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Primary (field) research is h There are many different methods that can be used for Markets can be segmented by..

when new data is generated; market research. Each method can be grouped as primary * Age * Income
the information gathered does or secondary. 5 * Gender * Geographic (area)

=2 * Occupation (job) o Lifestyle

Primary researchiis...
* Suited to the specific

‘ not already exist.
Market research is the process of finding out what For example... S‘%E\]Ol

potential customers want/need and/or finding out about

Gender / Lifestyle Income Geographic

what is dready avdilable on the market (competitors).
needs of the business.
* Only avdilable to the Secondary ’
business; competifons (desk) research Secondary research... > Market segmentation is when businesses divide customers
won't have access toit.  is when busnesses  * IS cheaper to carry out / into groups (or segments) based on different criteria.
* Usudlly slow to conduct. use data or than primary.
* Usudlly expensive to infFormation that * [s quicker as the Market segmentation is needed because
carry out and andlyse. dready exists. data already Businesses need all customers are different based on..
. [ . i
) Iex:s’r:. l feedback from their w:m n:eds N 2
Primary methods S not dwdys - customers so they can at they are dble fo pay =
’ suited to the - . : * What they are wiling to pay
* Questionnaire , improve, potentially
business's specific needs. \ * Amount (quantity) of goods required
* Survey Secondary methods make more sales
* May be out-of-date/unreliable. . * The qudlity they expect
e Observation )  * Books and/or keep their
* [s available to everyone - including . * Time & location they want to buy
* Consumer Tridl * Newspapers bl customers returning.
* Qovernment publications . comperrors:
* Compefitors’ data ~_= They can get feedback by If markets are segmented, businesses should...
Ak ; F fo £ * Have a better understanding of their customer
* Asking customers face to face ,
Market Research has its benefits... 9 and their customers’ needs.
* Market research provides businesses with potential customers’ opinions. * Social Media/Comments * Be dble to target their customers easier through
* [t reduces risk; businesses are more likely to make something people want fobuy! o Ciistomer comment cards their marketing and advertising.
* Market research can inform decisions on product development. * Be able to tailor their products to suit their

* Oniie surveys customer (design products for specific groups).

* [t helps businesses understand their market (what's popular, what's missing?).
* Research can be used to make key decisions about products and marketing. Q| - Online reviews * Have potential for increased profits.

* Market research can help promote the business.

* Phone surveys * Retain (keep) their customers.



, r To cdlculate Total Costs... — Variable costs are the costs that Fixed costs are the costs
Orif you prefer a formula... « Work out he variable cost ____‘ depending on how many that o

gg::i = Fixed Costs + (Variable Cost x Output)  for one unit (product). ( products a business makes/sells. matter how many products
.for ] * Multiply this by output (number  Examples of variable costs ‘ a business produces/sells.
g . o of products made/sold). include... * Raw materidls Examples of fixed costs include...
Tip: If you dwvide this totdl costs value byl * Add the totdl fixed costs to this * Components (parts) e Rent * Sdlaries
the output, you get total cost perunit! ) e Stock = ‘“ « Loan payments * Utiities (gas efc.)
( * Packaging  ~ * Insurance * Advertising
- - Revenue is cdlculated by... . ,
S]% g(;] busclines: ?Cells Number Sold x Seling Price Total Costs are the fixed and varicble > Costs are the things businesses have to pay for in order to
products ror o costs added together. / operate. These costs can be grouped as fixed or variable.
£1.50 each, their
revenue is £] ,500 Revenue is ﬂ\e name given to ’rhe \
(1000 x1.50).  amount of money the business makes A Break-even is the term given to the point at which
- from selling products. It's not profit. a business has covered its costs, but is not yet
making a profit. [t is the point where the business no
Profit is the name given o the money left over from C / .- ( longer makes aloss, bUJf' does not yet make a profit
revenue after all costs have been paid. _ eithen
( The blue ne shows Break-even can diso be A business’s break-even point
Total Profit is cdculated by... The point where red M\ fixed costs - it's dways displayed/calculated using a graph. can be caleulated usin ’r';is
Totd R - Totdl Cost and green cross is the a straight line because _ , Q 9
otal Revenue - lotal Costs break-even point thev don't changel The red line shows totdl costs, this formula...
Y 9% starts at the top of the fixed costs line. (
Profit per unitisthe | The green line shows totd Fixed Costs
profit made for each revenue. It aways starts at O: Selling Price - Variable Cost per Unit
product sold. This can be : ) (
£ if you sell nothing, you make
cdlculated by... nothing! So if a business has fixed costs of E4000, sells products for

Selling Price - Totdl Cost per Unit

£2.50 and each product costs £0.50 1o make, their bredk-even
point would be cdlculated like this...

(or you could cdleulate totdl
revenue, take off total costs and 4000 I::> 4000 - 2000 I::> This business needs to sell 2000
divide your answer by output)! Output / Units 2.50 - 0.50 2.00 products to break-even.




Strategies include: In the decline stage., sdles
* New packaging decrease. If they continue
to decline, the product wil
be withdrawn from sdle.

* Advertising

* Price changes

* Improving the product
* New target customers
* Selling in new markets

(different areas) 7

Extension strategies are

used o avoid products product’s life by usi

going info decline. V Extension Strategies.

Businesses often identify a clear USP (Unique Selling

for their products. This is something unique about their

tln the maturity stage, sdles slow
down. Competitors start releasing rival
products too. No new sdles are made.

Businesses can try o extend a

In the introduction  Development is the stage before the product

stage, the productis  launches. It is being designed and tested and .r - N
o e > "
launched. If popular market research is taking place. \(0@0 g & ‘\6@( be\q
sdles increase. | 3 &
In the growth stage, The product lifecycle 3|,
the product’s sdles shows the various stages g
increase rapidly. More @ product will go through E
~ people try it and, if in its life.
popular, there are Time

repeat sdles.

( All products have a life’ - the amount of time they are
‘popular” for: For some products, this is a long time. For some,
however: it's a short time before theyre no longer avaiable.

ng

\ /

Product development can be changed based on external

Point) factors; these are things outside of the business that they

> 48 w cannot control.
product that makes it stand out from others that are ~<—
avaidble. .. Laws can chanae how Legal issues relate o 1
Differentiation can Product differentiation 9

also be achieved by: refers to how ap

* Improved location
* Product features
e Better functions

* Improved design

may mean a business needs to

Appearance its product or change materidls

* Selling Price .
can be expensive.

Decline follows a
boom. Less people are  cycle. During a boom, there
employed, businesses
can struggle to make

sdles. doing welll =g3

h different or stands out from

others on the market.

For example, if safety laws change, it

Boom is dlso part of the business

plenty of jobs and people have
money to spend. The economy is

the law. Businesses need External Factors can be...

to keep up-to-date with * Technologicdl issues

i the laws in the country y‘ Legdl issues (law)

need redeveloping over Q
Technological issues relate

to developments in technology

Laws relating to ~ businesses develop

duct |
roduct s their products and may

mean that products

copyright,

patents and

they operate. * Economic issues

product safety
are dl linked to  1ime to meet new laws

product ‘/ that are introduced.

development.

Economic issues relate to
the economy; money, jobs,
spending power and tax.

economic issue. Less They link closely to the
people will be in work,

redesign

etc. This

Recession is an that impact on how products

are made or change customer
Growth is dlso part of

preferences.
the business cycle.

business cycle.

are which means they

For example... New technology may mean
products can be made quicker or of better

qudlity - if a business does not invest in gm
&

this, they may lose out to competitors.

If an economy is have less spending

power. Sdles / profits
are likely to fall.

(The red titles are parts of the business cycle!)

growing, a business wil
make more sdles.
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Price penetration is another strategy for new products, but used in crowded markets where
other popular products exist. A low price is charged at first to encourage customers to break
habit and try it...this price is increased laten i‘?""”/’"/ \

* Leaflets * Newspapers LA
* Social Media  * Magazines @B
* Websites * Radio

g You need to consider
advantages and
disadvantages for each
method based on costs and

potential to reach the target
customen

Radio can reach VERY large
numbers of people, but it's probably

the most expensive advertising
g method on the list above. .
Social Media is likely o be a big hit
with younger audiences, but may

not reach older people or those
who do not actively use social media

E platforms. \

Magazines make it easy to reach your target
customer, based on your market segmentation,
because they're usudlly dimed at specific groups of
people. Your reach may be limited with less people
reading physical magazines now though.

attract new customers and keep existing

For example, leaflets are cheap...
but how many people actudlly look at

Newspapers can reach a large
number of people, but if your

( target customeris 15...are they
likely to be reading the paper?

Psychological pricing is when businesses use prices like £9.99

S

instead of £10.00 to make products appear less expensive. ,

Price skimming is used for new product ,Compehhve pricing is when

.
,,,,,,
~~~~~

Advertising methods include: b Businesses use adventising metho ds to launches. A high price is charged at first, because

businesses look at what

there’'s demand for it. This price is lowered later competitors charge and then

This strategy is often used for new technology.

&' Businesses often use

customens r‘e’rur‘ning. price similarly, or lowen to

gain advantage,

’ pricing strategies when ppices need to take into account...
them? setfing the prices of therr Income of target customers
products. * Prices competitors charge
ﬂ * Cost of production

Busunesses consider a range of factors when

/

choosing what price to charge for their products.

- Poor customer service can mean customers
-
q ﬂ do not want to return, so there are less

repeat sdles. It may dlso lead to a poor

Sales promotion techniques
are dlso used by businesses to
attract and retain (keep)

‘ customers.

Promotion Techniques include:
* Discounts  * Free gifts

is related to reputation, which means the business could

how the business freats its w struggle to attract new customers.

( customers.

GOOd customer service can

[t is easier (and cheaper) for a business to

retain (keep) existing customers rather

mean customers keep returning

* Competitions * Loydlty schemes than attract new customers.

* Buy one get one free offers to the business, leading to

Good Customer service can be
achieved by offering:

repeat sdles.

Businesses need to select the

most appropriate techniques based For example, a buy one get one * Professiondl, friendly staff

free offerisn't suited to a

on the products they sell, their * Good product knowledge

target market and the advertising business seling mobile phones; most  « Good customer engagement

J people have just one phonel

methods they choose. * After sdles service (repairs etfc.)



Unlimited Liability means that owners are responsible for the business'’s debts if it cannot Limited Liability ~ Sole traders make dl ~ Sole tradens choose what

pay them. The owner's personal money/possessions can be used to cover the debts. ’ means that ownens  of their own decisions. 1o do with the profit their

Franchisees benefit Franchisors coulf:l This means their bty refone are not nesF)onsit?le Sole fraders can business makes.
from having a proven get a bad reputation business wil la '.' yre ep§ ° for the business’s struggle to take A sole trader business
idea (less risk) and the  is the franchisee : who is responsible debts if it cannot pay . .
grow quicker. time off or go on is owned by one person.
experience of the runs their V for any debts a them - the owners holiday: Th h
franchison business poorly. Franchisors are the ~ business has. Jjustlose what they eyeen hove.
Franchi " e buving +h businesses that sell invested. Sole fraders have ~ Workers...but theye
| ranc lsee§ or~e. e people uylng. e heir rights fo ofhers. unlimited libilty. g the only ownen
rights to a business idea to run as their own. Green Text = Benefits
‘ A £ranchise is the name \ Red Text = Drawbacks Businesses can be owned and organised in different ways.
Fnancbisees have' to pay given to a business that Q \ / * Sole trader * Franchises
royalties on profits they sells the rights to dllow ‘ * Partnership * Companies
make and cannot usually

other people to run a oA .
make their own decisions on ‘ peop Partnerships are Owners of partnerships find it easier to
business under the same .
how the business runs. businesses owned by \) take time off. w
e

name/format as theirs.
two or more people.  Owners of ordinary Partnerships have

They could ask friends or family. This doesn't usudlly have & Owners of \ ' partnerships have  more capital when
interest but can cause friction if not paid back. v l sartnerships could Decisions in u rimited fibity,  starting up because
h . e . partnerships ,
They could use their Businesses need money to start-up. This is = d disagree/fdll out. e <hared. Partners can bring partners funds are
own savings to start cdlled their capital. Where they get this = different skils o the combined.
their business. This ~ money from s called their source of capital. Before sfarfing up. businesses : business. Limited Liability
" o . often draw up a Business Plan. & Partnershios dlso
mijnsa irew:eﬁ:; bu?r\/e Crowdfunding codd be used Plans often contain: Business plans reduce  eyist where zwner‘s
t :‘) by iited on h thl,r\e lots :F (p60p|ﬁ donla‘re) * How the business will run (what it does/who owns it etc.) risk and allow have limited liobiity
ey Il be Iimreéd on how small amounts (usudlly online). g
much money they have This can take a lof of fime to * Financial data (cashflow, source of capital etc.) businesses fo foresee

an r‘Oblems be‘cor\e Business plons are
ot {% get alange amount though. * Objectives, strategies and other plans (like marketing) 'y’riey happen \) given to banks if

They could go to the bank for aloan. This could mean they Business Angels is the name given to applying for loans.
have more to invest than relying on their own money but investors that can give businesses money to Small Business Grants are sometimes offered fo
they will have to pay back more than they borrow as start up. They'll want a % of the business businesses. They can take fime fo apply for though

interest is added on. though. and often specific criteria has to be met.



In a large business, there are likely tobe  Functional activities are the Human Resources Human Resources

dedicated departments dll with specific roles/tasks that are carried Human Resources ensure that dif employees dedl with training
roles/tasks to complete. Each department out by different functiondl ensure the business are performing well by employees.
will have specidlist staff trained to focus on areas or depan+men’rs meets employment laws monitoring targets. H R dedls with
one particular area of the business. The ﬁ (minimum wage etc. ) uma: es:ur*zes | ecl's ! ¢
, recruitment and selection o
finance function, for example, will have ﬁ emplovees. This means
trained accountants. A Functional Areais ’rhe H R th POYES
name given to a uman Resources is The employing the right people for
In a small business, it is unlikely that they wil have  depantment within c, F“”C*'Zf“"":"e; that i g the jobs they have avaiable.
. responsible for the people
different departments. Some, or even dll, of the business. / > w:hln e busmes:(’rhz Human Resources are
functiondl activities will be carried out by the same ‘ fworkanc) responsible for the
person. For a new business start-up (especidlly a sole employeesiworkers Health and Safety of
trader), this will dmost certdinly be the case. the workplace.
-
va pai
Operations turns inputs (raw o N Marketing is the functional area that is responsible

materidls) into outputs (findl for ensuring the business makes products people want

products for sdle). P~ Operations is the C ) and that potential customers know about these

functiondl area that is ‘ ~ products. )

The Operations function is responsible h responsible for A

for monitoring and managing the quality ~ producing the products Finance is the The Marketing function The Marketing function is
of the products they produce. the business makes. is responsible for carrying ) responsible for managing the

functiondl area S ,
out Market Research. business's promotions and

responsible for the

Logistics is a responsibility of the i . .
S . p .y Finance give other money within the ' advertising.
Operations function. This means _ The Marketing
_ . functiondl areas budgets business.
ensuring raw materidls, and eventudlly function will need to

to stick to. This helps to

ensure -I-he business mokes communicate Wri'h Mar‘keﬁng FOCUSSS on 1‘he '4 P'S

The Finance function  goerations o ensure  (the Marketing Mix)... Product,

final goods, are where they are supposed

to be and that they are there on time.

( aprofit. monitors the the business is Price, Place and Promotion. They

——) The Finance function is responsbe for bu5|n§s§ s cash flow producing products ~ Make st.me the t?usiness is seling and
@I producing dll financial documentation required -« this is the money that people want.  promoting the right producs at the
) (for tax purposes efc.) coming into and out of right price and available in the right

the business. places.
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