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Initialisation

Cycle 1 topics Beginning of cycle End of cycle
RED AMBER GREEN RED AMBER GREEN

3.3.1 Quantitative sales forecasting

3.3.2 Investment appraisal

3.3.3 Decision trees

3.3.4 Critical Path Analysis

3.4.1 Corporate influences

3.4.2 Corporate culture

3.4.3 Shareholders versus
stakeholders

3.4.4 Business ethics

3.5.1 Interpretation of financial
statements

3.5.2 Ratio analysis
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Pre-learning

Lesson Pre-learning Scan QR code Completed | Pre-learning Completed
sheet no. and
link
3.3.1 Quantitative sales forecasting 1
WORKSHEET
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. 2.
3.3.2 Investment appraisal WORKSHEET
3.3.3 Decision trees 3.
o WORKSHEET
3.3.4 Critical Path Analysis
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3.4.1 Corporate influences

3.4.2 Corporate culture

3.4.3 Shareholders versus stakeholders

3.4.4 Business ethics
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3.5.1 Interpretation of financial statements

3.5.2 Ratio analysis
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Cycle 2

Week

Topic

Content

Check Y/N

3.3.1
Quantitative
sales
forecasting

a) Calculation of time-series analysis: o0 moving averages (three period/four quarter)
b) Interpretation of scatter graphs and line of best fit — extrapolation of past data to future
¢) Limitations of quantitative sales forecasting techniques

3.3.2
Investment
appraisal

a) Simple payback
b) Average (Accounting) Rate of Return
¢) Discounted Cash Flow (Net Present Value only)

d) Calculations and interpretations of figures generated by these techniques €) Limitations of these
techniques

3.3.3 Decision
trees

a) Construct and interpret simple decision tree diagrams
b) Calculations and interpretations of figures generated by these techniques
¢) Limitations of using decision trees

3.3.4 Critical
Path Analysis

a) Nature and purpose of Critical Path Analysis

b) Complete and interpret simple networks to identify the critical path
¢) Calculate: o Earliest Start Time o Latest Finish Time o total float

d) Limitations of using Critical Path Analysis

3.4.1 a) Corporate timescales: short-termism versus long-termism
Corporate b) Evidence-based versus subjective decision making
influences

3.4.2 a) Strong and weak cultures

Corporate b) Classification of company cultures:

culture

0 power o role o task o person
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Week | Topic Content Check Y/N
¢) How corporate culture is formed
d) Difficulties in changing an established culture
3.4.3 a) Internal and external stakeholders

Shareholders
versus
stakeholders

b) Stakeholder objectives

¢) Stakeholder and shareholder influences: o stakeholder: that the business considers all of its
stakeholders in its business decisions/objectives o shareholder: that the business should focus
purely on shareholder returns (increasing share price and dividends) in its business
decisions/objectives

d) The potential for conflict between profit-based (shareholder) and wider objectives (stakeholder)

3.4.4 a) Ethics of strategic decisions: o trade-offs between profit and ethics
Business b) Pay and rewards
ethics . —
¢) Corporate Social Responsibility (CSR)
3.5.1 a) Statement of comprehensive income (profit and loss account): o key information o stakeholder
Interpretation | interest
of financial b) Statement of financial position (balance sheet) o key information o stakeholder interest
statements
3.5.2 Ratio a) Calculate: o Gearing ratio o Return on capital employed (ROCE)
analysis

b) Interpret ratios to make business decisions
¢) The limitations of ratio analysis

CYCLE 2 ASSESSMENT
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Knowledge organisers

3.3.1 Quantitative sales forecasting
Sales Sales

Strong negative correlation
Don't raise the adwvertising budget

Strong positive corelation
Raise the advertising budget

@
O

Spending on Spending on
advertising advertising

Sales Sales

Mo comelation

O More research needed

Weak positive correlation
Keep advertising budget the same

Spending on 5
i+ pending on
advertising advertising
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3.3.2 Investment appraisal

Payback Period €29 5USINESS

The time taken for an investment decision to provide the cash flow required to pay off the initial outlay.

Businesses with a sh:-'t-.ierrn outlook wil Initial Outiay Some I:-r.|5|r|F.:55 may have specific targets

place a greater emphasis on the payback to invest in projects with at least a

period than those that can afford a long- — — speciflic payback period [Criterion
Levels).

term perspective.

Finding the Payback Period: Calculating the Payback Period:

C 3T g i £ i
.|u|._|[|.|_ Cash Flow 0 Net Cash Flow iUJT;:::E L I OuPtaing Oxiiey |
£ 000 Initial Outlay | (£100,000) | (£100,000) Payback [ [ onthly Payback Cash Flow |
0 f.:,: i . Year 1 £5,000 {£95,000) | e ]
£30,0000 I | Year 2 £20,000 {£75,000)
*ff I I Year 3 £46,000 {£29,000)
813, 000) Year 4 £80,000 £51,000
i Year 5 £122,000 £173,000
Initital Year 1 Year 2 Year 3 Yesr 8 Year 5 Year & Year 7 :
Dhubley Pays back in the 4th year, but during which Easy to calculate and simple to interpret!

manthr
What happens when the cash How is not

The formula will need ﬂd-llﬂh'lﬁl Does it focus on the shareholders objectives?

constanl?
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Average Rate of Return (ARR) EZY BUSINESS

| I

Calculates the return, generated from the annual average profit, of the proposed capital investment.

The ARR for each avallable
investment project can be

calculated and compared to assess

Calculates the total yield of the
investment for a business,

which project is optimal

How to calculate the ARR? Calculating the ARR: Evaluating the ARR:

Mezsures the profitability of an

Project & | [£100.000) | (e0.000) | (£24,000) | €12,000 | £23.000
Project B | (£100,000) | (£50.000] | (£12,000) [ £7.000 | £3L00D
Project € | (£ 100,000 | (£20.000) | £31.000 | £32000 | £31000

Easy to compare the ARR across
different Investrment projects.

= I £23.000/44 ],u"ll 100,000 I PRt — Barl there are s
m=|EiLDm'l|'.’|nm_mu|:1M= =EL TN
I = (oo | / [ctoosoo | oo =

Project A will instantly be dismissed by the business

Average Rate of Return (ARR)

Business may combine ARR with the Payback approach
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Net Present Value (NPV) | USINESS

Calculates the current monetary value of an investment project’s future cash flows.

This is done by discounting the future value of cash flow payments by a specific discount factor.

Time is Money The current value of a cash flow payment falls as the time taken to receive it rises.

How do we discount? Net Present Value Formula Net Present Value Interpretation

The NPV of an investment project discounts Takes into account bath the

investment.

Present

Met Present
Value

Can be difficult for a firm to
calculate.

Investment Rule

NPV ) o Comparisons only valid under
m m ( 0 certain conditions.

How does this translate into
appraising an investment
project?
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3.3.3 Decision trees

Decision Trees €2 BUSINESS

A logical way of representing all the possible options available when making a decision.

A decision tree helps a business to decide whether an investment decision is worthwhile to undertake.

Expected Outcome w—

Decision Tree Steps Constructing Decision Trees

Met Qutcome of Decision S Initial Cost of Decision

Evaluating Decision Trees

Chghie 0 SUCTESS

£100,000

Chance ol Faikire

L]
L]
Chance af Success
E100,000
[ rl Invest
Chanee of Fgla
0
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3.3.4 Critical Path Analysis

Network Analysis 2 5USINESS

Businesses use network analysis to show the shortest possible time a project can be completed in.

The business can then identify the activities that are critical for a project to finish on schedule.

Network Analysis Basics Constructing Network Diagrams

Activity Number

Earliest Start Time [EST)

Sales Forecast

Finding the Critical Path
Tasks thal eannot be delayed by even one day!

Critical Path Analysis helps a business divert resources away from
non-critical tasks to critical tasks to raise efficiency!

Comprised of the activities that take the longest 1o complete

EST = LFT = No Float Time
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3.4.2 Corporate culture

Corporate Cultures

Role Cultures

R

Poreet gaises down Fom departments Collaboraiive spprosch Lamer by the busnms

iy poswsr |y meaneped by project lesders il ppes smerri e &Nl arsesis bnowied 5= pel

Influences on the organisational culture of a business

EIRNEAL NN 1
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3.4.3 Shareholders versus stakeholders

Shareholder Concept

Employed managers run the
company holding the best
interests of shareholders in mind
only.

Individuals that have an ownership stake in
the business.

Business Expansion Plans

Aim to increase business profitability

Increases dividend payments

BUSINESS

Stakeholder Concept

Employed managers should take
into account the objectives and
interests of all invested
stakeholders.

Individuals that are indirectly affected by the
decisions made by the business.

Business Expansion Plans

Generates greater demand for workers

Increases share price

Generates more orders for suppliers

Increases shareholder value

Increases size of the product portfolio

Role of CSR?

Increased presence in the community

Exclusive Decision Making

Inclusive Decision Making
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3.4.4 Business ethics
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Treatment of
Customers
Workplace

Responsibilities

Environmental
Responsibilities

Legal
Responsibilities

Business
Conduct

Carroll’s CSR Pyramid Evaluating CSR

Philanthropic

Ethical
Responsibilities

Legal
Responsibilities

Econamic

Responsibilities

A company that behaves in an
ethical and responsible manner
can help...

Attract and retain customers
Attract and retain workers

Critics state that a business that

holds CSR aspirations must be

careful...

Conflict of Interests
Lost Profitability Focus

Lost Growth Opportunities

17 |Page




A Level EDEXCEL Business CYCLE 2- Theme 3

3.5.1 Interpretation of financial statements

Statement of Comprehensive Income B&Y) BUSINESS

A statement that records all of the business’s revenue and expenses over the trading year.

Assess Targets Creditor Proof Improve Planning
Who uses this statement? Basic Structure of an Income Statement Interpretation
Shareholders

Suppliers

Profit after taxation can be
used to fulfil different
shareholder objectives:

Revenue
Cost of Sales
Gross Profit

Competitors
F Overheads

' Operating Profit S B oo b
Potential Investors F E . : r
one-off losses.

Financing Costs
Profit Before Taxation Comparing year-on-year

Tax to be Paid

Customers
figures can help assess

business progress against
rivals.

Government

Profit for the year
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Statement of Financial Position

Provides an accounting overview of the value of a business’s assets and liabilities

BLUISINESS ASSETS
What does the business own?

Wealth position of the business

BUSINESS LIABILITIES
What does the business owe?

Key Terms

i
be converted into
cash within one

year,

MNor- Current
Aagol

Assets which
cannot be
converted into
cash within the
next year,

Basic Structure of the Balance Sheet

Non-current assets a5l
Inventories %5
Recoivables El

Cash and other cash equivalents 400

Total current assets 555
Payables (100}

Current Habilities {100
Wor-current liabilities (150)
Share copital 500

Retained pralits 755

Total equity 1255

=

Interpretation

Helps identify the scale and nature of the
buiiness.

Provides & wide ovendew ol business.

Helps identify the sipe of retamed profits,

Provides insight In to the strategy.

Helps identify changes over tme.

Compare against historical results.

Helps compare against compat Hors

Relative performance of firm,
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3.5.2 Ratio analysis

Liquidity Ratios

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

Value of Short-Term Assets Need to be able to meet... Value of Shart-Term Liabilities

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

Current Ratio Calculation Example

Mo currznt asscts 450 business's current liabilities.
imsenioriss TS

Expressed as &

ratio rather than a

erncanlage 4
2 ; Rcaivaties n Toolow Eo———3 TooHigh
Cash and ciher tash egulsalents FIi Y T D ey
Tokal curment ety (] Emss

Payahies { 100 : igu _f} liquidity

Current llabilgied | 1]

Struggle to Low

Morscurmen! Rabilkies (150 : : o
e %00 pay debts Profitability
#etainad profits 500

Tatal equiny 1300 How to increase liquidity?

Current Assets r !

E&GD0Om

==
n - m Current Liabilities
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-.'~

Financial Ratio Analysis €2 5UsINESS

Financial ratios are used to analyse the accounting data of a business over a given trading period.
Aid Planning Measure Performance Financial Discipline Accountability/Responsibility

Efficiency

Profitability Gearing

Aligned with the central objective of any private Attempts to measure how indebted the
organisation. business js.

Three different approaches Tow

Attempts to measure the organisation of a
business’s resources.

Three different approaches towards measuring

Can be measured by wsing the gearing ratio this o

Gearing Ratio Inventory Turnover

Gross Profit Nom — Currenl Liohililias
® 100 - Capiral Employed

Sales Revemue

Lot of oods Sold

[nvenlories

Indicator of now resiant the finm i3 on borrossed
v = Long ol busi

Operating Profit Margin

Dperating Mrofit Recelvables

w100

10

e s W
Siles Revenite Anmal Revenue

How can the gearing ratio be influenced?

LEATINE INCREASES Gedfing Decraases

Return on Capital Employed (ROCE)

Dperating Frofil ’
Capital Employed

Payubles e
Cogt of Sales

LOds
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Definition check

Keyword

Definition

Understood
Y/N
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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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