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Inputs are processed into outputs, which are goods or services

Inputs

● Human

● Physical           

● Financial

● Enterprise

Processes turn inputs into provision of service or manufacture of goods 

Outputs are the final good or provision of services

Added value is the difference between the value of inputs (cost of production) and the value of outputs (what is sold to the 

customer)

A capital-intensive industry is one whose major costs results from investments in equipment, machinery, or other expensive 

capital assets

+ cheaper

Labour intensive is needing a large workforce or a large amount of work in relation to output

+ Enterprise and innovation
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The Purpose of a Business Plan

- support the launch of a new organization or business idea

- attract new funds from banks, grant providers, or venture capitalists

- support strategic planning

-  identify resource needs

-  provide a focus or development

- work as a measure of business success.

Planning a start-up

The Elements of a Business Plan

- The business idea, aims and objectives- setting out the 

business idea in the right context

- Business organization- how the business will be organized

- HR- how the business will be staffed

- Finance- how the business will be financed

- Marketing- how best to market the product

- Operations- how the product will be made
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1.6 Growth and Evolution
Economies of Scale (EOS) refers to the case where the average unit cost of production decreases as the level of output increases.

Average Costs is the production cost per unit of output.

- Purchasing: bulk-buying provides a discount per piece; ↓ AC.

- Technical: businesses can afford to invest in new, advanced technology; ↑ efficiency.

- Marketing: as a business grows, it has larger, more targeted campaigns.

- Managerial: occurs when a business can afford to hire specialists. These specialists manage the business more efficiently and 

effectively, leading to a fall in AC.

- Financial: as a business grows, it has cheaper access to capital, (more trustworthy = ↓ interest rate)

- Risk-bearing: as a business grows, it expands into new markets which spreads the risk of the business failing

Diseconomies of Scale (DEOS) occurs when a firm grows too large and unit costs increase as production increases.

- Communication 

- Control 

- Coordination

External EOS: when factors external to the business lead to a fall in ACs
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