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Lesson Element

Unit 1: The business environment
Keeping up with a changing environment
Instructions and answers for tutors

These instructions cover the learner activity section which can be found on page 7. This Lesson Element supports Cambridge Technicals Level 3 in Business.

When distributing the activity section to the learners either as a printed copy or as a Word file you will need to remove the tutor instructions section.
The activity

In this lesson element learners read the Richer Sounds case study and answer a number of questions relating to the changing environment in their business area.
Suggested timings

· Activity 1: 1 hour
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Activity 1

Richer Sounds Case Study

	When Julian Richer set up his business selling hi-fis at the end of the 1970s, he was offering the product of the moment, the sound system everyone wanted in their homes. CDs had not been invented, let alone MP3 players. Over more than 35 years, the technology delivering the music we listen to and the films and TV programmes we watch has evolved hugely, with the pace of change increasing all the time. Yet Julian Richer’s chain of electrical stores, Richer Sounds, is thriving – and still sells hi-fis, among many other products.

How does the company keep ahead, in this extremely demanding business environment, remaining competitive with its products in a context of rapid technological change? 

One of the essential elements is for the company to keep in close touch with its suppliers. 

Every year, suppliers come to the company with a road map of the year ahead, setting out what new products they have and when they will launch. Most new product launches are early in the year, around March, but often models will land throughout the year, particularly the premium models.

With years of experience in the business, Richer Sounds is generally clued up about what new products to expect. Rumours of new technology are heard well in advance of launch. Sometimes there are surprises, when a manufacturer has kept a new product under wraps, and if so Richer Sounds has to act fast to train its staff (all known as colleagues at Richer Sounds) when the products appear. 

This rapidly changing business environment has its benefits, in that there are always new products to attract customers into the stores. But equally there are risks, with the danger of the business being left with outmoded stock.

Richer Sounds accepts this is a challenge and relies on its skills and experience in forecasting our stock requirements. Having prior notice of new lines and products allows the company to clear older lines. The pricing of older stock is regularly reviewed, to clear it through as quickly as possible.

Richer Sounds’ approach is that staff training is the key to success in an environment where new and upgraded products are appearing all the time. Before buying a new television, for example, customers will have many questions: which brand to buy, which model? What are the latest features? How do models differ? Shop staff must be ready to answer these questions in an informed and unbiased way.

	“We want to be experts in our industry, and knowledgeable and honest with our customers,” says Nathan Kennaugh, Richer Sounds’ Colleague Support and Training Director.

Training is such a priority for the company that its stores do not open to customers until midday every day, so that the morning can be devoted to hands-on training with the products. 

“We have a web-based teaching and training system, which colleagues do weekly in store,” Nathan Kennaugh explains. “Store managers hold training sessions and the stores have daily ‘plug and play’ sessions that the colleagues do themselves, actually demonstrating how the products work, listening to the sound and watching the screens. We also encourage colleagues to self-learn, so the stores subscribe to the industry magazines and we encourage colleagues to look at tech websites regularly.”

With an idea of when new products will be launched, Richer Sounds plans how best to get the knowledge of the products, their key features and benefits, out to the colleagues in the stores, looking at what might be the best training methods to do this.

Manufacturers can provide training for their products, but Richer Sounds prefers to do its own training for colleagues, to ensure they have all round knowledge and can give impartial advice to customers.

“Our colleagues do have access to the training web portals for many of the manufacturers we stock. They are free to log on to these for training and information whenever they need,” Nathan Kennaugh says. “We also allow manufacturers to visit the stores to hold coffee morning training sessions before the stores open. They would normally visit when a new product is about to launch. But we check the content of the session prior to delivery.”

The other big challenge for a company operating in a fast changing environment is to keep control of quality. Richer Sounds has to be confident that new products being launched are the right ones for it to stock. The technology may be innovative, but is it any good? Being ‘new’ isn’t enough: the company wants to maintain a reputation for selling products that are also reliable and good value, so its tries and tests them itself. The managing director, the purchasing team and selected store managers regularly review and discuss new products coming into the business. They want to make sure products are of the right standard before ordering them.


	The company likes to employ people who have a real interest in what they are selling, so staff too are a source of knowledge about new products. “We have a well-established suggestion scheme and regularly get great suggestions through from colleagues, regarding both new technologies and existing tech that requires additional focus,” says Nathan Kennaugh. “We pay colleagues between £5 and £25 pounds for good suggestions so it is really encouraged.”

For any business operating in a changing environment, one of its greatest resources will be keen staff who have their finger on the pulse of the industry and are in daily touch with customers’ views. Richer Sounds has always had a policy of inviting, and acting upon, its colleagues’ input. This resource is likely to be even more important in a business environment that is not going to stand still.


Questions (with suggested answers)

1. Identify the internal and external stakeholders referred to in the case study, and suggest how their objectives might differ.
Internal Stakeholders: Employees (Colleagues, Store managers, Director, Managing Director) 
External Stakeholders: Suppliers/Manufacturers, Customers.


The internal stakeholders mentioned will be concerned with the performance of the business, particularly the financial performance, since this will directly affect the financial rewards they receive (e.g. pay/profit).  The external stakeholders mentioned will have differing objectives.  Suppliers will want to make sure that they are going to get paid, but may also want to build a relationship with Richer Sounds to secure future sales.  Customers, though, will be looking for value for money, and a good service.


2. Richer Sounds is an unlisted public limited company.  Assess whether this is the most suitable legal form for the business.
A public limited company (plc) is usually a large business, which Richer Sounds would be classified as.  They are owned by shareholders, who benefit from limited liability; given the high-cost goods that Richer Sounds sell it would certainly make sense for the shareholders not to put their personal possessions at risk.  This would mean that being a sole trader or partnership would not be advisable.  A plc can sell shares publicly if it chooses to do so, however as an unlisted plc, Richer Sounds has chosen not to do so, and as such Julian Richer is able to retain control of the business.  Whilst this means the business must have a minimum of £50,000 share capital this is unlikely to be an issue given the nature of Richer Sounds business.  The fact that it is a plc is likely to impress suppliers more than being a private limited company (ltd) and I believe that being an unlisted plc is the most suitable legal form for Richer Sounds.

3. The nature of Richer Sounds’ business means that it is affected significantly by changes in technology.  Identify which of the other external influences is most likely to impact on Richer Sounds.
In addition to changes in technology, there are a number of external factors that could affect Richer Sounds, including social, economic, environmental, political, legal and ethical factors.  All of these will have some impact on Richer Sounds, for example they will need to be aware of changes in demography as well as changes in legislation related to the sale of goods, or the employment of staff.   However, I believe that the external influence that is likely to have the most impact is the economic one.  The products that Richer Sounds sell are expensive luxury items, and whilst many are sold at competitive prices, they are usually well-known brands, and as such their customers may be more conscious of obtaining value for money rather than just buying based on price alone.  However, a change in the economic factors might, for example, reduce the income of these customers, which may mean that they postpone their purchases, or perhaps decide to buy cheaper unbranded items instead, negatively impacting on Richer Sounds.

4. With reference to the case study, explain why it is important for a business to plan.
Given the fast-changing nature of the business as outlined in the case study, it is particularly important for Richer Sounds to plan ahead; so that they can ensure that they know what new products are coming. This helps to minimise the risk of being left with outdated stock and means that plans can be made to review prices on a regular basis.  The fact that ‘suppliers come to the company with a road map of the year ahead’ will certainly aid planning, but they must be prepared for ‘when a manufacturer has kept a new product under wraps’ to ensure that staff have sufficient knowledge to ensure that the company is able to meet its objective of maintaining ‘a reputation for selling products that are also reliable and good value’.
5. Conduct a SWOT analysis of Richer Sounds’ and use it to evaluate their current position.
	Strengths
	Weaknesses

	• Established business – with a reputation built up over 35 years

• Proven ability to respond to changes in the market

• Close relationship with suppliers

• Committed to staff training

• Quality of new products is reviewed by internal teams

• Staff suggestion scheme
	• Has to regularly review prices to clear outmoded stock – could result in losses

• Stores do not open until midday due to staff training – may be inconvenient for customers and result in loss of sales, and is expensive

• 53 stores – so restricted access to shops for many customers

	Opportunities
	Threats

	• Always new products to attract customers into store

• Expansion, possibly using the website to reach customers too far away from physical stores
	• Most new products launch around March, which could impact cash flow

• Some products kept under wraps by manufacturers – giving little time to prepare staff

• Risk of being left with outmoded stock

• Increased web-based competition (e.g. Amazon)


Given the SWOT analysis above, it appears that Richer Sounds is in a relatively healthy position.  There are a number of areas in which it performs well, particularly with staff knowledge and expertise.  Its main area of weakness is related to the number of stores it has compared to many of its competitors, but there is an opportunity to use the website to help address this.  The nature of the products it sells does mean it faces some important threats that it will need to constantly monitor; the activity of competitors and the constant risk of being left with out-of-date stock.
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Unit 1: The business environment 

Learner Activity
Keeping up with a changing environment
In this lesson element, you will work in small groups and read the case study on the changing business environment that Richer Sounds operate in and answer a number of questions relating to it.
Activity 1

Richer Sounds Case Study

	When Julian Richer set up his business selling hi-fis at the end of the 1970s, he was offering the product of the moment, the sound system everyone wanted in their homes. CDs had not been invented, let alone MP3 players. Over more than 35 years, the technology delivering the music we listen to and the films and TV programmes we watch has evolved hugely, with the pace of change increasing all the time. Yet Julian Richer’s chain of electrical stores, Richer Sounds, is thriving – and still sells hi-fis, among many other products.

How does the company keep ahead, in this extremely demanding business environment, remaining competitive with its products in a context of rapid technological change? 

One of the essential elements is for the company to keep in close touch with its suppliers. 

Every year, suppliers come to the company with a road map of the year ahead, setting out what new products they have and when they will launch. Most new product launches are early in the year, around March, but often models will land throughout the year, particularly the premium models.

With years of experience in the business, Richer Sounds is generally clued up about what new products to expect. Rumours of new technology are heard well in advance of launch. Sometimes there are surprises, when a manufacturer has kept a new product under wraps, and if so Richer Sounds has to act fast to train its staff (all known as colleagues at Richer Sounds) when the products appear. 
This rapidly changing business environment has its benefits, in that there are always new products to attract customers into the stores. But equally there are risks, with the danger of the business being left with outmoded stock.

Richer Sounds accepts this is a challenge and relies on its skills and experience in forecasting our stock requirements. Having prior notice of new lines and products allows the company to clear older lines. The pricing of older stock is regularly reviewed, to clear it through as quickly as possible.

Richer Sounds’ approach is that staff training is the key to success in an environment where new and upgraded products are appearing all the time. Before buying a new television, for example, customers will have many questions: which brand to buy, which model? What are the latest features? How do models differ? Shop staff must be ready to answer these questions in an informed and unbiased way.

“We want to be experts in our industry, and knowledgeable and honest with our customers,” says Nathan Kennaugh, Richer Sounds’ Colleague Support and Training Director.

Training is such a priority for the company that its stores do not open to customers until midday every day, so that the morning can be devoted to hands-on training with the products. 

“We have a web-based teaching and training system, which colleagues do weekly in store,” Nathan Kennaugh explains. “Store managers hold training sessions and the stores have daily ‘plug and play’ sessions that the colleagues do themselves, actually demonstrating how the products work, listening to the sound and watching the screens. We also encourage colleagues to self-learn, so the stores subscribe to the industry magazines and we encourage colleagues to look at tech websites regularly.”

With an idea of when new products will be launched, Richer Sounds plans how best to get the knowledge of the products, their key features and benefits, out to the colleagues in the stores, looking at what might be the best training methods to do this.

Manufacturers can provide training for their products, but Richer Sounds prefers to do its own training for colleagues, to ensure they have all round knowledge and can give impartial advice to customers.
“Our colleagues do have access to the training web portals for many of the manufacturers we stock. They are free to log on to these for training and information whenever they need,” Nathan Kennaugh says. “We also allow manufacturers to visit the stores to hold coffee morning training sessions before the stores open. They would normally visit when a new product is about to launch. But we check the content of the session prior to delivery.”


	The other big challenge for a company operating in a fast changing environment is to keep control of quality. Richer Sounds has to be confident that new products being launched are the right ones for it to stock. The technology may be innovative, but is it any good? Being ‘new’ isn’t enough: the company wants to maintain a reputation for selling products that are also reliable and good value, so its tries and tests them itself. The managing director, the purchasing team and selected store managers regularly review and discuss new products coming into the business. They want to make sure products are of the right standard before ordering them.

The company likes to employ people who have a real interest in what they are selling, so staff too are a source of knowledge about new products. “We have a well-established suggestion scheme and regularly get great suggestions through from colleagues, regarding both new technologies and existing tech that requires additional focus,” says Nathan Kennaugh. “We pay colleagues between £5 and £25 pounds for good suggestions so it is really encouraged.”

For any business operating in a changing environment, one of its greatest resources will be keen staff who have their finger on the pulse of the industry and are in daily touch with customers’ views. Richer Sounds has always had a policy of inviting, and acting upon, its colleagues’ input. This resource is likely to be even more important in a business environment that is not going to stand still.


Questions

1. Identify the internal and external stakeholders referred to in the case study and suggest how their objectives might differ.
____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
______________________________________________________________________
______________________________________________________________________

______________________________________________________________________

2. Richer Sounds is an unlisted public limited company.  Assess whether this is the most suitable legal form for the business.
__________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
3. The nature of Richer Sounds’ business means that it is affected significantly by changes in technology.  Identify which of the other external influences is most likely to impact on Richer Sounds
________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
4. With reference to the case study, explain why it is important for a business to plan
__________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

5. Conduct a SWOT analysis of Richer Sounds and use it to evaluate their current position. 
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