Carmarthen Business School
Global Business Challenges Assessment One (BMSP4001)
Lecturer: Anthony Burns
Peter Todorov (1705088)

Seen Exam Question Paper



























Question One

1. With reference to present-day examples, evaluate the implications of climate change for business.  (100 marks)


Climate change can affect the way a business is run and the products it sells to its customers. This can mean adjusting the packaging of a product, how it is made, how the product is transported and many other ways. Businesses which have been finding ways to reduce their carbon emissions include Apple and Tesco. Apple aims to make its business, manufacturing supply chain and the life cycle of their products carbon neutral by 2030 (Apple, 2020). 
  
The ways in which Apple has been reducing their carbon footprint is to reduce their emissions by 75% and to develop new carbon removal solutions to reduce their emissions by 25%. The methods which Apple plan to use include low carbon product design, increasing energy efficiency, increasing renewable energy usage, material and process innovations and removal of carbon (Apple, 2020). Apple plan on using low carbon and recycled material in more of their products and increasing the amount already used in them. In 2019 their carbon footprint was reduced by 4.3 million metric tons by usage of recycled materials in their products and new designs and over the previous eleven years the average energy needed for product use was reduced by 73% (Apple, 2020). Identifying and improving energy efficiency in corporate facilities and their supply chain, Apple’s Supplier Energy Efficiency Programme in 2019 grew to 92 facilities partaking in the programme which will stop 779,000 metric tons of emissions being created annually from the supply chain (Apple, 2020). Investment in upgrading energy efficiency to 6.4 million square feet of new and existing buildings with electricity needs being lowered by approximately one-fifth which will save Apple $27million (Apple, 2020). Renewable energy usage and the usage of it in the supply chain will be increased to help avoid seventy suppliers creating 14.3 million metric tons annually through 100% usage of renewable energy (equivalent of three million cars not being used each year). Product material improvements will also help in reducing carbon emissions as using low carbon materials such as aluminium or reducing the usage of fluorinated gasses which can lead to global warming (Apple, 2020). Replanting of forests is another way in which Apple is reducing its carbon footprint which is a popular way in which other businesses help in reducing their carbon footprint due to its low cost and long-term effect it has on reducing carbon emission. 
  
Tesco has committed to tackle climate change and reduce the carbon emissions it produces by 35% by 2020, 60% by 2025 and 100% by 2050 (Tesco, 2021). Another commitment was an absolute reduction in carbon emissions of 7% by 2020 with manufacturing having a 20% reduction by 2025 and a 35% reduction by 2030, in addition, agriculture would have a reduction of 12% by 2025 and 15% by 2030 (Tesco, 2021). Tesco’s commitment to tackling climate change has resulted in them improving refrigeration and energy efficiency in stores and distribution centres by investing over £700 million since 2007 and has resulted in an emissions reduction of 40% per square foot in stores and distribution centres between 2006 and 2016 (Tesco, 2021). 
  
The reasons why businesses may choose to adopt commitments to tackle climate change include pressure from senior management, shareholders, customers and the government. Pressure from senior management can be due to the image perception the business may face if they are not trying to reduce the carbon emissions produced from the manufacture of their products and the day-to-day operation of the business. Additionally, pressure may be placed on them by stakeholders of the business and the government as the government may have agreed with governments of other countries to tackle climate change with a legally binding treaty such as the Paris Agreement. The aim of the Paris Agreement is to limit global warming below 2 degrees Celsius and preferably to 1.5 degrees Celsius when it is compared to levels from the pre-industrial era (UNFCCC, 2021). The agreement works through a five-year cycle in which climate action can be implemented by the countries in the agreement. Countries submit their climate action plans which are known as Nationally Determined Contributions (NDCs) (UNFCCC, 2021). NDCs are the agreements which each country will agree and execute to reduce their greenhouse gas emissions to guarantee the Paris Agreement goals are met. If businesses do not meet the aims that they set out to reduce their carbon footprint they may be fined by their government as this may cause the country to fail to meet their obligations in accord with the Paris Agreement.  
  
The views of customers on climate change can affect the way a business creates it products, operates and tackles climate change. If customers feel that the business is not doing enough to tackle climate change, they will let their feelings be known through word of mouth or using social media such as Facebook, Instagram or Twitter. If a large number of customers use social media to comment negatively it can lead to negative publicity for the said product. If the negative publicity gains enough momentum, then the stock of the business can lose its value which may result in senior management losing their jobs if the negative feedback or publicity is strong enough to result in this happening. If a business does face the negative publicity then they can adjust the product so that the carbon emissions created from it being produced and sold is reduced by using more recyclable materials, switch from using non-recyclable packaging to reusable packaging and making their premises use less energy which will reduce their carbon footprint. Making these changes can change the perspective of the business that customers do have from previous experiences using them or from other people using or purchasing their products and using word of mouth or social media to voice their displeasure in said products. With a positive image the value of the company will remain positive which can ensure the business remains in a stable financial situation for the foreseeable future. If businesses do focus on reducing their carbon footprint (and it is an important issue for senior management to ensure this is achieved), then the business will not only reduce their carbon footprint but also save money. This can be due to increase the number of recyclable materials in their products which can allow them to have a longer lifespan until they do need to be recycled when compared to products created with non-recyclable materials. 
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Question Two

2. Evaluate the implications of COVID-19 for business, use real world examples in your answer. (100 marks)


COVID-19 has negatively affected many businesses within the United Kingdom during the restrictions put on the businesses by the UK government. On 23rd March 2020 Boris Johnson the Prime Minister of the United Kingdom government announced a nationwide lockdown in which all non-essential businesses (hospitality, retail, etc.), public facilities (libraries, gyms, etc.) were to be closed with any social events to not take place (baptisms, weddings, etc.) (Johnson, 2020). People who were not able to work were then placed on furlough by the government who then paid 80% of people’s wages (up to £2,500 per month) (Gov.uk, 2020).  
  
Due to the lockdown restrictions, there were a number of different businesses across a variety of industries which announced either a closure of business premises or a loss of jobs. Some of the businesses which announced job losses due to COVID-19 in 2020 include Boots (4,000 job losses), HSBC (35,000 job losses globally), National Trust (1,482 job losses) and Pizza Express (2,400 job losses) (Smith, Wilson & Curtis, 2020). As well as businesses reducing the number of staff employed unfortunately a number of different businesses had entered administration which include Arcadia (13,000 jobs), Debenhams (14,500 jobs), Harveys (1,330 jobs) and the UK arm of Victoria’s Secret (800 jobs) (Smith, Wilson & Curtis, 2020). For these businesses which have entered administration there is a chance that they may close permanently or have a number of stores which do close permanently due to the long-lasting effects of COVID-19 on the world. If these businesses do permanently close then obviously not only does the business no longer exist but customers are affected, employees (and their families due to the loss of wages), landlords (where rent is paid and therefore lost if the store is closed) and the government (due to the loss of taxes which are paid from the business to the government to allow them to operate).  
  
Chain stores have found that they are less able to survive the COVID-19 pandemic when compared to independent shops. The reasons for this happening are that a smaller business can adjust the products they sell, how they are sold (offering a takeaway or delivery service), have lower overheads to cover (when they have either no trade or a reduced amount of trade) and the ability to take advantage of support schemes from the government (BBC News, 2020) 
  
Between February and November, the hospitality and retail industries experienced the biggest drop in the number of people employed; in the hospitality industry, approximately 297,000 jobs were lost with 160,000 lost in the retail industry (Thomas, 2020). This is due to the fact that when the first national lockdown was announced on the 23rd March 2020, both the hospitality and retail industries were classed as non-essential businesses and therefore had to close their premises and operate either takeaway and/or online services. A non-essential business would therefore have lost business if they did not or could not offer online or takeaway services. Other businesses which do offer these services would therefore take business from these businesses and then grow their own customer base during the first lockdown and in the future when it ceases. 
  
Since the start of March and due to the effects of COVID-19 pandemic there have been 673,000 less jobs in the United Kingdom (Office for National Statistics, 2020). With this number of job losses it will take a significant period of time for the unemployment level to return to its previous levels prior to the COVID-19 pandemic. If people did lose their jobs, they may find that it can be a long period of time before they would secure new employment due to the large number of businesses that were reducing their numbers of staff. It has been seen throughout the United Kingdom that unemployment is so severe that a large amount of people would apply for a single job vacancy (in Manchester 963 people had applied for a job as a hotel receptionist within one day of the job becoming available) (Read, 2020). When people do lose their jobs and are unable to find another job quickly then during the time they have spent not being able to earn a wage they would have spent their savings on living costs such as rent, groceries and any unexpected expenditures. When unemployed for a significant period of time it can lead to poverty due to if the person who has been made unemployed was previously earning a significant salary and been unable to secure another job due to the high numbers of people applying for a single job vacancy. 
  
People who rent their properties and have lost their jobs and been unable to secure employment may have to move in with family until they secure employment and can once again afford to rent or purchase their own property. This would then cause the landlords who rent the properties to lose money if a large number of people are unable to afford the rent on the properties and vacate the properties. Therefore, the landlord would be unable to earn a living from these properties when they are vacated for a number of months. The loss of income would affect the landlord until the properties which have been vacated have been rented out again. Landlords who rent out student accommodation (private and university based) will also be affected due to a number of universities operating their courses online or through blended teaching (mixture of online and face to face lectures). Until normal teaching is resumed then both private and university-based renting will have a reduced income due to the large amount of teaching taking place online due to COVID-19 safety concerns. 
  
However, some companies have seen positive effects, for example the demand for Personal Protective Equipment (PPE) has risen to unpresented levels (Conn, 2020). The United Kingdom Government has spent £12.5 billion on PPE but had only received approximately less than 10% of the orders placed as demand outstripped supply. Since the start of the COVID-19 pandemic, the cost of PPE has inflated, for example the cost of purchasing coveralls and gowns in 2019 was 33p but after the start of the pandemic it has risen to £4.50 per individual piece (increase of 1,277%) leading to enormous profits for the companies involved (Conn, 2020).  
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