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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. When you revise, be active. Use a pen. Most people do not remember everything simply by reading. Make notes, use key words and lists, draw diagrams and pictures and use Post-it notes – whatever works for you.

These Revision Notes will help you to revise 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. The book has been written so that, whenever possible, a single page covers one bullet point from one topic in the specification. Learning points are summarised using diagrams or tables or short texts. You are advised to work through each page in order.

Track your progress

Use the revision planner on pages 4–5 to plan your revision, topic by topic. Make a note when you have revised it, tested it using the Now test yourself feature and the online answers and when you have ticked off all the ‘I can’ tasks in the topic checklist.

Features to help you succeed
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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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Key terms

Clear, concise definitions of essential key terms are provided where they first appear. Learn these terms.
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Now test yourself

Questions, both multiple choice and case study questions, are given throughout the book. Practise answering these. For case study questions, you can write bullet points or a full answer.
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‘I can’ checklist

Read through the ‘I can’ statements. Only tick each item you are confident with. Unticked items will guide your further revision.
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Online

Go online to check your answers to the Now test yourself questions at www.hoddereducation.co.uk/myrevisionnotesdownloads

Remember that there is often more than one possible answer for a question.
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My revision planner

1  Business activity

1.1 Role of business enterprise and entrepreneurship

1.2 Business planning

1.3 Business ownership

1.4 Business aims and objectives

1.5 Stakeholders in business

1.6 Business growth

2  Marketing

2.1 Role of marketing

2.2 Market research

2.3 Market segmentation

2.4 The marketing mix

3  People

3.1 Role of human resources

3.2 Organisational structures and different ways of working

3.3 Communication in business

3.4 Recruitment and selection

3.5 Motivation and retention

3.6 Training and development

3.7 Employment law

4  Operations

4.1 Production processes

4.2 Quality of goods and services

4.3 Sales process and customer service

4.4 Consumer law

4.5 Business location

4.6 Working with suppliers

5  Finance

5.1 Role of the finance function

5.2 Sources of finance

5.3 Revenue, costs and profits

5.4 Break-even

5.5 Cash and cash flow

6  Influences on business

6.1 Ethical and environmental considerations

6.2 The economic climate

6.3 Globalisation

7  The interdependent nature of business

Glossary

Now test yourself answers at www.hoddereducation.co.uk/myrevisionnotesdownloads


Countdown to my exams
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10–3 weeks before the examination – Revision 1


•  Be active when revising – make notes, summarise key words, draw diagrams.

•  Answer the ‘Now test yourself’ questions and compare with online answers.

•  Read the ‘Exam tips’ and tick off the ‘I can checklist’.

•  After each page has been revised, record your progress in the ‘My revision planner’ on pages 4–5.

•  Aim to cover one section of the specification each week. You are advised to study the sections in order. Once you have covered Sections 1 to 3, you will have learnt all you need to know for the first examination – Business 1. Test yourself by looking at the specimen paper for Business 1. The papers and mark schemes are available from the OCR website (www.ocr.org.uk). Business 2 covers Sections 4 to 7, so use a similar approach for these topics.

•  Remember to include any revision classes put on by your teacher in your plan. Your teacher will be a great help in preparing you to answer questions in the examination.
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2–1 week before the examination – Revision 2


•  Use the ‘My revision planner’ page for Revision 2. Focus on those areas where you were not confident enough to tick the ‘I can’ statements.

•  Revise Sections 1 to 3 in the first week and Sections 4 to 7 in the second week. Test yourself using a different past paper and mark scheme.
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Final week


•  Look at one more Business 1 paper and one more Business 2 paper or questions from the Hodder textbook OCR GCSE (9–1) Business.

•  Revise again those areas you do not feel totally confident about.



[image: ]




[image: ]

The day before the examination


•  Check the time and place of your examination.

•  Make sure you have everything you will need – a pen and a couple of spares, pencil, rubber, ruler, watch, tissues, a bottle of water and maybe some sweets.

•  Have one last look over any area of the specification that you are still not totally confident about.

•  Allow some time to relax and have an early night to ensure you are fresh and alert for the examinations.
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In the examination


•  Read the questions and the case studies carefully – twice is a good idea. Make sure you know what the questions are asking you to do.

•  Divide your time up. A useful guide is 15 minutes for the 15 multiple choice questions and 25 minutes for each of the case study questions.

•  Make sure you answer ALL the questions – you will throw marks away if you do not provide any answer, even if you are not confident about what you have written, you have some chance of picking up some marks.

•  Don’t panic. If you have done your revision, you should be able to answer every question. Think about the type of questions, for example, if it is an evaluation question, think about the evaluation strategies you have learnt.
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My exams

Business 1

Date:....................

Time:....................

Location:....................

Business 2

Date:....................

Time:....................

Location:....................
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1 Business activity

1.1 Role of business enterprise and entrepreneurship

Purpose of business enterprise and entrepreneurship

Figure 1.1 shows the three main purposes of business enterprise and entrepreneurship. An entrepreneur may see an existing product and spot an opportunity to develop and improve it.
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Now test yourself

The entrepreneurs that developed Spotify saw an opportunity: ICT could be used to sell and deliver music, podcasts and video streaming. The consumer can buy the product online in the comfort of their own home and receive immediate delivery. The entrepreneurs worked with record labels and independent musicians to sell their music in return for a royalty. They then put in place the technology to enable this to work, such as the software to be able to stream the content to buyers and to take payment from them. Spotify sells directly to the consumer and so distribution costs as well as the cost of managing shops is saved. Spotify customers say the service is much better than going to shops to buy music.

Analyse two ways in which Spotify satisfies consumer needs.

[6]
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Exam tip

When answering ‘analyse’ questions, always apply your answer to the business in the case study. For example, when answering the ‘Now test yourself’ about satisfying customer needs, stress that Spotify has met the need by offering a faster service at a lower cost. Explain why Spotify has been able to do this.
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I can …


•  State three purposes of business enterprise and entrepreneurs.

•  Analyse examples of businesses spotting opportunities and developing ideas.
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Characteristics of an entrepreneur

‘Characteristics’ refers to the qualities, skills or abilities that a person must have to be a successful entrepreneur. There are four main characteristics of entrepreneurs, as shown in Figure 1.2.
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Exam tip

In the examination carefully read the case study. Think about how the information in it matches what you have learnt and revised; in this case, how the characteristics of entrepreneurs were demonstrated by James Dyson. Then explain how these characteristics helped him to make a success of his business.
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I can …


•  State and explain four characteristics that an entrepreneur should have.

•  Analyse the characteristics of an entrepreneur in the context of a case study.
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Now test yourself

Frustrated by a poor-quality vacuum cleaner which he used in his home, James Dyson created the idea of the bagless vacuum cleaner. Dyson gave up his paid job and used his savings while he worked in his garage to produce something better. Showing great determination, he tried out of over 500 different designs, believing that, in the end, he would be successful. During this time, his wife worked as a teacher to support them. Dyson then risked his money to start up a business producing and selling the vacuum cleaners.

Analyse two characteristics of an entrepreneur that helped James Dyson to succeed when starting up his business.

[6]
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Risks and rewards of being an entrepreneur

Entrepreneurs hope for rewards when they go into business, but they are taking risks by doing this. These are summarised in Table 1.1.


Table 1.1 Risks and rewards of entrepreneurship



	 
	Risks
	Rewards



	Financial
	
•  If the business does not succeed, the risk of losing savings (and other assets) to pay off debts.


	
•  The potential to make a lot of money.





	Non-financial
	
•  Health – the strain of running a business can cause mental and physical illness.


	
•  Independence – being in control of what you do; not being told what to do by others.

•  Self-satisfaction – feeling good because the business is a success.

•  Making a difference – improving the lives of customers; providing socially responsible goods and services.
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Now test yourself


1  Which of the following is not a risk of being an entrepreneur?

[1]




    (a)  Making a loss

    (b)  Feeling satisfied about making a success of starting a business

    (c)  Experiencing poor health

    (d)  Suffering from strained relationships with friends and family




2  Amelia Prendergast bought a small newsagent shop using her own savings and a loan from a bank. She had been fed up in her office work as an accounts clerk and wanted to run her own business. She really struggled having to get up at 5 a.m. each day, sorting the papers in to ‘rounds’ for the paper boys and girls to deliver and then working in the shop all day until she closed at 6 p.m. After three months, exhausted and stressed, Amelia put the shop up for sale. However, in the time that she ran the business, she had increased the number of customers and the revenue the shop earned. Amelia sold the business for more than she had paid for it.

Evaluate the risks and rewards to Amelia of being an entrepreneur.

[9]



[image: ]




[image: ]

I can …


•  State two risks that entrepreneurs may take.

•  State four rewards that entrepreneurs may receive.

•  Evaluate whether an entrepreneur is receiving sufficient reward for the risks he or she is taking.
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Exam tip

When evaluating the risks and rewards of being an entrepreneur, write about the rewards the person has gained as well as the risks they have faced and what it has cost them. Remember to use the evidence in the case study so that you are applying your learning. Always make a judgement – have the risks and rewards been worthwhile or not? Sometimes you may want to suggest further information that would help you make your conclusion.
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1.2 Business planning

Purpose of planning business activity

A business must plan its activities to:


•  reduce the risk of failure – for example, it must think about the prices and goods competitors offer

•  be as successful as possible – for example, decide the kind of people it needs to run the business and how to market its product as effectively as possible.



Figure 1.3 shows the steps involved in developing a business idea.
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I can …


•  Explain the main purposes of a business plan.
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Now test yourself

A case study was produced by www.englandgolf.org. The focus of the study was Dunning Golf Club, which had produced a plan about how it should increase its membership and profitability. The plan included the following:


•  improving the golf course

•  offering more benefits to paid-up members (such as subsidised lessons)

•  using outside caterers to ensure better and cheaper catering

•  more clearly stated priorities for the future and how these would be financed.



Explain the purpose of writing a business plan, such as that produced by Dunning Golf Club.

[4]
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Role, importance and usefulness of a business plan

A business plan explains how a business intends to achieve its objectives. It may be written before the business starts, or when planning a major change to the way an existing business operates.

A good business plan will cover all the objectives shown in Figure 1.4. It will also make these objectives SMART:


•  Specific – clearly stating what is to be achieved.

•  Measureable – stating how to measure the success of the plan using, for example, sales or profits.

•  Achievable – the targets are possible for the business to achieve.

•  Realistic – the targets are appropriate for the business.

•  Timely – the plan includes a deadline for achieving the targets.
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Exam tip

When evaluating a business plan, write about what it contains and what other information might be useful. Does it cover all four areas identified in the business plan diagram? Is it SMART – does it give measureable and timed targets?
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I can …


•  Explain the main purposes of a business plan

•  Evaluate a business plan.
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Now test yourself


1  A business plan is useful because it will:

[1]




    (a)  make sure a business cannot fail.

    (b)  help competitors to improve.

    (c)  identify the resources that a business needs to succeed

    (d)  reduce the costs of running the business.




2  Using the information provided on page 10, evaluate the Dunning Golf Club business plan.

[9]
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1.3 Business ownership

Features of different types of business ownership

When a business becomes incorporated, it has a separate and distinct legal entity that is independent of the business owners. Sole traders and partnerships are not incorporated, while private limited companies and public limited companies are incorporated, which means they have limited liability (see next section).

The main features of the different types of business ownership are shown in Table 1.2, together with their advantages (✓) and disadvantages (✗).
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Now test yourself


1  Which of the following is a feature of a public limited company?

[1]




    (a)  The business does not need to publish its business information.

    (b)  The owners have limited liability.

    (c)  The owners draw up a deed of partnership when the business is created.

    (d)  The business cannot sell shares to raise extra finance.




2  Aaron Albright started a sole trader business manufacturing and fitting sun blinds. He began by selling the sun blinds to home owners. However, the business has grown and he now sells to business customers as well as fitting blinds in shops and offices. Aaron needs to produce more blinds to meet demand. He wants to move production to a larger factory than he currently uses but will need a big investment to do this. Aaron is working long hours and is worried about coping with a bigger business. He is considering taking on a partner who will contribute some money to finance the investment.

Evaluate the advantages and disadvantages to Aaron of taking on a partner.

[9]
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I can …


•  State who owns the different types of businesses.

•  State the advantages of different types of businesses.

•  State the disadvantages of different types of businesses.

•  Evaluate the benefits of changing the type of business ownership.
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Exam tip

Questions which ask you to state and explain the advantages and disadvantages or the suitability of different types of businesses are very common.
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Concept of limited liability

When we talk about business liability, we are referring to the responsibility of the business’ owners for debts incurred by the business. The owners of an unincorporated business, such as sole traders and partners, have unlimited liability – in other words, they are responsible for all the debts of the business. Shareholders who own private limited or public limited companies benefit from limited liability. The table below summarises the differences between limited and unlimited liability.


Table 1.3 Comparison of limited and unlimited liability



	Issue
	Limited liability
	Unlimited liability



	Effect on owner
	
•  The shareholders who own the company do not have to use their own savings or other private possessions to pay off the debts of the company if the business fails.


	
•  The owners must pay back all the debts of the business they own.

•  If the business goes bankrupt, the owners must sell any assets the business has.

•  If this sale does not raise enough to pay off the debts, the owner(s) can be ordered to use their savings or sell private possessions to raise the money needed to pay off the debts.





	Effect on business
	
•  It helps businesses to start up and raise extra finance to expand because people are prepared to invest, knowing that they are not risking all their personal possessions.


	
•  People may be discouraged from setting up a business because of the risk to their savings and other personal assets.

•  This can limit the creation and expansion of sole trader and partnership businesses.





	Other impacts
	
•  Forming a business as a limited company can be complicated because various legal documents need to be prepared and sent to the Registrar of Companies.


	
•  It is easier to start up as a sole trader or partnership because legal documents do not have to be sent to the Registrar of Companies.
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Now test yourself


1  Which statement about limited liability is false?

[1]




    (a)  The owner of a business who has limited liability cannot be ordered to sell private possessions to pay off debts if the business fails.

    (b)  The owner of a sole trader business has limited liability.

    (c)  Limited liability encourages people to invest in a business because it reduces their risk.

    (d)  The shareholders in private limited companies benefit from limited liability.




2  Dan Wynne and Barbara Tennyson run a road haulage business. They have a fleet of refrigerated lorries which they use for delivering frozen foods for their customers. They began the business with one lorry which they paid for with their savings. Dan and Barbara expanded the business by buying a further seven lorries, which they paid for mainly with loans from the bank. They also have an overdraft on their bank account. Dan and Barbara started the business as a partnership but changed it to a private limited company when they expanded.

Analyse the benefit to Dan and Barbara of changing their business to a private limited company.

[6]
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Exam tip

Liability is about risk. Whether liability is limited or unlimited is a key point to stress in answers to questions about different types of businesses.
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I can …


•  Explain what limited liability means.

•  Explain what unlimited liability means.

•  Analyse why limited liability is important for businesses.

•  Analyse why unlimited liability is important for businesses.
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Suitability of different types of ownership in different business contexts

The most appropriate type of ownership for a business will depend on the needs of that particular business. A start-up business and an established business will have very different finance requirements and their type of ownership – sole trader, partnership, private or public limited company – will reflect that. Figure 1.5 summarises the main points about the suitability of different types of
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•  State and explain the different needs of start-up and established businesses.

•  Evaluate the type of business ownership required to meet the needs of a business.
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1.4 Business aims and objectives

Aims and objectives of business
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1  Which of these statements is not a business objective?





    (a)  A business seeks to maximise the profit it makes.

    (b)  A business wishes to increase its sales.

    (c)  A business cuts the wages of its workers.

    (d)  A business wants to gain a good reputation by providing a good service.




2  In the table below, match the business objective with the description of the case study business.





	Business objective
	Description



	1 Survival
	a) E.ON, the energy company, has raised its prices even though costs have not risen.



	2 Profit
	b) Abdul has just opened a coffee shop in a small town where there are already four other coffee shops. He needs to establish the business in this competitive market by gaining sufficient customers to help it to stay in business in the longer term.



	3 Growth
	c) The Co-Operative supermarket chain aims to act responsibly and respectfully to its customers.



	4 Providing a service
	d) American business, Post Holdings, has bought the Weetabix brand from owners, China Bright Food.
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•  State and explain and apply the main objectives of businesses.
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How and why objectives might change as businesses evolve



•  they are at different stages of their development

•  their owners have different motivations

•  they are influenced by different market conditions

•  they are experiencing different economic conditions.
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•  Explain different ways in which businesses evolve and how their objectives may change.

•  Analyse why different business objectives are suitable for different businesses.
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1.5 Stakeholders in business

Roles and objectives of internal and external stakeholder groups






	 
	Role
	Objectives



	Internal stakeholders



	Owners
	
•  Provide finance to start up and expand the business.

•  They may manage or run the business or they may employ managers to run it on their behalf.


	
•  Make profits.





	Employees
	
•  Produce goods and services.


	
•  Satisfaction of having a job and earning an income.

•  Be treated fairly by employers.

•  Enjoyment of social aspects of working with colleagues.





	External stakeholders



	Customers
	
•  Buy goods and services.


	
•  Enjoy the benefits provided by goods and services.

•  Pay affordable prices.





	Suppliers
	
•  Sell goods for resale or components and materials needed to manufacture goods or provide a service.


	
•  Make sales.

•  Earn profits.





	Government
	
•  Help businesses, workers and communities.


	
•  Encourage businesses as this leads to high employment and prosperous communities.

•  Government wants to encourage businesses because this increases the taxes paid to government.





	Local community
	
•  Provide workers.

•  Monitor and influence business activities.


	
•  Have a local area which is prosperous, healthy and safe.
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1  Which of these stakeholders of Debenhams plc will want to earn a wage from the business?





    (a)  Customers of Debenhams plc.

    (b)  The government.

    (c)  Workers at Debenhams plc.

    (d)  The shareholders of Debenhams plc.




2  Cuadrilla is a fracking company which extracts gas from below ground. It has permission to drill at Roseacre Wood, a rural area in Lancashire north of the city of Preston and surrounded by several small villages. It has drill wells at the site. Cuadrilla needs to pump a lot of water in to the site, build roads and dig trenches for pipes. Some of the local community were involved in a campaign to stop planning permission being given for the wells, but others in the wider community area hope there will be increased employment opportunities as a result of Cuadrilla’s plans.
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•  Define the term ‘stakeholder.’

•  State the main internal and external stakeholders of a business.

•  State the role of each of the internal and external stakeholders.

•  State the objectives of each of the internal and external stakeholders.
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Effect of business activity on stakeholders






	Stakeholder
	Benefits of business activities
	Problems from business activities



	Owners
	
•  Earn profits if the business is successful.


	
•  May lose money invested in the business if it fails.





	Employees
	
•  Employed in a job role within the business and able to earn an income from the business.


	
•  May be made redundant if the business does not do well or if their job is replaced by automation such as a robot.

•  Employment conditions may be unfair, leading to stress.





	Customers
	
•  Obtain products and services at good prices that satisfy their wants.


	
•  May be sold poor quality goods and services.

•  May be over-charged for goods or services.

•  May experience poor customer service.





	Suppliers
	
•  Sell their goods to another business and earn profits from doing this.


	
•  May lose money if the business does not pay for goods supplied.

•  Cash flow problems in the business may mean that they delay payment to their suppliers.





	Government
	
•  Receive tax revenue from the owners, workers, suppliers and customers of the business.


	
•  Very large companies can become ‘too big to fail’ – the government may be criticised if the business fails and the government does not step in to help it to survive.





	Local community
	
•  People in the community can earn money from jobs with the business or because workers in the area have money to spend in their businesses.


	
•  The community can be affected by negative externalities such as pollution and road congestion caused by the business.
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•  Analyse how each stakeholder in a business may be affected by it.
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Effect of stakeholders on business






	Stakeholder
	How the stakeholder may influence the success of a business
	How the stakeholder may contribute to the failure of a business



	Owners
	
•  Investing enough money.

•  Using the investment in ways that will help the business to grow and succeed.


	
•  Not investing enough to make the business efficient.

•  Failing to change the business when the market for its goods and services changes.





	Employees
	
•  Working hard to produce good quality goods or services at competitive costs.


	
•  Producing poor quality goods or services.

•  Demanding high wages as this will lead to higher costs.

•  Disrupting production by industrial action.





	Customers
	
•  Purchasing goods and services.

•  Creating a good reputation for the business by recommending it to others.


	
•  Deciding to buy from competitors.

•  Publicising instances of poor quality goods or bad service, leading to a poor reputation for the business.





	Suppliers
	
•  Providing supplies promptly and at competitive prices to help the business produce its goods and services cheaply and reliably.


	
•  Supplying poor goods or services which lead to quality problems.

•  Not supplying components or materials on time which can cause production delays.





	Government
	
•  Giving the business a grant to enable it to pay for investment or by giving it planning permission to develop or expand its facilities.

•  Government may also be a customer of the business, buying goods and services from it.


	
•  Reducing the business’ profits by increasing taxes or by raising the National Minimum Wage so that wage costs increase.

•  Preventing the expansion of the business by refusing planning permission.





	Local community
	
•  Providing the business with customers and supporting its plans for development.


	
•  Opposing the business’ plans for expansion or preventing production by not supporting its application for planning permission.

•  This may lead to increased legal costs for the business as it fights for planning permission.
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•  Employees of Cuadrilla






•  Local community.
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•  Analyse and evaluate the effect that each stakeholder in a business can have on the business.
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1.6 Business growth

Organic growth
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1  What evidence is given in this case study for the growth of Apple?


2  Analyse the reasons for the growth of Apple.
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•  Explain the meaning of organic growth.

•  Analyse how the organic growth of a business can take place.
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External growth
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1  Which of the following statements describes a takeover?





    (a)  Orange and T-Mobile joined together to become EE.

    (b)  Disney the film-maker bought the cartoon animation company, Pixar.

    (c)  Honda Motor Company builds a factory to manufacture gear boxes for its cars.

    (d)  Netflix increases its share of the market.




2  Identify the type of growth which takes place in each of the following and give a reason for your choice.





    (a)  A brewery takes over chain of public houses.

    (b)  A bus company takes over a chain of fitness centres.

    (c)  A food retailer merges with another food retailer.
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•  Explain the difference between a merger and a takeover.

•  Identify the different types of external growth.

•  Analyse the reasons for or benefits of different types of external growth.
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Survival

« This may be an objective for a new
business so that it can become
established and secure by gaining
customers and then aim to make
profit in the longer term.

« it may be an objective for a business
during a downturn in econormic
activity or when a market is very
competitive.

Profit

« New businesses may seek a
minimurm level of profits to help.
them sunvive.

« Established businesses may want
o earn profits to reinvest and to
expand a business.

« Good profits encourage new
investors to put money in the
business, helping it grow.

Reasons behind
business
objectives

Providing a service

« This will help the business to get a
good reputation enabling it to
attract new customers as well as
retain its existing customers.

« Sometimes providing a good
service can help a business
survive or increase its profits.

« Some owners get satisfaction from
running a business that is useful to
its customers (as well as profitable
for themselves).

Figure 1.7 Reasons for different business objectives
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To startup a
business
Abusiness that is starting up
will need workers to run it and to
make the goods or provide the
services it offers.

When a business

grows
If a business grows it may need
more workers to produce the goods
or service, and more managers to
oversee them.

Why bu
reci

sinesses
ruit

To fill a skills gap

A business may be short of skilled
workers either because it is growing or
because it is changing the way it produces
1o a method which requires more

skilled workers.

Figure 3.6 Why businesses recruit workers
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Advantages:

It increases sales by
making customers feel
confident about the seller

and what they are buying.

It encourages customers
to return in the future.

Disadvantage:
There are costs in terms

of training workers

deal with customers and

provide refunds.

Advantages:

A good after sales
service increases sales
as customers can buy
with confidence.

to

Disadvantages:

There are costs in terms
of training workers to
deal with customers and
refund returns.

Returned goods may have

to be sold, at a loss, as
clearance goods.

'\/’

~_

After sales service
Service provided to customers after
they have bought the product.
It will include providing further
advice as well as dealing with returns
if the customer is not satisfied.

The importance of:

Product knowledge
Sales assistants know about the goods
or services they sell and are able to
provide customers with information
and advice, for example, they can
explain the features of a camera and
show customers how to use it.

Customer engagement
Refers to communication between
the buyer and the seller in face-to-face
sales, telesales and e-commerce.
Itinvolves providing a friendly,
welcoming and respectful service
and being helpful rather than pushy.

Advantage:

It increases sales as
customers are given
information that helps
them to make good
decisions.

Disadvantage:

There are costs in
training staff.

Advantage:
It increases sales as
customers feel
comfortable with the
buying experience.

Disadvantage:

There are costs in
training staff.

Figure 4.5 Importance of customer service





OEBPS/images/97-1.gif
lable 5.8 Cash flow forecast - convenience shop, Bowton

Cash flow forecast - convenience shop

January February March April
£ £ £ £

Cash inflow
Sales 100,000 80,000 60,000 70,000
Rental income 10,000 10,000 10,000 10,000
Total inflow 110,000 90,000 70,000 80,000
Cash outflow
Stock 50,000 80,000 60,000 40,000
Energy costs 5,000 10,000 5,000 5,000
Wages 10,000 30,000 20,000 10,000
Interest and loan 10,000 15,000 10,000 5,000
repayments
Total outflow 75,000 135,000 95,000 60,000
Net cash flow 35,000 -45,000 -25,000 20,000
Opening balance 25,000 60,000 15,000 -10,000
Closing balance 60,000 15,000 -10,000 10,000
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Age

Example: Magazines aimed at
teenage girls and magazines aimed
at women in the 20 to 40 age range.

Gender

Example: Different coloured
running shoes for men and women.

Figure 2.4 Segmenting a market

Ways of segmenting a market

\

Location

Example: Business suits for people
living and working in a city,
tweeds for those fiving in the
countryside.

Lifestyle

Example: Lycra for the cycle
enthusiast and large flat screen TVs
for viewing enthusiasts.
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Levels of
employment
Some e-commerce
businesses have reduced
the number of
workers they employ by
using technology instead.

Delivery options
Speed of delivery is
important in competitive
markets and e-commerce
businesses have developed
efficient delivery systems,
aswell as experimenting
with new ways of
delivering, such as
using drones.

New skills
E-commerce businesses
need to recruit workers with
relevant skills such as web
designers, workers to
pack orders and drivers.

Business
opportunities
E-commerce has increased
business opportunities — in
retailing, banking, insurance
sales and accountancy and
the manufacture and sales
of technology. Markets
are now worldwide.

Influences of
commerce on
business

Provision of dick
and collect services
Businesses have developed
websites and computer
systems to organise click and
collect services (where the
customer orders online, then
picks up the product ata
collection point). Businesses
need storage and
staff to deal with this.

Creation of new
departments

Some businesses, including

| many major retailers who

| use e-commerce alongside |

| theirmore traditional |
services, have created
online departments.

Figure 4.4 Influence of e-commerce on business
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Treatment of workers

« Not employ child labour
« Pay workers a fair wage
« Ensure workers do not work too long hours
« Provide safe working conditions
« Not discriminate against workers,
e.g. because of their gender, race or
disability

Ly

Sourcing of materials

« Avoid buying from businesses that
employ child labour

« Not buy from suppliers who do not
produce in a sustainable way (unless this
cannot be avoided).

Ethical considerations.
in business

v
Treatment of customers and

marketing decisions
« Be careful not to overcharge customers
« Avoid making false claims about goods or
services in advertisements
« Avoid putting customers in danger by
selling dangerous products or providing
unsafe services.

Figure 6.1 Ethical considerations in businesses
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Advantages of
quality control

— 7

Disadvantages of
quality control

B

_ — —
Stops poor quality | | Production can Producing good It does not Inspection can be It does not.
goods and services| | continue while quality products prevent waste. costly (unless done| | encourage
being sold. inspection takes | | will improve by machines). workers to be
place -output is reputation of this responsible
not affected. business. for quality.

Figure 4.3 Advantages and disadvantages of quality control
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Lectures
« Good for giving out information
o people.
« Not good for improving skills —
practice is better.

Role play or simulation

« Good for practicing what to do
in a pretend situation, for
example, how to deal with a
difficult customer.

« Difficult to prepare workers for
every type of real-ife situation
they may have to deal with.

Demonstrations
« Good for showing how a job
should be done.
5| + The worker will still need to
practise the skill

Off-the-job
training

Reading and reflecting on

online materials (e-learning)

« Good for learning about a task
and different situations.

« The worker will need to practise
what they have learnt in the real
world.

Figure 3.9 Types of off-the-job training
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Creativity
Thinking up ideas
and solving problems,
e.g. thinking of new
products to meet consumer
needs or thinking of better
or cheaper ways to
make goods or
provide services.

Confidence Risk-taking

et | oot [ gt
own ability to make CRSHUSPIS b other people’s
things happen money atrisk

Figure 1.2 Characteristics of an entrepreneur
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Sole trader

Suitable for start-ups that:

« only need a small amount of
finance

« usually have a low financial risk

« require limited or non-specialist
skills.

Partnership

Suitable for start-ups or established

businesses wanting to grow that:

« need larger amounts of finance
(than sole traders)

« have a fairly low financial risk

« need a wider range of skills
(than sole traders)

« have owners who want to keep
control of the business.

Suitability of different

Figure 1.5 Types of businesses

Public limited company

Suitable for an established

business that:

« wishes to grow

« needs very large amounts of
finance

« has a very high financial risk.
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Sales

1Introduction:

The product is
new, sales are
just beginning.

2 Growth:

Sales grow
quickly.

3 Maturity:

Sales reach their
peak.

4 Decline:

Sales begin to
fall

Figure 2.5 The product life cycle
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Pay (wage or salary)

« Awage is usually paid weekly and is
based on the number of hours worked.
An extra amount per hour can be paid
for overtime or unsociable hours. It
motivates workers because the more
they work the more they earn.

« A problem is that a wage does not
reward workers for how well they work,
only how long.

« Asalary is an annual sum divided into
12 monthly payments. A salary is often
paid to professional workers such as
teachers, accountants, HR managers.

« It motivates workers as they receive a
regular income.

Bonus

« A payment that a worker receives in
addition to their pay, usually for mesting
a production or sales target. A bonus is
often paid to individuals or teams whose
output can be measured.

« It motivates workers because the more.
they produce or sell, the more they earn.
It improves their productivity.

« Targets need to be fair and realistic or
workers will not feel motivated.

Financial methods
of motivation

Profit sharing

 Workers are paid a part of the profits
of the business.

« Aprofit share may be paid to workers
whose individual output cannot be
measured.

« it motivates them because they know
if they work efficiently, the business
will make more profit and it will
increase their income.

« Adrawback is that it reduces the
profits for shareholders.

Figure 3.8 Financial methods of motivation






OEBPS/images/93-1.gif
Output - cans | Totalvariable | Total fixed Total Total

of deodorant costs (£) costs (E) | costs [E) | revenue (£)

0 0 8,000 8,000 0
2,000 2,000 8,000 10,000 4,000
4,000 4,000 8,000 12,000 8,000
6,000 6,000 8,000 14,000 12,000
8,000 8,000 8,000 16,000 16,000
10,000 10,000 8,000 18,000 20,000
12,000 12,000 8,000 20,000 24,000
14,000 14,000 8,000 22,000 28,000
16,000 16,000 8,000 24,000 32,000
18,000 18,000 8,000 26,000 36,000
20,000 20,000 8,000 28,000 40,000
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,  oreakceven chart - Silver Ridge Guest House, perweek
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Figure 5.3 Break-even chart for the Silver Ridge Guest House
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Identifying the market, for
example, the age, gender and
income of target customers.

Business plan

Identify the finance needed to
start up or grow the business and
how this will be achieved, for
example, selling shares, obtaining

a loan or overdraft.

\
Identifying the resources
needed to operate the business,
for example, workers, type of
equipment or machinery to
be used.

Achieve the business' aims
and objectives, for example,
making a profit, expected sales,
achieving social objectives.

/

Figure 1.4 A business plan details how a business intends to achieve its

objectives
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POINT OF SALE
PROMOTIONS ADVERTISING
Price reductions (or ‘sales) Social media

To sell off old stock, for example, old models|
of cars, winter clothes as spring approaches
The disadvantage is that the business will
make less profit (or even a loss) than if the
product had been sold at a higher price

A cheap way of communicating with large
numbers of people as well targeting
customers. Facebook and Twitter are good
examples of this. However, not everyone

'

uses social media.

Competitions

A person who buys a product is also entered
in to a competition, for example, a voucher
fora free holiday could be included in a
number of bags of crisps. Customers ‘win’
by finding a voucher.

!

Websites

Alot of information can be provided for
potential customers, including written
information, diagrams and videos. Content
type depends on how much the business
can afford to spend. It costs a business
money to keep its website up to date.

Loss leaders

Some goods are sold at a loss to encourage
customers to come to the shop in the hope
that they will do all their shopping there. For
example, Tesco may sell petrol cheaply to
attract customers and it will make its profits
on the groceries those customers buy.

v

Television
This s often expensive, but TV advertising
is good for reaching a wide audience
Advertisers will know what channels and
programmes potential customers watch.

v

'

Free samples
These are given to tempt people to buy the
product, for example, customers may be
offered small pieces of cheese in a
supermarket o they can try it

Print media

This includes newspapers (local and national),
magazines and leaflets. Businesses can target
their market, for example, a local plumber
would use a local newspaper, a supermarket
chain a national paper, a fast food outlet could
post leaflets through doors in the local area.
However, many people do not read newspapers
and leaflets are often ignored

!

Radio
This is cheaper than TV and usually suitable for,
local advertising but products cannot be seen.

Figure 2.7 Point of sale promotion and promotional advertising
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Issue

Responsibility

What the
business
must do

When the
law is broken

Production of quality
goods and services

v

v

safety of goods

v

Good and services produced must
be of a good standard - it for
purpose’ and ‘of satisfactory.
quality’.

Goods and services must be
as described.

Goods and services must be safe
to use — they must not lead to a
risk of injury or death.

v

v

v

The business must be legal,
decent, honest and truthful
in its advertising.

The business must make sure the
design of its product is safe and
that services are provided in a
safe way.

12

v

« The business will need either to
replace or repair a faulty good or
provide a refund.

« The business may lose a sale.

« It will cost the business to replace
or repair a product.

« The business may gain a
reputation for poor quality,
leading to a reduction in sales.

« Goods can be returned by the
consumer which costs money.

« The business may gain a
reputation for poor quality,
leading to a reduction in sales.

« The business could have to pay out
a lot of money in compensation for
causing injuries or death.

 The business may gain a reputation
for poor quality, leading toa
reduction in sales.

« The business will have to stop
selling the unsafe product or service
which can cost money.

« The business may be forced to close.

Figure 4.6 Consumer law and its impact on business
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Uses of break-even
forecasts

Planning how much
to produce

I

The forecast shows
how much the
business must sell to
break-even.

AN

Planning the price
to charge

l

If the business does not
think it can sell this
amount, it may decide not
to produce at all.

If the business thinks it can
sell this amount, it may
decide to produce this
amount initially and then
increase production as
sales begin to reach the
break-even level.

The business may decide to
increase the selling price in
order to increase revenue
and reduce the break-even
output. However, if the
market is very competitive,
this may not be possible.

The business could try to
reduce costs, e.g. by

buying materials or stock
from a cheaper supplier.

Figure 5.4 Uses of break-even forecasts
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Product promotion
Decisions on advertising method, use
of PR and promotions will be influenced|
by the culture in the countries where
the business wishes to sell ~ how the

Income level
Incomes are higher in some countries
than others. Lower cost products may
be produced for sale in lower cost
countries. TATA produces some
very low priced vehicles (about £1,500)
for sale in India, but higher priced
vehicles (e.g. those produced by
Jaguar and Land Rover) for sale in

people live and what they value. other countries.

N/

International branding
considerations

Legal issues
Laws on what can be sold and how
goods can be advertised vary between
countries, e.g. alcohol cannot be sold
to those under 21 in many US states.

Bribery
Bribery is accepted (and expected)
in some countries, but not in others.
Businesses need to decide if they
should bribe people to sell their
products or not.

Figure 6.6 International branding considerations
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Global buying and selling
Businesses buy and sell goods
and services from and to each
other, e.q. finished goods to
retail, components to use in
manufacturing goods and
senvices, such as accountancy,
shipping, insurance and

advertising.
Globalisation - how
businesses
are interconnected
Global movement of people Global movement of capital
Businesses may recruit workers Businesses may raise
from other countries and send investment money from other
workers to work abroad. countries by borrowing money
and selling shares.

Figure 6.4 Globalisation of businesses
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Possible impacts on businesses of rising income and employment

|

Many businesses wil
experience an increase
in sales as consumers
have more money to
spend.

Businesses may increase
production and profits
may rise.

}

Businesses that
produce cheaper
goods and services
may experience a fall
in sales as people
switch to better,

more expensive goods.

Figure 6.2 Possible impacts on businesses of rising income and

employment
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Staff develop skills
and gain
qualifications.

Staff are paid
while they
develop new
skill.

f

Can motivate workers,
leading to an increase in
output, improvement
in quality and reduction

Benefits to
employees of staff!

Can help to overcome
a skills shortage.

in costs.

Benefits to

Can improve staff

> retention, saving on the

development

businesses of
staff development

costs of recruitment.

Can help the business
to meet its future
staffing needs.

Figure 3.10 Benefits of staff development to businesses and employees
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Marketing involves the 4Ps:

Price, product, place and promotion (sometimes a fifth P, packaging, is added to the list)
because the information it produces will help business to decide its marketing strategy.
(See Section 2.4 for more detail on the 4ps.)

Market research aims to find out information about the target market:
« Their age — children or adults, young or old.
« Their economic status ~ rich or poor, do they want high or low quality goods or services.
« Their culture ~what motivates them, what do they enjoy.
« Where they are ~urban o rural areas, in the north, the Midlands or the south, in the
UK or abroad.
« What they want in a product or service — style or function, large or small size, hot or cold.

Good market research helps a business to be successful and avoid expensive

mistakes by finding out:

« The product or service customers want.

« The price its customers are willing to pay.

« The design of the product that will be attractive to customers.

« How many products customers will buy and so how many it should buy-in or make

« How to target customers — which media to use, what message to put out, what language
to use.

« Where and how to sell its goods and services — through retailers, either online or on the
high street, through personal sales representatives.

Figure 2.2 Market research
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lable 2.1 Secondary research methods

Method of secondary
research

UK Census data

® The national census
finds out information
about all UK households
every 10years.

@ Itincludes information
about the numbers
of people living in the
household, their income
and where they live.

Advantages

® Information comes from
a lot of people - almost
the whole population of
the country.

® lItis already collected
and analysed, reducing
the cost to business.

advantages

Information has not
been collected to
meet the specific
needs of the
business.

The information
will need careful
interpretation.

Data from
newspapers and
magazines

® Articles in publications
often describe people’s
interests and current
fashions.

® Such information is up
to date, cheap (involves
only the cost of the
newspaper or journal or
may even be available
free on the internet) and
is a good source of ideas.

Information will
be general and
not specific to the
business.

Data from websites

® Information about other
companies can be
found, including what
they sell and the prices
they charge.

® Cheap to collect and
readily available. Such data
can help a business decide
what to produce (and what
not to produce) as well as
the price to charge.

The information
will need careful
interpretation by the
business.

Internal data

@ This is data collected by
the business about, for
example, its past sales
and profits as well as.
customer feedback.

Cheap to collect, readily
available and is specific to
the business.

Datais historical - it
looks at what has
happened, not what
will happen.
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Benefits of providing
quality goods and services

AN

Waste is reduced

The number of goods which are

“rejects" s reduced. This reduces

« recalls of defective products

« the return of products from
dissatisfied customers

« goods having to be sold as
“second’a lower price and profit
(seconds are goods that have a
minor fault)

The business gains a good reputation
Satisfied customers will:
« buy in the future from the
business, so it retains customers.
« recommend the business to others,
50 the business gains customers
« reduce the risk of the business

developing a poor reputation, so
it does not lose customers.

Figure 4.2 Benefits of providing quality goods and services
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Owner - Joe Johnson

|

Designer - Amna
Johnson

12

Shop manager -
Myiesha Oman

T

12

Production
manager - Vafi
Oman

12

Buyer -~ Zac Doyle Shop assistants x 4

Production
assistants x 2

Figure 3.3 Organisation chart for J.J. Jewellery
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Robotics
Robots are machines that are programmed
to do work such as welding, tightening
bolts and paint-spraying in the production
of cars

Computers
Computers can be programmed to control
machines Workers use computers to help
them do their work, e.g. keeping accounts
on spreadsheets, witing leters.

Use of technology
in production

|

Automation

Machinery completes repetitive tasks without

continuous input from an operator, for example:

« a machine to fill tins of paint and put lids
on them

« sensors to control heating systems

« sensors used to automatically control the
direction and speed of a vehicle

« avending machine to automatically
dispense food and drinks.

Figure 4.1 Use of technology in production
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Another furniture manufacturer

Benefits:

« Each factory can specialise in a particular
type of furniture.

« One factory could be closed if not
needed, reducing costs.

« It can gain economies of scale, reducing
costs.

A perfume manufacturer

Benefit:

« Risk s spread, success does not rely
only on furiture sales.

Horizontal growth —the
producer is at the same

Diversification — the
producer is in an

stage. unconnected line of
Furniture business.
manufacturer
Backward vertical growth - Forward vertical growth -
the producer i at an earlier the producer is at a later
stage in production. stage in production.
Fumiture retailer
Benefit:

Figure 1.9 Types of external growth

« The manufacturer is guaranteed
somewhere that will sell what it
produces to consumers.
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« Do we need external finance
or can we finance it ourselves?

« Do we have savings or retained
profits to use or assets such as
machinery we can sell? If not,
external finance is needed.

« How long do we need the
finance for?

« it just for the short term, e.g.
to help with cash flow?

« Will we need the money to pay
for a long-term investment plan
such as expanding the business
over 10 years?

Questions to ask when
deciding on a source
of finance

« Do we want to keep control
over the business as owners?

«Willit help if other people
become owners, providing
more money and, perhaps,
more expertise?

Figure 5.2 Questions to ask when deciding on a source of finance
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Cash flow forecast - Bowton Garag

January February March

£ £ £
Cash inflow
Sales 35,000 25,000 30,000
Total inflow 35,000 25,000 30,000
Cash outflow
Materials 8,000 8,000 6,000
Electricity and gas 1,000 1,000 1,000
Rent paid for premises 2,000 2,000 2,000
Wages 14,000 A 14,000
Total outflow 25,000 22,000 23,000
Net cash flow 10,000 3,000 7,000
Opening balance 5,000 15,000 18,000
Closing balance 15,000 18,000 B
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Channel 1 (>

Producer

>

Consumer

>

For example, goods sold
by a farmer from a farm
shop o one business
selling to another

business.

Channel 2 (>

Producer

>

Retailer

>

Consumer

For example, goods sold
by an electronics
company to a big retail
chain such as Currys.

Channel 3 >

Producer

>

Wholesaler

>

Retailer

>

Consumer

>

Figure 2.8 Physical distribution channels

For example, goods such
as Heinz baked beans
sold to a regional
wholesaler to be sold
on to local retailers.
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Gross profit x 100
Total revenue
= Gross profit margin
£20,000 x 100
£35,000

=571%
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Three purposes of business enterprise and entrepreneurship

Spotting an opportunity Developing an idea Satisfying customer needs
« Spotting a gap in the market « Designing the product or « Producing the product or
 Improving a product or service providing the service
senvice already provided « Planning production « Marketing the product or
« Producing a product or service
senvice more cheaply

Figure 1.1 Main purposes of business enterprise and entrepreneurship
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Net promit x 100
Total revenue
= Net profit margin
£8,000x 100
£35,000

=22.8%
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Survival

« Concerned with a business
ability to continue to trade in the
long term.

« Businesses may survive for a
short period without making a
profit.

Profit

« The reward to owners for taking
arisk by investing their money in
the business.

« Many businesses seek to
maximise profits for the benefit of
the owners.

Business
objectives

Figure 1.6 Business objectives

Providing a service
« Some owners want the satisfaction
of giving customers a good service
(provided they can make an
amount of profit that satisfies
them).
« Can be seen as a way of
making a profit as customers
will return and new customers
will use the business.
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lable 2.4 The marketing mix and its effect on the product lite cycle of a mobile phone

Product life cycle stage

and exclusivity to people
who are interested in
new technology.

the phonetoa
wider market.

of the
phone to its.
competitors.

Marketing | Introduction Growth Maturity Decline

mix

Product @ Introduce a new, ® The phone ® Add new @ Introduce new features
high-tech phone. does not styles of to attract sales, for

change. the phone example, a larger

® Begin the to attracta memory or a better
process of wider range camera.
innovating of customers. | ® Be ready to introduce
and designing | @ Continue the the new model once
amodel to design and sales of the current
replace the development phone can no longer be
phone. process. extended.

Price ® Use price skimming to ® Reduce price | ® Maintaina ® Use promotional
make high profits from to maintain stable price. ‘reduced’ pricing to
the phone, because some sales. extend sales of the
consumers will be willing phone.
to pay the high price.

Place @ Sell through exclusive | @ Sell through ® Continue @ Continue sales through
shops to stress the awider range sales through awide range of outlets
product’s quality and to of shops awide range but reduce sales in
be able to sell at a high and online of outlets. outlets that are not
price. to increase selling many of the

custom. phones.

Promotion | ® Use targeted ® Advertise @ Continue to ® Advertise to raise
advertising to generate widely to advertise awareness of price
interest in the product stress the to highlight reductions.
and stress its quality benefits of differences ® Give special offers such

as free phone cases with
the phone to encourage
people to buy.
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Stage of
procurement

Identifying
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services to buy
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Receiving
deliveries from
suppliers

Figure 4.7 Stages in the procurement process

Influences on decisions

Examples

« Which season the business
is buying for.

« Changes in technology affect
the products a business sells.

« Changes in fashion and lifestyle
affect the products a business sells.

« Aclothes retailer needs to decide
what clothes it will sell during the
summer months.

« ATV retailer will need to decide
how many new types of TV to stock
and how many old ones.

« Afood store needs to decide if it
should sell more vegetarian meals.

v

« A furniture store will need high
quality stock.

« Next will want to obtain dlothing
from ethical suppliers (e.g. those
that do not use child labour).

A

« Abusiness completes an order
form stating what it wants and
sends it to the supplier.

« Abakery will need to send an
order for flour to the supplier.

v

Y

« Abusiness will arrange for
workers to receive the goods
and have an area where they
can be stored.

« The owner of a small shop may
put goods on shelves as they
arrive if they do not have much
storage space.
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The idea

“The people

Market research

competitors

« Identifying what the business will produce and sell and what resources
it will need.

« Identifying the aims and objectives of the business and how these
will be met.

« Identifying who will be involved.

« Identifying the human resource requirements the business will need to
operate, including the number of people needed and the skills and
experience they should have.

« Identifying the markets that the business will target.

« Identifying marketing actvites - price, product, place and promotion - to
make the business successful.

« Identifying the marketing resources needed.

« Identify the competitors.

« Identify how the product or service will be different to those of
competitors - better, cheaper?

Figure 1.3 Steps involved in developing a business idea
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lable 3.10 Non-financial methods of motivation

Method Praise Award scheme Working environme

Description | Workers are thanked Workers are presented Improving the workplace so that
and praised for the with rewards for their itis a pleasant place to work.
(good) work they have work. These might It can also involve listening to
done, either in private or | include vouchers for days | people and giving them a say in
publicly in front of other | out, holidays or simply the business or sending them on
workers. certificates of achievement. | team building activities.

How it It makes workers feel Makes workers feel valued | Makes workers feel well looked

motivates appreciated and valued. | and will encourage them after and that their opinions are
Those not praised may and others to continue to valued.
feel that they need to do | increase their efforts.
better to earn praise.

Advantage It does not cost the Cost of these rewards If workers feel valued they will

business anything and it
helps to create a positive
climate.

varies but not all are
expensive to give.

respect the business and their
colleagues, creating a positive
attitude to work.

Disadvantage

Sometimes if there is no
financial reward for good
work over a long period,
workers may feel that
they are not truly valued.

There is some cost to them.

They need to be given fairly
or workers who do not
receive an award may be
upset.

There is a cost to some of

this, for example, improving
the furniture or facilities in a
building or paying for activities.

Suitable for

All workers as everyone
likes to feel appreciated.

All workers as everyone
likes to feel appreciated.

Most workers, except for those
who work in conditions where
improvements to comfort are
difficult, such as those working on
a North Sea oil rig or in a mine.






OEBPS/images/92-3.gif
Annual average profit % 100

Cost of investment
- Annual rate of return





OEBPS/images/94-1.gif
Total fixed cost
Break-cven output = ——————————
Contribution per unit





OEBPS/images/92-4.gif
ER00 100 - 30%
£300.000





OEBPS/images/94-2.gif
Total tixed cost
Break-even output = ——————————————————
Price — variable costs per unit





OEBPS/images/12-1.gif
lable 1.2 Types of business ownership

Private ed Pul ted

Feature Sole trader company company

Easy to set up v Few forms to v Only needs a deed of | X The Registrar X The Registrar
complete. partnership (a written of Companies of Companies

agreement between requires legal requires legal

partners). documents, which | documents, which
take time to take time to
produce. produce.

Easy for the v The owner v The partners (usually) | v Shareholders XAnybody can

owner(s) to makes all the make decisions between | can restrictwho | buy shares.

control decisions. themselves. can buy shares.
Xltis possible that the
partners may disagree
which would lead to
problems making
decisions.
X The profits will have to
be shared between all
the owners.

Continuity X The business XA new deed of v The business v The business
stops when the partnership will be continues even continues even
owner dies. needed when an owner | if shareholders if shareholders

leaves or joins. sell their shares | sell their shares
or die. or die.

Business v Noinformation | v No information XThe publiccan | X The public can

information can

about profits

about profits must be

see information

see information

be kept private must be published. about the about the
published. business. business.

Raising finance X This is limited X Usually thereare only | v New v New
because thereis | afew partnerstoinvest | shareholders shareholders

only one person
to invest savings
and banks may
think they are
risky to lend to.
The business
cannot sell
shares to raise
finance.

in the partnership and
banks may think they are
risky to lend to. Ability

to raise finance may be
limited as a result.

X The partnership
cannot sell shares to
raise finance.

can invest and
banks are willing
to lend. Larger
amounts can

be raised than
sole traders and
partnerships
(usually).

can invest and
banks are willing
to lend. Large
amounts of
money can often
be raised.

Level of liability
(risk)

X Owner has
unlimited liability.

X The owners (partners)
have unlimited liability.

v The owners
(shareholders)
have and benefit
from limited
liability.

v The owners
(shareholders)
have and benefit
from limited
liability.

Workload

v The owner
makes all the
decisions but may
have to work long
hours.

XThe work is shared
between the owners, but
the fewer the partners,
the greater the workload
of each.

X Managers are
employed to make
decisions.

X Managers are
employed to make
decisions.
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Skimming Cost-plus pricing
A high price is charged for a new, better The cost of the product s calculated and
product to make a large profit, then the then an amount of profit is added to
price s reduced when competitor decide the price. Often used by
products start to be sold. businesses to make sure they make a

profit (assuming the goods sell at the

price decided).

Pricing methods Promotional pricing
The price is lowered to persuade

customers to buy stock that remains.
or to buy a product whose sales
are slowing down.

Competitor pricing

A business looks at the prices charged

by competitors before deciding its price.
It may want to be slightly cheaper or
slightly more expensive, or charge the
same, depending on how good the
product is and how it wants customers to
think about it — higher or lower quality or
about the same as competitors.

Figure 2.6 Pricing methods
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Application form

« The firm can specify the
information it needs and all
applicants will need to
complete a form.

« A good way to compare
applicants.

Letter of application

« The applicant uses this to
explain why they think they
are suitable for the job.

oltis helpful to see how well
the applicant’s information
is put together.

Tests and presentations

« The applicant’s ability for a

specific skill, such as typing,
can be tested. —

« A presentation enables the
applicant to demonstrate
their ideas and ability to
‘communicate.

Methods of
selection

[

« Asummary of the personal
details, qualifications and
experience of the applicant.

Reference

« A statement from a previous
employer to give information
about work done by an
applicant and how well they
did their job.

Group activities

« Applicants work together
on atask.

« Good for showing how well
people work with others.

Figure 3.7 Methods of selecting a job applicant
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Importance of
cash to a business

Provides liquidity and
enables a business

to meet its short-term
debis/expenses

Examples of expenses
paid using cash are:
material costs, wages,
power and rent

Figure 5.5 Importance of cash to a business
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1Increased sales
Each country has more.
potential customers.

2Risk is spread
Sales are not dependent
on one country.
Sales in one country may
be low, but not in al the
countries where the
business sells.

Figure 6.5 Advantages of being a multinational company

4 Tax avoidance
Multinational companies
can avoid paying tax by
locating part(s) of their
business in low tax
countries.
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Possible changes in business strategy when income and employment falls

| l ]

Production Human resources Finance
The business may The business may The business may
try to reduce try to reduce costs. try to reduce
costs by: by: costs by:

« reducing waste « improving worker | | » taking out
« improving worker productivity cheaper loans
productivity. « laying off workers | | « reducing its
to reduce the overdraft.
wage bill

Figure 6.3 Possible changes in business strategy due to a fall in income
and employment





OEBPS/images/81-1.gif
Calculating sales
revenues and
production costs.

Calculating the average
rate of return to
measure how well the
business is doing.

Calculating profit or
loss using sales revenue
and production cost.

Role of the Forecasting cash
finance function flow — expected
| revenuesand

expenditures (costs)
to decide if finance
(e.g. an overdraft)

is needed.
Arranging finance, Managing payments
e.g. from loans (wages, bills) and
or shares. receipts of money
(from sales).

Figure 5.1 Role of the finance function
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Identifying and understanding customers
« Who are they (male or female,
young or old, rich o poor), what do they
want, where do they live?
« Answers to these questions can be
found through market research.

Informing customers
« Advertise on TV, in papers, billboards,
social media (Twitter, Facebook).
« How much advertising a business does
will be infiuenced by what it can
afford and who it needs to inform.

Main purposes
of marketing

Figure 2.1 Main purposes of marketing
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Questionnaire
A set of questions sent out to selected
people in the post or asked online.
Advantages:
« Cheap to carry out.
« Easy to target customers, for example,
people who buy cameras online.
Disadvantages
« Peaple may not understand the questions,
« Peaple may not be interested in the
product, so may answer dishonestly or
not at all

Interview

A person asks an individual or a group of

people questions (in person or on the

phone) and records their answers.

Advantages:

« The questions can be explained.

« Its easy to target certain types of
consumers

Disadvantages

« Itis an expensive method.

« Not everybody likes being interviewed

Primary research
methods

s
Trialling

A product s sold for a short period, usually

in one region of a country. If it sels well the

business will go into full production

Advantages:

« A good way to see if the product is what
people want.

« Reduces the risk involved in producing
large quantities.

Disadvantage:

« The people or area tested must be
representative of the total market,
otherwise the findings will not help the
business.

N

Focus group.

Asmall group of people are asked to use a
product or think about an advertisement
and to give their opinion. The feedback
helps the business to re-design the product
or advert.
Advantage:
« The people chosen will be representative

of potential customers.
Disadvantages:
« Itwill only be a small group
« Itis usually costly to carry out

Figure 2.3 Primary research methods
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Communications about human resources

« Workers need to be recruited.
 Workers need to be appraised.

Importance of

« Problems between workers need to
be resolved

communication

Communications about finance

« The business may need to communicate with
the bank to arrange a loan.

>| « Bills need to be sent out and payment recorded.

« The accounts department need information
about sales and purchases to keep accurate
accounts.

Communications with government

Business operations communications

« The business will need to know the
government's rules and regulations about safety
and environmental regulations, for example.

« The business may ask the government for
help —with money or to change rules and
regulations to help it.

« The production team will need to know how'
many goods to make.

« They will need to discuss problems about
quality.

Figure 3.5 Importance of communication within different business divisions
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Organisation by product

Managing director

l—d'—l

Organisation by place

Managing director

l—d'—l

Product A
e.g. medicines

Product B
e.g. perfumes

Area 1
e.g. Europe

Area 2
e.g. North America

Figure 3.4 Organisation of a business by product and by place
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Increasing output
A business can increase the amount it
produces by:
« using resources more efficiently,
for example, using new technology
or training workers
« using up spare capacity, for example,
unused factory space
« increasing the capacity of the business,
for example, building a new
factory, opening new shops.

Gaining new customers

A business can gain new customers by:

« reducing its prices

« opening new shops in different locations

« better marketing, for example, a bigger,
more effective advertising campaign.

Organic growth

Increasing market share

A business can increase market share

by:

« increasing its own sales

« taking business from other firms.
(Note: a firm could keep sales constant
but its market share would rise if other
businesses sell less.)

Figure 1.8 Ways in which organic growth can occur in a business






