The economic downturn has led to thousands of job losses
With many individuals finding it difficult to repay their debts, thousands of British citizens are facing the spectre of bankruptcy, many of whom, even a few years ago, would have found such thoughts unimaginable. Economic distress traumatises the bravest of persons. The UK legal system however has many provisions for helping debt laden individuals in difficult circumstances. Such provisions can assist financially troubled individuals, both in discharging their debts and in allowing them to make fresh starts. It is thus important that UK citizens know about such provisions and are able to take advantage of them. The various avenues available for individuals to manage their debts are explained very simply as under.
(A). Bankruptcy Approach
People generally have the impression that personal bankruptcy is a disastrous event, and that in such circumstances court appointed bailiffs seize and take away all the belongings of bankrupt persons, leaving them with little else than some personal possessions. This is a misconception because bankruptcy orders not only help people to legally keep many of their belongings, but also to obtain protection from creditors, satisfy their debts, and start life anew with clean slates.

The Insolvency Act, under section 283 (2), allows people who enter into bankruptcy to keep the tools of their trade, their clothing, their furniture and even their cars, as long as such cars are not too expensive. The surplus income of such individuals, which is available after meeting required house hold and personal expenses, is used to make payments for up to 3 years. The bankruptcy tenure is of one year, and individuals once discharged are, (barring some exceptions), released from their debts (The Insolvency Service, 2009).

Individuals who do not have very many assets, or who live in rented accommodation, can especially benefit from entering into bankruptcy, more so if their employment or earnings are not likely to be adversely affected by bankruptcy orders. Individuals entering bankruptcy can now be discharged, at the discretion of the official receiver, in just three months time. Such early discharge is however possible only with the agreement of creditors (The Insolvency Service, 2009). Individuals should however be careful during the pendency of a bankruptcy order. It is an offence for such individuals to obtain credit of over 500 GBP without appropriate disclosure, or to act as company directors without the agreement of the court (The Insolvency Service, 2009).
(B). Debt Management Plan (DMP) approach
Whilst bankruptcy protection does help individuals in financial difficulties in various ways, some people may find entering into bankruptcy socially or morally repugnant. Such individuals can benefit from the setting up of debt management plans.

All the creditors of such individuals, who opt for debt management plans, are handled by appointed Debt Management Companies (DMCs). Such debt management companies ascertain the economic circumstances of debt ridden individuals, work out affordable monthly payments for the satisfaction of their debt obligations, and then negotiate with creditors for freezing of interest and distribution of appropriate proportions of the calculated amount to each of the creditors. Debt management companies operate with great anonymity and relieve individuals of the tensions of handling and servicing a number of creditors, with different attitudes and demands, month after month (Bankruptcy, 2010).

Creditors can, under such plans, write-off or write down the balances owed to them, if it is seen that (a) strong efforts have been made by individuals to repay, as much as possible, and that (b) regular payments have been maintained. Creditors also have the right to freeze interest, for short or long periods.

Creditors, despite the existence of DMPs, can enforce action. They can for instance obtain county court judgments, followed by orders, for the creation of charge on the homes of individuals, and that too despite the occurrence of planned payments. Such charge gives creditors priority in the sale proceeds of properties, if and when they occur. Creditors are not bound to take part in DMPs, and can refuse to do so, even whilst they cannot decline any payments effected to them (Bankruptcy, 2010).

Debt management programmes are quite suitable for owners of property or homes because of their far greater flexibility, (compared to the restrictions imposed by bankruptcy orders or Individual Voluntary Arrangements), in allowing individuals to continue to possess and use their assets.
(c) Individual Voluntary Arrangement (IVA)
IVAs were in the past used by insolvent businesses to relieve their debt pressures. Increasing consumer debt is now however leading many debt ridden individuals to seek the legal protection of IVAs. Such arrangements are by and large very useful where individuals need to protect their assets or employment, both of which can be affected by entering into bankruptcy. Some individuals may again have personal social or moral objections towards bankruptcy and can thus be helped in their debt management through the use of IVAs.

An IVA is usually constructed and legalised on the basis of spare income, or other owned assets of an individual. IVA payments take place, either at monthly or at quarterly intervals. Interest generally remains frozen in such arrangements if payments continue to be regular. Individuals, in such circumstances, can additionally continue to run their businesses. The successful completion of IVA results in the writing off of the balance amounts owed to creditors Insolvency (The Insolvency Service, 2009).

An IVA is approved only where enough creditors vote for the proposal, even as it binds dissenting creditors. It legally protects individuals from recovery action from unsecured creditors, who do not have any recourse, and in such circumstances generally write off part of what is owed to them (The Insolvency Service, 2009).

The terms of IVAs usually permit spouses, partners or relatives of individuals to acquire the share of these individuals in the net worth of their homes in order to prevent such homes from being sold (The Insolvency Service, 2009).
Question 2(a).

Explain the market mechanisms behind the competitive telecoms market in the UK that Robert Peston is praising in terms of the benefits both to consumers and to the entrepreneurs concerned.
Mr Robert Peston, a well known contemporary journalist, is critical of the greed of oligopolistic capitalists who work towards the creation of monopolies for amassing of abnormal wealth. Such unhealthy grabbing attitudes, Peston feels, feels adversely affects the working of most industries.

Peston, in his recently published book, Who Runs Britain, indicts governments that cater to the rich at the cost of average earners, in the mistaken belief that such policies will lead to trickle down effects that will benefit the whole populace (Peston, 2008). Many national governments, along with various public and private organisations, have strongly influenced the creation of global standards in the telecommunications industry, through the use of market mechanisms and committees (Funk & Methe, 2001). Studies reveal that the UK government however used various market mechanisms to influence the estimated and actual installed capacity of systems within the UK telecommunications industry. The UK government influenced demand for telecommunication products by, for example, determining (a) the extent of market competition, and (b) the degree and extent of openness regarding standards (Funk & Methe, 2001). In certain cases the selection of a single standard radically and instantly increased the estimate for the domestic installed base of that standard.

Peston feels that both the larger public and individuals will benefit from mechanisms that make telecom markets more competitive (Peston, 2008). The direct benefits to retail customers will stem from lower tariffs, a greater array of products, improvement in service quality, and better qualitative information, which will permit consumers to make informed choices. Entrepreneurs will benefit in terms of higher ARPU (average revenue per user), economies of scale, and deeper penetration of markets with consequently higher returns and greater investments in infrastructure.
Question 2(b).

Critically discuss situations in which the operation of free markets does not lead to optimal outcomes.
Spectrum policy is an area within the telecom industry, where heavy-handed regulatory approaches continue to dominate departmental working. Such approaches have created unhealthy competition amongst the players that were awarded spectrums and have made industry participants unwilling to invest in construction of better networks.

Current data reveals that the UK telecom industry has become an oligopoly, with the three foremost players controlling over 70 per cent market share. Such free market competition, an outcome of the interaction of market mechanisms, has resulted in several negative outcomes. Monopolistic and restrictive trade practices have surfaced (Riley, G, 2010). There has been reduction in ARPUs, predatory pricing has been used for certain product offerings, and product choice has reduced significantly.

The UK is now ranked at a lowly 25th on the global broadband leadership league. Experts argue that this situation has come about because of the development of an oligopoly because of governmental non-interference in the working of the UK telecom industry. Industry observers feel that BT is now powerful enough to put shareholders ahead of customers, an attitude that is resulting in its infrastructure and services suffering in comparison with those of other advanced economies (Riley, 2010).
Question 2(c).

What alternative market mechanisms would you advocate to remedy the situations you have identified in (b) above? What would be the benefits of your suggested alternative market mechanisms?
There are several alternative market mechanisms, which involve associations with network operators and hold immense future potential for the telecommunications industry. Some of the major methods that can help in this regard include (a) collaborating with Internet organisations, (b) drastically increasing operating efficiencies, (c) maximising proactive usage-led pricing, (d) accepting competing technologies like VoIP, and (e) exploring novel income opportunities in the spheres of intelligent networks, cloud computing and machine-to-machine networking (EIU, 2010).

Such mechanisms pursued either jointly or in isolation, can significantly aid operators in overcoming serious present day challenges. It is recommended that regulators should withdraw from direct market intervention and encourage telecom operators to vie with one another in order to offer more products, at competitive tariffs, and with superior customer services. Such initiatives will enable industry to maximise the potential benefits achievable from higher infrastructural investments and help both consumers and telecom players.
Question 3(a).

Discuss the importance of culture, in particular a role culture, for a company planning to enter new markets.
McKinsey, the global consultancy services firm, describes culture as “the way we do things around here”. Organisations, as they change over time, are confronted by two fundamental challenges, namely (a) integrating employees into supportive entities, and (b) adjusting successfully to their external environments in order to survive, grow and succeed. Business firms, as they grow and find answers to these issues, participate in a type of shared learning that produces the collection of shared beliefs and assumptions known as culture (Cameron & Green, 2004).

Culture is an important albeit inexact concept and is typically described as a symbolic system that includes concepts of understanding, knowledge and judgment. Hofstede describes culture as a collection of organisationally unique values, symbols, heroes and rituals. The role of values in organisational culture is however more important than that of symbols, heroes and rituals. Organisational culture, at a functional level is expressed in organisational attitudes towards issues like innovation, risk taking, marketplace aggression, working flexibility, and attention to detail. Such factors contribute greatly to organisational performance and make culture a vitally relevant organisational attribute (Cameron & Green, 2004)).

Professional and wealthy modern day global business organisations undoubtedly have numerous strengths in different areas that can assist them in penetrating distant markets in the modern era of open physical and financial boundaries and in competing with and even replacing local merchants. Such organisations must however consider the issue of national culture during formulation of strategy to be truly successful in foreign lands.

Role culture, a term advanced by Charles Handy in 1985, can be defined as an approach to corporate culture that assumes its employees to be rational and that their roles can be identified and fulfilled within clearly defined procedures (Cummings, 2002). Whilst organisations with role cultures are generally considered to be very stable, they are felt to be lacking in initiation and execution of change management processes. Higher powers, in such organisational cultures, are referred and consulted often (Cameron & Green, 2004). The management of organisational culture is important in such organisations and more power is both assumed by and given to persons holding certain positions. Individuals are often required to engage with different hierarchies to receive approvals for their projects. There is hardly any room here for persons to make their own decisions.

Whilst economic and technological considerations have traditionally dominated strategic concerns, social, political and legal issues have, of late, gained in importance. Cultural differences, within this domain, constitute the most perplexing modern day issue for international business, so much so that cultural differences now form the most complex and critical variable for the international operations of multinational organisations (Cummings, 2002).

Organisations that are desirous of venturing into new territories need to appreciate the importance of cultural diversity and differences in international business, in all its facets, in food, language, communication, attire, and technology. Such learning of cultural nuances can often translate into business success. Walmart’s famous failure in Germany came about from its lack of appreciation of the German workforce culture and its desire to impose its successful US workforce strategy in alien environments (Depamphilis, 2009).

Organisations, especially those wishing to create clearly defined structures, may benefit from implementation of role cultures. Business firms desiring to engage in swift decision making processes are however likely to find such cultures unsuitable for their preferred way of working. Organisations with strong role cultures may find it very difficult to accept the many differences in environmental and cultural conditions in new markets locations and appreciate the importance of altering or changing organisational strategies, policies and practices in response to such cultural differences (Cameron & Green, 2004). Leaderships of organisations with strong role cultures will have to ensure the adoption of flexible, responsive and adaptive organisational attitudes to succeed in new markets.
Question 3(b)

Discuss any problems that you foresee in implementing a culture change.
The client organisation, a specialty food manufacturing firm, has a strong role culture. It has until now satisfied the needs of old, long established, and loyal customers with clearly defined and well understood needs. It is thus more than likely that its organisational working is shaped by entrenched perceptions, attitudes, strategies, policies and practices. With there being a strong role culture, the client organisation is also expected to have strongly hierarchical structures, centralisation of power, significant power distance between the members of the senior management and junior employees, restricted vertical and horizontal communication, rigidity in organisational thinking, policies and procedures, comfort with established practices, and an overwhelmingly antipathy towards change (Cummings, 2002).

Such cultural traits, whilst possibly sufficient for servicing its long established market and old and loyal customers, could prove to be disadvantageous for the company in its attempts in entering new markets and thereafter consolidating its operations. The existing organisational culture of the organisation will in all likelihood restrict the inflow of new information, dampen enthusiasm for adapting to the various environmental circumstances and needs of the new markets, and either restrict or even kill various operational and marketing initiatives that may be imperative for such entry and consolidation of operations (Cummings, 2002).

It is thus imperative that the organisational leadership initiate and successfully bring about a change in organisational culture in order to make the organisation more flexible, open to new ideas, ready to take new initiatives, willing to enter new business areas, and assume new risks in different facets of business.

Such a broad based change initiative will be extremely challenging, both in formulation and in implementation. Change initiatives of this magnitude require attitudinal changes in the senior management and the adoption of a top-down approach towards introduction and consolidation of change initiatives. They require a clear understanding of the organisation’s present situation, a clear vision of where the organisation should be, and the different initiatives and activities required to bring about the desired change (Cummings, 2002).

The overwhelming majority of change initiatives, it has been revealed in the course of numerous studies, are unable to meet all or some of planned change objectives. Cultural change initiatives are additionally considered to be the most difficult to successfully bring about, because of the widespread and deep routed entrenchment of various cultural features in organisations. Most cultural change initiatives fail to reach their objectives because of very strong and deep routed organisational resistance to change (Cameron & Green, 2004). It is common knowledge that business organisations consists of numerous different individuals and the success of all change initiatives is dependent upon the sincere concurrence of such individuals with the change initiative and their active and strong involvement in the change process .

Studies by psychologists and behavioural experts reveal that employee resistance to change is a natural occurrence and occurs mainly because of the reluctance of organisational members to travel from known to uncharted areas of organisational work. The majority of organisational members willingly search for comfortable states of working and actively make efforts to ensure the continuance of such conditions. Behavioural studies also reveal that whilst individuals differ, sometimes very significantly, from each other in their values and behaviours as well as in their perceptions and approaches towards different workplace issues, they by and large have a remarkably common reluctance towards acceptance of significant change initiatives. Such attitudinal commonality leads to widespread organisational resistance to change (Cummings, 2002).

The bringing about of far reaching cultural change, whilst imperative for the client organisation, is likely to pose significant challenges and needs to be approached with great care. Behavioural experts like Lewin and Kotter have formulated change models that help organisational managers to envision, formulate and implement change processes with better efficiency and effectiveness. The senior management of the client organisation should study the various facets of the required change, carefully formulate required change initiatives and make sustained efforts to change organisational culture. The bringing about of such cultural change will help the organisation significantly in its efforts to enter new markets (Cameron & Green, 2004).
