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A LEVEL

BUSINESS

A Level Business consists of the following themes

THEME THREE
DEGISIONS

AND STRATEGY




Business vocabulary

You are going to learn a lot of new vocabulary over the next two years, so here are the core concepts
that we would like you to find out about.

Find and learn the definitions of these business terms using the website
https://www.tutor2u.net/business , you may use examples if it helps to illustrate your point:

1. Trade off -

2. Revenue-

3. Break Even point-

4. Fixed costs-

5. Margin of safety-

6. Entrepreneurial characteristics-
7. Entrepreneurial motivations-
8. Opportunity Cost -

9. Added Value -

10. Demand -

11. Profit -

12. Cash Flow -

13. Elasticity -

14. Motivation -

15. Competition -

16. Objectives -

17. Risk -

18. Entrepreneurship -

You will be completing a base line test in September so ensure you know the meaning of all these
key terms.



Case Study & Questions

You will be assessed in your base line test on your ability to analyse information and make a
recommendation. Read the following case study and answer the questions below:

New Look slashes prices amid sharp fall in annual sales Fashion chain New Look is continuing to cut
prices as it tries to turn around its business. New Look wants 80% of its clothes to sell for less than
£20. The price cuts come amid falling sales. Like-for-like sales plunged by 11.7% in the financial year
which ended in March, and website sales tumbled 19%. New Look is one of many retailers this year
that struck a Company Voluntary Agreement (CVA) under which a company buys time to sort out its
debts. It is trying to broaden its appeal to include older customers, giving it an age target range of
between 18 and 45. Results from New Look, which has hundreds of stores and has been a High
Street presence since 1969, contrast sharply with online rival Boohoo, which also reported results.

Sales of its three brands, Boohoo, PrettyLittleThing and Nasty Gal were 53% higher in the most
recent quarter compared with the same quarter last year. Boohoo brands target customers aged
between 18 and 28, with clothes priced at about £15. New Look vs Boohoo By Karen Hoggan,
business reporter What's behind the stark contrast in the fortunes of New Look and Boohoo? Is it
just that New Look is saddled with an expensive High Street presence, while Boohoo is online only?
Actually it seems to go deeper than that. New Look's online business had a bad year as well.
Charlotte Pearce, retail analyst at GlobalData, says New Look's poor performance is a result of its
"loss of relevance" among UK shoppers over the last couple of years. New Look is broadly targeting
the 16-44 year old shopper, while Boohoo and its other brands PrettyLittleThing and Nasty Gal are
all much more narrowly focused on 16-24 year olds. By trying to appeal to too many different
shoppers, New Look has ended up appealing to none as "its proposition is unclear", says Ms Peace.

She also says New Look's product ranges "lack excitement and its product is much safer" compared
with the "daring" designs of the online-only fashion retailers. Retailers like Boohoo are "more in tune
with millennials in terms of providing trend-led and boundary-pushing fast fashion," she says. As a
result she reckons New Look would "struggle" to lure back these 16-24 [year old] shoppers because
it hasn't kept up with the likes of Boohoo. However, Ms Pearce doesn't think New Look should be
putting effort into trying to recapture the younger shoppers who have been lured away by Boohoo
and others because the competition is so "intense".

Instead she says New Look needs to adjust its target customer base to focus on the older 25-34 year
olds. Clothing retailer Ted Baker also released profits on Tuesday. Its half-year sales were up 4%,
mainly thanks to growth in its online sales. New Look also booked a one-off cost of £34m, partly for
discounting old stock. The company said it had made "significant progress", which will be reflected in
next year's results. Last November it brought back Alistair McGeorge, who ran the business between
2012 and 2014. Mr McGeorge said: "Last year was undoubtedly very difficult for New Look, with a
well-documented combination of external and self-inflicted issues impacting our performance. "We
still have more work to do to restore long-term profitability, but | am confident we are now better
placed to achieve this than we were when | returned to the business over six months ago." Under its
turnaround plan, the company is cutting 1,000 jobs and closing 60 stores. The plan will cut the
fashion chain's rents by between 15% to 55% across its remaining 393 stores. Last month, the
company hit the headlines with news it was attaching higher prices to its bigger sizes, a policy it said
it would reverse.

Adapted from: https://www.bbc.co.uk/news/business-44451139



https://www.bbc.co.uk/news/business-44451139

Questions

1. Summarise the case study in less than 30 words.

2. What are the key reasons why New Look is struggling in the clothing market?

3. Do you think that New Look have made the right decision by reducing their prices to try and

compete with Boohoo and PLT? Explain your answer.



4. What else could New Look do to compete with these other businesses? (Try to think of 2/3
ways) Challenge: Of the suggestions you have made in question 4, which do you think would

be most effective? Explain your answer.




Numerical skills

Developing your quantitative skills 20% of A Level business is based on quantitative skills which
include the use of percentages, index numbers and rearranging equations as well as interpreting
data from tables and graphs.

Complete the below activity on percentages

1) Increase 380 by 5%

2) Decrease 320 by 11%

3) Find the percentage change from 120 to 168

4) An amount was increased by 18% to £531.00.

Find the original amount.



External Environment

Understanding the impact of the external environment

Every business needs to understand what is going on around it and identify the factors that can
affect how it operates, and whether it succeeds or fails.

They will conduct a ‘PESTLE’ analysis as this helps them to develop strategies to react to these
external factors. PESTLE stands for:

PESTLE

analysis

\

Environ- w
mental

dreamendstate.com

Using the internet complete the table below with examples of all the different PESTLE factors. Add at
least 5 points. An example has already been done for you.

Political Economic Social

Eg. Changing political party Eg. Interest rate changes Eg. The UK has an ageing
population

Technological Legal Environmental and Ethical

Eg. Computer aided design Eg. Introduction of the Living | Eg. Alternative energy
wage sources like solar panels




Application of your knowledge ...

Pick a business that interests you. In the your PESTLE analysis below highlight how they are

affected by Political, Economic, Social, Technological, Legal and Environmental factors.

Political

Economic

Social

Technological

Legal

Environmental




The writing styles

The style of writing at A Level is a development of the writing style needed at GCSE. The
main requirements across the exam boards are:

1) Knowledge (know your definitions)

2) Application (this is a big one for context of the case studies and extracts)

3) Analysis (show logical thinking and arguments. Consider why you raised the point)

4) Evaluation (bringing it all together, forming a judgement and answering the question)

Writing style examples

The following is a made-up question and two short example answers. See if you can tell
where balance and context are applied.

Q. Boeing manufacture some of the world’s largest passenger airplanes. Management are
currently looking to reduce costs by purchasing cheaper engines and materials to
manufacture the planes. Assess the impact of this strategy on Boeing.

Example one

If they decide to buy cheaper things for making their products this will mean the company is
spending less and their costs will be lower. This will be a good thing as their profits will
increase which will make shareholders happy.

Example two
If Boeing decide to purchase cheaper engines and materials for their planes, this will result in

o lowering of their manufacturing costs which may maoke them more attractive than main
rivals Airbus. This could result in more orders from British Airways or Virgin Atlantic.
However, using cheaper engines and parts could have disastrous effects for Boeing. If an
nccident occurred and it was the fault of Boeing and cheaper parts/manufacturing, then
Boeings brand image would be significantly damaged resulting in long term consequences
for the firm.

Where did you see context and balance?




