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Assessment objectives

Assessment Objective Command words

AO1
Demonstrate knowledge and 
understanding of business concepts and 
issue

Identify, State, Explain

AO2
Apply knowledge and understanding of 
business concepts and issues to a variety of 
contexts

Calculate, Complete, Explain 

AO3

Analyse and evaluate business information 
and issues to demonstrate understanding 
of business activity, make judgements and 
draw conclusions

Analyse, Discuss, Evaluate, Recommend

GCSE Command words

St
at

e Give a short answer referring to a piece of 
contextual information

Id
en

ti
fy

Give a short answer referring to a piece of 
contextual information

C
al

cu
la

te

Figure out the answer by adding the numbers in 
the data

Ex
p

la
in Give a statement of fact with two further 

expansion points 

A
n

al
ys

e

An extended answer, requiring expansion and 
exploration of a business concept or issue

D
is

cu
ss Write an extended answer, using knowledge to 

show your understanding

R
ec

o
m

m
en

d

Present key points about different ideas or 
strengths or weaknesses of an idea 

Ev
al

u
at

e

Write an extended answer, using knowledge to 
reach a supported conclusion
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Key vocabulary

En
te

rp
ri

se Seeing an opportunity to provide a 
product or service that people are 
willing to buy

En
tr

e
p

re
n

e
u

r A person who takes the risk of 
starting and running a business

B
u

si
n

es
s Someone’s regular occupation, 

profession or trade

1.1 – Role of Business Enterprise and Entrepreneurship

What is the meaning of enterprising 
characteristics?

They are the features of an entrepreneur. 

What are the entrepreneurial characteristics?

• Risk-taking
• Creativity
• Determination
• Confidence 

What are the risks of business enterprise?

• Financial - Possibility of losing money
• Health - The strain of being in charge can affect health
• Strained relationships - Starting a business is time 

consuming

What are the rewards of business enterprise?

• Financial - Some successful entrepreneurs can make a 
lot of money

• Independence - Some people like to be their own boss
• Self-satisfaction - Some people like to see and idea work

1.2 – Business Planning

What is a business plan? It details how a business aims to achieve its objectives 

What is the purpose of a business plan?
• To reduce the risk of starting a business
• To help a business succeed 

What is the role of a business plan?

• To identify markets
• To help with finance
• To identify resources needed 
• To achieve aims and objectives 

What are the contents of a business plan?
Aims & objectives, target market, competition, the idea, 
people running it, market research, finance

Module 1 –
Business Activity

Article 6:

You have the right to life and 

to be healthy.



GCSE Business Studies

1.3 – Business Ownership

What is a Private Limited 
Company (LTD)?

Businesses owned by one or more shareholders 
and profits are shared between them

What are the advantages of a 
Private Limited Company 
(LTD)?

• Limited liability
• Continuity
• Can raise capital more easily
• Control over share sale

What are the disadvantages 
of a Private Limited Company 
(LTD)?

• Financial information available to the public
• Complex and expensive to set up
• Sale of shares is restricted
• Dividends to be paid

What is a Public Limited 
Company (PLC)?

A company that is able to offer its shares to the 
public

What are the advantages of a 
Public Limited Company 
(PLC)?

• Can raise large amounts of capital
• Easier to borrow money
• Limited liability for shareholders

What are the disadvantages 
of a Public Limited Company 
(PLC)?

• Possibility of a takeover
• Complex and expensive to set up
• Hard to manage as so large
• Financial information available to the public

What is a ‘deed of 
partnership’?

A document setting out the operations of the 
partnership

What is a ‘sleeping partner’? Someone who only invests in a partnership

What is a shareholder? Owners of a limited company

What is a dividend?
Money paid to shareholders from business 
profits

1.3 – Business Ownership

What is a sole trader?
Someone who owns and runs their business as an 
individual 

What are the advantages of 
a sole trader?

• Easy to set up
• Little finance required
• Full control
• Keep all the profits
• Financial information is private

What are the disadvantages 
of a sole trader?

• Unlimited liability
• Business stops if ill or on holiday
• Long working hours
• Shortage of capital
• Skills shortage 
• No continuity

What is a partnership? Two or more people owning a business together 

What are the advantages of 
a partnership?

• More capital available
• Easy to set up
• More skills available 
• Shared workload
• Financial information is private

What are the disadvantages 
of a partnership?

• Shared profit
• Unlimited liability 
• Shortage of capital
• Slower decision making
• No continuity

What is unlimited liability?
The responsibility for the debts of the business 
rests with the owners

What is limited liability?
The responsibility for the debts of the business is 
limited to the amount invested

Module 1 –
Business Activity

Article 12:

Your right to say what you think should happen and be listened to.
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Key vocabulary

su
rv

iv
al The business can pay its cots but has 

nothing left

p
ro

fi
t The difference between revenue and 

costs

gr
o

w
th The share of the total market for a 

product

st
ak

e
h

o
ld

e
rs Groups of people or individuals who 

have an interest in a business

fi
n

an
ce

The money needed to start a business

o
b

je
ct

iv
e It is a purpose or a goal

ca
p

ti
al

Money raised to start or develop a 
business

1.4 – Business Aims and Objectives

What are business objectives? They are what the business wants to achieve

What is market share? The share of the total market for a product

What are the aims and objectives of a 
business?

• Survival
• Profit
• Growth
• Market share
• Providing a service 

What happens to the aims and 
objectives when a business evolves?

The objectives may change as a business evolves
• Initially – the aim may be to simply survive
• Later – the aim may be to increase profit or market share 

What will change depending on the 
type of business? 

The objectives will also depend on the type of business 
ownership

Module 1 –
Business Activity

Article 29:

Your right to become the best that you can be.
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1.6 – Business Growth

What are the two methods of 
business growth?

There is organic growth and external 
growth

What is organic growth?
Internal growth using own resources i.e. 
opening more shops

What are the perks of organic 
growth in businesses?

• Increasing output – selling more 
products

• Gaining new customers – reduce the 
price, open more shops

• Developing new products – to target 
a wider range of customers

• Increasing market share – selling 
more than competitors 

What is external growth?
There are two types of external growth –
merger and takeover

What is a merger in external 
growth?

Two or more businesses agreeing to join 
together

What is a takeover in external 
growth?

One business takes control of another

What is Horizontal growth?
Two businesses in the same production 
sector joining together

What is Vertical growth?
Two businesses in different production 
sectors joining together

What is ‘diversification’? 
Two businesses coming together with no 
connection 

1.5 – Stakeholders in Business

What are internal 
stakeholders?

People with an interest in and who work in the 
business

What are external 
stakeholders?

People with an interest in but who are outside of 
the business 

What effects do owners
have as a stakeholder? 

Owners are internal stakeholders who see profit 
as their main aim so will want to run the business 
cost effectively.

What effects do 
employees have as a 
stakeholder? 

Employees are internal stakeholders and want to 
be treated well and receive a fair wage. Without 
this they could go on strike.

What effects do 
customers have as a 
stakeholder? 

Customers are external stakeholders and want to 
receive a good service and pay a fair price. 
Without this they could go to competitors.

What effects do 
suppliers have as a 
stakeholder? 

Suppliers are external stakeholders and want to 
be paid on time. Delayed payments could mean 
the supplier refuses orders.

What effects does 
government have as a 
stakeholder? 

The government is an external stakeholder and 
wants businesses to succeed however an increase 
in income tax means less money for customers.

What effects does the 
local authority have as a 
stakeholder? 

The local authority is an external stakeholder and 
wants jobs in their area, however they could 
protest against a new business development 

Module 1 –
Business Activity

Article 6:

You have the right to life and to be healthy.
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Key vocabulary

m
ar

ke
ti

n
g

Is finding the needs of consumers and 
demonstrating how a business fulfils 
those needs in a way that increases 
sales.

m
ar

ke
t 

re
se

ar
ch

Is the collection of data on consumer 
habits to help decision-making in 
marketing.

Ta
rg

e
t 

m
ar

ke
t

The group of customers to whom a 
business aims to sell its products. May 
be other businesses.

2.1 – The role of marketing

What is marketing?
Is finding the needs of consumers and demonstrating how 
a business fulfils those needs in a way that increases sales.

What are the two key components of marketing?
• Identifying and understanding customers
• Informing customers

What are the ways of increasing sales through 
marketing?

• Advertising
• Introducing new products
• Increasing product range
• Reducing price
• Selling products in new markets
• Selling by different methods

What is market research?
• Is the collection of data on consumer habits to help 

decision-making in marketing.

2.2 – Market research

Why is market research important?
It will help a business be clear on whether there is demand 
for their product or service.

What are the methods of primary market 
research?

• Questionnaires
• Interviews
• Trials
• Focus groups

What are the sources of secondary market 
research?

• Census data
• Websites
• Internal data
• Newspapers and magazines

Module 2 –
Marketing

Article 12:

Your right to say what you think should happen and be listened to.
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Advantages and disadvantages of primary research

Advantages Disadvantages

Research is up to date Can be expensive

Tailored questions to meet requirements of 
business

May take a long time to process qualitative data

Easy to identify target market Responses from target audience may not always be reliable

Advantages and disadvantages of secondary research

Advantages Disadvantages

Relatively easy to carry out May not be exactly what the business wants

Very cheap form of market research Data may not be up to date

Wide range of data is readily available
Data may not be in a form that the business cannot analyse 
easily.

Module 2 –
Marketing

Key vocabulary

Q
u

al
it

at
iv

e
 d

at
a is data based on the opinions of 

those being asked.

Q
u

an
ti

ta
ti

ve
 d

at
a Is data based on facts and 

numbers

Article 29:

Your right to become the best that you can be.
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Module 2 –

Marketing

2.3 – Market segmentation
What is market segmentation? Is the splitting the market for a product into different parts or segments

What is a target market?
Is the group of customers at which a product or service is aimed, or 
targeted

Methods by which a market can be 
segmented

• Age
• Gender
• Income
• Location
• Lifestyle

2.4 – The marketing mix – Pricing methods

Competitor pricing When a price is based on what competitors charge for a similar product.

Cost-plus pricing
When a percentage of profit is added to the cost of making the product to 
give the selling price.

Penetration pricing When the price is set lower than competitors to break into a market.

Skimming
When the price is set higher than competitors as the product is more 
advanced.

Promotional pricing When prices are reduced to give products a boost or sell off old stock.

The 4 Ps

• Product

• Place

• Price

• Promotion

Article 6:

You have the right to life and to be healthy.
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Module 2 –

Marketing

2.4 – The marketing mix - Product

The importance of 
product in marketing

Businesses will always try to supply products that 
customers will want to buy, at a price chich the 
business can make the profit it requires.

Factors to consider 
before going to market

• R & D – Research & development
• Design
• Invention – when an entirely new product is 

invented it has an advantage over its 
competitors

• Innovation – improvements on the original 
idea

Branding

• Branding is closely linked to design and image.
• Strong brands may be recognised simply by a 

symbol which is sometimes referred to as a 
trademark

The product life cycle – usually shown as a graph, divided up into four stages: introduction, 
growth, maturity and decline.
Introduction When a product or service is first on sale

Growth When sales are growing strongly as the new product or service becomes known

Maturity When sales are at their highest level

Deline When sales are falling as the product or service is seen by customers as being old and they switch to newer products or services

Extension strategies When a business tries to extend the life cycle through more advertising, reducing the price or selling to new markets.

Article 12:

Your right to say what you think should happen and be listened to.
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Module 2 –

Marketing

2.4 – The marketing mix - Place

Place
Place is concerned with the distribution of 
goods and services I.e. how those goods 
and services reach the customer

Physical dis
tribution

Is the distribution of goods using a physical 
presence such as a shop or office

Digital 
distribution

Is the distribution of goods and services 
digitally by downloading from a website.

Article 29:

Your right to become the best that you can be.



GCSE Business Studies

2.4 – The marketing mix - promotion

What are aims of promotion?

• To inform customers about a product or service
• To keep a business ahead of its competitors
• To create or change the image of a business, its 

products and services
• To maintain or increase sales

Methods of promotion (including point of sale 
promotions)

• Price reductions
• Loss leaders
• Competitions
• Free samples

Advertising

What are the methods of advertising a company 
can choose?

• Social media
• Printed media
• Radio
• Websites
• Television

Advertising campaign
Is a series of advertising often using different advertising 
media.

Advertising media
Are the methods by which a business can advertise a 
product. Includes newspapers, TV and radio.

Module 2 –
Marketing

Article 6:

You have the right to life and to be healthy.
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2.4 – The marketing mix – How the 4Ps of the marketing mix 
work together

A business must have a product or service that 
customers want to buy and it must be distributed 
or sold in a place in a way that customers are 
happy with. If a business wants to increase sales, 
the marketing mix might work in the way opposite 
->

• Price – must be at a level to attract an increased number 
of customers.

• Product – does the product justify the price?
• Place – sales could be increased by selling through 

different channels of distribution.
• Promotion - the customer needs to know about the 

product or service, otherwise there will be no increase 
in sales.

The marketing mix and new businesses • Promotion is especially important for a new business 
trying to launch new products or services.

• Price will need to be carefully set; otherwise possible 
customers will not use the new business.

The marketing mix and established businesses • Established businesses will take a different view of the 
marketing mix

• Less focus may be put on promotion as customers are 
well aware of the product on offer

• When there is a lot of competition it is still important for 
the biggest, most established business to keep their 
customers informed of new products and low prices.

Module 2 –
Marketing

Key vocabulary

M
ar

ke
t 

d
at

a Is information that can help 
marketing decisions. It includes 
data on such things like market 
share, changes in demand and the 
effect of promotions.

M
ar

ke
t 

sh
ar

e

Is the percentage of total sales of a 
product that a business has made. 
If a business sells 20,000 products 
and the total market for that 
product is 50,000, then the 
business has a market share of 40 
per cent.

Article 12:

Your right to say what you think should happen and be listened to.
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Key vocabulary

H
u

m
an

 
re

so
u

rc
e

s Are the workers employed by a 
business

R
e

gu
la

ti
o

n
s

Are rules imposed on businesses by 
the government

Ze
ro

-h
o

u
r 

co
n

tr
ac

ts

Are contracts given to employees 
which do not guarantee any work. 
The business will call workers if and 
when they are needed to ask them 
to come to work.

3.1 – Role of Human Resources

What is the purpose of human resources?
The purpose of human resources is to carry out the 
functions of a business.

What are some of the functions of a business?

• Production – production workers make the product or 
provide service

• Finance – finance workers send out bills and collect in 
payments

• Marketing – marketing workers encourage buyers for 
goods or services that the business provides

What are the human resources needs?

• Identifying the number of workers needed
• The number of workers who will work full-time or part-

time
• The number of workers who should be employed on 

zero-hours contracts
• The number of workers needed to hire as contractors
• Where the workers will work
• The need to manage and supervise some of the workers

Module 3 –
People

3.2 – Organisational structures and different ways of working

What is organisation structure?
Is how people and departments are organised within a 
business.

What is an organisation chart? Is a way of displaying the organisation structure

Key vocabulary

A
u

th
o

ri
ty Is the power that one person has to 

make decisions and to control what 
other workers do.

C
h

ai
n

 o
f 

co
m

m
an

d is the links in the levels of authority 
from those at the top with the 
most to those at the bottom with 
the least.

Article 29:

Your right to become the best that you can be.



3.2 Organisation structures (Tall and flat)

Organisation charts help businesses by showing:

• Who is responsible for which functions and tasks
• What a person is accountable for
• Which work is delegated to others in the business
• Who a worker is managed by and from whom they must 

take orders
• Lines of communication within the organisation
• How different departments work together

Key words

Subordinates • Are the workers that a line manager is responsible for

Span of control • Is the number of subordinates who report directly to 
the line manager

Delegation • Is the process of giving a manager authority to a 
subordinate to make decisions for which that 
manager is responsible

Layers • Are the number of levels of authority that there are in 
a chain of command

Accountability • Is the responsibility that a person has for a job 
meaning that they will take the blame for what goes 
wrong as well as the credit for what goes right.

Module 3 –
People

Article 6:

You have the right to life and to be healthy.
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3.3 Communication in business

What is 
communication?

Communication is the transmission of a message from a 
sender to a receiver.

Different kinds of communication

Internal 
communication

• Takes place between people who work in the same 
organisation. It may be vertical or horizontal.

Vertical 
communication

• Is between people on different layers of the organisation's
hierarchy.

Horizontal 
communication

• Takes place when two people at the same level within the 
organisation structure communicate with each other.

External 
communication

• Takes place between one person in an organisation and 
someone outside that organisation

Formal 
communication

• Takes place when the means of communicating are 
through official channels.

Informal 
communication

• Can just be as important as – and sometimes more 
important than – formal communication. E.g. a 
conversation during break.

Vertical communication

Horizontal communication

3.3 Communication in business

Ways of communicating in a business context

Verbal 
Communication

• Phone
• Meetings
• Presentations

Written 
communication

• Letters
• Emails and texts
• Social media
• Website

How digital communication influences business activity

Marketing • Businesses can sell products online and use 
websites to promote their goods and services 
through these.

Human resources • Working when mobile and working from home are 
two of the key changes brought about by the 
development of digital communication

Operations • Production is now often highly automated as 
computers communicate digitally with robots to 
control the production process.

Finance • Accounting information such as invoices can be 
communicated more quickly and easily. Payments 
can be made digitally.

Improved employee 
performance, 
productivity and costs

• Digital communication has improved employee 
performance, increasing the productivity of workers 
which in turn has reduced the costs of production.

New business 
opportunities

• Businesses are needed to make the hardware, 
technical experts are required to install and 
maintain software and trainers are needed to train 
staff in businesses.

Module 3 –
People

Article 12:

Your right to say what you think should happen and be listened to.
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3.4 Recruitment and selection
Why do 
businesses 
recruit?

• Business is starting up or growing – more workers will be 
needed.

• Replace staff who leave (promotion, retirement, work in 
another industry).

• Business may have a skills shortage.

Internal 
recruitment

• is when a job vacancy is filled by someone who is already an 
employee of the business.

Methods of advertising include:
• Noticeboards
• Staff meeting announcements
• Emails to workers

External 
recruitment

• Is when a job vacancy is filled by someone from outside the 
business

Methods of advertising include:
• Company website
• Newspaper
• Social media

Recruitment 
methods

• Letter of application
• Application form
• CV
• Interviews
• Tests and presentations
• Group activities
• References

Key vocabulary

Selection Is the process of choosing between applicants for a 
job.

Job description Lists the main duties, tasks and responsibilities of a 
worker.

Person specification List the qualities, qualifications and knowledge a 
person should have to do a particular job.

Human resources 
department

Is the department in a business that deals with the 
recruitment and selection of workers, with pay and 
other employment matters.

Induction training Is training to introduce a new worker to the 
business, place of work and their fellow workers as 
well as their job.

Skills gap Is when the business recruits skilled workers 
because it is short of them.

Group activities Are usually designed to test how well an applicant 
works with others.

References Are statements from a previous or current employer 
or other responsible person about the suitability of 
the applicant for the job.

Recruitment agency Is a specialist agency that carries out all the tasks 
involved in recruitment and selection of workers on 
behalf of an organisation.

Hays plc is an example of a 
recruitment agency

Module 3 –
People

Article 29:

Your right to become the best that you can be.
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3.5 Motivation and retention
What is motivation? Motivation is the encouragement given 

to workers to work well. A motivated 
worker will feel responsible, fulfilled and 
happy in their work.

What is retention? Is when workers choose to stay in a firm 
rather than move elsewhere

What key benefits can well-motivated workers bring?
• High employee performance
• High retention and low turnover of workers
• Ease of recruitment of new workers
• Less need for the supervision of workers
• Low absenteeism
• Reduced waste of raw materials
• Better delivery of services
• Increased custom

Methods of financial 
motivation

Methods of non-financial 
motivation

• Pay
• Profit-sharing
• Bonus

• Praise
• Award schemes
• Working environment

Key vocabulary
Turnover of 
labour

Is a measure of the number or proportion of a staff who leave 
a firm each year and need replacing

Productivity Is a measure of output per worker. It is one way of measuring 
the performance of workers.

Pay Is the money earned by workers as a reward for what they 
do.

Profit sharing Is when workers receive some of the profits made by a 
business.

Bonus Is an additional payment to workers for achieving a target.

Fringe benefits Are additional benefits that workers receive on top of their 
pay. They include pensions, childcare vouchers, subsidised
canteen meals.

Praise Is a method of motivating a worker by complimenting their 
work and so making their work recognised and valued.

Award scheme Is the presentation of some kind to recognise somebody's 
effort.

Working 
environment

Is the quality of the physical workplace and its climate

Financial methods of 
motivation

Pay

Profit sharing

Bonus

Fringe benefits

Working environment

PraiseAward schemes

Module 3 –
People

Article 6:

You have the right to life and to be healthy.

GCSE Business Studies

Non-financial methods of 
motivation



3.6 Training and development
What is the difference between 
training and development?

Training is more job specific and short 
term. Development is about the overall 
growth of the worker and is longer term.

Why businesses train their workers?
• Technical skills
• Personal skills
• Health and safety training
• Diversity in the workplace
• Management skills
• New workers
• Group working
• Knowledge of new products
• Flexibility
• Retraining
• Personal development

On-the-job training Off-the-job training

This training or development is done 
while an employee is working. 
Learning as tasks are being 
completed.

Is when employees are trained or 
developed away from their work. Role 
plays, demonstrations, team-building are all 
examples

Induction training Staff development

Is training for new workers. It 
can be delivered on-the-job or 
off-the-job

Is about developing the person over a 
period of time while training is more short 
term. Staff development can lead to both 
vocational and academic qualifications.
Apprenticeships are a form of staff 
development.

Key vocabulary

Apprenticeship is a long-term development program for workers 
to learn job skills while they work through a 
mixture of on- and off-the-job training and study. 
Apprenticeships lead to some kind of vocational 
qualification.

Professional 
development

Includes both vocational and academic 
development. It involves learning over a long 
period of time. Workers may learn through 
external courses with this learning being 
reinforced by practical activity in the workplace. 
Professional development often leads to 
qualifications. It is about developing the long-term 
potential of the employee.

Module 3 –
People

Article 12:

Your right to say what you 

think should happen and be listened to.

GCSE Business Studies



3.7 Employment law P 159
There are many different ways in 
which people may experience 
discrimination at work at work and 
are protected by government 
legislation under the Equality Act 
of 2010. Some of the areas which 
are covered are opposite ->

• Disability
• Ethnicity
• Gender
• Religion or belief
• Sexual orientation
• Equal pay

The Equality Act of 2010 is designed to protect the rights of individuals and 
advance equality of opportunity for all. Discrimination at work can affect the 
following :

• Recruitment
• Pay
• Terms and conditions of employment
• Promotion opportunities
• Training opportunities
• When an employee is dismissed

Holidays – the law says that all workers are legally entitled to have 5.6 weeks 
holiday each year, including bank holidays.

So, for example, if a person works a 5-day week, their holiday entitlement per 
year will be: 5 x 5.6 = 28 days.

Hours worked – The maximum number of hours an adult can be asked to work 
is 48 hours per week (the limit is 40 hours for a person under 18).

Contracts of employment – A contract is a legal agreement between two 
people.

The Employment Rights Act 1996 states that a business does not need to give a 
worker a written contract of employment, but it must give a statement of 
employment particulars within eight weeks of starting work.

Key vocabulary

Employment law Is designed to protect workers from employers who may treat 
them unfairly.

Discrimination Is when one worker is treated different from another for no 
acceptable reason. There are several unacceptable reasons for 
different treatment.

Working time 
directive

Is a statement of the maximum number of hours that a person 
can be asked to work.

Holiday 
entitlement

Is the amount of paid holiday that a worker can have in a year.

Employment 
tribunal

Is a panel that hears cases where employment laws may have 
been broken and which comes to a decision either in favour of 
the employer or employee.

Trade union Is an employee organisation that exists to represent the 
interests of its members.

Contract of 
employment

Is a legal agreement between an employer and an employee.

Statement of 
employment 
particulars

Is a part of the employment contract. It gives details of the 
terms of employment.

Module 3 –
People

Article 29:
Your right to become the best that you can be.
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Key vocabulary

A
u

to
m

at
io

n is a production process involving 
machinery that is not controlled by a 
person but usually controlled by a 
computer.

R
o

b
o

ti
cs

Is the use of robots in the process of 
production.

4.1 – Production processes

What is job production?

This process involves making each product individually. 
Products are often of high quality as each job is done 
exactly the way the customer wants it.
E.g. Bespoke wedding dress or a tailored suit.

What is batch production?

The batch process of production involves producing one 
type of product for a while, then changing production to 
another type of product .
E.g Bakers may make a batch of one kind of bread and 
then switch production to make a different kind of 
bread.

What is flow production?

The flow process of production involves an assembly line. 
One type of product is made continuously. Goods made are 
mass produced.
E.g. Car production.

The influence of technology on production and the impact on 
businesses

Automation
Production in many industries can be controlled 
automatically by programming a computer to control 
machinery.

Computers
Computers can help automate production, particularly in 
service industries. For example many people bank online.

Robotics
Robots are used very widely in car manufacturing and in 
the manufacturing of components used in cars. Some trains 
operate without human drivers.
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Key vocabulary

R
e

tu
rn

s

Are goods which customers take 
back to the shop because there are 
problems with the quality of them.

R
e

ca
lls

Are when a fault occurs with a 
product and the business asks for 
the product to be brought back so it 
can be repaired.

4.2 – Quality of goods and services

What is quality? Quality is about a product being fit for purpose.

The importance of providing quality goods and 
services

• It avoids waste
• It avoids recalls
• Reputation and sales
• It avoids disruption of production

Methods of ensuring quality

Quality control Quality assurance

Quality control is a system for inspecting the 
quality of the goods or services produced and 
that they are of a good standard.

Quality assurance is an approach that involves the whole 
business focusing on quality, thus aiming to prevent 
quality problems arising.

Advantages
• Can help prevent faulty goods and services 

being sold
• It is not disruptive to production
• Business may benefit from an improved 

reputation

Advantages
• May be less wastage resulting in reduced production 

costs
• Workers may feel valued as a result of responsibility
• Business may benefit from an improved reputation

Disadvantages
• Does not prevent waste of resources when 

faulty
• Costs money
• Does no encourage all workers to be 

responsible for quality

Disadvantages
• Production may be disrupted as checking takes place
• May cost the business a lot to train workers
• Workers may worry about the extra responsibility.
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Key vocabulary

Te
le

sa
le

s

Is sales completed over the 
telephone.

Fa
ce

 t
o

 f
ac

e
 

se
lli

n
g

Is usually completed in a shop where 
there is a direct contact between 
buyer and seller.

4.3 – The sales process and customer service

What are the three methods of selling?
• E-commerce
• Face to face
• Telesales

E-commerce

E-commerce is the process of bringing a buyer and seller together electronically. It is 
commonly described as online sales. The following are some of the advantages to a 
business of E-commerce:

Advantages Disadvantages

Worldwide market can be reached.
Worldwide competition

Open all the time Problems of delivering and accepting goods

Lower operating costs Online security
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Key vocabulary

P
ro

d
u

ct
 

kn
o

w
le

d
ge

Is the detailed knowledge of a product 
or service that staff within a business 
use to help persuade a customer to 
buy.

A
ft

e
r 

sa
le

s 
se

rv
ic

e is advice and help given to a customer 
after they have bought a product or 
service.

Face to face selling

Face to face selling for a retail organisation is normally seen as selling through a 
shop.

Advantages Disadvantages

Can be good interaction between business 
and customer.

Shops are expensive to operate.

There is an opportunity for questions to be 
asked and advice to be given.

In bad weather, potential customers may decide to 
stay at home and shop online.

If the business believes that a customer has 
been well served they will return.

Some shoppers know exactly what they want and 
feel that face to face buying and selling is simply not 
needed.

Telesales

Telesales, or telephone sales, can be a bridge between online commerce and 
face to face selling. It may be advantageous to the customer in that they can 
often argue for a better deal, for example when renewing a mobile phone 
contract. On the downside "cold calling" is seen as a nuisance by many people.
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Key vocabulary

C
u

st
o

m
e

r 
se

rv
ic

e

Is the name given to an area of 
business that deals with customer 
enquiries.

C
u

st
o

m
e

r 
e

n
ga

ge
m

e
n

t Is the contact between the 
business and a customer.

The importance of customer service and after-sales service

Customer service is important as it helps maintain or increase sales. Competitors 
are all too ready to take customers from any business that is seen to fall in the 
standard of its customer service.

How might a business provide good customer service?

After-sales service

After-sales service is vital in a competitive environment. This 
could mean offering a refund or it could mean organising a 
speedy repair if appropriate.

Good product knowledge If a customer feels that they have been given clear help, they 
are more likely to buy. Sales staff who know a lot about the 
products they are selling can offer advice and can install 
confidence in buyers.

Customer engagement In face to face selling it is important to be friendly to customers. 
If staff are well trained in terms of product knowledge and 
manners, there is more chance in a sale being made. E-
commerce businesses will also engage with customers by 
sending details of new product launches, discounts and special 
offers on a regular basis.
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Key vocabulary

C
o

n
su

m
e

r 
la

w IIs the area of law which protects 
the consumers of a business. This is 
mainly through the Consumers 
Rights Act of 2015.

Sa
ti

sf
ac

to
ry

 q
u

al
it

y 
o

f 
go

o
d

s

Means that how the goods are 
made will reflect the price. A high-
priced product must be of high 
quality.

4.4 – Consumer law

What are consumer rights?

There are laws that help protect customers, and by giving 
customers protection, there is an impact on businesses.
Customers are protected by the Consumers Rights Act 
2015.

Customer rights

Under the Consumers Rights Act, the law gives customers protection when they buy 
goods and services, which must be:
• Of satisfactory quality
• Fit for purpose
• As described

The impact of consumer law on business

Production of quality goods
If a business does not produce goods of "satisfactory 
quality" it may face customers returning goods for 
refund under the Consumers Rights Act.

Safety of goods If goods are produced that are defective in any way 
customers can claim compensation for damage, death or 
personal injury.

Loss of reputation Reputations take a long time to build and can be quickly 
destroyed if customers report defective products or poor 
service.
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4.5 – Business location

Factors influencing the location of a business

• The cost of the site
• Transport infrastructure
• Government grants
• Proximity to the target market
• Proximity to raw materials

Key vocabulary

Transport infrastructure Is the provision of roads, railways, ports and 
airports in an area for transporting goods and 
people.

Location Refers to the place where a business is sited.

Labour Is a factor of production. It is the labour employed 
by businesses to produce goods and services

Raw materials Are materials that are processed in some way as 
part of the manufacture of a product.
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4.6 – Working with suppliers

The role of procurement

1. Identifying goods and services to buy
2. Choosing suppliers
3. Ordering goods and services
4. Receiving deliveries from suppliers

Key vocabulary

P
ro

cu
re

m
e

n
t Is the management of purchasing 

within a business.

Lo
gi

st
ic

s

Is the management of the 
transportation and storage of goods.

Impact of logistical and supply decisions on a business

What are suppliers?
Suppliers are parties who supply goods and/or services 
to a business.

Decision on logistics and supply are affected by Time – if goods do not arrive at the correct time, then 
there is an impact on the business.

Reliability of supply – a business must have reliable 
supplies and be confident that their suppliers can 
deliver consistently on time.

Length of the supply chain – a shorter supply chain will 
usually be more reliable and easier to manage.

Costs – A saving on costs may result in lower quality, 
less reliability and consequently a loss of good 
reputation that might be difficult to get back.

Customer service – Businesses buy from other 
businesses. Therefore, businesses are customers too 
and it is important for a business to have a good 
relationship with their suppliers.
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Key vocabulary

Fi
n

an
ce

 f
u

n
ct

io
n Is sometimes referred to as the finance 

department. Only found in larger 
businesses.

Fi
n

an
ci

al
 

in
fo

rm
at

io
n

Includes details of profit, loss, cash flow, 
break-even, profit margin and average 
rate of return. These can be used in 
helping business decision-making.

5.1 – The role of the finance function

What is the finance function?

Only larger businesses will have a separate finance 
function. Sole traders and partnerships would normally 
employ an accountant to check their finances. Larger 
limited companies will have their own finance 
function.

What is the purpose of the finance function?
• Provide financial information
• To support business planning
• To support decision making

5.2 - Sources of finance

What are the ways of raising finance?
Businesses can raise finance either internally or 
externally. They can raise it to meet their short-term, 
medium- and long-term needs.

What sources of finance are available to 
different kinds of business structure?

• Sole traders and partnerships are not able to raise 
finance by selling shares

• Limited companies cannot take extra partners in 
the hope of raising finance

• Businesses with a poor financial record are unlikely to 
find many banks willing to lend money to them

Short -, medium and long-term finance Short-term finance is usually money that is required for 
up to a year.
Medium-term finance is usually needed for one to five 
years.
Long-term finance is money that is needed for over five 
years.

Module 5 –
Finance

Article 29:

Your right to become the best 

that you can be.

GCSE Business Studies



Different sources of finance
Description Advantage(s) Disadvantage(s)

Owner's capital – owners use their own 
savings.

• No need to repay money
• No interest has to be paid

• If the does not have enough savings, another 
source of finance will be needed

Retained profit – profit that is made by 
the business but which is not paid out to 
the owners but invested back into the 
business instead.

• No interest has to be paid
• No need to repay the money
• No cost to raise finance

• Only available to businesses that have made 
profits

Sale of assets – a fixed asset, such as 
machinery or a premises that the 
business owns, is sold.

• Good if the asset is no longer of use to the 
business

• Can take time to sell the asset
• May not be possible to find a buyer

Overdraft – an arrangement with a bank 
that the business can spend more money 
than it has in its bank account.

• Can meet short-term cash flow problems
• Business can continue trading in the short 

term

• Interest is charged on the daily amount of 
money that the business owes to the bank. It 
can be expensive

Trade credit – the business does not 
need to pay the supplier for a period of 
time – often 30 days.

• The period of credit is usually interest free
• It helps businesses that may have a 

temporary shortage of funds

• Goods must be paid for even if they don't sell
• Interest is charged if the credit is not repaid 

within the time limit

Taking on a new partner – a new partner 
contributes finance to the business.

• A new partner may bring new skills
• No costs to raise finance

• New partner entitled to share of any profits 
& have a say in the running of the business

Loan – an amount of money borrowed 
from a bank or other lender usually for a 
stated purpose.

• Repayment is spread over time
• Business knows the amount to be paid in 

instalments which helps budgeting

• Interest has to be paid back
• Business may need to risk an asset as 

security

Share issue – new shares are sold, raising 
money for the business.

• Large amounts of finance can be raised
• Money does not have to be paid back

• Dividends may have to be paid
• Shareholders have a say in the business

Crowdfunding – money is raised from 
"sponsors" usually by advertising a 
business idea on a crowdfunding 
website.

• A lot of money can be raised from a lot of 
contributors

• Used for start-up or expansion
• No security is needed for loans

• Interest will need to be paid on loans
• Profits may need to be shared if equities are 

sold
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Key vocabulary

Fi
n

an
ce

 f
u

n
ct

io
n Is sometimes referred to as the finance 

department. Only found in larger 
businesses.

Fi
n

an
ci

al
 

in
fo

rm
at

io
n

Includes details of profit, loss, cash 
flow, break-even, profit margin and 
average rate of return. These can be 
used in helping business decision-
making.

5.1 – The role of the finance function

What is the finance function?

Only larger businesses will have a separate finance 
function. Sole traders and partnerships would normally 
employ an accountant to check their finances. Larger 
limited companies will have their own finance function.

What is the purpose of the finance function?
• Provide financial information
• To support business planning
• To support decision making

5.2 - Sources of finance

What are the ways of raising finance?
Businesses can raise finance either internally or 
externally. They can raise it to meet their short-term, 
medium- and long-term needs.

What sources of finance are available to 
different kinds of business structure?

• Sole traders and partnerships are not able to raise 
finance by selling shares

• Limited companies cannot take extra partners in 
the hope of raising finance

• Businesses with a poor financial record are unlikely to 
find many banks willing to lend money to them

Short -, medium and long-term finance Short-term finance is usually money that is required for 
up to a year.
Medium-term finance is usually needed for one to five 
years.
Long-term finance is money that is needed for over five 
years.
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Key vocabulary

P
ro

fi
t

Is money left over from revenue once 
the costs of the operating the 
business have been paid.

Lo
ss

Occurs in a business when costs are 
greater than revenue.

5.3 – Revenue, costs, profit and loss

What is revenue?
Revenue is income coming into a business from the sale of products and services.
Revenue = quantity sold x selling price

Costs
Costs are the payments that a business makes in order to make goods and services. 
Wages, rent, raw materials, transportations cost are some examples. There are 
three kinds of costs in business, fixed costs, variable costs and total costs.

Fixed costs Fixed costs are costs that do not change with output.
Rent is an example of a fixed cost.

Variable costs Variable costs are costs that do change with output.
Raw materials are an example of a variable cost.

Total costs The total costs of a business are fournd by adding the total for all of its fixed and 
variable costs.

Profit and loss

There are two kinds of profit
• Gross profit
• Net profit

Gross profit

Gross profit = revenue minus the cost of sales

It is the amount of profit made when taking only variable 
costs into account.

Net profit Net profit = gross profit minus the costs of running the 
business
Is the amount of profit made taking total costs into 
account.
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Key vocabulary

A
ve

ra
ge

 r
at

e 
o

f 
re

tu
rn

 
(A

R
R

)

Is a method of measuring and comparing 
the profitability of an investment over the 
life of the investment

P
ro

fi
ta

b
ili

ty
 

ra
ti

o
s

are calculations using financial data to 
measure the performance of a business.

Profitability ratios

Gross profit margin

Gross profit margin is usually calculated as a percentage.

Gross profit margin = gross profit x 100
revenue

Net profit margin Net profit margin is the amount of net profit a business makes as a 
percentage of sales revenue.

Net profit margin = net profit x 100
revenue

Average rate of return (ARR) Step 1: total income – cost of machine
Step 2: calculate average profit
Step 3: annual average profit x 100

cost of investment

Profit, loss and decision-making

If a business makes large, increasing profits it 
could:

• Buy new equipment and buildings
• Look to take over other businesses
• Pay increasing dividends to shareholders
• Develop new products and services

However, if profits are falling and losses start 
to occur, a business might have to face the 
following:

• Some larger purchases may have to be postponed
• May be taken over by another business
• Dividends will have to be reduced or scrapped
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Key vocabulary

B
re

ak
-e

ve
n

 
fo

re
ca

st

Is a prediction about the break-
even quantity based on estimates 
of future sales revenues and costs.

M
ar

gi
n

 o
f 

sa
fe

ty Is the amount by which a business' 
actual output is greater than its 
break-even output.

5.4 Break-even

The concept of break-even

Businesses use information about revenues and costs to calculate the 
break-even level of output. A business breaks even when its total costs of 
production are equal to its total sales revenue. This means that the 
business does not make any profit, nor does it make a loss.

Calculating break-even using a 
formula

Break-even output = total fixed costs
Price – variable costs per unit

Calculating the margin of 
safety

Margin of safety = actual sales – break-even sales

The break-even point can also be 
calculated by using a chart. It is at the 
point where total revenue line intersects 
with the total costs line.
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Key vocabulary

C
as

h
 f

lo
w

 
fo

re
ca

st

Is a statement showing the expected 
flow of money into and out of a 
business over a period of time.

N
et

 c
as

h
 f

lo
w

Is the total cash inflow minus the total 
cash outflow.

5.5 – Cash and cash flow

What is cash?

Cash is the money held in bank accounts and in cash on the premises. A 
business to pay its expenses and meet its short-term debts. These might 
include:
• Wages and salaries
• Rent
• Suppliers
• Heating and lighting bills

An example of a cash flow forecast
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Key vocabulary

Opening 
balance

is the amount of cash available at the beginning of the 
month that was the closing balance at the end of the 
previous month.

Closing balance Is the amount of cash left at the end of a month. This 
becomes the opening balance at the start of the next 
month.

Total inflow Is the total amount of cash flowing into a business.

Total outflow Is the total amount of cash flowing out of a business.

Negative cash 
flow

Is when during one month, more cash is flowing out of 
the business than is flowing into it.

Positive cash 
flow

Is when during one month, more cash is flowing into 
the business than is flowing out of it.

Liquidity Is the ability of a business to pay its short-term debts 
which must be paid in the near future.

The usefulness of cash flow forecasting to a 
business

A planning tool
A cash flow forecast can be shown to banks in order to 
show how that business has thought carefully about its 
financial future in terms of cash.

Anticipates periods of 
cash shortage

After completing a cash flow forecast, a business might 
see that there is a cash shortage in certain months but 
not others.

Enables remedies to 
be put in place for 
shortages

Once a cash flow forecast has show that there is likely 
to be a cash shortage for a period of time, then 
solutions can be found. A common remedy is an 
overdraft arranged through a bank.

Provides targets By looking ahead, a business may see that there is a 
possible cash shortage. The business may then target 
reducing certain parts of spending to a particular level 
in order to make sure that it has sufficient cash.
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Key vocabulary

Et
h

ic
s

Is about what is right and wrong.

En
vi

ro
n

m
e

n
ta

lly
 

fr
ie

n
d

ly

is an adjective that describes 
consumers and businesses that act to 
make production sustainable.

6.1 – Ethical and environmental considerations

Ethics focuses on what is the right or wrong 
thing to do. On the opposite side are some 
examples of ethical issues that a business 
may need to face.

The treatment of workers
Using child labour
Paying workers low wages
Expecting workers to work very long hours
Not providing workers with safe working conditions
Discriminating against workers on the grounds of gender, 
ethnicity or disability grounds.
The treatment of suppliers
The treatment of customers
Marketing considerations
Sourcing of materials

Some businesses do not want to be ethical 
as the following are some of the problems it 
can bring include:

Higher costs – workers will have to be paid more, providing 
safe working conditions or buying from ethical and 
environmentally friendly producers abroad.
Lost sales – unethical businesses can make sales and increase 
their sales revenue by not treating their customers fairly or by 
not marketing honestly
Reduced profits – the higher costs and lost sales revenue can 
reduce profits

However, being ethical can bring benefits to 
business and some are as follows:

Workers like it – they will trust their employer. Being ethical 
can improve motivation, productivity and loyalty of workers.
Customers like it – being ethical can help a business gain a 
good reputation.
Profit – ethical businesses are more likely to survive and be 
profitable in the long term.
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Key vocabulary

Su
st

ai
n

ab
le

 
p

ro
d

u
ct

io
n

Is when production does not lead to 
the depletion of natural resources.

C
lim

at
e 

ch
an

ge

Is the process of when average 
temperatures rise or fall and patterns 
of weather change.

Environmental considerations

Many businesses are now trying to be 
environmentally friendly and sustainable 
production is one aspect of this. Examples of 
sustainable approaches are:

• Solar and wind energy
• Saving water
• Switching off lights
• Dispose of waste properly
• Recycling
• Processing waste into products
• Avoiding printing and excessive photocopying

Business activity can lead to pollution, the main 
kinds of pollution are:

• Air pollution
• Noise pollution
• Pollution of the sea and rivers

6.2 The economic climate

What is the economic climate?

The economic climate refers to the state of the economy 
a business operates in. The economic climate may be 
favourable when it is good for business, or unfavourable
when it is bad for business.

Employment

The level of employment is the number of people in 
work, while the level of unemployment is the number 
of people out of work.
When employment rises, normally incomes will rise 
and the economy will be stronger.
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Key vocabulary

Fi
n

an
ce

 f
u

n
ct

io
n Is sometimes referred to as the finance 

department. Only found in larger 
businesses.

Fi
n

an
ci

al
 

in
fo

rm
at

io
n

Includes details of profit, loss, cash 
flow, break-even, profit margin and 
average rate of return. These can be 
used in helping business decision-
making.

5.1 – The role of the finance function

What is the finance function?

Only larger businesses will have a separate finance 
function. Sole traders and partnerships would normally 
employ an accountant to check their finances. Larger 
limited companies will have their own finance function.

What is the purpose of the finance function?
• Provide financial information
• To support business planning
• To support decision making

5.2 - Sources of finance

What are the ways of raising finance?
Businesses can raise finance either internally or 
externally. They can raise it to meet their short-term, 
medium- and long-term needs.

What sources of finance are available to 
different kinds of business structure?

• Sole traders and partnerships are not able to raise 
finance by selling shares

• Limited companies cannot take extra partners in 
the hope of raising finance

• Businesses with a poor financial record are unlikely to 
find many banks willing to lend money to them

Short -, medium and long-term finance Short-term finance is usually money that is required for 
up to a year.
Medium-term finance is usually needed for one to five 
years.
Long-term finance is money that is needed for over five 
years.

Article 6:

You have the right to life and to be healthy.

Module 6 -
Influences on 
business

GCSE Business Studies



Key vocabulary

G
ro

ss
 d

o
m

es
ti

c 
p

ro
d

u
ct

 
(G

D
P

)

is a measure of how much a country 
produces in a year. It influences the level 
of income and employment.

In
co

m
e

Is the amount of money that people 
receive from work and from assets they 
own, such as shares and property.

The impact of changes in income

Rising income often leads to increased sales for 
a business, increasing revenue and the profits. 
Customer have more money to spend and so 
want to buy more goods.
Falling incomes have the opposite effect. Sales, 
revenues and profits may fall as customers 
have less money to spend.

How much a business will be affected by a change in 
income will be influenced by:

• How much income changes
• The type of product a business sells
• How other businesses respond to the change in 

income
• How the business itself responds to the change in 

income.

The impact of changes in employment

Changes in the level of employment can also 
affect production and costs, as well as income. If 
employment rises firms wanting to hire more 
workers may struggle to find them. This causes 
competition for work and they might have to 
increase wages to attract the workers.

How much a business is affected by a change in the level 
of employment is influenced by:

• How much employment changes – the larger the 
increase in employment, the larger the likely rise in 
wages and business costs.

• The change in the type of employment. If there is 
a rise in the demand for skilled workers, this may be 
more difficult to deal with than a rise in the demand 
for unskilled workers.
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Key vocabulary

Ec
o

n
o

m
ic

 g
ro

w
th is a period when GDP is rising, causing 

income and employment to rise.

R
e

ce
ss

io
n

Is a period when GDP is falling, causing 
income and employment to fall.

Responding to changes in the economic climate

How a recession affects a 
business will depend on what 
type of business it is and how it 
responds to the change in the 
economic climate?

Some possible strategies that could be used in a recession to keep 
businesses going are:

Production: Reduce production costs in order to sell the product at a 
lower price.

Human resources: The HR department could seek to improve 
productivity by motivating workers through bonus schemes or 
training.

Finance: The finance department might also look to reduce costs by 
improving cash flow and could change their loans for those with 
lower interest rates.

Marketing: Changing the marketing of a business would involve 
changes to the 4Ps.
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Module 6 -
Influences on 
business

GCSE Business Studies



Key vocabulary

G
lo

b
al

is
at

io
n is the process by which business activity 

around the world has become 
increasingly interconnected.

Fr
e

e 
tr

ad
e

is the absence of restrictions on trade 
between countries.

6.3 Globalisation

What does globalisation involve?

• Buying and selling goods and services made in different 
countries

• The movement of workers from country to country
• The movement of capital or finance from country to 

country

Globalisation has increased and continues to do 
so at a very rapid rate. It has been encouraged by 
improvements in:

• Transport
• Telecommunications and the internet
• Free trade arrangements

Growth of multinational companies (MNCs)
The growth of MNCs is a key feature of globalisation. Multinationals are businesses that operate in more than one 
country. Google, Amazon, Coca-Cola, Starbucks and McDonald's are examples of multinationals that sell in the UK. 
The following are some of the advantages and disadvantages of MNCs:

Advantages Disadvantages

Increasing sales – selling in a number of countries 
increases the size of the market for that 
company.

Business closures – local businesses may not be able to 
compete with the big multinationals in terms of capacity 
and price and have to close down as a result.

Spreads risk – a recession in one country in which 
the MNC sells could be compensated by other 
countries with stronger economies.

Outflows of money – The MNCs may move money out of 
countries in which they operate.

Pay less tax – MNCs may be able to pay less tax by 
setting up headquarters in a low tax country.

Power and influence – in certain cases it is possible that 
MNCs can influence national governments to act in their 
favour.

Article 6:

You have the right to life and to be healthy.
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Is creating an image or values for a 
product that are communicated in 
countries around the world.
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Are rules about the goods and services 
that can be sold in a country.

Benefits to UK businesses of locating in another country

UK businesses may also want to locate their operations in other countries, these are some of the advantages 
and disadvantages of doing so:

Advantages Disadvantages

• Lower labour costs
• Lower technology costs
• Expertise
• Skilled workers
• Closer to target markets

• Quality control may be harder
• Communications
• Transport
• Loss of sales
• The environmental

International branding
Branding is concerned with the "truths" about a product – its image, reputation and values. Business create 
their brands in several ways, it usually involves a logo.

Businesses that engage in global branding will need to communicate their values around the world.
"Think global, act local" - this means that businesses should promote the same values around the world but do 
it in different ways in different countries.

Businesses also need to consider the following factors when creating or promoting their brand:
• Language and translation
• Regulations and laws in each country are different
• The level of wealth in each country

The Nike Swoosh is one of the most 
internationally recognised logos

Article 12:

Your right to say what you think should happen and be listened to.
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Refers to the links between the areas of 
business that must be considered when 
business people make decisions, risks and 
rewards and the use of financial 
information to aid business decision-
making.
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are the main activities involved in running 
a business and influences outside the 
business that will affect the business 
activities.

7 The interdependent nature of business
What is meant by the interdependent nature of 
business?

Interdependence means that things depend on each other. 
In the business context this means that the four main 
functional areas of a business need each other in order to 
carry out their own responsibilities, and in order for the 
business to operate effectively.

The following are the four points about the 
interdependent nature of business in the 
specification:

• The interdependent nature of business operations, 
finance, marketing and human resources within a 
business context

• How these interdependencies underpin decision-making
• The impact of risk and reward on business activity
• The use of financial information in measuring and 

understanding business performance and decision-
making

Example

Suppose a firm wants to reduce costs by using cheaper raw materials. The firm hopes that this will increase profits 
and reducing costs will help that increase. Costs and profits are part of the finance area of business.

The decision to reduce costs may affect two other areas of business. Using cheaper raw materials may affect the 
quality which is in the business operations area of the subject. Reducing the quality may also affect the sales –
they may fall. Sales are connected to the marketing area of business.
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Article 29:

Your right to become the best that you can be.
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