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SECTION 1

MEED
A goad or serviee thal it esentiol
for living

WANT

A goad or servies thal peaple
wesiild like fa hove bt s mof
necessary for living. People hove
unlimited wants

ECONOMIC PROBLEM
There are unlimited wants buf
limvited resources bo produce the

goods and services fo selisfy wanfs.

This ereces seareity

FACTORS OF PRODUCTION
Resources needed to produce
goods and services. There one 4

foctors of preduchon (land, lobowr,

capital, enferprise) and they are
Fimited in supply

SCARCITY
The lock af sufficient produets o
fulfil the tatol wants of the

population

OPPORTUNITY COST
The nexi best allernalive given up
by choosing enather item

SPECIALISATION

‘Wihen people and busimesoes
cancenfrabe an what they are besdt
af

DIVISION OF LABOUR

‘When the production process is
splif up inte different tadks and
each warker performs ane of these
tasks. It it a form of specalisation

BUSIMESS

Cambines focfars of produchion ha
mrake products (goods ond
services) which satisfy people’s
winnfy

ADDED VALUE

If iz the difference between the
selling price of o produet ond the
codl of bought in moteriali and

companents

PRIMARY SECTOR

Extracts amd uses notural resouross
fo produce row materials used by
afher businesses

SECOMDARY SECTOR
Momdoctwres goods wiing raw
merteriali provided by Primary
Sechor

TERTIARY SECTOR

Provides services fo cuslomers and
ather sectors of imdusiry

DE-INDUSTRIALISATION

There it a decline in the imparfance
of the secomdary, mamdocturing
sechar of indusiry in o coundry

MIXED ECONOMY
Has bath o private sechor and a
public sector

PRIVATE SECTOR

Businesies nof awned by
govermien. Make their own
decision aboul selling price. Aim to
run prafifably. Some government
control

PUBLIC SECTOR
Goavernmenf-awned, confrolled
busineizes and arganisalions.
Dedde which price fo charge
consumers. Different aim fram
Privote Seclor

CAPITAL
Money invested info business by
OWREFE

ENTREPREMEUR

A person who arganizes, operates
and fakes the risk for o new
butineis venfure

BUSIMNESS PLAN

Dracument condaining the Busimess
abjectives and important defails
about the operations, Finome and
awners of fhe mew businessas

CAPITAL EMPLOYED
Tebal valve of copitel used in the
business

INTERNAL GROWTH
When a business expends its
exiiling operalions

EXTERMNAL GROWTH
When o business hakes aver ar
merges with anather bursimeds

INTEGRATIONS /MERGER
When two butineises agres fo join
their firms together o moke one
buziness

TAKEOVER/ACQUISITION
Oine business buys owl fhe awners
af anather buiimess which then

becomes port of the predater’
buziness

HORIZONTAL INTEGRATION
When ome compeny merges with ar
fakes over anather in fthe some
industry in the some shage of
production

VERTICAL INTEGRATION

When ome compeny merges with ar
fakes over anather in fthe some
induitry but of o diffarent slage of
production

CONGLOMERATE
INTEGRATION/
DIVERSIFICATION

When ame campemy merges with ar

fakes over anather in a complefely
different indusiry.

SOLE TRADER
Butiness awned by one persan ond
it has unlimited lability

DEFINITION SHEET | GOOGLE: VBEST | VERSION 3.17

FOLLOW US —
O)@VBESTMY

Cx



CAMBRIDGE IGCSE BUSINESS STUDIES A* DEFINITION

VBEST

MR.EDISON

LIMITED LIABILITY

The Fability of sharshalders in o
comperny 15 only limited fo the
amowrd they invested

UNLIMITED LIABILITY

The owners of o business can be
held responzible far the debis af
the butimess fhey own. Their Fability
i ol imited fo the investmend they
make

PARTHERSHIP

A form of business in which fwo or
mare people agres ho jainfly awn o
biugiress

PARTMERSHIP AGREEMENT
The written legal agressment
befwean prfmers

UNINCORPORATED
BUSIMESS

One that does nal bave o separabe
legal endity. Sale iraders o
parinerships are uAinoorpordabed
busines ses

INCORPORATED BUSINESS

Campanies fhat bove o separate
legpal shatus from their owners

SHAREHOLDERS

Ovwreers of o lmited company. They
buy shares which represent port
awnership of o company

ANNUAL GEMERAL MEETING
A legal requirement far ol
campemes. Shoreholders may
attend and vale on whe they wanf
te be on the Boord of Direclors far

the: caming yeor

DIVIDEND

Poyments mode fo shoreholders
from the prafil (ofter tax) of a
campenry. They are fthe refurn ho
shireholders For their invedment in
the compsany

BUSIMESS OBJECTIVE

Aims and targets thet o business
works fowaords.

FRANCHISE

Busines: based upan fhe use af
bremd names end froding methods
aof on exisfing swveeessfl business.
Fronchisess use franchiser's ideas,
e

PROFIT

Tatol income (sales revenve) - bobal
coshs

MARKET SHARE
Proportion of todal market soles
achisved by one Butiness

SOCIAL ENTERPRISE
Has social abjeetives as well o an

aim fo make profil bo reinvesd beack
inte the business

STAKEHOLDER

A person or group with o direct
interest in the performonee omd
achivities of o busines:

SECTION 2

MOTIVATION

The reasan why employess want lo
wark hard end effectively far the
buigirseid

WAGE

Paymendt for work, wually paid
weekly, con be in cash ar in bamk
aecount

SALARY
Paymendt for work, wually paid
monthly, infa bank aceount

COMMISSION
Paymend relaling fo number af
sales mede

PROFIT SHARING
Proporiion of company's profils
are paid fo emplayeas

BONUS

Additional amount of perpaendt
above basic poy o reward far
good work

PERFORMAMNCE-RELATED
PAY

Pay which iz related ta
effectivensiz of employee where
aufpid ean be meciured

SHARE OWMNERSHIP

Shares of company given fo
employess, 1o they become port
OWREFS

APPRAISAL
Method of assessing effectivensss
af emplayes

FRINGE BEMEFITS
Men-finomciol rewords given o
ermpd oy

JOB SATISFACTION
Emjoyment derived from feeling
that you have done a good job

JOB ROTATION

frvalves warkers swapping rownd
and daing o specific hask for a
specfic ime the chemging again

JOB ENLARGEMENT

Exire hasks of similar level of wark
are odded fo worker’s jab
deseriplion

JOB ENRICHMENT

Leoking af jobs and adding mare
tersks that require maore skill and,/ar
et paairid bl iy

ORGANISATIOMNAL
STRUCTURE

Refers to levelds of monogement
and division af responsibailtes
within on arganizsalion

CHAIN OF COMMAND
Structure in an orgonisafion which
allaws insfructions fo be poassed
davwn fram senior manogessnd

fo lower levels of management
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SPAMN OF CONTROL
Mumber of subardinofes warking
directly under o manoger

LINE MAMAGERS

Hewve direct respanzibility aver
people below them in o erardhy
af and arganisalion

STAFF MANAGERS
Specialist: who pravide suppert,
infarmoation ond ossishance fo line
FREITITEPETS

DELEGATION
Giving subardinate autharity fe
perform porticulor fasks

LEADERSHIP S5TYLES

Different opproaches fo dealing
with peaple when in a position of
autharity - auleeratie, loissez-foire
ar democralic

AUTOCRATIC LEADERSHIP
Wihere the manoger expects fo be
in charge of the business and fo
have their orders fallowed

DEMOCRATIC LEADERSHIP
Gels ather employees invalved in
decizion moking

LAISSEZ-FAIRE LEADERSHIP
Maokes brood abjectives knewn la
workers, they are leff fa make their
awn decizions and erganize fthedir
work

TRADE UNION

Group of workers wha have joimed
together to enture their interesds
are profected

CLOSED SHOP
All members must be o member of
the same frade union

RECRUITMENT

The prooess fram denfifying fhal
the busimess meeds fo employ
sameane up to the point al which

JOB AMALYSIS

Idfentifies and records the
responsibilities and fosks relaling fo
a jab

JOB DESCRIPTION

Outlines the respansibiliies and
duties to be done by employes fo
da a specfic jab

JOB SPECIFICATION

Outlines requirements,
gualifications, experfize, ele. far o
ipecified job

INTERMAL RECRUITMENT

Vacomey is filled by someons who
it an exiiling emnployes of the
buziness

EXTERMAL RECRUITMENT
Vacancy filled by someane who is
mal on exifing employes ond mew

PART-TIME

Employment that is befween 1 and
35 hours o wesk: less than full fime
workers

FULL-TIME
Employees will work far 35 or
move hours per wesk

INDUCTION TRAINING
Indreduction given fo new employes
expleining firm's achivities, cuthamis
and procedures and infroduce ho
ather workers

ON-THE-JOB TRAINING
Persan it frained by walching mare
experienced worker daing the job

OFF-THE-JOB TRAINING
Person being troined oway from
warkplace, by specalist frainers

WORKFORCE PLANNING
Establishing the number and ckills
aof warkforce needed by business
for foresesable future

REDUNDANCY

Employes is no langer needed, 1o
leses his job; nol becouse of
wisrfisfactory wark

ETHICAL DECISION

Drecizion taken by monager

becauie of maral code obierved by
firm

INDUSTRIAL TRIBUMNAL
Legel mesfing considers workers
complaints: unfair dismizsal and
digeriminafion

CONTRACT OF EMPLOYMENT
Legal ogreemenf between emplayer

and employes liiting dufies and
respaniibilifies of workers

SECTION 3

MARKET SHARE
The percantoge of fakal marked
safes held by one brond or busimess

MASS MARKET
Where there is a very large
mumber of toles of o produet

MICHE MARKET
A gmall, vsvally specioized,
segmend of a much larger marked

MARKET SEGMENT

An identifiable wh-greup of a
whale market in which cansumers
have similor characheristics or
preferences

PRODUCT ORIENTATED
BUSIMESS

A business whose main foows of
activily iz an the product itself

MARKET ORIEMTATED
BUSINESS

A business which corries oul market
research to find oul consumer
wants befare o produet is

applicafions bave arrived af developed and
Bugingds
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MARKETING BUDGET

A finenciol plan for the moarkefing
af a produdt ar product range for
some ipecified period of fime. I
specifies how much money is
availoble te the produet ar range,
sa that the Morkeling deporfment
know haw much they moy spend

MARKET RESEARCH
The procesz of gathering,
analysing and inferprefing
informetion obowt o market

PRIMARY RESEARCH

The eoliation of ariginal data wia
direct confact with patential or
existing cusfomer. Also colled fleld
research

SECONDARY RESEARCH
Information thal bos olready been
collected and mode available for
uze by athers. Alio onlled desk
research

QUESTIONMAIRE

A sef of questions fo be oniwered
ai o mednd of collecting deda far
markel research

SAMPLE

The group of peaple who are
selected fo respond fa o meorkef
redssarch exercise, such o8 a
cjueshiannanre

RANDOM SAMPLE

When people are seleced af
remdoim s o sowree of infoarmalian
for marke! research

QUOTA SAMPLE

When people are seleced an the
biersis of certain chorocheristics (such
i age, gender or noame) ai a
sowrce of information Ffar merket
research

FOCUS GROUP

A group of people whe are
represertative of the fargel market

MARKETING MIX

A term which is vsed fo deseribe oll
the activities which go info
morkeling o product or service.
Thess achivities are affen
summarized as fhe four Ps -
product, price, place ond
prosmaltion

UMNIQUE SELLING POINT
[USP)

The special feature of o produet
theat cfifferentiahes it from the
products af compelibors

BRAND NAME
The vnigue nome of o produef that
distimguishes it from other bromds

BRAMND LOYALTY

Wihen comsumers keep buying the
same brand again and again
instend of choosing o campetitors
bromd

BRAND IMAGE

An imoge ar identity given lo a
product which gives it a persanality
af il own and distingpeidhes if from
its competitors” brands

PACKAGING

The physical conboiner or wrapping
for a praduct. If is alie uied for
promation and selling appeal

PRODUCT LIFE CYCLE
Describes the sfoges o product will
peaiit through fram ils infrodection,
throwgh it growth until i iz mabeee
and fhen finally il decling

COST-PLUS PRICING
The cost of monufocfuring the
product plus a profil mork-up

COMPETITIVE PRICING
Wihen the product is prices in line
with ar just belew compeliters'
prices to fry omd coplure mare af
the market

PEMETRATION PRICING

When the price is sef lower than
the compelifors’ prices in order o
be able to enfer a new market

PRICE SKIMMING
Where o high price is sel far a new
product an the marked

PROMOTIONAL PRICING

When a produd iz sold af a very
low price for o short period of fime

PRICE ELASTICITY
A measure of the responsivenass of
demand be a change in price

INFORMATIVE ADVERTISING
Where the emphosis of odvertising
is to give full information aboul fhe
product

PERSUASIVE ADVERTISING

Advertising or pramolion which iz
frying fo persvode the coniumer

fhert they really need the product

and shawd buy it

TARGET AUDIEMNCE

Refers to the people wha are
polentiol buyers of o product or
A

SALES PROMOTION

[reoentives such as specal affers ar
special deals aimed of conswmers o
achieve sharl-ferm increaies in
sofes

DISTRIBUTIOM CHAMNEL
The means by which o produd i
paiied from e ploce of
production fo the cusfamer ar
retailer

AGENT

An independent person or
business thot is oppeinted fo deal
with the sales ond distribution of
o product or range of products
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E-COMMERCE

The buying ond selling of goods
and services using compober
systems linked fo the internef

MARKETING STRATEGY

A plan te combine the four
elements of the marketing mix for
a praduct oF serviee fo achieve a
porticulor marketing abjective

SECTION 4

PRODUCTIVITY
The outpul meaiured againgt fhe
inputs wied fo create it

PRODUCTIVITY FORMULA
Quantity of ouiput [ Quantity of
input

LABOUR PRODUCTIVITY
FORMULA

Owlput aver o given period af fime
J number of employes:

BUFFER INVENTORY LEVEL
Inventary held to deal with
uneerfainty in customer demand
and deliverie: of swpplies

LEAN PRODUCTION
technigues used by the business fo
cul down wazfe and therefore
increase effictency, for example,
by reducing the fime if fakes for o
product fo be developed and
beeome available for sole

KAIZEM

A Jopsness MR SO
‘continuows improvement' through
the elimination of waile

JUST-IN-TIME (JIT)

A pradudion methad thedt invalves
reducing or virfually elimingling the
nead o hald invenfories of the
finished product. Supplies arrive
just af the Hme they are nesded

JOB PRODUCTION
Where a single produc! it meode af
@ e

BATCH PRODUCTION

Where a quantity of ane produef is
imercde, then o guandity of another
iterm will be produesd

FLOW PRODUCTIONM

Where lorge guantities of a
product are produced in a
confimuows process. [f is somelimes
referred to ot mas produdion

AUTOMATION

Where equipmenf wied in fhe
factary i confralled by a computer
fa carry oul mechanical processes
e, spraying paint on o cor. The
production line will eonsist mainly
af mochines and there are anly o
few paaple nesded fo aniure
everyihing runs smoobhly

MECHANISATION

Where production is dane by
merchines bl aperoabed by peaple,
e, prinfing pres

COMPUTER AIDED DESIGN
(CAD)

A campufer ioftware that drows
itemz being designed more quickly
and allows them ta be rofated to
see fthe flem fram all sides. I i
wied for designing new products or
re-sfyling exishing ones

COMPUTER AIDED
MANUFACTURE (CAM)
Where computers manitor fhe
production process and confral
merchines ar rabals on the fodtary
flaor

Computer Infegrated
Manufacturing (CIM)

The total infegrafion of compuber
aided design (CAD) and computer
aided manufacture (CAM). The
computers thal design the produch
are linked directly to fhe campubers
fhat oid the mandociuring proceds

ELECTRONIC POINT OF SALE
(EPOS)

Lsed af checkauts where the
aperator seans the bor code of
each ited

ELECTROMNIC FUNDS
TRAMSFER AT POINT OF
SALE (EFTPOS)

‘Where the electranic cath regisher
is comnected fo the retailer’s moin
computer and alio o banks aver a
wide areq computer melwork

FIXED COSTS

Casfs which da nof vary with the
mumber af hems sold ar produced
in the short run. They hove la

be poid whether fhe bimess is
making any sales ar nof. They are
alie krown as overheod cosfs

VARIABLE COSTS
Casfs which very directly with fhe
mumber af ems sold or prodvced

TOTAL COSTS
Fixed ensts + voriable costs

AVERAGE COST PER UNIT

The total cost of production divided
by the tatal culpuf. Alie known ol
vt cosf

ECOMOMIES OF SCALE

The foctars that leod to a reduction
in overoge cosfs as o budiness
IFEFBOEEE (f GiEe

DISECONOMIES OF SCALE
The foctars that lead fe an increae
in overoge cosfs as o budimess
grows beyond o cerfain iize

BREAK-EVEMN LEVEL OF
OUTPUT

The quantity thel muwst be
produced/sald far total revenue fo
equel tohal casfs

BREAK-EVEN CHARTS

Graphs which shaw how costs and
revenves of o business change with
safes. They alia show the breoak-
even level of aulput

REVEMUE

The inceme during a period of
fime from fhe sole of goods and
SETVices

DEFINITION SHEET | GOOGLE: VBEST | VERSION 3.17

FOLLOW US —
O)@VBESTMY

e



CAMBRIDGE IGCSE BUSINESS STUDIES A* DEFINITION

VBEST

MR.EDISON

TOTAL REVENMUE FORMULA
Cwantity Sakd x Price

BREAK-EVEN POINT
The level of sales af which total
coits = lotal revenuve

COMTRIBUTION
Selling Price - Vorsable Cosfs

BREAK-EVEN FORMULA
Total Fixed Costs |/ Confribution
per Linit

QUALITY
To produce o good service which
meels cuthomer expecioalions

QUALITY CONTROL

The checking for quality af the end
af the production process, whether
it iz the production of o produd ar
SErvice

QUALITY ASSURANCE

The checking for the quality
standords throughaut Hhe
producfion process, whether if is the
production of o product or servies

TOTAL QUALITY
MANAGEMENT (TQM)

The continvous improvemend of
products and processes by focusing
an guality af each sfage of
praducfion

SECTION 5

START-UP CAPITAL

The finance needed by a new
business to poy for essenbiol fixed
and current aisels befare it con
begin frading

WORKING CAPITAL
The finance nesded by a bursiness fo
pay ifs doy to day cosls

CAPITAL EXPENDITURE
Money spent on fixed amser which
will lazt for more than ane year

REVEMUE EXPENDITURE
Money spent on day fo dey
expenies which da nof invalve the
purchaze af a long-term azsed, for
exOmple woges oF Fenf

INTERMAL FINAMNCE
Oibtained finanee fram within the
buziness ifself

EXTERMAL FINANCE
Oibtained finanoe from sources
autside of and separate from the
business

MICRO-FINAMCE

Providing financial services -
inefuding small loans - fo poar
people naf sarved by traditfan
bk

CASH FLOW
The cash inflows and autflows aver
o period of lime

CASH INFLOWS
The swms of momey received by a
butiness during o period of Kme

CASH OUTFLOWS
The swmz of money paid awl by a
butiness during o period of fme

CASH FLOW CYCLE

Shows the soges bebween poying
aut cash for labouwr, materials, e
and receiving cazh from the sole of
groods

PROFIT

The swrplus afier tolal cosls have
been sublracted fram sales revenue

CASH FLOW FORECAST

An esfimate of fulure cosh inflows
and aufflows of o business, wiuelly
an o manth by manth basis. This
fhan thows the expected cath
belemee al the end of each maonth

QPENING CASH/BANK
BALAMNCE

The amount of cash held by the
butiness of the shard of the manth

MET CASH FLOW
The difference, each manth,
between inflaws and cwfflows

CLOSING CASH/BANK
BALAMNCE

The amawnt of cash held by the
buginess af the end of each manth.
This then becomes next manth's
openng balonee

ACCOUNTS
The financinl recards of & firm's
fransackions

ACCOUNTANTS

The prafessionally guelified people
wha hove reipansibility for kesping
acewrale accounts and far
praducing the fina aceounts

FINAL ACCOUMNTS

They are produced af the end of
each year and give defails af the
profit ar lai mode aver the yaar
and the warth of the business

INCOME STATEMENT

A document thal recards the income
af o business ond oll eosts incurred
fa eorn thet income aver a perisd
aof time (for example omne year). i
iz olsa known ai a profif aed loss
aceaunt

GROS5 PROFIT

IF's mode when sales revenve if
preater than the coif of goods sold

SALES REVENUE

The wmcame ho a busimess during a
period of time fram the sole or
goods oF Services

COST OF GOODS 50LD

The cast af producing ar buying in
the goods actually sald by the
butiness during a fime period

DEPRECIATION
The foll in the volue of a fixed
assel over Hme
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MNET PROFIT

The profit mode by o business
after all costs have been
deducted from the sales
revenue, It & caloulated by
subtrocting overhead costs from
grass profits

RETAIMED PROFIT

The ned prafif reinvested beack infa
a campany, affer deducting hax
and poyments fo ewners, such as
dividends

BALAMCE SHEET

Shows the volue of o business’s
assets and labdities of o porfiowlor
time. Somefimes referred fo o
"shotement of financial position’

ASSETS

ltems of value wiich are awned by
the business, They may be fixed
(nov-current) ar shorl-ferm current
ciets

LIABILITIES
The debfs owed by the business

HOMN-CURRENT ASSETS
Items awned by the business far
mare Non one pear

CURRENT ASSETS
Owied by a business ond vsed
withirn ane yeor

NOMN-CURRENT LIABILITIES

Lang term debfs owed by Hhe
business

CURRENT LIABILITIES
Shart term dabfs owed by the
Buginess

LIGuiDITY

The ability of o businesz o poy
berek its shorl-term debis

CAPITAL EMPLOYED

It shorehalder's eguity plus non-
currend liabilities and i the lobal
lang-term end permenent eapital
invested o bursiness

SECTION 6

DISPOSABLE INCOME
The level of intome o hxpayer s
afler paying income fax

IMPORT TARIFF
Taix an an imparfed product

IMPORT QUOTA
Physicol imif fo the guentify of a
product that aan be imporfed

MOMETARY POLICY

Change in inferest rabes by the
govermment or central bank, such
has Europeon Cemlral Bank

EXCHAMNGE RATE
APPRECIATION

Rize in volue of o currency
cofmpaned fo obler currencres

SOCIAL RESPOMNSIBILITY
When o business decision bemefits
stakeholders ather than
sharehalders, such as fo reduee
pallution by using ‘gresn’
fechnalogy

ENVIROMMENT

Metural warld incduding, far
exmmple, pure air, dean waker and
wndevelaped eouniryiide

PRIVATE COS5TS
The cost: pard for by business

PRIVATE BEMEFITS

Going ho o business

EXTERMAL COSTS

Costs poid for by sociefy, ather
fhean business, o o resulf of
business cefivily

EXTERMNAL BEMEFITS
Going b society ather them

buginess, e o resull of business
aetivily

SOCIAL COSTS

External coifs + privabe casfs

SOCIAL BEMEFITS
External benefits + private benefils

SUSTAIMABLE DEVELOPMENT
Develapment which doewn'f puf af
rizk the living standards of fulure
premerefions

PRESSURE GROUP

Groups wha wond to change
business decisions and they hake
action such af or gomising o mer
baycoth

CONSUMER BOYCOTT

When conjumers decide not to buy
products from businesses that da
ot oet in o secally responsible
wry

ETHICAL DECISIONS
Drecisions bosed on o moral code

GLOBALISATION

Inerenses worldwide frade and
movement of peaple end eapital
betwesn counfries

PROTECTIONISM

Governmen! prodects damestie firms
fram fareign compelition wsing
tariffs and gueatas

MULTINATIOMNAL

BUSINESS TNC

Thase with foctaries, production ar
service aperafions in more thean ome
counfry

CURRENCY APPRECIATION
When the valve of a currency rises
- it buys more of another currency
than befare

CURRENCY DEPRECIATION
When the valve of a currency falls
- it buys less of another awrrency
than before
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