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Get the most from this book

Everyone has to decide his or her own revision strategy, but it is essential to review your work, learn it and test your understanding. These Revision Notes will help you to do that in a planned way, topic by topic. Use this book as the cornerstone of your revision and don’t hesitate to write in it: personalise your notes and check your progress by ticking off each section as you revise.

Track your progress

Use the revision planner on pages 4 to 7 to plan your revision, topic by topic. Make a note when you have:


•  revised and understood a topic

•  tested yourself

•  practised the exam questions and checked your answers.



You can also keep track of your revision by noting each topic heading in the book. You may find it helpful to add your own notes as you work through each topic.

Features to help you succeed


[image: ]

Exam tips

Expert tips are given throughout the book to help you polish your exam technique in order to maximise your chances in the exam.
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Typical mistakes

The author identifies the typical mistakes candidates make and explains how you can avoid them.
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Now test yourself

These short, knowledge-based questions provide the first step in testing your learning. Answers are available on the website.
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Key words

Clear, concise definitions of essential key terms are provided where they first appear, and in a glossary at the back of the book.
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Exam practice

Practice exam questions are provided for each unit. Use them to consolidate your revision and practise your exam skills.
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My revision planner

Unit 1 The business environment

1 Understand different types of businesses and their objectives

1.1 Different types of business activity

1.2 Different sectors of operation

1.3 Different forms of legal business ownership

1.4 Factors which inform business ownership

1.5 Differing business aims and objectives

2 Understand how the functional areas of businesses work together to support the activities of businesses

2.1 Key tasks of functional areas of businesses

2.2 How business functions interrelate with other business functions

3 Understand the effect of different organisational structures on how businesses operate

3.1 Different organisational structures

3.2 Elements of organisational structures

3.3 How the elements of organisational structures impact on business operations

3.4 The use of organisation charts

4 Be able to use financial information to check the financial health of businesses

4.1 Definitions of financial terms

4.2 How to calculate profit/loss and break-even

4.3 How to interpret financial statements

5 Understand the relationship between businesses and stakeholders

5.1 Who the main stakeholders are and their objectives

5.2 The ways in which different stakeholder groups attempt to alter business behaviour

5.3 How businesses respond to the different and sometimes conflicting objectives of different stakeholders

5.4 The consequences to a business of not listening to its stakeholders

6 Understand the external influences and constraints on businesses and how businesses could respond

6.1 The factors which comprise the external business environment

6.2 How the external environment can impact on a business and its stakeholders

6.3 How businesses can respond to changes in their external environment

7 Understand why businesses plan

7.1 Why businesses plan

7.2 To determine appropriate sources of finance for businesses

7.3 What may be included in a business plan

8 Be able to assess the performance of businesses to inform future business activities

8.1 Factors affecting the success/failure of a business

8.2 How to conduct a SWOT (strengths, weaknesses, opportunities and threats) analysis

8.3 How to interpret business performance

Unit 2 Working in business

1 Understand protocols to be followed when working in business

1.1 The authority protocols

1.2 The confidentiality protocols

1.3 The constraints on document content

1.4 The checking protocols

1.5 The IT security protocols

1.6 The employment protocols

2 Understand factors that influence the arrangement of business meetings

2.1 The factors that influence meeting arrangements

2.2 The factors that influence business travel arrangements

2.3 The factors that influence business accommodation arrangements

3 Be able to use business documents

3.1 The purpose, interpretation and completion of business documents

3.2 The purpose and interpretation of other business documents

3.3 How to make payments and the advantages and disadvantages of each payment method

3.4 The purpose, completion and checking of meeting documentation

4 Be able to prioritise business tasks

4.1 The reasons for prioritising business tasks

4.2 The factors that influence task prioritisation

4.3 How to use information to inform prioritisation

4.4 How to assign priorities and identify appropriate actions to complete tasks in accordance with their priority

4.5 The need to change priorities when necessary

5 Understand how to communicate effectively with stakeholders

5.1 The characteristics which inform the design of business communications

5.2 How the design characteristics of business communications impact on the use of resources

5.3 How and when to use different types of communication

5.4 How to review business communications to make sure they are fit for purpose

Unit 3 Business decisions

1 Understand factors to be taken into account when making business decisions

1.1 Different types of business decision

1.2 Different criteria used when making business decisions

1.3 The use of different types of information when making business decisions

1.4 How to judge the validity of information used to make decisions

1.5 The purposes, benefits and importance of communication

1.6 Factors affecting the quality of decision making

2 Be able to use financial data to inform business decisions

2.1 How to use profitability data

2.2 How to use break-even analysis

2.3 How to use contribution data

2.4 How to use cash flow data

2.5 How to use investment appraisal

3 Understand how human resource information informs business decisions

3.1 Factors involved in workforce planning

3.2 How to use workforce performance data

4 Understand how marketing information informs business decisions

4.1 How to use market research information

4.2 How to use marketing decision-making tools

4.3 Considerations when making marketing decisions

4.4 How constraints on marketing impact business decisions

5 Be able to use resource, project and change management information to inform business decisions

5.1 The issues and key tasks involved in resource management

5.2 How to use project management tools

5.3 How to use and interpret critical path analysis (CPA)

5.4 How change is managed

5.5 The factors involved in contingency planning

6 Be able to use information to make and justify business decisions

6.1 How to use business decision-making tools

6.2 How different strategies are used to help a business achieve a competitive advantage in different circumstances

6.3 How to make business decisions

6.4 How to justify a business decision

Unit 15 Change management

1 Understand the drivers of change

1.1 Drivers of change

2 Understand the key aspects of theories of change management

2.1 Theories of change management

3 Be able to plan for change, manage change and overcome barriers

3.1 Ways to plan for and manage change

3.2 Possible barriers to change

4 Be able to assess the impacts of change on businesses and stakeholders

4.1 Possible impacts of change on businesses

4.2 Possible impacts of change on stakeholder groups

5 Be able to use data to monitor change management in businesses

5.1 Different types of data used to monitor the change management process

5.2 The need for continual monitoring of the change management process against the original objectives and plan

Glossary


Unit 1 The business environment

1 Understand different types of businesses and their objectives

Businesses are all around you. Some go virtually unnoticed; others shout about their existence. Factories, shops, online stores, farms, hair salons and building firms are all businesses, but so too are libraries, hospitals, schools, refuse collection services, insurance companies, banks, charities, football clubs and the BBC.

1.1 Different types of business activity

Businesses can be categorised by their main type of activity.
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Primary activity


•  A business whose main activity is to extract raw materials.

•  Raw materials are extracted from many places including from the land, under ground, the waterways and under the sea.

•  Common examples are mining (e.g. coal, gold, uranium, diamonds, salt), farming (e.g. cereal crops, fruit, beef, chicken, cattle), fishing (e.g. cod, salmon, lobster, prawns) and extraction (e.g. gas, oil, mineral water).



Secondary activity


•  A business involved in manufacturing products.

•  The products made may be finished goods to sell to the general public, or components to be sold to other businesses.

•  Common examples are factories (e.g. carpet maker, car plant, paint factory, electrical component producer), mills (e.g. wheat, wool, cotton, corn) and construction (e.g. house builder, bridge builder).



Tertiary activity


•  A business that provides a service.

•  Tertiary sector organisations do not extract raw materials or make physical goods. Instead they provide expertise and assistance to carry out a particular action or deed.

•  Common examples are retailers (e.g. supermarkets, newsagents, market stalls, online traders), personal services (e.g. libraries, dental surgeries, banks, beauty salons, bus companies, restaurants) and business services (e.g. accountancy, insurance, shipping, air freight).
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Key terms

Raw materials: the planet’s natural resources.

Manufacturing: the making of goods using a production or construction process.

Service: the provision of a deed or action (rather than the provision of a product).

Primary activity: the extraction of raw materials.

Secondary activity: the manufacturing of products.

Tertiary activity: the provision of a service.
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Typical mistake

Confusing tertiary activity with the third sector (see LO 1.2). The words ‘tertiary’ and ‘third’ are not interchangeable. You should try to ensure that you use the correct term. Tertiary activity is when a business provides a service; in LO 1.2 you will learn that the third sector describes organisations run for social benefit that are not owned by the government.
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Exam tip

Many questions on this topic are contextual. You need to be able to identify the type of business activity that a particular firm engages in.
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1.2 Different sectors of operation

Businesses can also be classified by their sector of operation. Businesses are split into three sectors: the private sector, the public sector and the third sector.
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Key term

Private sector: businesses owned by individuals to make a profit.
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Key terms

Public sector: businesses owned by the government.

Third sector: organisations run for social benefit that are not owned by the government.
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Private sector

Private sector businesses are owned by individuals – sometimes one individual, sometimes many individuals. They exist to make a profit for their owners.
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Public sector

Public sector businesses are owned by the state/government. They are controlled by central or local government.
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Third sector

Third sector organisations are those run for social benefit that are not owned by the government. The third sector includes community groups, charities, self-help groups, social enterprises and community interest companies (CICs).



[image: ]



[image: ]

Typical mistake

Thinking that a public limited company (a business with ‘plc’ at the end of its name; see LO 1.3) operates in the public sector. It does not. A public limited company is owned by shareholders who hope to make a profit. A public limited company operates in the private sector.
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Exam tip

Be prepared to work out the sector a business operates in from its name or from what it seeks to achieve. For example, a limited company exists to make a profit for its owners and is, therefore, a private sector business. On the other hand, a charity exists to benefit a specific cause and is, therefore, a third sector business.
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1.3 Different forms of legal business ownership

There are several different forms of business ownership in the UK.
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Typical mistake

Thinking that a sole trader has to work on their own. Just because the business only has one owner does not mean that it cannot employ a workforce. For example, a sole trader who owns a car maintenance garage may employ several mechanics.
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Sole trader


•  A business that only has one owner.

•  The owner has unlimited liability.

•  The owner has full control of the business.

•  The business operates in the private sector.



Partnership


•  A business with two or more owners.

•  In an ordinary partnership the owners have unlimited liability.

•  The owners have joint control of the business.

•  The business operates in the private sector.
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Key terms

Sole trader: a business that only has one owner.

Unlimited liability: the owners of a business are personally liable for all debts incurred by the business if the business has insufficient funds to repay them.

Partnership: a business with two or more owners who have joint control.
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Table 1.1 The advantages and disadvantages of a sole trader, and of a partnership



	Sole trader
	Partnership



	Be own boss
[image: ]
	Owners may disagree
[image: ]



	Keep all of the profits
[image: ]
	Profits must be shared
[image: ]



	Few legal/administrative requirements
[image: ]
	Few legal/administrative requirements
[image: ]



	Financial affairs are private
[image: ]
	Financial affairs are private
[image: ]



	Can be set up with limited amounts of capital
[image: ]
	Can be set up with limited amounts of capital
[image: ]



	No separate legal entity: owner could be sued
[image: ]
	No separate legal entity: owners could be sued
[image: ]



	Unlimited liability
[image: ]
	Unlimited liability
[image: ]



	Business ends if owner dies
[image: ]
	Business ends if one of the partners dies
[image: ]



	Shortage of finance
[image: ]
	Capital from each partner
[image: ]



	No co-owner to discuss ideas with
[image: ]
	Co-owner to discuss ideas with
[image: ]



	Long hours, few holidays
[image: ]
	Workload shared
[image: ]



	Skill shortage
[image: ]
	Multiple skills
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Private limited companies (identified by ‘Limited’ or ‘Ltd’ in the business’s name)


•  A business owned by one or more shareholders.

•  The shares can only be bought and sold privately.

•  The business is incorporated.

•  The shareholders have limited liability.

•  The directors control the business.

•  The business operates in the private sector.
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Public limited companies (identified by ‘plc’ in the business’s name)


•  A business owned by two or more shareholders.

•  The shares are bought and sold on the stock exchange.

•  The business is incorporated.

•  The shareholders have limited liability.

•  Directors run the company on behalf of the shareholders.

•  The business operates in the private sector.
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Key terms

Private limited company: a business owned by one or more shareholders, who have bought shares privately.

Limited liability: the owners of a business are only liable for the debts of the business to the value of their investment in the business.

Incorporated: The business is deemed a legal entity, separate from its owners.

Public limited company: a business owned by two or more shareholders, who have bought shares on the stock exchange.
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State-/government-owned organisations


•  A business owned by the state and controlled by the government.

•  It operates in the public sector.

•  Its aims and objectives are set by the government.

•  It has the protection of limited liability.
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Registered charities/not for profit


•  A business with charitable aims, i.e. one that seeks to benefit a specific cause rather than make a profit, e.g. fighting cancer, relieving child poverty.

•  These charitable aims are subject to a ‘charitable status test’ – a far stricter regulation than just being of benefit to society.

•  The business operates in the third sector.

•  The registered charity is a legal entity and has the protection of limited liability.

•  It does not have owners in the way that other businesses do. It is controlled by trustees.
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Key terms

Registered charity: a business with charitable status.

Community interest company: a company set up by private individuals to benefit society, rather than to make a profit.
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Community interest companies (CIC)


•  A company set up by private individuals to benefit society, rather than to make a profit.

•  A CIC can be limited by shares or by guarantee. All monies made are ploughed back into the business.

•  The business is incorporated.

•  Its owners have limited liability. However, legal restrictions are in place to control how the community interest company can use its resources. This ensures that any financial returns are put back into the business for the benefit of society.

•  The business operates in the third sector.
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1.4 Factors which inform business ownership

When deciding which is the most appropriate form of business ownership for a particular firm, it is important to consider the following.


•  Legal status – whether the business is a separate entity from its owners. Sole traders and partnerships do not have separate legal identity. Incorporated businesses, such as companies and charities, do have separate legal identity. Being a separate legal entity means that the business can sue, and be sued, in its own right.

•  Liability – business owners must consider the liability of the business. Owning a business which has unlimited liability puts at risk the personal possessions of the owners if the business gets into financial difficulty. Sole traders and partnerships have unlimited liability. Incorporated businesses, such as companies and charities, have limited liability.

•  Funding – consideration needs to be given to how much finance a business needs and the finance options available. A public sector organisation may be financed from taxation. A third sector organisation may receive grants and donations. A private sector organisation is more likely to secure funds by borrowing or by taking on additional owners.

•  Control/decision-making – the form of ownership will affect the control and decision-making in the business. This includes whether it is the owner or someone else that makes the business decisions. This affects the complexity of decision-making, the speed of decision-making and the actual decisions made.

•  Legal/administrative requirements – some businesses, for example, a sole trader, require very little paperwork to set them up or to continue trading. Other businesses, for example, a public limited company, require a great deal of paperwork.




Table 1.2 Legal/administrative requirements of business



	Legal form of ownership
	Paperwork to start the business
	Paperwork once trading



	Sole trader
	Register with HMRC for income tax
	
•  Annual tax return to HMRC






	Partnership
	Register with HMRC for income tax
Deed of Partnership advised but not required

	
•  Annual tax return to HMRC






	Private limited company
	Memorandum of Association
Articles of Association

Form 10

Form 12

	
•  Lodge financial accounts at Companies House

•  Pay corporation tax






	Public limited company
	Memorandum of Association
Articles of Association

Form 10

Form 12

Must await issue of Certificate of Incorporation before trading can begin

	
•  Lodge audited financial accounts at Companies House

•  Publish audited accounts

•  Pay corporation tax






	Community interest companies (CIC)
	Memorandum of Association (showing purpose is to benefit society in some way)
Articles of Association

Form 10

Form 12

	
•  Lodge financial accounts at Companies House

•  Pay corporation tax






	Registered charities
	Memorandum of Association (showing charitable aims)
Articles of Association

Form 10

Form 12

Charitable status test

	
•  Lodge financial accounts at Companies House and the Charity Commission

•  Additional Charity Commission regulatory documentation

•  Tax exemption documentation – in most cases, registered charities are not taxed
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Key terms

Deed of Partnership: a document detailing the rights and responsibilities of each partner.

Memorandum of
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1.5 Differing business aims and objectives
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Survival


Financial aims



•  To break-even – where a business aims to cover its costs. This may allow the business to survive until it makes a profit.

•  To increase revenue – to increase the amount of money brought in from sales. In general, this can be done in two ways – either selling more at the same price, or reducing the price so that more is sold.

•  To reduce costs – to lower the expenses involved in running the business. For example, reducing the electricity bill, finding a cheaper supplier or paying a lower rent.

•  To make profit – once a business has covered its costs, any additional revenue will lead to profit. Profit can be increased in two main ways: either by increasing revenue or reducing costs.



Growth



•  Businesses may want to grow physically, for example, by opening a second branch of a shop, extending a factory or employing more staff.

•  The business could grow by securing more sales so that it increases its market share.

•  Other forms of business growth could include a business wanting to extend the range of products it sells or the range of services it offers.
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Reputation


•  Many businesses aim to build a particular reputation. It could, for example, be for quality or value for money or for being ethical and having a social conscience.

•  The type of reputation the business pursues is often linked to the personal ideals of the business owners.

•  Building the right reputation can help a business survive and make a profit.



Being enterprising
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1  Explain why a hotel is an example of a tertiary business activity.


2  Which of the following is not an example of a public sector business?




    (a)  A local authority art gallery

    (b)  Ordnance Survey

    (c)  The NSPCC

    (d)  The RAF





3  Explain why a business owner might be concerned about having unlimited liability.


4  Outline two differences between a community interest company and a registered charity.


5  Describe one financial aim and one non-financial aim suitable for a new business.
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2 Understand how the functional areas of businesses work together to support the activities of businesses

2.1 Key tasks of functional areas of businesses
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2.2 How business functions interrelate with other business functions


•  Functional areas do not operate in isolation; each is a cog to help the business succeed.

•  Functional areas must cooperate with each other and work together, e.g. when Marketing has finished re-designing the company’s logo, Business Support Services needs to ensure that it is prominently displayed on the company letterhead and website.

•  Good communication is needed to coordinate the activities of different functional areas, e.g. as soon as the Operations Management functional area realises that it has despatched a faulty batch of goods to customers, it must immediately inform Customer Services so that Customer Services can recall the products and deal with any complaints.

•  Poor performance by one business function is likely to impact on other business functions, as well as the business as a whole. For example, if Finance failed to source enough funding, this could mean that Research and Development could not develop a new version of the product, leading to the company losing out to the competition.
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	Q1
	Describe one task performed by the marketing functional area.



	Q2
	Explain one task performed by the marketing functional area.
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1  Which of the following is the key activity of the operations management functional area?




    (a)  Converting enquiries into sales

    (b)  Converting finished goods to raw materials

    (c)  Converting inputs to outputs

    (d)  Converting sales into profit





2  Describe one task performed by the customer service function.


3  Explain one task performed by the purchasing function.


4  State one consequence to a business of the human resource functional area not communicating effectively with the finance functional area.


5  Explain how R&D could support the sales function.
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3 Understand the effect of different organisational structures on how businesses operate

3.1 Different organisational structures



•  Organisation by function:




    •  The most common way that businesses are organised.

    •  Employees work with others in the same functional area.

    •  For example, in a car dealership, the sales assistants work with other sales staff in the sales department.




•  Organisation by product or service:




    •  More common in organisations that make a range of different types of product or service.

    •  Employees work with others who produce a particular product or service.

    •  For example, at a clothing manufacturer, all the staff who are involved with men’s clothing work together in the men’s clothing division, and all of the staff who are involved in women’s clothing work together in the women’s clothing division.




•  Organisation by geographical location:




    •  More common in the tertiary sector, where services need to be located close to the customer, and in international businesses with branches abroad.

    •  Employees of all status levels will be employed at each branch.

    •  For example, a credit reference organisation will have staff at all status levels in the UK and the USA, so that there are staff who can authorise decisions appropriate for their own country.





•  A business will either have a flat or a tall hierarchical structure. The number of status levels a business has determines whether it is a flat or tall structure:




    •  A flat structure has few levels.

    •  A tall structure has many levels.




•  A business will also have a centralised or a decentralised organisational structure. Whether a business has a centralised or decentralised structure depends on where the decisions are made:




    •  In a centralised structure, decisions are made by those at head office or at the top of the hierarchy.

    •  In a decentralised structure, decisions are made in branch or lower down in the hierarchy.




•  In addition to these structures a business may, from time to time, also make use of a matrix structure. A matrix structure creates teams of employees taken from different functional areas to carry out a specific project as and when required.
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3.2 Elements of organisational structures


•  Division of work – the tasks that a business needs to do are shared out across the workforce. In most businesses the division of work is based on functional areas.

•  Span of control – the number of employees an employee or manager is responsible for.




    •  A manager with a narrow span of control is directly responsible for few employees.

    •  A manager with a wide span of control is directly responsible for many employees.




•  Chain of command – the formal hierarchy of a business that prescribes who is in charge of whom and whose permission must be obtained.




[image: ]



[image: ]



3.3 How the elements of organisational structures impact on business operations



•  The communication paths in a business with a tall organisational structure are likely to be longer than in a business with a flat organisational structure because of the number of layers that the communication needs to travel through.

•  A business with a decentralised organisational structure gives more responsibility, authority and accountability to positions lower down in the hierarchy than would otherwise be the case in a centralised organisational structure.

•  A business with wide spans of control is likely to make greater use of delegation than a business with narrow spans of control.

•  A decentralised organisational structure is more likely to encourage empowerment.
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	Organisational structure
	Advantages
	Disadvantages



	Flat
	
•  Short chain of command

•  Communication is fast and responsive

•  Improved feedback to decision makers



	
•  Wide spans of control

•  Time-consuming role for managers due to having lots of employees to manage






	Tall
	
•  Narrow spans of control

•  Tighter control due to managers having fewer employees to manage



	
•  Long chain of command

•  Poor communication and slow decision making

•  Number of managers required makes the structure expensive






	Centralised
	
•  Decisions made by expert decision makers trained in the role

•  Decisions made tend to unify the business, benefiting the organisation as a whole



	
•  Lower ranked workers may feel alienated and unimportant

•  Decisions may be made by high status employees who have limited understanding of customer needs






	Decentralised
	
•  Increased job satisfaction leading to a more motivated workforce

•  Decisions made by those who deal with the customers so more responsive to local needs



	
•  Employees who make the decisions may lack the skills of experienced decision makers

•  Decisions may be made to benefit an individual or department rather than the business as a whole






	Matrix
	
•  A flexible structure which can better meet the particular needs of a specific project

•  Allows the business to better meet the needs of customers, increasing customer satisfaction



	
•  Can cause conflict as employees need to report to their line manager and their project leader

•  Can be difficult to balance time between project and non-project work
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3.4 The use of organisation charts
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•  The organisational hierarchy of the business, i.e. the number of layers – in this case five (tall structure).

•  The division of work, i.e. how work is distributed – in this case by functional area.

•  Spans of control, i.e. the number of subordinates an employee manages – in this case the Finance Director’s span of control is four (narrow) and the Production Supervisor’s is 25 (wide).

•  The chain of command – in this case from the Board of Directors down through the managers to lower-ranked workers.

•  A specific job role’s command status, i.e. the subordinates they control, e.g. in this case the Sales Manager commands the sales representatives

•  A specific job role’s reporting status, i.e. the superior they must obey, e.g. in this case the production workers must obey the Production Supervisor

•  Status levels – shown by the horizontal levels. The higher the level, the higher a job role’s status in the organisation. In this case the Board of Directors has the highest status in the organisation and the inspectors and production workers the lowest status.
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	Q1
	What is the span of control of the sales manager at Aachi Paints Ltd? (Refer to Figure 1.12.)



	Q2
	Who is the sales manager at Aachi Paints Ltd in charge of?
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1  What is a matrix organisational structure?


2  Which job role is most likely to be subordinate to a supervisor?




    (a)  A director

    (b)  A manager

    (c)  An operative

    (d)  A chief executive





3  Explain what is meant by ‘empowerment’.


4  Explain what is likely to happen to the spans of control in a business if it changes to a flatter organisational structure.


5  Explain why a business with a tall organisational structure may be slow to respond to changes in the market.
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4 Be able to use financial information to check the financial health of businesses

4.1 Definitions of financial terms

Cost



•  Fixed costs:




    •  Are not affected by how much the business makes or sells.

    •  Have to be paid even if the business produces or sells nothing.

    •  Examples include business rates, heating and lighting and salaries.




•  Variable costs:




    •  Vary directly with output, e.g. if output doubles, then cost doubles, if output triples, then cost triples.

    •  If output is zero, variable costs will be zero.

    •  Examples include raw materials, packaging materials and wages.



Revenue


•  The income a business receives.

•  Also known as sales revenue, total revenue and turnover.

•  Examples include cash sales, credit sales, bank interest received.



Cash flow



•  Money coming in is known as cash inflow.

•  Money going out is known as cash outflow.

•  Net cash flow is the difference between cash inflow and cash outflow:




    •  if inflows are greater than outflows, then net cash flow will be positive

    •  if outflows are greater than inflows, then net cash flow will be negative.



Profit/loss


•  The difference between a firm’s revenue and a firm’s costs.

•  If revenue is greater than costs, then the business will make a profit.

•  If costs are greater than revenue, then the business will make a loss.



Break-even point


•  The level of sales where total revenue equals total costs.

•  Neither a profit nor a loss is made.

•  The business has covered its costs but has not yet made a profit.



Margin of safety


•  How far beyond the break-even point a profitable firm is operating.

•  The amount sales could fall by before the business would make a loss.
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4.2 How to calculate profit/loss and break-even

Calculating profit/loss
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1  Begin by working out the total revenue. Total income from sales can be calculated by multiplying the quantity sold by the selling price.

2  Then calculate total cost. You may need to add up several costs, including fixed and variable ones. Watch out for the timeframe – you may be given weekly, monthly or yearly figures or a combination of all three. Irrespective of how the costs are presented, you need to add together ALL costs.

3  Subtract total cost from total revenue. The answer is the profit the business has made.
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Calculating break-even
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4.3 How to interpret financial statements



•  understand the purpose of each statement

•  understand the layout of each statement

•  understand the components of each statement.



Income statements






	Income statement
	 



	Parkers Ltd for year ending
	



	 
	



	Revenue
	



	Cost of sales
	



	Gross profit
	



	Operating expenses
	



	Operating profit
	



	Bank loan interest paid
	



	Profit before tax
	



	Tax
	



	Net profit
	



	Dividends
	



	Retained profit
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•  revenue

•  cost and expenses.



Statements of financial position






	Statement of financial position
	 



	Wheelwright & Sons as at 31 December
	



	 
	
	



	Non-current assets
	
	



	Motor vehicles (net book value)
	
	



	Furniture and fixtures and fittings
	
	



	 
	
	



	Current assets:
	
	



	Trade receivables
	
	



	Cash at bank
	
	



	Prepayment of insurance
	
	



	 
	
	



	Less liabilities falling due within one year:
	
	



	Trade payables
	
	



	Accrual of rates
	
	



	 
	
	



	Less liabilities falling due after more than one year:
	
	



	Bank loan
	
	



	Net assets
	
	



	Capital:
	
	



	Owner’s fund
	
	



	Retained profits
	
	



	Total equity
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•  assets – what the business owns

•  liabilities – what the business owes

•  capital – owner’s funds that are financing the business.
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Cash flow statements and cash flow forecasts



•  Cash flow statements are used to show the historic flow of funds into and out of a business. They are documents which show the actual cash inflows and actual cash outflows over a period of time.

•  Cash flow forecasts show the expected flows of funds into and out of a business in the future. These are predictions of what the cash inflows and outflows are likely to be over a future period of time.
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•  cash inflows – funds flowing into the business, i.e. receipts

•  cash outflows – funds flowing out of the business, i.e. payments

•  net cash flow – the difference between cash inflows and cash outflows

•  opening balance – the amount of funds available at the start of the time period (usually a month)

•  closing balance – the amount of funds available at the end of the time period (usually a month).
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1  Which costs does a business have to pay even if it does not sell anything?




    (a)  All costs

    (b)  Fixed costs

    (c)  Variable costs

    (d)  Wage costs





2  A magazine publisher sold 800,000 copies of its magazine last year. The price of the magazine was £3.25. The publisher’s fixed costs for the year were £1,000,000 and its variable costs £400,000. Calculate how much profit or loss the business has made.


3  A rowing boat maker has raw material costs of £7000 per boat. Fixed costs for labour are £60,000 per annum. Other fixed costs total £90,000 per annum. The boats will be sold for an average price of £25,000. How many boats need to be sold to break even?


4  A new business is about to produce its first ever statement of financial position.




    (a)  Name the three key components of a statement of financial position.


    (b)  Identify which component should contain the entry ‘inventory’. Explain why this is the case.





5  A business has produced a cash flow statement with a closing balance for June of ‘(£10,000)’. Explain what this means?
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5 Understand the relationship between businesses and stakeholders

5.1 Who the main stakeholders are and their objectives


•  A stakeholder is any person or group who is affected by, or may be affected by, the activities of a business.

•  Stakeholders are split into two groups – internal stakeholders and external stakeholders:




    •  Internal stakeholders are based within the business.

    •  External stakeholders come from outside of the business.




•  Different stakeholders have different stakeholder objectives.







	



	Owners (sole traders and partners):

•  Make enough profit

•  Achieve business growth

•  Be competitive



	Employees and trade unions:

•  Job security

•  Good working conditions

•  High pay






	



	Customers:

•  Low prices

•  Good choice of products

•  High quality products



	Suppliers:

•  High prices

•  Regular orders

•  Being paid on time






	Shareholders and potential investors:

•  High dividends

•  High share prices

•  Voting rights



	Banks and lenders:

•  High interest rates

•  Being paid back on time

•  Business loyalty






	Local residents:

•  Minimise pollution

•  Reduce traffic congestion

•  More jobs



	Central government:

•  Health and safety

•  Collecting taxes

•  Being environmentally friendly






	Pressure groups:

•  Stop child labour

•  Preserve the woodlands and forests

•  Stop product testing on animals



	Local government:

•  Environmental health

•  Building control

•  Stopping fly tipping
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	Q1
	Describe one likely objective of a company employee.



	Q2
	Explain one likely objective of a company employee.









[image: ]



5.2 The ways in which different stakeholder groups attempt to alter business behaviour


[image: ]




•  employees refuse to work overtime

•  trade unions call a strike

•  customers decide to boycott the business

•  pressure groups hold a protest

•  suppliers refuse to supply the business

•  local residents complain to the local press

•  local government withholds planning permission

•  central government fines the business, e.g. for late payment of taxes

•  shareholders call an extraordinary meeting.
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5.3 How businesses respond to the different and sometimes conflicting objectives of different stakeholders


•  When the objectives of the business differ from the objectives of one or more stakeholder groups, conflict can occur.

•  Conflict between a business and its stakeholders can harm the business, e.g. loss of profit, bad publicity, damaged reputation.

•  A business needs to resolve the conflict with its stakeholders if at all possible.

•  If the conflict cannot be resolved, then the conflict should be managed to minimise its impact on the business.

•  Conflict resolution and conflict management can take up a lot of a business’s time but are beneficial because they can improve the relationship between the business and its stakeholders.
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5.4 The consequences to a business of not listening to its stakeholders
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1  Describe one likely objective of an environmental pressure group.


2  Explain one likely objective of an environmental pressure group.


3  Describe one way employees could try to alter the behaviour of their employer.


4  Stakeholder conflict:




    (a)  can always be resolved

    (b)  is beneficial to a business

    (c)  is unimportant

    (d)  should be managed.





5  State three financial consequences a business might experience if it fails to listen to its stakeholders.
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6 Understand the external influences and constraints on businesses and how businesses could respond

6.1 The factors which comprise the external business environment
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Social factors



•  Demographic issues, e.g. an ageing population, gender balance, average family size.

•  Attitudes to work, e.g. flexible working patterns, home-working, part-time working.

•  Disposable income, i.e. the amount of income a person has available to spend.

•  Social trends, e.g. anti-smoking, anti-obesity, food provenance, organic food.

•  Cultural beliefs, e.g. attitudes to debt, religious foods, overseas cultures.
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Technological factors



•  Automation, e.g. production lines, robotics, ticket machines, CAD/CAM.

•  Purchasing/sales technology, e.g. e-commerce websites, card readers, bar coding, computerised tills and EPOS stock control.

•  Mobile technology, e.g. contactless payment methods, smartphone apps.

•  Communication technology, e.g. email, text messaging, social media, video conferencing.



Environmental factors


Economic factors


•  Interest rates:




    •  The additional payment required to borrow money, i.e. the cost of borrowing money.

    •  The additional benefit received from saving money, i.e. the reward for investing savings.

    •  Set by the Bank of England.




•  Exchange rates:




    •  The value of one currency as compared to another currency.

    •  Affects imports and exports.

    •  Sterling exchange rates constantly change as they are affected by supply and demand.




•  Inflation:




    •  A general increase in the price of goods and services.

    •  Inflation rate is calculated by the government using a basket of goods that we typically purchase.




•  Unemployment: people available for work who do not have a job.

•  Taxation: the amount of money paid to the government so that the government can afford to run the country, e.g. provide schools, hospitals, national defence, street lighting etc.
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Political factors



•  Political instability, i.e. the chances of the collapse of a government, more common overseas.

•  A change of government, e.g. a general election, a change in prime minister.

•  Government initiatives, e.g. new government policy, grant funding, control measures.



Legal factors

Current legislation
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	Type of legislation
	Legislation
	Key factors



	Business framework
	Companies Act
	Governs all types of companies






	Partnership Act
	Governs business partnerships






	Consumer protection – laws that protect customers
	Consumer Rights Act
	Goods should be: of satisfactory quality, as described, fit for purpose






	Consumer Protection Act
	Businesses must not manufacture or sell goods that are unsafe




	Employee protection – laws that protect employees
	Equality Act
	Bans discrimination in all its forms, e.g. sexual discrimination, racial discrimination, disability discrimination, age discrimination.



	Health and Safety at Work Act
	Employers and employees have a duty to keep the workplace safe for themselves and visitors, e.g. risk assessment, emergency procedures, first aid training, guards on machines, protective personal clothing.



	Working Time Directive
	Protects workers from undue stress and illness by, e.g., limiting working hours to an average of 48 hours per week, giving a legal right to a break of 20 minutes every six hours and giving a legal right to paid holidays.



	National Minimum Wage Act
	Requires employees aged 25 and over to be paid the National Living Wage and those under 25 to be paid the National Minimum Wage at the rate appropriate for their age.



	 
	Data Protection Act
	Governs the storage and use of personal data. To store personal data, businesses must register with the Information Commissioner


•  be obtained and processed lawfully

•  be kept only for the purposes registered

•  be adequate, relevant and not excessive

•  be accurate and kept up to date

•  not be kept longer than necessary

•  be kept safe and secure

•  not be sold without explicit consent from the data subject

•  not be transferred outside the European Economic Area without adequate protection

•  be disclosed to the data subject on request, and corrected where necessary






	 
	Copyright, Designs and Patents Act
	Protects the interests of the creator of original work, e.g. music, books, films, software apps, art works





	 
	Planning permission
	Businesses must obtain planning consent before making significant changes to land or property. This includes change of use, e.g. an office becoming a shop, or farm land becoming a tourist attraction; extensions, e.g. building a new factory or enlarging a restaurant; and changes to premises, e.g. a new shop front or installing security shutters.






Implications of failing to meet legal requirements


•  Legal implications, e.g. law suits, court costs, fines, paying compensation.

•  Non-legal implications, e.g. bad publicity, bad reputation, poor employer–employee relations, industrial action.



Ethical factors



•  As an employer, e.g. not exploiting the workforce, not using child labour, paying above the minimum/living wage, having fair working practices, ensuring a good work–life balance.

•  As a trader, e.g. buying fair trade products, charging fair prices.

•  Being environmentally friendly, e.g. recycling, reducing waste, lowering carbon emissions, reducing transport miles, minimising energy use.

•  Sustainability, e.g. using non-fossil fuels for transport, green energy for heating and lighting, planting trees, improving water use and land management.

•  Corporate social responsibility, e.g. giving donations to charity, providing humanitarian aid, offering employee health and welfare schemes, supporting cultural events, sponsoring sporting activities or offering educational workshops.
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Impacts on a business and its stakeholders of operating ethically


•  Positive impacts, e.g. reduced stakeholder conflict, better reputation, attract ethically-aware consumers, increased brand loyalty, may be able to charge a higher price, may attract ethical investors.

•  Negative impacts, e.g. higher cost, conflict with profit motive, lower shareholder returns, difficulty in sourcing supplies.



Consequences to a business and its stakeholders of not acting ethically


•  Negative impacts, e.g. damage to reputation, loss of customers, loss of sales revenue, loss of market share, demotivated employees, greater absenteeism, reduced output.

•  Positive impacts, e.g. lower cost, can maximise financial aims, easy to source supplies.



Competitive factors



•  The market share of a business and its competitors, e.g. is there a dominant firm in the industry? Are all competitors small?

•  Position in the market, e.g. is the business the market leader? Is the business of similar size to its competitors? Is the business much smaller than its competitors?

•  Strength of competition, e.g. is the business a price setter or a price follower? Is the business protected from the competition because it operates in a niche market?

•  Competitor behaviour, e.g. do rivals actively compete with each other or do they co-exist? Do rivals co-operate with each other?
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6.2 How the external environment can impact on a business and its stakeholders
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6.3 How businesses can respond to changes in their external environment


•  Changes in the external business environment are often unpredictable, e.g. changes in exchange rates, new consumer trends in fashion and health, general election results.

•  Changes in the external business environment are a major source of business uncertainty, e.g. changes in taxation, new legislation, advances in technology.

•  Businesses need to seize opportunities and deal with threats.

•  Businesses that do not adapt to changes in their external environment are more likely to fail.




[image: ]



[image: ]




[image: ]



[image: ]




[image: ]



1  Which one of the following is a factor in the external business environment?




    (a)  A marketing activity

    (b)  A social trend

    (c)  An economical issue

    (d)  Recruitment planning





2  Name the piece of legislation that protects authors from having their work copied.


3  State two types of discrimination banned by the Equality Act.


4  Describe one way a tomato farm could become more sustainable.


5  Explain one advantage and one disadvantage to a manufacturing business of advances in automation.
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7 Understand why businesses plan

7.1 Why businesses plan



•  poor financial control

•  lack of knowledge of the market

•  lack of knowledge of competitor behaviour

•  lack of a clear and unique selling point

•  concentration risk (e.g. relying on one major supplier)

•  flawed business plans.
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•  improving the chances of business survival

•  steering a business towards its objectives

•  avoiding unnecessary risk

•  producing new ideas to keep the business competitive.



7.2 To determine appropriate sources of finance for businesses
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•  Businesses can raise funds either from an internal source or an external source.

•  Some sources of finance are more suited to meeting short-term financial needs; others are more suited to meeting long-term financial needs.

•  The choice of finance depends on:




    •  the availability of finance

    •  the cost of finance

    •  the reason finance is required.
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The availability of finance



•  A new business in its first year of trading does not have any reserves (retained profit).

•  Sole traders and partnerships cannot raise money by issuing shares.

•  Mortgages are only available to businesses borrowing against property.

•  A business with a poor financial record is unlikely to be able to borrow money from a bank.



The cost of finance


The reason the finance is required



•  to start-up a new business?

•  to replace outdated machinery?

•  to buy out a competitor’s business?

•  to purchase a new building?

•  to deal with a cash flow crisis?

•  to buy raw materials?
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7.3 What may be included in a business plan
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•  clarify the details of a proposal to business owners, e.g. sole trader, partners, shareholders

•  judge the viability of a business venture for business owners, potential investors and potential lenders

•  attract potential investors

•  obtain grant funding from charities and government sources

•  support a loan application to a bank or other lender

•  share business objectives with employees.






•  Executive summary – an overview of the contents of the business plan.

•  Intended product/service, e.g. new product/service, extension to product/service range.

•  Unique selling point, i.e. what makes a business stand out from its competitors.

•  Protection of the product/service, e.g. need for confidentiality during planning stage, copyright and patents.

•  Prioritisation of business objectives, e.g. profit, market share, reputation.

•  Market research, e.g. competitor analysis, consumer research, product testing.

•  Resource requirements, e.g. finance, number of employees, skills of employees, technological resources, premises location and requirements.

•  Financial plan, e.g. the sources of finance, cash flow forecast, break-even point.
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1  State one way a business can avoid unnecessary risk.


2  Identify two short-term, external sources of finance.


3  Name three forms of business ownership that can raise finance by issuing shares.


4  Explain one advantage and one disadvantage to a business of using a venture capitalist.


5  Which one of the following would not be contained in a business plan?




    (a)  Employee contact details

    (b)  Market research

    (c)  Premises requirements

    (d)  Sources of finance
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8 Be able to assess the performance of businesses to inform future business activities

8.1 Factors affecting the success/failure of a business



•  Financial factors, e.g. cash flow, profit, sales revenue, share price.

•  Non-financial factors, e.g. reputation, product range, size of workforce, recruitment planning.

•  Positive factors, e.g. a large market share, a reputation for quality, a committed workforce.

•  Negative factors, e.g. making a loss, bad publicity, large numbers of employees leaving.

•  Past factors, e.g. reputation built over previous years, state of the economy in previous years.

•  Present factors, e.g. a successful marketing campaign, good planning and decision making.

•  Future factors, e.g. outcome of impending legal action, changes to business aims, and increases in interest rates.
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8.2 How to conduct a SWOT (strengths, weaknesses, opportunities and threats) analysis
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Strengths and weaknesses


•  Internal factors, i.e. come from within the business.

•  Within the control of the business.

•  Examples of strengths include the skills of the owner, a reputation for quality, helpful staff.

•  Examples of weaknesses include inflexibility, poor cash flow management, a high break-even point.



Opportunities and threats


•  External factors, i.e. come from an external source.

•  Beyond the control of the business.

•  Examples of opportunities include the increasing use of mobile technology, the increasing popularity of organic food, an increase in consumers with environmental conscience.

•  Examples of threats include new competition, a change in legislation, an increase in taxes.
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8.3 How to interpret business performance




•  Asking questions: e.g. Is this level of profit acceptable? Are sufficient funds available to pay the bills? Is the marketing campaign working? Are expenses too high?

•  Comparing with organisational objectives: e.g. Have growth objectives been met? Have financial objectives been exceeded? Has the business been enterprising?

•  Looking for trends: e.g. Is revenue increasing over time? Are profits falling? Are employees taking off more sick days? Is output increasing?

•  Benchmarking against industrial averages: e.g. Are wastage rates higher or lower than the industrial average? Is the company growing faster or more slowly than the industrial average?

•  Comparing with similar businesses: e.g. Does the competition charge lower prices? Are the business’s products of better quality than similar businesses?
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	Q1
	Using the company’s income statements for the last three years of trading, evaluate the company’s financial performance.



	Q2
	Using the company’s income statements for the last three years of trading, advise the directors of the company how to improve the financial performance of the company.
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1  Name two non-financial human resource factors that may have a negative effect on the success of a business.


2  A business is conducting a SWOT analysis. Which one of the following statements is true?




    (a)  Opportunities are negative factors from internal sources.

    (b)  Strengths are positive factors from external sources.

    (c)  Threats are positive factors from external sources.

    (d)  Weaknesses are negative factors from internal sources.





3  A small manufacturing firm is conducting a SWOT analysis. Into which of the following categories should an increase in the rate of inflation be categorised?




    (a)  Strength

    (b)  Weakness

    (c)  Opportunity

    (d)  Threat





4  Explain how interpreting business performance can reduce the likelihood of business failure.


5  A business sets a target to increase profits by two per cent per annum. Past profit data is shown in the table below.



	Year
	Change in profit



	2015–2016
	+3%



	2016–2017
	+1%



	2017–2018
	+2%








[image: ]



Preparing for the exam

How to prepare for the exam


Section A: 20 marks, multiple-choice questions


•  Each question has a choice of four answers, one of which is correct.

•  Never leave a multiple choice question blank; if you do not know the answer give it your best guess – you might just be right!



Section B: 20 marks, short/medium length questions


•  The answers to questions in this section should be based on businesses you have researched during your course.

•  Shortly before the examination you should be issued with a research brief, which gives additional guidance on topics to investigate in more depth. The research you do before the exam can be invaluable.

•  Remember, you do not have to use the same business to answer all of the Section B questions; you can pick and choose which business you use for each question.

•  Pick wisely; choose a business that allows you to showcase your knowledge and understanding.



Section C: 50 marks, short/medium/ extended-response questions


•  This section begins with a page of text, and some supporting data/information. The data/information could be in words or figures, for example, research findings, tables, graphs or financial statements.

•  You will need to use the information in the business scenario to answer the questions.

•  Read the business scenario carefully.

•  It may help to underline or highlight important points as you read. This will help you to find these points again when answering the questions.

•  The extended-response questions (usually worth 12 marks) will require you to make judgements. These will be assessed for knowledge, understanding, analysis and evaluation. Remember to write a conclusion for these types of questions, make your decision clear to the examiner and use context to justify your decision.
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1  Which one of the following functional areas provides IT support?




    (a)  Business support services

    (b)  Customer services

    (c)  Finance

    (d)  Operations management






(a)  Business support services
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1  Explain how a business that you have researched is affected by an increase in unemployment in its local area.
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1  Kelvin and Dave are planning to set up a jewellery shop, K&D Jewellers. They have made contact with a jewellery manufacturer in South East Asia who specialises in unusual jewellery designs. Their cash flow forecast is shown below.
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1  Which of the following is usually considered to be a fixed cost?




    (a)  Operatives’ wages

    (b)  Packaging costs

    (c)  Raw materials

    (d)  Rent of business premises





2  Sarah, a sole trader, makes and sells hand-knitted blankets. The selling price is £90 each. The variable cost for each blanket is £40 while her monthly fixed costs are £975. Calculate the break-even point.




    (a)  19 blankets per month

    (b)  19.5 blankets per month

    (c)  20 blankets per month

    (d)  20.5 blankets per month





3  All of the following are environmental factors except:




    (a)  carbon emissions

    (b)  fair trade

    (c)  recycling

    (d)  waste management





4  In a SWOT analysis, which of the following represents an ‘opportunity’?




    (a)  To advertise on social media due to its increased popularity

    (b)  To expand overseas to increase market share

    (c)  To move to a cheaper location

    (d)  To open another branch to attract more customers





5  Which of the following is NOT an example of financial data?




    (a)  Break-even point

    (b)  Cash flow statement

    (c)  Margin of safety

    (d)  Number of staff leaving







1  Identify two ethical factors that have affected a business you have researched.


2  Identify and explain two ways a business you have researched complies with the Health and Safety at Work Act.


3  Analyse one advantage and one disadvantage to a business you have researched of investing in new technology.







1  Identify two benefits to Andy of operating as a sole trader.


2  Evaluate possible factors that might have led to the falling revenue of Andy’s Bakery.
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Carmelite Enterprises Ltd INVOICE
123 River Road
London
WC1aNg
Phone: 020 3123 5762 INVOICE #100]
To: sHipTO:
AN. Other Company AN. Other Company
42 Birchwood Road 42 Birchwood Road
London London
NW20 481 W20 48L
QUANTITY DESCRIPTION UNIT PRICE | TOTAL
i Flipchart 2599 %%
SUBTOTAL | 2599
war [ 520
SHPPING & HANDUNG | 5.50
TOTALDUE | 36.60
Terms 30 days i printed on an
invoice teling customers their
Make all cheques payable to Carmelte Enterprises Ltd. b
Payment tems: 30 da T
T You Pave any questions concerning this nvoic, contact: .
JoBloggs a Hoggeearmelie.cak
955 logget be COD (cash on defvery).
Dedaration:
W declre the nvoice shows priceof the goods described and thatall
particulars are true and core
Supplies print E & OF (erors
and omissions excepted) on an
invoice to reduce their legal
liabltyin case of admiisrative
errors or inaccuraces.
THANK YOU FOR YoUR BUSIES1

Figure 2.8 An example invoice
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INVOICE

wan fabulousnaile.com

Date: 13 December 20XX

Customer Account Narre:

Invoice No.: 2044

Happy Fingers

QUANTITY | DESCRIPTION UNIT PRICE | TOTAL PRICE
(£ (€

12 Nail jewellery 3.00 36.00

5 Airbrush paint 3.60 _

10 Top coat 279 _

10 Base coat 279 _

4 Airbrush cleaner 255 10.20
SUB TOTAL —

VAT @20% —

TOTAL _
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lable 1.3 The key activities and tasks of business functional areas

Functional Examples of tasks
area Also known as | Key activities | performed
Finance Accounting, Financial Monitoring financial
Accounts, control performance
Accounting and Producing financial
inance forecasts
Record Recording receipts
keeping and payments
Producing financial
statements
Marketing Advertising Promoting Producing advertising
and Promotion | the business | posters and flyers
Using social media
Setting pricing strategy
Sales Selling Telephoning potential
customers
Demonstrating
products
Working at the checkout
Human Personnel, HR | Planning Producing job
resources recruitment | advertisements

Shortlisting

Interviewing job
applicants

Redundancies

Issuing notices of
redundancy

Arranging redundancy
payments

Remuneration
and rewards

Recording hours
worked

Paying employees the
correct wage
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Figure 2.1 A person’s authority to make decisions
depends on where they sit in the organisational

structure
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\ A skills audit can help a business

;KJII.)L; )) ensure that it has the right number of
people with the right skills in the right
place at the right time.

A skills audit reviews the skills of the
current workforce and compares these

\ to the skills the business needs at the
present time and what it expects to
need in the future.

Figure 3.13 Carrying out a skills audit is an important part of workforce
planning
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Unit contribution = Selling price - Variable cost per unit

Figure 3.11 Use this formula to calculate unit contribution
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lable 15.10 Possible impacts of change on stakeholder groups

Stakeholder Impact on stakeholder Stakeholder conflict Stakeholder reaction
Owners ® Reduction in return on Personal objectives such ® Withdraw support
investment asreturn on investment ® Sell shares
@ Fallin share prices suffers because of ® Complain
increased spending on
change.

Managers ® Increased workload Potential disagreement ® Could become
between managers and demotivated
employees about change, ® Withdraw support
workload, working
conditions.

Employees ® Terms of pay Potential disagreement ® Withdraw support

® Redundancies between managers and o Complain

® Increased workload employees regarding @ Involve trade unions

@ Training possible impacts of change. | ® Strike action

® Redeployment ® Absenteeism

® Empowerment ® Staff turnover

® Working conditions ® Demotivation
Customers @ Higher/lower prices Potential disagreement ® Withdraw custom

® Better quality? on the outcome of change ® Complain

® New product? between customers and ® Go to competitors

® Level of customer service | management.

Localresidents | @ Pollution Potential disagreement o Complain

® Quality of life about the change which ® Protest
could impact on their ® Object to planning
environment and quality of permission
life. ® Withdrawal of
goodwill

Suppliers

® Loss of/increased trade

Potential disagreement
on prices, terms of trade,
quantity of sales.

® Withdraw supply
® Change terms of trade
® Change prices
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Figure 1.1 Businesses are categorised into three activity groups
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Figure 1.8 The advantages and disadvantages of a registered charity
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Figure 1.9 The advantages and disadvantages of a community interest company
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lable 1.12 Every source of finance has its own advantages and disadvantages

Source of
finance

Timeframe of
finance

Availability to legal
forms of business
ownership

Advantages

Internal sources of finance

Disadvantages

Owners' savings

Short or long
term

Sole traders and
partnerships

® No need to repay
the money

® Low cost, no
interest to be paid

Owners may not
have enough
savings

May leave the
owners with
insufficient savings
for personal use

Reserves Long term All businesses ® No need to repay ® Notavailable to
(retained profits) the money new businesses in
® Low cost, no their first year of
interest to be paid trading
® Not available to
businesses that
have made losses
External sources of finance
Trade credit Short term All businesses ® Improves cash flow | @ Any discounts
by buying now and available for cash/
paying later early payment will
@ Nointerest be lost
charged if paid @ Interest charged if
within the agreed not paid within the
timescale agreed timescale
Hire purchase Short term All businesses ® Payments are ® Interestand
spread over a additional charges
period of time make it expensive
® Can obtain ® Can only be used to
equipment that obtain equipment
could not be and machinery
afforded otherwise
Credit card Short term All businesses ® If repaid within the | @ Interest charged if
payment period, not repaid within
the borrowing is the interest-free
free period
® Payment protection | @ High interest
(money can be rates, leading to
claimed back if spiralling debt
there is a problem
with a purchase)
Overdraft Short term All businesses @ Can help with ® Interest rates are

short-term cash
flow problems

® Interestis only
charged on the
daily amount
overdrawn [not the
overdraft limit)

usually high
Prolonged use
makes it expensive






OEBPS/images/95-1.gif
The West of England Neurology Fund Ltd

4 March 2018 Registered office:
Flat1
Temple Gardens
Gloucester
GL2 5JH
Recipient’s Ms Emma Mackenzie
g 10 New Road
e e Gloucester
GL5 2JH
) Dear Ms Mackenzie,
recipient The Euston Park Tennis Club
On behalf of my fellow Trustees | am delighted to acknowledge receipt of your recent
Tone: positive, letter and your donation of £200.00 in mermory of the late Mr Euan Cherry.
polite, formal
Will you please pass on our grateful thanks to Mr Cherry's family and the mermbers of
your tennis club for their most welcome support of the Neurology Fund.
1 am also pleased to note that Mr Cherry was being seen by Dr Amy Townson.
AR T Dr Townson has been a Trustee of our Fund for 15 years and is one of the leading
iR neurology consultants in the area. | will certainly let her know of your tennis clubs

most generous donation.

Thank you also for your best wishes.

Yours sincerely,

‘The dlosing must

match the John Smith

salutation. Company Secretary
“Yours sincerely’
is used here c.c. Dr Amy Townson
because the
recipient
is named.

Tustees O AL Townson, W T Wallae, Wrs K Russ, M B Clrk, D R Wil (harman)Company Scretary: John Smit, lat 1, Tomple Gardens,
Gloucstar GL2 SH 01452) 111 Registered Company nEncland and Wales Campany Reg No.$7654321 Charity Rag. o, 12345678

Figure 2.15 An example of a business letter
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relevant?
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too
complex?

Figure 3.3 All of these factors need to be considered when
judging the validity of information for decision making
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lable 3.1 Types of business decision

Type of decision

Strategic decisions

Meaning

Affect the direction of
the entire business,
long-term impact

Key features

Complex, multi-
dimensional, large,
costly, made by directors
and owners

Examples

Relocation, expansion,
new sector of operation,
change of business
name, rebranding

Tactical decisions

Affect several functional
areas, turn strategy into
solutions, medium-term
impact

Ways to achieve
objectives, moderate
resource implications,
made by managers

Development of a new
marketing campaign,
what type of market
research to undertake

Operational decisions

Affect one specific area
of the business, routine,
short-term impact

Narrow focus, day-to-
day, repetitive, limited
resources, made by staff
atall levels

Where to source raw
materials, staffing
rotas, when to service
machinery
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Figure 3.23 Critical path network notation [units in days)
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Gross profit = £70,000 - £30,000 = £60,000
Net profit = £90,000 - £30,000 - £52,800 = £7,200
£60,000

.. £60,000 _ 170
Gross profit ratio = £90,000 * 100=67%

0
%100 =8%

Net profit ratio = £90.000
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Figure 3.8 Use these formulae to calculate the profitability ratios
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Budgeted figures  Actual figures
Units produced 10,000 units 8,000 units Adverse: actual units < budgeted units
Direct materials costs £20,000 £16,720 Favourable: actual costs < budgeted costs
Direct labour costs £10,000 £11,000 Adverse: actual costs > budgeted costs
Variable overhead costs £6,000 £5,600 Favourable: actual costs < budgeted costs
Fixed overhead costs £7,000 £7,500 Adverse: actual costs > budgeted costs
Total costs £43,000 £40,820 Favourable: actual costs < budgeted costs

Figure 2.11 An example of a budget variance report





OEBPS/images/120-1.gif
480 days
9,600 days
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L 192,000 racquets
Labour productivity =—Zg 5 tlovees employees = 4,800 racquets per
employee per year
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Pallet stretch-wrapping
and labelling

Robotic loading
into pallets
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sealing of packets

Figure 15.1 An example of automation
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Carmelite Holdings Limited

Confidentiality agreement

I, AN. Other, of 32 North Parade, Birmingham B1 4ND with email address
another@net.couk and phone number 0121 444 4628

Agree with the following statements
I have read and understood Carmelite Holdings Limited's Policies.

I understand that | may come in contact with confidential information during
my time at Carmelite Holdings Limited.

As part of the condition of my work with Carmelite Holdings Lirited | hereby
undertake to keep in strict confidence any information regarding any client,
employee or business of Carmelite Holdings Limited or any other organisation
that comes to my attention while working with Carmelite Holdings Limited.

1 will do this in accordance with Carmelite Holdings Limited's policies

as applicable.

I also agree to never rermove any confidential material of any kind from the
premises of Carmelite Holdings Limited unless authorised as part of my duties
or obligations to the conpany, or with the express permission or direction to
do so from Carmelite Holdings Limited.

AN. Other

(Print staff or consultant's name)

(Signature)

(Signature of witness)

Dated this 251 day of June, 2018

Figure 2.3 Employees are sometimes asked to sign an NDA to make sure
they do not share confidential business information
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Financial difficulties
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Refusing to
listen to
stakeholders

Reduced output

Employees quitting theirjobs | | Reduced sales revenue
Increased staff absence Hhptmoms

Figure 1.17 Refusing to listen to stakeholders can have a serious effect
on a business
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Temple Gardens Residents’ Association

Board meeting, 8th March 2018
Minutes
Meeting called to order at 7.00 p.r. in the community meeting roorn

Attendees:

Rebecca Dunn, Chair

Stephen Wright, Minutes Secretary

Ana D'Rozario, Correspondence Secretary
John Srith, Treasurer

Annette Other, Association Manager
Jane Srith, member

Apologies:

Alanna Wallace, rrermber

Approval of minutes:

Motion: To approve minutes frorn th Decerber board meeting.
Vote: Motion approved unanimously
Resolved: The minutes of the Oth December 2017 meeting were approved.

Reports:

Treasurer’s report given by John Srith.
Managerrent report given by Annette Other. Written reports presented and filed

Business:

Motion: Hire Teevan Construction Services to reservice the entry road for £4,300.
Vote: Motion disapproved, one i favour, two opposed, one abstaining.

Motion: To brief the solicitors to amend the Assocation's constitution to cor bine the
volunteer posts of Minutes Secretary and Correspondence Secretary into a single post

of Secretary.

Vote: Motion approved unanimously.

Resolved: To brief the solicitors to amend the Assocation's constitution to combine

the volunteer posts of Minutes Secretary and Conrespondence Secretary into a single post
of Secretary.

Motion: Accept Lovely Landscaping Corrpany’s written proposal to maintain the Association’s
comimon property subject to the Association's solctor’ review of the contract.

Vote: Motion approved, three in favour, one opposed. Discussion of recognition that Lovely
Landscaping was the highest bidder, but the consensus was that a good history with Lovely
Landscaping justfies renewing the contract.

Resolved: That the Association accept Lovely Landscapings witien proposal ta maintain the
Association’s cornmon property, subject to the Association's solcitor's review of the contract.
Meeting adjourned at 8.30 pm

Figure 2.14 Example of minutes
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lable 3.3 lTypes of training for existing staff

Internal or external

Type of training Meaning Examples training?
On-the-job Training done by an ® Coaching - using an Always internal because
training employee while doing experienced employee to the employee is doing
their actual job demonstrate or provide their actual job.
instructions.
® Mentoring - assigning an
experienced employee to
provide personal support.
@ ‘Sitting next to Nellie’
- working alongside an
experienced employee.
Off-the-job Training done by an ® Watching videos Can be internal or
training employee when not ® Attending a conference external.

doing their actual job

® Attending a training course
@ Listening to a presentation
® Doing an online workshop
® Team-building exercises

® Role play or simulations

Internal may include
watching a video in the
staff room or doing a
role play in the office.

External may include
attending a night class
ata local college or
going away for an
outdoor activity team-
building weekend
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Figure 3.12 Use this formula to calculate the average rate of return of an
investment
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Figure 1.10 Business aims and objectives come
in many forms
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Figure 15.13 Lewin's Change Management Theory
(Source: Kurt Lewin]
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Figure 1.20 Finding appropriate sources of finance is a challenge for
every business
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Figure 1.7 The advantages and disadvantages of a state-owned
organisation
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Figure 2.7 Parking at Heathrow airport
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Figure 2.4 Trains from Birmingham to Heathrow
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Figure 1.21 A business plan is a formal document explaining a firm's
intended strategy to meet its objectives
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Figure 1.3 Examples of public sector businesses
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Figure 1.4 Examples of third sector businesses
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Figure 1.15 Use this formula to calculate the break-even point/level
of output
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Figure 3.5 Many factors affect the quality of decision making
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lable 1.11 Examples of the impact of external factors on stakeholaers

Factor

High interest
rates

Stakeholder

Lender (bank]

Example of impact

©

More revenue

Reason

Receive higher payment for lending
money

Customer with a
mortgage

Less money to spend

Mortgage payments have increased

Customer with More money . . .

savings @ available to spend More interest received on savings

Employees @ Afford more holidays E’jil:gmore money, better standard of
I!'u_:rease in the SErEES ® e (RS Incr_eased labour costs, reducing
living wage profits

Customers ® Higher prices Business might put its prices up to

cover the increased labour costs
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specialisrms. Lastly, the tree blossoms
o produce end products that
customers desire.

Figure 3.2 Prahalad and Hamel: a business is nourished by its core
competencies
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To calculate a three-point moving average, add the

Three-year current value to the value before and the value after
Annual moving (so you have three numbers to add together). Then
sales [£) average (£) divide the result by 3.
e.g. Year 3= 18,000 + 16,000 + 19,000 = 53,000 = 17,667
3 3

e.g. Year 5 = 20,000 + 19,000 + 20,000 = 59,000 = 19,66
3 3

Similarly, for a five-point moving average you should
add the currentvalue to the two values before and the
two values after and divide by 5.

Figure 3.17 Using time series analysis to calculate moving averages
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Figure 15.4 Just-in-time production
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Figure 15.8 Employment rate by gender over time
Source: Women in the labour market: 2013 [Office for National Statistics)
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@ Global Bank Statement Account number: 12345678

Sort code: 00-00-00

BIC: GLOBGB2D
O Current account IBAN: GB29 NWBK 6026 1341 9248 10

Branch details Your details 1Jan 2018 to 31 Jan 2018
1 High Street Ms AN. Other Previous balance £350
Bury St Edmunds 50 Tudor Rd Paid out £307.05
1P33 1A Bury St Edmunds Paid in £1392.95

Description

Brought forward 350.00

1Jan2018  Standing order Personal loan 100.00 250.00

2Jan2018  ATMwithdrawal  Global Bank 02JAN 30,00 22000

3Jan2018  Debit card 0212 03JAN Superstore Watford 5.80 21420
transaction

4Jan 2018 Direct debit Fitness Gyms 55.00 159.20

5/an2018  Internetbanking  Call ref. no. 1103 Gas Company 4125 117.95

01/01/18

6Jan2018  Interest 03JUN net 12345678 350 121.45

7Jan2018  Direct debit Pet insurance 15.00 106.45

8Jan2018  ATMwithdrawal  Global Bank O8JAN 10.00 96.45

9Jan2018  Transfer From joint 50.00 46.45

10Jan2018  Automated credit  Salary 1389.45 1435.90

1. Shows type of account, e.g. current, saving, etc.

2. Shows when the statement is for, usually a month.

3. Shows the date of the transaction.

4. Shows the type of transaction, .g. direct debit, standing order, card payment.

5. Describes the transaction.

6. Money coming into the account.

7. Money going out of the account.

8. A running total of balance in the account.

Figure 2.10 An example of a bank statement
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Figure 3.15 Graphical extrapolation (shown in red)
extends the line graph to predict future values
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Figure 3.16 A line of best fit (shown in red) is
drawn through the centre of the data cluster
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lable 1.10 Examples of the impact of external factors on a business
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Figure 2.13 An example of an agenda





