
TOPIC 1.2: Spotting a Business Opportunity
Customer Needs

Price Lower prices are generally more attractive to customers; however, a low price may suggest lower quality. 

Quality Expectations will depend on the price, but customers will expect a product to be fit for purpose. Also includes customer service. 

Choice Offering greater choice attracts a wide range of customers with different tastes and preferences. 

Convenience Products/service which save customers time and are easy to use may encourage more sales. 

Businesses must ensure they understand the needs of their customers, for example understanding what they can afford to set an appropriate price. 

Market Research - carried out to test whether a product is viable, to identify customer needs and understand competitors.  

Methods Benefits Drawbacks 

Primary – 
collecting own 
data

Questionnaires, online surveys, focus 
groups, observations (e.g. recording what 
customers look at first). 

More up to date, specific to business, 
competitors don’t have access to same 
information. 

More time consuming to collect, can be 
expensive (e.g. paying focus groups for 
time). 

Secondary – 
using existing 
data

Internet research, market reports (contain 
industry research), government reports 
(contain info about the population). 

Gov reports and internet are free, provides 
info for new businesses, less time 
consuming. 

Competitors have access, may be out of 
date, not specific to customers of the 
entrepreneurs business. 

Social media is being increasingly used, e.g., posting polls on Facebook. This is less time consuming and often attracts more responses.  

Types of Data 

Quantitative 
– numerical 
data 
+ Display on 
graph, so 
easier to 
analyse. 

- Less 
detailed. 

Qualitative 
data – non 
numerical 
+ More 
detailed
 
-  Opinions 
can be 
varied 
- Harder to 
analyse 

Market Segmentation 

Targeting specific products at 
different groups of customers 
based on: 
Income: What people can afford
Location: where people live (e.g. 
selling warmer clothes in 
Scotland) 
Lifestyle: e.g. offering 
a vegan option
Demographics: e.g. 
age or gender. 

Market Mapping – used to spot gaps in market 

Price and quality are often compared – a 
limitation is there may not be demand for all 
market gaps, so market research is important. 

Competition 

Businesses can gain 
competitive advantage 
by:
❑ Lowering prices
❑ Having a USP
❑ Offering more choice
❑ More convenient 

locations
❑ Offering better 

customer service
❑ Improving quality 
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