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Get the most from this book


Everyone has to decide his or her own revision strategy, but it is essential to review your work, learn it and test your understanding. These Revision Notes will help you to do that in a planned way, topic by topic. Use this book as the cornerstone of your revision and don’t hesitate to write in it: personalise your notes and check your progress by ticking off each section as you revise.


Track your progress


Use the revision planner on pages iv to v to plan your revision, topic by topic. Make a note when you have:





•  revised and understood a topic



•  tested yourself



•  practised the exam questions and checked your answers.





You can also keep track of your revision by noting each topic heading in the book. You may find it helpful to add your own notes as you work through each topic.


Features to help you succeed
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Exam tips


Expert tips are given throughout the book to help you polish your exam technique in order to maximise your chances in the exam.
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Typical mistakes


The authors identify some typical mistakes candidates make and explain how you can avoid them.
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Now test yourself


These short, knowledge-based questions provide the first step in testing your learning. Answers are at the back of the book.
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Definitions and key terms


Clear, concise definitions of essential key terms are provided where they first appear in the text.
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Revision activities


These activities will help you to understand each topic in an interactive way.
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Exam practice


Practice exam questions are provided for each learning outcome. Use them to consolidate your revision and practise your exam skills.


[image: ]







[image: ]


Online


Go online to try the extra quick quizzes at www.hoddereducation.co.uk/myrevisionnotes
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My revision planner


Unit 01 Introduction to business and enterprise


LO1 Entrepreneurship, business organisation and the importance of stakeholders


1.1 Entrepreneur


1.1.1 Being an entrepreneur


1.1.2 Entrepreneurial characteristics and skills


1.2 Business aims and objectives


1.2.1 Financial aims and objectives


1.2.2 Non-financial aims and objectives


1.3 Structures


1.3.1 Legal structures


1.3.2 Organisational structures


1.3.3 Restructuring


1.4 Stakeholder engagement


1.4.1 Internal stakeholders


1.4.2 External stakeholders


1.4.3 Stakeholder engagement


LO2 The marketing mix, market research, market types and orientation types


2.1 Marketing mix


2.1.1 Product types


2.1.2 Product lifecycle


2.1.3 The Boston Matrix


2.1.4 Place


2.1.5 Price


2.1.6 Promotion


2.2 Market research and markets


2.2.1 Data types


2.2.2 Primary research


2.2.3 Secondary research


2.2.4 Market types


2.2.5 Orientation types


LO3 Operations management


3.1 Operations management


3.1.1 Outsourcing


3.1.2 Lean production


3.1.3 Maintaining and improving quality


3.1.4 Production methods


LO4 Internal influences on business


4.1 Customer service


4.1.1 Customer service


4.1.2 Customer service measurements


4.1.3 How customer service is measured


4.2 Internal influences


4.3 Internal challenges of growth


LO5 External influences on business


5.1 External influences


5.2 External challenges of growth


Success in the examination


Sample examination questions


Now test yourself answers


Exam practice answers


Glossary





Countdown to my exam
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6–8 weeks to go





•  Start by looking at the specification — make sure you know exactly what material you need to revise and the style of the examination.



•  Use the revision planner on pages iv and v to familiarise yourself with the topics. Organise your notes, making sure you have covered everything on the specification. The revision planner will help you to group your notes into topics.



•  Work out a realistic revision plan that will allow you time for relaxation. Set aside days and times for all the subjects that you need to study, and stick to your timetable.



•  Set yourself sensible targets. Break your revision down into focused sessions of around 40 minutes, divided by breaks. These Revision Notes organise the basic facts into short, memorable sections to make revising easier.
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2–6 weeks to go





•  Read through the relevant sections of this book and refer to the exam tips, typical mistakes and key terms. Tick off the topics as you feel confident about them. Highlight those topics you find difficult and look at them again in detail.



•  Test your understanding of each topic by working through the ‘Now test yourself’ questions in the book. Look up the answers at the back of the book.



•  Make a note of any problem areas as you revise, and ask your teacher to go over these in class.



•  Look at past papers. They are one of the best ways to revise and practise your exam skills. Write or prepare planned answers to the exam practice questions provided in this book. Check your answers at the back of the book and try out the extra quick quizzes at www.hoddereducation.co.uk/myrevisionnotes




•  Use the revision activities to try out different revision methods. For example, you can make notes using mind maps, spider diagrams or flash cards.



•  Track your progress using the revision planner and give yourself a reward when you have achieved your target.
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One week to go





•  Try to fit in at least one more timed practice of an entire past paper and seek feedback from your teacher, comparing your work closely with the mark scheme.



•  Check the revision planner to make sure you haven’t missed out any topics. Brush up on any areas of difficulty by talking them over with a friend or getting help from your teacher.



•  Attend any revision classes put on by your teacher. Remember, he or she is an expert at preparing people for examinations.
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The day before the examination





•  Flick through these Revision Notes for useful reminders, for example the exam tips, typical mistakes and key terms.



•  Check the time and place of your examination.



•  Make sure you have everything you need — extra pens and pencils, tissues, a watch, bottled water, sweets.



•  Allow some time to relax and have an early night to ensure you are fresh and alert for the examination.
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My exam


Date: …………


Time: …………


Location: …………
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LO1 Entrepreneurship, business organisation and the importance of stakeholders



1.1 Entrepreneur


1.1.1 Being an entrepreneur


What is an entrepreneur?


Being an entrepreneur is a skill. Mention the word entrepreneur, and people often think of high-profile personalities such as Sir Richard Branson, Lord Alan Sugar, Peter Jones, Sir James Dyson and Jenny Campbell.
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Key term


Entrepreneur: A risk-taker who sets up a business or businesses with the aim of making large amounts of profit.
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Entrepreneurs are individuals who spot a gap in a market, develop a business idea and are willing to take risks in order to make their idea a reality.


Although profit is the main driver for going into business and taking large risks, there are other key reasons why individuals decide to set up in business.
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Figure 1.1 Reasons why individuals decide to set up in business





Entrepreneurial motivators


Entrepreneurs are individuals who are usually highly motivated to succeed. There are three key motivators that drive an entrepreneur:





•  financial



•  personal



•  social.









	Table 1.1 Key motivators for an entrepreneur







	Financial

	Entrepreneurs want to make a profit.




•  They often try to do this by selling products and services to consumers successfully over a long period of time.



•  Some will set up a successful business and then sell off the idea.



•  Other entrepreneurs will invest money in other businesses with the hope of profiting from its success. This is the model used on the TV series Dragons’ Den.












	Personal

	Profit is not always the main motivator. Personal reasons can motivate individuals to work hard in order to succeed. For example, they may want to:




•  link their business to their hobbies and interests



•  achieve a good work–life balance by choosing their working hours and location



•  be their own boss.











	Social

	Some individuals have strong beliefs about social aspects of life and are motivated to set up in business to:




•  provide goods or services for their local area



•  prevent food waste.












1.1.2 Entrepreneurial characteristics and skills


To be an entrepreneur you must be enthusiastic, willing to take risks and have the ability to invent and innovate. It is essential to have the time, commitment, resources and funding to make your vision become a reality.
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Key terms


Invention: The creation or design of new items that people want to buy.


Innovation: Introducing new ideas or solutions to existing methods in the marketplace.
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Figure 1.2 Key entrepreneurial characteristics and skills








•  Confidence – the ability to show certainty when presenting ideas.



•  Motivation – passionate about their ideas so they want to work hard.



•  Determination – willing to make decisions and push to succeed.



•  Results-focused – be certain of the end goal.



•  Initiative – able to think ‘outside of the box’ and try things before other people.



•  Decision-making ability – able to make important and often difficult decisions.



•  Analytical ability – able to collect, gather and review a wide range of information.
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Typical mistake


Thinking that entrepreneurs only run massive organisations and always make millions of pounds of profit. An individual who sets up a small corner shop to provide goods and services to a remote village is also an entrepreneur.
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Exam tip


Make sure you learn the key terms and have a range of practical examples to support the concepts you are going to use in your answers.
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Now test yourself





1  Define the term ‘entrepreneur’.


(2 marks)



2  Explain three key characteristics or skills of an entrepreneur.


(6 marks)



3  State three reasons why an individual may set up a new business organisation.


(3 marks)
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1.2 Business aims and objectives


1.2.1 Financial aims and objectives


Types of costs


Costs are expenses that business organisations incur when producing and selling their different products and services.






	Table 1.2 Different ways of categorising business costs







	Type of cost

	Description

	Examples






	
Fixed costs
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	Costs that remain unchanged when the output of a business changes.

The rental costs of a factory during a given period will not change whether the factory makes 10 items, 100 items or is closed, so this is a fixed cost.



	




•  Rent



•  Loan repayments



•  Advertising



•  Insurance (such as for the building and the building contents)



•  Salaries



•  Utilities (electricity, water supply, internet)











	Stepped costs

[image: ]



	Fixed costs will likely increase when a business is working at full capacity.

This increase is called a stepped cost.



	




•  Rent – extra premises (if a factory requires extra space to produce and store its goods, the rental costs will increase)



•  Insurance (of the building and the building contents when additional premises are needed)











	
Variable costs
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	Costs that vary directly with the level of output.

This means that the costs will be totally dependent on the level of output.



	




•  Stock (inventory)



•  Raw materials



•  Components



•  Packaging costs











	
Total costs
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	Total costs are calculated by adding together all of the business costs for any particular level of output.

	(If no items are sold, then the total costs would just consist of fixed costs.)
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Key terms


Fixed costs: These are business-related costs that must be paid by the company, such as rent. Fixed costs are not related to the output or sales of products and services made by the business.


Variable costs: These costs will vary directly as they are dependent on the level of output, such as the raw materials to make a product.


Total costs: These are calculated by adding together all the business organisation’s costs.


[image: ]





Important formulae


Total variable costs can be calculated as:


Total variable costs = variable costs per unit × output level


Total costs can be calculated as:


Total costs = fixed costs + variable costs


Semi-variable costs


Not all costs can be categorised as either fixed or variable. In such situations, organisations may categorise some costs as semi-variable costs.
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Key term


Semi-variable costs: Costs that cannot be categorised as either fixed or variable because they have elements of both.
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For example, a clothing factory may have a telephone line that has a fixed line charge per month (a fixed cost), but they may also pay for each of the telephone calls the company makes, which will vary from day to day (a variable cost).


Depending on the scenario, items such as salaries and utilities can be classified as fixed or variable costs. For example, the salary of a salesperson may have two components: a regular fixed salary and a proportion paid based on the number of sales made (commission). This could be viewed as both a fixed cost and a variable cost. However, for this qualification, items such as salaries and utilities are to be categorised as fixed costs.
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Typical mistake


Stating that fixed costs never change.


Remember that fixed costs will not always remain constant – for example, employees’ salaries and electricity costs may go up. However, costs relating to the level of output will be fixed.
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For this qualification, wages are classified as variable costs as these usually change depending on the amount of work completed by the employee.
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Worked example


Turf Football Supplies sells football kits to junior football teams.


The owner has provided the following information:


At an output level of 100 football kits, fixed costs total £6000 and variable costs total £1000.





1  Calculate total costs for an output of 100 football kits.



Total costs = fixed costs + variable costs


= £6000 + £1000


= £7000



2  Calculate the variable costs for one football kit.



Total variable costs = variable costs per unit × output level


Variable costs per unit = total variable costs ÷ output level


= £1000 ÷ 100


= £10



3  Calculate total costs if output increased to 150 football kits.



Total costs = fixed costs + variable costs


= £6000 + (£10 × 150)


= £6000 + £1500


= £7500
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The fixed costs remain the same at any level of output but the variable costs will increase directly with the increase in output.
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4  Calculate total costs if output decreased to 50 football kits.



Total costs = fixed costs + variable costs


= £6000 + (£10 × 50)


= £6000 + £500


= £6500
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The fixed costs remain the same at any level of output but the variable costs will decrease directly with the decrease in output.
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Revision activity


Prepare a set of domino cards. These need to contain the types of costs and the various examples.


Once prepared, work in pairs to play dominoes matching the examples to the types of costs.
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Now test yourself





1  Identify three fixed costs for a supermarket.


(3 marks)



2  Identify three variable costs for a local bakery and cake shop.


(3 marks)



3  Explain the meaning of the term ‘stepped costs’.


(2 marks)



4  Explain how to calculate total costs.


(2 marks)
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Increasing revenue


Revenue is the amount of money that a business earns from selling its goods or providing its services.
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