GCSE Business Studies
1.1.6 Adding Value - Knowledge Organiser
1. [bookmark: _GoBack]Key Terms
Adding Value
When a business takes a product and makes it worth more by adapting or changing it.
The difference between the selling price of a product and the cost of bought-in goods and services.
The difference that creates the possibility to make a profit.

USP
An original feature of a product that rivals are not offering.
An original feature that competitors are not offering. Something which makes the product worth paying extra for.
Branding giving a product or service ‘Personality’, with a name and logo that makes it stand out.

Brand Name
A name given by the maker to a product or range of products –e.g. Nike, Adidas,. iPhone, Apple etc
Value added
The difference between the selling price and the cost of bought-in goods and services (the difference that creates the possibility of profit.
2. Key Concepts

Ways to add value

Build a brand
Deliver excellent customer service
Add products or features and benefits that customers want
Operate efficiently.

Benefits of adding value

Charge a higher price
Create a point of difference with competitors
Protection against competitors offering lower prices
Focuses business on its target market segment. 
The added value of a product goes towards paying off a company’s fixed costs




 3. How to add value
Added value is the difference between the cost of materials and the selling price.
Value can be added either by pushing the price up or by cutting the costs.
Usually value  is added by adding a feature that makes the item more valuable to the customer, which enables the price to be increased.
Convenience and speed. People will pay extra to save their own time.
Good design. People will pay more for what they perceive to be a higher quality design.
High-quality.  People will pay more for a product which will last longer and not break easily.
Brand name. A brand name can add value as the reputation of a branded item will mean quality, reliability and prestige to the consumer.
Unique selling point
An original feature that competitors are not offering. 


4. How to create USP
Brand Names: have persuaded customers that certain coffees are superior to others.
Images: created by advertising, e.g. “Lynx deodorant will make girls attracted to you” “Gold Blend image makes people want to relate to it”
Packaging: may enhance perceived quality.
Service Provided: People prepared to pay a lot more for the same meal in a restaurant than a take away. Pay a lot more for a coffee in Starbucks because of its attractive environment.


