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1.4.1 The options for start-up and small businesses

Unlimited liability
Responsibility for the debts of the business 
rests with the owners
Capital
Money raised to start or develop a business

Deed of partnership
A document setting out the operations of  
the partnership
Sleeping partner
Someone who only invests in a partnership

Limited liability 
Responsibility for the debts of the business   
is limited to the amount invested
Shareholders
Owners of a limited company

Dividend
Money paid to shareholders from business 
profits

Advantages Disadvantages 

 Easy to set up
 Little finance 
required
 Full control
 Keep all the 
profits
 Financial 
information is 
private 

 Unlimited 
liability
 Business stops 
if ill or on holiday
 Long working 
hours
 Shortage of 
capital
 Skills shortage 
 No continuity 

Advantages Disadvantages 

 More capital 
available
 Easy to set up
 More skills 
available 
 Shared 
workload
 Financial 
information is 
private

 Shared profit
 Unlimited 
liability 
 Shortage of 
capital
 Slower decision 
making
 No continuity

Advantages Disadvantages 

 Limited 
liability 
 Continuity 
 Can raise 
capital more 
easily 
 Control over 
share sale

 Financial 
information 
available to the 
public
 Complex and 
expensive to set up
 Sale of shares is 
restricted 
 Dividends to be 
paid

Advantages Disadvantages 

 Smaller risk of 
failure
No need to 
plan/create a 
product as the 
business is 
already 
established

 % of profits are 
paid to the owner 
of the franchise as 
royalties even if 
sales and profits 
are falling
Less control over 
the business
Unlimited liability

Sole trader Partnership Private Limited Company (LTD) Franchise

1.4.2 Business Location

Proximity 
Means ‘nearness to’
Labour 
The people employed 
by the business to 
produce goods and 
services
Raw materials 
Materials needed to 
produce saleable 
goods and services
Transport 
infrastructure
The provision of roads, 
railways, ports and 
airports

Location:
refers to the place 
where a business is 

sited

Location 
factors 

Proximity 
to labour

Target 
market

Proximity 
to 

customers 

Competition 

Nature 
of the 

business 
activity

Impact of the 
Internet

Proximity 
to raw 

materials 

For many businesses, the decision of where to locate is 
one of the most important decisions it takes.  There are a 

number of factors that influence the location of a business

1.4.4 Business PlansBusiness plan
A simple plan which 
sets out the details of 
the business

Finance
The money needed 
to start the business

A business plan:
details how a business 

aims to achieve its 
objectives

Role and 
Importance 

of a business 
plan

The idea

Forecast revenue

Sources of Finance

Marketing Mix

Cost and profit Location

Cash flow forecast

Aims and objectives

Target market

Competition 

Purpose of a 
business plan:

 To reduce the risk 
of starting a business
 To help a business 
succeed



1.4.3 The Marketing Mix  - Price 1.4.3 The Marketing Mix  - Place

1.4.3  The Marketing Mix  - Promotion

Competitor pricing
A price is set based on 
prices charged by 
competitors
Cost-plus pricing
Adding a percentage 
of profit onto the total 
costs of making a 
product
Penetration pricing
A price is set lower 
than competitors
Skimming 
A high price is charged 
initially for those 
customers who want 
the latest products
Promotional pricing
Prices are reduced to 
give sales a boost

Physical 
distribution
Distribution of 
goods using a 
physical presence

Digital distribution
Distribution of 
goods and services 
digitally by 
downloading from 
a website
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Place is:
concerned with  

where the 
product is sold 
from and the 

distribution of 
goods

A business must take great care when setting the price of 
products and services.  Too low and the business won't 

make enough profit, too high and customers will not buy

Point of sale promotions
Price reductions, loss leaders, competitions, free samples
Advertising campaign
A series of advertisements often using different advertising media
Advertising media
The methods by which a business can advertise a product 

Aims of promotion

 To inform customers 
about a product or service

 To keep a business 
ahead of its competitors

 To create or change the 
image of a business, its 
products and services

 To maintain or increase 
sales

Factors 
affecting 
the price

The business.  If 
new, customers 
may not know 
the name and 

will be 
reluctant to 

pay high prices

The price 
charged by 

other 
businesses

The costs 
to produce 

the 
product or 

service

The 
income of 
the target 

market

Advantages of digital distribution Disadvantages of digital distribution

 Customers can access products 
and services 24/7
 Goods are downloaded so 
available quickly
 No physical product to deliver so 
the business saves money

 Not all goods are suitable for 
digital distribution  i.e. bread
 Not all customers have access to 
the internet
 Easier for illegal content to be 
copied and distributed which means 
the business loses sales

Advertising 
media

Radio 

Websites 

TV
Social 
media

Printed 
media

1.4.3 The Marketing Mix  - Product

Introduction
A product is first 
made available for 
sale
Growth
Sales are growing 
strongly
Maturity
Sales are at their 
highest level
Decline
Sales are falling

The product is a vital element of the marketing mix.  
The product or service must be something customers 

actually want.

Advertising a new product more widely can increase 
sales and extend the life of a product.

Reducing the price of a product can help to maintain 
sales and extend the life of a product.

Selling in new markets i.e. abroad, opens the product 
up to a wider range of new customers and so extends 

the life of the product


