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A Message from TheGOALKeeper© 

 

Dear GOALsetter, 

 

Welcome to the beginning of your Edexcel IGCSE 9-1 Business journey with 

TheGOALKeeper©. This revision guide was forged from 2 years worth of experi-

ence and knowledge tackling this course, compressing hundreds of pages of con-

tent into just a few dozen, to use as an aid to your revision. TheGOALKeeper© be-

lieves in effective fast revision with minimal amount of time reading and writing 

notes, with more of an emphasis on practice and exam style questions, hence 

why this guide is so compact, with us doing the work for you.  

 

TheGOALKeeper© mission is to provide 100% free resources covering studies, fit-

ness and motivation which are easy to access and always there when you need it. 

TheGOALKeeper© was formed at the heart of the Corona Virus Pandemic, where 

millions of student’s educations were disrupted, including my own GCSE’s. The 

impact of this at the time seemed detrimental to my future and a ideal place for 

an on demand free service like TheGOALKeeper© to exist. 

 

In order to achieve top grades at GCSE level an individual must embody a life of 

self-mastery, forging discipline, resiliency, drive, determination, vision and cour-

age. Your GCSE’s are just the start, a life of learning, personal fulfillment, and suc-

cess awaits, so Break Your Boundaries© now, and remember, it pays to be a win-

ner! 

 

Best Wishes, 

TheGOALKeeper© 
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What's in the exam? 

 

• 1 hour 45 minutes long 

• Multiple choice questions 

• Long and short written questions 

 

Paper 1 – 80 marks – 50% of GCSE 

Paper 2 – 80 marks – 50% of GCSE 

Topics- 

- Business Activity and Influences of Business, People in Business, Business Finance,  Mar-

keting, and Business Operations. 

 

How can you revise? 

• Make the most of this free revision guide. 

• Contact TheGOALKeeper©
  for tutoring and online support. 

 

Email: thegoalkeeper05@gmail.com 

Website: www.thegoalkeeper.org 

 

        Break Your Boundaries©  
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Contents: 

 

How to use this guide- 

1. Even within chapters and units there are further separations between content to help you study in 

chunks! 

2. This guide should not be used as your primary resource for study. Use this guide as an aid to your revi-

sion. Your primary area of study should be conducted directly from the exam boards website through 

the specification. 

3. In most cases, each bullet point represents a mark in the exam. 

4. For hard calculation questions examples are shown as these are best learnt when practiced. 
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1. Business Activity and Influences on Business- 

1.1 What  Business Activity is- 

1.1.1 Business Activity- 

• Business-  An organization that provides goods and services. 

• Organization- Group, such as a club or business, that has formed for a particular purpose. 

• Business activity- Produces an output, a good or service. 

• Output- Amount of goods or work produced by a person, machine or factory. 

• Human resources- The department that deals with employing, training and helping customers. 

 

• Consumer goods– Goods and services sold to ordinary people (consumers) rather than businesses. 

• Producer goods– Goods and services produced by one business for another 

 

Goods-  

• Tangible products we can physically touch. 

• E.g. Cars, phones, food, water. 

Services-  

• Intangible products we cannot touch. 

• E.g. Knowledge, massage, holiday package, Facebook, 

 

Needs-  

• Cannot live without, necessary for survival. 

• E.g. Water, food, clothing, home/shelter. 

Wants-  

• A desire that we don’t need but would like. Our wants are unlimited. 

• E.g. New phone, watches, expensive cars. 

 

• Our Earth has limited resources therefore we can only produce limited amounts which results in scarcity. There-

fore, the infinite wants people have can’t always be satisfied. These resources are scarce. 

 

Break Your Boundaries©  



TheGOALKeeper©                                                                                                                                                     Edexcel IGCSE Business 9-1 

 

1.1.1 The purpose of business activity- 

Private enterprise- 

•  Most businesses are owned privately.  

• They are private sector businesses.  

• The objective of a private enterprise is often to make  a profit. 

 

Social enterprise-  

• Some organizations in the private sector are non-profit making. 

• Organizations, such as charities, clubs and societies exist for reasons other than profit. 

 

Public enterprise-  

• Some goods and services are provided by organizations owned by central or local government. These are public 

sector organizations. 

•  In many countries public sector organizations often provide health care, education, mail delivery, policing, the fire 

service, and environmental services.  

• The main purpose of a public enterprise is to provide the goods and services that private enterprise fails to provide 

adequately. 

 

• Private sector- Business organizations owned by individuals or groups of individuals. 

• Public sector- Business organizations owned by central or local government. 

 

1.1.2 Business Stakeholders- 

Stakeholder-  

• Any individual or group that has an interest in the operation of a business.  

• Owners have a financial ‘stake’ in  the business.  

• This is because they have invested some of their own money and usually a lot of their time. 

 

Owners-  

• A business belongs to its owners.  

• These people are often called entrepreneurs.  

• They are responsible for setting up and running the business.  

• Larger businesses, such as limited companies, are owned by shareholders.  
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• Shareholders invest money in a business and get a share of the profit called a dividend. 

 

Customers-  

• Buy the goods and services that businesses sell. 

 

Employees-  

• Work for businesses. 

• They depend on businesses for their salary.  

• They will require training so that they can do their jobs properly.  

• They want good working conditions, fair pay and benefits, job security and opportunities for promotion. 

 

Managers-  

• Help to run most businesses.  

• They are often employed to run the different departments in businesses, such as marketing, production, finance 

and human resources.  

• Managers have to lead teams, solve problems, make decisions, settle disputes and motivate workers. 

 

Financiers-  

• Lend money to a business.  

• They may be banks, but could be individuals, such as family members, or private investors, such as venture capital-

ists.  

• Clearly these stakeholders have a financial interest in a business and will be keen for it to do well. 

 

Suppliers-  

• Businesses that provide raw materials, parts, commercial services and utilities, such as electricity and water, to 

other businesses are called suppliers. 

• Relations between businesses and their suppliers must be good because they rely on each other. 

 

The Local Community-  

• Most businesses are likely to have an impact on the local community.  

• A business may employ a lot of people who live in the local community. 

• If the business does well the local community may benefit.  



TheGOALKeeper©                                                                                                                                                     Edexcel IGCSE Business 9-1 

 

• There may be more jobs, more overtime and possibly higher pay. 

 

Government-  

• Has an interest in all businesses.  

• They provide employment, generate wealth and taxes.  

• Taxes from businesses and their employees are used to finance government spending. 

 

1.1.3 The Changing Business Environment- 

• External factors that may affect business over time: strength of competition, the economic climate, government 

legislation, population trends, demand patterns, world affairs and social factors. Does not need to be known in de-

tail. 

• To survive, businesses must produce goods and services that satisfy people’s needs and wants. 

 

EBITDA– Earnings before interest, tax, depreciation and amortization. 

 

1.2 Business Objectives- 

1.2.1 The Importance of Clear Objectives- 

Business need objectives for the following reasons- 

• Employees need something to work towards. 

• Without objectives owners might not have the motivation needed to keep the business going. 

• Objectives help to decide where to take a business and what steps are necessary to get there.  

• For example, if a business aims to grow by 10 per cent and its home market is crowded, it may decide that launch-

ing products overseas might be the best way to achieve this. 

• It is easier to assess the performance of a business if objectives are set. 

 

1.2.2 Financial Objectives- 

The main financial objectives- 

Survival- 

• All businesses will consider survival as important.  

• For example, when a business first starts trading it may be vulnerable.  

• The owners may lack experience and there may be a shortage of resources . 
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Profit- 

• Most businesses aim to make a profit because their owners want a financial return.  

• Some businesses try to reach profit maximization. 

 

Sales- 

• Some owners want their businesses to grow their sales.  

• This is because businesses with large volumes of sales may enjoy a number of benefits.  

For example, they: 

1. May enjoy lower costs 

2. Have a larger market share 

3. Enjoy a higher public profile 

4. Generate more wealth for the owners 

 

Increase market share:- 

• Businesses often want to build a larger market share.  

• They may be able to do this if they can win customers from competitors. 

For example- 

1. Businesses with a large market share may be able to dominate the market. 

2. They may be able to charge higher prices. 

3. Businesses with a large market share also have a higher profile in the market. 

4. This might mean it is easier to launch new products. 

 

Financial security- 

• Some business owners do not aim for profit maximization. 

• Instead, they might aim to make enough profit to give them financial security.  

• One reason why some owners do not seek to maximize profits is because they do not want to take on the extra 

responsibility of expanding their business in order to attain this profit as this may take away from family and lei-

sure time. 

 

1.2.3 Non- Financial Objectives- 

Social Objectives- 

• Social objectives are designed to improve human well-being.  
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• In the public sector most businesses aim to provide a public service and the objectives will be linked to quality of 

service and reducing costs. 

• Some businesses operate as social enterprises, not-for-profit organizations, such as charities and cooperatives and 

also aim to improve human and environmental well-being. 

 

Personal Satisfaction- 

• Many business owners set up a business because they think they will be happier and feel more satisfied in their 

work environment than when working for an employer. 

• Such owners are likely to enjoy taking risk and seeing their idea succeed.  

• Some owners have developed their hobby into a business.  

• For example, a fitness enthusiast might become a personal trainer . 

 

Challenge- 

• Some people are motivated by challenges and starting a business can be very challenging.  

• To be successful in business people need to be committed, hardworking and multi-skilled. 

 

Independence and Control- 

• Some people want to be ‘their own boss’ – they want to be in control.  

• This is an important non-financial objective for many business owners.  

• These entrepreneurs are driven by the desire to be independent and to take control of their own futures. 

 

1.2.4 Why objectives change as business evolve- 

Market conditions-  

• Businesses operate in dynamic markets.  

• This means they have to deal with regular changes. 

•  For example, a new entrant may appear in the market, a rival might introduce a new product or the economy may 

start to decline.  

• When market conditions change, it may be necessary to set new objectives. 

 

Technology-  

• As the pace of technological development increases businesses may have to adjust their objectives.  

• For example, a manufacturer that introduces more automation into production may decide to switch its objective 

to sales growth.  
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• This might be necessary to lower costs. 

 

Performance-  

• The performance of a business is not likely to stay constant.  

• Periods of sustained profitability may be interrupted by less successful periods.  

• The performance levels of businesses may have an impact on their objectives.  

• For example, a business that has been growing sales for several years might decide to focus more on profitability. 

 

Legislation-  

• New legislation might have an impact on the objectives of a business.  

• In recent years, many businesses have become more socially responsible. 

• This might be a reaction to new environmental, employment or consumer legislation. 

 

Internal Reasons-  

• The reasons outlined above for a business changing its objectives are mainly owing to external factors: things be-

yond the control of businesses. 

• However, sometimes a business might change its objectives for internal reasons.  

• For example, there may be a change in ownership or a change in the senior management team.  

• In such circumstances the objectives might change. 

 

MILPT- 

• Market conditions 

• Internal Reasons 

• Legislation 

• Performance 

• Technology 

 

Large business– A business that employs more than 250 people. 

Small business– A business that employs fewer than 50 people. 

 

Break Your Boundaries©  
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1.3 Location, Globalization and objectives- 

1.3.1 Classification of business- 

Primary Industry- 

• The businesses that deal with the extraction of raw materials such as coal and oil. 

• Their location is usually dependent on where the resources being extracted are found. 

 

Secondary Industry- 

• The businesses that construct or manufacture something with raw materials. 

• Their location is influenced by many factors such as government support and the existence of suitable labor force. 

 

Tertiary Industry- 

• The business that provide a service. 

• They support the other two industry’s. 

• Their locations will be influenced by the demand for their services required by firms in the other two industries. 

 

1.3.2 Decisions on location- 

Labor- 

• Business need workers and they must ensure they can get all the workers they need. 

They must consider- 

1. The number of people who are looking for a job. 

2. The skills that workers will need. 

3. The wage or salary that people in that area will expect. 

4. The population statistics in the area. 

 

Premises- 

• Business premises can vary enormously, depending on their availability. 

For example, 

1. City centers are often most costly. 

2. Use is regulated by planning permission. 

3. Sites need to be the right size. 

4. Out-of-town developments are popular. 



TheGOALKeeper©                                                                                                                                                     Edexcel IGCSE Business 9-1 

 

4. Out-of-town developments are popular. 

 

Suppliers- 

• Some business needs to locate near to their supplier. 

This may be because- 

1. The products are very large so moving them is costly. 

2. They need to be close to natural resources E.g. they are in the primary sector. 

 

Customers- 

• Some business needs to locate near to their customers. 

• This applies to retail businesses. 

This may be because- 

• Their customers have to go to them 

• They need to visit their customers regularly E.g. a window cleaner 

 

Competition- 

• Some business will locate near to their competitors.  

• Therefore, people have more choice and can ‘shop’ around for the best offers and prices. 

• Other business will locate away from their competitors so that their customers have less choice.  

• Therefore, people are forced to purchase from these shops as there is no choice. 

 

The transport links- 

• Some business needs to locate near to roads, railroads or ports. 

This is because: 

1. They need to get their products to their customers as quickly as possible. 

2. Their customer needs to be able to get them easily. 

 

Government- 

• The government will often give firms money to locate in certain areas of the country. 

This may be because- 

• There are lots of people unemployed in the area. 

• Income level in that area may be low. 
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• There is lack of supply of a certain product there. 

 

History and tradition- 

• Sometimes business will locate in a certain town because there is a history of that type of business in that area. 

This may be because: 

• People in the area have the skills that are needed. 

• Local college provide special training for the type of work required. 

 

Business location and the changing environment- 

• More home-based business. 

• The internet has allowed for online business. 

• Legislation has made it easier to start a business. 

• Changing factors in costs. 

• New markets. 

 

International Location- 

• Avoiding trade barriers 

• Financial incentives 

• Cost of labor 

• Proximity of markets or suppliers 

• Pollical stability 

• Language barriers 

 

1.3.3 Business and the international economy- 

• Multinational Business- An international business which operates and trades in several countries. 

 

• MNE- Multinational enterprise 

• MNC- Multinational corporation 

 

Benefits- 

• Normally a large number of jobs are provided as a result of it coming to the area. 
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• An injection into the local economy that it enters. 

• MNE’s provide training and education for employees. 

• MNE’s will pay tax in that country. 

• Helps the worlds knowledge & understanding of other countries. 

 

Drawbacks- 

• Often employ ‘home nation’ managers, meaning high wage jobs aren’t given to locals. 

• Can afford to charge low prices as a large business, pushing smaller local competition out. 

• Often so large that they can influence government’s decisions with regards to grants, tax and land. 

 

Why would a business want to be multinational? 

• Becoming a multinational helps a small business expand its reach, which enables the company to exploit new 

growth markets. 

• Can attract new customers. 

 

Globalization- 

• Globalization refers to in which activities of large number of business enterprises are carried out in many different 

locations across national boundaries. 

• Globalization involves one firm procuring from, manufacturing and selling in many different countries. 

• There has been an increasing trend in the world towards Globalization. 

Characterized by trends such as: 

• Increased trade across national boundaries. 

• One company having subsidiary companies and plants in many countries. 

• One company procuring material required from multiple countries. 

• One company selling its products in many different countries. 

• Growth of joint ventures and technical collaborations between companies from different countries. 

• Lowering of trade barriers and simplified import and export procedures. 

 

1.3.4 Government objectives and policies- 

Role of the government- 

• Promote economic growth 

• Maintain price stability 
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• Reduce unemployment 

• Control the balance of payments 

• Reduce the gap between the rich and the poor 

 

The government spends to- 

Provide Public services-  

• The government provides essential services such as the police and the army. 

Taxation and constraints on public spending-  

• Increased government spending may mean higher taxes.  

• Higher taxes reduce the ability of customers to purchase goods and services, which is likely to reduce consumer 

spending.  

• Consequently, increased government spending is often at the expense of private sector spending and is therefore 

potentially harmful to some firms. 

 

How governments affect business activity- 

Taxation-  

• Can be used to reduce pollution. 

•  Business are heavily taxed if they produce harmful emissions into the air. 

• Government can offer grants, tax allowance and other subsidies as incentive to reduce pollution and encourage 

greener practices.  

• Like large supermarkets using recyclable shopping bags or paper bags rather than plastic bags. 

• Governments use taxation to encourage or discourage certain economic decisions by consumers too. 

 

Environmental legislation – If business fail to comply with environmental legislations they could be fined or closed 

down. 

 

Employees protection legislation-  

Government may pass laws to protect the interest of employees such as: 

• Laws against unfair discrimination at work and when applying for jobs. 

• There is no unfair discrimination on the basis of Race, religion, sex, age, or color. 

• Ensure fair wages for the employees. 

 

Break Your Boundaries©  
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Health and safety legislation- 

• To protect workers from dangerous machinery. 

• Workers should be provided with proper safety equipment and clothing. 

• A reasonable workforce temperature is maintained for workers. 

• Proper hygienic conditions and washing facilities are provided. 

• Workers get adequate breaks between shifts. 

 

If governments form trade unions and blocs-  

• Countries will impose less tariffs and taxes on products they are importing.  

• Therefore, firms will be receiving greater sales as the consumers will be able to purchase at a cheaper price in-

creasing demand. 

• Monetary policy is one of the ways that the U.K. government attempts to control the money supply in the econo-

my. 

 

Effects on interest rates- Consumers 

• Increase in interest rates– Results in consumers spending less as they are borrowing less and saving more, due to 

it being more costly to borrow money and the reward for saving being greater. 

• Decrease in interest rates– Results in consumers spending more as they are borrowing more and saving less, due 

to it being cheaper to borrow money and the reward for saving being less. 

Effects on interest rates- Business 

• Increase in interest rates– Results in business borrowing less for investing in capital goods to improve production 

and saving more due to the reward for saving being great. 

• Decrease in interest rates– Results in business borrowing more and investing more in capital goods to improve 

production and saving less as the reward for saving being low. 

 

Effects on interest rates- Business 

• Increase in interest rates– Results in business borrowing less for investing in capital goods to improve production 

and saving more due to the reward for saving being great. 

• Decrease in interest rates– Results in business borrowing more and investing more in capital goods to improve 

production and saving less as the reward for saving being low. 

 

• Fiscal policy– Is the means by which a government adjusts its spending levels and tax rates to monitor and influ-

ence a nations economy through which a central bank influences a nation money supply. 
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1.3.5 External Factors affecting business decisions- 

Political- For example, new legislation. 

Economic- For example, inflation and unemployment. 

Social - Changes in taste and fashion or the increase in spending power of one group, for example, older people. 

Technological – For example, being able to sell goods online or using automation in factories. 

Environmental- For example weather conditions affecting sales or production and growing interest in being ‘green’, 

for example by recycling. 

Competitive- The impact of a rival firm which may have a similar product, or which may lower its prices. 

(PESTEC) 

 

1.4 What makes a business successful- 

1.4.1 Measuring business success- 

Ways to measure business success- 

• Revenue 

• Profit 

• Market share 

• Customer satisfaction 

• Growth 

• Owner/shareholder/employee satisfaction 

 

• Businesses set objectives; they wish to achieve. These objectives are then used to measure success, if they achieve 

them or not. 

• Governments usually focus on quality and efficiency of good and services provided as they are not profit driven 

when providing goods in the public sector. 

 

1.4.2 Why business fail- 

• Not having the right skills to run a business. 

• Business run out of finance – capital / investments etc. 

• Businesses are not making enough sales. 

• Going into administrations or liquidation. 

• Business is not competitive enough. 

• Failure to adapt to changes in the market due to lost demand. 
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2. People in business- 

2.1 Communication, recruitment and training- 

2.1.1 Internal and External communication- 

• Communication occurs when a message is transferred from one person to another. 

 

• Internal communication- Happens within the business. 

 

• External communication- Takes place between the business and outside individuals or organizations. 

 

• Vertical communication– Messages being sent between staff belonging to the different levels of the organiza-

tion’s hierarchy. 

 

• Horizontal communications- Are messages sent between staff on the same level of the organization's hierarchy. 

 

• Formal communications- Are official messages sent by an organization, E.g. a company memo, fax or report. 

 

• Informal communications- Are unofficial messages not formally approved by the business, E.g. everyday conversa-

tion or gossip between staff. 

 

• Customers- Enjoy a good relationship with the business, E.g. complaints are dealt with quickly and effectively. 

• Staff– Understand their roles and responsibilities, E.g. tasks and deadlines are understood and met. 

• Staff motivation- Improves when, for instance, managers listen and respond to suggestions. 

 

• Insufficient communication- Leaves staff in the dark; and is demotivating.  

• Excessive communication- Leads to information overload, E.g. when staff find hundreds of messages arriving in 

their in-tray each day. 

 

• Communications fail when a message is unclear or the receiver does not understand technical jargon.  

• Selecting the right medium is important.  

• Messages may never be received if they are sent at the wrong time or to a junk email folder. 

• The result is inefficiency and higher costs, as more resources are needed to achieve the same result. 
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• Training staff to select an appropriate medium and send clear, accurate, thorough messages will improve the qual-

ity of communications, especially if there is an opportunity for feedback. However, will still cost the firm to do this. 

 

• ICT stands for information communication technology. Businesses have gained significantly from advances in com-

puting.  

 

For instance, ICT enables: 

• Home working and inexpensive call centers located overseas. 

• Automated stock ordering where items are reordered to ensure shelves are always full - less paperwork reduces 

administration costs. 

• E-commerce where products are traded and paid for on the internet.  

• E-commerce opens up international markets to firms as overseas customers can view products for sale online. 

 

Advances in ICT and telecommunications  

• It has never been easier or cheaper to send messages by email or text.  

• Senders can check that a message has been received and understood. 

• The danger is that this will lead to information overload and staff will have to spend hours reading hundreds of 

electronic messages. 

• Staff training that emphasizes the need to limit communications can help avoid the inefficiencies associated with 

information overload. 

• A business can develop links with customers through email newsletters. 

 

2.1.2 Recruitment and selection process- 

• Recruitment is the process by which a business seeks to hire the right person for a vacancy. The firm writes a job 

description and person specification for the post and then advertises the vacancy in an appropriate place. 

 

• Job descriptions- Explain the work to be done and typically set out the job title, location of work and main tasks of 

the employee. 

• Person specifications- List individual qualities of the person required, E.g. qualifications, experience and skills. 

 

Types of employment- 

• Full time 

• Part time 
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• Job share 

• Casual/ seasonal/ temporary 

 

Recruitment documents needed- 

• Job description 

• Personal specification 

• Application form 

• CV/ resume 

 

• Internal recruitment-  Involves appointing existing staff. A known person is recruited. 

 

• External recruitment - Involves hiring staff from outside the organization. They will bring fresh ideas with them 
but they are unknown to the company - will they fit in? 

 

Internal and external recruitment- 

• Job advertisement 

• Shortlisting 

• Interviewing 

 

Legal controls over employment- 

 

• Equal opportunities– For gender, race, disability, religion, sexual preference, age. 

 

• Minimum wage laws- The National Minimum Wage (NMW) is the minimum pay per hour most workers in 
the UK are entitled to by law.  

 

Training- 

• On-the-job training where experienced members of staff explain a job or a skill. 

Advantages of on-the-job training-

 

Break Your Boundaries©  

• Generally most cost-effective. 

• Employees are actually productive. 

• Opportunity to learn whilst doing. 

• Training alongside real colleagues. 
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Disadvantage of on-the-job training- 

• Quality depends on the ability of the trainers time and availability. 

• Bad habits might be passed on. 

• Learning environments may not be conductive ad hard to control. 

• Potential disruption to production. 

 

• Off-the-job training– Where outside experts are paid to explain a job or a skill. 

 

Advantages of off-the-job training-  

• A wider range of skills or qualifications can be obtained. 

• Can  learn from outside specialists or experts. 

• Employees can be more confident when starting a job. 

 

Disadvantage of off-the-job training- 

• More expensive– E.g. transport and accommodation. 

• Lost working time and potential output from employees. 

• New employees may still need some induction training. 

• Employees now have new skills/qualifications and may leave for better jobs. 

 

Induction training–  

• Is the training that an employee receives when he/she first joins a business or organization.  

• Induction training is important as it enables a new recruit to become productive as quickly as possible. 

 

• An annual staff appraisal- Is a chance for an employee to discuss their recent work and future training needs with 
their line manager in a meeting. 

 

Retaining workers-  

• Is important to a firm because it costs time and money to hire and train a replacement.  

• Appraisal and training helps motivate staff and improves staff retention. 

 

Compliance with health and safety laws- 

• You need to provide a safe workplace for your staff, identify and control hazards, train and supervise your staff, 
keep them informed of health and safety processes and record all accidents and report all serious injuries. 

 

Break Your Boundaries©  
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Motivation and rewards- 

 

Motivation-  

• Is about the ways a business can encourage staff to give their best.  

• Motivated staff care about the success of the business and work better.  

 

A motivated workforce results in- 

• Increased output- Caused by extra effort from workers. 

• Improved quality- As staff take a greater pride in their work. 

• A higher level of staff retention- workers are keen to stay with the firm and also reluctant to take unnecessary 
days off work. 

 

Managers can influence employee motivation in a variety of ways- 

• Monetary factors - Some staff work harder if offered higher pay. 

• Non-monetary factors - Other staff respond to incentives that have nothing to do with pay, E.g. Improved working 
conditions or the chance to win promotion. 

 

• Time rate - Staff are paid for the number of hours worked. 

• Overtime - Staff are paid extra for working beyond normal hours. 

• Piece rate - Staff are paid for the number of items produced. 

• Commission - Staff are paid for the number of items they sell. 

• Performance related pay - Staff get a bonus for meeting a target set by their manager. 

• Profit sharing - Staff receive a part of any profits made by the business. 

• Salary - Staff are paid monthly no matter how many hours they work. 

• Fringe benefits - Are payments in kind, E.g. A company car or staff discounts. 

 

Managers can motivate staff using factors other than pay through- 

• Job rotation - Staff are switched between different tasks to reduce monotony. 

• Job enlargement - Staff are given more tasks to do of similar difficulty. 

• Job enrichment - Staff are given more interesting and challenging tasks. 

• Empowerment - Staff are given the authority to make decisions about how they do their job. 

• Putting groups of workers in a team– Who are responsible together for completing a certain task. 
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Taylorism-  

• Argues that staff do not enjoy work and are only motivated by threats and pay.  

• Managers motivate staff by organizing employees work and paying by results, E.g. Piece rate pay - payment per 
item produced. 

 

Maslow-  

• Suggests there are five hierarchies or levels of need that explain why people work.  

• Staff first want to meet their survival needs by earning a good wage. 

• Safety needs such as job security then become important, followed by social, self-esteem and self-fulfillment 
needs. 

• Moving staff up a Maslow level is motivational. 

 

Herzberg-  

• Findings revealed that certain characteristics of a job are consistently related to job satisfaction, while different 
factors are associated with job dissatisfaction.  

Factors of satisfaction- 

• Achievement  

• Recognition 

• The work itself 

• Responsibility 

• Advancement 

• Growth 

Factors of dissatisfaction- 

• Company policies 

• Supervision 

• Relationship with supervisor and peers 

• Work conditions 

• Salary 

• Status 

• Security 
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2.2 Organization and structure within business- 

2.2.1 Organization structure and employees- 

• Organization- Is the way a business is structured. One method of organization is to set up departments covering 
the four main areas of business activity: 

• Finance 

• Human resources 

• Marketing 

• Operations 

 

• Organization charts are diagrams that show the internal structure of the business.  

• They make it easy to identify the specific roles and responsibilities of staff.  

• They also show how different roles relate to one another and the structure of departments within the whole com-
pany. 

 

Tall organizations- 

• Have many levels of hierarchy.  

• The span of control is narrow and there are opportunities for promotion. 

• Lines of communication are long, making the firm unresponsive to change. 

 

Flat organizations- 

• Have few levels of hierarchy.  

• Lines of communication are short, making the firm responsive to change.  

• A wide span of control means that tasks must be delegated and managers can feel overstretched. 

• Centralized organizations, the majority of decisions are taken by senior managers and then passed down the or-
ganizational hierarchy. 

• Decentralized organizations delegate authority down the chain of command, thus reducing the speed of decision 
making. 

• One method of reducing costs is to remove a layer of management in a hierarchy while expecting staff to produce 
the same level of output. This is called delayering. 

 

Centralized organizations-  The majority of decisions are taken by senior managers and then passed down the organi-
zational hierarchy. 

 

Decentralized organizations– Delegate authority down the chain of command, thus reducing the speed of decision 
making.  
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• One method of reducing costs is to remove a layer of management in a hierarchy while expecting staff to produce 
the same level of output. This is called delayering. 

 

Organizational terms- 

There are a number of technical terms you need to learn: 

• Hierarchy– Refers to the management levels within an organization. 

• Line managers- Are responsible for overseeing the work of other staff. 

• Subordinates- Report to other staff higher up the hierarchy.  

• Subordinates– Are accountable to their line manager for their actions. 

• Authority- Refers to the power managers have to direct subordinates and make decisions. 

• Delegation– Is when managers entrust tasks or decisions to subordinates. 

• Empowerment- Sees managers passing authority to make decisions down to subordinates. Empowerment can be 
motivational. 

• The span of control- measures the number of subordinates reporting directly to a manager. 

• The chain of command- Is the path of authority along which instructions are passed, from the CEO downwards. 

• Lines of communication- Are the routes messages travel along. 

 

Different functional areas within a business- 

• Human resources- Workforce planning, recruitment and selection, training health and safety, staff welfare, em-
ployment issues. 

• Finance- Wages/ salaries, cash-flow forecasting budgets and accounting. 

• Marketing- Market research, product planning, pricing, sales promotion, advertising, customer service. 

• Production- Manufacturing the products, designing new products, quality control and stock control. 
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3. Business Finance- 

3.1 Business finance sources, forecasting and costs- 

3.1.1 Business finance sources- 

Finance refers to sources of money for a business. Firms need finance to- 

• Start up a business, E.g. pay for premises, new equipment and advertising. 

• Run the business, E.g. having enough cash to pay staff wages and suppliers on time. 

• Expand the business, E.g. having funds to pay for a new branch in a different city or country. 

• New businesses find it difficult to raise finance because they usually have just a few customers and 
many competitors. Lenders are put off by the risk that the start-up may fail.  

 

Internal sources-  

Funds found inside the business. For example- 

• Personal savings 

• Retained profits 

• Selling asset. 

 

External sources-  

Short-term sources of external finance, Include- 

• Overdraft facility - Where a bank allows a firm to take out more money than it has in its bank account. 

• Trade credits - Where suppliers deliver goods now and are willing to wait for a number of days before payment. 

• Factoring - Where firms sell their invoices to a factor such as a bank. They do this for some cash right away, rather 
than waiting 28 days to be paid the full amount. 

Long-term sources of external finance, Include- 

• Owners– Who invest money in the business. For sole traders and partners this can be their savings. For compa-
nies, the funding invested by shareholders is called share capital. 

• Loans- From a bank or from family and friends. 

• Loan capital– Money required to run a business which is raised from loans rather than shares. 

• Share capital– Is the portion of a corporation's equity that has been obtained by the issue of shares in the corpo-
ration to a shareholder, usually for cash. 

• Flotation- Is the process of converting a private company into a public company by issuing shares available for the 
public to purchase. It allows companies to obtain financing externally instead of using retained earnings to fund 
new projects or expansion. 

• Debentures- Are loans made to a company. 

• Mortgage– Which is a special type of loan for buying property where monthly payments are spread over a number 
of years. 

• Hire purchase or leasing– Where monthly payments are made for use of equipment such as a car. Leased equip-
ment is rented and not owned by the firm. Hired equipment is owned by the firm after the final payment. 
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• Grants- From charities or the government to help businesses get started, especially in areas of high unemploy-
ment. 

• Venture capitalist- Is a private equity investor that provides capital to companies exhibiting high growth potential 
in exchange for an equity stake.  

• Crowd funding– Is the practice of funding a project or venture by raising small amounts of money from a large 
number of people, typically via the Internet. 

 

Importance of cash to business- 

• To pay suppliers 

• To pay for overheads and employees 

• To prevent business failure (insolvency) 

 

• Cash– Refers to the amount of money currently or soon-to-be available. It is the money coming into the organiza-
tion either from investors or direct business activity and serves as the resource to pay expenses. Profit is the 
amount of money left over after all expenses are paid using the cash. 

 

Calculation and interpretation of cash-flow forecasts- 

Cash flow forecasting- Involves predicting the future flow of cash in and out of a business’ bank accounts. A cash flow 
forecast will usually be for a 12-month period. Forecasting cash inflows and outflows is important, especially for three 
types of business: 

• New businesses 

• Fast-growing businesses 

• Businesses with unpredictable sales patterns, for example seasonal businesses (e.g. an ice cream van) 

 

A cash flow forecast allows a business to plan for the future. It can therefore assist the business in making important 
decisions, such as: 

• Employing more staff 

• Opening a new branch 

• Investing in a new business 

• Rewarding the owners for their success 

 

• Cash flow forecasting can also help a business to identify the risks of negative cash flow. 

 

Calculating and monitoring cash flow 

• Creating a cash flow forecast for a new business can be difficult, as the business will have no previous figures to 
help it estimate its future cash inflows and outflows. This will require the entrepreneur to make some guesses. 
They will also need to monitor the business’ cash flow carefully to see whether their estimates were realistic, and 
make changes if not. 
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Calculating cash flow involves finding or estimating figures for the following: 

• Cash inflows -All of the money coming into the business, which can be separated into different categories, for ex-
ample sales, rent received and loans. 

• Cash outflows - all of the money moving out of the business to pay for its costs, for example suppliers, employees 
and overheads. 

 

Net cash flow- 

• Net cash flow is the difference between all cash inflows and all cash outflows of a business: 

• net cash flow = cash inflows – cash outflows 
 
 
Opening balance- 

• The opening balance is the amount of money a business starts with at the beginning of the reporting period, usual-
ly the first day of the month: 

• Opening balance=  Closing balance of the previous period 

If there is no previous period, then the opening balance will be zero. For example: 

• Closing balance for January = £5,650 

• Therefore opening balance for February = £5,650 

 

Closing balance- 

• The closing balance is the amount of money the business has at the end of the reporting period, usually the last 
day of the month: 

• Closing balance= Net cash flow + Opening balance 

For example: 

• Net cash flow= £2,550 

• Opening balance= £5,650 

• £2,550 + £5,650 = £8,200 

• Therefore closing balance= £8,200 

 

3.1.3 Costs and break-even analysis- 

• Break-even point- is reached when the total revenue exactly matches the total costs and the business is not mak-
ing a profit or a loss. If the firm can sell at production levels above this point, it will be making a profit. 

 

• Variable costs- Vary based on the amount of output. 

• Example– Labor and the cost of raw materials. 

 

• Fixed costs– Are the same regardless of production output.  

• Example- lease and rental payments, insurance, and interest payments. 
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Total cost= Fixed cost + Variable cost 

 

Break-even charts- 

 

 

 

 

 

 

 

 

 

 

 

Revenue= Sales price x Number of 
units (output) 

 

Limitations- 

Break-even analysis is a useful tool for working out the minimum sales needed to avoid losses.  It makes assumptions 
about various factors – for example  

• That all units are sold 

• That forecasts are reliable  

• External environment is stable. If new rivals enter the market or an economic recession starts then it could take 
longer to reach the break-even point than anticipated. 

• Many organizations add on a margin of safety to the break-even level of output when deciding on their minimum 
sales target. 

 
3.2 Financial documents and accounts analysis- 

3.2.1 Financial documents- 

• A trading, profit and loss account shows the business's financial performance over a given time period, e.g. one 
year. 

 

Working capital- 

• A business is solvent if it can meet its short-term debts when they are due for payment.  

• To do this it needs adequate working capital. There are three main reasons why a business needs ade-
quate working capital. It must: 

• Pay staff wages and salaries. 

• Settle debts and therefore avoid legal action by creditors. 
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You can calculate a firm's working capital by using the following equation: 

• working capital= current assets - current liabilities 

 

3.2.2 Accounts analysis 

• Gross profit margin– Is a metric used to assess a company's financial health and business model by revealing the 
amount of money left over from sales after deducting the cost of goods sold. 

• Markup– Is the difference between the selling price of a good or service and the cost of making it. 

• Return on capital employed- It is a useful measure for comparing the relative profitability of companies after tak-
ing into account the amount of capital used. 

• Current ratio– Is a liquidity ratio that measures whether a firm has enough resources to meet its short-term obli-
gations. 

• Acid test– Compares a company's most short-term assets to its most short-term liabilities to see if a company has 
enough cash to pay its immediate liabilities, such as short-term debt. 

• Market liquidity– Is a market's feature whereby an individual or firm can quickly purchase or sell an asset without 
causing a drastic change in the asset's price. 

• Liquidity– Describes how easy or hard it is to turn an asset or security into cash. A more-liquid asset means that 
it’s easier to get more of the value of the asset in cash quickly. 

 

 

 

Break Your Boundaries©  

 

 



TheGOALKeeper©                                                                                                                                                     Edexcel IGCSE Business 9-1 

 

4. Marketing- 

4.1 Market, market research and the marketing mix- 

4.1.1 Market research- 

• Market research provides information about: 

The market itself (size and make-up – i.e. age, gender, income, tastes) 

• Customer feedback 

• Promotional methods 

• Sales data 

• Competitors 

• Effect of price on market 

 

• Businesses use the information they gather to design new products and modify existing ones. This approach helps 
to maximize the potential success of products and services. 

 

Purpose of market research- 

• To identify and understand customer needs. 

• To identify gaps in the market. 

• To reduce risk. 

• To inform business decisions. 

 

Methods of market research- 

Primary research- 

• Survey 

• Questionnaire 

• Focus group 

• Observation 

• Test marketing 

 

Advantages of primary research- 

• Only firm that collects data has access to it. 

• Collected for a specific purpose. 

Disadvantages of primary research- 

• Expensive to collect 

• Time consuming 



TheGOALKeeper©                                                                                                                                                     Edexcel IGCSE Business 9-1 

 

• Time consuming 

 

Secondary research-  

• Internet 

• Market reports 

• Government reports 

Advantages of secondary research- 

• Saves time 

• Relatively inexpensive 

• Widely available 

Disadvantages of secondary research- 

• Not specifically gathered for the business. 

• May be out of date. 

• May contain bias. 

 

Use of data in market research- 

Role of social media- 

• Track Trends with Social Media for Real-Time Insights. 

• Learn the Language of Your Audience for Improved Marketing Appeal. 

• Use the Real-Time Aspects of Social Media for Quick Research. 

• Harness Social Media Research for Improved Cost Efficiency. 

 

• Quantitative market research- Refers to the process of collecting large amounts of data through surveys, ques-
tionnaires, and polling methods.  

• Qualitative market research– Involves determining customer motivation through close observation –– typically in 
a small group or face-to-face encounter. 

 

4.1.2 The market- 

Importance of marketing- 

• Satisfying customer needs 

• Build customer relationships 

• Keeping customer loyalty 

• Market orientation and product orientation 

• Market share and analysis 

• Niche and mass marketing 
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Changes in markets- 

• Changing customer needs 

• Changing customer/consumer spending patterns 

• Increased competition 

 

Market segmentation is the process of dividing a market of potential customers into groups, or segments, based on 
different characteristics. These can be- 

• Location 

• Demographics 

• Lifestyle 

• Income 

• Age 

 

 

4.1.3- The marketing mix- 

• Firms modify each element in the marketing mix to establish an overall brand image and unique selling point that 
makes their products stand out from the competition. This consists of: 

 

Product:  

• Development of a new product/service. 

• The difference between goods and services. 

• Packaging and its importance. 

• Product life cycle – main phases and extension strategies. 

• Managing and reviewing the product portfolio (Boston matrix).  

 

Price:  

The main pricing strategies and when they might be applied: 

• Cost plus– Adding price on top of the average unit cost. 

• Penetration– Where the price of a product is initially set low to rapidly reach a wide fraction of the market and 
initiate word of mouth. 

• Competition– Consists of setting the price at the same level as one's competitors. 

• Skimming– In which a marketer sets a relatively high initial price for a product or service at first, then lowers 
the price over time. 

• Promotional– Offering products and services at a reduced price. 

 

Place – distribution channels: 

• Retailers or e-tailers (e-commerce). 
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Promotion: 

• Promotion strategies for different market segments:  

• Advertising  

• Sponsorship  

• Product trials  

• Special offers  

• Branding  

 

• Above the line and below the line promotion techniques. 

• Public relations– Improving company image/brand. 

• The use of technology in promotion:  

• Targeted advertising online  

 

Viral advertising via social media 

• E-newsletters   

• The importance of a brand 
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5. Business operations- 

5.1 Economies of scale and production- 

5.1.1 Economies of scale- 

• Economies of scale– Are the cost advantage from business expansion.  

• Internal economies of scale- Falling average costs as output increases. 

• External economies of scale- Falling average total costs due to external factors. 

 

Types of economies of scale- 

• Purchasing economies - When large businesses often receive a discount because they are buying in bulk. 

• Marketing economies - From spreading the fixed cost of promotion over a larger level of output. 

• Administrative economies - from spreading the fixed cost of management staff and IT systems over a larger level 
of output. 

• Research and development economies - from spreading the fixed costs of developing new or improved products 
over a larger level of output 

 

Types of Diseconomies of scale- 

• Ineffective communication- Coordinating large numbers of staff becomes a challenge. Big businesses can develop 
many levels of hierarchy which slow down communication or even lead to miscommunication. 

• Reduced motivation- Staff can feel remote and unappreciated in a large organization. When staff productivity be-
gins to fall, unit costs begin to rise. 

 

5.1.2 Production- 

Production processes- 

• Businesses providing goods can choose from three different types of production process.  

• These are job production, batch production and flow production. 

 

Job production-  

• Job production is when individual products are made one at a time to meet specific customer preferences.  

• An example would be tailor-made suits, which are made specifically to each customer’s measurements and tastes. 

Advantages of job production- 

• High profit margins for bespoke products. 

• Employees may gain enjoyment from using specialist skills. 

• Customers get exactly what they want. 

Disadvantages of job production- 

• Highly skilled staff are required, which increases costs. 

• Highly skilled staff may not be available, which can make training staff very expensive. 
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Batch production-  

• Batch production involves making a set quantity of identical products.  

• This quantity is known as a ‘batch’.  

• The batch size could be ten, 10,000 or a million identical products.  

• An example would be a bakery making a batch of 100 white bread rolls and then making a batch of 50 whole meal 
bread rolls. 

Advantages of Batch production- 

• Able to make a variety of sizes or flavors. 

• Can be partially automated. 

• Can produce more products than job production. 

Disadvantages of Batch production- 

• Not as flexible regarding customers’ tastes as job production. 

• As batch production is not fully automated, costs may be higher than in flow production. 

 

Flow production-  

• Flow production involves continuously making identical products.  

• This allows the production process to be heavily automated. 

Advantages of flow production- 

• Able to make far larger quantities. 

• Consistency in production means products are identical, which means customers know exactly what they are buy-
ing. 

• Highly automated process. 

Disadvantages of flow production- 

• In competitive markets for similar mass-produced goods profit margins can be very low. 

• Customers like products that are tailored to their specific preferences. 

• Expensive to buy all the machinery needed for automation. 

 

The impact of production processes on productivity- 

• Businesses often use a combination of job production, batch production and flow production.  

• For example, a bakery might use batch production to bake a batch of cakes but then use job production to ice the 
cakes to each customer’s preferences. 

• One major reason a business might choose one production process over another relates to productivity.  

• Productivity is a measure of efficiency.  

• It can be measured in products produced per worker, per day, month or year. 
 
 

Break Your Boundaries©  



TheGOALKeeper©                                                                                                                                                     Edexcel IGCSE Business 9-1 

 

A business can improve productivity in various ways- 

• Investing in up-to-date machinery – This can help workers to produce more products in the same length of time. 
It can also reduce the need for employees by replacing them with automated machinery. 

• Providing incentives to encourage workers to work harder and faster – There are several ways this can be 
achieved, such as through promotion opportunities or pay incentives. 

• Providing training to staff– To improve their skills so they can work more efficiently. 

• Encouraging staff to come up with time-saving ideas that allow them to work more efficiently – Many businesses 
have suggestion boxes where staff can provide ideas on how the business could operate better. 

• Being more productive– Enables businesses to keep their costs per unit as low as possible. This means they can 
price their goods or services more competitively or increase their profit margins. 

• Productivity= Total output/ total input 

 

The impact of technology on production- 

• Technology has a big impact on businesses, in terms of both updating existing products and finding new ways of 
manufacturing products. Technology benefits businesses as it allows them to produce higher quantities, make 
products more consistent and be more cost-effective. 

 

Businesses try to use technology in a balanced way so that its disadvantages don’t outweigh its many advantages. 
They need to balance- 

• Costs - Technology costs money to purchase, but reduces the cost of producing products. For example, using ma-
chinery to complete dangerous tasks means a business no longer has to pay the higher wage costs associated with 
risky jobs. This both reduces costs and improves employee health. 

• Productivity - Using machinery to mechanize or automate parts of the production process leads to an increase in 
productivity. This means a business can either reduce its prices to remain competitive or increase its profit mar-
gins. 

• Quality - Businesses need to be consistent in the quality of the products they produce. Mechanizing or automating 
parts of production can help with this. 

• Flexibility - Businesses often need to balance technology with human flexibility. Automation is good for mass pro-
duction but it doesn’t work so well for products that will be personalized to meet individual customers’ prefer-
ences. For example, in the luxury car industry, customers have a wide variety of optional extras to choose from, 
which may need to be hand-finished. 

 

• Lean production is an approach to management that focuses on cutting out waste, whilst ensuring quality. Exam-
ples of this are- 

 

Just-in-time production-  

• Minimizes the time, labor, and materials in a manufacturing process by only producing goods as they are needed. 

• The desired outcome is a streamlined production system that maintains a minimal amount of on-site raw materi-
als, minimal wait times in the production process, and small batch sizes. 
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Kaizen production-  

• Kaizen (Continuous Improvement) is a strategy where employees at all levels of a company work together proac-
tively to achieve regular, incremental improvements to the manufacturing process. In a sense, it combines the col-
lective talents within a company to create a powerful engine for improvement. The foundations of this are- 

• Teamwork 

• Personal discipline 

• Improved morale 

• Quality circles 

• Suggestions for improvement 
 

5.2 Factors of production and quality of goods- 

5.2.1 Factors of production- 

Factors of production- 

• Land- Concerned with all raw materials and natural resources from the Earth. This could be physical land that is 
demanded or the extractable resources it contains. 

• Labor- People who work in the business. Skilled workers who contribute to the production of goods and services. 

• Capital- Concerned with the investment and money. Man-made tools that help production such as equipment and 
machinery counts as capital goods. 

• Enterprise- Bringing together the factors of production to produce a good or service. The Entrepreneur organizes 
these factors of production and takes the risks in order to make profit. 

 

Scarcity-  

• Not enough goods and services to meet the wants and needs of the population gap between limited resources and 
limitless wants. 

• The question is how people should allocate resources efficiently in order to satisfy basic needs and as many addi-
tional wants as possible. 

• Unlimited wants + Limited resources = Scarcity 

 

• Opportunity Cost- The next best thing given up when making a choice. 

 

Labor and capital- 

• All production operations combine the two factors of labor and capital.  

• The importance of labor and capital to a specific business are described in terms of their intensity. 

 

Labor intensive- 

• Labor intensive is when products are mainly produced by human workers.  

• Machines and special tools may be used too, but overall it requires human creativity and effort to produce the 
product.  

• An example Is a restraunt kitchen. 
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Advantages of labor intensive work- 

• Customized products are easier to make. 

• Less expensive machinery costs. 

• Humans can use their own initiative and problem solve. 
Disadvantages of labor intensive course- 

• Quality of products can vary due to expertise of the worker. 

• Skilled workers take time to train. 

• Skilled workers will be paid more than unskilled workers. 
 
 
Capital intensive 

• Capital intensive is when products are mainly produced by machines and robots, meaning the initial outlay and 
maintenance, will be very high.  

• An example of this is robots at work. 

 

Advantages of capital intensive work- 

• Less employee wages and costs. 

• Quality can be standardized, the same every time. 

• Machines can work continuously, 24/7. 

Disadvantages of capital intensive work- 

• More difficult to customize orders. 

• Breakdowns in production can be costly. 

• Initial set up costs of machinery are high. 

 

5.2.2– Quality 

Quality control- 

• This is when products are inspected at the end of the production process.  

• Any product not meeting the standards of quality set by the business will be sent for rework or discarded com-
pletely. 

 

Benefits of quality control- 

• Reduces chance of poor quality products reaching end users. 

• Only some employees need to be trained as inspectors to look for faults. 

Costs of quality control- 

• High wastage costs. 

• Reworking faulty products costs time and money. 

 

Total quality management- 

• Quality management is more of a philosophy than a process.  



TheGOALKeeper©                                                                                                                                                     Edexcel IGCSE Business 9-1 

 

• It aims to have zero defects reaching the customer.  

• This is achieved through creating quality chains, meaning each member of production treats the person before 
and after in the production line as a customer. 

•  If they are unhappy with what they receive or pass on, they can return the item. 

• Quality management involves everyone in the business working towards the goal of 100% customer satisfaction. 

 

Benefits of total quality management- 

• Aims to get it right the first time. 

• Zero tolerance on errors and mistakes. 

• Superior to quality control– the best chance of errors being discovered before reaching the end user. 

• Encourages teamwork among employees. 

Costs of total quality management- 

• Everyone must “buy-in” to the process. 

• More expensive to implement than quality control. 
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