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The ‘BIG’ picture

Personal Learning Checklist

Theme 2 Building a Business

Content

2.1
Growing the business

2.1.1 Business growth

| can explain internal and external methods of growth and explain the
features of plc’s. | can also explain the different sources of finance
available for growing and established businesses.

2.1.2 Changes in
business aims and
objectives

| can explain why business aims and objectives change as businesses
evolve.

2.1.3 Business and
globalisation

| can explain the impact of globalisation on businesses, trade barriers
used to restrict trade and can explain the importance of the internet
and the marketing mix for competing effectively.

2.1.4 Ethics, the
environment and
business

| can explain the ethical and environment considerations on
businesses

2.2
Making marketing

decisions

2.2.1 Product

| can explain the design mix, the product life cycle and extension and
the importance to a business of differentiating a product/ service.

2.2.2 Price

| can explain different pricing strategies and what can influence the
strategy used

2.2.3 Promotion

| can explain appropriate promotion strategies for different market
segments, and the use of technology in promotion

2.2.4 Place

| can explain different methods of distribution

2.2.5 Using the mix to
make decisions

| can explain how elements of the marketing mix can influence other
elements, use the mix to build competitive advantage.

2.3.1 Business
operations

| can explain the purpose of business, and the different production
techniques used. | can also explain the impact of technology on
production.

2.3.2 Working with
suppliers

| can interpret bar gate stock graphs and compare this method of
stock control with just-in-time stock control. | can also explain the
importance of the role of procurement within businesses.

2.3.3 Managing quality

| can explain the concept of quality and its importance in the
production of goods and services, and how quality can control costs

2.3.4 The sales process

| can explain the need for good product knowledge, speed, efficiency
and after-sales service within businesses to provide good customer
service and satisfaction.

2.4.1 Business
Calculations

| can understand and calculate gross profit and net profit.
| can calculate and interpret gross profit margin, net profit margin,
and the average rate of return

2.4.2 Understanding
business performance

| can use and interpret quantitative business data in the forms of;
information from graphs and charts, financial data, marketing data
and market data.

| can use this information to support business decision making

2.5.1 Organisational
structures

| can explain the different organisations, the importance of effective
communication, and different ways of working

2.5.2 Effective
recruitment

| understand different employment roles, and the processes used to
recruitment new staff

2.5.3 Effective training
and development

| can explain different methods used to train staff and the importance
in staff development for motivation and retention

2.5.4 Motivation

| can explain the need for a motivated workforce and can explain
different financial and non-financial methods used for motivation

3|Page




2.1 Growing the business

Personalised Learning Checklist

2.1

pay
Jaquiy

EEN]5)

2.1 Growing the Business

2.1.1 Business Growth

Explain 'internal' methods of growth

Explain 'external' methods of growth

Public limited company - formation, advatnages and disadvatnages

Sources of finance for established businesses

2.1.2 Changes in business aims and objectives

Reasons why aims and objectives change

Survival moving to growth

Entering or exiting new markets

Growing or reducing the workforce

Increasing or decreasing product range

2.1.3 Business and globalisation

The impact of globalisation on businesses; imports / exports

International business locations

Multinational companies (advatnages and disadvantages)

Tariffs and trade blocs

The use of the internet in international trade

Changing the marketing mix to help businesses compete internationally

2.1.4 Ethics, the environment and business

Trade offs between ethics and profit

Trade offs between the environment and ethics

Pressure group activity and the marketing mix
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2.1 Key word glossary

Asset

Something a business owns which is of value; van, car, tools. Assets
can also be the personal possessions of an entrepreneur and can be
taken for sale at auction should a sole trader fail to make debt
repayments.

Environmental considerations

When businesses consider their impact on the environment, in terms
of destruction, depletion of natural resources and/or pollution.

Ethics

? Doing what is morally right, possibly above and beyond legal
%' requirements.

[
Viid
G4

Export

To send something out of the country it was produced in, for example
the UK exports lots of heavy plant (JCB)

External growth (see inorganic growth)

To grow a business by joining with another different external business
(could be a competitor) through merger or takeover

External source of finance

Sources of finance from outside the business; share capital, loan
capital, venture capital, trade credit

Globalisation

Reducing the ‘distance’ between countries by improvements
in world trade, communications and finances.

Import

To bring in something from another country, possibly because it is not
made or produced domestically, or because it is cheaper. For example;
rice, bananas

Innovation

To bring something new to the market

10|Page




Inorganic growth (see external growth)
When a company grows in by purchasing another company
Internal growth (see organic growth)

When a company grows through increasing its sales and gradually
expanding its operations

Internal source of finance

Sources of capital that can be raised from within the business; by
selling assets or retaining profits

Loan capital

Money raised from a bank at an agreed rate of interest. The business
will pay back the capital sum plus any interest owed. Payments will be
made monthly for the period of the loan

Merger ' u
When two businesses join together to form a g’\
new bigger business MERGER

Multinational business

A business operating in several countries, but managed from one
(home) country

New markets

Entering a different marketplace to sell your product/service, often
overseas (China), but could also be to a different market segment
(DIGALL)

Organic growth (see internal growth)

When a company grows through increasing its sales and gradually
expanding its operations

Product portfolio (product range)

A product portfolio describes number of different products that a
business sells. For example Ford has a product portfolio which
includes; the focus, KA, Fiesta, Ranger, Cougar etc.

11|Page




Pressure group

A group of individuals that try to influence or change the behaviour of
businesses or the government. For example; Greenpeace, NO to HS2

Public limited company (plc.)

A company that sells shares on the stock exchange (stock market
floatation) and therefore has many owners who are members of the
public. PLC’s have limited liability, meaning only money invested in the
business can be lost if the business fails, as it is a separate legal entity
from its owners.

Research and development

Often a department within a large business, research and
development is there to come up

o \ |/

@ \\.// & with and test new products. This is
RESEARCH & DEVELOPMENT an important department if your

A - Foad business competes on innovations

ull ~

and new technology

Retained profit

Profits kept by the business to reinvest — usually to grow the business,
rebrand, or open new stores

Selling assets

An internal source of finance whereby a business sells assets that it no
longer needs to raise additional finance

Share capital

An external source of finance gained by selling shares in the company
to friends and family (Itd.) or the public (plc.). This money is then
invested into the business

Stock market

The place where shares in public limited
businesses are bought and sold

Stock market floatation

The act of making shares available for sale on the stock market

12 |Page




Sustainability

Continued development or growth without significant deterioration of
the environment and natural resources

Takeover

Where one businesses grows by buying another business, sometimes
by purchasing its shares. The old business now belongs to the
purchaser

Tariff

A tax placed on imports, to make them more expensive and to protect
domestic industries

Trade bloc Trade Blocs

When countries come together to remove

trade barriers between them, allowing free
trade within the ‘bloc’. Includes free
movement of labour, money and goods

Trade-off

What is given up by choosing an alternative option. For example, if |
decide to use this hour to play on the Xbox, then | will lose out on an
hour of business revision. This is a trade-off.

Workforce

The entire staff of a business, all of its employees

13 |Page




2.2 Making marketing decisions

Personalised Learning Checklist

2.2

pay
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2.2 Making marketing decisions

2.2.1 Product

The design mix

The product life cycle (including extension strategies)

The importance of differentiation

2.2.2 Price

Pricing strategies (at least 5 different ones)

Technology and pricing strategies

Competition and appropriate pricing strategies

Market segments and strategy

Product life cycle and pricing strategy

2.2.3 Promotion

Appropriate promotional strategies for different market segments

Targeted online advertising

Viral advertising

e-newsletters

2.2.4 Place

Retailers - advatnages and disadvantages

e-tailers (e-commerce) - advatnages and disadvantages

2.2.5 Using the marketing mix to make business decisions

Intergrated marketing mix and competitive advantage

Influences and relationships between the 4P's

14 |Page
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2.2 Key word glossary

Advertising
Paid for public communication about your business, products or ideas.
Aesthetics

Part of the design mix, this refers to the way the product looks and feels
and is often related to the materials used and their quality

Channels of distribution

Selling Directly to Consumers

The way that a product gets from the
producer to the consumer. Direct
channels can occur where the producer
sells directly to the consumer, or channels
can be longer using more intermediaries,
each making a small profit as they re-sell
the good

Producer | "3}| Consumer

Selling through Retailers

| Producer | ,3?{ Retailer :}.* Consumer

Selling through Wholesalers

| Producer !,“,s». Wholesaler : \{ Retailer E;;—| Consumer

Competitive advantage

Something that makes your business stand out from competitors; low
price advantage, quality, customer service.

Cost (Economical manufacture)

Part of the design mix, cost refers to being able to produce the product in
a way that will enable you to achieve a profit

Decline phase

The final section of the product life cycle, when sales are falling off.
Businesses may consider retiring the product at this stage

Design mix m

The product is often described in terms of

the design mix, which includes three / \
elements; aesthetics, cost and function S ECRORNE
PEETSIC i

E-newsletters

Electronic newsletters and information sent out via email to reach large
numbers of potential or actual customers and keep them informed.
Marketing material
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E-tailer
A business that only uses e-commerce to gain sales for example, Amazon
Extension strategy

Any strategy developed to try and increase the life cycle of a product. In
the later stages of a product this could be by reducing the price, or
bringing out limited additions during the maturity phase

Growth phase

The stage of the product life cycle where sales
are increasing at the quickest rate. At this point
the business should start making profits.

SALES

TIME

Introduction phase

The earliest part of the product life cycle when a new product is
introduced after launch, this is usually when the fewest sales are made
and promotion is at its highest

Freemium

A business model that allows a consumer to receive a basic service for
free, but add-ons and premium services will need to be paid for.

Example: Apps can be free, but will allow in-game purchases of lives, items etc.

Function

Part of the design mix function refers to how well a product performs. For
example; how well does a washing perform at washing your clothes, or
how well does your smartphone perform across a range of criteria (phone,
camera, apps, storage, battery life)?

Market segment

A group of people with shared characteristics.
For example, 19-24 year olds who go to
nightclubs, or 50+ wealthy gentlemen with an
interest in sailing.

Maturity phase

The stage of the product life cycle when sales have reached their peak, at
this point maximum profits are made, and less promotion is needed.
However, it is also likely that now the business will employ extension
strategies to prolong the life of the product
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Product life cycle PRODUCT LIFECYCLE

The stages that a product will go through during its
life, depicted by a graph it will show sales over time

SALES

Product trials e

Any promotional tool that will encourage potential customers to try a
product. Can include a range of methods including; give-aways,
introductory pricing, vouchers and coupons

Retailers

Physical stores and shops where purchases can be made.
Retailers can be retail shops on the high street,
wholesalers, agents or directly from the producer

Sponsorship

When a business backs and supports a team or individual to get their
name out in the public domain. Often used within sport (Sky sponsor our
cycling team) and shown through the use of branded clothing

Viral advertising

Using social media and customer contacts (friends) to spread adverts and
marketing material online, often used on Facebook and Twitter

Targeted advertising @;t‘
m ADVERT 1SING soc! AOTEI:::)LK NG

Advertising that is only going to specific individuals =% \/iRAL ©
based on market segmentation, or buying habits. CMARKETING %52

Qog@

WN?RDT?"F INTERACTIVE INTERNET
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2.3 Making operational decisions

Personalised Learning Checklist

2.3

pay
JRquiy

usalo

2.3 Making operational decisions

2.3.1 Business operations

The purpose of business (goods/servcies)

Production processes - advantages and disadvatnages of each

Impact of technology on production

2.3.2 Working with suppliers

Bar stock gate graphs

Just-in-time production

Relationships with suppliers

Logistics and supply deicsions

2.3.3 Managing quality

Quality control

Quality assurance

Quality to control costs and gain competitive advantage

2.3.4 The sales process

The importance of providing good customer service

Product knowledge, speed and efficiency

Responses to feedback and after-sales service
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2.3 Key word glossary

Bar stock gate graph

A graph showing the ordering habits of a business. It will show maximum
and minimum (buffer) stock levels, re-order quantity and lead time

Batch production

A method of production where many
items/portions of the same item are made in one
go, followed by another ‘batch’ of different items
and so on. Often used in catering and bakeries

Buffer stock (minimum stock level)
The minimum amount of stock that a business wants to hold on site

Customer feedback

Information coming directly @ @

from customers about the satisfaction or
dissatisfaction they feel with a product or a
service

Customer service

The assistance and advice provided by a company to those people who
buy or use its products or services

Efficiency

Efficiency is the quality of being able to do a task successfully, without
wasting time or energy. It also describes the relationship between inputs
and outputs; if a business can produce more with the same inputs it would
be more efficient

Flexibility
The ability to be able to change to meet different demands or needs
Flow production

Continuous flow production usually involves
assembly lines which moves a product through
different stations. Frequently used with the
manufacture of mass produced products like
cars
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Goods
Tangible physical items that can be owed by an individual

Job production

Single production of one product at a time from beginning to end. This can
allow for high levels of customisation and therefore differentiation. Used
to create bespoke products like tailored suits, yachts and occasion cakes

Just in time production

A method of production where the supplies and , !\
components are delivered to site when they are needed. i€ J',-"J N
This reduced the need to hold stocks (cash flow) and can &

reduce waste o
Lead time

The difference in time between the order being placed, and when it would
arrive onsite (delivery)

Lean production

A method of production focused on the elimination of waste

s ) ﬁj_;_-\
Logistics clias ol
ol B
The business activity of transporting goods to {E‘; |-° i
customers, in the right quantities at the right time. v Y e s
s L

Post-sales service

The after-sales support that a business provides, often through helplines
or ‘chat’ functions on their website. After-sales can include dealing with
complaints, questions or providing additional services after the purchase
of a product like servicing

Procurement

Buying the goods and services that enable an organisation to operate in a
profitable and sometimes ethical manner

Productivity

A measure of the efficiency of a person, machine, or factory. Usually
measured in output per person, or per hours/day
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Quality
A measure of excellence or a state of being free from defects
Quality assurance

A system to ensure that quality is achieved throughout the production
process, as all members of staff are involved.

Quality control

Qual {+7
Con+rol

A method of checking quality at the end of a manufacturing

. : VPASS
process, by a designated quality controller.

Re-order quantity

lf cemm 0, w The level at which new stock would be ordered,
i A A A = allowing for lead time and consideration of the
| '\ ==  minimum stock level (buffer stock)
IE. mzl N ‘\\\\

| T Rl
Reputation

The opinion that people in general have about someone or something

Wastage

An output that is undesirable and represents a loss of
money. Waste can be in many forms; mistakes, time,
faulty products
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2.4 Making financial decisions

Personalised Learning Checklist

2.4

pay
Jaquiy

usaI9

2.4 Making Financial decisions

2.4.1 Business Calculations

Calculate and interpret gross profit

Calculate and interpret Net profit

Calculate and interpret Gross profit margin

Calculate and interpret Net profit margin

Calculate and interpret Average rate of return

2.4.2 Understanding business performance

Use and interpret business quantitative business information from:

Graphs and charts

Financial information

Marketing information

Market information

Explain the use and limitations of this kind of data in making decisions

Use the data to support business decisions
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2.4 Key word glossary

Average rate of return (%)

Average annual profit divided by the cost of investment x 100

Costs

Payments that the business will need to make. Costs represent money
leaving the business

Expenses ( /{{[{’f’l
Usually fixed costs, expenses are needed for the day to _‘ — 2z
day running of the company and include items such as; L‘ : , == 4
wages, rent, machinery, equipment purchase Ly

Financial data
Any information relating to the financial accounts of the business
Gross profit

‘Big’ profit, calculated by taking total direct costs (variable costs/cost of
goods/COGS) away from total sales revenue.

Gross profit margin (%)
Gross profit divided by sales revenue x 100
Market data

Data about the market where the product/service
is sold, this can include information about the
market segment (income), whether sales in this market are increasing
or decreasing, and new trends

Net profit
. P =
Gross profit minus expenses Netprot _ Netprofittoeforota)
. . o margin Sales
Net profit margin (%) L J

Net profit divided by sales revenue x 100

Profit

Total revenue minus total costs = profit (or a loss)
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Return on investment

The amount earned on any investment made. If you put savings into a
bank account you are likely to receive about 2%. If you invest in a

business you will want to receive more return than this, and also more
than inflation to actually make a ‘real return’

Revenue

The money made from sales (also known as turnover)
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2.5 Making human resource decisions

Personalised Learning Checklist

2.5

pay
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2.5 Making human resource decisions

2.5.1 Organisational structures

Heirarchical and flat organsiational structures

Centralised and decentralised

Effective communication (excessive communication)

Part-time, full-time and flexible hours

Permanent, temporary and freelance contracts

Impact of technology on way of working

2.5.2 Effective recruitment

Different jobs roles and responsibilities within an organisation

Recruitment documentation

Legislation and recruitment and training

Internal and external recruitment

2.5.3 Effective training and development

Formal and informal training

Self-learning

ongoing training

Target setting and performance reviews

Training, motivation and retention

Retaining for new technology

2.5.4 Motivation

The importance of motivation; attracting staff, retention, productivity

Financial methods of motivation

Non-financial methods of motivation
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2.5 Key word glossary

Application form Applcation form

Document used to apply for a vacancy, will include personal
details, education and qualifications, employment history and
reference information. Can be completed on paper or
submitted online

Autonomy

The ability to make your own decisions at work. Can be highly
motivational for employees but should only be used when you trust the
subordinate

Bonus

Financial reward paid as a lump
sum, usually linked to
performance or meeting

objectives Vo

Commission

A percentage (%) kept by a sales person of the sales they make on
behalf of the business. An estate agent will earn a commission of each
house that they sell, which will encourage them to sell more and get
higher selling prices

Centralised business

A business strcutre where decision making is kept firmly at the top of
the hierarchy or at Head Office

Curiculum vitae (CV)

A CV is a document that can be used to apply for a vacany. If
using a CV then a covering letter should also be included

Decentralised business

A business strcutre where decision-making is spread out across the
hierarchy (or left to individual branches)
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Excessive communication

When there is too much communication being
received by employees via; emails, meetings, corridor
coversations. Too much information can lead to stress, confused
messages and forgetting what is important

External recruitment

The process of attracting, selecting and recruiting someone from
outside of the business

Informal training

Informal training can happen between collegaues, through trial and
error or self-learning, it is not arranged specifically by the workplace

Internal recruitment

The process of attracting, selecting and recruiting

someone from inside the business O,
a4
Flat structure wi

An organsiational structre with fewer layers within the hierarchy. Each
individual is likley to have more responsibility

Formal training
Specific and scheduled training with clear learing aims and outcomes
Freelance

Some who works for themselves, but can be requested to work on a
specific project/issue by a business

Fringe benefits

Financial incentives on top of a salary or a wage in return for work.
Common examples include; discounts, pensions, company cars or

laptops E

Hierarchical structure , l :
. . R K3 K
A pryamind éhaped diagram in wh|ch' — -
people or things are arranged according to 4] 4] i &
their importance, where the most —— = =
AR AAAAAAR

important will be placed at the top ) ||
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Job description

A document used in the recuitment process that outlines the key duties
of the role, the salary, location, hours

Job enrichment

‘--‘ IOMY  Adding more responsibility to someone’s role to

1 JOB . ,
—" prepare them for promotion or to given them more
g g responsibility, which can satisfy self-esteem needs
pu "

| (Maslow)

Job rotation

A technique where staff are moved around different job roles within the
company. Not only does this create flexibility within the workforce it
can also aliviate boredom

Motivation

The willingness or desire to do something. A motivated worker is likely
to work harder, be more committed and therefore a more effective
member of staff

Permanent
A contract that means you will be working at the company indefinitely
Performance related pay

Additional pay reward that could be received from a high level of
performance at work. This would be revieed during a performance
review

Performance review

A meeting between a subordinate and manager to review the

employees performance, usually against targets that would have been
set earlier in the year

Person specification

|E I ?& A receruitment document produced by the
E] business that outlines the skills, qualitities,
Attainments Soft skills Job-specific

apanites — @Xperience and education required by someone

@j ° o applying for a specific job role

Personality traits Physical attributes
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Productivity

Productivity is a meausre of how much is produced either within a
specificed period of time, or by a particular employee

Promotion

A job move up a level within the hierarchy, taking on more responsibility
in return for more pay

Remote working

Working outside of the office, often at
home suported by technology such as
the internet and phones. Most
businesses now have technology to allow staff to access work material
through remote desktops

Remuneration
Money paid in return for work
Retention

Keeping staff. High levels of staff retention have a bad impact on
business operations and the quality of work produced, or customer
service

Retraining

Staff may require retaining due to the introduction of new machinery or
systems

Self-learning

Learning conducted by the individual under their own initiative, possibly
with a view to develop skills and gain promotions

Short listing

The process of reducing the number of potential
applicants for a job role. The person specification
will be used to short list applications

Support staff

Staff that provide assistance to other key functions within the
organsiation. Support staff often inlcude IT and adminstration workers
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Target setting
Setting objectives for individual staff to focus on
throughout the year, these will be in line with
what the company want to achieve

IDENTIFY MAkE N/
THE GOAL A PLAN

AKE SEE IF IT
ACTION IS WORKING ¥

Temporary staff

Staff on time-restricted contracts, for example Christmas workers, cover

staff for one term or maternity cover

Zero-hours
Contract with no specified hours; zero-hours

47 |Page



