Topic Visual Subject Content
1.1 Enterprise and » Understand why new ideas come about- due to changes in technology, changes in consumer wants, products being
entrepreneurship obsolete e g. cassette player
» Understand how business ideas come about- adapting existing ideas, by invention, by innovation
» The impact of risk and reward- failure/ financial loss/, success/profit/independence
» The role of enterprise and the purpose of business activity- produce goods/services, meet customer needs, to add value
1.2 Spotting a business » Meet customer needs- quality, price, choice, convenience
opportunity ..;',’Z.\"T:?-‘_;-_v; » Market research- identify and understand customer needs, identify gap in the market, reduce risk, inform business
g ﬁ?ﬁ‘ markih, decisions
,;J“ARKET 3 » Primary research- collected first hand e.g. survey, questionnaire, focus group
:;ARESEA aff » Secondary research- collected second hand e.g. Internet, market reports
Wness " 4 » Qualitative data- written data which gives opinions
‘QW » Quantitative data- numerical data which is easy to compare
—— » Market segmentation- breaking down market based on characteristics e.g. age, gender, income, location, interests
1.3 Putting a business idea » Objectives must be SMART (specific, measureable, achievable, realistic, time)
into practice » Financial aims- survival, profit, sales, market share, Short-term
» Non-financial aims- personal satisfaction, challenge, independence, control Overdraft. trade credit
Profit= Revenue-Costs Break-even point=FC/(SP-VC) Net cash flow= inflows — ingien
Revenue=SPxQ Margin of safety=Actual -
sales — Break-even point 0/8=C/B-NCF PRSI g e
Costs= FC+TVC capital, share, loans, retained
1.4 Making the business » Unlimited liability- liable for all debts of the business, high risk (Sole trader + Partnership)
effective » Limited liability- only liable for the money invested into the business, low risk (Limited companies- PLC/LTD)
» Franchise- a franchisee buys the rights to trade under the name of the franchisor in return for initial fee and royalties.
» Location factors- footfall, competition, availability of labour/resources, infrastructure, parking, costs.
» The marketing mix- the price of the product, the features of a product, the place it is sold and how it is promoted.
» Business plans- needed to obtain finance from an external source (market research, finance, aims, target market)
1.5 Understanding external » Stakeholder- a group who has an interest in a business (owner, customer, employee, supplier, government,
influences on business » Legislation- the laws and regulations governing businesses. (Consumer- quality and consumer rights/ Employment law-
recruitment, pay discrimination, health and safety)
{ » Economy- impact from the 2008 recession (unemployment, inflation, interest rates, exchange rates, EU)
Tf“’,(’;;" » External environment (PEST)- political, economic, social, technological




1.1.1 The Dy

namic Nature of B

usiness

ey Terms:
Enterprise: A business or company, can also mean entrepreneurial activity Businesses exist to provide
Entrepreneur: Someone who creates a business, taking on financial risks with goods or services
the aim of making a profit from the business Good Service

Consumer: Someone who buys and uses goods and services

Customer: Someone who buys goods and services

Obsolete: Out of date and not used anymore

E-Commerce: Using the internet to carry out business transactions
M-Commerce: Using mobile technologies to carry out business transactions
Social media: Websites that allow users to interact with other users

B3|/

1.1.2 Risk and Rewarg

Key Terms:
Risk: The possibility that an enterprise will make lower than anticipated profits or experience a loss
Financial Reward: The money that an entrepreneur or investor receives when a business succeeds
Market Research: The process of gathering information about the market and customers’ needs and
wants

Revenue forecast: A prediction of future revenue based on expected sales; this is either a judgement
or based on pervious sales patterns

Cash Flow: The amount of money coming and going out of a business

Sales Revenue: The amount of money that comes in from selling a product or a service

Investment: Putting money into a business with the intention of making a profit

Start-up: A new business, usually with only a small number of employees (possibly only 1)

Intuition: Knowing something instinctively or understanding something without conscious thought

¥ Risk can mean several things: Poor management
OW do new business ideas ¢ s ¢ the chance of loss or damage
ome abouyt? e « the probability that something goes wrong, leading to a loss
hen a hoped-for outcome does not happen
e w .3 4 = e 2 i Poor market
-
Type of change: Explanation: X g s %S e o gmgn research
7k o mteerity ¥ § 93,00
a “ epeg challonging 2 = Fgrowth
New technology Ideas for new products might come about due to advances in technology. Ly G - gw
Computers, smartphones, digital cameras and so on, are all examples of en re reneu a2
products where new technology is constantly allowing new products to be o D zgm’"' Sales lower than
confidence erspe ex|
developed and launched for sale. versatile gmteg th motivated pected
.-2 congrusnt -
x " 2 positive building 5=
Change in consumer Fashions and consumer tastes are always changing, As well as the more 1& E? Start-up costs too
wants obvious areas of clothing, designs will also change in areas such as cars, [ i high
furniture, buildings and many more consumer goods. There are also new do you reduce risk?
trends in terms of healthy eating, fitness and specialist types of holidays. How do Y
Products and services | Over time products become outdated as new products are developed, which
becoming obsolete is often linked to changes in technology. Other reasons for products 4 2 Unexpected
becoming obsolete are changes in the economy, for example increased Plan, research, be cautious, finance with care, avoid costs, Protect, S hdkie
wealth will decrease demand for inferior products, such as supermarket monitor and review
value products and bus travel,
Too reliant on a
/_\ small number of
= Adapting an existing product to keep up with trends / ‘ ’ customers
* Create a new product to meet new trends H
nterprise
Rewards from enterp Poor quality
e
o ask Se : R
tions 10 nse of satisfactio, ildi
Key Ques' o n, building so,

= How can | improve a product or service?
= Canl do this better than an existing business?
= Is there a gap in the market that | can fill?

. A ‘ .
Elllllg Inanew IOCa"o", Elllp'OVlllg hew people, gett"lg an l”dusn Y award

feedback, having happy Customers, money! HEISE Baat




Key Terms:
Stakeholder: Anyone who has an interest in the activities of a business

Ethics: The moral principles or standards the guide the behaviour of the business of a
person.

Values: Standards of behaviour or moral principles

Loyalty: Supporting something or someone

Unigue Selling point (USP): Something that makes a product stand out from its
competitors

Economy: The system by which a countries money and goods are produced and used.

1.1.
1.3 The Role of Business Enterprise

Purpose of
enterprise activity

Producing goods
and services

Meeting customer
needs

Adding value

| Cost to make
product

What is an entrepreneyr?

"
S0
Meone who takes a calculated r.

| isk throuy
starting a business,” ¥

>

Difference =
Value Added

I am an innovative, risk taking,
hardworking, organised, determined,
persuasive, multitasking entrepreneur

Why do entrepreneurs start their own business?
Fi . .

Inancial Reasons: Making Profit — Investing Money
Non-financial Reasons: Work Life R

alan i
ey ce, Skills and

. Baing their ewn Boss

NOTES:




tomer Needs " 1.2.2 Mar|
1'2‘1 C\ls \ketsimentaﬂan 1
Key Terms: Key Terms: —
Convenience: A product or service’s ability to fit in with a consumer’s lifestyle, Segmentation: The process of breaking something into small parts.
the ease in which it can be used how easy it is to acquire Demographics: Relating to the structure of the population »
Customer Needs: The wants and desires Z)f buyers :f a product or the J ’ 1 . " !’
customers of a business. ) B ’ &
What are the benefits? : 3
e S e W
\ N YV y f the right quality, at the right price, Better matching of & -‘—! LA
providing the right product, of the rig ' castormer naaids ——
at the right time, in the right place -
/ ﬂ ) \ \ Better opportunities for
growth
More effective
How do we find out what our customers want? promotion
Gain a higher share of the
E : market

ion
Limitations of market segment
‘ *  Lack of information and data
« Difficulty in measuring and predicting consumer behaviour
e Customer segments could be hard to reach once identified
High Quality "
Waitrose Market Mapping

* High price v low price
* Basic quality v high quality
* Low volume v high volume

i i rket,
arket Research: \dentify a gap In the ma

purpose of Marke rs, knowing demand.
promotion, knowing your custome TIIL . NecEssitv v 'UXUI’y
* Light v heavy
* Simple v complex
QUALITATIVE * Lo-tech v high-tech

* Young v old

i Limitations of Market Research? Accuracy - usually only a sample is
o’
"ii 1 f} used, bias, could be out of date.

Py




1.2.3The Competitive Environment

Key Terms:

SWOT AnalysisA study undertaken by a business to identify the strengths,

weaknesses, opportunities and threats of a business.
.

v competition?

r Why monitor you

o

NOTES:

[ P — anatyze your ok
OWN U segy
9=t afmens of
OO thair
YOI compettion Continue improving
R iy yourserr




1.3.1 Business Aims and Objectives

KEY TERMS:

Market Share: The proportion of sales in a market that are taken up by one
business

Profit: The amount of revenue left once the costs have been deducted
Social Objective: Likely to be non-financial, for example to reduce carbon
emissions

Aim: s a goal that the business wants to achieve

Objective: Tasks that a bus| ' meet an aim

The main goal (could be |
ong te 3
\L i ef‘::; that the busmess/ vgants to
G
—/Z252
SMART tasks that a business needs to carry out ‘ﬂd{; 4
to meetits aim w
(" ity o wa 4t sims s obectivest @@b ,.R/" T
= Focus for employees
= Planning
= Measurement of success
Financial objectives — targets expressed in money terms, i “Ma‘m
such as making a profit, earning income or building wealth. - -

Non-financial objectives — aims other than financial, why an :
individual runs their own business. Examples include personal
satisfaction, challenge and to help others.

McDonald:
= u

objectives?

Will all businesses have the same aims and

l

OXFAM|

m m b g s

Key Terms:
Income stream: The source of regular income that a business receives (this could be from customers or
investment).

Viable: Cable of working and succeeding

Revenue: The income that a business receives from sales

Fixed Costs: Costs that do not change

Variable Costs: Costs that change dependent on how many products or services a business sells
Income Statement: A financial statement showing the amount of money earnt and spent in a particular
period and the resulting profit or loss

Interest: A % ot an amount borrowed that is repaid in addition to the original amount

Break Even: The point in which a business’s costs and revenue are equal

Total costs
TC (total cost) = TFC (total fixed costs) + TVC (total variable costs)

Formul

Revenue
Revenue = price » quantity

E.g. "Customers

E.g. “Customers
within 10 miles of
the M25*

wanting a value E.g. ‘Customers

for money
impulse buy”

who prefer to buy
organic food"

« Rentand council tax

o Salaries
e Marketing,
e Insurance
e Interest repayments

o leased equipment char!

isi arch
for example advertising, market rese

A ‘x‘\‘\
G

ges

.

Raw materials and bought-in stocks and components
Wages based on hours worked or amount produ
Marketing costs based on sales e
Agent and other commissions

S

Wiy

]é\m,>,,‘,

PROFIT = TOTAL REVENUE - TOTAL COSTS




ts cont.

s, Costs and profi

- Formula

Net profit = gross profit - other operating expenses and interest

1.3.2 Business Revenue

Gross profit
Gross profit = sales revenue - cost of sales

Sales Costs Profit or loss?
£100,000 £75,000 £25,000 profit
£100,000 £125,000 (£25,000) loss
Note: negative figures are shown in brackets

i Total sales greater than total costs = PROFIT
Total sales less than total costs = LOSS
» Total sales = total costs = BREAK EVEN

If a business borrows money
from a bank they will be
charged interest. Interestis
calculated at the startof a
loan agreement and is
added on top of the loan
amount.

Break~even level of Ooutput

Costs / Revenues £(000)

Broak even point

- ——————

Number of Sales (000's)

- v o fpnd costs Total Costs e Syies Revenue

Using the contribution method
m* even W = M

(sales price — variable cost)
This will give you the number of units the business needs to produce and sell to break even

Break-even point in costs/revenue = break-even point in units x sales price
This formula can be used to calculate the revenue (or costs!) at the breakeven level of output

Interest on loans (%) = total repayment - borrowed amount x 100
borrowed amount

When revenue increases it js likely to have a

business if costs remain the s, Positive impact on the

When revenue decrea

ses it is likel
business unless costs ¥ to have a negative impact on the

decrease at the same time,
When costs increase the business

z will still ha
business also TSRS révanue y Ve to pay them, unless the

hen the profit of the business will become
quite often passed onto customers through a

on the business,
However, if Customers are

ecreased then they may expect so see that saving

Passed on to them in the form of lower prices




1.3.3 Cash and Cash Flow

Key Terms:
Credit: The amount of money that a financial institution or supplier will allow a business to
borrow

Qverheads: Fixed costs that come trom running and ottice which are not attected by the number
of specific products or services that are sold.

Positive cash flow: More money coming in than going out

Negative cash flow: More money going out than coming in

Insolvent: A business that is unable to pay its debts and owes more money that it is owed
Consumables: Items that get ‘used up’ such as pens, paper, staples

Opening balance: The amount of money in the business’s bank at the start of any period
Closing balance: The amount of money in the business’s bank at the end of the month

Cash flow forecast: An estimate of how much cash will come in to and leave the business over
the course of a year.

Net cash-flow = cash inflows — cash outflows for a given time period

Cash inflows Cash outflows

Cash sales Payment of overheads, wages and salaries

Receipts from trade customers Pay of suppliers, for le raw materials, inventories
Sale of spare assets Buying equipment

Investment of share capital Interest on bank loan or overdraft

What causes
The importance of cash tom problems?
business
The management of a business’s
cash flow is important. This is Low profits or
because a business must have (worse) losses
enough money in the bank to Over-investment
pay all the money it owes. Even it
if a business is making a profit, if In cap
it does not have enough cash or
:ani-leliable cash flow it can still Too much stock
Allowing
customers too
much credit
Overtrading
Seasonal demand
£'000 January February March April May June
Cash inflows 200 250 200 150 100 250
Cash outflows 250 300 300 100 250 150
Net cash-flow (50) (50) (100) 50 (150) 100
(cash inflows - cash outflows)
Opening balance 250 200 150 50 100 (50)
(some figure os the closing
balance for the previous month)
Closing balance 200 150 50 100 (50) 50
(net cash-flow + opening balance)

Personal funds invested Payment of dividends

Recelipt of bank loan Repayment of loans

Government grants Income tax, VAT and corporation tax




1.3.4 Sources of Finance

Key Terms:

Trade Credit: A credit arrangement that is offered to a business by its suppliers

Overdraft: A facility offered by a bank that allows an account holder to borrow more money at short notice
Credit Limit: The maximum a business can borrow with a company

Credit Period: The maximum amount of time a business can take to pay what it is owed

Retrospective Discount: A discount applied when a business has purchased a certain number of goods or
spent a certain amount of money with a supplier

Venture Capital: Money that is invested in a business sourced from individuals or groups (dragons den)

Return on Investment: The amount of money that an investor will get back in return for investing in a
business

Shareholders: Investors who are part-owners in a company

Share Capital: Money to invest in a business which is made from selling shares in the business

Credit Check: A check on the financial status of a business.

Security: When the lender asked the business owner to put up an asset to secure lending

Asset: An item of value (home, machinery, premises)

Guarantor: A names person who guarantees to pay repayment if the person who has the loan fails to pay
Retained Profil: Money that a business keeps rather than paying to share holders

Crowdfunding: A business obtains money from many people who each pay a small amount

Often the hardest part of starting a business is
raising the money to get going.

L ———
Questions to ask before bor

rowing

How much fing
When and for

What Security (if any) can pe
Are yoy Prepared

investment;

Provided?

to give up 5o
Me control (own
wnership) of the
start-

Up in return for

Whe!her "'DG Cost of the “”a”ce, 'Ol exal”p'e the l”te'est Chalged Is [ustl“ed:.
g

Sale of Assets

Long Term

Personal Savings

Long Term

Internal sources:
finance from within
the business.

External sources:
finance from outside
the business.

Retained Profit

Long Term

O

ki)
- . 3
® INTERNAL SOURCES
OF FINANCE

Venture Capital

Long Term

opO

S

Crowd Funding
Long Term

Share Capital EXTERN,y, SOURCES
Long Term o g & OF FINAN CE
° S
° o
(@) ° o
Overdraft
o Short Term

Trade Credit
Short Term
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1.41The Options for start-up Businesse

Limited Liability — The level of risk that is limited to the amount of money that has been invested into the
business

Assets — Property of the businesses or business owner, house, car, machinery

Incorporated — A business that is registered as a company, the business and the owners are separate in
the eyes of the law

Unlimited Liability — The level of risk goes beyond the amount invested, so the personal assets of the

pusiness owner can be used to pay off the businesses debts

Unincorporated — A business that is not recognised as a company so the owners and the business are the
same body in the eyes of the law

pole Trader — A type of unincorporated business that is owned by a single person.

Partnership — A business that is owned by a group of two or more people who share the risk, the decision

making and profits

Peed of partnership — A legal document that defines the terms and agreements of a partnership

Private limited company — An incorporated business that is owned by shareholders

Shareholders — Investors who are part-owners of a company, they invest in the business for a share of the

company

Franchise — When one business gives another business permission to trade using its name and products in

feturn for a fee and share of its profits

Franchisor — An established business that gives permission for an entrepreneur to trade using its name

and product

Franchisee — An entrepreneur who pays a fee to trade using the name and products of an established

business

Liability: the legal responsibility the businesses owner has to pay its debts.

‘ Limited and Unlimi
ted Liability ,

There is a legal

he business Unlimited Liability ~ There is no

legal difference between the
business and its owner

Limited Liability
difference between t
and its owner

Unlimited Liability means the owners can lose their personal
ions if their b has debts. Limited liability reduces the
risk as business debts will belong to the business, not the owner

Types of business ownership

Advantages

Disadvantages

Remember: LIMITED LIABILITY
is only a benefit to private (and

E Quick and easy to set up - the
business can atways be
transferred to a imited company
once launched

B Simple to run - owner has
complete control over decision-
making

B Decision-making is quick,
Impartant in changing, fast
moving markets with lots of
competition

@ Owner gots to keep all the profits

E Minimal paperwork

@ Full personal Kability i.e
“unlimited liability”

B Harder to raise finance - sole
traders often have limited funds of
their own and few assets against
which to raise loans

@B The business is the owner - the

business suffers if the owner

becomes ill, loses interest etc

Umited life as the business is the

owner ~ lack of continuity

Stressful — long hours, no division

of labour, no support with

decision-making

B ®

public) limited companies. Sole
traders and partnerships do not
benefit from this. They have
UNLIMITED LIABILITY. Thisis a
common area of confusion,
which needs revising carefully.

® Quite simple for two or more

people to form a business
together

@ Minimal paperwork once

Partnership Agreement set up

B Partners can provide specialist

@ Unlimited iability

Partners have to live with
decisions of others; a poor
decision by one partner damages
the interests of the other partners

@ Decisior-making can take longer,

knowledge and skills as disagreements can ocour
s
stressful than operating as a sole compary
trader Short life, as if one partner leaves
B Greater potential to raise finance or dies the partnership ends

compared 1o a sole trader, as each
partner provides investmaent
& Any losses will be shared

@ Profits have to be shared

1 Limited liabifity - protects the
personal wealth of the
shareholders

B Easier to raise finance as can sell
shares

B Stable form of structure — the
company continues to exist even
when shareholders change

& Original owners are likely to retain

control

B Shareholders have to agree about
how profits are distributed
Greater administrative costs than
setting up as a sole trader or
partnership

Finance limited to "friends and
family™

Less privacy - public disclosure of
company information, but not as
extreme as for a plc

[ Directors’ legal duties are stricter

Points to consider

emmp——

« Size of business.

« Type of Business

« Lender requirements
« Investment protection
« Control

L

[ Shar

Whiidh one of

[ Haslimited fiability
o h..mw'“'d

0 (xluldmcno:w*
chddn\wllollf*b“*'m

he folk jing is & characteristic

of a private imited company?




Franchislng

A franchisor grants a licence (the franchise) to another business (the franchisee) to
allow it to trade using the brand or business format.

1.4.2 Location

The franchisor helps with:

Location can depend on the type
of business

Training staff

Setting prices
Choosing suppliers
Setting wages
Determining uniform

Mmmawwmwpesglhduwy.wganmsﬂy

The brand and the customer base is Start-up fees can be expensive

already establiched
The franchisor has to be paid a F of the
There is a higher chance that the business | revenue
will be succesnsful
Little control and flexibility
Support and training is provided by the
franchisor Complicated application process

The impact of the internet on location

The internet has led to many changes in the business
world and has had a significant impact on location.

For some businesses they can trade solely online and
this means that they don’t need a fixed location, this

industry into three main categories:

Primary

Raw Materials lSocoMuy'

A business

if the busln::\;:’ﬂ’ﬂb“;; o:e :u;::lles of particular raw materials, costs will be loues
rthe i

Erown or where a distributor i b.:::ﬂm. for example where the raw material |

This factor tends to be
more i )
rather than businesses in the :f“o: ant for primary and manufac

ed staff
upply of skill
ess 103 nl:‘lb" sm locate in areas of “‘:‘; . don i e
Intensive ofte mployment, although dd' ’wm_ This will
Wage) o HEher “1CC e availabiiy of this tYP -y
business N t
the ':““ 7 pusinesses, but maY pe less significant _
keep important for alt by
alot of mach -

can significantly reduce costs which can be vital for
start-up businesses.

You don’t even need to have your own website, you can
piggyback onto a platform that is already provided such
as eBay or Notonthehighstreet.com

Government support in the form of grants, b loans, reduced tax burdens or Bu,
use of government owned bulldings may be available If you are settingup in a Exa
particular location, but

These “ d areas” are idered to be the poorer parts of the country and
may have less wealthy customers. In these areas there may be cheaper labour

1 your product is targeted at a particular type of customer, for example older-
aged people, then it is impoetant 1o be located where they live. Businesses may
lock at footfall and demograhics before choosing a location.

i you are producing » bulk-gaining product then it is mare sensible to locate dose
1 the market wis see selling 10 traniortation cen be hardes and more
OVPONE IO

This Is particularly Important for businesses In the tertlary sector, as they provide a

service.




DE
MARKETING
MIX

%

Changes to the marketing mix

*
[
| .

The elements of

A0

Changing Internet usage
the marketing mix eds
n must work customer ne * e-commerce
- together and trends

* m-commerce

Balancing the marketing mix

Price

Product

Changing a products price to undercut its competitors, businesses do have to be
careful that this does not end up in a price war.

Altering aspects of the product or bringing out a new product with a new feature, this
can achieve product differentiation

Promotion

Undertaking promotional activities to boost awareness of the brand to encourage
brand loyalty

Place

Changing the place or increasing the number of places in which the products are
available to customers in or der to maintain or increase market share. This could
include introducing an e-commerce site or m-commerce technology.

'a

The initial Business
Plan

The idea

1.4.4The Business Plan

ﬁ

“failing to
planis
planning to

4.

A simple plan of the proposed business and its location

Where the idea came from and why it is a good one

Objectives and key aims
for the business

Finance required and
sources of finance already
in place

Market overview

Business operations

Marketing mix

Cash-flow forecast

Sales, profit, growth, ideally for the next 3-4 years

How much from the owners of the business, how much to be
loaned over how long and from where

Results of market research, main segments, target market,
market size, growth, market share of main competitors.

Location of business, type of premises, staffing, distribution
methods

Description of the 4P’s

Forecast revenue, costs and profits. Important to ensure the
business does not run out of cash

The purpose of business plans

o Itprovidesa focus on the bus!
\t produces 3 docu
or research

it helps test the financial via
A business plan

i lanis e
A business P
Reviews current performance
i obje
Allows business <
o Allows departments of the busi

o Allows entrepreneur

iness ideas
ment that helps clarify thoug

. ne
iness entrepren=r
1t encourages the bus bility of the idea

will minimise the risk of failure

i hic
ides something WIIEH =
The plan provid <sential to raising fina

5 to update their curren

i m
overall it will help the pusiness

ini ation
hts and identify any 8aps in inform:

. : bout
ess is really 3

on what the busin

ur to focus

rmance
h can be used to measure actual perfo
ca : .
nce from outside providers

od ired
E modified if requires
cves IO e ess to produce their own plans,

uture,
t business strategy of plans for the f

ake informed decisions

Ris;



1.5.1 - Business Stakeholders

Stakeholder Definition - is anyone who has an interest in a business. This is
not about ownership, it is about being interested in how the business is run.
An example is bank who have leant money to the owner to start-up his/her
business— a bank do not own the business but they are interested in it as
they want to make sure they will have their money paid back.

Internal Stakeholders

Owners - The owner is the person (or persons) who started the business
with their own money. There main interest will be to ensure they receive a
financial return so they will aim to maximise profit.

Employees - they are interested in the business — they want to know if they
have job security so they can pay their own bills. They are also interested in
- if there are job promotion prospects.

Managers - They are interested in a business because they may get a
financial bonus if they reach targets they have been set

External Stakeholders

Suppliers - Suppliers are interested in the business because they want to
know if they will get paid for the goods and services they have provided.

Local Community - The local community are interested in the business
because it may pollute the environment, it may cause noise with lorries
loading. The local community may not want a well known large business to
open (e.g. a new Tesco store) as it may harm local business trade.

Government - The government are interested in the business because they
want to know that they will pay their taxes. The government also wants to
know that they will adhere to any laws that might apply e.g. Health and
safety at work Act. They will also want businesses to provide jobs to help
reduce unemployment, this means the government will spendiniless
money on benefits and can further invest in public services e.g. the NHS.

Shareholders - Shareholders are interested in a business because they
want to know if a profit will be made and if they will be paid a dividend. In *a
private limited company the shareholders may be friends and family of the
owners. In a public limited company the shareholders can be anyone.

1.5.1 - Business Stakeholders

Customers - customers are interested in the business because they want to
know they can get quality products and services at low prices. Customers
want products and services that satisfy their needs. Customers want to
know their favourite products will continue to be sold.

Pressure groups - A pressure group is interested in a business because they
want to know that they have acted ethically

How stakeholders impact business activity

can influence the success of an
organisation by their productivity and
efficiency in the tasks they do everyday.
They can also resort to industrial action
(strike) if they disagree with working
conditions, pay or company policies

Employees

=>

Suppliers can decide whether to raise prices for
orders which can obviously affect a firm's
profits. Also a supplier's reliability could

affect production.

=

Government

=

can influence a firm by introducing new
laws that can affect operations such as the
National Minimum Wage, or they can raise
Corporation Tax which would eat into a
firm's profits

can influence a business by deciding to
continue to purchase goods and services
from the organisation. They can choose to
take their custom elsewhere.

Customers

=

Local community

=

can influence a business by protesting
against the building of premises




1.5.1 - Business Stakeholders

Possible conflicts between stakeholder groups

Employees want higher wages but owners and shareholders don’t want to
pay higher wages, as this will raise costs and therefore impact profit.

Mangers want big bonuses but owners and shareholders don’t want to pay
them as this will impact costs and lower profits

Customers want low prices and high quality, but owners and shareholders
want high profit so want to charge high prices and quality costs so may also
have an impact on profit

Local communities want lower pollution levels, but owners and
shareholders want high profits and reducing pollution will raises costs and so
may lower profit

Suppliers want to get good prices for their goods and services, owners and
shareholders want high profits and want to keep their costs low

1.5.2 - Technology and business

How technology influences business activity

Sales - Use of technology can improve sales. Customers may be unhappy
with slow service in a shop — whereas shopping online is instant. Customers
get the convenience of shopping when they want — for shift workers this is a
huge bonus as the internet can sell goods 24/7 orders can be processed by
staff the next working day.

Costs - Using e-commerce and payment systems means that just about
anyone can start their own business online. All they need is a simple
website, a good product and a PayPal account. No need for premises like a
shop which reduces costs.

Marketing mix - Technology means that now marketing campaigns have
more speed, relevance and reach. If a business starts a marketing campaign
on TV it can back it up with social media and then use targeting to send out
e-mails.

1.5.2 - Technology and business

E-commerce - E-commerce is the business term for shopping on the
Internet. Selling via e-commerce is cheaper for business as less staff and
premises are needed. The shop can be open 24/7 and can reach a global
marketplace and orders can be processed by staff the next working day.

Social media - Businesses can now use social media campaigns to promaote
their products as part of their marketing strategy

Digital communication - Digital communication means communicating using

digital means such as: Text, E-mail, Mobile Phone, Skype. A business will use
this to communicate with their; customers, suppliers, government agencies

Payment Systems - Payment systems are a vital way of transferring funds
from customers to businesses, here are a few examples: Credit and debit
cards - for shopping, BACS - for wages or business to business, PayPal - for
items bought over the Internet e.g. eBay.

1.5.3—- Legislation and business

The purpose of legislation - The consumer rights Act - 2015
Goods must be:

1. As described - The goods supplied must match any description given
to you, or any models or samples shown to you at the time of
purchase.

2. Fit for purpese - The goods should be fit for the purpose they are
supplied for, as well as any specific purpose you made known to the
retailer before you agreed to buy the goods.

i Satisfactory quality - Goods shouldn't be faulty or damaged when you
receive them.

Principles of consumer law

If something’s gone wrong with an item a customer has bought, they may be
entitled to a refund, repair or replacement. It doesn't matter whether they
bought the item new or second hand — the consumer still has rights




1.5.3- Legislation and business
Principles of employment law: recruitment

The recruitment process involves; advertising, selecting, interviewing and
hiring the staff needed for the business.. The Equality Act 2010 makes sure
that there is no discrimination in this process on age, race, gender, religion
etc.

Principles of employment law: pay

NATIONAL MINIMUM WAGE or NATIONAL LIVNG WAGE (over 25's) is the
legal minimum that can be paid to workers in the UK

Principles of employment law: health and safety

All workers have a right to work in places where risks to their health and
safety are properly controlled. Health and safety is about stopping you
getting hurt at work or ill through work. The employer is responsible for
health and safety, but the employees must help.

The impact of legislation on businesses

A small business will have to meet all of the consumer, employment and
recruitment laws. This may mean additional costs in training staff, protection
equipment for staff, costs of paying NWM. Higher costs have an impact on
the profit of the business. This could mean a business is pressured to
increase their prices which could make them uncompetitive.

Consequences of not meeting these obligations

Failure to comply with these requirements can have serious consequences —
for both organisations and individuals. Consequences include fines,
imprisonment and disqualification

1.5.4 - The Economy and business

Changing levels of consumer income - As consumer incomes rise, they
choose to buy better products — luxuries. As consumer incomes fall, they will
need to buy cheaper products — inferior products

Unemployment - If unemployment rises people have no jobs, this means
that they have low incomes. This also means that they have little disposable
income — which is what is left after all the bills have been paid. No
disposable income means no luxuries, this means that business make less
sales and as result may have to lower their selling prices and reduce their
workforce (which will further increase unemployment) in order to reduce
their costs.

Inflation - If the UK inflation rate goes up consumers will feel poorer as their
earned £££ will not go as far because goods have risen in price. This means
that potential customers will not be able to buy as many goods. Also anie
increase in inflation will likely increase costs as they will be paying more for
their supplies as a result reducing profits. Inflation is a problem, if food
keeps going up in price and wages don’t then soon consumers will feel
poorer and not be able to afford to buy as much. If prices are stable then
consumers and business have a rough idea of how much items cost.

Interest rates - Interest rates are the cost of borrowing money. If consumers
can borrow they can buy; clothes, cars, washing machines, houses, caravans,
holidays, and just about everything else. If the cost of borrowing goes up
then consumers decide to save instead of spend. If interest rates rise then
the cost of borrowing will rise and this will mean that the cost of supplies for
a business may increase. *A fall in interest rates means that the cost of
servicing debt falls which may lead to an increase in profits (costs less to
borrow so less to pay back).

Tax - Government charges business with a range of taxes. Corporation tax of
20% on profits must be paid by any UK limited company. Tax is a cost of the
business and so will have an impact on profit. Income tax - An Increase
personal allowance means you can earn more before you pay tax, this
means this money could be spent on businesses goods and services.
An increase in income tax could mean customers have less disposable
income to spend on businesses goods and services.

Exchange rates - exchange rate is the price of one currency in exchange
for another. Currencies can change in value and this is due to the demand
and supply of a currency. What impact will a change in exchange rates have
on the cost of supplies? It depends if they were purchased from abroad. If
our pound increased against another currency this will make imported
supplies cheaper e.g. cheese from France:




