


[image: image]













NCFE Level 1/2 Technical Award in Business and Enterprise, Second Edition Boost eBook


Boost eBooks are interactive, accessible and flexible. They use the latest research and technology to provide the very best experience for students and teachers.


●Personalise. Easily navigate the eBook with search, zoom and an image gallery. Make it your own with notes, bookmarks and highlights.


●Revise. Select key facts and definitions in the text and save them as flash cards for revision.


●Listen. Use text-to-speech to make the content more accessible to students and to improve comprehension and pronunciation.


●Switch. Seamlessly move between the printed view for front-of-class teaching and the interactive view for independent study.


●Download. Access the eBook offline on any device – in school, at home or on the move – with the Boost eBooks app (available on Android and iOS).


To subscribe or register for a free trial, visit
https://www.hoddereducation.co.uk/ncfe-business-enterprise-ebook















[image: image]












This resource has been endorsed by national awarding organisation, NCFE. This means that NCFE has reviewed them and agreed that they meet the necessary endorsement criteria.


Whilst NCFE has exercised reasonable care and skill in endorsing this resource, we make no representation, express or implied, with regard to the continued accuracy of the information contained in this resource. NCFE does not accept any legal responsibility or liability for any errors or omissions from the resource or the consequences thereof.


Although every effort has been made to ensure that website addresses are correct at time of going to press, Hodder Education cannot be held responsible for the content of any website mentioned in this book. It is sometimes possible to find a relocated web page by typing in the address of the home page for a website in the URL window of your browser.


Hachette UK’s policy is to use papers that are natural, renewable and recyclable products and made from wood grown in well-managed forests and other controlled sources. The logging and manufacturing processes are expected to conform to the environmental regulations of the country of origin.


Orders: please contact Hachette UK Distribution, Hely Hutchinson Centre, Milton Road, Didcot, Oxfordshire, OX11 7HH. Telephone: +44 (0)1235 827827. Email education@hachette.co.uk Lines are open from 9 a.m. to 5 p.m., Monday to Friday. You can also order through our website: www.hoddereducation.co.uk


ISBN: 978 1 3983 6881 1
eISBN: 978 1 3983 6869 9


© Tess Bayley and Leanna Oliver 2022


First published in 2019.


This edition published in 2022 by
Hodder Education,
An Hachette UK Company
Carmelite House
50 Victoria Embankment
London EC4Y 0DZ


Impression number              10  9  8  7  6  5  4  3  2  1


Year      2026  2025  2024  2023  2022


All rights reserved. Apart from any use permitted under UK copyright law, no part of this publication may be reproduced or transmitted in any form or by any means, electronic or mechanical, including photocopying and recording, or held within any information storage and retrieval system, without permission in writing from the publisher or under licence from the Copyright Licensing Agency Limited. Further details of such licences (for reprographic reproduction) may be obtained from the Copyright Licensing Agency Limited, www.cla.co.uk


Cover photograph: © Prostock-studio - stock.adobe.com


Typeset in India by Integra Software Serv. Ltd.


Printed in Italy


A catalogue record for this title is available from the British Library.


[image: image]












INTRODUCTION





This book introduces the revised NCFE Level 1/2 Technical Award in Business and Enterprise for first teaching in September 2022.


Content areas


Throughout the course, you will study eight different content areas as part of the qualification. This book provides complete coverage of each content area in the specification:




	■  Content area 1: Entrepreneurship, business organisation and stakeholders



	■  Content area 2: Market research, market types and orientation and marketing mix



	■  Content area 3: Human resource requirements for business and enterprise



	■  Content area 4: Operations management



	■  Content area 5: Business growth



	■  Content area 6: Sources of enterprise funding and business finance



	■  Content area 7: The impact of the external environment on business and enterprise



	■  Content area 8: Business and enterprise planning






You must study all of these content areas.


How will I be assessed?


Non-exam assessment


Sixty per cent of your final mark for this qualification will be based on a non-exam assessment (NEA), which will assess your ability to effectively draw together knowledge, understanding and skills from across the whole vocational area. The non-exam assessment will target the following assessment objectives:



	■  AO1: Recall knowledge and show understanding.



	■  AO2: Apply knowledge and understanding.



	■  AO3: Analyse and evaluate knowledge and understanding.



	■  AO4: Demonstrate and apply relevant technical skills, techniques and processes.



	■  AO5: Analyse and evaluate the demonstration of relevant skills, techniques and processes.





At the end of each content area in this book, there is a sample NEA for you to practise these skills.


Examined assessment


Forty per cent of your final mark for this qualification will be based on an exam that will assess your knowledge and understanding of all the content areas. The exam will target the following assessment objectives:



	■  AO1: Recall knowledge and show understanding.



	■  AO2: Apply knowledge and understanding.



	■  AO3: Analyse and evaluate knowledge and understanding.





At the end of each content area in this book, there are some exam-style questions for you to practise your exam skills.












HOW TO USE THIS BOOK





The features shown below appear throughout the book to support your learning.
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A brief introduction to the content area, so you know exactly what is covered.
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Definitions of important terminology are included throughout. 
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Short tasks to help develop your understanding. These include individual, group and research tasks.







Case studies


Examples of how different concepts can be applied to businesses.
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A bullet-list summary of the key points at the end of each content area, to ensure you remember the most important aspects and to help you with revision.







Test yourself


Questions to test your knowledge and understanding of the content.
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References to books, websites and other sources of useful information for further reading and research.







Practice questions


Practice questions to help you prepare for the exam.







Assignment practice


A summary activity that allows you to apply knowledge and skills covered in a content area in preparation for the non-examined assessment.
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1  Entrepreneurship, business organisation and stakeholders



[image: Image] About this content area

This content area focuses on entrepreneurship, business organisation and stakeholders. You will learn about:


	■  Entrepreneurship — What it takes to be an entrepreneur, detailing the motivators and the skills and attributes that are needed in order for an entrepreneur to be successful.


	■  Business and enterprise aims and objectives — The various aims and objectives that will be set when starting a business, including both financial and non-financial aims and objectives.


	■  Structures — The different types of legal structure that can be formed when starting a business enterprise and the different characteristics of these structures.


	■  Stakeholders — The various individuals or groups that will have some interest in the business, the benefits of the interaction between these stakeholders and the impacts of any conflicts on the business.








1.1 Entrepreneurship



1.1.1 Being an entrepreneur

An entrepreneur is often described as a risk-taking individual, but there are many aspects to becoming an entrepreneur. Entrepreneurs have many skills, including:


	■  being able to spot a potential business opportunity and investigating it further to develop the opportunity


	■  evaluating the viability of a business opportunity. This means that when they have completed research, they can decide whether or not it is worth pursuing


	■  being able to understand the needs of the customers who may purchase the products and services of the new business opportunity. These potential customers are called the target market


	■  being able to organise all of the different resources that are needed to produce the product/service


	■  understanding the planning required related to the production process of product/service


	■  researching and obtaining the finance required to start and maintain a business


	■  making use of all the elements of the marketing mix — product, price, place and promotion (for further information on this, see Section 2.3)


	■  being able to manage the risks involved in starting a new business venture to make the idea a reality.
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Entrepreneur A risk-taker who sets up a business or businesses with the aim of making large amounts of profit.

Target market A particular group of customers at which a product or service is aimed.



Entrepreneurs are individuals who are usually highly motivated to succeed.
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Figure 1.1 A successful entrepreneur needs the courage to be different



1.1.2 Entrepreneurial motivators

There are three key types of motivators that drive an entrepreneur:


	■  financial motivators


	■  personal motivators


	■  social and ethical motivators.
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Motivator Something that provides a reason for an entrepreneur to be successful.



It is usually assumed that the key motivator for any entrepreneur is money. An entrepreneur may want to earn high profits, buy luxury cars and spend many weeks taking extravagant holidays. In recent years, however, a number of entrepreneurs have run a business not in order to make massive profits, but in order to meet their personal and social goals. See, for example, the case study on The Thirsty Café (page 4).

Entrepreneurs may decide to go into business for a number of reasons, for example to:


	■  have flexibility in their working life. Entrepreneurs often want to choose their own hours of work, set their own deadlines and have more control over their time


	■  satisfy their desire to be their own boss and set their own rules


	■  help others by producing products or services that will improve people’s lives


	■  create jobs in the local area and help the economy


	■  learn new skills


	■  be able to give something back to other people, for example many successful entrepreneurs donate time or money to worthy causes.




Financial motivators

Many new businesses fail within the first few years, especially if they have not been researched properly, the product/service is not wanted or needed by customers, or the business has a lack of funds. For this reason, the first financial objective is to survive. If an organisation is not viable, it is likely to run out of cash very quickly. To ensure survival, an entrepreneur needs to ensure that:


	■  there is sufficient cash to pay business debts


	■  the business has access to sufficient sources of finance


	■  the organisation has a business model that is viable in the long term.




Once the business’s initial survival has been secured, an entrepreneur will turn to making a profit. This is when an organisation’s revenue exceeds its total costs. In return for the risk and hard work they have put into the business, the entrepreneur will desire high profits over a long period of time. The financial motivator for some entrepreneurs may be personal wealth. They may aim not just to earn an adequate income, but instead to gain a substantial personal wealth.

Personal motivators

For many entrepreneurs, profit is not the main motivator for setting up a business. They may be motivated by the desire for control over their working life, the opportunity to work from home or the option to combine work with family life. Sometimes people re-evaluate their working life, which may lead them to want to set up a new business. Some individuals may feel that their skills are undervalued and they are not reaching their full potential. Others become bored with being told what they have to do every day and want to become their own boss. Another key motivator is the feeling of personal satisfaction from building a successful business. Owning your own business can provide great job satisfaction and independence and autonomy.
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Individually, write down your hobbies or interests. Then, in pairs, compare your hobbies or interests and answer the following questions:


	■  If you were to rate your skill level from 1 to 4 (with 1 being the best), what number would you give your skills at your hobbies or interests?


	■  How easy do you think it would be to turn one of your hobbies or interests into an enterprise activity?


	■  What equipment would you need to complete your enterprise?


	■  How much money do you think you would need to set up your enterprise?


	■  Who would your main local competitors be?


	■  Could you turn any of these hobbies or interests into an actual enterprise?






Social and ethical motivators

Some people may have a desire to escape from a boring or uninteresting job or have an intense desire to pursue one of their interests or hobbies. There are two elements to this: responsibility and helping the community.

Responsibility

There is a real focus in our world on sustainability and living in ways that do not harm the planet. This focus is also important for the business community, with businesses making purchasing choices to source sustainable materials for their products/services. Businesses are more aware of the environmental impact of their products/services, and customers are often open to purchasing sustainably sourced products even if they cost slightly more. This could relate to the processes involved in producing a product or the materials that are used to create it, for example recycled bottles and packaging.

Another aspect to managing a business responsibly is ensuring that it adheres to the government’s National Living Wage. (For more on the minimum wage, see Section 7.1.1.) Many businesses choose to pay their employees more than the legal requirement as they value the knowledge, skills and experience that their staff bring to the business.

As well as paying employees, employers have a legal duty to provide good working conditions. This relates to the environment that employees have to work within. Working conditions focus on:


	■  how the business is organised, for example, whether it is a large or small business. This could affect how information is communicated and acted upon by the staff


	■  the types of work activities that an employee needs to complete


	■  the new training and skills opportunities available to staff, which will affect their ability to do their job and carry out new types of work


	■  the health, safety and well-being of the employees so that they can keep working to a high standard in a safe environment


	■  working times and holiday entitlement so employees are not overworked


	■  ensuring that employees have a good work–life balance with regular breaks and opportunities to relax outside of work.
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Research the current rates of the National Living Wage.



Helping the community

Entrepreneurs who want to make a difference or a change will often start their enterprises with a specific interest and make this their priority, rather than profit. Making money will still be a consideration as they will need money to keep the business running, but they will then re-invest this money back into the business. Examples of making a difference by helping the community could include working with a charity, helping older people, employing people who may find it difficult to get work or ensuring that everyone is treated equally.


Test yourself


	1  Write a definition of an entrepreneur.


	2  What are the three key motivators that drive an entrepreneur?







Case study

[image: image]
Figure 1.2 Afternoon tea



The Thirsty Café in Marcham, Oxfordshire, opened in spring 2020 in the new village hall as a social enterprise business run entirely by volunteers. The core values of the business are to:


	■  provide an informal, welcoming and safe environment for the local community to meet


	■  serve good quality, affordable coffee, tea and refreshments


	■  facilitate and develop opportunities for community groups to meet


	■  offer a rewarding and constructive volunteer programme


	■  run an economically viable project with any profit re-invested back into the community.




It proved to be very popular, with the local community purchasing drinks and refreshments from the café, but then the Covid-19 pandemic struck and, like many businesses, the café had to close its doors. However, undeterred, the volunteers met and decided to offer afternoon tea deliveries to the local community, focusing on providing quality local produce. All customers received their ordered baskets of goodies straight to their front doors. These were popular and kept the business going as well as benefiting the community, as the volunteers could still offer their services and the residents of Marcham could enjoy a special afternoon tea in what was a difficult time for many. 

The Thirsty Café is now a great success, opening several times a week to serve the local community as well as providing the catering for many village events throughout the year. The volunteers involved range from young adults wanting the experience of working in a café, to individuals who enjoy baking a range of cakes and biscuits on a regular basis, to kitchen team members who take it in turns to cook bacon/sausage baps on a Saturday morning and front-of-house volunteers who enjoy the interaction with the local customers. The long-term plan for the Thirsty Café is to open six days a week, to employ a full-time member of staff to run the café and, from the profits once they are made, to purchase items for local community groups such as sports and social clubs to benefit all the villagers of Marcham.

Source: www.thirstycafemarcham.co.uk/

Answer the following questions:


	1  Explain what is meant by the term ‘core values’.


	2  Identify two of the main core values of the Thirsty Café.


	3  What activities did the Thirsty Café introduce when the pandemic affected its business?


	4  What are the long-term plans for the Thirsty Café?






1.1.3 Entrepreneurial skills and attributes

Entrepreneurs need a wide range of skills and attributes to enable them to set up their own enterprise activity. A person will learn skills through their work, training, life and education. Attributes are qualities that some people naturally have, such as being confident in the presence of others.
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Skills The ability of an individual to do a task well.

Attributes Qualities that a person naturally possesses which make them individual.



Skills

The skills that an entrepreneur will need are explained below.

Financial skills

It is important that the entrepreneur understands the importance of financial management to ensure that they have sufficient cash to pay business debts, they have access to funds when required and the enterprise has a business model that is viable for its long-term survival.

Communication skills

Entrepreneurs need to get their product or service ideas known, by talking face to face with investors or people who can promote the business, making telephone or video calls to people, or communicating via email or social media platforms. Possessing good communication skills will demonstrate to others that the entrepreneur is confident and competent, thereby establishing important trust with others who will hopefully invest in their business or become their customers.

Management skills

Management skills are important to ensure that the business can operate and continue to grow for many years into the future. As the business increases in size, more employees may need to be employed. The entrepreneur must be able to manage staff effectively, ensuring that they represent the company and work towards making the business a success. The entrepreneur must also be sure to invest in their staff by increasing their skills and developing them.

Sales skills

Being able to develop and grow an enterprise activity is important, and to achieve this an entrepreneur needs to persuade potential customers to purchase their products or services. If products do not appeal to customers then sales will not be made, which would be a disaster for the business! Having good sales skills is vital for the growth of the business.

IT skills

Many businesses now have an online presence, meaning that customers can view and purchase products/services online. An entrepreneur therefore needs to have the IT skills to develop this presence or to give others instructions to do this, so that they can compete with other similar businesses. IT is also used to track the business’s finances, stock control and plans for the future, and for marketing and networking with other businesses.

Timekeeping skills

There are two aspects to timekeeping:


	■  Ensuring that if any orders are placed within a required time period, the business meets the deadline so that it builds a reputation for being accurate and trustworthy. Imagine if you ordered a birthday cake for a party, and the order arrived after the party. You would not use that business again!


	■  Ensuring that the business owner is not late for appointments with clients, as they could become the vital customers who help to build the success of the business.




Attributes

Attributes are qualities that individuals naturally possess as they are what makes them individual.
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Figure 1.3 Attributes of an entrepreneur



Independence

Entreprenuers have the attribute of wanting to work independently from others as they are convinced that their ideas will appeal to the target market and want to ‘go it alone’. By being in control of the production and selling of their products/services, they can make all the decisions and then hopefully enjoy the success.

Confidence

An entreprenuer will demonstrate confidence to everyone involved in their product/service, from the initial stages of development through to it being sold to customers. Demonstrating confidence means that an individual has expert knowledge of the product or service, focuses on its strengths, uses positive language when sharing knowledge with others, and has the ability to answer questions on the product/service.

Self-starting

Self-starting means that an entreprenuer has the ability to start something new for themselves, knowing that at times it may be challenging but being prepared to work through these challenges to establish their business. Entrepreneurs have the ability to celebrate every ‘small win’ related to their new business venture. This could range from seeing their first product being made through to the first ever sale of their product/service. An entreprenuer will often focus on the elements of success, however big or small, to keep them motivated. The end focus will be on the selling of the products/services to customers.

Self-reflection

Being self-reflective can be demonstrated in various ways, including questioning why a technique is or is not working well, asking for help from specific experts when required and scheduling time to review where the business is in terms of meeting its targets. An entrepreneur needs to be prepared to honestly evaluate where they are and where they need to get to in order for their business to be a success.

Determination

An entreprenuer needs to be determined and decisive, knowing exactly what has to be done and not hesitating to do it. This is because any delays could potentially mean that they miss out on an opprtunity that could change the direction of their enterprise.

Decision-making

Entreprenuers like to be in control, meaning that they can make all the decisions needed for their business entreprise. Any entrepreneur needs to be able to make important and often difficult decisions. They cannot be afraid to make decisions that may upset other people, for example if staff need to be made redundant in order for a business to succeed. As a business owner, the decisions will be made by them — these may be the right or wrong decisions, but the entreprenuer must take responsibility.

Risk-taking

Any new business has an element of risk, as there is no guarantee that it will be a success. An entrepreneur should be willing to risk investing both time and money into their new enterprise. They will have planned and researched their new enterprise activity but will also be aware that success is not guaranteed and it may ultimately fail. An entrepreneur will need self-belief to rely upon, maintaining positivity about the planned enterprise activity.
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Some famous businesses have risked new products:

Google glasses were introduced in 2013 and again in 2017 as the next big innovation in technology, enabling the user to take phone calls and use the internet without the need for a smartphone. They were expensive, and exited the market very quickly!

Would you have bought Colgate Lasagna? The idea was that people could eat a ready-meal from Colgate and then brush their teeth afterwards with its toothpaste! Not many people wanted to purchase this item and it was withdrawn from the market.


	■  Research some other products from well-known businesses that have not been successful. Report your findings to the rest of the class.
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In groups of four, discuss the different entrepreneurial attributes and decide which of these your group members have. Feed back your findings to the rest of the class with explanations.




Test yourself


	1  Identify two different attributes of successful entrepreneurs.


	2  Explain how the phrase ‘courage to be different’ relates to an entrepreneur.
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	■  Any new business carries risks.


	■  Entreprenuers must accept that their business idea may fail.


	■  Entreprenuers are often successful if they spot a gap in the market.


	■  A wide range of different skills are required to become a successful entrepreneur.







1.2 Business and enterprise aims and objectives


It is important for a business to set itself aims and objectives. Aims are the large goals that the business is striving to achieve, and objectives are the steps or targets that need to be completed to reach the aims.
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Aim The goals that a business intends to achieve.

Objective A precise and measurable step to complete a business’s goals.



Let’s think about this qualification.

[image: image]
Figure 1.4 Aims and objectives



Therefore:


	■  the aim is to pass the NCFE Level 1/2 Technical Award


	■  the objectives are: working hard in lessons; completing homework on time; preparing/completing the coursework; and revising for and taking the examination.




Aims and objectives will differ from business to business, and the size of the business will influence its aims and objectives. For example, a small business that has just started to trade will often focus on gaining support by advertising its products/services, having excellent customer service and monitoring the sales of its products to ensure that it can make some profit. A large business that is established will have different aims and objectives. For example, to develop products that are more environmentally friendly, with the objectives being to change its current products by improving the factory methods used to reduce the amount of waste sent to landfill.

Other examples of business aims are:


	■  Survival — It is risky to set up a new business for the first time as often the individual setting it up lacks the knowledge and experience of running a business. It takes time to build up a customer base and generate sales, so surviving the first year could be a real aim.


	■  Providing a competitive service — Many businesses offer the same service and therefore a business may want to offer a better service than its closest rivals. Examples of this are supermarkets, coffee shops or barbers/hairdressers, which often open near their rivals. For a business to succeed where there is competition, it will need to provide a better service and provide choice to customers.


	■  Offering a charitable or community service — Some organisations are non-profit-making. For example, the British Heart Foundation has shops with its aim being to sell products that have been donated and to donate the money made to the charity for the benefit of others. Other community services include offering voluntary services, such as transport to hospitals or to the shops for the elderly.




1.2.1 Reasons for aims and objectives

The reasons why businesses and enterprises set aims and objectives are given below.

To provide focus

It is important for a business to set aims and objectives as they provide a focus for all the individuals working in the organisation for what they need to achieve in order for the business to be successful.

To inform a mission statement

A business will often set out its overall aims and objectives in a document called a mission statement. This is the business’s vision for what it is striving to achieve. Producing a mission statement helps the business to plan for the future. The mission statement is published in the public domain and states what the business aims to achieve and how it will do this. It states the business’s objectives, its overall values and the standards that it will set itself.


[image: Image] Key term

Mission statement A formal document that states the business’s vision for what it is striving to achieve.




Test yourself


	1  What is the difference between an aim and an objective?


	2  Decide which of the following is an aim and which is an objective.












	
	
Aim


	
Objective





	
Improve a product


	
	



	
Survival


	
	



	
Offer a charitable or community service


	
	






	3  Why will a business create a mission statement?
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www.fond.co/blog/best-mission-statements — Information about the mission statements of a range of different businesses.



To help allocate resources

Setting aims and objectives means that a business can plan ahead with what it is trying to achieve. This provides focus for individuals but it will also ensure that the business can allocate resources. This involves a business planning:


	■  Land — Where the business will be based and how much space is needed for the business venture.


	■  Labour — The employees/staff needed, with the right skills, knowledge and availability to be able to produce the products/services.


	■  Finance — The finance needed in order to produce the products/services and how this will be obtained.
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Figure 1.5 Allocating resources





To manage progress

Once the aims and objectives have been agreed, the mission statement has been written and resources allocated, the entrepreneur will need to ensure that the enterprise progresses to enable the aims and objectives to be met. They will do this by managing the day-to-day running of the enterprise and focusing on the aims and objectives to ensure that these can be achieved within the timescales that have been set. When aims and objectives are achieved, it is important to celebrate these successes. If they are missed, then the entrepreneur (and other employees in the business) can reflect on why this may have occurred and formulate plans to continue to improve.

1.2.2 Financial aims and objectives

There are a number of possible aims and objectives for a business related to finance. These could include:


	■  Increasing profit margins — Most businesses aim to make profit, with some having this as their main aim. These businesses are known as profit maximisers. Other businesses might want to make a satisfactory profit and to increase this each year. Making a profit allows for further investment in the business, which could mean expansion or rewarding employees with bonuses.


	■  Increasing revenue — Revenue is the money that a business makes from selling its goods and services. If the enterprise is successful, this can put the business in a much stronger position in its specific market, making it more dominant and further increasing its revenue.


	■  Increasing the value of the business — If the business is successful at selling its products/services, the revenue it generates and its profit margins will increase. This also means that the business will be worth more money. For example, if a person starts a small company and every year for five years it increases its revenue and profits, the business will increase in value and be worth more money to the business owner. They could then decide to sell the business to someone else and make a profit.


	■  Reducing costs — If a business reduces its costs, it will be able to increase its profits. It could do this by reducing the amount that it prints to save on paper costs or by adopting a more environmentally friendly approach to generating electricity, such as using wind or solar power.


	■  Improving liquidity — Liquidity is the way a business is able to turn the things that it owns, known as assets, into cash for the business. For example, a business that sells hats will sell these for cash. This cash is then used to manufacture or purchase more hats to sell and then to pay for other business expenses. It is vital that a business plans carefully to ensure that it has enough money, so improving its liquidity will help with this process.





[image: Image] Key terms

Profit maximisers When the main aim of a business is to make profit.

Revenue The money that a business makes from selling its products/services.



1.2.3 Non-financial aims and objectives

Non-financial aims and objectives are those that do not result in a specific financial gain for the business enterprise but will impact in other ways on its operations. These include:


[image: image]
Figure 1.6 Non-financial aims and objectives




	■  Positive reputation — A business that can provide a consistently good service to its customers or supply products that are good quality and value for money, and treat its employees and customers well will earn a positive reputation. This can be worth a lot to a business as individuals will recommend the business to their friends who may then purchase the products/services too.


	■  Increase market share — Market share is the percentage of sales within a particular market that a business has gained during a specific time period. Some businesses can dominate a market, which means they have the largest share of sales out of all competitors. If a business wants to increase its market share, it will have to implement changes. For example, a business might reduce the price of its product/service 


	
■  Sustainability — Sustainability refers to businesses completing their activities without negatively impacting the environment, community or society as a whole. Many businesses focus some of their aims and objectives on trying to ensure that their business is sustainable by:


	–  reducing their carbon footprint, which means consuming less energy to help the environment


	–  ethically sourcing materials, contractors or suppliers by considering where they come from. One way of doing this is to use local businesses to produce the required materials so that less fuel is needed to transport items to the business. This will reduce the impact on the environment


	–  Reducing the amount of waste that the business produces either by reducing the amount of materials that are used to make its products or to provide its services or by recycling resources the business consumes, for example paper, packaging, etc.









[image: Image] Key term

Carbon footprint The amount of carbon dioxide released into the atmosphere as a result of the activities of a business.




Case study

A bunting-making business used to make four triangles from each piece of material.

[image: image]
Figure 1.7 Wasteful production of bunting



This created lots of wasted material so it reviewed its production process. It worked out that it could create more than twice as many triangles and reduce waste while still using the same size piece of material.

[image: image]
Figure 1.8 Reduced waste when producing bunting



By changing its production methods, it was able to produce more triangles for its bunting and reduce its waste, and, at the same time, save the business money.

[image: image]
Figure 1.9 Final product






	■  Support for local businesses — Local businesses are vital to the economy as they provide services, jobs and security to their employees and put money back into the local economy through sales. Therefore it’s important that local residents support them. If businesses use local suppliers, this also supports the local economy and reduces the business’s carbon footprint.


	■  Support for equality and diversity in the workplace — Treating everyone the same is very important within a business. If employees do not feel that they are valued the success of the business could be compromised. By law, a business has to adhere to the Equality Act 2010, which legally protects people from any form of discrimination in the workplace and in wider society. This Act explains the many ways in which it is unlawful to treat someone and UK businesses need to abide by it and implement it in their operations.





	■  Reduce employee turnover — When new employees start in a business, it is important to invest in them so that they remain with the company. According to government figures in 2020, the average cost of training a new employee was £1530. So, if a business recruited ten new members of staff a year, it would cost it on average £15,300 to train them. If these ten people left within one year, the business would have to. If a business invests in its employees by making sure they are motivated, feel valued and are provided with promotional opportunities, its employee turnover, and the costs involved in this, would reduce. Having a dedicated workforce will provide stability and allow the business to grow with individuals who all believe in its aims and objectives (source: www.balticapprenticeships.com/blog/employers/cost-to-train-staff).
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The COP20 summit that took place in Glasgow in November 2021 brought together most of the world’s nations, with the focus being to address and agree the key actions needed to address climate change.


	■  Research the findings of the summit and the agreements that were made as a result of the conference. Report your findings back to the rest of your class.







[image: Image] Read about it

www.gov.uk/guidance/equality-act-2010-guidance — Further information about the Equality Act 2010.




Test yourself


	1  Identify two forms of non-financial aims and objectives.


	2  Why is it important to support local businesses?







[image: Image] Activity

Look at the following graph from October 2021 of supermarket market share.


	■  Which supermarket had the biggest market share?


	■  Which supermarket had the lowest percentage of market share?


	■  What percentage market share did Lidl have?


	■  Do any of these statistics surprise you? Explain your answer.
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Figure 1.10 Supermarket market share in 2021 (source: www.kantarworldpanel.com/en/grocery-market-share/great-britain/snapshot/31.10.21)
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	■  It is important for a business to set itself both aims and objectives as they give the opportunity for all involved to work towards these important goals.


	■  Financial aims and objectives provide a financial focus for the business.


	■  Non-financial aims and objectives are those that do not result in a specific financial gain but will impact in other ways on the business’s operations.


	■  Businesses need to find their place in the market.


	■  Many businesses aim to be market leaders and to have a large market share.


	■  It is important that you are able to explain why businesses set aims and objectives and you may need to focus on a specific business that you are given. You may need to think about whether the business is succeeding or failing and why this may be.







1.3 Structure



1.3.1 Legal structures

The economy can be divided into two main sectors:


	■  the private sector


	■  the public sector.




The private sector

The private sector includes businesses that are owned by private individuals. Businesses in the private sector include:


	■  sole traders


	■  private limited companies (Ltd)


	■  partnerships


	■  public limited companies (plc).





[image: Image] Key terms

Sole trader A business that is owned and controlled by one person.

Partnership A business that is owned and controlled by two or more individuals.



Companies House is a government-run organisation that stores information on all different businesses, including limited companies and limited liability partnerships, that are registered in the UK. It inspects and maintains all the information, which can be accessed online by the general public and businesses.

The public sector

The public sector is made up of central government, local government, and businesses that are owned by the government. In the 1980s, the number of government-owned firms in the UK started to shrink as they were sold off to raise money for the country. Now, very few examples remain, but Royal Mail is one of the remaining public sector organisations.

Forms of ownership

The different forms of ownership for business start-ups, as well as their advantages and disadvantages, are outlined in the table below.

Table 1.1 The different forms of ownership for business start-ups











	
	
Definition


	
Examples


	
Advantages


	
Disadvantages







	
Sole trader


	
A business that is owned and controlled by one individual.


	
Plumber or beauty therapist working on their own.


	
Easy to set up and low ­set-up costs.

The owner makes all of the business decisions, which can reduce decision-making time.

Sole traders can choose their own working hours and holidays.

Limited legal requirements in relation to accounting.


	
Difficult for the business to grow very large due to the amount of money available to the individual and the amount of work one person can do on their own.

The sole trader has no one to share responsibility or decisions with and may have to work long hours and struggle to take holiday.

A sole trader has unlimited liability. 





	
Partnership


	
A business that is owned and controlled by multiple people. In most cases, there are 2–20 partners, but this number can be exceeded for professional partnerships, e.g. accountants and solicitors.


	
Estate agents

Retail stores

Building firms

Catering companies


	
Greater capital investment is available from the different partners and risk and responsibility are also shared.

Partners bring different skills and attributes to the business.

Partners can discuss queries before finalising decisions.

Bigger public image than sole traders.


	
Decision-making can be time-consuming as all partners need to be consulted. There is also potential for conflict.

All partners are jointly responsible for the business’s debt — like sole traders, a partnership has unlimited liability. 





	
Limited company


	
A limited company is a business owned by shareholders and run on a day-to-day basis by directors.

There are two types of limited company: private limited companies (Ltd) and public limited companies (plc). 


	
Large public organisations, such as:


	■  Manchester United


	■  Asda


	■  Barclays


	■  BP





	
Greater capital investment available from the shareholders.

Investors do not have to actively run the company.

Bigger public image than sole traders or partnerships.

Limited companies have limited liability.


	
Costly and complicated to set up. Limited companies need to be registered with Companies House.

Annual accounts need to be published.

Investors and shareholders expect income in the form of annual dividends.

There is a possibility of takeovers if enough shareholders try to purchase shares.





	
Franchise


	
A franchise is a business where the franchisor grants a licence to another business so it can sell the brand or business idea.

The franchisor owns the business idea and decides how the business will be operated and run.


	
Well-known franchise businesses include:


	■  McDonald’s


	■  Pizza Hut


	■  Starbucks





	
Limited business and industry experience are required, as the business model already exists.

The franchisee owns the business but not the idea.

As the franchise is well known, it is easier to raise finance.

The franchisee benefits from the skills, advice and support of the franchisor.

It is easier to gain customers, as the brand is already well known and recognised.


	
The initial and on-going costs of operating a franchise are not cheap.

The franchisee needs to stick to the marketing activities agreed by the franchisor.

May be difficult to break into a new area if competing with other franchisees.
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Unlimited liability When the business owners are personally liable for the debts of the business in the event that the business cannot pay them.

Limited liability When the business owners are liable only up to the amount of money they have invested in the business.

Dividend A share of the company’s profits.

Franchise A business where the franchisor (the owner of the business idea) grants a licence (the franchise) to another business (the franchisee) to operate its brand or business idea.





Features of each form of business ownership

Table 1.2 Features of each form of business ownership













	
	
Owners


	
Basic legal requirements to start the business


	
Liability


	
Responsibility for decision-making


	
Distribution of profit


	
Funding





	
Sole trader


	
One business owner


	
The sole trader registers with HMRC to pay taxation on profits made.


	
Unlimited


	
Single owner


	
Single owner


	
Sole trader’s money

Bank loan

Overdraft

Mortgage





	
Partnership (unlimited liability)


	
Two or more business owners


	
Each partner registers with HMRC to pay taxation on their share of the profits made.

A partnership agreement may be produced to identify the key role and responsibilities of each partner. This may include how profits/loss are shared.


	
Unlimited


	
All partners equally unless there is a partnership agreement that states differently.


	
All partners equally unless there is a partnership agreement that states differently.


	
Partners’ personal money

Bank loan

Overdraft

Mortgage





	
Limited liability partnerships


	
Two or more business owners


	
Each partner registers with HMRC to pay taxation on their share of the profits made.

A partnership agreement may be produced to identify the key role and responsibilities of each partner. This may include how profits/loss are shared.


	
Limited (see also section on limited liability partnerships on the next page)


	
All partners equally unless there is a partnership agreement that states differently.


	
All partners equally unless there is a partnership agreement that states differently.


	
Partners’ personal money

Bank loan

Overdraft

Mortgage





	
Franchise


	
The franchisor owns the business idea. The franchisee owns the right to use the business idea and the individual business that is set up.


	
The franchisee registers with HMRC to pay taxation on profits made.

The franchisee needs to pay the agreed amount of money to the franchisor each year.


	
Varies depending on the franchise


	
The franchisor is responsible for overall decisions relating to the business design and idea. For example, store layout and brand logos, etc.
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