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INTRODUCTION

This third edition of GCSE Business Studies for CCEA revises, amends and updates the original textbook in line with the new CCEA GCSE Business Studies specification which is due to be taught for the first time in September 2017 and examined in 2018.

This revised textbook accurately and closely follows the order of the new specification. Like the specification, the book is divided into two main units with a short third unit. Each of the main units is divided into sections which are further divided into shorter units to provide coverage of the necessary material. This in no way aims to dictate the order in which the specification should be approached, however it is recommended that the material within each section should be studied together. The two main units will be examined separately.

Any examination questions which are included have been taken from previous GCSE (CCEA) papers. From experience, the author understands that many candidates do not answer questions appropriately because they fail to recognise the requirements of the command words used in questions. For this reason, a section on command words, related to the assessment objectives, is included at the end of the book. A section is included to explain the requirements of the GCSE examination and a further explanation of the new-style Controlled Assessment Task (replacing Coursework) is also included.

In addition, each unit includes activities which have been designed to reinforce learning and to make the student think further about the knowledge-based material provided as well as to give opportunities to develop the skills of application, analysis and evaluation. The author is aware of the wide range of ability in the candidature for this particular examination, so activities have been designed to cater for these varying abilities.

Each unit ends with a checklist of the material which should be understood at that stage and the glossary provides an easy reference for revision.

Hope Kerr


INTRODUCTION TO THE EXAMINATION

Examination papers

In the GCSE examination for Business Studies (CCEA) you will sit two examinations and undertake a Controlled Assessment Task (which now replaces coursework).

The first examination will last 1 hour 30 minutes and will examine the first three areas of the specification – Creating a Business, Marketing and Business Operations. Your answers will be written on the question paper in the spaces provided after each question. Paper 1 carries 40% of the total marks for the GCSE award.

The second examination also will last 1 hour 30 minutes and will examine the next three areas of the specification – Human Resources, Business Growth and Finance. As in Paper 1, your answers will be written on the question paper in the spaces provided after each question. Paper 2 carries 40% of the total marks for the GCSE award.

You will be assessed on the quality of your written communication. It is important that your work is legible, that your spelling, punctuation and grammar are accurate and that you organise information clearly.


INTRODUCTION TO THE EXAMINATION

Controlled Assessment Task (CAT)

The remaining 20% is awarded to the Controlled Assessment Task. The task is based on Unit 3 – Planning a Business and is synoptic which means that work could be included from any of the other six areas of the specification named on page vii.

The Controlled Assessment Task will be sent to your school in September of your Year 12. This will give you a question or situation which you have to research under the supervision of your teacher. You will be allowed a total of 12 hours to complete your research which you will record in Booklet A. You will be awarded up to 15 marks for your research in Booklet A. It is important that you acknowledge and reference any sources which you have used in your research. You will be allowed to work in small groups to carry out and collate primary research such as interviews or questionnaires, and your teacher will identify and record your individual contribution to such work. All other research should be carried out independently. In February of your Year 12, Booklet B will be issued in which you are required to answer set questions based on your own research and your own knowledge of the subject. You will be given one hour to complete the questions under test conditions, and you will be awarded up to 45 marks for your work in Booklet B. When you are completing Booklet B, you are allowed access to your research in Booklet A.


UNIT 1

STARTING A BUSINESS
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LEARNING OBJECTIVES

To develop knowledge and critical understanding of:


•  the fundamentals of starting a business

•  why businesses start and the resources required to maintain and grow them

•  the various forms of business ownership

•  the factors which influence the location of business

•  business aims and objectives

•  the impact that various stakeholder groups may have on businesses

•  marketing options, elements of the marketing mix and market research methods

•  the impact of e-business and m-business on potential growth strategies

•  why businesses conform to quality assurance standards and health and safety legislation.
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1 Creating a business

1.1 Entrepreneurs
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Starting up any business begins with an entrepreneur – a person who has the ability to spot an opportunity for a new business, has ideas and is prepared to take risks to make that business work.
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Some well-known entrepreneurs are Richard Branson, who founded the very successful Virgin Group, and Bill Gates, who founded Microsoft. Two other young men in their twenties – Sergey Brin and Larry Page – had an idea, borrowed money and created Google, which is now valued at more than $70 billion.

There are many examples of smaller but successful entrepreneurs in Northern Ireland. Read about Shnuggle in the case study on this page.


[image: ]
Adam and Sinead Murphy, owners of Shnuggle, pictured here with members of staff from UCI and NI



What it means to be enterprising

To be enterprising means to be able to spot a good business opportunity and to have the vision and drive to make that business succeed. In order to do this, the entrepreneur has to be prepared to take calculated risks.


[image: ]

Case study

Shnuggle was set up by husband and wife team Sinead and Adam Murphy in 2009, using their own experience to design clever baby products. They operate in the Ards Business Centre in Newtownards, Co. Down.

Sinead and Adam’s story began when their first baby, Rose, was very ill. They had a traditional Moses basket for Rose but when she was sick this became unhygienic and impossible to clean. Sinead and Adam created a modern Moses basket which was hygienic and hypoallergenic.

Their business is now an international award-winning brand which has a presence today throughout the United Kingdom and in over twenty five countries worldwide. They currently employ six staff and have developed a further range of baby products.

In 2016 Sinead and Adam appeared on Dragon’s Den asking for financial backing and the support of a Dragon. They were successful and Touker Suleyman joined them. Since then they have had two other offers of investment in the business so their future looks bright!
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Sinead and Adam created a more modern and hygienic Moses basket
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So what are the characteristics of an entrepreneur?


•  An entrepreneur contributes original ideas which give the business an edge over its competitors.

•  An entrepreneur has to be a decision maker.

•  An entrepreneur has leadership qualities and planning skills.

•  An entrepreneur has self-confidence and a passion about their venture.

•  An entrepreneur has the ability to work independently and develop their ideas.

•  An entrepreneur is committed and willing to make personal sacrifices for the benefit of their business.

•  An entrepreneur is a creative thinker and shows initiative.

•  An entrepreneur has a vision of what the business could become and works single-mindedly towards that goal.

•  An entrepreneur has the energy to work hard and make sure that the business achieves its full potential.

•  An entrepreneur is willing to take calculated business risks.

•  An entrepreneur is persuasive and able to encourage financiers such as banks to lend money to the enterprise.

•  An entrepreneur can motivate others in the work team and inspire them with enthusiasm.

•  An entrepreneur has determination and is not discouraged by failures and setbacks, but understands that many good business ideas do not succeed, perhaps because it is the wrong place or time.



Why the government encourages enterprise

The government is keen to encourage enterprise and to develop an ‘enterprise culture’ in Northern Ireland. It has set up various schemes to help entrepreneurs to succeed. Grants and advice are offered through Invest NI, and the Young Enterprise Scheme works with young people. People are encouraged to try their ideas in business and to establish their own businesses rather than be unemployed.

There are several reasons why the government encourages enterprise:


•  It reduces unemployment.

•  New ideas may succeed and provide fresh opportunities for employment.

•  People are motivated and have a ‘feel-good’ attitude.

•  Competition ensures a healthier business environment.

•  Leads to economic development which generates wealth in the economy.



Nature and rewards of risk taking

Risk is about taking sensible or calculated chances. Not all chances will work out well – it is said that only one in five new products succeed in business. Although four out of every five products do not succeed, an entrepreneur will not give up but will keep working until they find a successful idea.
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Activity

Have you got what it takes to be an entrepreneur? Answer the following questions truthfully to find out. The good entrepreneur’s answers are given at the end.


1  What do you do if you find a task difficult?




    (a)  Keep trying until you get it right.

    (b)  Give up.

    (c)  Ask for help.




2  Can you make decisions?




    (a)  Always.

    (b)  Never.

    (c)  Depends on the circumstances.




3  If you won the lottery, which of the following would you do?




    (a)  Tour the world.

    (b)  Treat all your friends to the greatest party ever.

    (c)  Invest it.




4  How single-minded are you? When you are working, are you:




    (a)  easily distracted?

    (b)  oblivious to everything around you?

    (c)  able to concentrate – but only if you like the work?




5  How energetic do you think you are?




    (a)  Very energetic at everything.

    (b)  Energetic at the things I enjoy.

    (c)  There are lots of things I can’t be bothered with.




6  How well do you work with people?




    (a)  I’d rather work on my own.

    (b)  I love being in a team.

    (c)  I must be the team leader.



Answers: 1(a), 2(a), 3(c), 4(b), 5(a), 6(c)
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The nature of risk taking for the entrepreneur is:


•  Losing money



The entrepreneur will have invested considerable sums of money in the new product or business. If the venture fails, that money is lost and could bankrupt the entrepreneur.


•  Losing time



The entrepreneur will have invested long periods of time designing the new product or planning the new business. If the venture fails, that time is wasted.


•  Personal stress, perhaps leading to health issues



The entrepreneur will experience worry that the new idea may not be successful and may become stressed by the long hours worked and lack of sleep.

The rewards of risk taking for the entrepreneur are:


•  Making profits



A successful business with successful products can earn large profits for the entrepreneur. This usually leads to increasing sales, with further opportunities for profit making. There is also the possibility of selling the successful business for a large sum.


•  Becoming famous



Successful entrepreneurs have become household names. For example, everyone recognises Alan Sugar, who owned Amstrad and sold electrical goods, and James Dyson, who designed a bagless vacuum cleaner.


•  Satisfaction



Success brings a high level of satisfaction and sense of achievement. For some, the buzz and excitement make the risk worthwhile.


•  Independence



Some people may want to be independent, to own their own business, make their own decisions and be their own boss. This independence is a reward for taking a risk.
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Activity
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Perks of the business: a coffee shop



Imagine that you work in a local coffee shop full time and have done so for five years.

There are two other full-time staff serving customers and two others in the kitchen preparing food and washing up. The owner has just told you that he is retiring and has suggested that you should take over the coffee shop. He has also told you that he does not own the premises but that they are rented. Should you take over the coffee shop, or not?


1  Write down the risks you think you would face if you took over the coffee shop.

2  Now write down the rewards you would gain if you took over the coffee shop.

3  State your final decision, with reasons.
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Checklist

At this stage you should be able to:


•  describe what it means to be enterprising

•  identify and explain the key entrepreneurial characteristics

•  analyse why the government encourages enterprise

•  analyse the nature and rewards of risk taking.
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Examination question

Identify and explain two characteristics of an entrepreneur.

[6 marks]

How to answer this question

Name one characteristic, e.g. is willing to take calculated risks.

[1 mark]

Explain in more detail what taking calculated risks means.

[2 marks]

Name the second characteristic, e.g. has leadership qualities.

[1 mark]

Explain how they might show leadership.

[2 marks]
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1.2 Business resources

Altogether there are four resources which are necessary in any business. They are:
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Land

A basic need in business is the land on which to place the business premises, houses, roads and farms. However, ‘land’ is used more widely in this economic sense and includes all natural resources – not only the surface of the land but also the oceans and all raw materials which are contained either on, above or in the earth. Such resources and raw materials would include oil, gas, trees, water, fish, wind, coal and minerals. Supplies of land are limited, which makes it a very valuable resource.
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A potential greenfield site



Labour

The term ‘labour’ refers to the human resource in the business – the workers who are employed to manufacture the product or provide the service for which the business has been set up. The labour used in the business may be physical labour or mental labour, depending on the nature of the business’s final product. Supplies of labour with the appropriate skills are also limited.


[image: ]
Construction workers are an example of physical labour



Capital

Capital is defined as ‘wealth which is employed in the creation of further wealth’. It is the element contributed by capitalists – the owners and is a resource to business as it is used to purchase non-current assets (such as land, buildings, machinery, equipment and vehicles). Capital is always in short supply and capitalists will risk investing it only in safe business projects.
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Investing money may pay off



Enterprise

Enterprise has a special role in business activity. You learned in the previous section that enterprise is contributed to a business by people known as entrepreneurs. They develop a business idea, and acquire all the other resources of land, labour and capital. They are usually the managers and they play a most essential role in business, estimating future demand and ensuring that production is at the correct level to meet that demand.

It is the role of the entrepreneur to organise the capital, the land and the labour in the correct proportions to run the business successfully. For example, some businesses such as large factories require vast amounts of capital and land but, because they are heavily mechanised, they may require proportionately less labour. Other businesses such as large department stores may be very labour intensive. For this reason, they would use a large amount of labour but proportionately less land.
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Examination question

Kennedy Systems is a large business producing electrical appliances. They employ well-trained staff and highly developed technology.

Name two resources which Kennedy Systems has used and explain how those resources would be used in the business.

(6 marks)

How to answer this question

Name the two resources which you think have been used.

(2 marks)

Explain how each of those resources would be used in a manufacturing business.

(Up to 2 marks for each resource)
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Each of the people who contribute the resources has to be rewarded. The following table shows how:



	Resource
	Contributed by
	Rewarded by



	Land
	Landlords
	Rent



	Labour
	Employees
	Wages and salaries



	Capital
	Capitalists
	Interest



	Enterprise
	Entrepreneurs
	Profit
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Activity

Molly has come up with a good idea for a new, small business. She knows that the business would be successful but her difficulty is that she would need finance and premises. Some friends agree to join the business. Jack will fund the purchase of all non-current assets, Jamie has premises which he will rent to the business and Sean will work in the business.

Using the spaces provided, name the resource provided by each person and the rewards which he/she can expect.



	Name
	Resource provided
	Reward



	Jamie
	 
	 



	Jack
	 
	 



	Molly
	 
	 



	Sean
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How businesses use resources differently

A business would not be successful unless it has all four resources. A person might have adequate amounts of capital but unless that person has enterprise, he/she would not be able to start a business.

Equally, an entrepreneur may have great ideas for a successful business but unless he/she has land on which to start the business and labour to operate it, there will be no business.

On the other hand, a landowner may own large areas of land but without the ideas contributed by enterprise or sufficient amounts of capital, he/she would not have a business.
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Activity

Study each of the following businesses and state which resource(s) you think it would make most use of:



	A large well-mechanised farm
	………………..



	A young girl working on her own making jewellery
	………………..



	An out-of-town supermarket
	………………..



	A fisherman
	………………..
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Checklist

At this stage you should be able to:


•  explain the resources a business needs

•  analyse how businesses use resources differently.
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