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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. When you revise, be active. Use a pen. Most people do not remember everything simply by reading. Make notes, use key words and lists, draw diagrams and pictures and use Post-it notes – whatever works for you.


These Revision Notes will help you to revise 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. The book has been written so that, whenever possible, a single page covers one bullet point from one topic in the specification. Learning points are summarised using diagrams or tables or short texts. You are advised to work through each page in order.


Track your progress


Use the revision planner on pages 4–5 to plan your revision, topic by topic. Make a note when you have revised it, tested it using the Now test yourself feature and the online answers and when you have ticked off all the ‘I can’ tasks in the topic checklist.


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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Key terms


Clear, concise definitions of essential key terms are provided where they first appear. Learn these terms.
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Now test yourself


Questions, both multiple choice and case study questions, are given throughout the book. Practise answering these. For case study questions, you can write bullet points or a full answer.
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‘I can’ checklist


Read through the ‘I can’ statements. Only tick each item you are confident with. Unticked items will guide your further revision.
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Online


Go online to check your answers to the Now test yourself questions at www.hoddereducation.co.uk/myrevisionnotesdownloads


Remember that there is often more than one possible answer for a question.
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My revision planner


1  Business activity


1.1 Role of business enterprise and entrepreneurship


1.2 Business planning


1.3 Business ownership


1.4 Business aims and objectives


1.5 Stakeholders in business


1.6 Business growth


2  Marketing


2.1 Role of marketing


2.2 Market research


2.3 Market segmentation


2.4 The marketing mix


3  People


3.1 Role of human resources


3.2 Organisational structures and different ways of working


3.3 Communication in business


3.4 Recruitment and selection


3.5 Motivation and retention


3.6 Training and development


3.7 Employment law


4  Operations


4.1 Production processes


4.2 Quality of goods and services


4.3 Sales process and customer service


4.4 Consumer law


4.5 Business location


4.6 Working with suppliers


5  Finance


5.1 Role of the finance function


5.2 Sources of finance


5.3 Revenue, costs and profits


5.4 Break-even


5.5 Cash and cash flow


6  Influences on business


6.1 Ethical and environmental considerations


6.2 The economic climate


6.3 Globalisation


7  The interdependent nature of business


Glossary


Now test yourself answers at www.hoddereducation.co.uk/myrevisionnotesdownloads





Countdown to my exams
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10–3 weeks before the examination – Revision 1





•  Be active when revising – make notes, summarise key words, draw diagrams.



•  Answer the ‘Now test yourself’ questions and compare with online answers.



•  Read the ‘Exam tips’ and tick off the ‘I can checklist’.



•  After each page has been revised, record your progress in the ‘My revision planner’ on pages 4–5.



•  Aim to cover one section of the specification each week. You are advised to study the sections in order. Once you have covered Sections 1 to 3, you will have learnt all you need to know for the first examination – Business 1. Test yourself by looking at the specimen paper for Business 1. The papers and mark schemes are available from the OCR website (www.ocr.org.uk). Business 2 covers Sections 4 to 7, so use a similar approach for these topics.



•  Remember to include any revision classes put on by your teacher in your plan. Your teacher will be a great help in preparing you to answer questions in the examination.
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2–1 week before the examination – Revision 2





•  Use the ‘My revision planner’ page for Revision 2. Focus on those areas where you were not confident enough to tick the ‘I can’ statements.



•  Revise Sections 1 to 3 in the first week and Sections 4 to 7 in the second week. Test yourself using a different past paper and mark scheme.
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Final week





•  Look at one more Business 1 paper and one more Business 2 paper or questions from the Hodder textbook OCR GCSE (9–1) Business.



•  Revise again those areas you do not feel totally confident about.
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The day before the examination





•  Check the time and place of your examination.



•  Make sure you have everything you will need – a pen and a couple of spares, pencil, rubber, ruler, watch, tissues, a bottle of water and maybe some sweets.



•  Have one last look over any area of the specification that you are still not totally confident about.



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





•  Read the questions and the case studies carefully – twice is a good idea. Make sure you know what the questions are asking you to do.



•  Divide your time up. A useful guide is 15 minutes for the 15 multiple choice questions and 25 minutes for each of the case study questions.



•  Make sure you answer ALL the questions – you will throw marks away if you do not provide any answer, even if you are not confident about what you have written, you have some chance of picking up some marks.



•  Don’t panic. If you have done your revision, you should be able to answer every question. Think about the type of questions, for example, if it is an evaluation question, think about the evaluation strategies you have learnt.
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My exams


Business 1


Date:....................


Time:....................


Location:....................


Business 2


Date:....................


Time:....................


Location:....................
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1 Business activity



1.1 Role of business enterprise and entrepreneurship


Purpose of business enterprise and entrepreneurship


Figure 1.1 shows the three main purposes of business enterprise and entrepreneurship. An entrepreneur may see an existing product and spot an opportunity to develop and improve it.
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Now test yourself


The entrepreneurs that developed Spotify saw an opportunity: ICT could be used to sell and deliver music, podcasts and video streaming. The consumer can buy the product online in the comfort of their own home and receive immediate delivery. The entrepreneurs worked with record labels and independent musicians to sell their music in return for a royalty. They then put in place the technology to enable this to work, such as the software to be able to stream the content to buyers and to take payment from them. Spotify sells directly to the consumer and so distribution costs as well as the cost of managing shops is saved. Spotify customers say the service is much better than going to shops to buy music.


Analyse two ways in which Spotify satisfies consumer needs.


[6]
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Exam tip


When answering ‘analyse’ questions, always apply your answer to the business in the case study. For example, when answering the ‘Now test yourself’ about satisfying customer needs, stress that Spotify has met the need by offering a faster service at a lower cost. Explain why Spotify has been able to do this.
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I can …





•  State three purposes of business enterprise and entrepreneurs.



•  Analyse examples of businesses spotting opportunities and developing ideas.
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Characteristics of an entrepreneur


‘Characteristics’ refers to the qualities, skills or abilities that a person must have to be a successful entrepreneur. There are four main characteristics of entrepreneurs, as shown in Figure 1.2.
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Exam tip


In the examination carefully read the case study. Think about how the information in it matches what you have learnt and revised; in this case, how the characteristics of entrepreneurs were demonstrated by James Dyson. Then explain how these characteristics helped him to make a success of his business.
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I can …





•  State and explain four characteristics that an entrepreneur should have.



•  Analyse the characteristics of an entrepreneur in the context of a case study.
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Now test yourself


Frustrated by a poor-quality vacuum cleaner which he used in his home, James Dyson created the idea of the bagless vacuum cleaner. Dyson gave up his paid job and used his savings while he worked in his garage to produce something better. Showing great determination, he tried out of over 500 different designs, believing that, in the end, he would be successful. During this time, his wife worked as a teacher to support them. Dyson then risked his money to start up a business producing and selling the vacuum cleaners.


Analyse two characteristics of an entrepreneur that helped James Dyson to succeed when starting up his business.


[6]
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Risks and rewards of being an entrepreneur


Entrepreneurs hope for rewards when they go into business, but they are taking risks by doing this. These are summarised in Table 1.1.




Table 1.1 Risks and rewards of entrepreneurship






	 

	Risks

	Rewards






	Financial

	


•  If the business does not succeed, the risk of losing savings (and other assets) to pay off debts.




	


•  The potential to make a lot of money.









	Non-financial

	


•  Health – the strain of running a business can cause mental and physical illness.




	


•  Independence – being in control of what you do; not being told what to do by others.



•  Self-satisfaction – feeling good because the business is a success.



•  Making a difference – improving the lives of customers; providing socially responsible goods and services.
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Now test yourself





1  Which of the following is not a risk of being an entrepreneur?


[1]







    (a)  Making a loss


    (b)  Feeling satisfied about making a success of starting a business


    (c)  Experiencing poor health


    (d)  Suffering from strained relationships with friends and family








2  Amelia Prendergast bought a small newsagent shop using her own savings and a loan from a bank. She had been fed up in her office work as an accounts clerk and wanted to run her own business. She really struggled having to get up at 5 a.m. each day, sorting the papers in to ‘rounds’ for the paper boys and girls to deliver and then working in the shop all day until she closed at 6 p.m. After three months, exhausted and stressed, Amelia put the shop up for sale. However, in the time that she ran the business, she had increased the number of customers and the revenue the shop earned. Amelia sold the business for more than she had paid for it.


Evaluate the risks and rewards to Amelia of being an entrepreneur.


[9]
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I can …





•  State two risks that entrepreneurs may take.



•  State four rewards that entrepreneurs may receive.



•  Evaluate whether an entrepreneur is receiving sufficient reward for the risks he or she is taking.
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Exam tip


When evaluating the risks and rewards of being an entrepreneur, write about the rewards the person has gained as well as the risks they have faced and what it has cost them. Remember to use the evidence in the case study so that you are applying your learning. Always make a judgement – have the risks and rewards been worthwhile or not? Sometimes you may want to suggest further information that would help you make your conclusion.
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1.2 Business planning


Purpose of planning business activity


A business must plan its activities to:





•  reduce the risk of failure – for example, it must think about the prices and goods competitors offer



•  be as successful as possible – for example, decide the kind of people it needs to run the business and how to market its product as effectively as possible.





Figure 1.3 shows the steps involved in developing a business idea.
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I can …





•  Explain the main purposes of a business plan.
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Now test yourself


A case study was produced by www.englandgolf.org. The focus of the study was Dunning Golf Club, which had produced a plan about how it should increase its membership and profitability. The plan included the following:





•  improving the golf course



•  offering more benefits to paid-up members (such as subsidised lessons)



•  using outside caterers to ensure better and cheaper catering



•  more clearly stated priorities for the future and how these would be financed.





Explain the purpose of writing a business plan, such as that produced by Dunning Golf Club.


[4]
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Role, importance and usefulness of a business plan


A business plan explains how a business intends to achieve its objectives. It may be written before the business starts, or when planning a major change to the way an existing business operates.


A good business plan will cover all the objectives shown in Figure 1.4. It will also make these objectives SMART:





•  Specific – clearly stating what is to be achieved.



•  Measureable – stating how to measure the success of the plan using, for example, sales or profits.



•  Achievable – the targets are possible for the business to achieve.



•  Realistic – the targets are appropriate for the business.



•  Timely – the plan includes a deadline for achieving the targets.
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Exam tip


When evaluating a business plan, write about what it contains and what other information might be useful. Does it cover all four areas identified in the business plan diagram? Is it SMART – does it give measureable and timed targets?
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I can …





•  Explain the main purposes of a business plan



•  Evaluate a business plan.
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Now test yourself





1  A business plan is useful because it will:


[1]







    (a)  make sure a business cannot fail.


    (b)  help competitors to improve.


    (c)  identify the resources that a business needs to succeed


    (d)  reduce the costs of running the business.








2  Using the information provided on page 10, evaluate the Dunning Golf Club business plan.


[9]
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1.3 Business ownership


Features of different types of business ownership


When a business becomes incorporated, it has a separate and distinct legal entity that is independent of the business owners. Sole traders and partnerships are not incorporated, while private limited companies and public limited companies are incorporated, which means they have limited liability (see next section).


The main features of the different types of business ownership are shown in Table 1.2, together with their advantages (✓) and disadvantages (✗).
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Now test yourself





1  Which of the following is a feature of a public limited company?


[1]







    (a)  The business does not need to publish its business information.


    (b)  The owners have limited liability.


    (c)  The owners draw up a deed of partnership when the business is created.


    (d)  The business cannot sell shares to raise extra finance.








2  Aaron Albright started a sole trader business manufacturing and fitting sun blinds. He began by selling the sun blinds to home owners. However, the business has grown and he now sells to business customers as well as fitting blinds in shops and offices. Aaron needs to produce more blinds to meet demand. He wants to move production to a larger factory than he currently uses but will need a big investment to do this. Aaron is working long hours and is worried about coping with a bigger business. He is considering taking on a partner who will contribute some money to finance the investment.


Evaluate the advantages and disadvantages to Aaron of taking on a partner.


[9]
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I can …





•  State who owns the different types of businesses.



•  State the advantages of different types of businesses.



•  State the disadvantages of different types of businesses.



•  Evaluate the benefits of changing the type of business ownership.
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Exam tip


Questions which ask you to state and explain the advantages and disadvantages or the suitability of different types of businesses are very common.
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Concept of limited liability


When we talk about business liability, we are referring to the responsibility of the business’ owners for debts incurred by the business. The owners of an unincorporated business, such as sole traders and partners, have unlimited liability – in other words, they are responsible for all the debts of the business. Shareholders who own private limited or public limited companies benefit from limited liability. The table below summarises the differences between limited and unlimited liability.





Table 1.3 Comparison of limited and unlimited liability






	Issue

	Limited liability

	Unlimited liability






	Effect on owner

	


•  The shareholders who own the company do not have to use their own savings or other private possessions to pay off the debts of the company if the business fails.




	


•  The owners must pay back all the debts of the business they own.



•  If the business goes bankrupt, the owners must sell any assets the business has.



•  If this sale does not raise enough to pay off the debts, the owner(s) can be ordered to use their savings or sell private possessions to raise the money needed to pay off the debts.









	Effect on business

	


•  It helps businesses to start up and raise extra finance to expand because people are prepared to invest, knowing that they are not risking all their personal possessions.




	


•  People may be discouraged from setting up a business because of the risk to their savings and other personal assets.



•  This can limit the creation and expansion of sole trader and partnership businesses.









	Other impacts

	


•  Forming a business as a limited company can be complicated because various legal documents need to be prepared and sent to the Registrar of Companies.




	


•  It is easier to start up as a sole trader or partnership because legal documents do not have to be sent to the Registrar of Companies.















[image: ]


Now test yourself





1  Which statement about limited liability is false?


[1]







    (a)  The owner of a business who has limited liability cannot be ordered to sell private possessions to pay off debts if the business fails.


    (b)  The owner of a sole trader business has limited liability.


    (c)  Limited liability encourages people to invest in a business because it reduces their risk.


    (d)  The shareholders in private limited companies benefit from limited liability.








2  Dan Wynne and Barbara Tennyson run a road haulage business. They have a fleet of refrigerated lorries which they use for delivering frozen foods for their customers. They began the business with one lorry which they paid for with their savings. Dan and Barbara expanded the business by buying a further seven lorries, which they paid for mainly with loans from the bank. They also have an overdraft on their bank account. Dan and Barbara started the business as a partnership but changed it to a private limited company when they expanded.


Analyse the benefit to Dan and Barbara of changing their business to a private limited company.


[6]
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Exam tip


Liability is about risk. Whether liability is limited or unlimited is a key point to stress in answers to questions about different types of businesses.
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I can …





•  Explain what limited liability means.



•  Explain what unlimited liability means.



•  Analyse why limited liability is important for businesses.



•  Analyse why unlimited liability is important for businesses.
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Suitability of different types of ownership in different business contexts


The most appropriate type of ownership for a business will depend on the needs of that particular business. A start-up business and an established business will have very different finance requirements and their type of ownership – sole trader, partnership, private or public limited company – will reflect that. Figure 1.5 summarises the main points about the suitability of different types of businesses.
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Now test yourself


In 1884, Michael Marks borrowed a small sum of money from a friend to start up a market stall business selling a range of cheap goods for a penny per item. By 1894, he wanted to open a permanent market stall selling a wider range of goods. Thomas Spencer, an experienced book-keeper with many business contacts and his own savings, became a partner in 1894. Marks & Spencer opened more and more shops and the business became a public limited company in 1926. Today Marks & Spencer has over 850 shops in more than 10 countries.


Evaluate how the different types of business ownership helped Marks & Spencer to develop.


[9]
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Exam tip


Think about the needs of the business owners with regard to finance, risk, skills and level of control of the business – and then decide which type of business ownership would most appropriately meet these needs.
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I can …





•  State and explain the different needs of start-up and established businesses.



•  Evaluate the type of business ownership required to meet the needs of a business.
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1.4 Business aims and objectives


Aims and objectives of business


Figure 1.6 summarises the different business objectives.
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Now test yourself





1  Which of these statements is not a business objective?


[1]







    (a)  A business seeks to maximise the profit it makes.


    (b)  A business wishes to increase its sales.


    (c)  A business cuts the wages of its workers.


    (d)  A business wants to gain a good reputation by providing a good service.








2  In the table below, match the business objective with the description of the case study business.









	Business objective

	Description






	1 Survival

	a) E.ON, the energy company, has raised its prices even though costs have not risen.






	2 Profit

	b) Abdul has just opened a coffee shop in a small town where there are already four other coffee shops. He needs to establish the business in this competitive market by gaining sufficient customers to help it to stay in business in the longer term.






	3 Growth

	c) The Co-Operative supermarket chain aims to act responsibly and respectfully to its customers.






	4 Providing a service

	d) American business, Post Holdings, has bought the Weetabix brand from owners, China Bright Food.
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Exam tip


Remember to apply your understanding of business objectives when you are asked to write about the objectives of a particular business in a case study.
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I can …





•  State and explain and apply the main objectives of businesses.
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How and why objectives might change as businesses evolve


As businesses evolve they will have different objectives because:
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(shareholders)
have and benefit
from limited
liability.

Workload

v The owner
makes all the
decisions but may
have to work long
hours.

XThe work is shared
between the owners, but
the fewer the partners,
the greater the workload
of each.

X Managers are
employed to make
decisions.

X Managers are
employed to make
decisions.
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