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1. THE NATURE OF BUSINESS ACTIVITY %
Definition | Business: It is an idea of a person or 2 group of people who are working in an &f}{-ai
arganized way lo achieve a given target. These business i

. o usinesses usually have profit as their primary \'/
motive however there are several other objectives like social welfare, providing services eic 1
_'_'_‘—-—-—_._.____

2
1. Opportunity Cost \r'g
E/‘ Definition: Opportunity costs is defined as the next best allernative forgone. People are forced o i
make choices due to the presence of the E_HSIG’_éEﬁﬁomig problem, which is there are limited g k
2 resources and unlimited needs and wants which leads to (he problem of scarcity, In simpler
X terms, the sacrifice by an individual or organization whil

e giving preference 1o one product to the
Eﬂw* other is known as the opportunity cost of a particular decision. Remember that this is made by all

economic decision makers: Consumers, businesses and government. Examples:

SR A 0 '

!\*"’“ W™ 1. Consumer - An individual has $1000 and he/sH
the individual chooses the laptop the smart phoni
2. Businesses — A business has $1million. It c3 sif
invest in research and development. If the b ?f S
research and development becomes the op ﬂil}:“ 08 {
3. Government — A government has two oliiBag e i". build roads or building schools in the ﬁ\j
country. If the government chooses to builii#lds, dewaray

Opporunity cost,

!

itcomes the opportunity cost.

2. The concept of creating value \/;

Definition: Creating value is selling '
Added value is the difference betwdtt Ited good and cost of bought in

materials. This can be dor Rrayidins bstter cu OmeF. seryjce, a-,f.m- fisi
etc. Businessﬁ : v r@ stoﬂ%ﬁﬁwt“ '
as profit. 4 o { Ko R

Added value = Selling price - Cost of bought in material
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AS-Level - Business (9609) - SECTION 1 - [Business and its Environment)

.
7 L e LIFE exMpLES
3. Factors of Production e e )
- These elements are required to carry out a business activity are collectively known as
the factors of production. These include: ‘
K ctut'—.it{'f,b."'i:fa-'.r-.h'liEii:iriﬁ'tiﬁii.";éf{h‘fﬂEli4.f-i':-':,§a,:.-E\-i{i;'{.?.-l?siiE.-‘*';E{-i."—l.zis'ﬁ,'\iijE’-’A’n"i%'-.ﬂi‘éﬁ.E?&E.%Eii-i,&i".{:f'?;‘iia'-.'L;'-:'-?'If-.;'fﬁ.‘-:'fu.-'-.a"-ﬁ{';--?.:-"_',::1
1. Land It represents all the natural resources which are consumed during the business l
activity, e.g. plains, seas. mines etc. |

2. Labor \ The term refers to any kind of physical or mental human effort, E.g. carpenters, \
doctors, etc.

3. Capital Capital is not only the finance needed to set up the business and pay for its

T Efgrmions, but is also all the man-made resources used 1n productionThese

Tnclude capital goods, which are the physical goods used by industry t0 aid in the

YU Dy ,
» . . . venky Ak
© Cinewye .| production of other goods and services, example: machines and commercial A ‘R: {
vehicles. s
3. Enterprise | Thisisthe skill and nisk-taking ability of the person who brings the other :{:*—' -
« townmi~s! | resources or factors of productiog together to produce a good or service. For
FT-S T X 1 "y .-
1 | example, the owner of a business |
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| needed it A ehday running of the business, Itisusedto | .
APy o g ‘ . f . L ehgsd o
Fed Billows the business 10 give credit to 11$ e

i
?' .-

A\ day to day expenses, il might be forced | Sk yes,

1 \oid this by forecasting 1hM
- fho smaller credit periods to customers. |
) 2. Poor Teld and lacks experience in others. SRR
\ Management might lack management and A T
R s MK ™y er this problem is that an A t‘f
- - ’1“’"‘('“) tners and seek management e
Ve A A - el ~ 11
\ | 3. Lackof 3 ik :‘ g
- =| record keeping™ AL EssAIalch CH ase, <
employee working hours etc. _
4. Changes in A business might fail due to the dynamic changes in the business *\tdanly
(X evac) | business environment. These include political, economic, social and technological .3 A »
Legvironment changes in the business environment. -:r' )
RO, AR '.-“"‘_Sl F -\;Lr. Koy Laﬂi\q._\-‘.m . ftn i
2. THE ROLE OF THE ENTREPRE EUR ‘ NUEIN |
Definition | Entrepreneur. An entrepreneur is an Mﬁﬂm@s—ﬂﬂﬁgtm&& )
production, assumes the risk and is an innovator. These individuals come up with a new business ~

idea, arrangememr and accept the risk. Example: Steve Jobs created Apple, Richard
Branson, CEO of Virgin Group, Elon Musk, CEO of Tesla and Space X, etc.

A mecly Beanehy Q :
e~ T — o ) P
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1. Problems that a new business/entrepreneur faces: |35 mrc i, m\ TTTE Y =~
[Problems: << Vil Deseription.#i 1w TGS e e v e s
it LT Identifying This happens when the entrepreneur is unable to find aI s:fﬂ:é?::;gﬁ?:jm "1
MM‘TE_'_ il successfu_l_ for its product or service in the market which leads to p e R
Ve \ou i ~4_OppOMunities oA~ Moy tirende o loch adeanly (wiefd dmes o7 u'h L —
avoa- =~ | 2, Finance When starting out entrepreneurs find it hard to obtain financing for their e,
business. This is mainly due to lack of personal savings,_qo__;ﬁt&l_?ﬂess if _
record or a weak business plan that is unable to convince a potentia -0
1 investor. L Rt T VP EN b 1ansit \Q_"‘“ -\ —l'g‘:*:l}\-
3. Location Due to low financing and the objective of keeping costs low a business I
not be able to find a location that is close to the market resulting inlow =%
sales and hence lower profits. €4 - -~ "o vamyion g Aoy ST | —
* Mor. Wi 4. Competition | A new business might face fierce competition from the current business '~|‘1 i
P o) SR =PRSS N since the current ones are financially and technologically sqpeﬁ.qr. This | !
¢ Oardn A wte problem can be countered if the new business presents a unique idea and |
Qealle. | a value chain that is diffighlt to imitate. Sovi- slbo- fon Sofar wobo s Do b
5. Building a Some businesses have gfib]e building a customer base due to many '
customer base competitors in the markefeew businesses usually try to provide better
value propositions li ?’ ood/service at a cheaper rate, better
CUSIOMET SErvice etcTiusdpiisn) & c\vs (eopie - ti, /’H‘t-- precedi s wedd }

el Wil 51 ool o f'* ;- ‘ A e L Lhil}t-.lf
4 4 Lr—2. The role of business enterprise in the déFefoptientaf a business and a country '

B e LT T T ITC a T i (LT U Ky s Sy T T T T o T O N YL S T S N T DR TR
U I T L e b V(o ] L e D e e B T o
N == iy g 2

vy, ewm | 1. Creates employment | Businesses employ people? e
5'...,.-.,,\_«.(_..;;‘.)-3 = Leataowm

yreduces the unemployment in the

Pove,y o ¥ o
~ ¥AQler AWy | 2. Economic Growth eI ET GATEY

Lidey ek P \regw e ek =2
B4 ©™A S Tnnovation ang '

- Py e AEY) technolopical ghtdy
levo cutoue-| 4 Increase inE%HE

L .\.) t\.--}.‘w---ral
L

Ay = >, .{..'J
L . A b b\- "

¢arpy 3. SOCIAL ENTERPRISE ¥<3x

. Busiacg.,  Definition: A social enterprise can be defined as a business with primarily social objectives
cAwk i~ e Whose surpluses are reinvested in the business or the community, rather than providing profits
et anrdery fOF shareholders or owners. Examples include: KASHAF Foundation and Akhuwat in Pakistan.
bewr W~ atud A social enterprise has a triple bottom line objective:
CO ey ey, * '___3 guan it “' Al Gov e
¢ <uors 1 ¢+ 1. Economic — Make profit and reinvest back into the business B ®
- =5e e vy 2. Social - Provides jobs and support for}ocals N . =3 .3
R Wi Envirenmental - Have sustainable environmental policies which helps to protect the
|\ wau¥, €nvironment.

country.- Sty Yo St Wyod Sovein o dudadr Slery (o oy
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TOPIC 2: BUSINESS STRUCTURE

£/ 1. ECONOMIC SECTORS

-i;' There are THREE economic sectors in an economy:
1. Primary This sector includes the extractive industries that acquire raw material from \ '
) naturally available resources, w,mtumm_ Jt —
material into

It comprises of the manufacturing industries that convert raw \
semi-finished or finished goads. E.g. Textile industry,. |
T This represents all kinds of services such as banking retailing-ete. |
O Brufin exfloan thae djferents prouslL omel pu-as Lot
The Pu 1?: and Private sectors
owned businesses with the main motive

{1~y Definition | Private Sector: This sector includes privately T
of profits. The businesses will make their own decisions about “What to produce, how it should _

"-—._-___—- - . -
be produced and what price to charge for it". Exagple of a pnvate sector business, McDonalds,

Definition | Public Sector: This sector includeg

2. Secondary

3. Tertiary

ifiesses owned and controiled by the

government. [t operates for the welfare of _.;[-? ity and pursues profits as only asecondary
ssendiiddcifities to the masses and it will do so even

motiye They are responsible to provided

it does not prove to be profitable. Usuallyy
real-life example can be Pakistan Railwa

2. LEGAL STRUCTURES
1. Sole trader

2. Partnership
3 Private limited companies

4. Public limited companies “ -
s AATIK TASNEEM

. 1o Vo

6. Co-operatijeveg
7. Joint ventures
8. Multinationals ___— 7 Ph > poptor tote Wae
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v . . . full con’
E . rn has the ! :
1. Sole Trader . : Jes the finance and in retd i (ability]
Defimgion: A business in which oy_p,c_f?ﬂl plrz\t’:";dcr has all of the risk due I‘?_EEI-'M%J— h
of the business and keeps all the profits. 4 <0 " limited liability means that the owner §

loan

_ia_cgs_.gpa_me_'ﬁﬂi“’ﬂs—and lacks continuity. Uﬂb e e i na
personal possessions can be taken to pay off the deb1s !

Disadvantages N —.
1. Unlimited liability, this mean that if the }so |
irader is unable 10 pay off business debts. the |
|

——
e et

Advantages
to set up since it has no legal

1. Itis easy
| tormalities
i

2 The owner enjoys complet
decision making and is not answ
anyone. This also reduces chance

lender reserves the right to 1ake his personul

e flexibility in assets.
erable to

< of conflicts. | 2. Lack of continuity, since the business does

not have a separat€ legal status. when the
owner dies the business comes 1o an en

3)No profit sharing. Since he is the only one in
The business profits do not need to be shared. .
red which leads 10

ad is not sha _
ris unable

king hours and the owne
f expertise.

rjﬁ Vorklo
[
Sgnger wor

.;Eﬂr” \

| Specialize in the area o

2. Partnership
efinition: A business in which tw

to make a profit. These individuals invesgE
has unlimited lialr

business. A partnership

“hming together to own a business, usually
b i T aald B A

engily share responsibilities of running the
fifuity and lacks separate legal status.

Gul l‘.ll:l.

B Disadvantages
I Unligiiédbliability, this mean that if the sole |
irader 16 GHEBe to pay off business debts, the |

—

| Advantages

1. Partners can share the workload afj@iel
A

. specialization if different areas of bt
marketing, operations

, finance etc.

he
L gl b L

"

iness.

lender reserves the right to take his personal -,

ASNEEM

2. Lack of continuity, since the business does

not have a separate legal status, when the

3. Losses are shared between partners. This owner dies the business comes to an end

leads to spread of risk.

3 Profits are shared which leads to less retum
per partner.

43 [ E:;l‘e are chances of conflicts since partners
might disagree on issues which can delay
decision making.

=

5. S:I:le Trader might lose control of decision
making if he/she forms a partnership |
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AS-Level - Business (9609) - SECTION 1 - [Business and its Emirunmcnl]

3. Private limited companies

efinition: A small medium-sized business that is owned by shareholders who are often

members of the same family; this company cannot sell shares to the general public. Example

Lahore Grammar School. These businesses have limited liability, has a separate legal status and
has continuity.

| Advantages L
1. Limited liability is the situation which states
that the liability of the owner is only limited to

the amount invested in the business and their
personal assets are safe.

Disadvantages |

1. There are several legal formalities that are
not only time consuming but also expensive.

2. Limited potential to raise capital since they

cannot sell shares on the stock exchange.
2

. Separate legal identity makes that the
5 r,,__g_

ers and businesses are separate. This

means if a product is faulty the company is
sued and not the owners.

h
|

1
3. Less secrecy over accounts as accounts must |
be sent to company's house which can make |
.- H |

|
3. Has continuity which means that the death

e I'M“. kores (he So\¢ eeder o
of an owner does not lead to break- -up of the olin el 4 Nﬁ
business. Pcﬁwwxhpi 1|
4. Can raise capital from selling of shares;
friends and family.beceuat Wnotaes ore

e aians O Pree e vy b Al
4. Public limited companies 3
Definition: A limited company, ofter/fi# e legal right to sell shares to the
general gublu:. share prices are qug et -‘ﬂ change. These businesses have
limited hability, has a separate leg xample: Telenor, Nike etc
l Tyt W ‘
| 1. Limited liafrhty = Wi 2hils) _ B Neg I B tiblad Mahtes that are
that the liability of the owner is only hm1ted to not only nme consuming, but also expensive.
the amount invested in the business and their These include Memorandum of Association*
personal assets are safe, and Article of Association®
'EI \ m"\\_
2. Separate legal identity makes that the @ isk of takeover due to availability of shares
owners and businesses are separate. This on the stock exchange. As another company,
means if a product is faulty the company is can buy a large number of shares to assume
sued and not the owners. control of the company.

3. Has continuity which means that the death | 3. Less secrecy over accounts as accounts must
of an owner does not lead to break-up of the be sent to company’s house which can make
business. them open to public inspection.

) )Can raise capital from selling of shares on 4. Can lead to potential diseconomies of scale
the stock exchange.tuene Sdling of  Scuer alow) if the company

nﬂ-‘.. Q‘fm L& U*Tllftc-h-( t"M"‘“‘" ?M\{J‘ .;“L
Con Q&E\'t = |-1".thf'r..l q' R T
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AS-Level - Busincss (D609) - 4
A o i -
‘ Poar__ N — " Al v
(T T"-'. id . . . e5 Or -"',La
: : . arience di5es OfmLE?. :
h el to gain csanomics.of S Might experience = o o cost starts
5 PLCs have a potential 10 BHF~ ol | 2 a situation Where average ns8e
”llfl 15 d - ( : gt bc hchL "

n cosl duclo/ o xpansion Chis

scale. This reduces productio

~ nansi th rall [P | L=
expansion. \

p k.*!_tr"u- b

al document preparcd in the formatton a?éim'
y to define its relationship vwith sharehocld€r?

Association: A MOA isaleg
‘ 4ims of
y, the address, max share capital and the a1ms ©

s of a limited liability compan
ludes the name of the compan

*Memorandum of
rcgistration proces
This document inc
the business.

«Article of Association:
well as the duties and respons

ains the purpose of the company 25

The AQA is a document that cont
d and recorded clearly

ibilities of its members define

5. Franchises

Definition: A Franchise isa busxess In W
services under a specific brand name, logo

hich exclusive rights are purchased for scllinglgoods or
and trading system. The franchisor sells the right the

franchisee, authorizing the franchisee to use the b} nd name and logo Franchiscs c:-:lf.ti;p scv:izral
industries. Example. Food (McDonalds, BurgerKipg, Starbucks), Clothing (Abercrom je an
Fitch, Nike, American Eagle), Hotels (Marriotfill alional, Hilton Hotels & Resorts)

oA
L f
WAy #

Advantages and Disadvantages 10 the Franch JOr A
L Advantages Ty B Disadvantages =l
1. Expansion of the business without incugfi | 1lzaining of employee needs 10 be paid by
the high capital cost. This leads to nation "lf_r- thifgmkhisor. |

presence without heavy investment, G
E )

1N
334{;1 “ .‘1‘; iz ::,ca ) )
igesq | 2. Thefgahchisor pays for the nationwide

gty A
2 Inflow of cash, since the franchise sﬁ?* advef '-‘}:”L t campaigns.
royalty. A royalty is a payment t0 anfgyne for |¢ b i !
the use of franchises license. e 5 FailiF&6tMn individual franchisee might |

reflect badly on the whole franchise operation. |

iy ' Y

i

3. Share of E
the franchisogjiia) 4G

Advantages and Disadvantages to the Franchisee
Advantages Disadvantages |

[ Chances of failure are reduced due to an 1. Expensive license fees need to be paid to the
already established brand name of the franchisor.

franchisor.
2 Has limited control over items like price
terms of sale, place etc L MertceD=sy Mt

2. Franchisor pays for the advertisement of the

brand and training of employees.
3 Profits needs to be shared with the

3 Can benefit from the business expertise and | franchisor.

gain access to the business network of the KY) Ry Wiy mave =y e fremaay

franchisor. ' . sl
anchisor | e T bae  Armadaives s perios—enu -

Y) Frenaates e gk ‘E‘*““b“') from Leraind
l""\kl-kuc_l"av‘\ ‘h""g_ [P e | l‘\f\’_ ‘\"IUL':J.WB du\_
Lo M Jow Atk neliae u—\ Yat DUa ALYy .
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\ nf l\'\l'--l' B \ b ad bt l,q

ant day ady
6. Co-operatives Vv j};g_\e__il_’.m_ _

Definition: A co-operative is an autonomous association of people united voluntarily to meet
their common economic, social and cultural needs and aspirations through a jointly owned and
Jemocratcally controlled business. All members have one vote and all of them share profits
equally. There are THREE types of cooperatives:

1. Employee Cooperative: Business is owned by all the employee
2. Community Cooperative: Owned by mem
3. Retail cooperative: Where several retai

s who work there. \
bers of a community to provide local service. |
lers join together to come under one brand name.

1 Advantages
|. Employees have a share in the business and -
they are interested in how it performs. This
leads to higher staff motivation and
engagement in their work.

la Disadvantages |
- Disadvantages include slower decision 1

aking since members need to be consulted on \
important issues.

2. The ability to raise finances is limited since |

|Ahey can’t sell shares to the public. I'.

2. Productivity of workers might be high since
they are motivated by the values of theco- |
operative and desire to add value to their 3
members and the wider community. !

|
[8broductivity and profitability mi ght decrease 1|

MAeople are not motivated by self-interest.

3. Economies of scale due to bulk buying. &%

members, can arrange the supplies in bulkfgiEs
gain discounts.

d\v a small amount of profit is shared and
& is reinvested into the lgus'mess.

I

4. Better decision making since work |t
shared. i

~——

,————\___\\_- _'l ult I F_ﬁ_ﬂ__f_._._’___,_.--"_"-__ ——_._____________-_-
7. Joint ventures - . . AL

Doat R GEVLE HHE

purpose of selling and distnibuting cereal and
snack foods to consumers in China. (ii) NBC, Fox and Disney started a joint venture to create the
enormously popular video streaming website "Hulu”, ..\ cicas it
Nk verkug — 5 Yor Abedt sugaen > TV giv wa
Advantages \ Disadvantages
1. Provide companies with the opportunity to | 1. The objectives of the venture are not 100 per
gain new capacity and expertise. due. ko trow)e| cent clear and communicated to everyone
&g.},\;\a\ab'j Gad dee SWheye
x4 2. Allow companies to enter related businesses
or new geographic markets or gain new 2. There is an imbalance in levels of expertise,
technological knowledge access to greater investment or assets brought into the venture
resources, including specialized staff and by the different partners.
technology sharing of risks with a venture
partner.

Internationa

&
Hb\\\.i\\‘ \..E\-‘; o

involved, T lagn of talhigea

3. Different cultures and management styles
result in poor integration and co-operation.
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oy 0{‘\"-351_«:\ ’t“<_'~]-t('3 ) _
4. The partners don't provide enough

| 3. Joint ventures can be flexible. For example, (
a joint venture can have a limited life span and | leadership and support in the early stages.
to.-J o\,

only cover part of what you do, thus limiting T
o N

4 F;—i-\L:'. l--r i
% 3.,,_1,._ VRt S Eaad Rt 'N\\-n.'._-.;hn

both your commitment and the business' EvealuS i), -
exposure. Ve et s kel Lo P e X ‘C"Q.
fome Ll - e o ot objedis
1y The Susens defewdy o i .
||

4. JV’s offer a creative way for companies to

| exit from non-core businesses. Companies can | *} ‘e

gradually separate a business from the rest of . :

the organization, and eventually, sell itto the | AW ™o Spufient foc vrermbinen Evpinga, N\
other parent company. Roughly 80% of all i Lo Locon e v

joint ventures end in a sale by one partnerto | V) 3ovl- veriley bl oviy BC SRR b S SNy
the other. A undees W dan surevert | owmicl sty ‘

8. Multinationals
Definition: It is a large scale, well established buginess with head quarter in one country and
operating through a network of production plant§:and/or branches in different parts of the world,

e.g. P&G, Toyota, Shell, Standard Chartered ef
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/ TOPIC3: SIZE OF BUSINESS ~ PRoPd 14 nevir 6 Menwee or 51,
A J Oy .
1. MEASUREMENTS OF BUSINESS SIZE Sbep oon L ebiiagian
There are several ways to measure the size of the business: ) . .
|. Number of Employees LY CAple i, afio e o do
2. Revenue

b e e & Ve e
3. Capital Employed ) X q
4. Market Share

5. Market Capitalization[ QM“B Vo bl L Lsvportey Wt vedue - Meris P Shal "
L. Number of Employees

Cteda
The higher the number of employees that greater the size of the business. This measure is usually J=
used for labor intensive industri

es such as agriculture. Example: GlaxoSmithKline has over
100,000 employees. :

e ——

2. Revenue

_' ' g business in a given time period, Higher the

ample: Exxon Mobil had sales turnover of

3. Capital employed -
This'is the difference between the assets gf
long term finance invested in the busine
industries such as car manufacturing, Fg
billion making it the world's largest ;"

afeiRs liabilities. This shows the amount of
A usually used for capital intensive
@lmart’s capital employed was 203 1

4. Market Share 3
This is the ratio between the sales 3f the ¢
the larger the bys; —

afes industry.
if the market l

Higher the market share
Snight be misleading

] ""\"".'- milk,

Market Share % = —C2mpnay Sales
0 Total Market Sales x 100

S. Market Capitalization
It is regarded as the Total Value of the shares issued by the company,
Market Capitalization = Current share price x total number of sl'la:es issued

This tends to show that hj gher the share pri ]
; pnice, greater will be th
applicable on public limited companies, : +p Vil efithe TRy Only

: . © Way to measure will depend
ness being measured, the nature of th pend on several

(absolute or comparative) ® ndustry and the analysis being drawn

——

AATIK TASNEEM | A9/A 1 Bves
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2. SIGNIFICANCE OF SMALL BUSINESSES | e 7
Definion. Small businesses are husinesses that usually have less employees. g-mr_'lmld 0“, , 45
revenue, have less capital _gmploy_cd and havea '.nw_anE:'l__!‘y_h_i‘v[c_L There are several advantaue, ..r:‘ i
and disadvantages of small businesses . -
Yoo poky | = e lil = I, Disadvantages g
Ay e o | Create Jobs S r 1l lan e s collectively | 5 sof | .¢: This leads 10
_?. Small businesses ¢ ) ‘on and reduces the chances

use 4 3 2 T, . .
Seolhell | om ploy a significant proportion of the working

: population
i
' 2_Create competition for larger firms. These

s | businesses create -:T'ompclilion within the
S ‘=w3 L market, brning prices down and prevent

53 Tezst s—aut ' formation of monopolies. Example: Air Line
“usneasta vl | industry, where cost is reduced over the years |

dif ficulty in expans
\ to deploy technology an
| methods.

-

d efficient production

NtﬂFEW Cct)ﬂﬂmlcs nr qcu_\g: Smcc lhc

business i1s small 1t1s difficult for them to |
expand production and ach

jeve lower unit cost. |

eation: This increases the nsk ol

Betomy dawa. | duetothe entry of several small airlines ' ) _
b o ey, i lure due 1o the greater risk ol negative
fmel Con <}3~3 lexibility wi nng ditions: Srnajli nact of external change. Example: I the
Comtmmie y+  business operators have way more flexibility :}i‘:a-ii‘: uct and handmade carpets and the product
. AP -4 | make swift, immediate and necessary changgﬂ out of fashion the business would be .
. . . . & jre L e |

Yl kmre that are essential to dealing with shifting  ‘sEehigiecd to shut down. .

conditions. They're at the top. The ability & oA ALy - aduc.efieg e it
o {1l %mn : ? } - F:'-'-'.'":_; = Wea kO Lund Khene

respond quickly to market changes is a bi MR () Vg :Bmwﬂww.ﬁﬁ > g

b = My

small businesses produce innovative,

i : .
dynamic products adding the vanety:g
available in the market. Example inCit

i G, NIJ\- \_1‘_““:,-“ eq ) ""‘h\\_"-" L~
3 e Xy Hudfglu

B tie ~ yox el - '|

gy ¥ LR

Family O 5 ! A Tk $L IS
G merey Definition: A business th the at least two members of the same
Esow S. __!M TReuis ¢ edh D Yeenmapekt o) MWonennes - -
b i Strengths > Weaknesses \

1_3 'I-ﬁ'ng._ *_:'vn.:q._t jaT ey Jﬁ \'\Q'\' ‘-ASH\{L"_-;
ek i Thak Whew - 13
NP Camaal, (okik a A {vuﬁ\dc -

|_Knowledge: Passing on the accumulated
knowledge helps to maintain the quality of the

products.

2. More finance: Family members might be

willing to provide finance and expertise

3 _Commitment; Family members are more

committed to the business which leads to
members working for longer hours and at
lower rates than outsiders.

K

f>l Succession: This often results when the
newer generations are incompetent or a
difference of opinion rises among the members

2_Informality: Lack of formal business

practices due the absence of check and balance.

3. Traditional: Family owned businesses

follow their traditional methods of operations
which might prove to be inefficient in the

dynamic and changing market conditions.

|
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\ 3. INTERNAL GROWTH
: Dsﬁ_ru;_nql Interna] growth is regarded as the expansion of a business by means of opening new \
ranches, selling franchises or atracting investment from large businesses, launching new
products for consumers, finding new markers
without Jomning hands with y

s, etc . This happens when the existing firm grows
any other finys and usually reinvests profits t
Coca-Cola, Innocent Smoothies, Subway etc.
. iy Subwa

|

o achieve this. Example;
Row ?a'--\}-_'a._t_:‘_g_ :&Q_A “ v\ v 1""__))“_‘ o,
'A::-.-mt__-_"\'-- e VIERRWTE T R I Y S L -t\ - 'LC a_ |
Advantages of Internal Growth MU ady  wadd Y At tionomiey B
- LAdvantage 7T Deseeiptiont 5 4TG0y 2 e s s RO
1. Power over suppliers and | When a business grows in size it has more power over its suppliers
| customers and customers which allows them 1o make more profits, |
2. More customers Since the business has more branches it can reach more customers lI
which leads to more sales and higher potential for profits. |
3. Increase business worth
(B e

Owners can own somethin
WAL oy

g worth more than the previous '
business whic
g bodegwg S\ VU Yn

: \
h helps them increase their wealth.
_ N ) )
Note: Some businesses prefer t

|
o grow internall/Sigre it avoid problems related to growth like
lack of capital and problems with adjusting 1q s. However, this method is slow and not
suitable if the competitors are exp

anding rapig
DRAw B .
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| Wy TOPIC 4: BUSINESS OBJECTIVES /
(391 A3 PO Qamminas

| e ™I 1. BUSINESS OBJECTIVES | PRIVATE SECTOR AND PUBLIC SECTOR
il the Definition Corporate objectives These are aims and targets that relate to the busiress as 2

"u-\uﬂt,l‘!- Yo Celaw = i '  Arrvide the S
K of the business and thev provide the focus
c

\ i J ‘ v the tcp management
e LG whole They are usuallv set by the 1op mar

AS-Level - Business (#09) - SECTION 1 - |Basiness and its En

or setting more detailed objecuves for the main functional acuvities of the business These
: ‘ ) L g - r— ‘ ~ i ~hietal lizt1r ard
VYWl pag oy, objectives should meet a SMART critenion (Specific, Measureable, Achievable, Realistic and

\*ecr 4o vn . Time Specific) B
c
3 :E;:""’ f gt~y Definition | Depantmental Objectives These aims and targets of the functional departments of the
A - - -
% Y, business. Example Marketing, HR. Finance etc
) g :..!Irr,_r_,_] Sy = - = .
§ L@th_\ YN TR = - — = — ——— —
T T Objective: * " =~ * | De_st:rmuun : i S R S W s T -
tem Lol e o | 1. Profit This is when the businesses try to maximize the different berween 115 cost
= “qlecsha, | Maximization and revenues. They help ihe business zrow and persuade business owners
“ _("“ s 1o take nisks (= "'-..4"_‘-1.0_%1"_;‘ et St deareiar Ko :-2"-'“\ .
Loy Y, ~ . g - - . = m
%T}M ;-:u. . 2. Profit Sansﬁcmg . This is when the busaﬁ to generate encugh profit to keep
L% o -
wry ! . il - .
A smrerakaad shareholders happy T 3 small businesses
| el o | 3. Growth | This aims to maximiz&<Salesad value of cutput. This helps the firm eam

= st b g | economies of scalet ey
| Comprmts o el | 3
(LY AW 3 Ehaays — — = - -
~ W) Pty oo 4. Increase Market | This is linked witEEfmth Boweter, it should be noted that an
) Pl men; b 3 : g T : Sope
P veacty o a] Share ' expanding busizéS€mfe =& Jdwer market share because the market
";\\-l-'-l.\_r‘h P’"‘mt'iqs i is gI.'O‘-ﬁng at

(Ese Susinen bes 5. Survival ¢ @~ < e This is usual &R

* e gy o m s . . el
 mecte b, | Maatmie am A et DUSINESS 2iMITEE
l‘:"he.q.'.da\.‘_ \\:

| 6. Max _Shareholder | In public limited companies the objective of the firm is to maximize the
lW\’_Q&D ' Val it i . e id
| L ATETT T A D B URANEONGAIVISEnS P sy =, 3 rom e

.E:_, i€b & s set 5Y balirh 2% 5550 Sl o HRAEN Tf f their

" ey el Y

-

| 7. Corporate SEip! | : R : e
| | Responsibilify | stakeholders and not Onlv their sharenolders when Tak ng decisions.
| 8. Providing 32 | This is an objective set by public sector enterprises They aim to provide
Services gavy . | essential goods and services to the general masses at a subsidized rate.

Y ~
%) “~Advantages and Disadvantages of setting objectives __® m-civs Ciseqy | T (8]

D‘{nc.r;., o) .[ Advantages ! Disadvantages
Sy nem oni d,-:l 1. These specific ofganization objectives | 1. If the objectives are unrealistic they might |
* &y ot s} becomf.- part of senior level management demotivate the employees. ;
“Strategies and set the context for |
divisional/departmental objectives and 2. If the objectives are not regularly updated !
effective plans of action can be developed. with the changes in the external environment |

they might not provide focus.
2. Ensures that the business is focused and
does not drift clear corporate objectives given | 3. It they are not communicated properly to the |
such as growth, profit/sales maximization. workforce they might be ineffective.
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// AS-Level - Business (9609) - SECTION 1 = {Business

soand ity Envirunmunt]

[ 3. Present a clear set of guidelines and W Wy . Ohjekiey o Wae o)
parameters for middle, junior management o A\ F by
"lCthﬂS and strategies, “L\{t!'- i St 'tl"'\"-\ e chvmiheoA ALagh i fas L 8 "'14 e 5 n“ " p.

Wl ‘\lutl-rtf\ . Prenay k-:c‘_\-_'u ™ PLrhoreeng,
Cwrmd  d - [ .
- tho“)\nse clear coﬁmrau. ob;cgz‘:es:n . T lu‘ e me vl e 1 3
business can drift and cease 10 compéte and ' rehy Perlomeal W e gy & ;
flourish’” \”’L‘-l‘ WA ket cebheny 5 R
5. Giv¢/meaning and purposc l‘c}rf'all engaged in |
_the business. 4 _J
Q# optar L Souied Y Qowiy v iy ) " \ S el w, \ IV N Tt | A . /
CSR as a business objective

W) or C eepldsr €0ve Rar PTY

Definition | CSR; These businesses consider that consider th

e interests of their stakeholders and
not only their shareholders when taking decisions o Ptk v wiebng )
Advantagés R Disadvantages '
1._Worker Loyalty: Practices like paying

1gh Cost —[ ow Profits; Envirnnmenlal

higher wages, improving working conditions, J

'mww cutling waste andy} ';4v_'F|1i' in expensive products. The cnmpan}
pollution, support worker security which il

LS
motivates employees to work harder and e
creates loyalty.

e

Wi
Q
=
5
n
w
0
=
L1 =]
=
1]
-t
e
=
(=}
m
[ %4]
—
Q
=y
e
-1

,'}' srofits T 0 el el hevt Lolic MG Bl ST
W Voo e Ua, e

Ly Qem '..»Jf{ e PN Ry ag‘uat.%‘) ) \
dancy: Environmental {riendly
inight lead 1o jobs lost in the

gBince these production methods are <

2. Avoid Govt, Fines; Belter waste
management and less polluting method
reduce the cost of the firm by avmdm
government fines. This will also prey

Acut down costs my makmg labor
4RUE s will lead to unemployment in
the economy and can generate a reacuon from

T ASMEE
customers and smeolders Due to the | in Mar

. The firm might lose
growing trend and awareness in the world for | its market share since high costs opens up
environmental preservation the businesses can

opportunities for competitors to grab a hold of
ride the curve and create a point of the market share. The company might not be
differentiation by adopting green policies. able to recover the lost market share and might
Example includes: Nike a sportswear brand. have to spend millions on marketing to gain it
Nike has been working toward inventing back.

closed-loop products; moving to 100%

rencwable energy; pioneering a manufacturing
revolution that puts workers' voices at the
heart of the business model; and fostering a

diverse workplace and an inclusive culture that
unlcashes innovation.

usto e a uct: In

developing countries where law and order is
weak and customers are not concemed about
the environmental producing in the greenest
possible way will add to no increase in revenue

and will only result in high costs leading to
lower profits,
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Lisen Cam

) haw Yo ?wﬁm

o el

)

tra Good Employ es: elps o 1 the ' 4

. [:m cogeee CSR h 'p d Lo hecomC tt‘.::t “ L".-\ -r'l‘.‘.hiaur") LAl i e

“itract good employees. Duc 10 increasec vmcatrcda Bad 'NL::.'.:{,:--« ot RN

awareness, employees also preter working for \w_mn“l‘ i e Al of drifvial sl LUedimg ¢

firms that have better ethical and friy mcurias 128 TE )]
Hu\'iﬂg this can nol tzc,lut_%“‘}_rr_mmofﬁ e |

environmental standards.
only help the company altract L

but also motivates the employec .
efficiently, since they will feel more productive

he best talent  [gyBearit e} Fimeoce g od buniaehl gy Gl ediat,
510 W('}I'I\'. more "U'ﬂ(__ () O o (t,);'.\n--} ’ Lhatk, = cend *‘Qhrllﬂl.'l q.] G"‘F‘L-‘:rf
o m}nPl:'..ﬂh 1) Me.LU\n} ‘ﬂ-’J-\S Loarnacd \'\‘(:1-\._1;-,._‘[?
ity A ek Al bud el vmsvtaLeni o fuo

for a company that reflect their own
VAVEATS - .

working
personal values.

objectives, strategy and tactics —
- Tl 'l-ﬁ;’l'r‘-'(,. YAl hy J

T et "
ey i N L AL P e
i "f:«'n.:*".":'.’."\‘_' '.L'.‘f-,‘..sf"_‘\'-_:." e

Definitions# [ DES’CI"i['lt'i'ﬁ‘ri'i.‘f'-'.’e'.h'.s”‘f.*-ll.‘f:-'-'i_"'n.--_-"«'-‘i|"fi.='£'-.'.-',Zi-_.-_‘.'!--'..-f=-,'c.f,-n-_..

1. Mission It sets out the overall purpose of a business. A written statement of the_core |

Statement a_imsh'alg_e_s.fpurposembjeaives of a business. Thn? aim to the SIHIEmt.?ﬁI is (o l

| Vs for Wheraa)| motivate em ployees and simulatg interest by outside groups. However, it |

tad txreomed should be noted that mission.gtgtéments are often written in very gencral and !
H ternal and external stakeholders as to have

Sedurgd ery vague terms in order to appg’ y

s

3ften long and aspirational and have little

operational value.
| 2. Objective It is a target that is measusa

iven timescale.

Bective of a business.
Moined to needed to implement the

L

3. Strategy It is a long-term plan to/#ch|

3 Tactics <~ ot | They are short-term aghBds;

By midelie or lawic| strategy. ;
--u..-n-_ﬁaﬁ‘_‘,\k -

gmer centric company in the world.
£ a - -

LHEEES prgispending and increasing 10%
market share over twa years, In order to achieve that goal their stral€gy would be to deploy

_ @?ﬁ' Aohid ppliers and
ng i""' - L

Stages in business decision making CL) o 23] Maeks. (LERRWY ANY THeEE ] |

.!
i

N

[1. Setting Objectives: Helps to set realistic targets }
[ 2. Gathering information: Analyze the situation fround the business |
[ 3. Selecting a svitable strategy: On the analysis ;elect the best strategy |
ﬁ. Implementing the strategy: Implement the slra*legy using various tactics. . “1
|'5. Reviewing: Check if you achieved the targets and should you make changes or not. I

-

'I-‘.qu ey D Oprming Wrekimet —5 A deusian W '4:} L o Py
W‘\-:ll..‘\ & P(ﬂ'v}'u:m ,.t_. :.dtbh"&: ool eanch a3 Pﬂ'"‘"\\‘\f_m |$ OQP (ool ‘\m = "\M}-
A b atot PV '\’W‘ \HL hﬁbl. ‘lf\rm\_ 'g .-k‘\,_“_ \’D“};"‘U\_
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How objectives might change over time?

Oy
aY.-Jd-JUB Cen E.HM:} bercugg -

VAL () manl ¢ sl rnede (Fagony

AS-Level - Business (9609) - SECTION 1 - [Business and its Environmen)

| Reasony:i 438 EDeseriptiont 14

R A T ORI
Cr]

o ¥ Ry if AT Wittty et el L
Iﬂ.‘uf}l"‘;i'--'.‘.:II:'I;.,‘-‘-..\'.'".'"':".{I'.‘.'."'.":1" b s ','."'., LTt . (g B aped e b1 e it oy i

il

1. The stage of the

If the business is starting the objective would be survival since the

business Tvakurnat] | entrepreneur lacks knowledge of the market and the brand name 15 not well |
established. Once the business is well established the owners might shift
the objective o profit maximization and growih

2. The extemnal Changes in the external environment can lead the business to modify its l

environment objectives. Factors like govt. consumer prmectiqn and labor protection

Noapt dewy laws are tightened in the country forcing the business to reduce prices npd |

W .. pay higher wages. This would shift the objective from profit maximization |
RN T3 P T

"-“3 Tﬁ{hﬂ)\-‘l-&q com
Cep

to profit satisficing or social responsibility. Another factor can be

petition, If the competition in high in the market the business might be \

N forced 1o spend on advertising which reduces the profitability and shifting |
Yt the objective from profit maximization to survival, |

3. Financial The
Resources

7 . . - )
financial resources of the firm can dictate it objectives. Example: If the |

company was perusing a CSR as an objective however due to poor research |
Ctnteenarl and development the comp

e

i lost a lot of funds, it might be forced to \

Communication of Objectives

leave CSR and change i

Fabiective to survival just to stay in business. ]

3. Training 2
development days

Methods g | Deserp tonee e e D e e S
1. State of nation’ This allowsg¢HECh SAer a large number of employees and |
address by CEO and/or | address th kws workers to be exactly clear h
senior managers about thes' ensive to collect workers specially l'l

if itis a |t |
2. Team This is wh the objectives in person which
meeting/briefing

TR sith 3! W b
DA SR O ot e e e (8 /&
can understand the objectives of the organization however

employees don’t benefit from it.

recruits
existing

4. Digital
platforms/company
website

This allows every worker to access the website and objectives can be
explained in detail using videos and diagrams however not all
companies have that hence its usage is limited.

5. Private commination,
letter or email

This ensures that every workers understands the message perfectly

however it might cost the company a lot and not effective against a
large workforce.

6. Internal
advertisements

This can be done by putting posters on notice boards so that workers
passing through could see it. However some workers do not pay

attention to the notice board hence they might ignore the message.
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lIm:F ethics n'i?w alnhm:n ¢ business nhjeclwes and activities senailin -
inition ical code. Also known a5 code of conduct isa document eltal i <
Mﬁ on staff behaviorjh_a_t_n_gejs_.p be followed py all emP oyees.
code can D€ sirct or relaxed.
v Proy & evd < Al dg{'—-ﬂtﬁi&- ol d‘H wd ?“"'"—'J‘l s _-°'"
control would mean the ma anagers will belicve than even !

. A strict ethtcal
not illegal but are not morally right cannot pe justified,
ill approve of methods which might not ethical b

- A relax ethical code wil

-
L""l" =T at (TR o

portieudes Seb o, Pt
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B - Nerms  aue pleble -

traelted PReEon:
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S TOPICS: Q' v
y - STAKEHOLDERS IN A BUSINESS

1. BUSINE ,
Deinin VESS STAKEHOLDERS

Sooion | Stakehglders: T

lnﬂug‘tg_c_d_by ghe_gctiviti

h(?SE are 'Indl\"'ld'l.lﬂlls Or group of individuals who 1_;1_[111;11_(;13 and are
fmmh\_vi,thin the bug es of the business. They can be internal stakeholders which operate
_individuajs {ﬂa—t--{ﬁwlmess (Example:.()wners an‘d workers) and external stakeholders these are

(Examf}_la'm@{'ucnm'ﬁomou‘fmd& the business but are affected by its performance
Crs, regulators, investors, suppliers).

R
Shareholder Approach vs. Stakeholder Approach 1*.1
fe Shareholder Approach takeholde roac -
This aims to just i : : . ‘
il perf. Justrewarding the owner. They | The view that businesses and their managers |
Het Be Orm action like paying wages, taxes, have responsibilities to a wide range of groups, ',H
etc. but will not go beyond to benefit the not just shareholders. -
L Society, ?ﬁ \\

:".'"»:,, mbine the factors of production to start a
i@ want the image of their company to be

"g'f"‘g» ome of the owners are also concerned
Seilo

|, Owners/shareholders. Owners are individ *':
business. They are risk bearers and profit sgé
enhanted and increase the share price of 1}
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A nupansiblhueslmt ] 8K
| 'necessarily legally blndnqg} .‘.

% Ell\irtlllmrml

A
o

N~

i ® nbe hanest - to pay lor goods
] Sustames ® PurEhte goods and services " lorcehe goc'd"nd::w:;?:g hought ar st rvices recelved
=  provide revenue from sales, that meet local laws rega when requested
i health and safety, design, M
J whll:h allows the business to d so on = notio 5rrnlLuuu\ wp,_,\ﬂpn..;r]
| function and expand performance and s h
! u lobe affered replacements, m notto make false clalms about
| repalrs, compensation in the poar seruice, underperforming,
r event of failure of the product goods or failed items
f or service - lo atleast the
’ mintmum levels lald down
i by law :
r’ Suppliers | W “supply goods and services 1o’} w'. taba paid on time~aslaidi ~ | = tosupply go-“c:dﬂhan:" sit:rm
ICprowiten vey, 1 - sllow the businessto offerits. | duwn either by lawor by the . . I_or;lured by thet l.'I:“IJ'I'E al:l
| e teaadly | PfDdua!tnlu own custamers’ | - service agreement agreed . “"tha Ume and condition
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', " allow stafl to get to work) nnd

pass laws that restrain many
aspects of business activity
provide law and order to
allow legal business activity to
take place
achieve economic stabifity to
encourage business activity

businesses have the duh,- to’
government to meet all legal
constraints, such as producing
only legal goods, and to pay
taxes on time

@ totreat businesses equally
under the law

thatcould damage business
survival chances

international trade
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Investor vs. Employees Investors want to reduce costs to increase profits but ﬂ'.:s may

2. Customer vs. Community

lead to fewer or lay pay increase for emplovees.

3. Government vs. Customers

To provide customers cheaper products the business may

relocate to cheaper production facilities overseas which mig?
cause unemployment in the local area.

costs and higher prices for customers.

If the government wants more environmental friendly products
the business may change its production system leading to higher
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i

| commanity
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increased traffic and lossof
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