
Chapter	1-	enterprise	and	business	functions	
	
Enterprise-	“the	skills	and	abilities	to	take	risks	and	create	profits”.	“The	creation	of	a	
business	to	meet	the	needs	and	wants	of	customers”	
Entrepreneur-	“a	person	who	organises	operates	and	assumes	the	risk	(probability	that	
things	might	not	go	well,	loose	investment)	for.”	“a	business	ventures	a	person	who	takes	
the	risk	in	starting	a	new	business”-Take	calculated	risks		
Downsides	of	being	an	entrepreneur:	hard	work,	financial,	higher	stress	levels,	can't	blame	
others	when	things	go	wrong.	
Why	is	enterprise	important	to	the	UK	economy?		
-creates	jobs		
-stimulates	innovation		
-encourage	competition	in	markets		
-pay	taxes	UN	profits	and	uncollected	taxes	for	government		
-profits	
-capital	gains	
Characteristics	of	an	entrepreneur:	
-passionate		
-energetic		
-	driven		
-calculated	risk	takers		
-resilient		
-focused		
Business-An	organisation	that	exists	to	provide	goods	and	services	on	a	commercial	basis	to	
customers	-goods	or	physical	products	-services	are	intangible	e.g.,	dental	services			
Start-up-A	new	business	enterprise	formed	by	one	or	more	entrepreneurs.	
Opportunity	cost	-the	cost	of	missing	out	on	the	next	best	alternative	-entrepreneurs	have	
to	take	decisions	every	decision	involves	opportunity	cost	-so	a	decision	to	take	one	action	
means	that	an	alternative	choice	is	missed.	
Factors	of	production	-the	inputs	that	are	used	in	the	production	of	goods	or	services	they	
are	land,	labour,	capital,	and	enterprise.	
Chain	of	production	-stages	that	a	product	passes	through	until	it	reaches	the	final	
consumer.	
	
Chapter	2:	business	sectors	and	types	of	business	
	
Primary	sector-	extraction	of	natural	resources	e.g.,	mining	and	farming.	
Secondary	sector	-production	of	finished	goods	and	components	e.g.,	manufacturing.			
Tertiary	sector-	providing	services	to	consumers	and	businesses	e.g.,	personal	services	and	
retailing.	
Quaternary	sector	-providing	information	and	ICT	e.g.,	data	processing	and	financial	
services.	
Deindustrialisation-The	decline	in	the	size	of	the	secondary	sector	of	the	economy		
Added	value	-what	are	business	achieved	by	ensuring	that	the	price	of	the	finished	goods	or	
services	in	excess	of	the	costs	and	inputs.	Adding	value	means	that	a	business	can	sell	the	
product	at	a	price	that	is	higher	than	the	cost	of	producing	it.	
Constraints	on	a	business-environment	,competition,	legislation	and	the	economy		
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Ansoff	matrix	–	is	a	strategic	tour	used	to	have	a	business	that	wishes	to	grow	–	the	matrix	
looks	at	the	businesses	market	in	
terms	of	existing	a	new	product	and	
existing	and	new	market	
opportunities–	Identifies	for	
possible	strategies	for	growth.		
- Market	penetration	where	the	
firm	tries	to	some	more	of	his	
existing	product	in	its	existing	
market.	
- Product	development	changes	are	
made	to	be	consistent	product	that	
it	continues	to	sell	in	the	same	
market.	
- Market	development	involves	

selling	the	existing	product	in	a	new	market	segment.	
- Diversification	until	selling	a	new	product	in	a	new	market	which	is	a	high	risk	strategy	

for	any	business	
	

Chapter	12:	decision	trees	
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- Many	nationalised	industries	like	electricity	supply	were	natural	monopolies-new	
suppliers	would	not	be	of	interest	to	the	general	public	

- Private	sector	businesses	will	not	trade	in	unprofitable	areas,	leading	to	a	variation	in	
provision	across	the	country.	

The	process	of	privatisation	was	also	accompanied	by	that	of	deregulation	in	a	number	of	
sectors	of	the	economy	during	the	1980s.	

Labour	market:	

- Go	have	shifted	their	intervention	in	labour	markets	from	demand	to	the	supply	side-
used	measures	to	encourage	an	increase	in	the	number	of	people	entering	a	market		
and	improve	skills	and	quality	of	labour.	-less	likely	to	have	an	adverse	economic	
effect	that	may	come	with	demand	management.	

Ethical	issues:	

- Concerned	with	judgements	about	what	is	the	right	or	wrong	thing	to	do	in	a	particular	
situation.	

The	ethical	issues	that	may	affect	a	business:	
- Treating	workers	well	and	paying	a	living	wage	
- Not	harming	the	environment	through	actions	of	the	business		
- Behaving	responsibly	towards	all	stakeholders		
- Working	with	the	community	through	sponsorship	or	charity	work	
- Not	discriminating	in	any	way		

Benefits	of	ethical	behaviour:	
- Attract	new	customers	to	the	business	
- Attract	new	and	better	quality	employees	
- Encourage	employees	to	stay	with	a	business	
- Encourage	investment	
- Create	positive	publicity	
- Result	in	increased	sales	and	profits	

	
Corporate	Social	Responsibility-includes	the	wider	responsibility	of	the	business	to	other	
stakeholders	and	society-	it	stems	from	a	recognition	of	the	fact	that	businesses	are	no	
longer	solely	judged	on	its	ability	to	deliver	the	good	or	service	but	the	manner	of	the	
delivery	is	increasingly	important.	

Businesses	need	to	be	aware	of	the	wider	concerns	of	the	general	public	and	of	their	impact	
on	society	and	the	environment.	Bad	publicity	in	any	area	can	bring	a	business	to	its	knees.	

Businesses	must	consider	their	corporate	responsibility	in	a	number	of	different	areas:	

- Environment	and	ethical	issues-	as	publicity	about	global	warming,	pollution	and	other	
environmental	issues	are	increasing,	businesses	have	to	respond	to	the	demands	of	
society	and	government	to	play	their	part	in	these	areas	e.g	supermarkets	trying	to	
reduce	use	of	plastic	bags	by	charging	for	them.	

- Charity	and	fundraising-most	large	businesses	are	now	involved	in	a	charitable	and	
community	work	to	raise	their	profile.	

23 of 87



- Financial	accounting-	concentrates	on	the	assets,	profits,	and	levels	of	cash	within	the	
business.-to	satisfy	the	external	stakeholders	of	the	business.	

- Management	accounting-concentrates	on	the	internal	financial	accounts,	allowing	the	
business	to	monitor	and	evaluate	its	performance-enables	the	business	to	set	targets	
and	thus	achieve	its	objectives.	

Principles	of	accounting:	
- Consistency-all	accounts	will	be	produced	in	the	same	way-so	any	person	using	the	

accounts	can	be	confident	that	the	information	within	the	accounts	is	most	likely	to	
be	accurate.	

- Going	concern	-assumes	the	business	is	operating	as	normal	and	that	there	is	no	
reason	not	to	expect	it	to	operate	as	normal	in	the	foreseeable	future.-different	set	
of	rules	apply	if	the	business	is	put	into	administration	or	liquidated.	

- Matching	-the	dates	used	to	record	financial	transactions	are	those	when	the	
transactions	occurred	and	not	when	the	actual	payment	was	made.	

- Materiality	-accounting	is	concerned	with	the	bigger	picture-calculating	the	value	of	
the	business	requires	a	realistic	figure	to	be	reached	-a	business	would	not	spend	
time	calculating	every	asset	that	is	of	small	or	no	value	as	it	would	not	make	a	big	
difference	to	the	total.	

- Objectivity	-accounts	must	be	realistic	and	therefore	be	based	on	facts	not	opinions	
and	guesses.-to	avoid	false	statements	or	values.	

- Prudence(conservatism)	-not	overstating	the	financial	situation-principles	states	that	
its	right	to	understate	the	level	of	profits	and	overstate	the	level	of	losses.	

- Realisation	-takes	place	when	the	legal	ownership	changes	hands	and	not	when	
payment	is	made.-goods	and	services	are	‘realised’(become	the	property	of	the	
owner)	when		any	legal	entitlement	id	exchanged.	

Generally	Accepted	Accountancy	Practice(GAAP):	
- Is	a	framework	of	accounting	rules	and	principles.	
- Stakeholders	will	often	view	the	accounts	of	any	given	business	in	order	to	make	

decisions	to	invest,	check	progress	of	a	business’s	performance	-GAAP	allows	
stakeholders	to	make	comparisons	on	the	basis	that	the	business	all	use	the	same	
set	of	principles	in	the	manner	in	which	accounts	are	formulated	and	presented.	

	
Chapter	26:costs,	revenue	and	profit	
	
To	make	a	revenue	a	business	has	to	ensure	that	its	revenue	exceeds	its	costs.	
Careful	control	of	costs	is	essential	if	the	business	is	operating	in	a	competitive	market	
where	it	is	not	easy	to	alter	prices.	
Fixed	Costs-costs	do	not	vary	with	the	level	of	output	e.g.	the	factory/machinery	
Overheads/	indirect	costs-costs	that	can	not	be	attributed	to	a	particular	unit	of	output.	
Stepped	fixed	costs-fixed	in	the	short	term	
Direct	costs-that	are	directly	attributable	to	a	unit	output(raw	materials)	
Variable	costs-costs	that	change	in	proportion	to	the	level	of	goods	or	services	a	business	
produces.	
Total	cost=fixed	costs+variable	costs	
Unit	cost=total	costs/output	
Marginal	cost=the	cost	of	producing	one	extra	unit	
Opportunity	cost-what	a	business	could	have	spent	their	money	on.	
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- Inventory	–	stock/	unfinished	goods	
- Trade	and	other	receivables	(debtors)	
- Cash	

Bad	debts:	
- Not	all	debtors	will	pay	and	this	is	kmown	as	bad	debt	
- Important	a	business	makes	allowances	for	such	bad	debts		
- Allowance	method-calculated	by	taking	the	figure	as	a	percentage	of	the	

receivables(debtors)-a	business	will	look	at	its	records	and	take	an	average	
percentage	of	bad	debt.	

- Ageing	method-assumes	in	a	simplistic	manner	that	the	longer	an	account	is	overdue	
the	more	likely	it	will	not	be	paid	at	all.	

- Credit	sales-used	to	assess	the	likely	level	of	bad	debts	based	on	the	historical	records	
of	a	business.	

Liabilities:	
- Current	liabilities-negatives	on	the	statement	
- Overdraft	
- Short-term	loan	
- Trade	and	other	payables(creditors)-suppliers	
- Net-current	assets(working	capital)	
- Non-current(long-term)	liabilities	

Net	Assets=total	assets(current+non-current	assets)-	Current	liabilities-	Non-current	
liabilities	
Shareholders’	equity	or	total	equity-	this	is	the	value	of	funds	tied	up	in	the	business-shares-
retained	profit.	

- Ordinary	shares-	show	ownership	of	the	business	
- Preference	shares-	have	priority	over	ordinary	shares	when	profits	are	distributed.	

Reserves	and	retained	earnings-the	money	that	has	been	retained	in	the	business	in	order	
to	help	it	grow	rather	than	being	distributed	to	the	shareholders.	
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motivation(as	they	feel	that	their	view	counts)-better	communication	(between	
managers	and	employees)-	improved	quality	of	decision	making(important	as	
employees	must	agree	to	the	change	and	accept	it)-complying	with	the	
law(consultation	is	now	a	legal	requirement	for	many	issues	regarding	employees-
redundancy)-	these	factors	can	impact	positively	on	productivity	and	costs	

- Strategic	benefits	of	participation-	reduced	labour	turnover	and	thus	reduced	
recruitment	cost-fewer	days	lost	due	to	illness/or	work	related	injuries-minimising	
lost	output-the	ability	to	manage	change	more	effectively	thus	giving	the	business	a	
competitive	advantage	in	a	changing	environment.	

- Quality	circles-	regular	short	meetings	of	a	group	of	employees	during	working	hours	–
objective	is	to	discuss	and	resolve	work	related	problems—managers	can	gain	
awareness	of	employee	issues.	

- Works	councils-	formal	meeting	of	managers	and	employees	in	a	particular	factory	to	
discuss	pay	and	working	conditions	or	grievances	and	negotiate	on	issues	such	as	
changes	in	working	practices.	There	is	a	legal	requirement	for	large	multinational	
companies	operating	in	the	EU	to	set	up	an	EWC.	

- Consultation	was	defined	as	the	exchange	of	views	and	establishment	of	dialogue	
between	employees’,	representatives	and	management.		

- European	Works	Councils(EWCs)	give	employees	the	right	to	information	and	
consultation	on	their	company’s	decisions.		

- Employees	as	shareholders	-if	employees	are	encouraged	to	buy	shares	or	are	given	
them	as	a	bonus	or	a	reward	for	long	service	this	can	be	seen	as	a	form	of	
participation	–annual	meeting	–opportunity	to	participate	is	restricted	–easily	be	
outvoted-however	it	may	assist	with	motivation	

- Consultation	in	action	depends	on	–whether	or	not	the	consultation	is	genuine	
(employees	views	are	listened	to	–	if	the	process	of	consultation	is	driven	from	the	
top-employees	accepting	that	their	views	will	not	always	be	accepted	or	acted	upon	
–whether	either	side	tries	to	score	points	off	the	other-confrontation	

- Costs	to	a	business	of	recognising	a	union-if	accepted	they	will	press	for	better	wages	
and	conditions-higher	costs	reducing	business	profits(a	fall	in	dividends-	maybe	a	rise	
in	prices	for	consumers		-slower	decision	making-only	if	the	gains	to	the	employees	
result	in	greater	productivity	and	profitability	in	the	long	term	will	recognition	be	
beneficial	to	all	stakeholders	

- Industrial	action-the	measures	that	can	be	taken	by	a	union	to	put	pressure	on	
management	over	a	decision	that	has	been	made	or	is	about	to	be	made-failure	to	
resolve	a	dispute	can	lead	to	–strike	action(disrupts	the	business	ability	to	fulfil	its	
contracts)-	work	to	rule(they	start	abd	stop	work	at	exactly	the	stated	time	with	no	
goodwill	so	no	extra	few	minutes)-	refusal	to	work	overtime(refusal	to	work	extra	
hours	in	excess	–impacts	business’s	ability	to	meet	customer	requirements.	

- ACAS(Advisory,	Conciliation	and	Arbitration	Service)	-to	avoid	conflict	between	
management	and	employees,	unions	and	managers	must	follow	ACAS	guidelines-
covers	all	aspects	of	workplace	life-gives	impartial	advice	and	guidance	on	how	to	
improve	employer/employee	relations.	->mediation	-a	way	of	sorting	out	
disagreements	and	disputes	without	having	to	go	to	court,	mediator	seeks	to	
persuade	them	to	reach	an	agreement,	process	has	to	be	voluntary	otherwise	
dispute	would	end	or	escalate-arbitration->usually	only	available	for	serious	matters	
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- Wholesalers-	job	of	wholesalers	in	the	distribution	chain	is	to	‘break	bulk’-	wholesalers	
buy	from	manufacturers	in	large	volume,	then	break	down	what	they	buy	into	
smaller	units.(corner	shops)-	move	goods	around	the	country	using	their	own	
network,	reducing	costs	and	valuable	time	-	storage	facilities	for	range	of	products	
they	supply-	offer	choice	to	retailer.	

- Retailers-	responsible	for	the	final	part	of	the	distribution	chain-selling	the	final	
product	to	the	consumer.(	small	shop	in	a	village/chain	stores	like	Tesco)	

- Agents-	work	in	several	sectors	of	the	distribution	network-	role	is	to	negotiate	
between	buyers	and	sellers.	

Reasons	for	changes	in	distribution:	
- Size	of	the	business	has	grown-	need	larger	quantities	from	manufacturers	
- Location	
- Stage	of	the	product	life	cycle	

New	technology	has	meant	that	in	some	sectors	of	the	economy	traditional	methods	of	
distribution	has	changed	completely.	
Physical	distribution	is	how	a	business	physically	transport	product	–	the	most	popular	was	a	
road	and	a	transport	but	there	are	environmental	concerns.	Choosing	real	or	road	transport	
will	depend	on	the	need	for	freshness	size	and	how	regular	deliveries	need	to	be.	
Service	marketing:	
-this	sort	of	knowledge	is	increasingly	being	used	to	distribute	services	such	as	airline	
cinemas	and	banks	use	digital	methods	to	promote	their	service.	
	
Chapter	57:promotion	
	
Promotion-	is	a	collection	of	techniques	used	to	inform	and	persuade	potential	consumers	
to	buy	a	product	or	service	that	meets	their	needs-	integral	part	of	the	marketing	process-A	
promotion	mix	is	a	combination	of	promotional	methods	that	best	suits	the	firm,	its	budget	
and	the	product	or	service	they	are	selling.	
Purpose	of	promotion:	

- Inform	consumers	or	raise	awareness	
- Increase	sales	
- Enhance	the	reputation	and	image	of	the	business	
- Encourage	brand	loyalty	

‘Above	the	line’	promotion-	uses	media	where	there	is	no	direct	contact	with	the	potential	
consumer-the	business	has	no	control	over	the	media	involved.	E.g.,	television,	cinema,	
magazines,	radio,	sponsorship	and	newspaper.	
‘Below	the	line’	marketing-uses	the	type	of	media	where	the	business	can	directly	contact	
the	potential	consumer-	It	can	also	have	some	influence	and	control	of	the	media	used.	E.g.,	
Sales	promotion,	email,	customer	publications,	packaging,	direct	marketing,	digital	
marketing,	personal	selling,	and	merchandising.	
Publicity	–	any	form	of	free	promotion	for	the	business	–	it	could	be	a	picture	of	a	sponsored	
boy's	football	team	in	the	local	people	it	may	be	negative	publicity	on	a	consumer	affairs	
programme	about	product	fault.	
Key	factors	influencing	promotions:	

- What	stage	the	product	is	in	the	product	life-cycle	
- How	much	competitive	intensity	there	is	in	the	market	
- Marketing	objectives	and	budget	
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Critical	path-is	where,	in	a	given	node,	the	
EST	(Earliest	Start	Times)	and	the	LFT	(Latest	
Finish	Times)	are	the	same.	This	means	that	
for	these	activities,	any	delay	will	affect	the	
length	of	the	whole	project	and	is	therefore	a	
serious	issue.	The	route	of	the	critical	path	is	
marked	with	parallel	lines	on	the	activity.	The	
route	of	the	critical	path	is	marked	with	
parallel	lines	on	the	activity.	
Dummy	activity-	is	one	that	has	no	significant	
time	but	is	an	essential	link	between	other	
activities	because	it	has	no	real	time	factor,	it	
is	marked	with	a	dotted	line.	
Floats-shows	how	much	time	and	activity	
may	over	run/be	delayed	before	it	has	an	
effect	on	either	the	next	activity	or	the	
project	as	a	whole	–	there	are	two	types	of	
float;	a	total	float	and	a	free	float.	

Total	float	represents	the	longest	time	which	any	activity	start	may	be	delayed	without	
affecting	the	length	of	the	project	as	a	whole	–	this	is	the	most	serious	type	of	delay	as	a	
delay	in	the	overall	finishing	time	of	the	project	may	mean	the	additional	costs	are	incurred	
or	a	penalty	fee	may	need	to	be	paid	to	the	customer.	
Total	float	=LFD	of	an	activity-	duration	of	activity-	EST	of	an	activity	
Free	Float	refers	to	the	effect	upon	the	next	activity	and	not	the	project	as	a	whole;	
consequently	any	such	delays	are	not	as	serious.	
Free	float=EST	of	the	next	activity	–	duration	of	the	activity	–	EST	at	the	start	of	the	activity	
A	Gantt	chart	is	a	graphical	representation	of	the	order	and	duration	of	given	to	us	within	a	
project	–	it	is	a	simple	and	useful	tool	for	planning	and	monitoring	progress	of	a	project.	

Benefits	of	CPA	(Critical	Path	Analysis)	 Limitations	of	CPA	
-	Simplistic	visual	form	of	communication	to	show	the	order	
and	timing	of	activities	
-Offered	a	simple	method	to	calculate	the	shortest	time	in	
which	to	complete	the	project	
-Gives	a	method	to	identify	the	activities	which	are	critical	
-Knowing	the	EST	allows	for	supplies	to	be	delivered	just-in-
time	
-It	helps	a	business	to	see	when	finance	will	be	needed	to	
ensure	that	supplies	are	ready	for	any	given	activity	
-CPA	allows	management	to	see	the	consequences	of	
potential	delays	
	

- The	value	of	CPA	depends	upon	the	accuracy	
of	the	activity	times	

- I	think	that	some	activities	are	critical	main	
courage	of	reduction	in	quality	in	order	to	
complete	activity	on	time	

- CPA	only	considers	the	timings	of	activities	but	
does	not	consider	any	of	the	cost	
implications	

	
Benefits	of	Gannt	chart	 Limitations	of	Gannt	chart	
-Simplistic	visual	representation	of	a	project	
-Easy	to	use	for	monitoring	progress	of	a	business	
-You	can	see	at	a	glance	what	activity	should	be	taking	
place	at	any	given	moment	in	time	

-It	cannot	allow	the	user	to	see	which	activities	are	
critical	
-It	does	not	allow	the	user	to	see	a	glance	at	the	ESTs	
(Earliest	Start	Times)	and	LFTs	(Latest	Finish	Times)	
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Distribution	management	–	the	process	of	
managing	the	movement	of	goods	to	the	
point	of	sale	–	include	activities	such	as	stock	
control,	warehousing	and	transportation.	
	
Chapter	70:internal	and	external	quality	

standards	
	
What	is	quality?	Quality	is	concerned	with:	

- The	reliability	of	the	product	
- The	design	of	the	product	
- Ensuring	that	the	product	is	properly	checked	well	in	production	and	not	only	when	

completed	
Quality	includes	ensuring	that	the	product	is	fit	for	purpose	and	is	safe	to	use,	will	be	
reliable	and	lost	an	appropriate	time(durable).	
Legislation	is	passed	which	set	the	standard	for	certain	products.	
Why	is	quality	important?	
Quality	is	important	because	consumers	now	expect	it	as	standard	and	not	an	optional	extra	
–	any	good	that	is	purchased	and	then	has	to	be	returned	because	it	is	faulty	brings	bad	
publicity	for	the	business	and	maybe	to	a	loss	of	goodwill.	
Quality	assurance	is	concerned	with	the	way	in	which	a	business	set	out	his	procedures	to	a	
show	it’s	consumers	that	the	products	produce	are	of	the	right	quality.	
Quality	control	–	this	is	a	process	in	which	a	business	review	the	quality	of	all	the	factors	
involved	in	the	process	of	production.	
This	creates	a	dilemma	for	most	businesses	–	it	might	not	be	possible	economically	
worthwhile	to	check	that	every	pencil	made	in	a	factory	is	exactly	the	same	length	–	the	
value	of	the	end	product	has	to	be	considered	however	insuring	that	a	particular	part	of	a	
car	engine	is	exactly	the	right	size	may	be	crucial	if	all	the	other	components	are	to	fit	
correctly.	The	decision	on	whether	or	not	to	inspect	products	before	this	will	depend	upon	
the	product	and	its	function,	the	degree	of	tolerance	depends	upon	the	nature	of	the	
product.	
Wastage	rates=	number	of	rejects	produced(by	employee	or	department)	
																																						Total	number	of	products	needed																															X	100	
	
Training	–	training	of	employees	is	important	in	the	process	of	ensuring	quality	because	
workers	were	not		adequately	trained	likely	to	make	mistakes	–	this	can	lead	to	higher	
wastage	rates	or	poor	quality	products	entering	the	market	–	a	reputation	football	holiday	
quickly	and	a	business	reputation	for	reliability	and	is	likely	to	reduce	sales.	
Total	quality	management(TQM)-considers	the	efficient	usage	for	all	the	resources	used	
within	the	production	process,	directly	or	indirectly	related	to	the	actual	production	process	
–	employees	are	empowered	to	take	the	responsibility	for	the	work	they	do	–	it	is	a	
different	approach	the	control	of	quality	within	a	business	–	the	emphasis	is	on	finding	ways	
to	prevent	mistakes	rather	than	inspect	for	mistakes	.	
TQM	(Total	Quality	Management)	helps	a	business	to:	

- Focus	on	the	needs	of	the	consumer	
- Improve	quality	in	all	its	departments	
- Encourage	a	team	approach	by	its	employees	
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