Unit 1 - Setting up a Business

Revision Guide

Exam Details

Unit Title: | Unit 1 – Setting up a Business |
Type of Assessment: | Written Paper (1 hour) |
Marks available | 60 marks - 40% of the GCSE |
Date of the examination (and session) | Tuesday 22 May 2012 |

The Syllabus

Section 1 – Starting a Business 

| Content | | R | A | G |
1 | Enterprise: What is business? | | | | |
2 | Finding a gap in the market | | | | |
3 | Franchises | | | | |
4 | Business objectives | | | | |
5 | Business objectives: measuring success | | | | |
6 | Business objectives: stakeholders | | | | |
7 | Business plans | | | | |
8 | Business risk and uncertainty | | | | |
9 | Legal structure: sole trader and partnership | | | | |
10 | Legal structure: limited and unlimited | | | | |
11 | Locating the business | | | | |

Section 2 – Marketing 

| Content | | R | A | G |
1 | Market research with limited budgets | | | | |
2 | Market research methods | | | | |
3 | The marketing mix | | | | |
4 | The marketing mix: product | | | | |
5 | The marketing mix: price | | | | |
6 | The marketing mix: promotion | | | | |
7 | The marketing mix: place | | | | |

Section 3 – Finance 

| Content | | R | A | G |
1 | Finance for small businesses | | | | |
2 | Support for small businesses | | | | |
3 | Financial terms and basic financial calculations | | | | |
4 | Cash flow and survival | | | | |
5 | Using cash flow forecasts | | | | |

Section 4 – People in Business 

| Content | | R | A | G |
1 | People in business: recruiting | | | | |
2 | People in business: rewarding employees | | | | |
3 | Motivating staff | | | | |
4 | Protecting staff through legislation | | | | |

Section 5 – Operations Management 

| Content | | R | A | G |
1 | Production methods | | | | |
2 | Operational efficiency |

| | | |
3 | Production and technology | | | | |
4 | Production and quality | | | | |
5 | Customer services | | | | |
6 | Customer protection | | | | |
7 | Impact of ICT on customer services | | | | |

Question Paper
Your question paper will have 3 questions – each split into (a), (b), (c) and (d).
  * (a) and (b) will test your knowledge and ability to apply that knowledge
  * (c) and (d) will test your knowledge, application and analytical/evaluation skills

-------------------------------------------------
Answering Exam Questions

There are broadly four types of questions:

  * 2 marks
  * 3 marks
  * 4-6   marks and 
  * 9 marks.

-------------------------------------------------
2 mark Question

These usually start with (i) “Explain what is meant by ...” or (ii) “Identify two ...”   or (iii) State and explain...

  (i) Give a good, clear definition and put in an example.
  (ii) Identify realistic, relevant examples as requested.   They must relate to the business in the question
  (iii) Write down your point and then explain it. 

-------------------------------------------------
3 mark question

These usually start with Explain.

Level   | Descriptor   | Marks   | Assessment Objective |
3 | Explains a relevant point/s in context. | 3 | AO2 |
2 | Describes a relevant point/s in context. | 2 | AO2 |
1 | Identifies a relevant point/s | 1 | AO1 |
0 | No valid response | 0 | |

-------------------------------------------------
4 - 6 mark question

These usually start with (i) Explain or (ii) Calculate.

The marks are awarded according to the criteria below:

Level   | Descriptor   | Marks   | Assessment Objective |
2 | Explains the two points well in context. | 3 - 6 | AO2 |
1 | Identifies two relevant points | 1 - 2 | AO1 |
0 | No valid response | 0 | |

-------------------------------------------------
9 mark questions

These usually start 

with (i) Recommend or (ii) Discuss.
To answer these questions, you must remember that there are two aspects to this.   Firstly, you must make realistic, relevant suggestions and explain them.   Secondly, and most importantly, offer your chosen solution/recommendation so that it is clear for the examiner to see.   
TIP:   Use the phrase “I recommend” in the answer.   
Level   | Descriptor   | Marks   | Assessment Objective |
3 | Explains the two points well in context | 3 | AO2 |
2 | Describes the two points in context. | 2 | AO2 |
1 | Identifies two points in context | 1 | AO1 |
0 | No valid response | 0 | |

Plus
Level   | Descriptor   | Marks   | Assessment Objective |
2 | Candidate offers judgement plus justification.Ideas are communicated using a logical structure, with some appropriate use of technical terms. There are occasional errors in accepted conventions of written communication. | 4 - 6 | AO3 andQuality ofwrittencommunication |
1 | Candidate offers judgement plus limited justification.Ideas are communicated with some structure evident with occasional use of technical terms. There are noticeable errors in accepted conventions of written communication. | 1 - 3 | |
0 | No valid response. | 0 | |

Model Answer

Peters and Kelly Medical Practitioners

Jane Peters and Richard Kelly qualified as doctors five years ago. They have both been working in other practices in order to gain experience but recently decided to set up their own practice together. They felt it was a good idea to work together.

They contacted a solicitor and she advised them to become a partnership. She drew up a deed of partnership. 

If the practice does well in the future it is possible that Jane and Richard will take on more partners or possibly employ newly qualified doctors who will not be made partners immediately.

Questions
-------------------------------------------------
1. State and explain one item that might be included in a deed 

of partnership. (2) 
-------------------------------------------------
2. Explain two benefits for Jane and Richard of forming a partnership. (6)
-------------------------------------------------
3. Jane and Richard have decided that they need a receptionist to help with arranging appointments and dealing with general tasks.   Richard suggests that they employ one full time member of staff.   Jane disagrees and feels that two part-time members of staff might be the better option.
-------------------------------------------------
Recommend which option is best for them, explaining your answer. (9)
-------------------------------------------------

Answers
-------------------------------------------------
1. State and explain one item that might be included in a deed of partnership. (2)
-------------------------------------------------
How profits will be shared – this is important because this will reduce disagreements about how to split up any profits made.
-------------------------------------------------
2. Explain two benefits for Jane and Richard of forming a partnership. (6)
-------------------------------------------------
One benefit is that they can specialize.   If Jane is good at working with, and treating childrens’ medical conditions then she can do this.   Richard might be good with working with adults and he can focus on this.   If they were not in a partnership, then they both would have to work with every type of patient - children and adults.
-------------------------------------------------
Another benefit is that they can have time off.   When Richard wants time off to go on holiday, Jane could cover for him.   This means that the practice can stay open.   If they were not in a partnership, then if Jane wanted time off, she would have to close the practice, which would be inconvenient for patients. 
-------------------------------------------------

-------------------------------------------------
3. Jane and Richard

have decided that they need a receptionist to help with arranging appointments and dealing with general tasks.   Richard suggests that they employ one full time member of staff.   Jane disagrees and feels that two part-time members of staff might be the better option.
-------------------------------------------------
Recommend which option is best for them, explaining your answer. (9)
-------------------------------------------------
I recommend that they employ two part time receptionists. 
-------------------------------------------------
Firstly, by having two part time receptionists, they will have flexibility with timing.   If the practice is busy at certain times, both receptionists can work at the same time. For example, there might be times that there are lots of patients expected and lots of administration to be done.   If they had just one receptionist, s/he would only be able to deal with one thing at a time and this might mean patients having to wait a long time or administration not completed.
-------------------------------------------------
Secondly, the receptionists might have different skills which could be very beneficial if they specialize.   If one receptionist might be good with people and s/he could be used to deal with patients.   The other one might be good at paper work and so this person would be dealing with the administration tasks.   If they had just one receptionist, then the person will have to be good at everything – dealing with patients and paper work.   
-------------------------------------------------
To conclude, I would recommend employing two part time staff for the reasons above.
-------------------------------------------------


-------------------------------------------------
Starting a Business
Enterprise: What is business?
A business is an organisation that is set up to provide goods and services to customers.   An entrepreneur is an individual who uses his/her resources and takes a risk to set

up a business.   An entrepreneur may set up a business for many reasons:   to pursue a hobby, to become rich, to be their own boss, to escape a boring job and so on.   A social entrepreneur is some who sets up a business and his/her main aim is not to make a profit but to help others.   Businesses set up by social entrepreneurs are called social enterprises. 

Finding a gap in the market

An entrepreneur may find a gap in the market by market observation and market mapping.   Market observation involves looking at the current market for a product or service and identifying a gap (niche market).   Market mapping involves identifying two attributes of products in the market and then drawing a two dimensional diagram of the products in the market.   For instance, high price/low price against high quality/low quality.

Franchises

A franchise is a business model where a franchisor will sell the right to a franchisee to use the name and the logo of the firm for a fee and a percentage of sales.   There are advantages for the franchisee in that s/he will receive training from the franchisor, advice and help with marketing.   The disadvantages are that a fee has to be paid, along with a share of the sales revenue.   

Business Objectives

All businesses have aims (long term goals) and objectives (clearly defined target for the achievements of the aims).   Aims and objectives give direction, and also enable the business to monitor its progress and see if it has been successful.   The most common aims of businesses are:   sales growth, making a profit, survival (especially if it is a new business), increase market share, customer satisfaction and social objectives (mostly associated with social entrepreneurs).

Business Objectives: measuring success

One way to measure success is to calculate profit.   Put simply, profit is calculated by taking away costs from revenue.   How much you have made take away how much it cost.   Revenue is sometimes referred to as turnover. 



Business Objectives: stakeholders

Stakeholders are individuals or groups of people who are affected by the business.   The main stakeholders in a business might be the owner, employees, customers, local residents, suppliers, managers, banks and so on.   All these stakeholders want the business to be successful but their objectives might be different – employees may want high wages but managers want to keep wages low to make a large profit.

Business Plans

A business plan is a document written by someone who wants to start up a business.   Banks will ask for this document before allowing the person to open a bank account.   The business plan has details of:   aims, objectives, the market, product and service to be provided, competitors, funding and finance, forecasts of sales and profits and so on.   A business plan ensures that a person thinks very carefully about as many things as possible associated with running a successful business.   However, producing a business plan does not guarantee success. 

Business Risks and Uncertainty

Businesses always face risks and uncertainties.   A risk is the potential for loss but rewards in business make it a calculated gamble.   Uncertainty is about not knowing the future or what is going to happen.   To deal with these, businesses can plan and have contingencies – back up plans or plans to respond to the unexpected.   Having a god business plan will allow the entrepreneur to try to deal with future unknowns.

Legal Structure – sole traders and partnerships

When an entrepreneur sets up in business, s/he has to decide on the legal structure – how it is set up.   A sole proprietorship (sole trader) is a business which is owned by one person.   This person has unlimited liability but does get to keep all the profits made by the business.   Unlimited liability affects unincorporated businesses and basically means that if the business goes bankrupt, owing money, then the owner’s personal possessions can be taken away

to for those debts. There are many advantages to being a sole trader – such as, be your own boss, make own decisions etc.   A partnership is a business which can have two to twenty owners.   Partnerships also have unlimited liability, although there are many advantages – such as sharing word load, greater capital and so on.

Legal Structure – limited and unlimited

Incorporation is the process of forming a limited liability company such as a private limited company (ltd).   When a private limited company is formed, the owners (shareholders) have limited liability.   If the business goes bankrupt, owing money, the owners can only lose what they put in.   They cannot be forced to sell off personal possessions to pay off the debts.   The power each shareholder has will be determined by the proportion of share that they own.   Shares in a private limited company can only be sold privately and are not avail able to the general public.

Locating the business

There are many factors which a business will take into account before deciding where to locate.   The main factors are: costs, quality of infrastructure (roads for deliveries, customers, workers), the market (where the customers are) and other factors such as: planning laws, entrepreneur’s choice, and so on.   In recent years, the growth of the internet, e-commerce and mail order has meant that location decisions are far more flexible.   You do not need to be near customers or have good roads.

Exam Type Questions – Starting a Business

-------------------------------------------------
Women on the Move
-------------------------------------------------
May 10 
-------------------------------------------------

-------------------------------------------------

-------------------------------------------------
Emily’s family has just moved house. She noticed that the removal business that helped them to move house used all male employees. She is considering whether there is an opportunity for her and

her friend, Isabella, to start up a local removal business. They could call the business ‘Women on the Move’ and set up as a partnership. It is also possible that one of Isabella’s relatives would lend the two friends some money to buy a suitable van.
-------------------------------------------------

-------------------------------------------------
Questions
-------------------------------------------------

-------------------------------------------------
1. State and explain why Emily might want to set up in business. (2)
-------------------------------------------------
2. State two possible objectives that Emily’s business might have in its first year. (2)
-------------------------------------------------
3. Emily knows that she will need to complete a business plan for her business.   Explain two benefits for Emily of producing a business plan.   (6)
-------------------------------------------------
4. Recommend to Emily whether: (a) she should start up as a sole trader and employ someone, or (b) enter into a partnership with Isabella.
-------------------------------------------------

-------------------------------------------------

-------------------------------------------------
Jewels4All
-------------------------------------------------
Jan 11
-------------------------------------------------

-------------------------------------------------
Darren is thinking of setting up in business to make and sell jewellery. He studied art and design at school and enjoyed making jewellery as part of the course. He has some savings to help him start up in business but he will need some additional finance to buy the equipment that he will need to make the jewellery. His Business Studies teacher had said that he should try and find a gap in the market for his ideas.
-------------------------------------------------

-------------------------------------------------
Darren will need to decide how he will sell the jewellery. His research

shows an increase in online shopping. He is good with computers and is considering making the jewellery at home and selling it over the internet. Alternatively, Darren could rent a stall at the busy weekly craft fair.
-------------------------------------------------

-------------------------------------------------
Questions
-------------------------------------------------

-------------------------------------------------

-------------------------------------------------
1. Explain one reason why it is important for Darren to find out about his potential customers. (2)
-------------------------------------------------
2. State and explain two sections that Darren might include in his business plan. (2)
-------------------------------------------------
3. Darren is considering using market mapping to find a gap in the market.   Explain two possible benefits to Darren of using market mapping.   (6)
-------------------------------------------------
4.   Darren needs to decide whether to sell his jewellery over the internet of from a stall at the busy weekly craft fair.
-------------------------------------------------

-------------------------------------------------
Advise Darren which option is likely to be a better on.   Give reasons for your advice. (9) 
-------------------------------------------------

-------------------------------------------------
Marketing

Market research with limited budgets
A wise entrepreneur will try to find out a little about his/her market and customers before starting up, by carrying out market research.   Market research is the process of finding out about the market, its customers and potential customers.   There are two types of research: primary research and secondary research.   Primary research is information which has not previously existed before and this is often obtained through field research such as interviewing and questionnaires.   Secondary research or desk research relies in gathering

information that already exists, wither in the company, such as sales figures, or externally - perhaps government or trade associations.

Market Research Methods

A business needs to consider what information it wants to collect and the best method before conducting market research.   The main methods of primary research are: questionnaires, interviews, telephone surveys, supplier feedback, customer feedback, focus groups and observation.   The main sources of secondary research are: the business’s own data, internet research, trade publications and government data.   

The Marketing Mix

The marketing mix (4Ps)refers to the business ensuring that it gets the right product to the customer, at the right price, in the right place, and letting the customer know about this though promotion.   Decisions about these will be based on the target market (the group of consumers aimed at by the business) for the product and also the image the business wants to create.   Other factors which affect the marketing mix are the budget that the business has and technology (e.g. online selling).

The Marketing Mix: Product

The product that a business sells is clearly important as it reflects on the business.   Most businesses will have a product range and will try to differentiate their product from their competitors (make it stand out from their rivals).

The Marketing Mix: Price

Setting a price is a balancing act.   If the business sets a high price, it will have fewer customers. If it sets a low price, it might have more customers but may not be able to cover its costs.   When deciding on the price, the business will think about: covering costs, making a profit, competitors prices, setting a low price to enter a market (penetration pricing).

The Marketing Mix: Promotion

The aim of promotion is to make customers aware of your product/s and business, provide information to them and also to build up the brand and image.   Clearly, the method of promotion chosen

will depend on the budget available.   The main methods of promotion available to small businesses are: advertising (e.g. local newspaper), free publicity (e.g. give to charity or invite local celebrity), word-of-mouth, direct mail, personal selling, website, banners and pop-ups on website. The method/s chosen will depend also on the target market.

The Marketing Mix: Place

Place refers to the channels of distribution.   In other words, how the product reaches the customer.   It could go directly from producer to consumer or through intermediaries such as wholesalers and agents.   Using intermediaries makes the final price for the product more expensive because they will add on a profit for themselves.   The nature of “place” has changed in recent years because of the growth in e-commerce.   Customers are able to buy products from anywhere in the world.   

Exam Type Question - Marketing

-------------------------------------------------
Tasty Snacks
-------------------------------------------------
Jun 11
-------------------------------------------------

-------------------------------------------------

-------------------------------------------------

-------------------------------------------------
Jenny is studying for her A-levels. At the same time, she enjoys working part time in a local café in the village where she lives. She has noticed that the prices charged to customers in the café seem to be much higher than the actual costs of making the meals and drinks. She is sure that the owners must be making a good profit. Jenny is now considering whether she should carry on with her studies or whether she should just leave school and set up her own café.
-------------------------------------------------

-------------------------------------------------
Jenny could set up the café in the village where she lives which is in a tourist area. She is also considering a busier but more expensive location such as the shopping centre in the

town near to where she goes to school.
-------------------------------------------------

-------------------------------------------------
A recent advert has caught her attention. It is advertising ‘Franchise opportunities with well known fast food brands’. She would need at least £5000 to take up one of these opportunities. Jenny is unsure whether to set up the café as a sole trader or as a franchise.
-------------------------------------------------

-------------------------------------------------
Questions
-------------------------------------------------

-------------------------------------------------

-------------------------------------------------
1. What is meant by the term “profit”?
-------------------------------------------------
2. Identify two methods of market research and explain how each method might help Jenny to make her business successful. (6)
-------------------------------------------------
3. Jenny is wondering whether to take up the franchise opportunity. Explain one advantage and one disadvantage for Jenny of operating as a franchise. (4)
-------------------------------------------------
4. Explain two methods of promotion that Jenny could use to launch her business.   (4) 
-------------------------------------------------
5. Jenny is unsure where the best place would be to locate her café. She is considering two locations:
-------------------------------------------------

-------------------------------------------------
... the village where she lives
-------------------------------------------------
... the shopping centre in the town near to where she goes to school.
-------------------------------------------------

-------------------------------------------------
Advise Jenny which is likely to be the best option. Give reasons for your advice. (9)

-------------------------------------------------

-------------------------------------------------
Good for Us
-------------------------------------------------
May

10
-------------------------------------------------

-------------------------------------------------

-------------------------------------------------
Good for Us grows organic fruit and vegetables which it has been selling from a local market stall for over five years.
-------------------------------------------------

-------------------------------------------------
Last year it made a good profit but this year its profits have been falling. The prices of Good for Us products are a little more expensive than those of non-organic products. Nearby supermarkets are also now selling a much larger range of organic products.
-------------------------------------------------

-------------------------------------------------
Questions
-------------------------------------------------

-------------------------------------------------

-------------------------------------------------
1. State and explain one method of market research that could help Good for Us. (2)
-------------------------------------------------
2. Explain two reasons why the prices at Good for Us might be a little more expensive than at local supermarkets.   (4)
-------------------------------------------------
3. The owner thinks that an effective marketing mix would help Good for Us.   Recommend how he could use the marketing mix to improve the sales at the market stall.
-------------------------------------------------
Give reasons for your recommendation. (9)
-------------------------------------------------

-------------------------------------------------

-------------------------------------------------
Finance

Finance and Support for Small Businesses

All businesses need money; at start up, for expansion, for covering costs and so on.   Usually, sales revenue is used to pay for day to day needs of the business.   However, there are other sources of finance which a business might use: bank loans, loans from family

and friends, overdrafts, mortgage, trade credit and grants.   Each method has its advantages and disadvantages and a business needs to think very carefully before deciding which source to use.   There are many organisations which provide support for small businesses.   These include High Street Banks (e.g. Barclays, HSBC), government organisations (e.g. Businesslink) and charitable organisation (e.g. Prince’s Trust).

Financial Terms and Basic Financial Calculations

Business owners want to know if their business is covering its costs and making a profit.   Profit is simply the difference between revenue (or income or turnover) and costs.   That is: profit equals revenue minus costs.   

Cash Flow and Survival

Cash flow is a measure of the money coming in (cash inflow) and money going out (cash outflow) of a business.   It is not the same as profit.   A cash flow forecast is a document which allows a business to see it cash inflows (e.g. sales income, loans) and cash outflows (e.g. raw materials, wages, bills etc.) and identify where there may be cash flow problems – i.e. cash outflows being greater than cash inflows. This allows the business to prepare and possibly avoid a cash flow crisis.   

Using Cash Flow Forecasts

A cash flow forecast will show cash in/receipts, cash out/payments, opening balance and closing balance for each month.   If calculations show that there will be a problem, a small business many options: it could delay payments to suppliers, encourage customers to pay early, get a loan or overdraft, and maybe make cutbacks to reduce costs.

Exam Type Questions - Finance

-------------------------------------------------
Atkins Ltd
-------------------------------------------------
Jan 11
-------------------------------------------------

-------------------------------------------------
Atkins Ltd is a successful ‘well-established’ small family business. It produces expensive hand-made luxury chocolates which are sold by upmarket

shop throughout the country. Customers are prepared to pay the high price for the chocolates as they are of a high quality. 
-------------------------------------------------

-------------------------------------------------
Over the past six months, there has been increased competition from supermarkets which are selling their own brands of luxury chocolates cheaper than Atkins Ltd.
-------------------------------------------------

-------------------------------------------------

-------------------------------------------------

-------------------------------------------------

-------------------------------------------------
In order to compete with the supermarkets, Atkins Ltd is considering buying cheaper ingredients for its chocolates. One of the directors has suggested that they introduce new technology into the production process. This would mean taking out a loan to pay for the new machinery which would cost £70 000 per month over two years. This would, however, enable the company to reduce the size of the workforce and to reduce its staff and other costs by a half. 
-------------------------------------------------

-------------------------------------------------
Questions
-------------------------------------------------

-------------------------------------------------

-------------------------------------------------
1. State and explain one drawback of using a loan as a source of finance. (2) 
-------------------------------------------------
2. Using the data in Figure 1, calculate the profit or loss made by Atkins Ltd in November 2010.   SHOW YOUR WORKINGS. (3)
-------------------------------------------------
3.   Explain why the profit or loss made in November 2010 has changed from the £50 000 profit made in November 2009.
-------------------------------------------------
4.   In order to increase its profits, Atkins Ltd is considering either:
-------------------------------------------------

-------------------------------------------------
●

buying cheaper ingredients for its chocolates
-------------------------------------------------
● introducing the use of new technology into the production process.
-------------------------------------------------

-------------------------------------------------
Recommend which action the company should take in order to increase its profits.
-------------------------------------------------
Give reasons for your recommendation. (9)
-------------------------------------------------

-------------------------------------------------
The Toy Story
-------------------------------------------------
Unit 13 – Jun 2011
-------------------------------------------------

-------------------------------------------------
When Fernando discovered that his local toy shop, The Toy Story, was up for sale, he took the chance to take on the challenge of turning round a failing local business. He always remembered The Toy Story for the personalised hand-made toys that it used to sell.
-------------------------------------------------

-------------------------------------------------
Once he had bought the shop, the problems soon became clear. 
-------------------------------------------------

-------------------------------------------------
... The previous owner had refused to sell any electronic toys.
-------------------------------------------------
... Many locals never went inside the shop, claiming that they did not even know there was a toy shop on the High Street.
-------------------------------------------------
... As the shop was so small, Fernando found that his suppliers charged him high prices for his stock.
-------------------------------------------------

-------------------------------------------------
Fernando wanted to spend his time making wooden toys that he could sell in the shop. He would need an assistant to help him manage the business. Fernando was not convinced 

that the current part-time employee could be a successful assistant manager. He, therefore, chose to recruit externally.
-------------------------------------------------

-------------------------------------------------
The previous owner had produced a cash-flow forecast which Fernando studied with great concern. An extract is shown below.
-------------------------------------------------

-------------------------------------------------
All figures are in £s.
-------------------------------------------------
Brackets show negative figures.
-------------------------------------------------

-------------------------------------------------
Questions
-------------------------------------------------

-------------------------------------------------
1. State and explain one reason why it is important for Fernando to make a profit. (2)
-------------------------------------------------
2.Explain two sources of finance that Fernando might have used to purchase the The Toy Story Shop.   (4)
-------------------------------------------------
3. The cash-flow forecast worried Fernando. Explain two problems shown by the cash-flow forecast. (6)
-------------------------------------------------
4. Fernando is thinking about changing the marketing mix to increase sales. He is considering:
-------------------------------------------------
... cutting prices
-------------------------------------------------
... spending more money on promotion
-------------------------------------------------
... selling a small range of electronic toys
-------------------------------------------------

-------------------------------------------------
Using Items B and C, recommend how the marketing mix should be changed in order to increase sales. Justify your recommendation. (9)
-------------------------------------------------

-------------------------------------------------
People in business

People in Business: Recruiting

Businesses need

employees (workers) in the production process.   Businesses may need to recruit workers for many reasons: someone has retired, got a promotion, or has been dismissed.   Once a decision has been made to recruit, the business will need to decide whether it needs a full time or a part time employee.   Both have their advantages and disadvantages. It has to decide whether there is someone already in the business who could do the job (internal recruitment) or whether someone from outside needed to be appointed (external recruitment.)   Once these have been decided, the business needs to ensure that it appoints the right person.   They can increase their chances of doing this by going though the following stages: produce job description, a person specification, advertising the job vacancy, short listing the candidates, and interviewing.   

People in Business: Rewarding Employees

Employees rarely work for nothing! They will need rewarding for their efforts.   The amount that an employee is paid will depend on: the skills needed for the job, experience of the worker and how much other firms are paying.   In addition, to a wage or salary, a business may also offer other monetary and non-monetary rewards to retain the worker.   Other monetary rewards may include a pension or a bonus.   Non-monetary rewards (also called fringe benefits) may include fringe benefits such as a company car, parking space, medical insurance and so on.

Motivating Staff

A motivated worker will work hard and do well for a business.   A worker lacking motivation might be absent, produce poor quality goods and create a bad working atmosphere. To motivate staff, a business could use monetary techniques (such as a bonus or commission).   They could also use non-monetary techniques such as training and offering responsibility.   Both of these may motivate an employee because they offer an opportunity to progress.

Protecting Staff Through Legislation

Many laws exist protect employees at work. 

The main laws are: Equal Pay Act for men and women, Minimum Wage Act, Discrimination legislation (sex, race, disability, age, sexuality), employment rights (maternity leave, sick pay, holidays) and health and safety at work act.   If businesses are found to be in breach of these, they could be punished with heavy fines.

Exam Type Questions – People in Business
-------------------------------------------------
Hospital Charity Shop
-------------------------------------------------
Jan 11
-------------------------------------------------

-------------------------------------------------
Two years ago, St Joseph’s hospital set up a charity shop to raise funds to provide equipment for ‘chill-out’ areas for teenagers who have to stay in the hospital. It decided to open the shop in the town centre near to where the hospital is located. 
-------------------------------------------------

-------------------------------------------------
The charity shop is staffed by a paid manager and a large number of unpaid part-time volunteers. The volunteers often do not have all of the skills needed to be good shop workers. For this reason the shop and the window display are often not very well laid out. Also, many volunteers stay for only a few weeks as they are often unclear about what needs to be done and do not feel valued by the manager. 
-------------------------------------------------

-------------------------------------------------
The charity shop only sells clothes. The stock room is untidy as it is full of poor quality clothes that are not selling very quickly. The manager is thinking about also selling books and CDs.
-------------------------------------------------

-------------------------------------------------
Questions
-------------------------------------------------

-------------------------------------------------

-------------------------------------------------
1. State and explain one benefit for the charity shop of using

part time staff. (2)
-------------------------------------------------
2. Explain why the charity uses volunteers in the shop and not paid workers. (3) 
-------------------------------------------------
3. Many of the volunteers who work in the charity shop stay for only a few weeks. The volunteers are not paid to work in the shop and so are not motivated by the level of their wages. Explain two other ways in which the manager of the charity shop could motivate the staff so that they will carry on working at the shop. (4)
-------------------------------------------------
4. St Joseph’s hospital wants to open another branch of the charity shop in a nearby hospital.   They are considering two options:
-------------------------------------------------

-------------------------------------------------
... using the same manager to run both branches
-------------------------------------------------
... employing another manager
-------------------------------------------------

-------------------------------------------------
Recommend your preferred option, giving reasons. (9)
-------------------------------------------------

-------------------------------------------------
A to Z Frames
-------------------------------------------------
Jun 11
-------------------------------------------------

-------------------------------------------------
A to Z Frames has been a successful small business for over fifty years. It makes a large number of three different sizes of picture frame which it sells to local gift shops. It also operates a framing service for pictures of any size, with a range of quality frames available. This service is popular with artists as well as photographers. 
-------------------------------------------------

-------------------------------------------------
A to Z Frames uses batch production for the frames that it sells to the local gift shops and job production for the framing service.
-------------------------------------------------

-------------------------------------------------
A

to Z Frames has five skilled and highly paid employees who have worked at the company for many years. It does, however, have one vacancy. The company is also facing competition from cheaper imported frames and is considering how it can reduce its costs. One idea is to pay the workers on the basis of how many frames they make. This might also improve the workers’ motivation which is currently poor.
-------------------------------------------------

-------------------------------------------------
Questions
-------------------------------------------------

-------------------------------------------------

-------------------------------------------------
1. Explain two possible reasons why A to Z Frames has highly paid workers. (4)
-------------------------------------------------
2. Explain two possible ways that A to Z Frames could advertise their vacancy. (4)
-------------------------------------------------
3. Explain the importance of two pieces of legislation that A to Z Frames should be aware of when advertising their vacancy. (6)
-------------------------------------------------
4. A to Z Frames needs to lower its costs because of the competition from imports. It is considering whether it can reduce its costs by paying the workers on the basis of how many frames they make. 
-------------------------------------------------
Discuss whether or not changing the way it pays its workers would be the best way of reducing costs. (9)
-------------------------------------------------

-------------------------------------------------
Operations management
Production Methods

Production means using resources to make goods and services.   Two methods of production which businesses can use are job production and batch production.   Job production involves producing one item at a time – usually for a specific order.   (Wedding dresses or bridges are examples.)

The work on the next product is not started until the current one is complete.   Batch production involves producing a limited number of goods and in stages.   (Bread is an example).   Both methods have their advantages and disadvantages.

Operational Efficiency

Operational efficiency refers to producing goods and services to an acceptable standard with as few resources as possible to keep costs per unit low.   Being operationally efficient means that the business can charge a lower price than rivals to give it a competitive advantage.   To become more efficient, a business could: use more efficient machinery, motivate its staff, minimise waste and use faster production methods, e.g. using specialisation.

Production Technology

Technology can make production cheaper and more efficient.   The main types of technology used in businesses are: robots (programmable machine), computerised stock-control programs (which keeps accurate records of items in stock, items sold and items needing replacing), communications technology (such as the internet, email and intranet), design technology (such as computer aided manufacturing   - CAM, and Computer Aided Design – CAD).   There are many benefits and possible drawbacks of using new technology.

Production and Quality 

The quality of a product is relative as it depends on the product’s price and the expectations of the customer.   A quality product or service is one that meets the customer’s expectations and is therefore “fit for purpose”.   Customer expectation is the minimum quality standard for a product or service that is acceptable to consumers.   High quality increases the chances of repeat custom and people may be prepared to pay higher prices.   Quality can be achieved by improving the production method to get the product right during the production process and not just inspecting it at the end.   The entire workforce has to be involved.

Customer Service

Customer service is about providing services to customers

before, during and after purchase to standards that meet their expectations.   Good customer service can be provided by: helping customer before they buy, help customers learn how to use the product when they are buying, and then providing good after sales service – how to set up and use the product.   Good customer service will ensure repeat custom, loyal customers, fewer complaints and motivated staff. 

Consumer Protection

Customers are protected by law when they buy goods and services.   The main laws are: sale of Goods Act and the Supply of Services Acts, Consumer Protection Act, Competition Act, Consumer Protection (distant selling) and Consumer Protection from Unfair Trading Regulations.   Consumer protection laws are good for customers and try to ensure that they are not exploited.   For businesses, breaking these laws may lead to heavy fines and possibly bad publicity.

Impact of ICT on Customer Service

The internet and e-commerce has had a huge impact on customers and the services that they receive.   There are many benefits and limitations for both customers and businesses.   In addition the internet allows access to global markets – that is, the potential to buy and sell anywhere in the world.   Again, there are many advantages and disadvantages of this.

Exam Type Questions – Operations Management
-------------------------------------------------
A to Z Frames
-------------------------------------------------
Jun 11
-------------------------------------------------

-------------------------------------------------
A to Z Frames has been a successful small business for over fifty years. It makes a large number of three different sizes of picture frame which it sells to local gift shops. It also operates a framing service for pictures of any size, with a range of quality frames available. This service is popular with artists as well as photographers.
-------------------------------------------------

-------------------------------------------------
A

to Z Frames uses batch production for the frames that it sells to the local gift shops and job production for the framing service.
-------------------------------------------------

-------------------------------------------------
A to Z Frames has five skilled and highly paid employees who have worked at the company for many years. It does, however, have one vacancy. The company is also facing competition from cheaper imported frames and is considering how it can reduce its costs. One idea is to pay the workers on the basis of how many frames they make. This might also improve the workers’ motivation which is currently poor.
-------------------------------------------------

-------------------------------------------------
Questions
-------------------------------------------------

-------------------------------------------------

-------------------------------------------------
1. State two features of job production. (2)
-------------------------------------------------
2. State and explain two features of batch production. (4)
-------------------------------------------------
3. Explain one benefit to A to Z Frames of using batch production for the frames that it sells to the local gift shops. (3)
-------------------------------------------------
4. Explain two reasons why providing good customer service is important for A to Z Frames. (4)
-------------------------------------------------
5. A to Z Frames is considering setting up a website to help promote the business.   Recommend two features that this website should have, explaining your reasons. (9)
-------------------------------------------------

-------------------------------------------------
Expresso Printing Ltd 
-------------------------------------------------
May 10
-------------------------------------------------

-------------------------------------------------

-------------------------------------------------
Expresso Printing

Ltd is a small family business based in a unit on an industrial estate. They produce leaflets, newsletters, posters and other printed items. 
-------------------------------------------------

-------------------------------------------------
Expresso Printing Ltd is considering buying a new computerised colour printer and taking on two new employees to help to increase sales. Expresso Printing Ltd is also aware that the market is becoming far more competitive. Its business customers are cutting back on their spending on advertising and Expresso Printing Ltd has many rivals offering similar services.
-------------------------------------------------

-------------------------------------------------
Questions
-------------------------------------------------

-------------------------------------------------

-------------------------------------------------
1. State and explain one reason why Expresso Printing Ltd will needs to be operationally efficient. (2)
-------------------------------------------------
2.   Explain why it is important for Expresso Printing Ltd to have a high quality product. (3)
-------------------------------------------------
3. Expresso Printing Ltd is aware that, to remain competitive, it needs to introduce more technology into its production process by buying a new computerised colour printer. The new printer would produce high quality colour posters and leaflets more cheaply which would allow Expresso Printing Ltd to reduce its prices. The new printer would cost a very large sum of money and would double the amount of the loan that Expresso Printing Ltd has with the bank. It would, however, be cheaper to run than the company’s present printer. 
-------------------------------------------------
4. Using the information in the case study and the text above, advise Expresso Printing Ltd on whether it should purchase the machine. Give reasons for your advice.
------------------------------------------------
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