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Although the business produces high quality goods, these may not 

meet customer needs and therefore not be easy to sell to customers.

Remember

● Market research is a vital part of any business success. It involves 

finding out information about the market in which the organisation 

operates.

● Internal data is numerical or other data and information that is held by a 

business.

● Primary research (also known as field research) is the gathering of data 

and information that has not been collected before. Methods of primary 

research include observations, surveys, focus groups and consumer 

trials.

● Secondary research (also known as desk research) involves the 

gathering of data and information that has already been collected. 

Methods of secondary research include books, news articles and 

competitors’ data.

● Niche marketing involves a business aiming a product at a particular – 

often tiny – segment of a market.

● Mass marketing involves products being aimed at whole markets rather 

than particular parts of them.

● A market-orientated business produces goods based on customer wants 

and needs.

● A product-orientated business produces only goods that it is good at 

making.

Test yourself

1 Write a definition of 
market research.

2 Identify five sources 
of primary (field) 
research.

3 Identify five types of 
market segmentation.

4 Explain the 
advantages of a 
business segmenting 
its customers.

5 Assess the benefits of 

an existing business 
conducting primary 
(field) and secondary 
(desk) research.

Read about it

Cave, S. Consumer Behaviour in a Week (Hodder & Stoughton, 2002) – 

Details fundamental principles of consumer behaviour.

Christopher, M., Payne, A. and Ballantyne, D. Relationship Marketing: 

Creating Stakeholder Value (Routledge, 2002) – Considers how a business 

can benefit from its stakeholders.

Dibb, S., Simkin, L., Pride, W.M. and Ferrell, O.C. Marketing: Concepts and 

Strategies (Houghton Mifflin, 2005) – Reviews the main marketing concepts 

and strategies used in business.

Gummersson, E. Total Relationship Marketing: Rethinking Marketing 

Management, 2nd edition (Butterworth-Heinemann, 2002) – Provides an 

introduction to total relationship marketing and is good background reading.

www.gov.uk/browse/business – This website has useful information about 

different business operations.

www.socialenterprise.org.uk – Website of a national body for social 

enterprise; provides excellent practical examples.
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Assessment practice

Sixty per cent of your final mark for this qualification will be based on a synoptic project set by NCFE. The tasks in this section will enable you to practise your skills in preparation for your final assessment. This practice assessment focuses on the knowledge, understanding, skills and techniques that you have been learning in this qualification. It is important that you read all the details carefully and then attempt all parts to gain the most practice.

✔

Scenario

One year ago you started a sandwich and panini 
delivery service to companies based in business 
parks on the outskirts of your town. There are no 
other businesses in your area offering this service. 
Customers order their lunches via an app and 
payment is also taken at the time of the order. The 
delivery van used is small and uniquely decorated 
by you.
Your business has proved very popular and after 
a year of trading you have decided to expand. In 
order for this to happen, you will need to purchase 
another delivery van as well as employ more 
staff so that an efficient service can continue. You 
also need to increase your advertising as in the 
past you have relied on word of mouth and social 
media. You have decided that a bank loan would 
be the best way to fund this expansion to your 
business.
You currently work on your own, but will need to 
employ someone on a full-time basis to help with 
ordering the fresh ingredients and preparing the 
lunch orders. You will also need a new delivery 
driver to deliver the orders to several business 
parks each day, with you covering the other 
business parks. You will complete the marketing, 
monitor the orders, and organise the finances and 

the new staff of the business, as well as preparing 
and delivering the orders. Luckily, you like being 
busy!
You need to prepare a detailed business plan 
that gives potential investors all the information 
they need, and which you hope will persuade 
them to invest in your business. The five different 
sections of your business plan will be: company 
description; market analysis; marketing; people 
and operations; and financial plan.
Several documents have been produced in your 
first year of trading that you will need to use as 
part of the financial part of your business plan.

Income statement £
Sales revenue 180,000
Less cost of sales  30,000
Gross profit 150,000

Less expenses

Wages and salaries 35,000
Rent 5000
Operating licence 1000
(for business parks)
Vehicle 5000
Repairs and maintenance    3000
 49,000

Net profit 101,000

Assessment practice
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Unit  
01

Introduction to  
business and enterprise

Learning outcomes
This unit is divided into five learning outcomes:

1 Understand entrepreneurship, business 

organisation and the importance of 

stakeholders.

2 Understand the marketing mix, market 

research, market types and orientation types.

3 Understand operations management.

4 Understand internal influences on business.

5 Understand external influences on business.

How will I be assessed?
This unit is assessed by a written exam.

About this unit

In this unit you will learn about:

● how to become a successful entrepreneur, 

considering different types of businesses that 

can be opened and how interested parties affect 

different organisations

● how different businesses market their products 

to the general public

● how different organisations operate within 

businesses and how organisations make their 

products

● how businesses provide effective customer 

service to their consumers

● the different factors that influence businesses 

and the internal and external factors that 

influence organisations.

➜
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●	 The	Co-op	bought	Nisa	Local	for	£143	million	in	2017.
●	 Hilco,	an	Australian	company,	bought	Homebase	for	£1	in	May	2018.

Joint ventures
Joint ventures	are	when	two	businesses	join	together	for	the	purpose	of	completing	a	project.	The	businesses	remain	independent	of	each	other.	The	project	could	be	a	long-term	or	short-time	project.	For	example,	a	company	might	want	to	complete	some	research	with	a	similar	company,	which	then	can	share	the	findings	and	use	them	to	benefit	its	own	business.	Companies	might	want	to	do	this	to	save	money,	as	completing	something	jointly	means	the	costs	are	shared.	Google	and	NASA	formed	a	joint	venture	when	they	created	Google	Earth	in	the	mid-2000s.	This	is	still	a	popular	resource	that	is	used	by	millions	of	people	each	year.

Case study

Read	the	following	description	of	Whitbread	plc,	taken	from	the	company’s	website:

Whitbread plc is the UK’s largest operator of hotels, restaurants and coffee shops, with some of the UK’s most successful hospitality brands. Our brand strength and sharp focus on markets where there is great opportunity for structural growth provide sustainable development potential for our business.

Premier Inn is the UK’s leading hotel business and is owned by Whitbread, with over 785 hotels and more than 72,000 rooms across the UK. Our unique joint-site model means that more than half of our hotels are located alongside our own restaurant brands.
We also have hotels in the Middle East and Germany, with more hotels in the pipeline.

Costa is the UK’s favourite coffee shop, with over 2400 coffee shops in the UK, over 1400 stores in 31 international markets and over 8000 Costa Express self-serve units. We have a multichannel strategy, with equity stores, franchise stores and stores operated by joint ventures, as well as a wholesale operation.

Source:	www.whitbread.co.uk/about-us/at-a-glanceAnswer	the	following	questions:
1	 Research	Whitbread	and	identify	when	it	has	merged,	taken	over	or		been	part	of	a	joint	venture	with	other	organisations.
2	 Produce	an	article	that	explains	and	describes	what	you	have		discovered.

Activity

Individually	research	a	
business	that	has	recently	
been	part	of	a	merger,	
a	joint	venture	or	a	
takeover.	Explain	why	you	
think	that	this	example	of	
external	growth	occurred.

Key word

Joint venture:	When	
two	businesses	join	
together	for	the	purpose	
of	completing	a	long-	or	
short-term	project.
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Learning 
outcomes: 
The learning 
outcomes for 
each unit are 
clearly listed, 
so students 
know exactly 
what to expect.

Test yourself: 
Questions 
are included 
at the end of 
each topic 
so students 
can test their 
knowledge and 
understanding 
of the content.

Key words: 
Definitions 
for important 
terminology 
are included 
throughout.

This book is designed to help you develop the knowledge, understanding and practical skills you 
will need during the NCFE Level 1/2 Technical Award in Business and Enterprise qualification. 
The features shown below appear throughout the book to support your learning.

Remember: A bullet summary of the key 
points appears at the end of each topic, to 
help students remember the most important 
aspects and to help them with revision.

Case studies: Examples 
of how different concepts 
might apply to a business.

Activities: 
Students are 
encouraged 
to take their 
understanding 
one step 
further with 
short activities 
throughout.

Assessment 
practice: 
Sample 
questions 
and activities 
to help you 
prepare for 
assessment.

Read about it: A list of books, websites and 
other sources of useful information can be 
found at the end of each learning outcome.
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Unit  
01

Introduction to  
business and enterprise

Learning outcomes
This unit is divided into five learning outcomes:

1 Understand entrepreneurship, business 
organisation and the importance of 
stakeholders.

2 Understand the marketing mix, market 
research, market types and orientation types.

3 Understand operations management.
4 Understand internal influences on business.
5 Understand external influences on business.

How will I be assessed?
This unit is assessed by a written exam.

About this unit

In this unit you will learn about:
● how to become a successful entrepreneur, 

considering different types of businesses that 
can be opened and how interested parties affect 
different organisations

● how different businesses market their products 
to the general public

● how different organisations operate within 
businesses and how organisations make their 
products

● how businesses provide effective customer 
service to their consumers

● the different factors that influence businesses 
and the internal and external factors that 
influence organisations.

➜
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Learning outcome 1: Understand 
entrepreneurship, business 
organisation and the importance 
of stakeholders
 1.1  Entrepreneur
1.1.1 Being an entrepreneur
Being an entrepreneur is a skill. An entrepreneur is often described 
as a risk-taking individual, but there are a number of other aspects to 
becoming an entrepreneur.

Entrepreneurs are individuals who spot a gap in a market, develop a 
business idea and are willing to take risks in order to make the idea a 
reality. These individuals are usually highly motivated to succeed. There 
are three key motivators that drive an entrepreneur:

● financial motivators
● personal motivators
● social motivators.

It is usually assumed that the key motivator for any entrepreneur is 
money. Entrepreneurs tend to want to earn high profits, buy luxury 
cars and spend many weeks on extravagant holidays. In recent years, 
however, a number of entrepreneurs have run a business not in order to 
make massive profits; instead, they have done it in order to meet their 
personal and social goals.

Entrepreneurs may decide to go into business for a number of reasons, 
for example:

● to have flexibility in their working life. Entrepreneurs often want to 
choose their own hours of work, set their own deadlines and have 
more control over their time

● to satisfy their desire to be their own boss and set their own rules
● to help people by producing products or services that will improve 

people’s lives
● to create jobs in the local area and help the economy
● to learn new skills
● to be able to give something back to other people, for example, 

many successful entrepreneurs will donate time or money to worthy 
causes.

Key word

Entrepreneur: A risk-
taker who sets up a 
business or businesses 
with the aim of making 
large amounts of profit.
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Financial motivators
Many new businesses fail within the first few years. For this reason, the 
first financial objective is to survive. If an organisation is not viable, it is 
likely to run out of cash very quickly.

To ensure survival, an entrepreneur needs to ensure that:

● there is sufficient cash to pay business debts
● the business has access to sufficient sources of finance
● the organisation has a business model that is viable in the long-term.

Once the business’s initial survival has been secured, an entrepreneur 
will turn to making a profit. This is when an organisation’s revenue 
exceeds its total costs. In return for the risk and hard work put into 
the business, the entrepreneur will desire high profits over a long period 
of time.

The financial motivator for some entrepreneurs may be personal wealth. 
They may aim not just to earn an adequate income, but instead to gain a 
substantial personal wealth.

Personal motivators
Profit is not the main motivator for setting up in business for a number 
of entrepreneurs. These individuals may be motivated by the desire for 
control over their working life, the opportunity to work from home or 
the option to combine work with family life. In recent years, a number of 
individuals have set up businesses after losing their job or after failing 
to secure promotion. Such individuals often feel that their skills are 
undervalued and they are not reaching their full potential. Other people 
become bored with being told what they have to do every day and so want 
to become their own boss.

Social motivators
Some individuals feel a need to interact with and be accepted by others. 
These people may have a desire to escape from a boring or uninteresting 
job or have an intense desire to pursue one of their interests or hobbies. 
A key social motivator is the feeling of needing to gain personal 
satisfaction from building a successful business.

468870_U1_L1_NCFE_BN_005-016.indd   7 3/25/19   5:42 PM
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1.1.2 Entrepreneurial characteristics and skills
The characteristics and skills that an entrepreneur must have include:

● A willingness to take risks: Any new business venture carries risk, 
regardless of how carefully planned and researched the business idea 
is. A successful entrepreneur will be willing to invest large amounts 
of money and time into their ideas, while being fully aware that 
customers may reject the project and that it could ultimately fail.

● An ability to undertake new ventures: Entrepreneurs usually have 
vast amounts of imagination to identify business opportunities that 
will fill gaps in the current marketplace.

● A desire to show enthusiasm and the initiative to make things happen: 
Entrepreneurs do not wait for something to happen. They show 
determination, drive and energy to launch the new business. They take 
active roles in all aspects of the business initially to ensure its success.

● Resources and funding: These will be needed to make the investment 
to set up a business. For more on funding, see Unit 02 Section 3.1.1.

● Time and commitment: An entrepreneur needs to be able to understand 
and calculate the risks of and potential rewards from any venture.

● The ability to invent and innovate: Invention involves the making of 
new items. Inventors design and make products that are not currently 
available for sale, for example James Dyson and the bagless vacuum 
cleaner. Entrepreneurs then need the innovation to bring these new 
ideas to the market.

In recent years, the role of the entrepreneur has been highlighted 
by television programmes such as the BBC’s Dragons’ Den and The 
Apprentice. These programmes highlight the characteristics and skills 
required to become an effective entrepreneur.

In order to be a successful entrepreneur, an individual needs to have the 
courage to be different. This will ensure that their business idea stands 
out in the market.

The following characteristics are often also seen in successful 
entrepreneurs:

● Confidence: In order to be successful, an entrepreneur needs to be 
confident to present their idea to the public. They will be able to show 
certainty and forcefully present their ideas.

● Motivation: The late Apple founder Steve Jobs said ‘I’m convinced 
that about half of what separates the successful entrepreneurs from 
the non-successful ones is pure perseverance.’ Entrepreneurs are 
passionate about their business ideas, therefore they are motivated to 
work long hours to ensure their business organisation is a success.

● Determination: An entrepreneur needs to be determined and 
decisive. In their own business, an entrepreneur will need to know 
what has to be done and not hesitate when making decisions.

Key words

Invention: The creation of 
new items.
Innovation: Bringing new 
ideas to the market.
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● Focused: Entrepreneurs need to have a clear focus on their end goal. 
In most business organisations entrepreneurs will be focused on 
increasing sales, becoming a market leader, having high profits, etc.

● Initiative: Entrepreneurs often set up their business from a new 
idea. They are usually keen to think ‘outside of the box’ and use their 
initiative to do and try things before other people. Richard Branson 
said ‘I’ve gone into business, not to make money, but because I think 
I can do it better than it’s been done elsewhere. And, quite often, 
just out of personal frustration about the way it’s been done by other 
people.’

● Decisiveness: An entrepreneur needs to be able to make important 
and often difficult decisions. They cannot be afraid to make decisions 
that may upset other people, for example, staff may need to be made 
redundant in order for a business organisation to succeed.

● Analytical ability: An entrepreneur needs to be able to gather and 
review a wide range of information. As part of this the entrepreneur 
needs to be able to see a problem from different points of view. By 
reviewing the different points of view, an entrepreneur should be able 
to solve their business problems.

● Strong communication skill: An entrepreneur needs to be able to 
communicate with a wide range of different people. In many cases 
they will need to be persuasive to ensure that the other person will 
listen to them. 

Remember

● Any new venture carries risks.
● Entrepreneurs must accept that their business ideas may fail.
● Invention and innovation are often linked.
● An entrepreneur is usually successful if they spot a gap in the market.
● A wide range of different skills are required to become an entrepreneur.

Test yourself

1 Write a definition of entrepreneur.
2 Explain the difference between invention and innovation.
3 Discuss the skills and attributes that an entrepreneur requires to be 

successful.
4 Explain how the phrase ‘courage to be different’ relates to an 

entrepreneur.

Figure 1.1.1 A successful 
entrepreneur needs the courage 
to be different

Activity

Working in pairs, 
think of a famous 
entrepreneur. Examples 
include Lord Alan Sugar, 
Karen Brady, Vichai 
Srivaddhanaprabha, Sir 
James Dyson.
Produce a poster 
that highlights the 
characteristics and skills 
that you think have made 
your chosen entrepreneur 
successful.
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 1.2  Business aims and objectives
1.2.1 Financial aims and objectives
The aim of most businesses is to make a profit. However, there are a 
small number of organisations, such as charities, that exist to provide a 
service and are classified as not-for-profit organisations – sports clubs, 
for example, may be non-profit-making and exist to provide services to 
their members.

A new business will struggle to make a profit in its first few years of 
trading, therefore new organisations usually aim to break even.

Break-even point
In order to set appropriate financial aims and objectives, the owner 
needs to review the business costs and revenues. Costs are expenses 
that organisations incur when producing and selling their products and 
services. There are a number of different ways of categorising these 
costs:

● Fixed costs remain unchanged when the output of a business 
changes, such as rent, loan repayments, advertising, salaries.

● Variable costs vary directly with the level of output, such as stock, 
raw materials and packaging costs.

● Total costs are the fixed costs plus the variable costs.
● Revenue is the money that a business earns from selling its goods or 

services.
● Total revenue is the selling price of the goods that a business sells, 

multiplied by the number of goods sold.

You can read more about these different types of costs and revenues in 
Unit 2 Section 3.2.2.

Many businesses want to maximise the profits they make. A profit is a 
financial gain. It is calculated as the difference between total revenue 
and total costs.

Business owners need to remember that there is always the possibility 
the organisation will not make a profit. For example, new businesses, 
small organisations and those struggling within a difficult economic 
environment may find it difficult to generate any profits at all. In these 
cases, a business may simply aim to break even.

Stretch activity

Carry out internet research to investigate a business that has appeared in 
the news as failing to make any profit.
Discuss, in small groups, the business’s strategies for increasing its profit.

Key word

Profit: A financial gain. 
It is calculated as the 
difference between the 
total revenue and total 
costs.
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Definition of break-even
Break-even is the level of output at which total costs equal total revenue. 
At this point, a business is making no profit and no loss.

An organisation is able to calculate the number of sales it needs to 
make in order to break even each year, known as its break-even point. A 
number of assumptions have to be made when a business calculates its 
break-even point:

● All output that has been made is sold.
● No inventory is left unsold.
● Only one type of product is made by the business.
● All costs are categorised as either fixed costs or variable costs.

Break-even formula
The break-even formula is:

Break-even point (in units) = 
Fixed costs

Selling price per unit – Variable cost per unit

Contribution is the amount left over after variable costs have been taken 
away from sales revenue. Contribution per unit is calculated as selling 
price per unit less variable cost per unit. This means that the break-even 
formula can also be written as:

Break-even point (in units) = 
Fixed costs

Contribution per unit

Contribution is different to profit, as fixed costs are not taken away from 
the selling price.

Activity

Complete the following table to calculate contribution per unit and break-even point in units.

The first row has been completed as an example.

Total fixed 
costs (£)

Selling price 
per unit (£)

Variable costs per 
unit (£)

Contribution per 
unit (£)

Break-even point

60,000 20 10 20 – 10 = 10 60,000 / 10 = 6000 units

240,000 100 60

600,000 25 15

500,000 36 11

3,000,000 250 150

500,000 500 300

500,000 300 200

300,000 250 150

300,000 150 50

900,000 450 200

Key words

Break-even: The point at 
which a business makes 
no profit and no loss. It 
is the point at which total 
costs equal total revenue.
Contribution: The amount 
left over after variable 
costs have been taken 
away from sales revenue. 
Contribution per unit is 
calculated as selling price 
per unit less variable cost 
per unit.
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Case study

Snuffie Dog Apparel sells luxury dog collars and leads.
Answer the following question:
1 The owner, Phil, has prepared the following table of costs based on varying levels of output. He has asked 

if you can help him work out the missing figures. The first line has been completed as an example.

Output of collars 
and leads (units)

Variable cost per 
collar and lead (£)

Total variable costs (£) Total fixed costs (£) Total costs (£)

20,000 5 100,000 (20,000 × 5) 250,000 350,000 (100,000 + 250,000)

30,000 5 250,000

50,000 5 250,000

75,000 3 250,000

90,000 270,000 250,000

100,000 2.50

150,000 250,000

How break-even information is used
Break-even information is used by a business to determine how many 
units it needs to sell in order to cover its costs and not make a loss. 
Accountants may use this information to see how different sales levels 
will affect an organisation’s profits. By determining how much needs to 
be sold, targets can be set for sales people.

When launching a new business or trying to secure finance, the owner 
may calculate break-even information in order to persuade a bank to 
lend their organisation money. Break-even information can form part of 
a business plan.

Profitability
As we have already considered, most businesses exist to make a profit. 
Profit is the owners’ reward for investing in the business.

How profit per unit is calculated
Businesses often want to know how much profit a particular product or 
service is making. This can be calculated as:

Profit or loss per unit = Selling price per unit – Total costs per unit

(Remember: Total costs per unit = Fixed costs per unit + Variable costs 
per unit.)

How profit is calculated for a given level of output
In general, profit is calculated for a given level of output as:

Profit or loss = Sales revenue – Total costs
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Cash flow
Cash flow is the movement of money into and out of a business. Cash 
comes into a business in the form of receipts. Receipts could be from 
taking out a loan or mortgage or from selling goods to its customers; 
these are known as cash inflows.

Cash goes out of a business in the form of payments. Payments could 
include wages, salaries, utilities, raw materials, etc.; these are known as 
cash outflows.

Net cash flow is calculated as:

Net cash flow = Cash inflow – Cash outflow

Cash flow is different to profit as cash flow relates only to money coming 
into and out of a business, whereas the calculation of total profit includes 
other items.

Increasing revenue and profit maximisation
Over time, businesses need to ensure that they are able to increase their 
revenue and also maximise the profit they make. In order to increase 
revenue and maximise profit, businesses will:

● raise their prices once they have entered the market
● up-sell their products, for example a car dealer will sell a car and 

then make every effort to encourage the customer to also purchase 
luxury accessories

● cross-sell, where a business sells one product and then makes every 
effort to sell an additional product at the same time, for example 
financial institutions often try to get individuals to take out a credit 
card when opening a bank account

● offer bundle offers, where organisations offer customers a set of 
products to buy together, for example when selling a bed a retailer 
may offer a bundle of bed, mattress, head board and bed covers

● increase their marketing and advertising to ensure they are noticed by 
the public

● offer discounts to customers who buy large quantities and/or buy on a 
regular basis

● host special events, for example launch events for new cars.

Key word

Cash flow: The movement 
of money into and out of a 
business.
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Assessment practice

Section 1
1 Which one of the following is an internal factor for 

a business? [1 mark]

a Customer needs
b Increased taxation rates
c New government legislation
d Staffing costs

2 Which one of the following is an internal influence 
when developing a new product? [1 mark]

a Economic issues
b Legal issues
c Staffing issues
d Technological issues

3 Which one of the following forms part of the 
marketing mix? [1 mark]

a Cost
b Advertising
c Price
d Resources

4 Which one of the following is used when 
completing desk research? [1 mark]

a Consumer trials
b Focus groups
c Individual observations
d Newspaper articles

5 Samantha uses questionnaires to gather 
information for her café. What type of market 
research is Samantha using? [1 mark]

a Market segmentation
b Primary research
c Secondary research
d Desk research

Answers
1 Answer: D
  Additional guidance:

a Customer needs are an external factor.
b Increased taxation rates are an external factor.
c New government legislation is an external 

factor.
d Correct answer: Staffing costs are an internal 

factor.

2 Answer: C
 Additional guidance:

a Economic issues are an external factor.
b Legal issues are an external factor.
c Correct answer: Staffing issues are an 

internal factor.
d Technological issues are an external factor.

3 Answer: C
  Additional guidance:

a Cost is not part of the marketing mix. The 
marketing mix is represented by the 4 P’s – 
Price, Place, Product, Promotion.

b Advertising is not part of the marketing mix. 
The marketing mix is represented by the 
4 P’s – Price, Place, Product, Promotion.

c Correct answer: Price is one of the 4 P’s – 
Price, Place, Product, Promotion.

d Resources are not part of the marketing mix. 
The marketing mix is represented by the 
4 P’s – Price, Place, Product, Promotion.

4 Answer: D
  Additional guidance:

a Consumer trials are used for field research.
b Focus groups are used for field research.
c Individual observations are used for field research.
d Correct answer: Newspaper articles are used 

for desk research.
5 Answer: B
  Additional guidance:

a Market segmentation includes age, gender, 
occupation, etc.

b Correct answer: Questionnaires are a form of 
primary research.

c Secondary research involves internal data, 
books/newspapers/trade magazines, 
competitors’ data, government publications 
and statistics, purchased research material.

d Desk research involves:
● Internal data
● Books/newspapers/trade magazines
● Competitors’ data
● Government publications and statistics
● Purchased research material.

✔
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