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1.1 [bookmark: _Toc455744190]Enterprise and entrepreneurship
The dynamic nature of business
This section covers the following:
· What a business and entrepreneur  is (1-3)
· What is meant by the dynamic nature of a business (4-6)
· The why, how and who about starting business (7-9) 



“Business enterprise is about starting something of your own. This will generally be a business but might also be a charity, community or sporting venture.”


Do now activity:
Pick an entrepreneur or a business which you know something about, discuss with the person at the side of you who it is, why you have chosen them & how did they make their business successful
…………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………..
Task 1:
· A person might want to be their own                 .
· They might want to make their own decisions                            . .
· They might want to make                       .
Can you think of any other entrepreneurs and why they started their business?
……………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………

What might put someone off from starting a business?
………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………
Qualities and skills to start a business 
[image: ]Jeff Bezos is the founder of Amazon. Qualities
· Resilience (ability to bounce back from setbacks)
· Enthusiasm
· Hard working
· Willingness to take risks
Skills
Listener as well as speaker
Well organised
Good at planning
Persuasion (ability to convince others to buy or do something)
Good at managing others
Resources
Looking for help and advice, e.g. financial
Specialist knowledge and skills, e.g. website design



Task 2:
 Which qualities and skills do the following famous and successful people have?
· Simon Cowell
· Richard Branson
· Lady Gaga
· Taylor SwiftQualities

Skills

Resources







Task 3:Obsolete: a product or service switch sales that have declined or come to an end as customers find something new

New business ideas come about because of.. 
· Changes in technology
· Changes in what consumers want
· Product and services becoming obsolete 

Think of a product or service which covers each new business idea:

1-3- List three reasons why businesses must continually consider changing what they do

4-6- Identify one type of product that you own, where the rate of technological change is incredibly fast

7-9- Why are adaptions to existing products more likely to be successful than original ideas
How can a business try to ensure it is most effective in coming up with new ideas 

…………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………..………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………



Summary questions
What is a business?

           ………………………………………………………………………………………….

           ………………………………………………………………………………………….
What is an entrepreneur?

………………………………………………………………………………………….

………………………………………………………………………………………….

What is meant by the dynamic nature of a business?

……………………………………………………………………………………………………………………………………………………………………………………………………………………………………………
Give a reason why a person might start a business.
………………………………………………………………………………………………………………………………………………………………………………………………
Give a quality and a skill required to start a business.
………………………………………………………………………………………………………………………………………………………………………………………………
Give a way of starting a business.
………………………………………………………………………………………………………………………………………………………………………………………………Why new business ideas come about 
This section covers the following:
· What a consumer is, what is meant be product and service (1-3)

· To understand the changes in what consumers want (4-6)

· What happens when products and services because obsolete and changes in technology (7-9)



Do now activity
Think of a product which used to be popular but no longer used. 
· Identify the product and explain why you think it was isn't around anymore. (1-3)
· Evaluate why you think it was popular at the time and who for? (4-6)
· Compare this to a new product on the market or something which has been an improvement of that product (7-9
………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………


Task 1

	Reason for new ideas
	A product/service which has been affected by this (1-3)
	Why does this happen (4-^)
	How can a business make adaptions to make it more suitable for the business (7-9)

	Changes in what consumers want
	
	
	













	Effect of price on consumer wants
	
	
	













	Becoming obsolete
	
	
	












	Changes in technology
	
	
	













[image: ]
Exam questions 
















………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………..……


Summary questions
· What is a consumer?
…………………………………………………………………………………………………………………………………………………………………………………………………………
· What is meant by a product?
………………………………………………………………………………………………………………………………………………………………………………………………………
· What is meant by a service?
……………………………………………………………………………………………………………………………………………………………………………………………………………………
· Name one way consumer wants can change?
……………………………………………………………………………………………………………………………………………………………………………………………………………………
· Give one example of what happens when products and services become obsolete
……………………………………………………………………………………………………………………………………………………………………………………………………………………
· Give one example of what happens when there are changes in technology
…………………………………………………………………………………………………………………………………………………………………………………………………………………..
Risks and rewards 
This section covers the following:
· What is meant by risk & Rewards (1-3)

· The benefits of taking business risks (4-6)

· The drawbacks of taking business risks (7-9)


Do now activity
[image: ]Discuss some of the different risks are
[image: ] that a business has
……………………………………………………………..
………………………………………………………………
………………………………………………………………
………………………………………………………………
………………………………………………………………
[image: ]………………………………………………………………
[image: ]………………………………………………………………
………………………………………………………………
………………………………………………………………
………………………………………………………………
………………………………………………………………
………………………………………………………………

Main risks of starting a business
1. Identifying a market gap that is big enough to be profitable
2. Raising enough capital (money)
3. Getting the right people working the right way
4. Building a base of customers

Risks in the early days of a business
· Making sure customers come back for more (repeat purchase)
· Running out of cash, e.g. a hotel with few guests in the winter
· Running out of self-belief and motivation when times are tough
· Dealing with new customers

Risks of rapid growth
· Overtrading – where sales grow faster than the business can cope with
· Struggle to cope with rapid increases in staff
· Struggle for owner to be a good manager of staff
· Complacency – success that leads to the owner making errors
[image: ]
Possible consequences of risks
· Business failure – the owner and/or family lose their savings leading  family breakdown
· Financial loss – unlimited liability where the sole trader has to pay for any debts the business has
· Lack of financial security – working for yourself means an income that varies a lot but responsibilities often stay the same, e.g. credit card debts or mortgage

Rewards of starting a new business
· Profit and wealth
· e.g. once the business is established it can be sold for a large amount of money
· Independence 
· e.g. owner can make own decisions, employ others and set standards of care for customers




Nottingham Forest Football Club
1977–1980 were the glory years for Nottingham Forest. Under the inspirational leadership of their manager, Brian Clough, the team won the European Cup in both 1979 and 1980. They also were top of the English League One (the equivalent status to winning the Premiership as well as winning the League Cup final at Wembley. With a modern ground and gates at full capacity, the club was one of the most successful in Europe.
Today, the club is owned by Fawaz Al Hasawi, a Kuwaiti businessman, who has recently increased his personal loans to the club to a level of £67 million. Indeed, the net debt that the club is now liable for is £82 million and in May 2015 it posted an annual loss of £21.5 million. The Club plays football in the Sky Bet Championship.













· What, factors might have led to the reduced fortunes both in terms of football and financially, for Nottingham Forest Football Club? (1-3)

…………………………………………………………………………………………………………………………………………………………………………………………………………………
………………………………………………………………………………………………………………………………………………………………………………………………………………

· What are the risks and rewards for the owner of Nottingham Forest Football Club? (4-6)

……………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………….……………………………………………………..
……………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………….………………………………………………………
· How important is the participation in the Premier League for UK football clubs? (7-9)

……………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………….……………………………………………………….
……………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………….……………………………………………………….
……………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………….……………………………………………………..
……………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………….……………………………………………………..
Exam Questions

Q1.
 Explain one risk an entrepreneur takes when starting a new business.
 ............................................................................................................................................. 
 ............................................................................................................................................. 
 ............................................................................................................................................. 
 ............................................................................................................................................. 
 ............................................................................................................................................. 
 ............................................................................................................................................. 
 (Total for question = 3 marks)
 Q2.
 Read the following extract carefully and then answer the question.
[image: ]
In 2012 Jerry and Shelley Lawson started a new business – Frog Bikes. The aim was to produce lightweight and affordable children's bikes. The company's bikes were designed for children using the latest technology. The bikes are produced in a Chinese factory and sold in the UK and other countries.
The business quickly became successful. By 2016 its bikes were sold in over 700 shops in the UK. It faces competitors such as JE James which sell similar bikes in the UK.
Frog Bikes uses social media to promote its bikes. Figure 2 shows a competition run on the Frog Bikes Twitter account. To enter the competition people needed to follow the business on Twitter.
[image: ]As a manufacturer and retailer, Frog Bikes has to comply with a large amount of legislation. All bikes meet ISO (International Standards Office) standards. This ensures they are safe for children. Rules include the need for all bikes to be fitted with a chain guard, and for handlebars to be safety checked.
In 2016 Jerry and Shelley decided to increase production to meet the growing demand. They considered expanding the company's Chinese factory, or building a new factory in the UK.

(Source: adapted from http://startups.co.uk/startups-100/2016/8-frog-bikes/)
Outline one benefit to Jerry and Shelley of Frog Bikes being successful.
 ............................................................................................................................................. 
 ............................................................................................................................................. 
 ............................................................................................................................................. 
 ............................................................................................................................................. 
 																(Total for question = 2 marks)
Adding value 
This section covers the following: 
· What is added value and how a business adds value? (1-3)

· What is a unique selling point? (4-6

· Why added value is important (7-9)



What is added value?
· Added value is the difference between the cost of materials and the selling price of a product.
· e.g. to make a mobile phone there are materials such as a battery, screen and software – the cost.
· By building the parts into a phone and giving it features such as being able to make calls or listen to music the phone manufacturer makes the phone stand out and can charge a price for the product that is greater than the cost of the parts.
· The more valuable the product to the customer, the greater the price that can be charged.

Unique selling points
A unique selling point (USP) can be used to create something different about a product.
· Customers demand products that are different.
· Different products that meet customer needs and wants can add value due to this demand.
· For example, virtual reality headsets provide a different way of playing games and allow for greater added value.

[image: ]How do businesses add value? 
Convenience and speed, e.g. take away subway sandwiches cost much more than homemade
· Good design, e.g.  Dr Beats compared to a normal set of headphones
· High quality manufacture or service, e.g. 2D cinema compared to 3D cinema
· Brand name is the way a business identifies its products distinctively from others of the same type e.g. the Nike swoosh on trainers
[image: ]
Why is value added important?
· Businesses have to pay for costs such as electricity or any waste materials.
· These costs must be taken from added value.
· The greater the costs the more important it is to have a high value added.
· The bar on the right of the diagram shows how added value pays for all Ted Baker’s costs.
· Added value must be more than these costs to make a profit. 


Summary questions
Write down or discuss the answers to these questions.

Give an example of a well-known brand.
............................................................................................................................................. 
............................................................................................................................................. Why do think this brand is well know?
............................................................................................................................................. 
............................................................................................................................................. 
What is a unique selling point? ............................................................................................................................................. 
............................................................................................................................................. 

Give one reason why a unique selling point is important to a business.
............................................................................................................................................. .............................................................................................................................................. ............................................................................................................................................. 

Give one example of how Samsung add value to a mobile phone.
............................................................................................................................................. 
............................................................................................................................................. 
Give one benefit to a business of adding value.
............................................................................................................................................. 
............................................................................................................................................. Do now activity 
Why is it important for Tesco to consider the needs of its customers?Customer needs 
This section covers the following: 
· To be able to explain what customer needs are (Grade 1-3)	

· To know the main customer needs (Grade 4-6)

· To be able to explain the importance of identifying and understanding customer needs (Grade 7-9)


[image: ]................................................................................................................................................................................................ ................................................................................................................................................................................................
Types of customer’s needs:
· Price
· Quality
· Choice
· Convenience 

[image: ]Task 1 































1. Price




[image: ]Price is the amount of money customers have to give up to acquire a product
Price is closely linked to the quality of a product:
A high price would suggest high quality
A low price would suggest lower quality
2. Quality 



[image: ]
Quality is achieving a minimum standard for a product or service which meets customers’ needs 
Customers want the highest level of quality for a reasonable price
3. Choice  




Customers are increasingly wanting greater choice from businesses
This is why businesses tend to have a large range of products to meet customer needs
Businesses need to respond to this customer need in order to satisfy as many customers as possible
4. Convenience   




Customers are increasingly looking for ease of purchase when buying goods or services
They want to be able to buy what they want, when they want it and where they want it
Businesses need to ensure that they sell their goods and services in the right place 

Task 2 

	Scenario
	Customer needs (1-3)
	How will a business support this (4-6)
	Risks and rewards (7-9) 

	A person in a wheelchair staying in a hotel
[image: Image result for Hilton Hotels Corporation]

	They would require access ramp up to the front door and would also need access to a lift to get to their room. Alternatively they might need a room on the ground floor. They might also need help with their luggage. 
	
	

	A person who has never owned a computer
[image: C:\Users\wear_e\AppData\Local\Microsoft\Windows\INetCache\Content.MSO\7ACD208A.tmp]

	
	
	

	[image: C:\Users\wear_e\AppData\Local\Microsoft\Windows\INetCache\Content.MSO\4D657928.tmp]A customer who wants their clothes 
to last a long time 
	
	
	

	A business Person buying a sandwich
 [image: C:\Users\wear_e\AppData\Local\Microsoft\Windows\INetCache\Content.MSO\A860C176.tmp]
	
	
	






































	1.1 Teacher feedback

Based on your work throughout 1.1 the improvements you need to complete are below, these will link to comments on the classroom board. Please make these improvements in RED pen. 
1………………………………………………………………………………..
2. ………………………………………………………………………………..
3. ………………………………………………………………………………..
4. ………………………………………………………………………………..
5. ………………………………………………………………………………..


	Praise: 
..............................................................................................................................................................
............................................................................................................................................................. 
............................................................................................................................................................... 
............................................................................................................................................................... 


	DIRT page 
Based on your teacher feedback please complete the improvements in the space below, or throughout your booklet as instructed. 
..............................................................................................................................................................
............................................................................................................................................................. 
............................................................................................................................................................... 
............................................................................................................................................................... 
..............................................................................................................................................................
............................................................................................................................................................. 
............................................................................................................................................................... 
............................................................................................................................................................... 
..............................................................................................................................................................
............................................................................................................................................................. 
............................................................................................................................................................... 
............................................................................................................................................................... 
..............................................................................................................................................................
............................................................................................................................................................. 
............................................................................................................................................................... 
............................................................................................................................................................... 
..............................................................................................................................................................
............................................................................................................................................................. 
............................................................................................................................................................... 
............................................................................................................................................................... 
..............................................................................................................................................................
.............................................................................................................................................................



1.2 [bookmark: _Toc455744191]Spotting a business opportunity

Choice
Convenience
Quality
Customer needs 
This section covers the following: 
· To be able to define customer service (Grade 1-3)	
· To be able to explain the skills and qualities for good customer service and how to make loyal customers  (Grade 4-6)
· To apply your knowledge to a business entrepreneur and explain how this impacts a business (Grade 7-9)


Do now activity 
Match up the customer needs with the definition

Finding out who they are: their age, gender, incomes, where they live and what they want







To a customer, quality means getting what they want – or perhaps better than expected; some companies use the term customer delight








Learning why customers do what they do – making it easier to see how to make a product that better suits them


Making life easier for customers, perhaps by a great location (next to the bus stop) or a product that saves time in preparation or consumption
Giving customers options and increasing the chance that the product will be perfect for the tastes/habits of one type of customer

[bookmark: _Toc455744192]
Understanding customers
Identifying customers


Task 1
Use the words in below of you to create a definition of customer service Customer
Before
Service
And
Provided
After
During
Purchasing
Goods and services
Using
Or
Service
Is
The

............................................................................................................................................................................. ………..……..........................................................................................................................................................
Customer service 
There are FOUR main reasons why having good customer service helps a business:
1. It attracts new customers to try the goods or services.
2. It encourages repeat customers to come back and buy again.
3. It encourages customers to be loyal and not consider shopping elsewhere.
4. If customers are happy, there are more likely to share their positive experience with others. This will help improve the reputation of the enterprise and, also, attract more customers.
[image: ]Identifying and understanding customers 

· Learning why customers like or want something is key to developing a winning product.
· This makes it easier to meet their needs and allows a business to remain competitive.
· Example: Nintendo realised Pokémon could be used to create a unique game, based on customer knowledge.
· Pokémon Go became the biggest mobile download in 2016.
Task: How can customer loyalty be encouraged/developed?

[image: ]



1. Why do you think that Hilton have decided to launch this new brand within its portfolio?Hilton Launches Tru Hotels
Hilton Worldwide Holdings Inc. now has 13 brands within its portfolio. Famous in the UK for its Hilton and Doubletree brand of hotels, its largest brand within the USA is actually Hampton, with over 200,000 rooms in over 2100 hotels (or properties as Hilton prefers to call them)
Currently, the Hampton by Hilton brand caters for the mid-market traveller experience in what Hilton calls its “Select rather than Full Service” However, Hampton by Hilton is considered to be “upper midscale” catering for business and leisure travellers willing to pay in the region of $100 a room.
Tru is aimed to target the market at a pricing point 15–20% lower than Hampton. It is also aimed at younger travellers; both business and leisure, both in terms of its marketing, décor and use of in-house social media and public space. However, Hilton does not plan to compromise on quality, cleanliness and space within rooms.

 	
 	
 	
 	
 	
 	
2. 	How might the brand managers of the Hampton by Hilton respond to this new and growing brand within the portfolio?
 	
 	
 	
 	
 	
 	
What aspects of the case study support the view that Hilton understands its customers’ needs?
 	
 	
 	
 	

Extension Task
There are currently 13 brands within the Hilton portfolio. How do these target the various socio-economic groupings within the economy and therefore meet the needs of all customers?
 	
 	
 	
 	
 	
 	
	
 	
Summary questions
Write down or discuss the answers to these questions

Give an example of how Samsung mobiles compete on price.
.......................................................................................................................................................................................................................................................................................... 
Give an example of a product that is said to be of high quality. Explain why.
............................................................................................................................................. 
............................................................................................................................................. 
Give one reason other than price why a person would choose an Apple laptop over a Dell laptop.
............................................................................................................................................. 
............................................................................................................................................. 

Give an example of a product you think has great design. Explain why.
............................................................................................................................................. 
............................................................................................................................................. 
Give one reason why it took Nintendo so long to release the Pokémon Go app.
............................................................................................................................................. 
............................................................................................................................................. 




Market Research 
This section covers the following: 
· Be able to create a questionnaire with a range of open and closed answers (Grade 1-3)	
· Be able to create a questionnaire with a range of open and closed answers (Grade 4-6)
· Be able to create an effective survey and analyse the findings using both a graph and text (Grade 7-9)


Starter 
Why do businesses conduct market research?
............................................................................................................................................. 
............................................................................................................................................. 

What is primary research?
............................................................................................................................................. 
............................................................................................................................................. 

What is secondary research?
............................................................................................................................................. 
[image: ]............................................................................................................................................. 

















What is the purpose of market research?
· To identify and understand customer needs e.g. what they want from a gym
· To identify gaps in the market, such as looking at competitors and products to see what products or services are not currently offered
· To reduce business risks e.g. there may be no need for a new product or the demand for the product will not cover the costs of development




Task
Types of primary research 

· 
· 
· 
· 

	Benefits
	Drawbacks 

	






	



Types of secondary research 

· 
· 
· 
· 

	Benefits
	Drawbacks 

	






	



Qualitative research is…
............................................................................................................................................. 
............................................................................................................................................. 
Examples
· 
· 
· 
Quantitative research is…
............................................................................................................................................. 
............................................................................................................................................. 
Examples 
· 
· 
· 

[image: http://2.bp.blogspot.com/-hAXTBBeKMfQ/URzqPx8CAOI/AAAAAAAABqc/ab2kvWcaTYc/s1600/gummy+bears+puzzle.jpg]
You are the gummy bear flavour creator 

1. What new flavour would you create? 
2. Why would you select this flavour?

1. What is your new flavour?
2. What market research would you have to do to bring out this new flavour?





1. What is your flavour? 
2. Specifically what type of market research would you conduct and how? What results would you expect to find?




Task Create a questionnaire. Use the information from task 3 to help you. What do you want to find out from your customers? Use a range of open and closed questions. 
Questionnaire








































Summary questions
Write down or discuss the answers to these questions

Why do businesses conduct market research?
............................................................................................................................................. 
.............................................................................................................................................
What is primary research?
............................................................................................................................................. 
.............................................................................................................................................
What is secondary research?
............................................................................................................................................. 
.............................................................................................................................................
What are the advantages of using primary research?
............................................................................................................................................. 
.............................................................................................................................................
What are the advantages of using secondary research?
............................................................................................................................................. 
.............................................................................................................................................



[image: MACINTOSH H:Users:emmawear:Desktop:Screen Shot 2020-08-17 at 15.13.52.png]Do now activity Market Segmentation  
This section covers the following: 
· To be able to understand what market segmentation is and different aspects which are involved (Grade 1-3)	
· To explain what market research a business may use and give examples (Grade 4-6)
· To discuss the impact of knowing this and how it affects a business overall (Grade 7-9)


[image: MACINTOSH H:Users:emmawear:Desktop:Screen Shot 2020-08-17 at 15.14.01.png]
What is market segmentation?
Market segmentation is the process of dividing up potential customers into different groups based on various factors.
Businesses often identify particular groups of customers that they wish to market their products or services to. E.g toy dolls, for example are aimed at girls.
[image: Little Doll Clip Art]
This does not mean that boys can’t ( or don’t) play with dolls. It jars means that the business has decided it will sell more products if they are aimed at girls, and therefore will do everything it can do to market their products whilst having this particular group in mind. 




How markets are segmented 
[image: ]



[image: ]


[image: ][image: ]




[image: ]



[image: ]





	

Why segment?
· Greater focus on the customer that is going to buy the product or service
· Greater chance of making sales/increasing sales
· Easy to target promotions and advertising if businesses know which customers to aim their products at.
· The business will have greater knowledge of their customers and market overall
· More focus, rather than aiming products at everyone 

Task 1
What different ways can markets be segmented? Explain each and give a REAL business example (or more) of these segments 
	Segment
	Explanation 
	Real example(s) and explain

	

Age

	





	

	Income 
	





	

	Gender
	




	

	Hobbies/interests 
	





	

	Lifestyle 
	

	

	Occupation 
	
	



Research other market segments which you can independently think of, again explain each and give a REAL business example of the segment 
	Segment
	Explanation with Real example(s)

	



	

	
	






This image is a customer profile what is it and what do they contain?          
[image: See the source image]












Why are customer profiles useful for a business?
You could give advantages/disadvantages of customer profiles/ customer profiling here
............................................................................................................................................. 
.............................................................................................................................................






Plenary Question

Q1.
 
Read the following extract carefully and then answer the question.
[image: ]
In 2012 Jerry and Shelley Lawson started a new business – Frog Bikes. The aim was to produce lightweight and affordable children's bikes. The company's bikes were designed for children using the latest technology. The bikes are produced in a Chinese factory and sold in the UK and other countries.
[image: ]The business quickly became successful. By 2016 its bikes were sold in over 700 shops in the UK. It faces competitors such as JE James which sell similar bikes in the UK.
Frog Bikes uses social media to promote its bikes. Figure 2 shows a competition run on the Frog Bikes Twitter account. To enter the competition people needed to follow the business on Twitter.
As a manufacturer and retailer, Frog Bikes has to comply with a large amount of legislation. All bikes meet ISO (International Standards Office) standards. This ensures they are safe for children. Rules include the need for all bikes to be fitted with a chain guard, and for handlebars to be safety checked.
In 2016 Jerry and Shelley decided to increase production to meet the growing demand. They considered expanding the company's Chinese factory, or building a new factory in the UK. 

(Source: adapted from http://startups.co.uk/startups-100/2016/8-frog-bikes/)
Outline one market segment that Frog Bikes targets with its products. (2 marks)
............................................................................................................................................. 
.............................................................................................................................................
............................................................................................................................................. 
.............................................................................................................................................










Do now activity Market Mapping   
This section covers the following: 
· To be able to define target markets and give examples (Grade 1-3)	
· To be able to create a market map, Construct an argumentative essay on market mapping(Grade 4-6)
· Analyse business locations on a market map (Grade 7-9)


Who is the target market for these products?
[image: ][image: ][image: ][image: ]
............................................................................................................................................. 
.............................................................................................................................................
............................................................................................................................................. 
.............................................................................................................................................

Extension: 7-9 Can you think of any other products that have an obvious target market?
............................................................................................................................................. 
.............................................................................................................................................
............................................................................................................................................. 
.............................................................................................................................................

Market mapping
Market mapping is plotting a grid where each existing brand sits on scales based on two important features of a market
A market map illustrates the range of “positions” that a product can take in a market based on two dimensions that are important to customers
· [image: ]High price vs low price
· Low quality vs high quality
· Necessity vs luxury
· Young vs old
· Simple vs complex
One way to “identify“ gaps in  the market is where needs are not being met 
The trick with a market map is to ensure that market research confirms whether or not there is actually any demand for a possible “gap in the market” 


Task
Complete the tasks in the box below to your target grade or above
	1-3
	1. To be able to explain what market mapping is
2. Construct a market map for breakfast cereals (Special K, frosties, coco pops, porridge, Weetabix , cheerios  with the axis being ( Fun, Child, Healthy, Adult) and answer questions


	4-6
	1. Explain what market mapping is and why a business would need to use it.
2. Construct a market map for chocolate bars with the axis being (high price, highr quality, low price, low quality)  and answer questions

	7-8
	1. Explain what market mapping is,  and the advantages and disadvantages of using it for a business (discuss the impact on the business) 
2. Construct a market map for supermarkets with the axis being  (high price, highr quality, low price, low quality) and answer questions 



.............................................................................................................................................
............................................................................................................................................. 
.............................................................................................................................................





















What information can you gather from this?
............................................................................................................................................. 
.............................................................................................................................................
............................................................................................................................................. 
Why did you place the companies in those places?
............................................................................................................................................ 
.............................................................................................................................................
............................................................................................................................................. 

Essay Question

Alissa is thinking of setting up a clothing store with the target market of middle aged women but is unsure if there is a gap in that market. She has heard of a market map but isn’t sure what it is and if it’s worth constructing one.
Advise Alissa on whether market mapping would help her or not and if she should spend the time creating one. (12 marks)

[image: MACINTOSH H:Users:emmawear:Desktop:Screen Shot 2020-08-17 at 16.04.46.png]
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............................................................................................................................................ 
.............................................................................................................................................
............................................................................................................................................. 
............................................................................................................................................ 
.............................................................................................................................................
............................................................................................................................................. 
............................................................................................................................................ 
.............................................................................................................................................
............................................................................................................................................. 
............................................................................................................................................ 
.............................................................................................................................................
............................................................................................................................................. 
............................................................................................................................................ 
.............................................................................................................................................
............................................................................................................................................. 
............................................................................................................................................ 
.............................................................................................................................................
............................................................................................................................................. 

Do now activityThe competitive environment
This section covers the following: 
· Understand what a competitive environment is, What is meant by competition (direct and indirect competitors)(Grade 1-3)	
· Strengths and weaknesses of competitors based on:, Price, quality, location, product range and customer service. (Grade 4-6)
· Advantages and disadvantages of competitive environment, The impact of competition on business decision making. Grade 7-9)


Pick a well-known business and explain who its competitors are (Grade 1-3)	
· Write a list of aspects of which a business will compete against each other with. (Grade 4-6)
· Discuss how market mapping can impact competition and the impact on a business (Grade 7-9)

.............................................................................................................................................
............................................................................................................................................. 
............................................................................................................................................ 
.............................................................................................................................................
............................................................................................................................................. 

Competition
· [image: Screen Shot 2019-10-09 at 19.11.07.png]Competition occurs when two or more businesses act independently to supply goods or services to the same group of customers 

What is a competitive environment? 
· The competitive environment is the market in which a business and other businesses operate.
· The more businesses there are in a market, the more challenging it will be for a business to be successful
Different aspects of a competitive environment
· Price
· Quality
· Location
· Product range
· Customer service

Direct and indirect competition
· Direct competitions are business that are selling the same type of product or service as you
· Indirect competitors are businesses that still compete even though they sell different products 

Impact of competition
The impact of competition on a business forces the business to do the following:
· Offer good prices and products
· Keep prices low
· Bring in new and innovative products

Impact of fierce competition
The impact of fierce competition on a business forces the business to do the following:
· Cut costs such as staff
· Take short-term risks, such as not paying suppliers to cut costs
· Act unethically, such as paying staff below the minimum wage or dumping waste
Competition needs to be healthy rather than fierce to reduce risks for the business, customer and society.
1. Define the term Competition.Ziferblat
Ziferblat is the Russian and German word for Clock Face. It is also the name of a unique chain of cafes, which are mostly based in northern England.
The founder of the business is Ivan Mitin, who set up the business in Moscow in 2011. Currently, there are 13 branches of Ziferblat across Europe and the largest of these is in Edge Street, Manchester. 
The concept behind Ziferblat is that it is a comfy and welcoming space where you can either entertain friends or work. Each café has superfast Wifi, papers and books, board games, comfy sofas, piano and a large selection of cakes and savoury items. There is a decent range of teas and the coffee is excellent. Guests can help themselves to as much as they like as long as they wash up afterwards. There is no charge per item consumed.  
But the business makes a profit, so what is the catch? It makes a profit due to its unique pricing structure – guests are charged a rate of 6p per minute - In other words, £3.60 for every hour that they stay in the café. The minimum bill has been for 18p and the maximum was a man who stayed for 11 hours. 
In addition, guests can volunteer to do an hours work at the café and they are rewarded with two hours of credit.

 	
 	
2.	Ivan Mitin clearly saw a gap in the market. Outline the strengths and weaknesses of his business concept.
 	
 	
 	
 	
 	
 	
 	
 	
3.	How might existing cafes in the Northern Quarter of Manchester have responded to the opening of Ziferblat?
 	
 	
	
 	
 	
 	
 	
4.	Why might the Ziferblat model be suited to the North of England?
 	
 	
	
 	
 	
 	
 	
5.	Research Ziferlat at www.Ziferblat.co.uk. How has Mitin tried to reduce the costs to the business?
 	
 	
 	
 	
 	
 	



Plenary 

	Question 
	Answers

	1.
	Creating a new product or process
	1)
	Extension strategy

	
	
	2)
	Entrepreneur

	
	
	3)
	Innovation

	
	
	4)
	Tariffs

	2.
	An action or decision that is wrong from a moral standpoint
	1)
	Ethical

	
	
	2)
	Unethical

	
	
	3)
	Strategic

	
	
	4)
	Quality

	3.
	The competition between companies in the same market
	1)
	Trade blocs

	
	
	2)
	United Nations

	
	
	3)
	The competitive environment

	
	
	4)
	Protectionism

	4.
	Which of these is not a feature of competition?
	1)
	Trade Unions

	
	
	2)
	Customer service

	
	
	3)
	Price

	
	
	4)
	Product range

	5.
	Which of these might be viewed as an unethical practice?
	1)
	Reducing prices in order to stay competitive 

	
	
	2)
	Donating a percentage of profits to charity

	
	
	3)
	Pumping chicken with water to make it look bigger than it is

	
	
	4)
	Cutting costs by scaling back staffing

	6.
	“Customers expect efficiency, speed, politeness, even with a smile.” This is an example of what?
	1)
	Product range

	
	
	2)
	Location

	
	
	3)
	Customer service

	
	
	4)
	Quality

	7.
	Fierce competition may force firms to do what?
	1)
	Increase pay awards to staff

	
	
	2)
	Cut costs by cutting staff

	
	
	3)
	Increasing operations at a head office level

	
	
	4)
	Increase payments and donations to charity














	1.2 Teacher feedback

Based on your work throughout 1.2 the improvements you need to complete are below, these will link to comments on the classroom board. Please make these improvements in RED pen. 
1………………………………………………………………………………..
2. ………………………………………………………………………………..
3. ………………………………………………………………………………..
4. ………………………………………………………………………………..
5. ………………………………………………………………………………..


	Praise: 
..............................................................................................................................................................
............................................................................................................................................................. 
............................................................................................................................................................... 
............................................................................................................................................................... 


	DIRT page 
Based on your teacher feedback please complete the improvements in the space below, or throughout your booklet as instructed. 
..............................................................................................................................................................
............................................................................................................................................................. 
............................................................................................................................................................... 
............................................................................................................................................................... 
..............................................................................................................................................................
............................................................................................................................................................. 
............................................................................................................................................................... 
............................................................................................................................................................... 
..............................................................................................................................................................
............................................................................................................................................................. 
............................................................................................................................................................... 
............................................................................................................................................................... 
..............................................................................................................................................................
............................................................................................................................................................. 
............................................................................................................................................................... 
............................................................................................................................................................... 
..............................................................................................................................................................
............................................................................................................................................................. 
............................................................................................................................................................... 
............................................................................................................................................................... 
..............................................................................................................................................................
.............................................................................................................................................................



1.3 Putting a business idea into practice
Aims and objectives 
This section covers the following: 
· To identify what an Aim and an Objective is (Grade 1-3)	
· Explain why aims and objectives are different between businesses (Grade 4-6)
· Discuss the impact of Financial objectives and Non-financial objectives on a business Grade 7-9)



Do now activity
Write down something, which you want to achieve long term and then the steps you would take to achieve it 
............................................................................................................................................ 
.............................................................................................................................................
............................................................................................................................................ 
.............................................................................................................................................


[image: ]Aims and objectives

Aim- A broad statement of what a business would like to achieve over a long period of time
Objectives – A specific target for a business to meet, which helps them to achieve their overall aim.

Task
Match the relevant statements from the left to the right
Be my own boss, have more flexible hours or to pursue a passion or hobby.
An Aim in a Business is …..



Something that the business wants to achieve long term.

An Objective is something that…. 



Helps the business accomplish its aim over a short period e.g.  To meet the aim of improving customers service ,an objective may be to offer training to each member of the store staff.
Reasons to start an enterprise may be to 




What are financial objectives? 
· [image: ]Profit – making enough money to pay bills or satisfy shareholders
· Survival-The most important thing for a new business is survival 
Out of new businesses in 2016, 91% survive 1 year
But only 40% are still trading after 5 years.
· Maximise sales – gaining as many customer purchases as possible common approach among online businesses such as Facebook
· Market share – claiming as many loyal customers as possible, giving a business power in a market. Increase market share comes greater power in the market
· Financial security – having enough money to ensure the long-term success of a business – e.g. profit that is kept to invest in future products or expansions

What are non financial objectives? 
· Social objectives – This is to show what people do and show they have strong motivation. 
· Personal satisfaction -  Some entrepreneurs seek the sense of satisfaction that comes from creating a successful business, or that cannot be found for working for someone else
· Challenge- Starting and running a successful business presents many challenges that can be irresistible for some people who are driven to succeed in many different walks of life
· Independence- The chance to be your own boss can be a key goal for entrepreneurs, especially those who are tired of being told what to do, in previous jobs or even from their time at school.
· Control. – The chance to retain control of your business destiny can also  be a driver for entrepreneurs; build a successful business and they will have control over their working lives 

EXTENSION
Use the internet to find out the aims and objectives of the following businesses:
· Manchester United Football Club
· ITV
· Marks and Spencer
· CHALLENGE: 
· Which business makes the most profit? Are they still growing? How long have they survived?


Task
· Using the information in page 59-61.
Choose 2 financial and 2 non-financial aims:
1-3- Outline what it is
4-6 Explain what would happen if they didn’t have this as a aim
7-9 Evaluate the effect it would have on the business


............................................................................................................................................ 
.............................................................................................................................................
............................................................................................................................................ 
.............................................................................................................................................
............................................................................................................................................ 
.............................................................................................................................................
............................................................................................................................................ 
.............................................................................................................................................
............................................................................................................................................ 
.............................................................................................................................................
............................................................................................................................................ 
.............................................................................................................................................
............................................................................................................................................ 
.............................................................................................................................................
............................................................................................................................................ 
.............................................................................................................................................
............................................................................................................................................ 
.............................................................................................................................................
............................................................................................................................................ 
.............................................................................................................................................
............................................................................................................................................ 
.............................................................................................................................................
............................................................................................................................................ 
.............................................................................................................................................
............................................................................................................................................ 
.............................................................................................................................................
............................................................................................................................................ 
.............................................................................................................................................


SMART Objectives
Organisations set themselves objectives to help them to achieve their aims. Many set SMART objectives.
[image: MACINTOSH H:Users:emmawear:Desktop:Screen Shot 2020-08-18 at 10.05.45.png]











Task
Explain why this objective is SMART.

“To increase custom by lowering Prices by 20% from January and March 2012”.





Task 2
Complete the table below to highlight your understanding of aims and objectives. 

	Name of Company
	An aim and objective that would be appropriate for this company. 
Grade 3-6
	Why this aim and objective would be appropriate for this business
Grade 7-9

	Coca Cola
	Aim


Objective


	Why is this aim and objective suitable for this business?

	NHS
	Aim


Objective


	Why is this aim and objective suitable for this business?

	Ridgewood school
	Aim


Objective



	Why is this aim and objective suitable for this business?

	PC world
	Aim



Objective




	Why is this aim and objective suitable for this business?



Break even
This section covers the following: 
· To be able to draw a break even chart using the information give (Grade 1-3)	
· To be able to use break even and complete charts for this (Grade 4-6)
· To be able to differentiate between fixed and variable costs and understand how to use/apply break even to a charts (Grade 7-9)


[image: C:\Documents and Settings\dominic.evans\Local Settings\Temporary Internet Files\Content.IE5\3YZ1L1BB\MCj04127620000[1].wmf]
Break even
The break-even point for a business is where total revenue is the same as total costs
At this point the business is making neither a profit nor a loss.
Break even analysis analyse costs into fixed or variable costs
Fixed costs- costs which don’t change monthly
Variable costs- costs which change depending on the output




Task
Definition of break-even:
......................................................................................................................... 
........................................................................................................................

Definition of fixed costs
............................................................................................................................................ 
.............................................................................................................................................

Definition of variable costs
............................................................................................................................................ 
.............................................................................................................................................

Examples of fixed and variable costs 
	Fixed
	Variable 

	
	

	
	

	
	






[image: C:\Documents and Settings\dominic.evans\Local Settings\Temporary Internet Files\Content.IE5\WJDVYMJL\MCj03226050000[1].wmf]Sales revenue
Firms get money from selling their products. This is called sales revenue...

Break even is the point at which the sales are exactly the same as the costs. 
Total costs = Fixed costs + variable costs
Sales revenue = Selling price x number of units sold
Profit = Sales revenue – total costs

[image: ]














	Output (No of cricket bats)
	Fixed costs
	Variable costs
	Total costs
	Sales revenue

	1,000
	£40,000
	
	
	

	2,000
	
	£40,000
	
	

	3,000
	
	
	£100,000
	

	4,000
	
	
	
	£140,000









Task 1
[image: ]
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Q1: What would happen if they went to a different supplier to get their variable costs and they went up?
............................................................................................................................................ 
.............................................................................................................................................



Q2:How would the break even point be affected if their fixed costs changed?(higher/lower)
............................................................................................................................................ 
.............................................................................................................................................
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Margin of safety
· The margin of safety is the gap between sales and the break-even point. 
· The wider the margin the less risks the business will need to take in selling the product.
· Write down the margin of safety formula.
· Calculate Tom’s margin of safety if he sold all 200 sails.



Margin of safety = sales (in units) – breakeven point
Margin of safety = 200 (sales in units) – 72 (breakeven point)
 
Margin of safety = 128


Interpreting break-even diagram

· Break-even diagrams allow a business to look at revenue and costs to help make better business decisions.
· Business can look at what happens to break even if the selling price is raised or lowered.
· It also helps a business look at fixed and variable costs to see if they are reasonable compared to the selling price.
· The table summarises the type of questions that can be answered by break even


	Questions break-even can help answer
	Impact on the break-even chart

	Our landlord has increased our rent by 40 per cent. What will this do to our profitability?
	Fixed costs line will rise, pushing the total cost line closer to the revenue line, i.e., cutting profits

	The recession has cut demand for our organic eggs by 20 per cent. What will be the impact?
	No lines on the chart will change, but the 20 per cent sales fall will reduce the margin of safety, or perhaps wipe it out

	Is it right to cut our prices by 10 per cent? Will it increase or cut our profits?
	The revenue line will rise less steeply,
pushing it down towards total costs; profits can only rise if the sales volume leaps ahead



[image: Screen Shot 2019-11-11 at 21.34.02.png]Essay Question
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Why would they want to reduce the amount they need to sell? 
Identify and Explain why increasing their prices would be good (2)
`Identify and Explain why increasing their prices would be bad (2) 
Identify and Explain why reducing the costs of ingredient would be good (2)
Identify and explain why reducing the costs of ingredient would be bad (2)
Explain the most appropriate option for Neil and sue and explain how it would be better for them to break even (1)
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Plenary
1. How many customers do Dreams Come True need to break-even?
............................................................................................................................................ 
.............................................................................................................................................

2. Why are break even analysis a positive thing for businesses?
............................................................................................................................................ 
.............................................................................................................................................




StarterCash flow forecast
This section covers the following: 
· I know what cash flow is (Grade 1-3)	
· I know the difference between a cash flow forecast and a statement (Grade 4-6)
· I can complete a cash flow statement and explain why it is useful (Grade 7-9)


Match up the definitions to the key terms
	Term
	
	Definition

	Cash Flow
	
	Money flowing out of a business. An example could be paying the wages of your staff.

	Cash Flow Forecast
	
	Money flowing into a business. An example could be money made from selling your products.

	Cash Flow Statement
	
	The movement of money in a business.

	Cash Inflows
	
	Writing down all the money coming in and going out before it has actually happened. This is what you think will happen in the future.

	Cash Outflows
	
	Writing down all the money coming in and going out of your business. This is done for things that have actually happened.

	Net Cash Flow

	
	This is the amount that will go into your bank account once you have added your net cash flow to your opening bank balance.

	Closing Bank
	
	The difference between your total income and total expenditure for each month.


[image: ]





[image: ]Example
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Task Two: 
Fill in the blank spaces to complete this information about cash flow.
Cash flow forecasting shows the future with predicted INFLOWS and OUTFLOWS over TIME.  
This is always easier to do for an EXISTING business because the managers have more E_______________ and knowledge on which to base their decisions
They also need to consider F____________ demand for their goods and any specific plans for the business. 
They can also take the appropriate action to try to ensure that all the income is used wisely, such as moving _________ surpluses to an account that pays better interest or investing in machinery to E______________ the business.  
They can see which months may be problematic and take action to ensure they have the relevant sources of finance to help solve any problems.  
This may mean arranging an OVERDRAFT for a short time or chasing up any bad D______ where people are paying you too late.  
The business must monitor its cash flow position and investigate any differences between the forecast figures and actual inflows and take the required A________.

	Experience
Inflows 
Time
	Action
Future
Overdraft
	Expand
Cash
Established
	Outflows
Debts




Task Two (a): 

[image: ]

1. What is the monthly income for February?
……………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………

2. What was the machinery expenditure? How much did it cost in total?
……………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………

3. During which month are revenue and expenditure the highest? 
……………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………

4. Can you explain why?

……………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………

Task Three: 
Use the following information to complete the boxes on the following page.
	Sentinel Theatre Limited, Cash Flow Forecast 2017

	All figures £'s
	 

	 
	January
	February
	March
	April
	May

	Opening Balance
	1500
	-450
	-2370
	-370
	1630

	Total Cash Inflows
	50
	80
	4000
	4000
	100

	Total Cash Outflows
	2000
	2000
	2000
	2000
	2000

	Closing Balance
	-450
	-2370
	-370
	1630
	-270




1) What is the opening balance in January?
……………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………
														
2) What is the cash inflow for January?
……………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………												
3) What is the cash outflow for January?	

…………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………			
4) What is the closing balance for January?	

…………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………
													
5) How is the closing balance calculated?
…………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………						
6) Why is the opening balance in February the same as the closing balance in January?	
…………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………

7) In which month is there the biggest cash shortfall?	
……………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………			
8) Why is this?………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………		
									
9) Describe in one sentence the trend in the closing balance between January and May.	
……………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………							
									
10) The business is a theatre. Why do you think that it has this pattern of cash inflows and outflows?	
…………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………
……………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………													
11) Describe two actions that the theatre could take to try and solve this cash flow problem.
……………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………
……………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………..……………………………………………………………………………………………………………………………………………………………………………………………………………………………………………
							
Task Four: 
Using the information prepare a cash flow forcast for the business

Remember:
Total Income is all income for the month (Sales, Investments and Loans).

Total Expenditure is all the money going out for payments (Wages, Stock and advertising etc.)

Net Cash Flow is Total Income – Total Expenditure

Opening Bank means the amount of money in your bank at the start of the month, before you spent or made any money.

Closing Balance is the Opening Bank + the Net Cash Flow (Or – if the number is a minus)




Cash Flow Forecast for Walker Sports Ltd

June to November 2017
Data and Questions

· At the end of May 2017, Chris predicts there will be £5000 in the bank.
· Equipment sales are expected to be £2500 from June to August, £4000 from September to November
· Clothing sales are £1500 in June and July, £3000 in August and September, £2000 in October and November
· Chris has budgeted for other sales to always be £1500
· Chris’s fixed costs are rent (£750 a month), Electricity (£150 a month) and insurance/business rates (£200 a month)
· Monthly staff wages are £1800 from June to August, £1500 from September to November
· Stock costs are £3500 in June, £5000 in July, £6000 in August, £3000 in September, £2000 in October and £4500 in November
· Chris expects other expenses to be £150 a month
· The store will be undergoing a refurbishment in October, costing £11000

You have been appointed as Chris Walker’s accountant for his sports store. He has asked you to complete the cash flow forecast for the period of June to November 2017. Use the data provided on the separate sheet to complete the document.

	
	June
	July
	Aug
	Sept
	Oct
	Nov


	Opening
Balance

	5000
	
	
	
	
	

	INFLOWS
	
	
	
	
	
	

	Equipment
Sales
	
	
	
	
	
	

	Clothing 
Sales
	
	15000
	
	
	
	

	Other
Sales
	
	
	
	
	
	

	TOTAL
INFLOWS

	
	
	
	
	
	

	OUTFLOWS
	
	
	
	
	
	

	Staff
Wages
	
	
	
	
	
	

	Rent

	
	
	
	
	
	

	Stock

	
	
	
	
	
	

	Electricity

	150
	150
	150
	150
	150
	150

	Insurance/ Rates
	
	
	
	
	
	

	Refurbishment of Store
	
	
	
	
	
	

	Sundry
Expenses
	
	
	
	
	
	

	TOTAL
OUTFLOWS
	6550
	
	
	5750
	
	

	
Closing Balance
	
	
	
	
	
	




1. Complete the cash flow forecast using the data above
(12 marks)

2. Explain to Chris Walker the possible benefits and drawbacks to him of producing a cash flow forecast
(6 marks)

…………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………..……….…………………………………………………………………………………………………………………………………………………………………………………………………………………

3. Explain the key trends within the cash flow forecast
(4 marks)
……………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………
……………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………..……….………………………………………………………………………………………………

4. Discuss the performance of the business over the forecasted six month period
(6 marks)

…………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………..
……………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………..……….………………………………………………………………………………………………………………………………………………………………………………………..………….……………………………………………………………………………………………………………………..………….……………………………

5. What recommendations can you suggest that would improve the performance of the business?
(6 marks)

……………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………
……………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………..……….………………………………………………………………………………………………
……………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………


6. Evaluate the likely effect on the cash flow of Walker Sports Ltd of the store refurbishment that will be taking place in October 2017
(6 marks)
……………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………
……………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………..……….………………………………………………………………………………………………
…………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………..………….…………………………………………………………………………………………………………………………………………………………………………………………………………………………………

Task Five: 
Think about the tasks you have completed so far. Make a list of Inflows and Outflows that a business might have.

	Inflows

· Loans received 
· 
· 
· 
· 
· 
· 

	Outflows

· Wages
· 
· 
· 
· 
· 
· 




Outflows and inflows are further broken down into two-types. Both inflows and outflows can be regular and irregular. 

What does this mean? Google regular and irregular inflows/outflows.

…………………………………………………………………………………………………………………………………
…………………………………………………………………………………………………………………………………


Fill in the boxes below with types of inflows and outflows

	Regular Inflows

· 
· 
· 
· 

	Regular Outflows

· 
· 
· 
· 



	Irregular Inflows

· 
· 
· 
· 


	Irregular Outflows

· 
· 
· 
· 





How do regular and irregular flows affect a business?
………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………….


Sources of funding 
This section covers the following: 
· To be able to understand the different types of funding (Grade 1-3)	
· To explain the benefits and drawbacks of different types of funding (Grade 4-6)
· To be able to terms of use of different types of funding (Grade 7-9)


What is a Funding?

When setting up a business one of the hardest parts is finding funding to start the business. 
Think of a possible business idea that you have
How much money will you need to set up?
What is the money needed for?
…………………………………………………………………………………………………………………………………
…………………………………………………………………………………………………………………………………
…………………………………………………………………………………………………………………………………
…………………………………………………………………………………………………………………………………
Long-term finance
Long-term finance can be used for the following:
· Provide start-up capital for a business.
· Finance the purchase of assets with a long life, e.g. property purchases.
· Expand the business such as increasing the size of a factory.

Short-term finance
Short-term finance can be used for the following:
· Survive periods of poor cash flow – such as for ice cream vendors when sales are lower in the winter 
· Bridge the gap between customer payments being received having to pay costs.
· Provide cash for increased demand for products and money required to buy raw materials.


The key questions when raising finance
Finance is the money a business needs to start, run or expand.
A source of finance is the type of finance that can be used by a business after asking: 
· How secure is the source? For example, an overdraft can be asked to be repaid by a bank at any time though a loan cannot.
· How expensive is the source? For example, loans attract interest with the rate rising the riskier the loan is.
· Is enough money being raised? For example, predicting cash flow is difficult and often requires more finance.

Sources of funding 
There are different sources of Funding available for new businesses;
· Personal savings
· Bank overdrafts
· Trade credit
· Share capital
· Loans
· Venture capital
· Retained profit
· Crowdfunding 



	Source of finance 
	What is it?
	Benefits of using it 
	Drawbacks of using it
	Is there any terms you need to know about
	Repayments?

	Personal savings
	



	
	
	
	

	Bank overdrafts
	
	
	
	
	

	Trade credit
	
	
	
	
	

	Share capital
	
	
	
	
	

	Loans
	
	
	
	
	

	Venture capital
	
	
	
	
	

	Retained profit
	


	
	
	
	

	Crowd funding 
	
	
	
	
	




Plenary
If you were to set up a new business what sources of funding would you use any why

…………………………………………………………………………………………………………………………………
…………………………………………………………………………………………………………………………………
…………………………………………………………………………………………………………………………………

	1.4 Teacher feedback

Based on your work throughout 1.1 the improvements you need to complete are below, these will link to comments on the classroom board. Please make these improvements in RED pen. 
1………………………………………………………………………………..
2. ………………………………………………………………………………..
3. ………………………………………………………………………………..
4. ………………………………………………………………………………..
5. ………………………………………………………………………………..


	Praise: 
..............................................................................................................................................................
............................................................................................................................................................. 
............................................................................................................................................................... 
............................................................................................................................................................... 


	DIRT page 
Based on your teacher feedback please complete the improvements in the space below, or throughout your booklet as instructed. 
..............................................................................................................................................................
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............................................................................................................................................................... 
............................................................................................................................................................... 
..............................................................................................................................................................
............................................................................................................................................................. 
............................................................................................................................................................... 
............................................................................................................................................................... 
..............................................................................................................................................................
............................................................................................................................................................. 
............................................................................................................................................................... 
............................................................................................................................................................... 
..............................................................................................................................................................
............................................................................................................................................................. 
............................................................................................................................................................... 
............................................................................................................................................................... 
..............................................................................................................................................................
............................................................................................................................................................. 
............................................................................................................................................................... 
............................................................................................................................................................... 
..............................................................................................................................................................



1.5 [bookmark: _Toc455744193]Making the business effective

Business ownerships and liability 
This section covers the following: 
· Type of business ownerships (Grade 1-3)	
· Examples of different business ownerships (Grade 4-6)
· Advantages and disadvantages of different business ownerships (Grade 7-9)


Liability
Business owners must consider the financial risk involved when choosing a form of ownership.

Unlimited liability
The owner of the business is responsible for all the debts it incurs, no matter how large.

Limited liability
The investor or partner is not personally responsible for the debts and obligations of the company in the event that these are not fulfilled.


	
	Advantages
	Disadvantages

	Sole trader
	Can start trading immediately
Have 100 per cent control
	Unlimited (personal) liability
Have 100 per cent responsibility for the business, making holidays a problem

	Partnership
	Liability is spread between the partners
Complementary skills may enhance the business
	Unlimited liability, including for business debts caused by partner
There may be clashes as one partner seeks overall control

	Limited company
	Limited liability
Can sell shares to outside investors
	Risk of losing control
Cost of starting up and cost of getting accounts audited every year

	Franchising 
	Less risky than setting up as an independent retailer
You don't necessarily need business experience to run a franchise.
	No Control
Tied To Suppliers
Cut Of Your Profit











Unlimited liability

· Unlimited liability is where the owner of the business is responsible for all the debts it incurs, no matter how large.
· A person running his or her own business without forming a limited company is called a sole trader.
· Where a person starts a business with others without becoming a limited company this is called a partnership.
· A benefit of starting a business as an unlimited liability is there are less costs when setting up and less legal formalities.
· A drawback of starting a business with unlimited liability is if the business fails the owner is responsible personally for all the debts.
· If the person cannot pay the debts they could lose their personal possessions or be made bankrupt.

Task

Business ownerships 

	Level 9
	Write a conclusion of which business ownership you think would be best for a small and large business and give justification 

	Level 6-8
	Describe advantages and disadvantages of each business ownership

	Level 4-5
	Give a example and explain why that would be that business ownership 

	Level 1-3
	Define of each business ownership 


· Sole Traders
· Partnerships
· Private limited company
· Franchising 

Extension Task
Summarise why there is a need for different types



	






……………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………
……………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………..……….………………………………………………………………………………………………
…………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………..………….…………………………………………………………………………………………………………………………………………………………………………………………………………………………………
……………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………
……………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………………..……….………………………………………………………………………………………………



Factors, which inform business ownerships
· Liability
· Funding
· Control/decision making
· Legal/administrative requirements 

Liability 

· Business owners must consider the financial risk involved when choosing a form of ownership.
· For example a sole trader or partnership will result in higher personal financial risk due to unlimited liability, whereas becoming a limited company will lower the risk due to the business having a separate legal identity.
· The owners personal situation may also influence this choice as an individual without commitments such as children or a mortgage may be more likely to accept the risk.

Funding 
· Some forms of ownership require more paperwork and legal expense.
· For example a sole trader needs to register for tax and send annual self-assessment forms to HM revenue and customs, but there is no legal process they must follow to maintain their business.
· On the other hand, becoming a public limited company is costly as it requires a merchant bank to facilitate the process, which will charge a commission fee, plus the cost of producing a prospectus and advertising the share sale. Each year these have to be completed and published.
· This means a business must decide if it will be financially beneficial.

Control/decision making

· A sole trader will have responsibility for making decisions; in a partnership the decisions can be discussed among the partners; where as in a limited company it is the shareholders who control the business.
· In a plc the shareholders elect a board of directors to make the decision on their behalf, but ultimately these shareholder are the owners, who direct and control the business

Legal/administrative requirements 

· This is much simpler to start up as a sole trader than it is to start up as a limited company, from both a legal and administrative view. – this may influence the type of ownership chosen depending on the timescale in which the owner wishes to commence trading
· Once the business is trading there are different requirements for different forms of ownership.
· E.g plc must produce and audit accounts and submit them to companies house, whereas a sole trader simply completes a income tax self assessment form.







Project task
· Working in small groups, research a local business.
· Investigate
The type of business ownership
The reason why that form of ownership is appropriate

· Once you have finished your research prepare a presentation which includes:
1-2- A brief introduction to the business including its type of activity, its sector of operation and form of legal business ownership
3-4- An explanation of the advantages and disadvantages for this business of its form of ownership
5-7- An explanation of the factors, which may have influenced its decision as to choice of ownership
8-9- In your opinion, is this the most appropriate form of ownership for this business? Why? Why not?


Summary questions
Write down or discuss the answers to these questions.

· Name a type of business that has unlimited liability.
…………………………………………………………………………………………………………………………………………………………..……….………………………………………………………………………………………………
· Give one advantage of setting up as this type of business.
…………………………………………………………………………………………………………………………………………………………..……….………………………………………………………………………………………………
· Give one disadvantage of setting up as this type of business.
…………………………………………………………………………………………………………………………………………………………..……….………………………………………………………………………………………………
· What does it mean if a person goes bankrupt?
…………………………………………………………………………………………………………………………………………………………..……….………………………………………………………………………………………………
· What is a business called that has shareholders?
…………………………………………………………………………………………………………………………………………………………..……….………………………………………………………………………………………………
· Name a benefit of a business with limited liability.
…………………………………………………………………………………………………………………………………………………………..……….………………………………………………………………………………………………








Do now activity
Business location
This section covers the following: 
· Why location is important for a business (Grade 1-3)	
· Factors influencing business location and the nature of the business activity (Grade 4-6)
· The impact of the internet on location and Making a location decision (Grade 7-9)


	Bankrupt
	a) The situation where the bank balance in an account reaches zero
b) When an individual is unable to pay his/her debts, even after all personal assets have been sold for cash
c) The private equity an individual has on the value of their property
d) Where property is sold to pay off an existed debt

	Limited liability
	a) The ability to limit the extent to which shareholders can invest in a business
b) When a business owner owes over 50% of the value of their business to a bank
c) Ensuring that there is only partial legal responsibility for an action
d) Restricting the losses suffered by owners to the sum that they invested in the business

	Private limited company
	a) A small family business in which shareholders enjoy limited liability
b) When a business owner decides to float the business on the London Stock Exchange
c) When a business owner approaches an investor for additional funds
d) The investment of additional capital into the business by issuing further shares

	Sole trader
	a) The transformation of a small business to one that enjoys limited liability
b) A small, micro business that has only one member of staff
c) A business that has only one product in its product portfolio
d) A business run by one person; that person has unlimited liability for the business debts

	Unlimited liability

	a) Treating the business and the individual owner as inseparable, therefore making the individual responsible for all the debts of a failed business
b) The development of a business idea that significantly increases the demands on the owner and adds considerable risk to the business
c) The unlimited nature of risks to a business
d) The debts that must be repaid to banks after a loan has been taken out

	Franchisee
	· Retaining profits to ensure that there is capital for future acquisitions
· A business that grows by taking over another firm
· The franchise owner that issues franchise territories for sale
· An entrepreneur who invests in a business to take ownership of a particular branch or territory area, using the existing business name

	Which of the following businesses does not offer franchising?
	a) Clarks Shoes
b) Subway
c) Pizza Express
d) McDonalds

	Which of these is a benefit of franchising for the franchise owner?
	a) It enables the business to keep all of the profits.
b) It allows the firm to expand relatively quickly.
c) It allows more control of the business.
d) It guarantees the success of a profitable business.





Task 1
Annotate around the map of Meadowhall business location.





[image: ]




















Factors influencing business location
· Proximity to market: The nearer a business is to its customers, the more likely it is to sell products. 
· Labour: A business needs to take into account how accessible it is to hire a workforce.
· Materials: collection of raw materials
· Competitors: How close they are to competing businesses
· Internet connections: This will affect if the business is e-commerce or on fixed premises 

The nature of business activity
· Manufacturers tend to want to be near raw materials, good road networks for transporting finished products and any specialist workers or suppliers.
· Shops need to be near customers who buy their products.
· Service industries, such as car insurance companies, tend to want access to workers with the right skills for a call centre and cheap offices to rent.













	Proximity to market
	Labour
	Materials
	Competitors
	Internet connections 

	 Is this close to customers?
Housing estate near it?
Is this good/bad?
	 Can the workers park for free?
Do they have somewhere to go to lunch?
Is it easy to get to?
	 Is it close to a supplier?
Will they have to travel far to get their raw materials?
Order online?
	 Are they close to competitors?
How may they be different?
Is this good/bad?
	 Does it need internet?
Is this ecommerce?

	
	














	
	
	












The impact of the Internet on location
· Shopping for many goods and services is increasingly moving to the internet.
· Primark still has many physical shops on high streets, but these cost a lot to rent, heat and staff.
· ASOS, on the other hand, sell clothes online and have no physical shops – potentially huge cost savings. 
· The table shows how the internet can affect the location decisions of businesses such as ASOS and Primark.
	 
	E-commerce business, such as ASOS
	High street retail business, such as Primark

	Head office location
	Can be anywhere
	Can be anywhere

	Product display
	On a single website, allowing heavy investment in quality photos and customer interaction
	In-store, therefore carrying high property and staff costs in multiple locations (and with too few design experts)

	Stock range
	Can keep every size and colour in stock, so customer disappointments should be rare
	Space constraints in many store locations may mean restricted choice of colours and sizes

	Customer services location
	Can be anywhere; having a single location keeps costs down
	In-store, therefore carrying high property and staff costs in multiple locations

	Delivery to customer
	Critical to have efficient deliveries; may be hard in crowded cities
	Not a problem





Summary questions 
Write down or discuss the answers to these questions.

· Why might proximity to customers be important for a clothes shop?
…………………………………………………………………………………………………………………………………………………………..……….………………………………………………………………………………………………
· What type of business might want to be located close to a steel manufacturer?
…………………………………………………………………………………………………………………………………………………………..……….………………………………………………………………………………………………
· Give one benefit of being located only on the Internet.
…………………………………………………………………………………………………………………………………………………………..……….………………………………………………………………………………………………
· Give one drawback of being located only on the Internet.
…………………………………………………………………………………………………………………………………………………………..……….………………………………………………………………………………………………
[image: ]Do now activityMarketing mix
This section covers the following: 
· Understand what all the 4’ P’s in the marketing mix are ( product, price, promotion, place) (Grade 1-3)
· Why marketing mix is useful for a business (Grade 4-6)
· Evaluate how the different methods work together (Grade 7-9)



What is the marketing mix?
Marketing means understanding and communicating with customers so they buy a product.
The marketing mix is the factors that are combined and used by a business to persuade customers to buy a product. There are four factors, known as the 4 Ps:
· Product
· Price
· Promotion
· Place

[image: ]
Product
· Product means targeting customers with a product that has the right blend of functional and visual benefits without being too expensive to produce.
· Market research can help a business identify a product or service that customers need. 
· Example: iPhone found that customers wanted a bigger screen so they made a product with a larger screen.

[image: ]Price
· Price means setting the price that retailers must pay, which in turn affects the consumer price.
· For some products the price needs to be low to gain high sales – such as milk.
· [image: ]For other products, low price may be seen as low quality by customers – such as champagne.
· Ideally businesses want to create an image that makes customers willing to pay high prices. Rolls Royce and Ford both make cars, but due to Rolls Royce being a luxury brand, customers are not put off by the very high prices of the cars.
Promotion
· Promotion means all the methods that a business uses to persuade customers to buy a product, such as branding, packaging and advertising 
· The promotional methods used depends on factors such as how long the product has been on sale, what the product is, competition in the market and the target market.
· Tesco may run a ‘buy one get one free’ (BOGOF) promotion on a new breakfast cereal.
· [image: ]Subway sponsor Liverpool Football club to raise awareness of their business with supporters and those that watch TV.
Place
· Place means 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 noticeable positions
· Normally businesses want to sell their products in as many outlets as possible
· For other businesses, the product has special features that help dictate how it has to be distributed. Petrol is very dangerous and can only be sold at stations that meet strict safety standards
· Businesses with luxury products tend to restrict the distribution of their items to add to its exclusivity
· Example: Rolex watches has strict rules on who and where its luxury watches can be sold and do not sell any watches on the internet.



The competitive environment
· Businesses need to constantly review and tweak their marketing mix to remain competitive, e.g. alter price or promotion.
· Example: Apple saw a fall in its global sales of phones between April – June 2016.
· Apple has reduced its prices 
to compete.
Changing consumer needs
· Consumer trends change over time.
· The marketing mix needs to reflect these changes in order for a business to continue to be successful.
· Example: Eating out is increasingly popular in 
the UK as a regular event, rather than a treat.
· £54.7bn is expected to be spent on eating out in 2017.
· Restaurants like MacDonald’s are redesigning their menus to take this into account by creating more premium burgers.
· Restaurants are also being redesigned to move from a place to eat quickly to one where customers spend more time.
The impact of changing technology 
· Technology can make accessing products and services easier in terms of place
· 10 years ago, to watch a film or play a video game would need a trip to a shop in the high street, such as Game
· With the rise of streaming services such as Netflix and online downloads of games, companies 
such as Game have had to change their marketing mix 
to accommodate this shift in  buying habits.
· The table shows other impacts  of technology on the marketing mix.


	Changing technology
	Effect on marketing mix

	The rise of m-commerce (mobile commerce): e-commerce on-the-go via apps rather than websites
	Promotional offers have to be simpler and clearer so that they can be understood quickly

	Hi-tech but lighter materials have made airplanes much more fuel-efficient and less polluting than in the past
	There’s an opportunity for flight prices to be cut, especially on long-haul flights



[image: ]	
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Summary questions 
Write down or discuss the answers to these questions.
What are the 4Ps?
…………………………………………………………………………………………………………………………………………………………..……….………………………………………………………………………………………………
Give one benefit to Amazon of being based on the internet.
…………………………………………………………………………………………………………………………………………………………..……….………………………………………………………………………………………………
Give one reason the sale of petrol is not normally based on its price.
…………………………………………………………………………………………………………………………………………………………..……….………………………………………………………………………………………………
Why would a luxury brand restrict the sale of its products to only large department stores?
…………………………………………………………………………………………………………………………………………………………..……….………………………………………………………………………………………………
Give an example of a new trend that Kellogg’s may have to take into account with their products.
…………………………………………………………………………………………………………………………………………………………..……….………………………………………………………………………………………………
Do now activityBusiness plan
This section covers the following: 
· What a business plan is and the role and importance of a business plan(Grade 1-3)
· Benefits of a business plan and Drawbacks of a business plan (Grade 4-6)
· The purpose of planning business activity (Grade 7-9)


Complete the recap questions 
1. What is an aim?
…………………………………………………………………………………………………………………………………………………………..……….………………………………………………………………………………………………
2. What is an objective? 
…………………………………………………………………………………………………………………………………………………………..……….………………………………………………………………………………………………
3. What is a entrepreneur?
…………………………………………………………………………………………………………………………………………………………..……….………………………………………………………………………………………………

4. What is the break even point?
…………………………………………………………………………………………………………………………………………………………..……….……………………………………………………………………………………………
5. What is the difference between cash flow forecast and cash flow statement? 
…………………………………………………………………………………………………………………………………………………………..……….………………………………………………………………………………………………
6. Give 2 examples of sources of finance?
…………………………………………………………………………………………………………………………………………………………..……….………………………………………………………………………………………………
7. What is the marketing mix?
…………………………………………………………………………………………………………………………………………………………..……….……………………………………………………………………………………………..
Purpose
· A business plan is a detailed formal document setting out the marketing and financial thinking behind a proposed new business,
· It is particularly important for new businesses to produce a plan as banks often require one before they consider lending any money.
Use
· A plan should be written to help educate and persuade potential investors of the benefits of starting the business
· [image: ]The plan should highlight the businesses competitive advantage – what it will do better than the competition
Task 1: Complete the match up activity for the content of a business plan

Task 2
Complete the information about your business idea.

[image: ]Task 4: Explain 4 Advantages and 4 disadvantages of using a business plan
	Advantages
	Disadvantages 

	
	

	
	

	
	

	
	




Plenary
Apply knowledge to exam questions 
Questions

Q1.
Explain one reason why an entrepreneur would produce a business plan.
(3)
 ............................................................................................................................................. 
 ............................................................................................................................................. 
 ............................................................................................................................................. 
 ............................................................................................................................................. 

(Total for question = 3 marks)

Q2.
Explain one reason why it is important to include financial information in a business plan.
(3)
 ............................................................................................................................................. 
 ............................................................................................................................................. 
 ............................................................................................................................................. 
 ............................................................................................................................................. 
 
 
(Total for question = 3 marks)
 














1.5 Understanding external influences on businesses
Do now activityBusiness plan
This section covers the following: 
· What a stakeholder is, there objectives and small business stakeholders Grade 1-3)
· What stakeholders are most important and how they are affected by business activity (Grade 4-6)
· Possible conflicts between stakeholder groups (Grade 7-9)


Draw a stick figure of yourself.
Write a list of all the people that take an interest in you as a person.
Add to this the ways in which they influence your decision-making (4-6)
[image: http://vignette2.wikia.nocookie.net/stickmenfanon/images/0/0e/Stickman.png/revision/latest?cb=20100621200604]





What is a stakeholder
· Stakeholders are all those groups with an interest in the success or failure of a business.
· Stakeholders may want different things from a business.
· This could be because they are affected by or may be affected by, the activities of that business. 
Stakeholders
1. Owners/shareholders
2. Employees/ managers
3. Customers
4. Local residents
5. Pressure groups
6. The government
7. Suppliers





Task 1: Match up the definitions with the stakeholders.

	Owners/shareholders
	Honest and fair dealing from the government which will affect the local area

	Employees/ managers
	Affective the environment and customers, often against growth.

	Customers
	Focus on tax arrangements, employment plans and location plans

	Local residents
	Focus on long-term organic growth, try and focus on big profit and boosting sales 

	Pressure groups
	Prices and trade credit terms, high demand for products

	The government
	Consistently high- quality products or services; honest and fair company with new innovative products

	Suppliers
	Security of employment; opportunities of career development. Hoping for “fringe” benefits such as pensions, holidays and possible company car 





Task 2- Create mind map

1st Node- 7 different stakeholders (identify)
Sub node- Who is each stakeholder (explain)
Sub node 2- what the stakeholders objective would be in a business (impact)
Extension: identify two stakeholders of the following businesses
[image: http://www.rmhc-richmond.org/McDonalds.jpg][image: ]
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Small business stakeholders 
Important stakeholders are customers, staff and suppliers.
Relationships need to be close as the small business may ask more than is normally required due to a lack of spare resources.
Example: A small sportswear shop may ask its staff to work longer hours to cover for another member of staff’s sick absence.
[image: ]
How business activity affects shareholders
About 90% of UK businesses are services such as retail or banking.
Negative effects of business on stakeholders can include low pay, jobs with no guaranteed hours and poor working conditions.
The positives of business on stakeholders include diverse ranges of food and activities, or benefits for work ing parents such as crèches at work

How stakeholders affect business activity? 
Stakeholders can have an impact on businesses, particularly large companies.
· Example: Unilever, the owners of the tea brand PG Tips, were forced to stop testing its teas on animals due to local pressure groups. 
On other occasions one stakeholder can have a negative impact on many businesses.
· Example: The Southern rail train drivers strike in 2017 meant many businesses in London were affected as workers could not get to work.
Stakeholders can have such an effect on big businesses that they often have staff devoted to communicating and consulting with them to avoid problems.

How business respond to the different and sometimes conflicting objectives of different stakeholders
· When the objectives of the business differ from the objectives of one or more stakeholder group conflict can occur
· Conflict between a business and its stakeholder can harm the business
· E.G Loss of profit, bad publicity, damage reputation
· A business needs to resolve the conflict with its stakeholder to minimise the impact on the business
· 
Conflict between stakeholder groups
· As different stakeholders have different objectives, particularly in large businesses, there can be conflict between them.
· Example: Tesco shareholders will have been pleased that the supermarket decided to reduce the amount it paid to farmers for milk in 2014. This potentially mean more profits for shareholders.
· However, the farmer suppliers were not pleased as it meant that some farmers could not make any money from the priced for milk offered by Tesco.
· Managing these conflicts and the different needs of stakeholders is important to create a successful business.






Research task
Research the topic of the HS2 (High speed two) the planned railway linking London to the midlands.
· Who are the stakeholders and why 1-3
· Explain why they are affected and why are they a stakeholder 4-6 
· Explain if you think there would be any conflict between any of the stakeholder and explain why 7-9
· Focus on three mains areas of impact: business environment and potential users 
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............................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................ 
............................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................ 
............................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................ 
............................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................ 
............................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................ 
............................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................ 




Technology and business
This section covers the following: 
· The types of technology used in business Grade 1-3)
· How technology influences business activity (Grade 4-6)
· The effects on the business of technology (Grade 7-9)


Types of technology used in business
· Technology can be any machinery or device developed to help the creation and selling of products.
· Technology is associated with doing this faster and more conveniently.
· In business terms, this is called productivity.
· Productivity is often measured through the growth of a country, known as Gross Domestic Product (GDP).

E-commerce
E-commerce is selling online, rather than in a physical transaction, such as  buying pizza via the Domino’s pizza website.
An important part of e-commerce is m-commerce, meaning commerce using apps/smartphones rather than websites/PCs.

Social media
· Social media are interactive channels of communication, via words, photos or videos, such as blogs, Facebook and Instagram.
· Some businesses treat social media as a way to promote and advertise their products.
· Businesses looking to promote products can target customers using social media
· Celebrity endorsement of products also has impact. 
The footballer Ronaldo has a combined 240 million 
followers on social media, and a product he can be 
seen wearing can result in sales
· Social media allows advertising and promotion to spread virally – not just in the UK, but globally – a big plus for businesses selling products. 
· Consequences 

Bad publicity from celebrity endorsements 
[image: ]Explanation:
· Celebrity endorsements can go wrong if the advert is not well received or the celebrity is caught up in some bad press
· For example, EA had to stop selling Tiger Woods golf games after he was caught cheating on his wife.
· Nike had to stop selling Tiger Woods golf clubs and lost millions of pounds in sales

Digital communication
Digital communication is messages or conversations conducted via email, text or social media.
· Business can now have a more personalised conversation instantly with potential customers.
· Communication can be done anywhere cheap, cutting costs.
· The drawback is that the local customer may lose confidence in the communication and feel dissatisfied.
· Example: BT did all its call centre work in India as wages were cheap. However, in 2015, due to dissatisfied customers it is now moving digital communication back to the UK.

[image: ]Payment systems
· Payment systems are ways of paying electronically such as PayPal.
· There are a number of a payment systems used by businesses including:
· Electronic Funds Transfer, where bills can be paid online.
· Apple/Android pay, which is a mobile system of paying for goods online or physically simply through a fingerprint on a mobile phone.
· The more convenient the system, the more likely the customer is to impulse buy a product.

Task
· Write a definition of each of the technology methods which businesses use (1-3)·  e-commerce
·  social media
· digital communication
· payment systems.

· Give an example of how a business might use them (4-6)
· Explain benefits and drawbacks of a business using this method (7-9)
................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................ 
................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................ ................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................ 
................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................ ................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................ 
................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................ ................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................ 
................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................................ 
Sales
· [image: ]Certain markets are affected by technology more than others.
· Products that have become digital, such as films and games, have been affected massively.
· The graph shows sales of console hardware globally.
· Which console has sold the most units worldwide? 
· How may technology have created better sales than the other consoles?
· Sony’s games store may have better games, be cheaper to access or have better customer service online.

Costs
· A fixed cost is advertising, e.g. TV and newspapers.
· Technology allows much more specific targeting of customers through data gathering, e.g. social media likes.
· Technology allows more specific targeting of adverts to those likely to purchase products, e.g. look at the adverts around a website compared to that of your mums.
· All this means costs can be reduced.
· Variable costs include raw material for products.
· Online market places make it much easier for 
businesses to get the best prices for raw 
materials, thus reducing costs.


Summary questions
Write down or discuss the answers to these questions.
· What is e-commerce? (1-3)
......................................................................................................................................................................................................................................................................................
· What is m-commerce? (1-3)
......................................................................................................................................................................................................................................................................................
· Give one reason why Domino’s might use social media to advertise products. (4-6)
......................................................................................................................................................................................................................................................................................
· How might a business be able to reduce costs through the use of digital communication? (4-6)
......................................................................................................................................................................................................................................................................................
· Give one way technology can improve sales. (7-9)
................................................................................................................................................................................................................................................................................................
· Why might Amazon have launched its first physical shop in London? . (7-9)
................................................................................................................................................................................................................................................................................................



Legislation and business 
This section covers the following: 
· The purpose of legislation (Grade 1-3)
· The different types of legislation (Grade 4-6)
· The impact of legislation on businesses (Grade 7-9)


What is the purpose of legislation?
· Legislation is law created by parliament.
· A type of legislation that affects a business is called an Act.
· Rights created by an Act of parliament try and protect groups of people, such as consumers or workers.
· A business has to oblige with this created by an Act of parliament try and force businesses to do the right thing in a given situation, e.g. pay workers a fair amount per hour.

In groups of 2-3
· Create a presentation and research the different laws which businesses have to abide by
· 1-3: identify what each act it (definition)
· 4-6: explain  why it will affect a business
· 7-9: Consequences of not meeting these obligations 


Trade description act 1968
1-3: Identify what each act it (definition)
................................................................................................................................................................................................................................................................................................ ................................................................................................................................................

4-6: Explain why it will affect a business
................................................................................................................................................................................................................................................................................................ ................................................................................................................................................

7-9: Consequences of not meeting these obligations 
................................................................................................................................................................................................................................................................................................ ................................................................................................................................................
................................................................................................................................................................................................................................................................................................ ................................................................................................................................................

Consumer credit act 1974
· 1-3: Identify what each act it (definition)
................................................................................................................................................................................................................................................................................................ ................................................................................................................................................
· 
· 4-6: Explain why it will affect a business
................................................................................................................................................................................................................................................................................................ ................................................................................................................................................
· 
· 7-9: Consequences of not meeting these obligations 
................................................................................................................................................................................................................................................................................................ ................................................................................................................................................
................................................................................................................................................................................................................................................................................................ ................................................................................................................................................

· Weights and Measures Act 1985
· 1-3: Identify what each act it (definition)
................................................................................................................................................................................................................................................................................................ ................................................................................................................................................
· 
· 4-6: Explain why it will affect a business
................................................................................................................................................................................................................................................................................................ ................................................................................................................................................
· 
· 7-9: Consequences of not meeting these obligations 
................................................................................................................................................................................................................................................................................................ ................................................................................................................................................
................................................................................................................................................................................................................................................................................................ ................................................................................................................................................


· Food Safety Act 1990

1-3: Identify what each act it (definition)
................................................................................................................................................................................................................................................................................................ ................................................................................................................................................

4-6: Explain why it will affect a business
................................................................................................................................................................................................................................................................................................ ................................................................................................................................................

7-9: Consequences of not meeting these obligations 
................................................................................................................................................................................................................................................................................................ ................................................................................................................................................
................................................................................................................................................................................................................................................................................................ ................................................................................................................................................






· Equality Act 2010:

1-3: Identify what each act it (definition)
................................................................................................................................................................................................................................................................................................ ................................................................................................................................................

4-6: Explain why it will affect a business
................................................................................................................................................................................................................................................................................................ ................................................................................................................................................

7-9: Consequences of not meeting these obligations 
................................................................................................................................................................................................................................................................................................ ................................................................................................................................................
................................................................................................................................................................................................................................................................................................ ................................................................................................................................................

· Equal Pay Act

1-3: Identify what each act it (definition)
................................................................................................................................................................................................................................................................................................ ................................................................................................................................................

4-6: Explain why it will affect a business
................................................................................................................................................................................................................................................................................................ ................................................................................................................................................

7-9: Consequences of not meeting these obligations 
................................................................................................................................................................................................................................................................................................ ................................................................................................................................................
................................................................................................................................................................................................................................................................................................ ................................................................................................................................................


The impact of legislation on business
· Many businesses believe all these laws mean too much time and money spent on government rules rather than competing with foreign companies.
· Rules may restrict creativity and innovation.
· Businesses particularly object to red tape.
· However, consumers need protection from businesses that have poor moral values.
· Sometimes the rules can actually make businesses more creative, e.g. ways to pay the minimum wage whilst still making a profit.

Summary questions
Write down or discuss the answers to these questions.
· What is legislation?
............................................................................................................................................... ................................................................................................................................................
· According to the Consumer Rights Act goods must be f___ for p_______?
· Name one right under the Consumer Rights Act.
............................................................................................................................................... ................................................................................................................................................
· Name one thing the Trade Description Act stops businesses doing.
............................................................................................................................................... ................................................................................................................................................
· What type of discrimination still seems to exist within certain businesses?
............................................................................................................................................... ................................................................................................................................................
· Give one reason why legislation may be seen as bad for businesses.
............................................................................................................................................... ................................................................................................................................................

The economy 
This section covers the following: 
· What the economy is (Grade 1-3)
· What makes the economy go up or down (Grade 4-6)
· What business people need to know about the economy (Grade 7-9)


Economy
The collection of business transactions that takes place throughout the country, in any given year
Exports
Goods produced in one country but sold overseas, for example a British-made Mini sold in France

What makes the economy go up or down?
· Exports are goods produced in one country but sold overseas.
· The more demand for Minis, and other goods and services, the more jobs for workers and the more profit for businesses.
· The opposite occurs, leading to a recession, if there is less demand – see the diagram.
· A recession is a downturn in sales and output throughout the economy, often leading to rising unemployment.
· [image: ]The last UK recession was in 2008, the worst for 50 years.














Task
· 1-3: Explain what is meant by the economy
· 4-6 Explain what is happening in the diagram
· 7-9 How does a high demand affect a business and how does recession affect a business 
................................................................................................................................................
............................................................................................................................................................................................................................................................................................... ................................................................................................................................................
................................................................................................................................................
................................................................................................................................................................................................................................................................................................ ................................................................................................................................................



The way interest rates can change
An interest rate is the amount a lender, such as a bank, charges someone per year for money they have borrowed
The lower the interest rates, the more likely businesses are to borrow money.Example: If I borrow £100 at a 10% interest rate per year,  I will pay £10 interest for the first year of borrowing

· Interest rate are very low in 2017, 0.25%, though loans to businesses are higher.
· If a business borrows money when interest rates are low, they can finance growth much more cheaply, have less cost and possibly more profits.
Task
1. What does this information tell us? (1-3)
2. How does this affect a business? (Positive/negative)(4-6)
3. How does this affect a customer? (Positive/negative)(7-9)
......................................................................................................................................................................................
......................................................................................................................................................................................
................................................................................................................................................................................................................................................................................................ ................................................................................................................................................
................................................................................................................................................................................................................................................................................................ ................................................................................................................................................
................................................................................................................................................................................................................................................................................................ ................................................................................................................................................

The way exchange rates can changeAn exchange rate is the value of the pound measured by how much foreign currency can be bought per pound

For example, on 11th January 2017
£1 would buy $1.21. 
£100 would by $121. 
Go back to 11th January 2016,
 £1 was worth $1.45
 £100 would buy $145,.

[image: ] Gain an extra $21






[image: ]The value of the pound has therefore fallen.
Import-ring (goods or services) into a country from abroad for sale
Export-end (goods or services) to another country for sale. 

· Businesses that export become more profitable. For example, Rolls-Royce cars became cheaper to US buyers.
· Businesses that import become less profitable.




FOR UK Businesses
[image: ]If the value of the pound rises 
(e.g. £1 goes from $1.25 to 1.30)
· The pound can buy more
· Anything we import becomes cheaper – so costs might decrease
· BUT anything we sell abroad becomes more expensive so we export less

[image: ]IF the value of the pound falls
The pound can buy less
Anything we import become more expensive – so costs might increase
BUT anything we sell abroad becomes cheaper so we export more
So a UK company that imports wants a strong pound (high value)
And a UK company that exports wants a weak pound (low value)


Task
Practice question 
Dave goes and buys 100 PC’s from Germany.
They cost him €250 each
The exchange rate is every £1 is €1.45
How much has he spent in Stirling? £
............................................................................................................................................................... ............................................................................................................................................................... ...............................................................................................................................................................

1. 10 units bought at €4 exchange rate £1- €1.45
...............................................................................................................................................................
2. 50 units bought at €2.65 exchange rate £1- €1.15
...............................................................................................................................................................
3. 125 units bought at €2.00 exchange rate £1- €1.60
...............................................................................................................................................................
4. 500 units bought at €4 exchange rate £1- €1.10
...............................................................................................................................................................
5. 75 units bought at €5 exchange rate £1- €1.55
.............................................................................................................................................................	


Using the following website complete the questions
· https://www.theguardian.com/business/2016/jul/11/brexit-uk-business-winners-and-losers-falling-pound

Task 2
1-3 Give 1 example of a business who has been affect by value going down on the pound 
4-6 Give 2 examples of businesses who have been affected by the value going down on the pound 
7-9 Discuss what will happen if the value of the pound goes up?

............................................................................................................................................................... ............................................................................................................................................................... ...............................................................................................................................................................
............................................................................................................................................................... ............................................................................................................................................................... ...............................................................................................................................................................
............................................................................................................................................................... ............................................................................................................................................................... ...............................................................................................................................................................
............................................................................................................................................................... ............................................................................................................................................................... ...............................................................................................................................................................
............................................................................................................................................................... ............................................................................................................................................................... ...............................................................................................................................................................



Task- recap
[image: MACINTOSH H:Users:emmawear:Desktop:Screen Shot 2020-08-19 at 21.40.19.png]
..................................................................................................................................................................................................... …................................................................................................................................................................................................... ......................................................................................................................................................................................................



The threat of recession· Not doing this quickly enough can result in a business failing.
· Well-run businesses have a range of products that can be purchased when consumers have less money, such as Samsung’s cheaper mobiles.

When the economy starts to downturn, demand for goods and services reduce, and consumer spending goes down.
Businesses have to reduce the number of products or services they create to survive.
They have to reduce costs, possibly by cutting a number of employees.





Task
Using the website below: https://www.investopedia.com/financial-edge/0811/9-businesses-that-thrive-in-recession.aspx
Give an example of a  business that will benefit from a recession.
...............................................................................................................................................................
............................................................................................................................................................... ............................................................................................................................................................... ...............................................................................................................................................................
Summary questions
· What is the economy?
.............................................................................................................................................................. ...............................................................................................................................................................
· Give an example of a UK business that exports products.
............................................................................................................................................................... ...............................................................................................................................................................
· If the £ buys more US$, which type of business does this benefit? 
............................................................................................................................................................... ...............................................................................................................................................................
· Thinking about interest rates, when is the best time for a business to borrow money from a bank?
............................................................................................................................................................... ...............................................................................................................................................................
· Give an example of a  business that will benefit from a recession.
............................................................................................................................................................... ...............................................................................................................................................................

Impact of economics climate on businessThe economy and business 
This section covers the following: 
· The economic climate and its impact on businesses (Grade 1-3)
· Changing levels of consumer income (Grade 4-6)
· Understanding of Inflation and Government taxation (Grade 7-9)


· As the economy changes regularly,  businesses are affected in many ways.
· Economic climate is a measurement of the current economic situation, which might be promising or worrying.
· Like the weather, the economy can run cold or hot.
· [image: ]We look at six factors in detail and the way businesses can be affected by each of these factors.
· The factors are:
Unemployment
Changing levels of consumer income
Inflation,
Changes in interest rates
Government taxation 
Changes in exchange rates.




[image: ]
Consumer income
· Consumer income is income consumers have to spend once their taxes are taken off.
· It is the money which people have available to spend on goods and services 
· Allows business to decide:
· What types of products to stock (high end or low end)
· What pricing to use (e.g. a fish and chips shop in a affluent area will be able to charge a much higher price then in an area of high unemployment) 
· Where to locate a business (This depends on the product/service being sold, whether it is high end or not, would be expect to be located where people have low disposable income)
Task
Find businesses that: Grade 1-3- identify Grade 4-6- Explain why
1. Aim at high end customers
2. Aim at lower end customers
3. Aim at mid-range customers
7-9 Regardless of income, what types of people have HIGH disposable income and LOW disposable income?
...............................................................................................................................................................
............................................................................................................................................................... ............................................................................................................................................................... ...............................................................................................................................................................
...............................................................................................................................................................
............................................................................................................................................................... ............................................................................................................................................................... ...............................................................................................................................................................

What is inflation?
Inflation is the rate of increase in the average price level.



· The rate of inflation is the percentage change in prices compared with a year ago.
· Look at the graph showing UK inflation.
[image: ][image: ]
















Task
What is inflation?(1-3)
............................................................................................................................................................... ...............................................................................................................................................................
Why is inflation caused?(4-6) 
............................................................................................................................................................... ...............................................................................................................................................................
If inflation goes down how does this affect a business (4-6)
............................................................................................................................................................... ...............................................................................................................................................................
If inflation goes up how does this affect a business(7-9) 
............................................................................................................................................................... .............................................................................................................................................................................................................................................................................................................................. ...............................................................................................................................................................

What is government tax?
· Taxes are charges places by the government on goods, imported goods and the incomes of individuals and companies.
· Corporation tax is a tax on company profits. In 2016 it was 20%.
· The higher the tax rate, the less companies have to invest in future growth.
· Businesses importing products from abroad may also have to pay tax, which makes products more expensive and more difficult to sell, such as steel from China for car production.
· Consumers are taxed on their income and have to pay a tax on goods and services purchased, called VAT. 
· Rises in consumer taxes reduces income, which reduces the ability to spend on some goods and services, particularly luxury goods.
Task
What are taxes? (1-3)
............................................................................................................................................................... ...............................................................................................................................................................
What is corporation tax? How does this affect a business(4-6)
............................................................................................................................................................... ...............................................................................................................................................................
What is VAT? How does this affect a business(4-6)
............................................................................................................................................................... ...............................................................................................................................................................
What is consumer tax? How does this affect a business  (4-6)
............................................................................................................................................................... ...............................................................................................................................................................
If these taxes rise or fall how does it affect a business (7-9)
............................................................................................................................................................... ...............................................................................................................................................................













Do now activity External influences on business 
This section covers the following: 
· What external influences on business are (Grade 1-3)
· Responses to changes in technology and Responses to changes in legislation (Grade 4-6)
· Responses to changes in the economic climate (Grade 7-9)



[image: MACINTOSH H:Users:emmawear:Desktop:Screen Shot 2020-08-19 at 21.59.54.png]


External influences and business decisions
· Organisations can face problems from external factors which can affect products, people and profits
· Business cannot control all external influences, but it can try and make decisions that respond effectively to each change
· We look at six factors in detail and the way businesses can be affected by each of these factors.
· The factors are:
Unemployment
Changing levels of consumer income
Inflation,
Changes in interest rates
Government taxation 
Changes in exchange rates.

Task
	Image 
	Order it goes in
	Definition
	Impact if it goes up
	Impact if it goes down 

	[image: See the source image]
	
	
	
	

	[image: See the source image]
	
	
	
	

	[image: Image result for unemployment]
	
	
	
	

	[image: See the source image]
	
	
	
	

	[image: See the source image]
	
	
	
	



Exam questions 

Q1
Which two of the following are possible impacts on a small business of lower interest rates?
Select two answers.
[image: ]   A    Higher fixed costs
[image: ]   B    Lower insurance premiums
[image: ]   C    Customers more likely to purchase using credit
[image: ]   D    Lower costs of borrowing money
[image: ]   E    Increased variable costs due to higher loan repayments
 Q2.
Which one of the following is a definition of an exchange rate?
Select one answer.

[image: ]   A    The flow of goods and services into a country
[image: ]   B    The value of one currency in terms of another currency
[image: ]   C    A tax on a particular good or service
[image: ]   D    When businesses operate on an international scale

Q3
Explain one impact on a small business of a reduction in government taxation.
 ............................................................................................................................................. 
 ............................................................................................................................................. 
 ............................................................................................................................................. 
 ............................................................................................................................................. 
 ............................................................................................................................................. 
 ............................................................................................................................................. 
 (Total for question = 3 marks
Q4
[image: ]Using Figure 3, identify the year in which the price of tea increased by the greatest amount.

.......................................................................................................................................... 
 ............................................................................................................................................. 
 
(Total for question = 1 mark)


Q5
[image: ]Read the following extract before answering the Question.

Last Course Patisserie Ltd is a small private limited company based in Devon which produces hand-made desserts and puddings. The business was established in 1986. Its owners previously worked in the food industry but felt they could offer better value for money to customers. All of the desserts are made fresh to order which has provided Last Course Patisserie with a reputation for being flexible when meeting customer needs.
Getting the best ingredients for the desserts is a vital part of the business. Last Course Patisserie found excellent suppliers of free range eggs and dairy products close to its business location. This means all ingredients could be delivered quickly when needed.
[image: ]Last Course Patisserie has recently employed a new head chef from Switzerland who has introduced a new range of products to the menu. This has proved to be very popular with customers and the business now struggles to keep up with demand. Last Course Patisserie is receiving increased orders for desserts but, due to the size of its business premises, struggles to meet this increase in demand. The owners have decided that it is the right time for Last Course Patisserie to expand and possibly relocate to new premises.
UK consumer incomes are expected to rise over the next 10 years.
Analyse the likely impact on Last Course Patisserie of this changing level of consumer income.
(6)
 ............................................................................................................................................. 
 ............................................................................................................................................. 
 ............................................................................................................................................. 
 ............................................................................................................................................. 
 ............................................................................................................................................. 
 ............................................................................................................................................. 
 ............................................................................................................................................. 
 ............................................................................................................................................. 
 ............................................................................................................................................. 
 ............................................................................................................................................. 
 ............................................................................................................................................. 
 ............................................................................................................................................. 
 ............................................................................................................................................. 
 ............................................................................................................................................. 
 ............................................................................................................................................. 
 ............................................................................................................................................. 
 .............................................................................................................................................  ............................................................................................................................................. 
 (Total for question = 6 marks)

	1.5  Teacher feedback

Based on your work throughout 1.5 the improvements you need to complete are below, these will link to comments on the classroom board. Please make these improvements in RED pen. 
1………………………………………………………………………………..
2. ………………………………………………………………………………..
3. ………………………………………………………………………………..
4. ………………………………………………………………………………..
5. ………………………………………………………………………………..


	Praise: 
..............................................................................................................................................................
............................................................................................................................................................. 
............................................................................................................................................................... 
............................................................................................................................................................... 


	DIRT page 
Based on your teacher feedback please complete the improvements in the space below, or throughout your booklet as instructed. 
..............................................................................................................................................................
............................................................................................................................................................. 
............................................................................................................................................................... 
............................................................................................................................................................... 
..............................................................................................................................................................
............................................................................................................................................................. 
............................................................................................................................................................... 
............................................................................................................................................................... 
..............................................................................................................................................................
............................................................................................................................................................. 
............................................................................................................................................................... 
............................................................................................................................................................... 
..............................................................................................................................................................
............................................................................................................................................................. 
............................................................................................................................................................... 
............................................................................................................................................................... 
..............................................................................................................................................................
............................................................................................................................................................. 
............................................................................................................................................................... 
............................................................................................................................................................... 
.............................................................................................................................................................


Glossary 
Here write down the key terms you use in lesson and the definition, you must learn these to have clear understanding of the content of the exam. 

	Key term
	Definition 
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Inflation below 2% means costs for
businesses are easily managed.

Inflation of 4% or more puts businesses
under pressure as their costs are rising.
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PRIMARY RESEARCH
Use the words provided and fillin the missing gaps. ©

Primary research is also known as research. This is where {
you collect information . Itinvolves things like q y
t s and ¢ V____. Advantages are that it -
provides data that's s and . Disadvantages are that
itst < to collect and its .
Each word can only be used once:

relevant expensive yourself

time consuming telephone surveys customers’views

questionnaires specific field

up-to-date
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SECONDARY RESEARCH

Use the words provided and fill in the missing gaps. ©
Secondary research s also known as research. This s
where have already collected the information. It
i useful for looking at the and analysing
predict the future. It involves looking at things like n_ the and
articles. Advantages are that the data is e andi
a . Disadvantages are that it's n s to your needs, itsn___a
. toyour products and it'softeno___o___d___.
Each word can only be used once:
past trends other people out of date
whole market newspapers internet
not always relevant easily found not specific
instantly available desk magazine
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Age - this is basically how old the customers are. This is
usually presented as an age bracket (toys for & - 12 year
olds, for example).
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Income - markets can be divided by how much customers
in particular groups earn. Pound shops, for example, may
aim their products at low income families.
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Gender - whether products or services are aimed at men
or women / boys or girls. Make up products, for example,
are aimed at women.
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Hobbies & Interests - many markets are segmented based
on what customers like to do in their spare time. A
business selling golf products will target golf enthusiasts.
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Lifestyle -~ some markets are segmented based on what
people’s lifestyle is like. Some people, for example, like to
go on cruise holidays whilst others like to stay in the UK.
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Occupation - a person’s occupation is their job.
Businesses may target people who have a certain job. Gym
equipment, for example, may be aimed at personal
trainers.
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Demographics:

Age: 32 years

Gender: female
Marital Status: Married
(2 young kids)
Location: Austin

Occupation:

Housewife

Annual Income:

$0 (high earning husband)
Education:

College

Behavior:

Pamela...

+ Buys heavily online

« Expert level shopper

« Great spending power

« Buys for her family daily needs as well

« Frequently buys gifts for friends and family

Goals:

Pamela wants...

* Frequent product inspirations
+ Great recommendations

* New, popular and trending things
« Event based reminders about products

Objections to the sale:
* Not her taste
Channel:

* Mostly online, in-store purchases
are very rare

Pamela’s pain points are..

+ No inspirations for buying and trying out
new things

* High delivery charges and taxes

Motivations:

Pamela is motivated by...

* High personalization

* Quick shopping features and fast transactions
+ Good gifting product suggestions

« Great savings on product bundles

Devices:

* Mobile, tablet and laptop but mostly mobile

Key Strategies:

« Create a loyalty program for such frequent buyers.

+ Analyze her purchase history and other data
points to recommend products for her next
purchase.

+ Encourage her to try out new products showing
high value in new products.
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LS

LIGHTWEIGHT KIDS BIKES AVAILABLE FROM AUDLEM CYCLESPORT
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& DAY WIN i oycing fersey (age 11-12)
by answering our #chrisimasTree question.
Enter @ goo.g/qEDAIp #giveaway
#oompetition
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L)% nitp://tutor2unet/business/gese/marketing_market_mapping htmi p-REX

One way to do this i to use a ‘market map’ (you might also see this called by its proper name ~ the *perceptual map’).

The market map illustrates the range of “positions” that  product can take in a market based on two dimensions that are Related resources:

important to customers.
o Study materials about market

Examples of those dimensions migh be: mapping on the Business

« High price v low price Studies blog

+ Basic quality v High quality

~ Low volume v high valume Related Study Notes

+ Necessiy v luxury

« Light v heavy What s Marksting
vt [ who s the customer]
« Lo-tech v high-tech tho is the customer
+ Young v Old Understanding customers]

Let's look at an illustrated example of a market map. The map below shows one possible way in which the chocolate bar Customer service - inrg
market could be mapped against two dimensions  quality and price:

Customer service
improvement

High
Quality Customer focu]

Kinds of market

Market segmentation
Introducti

Market segments]

Market mapping

The marketing
Varketing orentator]
Marketing's role n businezd

Marketing strategy
ntroducti

SWOT analysis & marketing

[
=

Product ife cycle]
Product portfolo - the
How might a market map be used? Boston ol
Bren:
One to identify where th “gaps in the market” ~ where th ‘customer needs that are not being met.

way ntify where there are “gaps in the m: e there are customer n are not being E

For example, in the chocolate bar market. Divine Chocolate (a social enterprise) successfully spotted that some consumers
‘were prepared to pay a premium price for very high quality chocolate made from Fairtrade cocoa. Green & Black's exploited ‘Marketing online - £]
ocolate made from organic ients. Both these brands successfully moved into the high Commercs

the opportunity to sell premium ch
/i beat th
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Discuss 2

advantoges and 2

disadvntoges ()l Give your pinion
on f she would

benefit on this
or not and
explain why (2)
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1. Specific means particular: not vague

2. Can be measured numerically

3. Can be achieved

4. Are realistic for the organization

5. Have a deadline
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Practice

This amount Output Fixed Selling

This is the will always X costs + price x
amount stay the variable variable output

McDonaid’s
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Mcdonalds has same cost costs
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Neil and Sue are considering two options to reduce the amount they need to sell to
break even.

Option 1: Increasing average prices by 10%
Option 2: Reducing the cost of ingredients by using a cheaper supplier

(d) Justify which one of these two options Neil and Sue should choose.
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@ Cash flow refers to cash that flows into and out of a
business over a period of time

@ Cash is the most liquid asset, so it is VITAL that there
is enough of it

s ol e S

Examples Include:
@ Purchases
@ Rent & rates
@ Wages &
salaries

Examples Include:
@ Sales Revenue
@ Capital

@ Loans
@ Grants
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Inflows (Revenue)

Jan Feb Mar | Apr | May | Jun

Cash Sales 1200 | 1300 | 1600 | 1550 | 1700 | 1800
Credit Sales 0 500 700 650 600 650

Total 1200 | 1800 | 2300 | 2200 | 2300 | 2450
Outflows (Costs)

Rent 500 500 500 500 500 500
Raw Materials | 200 300 700 100 400 300
Wages 800 800 800 800 800 800

Repayments 100 100 100 100 100 100

Total 1600 | 1700 | 2100 | 1500 | 1800 | 1700

trf e

t \xt/

Months
Monthly Income Figures

Income Per Period

Monthly Cost Figures

Expenditure Per Period

Note:

Negative figures are
often shown in brackets
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@ Cash flow forecasting is VITAL because....
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@ It can also be compared with actual cash flows
> Which are shown in the Cash Flow Statement
@® Large businesses must by law include a cash flow

statement in their accounts
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January | February March April
Opening Balance 0 590 725 875
Income:
Sale of Burgers 500 550 600 650
Enterprise grant 1000 0 0 0
Total income: 1500 550 600 650
Expenditure:
Cooker 500
Burgers 250 250 270 300
Rolls 100 100 110 120
Onions 60 65 70 75
Total expenditure: 910 415 450 495
Closing balance 590 725 875 1030
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What is the product? Who is this What do you think the price of this
product aimed towards? . E product is? Why do you think it is
this price?

Where would you be able to buy ". Where would you see this product
this product? There maybe more advertised? There maybe one
than one place. than one place.

Who do you think the main competition for this product is? Try and give more than one.

How would you improve their marketing? Should they advertise or sell their product in new places?
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Product

Your Producy

Draw your product here and label it

Promotion
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This will provide a broad overview of the approach the firm will
take to marketing

Summary of were the business will offer from a customer
perspective

They allow a plan to show the break-even point and margin of

The business idea
safety

Business aims and
objectives A clear plan for the 4p’s which can be outlined to show how the
Target market marketing plan will be enacted

Marketing plan

Forecast revenue,

costs and profit The importance of forecasting or cash flow management is
Cash flow forecast especially acute at the time of start-up

Sources of finance

Investors wat to know what the business is aiming to achieve

This is to give a clear idea of the type of customer the business
is aiming at

Marketing mix
With a cash flow forecast in place he amount of finance require

and the nature of the finance

Actually sorting out there right location will be critical to the
business’s success
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. . Where will you source your funding?
What are your businesses aims v v e

and objectives?

Target audience:

ABE e

Gender:.....eccrenee.

INCOME:..uiiieiiiieieen

Location:....ccccvevevenenens
Where will you sell your What is your Business How will you advertise?
roduct idﬁ .............................................

What is your Product
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Always worth 1
mark

Points based
question

Only appear in
paper 2 section 3

Always worth 3
marks

Will appear in
Section A

There will always
be 6 explain
questions (18/90
marks)

You will need to
link 2 strands
and the

impact/method/
benefit/

drawback/reason

Always worth 1
mark

Point based
question

Will only appear in
Section B and C
This will be a lot of
application from
interpreting a
diagram, table or
graph

Always worth 6
marks

Will appear in
Section A

Can provide 1 or 2
points with
impact/benefits/dr
awbacks

OR

Detailed

interconnect points
with around 5

linked strands

Always worth 1
mark

Points based
Section B and C
Will need to use

evidence of
application

Always worth 6
marks

Only 2 questions on
section B

No evaluation
needed

At least 2
interconnected
points with
impact/benefits/dr
awbacks

Always worth 2
marks

Designed to test
application

Points based

Will appear in
section A,B& C
The only answer
which counts is the
one on the line

Answers should be
two decimal places

Always worth 9
marks

Only two questions
in section B & C

No requirement to
consider both
options for full
marks

At least 5 points
with
impact/benefits/dr
awbacks

Always worth 2
marks

Designed to test
application

Will appear in
section B & C
Will need to
provide one

Impact/method/be
nefit with link to

context for both
marks

Always worth 12
marks

Tests
understanding,
application,
analysis and
evaluation

Only 1 of these in
section C

Detailed
interconnection of
points with
impact/benefits/dr
awbacks
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Consumer Some firms  Some firms
confidence falls cut back close

Job losses
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Discuss what is happening in the picture and how does it
affect a business
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