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Initialisation

Cycle 1 topics Beginning of cycle End of cycle
RED AMBER GREEN RED AMBER GREEN
2.2.4 Budgets
2.3.1 Profit
2.3.2 Liquidity

2.3.3 Business failure

2.4.1 Production, productivity and
efficiency

2.4.2 Capacity utilisation

2.4.3 Stock control

2.4.4 Quality management
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Pre-learning

Lesson

Pre-learning

Scan QR code

Completed

Pre-learning | Completed
sheet no. and
link

2.2.4 Budgets

2.3.1 Profit

3|Page




AS EDEXCEL Business CYCLE 1- Theme 2

2.3.2 Liquidity
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2.3.3 Business failure

2.4.1 Production, productivity and efficiency
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2.4.2 Capacity utilisation
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2.4.3 Stock control

2.4.4 Quality management
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Cycle 4

Week | Topic and Content Check
key words VAR
5 2.2.4 Budgets 2.2.4 Budgets
Budgets Purpose and types of budgets
Historical Variance analysis
Figures Difficulties of budgeting
Zero Based
Variance
Analysis
Adverse
Variance
Favourable
Variance
2.3.1 Profit
Profit 2.3.1 Profit
Gross Profit Distinction between profit and cash
6 2.3.1 Profit

Operating Profit

Profit for the
Year (Net Profit)

Statement of
Comprehensive
Income (Profit
and Loss
Account)

Calculation (and link to break-even)

Statement of comprehensive income (profit and loss account) — introduction and key features
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Week

Topic and
key words

Content

Check
Y/N

Profitability
Expenses

Gross Profit
Margin
Operating Profit
Margin

Profit for the
Year (Net Profit)
Margin

Cash
Sales Revenue

Cost of Goods
Sold

2.3.2 Liquidity
Long-term
Liabilities
Payables
Receivables
Inventory
Overdrafts

Shareholders'
Funds

Retained Profit
Total Equity

Statement of
Financial

2.3.2 Liquidity
Statement of financial position (balance sheet) — introduction and key features

Working capital (link to cash)
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Week

Topic and
key words

Content

Check
Y/N

Position
(Balance Sheet)

Liquidity
Current Ratio
Acid Test Ratio
Working Capital
Assets
Liabilities
Non-current
Assets

Current Assets

Current
Liabilities

2.3.3 Business
failure

Business Failure
Financial
Factors

Non-Financial
Factors

24.1
Production,
productivity and
efficiency

2.3.3 Business failure
Financial: link to cash, profit and liquidity

Non-financial: link to the market and people

2.4.1 Production, productivity and efficiency
Methods of production
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Week | Topic and Content Check
key words Y/N
Resource Productivity and efficiency
Management

Job Production

Batch
Production

Flow Production
Cell Production
Productivity
Output per
Unit of Input
Competitiveness

Productive
Efficiency

Minimum
Average Cost

Labour Intensive
Production

Capital Intensive
Production

2.4.2 Capacity
utilisation

Capacity
Utilisation

Under-Capacity
Over-Capacity

2.4.2 Capacity utilisation
Calculation, implications and ways of improving capacity utilisation
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Week | Topic and Content Check
key words Y/N
10 2.4.3 Stock 2.4.3 Stock control
control

Stock Control
Stock Control
Diagram

Buffer Stock
Just in Time (JIT)

Lean
Production

2.4.4 Quality
management

Quality
Management
Quality
Quality Control

Quality
Assurance

Quality Circles

Total Quality
Management
(Tam)

Continuous
Improvement
(Kaizen)

Diagrams and key features

Different methods and advantages gained from each

2.4 4 Quality management
Methods, costs and benefits

Links between stock control and quality management
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Week

Topic and
key words

Content

Check
Y/N

CYCLE 4 ASSESSMENT
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Knowledge organisers

2.2.4 Budgets

Budgeting

@:{? BUSINESS

The process of setting financial targets to help a business convert its corporate strategy into reality.

Forecast sales revenue
for the trading year.

Estimate costs that
business expects to run up.

Expenditure Budget - Ceiling

The maximum amount that can be spent by one
department of the business.

Assign cost estimations to each
department of the business.

Set the budget for each
department.

Budgeting is a complex and challenging job for any business!

Income Budget - Floor

The minimum amount of revenue that should be
raised by selling a product by a specific department.

Historical Budgeting Zero Based Budgeting Budgetary Variances
A budget which starts from a “zero base”, so Variance analysis compares the business
A budget which is primarily based on a previous | |, o oLy 400 ement of the business has to performance against its budgeted figures.
budget, but with figures incrementally adjusted justify the expenses they expect to incur in the
to reflect Mﬂtfﬂlmml‘. Variable Budpet Actual Variance Outcome
next trading year.
Rev. | £200m | £230m | (30m Fav
Budget methodology is stable and certain, Actual figures over historical figures. | Costs | £100m | €115m | €15m | Adverse
Creates consistency and certainty. Helps business identify unproductive areas. Favourable Adverse
Fails to adjust for changing environment. Time exhaustive exercise. Profit u Profit v
Corporate strategy may have changed. increases complexity and challenges Allows a business to identify problems early!
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2.3.1 Profit

Revenue, Costs and Profits

Revenue

AS EDEXCEL Business CYCLE 1- Theme 2

Costs

Profit

Total sales value made from
selling products over a
period of time.

How do we calculate?

Selling Price

Quantity Sold

|_How do we calculate?

| selling Price |
*

|___QuantitySold__

Indicator of trading success
Sales Strategy:
Price Price

Sales Sales

Margin

Margin

Importance of PED?

The expenses a business
generates by operating and
selling products.

What are the costs?

Fixed Costs
Costs that do not vary with
output i.e, rent.

Variable Costs

Costs that do vary with
output i.e. labour.

.
L=

FC

Units

The difference between the
sales revenue and total
costs of a business.

Profit Calculation

A clothes retailer charges £20
per shirt and sells 200 shirts
each week. The fixed costs are
equal to £2,100 and the cost
per customer is £5.

Revenue:

£20 x 200 = £4,000

Total Costs:
£2,100 + (€5 x 200) = £3,100

£4,000 - £3,100 = £900
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Current assets
Current liabilities

Current assets - Inventory
Current liabilities
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) BUSINESS

Liquidity Ratios

Financial ratios which examine the financial stability of a business by examining whether a business can meet all of
their current liabilities.

Need to be able to meet...

Value of Short-Term Assets Value of Short-Term Liabilities

This focuses on the short-term health of a business and whether the performance is sustainable or not.

Current Ratio Calculation Example Interpretation

s at 31,1217
Eioressediasa o *:E;sl] : The number of assets for each of the
o R Non-current assets 450 business’s current liabilities.
Inventories 75
P Receivables 80 ﬁ Too ngh
Cash and other cash equivalents 445 o
Values obtained from the balance sheet! Total current assets 600 Not enough AR
Payables (100) quUId lty
Why is this a measure of liquidity? Current liabilities (100) Struggle to low
Non-current liabilities (150) ) .
Glirrent Liablity PRy P pay debts Profitability
Retained profits BOO
Total equity 1300 How to increase liquidity?
Assets which can be
o e cash _ Current Assets A
Withioooe yeak = Current Liabilities
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2.4.1 Production, productivity and efficiency

Productivity

AS EDEXCEL Business CYCLE 1- Theme 2

EZY ECONOMICS

The amount of output that is produced by a unit of input.

Main determinant of living standards as increases reflect increased production of goods and services from each input.

Labour Productivity

Determinants of Productivity

g Quality of Education and Training

Quantity and Quality of Tech.

HHHE Level of Competition in Markets

Level of FDI
Cost of Factors of Production

Interest Rate Environment

Structural Economic Changes

Capital Productivity

Impact of Productivity Improvements

% LRAS,

e SRAS,

Price Level

SRAS,

AD,
Yeer ¥r "
i
Productivity Improves

Productive Capacity Rises

LRAS Curve Expansion

Real Output ﬂ Price Level m Competitiveness

Can also be represented via a PPF expansion

Total Factor Productivity

How to Improve Productivity?

Supply side improvements are the main source
of improving productivity.

Tax and Benefits Changes
Promotion of Competition in Markets
Improvement in Quality of Education System
Improvement in Infrastructure

Overcome Labour Immobility

Provision of Subsidies for R&D Purposes

Deregulation of Markets
Timing of Impact?
Certainty of Impact?
Unintended Consequences?

Effectiveness of Policies?

Opportunity Cost?

19| Page



2.4.2 Capacity utilisation

Operational Data

AS EDEXCEL Business CYCLE 1- Theme 2

2 BUSINESS

Operational data can be regularly used to measure operational performance to ensure the business
maintains competitive with the rest of the market.

Labour Productivity

The output produced
per worker employed
per period.

Unit Costs

The cost per unit of
producing a good or
service.

Total Fixed Costs

Capacity Utilisation

The firm's production
position relative to its
production potential.

AT I::iur;_'l-u"_ Prr Prerewd

Number of Employees Per Period

Factors

Units Produced Per Period

Manimum Poduble Output Per Paerkod

Total Unit Costs wall also follow the same

trajectoryl

Why is this important for a business?

High Capacity
Uniisation

Low Capaliy
Uiyt noen

Wasted
Resouroes

Capaity
Shortage

Puidies Up
Unit Conts

Restricts Business
Activity
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2.4.3 Stock control

Inventory/Stock Control Charts 3 D BUSINESS

Inventories represent the goods and materials that a business holds as stock for a way.

Raw Materials Work in Progress Finished Goods

Materials and components thathave. | = .. o1 by the firm that are ready for

Materials and components scheduled for
begun their transformation to finished ele 5 Cistomecs b tha ma ket

use in making a product.

Key Points: Interpreting Inventory Control Charts:

Lot O e Daredmre ey

Maximum Stock Level

Lirgrt amstsant of itoch Bet Frm o wiivng and 500 Units Wrong Quart ity in Order
i s Nkl 8wy ot ~ - Wroeg Lok o Order
Re-order Level (Trigger) 7 S Unage Bt Wity

Bonre Pasamaten YVary

Toar st vt That Conay P T 13 oo zm U“it'i

eyl Clhiar winaap! pf T of Chamgoryg s b s

Firrw 10 uplgp mmubsigery sk S !

Minimum Stock Level (Buffer Stock)

ok Lirved (LAY

Business Applications:

How different would the irventory control chat book for
& bursiness which_

et et LY "
-.m:n-:*'" 100 Units

Lead Time
Has to manage Lirge

n-“mm;—nmq 1 Month

weatonad variations 7
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2.4.4 Quality management
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Quality Initiatives

€20 5USINESS

Quality refers to the ability of a business to develop a product which is of the right standard for the target market.

Customer Satisfaction Product Aesthetics

Functionality

Speed of Delivery

Quality becomes a very important dimension of any product when competition is fierce.

Kaizen:

A business culture where each
worker is committed to helping the
business make regular quabity
improvements over time.

Encouraging Stafl Engagement

Gradual change, minimal
disruption.

Quality Control:

A process of maintaining standards

in manufactured products by testing

3 sample of the output against fixed
product quality standards.

Routine Final Product Inspections

Helps prevent faulty products
from being sold in the market.

Quality Assurances: Total Quality Management:

Ensures the business sets certain | This is the attempt by a business to
quality standards and publicises the stop errors and waste from
fact that these standards are met occurring at all levels within the

throughout the business. organisation.

Quality Inspections of Supply Chain Adapting Organisational Culture

Helps prevent faulty products
from being produced.

Quality should become deep-
rooted in to the business.

i_:': J_l Y
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Definition check

Keyword

Definition

Understood
Y/N

Budgets

Historical Figures

Zero Based

Variance Analysis

Adverse Variance

Favourable Variance

Profit
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Gross Profit

Operating Profit

Profit for the Year (Net Profit)

Statement of Comprehensive
Income (Profit and Loss Account)

Profitability

Expenses

Gross Profit Margin

Operating Profit Margin
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Profit for the Year (Net Profit)
Margin

Cash

Sales Revenue

Cost of Goods Sold

Statement of Financial Position
(Balance Sheet)

Liquidity

Current Ratio
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Acid Test Ratio

Working Capital

Assets

Liabilities

Non-current Assets

Current Assets

Current Liabilities
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Long-term Liabilities

Payables

Receivables

Inventory

Overdrafts

Shareholders' Funds
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Retained Profit

Total Equity

Business Failure

Financial Factors

Non-Financial Factors

Resource Management

Job Production

Batch Production
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Flow Production

Cell Production

Productivity

Output per Unit of Input

Competitiveness

Productive Efficiency

Minimum Average Cost

Labour Intensive Production
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Capital Intensive Production

Capacity Utilisation

Under-Capacity

Over-Capacity

Stock Control

Stock Control Diagram

Buffer Stock
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Just in Time (JIT)

Lean Production

Quality Management

Quality

Quality Control

Quality Assurance

Quality Circles

Total Quality Management (TQM)
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Continuous Improvement (Kaizen)
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Careers in Business

A career within business can offer a diverse range of opportunities for students. Businesses range in size from global multinational
corporations to small start-ups and they operate across every sector and industry.

Roles in business can vary from general management positions to more specialist areas of responsibility such as Human
Resources (HR) or logistics and supply chain management.

Every year graduates across a wide range of degree programmes start working in business, and you will find our alumni all around
the world. A Master's qualification is not a requirement for all roles, but may help secure some of the more specialist positions and
career paths within the sector.

Where can you work?

There isn't enough space on this webpage to give a comprehensive overview of all the different types of employers you might work
for! Businesses differ immensely in their scope, size and function. For example, commercial organisations can operate at a local,
national or international level and provide products and services to both individuals and other organisations. Some businesses
choose to specialise in a specific area, manufacturing products for a particular set of customers. Others diversify, delivering a broad
range of products and services to multiple markets.

When considering your options, choose a sector that interests you and then focus on the products, brands and reputation of
businesses in that sector. This can provide a useful starting point for investigating opportunities within the business and
management field.
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What’s changing in the sector?

Advances in technology continue to have a profound impact on how businesses operate — changing manufacturing processes,
methods of communication, use of data etc.

Organisations value the global mindset that students can offer. Increased access to global markets has led employers to seek
graduates who have an international perspective and an adaptable and proactive approach to change and innovation.

Useful Websites
CareerHub — jobs board targeting students, including events and networking opportunities.

TARGET]jobs Management and Business — an overview of job adverts, careers advice and information about further study.

Human resources
PM Jobs — for careers advice and job search.

Simply HR Jobs — UK job site specialising in HR.

Procurement and supply

CIPS: What is procurement? — for an overview of the sector from the Chartered Institute of Procurement and Supply.

Corporate social responsibility
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Business in the Community — network focusing on responsible business.

Ethical Performance — provides news and analysis on issues and trends in corporate social responsibility.

Acre recruitment — job site specialising in CSR.

Operations management

CILT Operations management sector page — provided by the Chartered Institute of Logistics and Transport.

Recruitment

Target Jobs: Recruitment consultant — for information about graduate careers as a recruitment consultant.

Examples of apprenticeships that relate to business studies

Business Administrator - Level:3 (equivalent to A levels at grades A to E) Typical length:18 months

Business to Business Sales Professional (degree) - Level:6 (equivalent to bachelor's degree) Typical length:36
months

IS Business Analyst - Level:4 (equivalent to certificate of higher education)Typical length:18 months

Click to find apprenticeship vacancies available now related to business studies

Watch a short film on Business Studies apprenticeships here.
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