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Write a definition of economic influence here:
[image: ]________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

What is inflation?
________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

CPI is the Consumer Price Index[image: ]
________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
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Inflation measured by Consumer Price Index
________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

[image: ]How is business affected by changes in inflation?



________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
What are exchange rates?
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Exchange rates - appreciation
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Interest rates and the Bank of England
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Interest rates – cost of borrowing
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How is business affected by changes in interest rates?
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Taxation


	What is taxation?


	









	How is business affected by changes in taxation?


	












	Taxation and VAT


	




	UK taxation for small businesses


	
























	UK taxation for larger businesses


	
















	UK taxation- excise duties


	















[image: ]What is government spending?












How is business affected by changes in government spending?
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Economic activity
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The business cycle
____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________




	Boom
	









	Recession
	





	Slump
	

	Recovery
	






Economic uncertainty
____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
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UK interest rates
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Debt interest £46bn
Other including EU transactions £50bn
Public order and safety £34bn

Social protection £245bn
Housing and environment £36bn

Industry, agriculture
and employment £23bn

Defence £48bn

Personal social services £32bn
Education £102bn

Transport £37bn Health £149bn
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ExtractE
Young’s Seafood Limited

Young's Seafood Limited is the leading UK fish and seafood processor, providing frozen
and chilled, branded and retailer branded fish. Its teams create over 2 000 different
products including smoked salmon, breaded scampi, fish pies, battered fish and fillets.
Fish can play an important part in a healthy diet and official health guidance suggests
that people should try to eat fish at least twice a week.

The following table shows the turnover and profit for Young’s Seafood Limited in 2011
and 2012.

January to January to
December 2011 September 2012
Turnover £458m £425m
Operating profit £9m £7m
Operating profit margin 1.97% 1.64%

(Source: adapted from www.youngseafood.co.uk/about us)
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 Explain how inflation could have impacted on the profitability of Young's Seafood
Limited.
(4)
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Extract
Tech sector “star performer” in UK economy

The UK’ technology sector enjoyed “robust growth” in the final quarter of 2014. It had
the widest performance gap between the technology industry and the rest of the UK.
economy for almost six years; according to KPMG's Tech Monitor UK survey. Interest rates.
ata historically low figure of 0.5% have contributed to the growth of the technology
sector along with the launch of new products such as cloud-based initiatives, more
emphasis placed on marketing and strong demand for technology-enabled services.

(Source adapted from: httpy/startups.co.uk/tech-sector-star-performer-n-uk-economy)
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Using Extract E, assess whether or not interest rates of 0.5% might have
contributed to the robust growth’ of the UK's technology sector.
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Mumtaz Food Group

Mumtaz is an Asian food producer in Bradford. It is a private limited company owned

and run by the Akbar family. Established as a takeaway restaurant in 1979, it now owns
three restaurants and food processing factories that make ready meals. It has always used
internal finance to establish and grow the business.

Mumtaz has sales revenues of around £25m. Unlike many of its rivals that produce
ready meals for the supermarkets’ own label brands, Mumtaz sells most of its products
under the Mumtaz premium brand name. Asda, Morrisons and Tesco are among the
supermarkets that sell Mumtaz products and they are also sold in more than

40 countries. The ready meals part of the Group is growing by 15-20% a year.

In 2006, a new product range of Halal baby food was launched after Mumtaz became
aware of how difficult it was for Muslim parents to find Halal baby food. Today, roughly
half of all Mumtaz baby food is bought by non-Muslim customers.

Mumtaz intends to continue to expand by organic growth. It recently opened a
second factory in Bradford to meet the increased demand for its ready meals. It is also
considering setting up manufacturing operations in Asia.
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ExtractD
The UK ready meals market

The UK ready meals market grew by 2% in volume and value in 2016. Sales of ready
meals benefitted from the trend towards premium products amongst consumers.
The popularity of ready meals was due to their convenience, as well as the growing
number of single-person households.

Supermarkets’ own label products remained the leader in ready meals with a combined
68% market share, with Tesco having the highest percentage of 18%. Retailers offer
different recipes which, in turn, help them to meet a wide range of consumer tastes.
Supermarkets’ own label products also rely heavily on price discounts and promotional
offers in order to attract more price-sensitive buyers.

Convenience is likely to be an important factor in driving sales of ready meals, but so is
the introduction of new product ranges.

(Source: adapted from © 2017 Euromonitor)
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Extract C

UK Economic data for 2016 and forecasts for 2020

Economic indicator 2016 ‘ 2020 ‘
Economic growth (change in GDP) 0.5% ‘ 1% ‘
Inflation 1.2% ‘ 2.7% ‘
Unemployment 4.8% ‘ 6.5% ‘
USS$ to the £ exchange rate ‘ 0.99 ‘

(Source: adapted from www.tradingeconomics.com/united-kingdom/forecast)
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Using the data in Extract C, assess the likely impact of the forecast changes in the
UK economy on a business such as Mumtaz.
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Edexcel A2 Business
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