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Business plan: feasibility study 

 

Introduction 

 

Starting one’s own business is an exciting undertaking and could be one of the most 

important decisions one makes in life. Entrepreneurship could be our future!  

 

Therefore, the first thing to do when developing a business idea is to transfer it to a 

document. This should be done in a simple and easily understandable manner so that, 

going forward, we are able to develop it into a full business plan. 

 

Also, when putting the business idea into practice, one fundamental element is the 

financial management, so it is important to be familiar with the main aspects of this field 

given that it can affect the business as much in the start-up phase as later on in its 

development.  

 

 

3.1. Study of product or service 

 

First steps 

 

Remember that to seize the opportunities that arise you will need to tell your students 

that they will have to be alert, to know associate creatively elements that may have no 

obvious relationship, and to have resilience and flexibility to take advantage of the 

situation effectively.  

 

 

The main “tool” for taking advantage of opportunities is a pro-active attitude (initiative) 

based in the necessity and disposition to actively seek out opportunities. 
 

 

Some of the activities that your students must start to carry out are the following:  

 

 Read, research, look up, listen and be on the lookout for potential opportunities. 

 

  Speak with shrewd and well-informed individuals and listen carefully to what 

they have to say.  

 

 Remain vigilant and attentive to events as much in the own professional field as 

in others’. Opportunities often present themselves on the edges of our field of 

work. 

 

 Maintain an active and open attitude. Try to free oneself from his/her typical 

modes of thinking and analyse things from different angles and points of view. 

Look for the less obvious connections. 
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Opportunities analysis 

 

The starting point of every business project is in choosing the type of business that an 

individual wants to take forward. Depending on the idea, a series of actions follow which, 

over the course of time, will result in the creation of the new business. 

 

The choice of idea is central in this process and should be studied in depth. In choosing 

the type of business wanted, many factors come into play. Some of these will provoke 

feelings of positivity, motivating the person to go for a specific option. Others will 

provoke the opposite feeling: acting as a “filter” of the possible alternative, less 

attractive ideas. For example, if someone is familiar with a specific market, she/he may 

elect to make his/her first steps in that sector. If however the posited business idea 

requires in depth technical knowledge or a high economic outlay, this may discourage the 

person from that particular course. 

 

Talk to your students about some factors which can determine them to choose a 

particular idea: 

 

 Opportunities in under-developed, newly created or high growth-potential 

markets. This is a particularly important factor if they are to choose a project to 

fill a gap in the market, orientating their business towards an existing need. 

 

 Technical knowledge about markets, sectors or specific businesses. This will be an 

important factor if their business project falls within a market of which they have 

prior knowledge, allowing them to use their insights to their advantage. 

 

 Simplicity of business. In this case the determining factor may be that they want 

to start their business project as a way out of their work situation. For this reason 

they choose a less complex activity. 

 

 

Study of product or service 

 

The first thing that your students must be clear about if they intend to work on their own 

and to create their own business is: 

 

 What will they do?, or  

 What service will they offer?  

 

To this effect, it is essential that they observe the changes and trends that occur in their 

business, economic and social environment. This way, they will be able to notice new 

needs that may be emerging and that could be addressed.  

 

You should talk your students about the activities that nowadays seem more profitable:  

 

 Services to companies, such as industrial design, quality management or foreign 

trade. 

 

 Advanced automatisms. 
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 Information and telecommunication services. 

 

 Genetic engineering applications. 

 

 Reforestation and gardening. 

 

 Environment and land management: pollution control and purification, waste 

treatment, regeneration of environments and alternative energies.  

 

 Health activities such as physical therapy, rehabilitation or services for the elderly. 

 

 Leisure and human development. 

 

Schematically, the steps which they should follow in order to create their own business 

are the following:  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The best case would be to provide a totally new product or service that no one else 

offers, but this is difficult to achieve; usually, we will need to compete with other 

companies which offer the same as us, therefore, we will need to try and differentiate 

from the others to catch the customers’ attention 

 

 

It is essential to consider that the success of the business depends not only on the 

product or service itself, but it also is very important the degree to which this product is 

able to meet customers’ needs, desires and preferences. Example: when buying a pizza, 

people not only do it because they like to eat it, but there are also other factors such as 

not wanting to cook, watching a football match on TV, having unexpected guests, etc.; 

thus, people don’t only buy the product, but what the product provides. 

Initial idea 

 
 
 
 

 

Reflection and development of the 
idea 

 

Initial market analysis 

Production of the Business plan  

Feasibility analysis of the 

company 

Analysis of the context  

Choice of legal form 

Search for funding 

Starting the activity 
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3.2. Market research 

 

Documenting the business idea 

 

Your students must know that the first step in developing their business idea is to 

transfer it to a document. This should be done in a simple and easily understandable 

manner, so that going further they are able to develop it into a full business plan. 

 

To document a business plan, the following questions should be answered in order: 

 

 

 General presentation of the business idea. Objectives. 

 

 Product / Service: What are we going to offer? What are we going to sell? What 

type of business will it be? 

 

 Market: to whom? 

 

 Production plan: how are we going to produce? 

 

 Sales plan: how are going to sell? 

 

 Necessary team: what skills will we need to bring together? 

 

 

Possibly, we have already gone deeper with our business idea and maybe we would be in 

a position to answer the following questions also: 

 

 

 What data do I have about the market I want to enter? 

 

 What similar products or services already exist in the market? 

 

 Have I classified the potential client base of my new business? 

 

 Do I know the material requirements of production/manufacture? 

 

 Have I clarified whether I will need to employ people? What will be their 

characteristics? 

 

 Have I decided on the type of business I want to establish: sole trader, limited 

company, etc.? 

 

 Have I thought about how I am going to finance the project? 

 

 

Once we have defined our business idea we need to stop and complete an evaluation that 

will confirm, as far as is possible, whether we are on the right track or whether we should 

drop the idea and start thinking about a new one. If the latter is true, it is much better to 

find out now rather than later when we have expended much more time, energy and 

possibly even money. 

 



7 

 

Market research: evaluating the business idea 

 

Analysing the market and the environment in which the new business will be located, we 

must ensure that there is demand for the product or service that we want to offer, and 

that this demand is high enough to reach the minimum sales which will do our business 

viable and profitable. 

 

 

ISSUES THAT WE MUST CONSIDER 

 

The company will be dedicated to… 

 

My customers will be.. 

 

In the market I will find competitors like… 

 

I trust in the success of my business because it differs from the others in… 

 

My product/service will be characterised by… 

 

My strong points are… 

 

My weak points are… 

 

I estimate the benefit for the first year in… 

 

Funding: 

 

- The money that I need to start my project will be approximately… 

- Do I have money enough to start the activity and bear the initial stage in which 

expenses will surely exceed the income? 

- Where do I turn for to get what I miss? 

- What do I risk if the project fails? 

- Legal form of the business: besides myself, I will need the cooperation from… 

 

 

Unfortunately no tool exists that can tell us with certainty that we are going to succeed. 

However, we do know that successful businesses have some of the following 

characteristics: 

 

Newness: they have an element of originality as seen in emergent sectors in services, 

protection of the environment, new technologies, etc. 

 

Increased market demand: having a clear orientation towards the market and the 

circumstances that have created the need. They are specialised in a specific sector of 

clients and offer added value for the user that differentiates them from their 

competitors. 

 

Profitability: economically viable in the medium term allowing them to generate 
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sufficient resources to finance the subsequent growth of the company. 

 

Skilled employee base: benefiting from the work of professionals dedicated to the 

project. 

 

Organisation: the start-up is based on a detailed planning, following a business plan 

and possibly even a contingency plan (which lays out the process to follow if things go 

wrong). 

 

 

 

 EXERCISE 

 

 

 

 

 

 

 

 

 

 

 

 

Questionnaire A for evaluating a business idea 

 

1. The product or service has potential customers at a reasonable price. 

2. You can make the product or provide the service with an acceptable cost. 

3. The product or service has something really distinguishing. 

4. There is a clear need in the market. 

5. There are sufficient own or others’ resources. 

6. You have some experience in the business and in the economic sector. 

7. Potential clients are already defined. 

8. You really are excited about going into business. 

9. You are willing to work hard and for long. 

10. Your family shares your enthusiasm and supports you.   

 

 

Questionnaire B for evaluating a business idea 

(For products / services which intend an exclusive market position) 

 

1. The product or service is clearly innovative. 

2. You know that the product or service is attractive to customers. 

3. The product or service distinguishes from competition. 

As useful tools to assess a business idea, you can use with your students the models of 

questionnaire which you can find below. Bear in mind that the model B is more oriented 

towards products/services which intend to occupy a more exclusive position in the 

market. 

 

Both in model A and in model B you must rate from 1 to 5 the different issues shown, 

taking into account that 1 is the lowest score and 5 the highest.  

 

Afterwards, to interpret the results you must add all the scores: if you get a total of 40 

points, you can go on in the project development; if you get between 30 and 40, it is 

necessary you to improve the business idea; and if you get less than 30 points, it would 

be good you to review your idea.  
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4. It is a growing sector. 

5. The product or service meets clear needs. 

6. The product or service is for clients who can afford it (niche market). 

7. You know the sector in which you operate. 

8. You know very well how to produce or provide the service. 

9. You know your potential customers. 

10. You like the product or service and the potential customers. 

 

 

 

Another resource to assess a business idea is to consult people of confidence in the 

sector, who can report about key issues such as those related to commercialisation.   

 

If the results from these assessments are right, it can be said that we are in a position to 

move forward and to take the next step: elaboration of the business plan. 

 

Contents of the market research 

 

A market research must consider the following issues:  

 

 Characteristics of the sector. The sector where our product or service is going to be 

located must be deeply analysed. This analysis has to include the study of the sector 

growth forecast, its concentration or fragmentation, the new trends, etc. 

 

 Potential customers. It must be analysed who are and who will be our potential 

customers, and group them into homogeneous categories. It is necessary to study 

which will be the behaviour of our future customers towards our product or service, 

and to analyse which will be their decision and purchase (price, quality, service, 

attention, etc.) 

 

 Competition analysis. It must be analysed the type of competitors that we will face 

and which are their strengths and weaknesses regarding price, quality, service, 

attention, etc. 

 

 Barriers to access the market. We have to analyse the barriers to access the market 

since it is an essential aspect in the viability of our business project.  

 

In Module 5 (5.2. Preliminary steps) you will get the example of several kinds of analysis 

(competition analysis, wider environment analysis and SWOT analysis) you can do that 

will help you reflect on your business idea and develop it. 

 

 

3.3. Elaboration and development of the business profile or business plan 

 

Elaboration of business plan 

 

Once clarified the business idea, the next step is the development of the business plan. 

This is something that should be done with the greatest care and attention given that a 

properly completed business plan can serve to reinforce the business itself in practice. 
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The business plan is the document that will reflect the content of the business project 

planned to put into practice. It will encompass information that will span from the 

definition of the idea that is to be developed, to the concrete form in which that idea will 

be executed 

 

 

But how does a business plan help? 

 It allows conducting an exhaustive study of all the variables that might affect the 

business opportunity, providing necessary information on its viability. Once the 

business is up and running, the business plan will also serve as a tool to detect 

possible deviations from projected targets. 

 

 It serves as a presentation that can be made to third parties: banks, investors, 

public organisations, and other interested parties when it comes to looking for any 

kind of collaboration or funding.  

 

Whilst drawing up the Plan, one has great freedom of choice according to the type of 

business activity chosen, the sector characteristics and even the proposed physical 

location of the property. However, there are certain basic aspects that should be taken 

care with, such as the vocabulary or the structure, given the Plan will also possibly be 

used as the business presentation. 

 

Present this information below to your students; it is an outline of the content that 

should be covered in a business plan that can be used as a guide: 

 

 Objectives of the business project and introduction to its key players: 

- Definition of the project’s general characteristics. 

- Introduction to the key players: training, business experience, etc. 

 

 Business activity: 

- Description of the characteristics of the company´s product / service. 

- Identified needs relating to the product / service in the current market. 

- Differentiating qualities of the product / service in relation to the competition. 

- Relevant rules and regulations that cover the production or sale of the product or 

the provision of the service. 

 

 Market characteristics:  

- Description of the market towards which the product or service will be directed: 

size, location, client types, current and potential market demand. 

- Projections of market evolution. 

- Identification of market competitors, their characteristics, market position, 

advantages and disadvantages of the product / service in relation to the 

competition. 

- Predicted market share. 

 

 Production: 

- Setting out of the manufacture process. 

- Selection of the necessary installations and machinery. 
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- Raw materials, suppliers and basic supplies. 

- Quality control. 

 

 Sales: 

-  Presentation of the product or service. 

-  Determination of pricing. 

- Distribution channels. 

- Promotional activities: advertising, catalogues and discounts. 

- Sales projections. 

- Guarantees, technical services and post-sale services. 

 

 Location: 

- Location criteria. 

- Land, buildings and installations. 

- Communication and infrastructure. 

- State grants available in the location. 

 

 Staff: 

- Jobs that will be created. 

- Distribution by category and assignation of responsibilities. 

- Profile of the individuals sought: skills and experience. 

- Personnel selection process. 

- Forms of contract to be used. 

- Projections of employment growth. 

 

 Financing: 

- Economic needs of the project. 

- Identification and selection of financing sources: public/private bank, leasing 

companies, etc. 

- Finance plan: investment plan, finance plan, accounts projections. 

- Profitability of the project. 

 

 Legal aspects of the project: 

- Choice of legal classification of the company. 

- Administrative processes to follow. 

- Company obligations: accounting, fiscal and industrial. 

 

 

Risk assessment of the business plan 

 

Once the business plan has been elaborated, the risk in its implementation should be 

assessed. We need to carefully analyse the risks and the potential adverse circumstances 

that may affect the company, staff, and acceptance of our product or service in the 

market; the delays in launching the product or service; obtaining of needed financial 

resources. 

 

Risk assessment must also refer to external factors such as recession, emergence of new 

technologies, reaction of competitors, change in demand, etc.; besides, the possible 

corrective measures which may be applied must be reflected.  
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3.4. Human resources 

 

Importance of the human resources 

 

A company has varied and quality assets; but the best asset, the most valuable aspect of 

the business, is the people that work there, the human resources (HR.) It is through the 

proper management of these resources that the company will produce more and better 

(with special emphasis on quality productivity). 

 

 

Human resources are defined as the collection of workers and employees that are 

part of a company or institution and who are characterised by the performance of 

a variety of tasks specific to each sector 
 

 

HR. can also be understood as the system or process of management that is concerned 

with selection, contracting, training, employment and retention of the personnel of the 

organisation. All these tasks can be carried out by a single individual or an entire 

department. 

 

When it comes to contracting employees one will always be looking for the best. This 

does not necessarily mean they will be the “number one” or those that have the best 

qualifications: it is much better that they be the most appropriate for each role. This 

means it is very important to carefully design each job role in the business. It should be 

detailed what knowledge, skills and abilities each role will require to be performed 

effectively. The selected employees will then be able do their jobs to the highest standard 

because they are the ideal candidate each of their roles. 

 

Students who are interested in entrepreneurship should take into account that there are 

four essential objectives that should be kept in mind to achieve an efficient HR 

management in a business: 

 

 Motivate the employees so that they feel identified with the business, its 

objectives and functioning. 

 

 Keep the best staff so that they stay working for you rather than working for the 

competition. 

 

 Employ the best candidates, the most appropriate for each job role. 

 

 Support the workers on a personal and professional level. It is important that they 

feel fulfilled in every sense so that they carry on identifying with the company. 

 

On a practical level, HR management can be understood as a temporal process with the 

following stages: 

 

 Attract the best candidate. Once each role has been carefully designed, an 

appropriate selection from the candidates should be made. To do this, the 

employer should always have in mind the highest performance credentials that 
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will make the performance of each individual efficient and productive in their role. 

To keep expectations realistic, it is important to study the labour market amongst 

other companies in the target sector. 

 

 Retain the best employees. It is important to identify those that provide talent 

and value to the business. Those that integrate properly and become essential 

assets. You should make them feel connected with the work they perform and 

that they feel their expectations are being satisfied: fair remuneration, 

professional recognition and the chance to reconcile home and work life are 

several possibilities to help achieve this. 

 

 Empower employee performance. People have dreams and objectives they want 

to achieve and within this, professional ambition is a key driver in performance. If 

we make our employees feel that they can achieve their personal objectives 

through their work development, their professional performance will be of quality 

and both the business and the individual gains. This can be done by encouraging 

and facilitating training, by proposing new challenges, offering them the chance to 

develop an on-going professional career, etc. By identifying continually improving 

performance in an individual we can help identify their key individual “motivator”. 

 

From a practical point of view we should have an understanding of some basics in 

relation to HR management: social security, salary payments, etc. For these it is 

necessary to know the relevant aspects of the law. Some persons think it is better to 

have experts dealing with this subject, and can always contract the service externally by 

way of a consultancy firm who will complete the various bureaucratic processes on their 

behalf. 

 

HR organisation 

 

Even if the company is small, it is important to make a detailed description of the 

functions of all jobs, either it is one, two or twenty. For each job it is necessary to 

describe the demanded experience, responsibilities, functions and specific tasks involved. 

 

It is also important to think about the ways of hiring, remuneration, holidays, human 

resources policy (training, professional promotion, equality policy, social issues, etc.) 

 

Finally, it is convenient to draw an organisation chart collecting the different occupations.  

 

 

3.5. Producing a product or service 

 

Identification of the productive process 

 

The evolution of the concept of quality in industry and services show that we come from 

a prior stage, where control was only carried out at the end of the process, separating 

good from bad, to another stage where control is applied to productive processes; this 

approach is called total quality, where defects are not only corrected of reduced but they 

are avoided before they occur.  

 



14 

 

In order to reach total quality it is necessary to overcome a series of difficulties in the 

daily work. We need to solve variations or deviations in the processes and to improve in 

a standardised way the productive methods. Thus, the best thing to do is to plan the 

production system: what is going to be produced? How? With what processes, material, 

equipment? Which staff is necessary? How long will it take? How much will it be? 

 

 

Production is the means by which economic goods and services are created.  

 

 

 

As you are producing, you will need to measure, that is, obtaining real data to compare 

them with projections. This comparison will guide you about the corrections that must be 

done in the productive system to ensure the fulfilment of aims and the future of the 

business.  

Basic aspects to consider when planning the productive process are:  

 

 Make drawings, diagrams, measurements, material, etc. of the good that is going to 

be produced. In the case of a service, it must be clearly defined what will be delivered 

in the end.  

 

 Establish the minimum amount of needed stages and staff -taking into account that 

they will directly affect business costs and profit- to get a quality product or service.  

 

 Identify characteristics and amount of assets to be used for each product unit. These 

are an important part of the productive process, as they directly affect final quality 

and price.  

 

 Specify in a written form the way to perform each productive stage and the needed 

time to perform it, so that all persons implied will work similarly and results obtained 

will be always the same, since customers expect to always find the same quality in the 

product/service offered. 

 

 Costs associated to the production of each unit or to the provision of a service, 

starting from the aspects previously identified. 

 

 Define the supply chain management.  

 

Before going in the market with a product or service it is recommendable to make a test 

and ask for opinion to close persons who will talk sincerely. This way a feedback will be 

obtained -as long as we correctly use the information provided-, and we will be able to 

make appropriate modifications before launching the definitive product or service.  

 

Description of a productive process 

 

As a trainer, you must explain your students that they must pay special attention to the 

following aspects when describing the productive process (which will also serve to 

complete the business plan):  
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 For products, they must start considering the time needed for research and 

development and the needs for investing in human resources, laboratory, samples, 

prototypes, etc. For services, a detailed description will be done of the procedures and 

technical needs for a concrete service provision. 

 

 Geographical location of facilities, advantages and disadvantages of the selected 

option in terms of qualified workforce, human resources costs, incentive to location, 

environmental legislation, nearness to raw material, accessibility to facilities, etc.  

 

 Needed buildings and land, possibilities of expansion, acquisition system, maintenance 

expenses, plant design and estimated cost of facilities.  

 

 Needed equipment for manufacturing products or selling services, characteristics, 

models, acquisition formulas, production capacity, estimated cost, acquisition schedule 

and duration of productive equipment.   

 

 Detailed description of the productive process, from the reception of the raw material 

to the storage and expedition of products. A comparison with other companies of the 

sector must be done, as these will presumably be our direct competitors, emphasising 

the advantages of the new investment.  

 

 Strategy of the productive process, decisions for subcontracting, definition of the 

subcontracted qualification and expenses, description of the production plan in terms 

of volume, cost, workforce, raw material, stock management, etc.  

 

 Description of the quality control processes, inventory control and inspection 

procedures that ensure minimum expense and avoid problems with customers’ 

dissatisfaction.  

 

Control of the production costs and benefits 

 

For the proper monitoring of production costs, which will positively affect the business 

benefit margin, it is necessary to identify and classify them.  

 

 

A cost is a monetary valuation of the expenses incurred in the obtaining of a good or 

service. It includes material, workforce and indirect manufacturing expenses.  

 

 

It is not easy to know how will be the production costs, because it is necessary to take 

into account all the costs involved in the production of the good or service; therefore, the 

first thing to do is to identify the different types of costs.  

 

According to their relationship with production, they may be: 

 

 Direct: those which are clearly identified with a service manufacturing or production 

process. For instance, the raw material used for manufacturing of handcrafted 

products, or the salary of a teacher hired on hourly basis as a driving instructor. 
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 Indirect: those which cannot be identified with the production of a specific good or 

service, but that constitute a cost applied to general production. For instance, electric 

energy, water or gas.  

 

According to the variation occurred depending on the amount produced, they may be 

classified as:  

 

 Fixed: those which remain practically without variation in different levels of production 

and sales. 

 

 Variable: those changing proportionally to the amount produced or sell.  

 

According to these classifications, costs may be, for example, direct and fixed at the 

same time (such as the monthly salary of a company worker) or indirect and fixed (such 

as the renting of facilities). 

 

Knowing costs and control them properly allows offering a competitive price. Costs will be 

controlled when they are covered by the income generated. 

 

Thus, the so-called break-even point is when there is no profit or loss, because the total 

income is equal to the total costs. 

 

 

Income = variable costs + fixed costs 

Variable costs = unitary variable cost x amount 

 

 

The break-even point is the amount we need to sell to cover fixed and variable costs at a 

determined price. It can be calculated with the following formula:  

 

 

Amount to sell = fixed costs / (unitary price – unitary variable cost) 

 

 

Or, right the opposite: the break-even point is the minimum price needed to cover the 

fixed and variable costs, calculated through the following formula:  

 

 

Minimum price = ((unitary variable cost x amount) + fixed costs) / amount 

 

 

However, what we want is to get a profit, therefore the final price of the product must be 

higher than the minimum price corresponding to the break-even point. Thus, to calculate 

the final price starting from the minimum price, we must add an amount corresponding 

to the profit percentage we want to obtain.  

 

 

Final price = minimum price (from the break-even point) + profit margin 

 

 

This done, we should compare the resulting price with the one existing in the market; if 

needed, we should carry out the necessary adjustment. 
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 EXERCISE 

 

Imagine that you own an eco-friendly carwash business with one employee. Identify all 

the possible costs and classify them in direct/indirect, fixed/variable. 

 

 

 

 EXERCISE 

 

Imagine that your eco-friendly carwash business can carry out a maximum of 500 

services per month and that each service has a variable cost of €2. If the monthly fixed 

costs are €2,000, what would be the minimum price that should have each service to 

avoid losses, and the final price to get a proper profit margin? 

  

 

3.6. Economical and financial issues 

 

Before launching a business, there are various aspects of the accounts that should be 

evaluated in order to know whether we are going to generate profits or losses (at least in 

principal). Let your students answer the following questions: 

 

 What is the initial investment in your business? 

 How much do you expect to earn or sell each month? 

 How much money will you need to pay out each month? 

 How much will be left each month after paying all costs? 

 How much is needed to maintain operation of the business? 

 How much and at what point will you need to borrow? 

 How much additional investment funds will be required in the coming years? 

 How long will it take to recuperate the money invested (amortisation)? 

 

All these elements have different terms associated with them: capital, investments, 

provision of funds, amortisations, loans, debt expiry, subsidies, credits, etc.  

You can find the meaning of some of these terms in the Glossary. 

 

Basic accounting 
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Accounting is the practice that establishes the rules and processes for registering, 

quantifying, analysing and interpreting the financial facts that affect the business. It 

provides us with useful, reliable, timely and accurate information to control the evolution 

of the business and assist us when we need to make decisions. In order to begin 

understanding accounting, the first thing you need to know is the principal formula that 

forms the basis of accounting operations: 

 

 

Assets = Liabilities + Capital 

 

 

Assets: all the resources that the business own. Some examples of the assests of a 

business would be: 

 

 Money deposited with the bank. 

 Furniture in the office.  

 The selection of products available for sale. 

 The equipment or machinery used in day-to-day activities.  

 Office equipment such as computers, printers, telephones, etc.  

 Rights, patents, shares, bonds, etc. 

 

Liabilities: represent all the debts the business has, with suppliers, banks, etc.  Some 

examples:  

 

 Debts with material suppliers. 

 Loan debt with Banks.  

 Employee’s salaries pending for payment.  

 Taxes pending for payment. 

 

Capital: consists of the economic contribution made by the company owners 

(shareholders) and the profits that remain in the company from previous periods after all 

the debts have been serviced (retained profits).  

 

The basic accounting formula applies throughout the life of the business thanks to an 

accounting principle known as double entry. The principal dictates that every completed 

transaction affects at least two sub-accounts within the accounts. The three sub-account 

categories are: Assets, Liabilities and Capital.  

 

You can explain this example to your students:  

 

Imagine that you want to set up a business operating from home and for this purpose 

you have set aside €1,000. By contributing those €1,000 you would be affecting the 

Asset account titled Cash and at the same time and account called Capital. The equation 

would be as follows: 

 

Assets  Liabilities  Capital 
€1,000  = €0 + €1,000  

 

Imagine you now take out a loan for the business of €1,500. By adding this to the 

business you would be affecting the Cash account which belongs to Assets as we have 
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already seen. Also affected is a Liabilities account that we can call Loans Outstanding. 

The equation would be as follows: 

 

Assets  Liabilities  Capital 
€2,500 = €1,500  + €1,000 

 

Now, from the €2,500 you have in Cash (Assets) you use €1,300 to buy some 

computers. Now you are affecting two accounts under Assets: the Cash account (from 

which you withdraw €1,300) and another that we can call Office Equipment (to which you 

add the €1,300 invested in computers). The equation stays the same as before given 

that both accounts affected are Asset accounts: 

 

Assets  Liabilities  Capital 
€2,500 = €1,500 + €1,000 

 

The detail would be shown as below: 

Assets  

Cash €1,200  

Office Equipment €1,300  

Total assets  €2,500 

Liabilities 

Loans Outstanding €1,500    

Total liabilities  €1,500  

Capital 

Shareholders’ Funds €1,000    

Total capital  €1,000  

Total Liabilities & capital   €2,500  
 

This way of presenting the Assets, Liabilities and Capital is known as the Balance Sheet. 

 

 

The Balance Sheet reflects the worth of the business at any given time. As such, it 

ensures a precise knowledge of the economic evolution of any business Project 

 

 

 

Another tool used to complete the accounts is the Profit and Loss account. This 

summarises all the income and costs of the business over a specific period and is 

designed to indicate definitively if you have made or lost money. 

 

 

When the Profit and Loss account is positive, a profit has been made. 

 

When the Profit and Loss account is negative, a loss has been made. 

 

 

 

Entries in the Profit and Loss account can be divided as follows:  

 
 

 Income from sales  
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 Costs arising from operational activity.  

-operational, made up of:  

 

 Financial income such as interest received.  

 Income from non-business activity such as sale of fixed assets.  

 Interest costs from bank obligations (loans)  

 Revaluation of Assets (applying to anything the company owns such as money 

in the till, debts owing to the business, machinery and property) and of 

Liabilities (obligations acquired for financing from third parties and other debts).  

 

The sum of both types of results is what is called “Results before tax” and once you know 

this you have the definitive profit or loss of the business in that time period. 

 

 

 

It is important that you or one of your possible partners is able to analyse and draw 

conclusions from the accounts about the state of the business. 

 

Depending on the complexity of the business, it may be necessary to employ an 

accounting professional to manage compliance with the relevant accounting obligations 

in the Code of Conduct for each type of business activity 

 

 

In the case of entrepreneurs that work on a self-employed basis, the accountancy 

requirements are minimal, demanding simply a permanent register of income (according 

to invoices issued), a permanent register of costs (invoices received) and a register of 

investment assets should there be any. Each of these registers constitutes the so called 

account Ledgers and they should comply with the requirements imposed by the relevant 

authority. 

 

 

3.7. Commercialisation and marketing 

 

Marketing is a work philosophy that must cover all the activities of a business. If we 

identify an unsatisfied desire, develop a product that meets that need at an optimal price 

and communicate it through a suitable advertising, selling the product will be much 

easier. 

 

 

Commercial strategy 

 

The so-called commercial strategy is the plan that your students must have to launch 

their products or services to the market and survive throughout time. Without it, they 

may easily throw their business off track. It is a combination of tools that will allow them 

to reach the market they are looking for. These tools may be summarized in the “5 Ps” 
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Product 

 

The product is a combination of its tangible characteristics and attributes (form, size, 

colour, etc.) and intangibles (brand, prestige, business image, service, etc.) that the 

buyers accept as something that, in principle, is something that will satisfy their needs. 

 

In marketing, a product will not be considered as such unless it satisfies a need, a desire 

 

There is a current tendency towards the idea that the service aspect should be ever more 

incorporated into the product as a means of being more competitive and achieving 

greater market share. For example, through a technical assistance service.  

 

Price 

 

There are different ways to set the price of a product: according to the competition, the 

willingness of the client to pay (more difficult to determine but a more exact formula 

given that a product is worth what people are willing to pay for it), or the profit margin 

that we want to achieve.  

 

In any case, to set the price of our product/service we should be clear as to the costs 

associated with it. Only with these will we be able to calculate the profit margin that we 

will achieve at any given price. We will also know when we are earning or losing money 

along with the level of discount we can apply. 

 

 

Margin = Price – Unit Cost 

 

 

"5 Ps" 

Product 

Price 

Promotion Place 

People 
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Price is also a means of competing in the market. However, we must be careful not to 

get involved in a price war: the competition can also reduce their prices and the process 

may repeat itself until everyone ends up losing out.  

 

One common practice is to reduce the unit price according to volume of sales. This can 

incentivise consumers to buy more and as such increase sales. However, to follow this 

idea we should know the unit cost of the product and establish in advance the amounts 

and prices per batch. 

 

Promotion and publicity 

 

Regardless of the quality of the product /service we are planning to offer, it will not be 

easy to sell it if the clients do not know that it exists. It is through publicity that the 

product becomes well known, that potential clients can identify our products, their 

attributes and qualities. It is publicity that keeps us in the thoughts of our consumers.  

 

When we set out our publicity plan, we must keep in mind three main goals: 

 

 Making our product and its qualities known to the public.  

 

 Increase sales.  

 

 Position or fix our brand in the minds of consumers.  

 

Coming up with a message that is strongly identifiable with our product or business can 

be a key difference in relation to the competition as long as certain other conditions are 

also fulfilled 

 

The publicity message should attract people’s attention, be original and easy to 

remember. It is fundamental that it transmits the specific advantages or benefits of the 

product.  

 

Once we have come up with the message, we should choose a medium through which to 

transmit it: flyers, radio advertisements, advertisements in magazines or newspapers, 

posters in public places, presentation files or cards, web pages, etc.  

 

However, once we have achieved a certain number of clients, one of the best ways to 

publicise and achieve more sales is through so called “word of mouth”. The key 

advantage of this kind of publicity is that it will always be more credible than a publicised 

advert because it is a real positive experience transmitted from a client to a person close 

to them. As such, it is slower but more effective. 

 

Place (sales location or Marketplace) 

 

Sale channels are the medium through which the product reaches the consumer from the 

producer. It is recommended not to limit oneself to a single sales channel but rather 

choose several in order to increase the chances of reaching the client.  
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Among the most common sales channels are: own stores, sales points in self-service 

chains, independent sales representatives, agencies or brokers (working on commission 

without title to the property as with insurance brokers), commission-based sales 

representatives (working as direct employees of the company), commercial fairs and 

Internet. 

 

To correctly choose the sales channels the following aspects should be taken into 

account:  

 

 Which medium will help reach the most potential clients.  

 The associated cost of each channel.  

 Advantages and difficulties of the use of each.  

 The image that the channel might transfer to the product/service.  

 The possibility the channels offer of maintaining an enduring relationship with 

clients.  

 

The use of internet usually implies a direct distribution. If we use this channel we must 

ensure that the website used is attractive and user-friendly. 

 

People 

 

People do not only refer to our potential customers, but also to the persons working in 

the company (owner and staff, if any). This concept acknowledges that each person owns 

a certain capacity within his/her influence sphere. For example, if one person has had a 

good experience, not only during the buying process but also after it, it is likely that 

he/she will buy in our business again, and furthermore, he/she will recommend our 

product/service to other persons.  

 

To a certain extent, it may be related to the customer service, as any business is 

composed of persons (staff) who carry out the service and assist other persons 

(customers): one of the ways to differentiate from the competition and improve the 

quality of our business is to offer an after-sales service. The service also helps to gain an 

insight into the client’s final perception of the product, their satisfaction level and the 

areas in which we can improve. 

 

These are some ideas of post-sales activities that your students might include in their 

business:  

 

 Complaint management.  

 Necessary training for the use of the product/service.  

 Installation service.  

 Query assistance via telephone or Internet.  

 Preventive maintenance service.  

 Repairs.  

 

 

Customers’ analysis 

 

The most advisable way to make a proper study of the clients is via segmentation 

criteria.  
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To segment is to group market individuals according to similar habits (homogeneous) 

 

 

 

 

Market segments are those groupings of consumers of a determined category of products 

or services that, with respect to various consumer and habit variables, show 

homogeneous behaviour between themselves and heterogeneous behaviour with respect 

to other groupings 

 

 

According to Philip Kotler (economist and marketing specialist) the following 

requirements must be fulfilled in the segments:  

 

 Identifiable. 

 

 Measurable: in terms of size, purchasing power, and characteristics of the segment. 

 

 Substantial: the segment must be large and profitable enough to be considered.    

 

 Accessible: the segment must be reachable and dealt with efficiently.   

 

 Distinguishable: the segment must be conceptually distinguishable and must respond 

to different combinations of elements and marketing programmes in a different way. 

 

 Actionable: it is possible to formulate effective programmes to attract and deal with 

the segment.  

 

There are different segment formats: 

 

 Geographical: region (North, South, East, West); size (less than 100.000 inhabitants, 

etc.); population density (urban/rural); climate (cold, warm, etc.). 

 

• Demographical: age; gender; no. of family members; education; marital status; size 

and weight; religion; birth rate; mortality rate; growth rate; location of the 

population; family life-cycle. 

 

• Socioeconomic: income; social status; occupation; education level. 

 

• Psychographic: activities; interests; opinions; personality; personal values. 

 

• Life style: attitudes (how does consumption evolves if prices go up?); purchasing 

reasons (biological needs, psychological needs –such as self-esteem, status, etc.-).  

 

Once the distinct segments have been identified, we might decide to adopt one of the 

following marketing strategy types to modify the one we already have:  
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 An undifferentiated strategy. Directing the same product to the whole market 

whereas before it was only directed towards a specific sector. For example, Coca 

Cola: their product is directed towards all consumers, all over the world, regardless 

of social class.  

 

 A differentiated strategy. Distinguishing homogeneous consumer segments towards 

whom directing the product and elaborating a specific marketing mix of activities. 

This would apply to Mercedes cars, for example, that have moved on from targeting 

only adult consumers and are now also targeting younger market.  

 

 A concentrated strategy. Focusing on a specific niche in the market or several market 

niches. For example luxury brands: they concentrate exclusively on a determined 

segment of the market, this being their “hallmark”.  

 

 

Customer loyalty 

 

The primary source of income for any business is its clients. This is why we must use all 

tools at our disposal to ensure the clients want to continue consuming our products.  

 

Loyalty building is ensuring the clientele remain confident in our brand, product or 

business 

 

You should encourage your students to foster a good relationship with the clients in order 

to build loyalty. Their satisfaction will increase their willingness to buy and will help 

attract new clients. Students will be faced by a market where the offering is ever 

increasing and differentiation between brands is reducing all the time. As such it is 

important to have a strategy that allows them to retain their clients.  

 

To improve the loyalty of clients to the business it is vital to construct lasting 

relationships with them. It goes without saying that it is not necessary to know 

personally all of the clients but if we get to know their likes and needs and how our 

products satisfy these elements, we will have established a good relationship with them.  

 

After completing the sale it is important to create long-term relations of confidence. 

There are various elements upon which we can base that confidence, one example being 

the psychological connection. Making a purchase carries with it an associated emotion. 

The more satisfying and pleasant that emotion is, the longer it will remain in the mind of 

the buyer. The idea is to make the client feel contented. They will then have good things 

to say about us and our products to others.  

 

Another element would be the added value and differentiation of the product. A client will 

always feel “lucky” when they buy a product that has that something extra. If we are 

selling a cleaning product for example and it includes a small device that helps in the 

application of the product (there is no need for the “extra” to have an excessive cost), 

the clients will know they have made a more complete purchase and we will have 

differentiated from the competition.  

 

Repaying the loyalty of the client can also be a great way of building their loyalty, for 

example, creating a card of points. The client will see their purchase as rewarded, which 
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will provoke a positive emotion and a certain connection with our business. This in itself 

increases the likelihood they will be back to visit in the future. 

 

You can provide your students with the following ideas on how to sell better and more: 

 

HOW TO SELL MORE 

 

Study your clients and gain their confidence 

The way you present yourself and the questions you ask to find out their needs and 

expectations will reveal to clients who you are, how you think and most importantly it 

will gain their confidence. You should also put yourself in their position, “put yourself in 

their shoes”. It is a big mistake to think that customer service is a standardised activity 

and that the same tactics work in satisfying everyone’s needs. People are special and 

unique and they want to be treated as such.  

 

Offer the chance to try your products  

This is an ideal opportunity for the consumer to get to know your proposals and to find 

out how they are made. This shouldn’t be understood as “working for nothing”. You have 

to be sure that afterwards the client will be offering more than just gratitude.  

 

Demonstrate that you are the best option on the market  

When you complete the first “job” for your client (your first sale) do not forget to offer 

them updated information about the product/service. Show them that you are doing 

everything possible to achieve a mutual benefit. This will create a better relationship 

with your clients and they are more likely to come back to you in the future.  

 

Offer a complete experience  

Your goal should not be to offer the most perfect service possible but rather to go 

further than that and provoke “sensations” in your clients. In use of your services, the 

clients should experience enjoyable feelings and should be surprised by a level of 

attention superior to that which they were expecting.  

 

Never allow a client to leave angry 

In the business world there is a saying: “A happy client will tell two friends. An unhappy 

client will tell ten.”  

 

Keep communication open 

Communication and a step-by-step approach are the basic rules for guaranteeing a long-

term relationship with your clients. It is wrong to think that client attention and service 

end once the consumer takes the product or uses the service. To be able to offer what 

they need in future it is necessary to find out their opinion, level of satisfaction and 

perspective.  

 

 

Also, you can provide student with some practical advices that will help them build 

loyalty in their client base:  

 

 Make promotions to win clients and ensure loyal clients inform their friends and 

family. This offers advantages for all and helps multiply sales in the business.  
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 Make agreements with other brands or businesses to launch joint promotions. In 

buying a product in another establishment the client receives a discount for a 

purchase in ours and vice-versa. It is important that all the products concerned have 

maximum quality levels so that the clients are satisfied.  

 

 Organise raffles of products or holidays. For every product purchased in our 

establishment, the client will have a participation in a draw. The more they buy, the 

more chance they have of winning.  

 

 Give good clients a little something extra with their purchase. A small gift or discount 

for the next purchase will be appreciated and will help ensure the next visit to our 

establishment.  

 

 Send emails to clients about our business, news, discounts, etc. At the same time 

offer the opportunity to express an opinion about the business. This will give us 

access to information first-hand about their likes and needs.  

 

 Make a client card that gives advantages and discounts on future purchases.  

 

 

 

EXERCISE 

 

To help student to put into practice their marketing strategy for their product or service, 

make them answer the following questions about the commercialisation of their 

innovative product in an emergent sector. Try to help them to find the best possible 

strategy for their business. 

 

• What is what you want to transmit to your clients?, What message would express it in 

an attractive way? 

• Which would be the best means to spread your message? 

• Through which sales channels can you reach more clients? 

• In which of them will you have less expensive and simpler sales?  

• If you would have a potential client in front of you, or at the phone, how would you 

sell him/her your product? 

• Which after-sales service could your clients expect? 

 

 

 

 

 

 

SUMMARY 

 



28 

 

When it comes to managing an own company, there will be spheres that your students 

must be aware of, even if they are not willing to develop them personally. But, in any 

case, it is necessary to have basic knowledge on market research, business plan, 

accounting and finance and HR management, among others. 

It is important to know about all these issues, as they affect directly the management of 

the business and its possibilities of surviving and success. 


