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)  Smal l  Bus ines s  Start Ups (Part 2)  

1. Employing people in a small business 

As a small business grows it might need to employ new staff in order to increase 
output.  These can be part time, full time or temporary. 

New staff will need to be recruited and trained to perform jobs efficiently. 

A business has legal responsibilities towards its staff and needs to issue contracts. 

 

2. Competitors and how they affect a business 

Competitors can be large or small, direct or indirect.  New competitors can arrive 
at any time and they can provide a real challenge for small businesses. 

Competitors force a small business to think about its product range and pricing.  To 
be competitive, a business might need to try to cut its costs so it can be price 
competitive and profitable. 

However, if competitors already have loyal customers this can make a market very 
difficult to break into.  Ideally, competitive business would like to have a strong 
brand or a USP to make it stand out against its rivals. 

 

 

5. Finances: Costs 

When a business first starts up it needs to consider a range of costs: 

Set up costs Equipment, buildings, fixtures and fittings, registering a 
business, licenses and permits to trade. 

Running costs Rent, raw materials, marketing, insurance, loan 
repayments, wages and salaries. 

 

These costs can also be classified as fixed costs (don’t vary with output) or variable 
costs (vary with output) 

It is important for a small business to make sure it doesn’t experience cash flow 
problems (by running out of cash).  One way it can do this is by controlling its costs 
so they don’t get too high.  This is important because revenues might be low at the 
start until the business becomes established. 

One cost a business would be very interested in is unit costs – the costs of producing 
one product.  This is important when it is thinking about pricing it products. 

 

3. Corporate Social Responsibility 

Many organisations have an increasing focus on their corporate social 
responsibility – an understanding of how their actions affect a range of different 
stakeholders.   

For example, an organisation might source fair trade supplies to ensure workers in 
developing countries aren’t exploited and are paid fair prices instead. 

A business might also choose to be more ethical in how it treats its own workers (it 
might pay higher wages and provide more holidays than legally required) or it 
might avoids using single use plastics or avoid animal testing. 

Acting ethically can have a positive impact on sales, revenue and profits. 

 

4. Finances: Raising funds  

Small business can sometimes struggle to raise funds to grow with.  Banks and other 
organisations might see new business as being more risky and therefore charge 
more interest on lending.  

Different sources of funds include: 

Savings Money that an owner has saved up.  This could also come 
from redundancy payments. 

Bank loan Bank can provide a sum of money to start up with but 
they have to be paid back over time (with interest added 
on).  A business can’t miss its loan repayments. 

Partner funds  Taking on a business partner to help with the costs.  

Mortgage  Used to purchase property (a long term loan). 

 

 

 


