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Teacher’s Introduction

This course companion has been designed 1o introduce students to the first element of this course: Enterprise
{Pearson, BTEC Level 1/2). This component, Exploring Enterprises, is an externally moderated piece of work and
the contents of this course companion will allow pupils to learn the theory needed for this.

Throughout there are activities which will develop pupils’ knowledge and heip them to explore enterprises in
their local area. Pupils will develop an understanding of the characteristics and skills needed by successful
entreprensaurs and the importance of market research. Finally, pupils will look at external factors that affect
enterprises, and research businesses to carry out PEST and SWOT analysis.

There are opportunities for class discussion highlighted throughout, and links to websites with useful videos that
will further develop pupils” understanding.

Most activities will lend themselves to peer-assessment and class discussion. Sample answers for activities 1, 8
and 12 can be found at the end of this course companion. A glossary has been provided to support pupil learning.

S Clarke, Moy 2022

A web page containing all the finks listed in this resource Is conveniently provided on ZigZag
Education’s website gt zzed.uk/13707

You may find this helpful for accessing the websites rather than typing in each URL.

Course Companion for BTEC Tech Award Level 1/2: Component 1 Page 1of35 © ZigZag Education, 2022



Al: Bize and features of 8ViEs

Size of SMEs

So, what are SMEs? SMEs are small to medium-sized businesses that meet cert
revenue they make or the number of employees they have. SMEs are very impo;
businesses in the UK are recognised as SMEs.

Around 500,000 new enterprises are started
year in the UK, and the m&;oraty ofth

what their

r the business are.

We can categorise SMEs into three sections, as below:

L]

@

®

®

Examples include

Hairdresser
Window cleaner
Mechanic
Personal trainer

Examples include:

Café

Cleaning business
Estate agent
Gym

Course Companion for BTEC Tech Award Level 1/2: Component 1

Page 2 0f35

COPYRIGHT
PROTECTED




Profit-making enterprises

There are different ways in which businesses can be owned. Many large organi
companies; this is less likely with SMEs. There are still several types of owners}
businesses. You will need to know the difference between these methods of o
and benefits each of these has.

Sole traders
Many small businesses are owned and run by sole traders. A sole traderisa bu
person. Businesses that are typically run by sole traders include mobile hairdre
window cleaners. These businesses can be very easily started up with little fun

ats of responsibility and
accountability, which cou
mean lots of stress for the
owner

You are your own boss, which m

e % Could work long hours as
don't have to share these with anyone one to share the workloa

¥ Easy to set up, with very little with; this could also mean ;
paperwork that needs to be completed fack of holidays :
by larger business types % Unlimited liability (see be

Unlimited Hability — this is a term you will come across often. Many smaller
businesses have unlimited liability. So, what is it and why is it so bad?

Uniimited liability means that the owner of the business and the business are gne
gets into trouble then so will the pwner. For exampls, if the business owes lots o
from the business funds but could also come from the owner’s personal funds, T
or personal assets could be at risk. Likewise, if the business was taken to court it &
legally responsible. This is a big disadvantage for any business type that has uniim

Course Companion for BTEC Tech Award Level 1/2: Component 1 Page 30735
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Partnerships

A partnership is a business that is owned by 2-20 people. Lots of
parinerships are formed by people who are in a similar field of expertise.
These are very often professional people such as accountants, solicitors
and doctors. There are many reasons why partners may choose to worlk
together instead of as sole traders. By working together there will be
more expertise and skills within the company and there will also be more
capital to invest into the business.

v" Shared responsibility and workload % o lots of responsi

v Easyto set up with little paperwork

ecision-making ¢
cause arguments,
% Unlimited liability:

¥" You can make all the decisions you

COPYRIGHT
PROTECTED
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d:’f’f?@mmces b

similarities
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Limited liability partnership (LLP)
A limited liability partnership is very similar to a regular partnership. It has many
same disadvantages as a partnership, apart from one - liahility. The biggest disay
partnerships is that they have unlimited liability. This ownership option means 1
liability. Each partner has limited liability and so the risk financiaily is imited to

business. The business and its owners have separate legal identities. :

e 3
{h—_‘h @ %
| m§ if you were to set up a partnership, which format would you se;

COPYRIGHT
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Private limnited company (Ltd)

Private Himited companies are a very common form of ownership. This type
of company is ownead by shareholders. A private limited company can be
owned by just one shareholder or up to 50 shareholders. Sharehoiders are
invited by the business to own a share of the business. The shareholders each
own a share in the business; this can be different for each shareholder and
will depend on the number of shares they have in the business. Each
shareholder has limited liability, meaning they are a separate legal entity {o
the business and if the business goes into debt the shareholders can lose only
what they have invested in the business.

The advantages of setting up as a private limited comp
¥ Limited liability for all the shareholders
v Al shareholders must be invited so
¥ Further shares in the busine:

siiers, such as competitors, b
i to raise extra capital Z

“up as a private limited company are:
ivate limited companies must register with Companies Hous
docume™ an the other forms of ownership already locked at. This mea
type of business, '
x  Private limited companies must report publicly their financial accounts once
X Private limited companies must pay corporation tax on their profits - this g

Social enterprise

There is one main difference between a social enterprise and other business
ownership types. Most other business types focus gn making profits, but a
social enterprise focuses on supporting or investing in iocal communities.
Their business aims are ethical and they will not be focusing on profit
maximisation or pleasing shareholders with business growth. Maesteg
Mer's Shed is an example of a social enterprise. It was set up by a group of
local men, and the aim of the enterprise is to bring people together and tackle | A
planting and growing fruit and vegetahles and making crafts. They then sell thes
at the same time providing companionship and purpose for the men who attendé

Thinking ahead you will need to choose an SME for the 5
assessment. Start researching your local area now and find a couple of SMFEs
You will need to research them further as we prepare more for the assessme

Course Companion for BTEC Tech Award Level 1/2: Component 1 Page 6 035
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Features of SMEs

There are many features that SMEs have that are similar:

Size — as different as these businesses are, each of th
When the management structure of a busin
aiso means that a lot of responsibili
invest in the business.

ave customers who are very locally based as they will be in ju
small business such as a bakery would have just one location, as o
Greggs, which has a shop in most fown centres.

The only businesses that may differ are those that operate online. Businesses,
even very small ones, can have a much wider base of customers and may have
customers all around the UK and overseas. Exarnples of this could be a sole
trader who sells personalised dog leads but posts to anyone inthe UK, ora
small private limited company that sells car insurance online.

Purpeose — many small businesses are started by individuals who want to be thei :

businesses each year are started by people who already have an interest in som
as a hobby. If a business owner has a passion for their hobby it will make their j

An example of this could be a surf school set up and run by an enthusiastic surf
service set up and run by an enthusiastic baker.

' b If vou were to set up g business based on your hobbies or interests

Course Companion for BTEC Tech Award Level 1/2: Component 1 Page 7 0f 35
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Sectors of the economy — there are four sectors of the economy, as below. Sorm
of the sectors, some intwo, some in three and some in all four. :

This sector involves This sector invoives
extracting, coliecting or taking raw materials and
growing raw materials. making these into end
Businesses include farms, | products. Examples
mines and fishermen. include manufacturing,

telecormmunications and
clothes makers.

This sector involves
providing a service or
getting the ‘end’ prod
to customers. Businesy
include shops and se
providers such as tra
ag

Course Companion for BTEC Tech Award Level 1/2: Component 1

Page 8of 35

COPYRIGHT
PROTECTED




A2: Sectors and business models in which &mé

Different sectors and business models

Business to business :
Business to business, more commonly known as B2B, is when two businesses tras
businesses sell to the general public. There are many things that general consus

businesses wouid, :

Some examples include:
2 Abuilder buying bricks from a builders’ merchant
4 A car manufacturer buying sheets of fibreglass
2 Anew school buying 2000 chairs from a furnit

Business to customer
This is also known as B2 :
products, Ats

made prod se products directly to the customer.

Social enterprise 5
This type of business, as discussed above, can operate in any sector of industry. &

They can sell to other businesses or directly 1o consumers if it matches the
ethical business aims.

Goods and services :
Anything that is tangible {you can touch it) is a goed — a chocolate bar, a tractor,
Anything that is intangible {you can’t touch it} is a service — car insurance, cleani
delivery business, eic,

E-commerce ,
Most businesses these days have an internet presence and many also sell their g3
known as e-commerce — buying and selling online. !

R

Bricks, clicks and flips

Bricks and clicks refers to businesses that have a building such as a shop
{bricks}, an online store (clicks) and a catalogue of sorts {flicks} ~ for example,
Argos and Tesco.

These are large businasses but you will probably at some point have visited
these {bricks) and may too have looked at their websites {clicks) in addition to
picking up a catalogue from Argos or a leaflef from T

Course Companion for BTEC Tech Award Level 1/2: Component 1 Page 9 0f35
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Different industries in which enterprises operate

An industry is a group of businesses that offer similar goods or services; for exan§
include businessas such as Ford, Toyota and BMW. :

In the next section you will be learning about how the
activities of the enterprise you have chosen help the business to achleve its ai
back through this section and think about the features of the SME you have ch

COPYRIGHT
PROTECTED
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A3: Bims and activities of enterprises

Bims of enterprises

The aim of a business will depend on many factors, one of these peing the age

businesses will simply focus on survival in the first year when they are establishig

may aiso focus on breaking even when they are trying to cover costs and grow
set up by the owners as a means of income or for self-employmeant. These bus
owner spotted a gap in 2 local market or because a hobby turned into a busines

To help a business achieve its aims it will set itself smaller objectives thatare m
may be to pass all of your exams. To do this you couid set
revision sessions, complete all homewaork, etc. .

More established businesses will b
may set and the objectives ¢

on growth of the business.
em achieve these aims.

bisctives that will he

e increase market share

duce husiness running | Increase promotion and

coéts, increase prices, advertising, carry out market
increase sales research into competitor activities

Other businesses such as social enterprises will have more ethically focused aim

Providing a community
service

Creating employment for | Use environmentally friendly
focal people, Identifying a | supplies / raw materials, change
nesd in a local arsa vehicles to electric charged

Zero carbon emissions

A business’s aims will heavily affect the decision-making and activities of the bu

For exampie, if a sole trader has the business aim of making more profit, then th 5
of their activities. They will need to consider their spending and how much they;
They will need to develop their marketing to encourage further sales to increase:

with staff to ensure the business is running effectively and making profit.

Course Companion for BTEC Tech Award Level 1/2: Component 1 Page 11 of 35
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Developing and producing goods and services that m
changing markets and customer wants :

There are many extarnal factors that can impact businesses. In recent years the
are just two examples. These changes may have an impact on what customers’
businesses must respond to any changes if they are to remain successful,

During the coronavirus pandermic, many smali businesses started offering delive
before. Cafés and restaurants that were ciosed began offering takeaway servic

Likewise, ieaving the European Union meant that some businesses had to chang

Bttracting new customers to the enterprise and usin
existing customers

The business world is a competitive one. Think about adverts you have seen on
comparing itself to another. Every business needs to stay ahead of its competit

This can mean for some businesses atiracting new customers. There are many i’k
to do this:
% A gym could offer a week’s free trial

* A new cereal might start selling at an introductory
It could mean keeping hold of the custom:

o

s

by using promotions

Course Companion for BTEC Tech Award Level 1/2: Component 1 Page 12 of 35
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Managing the resources of the business

Even very small businesses are a lot of work, and for a business owner this means \
at the same time. Big businesses have depariments and specialists who will organ
As a small business owner, the two key resources that are crucial to your business:

Not only does & business need capital to set up the business, but | Your peop!é%

it needs to review its costs and income on a regular basis. Without a H
Businesses need 1o ensure they have enough ‘working capital’. business w
Working capital (net current assets) is the money they need for

day-to-day spending; a business can worlc this cut by : t

its monthly income and taking away its cost

rces of finance,
sharing dividends with
e difficult for SMEs to raise capital,

in addition, a business will he

The business will also need to ensure it is using its fixed assets
effectively and that any capital expenditure {money spent on
fixed assets, e.g. van, machinery} is planned for well in advance.

COPYRIGHT
PROTECTED
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B4: Skills and characteristics of enﬁrepmnenrﬁ%ﬁ

Entrepreneur is the key term that describes any individual who has taken the ini
own business. :

Reasons why entrepreneurs start their own business,

There are many reasons why entrepreneurs want to start their own businesses.

My name is Rhys. i started my
own business simply because i
wanted to be my own boss.

My name is Paul. My
business started by accident
really. 1 enjoy making art
with wood, and | made a gift
for a friend. Before | knew it,
my hobby had turned into a

\ business

My name is Rita. With thre
home, | needed a job that wa
the hours i canwork, |co

| decided to start my owré

Course Companion for BTEC Tech Award Level 1/2: Component 1 Page 14 of 35
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Skills needed by an entrepreneur

A skill is having the ability to do something or even becoming an expert. Entrepﬁ%ﬁ
to 2nable them to become successful. 5

N
ond proplern-
o

\\\%\E‘ﬁxﬁi\%%?%i\a%i\i\\\%\\\\%% X

S¢ why are these skills important?
Industry knowledge will help an entrepreneur in many ways. If they have knowls
know trends and buying habits of customers. They may have links with suppiiers§
same trade who can help one ancther; this would help the entrepreneur achieve:
in the day-to-day running of the business.

Communication and presentation skills can be very useful skills to have. When g
help the entreprensur massively if they come acrass as professional and confi
communicate daily with customers, suppliers and financers, and the more effect;
smocther the business will run. :

Planning and time management are essential skills to ensure a business runs sm@%ﬁ
vary busy carrying out many roles and so they need to ensure they manage thei
activities so that they remain in control.

MNegaotiation skills would be particularly important,
negotiation skills will help an entre
goods and services.

stock from suppl
st price when buying suppl

sdeare crucial when running a business. Employees will E
girection, and the entrepreneur would benefit if they can w¢

Being an entrepreneur can be risky. Owning a business can be hard work and so;
manage risks. i an entrepreneur can problem-soive quickly and effectively, this;
mora successful,

Course Companion for BTEC Tech Award Level 1/2: Component 1 Page 15 of 35
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Characteristics needed by an entrepreneur

in addition to a successful entrepreneur having many skills, they will display the

Passionate Risk-taker Optimistic
Versatile Good fistener Motivated
Persuasive Visionory Flexible

7
7

3

AR
Gssrasrirr?t

s
;’/éz 5

Why are these characteristics important? ;
Not every entrepreneur will have all these characteristics, but a good mix will he§
successful business owner, :

Being innovative and visionary will be important to an entrepreneur so that they§
that will help their business succeed. These characteristics will help them stay ab

Being passionate and motivated will help them motivate staff and get cusmmers%

services. An entrepreneur is their own bass, so having self-reliance and being foy

ensure the business runs effectively.

Likewise, entrepreneurs need to manage lots of different activities and differant '
both versatile and resourceful.

R

Reflect on the skilis and characteristics of your chosen

entrepreneur. Consider how these skills and characteristics help the entrepre§

Course Companion for BTEC Tech Award Level 1/2: Component 1 Page 16 of 35
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Bl: Market research methods

Market research is the process of finding out what customers want. it is also th
the market and finding out what competitors offer. imagine you want to have
You may want to do some research first with your peers. Ask them what they

willing to pay, how you could encourage them to buy from you. That isthe ess
Enterprises use market research to find out what customers want. Imaginea b
products but had not checked whether customers buy the produ
of products that customers simply do not wa mean a lot of wast
many ways that businesses can ca research. Inthis section we w
available for businesses 1o car markat research.

wwhacks of primary research metho

Primary ma

esearch is research that is carried out by the business first-han

Go to zzed.uk/1370%

Qualitative and gquantitative questionnaires and sur

Guestionnaires and surveys are very popular methods of market research and
Both ask potential customers a range of questions. This can be done in person, &

Qpen and closed gquestions

Questionnaires can have both open and closed questions. -

Generally, open guestions provide qualitative data and closed guestions prc,,

Open guestions require respondents to write an answer, e.g.

What is your favourite colour?

% Closed questions generally require respondents 1o tick a box, e.g.
Tick your favourite colour:

00

&,
4

.
x

X3

¥

[} Pink 1 Biue
(1 Red [ Green
1 Yeflow [ Purple

Quantitative data
Quantitative findings ar
usually cres

in the form of figures or numbers. You ¢
ris with this information.

Example: 803 ustomers said that they would buy this product.
Cualitative data

Qualitative findings are those that are in the form of words. These are usually
opinions and facts.

Example: In an interview with a customer, they said that the food options were
limited and that they would prefer more choice. 5

Course Companion for BTEC Tech Award Level 1/2: Component 1 Page 17 of 35
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Face to face ¥ Questions could be followed up *x f
further 5

¥ The respondent will remain focused x
and on task '

¥ Facial expressions and non-verbal -
cues can be read, such as a shrug of 5
the shoulder

Telephone v Less time-consuming than face-to- *®
face gquestionnaires
Can easily sam

D

; s allow further | %
e asked

v Relatively cheap to administer *®
¥ Easy to sample wide location, even
overseas x

v The respondents have more choice in | *
whether they want to respond and so
may answer more honestly

Website / Social media v Afast method to target a wide x
site audience at a very low cost
¥ Data collection can be immediate
using software such as Google or
Microsoft Forms

COPYRIGHT
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Visits and observations

This type of research is carried out by market researchers who are highly trained.
that provides information about the market. It could be a visit to a competitar's s
and potential suppliers. An observation is different from a visit. In an

chservation the specialist carrying out the market research will look at the
behaviours of customers. They would look at customers shopping to find out
habits that customers have; for example, this type of observation research
has been used by supermarkets to help them plan the layout of stores,

Interviews and focus groups

interviews can be used to get in-depth views of
potential customers. An interview usually involves
two peaple — the interviewer and the interviewee.
The interviewer in this case would be the person
carrying out the market research. They will have
guestions prepared to ask the interviewee. The
interviewee will be a potential customer of the
business, someone who could possibly be a customer
of the business.

of research purposes: finding cut why customers buy
the products they buy, why customers shop where
they do.

Interviews can be used like other research for a range

2

A focus group is in essy
potential customers dg
by the interviewer.

This is a useful technia
targeting specific cust
targeting middle-aged
group of women mat

They can then ask que\
which will provide the:

Course Companion for BTEC Tech Award Level 1/2: Component 1
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Secondary research

This couldn’t be easier for businesses. Searching on
a plethora of information and research very quick
seconds could look at its competitors’ p

Trade journals and magazines are an invaluable secandary source of resear
They allow businesses to find out what is going on in the industry, such as n
trends. For example, a manufacturing magazine may share ideas on new maté
or production methods, 5

ide generic informa A
atistics about a location. These
r exarnple, a business needing lots
in an area of high unemployment; the gove

1o ook at areas with high unen

Company records and materials include things such as the company finances
past research. Using company records and materials is one of the easiest a
quickest ways for a business to carry out research, and in addition this method
not cost anything.

Benefits and drawbacks of primary and secondazy re

Research findings will be
specific 1o the business
neads. They can ask
specific questions or even
ask consumers {o sampie
their products,

Primary research can be
very castly for a business
and it can also be time-
consuming to carry out
effective primary
research.

Secondary research
very often be free fo
business to find and it
be easy for businesse
carry out secondar
research guickly.

COPYRIGHT
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You will need to review what market research your chosen
enterprise uses. in this next section, think about what mformdhon and datat
market research it carries out.
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B3: Understanding competitor behaviour

Understanding the market

Anticipating and identifying competitor behaviour

Everyone knows about the supermarket wars, Each of the big supermarkets is
One of the tactics that these businesses use is to ciaim that they are better tha
match’ is something often promoted by these businesses. It is important for the:
what competitors are planning. :

This is true for all businesses of ali sizes. We saw this on local businesses during
businesses started offering free delivery as customers’ needsghanged. This led
delivery to keep up with their competitors.

i arve different from competi
Aat your business has a USP. AUSPisa u
and out from its competitors. It could be thatt
they offer < competitors do not, the guality is superior to that of the
Putting this % actice is not as easy as it sounds as competitors will always b
guickly the business USP. Domina’s Pizza was the first pizza franchise in the UK
long before other competitors offerad this too. Think about your local town —
another? In small towns it is very usual that once one of the competitors offers
before it's offered by others. For example, one may start offering afternoon tea
have done the same because their market research will have told them what coré

Producing products to m
A key to business success s
selling point

Competitive advantage

if businesses can successfully hold on to their USP, this will give them a compet
ways in which they can do this, but they alt involve being able to meet the needs
competitors can. :

Some of the ways in which they can do this is:

s Quality % Price
«» Features % Customer service
% Availability < Convenience

A, Dressmaker
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B4: Suitability of market research methods

Suitability of method depending on type and size of

Not ali businesses can afford the luxury of carrying out extensive market researcé
the time o keep an eye on what ali their competitors are doing all of the time.

// I'm Olivia — I'm a sole trader. |lov

hobby became my business! only
research when | started my busine
cakes to find out how much other b
them for. mers tell me exa
dn’t think it was
research wit

Clare and | set up our sports shop 10 years ago. We
started as a partnership but very quickly changed
our ownership to become a limited company. The
sports shap market is very competitive and so we
carry out market research on a reguiar basis. We

employ a marketing assistant who carries out
market research for us so that we can respond as
quickly as possible to customers’ changing needs
and so that we can sea the new trends that are
doing well in our large competitors. We carry out
regular focus groups with our customers and we
have just started sending out a social media
questionnaire to our customers 1o try to identify
whether there is anything they want us to sell that
we don’t already.

We are the ‘plasticy
«cial enterprise in

tup the enterpr COPYRIGHT
local market rese
ideas would be suc PROTECTED

local town a
questionnaires w
the:

This was really useful to us. We had many ideas about recycling
reusable products, and the gquestionnaires helped us to see whi¢
demand for. Because we asked the questionnaires face to face we
some of the sample products we had m
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Using your knowledge, you will need to make judgements

on the effectiveness of the market research used by your enterprise.
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Learners will carry out research into internal and external factors for use in a PE

them understand how these factors affect enterprises.

Businesses of all sizes need {0 sometimes reflect on their business’s strengths a
be aware at all times of what is happening outside of their business. Both PEST
to do this in a reflective way, which can be helpful to them. Z

Cl: PEST (political, economic 1, i@ﬁhn@l;

he actions of their compe
tors that can affect businesses ever
BtY on businesses. [t is crucial that businesses
“&spond appropriately.

We aiready know that businesses ¢a
consumers, but there are m :
either a negati
factors so

COPYRIGHT
PROTECTED
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Political factors

When governments change, the f
be different from that before. Th
which can affect spending and law
new government coming into pow
down emissions. This governmen
regulations which businesses will
factory, for example, this may me
methods. 1T could mean for other
packaging and thinking about tran
things they

. Inthe UK
be aware of — one of
wesses must pay corporation tax
centage weare 10 increass or

ert how much profit a business has. There are
agffect businesses:

on the profits they
decrease, :
other taxes ¥

VAT — this is added to many products we buy, Currently this is 20%. So,ifyoub
£1.20 1t is most likely that 20p of this goes to the government not the businass.

business would be losing more money. Alternatively, the business could increas
keeps getting the same amount from each product, However, an increase in the
it's important that the business is aware of any changes such as this so that it ca

Small businesses such as sole traders and partnerships do not have 1o pay corpo
through self-assessment. Should the government make changes to tax aElowana@;
could also affect these business types. 5
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Economic factors

There are many economic factors that can affect a business and how they must t\

from customers.

Consumer confidence can affect the demand there is for products and services. :
consumer confidence is interest rates. Anyone who has borrowed money has {

money. See below,

Siriita and lack have a mortgage of £150,000. They make mortgage repaymen

can work gut their disposable income.

Monthly incom
Their disposable inco thay have to spend on the things they
fuxuries, If theint
would th ;

means that every month they know that £800 will have to be paid to the mortg

oings = Disposable ir

increase, this could affect their mortgage at
Fnis would then resuit in them having less disposable inc

Jack would nave 1o make some choices. With less disposable income the
they spend that money on. Sinita and Jack usually spend their disposable inco
a holiday fund and clothes {that they don’t necessarily need but they like}. Wi
because of increased interest rates they would need to cut back on something
effect on businesses.

Other factors that affect consumer confidence are explained below. Butinanu

measura of the confidence that consumers have in the UK economy and their ov
Another measure is that of economic growth. This measure allows the governm

levels of goods and services in the UK over time. This will very much depend on
economic growth employment is high and consumer confidence is high, with cu
usual on products and services. The opposite of this growth is recession. Durin
high. This can have a snowball effect on the economy.

Angther economic factor affecting businesses is the ¢ost of energy. The cost of
this has an effect on businesses. Businesses will have to pay more to the energy

not using any more energy than usual. This will increase their running costs and

mare income for them to cover all of their costs.
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Social factors

Consumer behaviours and trends change all the time and it is key that businesse
A consumer behaviour can be explained as the activities that are linked with th
These behaviours are affected by customers’ attitudes and preferences, and eve;
trends can sometimes be forecasted, and they show what is ‘in fashion”. Trends;:.«}:;
services that are popular; they can demonstrate new purchasing habits; they car§
are growing. :

Below are some examples of new behaviours and trends that have come about iy
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Technological factors

Technology maoves quickly and businesses need to be aware of how consumers
aiso need to be aware of changes to technology that can affect the way they op

Social media

You will find it hard to believe that 20 years ago social media was used
very little and there were very few people using social media.
Facebook is still one of the largest social media platforms, and this was
not invented until 2004, These days, social media is something that
maost businesses rely on as a form of both communication and
marketing. Throughout the world there are now 3.5 baiho
media users. This equates to about half of the w
the UK this figure is higher, and approximat
population is using social media. Heswl
businesses need to consides
what compet

#5% of the UK

e the reasons why
'30cxai media and keep up with
at customers are using.

Energy efficiency
With ever growing energy prices an
impacts of energy use, businesses ni
energy effectively and responsibiy.
keep costs low, and an effective wa
changes 1o keep energy costs low,
G businesses promote this to show thy
friendly. Using renewable energy is:
making — not only do they appear s
can also benefit from lower ‘greene

New technologies
Technology moves very fast. There are constantly new technologies which can
competitive and effective.

CAD and CAM have baen in use for many years in the manufacturing
industry. CAD {computer-aided design} is the process of using computers to
create and analyse product designs. CAM {computer-aided manufacturing)
is the process of using software to operate machinery in the

praduction process.

Growth in tech businesses

in recent years there has been a massive growth in
businesses which operate purely online. SMEs
up an online shop without havmg a W
through the use of online marky
media platforms such

ough social

Costs of ting and Selling
This growth in the use of the internet and e-commerce has not come without co
not free. Businesses must pay firstly for the creation of the adverts, websites or
must pay for the distribution of the adverts or the web page, or monitors, etc. f¢

Likewise, selling online can help a business save many of the overheads they wo
instead they will have 10 pay for packaging and distribution.
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PEST analysis is an essential too! for businesses if they are to
consider the changes to the external environment. By using this
tool, businesses can stay ahead of competitors, spotting any
potential gaps in or changes to the market. It aiso helps businesses
identify threats and plan accordingly for these. Being aware of
potential changes to the external environment will allow a b
to budget for these more effectively, such as planni
or changes to energy costs. :

COPYRIGHT
PROTECTED
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C2: SWOT (strengths, weaknesses, opportunities,

SWOT analysis is a tonl used by 3 business to reflect on the internal strengths an
the external opportunities and threats. It helps a business think about the man
its cost managernent systemns, the effectiveness of its marketing compared to cog

Every SWOT will be different, but there are similar themes that can be locked fo

COPYRIGHT
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SWOT analysis in action
Jones and James Ltd is an estate agent that operates throughout the London ar
and has been gperating for 15 years. The directors have carried out a SWOT ana
business situation: 5

Using these tools you will have to review the actions of the X
enterprise you are studying and make judgements about your findings.
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So, think you know it all now?! Use these resources to carry out some independ
knowledge on each of the topics covered.

Learning Outcome A:
Understand how and why enterprises and entrepreneurs are

Al Size and features of SMEs
% zred.uk/11707-bootcamp o zzed.uk/11707-bus
% zred.uk/11707-ownplace s zzed.uk/11707-0ws

5

A2 Sectors and business models in which enty
s zzed.uk/11707-sectors

A3 Alms and

A4 Skills and characteristics of entrepreneurs
e zzed.uk/11707-riskreward

o zred.uk/11707-dragonden

o zzed.uk/11707-Entrepreneurs

?,

Learning outcome B:
Understand customer needs and competitor behaviour throug

81 Market research methods

% zzed.uk/11707-focusgroup
4 zred.uk/11707-doto

82 Understanding customer needs
s zzed.uk/11707-needs

83 Understanding competitor behaviour
s zzed.uk/11707-MR

B4 Suitability of market research methods
& zred.uk/11707-BBC-MR

Learning outcome C:

Understand how the outcoms ational analyses may a.ff\

€1 PEST {political, eco echnological) analysis

{2 SWOT {strengths, weaknesses, opportunities, threats) analysis
% zzed.uk/11707-SWOTanolysis
@ zzed.uk/11707-5SW0Tanalysis2
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Business aims

Business aims are the long-term goals that E}usim}\:
surviving, making a profit, business growth. ‘

E-commerce

E-commerce is the process of selling and buying

Economic

Economic refers to money and trading in the ec

Entrepreneur

An entrepreneur is someone who sets up a busi

Limited liability partnership

i Alimited liability partnership is one that is incor
! Companies House and so th

wners have limit

Partnership

A business with woiand 20 owners,

PEST analysis

Political

: and taxation.

wilooks at external factors th
mic, social and technological.

ofitical refers to the government and governme

Primary ma

This is research that is first-hand. Examples incl
and observations. ‘

Primary secior

This sector is involved with getting raw material
farming and mining.

Private limited company
{Lid)

A business that is owned by shareholders; each
The most common form of ownership in the UK:

Qualitative

Qualitative data is data that is non-numerical. £
consumer opinions, interviews with specialists.

Quantitative

Quantitative data is data that has a numerical vz%
and tables. :

Secondary market research

This is research that has been previously collect
records, industry magazines and government st

Secondary sector

This sector is involved with manufacturing and t
products. Examples include furniture factories

ShEs

Small to medium-sized businesses. Businesses

Social enterprise

A business that has sthical aims. tissetupio
employment, heip the environment.

Sole trader

A business owned by one person.

SWOT analysis

An analysis tool that looks at a business’s curre
internal strengths and w: sses; and its exte

Tertiary sector

: This sector i

rvices and retsil. Exa
ons and transport.

Unlimited liability

- and the owner are legally seen as one identity.

ness is unincorporated then it has unlimi
means that the business owners are liable for an
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Activity 1

A,

Activity 8

A,

Activity 12

Micro: Jary's Florist — flower shop with about five staff and owned by Jan
Small: Auto Cars — a garage selling cars with about 20 members of staff :
Medium: Evans Kitchens — g business on the industrial estate selling and fit

Auto Cars :
This business was set up back in 1982. It was a micro business and the own

employees when the business started. They now empioy 19 members of st
by moving to a new, larger location. They sell maj al peopie, but th
from further afield.

wuch the stock cost before ordering it; this ¢
: a0 much stock, thereby spending monay unneces
or the business if the stock is ‘dated’ {such as food, which m :

The ownerd'd
@ T :

noteoid). :
&  The owner did not order enough stock, meaning that there was not en.;f::s
demands. This will mean lost sales for the business but could also mea§
unhappy and start shopping with competitors., f

The owner of the restaurant did not check the staff rota before a busy shift
®  There were not enough staff to serve customers. This could mean long:
which could result in unhappy customers and having to give refunds. T
business will get a bad reputation or bad reviews if customers have to §
happy with the service, resulting in a long-term drop in sales. it could &
are overworked and unhappy and, therefore, may lack motivation, ancﬁ
leaving for other jobs. 3

The owner of the factory has told one of her customers she can pay for her

this could mean that...

¢  She has to pay her debts before receiving any income. This may leave
she may have difficuity paying debts. Also, if she has told one custome
the month, then other customers may want this too, or they may be u
same terms.

A,

Dressmaker B. lcecreamv
Offers a speedy service such as Sells a.u i
an avernight dressmaking _ sauces, or
service ned sundaes

Barbers Potter F.
Open Allows personalisation of
pop- products
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