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MN101 Principles of Management
Week 3 tutorial suggested answers 

Lecture 3 (1) Planning 
Review questions
1. Assume that Southern University decides to do two things: (1) raise its admission standards, and (2) initiate a business fair to which local people will be invited. What types of plans would it use to carry out these two activities?
Raising admission standards would require a standing plan to provide guidance for admissions performed repeatedly over the next several semesters. Within the concept of a standing plan, the university may use policies, procedures or rules to enforce the new admission standards. A policy would define admission standards, in general, and procedures would describe processes for admitting students under the new policy. Specific rules might also be established for specifying exactly what action to take in particular admission situations.
Initiating a business fair would probably require a single-use plan. The single-use plan develops a set of objectives that will not be repeated in the future. The business fair would probably be considered a project, for which participants would develop a set of short-term objectives and plans to achieve the one-time goal. If the university has run any similar events in the past (such as a careers expo or open day), previous plans for these activities would likely be a good starting point, but they should not be slavishly followed because of the different focus of the various events.
2. Some people say an organisation could never be ‘prepared’ for a disaster such as the Japan nuclear disaster, or the huge BP oil spill in the Gulf of Mexico. Discuss the potential value of crisis planning in situations like these, even if the situations are difficult to plan for.
Managers cannot always anticipate future events and build scenarios to cope with them. Although crises may vary, a good crisis management plan can be used to respond to any disaster at any time, day or night. 
· Prevention. A critical part of the prevention stage is building trusting relationships with key stakeholders; this may prevent crises from happening and help managers respond more effectively to those that cannot be avoided. 
· Preparation. Designating a crisis management team and spokesperson, creating a detailed crisis management plan and setting up an effective communications system are three steps in this stage. The crisis management plan is a detailed written plan that specifies the steps to be taken, and by whom, if a crisis occurs. 
· Containment. If unable to be contained, a rapid response is crucial if a crisis occurs, and it is critical that the organisation speaks with one voice. People’s physical safety comes first and the next focus should be on the emotional needs of employees, customers and the public.
Crisis planning is something that is incredibly important, especially where human lives, animal lives and the environment are at risk. BP did not respond well to the oil spill in the Gulf of Mexico. It was not unfathomable to think that an oil spill could occur. In fact, BP has experienced oil spills in the past but not to the same extent as the Deepwater Horizon spill. This is why crisis planning is so important. Consumers and employees look to organisations, like BP, for transparency with their actions and demand that the firm act in a socially responsible manner.
Ethical challenge: Inspire Learning Corporation (page 243)
What do you do?
1. Donate the $1000 to central high and consider the $10,000 bonus a good return on your investment.
2. Accept the fact that you didn’t quite make your sales goal for the year. Figure out a way to work smarter next year to increase your odds of achieving your target. 
3. Don’t make the donation, but investigate whether any other ways are available to help Central High raise funds that would allow them to purchase the much needed educational software. 
Donating money to a school appears altruistic, but the insider knowledge that Marge has about the school’s desire to purchase the software that she is trying to sell is likely what is triggering her conscience to feel unsure. The school may not know about the $10 000 bonus that is due to come to Marge when the extra $1000 she gives the school gets translated into an actual purchase of the software from Inspire. If she were to disclose her conflict of interest in relation to the donation and the sale of software, perhaps the school would decide to buy a competing product from another company. The second option may be brought about by Marge being transparent about her conflict of interest, or by her deciding to not donate the $1000 at all. Either way, option two is more ethical but not very satisfactory in a utilitarian sense. Her third option is more likely to create the win-win for everyone. If Marge proactively helps the school with creative fundraising activities, she will probably make some new friends, help the students gain some more resources and educational opportunities and also help Inspire Learning Corporation achieve its target and legitimately pay Marge her bonus for a job well done.
Case study
You are the marketing manager for a major confectionery company with a factory in Tasmania. As part of the company’s growth agenda, the production team have created a new super-premium brand of block chocolates. The blocks are 100 g and sell for the same price as the standard 250 g family block range. You have been charged with the responsibility of launching the new range of chocolate bars into the convenience store trade in your town.
a. 	Identify and define the five important characteristics of effective goals. 
b. 	For each of the characteristics, provide an example of how you might go about setting a goal for the introduction of a new range of premium chocolate bars into convenience stores in your town. 
Solution 
a.	Students should be able to identify the following characteristics of effective goals: specific and measurable; cover key result areas; challenging but realistic; defined time period; and linked to rewards.
b.	This will be a quite difficult task for students doing an introductory unit in management. However, students should be able to identify generic strategies for getting the new product range to the designated outlets (for example, student might identify that they need to send their sales staff to the store – but have they mentioned ‘which stores’, ‘how many of these stores’, ‘how much stock must be sold to them’, ‘in what time frame’ etc.). Students should be given the opportunity to state their generic goals, and then through class discussion determine whether their initial efforts conform to the characteristics mentioned in (a). 
Lecture 3(2) Strategy formulation and implementation
1. Using Porter’s competitive strategies, how would you describe the strategies of Target, Coles Supermarkets, David Jones and Kmart? Do any of these companies also use cooperative strategies? Discuss.
You are encouraged to visit the websites of these companies (three of which are part of the Coles Group, owned by Wesfarmers) to ensure they have an understanding of each company’s competitive strategies.
Porter identifies three business-level or competitive strategies: cost leadership, differentiation and focus.
David Jones pursues a focus strategy that emphasises differentiation because it is a high-end retail store targeted at a particular market segment. David Jones has strong brand marketing, a creative flair, a reputation for retail leadership and the amenities to attract creative retail people.
Target and Kmart might both be potentially described as ‘stuck in the middle’ because they do not excel at overall cost leadership or differentiation. They are not differentiated with respect to quality or reputation from each other or from other retail chains such as Big W. This ‘stuck in the middle’ strategic position is arguably the cause of their recent poor sales figures and financial results. Target, Kmart and Big W have all undergone rapid transformations in the past few years in order to compete with one another. 
Coles Supermarkets are currently pursuing a low-cost strategy, as reflected by their ‘down down’ slogan. On the other hand, its principal competitor, Woolworths, differentiates itself as the ‘Fresh Food People’ and focuses on its sourcing of its fresh produce from Australian farmers. Supermarkets such as the few remaining Bi-Lo stores (also part of the Coles Group) and Aldi, a relative newcomer from Europe, are examples of other low-cost players in the retail supermarket sector. It should be noted that Coles also seeks to differentiate itself from these other low-cost players in terms of its product range, including gourmet food products, wide aisles and customer service (as evidenced in the TV ads with celebrity chef Curtis Stone). Students may argue that Coles, therefore, is successfully pursuing a hybrid strategy.
Cooperative strategies reflect collaboration rather than competition between companies. The Coles Group is set up as a divisional structure, with each company such as Target, Kmart and Coles Supermarkets operating individually as a strategic business unit. There is evidence of long-term cooperative relationships (strategic alliances) in terms of arrangements for in-store credit cards (a Coles in-store credit card can be used at all stores within the Coles group) as well as the Coles Group and Myer gift cards. Its membership in the FlyBuys customer reward scheme can be regarded as a cooperative relationship. Other companies within the Coles Group, including Liquorland, Coles Express, Kmart, First Choice Liquor and Kmart Tyre and Auto Service, are also members of this rewards scheme, as are NAB, AGL, Telstra, Medibank and numerous other retail companies. Additionally, Coles Supermarkets have entered into a strategic alliance with Shell petrol stations (Coles Express) as part of its discounted petrol offer for customers who spend a minimum amount of $30 in one transaction.
2. If you are the CEO of a global company, how might you determine whether a globalisation, a transnational or a multidomestic strategy would work best for your enterprise? What factors would influence your decision? How would your choice reflect the products or services your company is offering?
The choice of strategy is a reflection of the degree to which the CEO:
· wants to achieve global integration or national responsiveness
· wants the global affiliates to act autonomously or wants activities to be standardised and centralised across countries
· believes the chosen strategy provides synergies among worldwide operations.

· If the CEO chooses a strategy of globalisation, product design and advertising strategies are standardised throughout the world. This approach is based on the assumption that a single global market exists for most consumer and industrial products.
· If the CEO chooses a multidomestic strategy, competition in each country is handled independently of industry competition in other countries. Thus, a multinational company is present in many countries, but it encourages marketing, advertising and product design to be modified and adapted to the specific needs of each country.
· If the CEO chooses a transnational strategy, the aim is to achieve both global integration and national responsiveness. However, a true transnational strategy is difficult to achieve because one goal requires close global coordination, while the other goal requires local flexibility.
Case for critical analysis: Costco: A different approach (page 279)
1. Costco opened stores in Australia in 2009 and continues to expand internationally. Have you shopped at a Costco store? How do you think a Costco store could compare to a Target, Big W or Kmart store? What do you value most when selecting a low-priced store at which to shop?
Answers will vary depending on individual perspectives about their Costco experiences. Some of the likes and expectations about low-priced stores in general may be:
· Large range of affordable products
· A chance to get brand name products at greatly reduced prices
· Feeling like you might get a really good bargain
· Discovering a few unique and affordable items that you cannot find elsewhere
· One-stop shopping with the chance for change afterwards.
2	With respect to competitive strategy, identify and evaluate Costco’s target customers, its core competence, and how it builds synergy and delivers value.
· Reputation for rock-bottom pricing and very thin profit margins
· A unique corporate culture that maintains a reputation for honouring that value
· 140 000 enthusiastic employee ambassadors spread the word about Costco to friends and neighbours
· Flat, fast, and flexible organisation encourages delegation of authority to local warehouse managers who have the freedom and authority to make quick, independent decisions that suit the local needs of customers and employees.
3	 Would you rate Costco’s competitive strategy as pursuing differentiation, cost leadership, focus or some combination? Why?
Costco’s generic strategy is cost leadership combined with some aspects of differentiation in the way it treats staff quite generously and serves customers differently through the membership warehouse club business model.
Case Project 8.2
Consider the Australian domestic market for discount air travel. The two main brands/companies are JetStar and Virgin Australia. Using your own understanding of how these two companies compete, as well as evidence from their websites, answer the following questions.
a. 	Which of Porter’s generic strategies are the two companies implementing?
b.	How have the two airlines differentiated their brand and service offering from each other in the Australian domestic market?
c. 	List what you believe are some of the external opportunities and threats that both airlines face in the current business climate.
Solution Case Project 8.2
a. 	Students may argue for any of the following:
JetStar – Low cost (no-frills).
Virgin Blue – Low cost OR Low cost/Differentiation.
b. 	JetStar have positioned themselves as the low-cost carrier for the most profitable air routes in Australia. The company offers a ‘no-frills service’, with all additional services above and beyond the flight itself to be paid for separately. Customers are able to select the services that they wish to consume on the flight at an individualised cost. 
Virgin Blue offer a low cost/differentiated service with much the same service as JetStar, but have differentiated their offering with alternative direct routes (not offered by JetStar, who were first-movers in the industry) and augment their service offering with a ‘fun’ atmosphere.
c. 	Students may include any number of current issues (such as increased fuel costs etc.), but it is essential that they be coached to understand that an opportunity can turn into a threat over time (e.g. the market for low-cost air travel was originally an opportunity, but now represents a threat to the very viability of the firm, given terrorism and fuel costs), and that well managed threats can open up opportunities for the firm (especially if their competitors mismanage the same threat).
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