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)  Smal l  Bus ines s  Start Ups (Part 1)  

1. The project brief and initial business idea 

A project brief outlines the requirements of the task.  The brief for this unit of work 
looks at a business plan that describes the issues involved in setting up a new small 
business in a fictional location called ‘Anytown’. 

Business ideas can be based around supplying a product (either a good or a service) 
to customers.  The product should meet an identified need to there is sufficient 
demand for it. 

 2. Why businesses fail 

The failure rate for new small businesses is very high.  There are lots of reasons 
why a small business might fail.  These can include: 

 Poor business planning 
 Poor market research – not understanding customer needs 
 Poor product quality 
 Having the wrong location (no footfall) 
 Poor customer service 
 There are cash flow problems (running out of money) 
 The Pricing is too high 
 It has a bad reputation 
 The market is too competitive 

 

 

5. Stakeholders 

Stakeholders are people or groups who have an interest in how a business is run and 
how successful it is. Each group has different aims and will influence a business in 
different ways. 

The main stakeholders include the owners (profits or dividends), employees (job 
security, good conditions and promotion), suppliers (orders and regular payment), 
competitors (rival products), the local community (jobs, reduced pollution) and 
customers (high quality, low prices, choice and value). 

Business have to satisfy / deal with the different groups in order to be successful. For 
example, a business can’t ignore it customers or it won’t survive. 

 

 

3. A business plan 

New business start-ups need a business plan.  This outlines how the business will 
run.   

The different sections include: the business name and branding, market research, 
target audience, marketing, financing the business, employing people, production 
or operations, stakeholders and key competitors. 

A plan is important because it means an entrepreneur has to think about all the 
implications of starting up.  A bank will need to see a well thought out business plan 
if a business applies for a loan to start up.  Overall an effective business plan 
increases the chances of business success. 

 

 

4. Basics of business ownership 

New businesses have to have a form of legal ownership.  Each form has its 
advantages and disadvantages (e.g. sharing ideas but also profits) 

These can be: 

Sole trader – owned by one person (but can employ people) 

Advantages Disadvantages 
 Easy to set up – ideal for new 

owners. 
 Unlimited liability – responsible 

for all business debts. 
 Control over decisions.  Long hours / no holidays 
 Keep all profits.  Harder to raise finances 

 

Partnership – owned by partners (two or more) 

Advantages Disadvantages 
 Greater range of skills / ideas  Unlimited liability – responsible for 

all business debts. 
 Shared workload  Possible disagreements 
 More capital (money)  Have to share profits 

 

 

 


