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A LEVEL BUSINESS

Welcome to our exam coaching workshop. Today’s event consists of
4 sessions which are designed to help reinforce core Year 1 teaching
content and assessment skills.

Finance
Human Resources

Each session has a real focus on exam skilis and exam technique. At the end of each
session, a range of extension activities have been provided which you can use as part of
your revision, at home or at school/college.

The Key Exam Skills

Demonstrate knowledge of key terms, concepts, theories, methods and
models

Apply your knowledge and understanding to different business contexts
and situations

Analyse issues within the business and construct logical chains of
reasoning

Evaluate guantitative and gualitative information to make informed
judgements
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Session 1 . .*‘\
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Marketing 0

In this session, we will be looking at some 2
key marketing concepts, such as branding,
price elasticity, niche markets and the
marketing mix. The exam skills focus
introduces the idea of ‘smali steps’ to

a perfect contextualised paragraph.

Activity 1: Brand Boulevard Rt

Can you spot and identify the 9 brands associated with the logos hidden along Brand Boulevard?
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Activity 2: True or False
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True False

"Acoordmg to the Boston Matnx, a product which has hlgh market
growth and high market share is a cash COW.

A potentlal benefit of successfully targetlng a mcho market io that_ ,

oompetltlon may be less mtense

Market segmentatlon mvolves dwldmg the market based on the price
customers are prepared to pay.

A product that is experiencing raptd sales growth is likely to be in the
matunty stage of the product llfe cycle

Price elastlmty of demand measure the responsweness of demand to
a change in price.
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Activity 3: Ladies v Gents

2 benefits and 2 drawbacks of targeting a niche market
Ladies - Benefits

Gents - Drawbacks/Limitations

—

Activity 4: Elasticity

Quickfire questions

What measures the change in
demand for a praduct following
a change in income?

A good is said to be price

inelastic if its price elasticity of
demand is?

n PEIJ is - 1 .6 and price incieases
1 hv 10%, whal wuulﬂ hannen o

For AQA the question 'Expiain one...' for 4 marks requires you to demonstrate KNOWLEDGE &
UNDERTANDING and APPLICATION (context). However the ‘Explain how..." style question, for 5 or 6
marks, also requires well-developed ANALYSIS.

For Edexcel the 4 mark explain question also requires CONTEXTUALISED ANALYSIS.
Think! reason, catise or consequence.

Analysis is s0 much more than just identifying or listing an advantage or disadvantage. You need to
develop a reason, cause or consequence. This can be achieved by using connectives in your response,
for example ‘therefore’, ‘as a result’, ‘consequently”.
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HIUT: MADE IN BRITAIN AND MADE T0 LAST

Hiut claims to be the only British brand making fts own jeans In its own factory.
Its mission Is to “Do one thing well”. For now, that one thing is men’s jeans,
in a choice of just two cuts — regular and slim fit — sewn from a cholce of two
denims: 120z Turkish organic or 140z selvedge from Japan’s esteemed Kuroki

mill. A pair of organic Hiuts costs £130, relatively modest by designer derilm
standards. A selvedge pair is a more ambitious £230. “I don’t want to be in the
fashioh game,” says Hieatt. “ just want to make a great pair of classic jeans.

Weil-matle jeans get better with age and they’re the uniform of the creative man.”

Each pair produced will have a code sewn into them and at each stage of
production Hieatt's Grand Masters will photograph the jeans for the History
Tag app - ‘so when you buy a pair of jeans you will not only get a receipt,
you will get pictures of your jeans being born. As you go through your life
with your jeans, you will be able to upload all your pictures of where you
go and what you did wearing them,’ he says. ‘Then when those jeans are
handed down or end up in a second-hand store, their history will go along
with them too. This idea will become a badge of honour for companies who
make products that last and the longer you make something last the more
stories it has to tell." Hieatt and his company are aiso relying on a restrgence
in demand for lasting, quality products with “Made in Britain” on the Jabel.

The price elasticity of demand for Hiut Denim Co. has been estimated to be -0.6. Explain what this
value means.

Explain how the introduction of the ‘History Tag app’ may help Hiut Denim Co. to market their product.
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Activity 5: An Eggcellent idea?

104 launches hidden
white chocolate Creme Eggs
with cash prizes

In big chocolate news, Cadbury is launching a limited
supply of white chocolate Creme Eggs. If that wasn’t
exciting enough, if you find one, you could win up to
£2,000.

White chocolate Creme Eggs have never been made before -
they’ll feature the same fondant centre as regular milk chocolate
eggs, simply in a white sheli. The new Creme Eggs are in shops
including Co-op, Sainsbury's Lacal, Tesco Express and local
newsagents from now until April 1.

The chances of finding one, however, are slim - there are thought
to be only 371 in total. What's more, they’ll ook just like normal
Creme Eggs. However. if you find one of the white eggs, not only
will you have a deficious and rare treat on your hands, but you
could also win a financial prize. Any white egg will win you at
least £100, 34 eggs are worth £1,000 and one egg could win
you an impressive £2,000.

it is essential that you keep referring to the specific context of the business in your response to
allow you to reach the higher levels of the mark scheme.

For AGA, 9 mark questions that ask you to ‘Analyse’ or ‘Explain why/how’ require you to
demonstrate knowledge & understanding, application and analysis to access the top marks.

For Edexcel, 8 mark questions that ask you to ‘Assess two benefits. ... ’ require you lo provide a
counter balance to both of the points you are making to secure the marks for evaluation. Try to use
a connective like ‘however' to introduce this to your answer. It is only on the 10 mark ‘Assess’
questions that you will need to add a final judgement to your answer.

i =]

-
A useful analytical tool is called ‘stepping stones’.
Imagine there are stepping stones across a river. One way
to get across is to take a giant leap — but this has its risks!
Alternatively, you could use the stepping stones to take a
number of small steps...

Many students make leaps in their answer whereas, a much
better approach is to take a series of smaller and more logical
steps.
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Construcling a contextualised paragraph

Context

Assess two benefits to Cadbury of this type of promotional campaign
Analyse the benefits to Cadbury of this type or promotional campaign

Benetit 1 Benefit 2

smp 1 One benefit to Cadbury is Another benefit to Cadbury is
smn 2 This is important to Cadbury because This is important to Cadbury because
Step 3
Step 4

Counterbalance (Edexce! only)
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Activity 6: Lid!

Lidl remains UK’s fastest-
growing supermarket

Supermarkets have clocked 17 months of consecutive
sales growth, with Lidl still being Britain’s fastest-growing
supermarket. Lidl sales grew by 16 per cent compared to
the same period last year, while Aldi’s sales were up 13.4
per cent.

Market share increased to 5.2 per cent of the market for Lidl and 6.8 per cent for Aldi and collectively they
added an additional £390m in sales, which accounted for half of the entire market's overall growth in that

periad.

Morrisons was the fastest-growing among the four big supermarkets - which include Tesco, Sainsbury’s,
Asda — with sales growing by 2.8 per cent. However, Is this growth set to continue?

The discount supermarkets Aldi and Lidl are pressing ahead with rapid expansion, despite fears over shifting
shopping habits that are forcing Britain’s “8ig Four" grocers to shake up their store gstates. The pair have

filed 90 planning applications for new supermarkets in cOmparison with just 11 for Tesco, Sainsbury’s,
Asda and Morrisons collectively.

The Big Four are already grappling with oo much store space and property costs at a time when customers
are increasingly preferring to shop online or make mare frequent trips to local convenience stores.

Tesco and Sainshury's are continuing to open smaller convenience stores ta match demand. Meanwhile,
they are filling their larger stores with concessions,

cafes and other services in an afttempt
to entice more shoppers. Yet Aldi and
Lidl have both set ambitious targets
for large store growth as they look

t0 setze more market share,

Time to consider 3
Lidl’s decision i
to open new .
stores i

g

A
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Arguments for Lidl opening
new stores

Arguments against Lidl
opening new store

Suggested examination style questions

AQA - 16 mark guestion or 20 mark question

Do you agree with Lidl's decision to continue opening new stores despite the market research to
suggest a change in consumer spending habits? Justify your view.

Edexcel — 20 mark question

Market research indicates that consumer shopping habits are changing. Lidl is considering whether
to continue with its plan to open new stores or to spend more on advertising and promotion.

Evaluate these two options and recommend which one Lidl should choose to increase market share.
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EXTENSION ACTIVITIES

CALCULATION TIME!

The UK supermarket industry was valued at £86 billion in 2017, an increase of 1.6% from the
previous year

Calculate the market size by value of this market in 2016

Retail analysts have calculated that consumers spent £1.5billion on the Friday and Saturday before
Christmas 2017

Calculate this as a percentage of the total supermarket industry value for 2017

Market research analysts expect the supermarket industry to grow by 5.9% each
year between 2018 and 2021 .

Calculate the size of the supermarket industry by value in 2021

10 A LEVEL BUSINESS FLYING START Revision Workshop



n Changing trends in consumer shopping habits have seen many households ‘ditch’ the large weekly
shop at their supermarket of choice in favour of more reguiar and smaller purchases at local
convenience stores, The Co-op, amongst others, have witnessed an increase in demand as a result

Explain how Tesco and Sainsbury’s may benefit from opening smalier convenience stores

Despite the growth in popularity, discount retailers are struggling to build a loyal returning customer

base. Often customers 'pop in-store’ to purchase a specific product that is on offer rather than use
the retailer for their regular weekly shopping

Explain one way in which discount supermarkets, like Aldi and Lidl, could use promotion to build customer
loyaity in the long term

www.tutor2u.net 11



Session 2

Operations/ Resource
Management

In this session, we will be looking at key operations/resource
management topics including: Just in Time, technology,
capacity utilisation, stock and quality control. The exam
skills focus examines the concept of a PeCAn paragraph.

Activity 1: Key Word Countdown

You will be shown 4 operations/resource management key word conundrums.
Can you work them out before the music stops?

Activity 2: Give me three
Just in Time Stock Gontrol
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Activity 3: Quick Calculations

Below is a chart that shows the number of cupcakes a baker produces
between the months of April and July.

The monthly fixed costs for the ‘Cupcake Cavern’ are £2,250

—— ——— —I _i—4~ ....:_ -
| -
|

Months

Ayl |

0 1000 2000 3000 4000 5000 6000 7000

No Cupcakes produced

Calculate the total cost of producing one cupcake in May and June

Remember when answering numerical questions, always show your method and working out.
That way even if your final answer is incorrect you may be awarded some marks for part of your
working out.

Cupcake Cavern reached 65% capacity utilisation with its output in July. Calculate
Cupcake Cavern's total capacity.

»
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Activily 4: The trauma qi _teqhnology!

The James Wellbeloved production facilitylin Castie Cary; Somersetyhasniee production lines
producing 180 different items of dry dogiand catioot or the UK and ireland. The cyber attack on
June 27,2017 had a significant impact onithis\bigyattomated business which is heavily reliant on
technology.
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General manager Nick Hastilow said “A technotogy-reliant business cannot just switch back to
| pen-and-paper methods — not when you take 800-plus orders every day; and product quality and food
| safety for the cats and dogs the brand feeds is critical, as is business safety for-pet trade partners.”

% “The other issue for us is that because we use no artificial preservatives, our products have a relatively
» short shelf-life — hence we don't hold stock in reserve;because we want a short manufacture-sale
cycle, in order to deliver the best possible product.

“For the'next couple of months we'are focusing on building stocks of the most popular. products across
a range of pack sizes, with the aivofimaking sure we can get as much throughjto the trade as we
possibly can to avoid gaps on shelves.”

Explain one benefit to James Welibeloved of operating as a ‘technolagy reliant business’.

Explain one drawback to James Wellbeloved of operating as a ‘technology reliant business’.
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Activity 5: Writing a winning paragraph the PeCAn way

It is essential that you produce an answer with well Structured paragraphs -
this makes it easier for the examiner to follow your arguments and
ensure that the core assessment skills are demonstrated.

A good strategy to use when developing paragraphs
is PeCAn.

stands for POINT explained
Signpost every paragraph! Check that each paragraph starts with a sentence that
to state a that will be developed using
the skills of knowledge and understanding, analysis and application.

Stands for CONTEXTUALISED ANALYSIS

For A Level Business is vital. The arguments that are to be developed
must be to the

So what is CONTEXT?

is applied to the analysis by explaining in the point how individuals and
businesses are affected by and respond to the business issues. The context might
come form the scenario provided to you, a case study or possibly data which can be
used for calculations.

So what is ANALYSIS?
This is not simply listing ‘textbook’ style advantages and disadvantages. Each one
must be but that is only the start. You need to develop a

fo show between points. Connectives
can help - therefore, as a resuilt, this may iead to, consequently.

- Your analysis for each point needs to have which is achieved by developing a
that is relevant to the question, The analysis might also
include a relevant model or theory to add credibility to an argument.

1l
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'un‘i-lil | ”| || Now over to you...

!";v JAMES WELLBELovep, e JAMES wmmmsiiijﬂ Create a PeCAn paragraph to the following
1 T ' question?

wm

James Wellbeloved Is currently
operating at full capacity in order
to successiully meet customer
shortfalls of stock. Analyse/Assess
the etfects/Impact for James
Wellheloved of customers
experiencing delays in recelving
these orders.

PUPPY
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NATURALLY HEALTHY

Benefit 1 Benefit 2

Another effect for James Welbeloved is

SIep ‘| one effect for James Wellbeloved is

This means that This means thal

Step 4

Counterbalance (Edexcel only)
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Activity 6: A quality checking scandal

NISSAN HALTS
JAPANESE PRODUCTION

Nissan has halted production at all its Japan plants after it emerged vehicles rolling
off the lines were being checked for quality by uncertified staff.

Technicians, who were not correctly registered to carry out the checks, were discovered to still
be carrying them out at some plants despite the issue coming to light weeks ago. The company
decided to suspend production for about a fortnight at six plants in Japan as a result of the crisis.
The plants make an average of 1,000 vehicles a day.

Hiroto Saikawa, the chief executive said: “/f / see an y mistakes I'd like to take drastic measures. This
Is my job and I'm the one to lead it.”

In a statement, the company said it “regards the recurrence of this issue at domestic plants — despite
the corrective measures taken — as critical. The in vestigation team will continue to thoroughly investigate
the issue and determine measures to prevent recurrence.”

Nissan has already said it is recalling more than 1 million cars for quality checks because of the
discovery, which is likely to generate a hit to profits of hundreds of millions of pounds.

Shares in Nissan fell almost 3% as the company announced the production halt, and Renault, which
has a 43% stake in Nissan, dropped 2%.

Explain the importance of ffuality to a company like Nissan.




Time to consider the arguments for
and against Nissan stopping their
production line

Argument for

Argument against

Decision/recommendation

In the longer mark questions, spend a mintite or two planning your answer.
This will help you to write a more focused response.

Suggested examination style questions

AOA - 16 mark question or 20 mark guestion
Do you agree with the Chief Executive,s decision to immediately stop production in order to increase
guality? Justify your view.

Edexcel - 20 mark question
Nissans Chief Executive had the option to immediately stop production or to remove the uncertified
quality checkers from the production process.

Evaluate these two options and recommend which one is the best way to improve quality at Nissan.
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EXTENSION ACTIVITIES

n Explain the problems of low capacity utifisation for the Cupcake Cavern

the Cupcake Cavern of moving to a system of just in time stock

Analyse/Assess the benefits to
control




n Explain the importance of quality to a pet food manufacturer fike James Wellbeloved

n Analyse/Assess the consequences to James Wellbeloved of not carrying/holding stock in reserve




In this session, we will be looking at some
key financial concepts including contribution,
budgets, variance analysis, break-even and

profit. The exam skills focus will increase
confidence in cracking the calculations.

Cash Machine Calculation!

You will be shown 4 calculations on the screen.

You have 30 seconds to complete each of the calculations
shown on the Cash Machine screen.

=l

r ]

True or False
True False

A fixed cost never changes ‘

Gross profit = Sales revenue — cost of sales
| Con;ributioh pér unit = 'éelling 'Pri'ce. p-ér uni%I-_ Fi;ed Custs per unit
| Frofit far t_he ye;r-marg.i.h i Prbﬁt_for ﬂie_);ear X 1_ 00
Sales Revenue

22
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Aetivity 3: Ladies v Gents

2 methods of impraving cash flow and 2 methods of improving profitability

Ladies - Cash Flow Gents - Profitahility

i1
t
1
1
b
[}
L]

3 -2 -1...it’s a question of finance
Give me methods a business could use to raise finance
1
e

Give me

advantages of each source identified

Give me o 1= disadvantage of each source identified
[ :
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Activity 5: Budgeting

The following budgeting data has been taken from the Mobile Phone Hut Ltd, a small business based in
Manchester, that sells and repairs mobile phones. Although online sales are generating significant income for

the business, their plan is to open 2 new stores in major city centres. .

Budget (£) Actual ()  Budget (8) Actual {£)
Revenue
in store 2000 3500 3250 4000
Online 1200 2100 2600 2800
Total 3200 5600 5250 6800

]

Budget (€} Actual (£) Budget (£) Actual (£)
Costs
Stock 600 1450 1500 2200

Wages 1000 1200 1200 1800

Rent & Rates 500 500 500 500 M 0 B I LE P H 0 N E
Other 100 600 300 1000 _

Total expenditure 2300 3750 3500 5500 H UT L.:E’ﬁ

Calculate the total profit variance for June and July stating whether it is adverse or favourable.

What percentage of tota revenue (actual) in July was via online sales?

Total revenue in June (actual) was 10% higher than actual total revenue in the previous month, May. Calculate the
actual total revenue in May.
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in order to raise the £100,000 finance required to open the planned new stores, Mobile Phone Hut Ltd are looking
at two options.

Argument for Argument for

Decision

Activity 6: Contribution, break-even and profit.

BISCUITS WILL BE UP T0 33% MORE EXPENSIVE THIS
YEAR AS SUPERMARKET OWN-BRANDS ARE HIT BY
THE RISING COST OF BUTTER

Prices of own-label biscuits sold in supermarkets
have sky-rocketed up to a third according to
research by The Grocer - with the cost of butter
partly to blame.

Over the past six months, the butter price soared to
levels more than twice that of 2016. There is nowhere
to hide for suppliers of ‘buttery’ cookies. An example [
of the impact can be seen on the simple, yet popular,
traditional gingerbread man that is now almost double
the cost to manufacture.

Morrisons Gingerbread Man will now cost a consumer
23% more at 80p because of the rising costs. It is

estimated that this increase in price will see a decline
in sales by approximately 15% per month.

An extract from financial data

Selling Price per unit 80p
Variable Cost per unit 58p
Fixed Costs per month £3,300
Current units sold (per month) ?

25
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Calculate the selling price for the biscuits prior to the price increase

Calculate the difference in Ceniribution per unit between 2016 and 2017

Calculate the break-even point for 2617

Calculate the profit/loss per manth based on the forecasted sales decline in 2017
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Activily 7: Coffee costs are rising

Profits at coffee chain Costa slumped

10 per cent during the first half of the
company'’s financial year, caused, in part,
by a dramatic tumble in the value of the
pound pushing up the cost of importing
coffee beans.

Britain's largest coffee chain also cited higher staff

costs and business rates as reasons for its profit
slipping to £59m.

Customers have expressed their anger too, as Costa has
added 20p to the cost of popular choices, such as Americanos
and flat whites bought in its 2,000-plus cafes. In addition, drinks
purchased using Costa Express machines - there are more than 6,000
found on forecourts, train stations and corner shops - have risen by 10p.

The firm announced in September 2015, it would pay its baristas more than the Government’s new £7.20
“national living wage” that came into force in April 2016 - but has this pushed costs just a step too far?

At the time, Costa boss Chris Rogers said that the firm's prices would not automatically rise in tandem with
the chain’s new wage policy.

But last night the firm confirmed it had now hiked prices due to these increased costs.

Calculate the profit earned by Costa in the first half of the previous financial year

Explain how Costa could increase their profit, without increasing their prices.
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Arguments for

Arguments against

Decision/recommendation

When evaluating, think of the W's of evaluation — What is your decision?
Why did you make that decision? What was the most significant reason for making that decision?
Why did you reject the alternative? What does your decision depend on?

Suggested examination style guestions

AQA - 16 mark guestion or 20 mark question
Do you think that the best way for Costa to increase profit is to open more ‘drive through’ outlets?
Justify your view.

Edexcel — 20 mark guestion
To increase profit, Costa are considering whether to focus on reducing their costs in existing stores

or opening more ‘drive through’ outlets.
Evaluate these two options and recommend which one is the best way to increase profit for Costa.
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EXTENSION ACTIVITIES

n Using the budgeting information from the Mobile Phone Hut Ltd, calculate the percentage of total
income (actual) that came from in store sales across June and July

n Calculate the stock variance for June and July, stating whether each menth has an adverse of
favourable variance

B Calculate the percentage increase in wages between the budgeted figure in June and the actual
wage figure in July
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Write a full answer for the following question relating to the Mobile Phone Hut Ltd.

"' Should the Mohile Phone Hut Ltd use loan finance or share capital to raise the £100,000 needed to
open their new stores?




Human Resources

In this session, we will be looking at some of
the key concepts relating to managing people.
In addition, we will explore some of the key
HR themes of centralisation/decentralisation,
motivation, organisational design and training.
The exam skills focus addresses the theme

of effective evaluation.

‘Think’

Passing authority to a subordinate

n All decisions are made by senior staff

The lines of communication from the top of the organisation to
the bottom

D

The number of subordinates a manager directly supervises

Leadership style where employees are involved in decision
making

n The number of different layers within an organisation

I’s all about balance... Tug of war challenge!

We are going to consider the arguments for and against two different HR concepts.

Advantages Disadvantages

rainn

jecentralisati
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Aetivity 3: Give me 3

Non-financial methods of motivation

o[~ B

Motivational Theorists

Ll

Activily 2: What's the difference?

Can you identify the key difference between the following terms?

 KeyTerm1 | KeyTerm2 | Diiterence i

Autocratic Democratic
Leadership Leadership

Chain of Span of control
command

Ceniralisation  Decentralisation
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Activity 5: Context, context, context — Team Challenge!

THOUSANDS OF SQINSbUrY'S Joss ar Risk
INRESTRUCTURE OF MANAGEMENT

Sainsbury’s is slimming down its management roles in store and those affected will be given the
choice of applying for the new roles, accept a more junior position or redundancy. Simon Roberts,
retail and operations director of Sainsbury’s, said: ‘We're proposing a store management structure that
will deliver best in class leadership and, in many cases, will offer an improved reward package for new
management roles. The proposals will introduce a more efficient and effactive Structure, designed to meet
the challenges of today'’s retail environment.”'

‘They will deliver cost savings to be invested in our customer offer and in our colleagues as they continue
fo provide the very best service for our customers.’ He added: ‘Our intention is not to reduce overall
headcount as a result of these proposals.’

! | | | e |
Analyse/Assess the consequences of the planned restructure to Sainshury’s.

For Edexcel: To answer this question in a balanced way, you need to consider the positive
and negalive impact of the restructure.

For AQA there is no need to write with balance - two positives or two negatives can still
achieve top marks.

Remember... each point made and developed must be written fully in context.

Knowiledge/Content/Key terms:
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Contextual information we might use:

Session 2 introduced you to the concept of the PeCAn paragraph. You have now planned the knowledge and
the context required. Using the grids below produce 2 PeCAn paragraphs to answer this ‘Analyse/Assess’

gquestion.
Team 1 - Positive

Pe

. Point explained

CAn

Contextualised
Analysis

Team 2 - Negative

Pe

Point explained .

CAn

Contextualised
Analysis
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Be the examiner!

The following paragraph is taken from a student answer to the
of exam technique, how would you improve this response. Ann
make recommendations on how to improve in the table below.

question in activity 5. Using your knowledge
otate the answer with your suggestions and

Student A

‘One reason why the restructure may benefit Sainsbury’s is because it will help
them to reduce their costs. Sainsbur

y's wants to be more efficient and so by
restructuring the business the costs

will reduce, and they will achieve this. One
reason why Sainsbury’s will not benefit is because it will make their employees
unhappy. This will result in a loss of customers Jor the business.’
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Effective Evaluation

Evaluation is all about making decisions,
judgements and/or recommendations.
However, it is not just about repeating your previous

arguments when making a decision at the end of
your answer.

Effective evaluation is about weighing up your
arguments, deciding which arguments are
stronger, more important or more significant
given the specific circumstances of that
particular business and then making a fully
supported judgement based on evidence.

in summary, evaluation:

Is about making a well-supported, logical
judgement that is focused on (and fuily
answers) the question

Needs to be based on prior analysis and shouid

show the significance/weighing up of competing

arguments as well as the limitations of .
arguments

- Should show balance and be supported by
quantitative and/or qualitative information '

A useful framework to consider when evaluating is the '"W's’ of Evaluation’

is your decision? - Which option/ course of
action have you chosen?

have you made that decision? - Justify

was the most significant reason/ What
influenced your decision?

m did you reject the alternative?
ﬂ does your decision depend on?

www.tutor2u.net 37




8

.-i:l--

8 Sainsbury’s

CAN LOWERING -
COSTS AUTOMATICALLY
| IMPROVE EFFICIENCY
) AND EEFECTIVENESS?

/= Many of the Sainsbury's management
team will be faced with a tough

y decision - do they accept a junior
role within the company.for a
lower salary or face compulsory
redundancy? The danger is that
a wider middle management layer
will be created, which although may
reduce overall staffing costs, it wiil
do very littie to help improve the
overall efficiency of the business.

Sainsbury’s retail and operations director maintains that there is no intention to reduce the *headcount’. Do you
think that reducing the headcount would have been a better option for Sainsbury’s in the long term?

Using the ‘W’s’ of evaluation, justify which option you would choose and why.

38 A LEVEL BUSINESS FLYING START Revision Workshop



EXTENSION ACTIVITIES

Explain the benefits to Sainsbury’s of offering an ‘improved reward package for new
management roles’.

Analyse/Assess the importance of continued investment in employee training in organisations,
like Sainsbury’s, that are going through a period of restructuring.
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ﬂ Explain the benefits to Sainsbury’s as a result of introducing a more efficient and effective
structure,

n Analyse/Assess the effect of Sainsbury’s changing organisational structure on its store staff,

‘i}’l"f_- i L1
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NOTES
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AQA AS KEY TERM GLOSSARY

Adverse variance

Autocratic
Bank Overdraft
Blake Mouton Grid

Boston Matrix

Branding
Break-even

Budget

Buffer inventory
Capacity utilisation
Cash flow

Cash flow forecast
Competition
Competitiveness
Contribution (total)
Correlation
Delegation
Demand
Demacratic

Distribution channel
Dnndend

Etastrcrty of demand
Extrapolation

Favourable variance

leed costs

Gross s profi it -
Hrerarchy

A difference between actual and budgeted amounts which is bad news — e.g. higher than
budgeted costs

Management/ leadership style whereby the manager makes all of the decisions
Borrowings from a bank on a current account which are payable on demand

A madel which examines a managers behaviour based on their concern for people and concern
for production

A mode! which analyses the product portfolio of a business into four categories (stars, cash cows,
problem children and dogs)

The use of a trade name, symbol, loge or other device to differentiate a product or service

The point at which the total saies of a business equal total costs -i.e. the business is making
neither a profit nor a loss

A detailed plan of income and expenses expected over a certain period of time

Minimum fevel of inventory required by a business

The proportion of total capacity that is used (expressed as a percentage)

The movements of cash inta ("inflows") and out of ("outflows") a business

A projection, usually by week ar month, of the likely cash inflows and outflows in a business
The businesses that compete for a share of a market

The ability of a business to offer a better product than competitors (as measured by customers)
The difference between total sales and total variable costs

A relationship between two variables

Where responsibility for carrying out a task or role is passed onto someone else in the business
The amount of a product or r service that customers are wrlltng and able to pay for at a given time

Management leadersh|p style whereby the manager involves employees in the decision making
process
How a business  gets its products to the end consumer (with or without the use of intermediaries)

'A payment that is made by 2 bya company o its sharehntders trum the protrt earned

The responsweness of demand to a change rn pnce or rnceme

Usrng preweus data ta pr predlct future values

A difference between actual and budgeted resuits which is good news. £.g. higher than budgeted
revenue

Cds_ts that do na n_ot vary y with the level of output

Revenue minus cost of sales
The structure and number of Iayers of management and superwsmn in an organisation

Income elasticity of
_demand

Inventory control

Job design

The responsiveness of demand to a change in income

~ The processes and controls used by a business to ensure that it has sufficient (but not too much)
inventory for its purposes

The way in which tasks are combln_ed fo fo_rm a job

Just-in-time
Labour productivity

A method of inventory y control Wwhereby inventory arrives just at the time that it Is needed

The output produced per emptoyee over a given time pened

Lean productlon
Limited | Irablllty

A method of productlon that aims to reduce waste

 Shareholders are unty liable for the m money they have nvested - niot for the overall debts and
Ilablhhes of their ir company

Margin of safety
Market capitilisation
Market growth

Market research

Market segmentation

~ Number ¢ _of shares x t the current_share price of those shares on the stock market

 They percentage growth in the size of the market measured over a specmc period

The ' process of planmng collectmg and. analysrng data relevant to hetp make marketlng_declsmne

The process of dividing a market into smaller sections | (segments) which contain customers with
similar needs and wants
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Market share The share of the total market that is owned by a particular business, product or brand

Marketing mix The set of marketing tools that the firm uses to pursue its marketing objectives. Also known

as the 7p's
Mass customisation The abiiity to offer products designed for the individual on a large scale
Mass market Describes the largest group o of customers with specmc needs and wants in an mdustry
Niche market A niche market Is a focused s segment of a farger market sector r which is possible to target_
Operating profit Gross proft - overheads
Opportunitycost  The cost of a decision as measured by the e benefits foregone of th'e_riext best alternative
0rganisétional structure  The way ¢ that the roles and ! respons bllrtles s within an crgamsatlon are structured -
Dutsourcing The delegation of business processes to a third party
Penetration pricing _ Pricing strategy that involves the setting of lower, rather than higher prices In order to achieve a

large market share

Price elastrcuty of demand The responsweness_cf . of demand to a change in the pnce of a product _

Price sklmming Pnclng strategy where a h|gher prlce is charged for a new prcduc to take a advantag_e of customers
prepared to pay for innovation

Primary research The market research that invalves the collection of data that does not yet exist

Private Limited COmpany A business owned and controfied by sharehoiders ‘whose shares cannot be publ ¢ Y ytraded

Product life cycle A theory which predicts the stages a product goes through from introduction to withdrawal from
a market

Product portfolio The collection of products and | brands -owned and operated by wafirm -

Profitfor the year _ Profit that takes into account all income and expenditure including any one-off items and
frnancmg costs

Profitability " The ability of a business to generate profits from its activities o

Public Limited Company A business whose shares can be traded and sold to the public o

Qualitative research ‘Market research concerned with collecting data on attitudes, opinions, beliefs, intentions et

Quality o Where a product meets a customer's requirements )

Quality assurance _ Organising every process to get the product 'right first time' and prevent mistakes ever happening

Quantitative research  Market research ‘concerned with collecting data that can be quantified - e.g. sales statistics "

Sample " Inmarket research, a sample is a subset of a population -

Sole trader " A one-person business with unlimited liability for the debts of that business o

Span of control The number of employees who are directly supervised by a manager

Spare capacity When a business is able to produce > more with existing resources {also kniown as excess capacily}

Stakeholder A person of group with an interest in abusiness

Tannenbaum & Schmidt A model of leadership that examines the relationship between how much freedom a manager

Continuum gives the workers and how much authority is retained

Total costs ' The total of variable and fixed costs in a business

Trade union " An organisation made up of employees who v_vcmc_gc_ﬁ?rto_rmprove working conditions

Unit cost “The a average productlcn cost per u unit '

Unlimited liability Unlimited liability describes the potential risk that sole traders face. They are liable for the debts
of the business

Variable costs Costs that vary directly in proportion to output

Variance The difference between the budgeted_amount and what actually happens. A variance can be
“positive” (favourable) or “negative” (adverse)

Venture capital Investment made by specialist funds to finance the launch, early development o expansion of a
prwate company

Waste A cost of pmductron tion. Sub-standard completed output or raw materials which are not retained in
the production process

Working capital The amount of money that a business has savallable - -

Works council A group of emplayees and managers who meet to discuss work related issues
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EDEXCEL AS KEY TERM GLOSSARY

Adding value The pracess of increasing the worth of a product or service

Adverse variance A difference between actual and budgeted amounts which is bad news - e.g. higher than
budgeted costs

Autocratic Management/ leadership style whereby the manager makes all of the decisions

Bank Overdrafi Borrowings from a bank on a current account which are payable on demand

Batch production Method of production whereby a number of identical products are produced

Boston Matrix A model which analyses the product portfolic of a business into four categories (stars, cash cows,
problem children and dogs)

Branding The use of a trade name, symbol, logo or other device to differentiate a product or service

Break-even The point at which the total sales of a business equal total costs -i.e. the business is making
neither a profit nor a loss

Budget A detailed plan of income and expenses expected over a certain period of time

Business cycle The changes and fluctuations in economic activity that the economy undergoes over a period of time

Capacity utilisation The proportion of total capacity that is used {expressed as a percentage)

Cash flow The movements of cash into (“inflows") and out of ("outflows") a business

Cash flow forecast A projection, usually by week or month, of the Ilkeiy cash inflows and outflows in a business

Cell production Method of production whereby production is spiit up into self-contained units

Centralisation Organisational structure where all demsmn maklng is made at the top of the hrerarchy

Competition ‘The businesses that compete for a share of a market

Competitiveness The ability of a business to offer a better product than competitors (as measured by customers)

Contribution The difference between total sales and total variable costs

Demand The amount of a praduct or service that customers are wulllng and able to pay for ata glven tlme

Decentrallsatmn Orgamsatnonal structure where decision makmg is passed down the hlerarchy

Democratic Management leadership style whereby the manager involves employees in the decision making
pracess

Dnstnbutmn channel How a business gets its products 1o the end consumer (wnth or without the use of antermedlanes)

Dividend A payment that is made by a company to its shareholders s from the profit earned

Elasticity of demand The responsiveness of demand to a Eﬁrﬁﬂﬁjﬂce or income -

Entrepreneur A person who sets Up a business 2 and assumes all the risks and rewards

Exchangerates ~ The rate at which one currency can be converted into another currency S

Favourable variance A difference between actual and budgeted results which is good news. £.g. higher than budgeted
revenue

Franchise ~ Form of business whereby one business allows anather business to sell their products and services
in return for a fee

Fixed costs Costs that do not vary with the fevel of output

Flow production Method of production whereby there is a continuous movement of ilems through the production
process

Gross profit ~ Revenue minus cost of sales o

Income elasticity of T B

demand The responsiveness of demand to a change in income

Inflation An increase in the generat price of goods and services over a period of time

Interest rates The cost of borrowing money or the return for investing money -

Job production ~ Method of productlon whereby one off items are produced to specmc requurements

Just-in-time A method of inventory control whereby inventory arrives s just at the time that it is needed

Kaizen ~ The process of continuous improvement o

Laissez-faire A hands-off approach to management

Lean production A method of production that aims to reduce waste o

Legislation The actof making and enacting laws i

Limited liability ~ Shareholders are only liable for the money they have invested - not for the overall debts and

liabilities of their company
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Liquidity
Market share
Market segmentation

Margin of safety
Market research
Marketrng mix

Mass market

Niche market
Operatrng protrt
Urgamsatlonal structure
Outsourcing o
Partnership
Paternalistic

Penetration pricing

Price skimming

The ability of a business to pay its debts
The share of the total market that is owned by a particular business, product or brand

The pracess of dividing a ‘market into smaller sections (segments) which contain customers with
simitar needs and wants

The difference betwaen the actual level of output and the break even output
The process of planning, collecting, and analysing data relevant to help make marketing decisions

The : set of marketrng tools that the frrm uses S to pursue rts marketrng oojectwes

A niche market is a tocuse_d segment of a Iarger market sector -which is possible to target

~ Gross prolrt other operatrng expenses _

The  way y that the roles and responsrbrlrtres within an organrsatron are e structured

" The delegatron 1 of business processes s o a third pa party
~ A business owned and controlled by between 2 and 20 people

Method of feadership whereby the leader decides what is best for the employees

Pricing strategy that involves the setting of lower, rather than higher prices in order to achieve

a large market share

Pricing strategy y where at hlgher price is charged for a new product to take advantage of customers
prepared to pay | for innovation

Price elastrcrty ‘of demand
Prrmary research
Private Limited Company Al
Product drfterentratron
Product life cycle

Product portfolro

Produ_ctwrty
Proﬁtablllty

Public Limited cpmpany

Oualrtatrue ) research o
Oualrty

~ The cclIectron_o_tproducts?no_orano'ﬁnaan_d_operated by a firm

The responsweness 5 of demand to a change inthe | prrce of a product

The market research that involves the collection of data that does not yet exist
A busrness owned and controlled by v shareholders whose shares cannot be publlcty traded
Makrng a product different from its competitors N _

~ A theory which predrcts the stages a product goes through from introduction to withdrawal from
a market

‘Measures of output per waorker over a given time peri iod

The ability of a business 510 ¢ generate protrts from its activities.

A business w_hose shares can be traded and sold to the put_)lrc

Market research concerned with collectrng data on attrtudes oprnro_ns. belrefs mtentrons etc

“Where a product meets a customer’s requrremerrts

Qualltv assurance
Quantrtatwe e research

Drganrsrng every process s to get the product ‘right first trme and prevent mistakes ever happenrng

Market research concerned with collectrng data that can n be quantrfrecl e.0. sales statlstr_cs_

Sales torecastlng The process of estimating future sales

Sample In_m_ar_k_etﬁsearch_agm_ple_ls a subset of a population

Sole trader A one-person business with unlimited liability for the debts of that business

Span of control The number of employees who are directly supervised by a manager

Spare capacity When a business is able to  produce maore with existing resources (also_lrnomsﬂce_ss_capac|t:r)

Stack control The processes and controls used by a business to ensure that it has sufficient (but not too much)
stock for its purposes

Supply The amount of goods and services -es that are available to customers

Total costs The total of variable and fixed costs in a business B

Unit cost The average productron cost per unit

Unlimited liability Uniimited hability describes the potential risk that sole traders face. They are liable for the debts
of the business

Variable costs Costs that vary directly in proportion to output i

Variance The difference between the budgeted amount and what actually happens. A variance canbe
“positive” (favourable) or “negative” ( (adverse)

Venture capital Investment made by specialist funds to finance the launch, early development or expansion of a
pnvate company

Waste B A cost of productron Sub-standard cornpleted output or raw materials which are not retained i in
the production process

Working capital The amount of money that a business has available o
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AQGA AS EVALUATION
GUIDED REVISION QUESTIONS

What is husiness?

Evaluating the extent to which profit is the most important objective for a business
Evaluating the most suitable form of business

Weighing up the relative benefits and drawbacks of becoming a public limited company
Assessing the impact of a change in share price

Evaluating the extent to which the external environment can affect a business

Managers, leadership and decision making

Evaluating the most appropriate management/ leadership style

Advantages/ disadvantages of different leadership styles

Application of scientific decision making to a business

Evaluating the extent to which the external environment is the biggest influence on decision making
Assessing how stakeholders will be affected by business decisions

Decision making to improve marketing performance

Advantages / disadvantages of targeting a niche market segment ({compared with alternative of
targeting a larger mass market)

Usefulness and limitations of using the Boston Matrix or Product Life Cycle model to make
marketing decisions

Evaluating the extent to which one of the 7p’s is the most important for a particular business
Application of price and income elasticity of demand to a business decision

Factors that will determine the success or otherwise of a new product

The relative merits and demerits of different promotional decisions for a given marketing problem

Evaluating the effect of a marketing decision (e.g. a price cut to boost demand) on operations
(e.g. is capacity sufficient?)

Evaluating the extent to which a business has control over its marketing mix
Evaluating the value of market segmentation in making marketing decisions
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Decision making to improve operational performance

The advantages and disadvantages of operating at full capacity / with spare capacity, given the
circumstances of the business

Evaluating the relative merits of ways to increase capacity

Assessing the problems of operating at very high capacity utilisation compared with the benefits
of lower unit costs

Weighing up the best way to improve labour productivity

Evaluating the relative merits of lean production

The extent to which implementing a system of quality assurance is suitable for all businesses
Discussing whether an improvement in quality will enable a business to become more competitive
Evaluating the extent to which just-in-time is suitable for all manufacturing businesses

Weighing up the most important factor when choosing a supplier

Discussing the link between increased use of technology and improved operational efficiency
Evaluating the best way for a business to match supply with demand

Decision making to improve financial performance

The usefulness of budgets in controlling and allocation resources

The relative significance and implications of budget variances

Whether the benefits of budgeting outweigh the disadvantages

The main causes of cash flow problems

Evaluating the best way to improve cash flow

Weighing up the best way to improve profitability

Discussing the relative merits and demerits of break-even analysis

Evaluating the best source of finance for & business

Evaluating the extent to which poor cash flow or low profit poses the biggest threat to a business

Decision making to improve human resource performance

Judgement of the most appropriate structure of an organisational hierarchy

Assessing the implications of the span of control for decision-making

Weighing up the relative merits and demerits of centralisation

Weighing up the refative merits and demerits of decentralisation

Relative advantages and disadvantages of different methods of motivation
Assessment of the role of delegation as a‘business grows in size and complexity
Discussing the importance of labour productivity for the competitiveness of a business
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EDEXCEL AS EVALUATION
GUIDED REVISION QUESTIONS

As part of your revision, ensure you can address the following types of question
which ask you to evaluate using your knowledge of the AS specification

Theme 1
Marketing

Evaiuating the impact of moving from a niche market to a mass market

Assessing the benefits of online retailing

Assessing the impact of market growth

Weighing up the relative benefits and drawbacks of primary and secondary market research
Assessing the value of market mapping

Evaluating the factors that can influence the demand for a particular business or product
Assessing the factors that could lead to a change in supply

Assessing the factors that can influence price/ income elasticity of demand

Assessing the benefits of ethical sourcing

Assessing the benefits of different types of promotion

Evaluating the impact of different pricing strategies

People

Assessing the importance of a flexible workforce

Assessing the benefits of internal and external recruitment

Weighing up the relative benefits and drawbacks of on-the-job and off-the-job training
Evaluating the impact of moving from a centralised structure to a decentralised structure
Assessing the importance of a motivated workforce

Evaluating the best method of motivating the workforce

Assessing the benefits of different leadership styles

Assessing the benefits of creating and setting up a business

Evaluating the importance of business objectives

Evaluating the impact of moving from one form of business to another

Evaluating the difficulty of moving from entrepreneur to leader
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Theme 2
Managing husiness activities

Assessing the benefits of different sources of finance

Evaluating the value of cash-flow forecasting

Assessing the importance of sales forecasting

Evaluating the value of break-even analysis

Assessing the benefits of budgets

Evaluating ways to improve profitability

Assessing the benefits of different methods of production

Evaluating the impact of moving from one method of production to another
Assessing the implications of under- and over-utilisation of capacity
Evaluating methods of improving capacity utilisation

Evaluating the impact of introducing just-in-time stock management
Evaluating the impact of lean production

Assessing the importance of quality

Assessing the benefits of introducing total quality management
Assessing the impact of economic variables

Assessing the impact of changes in legisiation

Evaluating the impact of competition
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AQA AS KEY CALCULATIONS AND FORMULAS

What is business?

Revenue = Number of units sold x Unit price

Total costs = Fixed costs + Variable costs

Profit = Total revenue — Total costs or Total contribution — Fixed costs
Market capitalisation = Number of issued shares x Current share price

Managers, leadership and decision making
Expected value = Probability x Outcome
Net gain = Expected value — Cost of decision

Decision making to improve markeling performance

Market growth = (Change in market sales over a period of time/ Original market sales) x 100
Sales growth = (Change in sales over a period of time / Original sales) x 100

Market share = (Sales of a product or business/ Total market sales) x 100

Price elasticity of demand = % Change in quantity demanded/ % Change in price

Income elasticity of demand = % Change in quantity demanded/ % Change in income

Decision making to improve operational performance
Labour productivity = Output per period (units)/ Number of employees

Unit costs = Total production costs/ Number of units produced

Capacity utilisation = (Actual level of output/ Maximum possible output) x 100

Decision making o improve financial performance
Variance = Actual — Budget

Contribution per unit = Selling price per unit - Variable cost per unit
Total contribution = Contribution per unit x Number of units sold
Break-even = Fixed costs/ Contribution per unit

Gross profit margin = (Gross profit / Sales revenue) x 100

Operating profit margin = (Operating profit/ Sales revenue) x 100

Profit for the year margin = (Profit for the year/ Sales revenue) x 100
Net cash flow = Total inflows — Total outflows

Decision making to improve human resource performance

Labour turnover = (Number of employees leaving during period/ Number of employees
employed during the period) x 100

Retention rates = (Number of employees during period — number of leavers per period) /
Number of employees during period) x 100

Labour productivity = Output per period (units)/ Number of employees
Employee costs as a % of turnover = (Total employee cost/ Total turnover) x 100
Labour cost per unit = Labour cost/ Units produced
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EDEXCEL AS KEY CALCULATIONS AND FORMULAS

Theme1

Market share = (Sales of a product or business/ Total market sales) x 100
Price elasticity of demand = % Change in quantity demanded/ % Change in price
Income elasticity of demand = % Change in quantity demanded/ % Change in income

Theme 2

Net cash flow = Total inflows — Total outflows

Sales volume = total number of units sold over a period of time

Sales revenue = number of units sold x unit price

Total variable costs = number of units sold x variable cost per unit

Total costs = Fixed costs + variable costs

Contribution per unit = Selling price per unit — Variable cost per unit

Tota! contribution = Contribution per unit x Number of units sold

Break-even = Fixed costs/ Contribution per unit

Variance = Actual — Budget

Gross profit = Sates revenue minus cost of sales

Operating profit = Gross profit minus overheads

Net profit = Operating Profit +/- finance costs

Gross profit margin = (Gross profit / Sales revenue) x 100

Operating profit margin = (Operating profit/ Sales revenue) x 100

Profit for the year (net profit) margin = (Profit for the year / Sales revenue) x 100
Current ratio = Current assets/ current liabilities

Acid test ratio = (Current assets — stock) / current iiabitities

Productivity (labour) = Output per period {units)/ Number of employees in that period
Capacity utilisation = (Actual level of output/ Maximum possible output) x 100
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NOTES
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Scan the QR code with your phone camera to access
the A Level Business (Y1) Flying Start imaterials, or visit:

www.tutor2u.net/business-flyingstart-2018

More Business revision and support at:

Follow tutor2u Busness on Twitter:
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