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HOME STUDY

YEAR 10

Business

Please complete the four worksheets below to revise topics previously covered and to practise
your examination skills.

Write your answers on a piece of paper (or in the BACK of your exercise book if you have it).

Once finished, use the answers at the end of this document to self-assess your work. Make any
corrections and/or improve your responses.
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Enterprise and
entrepreneurship

The dynamic nature of business

1 Which one of the following is a reason for a product to become obsolete?
Select one answer:
[ ] A The product breaks
[ ] B An accessory for the product is introduced

[ ] C The product is unique

[ ] D New technology is introduced (1 mark)
2 Explain one way that changing consumer needs could create a Consumer needs may change
new opportunity for a business. due to shifts in lifestyle, fashion

and economic conditions.

(3 marks)

3 Explain one reason why a business owner might want to develop new ideas from
existing products and services.

(3 marks)

4 Discuss a factor that an entrepreneur should consider before opening a new business.
One factor that an entrepreneur may consider before opening a new
business is whether or not there is a consumer need for the products

or services that the business will offer. .o

(6 marks)

..........................................................................................................
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Risk and reward

1 Which one of the following is a factor that could increase the level of risk in

a business?

Select one answer:

[ ] A Seasonal demand

[ ] B Having a large target market

[ ] D Employing a large number of employees

( N\
Having low fixed costs is an

advantage for a business
because it will need to sell
fewer products before it
starts to make a profit, so it
| does not increase risk. J

(1 mark)

2 Explain one reason why running a business can involve high levels [Think about the reasons ]

of risk.

3 Discuss a method that a business owner may use to reduce
the level of risk in the running of their business.

why some businesses fail.

......................... (3 marks)

Research and planning are two ways
that a business owner could reduce
the risk. Write a detailed sentence
explaining how good planning and
good research could reduce risk.

......................... (6 marks)
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Customer needs 1

rSamit Singh works as a bus driver for a local transport company in Stratford-upon-Avon. He

is keen to start his own business providing an express bus service between Stratford-upon-Avon
and Birmingham Airport. He spent a week doing market research. Samit interviewed 200 airport
users in Stratford-upon-Avon town centre and some of the results are shown below.

| Return fare % of people prepared to pay
£14-£16 94% |
£17-£18 76%
£19-£20 59%
£21-£24 31%
Figure 1 Age profile of people who RA-628 127
would use the service £29+ 3%

Table 1: The proportion of people interviewed
prepared to pay different fares J

—

g 1 Identify the percentage of people willing to pay more than £20.

......................................................................................................... (1 mark)

The answer is not 18%. Take
your time and look at the
age brackets carefully.

.................................................................... (1 mark)
3 Explain one reason why customer service is an important need that businesses
should meet.
Customer service is important because it is linked to the experience a
customer has when they buy a product ...
......................................................................................................... (3 marks)
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Competition

Spotting a business
opportunity

(Valerie and Norman Trembath own a dairy farm in Cornwall. In 2015, they decided to use
some of the milk they produced to make their own brand of ice cream. Their analysis of the
local competition showed that there was only one supplier of premium-priced ice cream in the
area, so they developed a brand called ‘Truro’s Best’. It is very rich and creamy, and it is sold at
a premium price. Most of their customers are in the catering industry — hotels and restaurants.
Valerie and Norman now have an established product range and can produce ice cream in any
¥ﬂavour ordered by their customers, which larger ice cream manufacturers cannot do.

1 State one reason why the Trembaths thought there was an opportunity in the
local market for their premium ice cream.

(1 mark)

2 Outline one way in which the Trembaths have differentiated their
ice cream.

The Trembaths offer ice cream in any flavour ordered by question.

Add a point of development
for the second mark in this

customers.

(2 marks)

3 Outline one method that the Trembaths could use to further
differentiate their ice cream.

linked to adding value.

Differentiation is closely

J

(2 marks)

13
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Answers

Theme I: Investigating small
business
The following pages contain suggested answers to the questions in

Theme 1 of the Revision Workbook. In many cases, these are not

the only correct answers.

1. The dynamic nature of business —AV

1 D

2 Changing consumer needs creates a gap in the market. If
the business can satisfy these needs, it will be able to charge
customers a premium price, which allows the business to
generate a greater profit margin.

3 Anadvantage of developing a new idea from an existing
product or service is that the business owner knows the basic
idea is already successful. Developing an existing idea is
therefore less high risk than launching a brand new idea, as it
allows a business owner to expand an existing and successful
product or service to meet the needs of more consumers.

4 One factor that an entrepreneur may consider before opening
a new business is whether or not there is a consumer need for
the products that the business will offer. Up-to-date market
research allows an entrepreneur to spot unfulfilled consumer
needs and identify potential gaps in the market. If there is
insufficient demand for the product offered by a new business,
it is likely that the business will fail due to a lack of revenue.
Considering consumer needs also allows an entrepreneur to
estimate potential demand and how much of a product they
should manufacture for the business launch, so that they are
not surprised by their product being very popular and running
out of stock.

2. Risk and reward

V1 A

92

2 Running a business can involve high levels of risk because
demand can quickly change. This means that a business’s sales
might fall very suddenly due to an increase in competition.
This could lead to a business losing revenue, failing to make a
profit and having to close down.

3 A business owner could reduce the risk of their business by
carrying out market research. Market research will allow
an owner to understand the market and make appropriate
decisions to run the business well. It also enables the owner to
anticipate customer demand, allowing them to ensure that the
business holds the correct amount of stock to meet customers’
needs. Another way that a business owner could reduce risk is
through effective planning. Creating a detailed business plan
makes the business owner consider all the issues associated
with running their business and means that they are more
likely to have anticipated potential problems.

b€ satisfied and will feel as though they have received value for
their money.

visible to passing trade. This adds value because customers

adds value(becarse the shop is moye cefivenient and customers
may be willliig to pay a high price for products that are more
accessible and therefore save them time when shopping.

5. The rele of entrepreneurship

1 C

2 AandC

3 fit the economy because they create jobs.

roducts a d services

/
nsumers go out and buy
ey spend money, which

additional tax revenue for the government as people pay VAT
on an increased number of purchases.

6. Customer needs 1 ~A7
1 46% ‘
2 27%

3

Customer service is important because it is linked to the
experience a customer has when they buy a product. If
customer service is good, it is more likely that customers will
be satisfied with their experience. This means that they are
more likely to return to the business and become a repeat
customer.

7. Customer ne

i is segment of his market may convenience
mo other segments of the y,keégg customers
up/fyem their homes would certaffily provide a more

venient service. Howefxé:}?er customers may not be
appy with this as’it lengthel)/tﬂelr journey time to the

ed to

his market rese ¢h fell into this market ere may
not be a sj who are looking for this
type of

Over: should offer cust fmers Option 2.
Alth service, because
it # ged 60 or over, he
could start to n this option up to other customers. This
would mak

compete With taxi companies who might provide this service

at a premium.

8. The rele of mar
1 Possible answers in



2 Conduct and read surveys about customers’ buying habits

ijig clothing, w will allow the business to see

would encourage more customers to buy from the business
rather than from its rivals.

9. Types eof market research

1 Possible answers inectade!
* questionnaige
* survey
« focus gfoup
* obsgfvation.

2 Pripary market research is collectedfifst-lland so it is likely
tg’be more refiable: a business isfhore likély to be able to trust
he data thdt it has gatheredAor itself bécause this data is
tailored td its needs. As aresult, the Pusiness can have more
confidefce in the bugifiess decisiong’that it makes using this
informpation. :

3 Secofidary magKet research carybe quick and easy to get hold
of pecause ihas already beeyf collected by a third party and
is/often aydilable on the intgrnet through sources such as
goverpfient agencies. Thjé may be appealing toa business
becgdse it will take far }éss time and lessafioney to collect
thAn most forms of pyimary researgh’ Another advantage
of secondary resear¢h over primety research is that primary
research normally/involves g6mall sample size. A small
sample size meayfs that th€ business cannot be as confident
that the data is fepresentative of the whole population or its
customer base{ Thi§ means that data based on a larger sample
size is likely to be more reliable; enabling the business to make
well-justified decisions.

10. Miarket research data
100 customers.
Market research data mi

—t

ice. As a result, the results of the
a true reflection of what most

as, share opinions and give far _
e owners could observe these

Example, if they better
want, they could increase

clothes that they
could help them/zg undgfstand what makes their staff friendly
and to improve/custofier service. The business may find that
qualitative mafrketfesearch data takes longer and costs more
to gather, but itfhay help the business to make better long-
term business decisions.

11. Market segmentation
1 Possible answers include:

* by age

* by gender

* by income
by location

se a business to miss another opportunity
ecause other market segments could be far
more profitable/ As a result, focusing on one segment could

lead to an opportunity cost for a esg!
3 Focusing/lflp a specific mar.

Other benefit is t et research becomes far easier
when dealing witlspecific market segments. This is because
there is a smalléppotential population size and it will be easier
for a busines§to gather a representative sample size. As a
result, its business decisions will be more accurate.

12. Market mapping

1 One benefit of Option 1 is that there is a gap in the market
in his local town for restaurants offering South American
cuisine. This means that there ar otller restaurants of this
type, so Mario’s business w be ?ﬁﬁkely to face any direct
competition. However, this does ndt necessarily mean that the
business will be a spcCess. There'is no research available on

local customerg*preferences, $o Mario does not know whether

Option 2 is that there are already restaurants
3 yea'ﬁing that Mario’s
frect competition.

making his final decision.

13. Competition \l

1 Market research showing that there was demand for
farm-produced dairy ice cream.

2 The Trembaths offer ice cream in any flavour ordered by
customers. This differentiates their ice cream from others
because other manufacturers cannot do this.

3 Valerie and Norman could differentiate their ice cream by
using a unique logo and packaging that emphasises the local
Cornish nature of their brand. This will help the Trembaths
to build a solid Cornish brand that may be more likely to be
stocked in local shops, cafés and restaurants.
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