


Business studies:

* business actvity
* influences on a business
* business operations
* finance

* marketing

* Human Resources
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The Private and the public sectors

Privafe sector: organisation owned by

individuals, which sell to make a profit eg Sole

fraders, partnerships
Public sector: organisafion owned by the

government eg: educafion, health, environmental

Services

Resources needed to provide
goods and services:

* yaw materials

eg: coal, wood Personal services:
*machinery -Car repair
*equipment -Personal grooming
‘workers -house mainfenance
*sife
Commercial services:
-Transport
-Warehousing
-insurance

-banking

The nafure of business acfivity
Competitive environment: other business
producing similar goods Trying To gain
customers
Dynamic environment: business world
constantly changing
Inferdependent nature: one part of the

business affects the outcomes in
another part eg: maferials

Business activity Providing goods and services:
Consumer goods: used by the final user

[on-durable goods:

Immediafely consumed or have a
ifespan of less than 3 years
Durable goods:

Nof used af once, last a long fime

Producer goods: products brought by a
company and used fo produce goods
and services



Risks and rewards of Business Enferprise

Risks: *Lower than expected sales
«Unexpected increases in costs
-Unexpected events eg: fraffic joms

causing a delay in production

Could lead To a worsening of sfandards of living
for enfrepreneur

Rewards:
* Profits

» safisfaction
*posifive customer

feedback °|Finoncio| reasons
*building somethi -Income
net\jl/ dchallailc -Earn a profit

*[on- financial reasons

-Be own boss
-Personal satisfaction

-confinue family business
-earn a living from a hobby

Business activity

Motives of enfrepreneurs:

Business enferprise:

Role of the enfrepreneur:
*|nifiafive- spofting opporfunify and quickly
reacting o change

*[nnovation- sfayng ahead of competifion
by developing new products
“identifying oppor Tunities
* organising resources- fo gef the best
out of suppliers and workers

Advice and help avalable to
starf ups:

-Welsh government scheme:
-Gommercial banks

-The Princes trust

Characteristics of an entrepreneur:
*Risk Taker

«Using inifiative

*Decision maker

*Hardworking

*Defermined

«Social or communify reasons
-Benefit of local communify

Social enterprises



Business aims: general long ferm goals
Objectives: specific Targef sef to help

Business Aims and Objectives

achieve ifs aim

Business planning:
Business plan: sefs out what a business dogs

and what it infends fo achieve and how
Imporfance:  decision making foal- helps

decide if they want fo sef up

Business ams: Survival, profif maximisation, or not
growth, marketshare, cusfomer safisfaction, *When seeking finance
social and communify, ethical and environmental *Shows future vision
e — *Management ool
Bes ﬁgmART Objectives Man secfons of 0 business
Measurable Business activity Rysiness desggpr}ion
é\grle er Causes of changing business aims:  TAMe
edlistic ~ -fype of ownership
Timed Infernal -fype of goods/services
Aim to maximise profits fo:  -Faster or slower expected Marketing
* grow business growth -market research
* Increase markef -greater or less profit -location, price, promotion
Shgre Py} Externa Financial
» Pay dividends ) . -cash flow f f
* earn bonuses for irizchoomngg [-pHIes —gch)FiT gr\wl\c/i Iogyseggcssoums
enaders -change in government Prrgggggéoensopemﬁons
policy i
-change in inferest rafes Fluman Resources

-Skilled Workers/waaes



Examples of Stakeholders and their area of impact Stakeholders involved:

Example of an expanded factory -Owners and shareholders
Owners- financial, greater long Term output of profit, :E[EE%%?SS
short ferm fallin dividends -Suppliers
Employees- improvement in working condifions, -government
improvements may include fechnology causing risk To jobs Jocal communities
CusTomers- inc'reosed number of goods avaiable, may
have higher prices | Stakeholders influence:
Suppliers- may need o provide more decision making, aims
maferials, may foce lafe payments - gyygimess auckiniby | objectives, operationd
Governments- increase in issues, sales, costs and
employment, may be asked To provide pmm'g '

grants

Local communifies- more job . L |
opporfunifies, increase in pollufion el SFGE; éscﬁgsonmgt# Ong\ﬁﬁgplmdmom

» With so many different stakeholders there wil be disagreements
and conflict between Them

*Disagreements and conflict include:

-Maximising profit

-Low wages

-Environmental damage

-Poor quality products

-Lafe payments



Unlimited liability organisations:
Unlimited liability: business and the owner are seen as the same so
possesions of the owners are at risk

Sole fraders: | Partnership:
An individual who sefs up a business A business owned by Two or more
on their own people | |
Pros: -Easy to set up but will need to sign
Pros: -£asy and cheap To set up a deed of parinership
-Al profifs can be kept -All profits belong to partners
Mo need To publish accounts -Raise more capital than sole traders
-Independence (can work when they want) Different partners confribute
Cons: -Unlimited liability Business activity dfferent skils and expertise
Mo continuity -More people To make decisions
Limited Capifal so usuially more considered
-Large workload approach
-decisions can be rushed and poorly thought Cons: -Unlimited liability
Through -If one partner leaves business
Deed of partnership: agreement befween %OQCE%?S TTSH(;”,O%Z%V as
partners That sefs out rules of partners may disagree
par tnership eg: profit division -Some partners may not work

as hard as ofhers
-Limited Capital



T | Limited liability organisafions |
Limited liabilify: business and owner seen as two separate things
so they can only lose their personal possessions

Private imifed companies Public limited companies
-Gannot publicly advertise shares, only sel -Gan aavertise shares on the stock
shares fo friends and famiy exchange
Pros: -Limited liabilify Pros:-Have more access to Capifal as on
-Shareholders not responsible the stock exchange
for the actions of the company -banks more lkely fo lend more
-Business has confinuity Business activity MO af lower inferest rafes
‘more capifal as can sell shares -Consumers have more

Cons: -Expensive and difficull To organise as nferest i buqlng from Them
a range of documents is needed Cons:-As shares are avaiable fo everyone
-Profits are shared- dvided on sfock exchange, possiility of' losing
-Documents are not private, must control of business
share an annual report outlining -Business accounts must be made
Drogress avalable, not likely To remain private
-capital is limited as cannot be on the EXxpensive fo set up |
sfock exchange -Owners do nof have fo spend Their

fime with day-day management



Charities: Co-operafives

Non-profit making organisafion Aim of co-operatives is fo earn a profit
_| L | Worker co-operative: business owned and
Aim: Minimise costs and organise controlled by ts workers
fundraising events -Workers invest money but can be as little af £
Workers may be employed but wage Consumer co-operafive: owned by cusfomers,
costs are kept to a minimum by relyng on  pay a subscription to become members, share
volunteers profifs based on value of goods brought
Why businesses grow:
* Increase profit Infernal growth
* improve markef share Business activity *Seling more of current

products in existing markefs

* reduce competifion
CE comp =L ooking for new markets

* T0 benefit from economies

of scale *Launching new products
Purchasing economies * Increasing adverTising,
Bulk buy promofion, investment
Marketing economies
-larger firms can afford higher adverfising budget Economies of scale:
Technical economies Cost per unit falls as
-able to afford more modern fechnology the business expands

Financial economies

-can negofiafe lower inferest rafes

Administrative economies

-Gan afford fo pay the highest salaries for managers



N Franchising | External growth (infegration)
Franchising: method of growth for established /= A business grows by joining with another

businesses business . |
Franchisor- sells the franchise * Merger (combining with other businesses)
Franchisee- buys the franchise *Takeover (buying other businesses)

Eraiichisor fierefits Horizontal infegration: same sfage of
*receives royalfy payment (VlghT 0 Use business Production process

name and methods) -Vertical infegration: different sfage for

“New franchisee may have more enthusiasm | M€ Same production process
*Lowers costs for franchisor as franchisee Evaluation of infegrafion

finds location, pays rent, pays wages The business: pro- less worry
Franchisee recruits workforce Business activity obout competitor pricing

Franchisor problems Con- may need fo change

management and organisation
«STil pay Training costs, advertising costs _ | :
i dsclochitdol by bullets Owners: pro- economies of scale= greafer

«Could aet q bod Ve uTohon profifs, Con- more shares so price of
. e benefits original shares may fall

*Receives odvrooengné e‘Tmmnng/ nafional advertising Employees/Managers: pro- higher incomes?
* furniture/fittings provided Promotion?
*franchisor provides goods/loans and finance Con-Job loses or ask fo relocate or reapply

Franchisee problems D b ]
« Set-up costs and royalfies %\gnmem. Pro- higher wages= more

ﬁggcﬁmﬁfﬁferrgoere i A A i Con: job losses=more benefits needing o be
Suffer from bad reputation of other franchisees paid



Factors influencing location:
Location: geographical area where
businesses can be found

* How close they are o the market
*How close fo raw materials (fransport
costs)

* Avalabiity fo infrastructure

«Close fo labour supply

Factors influencing site
Site: specific place within geographical

| Why some businesses remain small
Niche markets: small and well-defined segment, all

marketing amed af specific market |
* Limifed'market size  Small amount of Capital

6 ical
_meﬁggoggggnd *Desire of owner
-niche markets

How small businesses are able To survive
Persona services  -Individual customer needs

-Knowing customers -convenient fimes/local

areq Business activity

* accessbly of sife eg: good roads
» fooffal

*Cost of buying/renting

*size of sife

* proximity fo compeftifors

- Independent nature of business
-Business operafions: owners and managers

converting assefs info finished goods/services
-Marketing: advertising and promotion of products
-Human Resources: deal with people needed to
manage, produce and sell goods

-Production: combining assefs o make products
-Finance: pays for assefs and resources

Need to work fogether To make decisions



Technology in production Use of technology;

Computer aided design- CAD, generafe 3D images of * Administration- keep records of
finished product- can be sfored on computers and fransactions/ accounts
fransferred fo others «Communications- inform

stakeholders of needs/progress

Computer aided manufacture- CAM, machines used in <Becibard

production confrolled by computers

«Stock control- know which stocks
Benefifs: are avaiable
-GAD, speeds up design process- Alternative designs can [T packages:
be considered -Word processing
-No need for models so money is saved . -Databases, storing info
Pewer errors as transfers  Influences on o business about stock
measurements -Spreadsheets
-CAM ideal in flow production on a large scale -Video conferencing
-Standardised, more reliable products- less waste -Websife design
-Fewer workers, less wages fo be paid “Gomputer graphic

Problems:

-Expensive o sef up

-Require highly frained well-paid engineers

-High training costs

-May not provide a true image of finished products
-Worker redundancies



Evaluation of fechnology in seling: E-commerce
Act of buying or seling a product using an

Benefits on a business: electronic system
*Coods can be sfored in warehouses
*Small businesses can enfer market more ~ M-commerce .

Act of buying or seling a product using a

easly '
«Customer service training is not needed, less | handneld device

skiled and less expensive workers needed

Problems on a business:
-Expensive setf-up costs

-Goods need To be delivered to indvidygl .
customers on a business

-Return of unwanted goods needs fo be
organised

-Security measures o profect against cyber
aftacks

Benefifs on customer Problems on cusfomer
*No need fo travel o shops, saving fime  *Goods can look better online than in person

and money * organising return can be inconvenient
*Coods delivered o customers home Unsuccessful deliveries need to be rescheduled

*Goods can be returned *Customers wary of fraud
«Contacting a business online can be difficult



Advantages of efhical policies

* Atfract more customers, sales can
increase

*Customers wiling To pay higher prices
Employees who are fairly freated may
the more mofivated

*Suppliers will be more stable

Disadvantages of ethical polcies:
» Maferials and Labour more

Ethical influence on business activity
Business ethics: whether a business decision is

Thou%hT fo be moraly right or wrong
Stakeholders being Treafed ethicaly:

-Fair share of profits

Employees being freated efhicaly;

-Good standard of living in inferest of Their families
Suppliers being Treated ethically;

-Payments made on fime

-not forced fo provide goods af lower prices

expensive- increase costs, may lnfluences on a business Fair Trade products:

reduce profifs Benefits of environmentaly ~ Producers are nof
*Ethical policies may be hard to get friendy policies exploited by a business
approved *affracts cusfomers RS YDA i g
*Lapses in efhical image may harm_~ wyiling to pay higher prices | >0 ﬁlﬂ hFO\(Fe a befter
business L ot  quality of fife
Fnvironmental costs of business .R@(?u%%e@soﬂ%ééo ’ SUSTS'HOb'“TT% PVé)dUC'Tlon TThOT
acTivit ; can be continued in long Term
-Polution ! .Bﬁsri%télggn gosTs wil rise -r_enevvo%?e oIl
-Clmate change *May have bad publicity if are D dEdKane B i
ongestion found not to be :F\j\/echchngF o
-Use of finife resources  «Have to pay higher prices to —Foi?f ?50% i ICIENCY

cover costs

-Minimising waste



Inferest rates:

Rise in inferest rafes: more expensive for
business fo borrow- savings= good
Fall ininferest rafes: encourage business fo

borrow 1
Impact of a rise in inferest rafes on

sfakeholders

Shareholders: ikely To sell shares as savings in

bank give greater reward
Cusfomers: less wiling more fo buy %oods
as IS affractive fo save

Tax rates

Direct taxes:- income tax (percentage of what
earn)- Corporation fax (on profits of companies
Indirect taxes- VAT (added to costs of goods and

services)

Impact of a rise in fax rafes on sfakeholders

Shareholders: dividends may fal

Customers: pay more income tax, less disposable

income, prices of good higher
Employees: less take home income
Government: earn greater fax revenue

Consumer income and unemployment:

Unemployment low: businesses must of fer
higher wages To aftract workers
= higher incomes, more goods brought,
more profit

Unemployment high: pay lower wages as
people are desperafe for work
= less disposable income= lower profits

Impact of low levels of

onbusiness nerployment on

sfakeholders

feople Shareholders: higher dividends

Workers: jobs will be more secure as
want To refain workers

Suppliers: increased demand so higher
prices

Government: more fax, benefits
costs wil fal

Local communities: factory expansion-
environmental problems



Globalisation
Globalisation: trend for markets o become
worldwide
Globalisation leads too:
-Increase in infernational frade
-Development of multinational companies
-Free movement of labour
-Free movement of capital

Mulfinational Company: produces goods and
services in more than one country

Impact of globalisationon  §

stakeholders:
Shareholders: greater dividends

Cusfomers: Lower prices
Foreign investments:
Employees: more jobs
Consumer: greater variety of products
Government: higher faxes

Negatives in less developed countries:
-Force lower wages on employees
-ignore local laws
-Threaten jobs of local employees
-Threaten sales of' local suppliers

* anguage
-higher costs, communication problems marketing
and seling, labeling issues

*Supply chain issues

-higher Transport costs, longer fransport
*Foreign currency ISSUes

*Local Taxes/Tarriffs

*Local Laws- higher costs

Infernational trade:
Exports: goods and services made in @
country and then sold out fo another
Imports: goods and services brought from
producers overseas

Trade takes place because:
Raw maferials not avalable in every
country
*Certain goods/services produced cheaply
in other countries
on business

Advantages of international frade:

*Businesses can enfer new markels and gain:
-Increased sales -increased profits
-Spreodini of technological hnovvled?e

Disadvantages of infernational Tfrade

arriers



Impact of Should businesses become multinationals:

mulfinafionals sefting Advantages: '+ Establish a global brand |
up in the UK -brand name becomes a mark of quality
-more consumers= greater profit
Advaniages -encourage shareholders to invest
*[flore jobs created *Take advantage of economies of scale
faxes= less benefils «Cheaper production costs
*raster economic growth -being close fo raw materidls reducing transport costs
-improved sfandard of' [ving *Government grants- keen to aftract businesses
*Infroduce new technology reducing unemployment
*To access factories they wil ¢ ]
confribute fo infrastructure Disadvantages
improvements *Difficult To manage

-communication problems -expensive o run

*Must conform with laws in different countries eg
Consumer rights, planning, employment

*Palitical unrest

*Exchange rafes may act against multinafionals=
lower revenue, higher costs

*Lower labour costs lead fo dissafisfaction and
lower morale among workers in home country who
feel Their jobs have been exported abroad

Disadvantages
*Exploitation of workers

*de-skiling of workers

*[ot as many financial rewards
Profits don’t stay in UK
*Damage To environment

-fittle interest in impacts of their
factories



EU memberships for stakeholders
Customer:

Benefifs- easy access fo range of products,

lower prices due 1o no tariffs, rules
profecting safety and quality of goods

Negafives- fewer products from oufside EU,

business have fo meet EU sfandards= higher
Drices

Employees:

Benefits- easily find work in EU,

non-eu companies Set up in |

UK To gain tariff free benefits=

more avaiable jobs |
Negatives-Workers not from Uk Agvantages
Take Jobs el
Government:

Benefits- Spend less on
infrastructure as EU provide
support fo deprived areas
Negafives- must pay for
member ship, reduced control
over economic policies

invest

on

Disadvantages:
*Free Trade adds fo competition

"European Union |
European Union'is a single market meaning:
-Free movement of goods/services between

member countries
-Free movement of money around EU
-Free movement of people
-Same rafe of fariffs between members fo
non-members
-Regulafions are sfandardised eg: goods
produced, consumer protfection, employment
laws, enyironmental policies

business

Eu memberships for businesses:

* Goods can be senf freely without paying duties/ being

*Brifish companies in compefifion with EU companies have
fo conform to simiar laws

*Workers can be employed from across EU

*[Tloney can be borrowed across EU- helping business

*Businesses faced with regulations
Difficult to trade outside EU



Infellectual Property law
Infellectual property: Inventions, works of

arts, books efc

Patents: register designs up fo 20 years
Copyright: prevents others using arfistic
works without permission eg: books
Trademarks: profects brands and symbols
from being used without permission

Impact of legislation:

Advantages:

* DYICES Can INcrease
-Increased shareholder /employee rewards
*[ ess chance Thaf customers wil receive
bad qualiy

*[More mofivated workers

Disadvantages:

* costs may increase

* customers have o pay higher prices fo
Cover costs

* government has fo monitor, contral,
enforce legislation- may be expensive

Employment laws:
Contracts of employment: must be given within

two months of starfing work
Discriminafion: workers cannot be freated
differently due o age, disaplity efc

Equal pay: right To minimum wage

Unfair dismissal: workers cannot lose jobs
without good reason eg: redundancy, lack of
shll

Safe working conditions

Influences on business

Consumer law:
Product quality: customers must he cerfain

that goods are not damaged af point of sale
and fit for purpose

Advertising: adverfisements must be legal,
fruthful, honest

Trade descripfions: must be accurately
described with labels including ingredients and
welight

Safety of product: profect cusfomers from
being harmed by goods they buy



Fow production Job production:
Party finished goods, moving along an Goods are produced fo meet the exact needs of

assembly line with parts added throughout!  The cusfomers They are made fo order and are

, goods are Th , produced in® Individually produced | |
E]Yy%%eéaor?ﬁ%ess il e o e e AdvonTog%sp for business: Charge higher prices,

workers highly mofivated as work varies-lower
worker Turnover, greater personal links with
gustomers

Advanfages for producer: workers
can be trained quickly, produce

enormous quantifies, economies of Disadvantages for business: production process is
scale, low costs more expensive, skilled workers required,
Disadvantages for producer: infensive labour

factories are expensive fo set up Business operations

and run, production can be Batch production

nflexiole, high levels of worker Making a fixed quantity of goods before switching fo

furnover, large quantifies need fo another fuype of good- produces identical goods, not

be stored, breakdowns inone parT  demanded in large quontifies

of flow can cause delays Advantages for producer: Economies of scale, sell more
goods, machinery can be used

: Disadvantages for producer: resefting machinery is
dfficult- Takes fime and money, materials and finished

products need To be stored
Advantages for consumer: lower prices, range of

products
Disadvantages for consumer: goods lack individuality,
workers can be demoftivated

Advantages for consumer: cheaper
prices, choose from a wide range o
products

Disadvantages for consumer: less
consumer choice, workers can be
demofivated



Why quality is important for a business QuoliTg:
Quality: meefing a standard for a good or

Benefirs: | service o consumers needs and expectafions
-Safisfying customer expectafions _ . .
-Increases customer safisfaction How businesses achieve qualify

Quality assurance: guarantee that certain
standards have been throughout production
DrOCESS

-Increases sales
-Reduces costs as well designed

goods do not need costly _ ] |
modifications, faulfy goods do not Quality control - inspecting a sample QF goods
need to be recalled produced atf the end of the production process

-Reduces waste | . Inferacting with
-Alows businesses fo charge  Business eperations customers:

higher prices as cusfomers more .
) » asking for feedback affer goods
willng fo pay more for products and services have been provided

recognised 07 QU * dealing with complaints quickly
Disadvantages:

-Quality assurance can be expensive as: -suppliers will expect fo be paid higher
prices for quality checks Jabour will need to be trained

-Quality control can be expensive as supervisors need fo be employed o monifor
and sample production

-Growth of businesses with more supplies and larger scales can make it dif ficult
fo manage quality



Relationship with business departments The supply chain
Supply chain: various processes involved in

Operations depariment: responsible for logistics:  producing a product and distributing it To
and procurement buyers

Hinance deparment: goods must be brought at | pyeyrement: identification of stifable

best possible price .bils passed onfo finance suppliers and purchasing supplies

Marketing department: encourage purchase of Logisties: fransportation of supplies, sforage

goods IHEENEN and distribution to the end customer
Sales deparfment: organise distribufion of goodS  syask sontrol Just in fime. Just in case
fo wholesalers and retailers Compiierisad-ctocklcoritol ’
HR: control stock and distribution P
Business

Just in fime Just in case:
Production hold as Iiftle stock as possible  Holding stock in warehouses, just in case There is a
items are ordered just in time o be delay from suppliers or sudden unexpected
used ncrease in demand

Advantages: warehouses are not needed, -Advantages: production will not be held up by
materials kely to be in good condifion, little delivery delays, bulk purchases means lower costs,
wasfe, less chance of damage sfock can be kept in correct environment
Disadvantages: if suppliers run out of Disadvantages: expensive 1o sfore in warehouses,
materials production may stop, delays in -~ sfock cabinet, damaged in movement from
deliveries deliveries wil be af smaller warehouse To factory, stock and maferials may lose
guantities so lower discounts value: become out of dafe, they deferiorafe



Features of good customer service.
* greefing the customer
* inferacting with the
customer

* [dentifuing customers

needS Oﬂd WOF}\OTS Cus‘l‘omey

» encouraging feedback

* Responding o feedback efigagemen

Importance of good customer service
* Increased customer loyalfy
* Increased cusfomer spending 8
* improved reputafion
» Cusfomers being aftracted
away from competifors fo
increase markef share
Business and cusfomer inferactions
-Sales
-Queries
-Gomplaints
-Affer sales

Sales process:
* Employees have thorough knowledge of the
product being sold
* understand the wants and needs of customers
* responding fo questions to identify sale
opporT unities
* informing customers of product
* closing The sale
* folowing up on sale by asking if' customers pleased
« of fering after sale service, eg: delivery or

__mainfenance

How sales process Is adapted

Refal sales: use of shops where customers can
view the goods
Online sales: e-commerce and m-commerce
High value sales: eg: wealthy customers, making
a purchase
Online customer Service:
-welcoming homepage, easy fo navigate
-Images, videos, and descriptions of products
-Frequently ashked question section
-Gonfact detals or social media page



External Sources Of Finance
-Money from outside the business
Family and friends

Infernal sources of finance
-Money avallable from within the business
Owners capital and retained profits

Advantages: low inferest rates,unimited fime o/ Advanfages: no complicated application

repay, unlikely fo want fo take over the
business

Disadvantages: limifed amount available, may
need To be repaid urgently with a little nofice,
success of the business is not carefuly
considered as famiy do not wanf to see a
business plan

process, no inferest, money doesn’t have fo
be repaid, owner keeps confrol, no issues
around unlimifed liability
Disadvantages: a inferest will be lost when
money is withdrawn from savings account,
owner may not have sufficient funds

Seling assets

Share issue Finance Business sels possesions that they no

Shareholders buying shares
Advanfages: large sums of money can be

raised, sharenolders have a limited liability,
money does not need fo be repaid, interest is
not paid

Disadvantages: expensive To set up,
shareholders are paid a share of profifs,
confral of business may be lost, new shares
may reduce value of overall shares

onger need
Advantages: no inferest is charged, boona

keeps control of business, no issues around
unlimifed liabllity, business or no longer have to
pay for sforage, securify or mainfenance for
assefs

Disadvantages: Take time fo find buyers,
assefs may have cost more than will be sold
for, may not raise enough funds, may increase
compefition



Overdrafis: Venfure capifalists and business angels

-short-term loans provided by Banks -Provides capifal To new businesses
Advantages: smal amounts for short-ferm, / Advantages: experienced in owning and running
inferest only paid on overdrawn amount a business, can share advice, experiences, and
Disadvantages: high inferest rafes, can be business confacts
ended anyfime, not suifable for a purchase © Disadvantages: may want control over the
of capifal goods business for which they are providing finance

Hire purchase ~ [ew part ner%:_ |
Loan from company To buy a specific ifems |~ Advanfages: more rmoney put info The business,
eg machinery no inferest, new skils and qualities gained also

instaments paid regularly Finance making, reduces control of established

Disadvantages: high inferest rafes, asset not A"
owned immedafely, asseTs can be Taken back  -poryowing a fixed sum of money for a fixed
by lender if instalments missed period

Government granfs: - Advantages: a long time to repay loans, borrow
10 persuade businesses 1o Seflle N areasae syms of money, goods purchased become
with high levels of unemployment the property of the businesses immediately, wil
Advantages cut costs of seffing up, MOney ot et ownership of the business
does ot have 1o be repad, no inferesf Disadvantages: fakes time to receive a loan,

Disadvanitages complcated applcation may want collateral, falure o repay could lead
process, wil have To sef up an area specified  +4 hciness becoming closed

by government, much publcity



Breakeven: | , Finance equations
Level of production where a business fofal Fixed costs= always the same eg: rent

costs and fotal revenue from sales are nsurance
equal Variable costs= change as more goods are
being produced= variable cost of one good X

Break-even chart consists of* number of goods produced

:\F/Z(ﬁgb%)?& i< [T)OT(]]OIT(‘;OST? fixed * \/Torioble
Tt chete rofit= revenue- costs -
el il Total revenue= seling price x no of goods sold
Calculating break-even: h Measuring success of an
Fixed costs/ seling price- variable costs Fisvauce nvestment
| -Calculate average rate of return
- Changes in breakeven: Total profit expected fo be earned
-Rise in price= business need To sel from an investment and number
fewer goods fo breakeven of years that investment wil be
-Rise in fixed costs and variable earning profits
costs= need To sell more goods 10 ARR- (average profit/intid

breakers

Advantages of breakeven: helps business fo decide if | |
providing good or service is worthwhile, quides Average profit= nef profit/ No of
businesses when making decisions years of investment
Disadvantages: difficult fo estimate confribution,

assumes price is constant

investment) x 100



Importance of profit and loss accounts o Profit and loss accounts lincome statements)
hUSINesses -financial stafement showing business's sales

| | revenue, costs, profit over a period
Wil show whether fargets of being met

* helps To compare with competitors Main componereTs:
Worse then expected results willead | Sales revenue (furnover)
fo a business faking action Gost of sales

Gross profit- profit before other costs
Expenses

Net profit - how profifable a business is

-increasing adverTising To boost sales
-Increasing prices

-Purchasing cheaper maferials
-Reducing expenses

Imporfance of profit and loss accounts fo
stakeholders Gross profit= sales revenue- cost of sales
Net profit = gross profit - expenses

Finance

Suppliers-wil want o know abouf survival
of their cusfomers

Government-wil want to know how much | 6ross profif margin = | NeT profit margn =
tax will be collected from the business (gross profit/ sdes  (Net profit/sales
Banks- wil want to decide whether fo revenue) x 100 revenue) x 100

lend money and whether the business is
able To repay Their loans To make if easier o compare



Impact of cash flow on Businesses Cash flow forecast
-Sefs ouf a businesses expected inflows

Wil know when Theb{ need an overdraft and outflows of cash over q penod
|f T is worthwhile going ahead with a Prediction
ect
P Why cash flows are important:
Improving cash flow forecasts -owners wil want 1o know whether they are likely fo
| | have enough cash 1o pay for their day fo day needs
Increase revenue: changing prices, -if a business wants To borrow money the bank wil
Increasing promotions want To know that the business can pay shor T-ferm
Reducing costs: reducing staff, debts
buying cheaper materials, delaying :
payment to suppliers Finance
Quantitative dafa: Net cash flow= cash inflow - cash oufflow

measured and written
in numbers eg: fixed
and variable costs

Qualitafive data:
information that cannot
easly be measured
egethical reputation of a
business

Closing balance=
opening balance + or -
nef cash flow



Market Research Market segmentafion:

Primary research: uses data gathered for A group of simiar needs within the overal
the first fime . market
Inferviews: pro- inferviewer can help people How markets are segmented
understand questions, they wil clearly fill out -age
responses- con- expensive, fimely -Gender
Surveys: pro- cheap, con-no response rate, -geographic
cannot ask difficult questions -Income
Focus groups: pro-opporTunity To discuss, can bring  -Lifestyle
To light To issues that had not previously been -Ethnic background and religion
considered- con- may not represent ~ —_—
market, expensive arketing Imporiance.
Observation: pro- results based on consumers denfifyng needs and wants
actual actions, con-systems are expensive resulfs dentifuing the right customers
show whaf consumers are doing rather than Why businesses segment the market
mofives | | Segmenting market mpacts:
Evaluation of primary research “fypes of goods and services produced
Pro: information is specific To business, info g(;“lilgg RS G0 PR dEE

up fo dafe, dafa is more reliable erElot orodtion
Con: can be expensive, fime consuming, : P

resulfs from a sample may not represent O\é\\//kgﬁgepdroduds are rrtiTed end
the full market



Market research in different market confexts Secondary market research
Secondary: uses dafa that has already

| Large businesses: been gathered
Primary: can afford to employ specialist research “Infernal sources, eg. financial and
companies, can research large markets sales information
Secondary: can afford To employ workers 1o - external sources, eq government
monitor information SOUrGES
| Small businesses Pro- provides information about The
Primary: cannot afford extensive market research, ' markef, con-may not meet specific
may use in shop, surveys and questionnaires, only needs |
der local The Infernef: pro-research,
consider local areas M | be hformat e
Secondary - wil use desk research qaned  Maurkediavgy: maype informative, con-may be
from media based »
| | Competifor informafion: pro-dafa wil be
How markef research is carvied out: accurate, con-data may not be easily

S . applied To ofher businesses
-collecting information
-Presenting information Evaluafion of secondary research

-Analysing informafion Pro: data can be gathered quickly, many

Sources, cheap

Con: may be fo general, I'm not related fo
the business, may be out of dafe, may
not meet current market demands and
frends



Marketing mix:
Relafes to activities influencing
whether a customer buys a product

How marketing mix will differ due to size of business

Small business

Product: small shops, usually have no impact on Type * product
brand or packaging of goods being produced * price
Price: prices determined by the supplier, small businesses = promafion
cannot buy in bulk * place

Promotion: wil not require expensive advertising
Place : supply To local market in affordable premises

Large businesses ]
Product: can order goods firom Marketing
manufacturers fo specific designs, The Marketing Mix
often sold as own brand goods
Price: buys goods in bulk To help reduce
Drices

Promotion: can afford fo pay for expensive
advertising, most imporfant element

Place: can market good anywhere, flexible and easiy
move out of areas where costs have risen, infroduce
more onine seling and reduce presence in shops

Changing the marketing mix:

Product design will be
updated in response 1o
changes in consumer
needs and wants

Price will be affected
by changes in cost,
consumer, incomes and
competitor pricing
Promotion wil be
affected by consumer
use of advertising media

Place wil alfer due fo changes
N consumer habits and
distribufion



Extension strafegies The product lifecycle
Development: sales= zero, revenue= zero,

* developing new versions of a product with costs= high
additional features Infroduction: sales=zero/low, revenue=low
* reducing the price permanently Costs= high to cover promotion
* persuadng customers fo consume products Growth: sales= rising rapidy, revenue=
in different seasons increase with sales, costs= not as high due

* changing packaging fo word-of -mouth advertising
* enfering new martkets eg. Trading Maturity: sales = continue to rise but not
infernationally or seling online rapid, revenue= Increase with sales,

| | Cgsfs= confinue o be paid
Product Iife-cycles influence on M Safuration: sales= will not rise
business decisions The marketing mix: product or fal, yevenue= maintained,

-whether To spend money fo develop a product but may start to fall,
-Whether investment in buildings, and machinery costs= rise, due o needs for
should be made so good can be produced promotion

-which workers To employ

-How much to spend on marketing of the launch
-Whether to extend life of product

-when fo sfop producing the product

Decline:'sales= fall, Revenue= fal, costs=
uncertain



Psychological Pricing | Cost plus pricing |
Offering goods aT prices below a whole ~/ Covering the cost of the product and adding a

number percentage on fop

Pro: sales increase Pro:ideal, where there is imifed price compefition,

Con: pofential customers can see Tactics, | ensures that a profit is made

same strafegy as compefitors Con: compeftitive prices may be lower, difficult for
Loss |eaders. large businesses, producing a variety of goods

Seling a product af a loss in the hope Competitive, pricin

customer wil buy other items Pro: Takes info consideration, actions of compefifors

Pro: aftract customers, placing at a really Gon: costs may be higher, lead To low prices, more
helps aftract customers, persuaded into %VGVT'S'”Q 1o publcise The price

buying other products . The marketing mix‘price Penetration pricing
bon: Sam will be aware of Tactic, can only Launching product af a low price
be used for essential goods bought Pro: atftract customers, brand loyalty, wil
reqularly develop

Price discrjminali | | | |
Businesses cflw%e?gel: it feren nprices fo different %)QT ?ﬂgY%eiseﬁ/s”;&‘é%qmwhgf]vgr'gg655'0“

cusfomers for same product, eg depending on ncreased customers may refuse to buy

ages ce SKi
Pro: can maximise their sales in dif ferent Pro: high profit S?Ycll%eplathg]@[lJ%gciﬂc market
Sectors segment, higher sales, generated with each

Con: customers may be resentful, need 10 set  pyice drop

up ways To ensure customers do not pay lower Gon: may not be popular with high income
prices Than ones for Their segment earners, consumers may wait unfil fallen price



Sales Promotion: Advert Ein '

« promotional pricing Newspapers: pro-cheap, ep% for somefime,

« special offers much information, adverfisements may be in

* GOUPONS colour, can include promofions, €g. coupons

« point of sale near fils Con- small readerships, qualify of colour may nof
« free giffs be good, do not stand ouf, may be lost

« free samples Radio: pro- cheap, wide coverage, appeal fo
Pro: atfract new customers, used fo any specific markets, can use music and humour
fime during product life-cucle, can be used | Con- advertise, it may be missed, customers do
alongside advertising not have a writfen record details may be

Con: must be used with other aspects of mishegyd
marketing, short lived, brand image may RER |
be effected, expensive The marketing mix: promation

Direct marketing Online adverTising
Telephone calls, emails, Web browsers Pro: avalable across the world, can be viewed at

any fime, can be targeted at appropriate
segments, relafively cheap, result in immediate
purchase

Con: fechnical problems, restricted coverage,
highly compefitive, expensive

Pro: customers for parficular goods can
be Targeted

Con: no response rafe, difficult fo ensure
accuracy of dafabases , may be
considered junk or spam



Increasing impor tance of e-commerce and Product distribution channels:

m-commerce Manufacturers: produce good or
service
-do not need To Travel To buy goods and services Wholesaler: buy large quantifies of

-Uan shop af any fime . products, break info smaller amounts
-Gan buy goods directly from business around the to sell

world | o Retailers: end of the channel of

“Employees in local shops have lost Their jobs dstribution- go directly fo customers
Mulfi-channel distribution: .

* in store Marketing Pro of distribution

*Websites The markeTing mix: place channels:

felephone sales * producers can reach more consumers by

 Printed catalogues seling fo wholesalers and refalers closer 1o

customers

« Consumers have goods avaiable locally

* may have environmenfal benefifs due fo
goods being close o consumers

Businesses can:
-compefe with rivals

-Moximise sales
-Maximise profifs

Dy - - Cons.
_Eg%vfss%rﬂgmgag”ﬁ”h cpoke » Wholesalers and refailers want their
| own profifs

* it’s good, it’s sold by manufacturers
they have less control over marketing



The Recruitment Process

* identify job vacancy
* prepare a job description
Job Title, Type of work, responsbilifies,
* prepare a person specification
Qualifications, Skills, experience, inferests
* adverTise

* Shorflist

* references

* inferview

» Selection and appoinfment

Types of job advertisement:
-newspapers and magazines (wide range)
- online
-Recruitment agencies (high skilled jobs)
-Job centres (help unemployed)

Selection processes:
-Skills Test
-amplifude fests
-Group fests
-Role-play
-psychometric Tests

Human Resources

Recruitment:
Internal recruitment: job vacancy is filled from

within the existing workforce
Pro: no advertising and Training costs, increased

worker motivation, con- no new ideas into

business
External recruitment: job vacancy is filed by a

suifable person, not already employed
Pro: new shills, talents, and ideas brought info
business, con- expensive adverTising

Large businesses:

-face o face inferviews
-Resources 1o use fests
-Consulfations between managers

Small businesses:

-interviews can be less formal
-May nof be able to afford tests
-Successful and non-successtul
applicants fold mmediafely



On the job fraining .
Workers learn from more experienced colleagues via
demonstrafions, coaching, menforing, job shadowing
and job rofation

Pro: cheap as trainee works alongside experienced
workers, quick To organise, effective and relevant

Con: may not provide the right fraining as: depends on the
shils of other workers, frainer may have poor
communication skills, may pass bad work practices fo
franee, reduces productivity of trainer

Human Resounrces

Off the job Training New fechnol
ew tfechnology

Provided by people and organisations nof
employed by The business via computer or
outside Trainers

Health and safety

Opportunities for
Pro: gains a wide range of up-fo-dafe skils,  employees
shils Taught by experience Trainers with a high
quality approach, workers gain qualifications,
workers feel motivated
Con: expensive, trained away from business not

producing goods, skills may nof be specific

Benefit of fraining

* Improves productivity

* Improves worker morale

* Improves products

* IMprove Services

* improve customer safisfaction
* Reduced wastage

* Reduced costs

When fraining is needed:

-Induction training, when
workers are first
employed, cheaper,
become familiar fo new
surroundings, and specific
mefhods, and palicies

Refraining: when The
worker has notf been
working o required
sfandards, roles and
responsibilifies of worker
have been changed



Financial methods of Motivation: Benefits of mofivated workers
| ow levels of absenteeism - fime of f

ncreased wage without good cause

-fime rafes (an hourly rafe agreed) « refention of workers

-piece rafes (wage based on number of goods |« more innovation and creativity
produced) * improved relations

-Commission (based on number of good sold) * improved worker performance
-bonuses (when staff exceed what is required |  improved quality and customer service
of them) * better reputafion and higher profifs
-Profit sharing

-fringe benefits, eq staff discount

company car, health insurance Human Resources

Non-financial methods of mofivation:

-Job enlargement (workers given additional fasks)
-Job rotation (workers take on different jobs
within the business for a sef fime)

-Job enrichment (workers given more
complicated fasks)

-empowerment (workers get more control over
how they do their work)

- fraining



Organisafional structures: Roles and responsibiities within a business:
Chain of command: line of authorify within = owners and leaders

a business where communication passes -Most Authorify and power, make medum fo

Span of confral: number of employees long-Term decisions, some of Their

managed directly by another employee responsibiities are passed down, highest

Tall organisational structures salaries

-many managers and SUpErvisors * MAanagers B

-Small span of contral -Authorify over Those below Them, decisions on

-Long chain of command how Targets can be meft, receive salaries,
baged on shills, responsibilify, and performance

Pro: managers have limifed Human Resources

workload, motion befween levels *SUpervisors |

which mofivate workers -Gonfrol over the work of operafives,

Con: slow communicafion, misunderstanding, / make decisions about production issues as

slow decision, making ﬂg)eq oriTse

Flat organisational sfructures "Uperaiives

-fewer monoggers and SUpervisors Mo authorify, carvy out Tasks set for

-Large span of confral fhem, lowest paid wages That These can

-Short chain of command increase with shils and experience

Pro: fewer managers so lower costs, Junior managers mofivaied
by responsibiities, improved communicafions

Con: workloads increased af each level, managers, have lots of
responsibilify, increased training costs for Junior managers



Working practices: Communication in the workplace

Fexible Hours: Benefits: increased employee involvement,
Employees work hours To suit their needs  improved mofivation, working fowards same,
Pro: workers more mofivated, will have ams and objectives, enables employee feedback
workers avaiable for longer hours Poor communication cons: low employee morale,
Con: customers may find it difficult fo increased absenteeism, reduced employee
confact workers corporation, incomplefe activifies

Home working
Pro: saving costs by smaller workplaces,
employees work Their own hours, more

fime for famiy commitments Human Resocurces

Con: easly distracted, lose confact with Zero Hour confracts

felow workers, may nof be avalable for Workers do not have a fixed number of
cusfomers atfempfing To contact them hours

Job sharing Pro: do not have fo pay employees when
Pro: more Time af home for famiy commifments,  no work is done, they appreciate the
benefit from having workers with dfferent ability to work occasionaly

shils doing the same job Con: workers may be reluctant to furn
Con: workers will need fo communicate fo down work in case theyre not asked
discuss the work, may confuse customers again, employees wil not receive a

reqular income so wil be difficult To pay
bills



Types of industrial action Trade union:
Group of people who work fogether

*Overtime bans | fo improve thelr pay and working
Workers just work for their set hours, conditions
making It difficult for businesses fo |
complete orders * Working hours
* new working pracfices
*Go slows L | = Amount of paid holiday
Workers 1o the bare minimum meaning, « faciifies avalable
fewer goods are produced * health and safety concerns

*STrke action
Workers refused fo go o work ~ Husmeuy Reseurces

legally



