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Using your knowledge organiser for homework

Use the knowledge organisers and test yourself after learning.

1. Check the homework you have every day on the timetable.

2. Read a section of your knowledge organiser for the homework given.
3. Cover it up.

4. Write out what you remember.

5. Check the knowledge organiser to see if you are right.

6. Mark and correct your work using a green pen.

7. Remember your teachers will test you to see how much you remember

Do this every day to help commit the information to your long-term memory

How to present homework

1. Write the date, title and subject from the knowledge organiser.

. Underline using a ruler. Use a black pen to write.

. If your homework is on learning keywords, write the first five words in your exercise book. Leave two lines between each word.
. Cover the definitions apart from the first; read it, cover it, say it in your head and check it.

. If you got it right, move on and quiz yourself on the rest in your head, one by one.

. Cover up all definitions and write them out from memory

. Correct your answers using a green pen

0 N o WD

. Repeat the process for other tasks
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111 Why new business ideas come about:

The dynamic ® changes in technology
nature of ® changes in what consumers want
business ® products and services becoming obsolete.

How new business ideas come about:
® original ideas
® adapting existing products/services/ideas.

Key Definitions:

Enterprise
Business Enterprise involves starting something of your own. It is usually

a business but it might also be a charity or sports club.

Entrepreneurship

An entrepreneur is willing to put his or her career and financial security
on the line and take risks in the name of an idea, spending time as well
as capital on an uncertain

venture.

Why do new business ideas come about?

1. Changes in consumer demand

New business ideas come about because of changes in what consumers
demand. For example, Activia yoghurts have recently experienced a
decrease in demand. This may be because of consumer taste e.g. they now
prefer Greek-style yoghurt.

How do new business ideas come about?

Why do new business ideas come about?

2. Changes in technology

New technology is a cause of new business ideas. 3G was launched in 2004
but no mobile phone devices could use it. Apple developed the iPhone in
2007. This was the first mobile phone that could use the 3G technology.

Why do new business ideas come about?

3. Products and services becoming obsolete

A product or service is obsolete if no one wants it any longer. There is no

longer great demand for chimney sweeps, as few people have an open fire.

As people change their behaviour some businesses become irrelevant.

1. Original Ideas

These are ideas that have not been done before. For example the launch
of the iPhone in 2007 which was 3G enabled. This allows a business to
gain a competitive advantage over their rivals.

2. Adapting existing products/services

Developing new products based on the original one such as Wall’s white
chocolate magnum.




Subject Content What students need to learn?

1.1.2 Risk and Reward  The impact of risk and reward on business activity:
e risk: business failure, financial loss, lack of security
e reward: business success, profit, independence.

Rewards:

1. Business Success
2. Profit and wealth
3. Independence

: costs. If the figure is positive, then the business has made a

Risk is about chance. What is the
chance that a particular outcome
will occur?

Risks are taken in the hope they will profit. This is the main aim of most businesses!

generate rewards . .
Independence = being able to make your own decisions

and be your own boss.

Why are entrepreneurs concerned
about the following risks?

Reason:

Business failure

Half of UK business start-ups fail within five years. This means they are
no longer able to keep trading. It can also be very expensive if they
have invested a lot of money.

Financial loss

If a limited company gets into financial trouble they are personally
protected from the losses. However, an unlimited company is not.
Their own possessions may be seized to cover the debt.

Lack of security

When you start a business you are not guaranteed to get paid each
month unlike a regular job. If you have responsibilities this can be a
worry.




| Subject | What students need to learn?
Content
1.1.3 The role of business enterprise and the purpose of business activity:
The role of @ to produce goods or services
business ® to meet customer needs

enterprise ® to add value: convenience, branding, quality, design,
unique selling points.
The role of entrepreneurship:
® an entrepreneur: organises resources, makes business
decisions, takes risks.

Adding Value Example!

* Tyrrells Potato Chips

— Will Chase had been farming potatoes
for 20 years (loss-making})

— Wanted to produce something with
more added value

- Came up with idea to make hand-fried
chips with distinctive flavours and
packaging

— Successfully created a premium
product and turmed Tyrrells into a
profitable business

The role of business enterprise and the purpose of business activity:

1. To produce goods and services

A business needs to make goods and services that satisfy consumers wants and needs. The profit made is ° Physical resources e.g. premises,
reinvested by businesses, leading to further growth. Business enterprise has an important role to play in kitchen equipment

society by creating jobs and wealth.

2. To meet customer needs

A business needs to meet customer needs by offering them products and services that they want. A business 2. Making important decisions e.g

will not succeed if they are unable to do this.

3. Adding Value

Adding value is the difference between the price of the finished product/service and the cost of the inputs

involved in making it. There are a number of ways of adding value:

e Convenience and speed: in Britain most people will pay extra to save their own time e.g. takeaways

are more expensive than cooking your own meal from scratch.

e Branding: A Nike tick adds tens of pounds to the ‘value’ of a pair of trainers. A Mercedes badge adds

thousands of pounds to a new car.

e Quality and design: Good quality and well-designed products command higher prices as they are more

desirable

e Unique selling point (USP): an original feature that competitors aren’t offering which customers are

willing to pay more for.

The role of a café entrepreneur:

1. Organising resources:

e Daily resources e.g. drinks,
crockery
e Human resources e.g. good chef

closing a loss making café
3. Taking risks e.g. opening a caféin a
new location




Subject Content | What students need to learn? '

121 Identifying and understanding customer needs:
Customer needs @ what customer needs are: price, quality,
choice, convenience

e the importance of identifying and
understanding customers: generating sales,
business survival.

Customer

Convenience
Needs

Identifying and understanding customers

Identifying customers: Finding out who they are including the following:

Age

Gender
Incomes

Where they live
What they want

Understanding customers: Learning why customers do what they do, making it
easier to see how to make a product that better suits them.

If a business understands their customers, they can develop a product that they
want to buy. As long as it is priced correctly, sold in the right place and marketed
effectively, the business is likely to be successful.

They are more likely to generate high volumes and sales and survive for a long
period of time.

Key Terms:

Price: For most people price is a critical factor when purchasing. The price point
needs to be in line with the type of product and its key features.

Quality: To a customer quality means getting what they want or perhaps better
than expected. Businesses aim to delight their customers.

Choice: Giving customers options and increasing the chance that the product will
be perfect for the tastes/habits of one type of customer.

Convenience: Making life easier for customers, perhaps by a great location (next
to a bus stop) or a product that saves time in preparation or consumption.




'SUbje'ct Content | What s'tyden_ts need to learn?

122 The purpose of market research:
Market research e to identify and understand customer needs
e to identify gaps in the market
e to reduce risk
® to inform business decisions.
Methods of market research:
® primary research: survey, questionnaire, focus group,
observation
® secondary research: internet, market reports, government
reports.
The use of data in market research:
e qualitative and quantitative data
® the role of social media in collecting market
research data
® the importance of the reliability of market research data.

The purpose of market research:

1. Toidentify and understand customer needs - what do they want?

2. Toidentify gaps in the market — this allows them to identify which customer
requirements are covered and which are not.

3. Toreduce the risk of spending a lot of money on developing a product that
nobody wants

4. Toinform business decisions — by conducting market research a business
can make informed business decisions that are more likely to be successful.

Key Definition: Market research involves gathering
information about consumers' needs and preferences.

Methods of Market Research:
Primary: New research the business carries out themselves.

e Surveys

e Questionnaires
e Focus groups

e Observations

Secondary: Research carried out in the past either by the
business or somebody else.

e Internet
e Market reports
e Government reports

The use of data in market research:

Qualitative data: In depth research into opinions and views. It can
provide an insight into why consumers buy what they buy. (Detailed)

Quantitative data: Factual research that is based on statistics and data.
(Numerical)

If it is not, then this could influence the business to make the wrong decision.

The role of social media in collecting data: Social media feedback has now become invaluable. E.g. 48.9% of 7000 Center Parcs visitors rated the experience
excellent. This provides quantitative information. Individual comments are also very useful. This provides qualitative information.

Importance of reliability of market research data: Market research is important however you need to be careful that the information is actually valid and reliable.




Subject Content | What students need to learn?
1.2.3 e market mapping to identify a gap in the market and the
Market competition.
segmentation

Market mapping measures where existing brands sit on a two factor grid.
For example, high/low quality and high/low price.

High
Quality
1

Low

High

Price *

]
Low

Market map of the chocolate market!

" Price

Market mapping involves setting out the key features of a market
on a diagram, then plotting where each brand fits in.

Businesses use market mapping to identify gaps in the market or
to show where a particular section of the market is overcrowded.

They aim to produce a product that fills the gap in the market.

If they can do this successfully, there is more chance that the
product will be successful as that part of the market is not

Key Terms:

The Competition: companies operating in your
market or market sector.

Gap in the market: An area on a market map where
few or no existing brands operate, implying a
business opportunity to fill an unmet consumer need.




Subject Content What students need to learn?

1.2.3 How businesses use market segmentation to target
Market customers:
segmentation e identifying market segments: location, demographics,

lifestyle, income, age
e market mapping to identify a gap in the market and the
competition.

Market Segmentation:

Market segmentation means dividing customers within a market into smaller
groups with common wants or needs. The business then creates/finds a product
or service that fulfils those wants or needs.

KR

Segmentation methods:

Location: Are their regional differences in preference?
E.g. Yorkshire tea in the North of England.

Income: Is their income high or low? What is their
disposable income like?

Lifestyle: Are they vegetarian? What are their
hobbies/sports?

Age: Which age bracket should you focus on? Under
18’s? Over 50’s?

Other demographic factors: Gender, race religion?

Other
demographic
factors

Segmentation
methods




Sﬁbject Content | What étﬁdénts need to learn?

LR Understanding the competitive environment: Competition forces businesses to be at their best — always!
The competitive e strengths and weaknesses of competitors based on: price,
environment quality, location, product range and e Offer good products and a good service

customer service e Keep prices down

e the impact of competition on business decision making. e Bring in new, innovative products or services to break

away from fierce price competition.

Fierce competition may force a firm to:

The competitive environment: e  Cut costs by cutting staff — bad for the staff and also

service may decline
e Tale short term action such as price cutting which
may damage the long term health of the business
e Adopt unethical practices such as dumping waste
materials or injecting water into meat to plump it

up

The strength of competition between companies in
the same market.

What are the strengths and weaknesses of your
competitors:

e Prices: What do they charge for their products?
e Quality: This is now more important than ever
before, if your competitor’s products are poor

Careful analysis of the local

quality it could lose them customers. competition is a must for a
e Location: Location, location, location! Is still as new business! If all rivals are ﬂ {/ {/

with loyal customers but if a new business opens decide not to set up at all.
up in a better location they may be in danger. Unless you know how you

e Product range: it is important to have a range of can be better than the
different products so all customer needs can be
met or they will go to a competitor.

e Customer service: Customers expect efficiency. ,
speed and politeness. In some areas after sales
service is just as important.

important as ever. You may have a good business /.
really strong, you may -
—

competition, you should not
risk your money.




Subject What students need to learn? Aim: Business aims are the broad targets that an entrepreneur has
Content at the back of their mind.

131 What business aims and business objectives are.

Business  Business aims and objectives when starting up: Objective: Business objectives are clear, measurable targets of how
aimsand e financial aims and objectives: survival, profit, sales, to achieve business aims. (The stepping stones for how they are
objectives market share, financial security going to achieve them.)

e non-financial aims and objectives: social objectives,
personal satisfaction, challenge, independence

and control.

Why aims and objectives differ between businesses.

Specific Measurable | Achievable
Financial Non-Financial
Survival Personal satisfaction
Break even Challenge G
Improve reputation Independence O A

. What How wiill you Is it in your Can you
Increase motivation of staff Control doyouwant know when power to realistically
to do? you've accomplish it?  achieve it?
Increase market share Helping others reached it?
To grow Being your own boss
A : Charities, social enterprises and voluntary organisations — their aims
To sell in a new market — e.g. abroad Something to be proud of 4 P SR

and objectives are led by the beliefs they stand for e.g. Divine

Chocolate want to support the cocoa growers by giving back profits to
Ethical and socially responsible objectives — organisations like the Co-op or the help them get education and jobs so they are no longer living in

Body Shop have objectives which are based on their beliefs on how one shoul
treat the environment and people who are less fortunate

poverty

JT

Public sector businesses like the leisure centre, schools, doctors or library in Witney are run to

not only generate a profit but provide a service to the public. This service will need to meet the

needs of the less well off in society or help improve the ability of the economy to function: e.g.
cheap and accessible transport service




 Subject

‘What students need to learn?

Content

13.2 The concept and calculation of:
Business ® revenue

revenues, costs @ fixed and variable costs

@ total costs
e profit and loss
@ interest

and profits

Before a business starts to sell their products and services,
money needs to be spent setting up the business so it can run

properly.

START — UP COSTS
Start-up costs are not paid on a regular basis and are often one
off. E.g. buildings, equipment and machinery.

RUNNING COSTS

A business will also have costs that they have got to pay regularly
as a normal part of trading. These are usually paid monthly.
These are known as running costs. Eg. Rent, raw materials,
wages.

COSTS are the spending that is necessary to set up and run a business.

FIXED COSTS

Are costs that DON’T change when sales go up or down i.e. they DO NOT vary with
output. E.g. Rent, salaries, insurance.

VARIABLE COSTS

Are costs that DO change when sales go up or down. i.e. they DO vary with output.
E.g Raw materials, electricity, wages.

Variable Costs = Variable cost per unit x Output

TOTAL COSTS
All the costs a business must pay in a set period of time.
Total Costs = Fixed Costs + Variable Costs

()

REVENUE

Revenue is the money generated from selling products/services. It is often referred to as

sales revenue. Revenue = Selling price x Quantity Sold
PROFIT

Profit is the amount of money the business has to keep once all costs have been covered.

Profit = Sales Revenue — Total Costs

If the figure is positive, the business has made a profit. If it is negative, the business has
made a |oss.

INTEREST

Interest is the cost of borrowing money. When you take out a bank loan you must may
back the amount with interest. E.g. a loan of £100 at a rate of 5% interest you pay back
£105.

It is also the reward for saving. If you saved £100 in your bank account with an interest rate
of 1%, by the end of the year you would have £101 in your account.




Subject What students need to learn?
Content

132 ® break even level of output
Business © margin of safety.
revenues, Interpretation of break even diagrams:
costs @ the impact of changes in revenue and
and profits costs

® break even level of output

e margin of safety

® profit and loss.

Calculating break even without using a graph.

Break even charts can be time consuming to make so
often a formula is used instead:

BREAK EVEN = FIXED COSTS
(SELLING PRICE — VARIABLE COST PER UNIT)

BREAK EVEN =

The point at which sales revenue = total costs. At this point the business is nether
making a profit nor a loss.

Total sales

100
a0
80
70
60
50
40
30
20
10

Fixed dosts

Variable i:osts
! Margin of
safety =
25,000 units

Sales and costs (£'000)

MARGIN OF SAFETY =

The difference between the break even level of output and actual level output.

MOS = CURRENT OUTPUT — BREAK EVEN OUTPUT

In this example = 90,000 — 65,000 = 25,000 units
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| \{Vhat studevnts‘need to Ieam, i Key Definitions:

Content

' ' ; Cash: ‘The money a firm holds in notes and coins and in its bank account.’
133 The importance of cash to a business:

Cash and e to pay suppliers, overheads and employees Cash Flow: ‘The movement of money in and out of the business.’
cash-flow e to prevent business failure (insolvency) Cash Flow forecast: ‘Estimating the likely flows of cash over the coming months
e the difference between cash and profit. —therefore showing the state of a business’s bank balance

Calculation and interpretation of cash-flow forecasts:

@ cash inflows
@ cash outflows

® net cash flow Cash is like air; profit is like food. You need cash all the time but you can
© opening and closing balances. survive for a while without profit.

Why is cash important?

Cash is needed to: Cash and profit are
Cash Flow DIFFERENT - you
Cash flow is the money that flows into and out of the business on a day o Pay suppliers need to remember >
to day basis e Overheads e.g rent this and understand
e Employee wages the reasons why
Money that flows INTO the business are known as CASH INFLOWS L___\/\
Monev that flows OUT of the business are known as CASH OUTFLOWS

If a business does not have enough cash to pay for these things it is likely they
will fail as they will have become insolvent. (Not enough cash topay their

IN ouT debts.)

*Sales ePurchase of Cash i P "
w for
sLoans from banks stock/.raw dsh Tow Torecas
materials

sinterest on ) e CashIN
money in the bank *Wages/salaries e CashOUT
{savings) *Interest on loans e Net cash flow — the difference between cash in (inflows) and cash out (outflows).
eSale of an asset «Bills {electricity) You want this to be in CREDIT
(e Loery) sRent/mortage * Opening balance — a businesses cash position at the start of the month (Use last

sManey invested
by a businesses
owners

months closing balance)
* Closing balance — how much a business has at the end of the month. It is calculated
*Business rates by: adding the net cash flow and the opening balance. This figure then becomes
*Start up costs the opening balance for next month

eTaxes

*Grants from
governments




Subject What students need to learn? ' Short term finance:
Content ' '

This is money the business borrows and pays back within one year.

1.3.4 Sources of finance for a start-up or established small
Sources of business: Long term finance:
business e short-term sources: overdraft and trade credit . . . .
. : This is money the business borrows and pays back over a long period of time,
finance ® long-term sources: personal savings, venture capital,
share capital, loans, retained profit and crowd funding. over one year.

Short Term Finance

Long Term Finance

Overdraft: This allows a business to spend more
money than it has in its account. The bank and
business will agree on a limit and interest is

charged when the account goes overdrawn. Venture Capital: These are industry experts who invest in small and medium sized businesses in
return for a stake in the company.

Personal savings: Owners may be planning to set up their own business for a number of years. This
will involve regular saving in order to have enough capital to set up the business/keep it running.

Share capital: This is money raised through the selling of shares in the business. There are two main

Trade Credit: This is when businesses buy raw types — ordinary shares and preference shares.

materials and components and pay for then at a
later date, usually within 30-90 days. Bank loans: This is an arrangement where the amount borrowed must be repaid over a clearly stated
period of time, in regular instalments. The amount is paid back with interest.

Retained Profit: Profit kept within the business that is not paid out in dividends to the shareholders.
This source of finance is the best if the business wants to expand.

Crowd funding: Raising capital online from many small investors to fund a project. (This does not
involve the stock market)




The concept of limited liability:

| Whatstudents need to learn? e

Unlimited liability:

If the business gets into debt, the owner of the business is

141 liable. They will need to find the money to pay off these
The options @ limited and unlimited liability debts. This could mean they have to sell off their car or
for start-up e the implications for the business owner(s) of limited and house té coverthe debt.
and unlimited liability.
small The types of business ownership for start-ups: Limited Liability:
ikt b partnersh.l PR enien cempany If the business gets into debt, the shareholders are not required
e the advantages and disadvantages of each type of
’ 5 to pay these off. The shareholders only lose the money they
o e o originally invested in the business, no more
The option of starting up and running a franchise operation: Binally ’ ’
e the advantages and disadvantages of franchising.
Description Advantages Disadvantages
Sole Trader Owned and controlled by one person, who usually e Easytosetup e Finance difficult to raise
also manages the business. e Own boss e No established reputation
e Keep all profits e Unlimited liability
Partnership Controlled and owned by 2-20 people. Each have e Shared workload e Disagreements
® ®

a share in the business. All or some of the
partners manage the business

Share ideas and expertise

Share profits with partners

Private limited

Owned and controlled by a group of private

Control over who sell shares

Shares can only be sold to

company individuals. Shares can be sold to family and to family and friends - not as
friends NOT TO THE PUBLIC. e Seen as reputable due to easy to raise finance as a
private limited company public limited company
status e Dividends (share of the
e Limited liability profits) must be paid to
shareholders
Franchising (buying Paying a franchise owner for the right to an Benefit from brand image e Royalty payments to
into a franchise like established business name, branding and business e Loyal customers franchisor (% of profits goes
McDonalds) methods. Greater chance of success back to McDonalds)

then setting up new business

No freedom to bring in new
ideas




Subject Content | What students need tolearn? RIS
1.4.2 Factors influencing business location: This is where the business is based e.g. high street, shopping centre, online.
Business ® proximity to: market, labour, materials and Fixed premises
location competitors
e nature of the business activity Buildings that have to be where they are (for example, the high street, e-
e the impact of the internet on location decisions: commerce buildings can be located anywhere.
e-commerce and/or fixed premises. Proximity
How near a business is to key factors that might influence their success.
For example, suppliers and competitors.

Factors influencing business location, proximity to:

Market

How near are they to their customers? E.g. for a physical service like a shop, restaurant or hotel, customer convenience will be critical to revenue.
Labour

Are there staff nearby who are willing and able to work for you?

Competitors e

Lots of a businesses want a location far away from competitors e.g. local corner shop. However, some businesses e.g. restaurant chains find it better to be
on the busy high street where other competitors are.

Nature of activity

Depending on what the business is will influence what is the most important factor to consider. For example, a manufacturer would need to be near
materials, whereas a shop will want to be near the market (consumers).

Impact of the internet

If the business is online, location is not as important as customers can access their products no matter where the head office is based. E.g. ASOS head
office is in North London, while their distribution depot is in Barnsley.




Subject What students need to learn? :
Content

143 What the marketing mix is and the importance of each

The element:

marketing  ® price, product, promotion, place.

mix How the elements of the marketing mix work together:
® balancing the marketing mix based on the competitive
environment
® the impact of changing consumer needs on the
marketing
mix
® the impact of technology on the marketing mix:
e-commerce, digital communication.

Product

Targeting customers with a product that has the right blend of functional and
aesthetic benefits without being too expensive to produce.

Price

Setting the price that retailers must pay, which in turn affects the consumer price.

Place

How and where the supplier is going to get the product or service to the
consumer, it includes selling products to retailers and getting the products
displayed in prominent positions.

Promotion

All the methods the business uses to persuade customers to buy for example
branding, packaging, advertising to boost the long term image of the product and

marketing g Promotion

A firm must make sure that its marketing mix is co-ordinated and coherent. E.g.
a stylish product aimed at a stylish market should have a high price, be
promoted in stylish magazines and stocked in stylish shops.

A firm will base their marketing mix on the competitive environment in which it
operates. E.g. Rolls Royce is not in a very competitive environment as it is one
of a kind. EasyJet, however will have to compete with Ryanair on their prices.

Changes to consumer needs affect the marketing mix. Firms will have to adapt
them based on consumer needs. E.g. cooked breakfast gave way to cereals,
cereals have given way to breakfast bars and other on the go foods.

Due to advances in technology firms are now changing certain parts of their
marketing mix. E.g. Apps, promotions.




 Subject
i Content

A business plan is a detailed document setting out the
business idea and showing HOW it is to be financed,
marketed and put in place

| Wﬁat students need to learn?

144 The role and importance of a business plan: . .
Business plans e to identify: the business idea; business aims and =
objectives; target market (market research); forecast

d

revenue, cost and profit; cash-flow forecast; sources of
finance; location; marketing mix.

The purpose of planning business activity:

@ the role and importance of a business plan in
minimising risk and obtaining finance.

Business plan sections

What is it?

Business idea

What have you decided to do? Product? Service?

Aims and Objectives

What are the aims/objectives for the business?

Target market

Who is your product aimed at and why?

Marketing plan

What promotional activities are you going to do?
TV? Billboards? Online? Social media?

Forecasts of revenue, costs
and profits

What are your predictions for sales revenue, costs
and profits? When do you expect to reach them?

Cash flow forecast

Plan of the money coming in and going out of the
business

Sources of finance

How will you raise finance, which methods are you
going to use and why?

Location Where will you be based? Physical store? Online?
Both?
Marketing Mix Product? Price? Promotion? Place?

/" Itis a CRUCIAL part of getting finance
| from external sources e.g. a bank
loan and helps COORDINATE all of
the different tasks and strategies, so
the business is more likely to be
successful

A business plan allows a business to:

e Think carefully about each step of
the process — maximise success

e May help them realise they are
lacking in skills — hire specialist help

e Attract investors if plan is good

e Planis written down if entrepreneur

gets ill

N

A business plan can cause some problems:

e [f entrepreneur not experienced the predictions may be wrong
e Can be too rigid, a new business can be unpredictable so a flexible approach is needed
e Time consuming to create when time could be better spent elsewhere




Subject What students need to learn? : Stakeholders
Content Individuals or groups of people who have an interest in a business

e A stakeholder will be affected by the decisions and actions of a business.
15.1 Who business stakeholders are and their different Stakeholders are important to businesses as they can have a big influence
Business objectives:

on them.
stakeholders e shareholders (owners), employees, customers, managers,
suppliers, local community, pressure groups, the

government. CONFLICT

Stakeholders and businesses: A disagreement or argument between people / groups.
® how stakeholders are affected by business activity As Stakeholders all have different objectives, businesses
e how stakeholders impact business activity need to minimise the conflict between the groups.

® possible conflicts between stakeholder groups.

Shareholders  Private limited companies - long-term organic growth
Public limited companies - high share price in short term, as much profit as possible for big dividends

Employees Employment security, opportunities for promotion / career development, fair pay, good fringe benefits (e.g. pension, holiday, company car)

Customers Consistently high quality, value for money, honesty, fairness, innovative products

Managers Employment security, opportunities for promotion / career development, fair pay, good fringe benefits (e.g. pension, holiday, company car)

Suppliers Honesty and fairness, especially on pricing and credit terms, good communication, regular orders, loyal customers

Local Honesty and fairness, especially on plans that affect local employment and the environment.

community These stakeholders all have different

Pressure Honesty and fairness, especially on plans that affect customers and the environment objectives (expectations) of the organisation.

groups It is important that organisations are aware of
who their KEY stakeholders are, so they can

The Honesty and fairness, especially on paying tax, high levels of employment meet their objectives.

government




1.5.2 Different types of technology used by business:

Technology e e-commerce
and ® social media
business e digital communication

® payment systems.

How technology influences business activity in
terms of:

® sales

® costs

® marketing mix.

E-commerce

This means selling online rather than in a physical one to one transaction. This
might be done through a PC/laptop via a website or more commonly through a
smartphone via an app.

This mobile form of e-commerce is called m-commerce.

Social Media

Interactive channels of communication via words, photos or
videos such as blogs, Facebook and Instagram.

Digital Communication

Messages conducted via email, text or social media.

This may revolve around social media but it is important to
remember email. This is a cheap method of communication and
is effective with one to one communication.

Online payment systems

Methods of paying electronically such as PayPal.

Payment systems such as PayPal are at the heart of all e-
commerce Before PayPal people were concerned about the
online security of their money when using e-commerce.
e Electronic funds transfer — payments settled and bills
paid online.

Technology affects every area of business management, but there are three areas of
special focus: sales, costs and the marketing mix.

Sales:
Advances in technology allow a business to produce a more high tech product
therefore demand is high and sales increase (e.g Games Consoles)

Ability for customers to order online e.g. Dominos therefore sales increase
Costs:

Impact on fixed costs such as advertising — able to be reduced as they can focus on
target market more easily

Impact on variable costs — easier to research who is the cheapest supplier and thus
get cheap raw materials

Marketing Mix:

*  Product — improved technology can allow a product to gain high market
share

* Promotion —improve effectiveness of marketing allowing costs to fall

* Place — Not only a physical shop but now online too

* Price — Now more competitive as customers more aware

1 e
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Legislation: Laws passed by acts of parliament; breaking these laws may result
in a fine or even a prison sentence.

153 The purpose of legislation:

Legislation @ principles of consumer law: quality and consumer rights

and ® principles of employment law: recruitment, pay,

business discrimination and health and safety. Principles of employment law: Parliament passes laws to protect employees
The impact of legislation on businesses: from being exploited at work.
® cost

e consequences of meeting and not meeting these Recrultn?ent: The main law involved in recruiting ne.w staff is the Equality Act
obligations 2010. This brought together many other acts of parliament focused on
preventing discrimination to certain characteristics.

Principles of consumer law: Pay: Equal Pay Act 1970. Prevent pay differences between different groups of

Consumer law: Acts of parliament that are intended to protect people e.g. men and women, age, race.

consumers from misleading or dangerous practices by companies. Discrimination: Prevent issues with regards to recruitment, promotion, men,

e . . women, race, religion.
There are two especially important pieces of consumer protection ’ , FElig

legislation: Health and Safety: Health and safety at work act 1974. Employers must

Consumer Rights Act 2015: protect the hea!th, saf(_ety ar.md wel.fare at work of all their employees, as well
as others on their premises, including temps, casual workers, the self-

This act states that: employed, clients, visitors and the general public.

e Goods must be fit for the purpose in which they are sold

e The buyer has their right to get their money back or could have it The impact of legislation on business

repaired at the seller’s expense Negatives Positives
e The person responsible for correcting any problems is the seller Lots of paper work that is not always Helps a business to know what is
(shop) not the manufacturer relevant, time consuming and expensive acceptable and what is not
Rules can restrict creativity and initiative Rules do take time and money, but not
Trade Descriptions Act 1968: enough to ruin the business and their
success

This act states that: Consumer protection law is too valuable

to dismiss — stope people dying from

e Itis an offence for a trader to use false or misleading statements unsafe cars, faulty food or drugs

e Itis an offence to misleadingly label goods and services
e The act carries criminal penalties and can therefore lead to a jail

sentence.




Subject e The economy: The Economy concerns the interactions between people and groups of

Content q e people in a certain area.
154 The impact of the economic climate on
The businesses: Here are the rules to follow when making an exchange rate calculation:
economy e unemployment, changing levels of

Rule 1: When exchanging from pounds to a foreign currency, multiply

and business  consumer income, inflation, changes in Rule 2: When exchanging from a foreign currency to pounds, divide

interest rates, government taxation,

changes in exchange rates.

Definitions Descriptions:

Unemployment When someone of working age wants a job but cannot get one.

Changing levels of consumer income Consumer incomes is the amount households have available to spend after income taxes have been deducted.
Inflation Inflation is the sustained increase in prices over a period of time.

Changes in interest rates Interest rates can take two forms:

» The additional cost of borrowing money from a bank that has to be paid each month
¢ The reward received each month for saving your money in a bank

Government taxation Charges placed by the government on goods, imported products and incomes of both individuals and businesses

Changes in exchange rates The value of one currency expressed as another. There is not just one exchange rate, it is between 2 currencies only

Key terms:
trong
ound Recession: A recession happens when there is a significant decline in economic activity. It is visible in areas such as production

and employment.
mprts Imports: Bringing goods and services into a country from other countries in order to sell to consumers

— Exports: Exports are the goods and services produced in one country but sold overseas.

xports
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Subject
Content

| Whatstudents need to learn?

External influences occur in the external environment that the business operates in.
the main influences are: technology, legislation and the economic climate. The business
has no control over these influences and will need to respond effectively.

155 The importance of external influences on
External business:
influences @ possible responses by the business to changes
in: technology, legislation, the economic climate.
Technology Legislation Economic climate

Businesses will need to adapt to
keep up with advances in
technology. For example, black cab
drivers had to respond to Uber
entering the taxi market. In order to
compete, Black cab drivers now have
free ultra-fast Wi-Fi, contactless card
readers and zero emissions cabs.

New laws can present opportunities or threats to new
businesses.

Most business people tend to focus on the threats, calling
the new legislation ‘red tape’. This means they may have to
hire new staff to cope with the additional paper work which
could be expensive for the business.

However, it can create opportunities for some. For example,
changes to the Food Safety Act in 2013 forced businesses to
take further measures to protect consumers. This included
keeping records about who supplied each batch of food
(traceability).

Various new small businesses set up to provide simple
software programs for recording food origins, and suppliers
started to help restaurants and cafes by texting the source
of the food.

The economic climate is like the weather; the economy can run
hot or cold. The economic climate measures the position the
economy — positive or worrying.

As the economy is constantly changing businesses need to be able
to respond to economic ups and downs.

When the economy is doing well they will:
e Hire more staff
e Investin new equipment
e Spend more on developing new products

In the long term bigger companies respond to the changing
climate by spreading their risk. Jaguar and Land Rover used to
produce only in England but that left the business vulnerable if a
rising pound hit export profitability. Now they have factories in
China, Brazil, Austria and Slovakia.
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Methods of business growth and their impact:
Business e |Internal (organic) growth: new products (innovation,
Growth research and development), new markets (through

changing the marketing mix or taking advantage of

technology and/or expanding overseas)
External (inorganic) growth: merger, takeover
Public limited company (PLC)

Sources of finance for growing and established businesses

internal (Organic) Growth

Internal growth occurs when businesses choose to expand using their
own initiative to increase sales. This could be:

Through the creation of new products that have been
researched

Entering into new markets with an already existing product
Changing the marketing mix (e.g. through advertisement)
Take advantage of technological advancements to expand

External (Inorganic) Growth
Merger: An agreement between two firms who join to form a new
company

Takeover: When one firm buys out the shares of another firm to
incorporate them into their company

Advantages of Internal Growth

Disadvantages of Internal Growth

Growth based on the
growth of the market

More sustainable as slower
Less risk than external

growth - Slow growth
- Builds on a firm’s existing - Hard to increase market
strengths share if a market leader

Sources of Finance

Selling Shares: Creating new shares that can be sold on the stock
market

Retained Profit: Profit kept within the business that is not paid out in
dividends to the shareholders. This source of finance is the best if the
business wants to expand.

Advantages of External Growth Disadvantages of External Growth

May be a clash of culture
May be stopped by the
competition authorities
Increased costs in the short
term

Quicker than internal
growth

May get rid of competition
Can get new ideas and new
expertise

Bank Loan: This is an arrangement where the amount borrowed must be
repaid over a clearly stated period, in regular instalments. The amount is paid
back with interest.

Selling Assets: Selling items that the business owns to raise funds. For
example, selling property or machinery.

Public Limited Company

A company that sells its shares on the stock market

This makes it much easier to raise finance but makes the business prone to
takeovers




Business Aims and Objectives

Business aims are the broad targets than an entrepreneur has at the

212 - Why business aims and objectives change as businesses evolve: | back of their mind

Changing * Inresponse to: market conditions, technology, -

Aims and performance, legislation, internal reasons. : Business objectives are clear, measurable targets of how to achieve

Objectives How business aims and objectives change as businesses evolve: business aims. (the stepping stones for how they are going to achieve
' « Focuson survival or growth . them)

.

*

Entering or exiting markets
Growing or reducing the workforce
Increasing or decreasing product range

Changing market
conditions '

Changing technology

Changing ,
performance

Changing legislation

Internal reasons for
change

Markets evolve over time. For example customers now want more luxury chocolate As a result, Cadbury is now settmg new objectives in relatlon to
the luxury/higher prices segment of the UK chocolate market ~

Due to advances in technology businesses have had to respond. For example Ted Baker’s sales accelerated dramatically after introducing

ecommerce. They were then more ambitious in their sales targets. With the help of ecommerce Ted Baker grew their whole business by 17.7% in
2016.

If costs start to rise, profits will be squeezed. This is linked to the performance of the business or it could be the industry as a whole. When this
happens new objectives will need to be set to cut back costs to increase profits. A new manager will usually be appointed.

Changes in legislation influence aims and objectives. Or example after Britain voted to leave the EU there was great uncertainty about what changes
would be made to EU laws. Some may be beneficial, others not. This makes setting new objectives very difficult.

Aims and objectives are influenced by a change at the top of the business. If a boss is pushed out and anewoneis appomted there will be changes
to aims and objectives. ' ,

S PECIFIC - Objectives should specify what they want to achieve. - i.e. one named person is responsible for delivering the objective

M EASURABLE - You should be able to measure whether you are meeting the objectives or not.

A CHIEVABLE - can the objectives be met?

R EALISTIC - Can you realistically achieve the objectives with the resources you have?

TIMED - When do vou want to achieve the set obiectives? i.e. within a given period e.g. 12 months




2.1.3

The impact of globalisation on businesses

Business and Global-
isation

Barriers to international trade

How businesses compete internationally

Globalisation

Globalisation is the tendency for economies to trade increasingly with each other, cre-
ating opportunities for international and multinational companies.

Impact of Globalisation on Businesses

Imports: Globalisation allows businesses to be able to access wider markets, which increases the
choice of suppliers. This allows businesses to find the cheapest supplier and lower their overall
average costs

Competition from overseas: Due to the increased ability to operate in multiple countries it is now
easier to move into new markets. This makes sales easier but also is likely to increase competition
which can make smaller firms struggle.

Exports: Companies can now increase their number of sales by trying to sell their products over-
seas, this can increase revenue for the business and help the government pay for the imports that
are brought in.

Changing business locations: Some countries are cheaper to operate in than the UK because they
have less laws in place or more raw materials on offer. Globalisation allows businesses to open
factories in multiple countries to take advantage of the cheapest places, this lowers costs and al-
lows businesses to maximise profits

Barriers to International Trade

Tariffs: These are taxes imposed on imported goods, this increases the cost of the import
which may be passed onto the consumer in the form of higher prices.

Trade Blocs: This is an agreement between countries to trade freely with each other be-
hind a tariff wall that discourages outsiders. This makes trade within the bloc cheaper
and provides easier access to bigger markets whilst potentially reducing competition of
non trade bloc countries. However it a company operates outside the trade bloc it is
much more expensive to trade with all countries within the bloc.

How Businesses Compete Internationally

Use of internet and ecommerce: Small businesses are able to use the internet to access a
much wider range of customers without the added cost of setting up physical shops in
these countries. This makes it possible for small businesses to achieve global success on
the back of one trend or even a short term fad. For larger businesses, the internet can
help to lower costs and allows the business to become more dynamic.

Changing the Marketing Mix to Compete Internationally

If a business is now operating in multiple countries it will need to adapt its 4 Ps to accommodate. Product will need to be adapted to fit with the laws in different countries e.g. H+S. Pricing may
be different in different countries to account for popularity. Promotion will change based on what the country uses most, e.g. TV advertisement is much bigger in the US. Place will change
based on the development of the country, e.g. ecommerce is popular in the UK but will be less popular in Africa, so companies will need to adjust their distribution channels.

EU {European Union) 27 members (after UK withdrawal) led by Germany and France

Free movement of goods and labour with a single market backed by com-
mon, EU-wide legistation

ASEAN (Association of South
East Asian Nations)

Ten members including Thailand and Vietnam, but excluding China

Free movement of goods; started in 1965 with five members; members have
enjoyed high economic growth

NAFTA {North American Free
- Trade Association)

America, Canada and Mexico

Free movement of goods; just three members; 2 rick and one much less so
(Mexico)
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2.1.4 How ethics influence business activity

Ethics, the environ-
ment and business

How environmental considerations influence business activity

The potential impact of pressure groups on the marketing mix

Ethics

Weighing up decisions or actions on the basis of morality, not personal gain

Ethics and Profit

A business may have to accept lower profits when behaving in a socially responsible way, however
this may only be a short term issue as the positive publicity gained may increase reputation and
customers which could increase profits in the long term.

Although there may be a positive effect in the long run which may counteract any reductions in
short run profits, in the short run there is likely to be a trade off between ethics and profit. It is up
to the business to decide whether it would rather do what is right and lose profits or continue
maximising profits and ignore ethics.

Ethics and Ethical Considerations

In business it is easy to confuse ethics with ethical considerations. Ethics is the real
thing—acting to do what is morally right. Ethical considerations may mean no more than
thinking about how to make money out of the appearance of being ethical. Proofthata
decision is ethical comes when the business accepts a hit to its profits.

Pressure Groups

A pressure group is an organised group of people that seeks to influence government policy, legis-
lation and business behaviour e.g. Greenpeace, Amnesty International or Searchlight.

If a business behaves in a way that a pressure group disagrees with, the media may turn against
the company. This could lead to consumers boycotting the business, damaging profits and up-
setting shareholders.

Ethics and the Environment

One particular aspect of ethics that is important in todays society is the environment.
Due to the increase in pressure groups such as Greenpeace there is a strong need for
businesses to consider their influence on the environment. As such many businesses are
now changing their distributions channels to reduce their carbon footprint

Pressure Groups and the Marketing Mix

If a pressure group targets a particular business, the business has little alternative but to respond,
this may involve changes to their marketing mix e.g. product. Examples may include the move-
ment away from real fur in clothing or the reduction in sweat shops due to pressure groups.

Sustainability

All manufacturing requires resources. Plastics, paints and detergents are made from oil,
steel requires iron ore and coal and paper is made from wood. Note the difference how-
ever. Wood is sustainable, more trees can be planted whereas oil, iron and coal are very
different, they take millions of years to be made and so are essentially irreplaceable.

Sustainability: Whether or not a resource will inevitable run out in the future; a sustaina-
ble resource will not.

EE, LOOKAT ALL THESE DEBATES | 1'M NO BXPERT, PAID FOR BY TUHE *SOMEONE
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Trade-offs between Environment, Sustainability and Profit

It should be natural for a business to see sustainability and profit going hand-in-hand. To
keep making profits year after year there needs to be raw materials to make the product.
However short term profits can something be chosen at the expense of sustainability,
e.g. R+D into new, more sustainable processes may increase profits in the long term, but
are likely to reduce profits in the short term due to the cost.

Some business will operate normally whilst trying to dress up their actions as being envi-
ronmentally friendly, this is known as ‘greenwashing’.




2.2.1 What the marketmg mix is and the lmportance of each
The element: :
marketing e price, product, promotion, place.

mix How the elements of the marketmg mix work together.
® balancing the marketing mix based on the competmve
environment
e the impact of changmg consumer needs on the
marketmg
mix
e the impact of technology on the marketing mix:
e-commerce, digital communication.

Product

Targeting customers with a product that has the right blend of functional and
aesthetic benefits without being too expensive to produce.

Price

Setting the price that retailers must pay, which in turn affects the consumer price.

Place

How and where the supplier is going to get the product or service to the
consumer, it includes selling products to retailers and getting the products
displayed in prominent positions.

Promotion

All the methods the business uses to persuade customers to buy for example
branding, packaging, advertising to boost the long term image of the product and

A firm must make sure that its marketing mix is co-ordinated and coherent. E.g.
a stylish product aimed at a stylish market should have a high price, be
promoted in stylish magazines and stocked in stylish shops.

A firm will base their marketing mix on the competitive environment in which it
operates. E.g. Rolls Royce is not in a very competitive environment as it is one
of a kind. Easylet, however will have to compete with Ryanair on their prices.

Changes to consumer needs affect the marketing mix. Firms will have to adapt
them based on consumer needs. E.g. cooked breakfast gave way to cereals,
cereals have given way to breakfast bars and other on the go foods.

Due to advances in technology firms are now changing certain parts of their
marketing mix. E.g. Apps, promotions.




Pricing strategies

Price Influences on pricing strategies; technology, competition, market seg-
ments and the product life cycle

Pricing Strategies

Broadly there are two different types of pricing:

® Pricing low for high volume but low profit margins
° Pricing high for low volume but high profit margins

The choice between these two will depend on a range of factors however the biggest influence
will be branding. Strong brands are able to set their own prices, whereas weaker ones have to
follow the lead set by others

How Technology influences Pricing Strategies

Due to the access of ecommerce there is more ability to shop around and try to get the best
deal on products, which means that firms have more competition than just their local area
and need to be more price competitive.

On the other hand, ecommerce has also expanded the market making it easier to attract
customers, this means that some businesses can charge more for their products because
the demand is higher

Pricing Strategy for Different Market Segments
Mass Market

Mass market products are aiming their products at a wide range of customers and are likely to be
experiencing high levels of competition. As a result pricing is likely to be ensure that they can
compete. Due to the wide number of customers there is still a good likelihood of profit overall,
even though profit per item will be low.

Examples include New Look, Primark, Lidl and Aldi.

Niche Market

O nage ADEZSON

A niche market is based on a particuiar type of
customer who wants something different from
the majority. Due to this difference there is
likely to be less competition and customers
will be more willing to pay more which ensures
that although there are low sales volumes,
profits can still be made.

O .

“1 like it, but I'm looking for more of a status symbol.
Any way you can double the price?”

Examples include Alpro or Jaguar

Pricing Strategies at Different Stages of the Product Life Cycle

Introduction

Lots of businesses will choose a low price initially to encourage customers to try their prod-
uct, especially if it is an unknown product or brand. If the product is popular the price will
start to rise. However some businesses will start with a high price if they are looking to cre-
ate an image of quality and expense rather than cheap. In addition products with good
branding, especially technology will start expensive to ensure high profit margins from the
keen before lowering the pricing for everyone else.

Growth

In the early stages most businesses will be looking to keep prices low to ensure sales contin-
ue to grow and increase prices once the growth is more established.

Maturity

When growth is at an end, new pricing decisions may be needed. If during growth prices
were kept low to encourage sales there may be an incentive to raise prices to try and im-
prove profit margins now that sales are no longer growing so fast. This may be important if
new products are needed before the current product goes into decline, meaning invest-
ment.

Decline

During decline, profits will be falling, this means that firms need to make a decision about
pricing. If an extension strategy is being planned such as adapting the product there may be
a basis to increase the price. If there are loyal customers to the product but few new cus-
tomers, the business may be able to increase prices assuming the loyal customers will still
want the product. However some businesses may choose to put deals into place to encour-
age last ditch sales before it is taken off the market.




2.23 Appropriate promotion strategies for different market segments

Promotion The use of technology in promation

The Use of Technology in Promotion

Targeted Advertising Online

In 2015, UK spending on digital advertising far outstripped TV advertising. By 2017 more than half
of all promotional spending in the UK was on digital advertising. Through the use of ‘cookies’ and
other ways of capturing information advertisers today know much more about customers spend-
ing habits than previously. As a result advertising can be much better targeted, reducing waste
and ensuring that firms are reaching their customers. For mass market products such as Coca
Cola, TV advertising can still be cost effective due to the large number of customers they have.
Targeting a much smaller customer range means online advertising is much more cost effective.

Viral Advertising via Social Media

It is easy to see why great video advertisements can ‘go viral’, in other words get passed on from
person to person via Tweets and other social media. However it is difficult to get a campaign to

go viral and many businesses have tried and failed. This is something that can be difficult to rely
on as a form of advertising.

E-Newsletters

If you buy a cinema ticket online, you are likely to end up receiving the cinema’s weekly news-
letter. it will tell you about the major new films and offer discounts. From a companies point of
view this form of advertising is virtually free. Some businesses will want to spend more on e-
newsletters in order to make them more interactive however it is only the initial cost that is likely
to increase.
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Promotional Strategy for Different Market Segments

Advertising

In the mass market the role of advertising is often to achieve name recognition and little
more. For example Just Eat advertises widely on TV in order to foster trust with their cus-
tomers and ensure that customers are willing to use them. All mass market businesses aim
to achieve a level of brand awareness like Audi who are able to sell their products at a pre-
mium because of their brand. In niche markets TV advertising is less appealing due to the
cost. For example G-Star RAW aim their products at under 25s and have focused on digital
advertising to improve street credibility.

Sponsorship

Sponsorship means paying to have your brand or company name attached to an activity
that has credibility with your customers. Often this involves sport or music. For example
Red Bull have sponsored extreme sports and Formula 1 giving it a risk taker image and help
it compete with Monster and Relentless. This is an expensive form of promotion and so is
unlikely to be used by niche market products.

Branding

Branding means giving your product or service a name that helps recall and recognition and
gives a sense of personality. Successful branding can mean that an image stays with people
years, event decades after the reality has changed. For example Heinz are still the go to
product for baked beans, even though there are competitors out there.

Product Trials

A product trial means giving potential customers a free taste—or longer trial—of your new
product. This approach is used when there is known to be a hurdle that is likely to prevent
customers from making a purchase of their own. This is very expensive, not just due to lost
products but also due to the amount of labour required to ensure it works well. Social me-
dia can help to reduce this if videos are made and posted online. E.g. Pepsi and Coca Cola
taste testing.

Special Offers

Special offers should be regarding as the last resort. No company wants to ‘give away’
product, as with a BOGOF offer. Special offers can undermine the brand even if there will
be short term gains in profit. There are occasions when special offers work best; after
Christmas, a new competitor has arrived, launching a new product and so adding it into a
deal with your best selling product.
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2.2.4 Methods of distribution; retailers and e-tailers (e-commerce)

Place

Definitions
Distribution: How ownership changes as a product goes from producer to consumer

E-tailer: An electronic retailer; in other words purchasing electronically, either by e-commerce, or
m-commerce

Retailer: A shop, usually selling from a building in a high street or shopping centre

Gaining Retail Distribution

First time entrepreneurs are often surprised to find that getting retail distribution is hard,
and keeping it is harder. To gain distribution a company need to:

® Show that its brand offers something different for customers
® Show strength in marketing
° Provide a high level of profit to the retailer

To keep stock over a period of years the company will need to:
° Provide regular promotional support to keep sales moving

° Make sure sales continue to grow by advertising

Methods of Retail Distribution
There are 3 main ways to get products from the producer to the consumer:

The Traditional Channel: The producer sells in bulk to wholesalers, who sell in smaller quantities
to small and independent retailers. Without wholesalers, small shops couldn’t exist as it would be
too expensive for the producer to deliver to all the different shops.

The Modern Channel: This is very important for the grocery sector. The producer delivers huge
quantities directly to a supermarket’s distribution depot which sends the product to all local su-
permarkets. This can help the supplier get a higher profit because they are closer to the customer

The Direct Channel: Buying directly from the producer, e.g. the original mail order services or
more currently using e-commerce or m-commerce.

Physical Retail Distribution

You can choose exactly the type of product you want, e.g. food

Online Retail Distribution

No time wasted driving, parking or shopping

E-tail Distribution or Ecommerce
There are two main types of e-commerce

® Direct sales from producer to consumer such as buying a MacBook computer direct
online from Apple

® Sales through an e-tailer such as ASOS

Direct sales are great for the producer, who received the full retail price instead of having
to make do with the wholesale price. E-tailers are more important today though. Their
shops display products online and have efficient systems to make it easy to purchase, deliv-
er and return products. Because the e-tailer is saving the cost of a physical shop they
choose to live with the higher number of returns than a physical shop would get.

The convenience of being able to order from home or on the move

—

Customers can touch, hold, smell and wear products before buying

Going shopping is time consuming, especially if shopping around is needed

Choice can be overwhelming, leading to too much time being spent

Encourages a lazy nature, it might be better to go outside

Delivery charges may increase prices
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2.25 How each element of the marketing mix can influence other elements

Using the marketing Using the marketing mix to build competitive advantage
mix to make busi-

i How an integrated marketing mix can influence competitive advantage
ness decisions

How each Element of the Marketing Mix can Influence other Elements

The key to the marketing mix is that it should all fit together in a way that works for the target
market. E.g. all aspects must be improving the brand image and ensuring the customer is getting
the right message.

How The Marketing Mix Informs Business Decisions

A successful business understands its customers and therefore knows what products or services
they want and how best to communicate with them. Using all 4 Ps can help the business under-
stand its demand and how predict trends of demand for the future, this can help the business
make decisions on expansion especially after a successful launch phase.

Other ways the marketing mix can inform a business decision:

° Having a firm understanding on how price changes will affect demand

° Understanding how strong a brand image which can inform decisions about marketing new
products

e Understanding how customers receive their products and using this to focus marketing on

distribution channels that are most successful.

How The Marketing Mix can be used to Implement Business Decisions

Once a decision has been made, it is time to put it into practice. That’s where decisions
on the marketing mix come into play.

What is needed is a 3 step process:

1. Identify the decision objectives

2. Agree how the 4Ps are to be used to achieve those objectives. Often this will re-
quire more money; in other words, the business may have to provide a bigger
budget for marketing.

3. Carry out the plan; in other words, make the required changes to the product,

price promotion and place.

Once the plan is in action, well-run companies analyse their sales figures to check wheth-
er it is working well and then adjust accordingly.

Drawing the Right Conclusions

Good business decisions can take several years to show their merits. That is fine as long
as the business has long term objectives. But whether the decision making is long term
or short term, it is only likely to come good if the business truly understands its custom-
ers. That is where the marketing mix comes in—especially market research and the mar-
keting mix.

Definition

Budget A ceiling on the amount of money that can
9 be spent; a marketing budget of £1 million
means the marketing manager can spend
up to that figure, but no more

‘Inform’ Decisions Evidence that can be used to make a better
decision; a company can gain a better un-
derstanding of its customers through the
4Ps, which helps in decision making.
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Using your knowledge organiser for homework

Use the knowledge organisers and test yourself after learning.

1.

Check the homework you have every day on the timetable.

. Read a section of your knowledge organiser for the homework given.
. Cover it up.

2
3
4.
5
)
7

Write out what you remember.

. Check the knowledge organiser o see if you are right.
. Mark and correct your work using a green pen.

. Remember your teachers will test you to see how much you remember

Do this every day o help commit the information to your long-term memory

How to present homework

1.

0 N o0 0 AW N

Write the date, title and subject from the knowledge organiser.

. Underline using a ruler. Use a black pen to write.

. If your homework is on learning keywords, write the first five words in your exercise book. Leave two lines between each word.
. Cover the definitions apart from the first; read it, cover it, say it in your head and check it.

. If you got it right, move on and quiz yourself on the rest in your head, one by one.

. Cover up all definitions and write them out from memory

. Correct your answers using a green pen

. Repeat the process for other tasks

Page 2
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2.1.1 Business growth , }

Opening new outlets

* Expand overseas

* Change the marketing mix to
attract new markets

* Introduce new products

* Use new technology

SIOHE WL anolned

Takeover — where one company takes
over another

ferzer ~where two companies
combine to become one organisation

Growth in general

Growth will lead to the potential for increased sales, more branches will
likely increase recognition inthe marketplace. Having a large market share
should result in the ability to make addtional profits. . . At least in the
longer term [A03b]
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2.1.1 Business growth 2

Internal sources of finance for growth

Retained profit

Gathering the amount of retained profit needed for
significant growth could take a long time. Equally, as
shareholders want the maximise their dividends,
spending profits on growth can
upset shareholders in the short
term. it will by a management task
to conwince shareholders that
losses now, could lead to bigger
profits in the near future.

Selling Assets

Assets could be sold to finance growth, but the busi-
ness needs to be sure that they won't be needing them
in the future.

Typical assets to sell togenerate additional capital
could be:

. Vehicles
' Machinery

. Buildings

\ Land

External sources of finance for growth

Loan capital

Borrowing money from the bank is often a simple way of
accessing large amounis of capital, quickly.

Loans will be fixed with clear monthly repayments {helpful
for cash flow), however they will have interest added on top making them more
expensive.

Share capital (plc’s/kd.'s)

Selling shares of the company to friends and family will raise capital, but you will
now share the ownership of the business with others, who may disagree with the
way you want to run your business!

Stock market floatation (plc’s ONLY)

Selling shares on the stock market to the general public will raise capital, however
shareholders will expect dividend payments out of your profits and will want asay
in the running of the business. '

Crowd funding

Crowdfunding on websites like Kickstarter, can find
pecple willing to invest in your business idea. You might need to give theman in-
centive (discounts, dividends, rewards) but you will not pay interest,

You will need toraise at least the amount needed to secure the funding, but one
you do you will alsc have a customer base ready to purchase your new product!
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Why change aims and objectives?

1. Market conditions - the state of the economy may cause businesses

to change their pricrities. McDonalds responded to the last recession with

its ‘Pound-Saver’ menu

2. Technology - changes in technology are likely to bring around changes

in aims. New scanning equipment in hospitals might mean they set them-

selves aims to improve diagnosis of certain conditions

3. Performance - if a business is exceeding its objectives it will need new

ones, likewise if it continuously fails to meet objec-

tHives they may not be realistic

4. Legislation - changes in the law mean that aims

and objectives might need to change. For example,

Diesel cars are bad for the environment and the government wants to ban
them from the roads, so car manufacturers are having to think about

hybrid or electric vehicles

5. Internal reasons - innocent Smoothies used to be very

ethically focused at their heart and cared about their fruit
growers and doing good things for kids .. These sentiments ”
where used within their promotion material. However, N
since being purchased by Coca-Cola there has been a re-

duced ethical focus at Innocent

2.1.2 Changes in business aims and

objectives

TAEE § LUBER 100K

| @ns change over time

1. Survival -> growth

{retrenchment)

Growing or reducing the
workforce

Increasing or decreasing

productrange

N\

2. Entering or exiting markets

/




a8ed]8

2.1.3 Business and Globalisation

Multinationals {MNC’s)

Multinational's take
advantage of their large size
as they are able to reduce the
£osts of their

products/services L -

g : Mﬂ{*;

*“'T&%s is 'imawn as ‘eLonotiaes W

Lovar prrces — keeps inflation down
Creates wobs

Small local businesses are unable 1o compete
Profits leave the country, gone back to the
H of the MNC

Trade Barriers:
* Tariffz

» Guotas

+  Legislation

Taritf

i

« Makes foreign inports
compar atively more gRpensive,
sg peopte are mare likely 1o buy
domastically produce groducts -
protecting our businesses and
BOONGTY

Cheap imports can lead 1o
s dub oses

{i’}?*ﬁs‘%é{i{?‘? 1+ Woney beaving the UK g
i R *  Busiwess closurss !

Chinese £158
-

L B8

+  Specialise in making toys . ..
* Ll &uﬂ%&:ﬁ' m mmp factories, low !@i}»:;faf

K i

* Mew toys h&sﬁ"w&s&%& i b LK oo nod xﬁm{ga e prices
{need fo cover costs and make profit)

LW ronsumers purchase cheaper Thiness mporns

< L businemses {3, dus to cheap competition

Trade bloc
A agreement between
5 OF gtawg o remove

if%t?fﬁ?wﬁffﬁ ﬁ;e’h&:m "

« Single market
+ Free trade area
«  Customs Union
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2.1.4 Ethics, the environment and

business

Ethics

Key definitions

1 adwal being pood aad domg good

Wl  Lihnic
APy Rty tavsce

T pties of 3 batmas will sfhiasds

However,
being ethical usually costs more money . ... . This
can upset shareholders and cause conflict

Ethical behaviour =

Increased costs -> less competitive prices -»

lower profils

The Environment

[ a2

Sustainability

Renewable energy

v e futuore b porirre
Bding for today”

{ Conservation
. Better design

Carbon emissions { 02

ess fossil fuels

’ © Carbon offsetting

Reduce transportation

Waste

 improving the quality of production

regycing wasts whorower posstble

Recycling

ERteTRES

Better design

SOREDE DD N

! pollution

air, ke, swater, wolsg

{ Reduce transportation

Conservation

Pressure Groups

Can influence business behaviour. They can cause a lot of bad pub-

licity, causing customers to avoid businesses thought to be acting

unethically or damaging the environment.

i

- Negative Publicity .
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2.2.1 Product (marketing mix)

Design mix
The product is often descrbed in ferms of the design mix, which ncludes thres

slements; sesthetios, o3t and function”

@

Aesthetics - look and #

Ideally, looking for something
that is a balance of all three
components L

Funchion - doing what it

should do well

Economic manufacture -
cost effective production

Why differentiate?

. Buyers think vou have something different and makes you

unique and worth buying

. Easier tocommunicate vour message when promoting
your product
* stand out in crowded market places.
[ Extending the product life cycle \
. Modify the product o e .
. Reduce the price % :
. New product launch
. Encourage the use of the product > oon

more oreasions

Product life cycle

“The stoges that o product will go through during s life, depicted by o groph it wili
showy sales over tme”

At different stages of the [ife

cycle, there will be different .

requirernernts on the business

Es

i

L]

H

and its marketing strategy. H
¥

Cver the life cycle of & product :
»

#

%

different amounts of spending
‘cash outflows will be needed

_
B

to support the product, at the T
same Hime different sales reve-
nue will be made; all Impacting on the profitability of the product over time,

Introducton
High levels of zpending on advertsing and promo-
. Hon to launch the product - sales revenue is low,

arwd profits may be non-existent at this stage,
Growth
Considerable spending still happening for promo-
tion, but sales revenues will be increasing with popularity and increased sales. Profits
are lfkely to be seen although sdll low
Maturity
Saximum sales revenues, and a reduction in the neeg for advertising means that
profits are going to be at their highest here.

Foadiaty A e

Decline

Urdess an EXTENSION STRATEGY is used, the
sates will reduce over fime as other products
are more attractive and profits will reduce,
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2.2.2 Price (marketing mix)

Price affects and is influenced by 3 groups:
. Customers,

»  The Business,

. Competitors

Customers; how much are they willing
to pay, how much income does the
target segment have, how often will

they make the purchase

The Business; costs need to be cow-
ered, how much profit do they want
to make, where is the product in the

life cycle, isit high or low quality?

Competitors; how many competitors
are there, how much do they charge,

is our product similar or unique?

THE 4P; &
OF MARKETING

s

Short-term pricing strategies

Loss-leader pricing \

Selling goods below the cost of prod-
ucts, often used by retailers.

o Attracts customers if advartised

increzses revenus 3% customars
‘ ~are tempted to buy additional
. products o

x Will lead to losses if other
products 2re not purchased

J

/ , Pprice skimming \

‘ !nvuliifes ctharging a high price

initially, when a product isin

‘high demand {tech products)

' Good far new high end
praducts,

. Maximises revenus from
. early purchssers

x_ Can only be used shortterm

Some customer will wait

i

Price penetration

\

Low price foralimited period of

7 Estsblishes new products in
highly competitive markets

i Encoursges product trizl

' ‘ Custamars will expectlowprics
if used far tao long

Competitors may 230 reduce
prices [price warl

& until price fells

- J

N /

Long term pricing strategies

Competitive pricing \

Based on what other businesses
charge, so in markets with lots of
similar products
| krow whatzons umerswil OEY,
Bagy to 3pply
Zompetition & not Dased on prics,
sonesdto use other reethods to
strract customaers

E Nogusrattes costs will be coversd,
generally jower profits

& /

/ Cost-based pricing \

Cost based on how much it costs
to produce

Ensures costs are coversd,
helps schieve desired profit

Ko ronsideration of what
compattors charge
& Does not considerdemand for
T tha product

/ Psychological pricing \\

Involves setting prices in way
that is designed to influence
customer perception. Charm
pricing (£.0.93} or prestige {high)
4 Influgnce customer views of
praduct {high price =high
quality
¥ Can sttract customers to YOouUr
brand

Quslity must match cost level

- /

\ /
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2.2.3 Promotion (marketing mix)

f Product trial \

“bdethods fo encourage consumers to samplestry o product for the first
L L 4 E

Hme”
Can be effective, but expensive to hand out ‘free stuff’

Free samples {food)

Free trial {[magazines, Netflix, music streaming} F

TFi%

Qalcﬁer—reéuced prices (products) il /

/ Sponsorship

“Supporting on event, persen or orgonisation by
o

providing fnoacial support oF prods

Things to consider:

Can sffectively build o businesses profile, and improve relationships and reputo-
Hon with community/customers. Con be risky, os negative publicity ot events or
with sponsored individuais con tomish the hrand.

Qﬂz‘c drgs in sport. .. And the impoct on the sponsoring company /

Special offers

“The use of incentives to persuode o consumerto

muoke g purchase”

includes: discounts, competitions, BOGOF, point of sale material,
free gifts, loyaity schemes

Advertising
“The use of media to communicote with exiBting ond potenfial customers about

o product or service”

. Communicate the right message

. Message needs to be seen at the right
time, by the right people {segment}

. Use most appropriate media

Media - expensive, 5o needs to be right meth-
od and effective [ Think target market!!

DIGALL)

(r ‘3%3%%3\

Branding !
! S
Giving o business or product an identifv or a0
personality, moking it stand out in the market- s
3o V@vm
place . B
visa A

short term stratepy only

- /

\- /

Technolugy in promotion . . QUICKER, CHEAPER, LARGER AUDIENCE

Targeted online advertising {cookies), target market
Viral marketing —using social media to reach huge audience

E-newsletters—offers and links to click on to make purchases
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2.2.4 Place (marketing mix) }

Retailers {physical stores)

“Dhysicol stores and shops where purchoses con be mode.

Betailers can be retaif shops on the high street, nﬁho?esa,"em

agents or directly from the producer”

Advantages
" allows you to access ‘passing trade’ market, with attractive
store fronts in busy locations

w Customers can ask guestions and build a relationship with the
seller, likely to lead to repeat purchase and understanding your

customer better.
" Some people will only purchase in store
Disadvantages
Cash heavy, as retail outlets need to be stocked with products,

can cause cash flow issues

x‘ Rents and mortgages can be expensive overhead costs, eating
into profits :

x Lots of competition, and more difficult to stand out as ‘different’ online

Think DIGALL!H

! © Based on the target segment, what is the best way to target vour

Are certain products best placed where they can be touched, seen, smelt, sat on

rustomers?

{sofas, food, beds, furniture, pets and animals)

E-tailing

“A business that only uses e-commerce to goln sales for exomple, Amazaen

Agvaniages
‘ Lower operating costs, without a physicalstore

- Access to a world-wide audience from a single location, which opens up many

markets across the globe, which should increase sales
/" Rapid expansion, with relatively low costs

Disadvantagss

Some products/services can not be best delivered online which means this is

X

,x» 24/7 operations, so need a plan to cope with this demand

Hard to build customer relationships when notface-to-face, this also results

not suitable

" in customers being less loyal too.

By 2021, mobile ecommerce sales are expected to account for 54%
of total ecommerce sales.

However, “Only 12% of consumers find shopping on the m obile web convenient”.

Kleaning Ihﬁ%i’& iz a lot of room for business owners to make thelr m-commerce
experience something that helps them stand out
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2.3.1 Business Operations

\ Drones - war, deliveries

échnalogy and '\

production

There is lots of new technology

available to businesses, some
will improve the service

delivered to customers and

others will have a huge impact

on the production of products.

Technology to be aware of

includes:

* 3D printing—for modelling and pro-

totypes
. CAD—Computer aided design

. Capi—Computer aided manufac-
ture

. Robotics

. Scanning and imaging—medicine,
detection

worke
~item before starting the next

/

Methods of production

Purpose of business

“Businesses exist to either make products or provide

a service’

Job production
- Used to produce one-off
Cproducts, often oo

ar handmade by sk
= who cwm;}mm one

v Esart requitermwenls
Guality - skilled workers
v Matied work

e Slow and me-consuning

. High costs

L Doeso’t utihse machinery
well

Batch production
Used to produce & ran
Har, closely relabec

marde h&fﬁre gr@ﬁuctmﬁ
starts again

 Variations
Muowe iterns produced
v bowaer unit costs {bulk
baying)

. Timwe between batches
w, Increased stock holding
¢ Less skilled, staff bored

Flow production
Used to produce large

Hf fﬁf;?ﬁ;é&éi
fucts, production is
continuous

¢ Fixed costs are spread
L ldeptical products

. Lonsistent quality

» Usually automated

Il benibsle

High intial investment
COosTs

W Breakidowns

X X
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2.3.2 Working with suppliers

A good supplier will provide a business with
products , raw materials or components in the
right quantity, at the right time at the right
quality, if not then

Orders not filled
Limited choice or no products

Just iy Hime

ix

* Holding stock that does not sell is costly, because of
this some businesses change to a method called Just in
Time or JIT.

e JT - "The business holds no stock - materials and
,@ camponents they are ordered and deliverad when
needed”

Loss of customers
Poor reputation

Logistics and Supply
“The orgonisotion and transportation
e

% KFC UK & irctand 5 of goods” or “the monagement of

transport of raw materiols ond goods”

The Colonel s working on it

Cor monufacturers are a good example of JIT - Businesses which supply
gomponents to the car manufocturers deliver parts to the production Hine as
and when they ore needed

Just in Case stock control

THE CHICKEN CROSSED TH
ROAD, JUST NOT 18 OUR
RESTAURANTS..

CRITIQUE

e Wlax, stock level
e
W
=
R
WY
bl
o
>
& " Re-nrder leyel
=
o
M. stock leyel

Tirme period

« Stock does not reduce steadily all of the time
* In some weeks, sales may be very high
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2.3.3 Maﬂaging QUE“W Quality Assurance {QA)

“Where quality is checked throughout the manufocturing process *

QUE[*W Expensive in the short term, BUT can reduce costs over a longertermin a re-
duction in defects

= Quality checks at &
prevent the manutacture of sub-standard goods,

wvery stage of the production pro

* Supghiers become more important, as they need to have high

f;m{s Finie

S ditferent pustomers hawe different cedomer needs, they mey abo have dferent @G&gii‘f 1o

perrEpiies of guatity,

e md is udged by the consumar x Ouality assuzance, because itis a maragement system, can be very sxpensive and
therefom this & often reftectid b the prices chacgod for goods. However, the trade

wft can be 3 competitive advantages oeer rivals

Satealiny o Yheretore about &

/ Quality control {QC)

‘Where guaolity is checked ot the end of the production process”

- miake these checks of tess degenaing on the

Focused on improving the process

Focused on identifying defective prodocts

Finds and eliminates problems Establishes a gpood quality management

::E*x:f»i\&f ; ; N
Makes quality the responsibility of one Makes quality the responsibility of all
person/team

/ Quality for competitive advantage \

Some businesses will try to stand out from their rivals (differentiste) their praduct or
seryice, has ;é i it high guality reputation,

slity reark izseen b}é potential ustormers sng busi

AN mfﬁtmf’ of thiz guality and
srded valus

Gaining agu

» 42 IESTORS §
& N PLORLE

Quality and costs ..
mproving quality will cost money in terms of training, retraining, machinery
and sourcing higher guality components/materials. However, the long-term
TRADE CFF is this could actual reduce wastage costs and increase profits
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[ 2.3.4 The Sales Process

The Sales Process

; “Fhe sudes process i crralor If the soles
,@ is rrgeged well 6 should lead to oustornes

layalty and rope

ot purriiosg

1. Customer Interest

A business must make the customer imterested in their
offering, this can be achieved through marketing via
= Spornsorship

*  Branding

+ Advertising

*  Sales promotions and special offers

Anather way to attract interest is through sroduct
krowledge ~ often important for face-to-face transactions.
Good sales staff add value, and promote the features and

L Customer

beterest
: . o 2 Speed and
5 i;l \“;i;’“” L slficieney of
i ity service

1, Custorner |
engagement

4. Pastosales
et

2. Speed and efficiency of service

Time iz important to customers and therefore
business need to be able to deliver an-time and
speedily

If two services are similarly priced, customers
are likely to base decisions on
delivery/appointment thimes o instaliation
{convenience}

E-tzilers — must ensure their websites are easy
to use and make purchases quick and simple

Retailers—need to reduce
walting times, queyeas

X

benefits of their product/serice

Customer Interast

& buginess must make the customer interested in thelr
offering, this can be achieved through marketing via:

*  Boonsorship

+  Branding

*  Acvertising

«  Sgles promotions and special offers

Another way to attract interest is through product
kol

wizdpe — often important for face-to-face transachinns,
Good sales staff add value, and promote the features and

benefits of thelr productfservics

3. Customer Engagement

in situations where the ‘trarsaction’
takes place over time (house buying,
car purchase}there will be more
lengthy and multiple interactions
between the customer and the sales
perscon

... [tis vitalthis rela-
tionship is a good one

4. Post-Sales Service and customer feedback

This relates to support given after the purchase. Like to involve
help to use their product or sometimes a complaint.

Some products have after sales services as standard: re-waxing
jackets, annual services, warranties

After a service business will as for feadback or reviews. These
can be in the form of questionnaires sent, emailed or texted to
customers
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[ 2.3.4 The Sales Process }

Technology and customer service

It is increasingly easy for a negative customer

transaction to become public knowledge with the internet and social
media platforms. Complaints are no longer only directed to the compa-
ny but also to the public. A company's reputation can be seriously
damage by these online reviews and so it is impertant that businesses
try and prevent them from happening in the first place, and sclve any
issues quickly and to the customers satisfaction

Technology:
« Trip Advisor
« Google review

+ Facebook pages

15 years of HEBO exparience
Blgs

SEETRE U1 WIBORMEE Y BRANG

E-tailing

afly wses e-commerce bo goin soies for example, Amozon”

Advantages

 Lower operating costs, without a physical store

- Access toa world-wide audience from a single location, which opens up many
markets across the globe, which should increase sales

Rapid expansion, with relatively low costs
Disadvantages
x‘- Lots of competition, and moere difficult tostand out as ‘different’ online

% Some products/services can not be best delivered online which means this is
not suitable

£ 2417 operations, so need a plan to cope with this demand

X Hard {o build customer relationships when not face-to-face, this alsc resulis
~ incustomers being less loyal too.

1

By 2021, mobile ecommerce sales are expected to account for 54%
of total ecommerce sales.

However, "Dnly 12% of consumers find shopping on the mobile web convenient’.
rMeaning thers is a lot of room for business cwners 1o make their m-commerce
experience something that helps them stand out
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2.4.1 Business Calculations

Gross profit

{overneods fexpen ses—see net profic

Geoss Profit « Bevenge - TGS

COGE - post of sofes/Fotol voriable

German for big’ this profit is the mast basic fype, showing what you make fromthe
products sold minusthe cost of selling the goods.

it is the contribution that will go towards paying the fixed costs of the business

Toe groos prof argn

fee <
Gross Profit Margin
A
Gross Proft Ma
Formula
Examples:

EE IS 2

Byewemay i i A ﬁ
s o S ?}
Syt Svpiby w
ere Enperse —

Eareings Befors Taows &5

i Faerse %

Net profit
Profit after expenses/overhesads have been removed.

Thiz is 3 more realistic type of profit as most of the businesses costs
have all been accounted for. Expenses are all of the FIXED COSTS

Net Profit = Dross Profil - Experses

Met Profit Margin
l

M Pty Sangin Formula o

Average rate of return

Average rate of return

7

ARR messures the return or profit from 2 propossd capits! project the higherths

parcentage the more profitsble the businsss idsa

EXAM -

in the exam you might be ssked to recommend Option & or Option B, if you are giv-

=n the information to celculste ARR then this will support your answer interms of
whith waould finzncis! have 3 betterinwestmant potentizl
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2.4.2 Understanding business performance

Using data

You sre regquired to use and in-
tarprat & rangs of quentitative
business dats a5 part of business
decisipn making, Inths exam
you could be given numerical

infermation in the form of, for

may inctude finandsl data such
&% sales ravenue or marketing
datz, pesrosntage incresse in
szles wolume or markat dats
such 25 avarage incomes and
use this information in business

decision making

axsmple: charts ar graphs which 5

s, e st gare |

g
ook

&

\iested accurately

Financial information

Assessing its usefulness. ..

Uses (advantages)
Visual information in charts and gr,apﬁs
. make identifying trends easy

- Data can be compared year on year to
identify issues or changes quickly

 Lotsof information available on con-
sumer incomes, the economy, ex-
change rates, interest rates

Limitations _

% Statistical data, including market re-

# search, can become OUTDATED, and
therefore no longer reliable

WHEN the data was collected can alse

| x be an issue, especially for seasonal busi-

nesses—if it was collected during the
BUSY period, it might not be a realistic
picture of the situation

x Hard to know who collected the data, its
original purpose or whether it was col-
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2.5.1 Organisational structures

Hierarchy

responsibilities of staff The

Tall hierarchy

Tat structures have mary levels of
hiprarchy, and long thalns of
corrmand

SLpESERiioTs
lear progression (promaodion]
W f:wm manageman

Disadvantages
M Froedom of emplovess s
wstricded

anagemen] (osts

e Decisiong are show

Flat hierarchy
Flat strechbares ary offon
comaiicated and usad In emaller
Brusérgsiaes

*  KWlore communication
Dotk deosions
W ® wir stalf costy

Ddsaduwantages
M= Less progression for siaff
MK+ Can prevent growts

= ol roles are undhesy

N

“Byramid-ike ronking of individual
Wigher uo the g;.'

i of commnd and
fre f& ved of authority”

Centralised vs. De-centralised

Centralised—susinssses chot nove s Decentralised- “decision-making
centraised structurs dveg derizion-making spregd sub fo inciuge mare funiar

Hrmiy ot the top of the Meroroay MONGEETs i pie Alerarchy. ag well oz

b - iagividund fusiness units or troding soco-
- bt . . »
. - Hang”
L
- -
¢ dvardages )
W Commen polickns and practices -
cotpasioney . ’
A e Fasy to contral <% Imopoved CUSTOIEeT BRrvios
A% Eronomies of seate . Er: S tmproved motivetion of stall
e
w ' B
{sadvantagns - %
X+ Degsons cen take 8 fong time to . i 1o eemure oombteryy
- reark individual branchas o X Marder 1 rmanage financish
M Slow to respond to Jocal changes comtrol
M Reducsd motivation of managen M Dipeem emaking nol dbuays
% they buree o lack of conteg PR So—

-

Chain of command
“The poth or chain down which orders are possed down the or-
ganisation”

Subordinate

Arvy individua! vour are directly responzible for in th

e
m
o
o
i
o
4
52&
=t
oF
i
213
%
n
%
1)
4]
i
w

¥

you (subl inthe chain of command

Large companies with longer chains
»  Blessages can get fost [Chinese whispars]

#  Maneging change — further down resist chengs
= Garedtivale warsers ~ feel outsiders — reduce efficency sl

peaductivity
Lot of layees "tribal mendaBty’ —forus on aw
husinesses 3o = lead to inefficiencies

DELAYERING

Removing layers of management and workers in a hierarchy so that there
™ are fewer levels in the chain of command
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Different ways of working

Full time * Consistant staff know routines 2nd infor-
Waorking sround 40 hours per wesk - mztion ssthey ars there é%l‘s‘da‘v

. Cu&t&mers can devsl !«np mlmnsh;ps wzth

' fuﬁ-nmsrs
Part-time . C&n us& o fill busy periods by aﬁermg smsl
Usuzlly snything up to 30 hour per | shifts (4 hours)
week, becan be lass * :Can ssve on cmts if 2 full tms person iznp
: naceisary
Flexible hours s Gt«;st wark parents with children or sther
&t=ff have @ number of hours they commitment outside of work—build lovsity
arz requirsd to work, butoen start - ana: retention
and finish to suittham o
Permanent . Cnﬁstste ey

Hewe = full contract of employmant (s 'ggmmnmgg: tg the grw;mﬂ
that is indefinite {no tme ra- . :
strictions)

Allows = business to be moraflexible for
busy penasd's m‘ prﬁbngeﬂ shsence

Temporary *
Steff only employed towork for 2
rertain time period [Christmas, ma- |8 Stef are easily remwa whan not neeﬁe«d,

ternity cover) reduci nE costs

Esszy way to get specislist help and asg
tance for short periods, whichcan be |
£ost sffective '

Freslance .

Waorker not part of the firm but

brought in tosolve & particular iszue

(E;chnalagy and working [efficiency, remote working}

Technology in the formof emoil, ioplogs, conference cafiing, foce Hime hove
meant thot some stoff ore obie to gffectively work from homes (remate working),
or gnywhere in the world! This con improve efficiency, butbeing confoctoble 24/7
con be overwhelming for stoff

Technology hos olso improved gficiency—deniing with customers, deliveries eto. )

\_

2.5.1
Organisational

structures 2

. _/

Communication in the workplace

Communication is essential to ensure that all staff know
important information, they know what the businessis
trying to achieve and what is goingon at work

There are many methods of communication used at work
to inform staff of what they need to know, including:

» Telephone calls
+ Errsil

» Staff newsletters
*» Meetings

+ Brigfings

s Intranets (internal

internet]
» Twitter

£ 3
Excessive Commumnication

Too much information can lead to ‘information over-
load" and can make employees feel stressed and
overwhelmed. It is alsc likely that they will forget
important information because they have been told
so much by email, meetings, in the corridor conver-
sations

Insufficient information can mean the workforce has
little clarity, lacks understanding of what they are trying
to achieve or in the worse cases they do not have the
right information to give tocustomers!
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2.5.2 Effective Recruitment

t{ey busi:nes.s functions

Human resources (HR} resporsivie for the smpioyees wittintre
yeorkplace fmm recruitment toretirement. Staff mam and com plaints.

Finance rirarce win £rsure the correct sccount ma nagerment of the firm, the
paymert of bills [irvoizes) and the coflection of debts. They will sstdepartment
budgetand produce financialstatements stthe sod of evary year, ‘

Sales and marketing rromotionsl campaizns and advertising, this
department spegisfissd in :msamgni&s '

Lﬂglﬁtﬁ‘.ﬁ Ensuring thatthe product is in tﬁarsght place st the right ime and
inthe right quartitiss

Gyeratﬁa NS Thedepartrient responsibiz for the creation of the product.
- Often working In factories or warehousss this function ersures the productis avale-
bie . '

fions and the sales process. They dealwith custorner engidries, customer complaints
and have the ability 1o really ma ke the tompany shine, of reake rustomer gecideto
s 3 rival busiress infuture. '

IT rFunction resporsints for information technolozy, including ROS systems, phone
Yines, ordering systems, websites 3 nd databazes heloforstaF and customers.

Administration

soministrationkeeps the business bp to date and ercures dear communication with-

business 8 ng with sxternal stakehoiders. Typical jobs indiuds; serretarialwork,

feters, p@m&é tals, emails and diary managerent

Customer Services tri function i res ponsibie for customer interac- :

zﬁw&w m gz? ﬁ»;,;:‘

m e CED

Senior msmggﬁ

£ gty e rtigny 5‘?’*(“5 FrnAgY

e Team leaders
A Supen mémsww k;f* ﬁ?*é: gg w“@» w»ﬂ ﬁ'éﬁgﬂw&ﬁﬁﬁ .3? #

w @?w etk r*‘wf‘f zt*&awsﬁ M; :M gex‘%wn! %
he s capsbie of pusiivg the tow

the psmess
LR tration Dased riden
SEPONE AN0Ye Theen i the
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2.5.2 Effective Recruitment 2 ]

Internal recruitment

“Recruiting from within the business®

Advantages

«Knowledge of the business, so less
training and induction needed

 Already know the applicants
strengths and weaknesses

« Opportunities for internal promoticn
increase mofivation and retention of
staff

Disadvanisges
+ Missed opportunity to bring in new
ideas and skills from outside

« Some staff may become demotivat-

ed if they did not get the promotion

Person Specification

Content includes:

« Skills

+ Qualities

*+ Qualifications

* Experience ;?:,
Tolerant

Job Description

Content includes:

« Hours:

 Location:

« Wage/
Salary:

« Responsibl
o

« Accountable
for:

+ Nain duties

External recruitment

“Recruiting frooy outside of the
business”

Advantages

«Fresh ideas from new staff

cther pecple/businesses

« Expensive and time consum-

» New skills and expertise from ing

« Lots of training needed for
new staff to familiarise them-
selves with the company

« Conflict with existing staff

Recruitment documentation

Employer (vacancy)
* Job description—outlines the job role, pay, location

* Person specification — skills, qualities of the individual
¢ Job advert

Potential employee (candidate)
* CV + covering letter
» Application form
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2.5.3 Effective Training and development

Formal training

“Explicit training with clear gouls and aims, likely to be scheduled ond plonped for®

Paid far specislist courses, collegs courses, training programmaes. Can be expensive and

£ms iz Jost 35 employees are notworking whilst thistraining takes place.

Informal training
“Bdore refoxed, noeurad learaing. Moy happen through experfence or ke saif-givertad”

Dhsewasf:m}, discussions, self-learning, trial and error [learning from mistzkes). Custamer
zarvices could be impacted by trizl and srror, howsver vary cost effective as itis on-the-job.

Self-learning

“ eprning done by oneself, without o tegcher or instructor’

could be useful; if you are looking to g8in = promotion or apply

for 2 job within 2 different setting.

Ongoing training

“Reguier troinfng” - essentsl in dynamic businasses, or thaose with lots of policies znd pro-
cedures that keep chenging. Education, hazlthoere 2nd technulogy will be fields where on-

Performance Appraisal and target setting

Most employees will be set targets by their managers. These targets will
help the manager meet their tarpsts and the managers will belp the busi-
ness meet its overall aims and objectives. '

Targets will be setyearly, and at an appraisal meeting with 3 line manager |
they will be reviewed. Staff will hwe either fail / met/ or exceeded they
targets. They can be used to dentify training needs.
Many businesses then offer INCENTIVES based on pesrfokmame. Thisis
_often in the formof performance related pay (PRP). fan employees .
meets all of their objectives itis likely that they could receive aperfor-
mance based salary im:raase, or 8 bonus fsee ﬁrsmcim’ fmenﬁws)

gning treining is necessary to ensure & succassful sale process and customer loyaity/

ssfisfaction.

\

4 M\\ New technology—retraining )
NE

\%_,,./“”“'W As many businesses upgrade their computer systems, or introduce
news machineny existing staff will need retraining.

This is usually a good opportunity for staff o get new skills, but some will find change
and new technology intimidating - so it should be conducted carefully and in 3 sup-

Pex;‘anmoe opproisals con olso be used fo manage and motivote
emp isyeesm

Retention and motivation

Training shows an investment instaff, and employees are like to value
this training as a way of improving themselves, their skills or their ability
to apply for promotions. Training is also fundamental in ensure that staff
are zble to be successful in their job roles.

if staff feel that their employer values them L7 ™

) e Ud ~N
and has invested money in their training and v v
development, they may become loyal to the ‘i& &él

business and therefore less likely to leave. This
will reduce labour turnover, increase reten-
tion and keep skills within the business.

INVESTORS
IN PEOPLE
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(2.5.4 Motivation

Hi

th

1.

to a job, or make them put in the effort to attain a goal

Motivation

nternzl and external factors that make individuals committed

E
B

Motivation is important to gain from staff as it will lead to benefits to

e business in terms of:
Attracting staff; if staff morale is good employees will talk

about their work. This word of mouth can help a business
attract good staff

Retention; if staff are com-
mitted to their jobs and work
then they are less likely to
leave and find employment
elsewhere. This can save the
business money on advertis-

ing and new staff training

Productivity; happy staff
work harder—full stop. This
can reduce business costs in
the form of labour costs per
unit

Businesses will need to use a range of financial and non-financial incentives,
some business are not able to afford financial incentives, as they need to
reduce costs as much as possible, Even some bigger business may not use

financial incentive much, as they can upset shareholders who will receive
less in dividends, if employees receive more {stakeholder conflict}

-

Non-financial methods

lob rotation - moving around doing different job *,
roles, helps alleviate boredom but also builds
skills of staff

Job enrichment - giving employees more responsibility, and tasks
usually reserved for management

Autonomy - allowing employees to make their own decisions

Recognition - high fives, praise, employee of the week

/

Financial methods

)

Remuneration - payment for work inthe form of sslariesor wages
[Minimum Wage/ Living Wage iegisiaﬁm} .

Bonus- péid for meeting targets, lump cash
sum

Commission - % earnt on each sale made

Promotion- Esteem needs and additional pay
from promotion at work, given maore responsibility too

Fringe benefits

Senior staff- mobiles, laptops, cars

Operational staff - childcare vouchers, lunches, gym access




Theme 1: 1 Enterprise & Entrepreneurship

KEY TERMS & DEFINITIONS

Week 1 - 1,1A. THE DYNAMIC NATURE OF BUSINESS
ENTERPRISE Entrepreneurial activity (can also mean a business or company).

ENTREPRENEUR Someone who creates a business, taklng on financial risks with the aim of makmg a
profit from the business. -~ . ) .

Someone who buys & uses goods & services.

OBSOLETE Out of date or not used anymore.

E-COMMERCE Using the internet to carry out business transactions.

M-COMMERCE Using mobile technologies such as smartphones & tablets, to carry out business
transactions.

SOCIAL MEDIA Websites that allow users to interact with other users, by sharing text-based
messages, pictures or links to online content.

8. PAYMENT Enable businesses to take online payments from customers.

9. MARKETPLACE The activities involved in buying & selling particular types of goods or services, in
competition with other companies.

DATA Information, particularly statistics that can be analysed.

DEMOGRAPHIC Relating to the population, such as average age, average income & so on.

Week 3 - 1.1B. RISK & REWARD
The possibility that an enterprise will have lower than anticipated profits or
experience a loss.

12, RISK

13. FINANCIAL REWARD The money that an entrepreneur or investor receives when a business succeeds.

14. MARKET RESEARCH The process of gathering information about the market & customers’ needs &
wants in order to help inform business decisions, including product design &

marketing.

15. REVENUE FORECAST A prediction of future revenue based on expected sales; this is either a judgement

or based on previous sales patterns.

16. CASH FLOW The amount of money coming in & going out of the business & the timing of this

movement.

17. SALES REVENUE The amount of money that comes in from a business’s sales.

m%tting money into a business with the intention of making a profit.

19. START-UP A new business, usually with only a number of employees ~ perhaps only one.

20. INTUITION Knowing something instinctively or understanding something easily without
conscious thought.

Week 5 1.1C. THE ROLE OF BUSINESS ENTERPRISE
Anyone who has an interest in the activities of a business, such as its workers,
its suppliers, its directors; the local community & the government.

STAKEHOLDER

ETHICS Moral principles or standards that guide the behaviour of a person or business.

ADDING VALUE The increase in a product s value asa result of a busmess producing that

| product:

UNIQUE SELLING
POINT

Something that makes a product stand out from its competitors

‘A way of defining the business; its aims & its values in a way that can be
communicated to consumers,

Wanting to always support something or someone.




1.2. Spotting a Business Opportunity
Moral principles or standards that guide the behaviour of a person or business.

1.2A, CUSTOMER NEEDS
There are four main customer needs: 1. Price. 2. Quality. 3. Choice. 4. Convenience.

20.  ANALYSIS The process of looking at data to identify patterns or trends.

1. CUSTOMER NEEDS
A product or service’s ability to fit in well with a customer’s lifestyle or routine, the

f 22. QUANTITATIVE

Zél. QUALTITATIVE Descriptive data that cannot be measured in numbers.
i DATA

Numerical data.

ease with which it can be used &/or its easy-to-reach location.
Family needs, Financial needs, emotional needs, brand loyalty.
CUSTOMER NEEDS

1.28. MARKET RESEARCH
4 VIABLE Able to work properly or successfully.

!  DATA ,
23 INCENTIVE Something such as a payment or gift that encourages someone to do something.

2 VALID Having a solid or accurate basis of facts.

1.2C. MARKET SEGMENTATION

5. MARKET The process of gathering information about the market & customers’ needs & wants in
RESEARCH

order to help inform business decisions, including product design & marketing.

%5. MARKET

g SEGMENTATION

‘The process of dividing a target market into smaller categories by grouping
together consumers with a particular need or interest.

6 PRIMARY New research that is carried out to answer specific issues & questions.
RESEARCH

26. LOCATION Locating in different areas allows for GEOGRAPHICAL SEGMENTATION

7. FOCUS GROUP A group of people who discuss their views on a product, service, advertisement or idea,

either face-to-face or online.

2 OIEVLIEYYNTIEN Divides the market by factors such as sex or family type or stage of the family life

2 Customers can be sorted into different groups defined by the type of things they

LIFESTYLES
i like to do in their spare time,

A business can also segment customers by their income, the amount of money

(]

28. BEHAVIOUR Divides the population based on people)s behaviour
9.
0.

3 INCOME

27
§ cycle.
7

that they earn.

AGE

A business may want to segment its customers depending on their age & offer

31.
§ different products for different age groups..

MARKET

52.

ldentifies all products in a market & maps them against two of their features e.g.

MAPPING price & quality.

£ 1.2D. THE COMPETITIVE ENVIRONMENT

33. COMPETITIVE The dynamic external system in which a business competes and functions.
ENVIRONMENT : :

3
%3 DIRECT Businesses that sell the same type of product or service.

3
34
i COMPETITION

5.  INDIRECT Businesses that do not sell the same product or service but still find themselves in
COMPETITION competition with one another. - )

questions to be asked.
10. OBSERVATIONS
. Research using existing sources of information that has previously been researched,
12. SOURCE
used in research.
15. TARGET MARKET A particular group of consumers at which a business aims its products & services.
17. GENERATION Y Also known as millenials, the people born shortly before the 21 century.

TR A study undertaken by a business to identify thé strengths & weaknesses,

8. [o 181 ZN [ (o] NIN:VI{3 R A set of questions with a choice of answers.
9. INTERVIEW Can be carried out online, on the phone or face-to-face & allow detailed opened
0 Means watching how customers behave naturally, when they do not think they are
being watched. .
11 SECONDARY
RESEARCH often by other people or for other purposes.
2 A place, person or thing, such as a book or report, that can provide information to be
13 CHAMBER OF A local association that promotes the interests of businesses in a county or region.
COMMERCE
14. TRADE Organisation founded & funded by businesses that operate in a specific industry.
ASSOCIATION : :
16. SAMPL A portion of the population asked for their opinions in order to draw conclusions about
the behaviour of the whole population. :
18. BIASED Unbalanced or inclined to agree with a particular judgement or idea rather than
presenting the evidence fairly.

opportunities & threats.




1.3. Putting a Business Idea into Practice

1.3.A BUSINESS AIMS & OBJECTIVES 1.3D. SOURCES OF BUSINESS FINANCE
m MARKET SHARE The proportion of sales in a market that are taken by one business. : ,

[ SHORT TERM SOURCES
m The amount of revenue left over once costs have been deducted 3 OVERDRAFT A facility offered by a bank that allows an account holder to borrow money at
“ Likely to be non-financial, such as to reduce the carbon emissions of a business or - - - ' short notice.
improve the quality of life for a local community. . | TRADE CREDIT A credit arrangement that is offered only to businesses by suppliers.
LONG TERM SOURCES

FINANCIAL Targets expressed in money terms such as making a profit, earning income or building
OBJECTIVES wealth. E.g. survival, profit & income, Wealth.
NON-FINANCIAL These are more personal objectives regarding why an entrepreneur sets up a business.

OBJECTIVES E.g. Personal satisfaction, Chalienge, independence & control.
1.3B BUSINESS REVENUES, COSTS & PROFITS

LS PARTAYLNCEIl Refer to any money that the entrepreneur has saved up.

VENTURE CAPITAL Money lent by a large business to small start-up businesses or entrepreneurs.
SHARE CAPITAL The amount of money invested in a business by shareholders.

i - i LOANS An amount of money lent to an individual or a business that will be paid off
REVENUE The income that a business receives from sales. with interest.
INCOME STREAM The source of regu|?r income that a business receives. RETAINED PROFIT Money that a business keeps, rather than paying out to its shareholders.
[ 8. | VIABLE Capable of succeeding. CROWDFUNDING Obtaining funds from a large number of people who each pay a small amount.
[ 9. | FIXED COSTS Do not change, no matter how many products or services a business sells. i SOURCES OF FINANCE KEY TERMS
m VARIABLE COSTS Change depending on how many products or services a business sells. 3 RETURN ON The amount of money that an investor gets back in return for investing in a
| 11. | TOTAL COSTS Adding FIXED COSTS & TOTAL VARIABLE COSTS together. INVESTMENT business.

investors who are part owners in a company.

A check on the financial status to ensure

When the lender asks the borrower to put up an asset against a loan,

Any item of value that a business owns, such as its machinery or premises.

A named person who guarantees to pay the repayments on a loan should the
person who has taken out the loan not be able to do so.-

n A financial statement showing the amount of money earned & spent in a particular
STATEMENT period & the resulting profit & loss.
FEN IR Anyone who has an interest in the activities of a business. -
ETR GBS Costs directly involved in production eg. stock

EFNIECEINE Costs indirectly involved in production eg. Electricity bills, salaries

The point where a business’s REVENUE matches its TOTAL COSTS

How much sales can fall before the business’s BREAK EVEN POINT is reached again.

] 1.3C. CASH & CASH FLOW 1.3E. FINANCE - KEY CALCULATIONS
ES G he way in which money flows into & out of a business. L. REVENUE PRICE X QUANTITY SOLD
EEEEESETSSEEA More money coming in than going out. 2. zg;-?; VARIABLE VCX QUANTITY SOLD
N NESNIVALS IS Less money coming in than going out. — . 3. | TOTAL COSTS FIXED COSTS + TOTAL VARIABLE COSTS
“ The amount of money that a financial institution or supPIIer will allow a business to 2 GROSS PROFIT SALES REVENUE — COST OF SALES
use, which it must pay back in the future at an agreed time. i 5. NET PROFIT GROSS PROFIT — OTHER OPERATING EXPENSES AND INTEREST
m FIXED COSTS that come from running an office, shop or factory, which are not 6. | INTERESTIN% (TOTAL REPAYMENT — BORROWED AMOUNT)/ BORROWED AMOUNT) x100
affected by the number of specific products or services that are sold. 7 CONTRIBUTION PRICE — VARIABLE COSTS
EEA NS ~ business that is unable to pay its debts &/ or owes more money than it is owed. 5 BREAK EVEN POINT | FIXED COSTS / (PRICE — VARIABLE COST)
“ Items that get used up such as pens, paper staples & other items that a business has |5 MARGIN OF SAFETY | ACTUAL OR BUDGETED SALES — BREAK EVEN SALES
to replace regularly. 1] 10. | NET CASH FLOW CASH INFLOWS — CASH OUTFLOWS
All of the money that comes into the business. 11. | CLOSING BALANCE | OPENING BALANCE + NET CASH FLOW
m All of the money that leaves the business in order to pay FIXED & VARIABLE COSTS.
The difference between the CASH INFLOWS & the CASH OUTFLOWS.
EEREEDNYYYSE The amount of money in the business’s bank account at the start of any period.
N IV The amount of money in the bank at the end of each month.



1.4. Making the Business Effective

1.4A. THE OPTIONS FOR START-UP & SMALL BUSINESSES

The level of risk is limited to the amount of money that has been invested in the business
or promised as an investment.

BULK-REDUCING
PRODUCT

A product that is smaller than the raw materials it uses, such as paper.

23

A'product that a customer buys frequently or routinely.

LIMITED UABILITY
Property such as a house or a car.

A product that a customer takes time to consider before purchasing, by

SHOPPING GOOD

INCORPORATED A business that has LIMITED LIABILITY.

looking at & weighing up a number of options before choosing one.

UNLIMITED The level of risk goes beyond the amount invested, so the personal assets of the business
LIABILITY owner can be used to pay off the business’s debts.

TOPOGRAPHY

fhe physical characteristics of a ‘la’ndscape, such as'being flat or hilly.

(S [ [ele e .Y [ A business that is not registered as a company, so the owner & the business are seen as
D the same body.

[26. | INERTIA
}27. | e-commerce

A tendency to keep things as they are rather than change.

CONVENIENCE GOOD
3

Using the internet to carry out business transactions.

7

Using mobile technologies such as smartphones & tablets to carry out
business transactions.

gzs. M-COMMERCE

' Using a number of methods to reach the customer, including physical
_stores & e-commerce. s ,

29. | MULTI CHANNEL

1.4C THE MARKETING MIX

1.48. BUSINESS LOCATION m

30. | MARKETING MIX The combination of the 4Psof marketing: ’

31. PRICE The amount of money a customer will need to pay to receive the product.
32. | PRODUCT Thé‘ ‘éctu’aly‘goo‘d' or service that the business is offering for sale. .

33. | PROMOTION The range of activities used by a business to improve customer awareness.
34. | PLACE kyWher'e‘ the customer can purchaée the product.

Sell the same product for a lower price than competitors.

DER
PRICE WAR

When businesses try to undercut each other.

DIFFERENTIATION Designing a product with unique features

BRAND LOYALTY A customer’s willingness to buy products repeatedly from one business

’%39. PROMOTIONAL MiX The combination of promotional activities that a business uses.

15.
16.
17.

1.4D. BUSINESS PLANS

40

s

BUSINESS PLAN A document that outlines how an entrepreneur s going to set up a business

The characteristics of the population, such as gender, age, religion & wealth.

SMART OBJECTIVES Objectives that are SPECIFIC, MEASURABLE, ACHIEVABLE, REALISTIC, TIMED

the decision-making & the profits.
SHAREHOLDERS Investors who are part-owners of a company. They invest in return for a share of the

in return for a fee & share of its profits.
An entrepreneur who pays a fee to trade using the name & products of an established
business.

MARKET This means how close a business is to its customers.
competitors.

NATIONAL

SOLE TRADER A type of UNINCORPORATED business that is owned by just one person.
DEED OF A legal document that defines the terms of a PARTNERSHIP.
PARTNERSHIP
profits & voting rights at the AGM.
FRANCRISE
An established business that gives permission to an entrepreneur to trade using its name &
PROXIMITY FACTORS
Includes the number of workers in an area & the availability of workers with the right skills
MATERIALS Locating close to the raw materials that it uses to produce its finished products.
FOOTFALL The number of people passing a particular location within a given time period.
LIVING WAGE

The minimum amount that a business is legally allowed to pay its employees.

BUDGETS

NEGATIVE CASH FLOW

fihé‘ricirél'ta‘rgets for a business té‘achigve ég. sales & expenditure budget

{a3

PARTNERSHIP A business that is owned by a group of two or more people who share the financial risk,
LA ARLI-D I An INCORPORATED business that is owned by SHAREHOLDERS.
COMPANY (Ltd)
When one business gives another business permission to trade using its name & products
FRANCHISOR
products.
LABOUR
in that area.
COMPETITORS Some businesses want to be close to competitors & others want to be away from
DEMOGRAPHICS
BULK-GAINING An end product that is bigger than the raw materials used to make it eg. A bike
PRODUCT

BUSINESS




1.5. Understanding the Economic Context
1.5A. BUSINESS STAKEHOLDERS

IS Anyone who has an interest in the activities of a business.

n A proportion of an individual’s income or a business’s profits that must be
] paid to the government.

|32, | IMPORTS The flow of goods & services into a country from another country. .

DI !nvestors who are part owners of a company.

PRIVATE LIMITED An INCORPORATED business that is owned by SHAREHOLDERS who invest in the
COMPANY business in return for a share of the profits (LTD).

An INCORPORATED business that can sell shares to the public {PLC)

A place where shares in PLCs can be bought & sold.

M The amount of revenue left over once costs have been deducted.

NT TERMS The period of time that a business has to pay its suppliers.

CONSUMER

[— A serious disagreement, usually between people, countries or ideas.

L|ve or as it happens.

INCCOMES FALL

E COMMERCE Using the internet to carry out business transactions.

CONSUMER

SOCIAL MEDIA Websites that allow users to interact with other users, by sharing text-based
messages, pictures or links to online content.

INCOMES RISE

DIGITAL The use of email, SMS & websites.
COMMUNICATION

“ PAYMENT SYSTEMS Improved by payment systems such as E-COMMERCE & M-COMMERCE.

INTEREST RATES

Small files stored on a customer’s computer when the customer visits a website,
which record details about the visit & can be assessed.
1.5B. LEGISLATION & BUSINESS

| 16. | LEGISLATION The LAWS that a country must comply with.

HIGHER INTEREST
RATES

[ 33. | EXPORTS The flow of goods out of a country to another country.
| 34. | EXCHANGE RATES The value of one currency in another currency. -

1.5D. EXTERNAL INFLUENCES
| 35, | OBSOLETE Out of date or not used any more.

IMPACT OF CHANGES IN ECONOMIC CLIMATE ON BUSINESS & CONSUMERS

BUSINESS CONSUMER

Business costs will rise = - | Consumer may weII have 16 pay higher
o I R RIS pnces :
Business costs will decrease The business could reduce prices to the

consumer to become more competitive.
Or the business may keep the price the
same & make more profit per sale.

BUSINESS

REASONABLE CARE This means offering a service that is suitable & safe for customers.

LOWER INTEREST

| 18. | INDUCTION The period of time after an employee starts a job when they provided with training,

RATES

| 19. | compLy Obey a command or meet a set of standards.

EED TV Relates to the way in which employees are hired & treated by businesses.

TAXATION

|21, | MINIMUM WAGE The lowest legal rate of pay for employees, depending on their age.

HIGHER TAX

Borrowing costs rise. Borrowing costs rise.

Reward for savingincreases — Save more.

Save more. : :

LESS BUSINESS EXPANSION o . LESS CONSUMER SPENDING
Borrowing costs fall. Borrowing costs FALL.

Save less. Save LESS

INCREASED BUSINESS EXPANSION INCREASED CONSUMER SPENDING

BUSINESS CONSUMER

May reduce sales less staffed needed | Lower disposable income

LOWER TAX

PROTECTED Characteristics that cannot be used in the recruitment process to reject a candidate,
CHARACTERISTIC such as age, disability, sex or gender.

DISCRIMINATION Treating certain people differently to someone else because of a specific
characteristic.

1.5C. THE ECONOMY & BUSINESS

T2 G Refers to the performance of an economy.

EXCHANGE RATES

EXCHANGE RATE
FALLS

L 25, | LEWY A tax on a particular product or service.

| 26. | GLOBALISATION When businesses operate on an international scale & gain international influence.

m UNEMPLOYMENT People unable to find a job. Measured through the claimant count.

| 28. | BANK OF ENGLAND The Central Bank of the UK. it manages the country’s debts & sets INTEREST RATES.

May increase sales — more staff needed Higher disposable incomes

BUSINESS

CONSUMER

WIDEC — WIDEC-

Weak £ Imports Dear Exports Cheap

¢ Purchase more home made goods. Purchase more home made goods

* Sell more EXPORTS to foreign
consumers

EXCHANGE RATE

[ 29. | INFLATION The increase of prices over time.

RISES

ST RATES The cost of borrowing & the reward for saving.

SPICED —
Strong £ Imports Cheap Exports Dear Purchase more imports
Purchase more imports, reduce prices?




Access to tried & tested products. L Start-up costs can be expensive.
Possibly, an established customer 2, Royalty payments (payments to

base. . .the franchisor). :
Higher chance of survival 3. Lack of decision makmg for the
Brand image/ reputation already - * franchisee.

established. 4. Complex apphcatnon process

— The dlfferences between sole traders & Ltds
Sole Traders Private Limited Companies

Unhmnted Ilablhty means more risk. Limited liability reduces risk for the
owners
Control Owner has 100% control of deusnons Control will depend on the prdport;on
of the business sold as shares to other
sharehoiders. "

Owners keep 100% of the proflts Profits are shared proportionately
between the shareholders.
Accounts are not made public.- ; Accounts can be viewed by anyone for’
: ; o asmall fee. Bt e



Theme 2: 2.1 Growing the Business

23, CULTURE The general attitudes, behaviour & beliefs of a business & its workforce.
24, RETRENCHMENT When a business downsizes the scale of its operations by reducing the
number of employees or closing less profitable branches.
25, ORGANISATIONAL The way in which the workforce is organised, usually a hierarchy with people
STRUCTURE reporting to managers all the way up to the Chief Executive Officer (CEO).
26. PRODUCT The range of goods & services offered by any one business.
PORTFOLIO )

27. GLOBALISATION When businesses operate on an international scale & gain international
influence or power.

28. IMPORTS The flow of goods & services into a country from another country.

29. EXPORTS The flow of goods & services out of a country to another country.

30. DOMESTICALLY At home, or within a business’s home country.

31. TARIFF A tax imposed on imports or exports

32. PROTECTIONIST An action taken by a government to reduce the flow of imports into the

MEASURES country.

33. TRADING BLOC A group of country’s that agree to act together to promote trade between
themselves. E.g. The EU, NAFTA, ASEAN.

34. LOCALISE Adapt to suit the local area & its needs, particularly in terms of culture,
language or geographical location.

35. MARKETING MIX The combination of the 4Ps of marketing.

1 INTERNAL GROWTH | Occurs when a business expands by itself, by bringing out new products, or by
entering new markets. Also known as ORGANIC GROWTH.
2, METHODS OF 1. Introducing new products or
INTERNAL GROWTH | 2. Entering new markets.
3. RESEARCH & Research into new products or processes & developing the ideas that are generated
DEVELOPMENT from research.
4. INNOVATION The act of creating new products or processes.
5. E-COMMERCE Using the internet to carry out business transactions.
6. EXTERNAL GROWTH | Occurs when a business expands by joining with another business. Also known as
INORGANIC GROWTH.
7. METHODS OF 1. Mergers or
EXTERNAL GROWTH | 2. Takeovers.
8. MERGER When two or more businesses agree to join together & operate as a combined
business.
9. TAKEOVER When one business buys another business & incorporates it into their own business.
10. PUBLIC LIMITED An incorporated business that can sell shares to the public.
COMPANIES (PLCS)
11, INCORPORATED A business that is registered as a company, so the owners (shareholders) & the
business have a separate legal identity.
12. MULTINATIONAL A business with operations in more than one country also known as a multinational
corporation (MNC). '
13. INTERNAL SOURCES | Found within the business & include:
OF FINANCE 1. Retained profit & 2. Selling assets. No interest will be payable on either method.
14. RETAINED PROFIT Money that a business keeps, rather than paying out to its shareholders.
15. SELLING ASSETS Selling assets is the process by which a business sells items that it owns in order to
raise finance.
16. EXTERNAL SOURCES | Found outside the business such as LOAN CAPITAL & SHARE CAPITAL.
OF FINANCE
17. SECURED Guaranteed, because if the business fails to repay the loan, the asset will be taken
: by the bank.
18. | DIVIDENDS A percentage of the business’s profits that is paid to shareholders as a reward for
their investment in the business.
19. STOCK MARKET The process of changing a business to a to a PUBLIC LIMITED COMPANY (PLC) by
FLOATATION issuing shares for sale on a stock exchange.
20. STOCK EXCHANGE

A place where shares in PLCs can be bought & sold.

X

VESS

21. DEGREE OF The numr & f businesses competing in particlar market.
COMPETITION )
22, MARKET SHARE The proportion of sales in a market that are taken by one business.




PRODUCT

Theme 2: 2.2. Making Marketing Decisions

which are pl

Refers to the goods or services sold by a business.

3. DESIGN MiX A triangle which contains three aspects of design that all products need to
address in the research and development stage
4. FUNCTION How well a product does its job.
5. AESTHETICS The visual attractiveness of something.
6. COST Producing the product for a cost that allows the business to make a profit.
7. PRODUCT LIFE CYCLE Plots the sales of a product through the four stages of its life.
8. INTRODUCTION Covers the research, development & launch of a new product.
9. GROWTH The product becomes increasingly popular & sales may rise rapidly.
10. MATURITY The business now receives repeat purchases from its loyal customers. Its costs
are low as economies of scale are exploited.
11. DECLINE Sales begin to fall as the product loses popularity.
12. DISCONTINUED No longer produced or sold.
13. EXTENSION Any action that a business can take in order to lengthen the product life cycle &
STRATEGIES encourage growth in sales, during the decline phase.'Most common approach
involves: 1. using different promotions. 2. Rebranding as e.g. new improved
recipe.
14. ECONOMIES OF SCALE | A situation where average costs (of production, distribution and sales) fall as a
: business increases the amount of product that it produces, distributes & sells.
15. DIFFERENTIATION The process of developing a distinctive or unique product.

Usp

PRICING STRATEGIES

Something that makes a product stand out from its competitors.
() ed ks ¥
The way in which a business decides on the price of a product or service.

19. HIGH VOLUME PRICING | This involves producing a lot of a product at a low cost, using economies of scale.
STRATEGY
20. HIGH MARGIN PRICING | Involves maximising the difference between the production cost of each product
STRATEGY & the price for which it can sell the product.
21, INFLUENCES ON Technology which allows UBER to use dynamic pricing according to demand.
PRICING STRATEGIES Competition which provides consumers with more choice.
Added Value which reflects how much additional value the given product has e.g.
through differentiation, branding, being hand made & so on.
22, MASS MARKET A large market where customers have similar needs & characteristics.
23, GENERIC A characteristic relating to an entire group, not specific.
24, NICHE MARKET A small market where customers have very specific needs & characteristics.
25. MARKET SEGMENT The process of dividing a target market into smaller categories by grouping

to lar need or interest.

nic act

ether consumers with a parti

n

PLATFORM

PATENT

27. | PROMOTION [ The group of techniques that a business uses to make customers & potential
STRATEGIES customers aware of & interested in its products & services. Examples include:
Advertising, sponsorship, product trials, special offers & branding.
28. | ADVERTISING When a business pays to use adverts to communicate with customers.
29. | EMOTIVE Language intended to affect people at an emotional level, usually using adjectives
LANGUAGE such as crazy, cutting edge or cool.
30. | MEDIUM The way in which something can be communicated (media —~ plural of medium).
Examples: TV 24%, Radio 3%, Digital 50%, Print 16%, Roads 6%.
31. | SPONSORSHIP When a business supports an event, activity, person or organisation, either
financially or by providing its products or services.
32. | PRODUCT TRIALS Free access to or the giveaway of a product.
33. | SPECIAL OFFERS AKA sales promotions are a short-term special offer, usually in the form of a
discount, used by business to attract customers to buy a product of service.
34. | PUBLICITY Any communication about a business that is created by the business, its customers
or a third party. :
35. | PRESSURE GROUP | A group of people who join together to try to influence government or business
policy for a particular cause.
36. | BRANDING The personality or image of a product, generated through marketing activities.
37. | BRAND Helps consumers identify with a product and a certain set of characteristics with
PERSONALITY that brand, such as quality, fun, sophistication.
338. | VIRAL Advertising using social networking to increase sales or boost brand awareness.
ADVERTISING
40. | E-COMMERCE Using the internet to carry out business transactions.
41. { M-COMMERCE Using mobile technologies, such as smartphones & tablets to carry out business
transactions.
42. | RETAILING Selling products or services to customers in a physical shop.
43, | E-TAILING Retailing to customers through the internet, such as through an e-commerce
website.
44. | MARKUP The amount of money added to the cost price of a product or service to make the
final retail price.
45, | THIRD-PARTY An e-commerce website or service that is run by an unrelated business.

Legal protection meaning that a design or invention cannot be copied by others.




Theme 2: 2.3 Making Financial Decisions

230 N
1 OPERATIONS The activities that allow a business to produce & deliver products & services to its
customers. Operations transform inputs into outputs.
2. INPUTS Labour (the employees), Capital (money) & Materials (raw materials & stock)
3. OUTPUTS Finished products & services.
4, PRODUCTIVITY A measure of the effectiveness with which a business produces its outputs.
5. EFFICIENCY How well a business limits the amount of waste that it produces.
6. FLEXIBILITY A business’s ability to change what it does to meet the needs of its customers,
often in order to provide individual or bespoke products.
7. QUALITY How well a product or service does its job.
8. BESPOKE Designed and made for an individual customer.
9. PRODUCTION PROCESS | Refers to the different production methods used by a business. This can be
through Job, Batch or Flow methods.
10. JOB PRODUCTION Involves the production of one bespoke product at a time.
11. BATCH PRODUCTION Allows a business to produce products in relatively large production runs, which
may use some automation.
12. FLOW PRODUCTION Takes place when a standardised product is produced on a large scale.
13. | AUTOMATION Using machinery or robotics instead of employees to produce final products.
14. PROFIT MARGIN The proportion of revenue left over after costs have been deducted.
15. ECONOMIES OF SCALE | A situation where average costs (of production, distribution and sales) fall as a
business increases the amount of product that it produces, distributes & sells.
16. DOWNTIME Time when a person or machine is not producing something.
17. COMBINING METHODS | Many firms will combine different production methods. E.g. Nike, Ford.
18. IMPACT OF Technology such as manufacturing machinery & robotics is now widely used in
TECHNOLOGY ON many businesses’ production processes. it can help to:
PRODUCTION * Reduce costs
* Improve quality
* Improve flexibility of manufacturing
* Balance cost, productivity, guality & flexibility.
19. SUPPLY CHAIN The management of the flow of goods & resources through production.
MANAGEME
20. PROCUREMENT The process of managing a business’s major purchases, from raw materials to
delivery vans.
21, RELATIONSHIPS WITH | There are several factors that contribute to a business’s relationship with its
SUPPLIERS suppliers: These include:
* The cost of the materials or products
* The delivery speed, reliability & cost.
* Quality & availability of the materials
« The level of trust in the supplier.
22. LOGISTICS The organisation & transportation of goods.

23. FLUCTUATE A rise or fall in the number or amount.
24, SERVICE LEVEL This contract clearly states the level of service that the business expects its
AGREEMENTS suppliers to provide. This may include:
* Aguaranteed timetable of regular deliveries
* The business’s payment terms
* The level of quality required
*__An agreement on quantities being ordered on a regular basis.
25. SUPPLY DECISION 1. Cost- Good logistics will limit wastage of stock & transportation costs.
IMPACTS 2. Reputation — Efficient logistics will ensure goods are stocked.
3. Customer Satisfaction — Fast & efficient logistics will satisfy customers.
26. STOCK Represents either raw materials or ingredients that a business uses to make
its products that it has procured from a supplier.
27. PERISHABLE Likely to go out of date or go off quickly.
28. BAR GATE STOCK Indicates the level of stock that a business is holding at any one time.
GRAPH ,
29. LEAD TIME The length of time between new stock being ordered & its delivery at the
factory or shop.
30. JUST IN TIME

31.

Involves the procurement of stock only when it is needed rather than
ing | ities in a warehouse.

S \ b 4 S

R,

How well a product has been made, the purity of its ingredients or raw
materials or how long it will last.
32. QUALITY CONTROL The process of checking the standard of a product’s quality
33. QUALITY ASSURANCE Emphasizes quality checking at every stage of production to reduce sub-
standard products.
34, QUALITY MARK A standard of quality given to a business that is accredited by a professional
' body. This may include the British kitemark, the Investors in People quality
mark or the CE mark for products that comply with European standards.
35. COMPETITIVE An advantage a business has over its rivals that is unique & sustainable. This
ADVANTAGE could occur through a USP, high quality,

location, low cost & price & so on

ESPROCE:

36. THE SALES PROCESS Involves: 1. Customer interest. 2. Efficient service. 3. Customer
engagement. 4. Post-sales service. 5. Customer loyalty.

37. SALES APPROACHES 1. The Hard approach —sales employees actively approach & engage
customers. .
2. The Soft approach — Sales employees make customers aware that they
are available if the customer needs any information or support

38. TRANSACTION The att of buying or selling something.

39. QUANTITATIVE Concerning the quantity or amount of something that can be measured in
numbers.

40. QUALITATIVE Concerning the quality of something that cannot be measured.

41. METRIC A standard of measurement.

42. DIFFERENTIATE Show that a product or service is different from similar things.




Theme 2: 2.4 Making Financial Decisions

While this unit is shorter in content it is WorthWhlle going back This refers to borrowmgfrom external sources which incurs interest costs.

H H 3 Typical examples include Overdrafts, Loans & Mortgages.
over the key calculations from 1.3, together with key sources of e

finance. . | OVERDRAFT -A facility offered by a bank that allows an account holder to borrow money

at short notice. -
TRADE CREDIT A credit arrangement that is offered only to busmesses by suppliers.

1 PROFIT Total Revenue — Total Costs LONG TERM SOURCES
2 GROSS PROFIT Sales Revenue — Cost of Sales - - PERSONAL T:\"INc 38 Refer to any money that the entrepreneur has saved up.
3. COST OF SALES Direct costs of purchasing raw materials & manufactured finished products. VENTURE CAPITAL Money lent by a large business to small start-up businesses or
4. NET PROFIT Gross profit — other operating expenses & interest -- entrepreneurs.
5 PROFIT MARGIN A measure of profitability calculated as a percentage of income. m SHARE CAPITAL The amount of money mvested ina busmess by shareholders
6

GROSS PROFIT The difference be.tween sales revenue & the cost of sales. 35 LOANS An amount of money lent to an individual or a business that will be paid off
MARGIN (GPM)} GPM = Gross profit / sales revenue X 100 with interest.

7. NET PROFIT MARGIN | The difference between sales revenue & total costs. Em RETAINED PROFIT Money that a business keeps, rather than paying out o its shareholders,

(NPM) NPM = Net Profit / sales revenue X 100 i
8. AVERAGE RATE OF Is the average annual amount of income generated over the life of an investment. CROWDFUNDING gr:t:::tng funds from a large number Of people whoeach pay a small r

RETURN ARR % = avg annual profit (total profit /no. of years)/ cost of investment X 100 ‘ SOURCES OF FINANCE KEY TERMS '
9. INFLATION The general increase in prices.
10. MARKET SHARE The proportion of sales in a market that are taken by one business. { ?l\f\.ll'gslfrl\:\nng Z:Z:g‘:unt of money that an lnvestor gets backin. return for mvestlng ina
11. VARIABLE A quantity used in a calculation or some measurable piece of information. SHAREHOLDER Investors who are part owners in a company
12, INFOGRAPHIC A graphic representation of information to make it interesting & easy to m CREDIT CHECK A chock on the financial status 1o ensure -

understand.

13, DEMOGRAPHIC Relating to the structure of the population. m SECURITY When the lender asks the borrower to put up an asset against a Ioan

ASSET Any item of value that a business owns, such as its machinery or premises.
43 GUARANTOR A named person who guarantees to pay the repayments on a loan should
the person who has taken out the loan not be able to do so.

1.3. FINANCE - KEY CALCULATIONS

14. QUALITATIVE DATA Descriptive data that cannot be measured in numbers.
15. QUANTITATIVE DATA | Numerical data.

REVENUE PRICE X QUANTITY SOLD
o TOTAL VARIABLE VC X QUANTITY SOLD
Gross and Net Profit COSTS
TOTAL COSTS FIXED COSTS + TOTAL VARIABLE COSTS
GROSS PROFIT SALES REVENUE — COST OF SALES
NET PROFIT GROSS PROFIT - OTHER OPERATING EXPENSES AND INTEREST
: SN INTEREST IN % (TOTAL REPAYMENT - BORROWED AMOUNT)/ BORROWED AMOUNT)
Revenue - G&%?stggld Gross Profit. L3 Expenses '} x100
7. : HEN CONTRIBUTION PRICE — VARIABLE COSTS
F ‘ Y BREAK EVEN POINT | FIXED COSTS / {PRICE — VARIABLE COST)

MARGIN OF SAFETY | ACTUAL OR BUDGETED SALES — BREAK EVEN SALES
NET CASH FLOW CASH INFLOWS — CASH OUTFLOWS
CLOSING BALANCE OPENING BALANCE + NET CASH FLOW




