  They are, however, of a similar length to those case studies in the final exam.

· They cover several areas of the course content, and several outcomes in the unit specifications.  The aspects covered vary from case study to case study, but the relevant areas for each case study are listed at the end of this introduction.
· They allow students to consider how the knowledge and understanding they have gained during the course can be applied to actual business situations.

Using the case studies

The case studies can be used for a number of different purposes:

1. Revision – the case studies can be used at various stages of the course for consolidation and revision.  Because they cover several different areas of the course content, they provide a good opportunity to review several course topics at the same time.
2. Preparation for the external assessment – this is closely related to revision.  However, the case studies can also help students to integrate different parts of the course content, which should benefit them when tackling the external assessment. 
3. Preparation for internal assessment – the longer case studies can give students practice in dealing with the kind of case study that forms part of some internal assessment materials.
4. As classroom exercises or activities – they can be used as an alternative, or in addition, to the existing support materials for Business Management – for example, the Intermediate 2 Student Activities.  They provide a chance for students to apply their study to organisations as well as giving them examples, which they could use later in internal or external assessment.
5. As a supplement to the core text – the case studies (with or without the questions) could be used to give students examples of actual business and business oriented organisations during the delivery of the course.  

Course coverage of the case studies

The following table indicates the course content covered by each case study.  Students should be familiar with the appropriate course content before attempting the case study.
	Case study
	Course content

	Alton Towers
	Business Enterprise

Objectives

Changes in the business environment

Decision making process 

ICT in business

Business Decision Areas (Marketing and Operations)
Marketing – marketing concepts, marketing mix, market research

	The Royal Mail Processing Centre
	Business Enterprise

Types of business organisation

Objectives

Stakeholders 

ICT in business

Business Decision Areas (Marketing and Operations)
Operations – types of operation

	Soled Out?
	Business Enterprise

Changes in the business environment

Decision making process

Business Decision Areas (Marketing and Operations)
Marketing – marketing mix

Operations – quality

Business Decision Areas (Finance and Human Resource Management)

Human Resources – employee relations

	Border Tweed to Border Tea’d
	Business Enterprise

Types of business organisations

Stakeholders

Business information

ICT in business

Business Decision Areas (Marketing and Operations)

Marketing – marketing mix

Business Decision Areas (Finance and Human Resource Management)

Finance – use of financial information or role of finance function


Case Study 1: Alton Towers
Read the case study below and answer the questions that follow.

Alton Towers was voted the UK’s number one theme park again this year.  It is located in the heart of England in Staffordshire, where there is easy access from both the M1 and M6, although access through the village of Alton towards the site is difficult.  The roads are narrow and there are twisting bends, which coaches find difficult to manoeuvre round. 

The site evolved from being a traditional English garden attraction in the 1950s to an exciting leisure park after a company decision was made in the 1980s to convert the gardens to an American-style theme park.  The aim was to attract more visitors.  The idea was a success and over the years the park has been constantly updated with increasingly bigger and more exciting rides and spectacular attractions.    Alton Towers set out to be the market leader from the beginning.  It boasts the best attractions in the UK.  It was the first to have the largest flume in the world in 1982.  

The company was taken over by the Tussauds Group in 1990.  Changes were made to existing attractions and layout of the park.  Other changes included a short walk towards Thunder Valley, leading to the Haunted House. 

In 1994 the most spectacular ride ever seen in the UK was introduced.  This was Nemesis – an inverted roller coaster.  The thrilling suspended ride – Oblivion – was opened in 1998.  This is a vertical drop roller coaster.  The latest addition to the park in 2000 is the Hex – the legend of the Towers.  This is a disorientating ‘haunted’ swing.  These ‘white-knuckle’ rides are now located in the X-Sector.  In 1996 a £10m themed hotel on the outskirts of the park was opened. 

Participants in the Haunted House and X-Sector rides are photographed as they take part.  These photographs are ready for viewing and purchasing at the end of the rides.

There is an admission charge to the park, but once inside the park all the rides and attractions are free.  Ticket prices are differentiated and include Peak and Off-Peak, Day Tickets, Family Tickets and Season Tickets.  

Visitors to the park can choose to eat at a variety of restaurants dotted all over the park.  

Each ride has its own souvenir shop attached and there are also gift shops where Alton Towers merchandise can be purchased at prices to suit all pockets.

Alton Towers is open every day to visitors from around 24 March until 31 October each year. Every year 2.7 million visitors visit the park.  The volume of visitors in the summer means that long queues can form, although a ticket reservation process is in operation for the most popular rides.  Alton Towers is not seeking to increase the number of visitors passing through the gates, but to encourage people to spend more on food and merchandise and to come back again. 

Alton Towers: questions
1.
(a)
Alton Towers set out to be the ‘market leader’. Explain what 


this means.
(2)


(b)
What evidence is given in the case study to suggest Alton 


Towers is achieving its objective of being market leader?
(1)

2.
(a)
State two advantages Alton Towers gained by being part of the Tussaud’s group?
(2)


(b)
Name one other Tussaud’s attraction.
(1)

3.
Explain how Alton Towers kept ahead of the competition in the years from 1982 until present.
(2)

4.
Explain the benefits to Alton Towers of having restaurants and 

souvenir shops dotted around the site?
(3)

5.
Why does Alton Towers use differentiated prices for their admission tickets?
(3)

6.
Explain how Alton Towers can use field research and desk research 

to find out if they are achieving their objectives.
(4)

7.
Lately there has been a lot of adverse publicity in the press concerning accidents on ‘white-knuckle’ rides on the Pleasure Beach, Blackpool.  Do you think this adverse publicity could have an effect on Alton Towers Theme Park?  Explain your answer.
(3)

8.
Give two examples of how Alton Towers can promote itself as a safe park to visit.
(2)

9.
State one advantage for Alton Towers of selling tickets on the 

internet.
(1)

10.
Give one advantage for customers of purchasing tickets on the 

internet.
(1)

(25)

Alton Towers: suggested solutions
1.
(a)
Market leader – keeping ahead of the competition, first with ideas, etc.


(b)
Biggest attraction in UK and largest flume in 1982.

2.
(a)
Access to more finance, access to more marketing expertise.


(b)
Madame Tussaud’s Waxwork Museum.

3.
Years 1982 – present – by introducing more exciting rides e.g. largest flume (1982), Nemesis (1994), Oblivion (1998), Hex (2000) and themed hotel in 1996. 

4.
By diversifying into shops and restaurants Alton Towers will generate more profits, souvenirs reinforce brand name, restaurants all around the park prevents queues and customers having to walk far.

5.
Prices are differentiated – to encourage visitors to the site on less busy days; to encourage families to come; to offer promotional prices for certain days that may be less busy.

6.
Field research – questionnaires can be given to visitors to hand in or send back, visitors can be asked questions by researchers going round park.


Desk research – information about new rides can be gathered from suppliers/designers.  Information can be collected regarding other theme parks (globally).  

7.
Adverse publicity could have a knock on effect on Alton Towers.    People might feel that ‘white-knuckle’ rides are all dangerous.  This could result in fewer visitors to the park.

8.
Alton Towers can promote itself as a safe park to visit by focusing on its safety record over the years, and any safety certificates they have obtained.  They could make safety a main feature for any future rides, and advertise this fact.

9.
Alton Towers selling on the internet – more opportunity for extra sales.

10.
Customers now prefer purchasing online – more convenient etc.

Case Study 2: The Royal Mail Processing Centre, Edinburgh
Read the case study below and answer the questions that follow.

The Royal Mail is part of the Post Office Group.  The Post Office is a public corporation.  The Royal Mail is responsible for providing the postal service in the United Kingdom.  The Royal Mail operates one of the cheapest and most efficient postal services in Europe.  A major reason for this is because in 1997 it invested £200m in computerised sorting machinery.  

The Royal Mail Processing Centre in Edinburgh is one example of the investment that has been made.  Letters and packets posted throughout the south-eastern part of Scotland are collected and taken to The Royal Mail Processing Centre.  It is responsible for ensuring that the letters and packets are processed.  This processing involves sorting the letters and packets so that they can be delivered.  The Royal Mail Processing Centre is a ‘state of the art’ operation, equipped to handle between three and four million letters and packets daily.    The Centre’s responsibility also covers quality assurance and customer liaison.  The target for first class mail is delivery the next day.  For second class mail the target is delivery within two days.  

The use of information technology is vitally important to the efficiency of operations within the Royal Mail Processing Centre.  The Centre uses a combination of computerised machinery, specialist database software, Optical Character Reader equipment, networked personal computers and video-coding equipment.  The process of dealing with incoming letters and packets has three stages:  

Stage 1 – cancelling (CFC) 

Stage 2 – coding (MTT)

Stage 3 – sorting (LSM).

Stage 1: CFC process
There are five CFC machines at the Mail Centre.  The mail is loaded into machines and they automatically ‘face’ the envelopes (i.e. turn them face upwards) and ‘cancel’ the stamps.  The mail is then ‘tumbled’ onto a 
conveyor belt for the next stage of the process.   Each machine handles 30,000 items an hour.  If this process were carried out manually each person would only process 1,000 letters or packets per hour.

Stage 2: MTT process
The mail is guided along the conveyor belt past an optical character reader (OCR).   This OCR reads the postcode and puts a red barcode (of the postcode) on the envelope. The barcode is read by the Letter Sorting Machine at the next stage in the process.  If the OCR cannot read a postcode on a letter or packet, the postcode is copied and transferred as an image to a video-coding area located elsewhere in the building.  In the video-coding area, specialist operators work on networked personal computers.  The operators receive the image of the postcode and they use a specialist database (called a postcode address file) to code the images.  The images are then sent back for bar-coding.  The mail involved can then be included with the rest of the mail.  The operators in the video-coding area process at least 1,750 images an hour.

Stage 3: LSM process
This stage of the process reads the barcodes and sorts the mail into individual postman/woman’s rounds (called walksorts).  The sorted mail then comes off the machines and goes into upright trolleys.  These trolleys can then be despatched to delivery offices.  When it arrives, it is ready for delivery.  

Incidentally, the walksorts are compiled by a specialist software database program which can make them up in approximately two days.  The manual system previously used took 6 weeks from start to finish.

The Royal Mail Processing Centre, Edinburgh: questions
1.
The Post Office is a public corporation.  What does the term ‘public corporation’ mean?
(1)
2.
(a)
Describe two internal stakeholders in the Post Office.
(2)


(b)
Describe two external stakeholders in the Post Office.
(2)

3. 
Explain one objective that the Post Office may have.
(2)

4. 
The Royal Mail Processing Centre is an example of flow production.


(a)
Explain why the Centre is an example of flow production. 
(1)


(b)
Why is sorting letters and packets suitable for flow 


production?
(2)


(c)
Give another example of flow production
(1)

5. 
The Royal Mail uses a specialist database containing postcodes. 


(a)
Explain what a database is.
(1)


(b)
Describe two other ways in which databases could be used in business 
(4)

6.
Describe three costs and three benefits of using information 

technology at the Royal Mail Processing Centre.
(6)

7.
Explain how the individual postman/woman’s rounds have been 

affected by technology?
(2)

(25)

The Royal Mail Processing Centre, Edinburgh: suggested solutions
1.
A public corporation is part of the public sector.  It is owned and financed by the government.

2.
(a)
Possible internal stakeholders could be employees (e.g. machine operators who depend on the company for wages etc.); managers (who supervise the processing and make decisions about investment etc.); trade unions (who represent workers and negotiate pay and conditions on their behalf).


(b)
Possible external stakeholders could be the government (who puts up the money and expects it to be used well); taxpayers (who expect to see their money being properly used); customers (who wish an efficient value for money service).

3.
Possible objectives include providing a cheap and efficient service to customers (many customers will be taxpayers and, as a public corporation, quality of service is very important to the Post Office); covering costs (public corporations do not have to earn profits but the Post Office must not lose money and must ensure it has funds for investment).

4.
(a)
This is an example of flow production because a large number of items are processed in the same way on an assembly line system – in this case a conveyor belt.


(b)
The items are standard (i.e. letters); the tasks involved are routine and easily broken down into component parts; the same processes have to be carried out for each letter or packet; it is possible to identify problems (e.g. letters with unclear postcodes); a large volume of items must be processed; items must be processed quickly.  Effectively, this is the equivalent of mass production for mass consumption. 


(c)
Examples could include any product manufacturing process involving an assembly line, for example, cars; electronic goods; food manufacture; brewery bottling plant. 

5.
(a)
A database is an electronic filing system which carries information on a large number of items. 


(b)
Databases could be used in business as follows:



Employee records – in this way it is easy to find out information on age, training, salary level, years of service and so on.


Customer records – this can be used for marketing purposes – for example, a mail shot; market research (who buys what), and so on.



Designs – where business uses a number of different designs for products, information on components, etc, can be held on a database.  



Stock records – stocks can be kept on a database – for example, part numbers etc, and employees can find out what is in stock at any time.

6.
Costs – initial costs of installation/maintenance costs, breakdown costs, training costs for operators, etc.


Benefits – increased productivity, less waste, improvement in working environment etc.

7.
Walksorts for postmen and postwomen are made up using a specialist software database program.  These can be made up in two days instead of the manual system of six weeks.  This may mean that routes change quickly depending on volume of mail.  Postman and women may have to become accustomed to changes of route.

Case Study 3: Soled Out?
Read the case study below and answer the questions that follow.
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Background
T-Sole Ltd produce fashion boots and industrial footwear, which are sold under the brand name of MDs.  This footwear brand can only be bought in specialist retail outlets throughout the UK or from their own shop, which is situated in the heart of London.


During the mid 1980s to the mid 1990s the company achieved huge successes.  Their footwear range was particularly popular with the student segment of the market, because of their durability. Sales to other segments of the market were also increasing, as were their profits. 

The managers of the company decided to expand their factory to cope with this increased demand, which also meant doubling their workforce.

The present situation
Their factory is situated in a rural area approximately 200 miles from their London store.  New employees were recruited from the locality and are given one day’s training in the production process when they first started.  Management introduced a ‘piecework’ rate, which means employees are paid for each item of footwear they produce.  The managers believed this system is an incentive to increasing productivity. However, the new recruits made many mistakes and a lot of the footwear produced had to be rejected.

The experienced workers started rushing their work in order to increase their wages and this led to an increased number of consumer complaints regarding faulty or poor quality goods.  Added to this was the increased competition from trainer manufacturers.  The MDs brand saw its sales figures drop by 50 per cent within three years, which was a huge loss of market share.  

Two-thirds of the workforce have now been made redundant.  Those remaining feel very insecure and are unhappy with their current working conditions.  Production has been limited, which means they are losing out on wages. The equipment they use is constantly breaking down, leading to further time lost for which they are not being paid.  

The remaining workers have asked the management to change their payment system to a guaranteed weekly wage for the hours they work.  They have threatened to withdraw their labour if conditions do not improve.

Options for the future 
The managers of T-Sole Ltd have discussed the following options.

1.
Change the payment system for the employees and improve maintenance procedures on the machinery.  This would eat into their already reduced profits and would not be popular with the shareholders.

2.
Keep the present payment system for the employees and instead move into the casual footwear range and hope that the employees will accept the change.  This would involve some modification and upgrading of existing machinery.  Finance could be a problem.

3.
Have a combination of both options. Give the employees a guaranteed wage and diversify into the casual footwear market.  

After careful consideration the management choose Option 3.

Soled Out?: questions
1.
Challenges for business can come from internal and/or external pressures.

Explain two such pressures affecting the current situation of 

T-Sole Ltd.
(4)

2.
Explain the stages in the product life cycle of the MDs footwear 

brand and state which stage it is now at.
(8)

3.
Employee relations at T-Sole Ltd suffered because of the new payment system.  Explain what the Human Resources Department of T-Sole Ltd could have done to avoid these problems. 
(4)

4.
In today’s competitive markets quality products are extremely important.  Explain what measures T-Sole Ltd could have introduced 

to ensure a high quality product reached the consumer.
(4)
(20)

Soled Out?: suggested solutions
1.
Internal pressures could include:
· Workforce unwilling to continue with present working conditions.
· Lack of training in making casual footwear.
· Lack of finance to adapt existing machinery/buy new machinery.
· Existing shareholders who will have reduced dividends. 


External pressures could include:
· Market is already near saturation – lots of competition.
· Political – e.g. introduction of the minimum wage (i.e. laws protecting people at work).
· Economic –any change to interest rates could affect loan repayments of machinery/factory etc.
· Social – changing attitudes to pollution/green issues/animal rights e.g. ensuring it is only man made fibres used in production.
· Technical -use of the internet for faster communications, etc.
2.
Product Life Cycle


Development/introduction – product is being designed
· Introduction when product is new on market.
· Sales are usually low at this stage.
· Length of stage varies according to product.

Growth – product is becoming established
· Consumers are more aware of its existence.
· Sales start to increase as more consumers buy it.
· Product starts to make a profit.

Maturity/saturation – product has become fully established
· Sales are at a maximum.
· Product has a huge market share.
· No more sales growth possible unless product changed in some way.

Decline – sales start to decline – possibly because of more competition
· Product is no longer required by consumers.
· Product is forced out of the market.

MDs is in the decline stage.
3.
The human resources department could have:
· prepared job descriptions (specifications) for the organisation

· prepared person specifications – used these to match to the job description

· offered more than one day’s training – perhaps an induction training to emphasise the culture of the organisation

· used a better system of remuneration to ensure all employees were paid fairly

· had a better system for the whole recruitment and selection process

· introduced a staff appraisal system – emphasising how this could help promotion/pay etc

· introduced a formal grievance and discipline procedure

4.
Measures to ensure quality:

· Introduce a quality control programme.
· Introduce Total Quality Management system (if student says TQM without expansion, only give ½ mark).
· Monitor the production process at each stage to eliminate substandard goods.
· Give the workers more responsibility for ensuring quality/solving production problems.
· Introduce quality circles.
· Investigate how your competitors maintain quality (benchmarking).
Case Study 4: Border Tweed to Border Tea’d
Read the case study below and answer the questions that follow.

Background
Sandy and Gillian have been happily married for just over seven years.  They met eight years ago at a textile factory in Hawick, where they both started work after leaving school.  The textile factory was the biggest employer in the area.

During these years they saved hard and finally bought their dream house – a four-bedroom detached traditional bungalow.  The house needed upgrading, so the couple managed to get it at a bargain price.  They put down a good deposit and took a mortgage for £60,000.  They were looking forward to renovating the house over time.

The present situation 
The textile trade was the main industry in the Scottish Borders.  In the past few years, however, factors such as high prices for cashmere wool and declining orders from Japan and America have led to short-time working and some redundancies within the industry.

Last year Sandy and Gillian were both made redundant at the same time.  Faced with the prospect of moving away to find work or being unemployed, they decided they would start up their own business.  They would run a Bed and Breakfast guesthouse.  The Scottish Borders is a popular tourist area and the couple lived in a very beautiful spot.  It was also on the main route for travellers to both sides of the border.  They decided to use their redundancy money to upgrade the accommodation immediately to the required standard.  

Sandy and Gillian know nothing about running a business.  They are hoping to find some useful information on running a Bed and Breakfast business and whether there are any government grants available to help them get started.  Sandy arranged a meeting with the bank manager to have a talk about their new business.  They would need a new business account and help in preparing a business plan.  

The couple are aware of the importance of information technology to help them run their business.  They have set aside £2,000 for a new computer, any software they might need and a good quality printer.  They have decided what tasks each of them will be responsible for.  Sandy will look after the accounts and negotiate any grants that may be available for the business.   Gillian has agreed to look after bookings, customer correspondence and promotional material, including design of leaflets and business cards for the business.   They have read a lot about advertising businesses on the internet and think this would offer a lot of opportunity for their Bed and Breakfast business.
Border Tweed to Border Tea’d: questions
1.
(a)
Suggest the most suitable type of business organisation for 


Sandy and Gillian to set up.  Give reasons for your answer.
(4)

(b)
Identify a possible external stakeholder in their business.  


State what interest that stakeholder would have.
(2)

2.
Describe two useful sources of information that would help Sandy 

and Gillian find out if their venture would be successful.
(4)

3.
(a)
Give two reasons why an IT training course would benefit 


Sandy and Gillian.
(2)


(b)
Describe two ways they could use the internet to support their business.
(2)

4.
Sandy has agreed to be responsible for the business accounts.  Explain why financial planning and maintaining financial records are essential for business survival.
(5)

5.
Gillian has agreed to look after the marketing aspect of the business.  Explain the importance of the marketing mix to a business such as Sandy and Gillian’s.
(6)

(25)

Border Tweed to Border Tea’d: suggested solutions
1.
(a)
Partnership
Private Limited Company



(
relatively easy to set up
(
limited liability


(
share of ideas
(
easier to raise capital


(
specialist skills of each partner
(
does not need to be


(
cover for illness/holidays

dissolved if owner dies


(
business affairs can be kept 



private


(b)
(
The bank – they would want to establish profitability levels to ensure any loans could be repaid.


(
Suppliers – they would want to make sure they were paid promptly for their supplies.


(
Local community – they would want to make sure there was no additional noise, pollution or traffic congestion in the area around the business.

2.
Primary (field) information – gathering the information directly for their own purposes e.g. market research information on competitors pricing, market share, advertising media successes, etc.

Secondary (desk) information – using existing sources of information e.g. trade association journals, government statistics on consumer spending, reports in the newspapers, advice from a local enterprise company etc.
3
(a)
(
They will gain understanding and confidence is using the equipment and software packages.


(
They can use it to produce letters, invoices, advertising flyers and notices, prepare accounts and budgets, etc.

(b)
They could:



(
have an email address for customers to send bookings



(
produce their own web page to advertise their guesthouse – web page will show pictures of rooms, show prices charged etc



(
find out information about competitors, suppliers, etc.
4.
Financial planning and maintaining financial records are essential because they:


(
ensure there is enough cash coming in to cover day-to-day costs


(
help with making good business decisions

(
can help plan future strategies


(
are used to measure the performance of the business 


(
are used to establish the profitability of the business.

(
are used to prepare p/l account and balance sheet


(
can help monitor and control costs, etc.
5.
The marketing mix is important for the following reasons:


(
It consists of the 4Ps:  product, price, promotion and place.

(
A combination of all four will help sell their service.

(
You must create a successful mix of the four. 


(
It’s about the right product or service sold at the right price in the right place using the most suitable promotion.

(
These four ingredients are needed to meet the aim of the business.

(
At different stages, depending on circumstances, you will need to alter the mix.

(
A marketing mix can be designed to suit the specific requirements of the market situation.

(
An optimum marketing mix can increase profitability.

(
It is a technique (process) used by businesses to make consumers aware of their product/service.
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