Hagan’s Theories Sheet Theme 2 & 3 – If Carlsberg did theory sheets…
Can sprinkle into other papers than those listed, but be careful to make sure :
· You answer your question
· You don’t go off track from your K point or the objective
Theories can help develop An in 20 markers for L4. But see warning lines above
Remember to study the pros and cons/limitations of the models/theories too!
	Theme / Paper
	Theory name
	What it is used for? By who?
	Explained in simple terms
	When you might bring it in
	Other: 

	3, P2, P3

T2 a little
	Economies of Scale Internal 

Purchasing
Technical
Marketing
Finance
Network
	It is the main goal for being a big business and scaling up. To allow you to crush the rival businesses either by having lower costs per unit (Cost / Price PORTER GEN) or high margins to invest in R&D to be innovative (Kay) or differentiate (Porter)
	The various benefits of being a scaled up bigger business, especially in a mass market industry based on the cheapest prices.

Can lead to even bigger synergies (cost or revenue) than you expected! Example = even bigger discounts from suppliers than expected! 
	Almost every growth question (organic/ inorganic)  or takeover / merger question in paper 2! 20 markers in your analysis too
	Purchasing economies of scale are not the only internal economy of scale.

Go into a specific relevant internal economy of scale

	3, P2, P3

T2 a little
	Diseconomies of scale

Motivation
Communication
Duplication roles

	The main potential disadvantages of being a large business that increase the cost per unit. 
	The various negatives of being a scaled up bigger business, which make cost per unit go up, or decision making so be slow.

	Almost every growth question (organic/ inorganic)  or takeover / merger question in paper 2! 20 markers in your analysis too

Poss link to motivation
	If you have good managers who are experienced, this can be avoided. 

Growing organically helps reduce chances of this

Hagan’s stories about Oz girl…

	3, P2, P3
	Porter’s Generic Strategies / Strategic Matrix
	Used for the business to decide: Are we going to make the whole business about cost/price or more about differentiation (brand, high quality…). Technically 4 categories (Leadership, Focus) 
>Board members
	A choice of 2 strategic options. Make the business about cost/price (so production methods, materials, offshore…) OR about differentiation (high end brand, quality…). Don’t get stuck in the middle. Hard to change this once decided upon.
	The question refers to cost leadership or another relevant term. 20 markers often good to bring it in as often relevant for An chains
	Western businesses struggle to go for cost/price unless they outsource/ offshore production. 

Lots of businesses operate in the middle fine!

	3, P2, P3
	Kay’s distinctive capabilities

Innovation – Fab new products!

Architecture – Relationships with staff, suppliers.

Reputation – For quality or customer service 
	Used for a business to decide what they are going to make their strategic competitive advantage
>Board members
	A choice of 3 strategic options. Make the business about Innovation (amazing new products), Reputation (brand, reliable, customer service…) or Architecture (rships with staff, suppliers etc).
	The question refers to innovation or other element, OR Kay’s name himself.

20 marker develop the An this way
	Still requires the business to implement it well AND KEEP UP! 

Does not include cost/price etc. 

Reputation is a bit like differentiation

	3, P2, P3
	SWOT

Links to PESTLE a bit

Strengths  (Int)
Weaknesses (Int)
Opportunities (Ext)
Threats (Ext)
	Used to look at the current situation of a business and make big decisions based upon the 4 key areas. Might help you grow but not a growth model per se. 

> Board members
	A 4 category grid looking at the Strengths, Weaknesses, Opportunities and Threats of your 1 business at the time. 
· Build on strengths
· Which weaknesses can you address without losing your competitive advantage (on cost/price maybe). Which are the main ones to address
· Which opportunities can you take. Maybe do Investment Appraisal too
· How do you plan for external threats. These may be PESTLE ones
	Usefulness of SWOT 10/12 marker possible. 20 markers as part of analysis you could bring in concepts such as external threats (less likely)
	Another starting point only. Need to do it honestly, make the right decisions and implement them well without rivals impacting these decisions.

	3, P2, P3
	PESTLE

Political
Economic (GDP, infl…)
Social (Demographics, lifestyles…)
Tech
Legal
Ethics/Environ
	Used to look at the main external threats of your business in the most common external categories. To help you then plan to minimise them

>Board members
	A acronym starting point to help a board consider the main external aspects which might impact the businesses’ chances of being successful. 

Social is often misunderstood. 

Economic includes lots of topics! 

PLCs need plans for everything! 
	Usefulness of PESTLE analysis, or bring in as past of An for a 20 marker (less likely)
	Competition is not included! There are other threats that exist.

Another starting point only. Need to do it honestly, make the right decisions and implement them

	3, P2, P3
	Shareholder v Stakeholder
	Approach to decide between 2 options. Either be about short term profits to keep shareholder happy with dividends OR about long term sustainable profits planning for the future.
	Approach to decide between 2 options. Either be about short term profits to keep shareholder happy with dividends OR about long term sustainable profits planning for the future.
	12 marker or 20 marker with 2 options

20 marker bring in to An
	You could evaluate somewhere in between the 2 sometimes.

	3, P2, P3
	Change
	How to manage a takeover or rapid growth
	All about communication with staff etc.
	20 marker as part of An for a fast growth option. Maybe a 10/12 too
	Communication is key

	3, P2, P3
	Subjective v Objective
	Go with the numbers (objective) or the CEO’s gut feeling
	For PLCs you often need numbers. You pay for their experience though as a CEO etc
	20 marker as part of An most likely
	A balance between the 2 is possible




