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Features in the book

Learning Objectives 
To develop knowledge and critical 
understanding of:
 the fundamentals of starting a business
 why businesses start and the resources 

required to maintain and grow them  
 the various forms of business ownership
 the factors which infl uence the location of 

business
 business aims and objectives 

 the impact that various stakeholder 
groups may have on businesses

 marketing options, elements of the 
marketing mix and market research 
methods

 the impact of e-business and m-business 
on potential growth strategies

 why businesses conform to quality 
assurance standards and health and 
safety legislation.
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STARTING A BUSINESS

1 Creating a business

To develop knowledge and critical understanding of:
 the fundamentals of starting a business
 why businesses start and the resources required to maintain 

and grow them
 the various forms of business ownership
 the factors which infl uence the location of business
 business aims and objectives 
 the impact that various stakeholder groups may have on 

businesses

LEARNING OBJECTIVES 
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Learning 
objectives  
at the start 
of every 
unit allow 
students to 
track their 
progress 
throughout 
the course
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1.1 Entrepreneurs

Starting up any business begins with an 
entrepreneur – a person who has the 
ability to spot an opportunity for a new 
business, has ideas and is prepared to take 
risks to make that business work.

Some well-known entrepreneurs are Richard 
Branson, who founded the very successful 
Virgin Group, and Bill Gates, who founded 
Microsoft. Two other young men in their 
twenties – Sergey Brin and Larry Page – 
had an idea, borrowed money and created 
Google, which is now valued at more than 
$70 billion.

There are many examples of smaller but 
successful entrepreneurs in Northern 
Ireland. Read about Shnuggle in the 
following case study.

Shnuggle was set up by husband and wife 
team Sinead and Adam Murphy in 2009, using 
their own experience to design clever baby 
products. They operate in the Ards Business 
Centre in Newtownards, Co. Down.
Sinead and Adam’s story began when their 
fi rst baby, Rose was very ill. They had a 
traditional Moses basket for Rose but when 
she was sick this became unhygienic and 
impossible to clean. Sinead and Adam 
created a modern Moses basket which was 
hygienic and hypoallergenic.
Their business is now an international 
award-winning brand which is on sale 
today throughout the United Kingdom and 
in over twenty fi ve countries worldwide. 
They currently employ six staff and have 
developed a further range of baby products.
In 2016 Sinead and Adam appeared on 
Dragon’s Den asking for fi nancial backing 
and the support of a Dragon. They were 
successful and Touker Suleyman joined 
them. Since then they have had two other 
offers of investment in the business so their 
future looks bright!

Case study

 The search is on: Google founders Sergey Brin 
and Larry Page

What it means to be enterprising
To be enterprising means to be able to spot 
a good business opportunity and to have 
the vision and drive to make that business 
succeed. In order to do this, the entrepreneur 
has to be prepared to take calculated risks. 

Clear explanations make key 
business concepts accessible to 
all students

Contemporary case studies 
have a particular focus on 
Northern Irish businesses and 
contexts, increasing students' 
interest and engagement



1.1 Entrepreneurs

54

The nature of risk taking for the entrepreneur is:

u	Losing money 

	 	The entrepreneur will have invested 
considerable sums of money in the new 
product or business. If the venture fails, 
that money is lost and could bankrupt the 
entrepreneur.

u	Losing time 

	 	The entrepreneur will have invested long 
periods of time designing the new product 
or planning the new business. If the 
venture fails, that time is wasted.

u	Personal stress, perhaps leading to health 
issues 

	 	The entrepreneur will experience worry 
that the new idea may not be successful 
and may become stressed by the long hours 
worked and lack of sleep.

The rewards of risk taking for the 
entrepreneur are:

u	Making profits 

	 	A successful business with successful 
products can earn large profits for the 
entrepreneur. This usually leads to 
increasing sales, with further opportunities 
for profit making. There is also the 
possibility of selling the successful business 
for a large sum.

u	Becoming famous

	 	Successful entrepreneurs have become 
household names. For example, everyone 
recognises Alan Sugar, who owned 
Amstrad and sold electrical goods, and 
James Dyson, who designed a bagless 
vacuum cleaner.

�Have you got what it takes to be an 
entrepreneur? Answer the following 
questions truthfully to find out. The good 
entrepreneur’s answers are given at the end.
1� What do you do if you find a task difficult?

(a)�Keep trying until you get it right.
(b)�Give up.
(c)�Ask for help.

2� Can you make decisions?
(a)�Always.
(b)�Never.
(c)�Depends on the circumstances.

3� If you won the lottery, which of the 
following would you do?
(a)�Tour the world.
(b)�Treat all your friends to the greatest 

party ever.
(c)�Invest it.

4� How single-minded are you? When you are 
working, are you:
(a)�easily distracted?
(b)�oblivious to everything around you?
(c)�able to concentrate – but only if you like 

the work?
5� How energetic do you think you are?

(a)�Very energetic at everything.
(b)�Energetic at the things I enjoy.
(c)�There are lots of things I can’t be 

bothered with.
6� How well do you work with people?

(a)�I’d rather work on my own.
(b)�I love being in a team.
(c)�I must be the team leader.

�Answers: 1(a), 2(a), 3(c), 4(b), 5(a), 6(c)

Activity�So�what�are�the�characteristics�of�an�
entrepreneur?
u	An entrepreneur contributes original ideas 

which give the business an edge over its 
competitors. 

u	An entrepreneur has to be a decision 
maker.

u	An entrepreneur has leadership qualities 
and planning skills.

u	An entrepreneur has self-confidence and a 
passion about their venture.

u	An entrepreneur has the ability to work 
independently and develop their ideas.

u	An entrepreneur is committed and willing 
to make personal sacrifices for the benefit 
of their business.

u	An entrepreneur is a creative thinker and 
shows initiative.

u	An entrepreneur has a vision of what the 
business could become and works single-
mindedly towards that goal.

u	An entrepreneur has the energy to work 
hard and make sure that the business 
achieves its full potential.

u	An entrepreneur is willing to take 
calculated business risks.

u	An entrepreneur is persuasive and able to 
encourage financiers such as banks to lend 
money to the enterprise.

u	An entrepreneur can motivate others in 
the work team and inspire them with 
enthusiasm.

u	An entrepreneur has determination and is 
not discouraged by failures and setbacks, 

but understands that many good business 
ideas do not succeed, perhaps because it is 
the wrong place or time.

Why�the�government�encourages�
enterprise
The government is keen to encourage 
enterprise and to develop an ‘enterprise 
culture’ in Northern Ireland. It has set up 
various schemes to help entrepreneurs 
to succeed. Grants and advice are offered 
through Invest NI, and the Young Enterprise 
Scheme works with young people. People are 
encouraged to try their ideas in business and 
to establish their own businesses rather than 
be unemployed.

There are several reasons why the 
government encourages enterprise:

u	It reduces unemployment.

u	New ideas may succeed and provide fresh 
opportunities for employment.

u	People are motivated and have a ‘feel-good’ 
attitude.

u	Competition ensures a healthier business 
environment.

Nature�and�rewards�of�risk�taking
Risk is about taking sensible or calculated 
chances. Not all chances will work out 
well – it is said that only one in five new 
products succeed in business. Although 
four out of every five products do not 
succeed, an entrepreneur will not give up 
but will keep working until they find a 
successful idea.

1 Creating a Business
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u	Satisfaction

	 	Success brings a high level of satisfaction 
and sense of achievement. For some, 
the buzz and excitement make the risk 
worthwhile.

u	Independence

	 	Some people may want to be independent, 
to own their own business, make their 
own decisions and be their own boss. This 
independence is a reward for taking a risk.

�	Perks of the business: a coffee shop

 Imagine that you work in a local coffee shop 
full time and have done so for five years. 

There are two other full-time staff serving 
customers and two others in the kitchen 
preparing food and washing up. The owner 
has just told you that he is retiring and has 
suggested that you should take over the 
coffee shop. He has also told you that he 
does not own the premises but that they 
are rented. 
1 Write down the risks you think you would 

face if you took over the coffee shop.
2 Now write down the rewards you would 

gain if you took over the coffee shop.
3 State your final decision, with reasons.

Activity 

�At this stage you should be able to:
● describe what it means to be enterprising
● identify and explain the key entrepreneurial characteristics 
● analyse why the government encourages enterprise
● analyse the nature and rewards of risk taking.

Checklist

Identify and explain two characteristics of an entrepreneur. [6 marks]

How to answer this question
Name one characteristic, e.g. is willing to take calculated risks. [1 mark]

Explain in more detail what taking calculated risks means. [2 marks]

Name the second characteristic, e.g. has leadership qualities. [1 mark]

Explain how they might show leadership. [2 marks]

Examination question

1 Creating a Business

A range of ready-
made activities 
help students 
consolidate 
and apply their 
knowledge

The end-of-unit  
checklist 
encourages 
students to 
reflect on their 
learning and 
identify their 
revision needs

Examination 
questions 
enable students 
to practise and 
prepare for their 
exams

Practical 
guidance on 
how to answer 
different question 
types ensures 
that students can 
achieve their best
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DEVELOPING A BUSINESS

6 Finance

To develop knowledge and critical understanding of:
 sources of fi nance
 basic cash fl ow forecasts
 interpretation of simple Financial Statements
 ratio analysis and breakeven

LEARNING OBJECTIVES 

7
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Expenses�
Examples of a business’s expenses are rent, 
rates, electricity, telephone, salaries and 
heating. These are subtracted from the gross 
profit to find the net profit. 

Net�Profit/Net�Loss
Net profit is the true profit of the business 
for that year and takes into consideration all 
the expenses which have to be paid by the 
business. Net profit is the amount of money 
remaining after these expenses have been 
paid out of the gross profit. A net loss occurs if 
the expenses are greater than the gross profit.

Net Profi t = Gross Profi t – Expenses 

Therefore, if a business has a gross profit of 
£15,000 and its total expenses are £9,000, the 
net profit would be £6,000. However, if the gross 
profit is £15,000 and its expenses are £19,000, 
the business would have a net loss of £4,000.

The Income Statement records:

u	the total sales revenue for the year 

u	the cost of sales

u	the gross profit

u	all expenses

u	net profit.

The title of the Income Statement should show 
the name of the business and the end-of-year 
date.

Display�of�the�complete�Income�
Statement
The following Income Statement is displayed 
for Music Makers, a music shop.

	Income Statement of Music Makers for the year 
ended 31 December

£ £

Sales Revenue 27500

LESS COST OF SALES:

Opening Inventory 9000

Add Purchases 15000

24000

Less Closing Inventory 3750

Cost of Sales 20250

GROSS PROFIT 7250

LESS EXPENSES:

Electricity 510

Stationery 125

Rates 750

Interest on Loan 150

Advertising 845

Insurance 545

Telephone 250 3175

NET PROFIT 4075

�Using the details given, calculate the net profit for The Bookworm, a bookshop, and The Fish 
Tank, a fish shop. 

The�Bookworm� The�Fish�Tank�

Gross profi t £20,000 £14,000

Expenses £14,505 £15,210

Net profi t/loss

Activity�

6.3 Financial Statements

Financial Statements can be described as a 
story in figures. The story which the Financial 
Statements tell is about the result of the 
year’s work in the business and the amount of 
profit or loss made. 

There are two Statements – the Income 
Statement and the Statement of Financial 
Position. The purpose of the Income Statement 
is to find the gross and net profits (or gross 
and net losses) at the end of the year’s 
trading, while the purpose of the Statement 
of Financial Position is to show the accurate 
value of the business on any given date. 

The�Income�Statement�

	Profit or loss? An Income Statement

The Income Statement includes the following 
sections.

Cost�of�sales�and�inventories
In order to sell goods, the business has to 
purchase them. These new purchases will be 
added to the opening inventory, which is the 
amount of goods already in the business. At 
the end of the year some inventory will be left 

unsold. This is called the closing inventory 
and will be kept for the next year.

Cost of Sales = Opening Inventory + 
Purchases – Closing Inventory

If a business has opening inventory valued 
at £9,000, purchases of £15,000 and closing 
inventory of £3,750, then its cost of sales 
would be £20,250.

Gross�Profit/Gross�Loss
Gross profit or gross loss is the difference 
between the money the business makes from the 
sale of goods (sales revenue) and the cost of sales. 

Therefore, if a business has sales revenue of 
£100,000 and the cost of sales is £75,000, the 
gross profit would be £25,000. However, if the 
sales revenue is £100,000 and the cost of sales 
is £110,000, then the business would make a 
gross loss of £10,000.

Gross Profi t = Sales revenue – Cost of Sales 

�Using the details given, calculate the gross 
profit or gross loss for five different years 
for a carrier firm called Speedy Service.

 Year�1 �Year�2� Year�3� Year�4� Year�5

Sales £120,000 £140,000 £155,000 £160,000 £185,000

Cost of 
sales 

£83,000 £97,000 £115,000 £165,000 £165,000

Gross 
profi t

�A loss is shown in brackets.

Activity�
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 Decide whether each of the following items 
is an asset or a liability.

Money in the bank …........................

Money owed to suppliers …........................

Machinery …........................

Money owed by customers …........................

Office equipment …........................

Bank overdraft …........................

Unpaid telephone bill …........................

Premises …........................

Activity�

The Statement of Financial Position records:

u	the business’s assets – divided into  
non-current and current assets

u	the business’s liabilities – divided into  
non-current and current liabilities

u	the owner’s capital (amount of their 
original investment)

u	the owner’s drawings (cash or goods 
withdrawn from the business by the owner 
for their personal use)

u	the net profit (transferred from the Income 
Statement).

The title of the Statement of Financial Position 
should show the name of the business and the 
date it is being worked on.

The following complete Statement of Financial 
Position is for Music Makers.

	Statement of Financial Position of Music 
Makers as at 31 December

£ £

NON-CURRENT ASSETS

Premises 60000

Recording Equipment 13200

Motor Van 8700

TOTAL NON-CURRENT 
ASSETS

81900

CURRENT ASSETS

Cash in Hand 970

Bank Balance 10050

Closing Inventory 3750

Trade Receivables 1750

TOTAL CURRENT ASSETS 16520

TOTAL ASSETS 98420

EQUITY

Capital 77000

Add Net Profit 4075

81075

Less Drawings 3415

TOTAL EQUITY 77660

NON-CURRENT LIABILITIES

Bank Loan 20000

TOTAL NON-CURRENT 
LIABILITIES

20000

CURRENT LIABILITIES

Trade Payables 760

TOTAL CURRENT LIABILITIES 760

TOTAL EQUITY AND 
LIABILITIES

98420

Assets Liabilities and
Equity

	It’s all about balance: assets versus equity  
and liabilities

�Copy the following account and complete 
the spaces marked A, B, C.

	Income Statement of Michael’s Mechanics 
for the year ended 31 December

£ £

Sales Revenue 35000

LESS COST OF SALES

Opening Inventory 7000

Add Purchases A

25000

Less Closing Inventory 3750

Cost of Sales B

GROSS PROFIT 13750

LESS EXPENSES:

Electricity 630

Stationery 190

Rates 750

Postage 80

Advertising C

Insurance 700

Telephone 240 3090

NET PROFIT 10660

Activity�
Study the following Income Statement and 
answer the question which follows.

	Income Statement of Sports Equipment for 
the year ended 31 December

£ £

Sales 120000

Less Cost of Sales:

Opening Inventory 13200

Add Purchases 66800

80000

Less Closing Inventory 11300

Cost of Sales 68700

Gross Profit 51300

Less Expenses 14900

Net Profit 36400

Suggest two ways in which Sports Equipment 
might increase its net profit. [2 marks]

How�to�answer�this�question
There are only 2 marks for this question so 
you should just name two ways – 1 mark 
for each way. You will not be rewarded for a 
longer explanation.

Examination�question

The�Statement�of�Financial�Position
The Statement of Financial Position lists 
assets (items owned by the business) and 
liabilities (items owed by the business). The 
purpose of the Statement of Financial Position 
is to show the accurate value of the business 
on any given date. 

Assets are divided into non-current and 
current assets: 

u	Non-current assets are those assets which 
are more permanent in the business. An 
example is machinery. 

u	Current assets are those assets which can 
quickly be exchanged for cash. An example 
is inventory or Trade Receivables (money 
owed to the business by its customers).

Liabilities are divided into non-current and 
current liabilities:

u	Non-current liabilities are those liabilities 
which are borrowed for a longer time. An 
example is a bank loan.

u	Current liabilities are those liabilities which 
must be paid immediately. An example 
is Trade Payables (people to whom the 
business owes money).

6 FinanCe
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Some amounts are missing in the following Statement of Financial Position.  
Complete the spaces marked A, B, C and D. [4 marks]

	Statement of Financial Position of the Teabag Cafe as at 31 December

£ £

Non-Current Assets

Buildings A

Shop Equipment 15000

Total Non-Current Assets 47000

Current Assets

Closing Inventory 1500

Cash Balance 1000

Bank Balance B

Total Current Assets 7500

Total Assets C

Equity

Capital 20000

Add Net Profit D

22000

Less Drawings 1000

Total Equity 21000

Non-Current Liabilities

Loan 25000

Total Non-Current Liabilities 25000

Current Liabilities

Trade Payables 8500

Total Current Liabilities 8500

Total Liabilities 33500

Total Equity and Liabilities 54500

How�to�answer�this�question
Start at the beginning of the Statement and work downwards. Work carefully and make 
sure you check your work. Remember that the total assets should equal the total equity and 
liabilities.

Examination�question

6 FinanCe

You should note that the total of the assets 
must equal the total of the equity and 
liabilities.

�Complete the spaces marked A, B and C in the 
following Statement of Financial Position.

	Statement of Financial Position of Michael’s 
Mechanics as at 31 December

£ £

NON-CURRENT ASSETS

Premises A

Machinery 4300

TOTAL NON-CURRENT 
ASSETS

45300

CURRENT ASSETS

Cash in Hand B

Closing Inventory 3750

Trade Receivables 750

TOTAL CURRENT ASSETS 6020

TOTAL ASSETS 51320

EQUITY

Capital 37150

Add Net Profit C

47810

Less Drawings 2490

TOTAL EQUITY 45320

NON-CURRENT LIABILITIES

Bank Loan 5200

TOTAL NON-CURRENT 
LIABILITIES

5200

CURRENT LIABILITIES

Trade Payables 800

TOTAL CURRENT LIABILITIES 800

TOTAL EQUITY AND 
LIABILITIES

51320 

Activity�

�The following list shows the balances at 31 
December for Petals, a flower shop. Use 
this information to work out an Income 
Statement and a statement of Financial 
Position for Petals.

£

Sales Revenue 34,500

Opening Inventory 2,000

Capital 30,950

Bank Loan 7,000

Drawings 1,625

Cash Balance 100

Trade Receivables 10,000

Salary 4,900

Bank Overdraft 1100

Advertising 850

General Expenses 350

Electricity 800

Insurance 175

Rent 750

Trade Payables 12,000

Premises 19,000

Purchases 25,000

Motor Vehicles 20,000

Closing Inventory 3,000

Activity�

�At this stage you should be able to: 
● complete simple Financial Statements 

for a sole trader 
● complete an Income Statement
● complete a Statement of Financial 

Position 
● explain and interpret an Income 

Statement and a Statement of Financial 
Position and explain their importance.

Checklist
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