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Introduction to enterprise
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In this chapter you will learn about:

the meaning of enterprise

stakeholders

enterprise capability

different ways of being enterprising at home and at school.




Introduction to enterprise

What is enterprise?

Enterprise is another word for an organisation or business managed by one or
more individuals who are able to take the initiative to make decisions and take
calculated risks. All business activities use resources like land, labour, capital and
enterprise to produce goods and services that people want to buy.

Enterprise also refers to the characteristics/qualities that make people want to
set up and run a business. It is the ability to be innovative, take initiative, make
decisions and bear the risk of setting up and running a business.

Purpose and characteristics of ent

There are mainly two types of enterprise: business a

atare
istributed to its

A business enterprise’s main aim is to make a pr,
generated are reinvested into the business to
owners/shareholders.

here are some
improvement of

While the purpose of most enterprises

Business Enterprise: An organisation that has profit as its main aim.

Social Enterprise: An organisation that is started up for social cause for the
betterment of society.
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Enterprise capability

An entrepreneur is a person who Entrepreneur: A person who starts
starts up a new business or enterprise. Upia new business o enterprise.
Entrepreneurs are self-driven and Stakeholder: An_'r;d'v'duat group
innovative individuals who have a new or organisation with an inerest in

. . the activities of a business.

idea for a good or service.

Entrepreneurs need to be multiskilled,
self-confident, initiators, leaders and results-driven.

The key attributes that comprise enterprise capability are:

+ Risk-taking: Though entrepreneurs recognise the risk offailurg, it is the
possibility of high returns and belief in themselves,and theirhew idea
that enable them to take a calculated risk. A calculated riskis.a risk that is
taken with an expectation that potential returnsswill be alot more than the
possible losses.

« Decision-making: Entrepreneurs should make sure they use the available
resources in the best possible way and thus have to'make decisions wisely.
Decision-making and risk-takingare related.as making a decision can involve
many risks. Every time a decision is made there is a risk of losing the factors of
production as well as the possible cost of not having used these resources in a
more successful way.

+ Innovation: While entrepreneurs,can introduce a totally new product or
service when setting upfa new business, innovative entrepreneurs can spot
opportunities forénterprisein existing products or services. They can do this
by rebranding an existing product or a service and presenting it in a different
way or in a differentlocation or market.

+ Positive attitude: A positive attitude is what drives entrepreneurs towards
taking risks and facing and overcoming challenges.

Stakeholders

An entrepreneur who starts up a business may be the main owner, but

there are many other stakeholders. A stakeholder is an individual, group or
organisation with an interest in the activities of a business. An entrepreneur
should make decisions with the interest of all stakeholders in mind.
Stakeholders can be internal (directly involved with the running of the company)
or external (outside parties that can affect and be affected by the business).
Figure 0.1 shows the main stakeholders in an enterprise.
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TIP

Never dismiss an idea as being too simple or not good enough. Always give it a go
and find out how you can develop it further.

The main stakeholders in an enterprise

Employees

Internal
Owners/
shareholde 2

3 p
I COhs U Mers,
Governmen
|
N
L

ocateo amunity

Stakeholders

V|

External -

Supptliers

Lenders

Competition

oldersin an enterprise

Figure 0.1:

Employees: Em re the people who do the work in an enterprise and

earn a living from the operations of a business. To keep employees happy and
productive an enterprise must provide them with fair wages, job security and

good working conditions.

Owners/shareholders: Having invested in the enterprise, owners and
shareholders want the business to grow and make profits. Healthy profits and
the growth of an enterprise are important to attract further investment.
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Customers/consumers: It is very important for an enterprise to satisfy its
customers as they generate revenue for them by buying their products or
services. To have a stable and loyal customer base an enterprise should provide
a good quality product/service at a fair price.

Government: All businesses and individuals have to pay taxes to the
government. In order to be law abiding and benefit from possible government
grants and subsidies, an enterprise should follow all tax, labour and
environmental laws. The government of a country is also interested in the
employment generated by the operations of a business.

Local community: These are the people who live in the area.near.the business.
They are affected by the impact that the business activity has on traffic, pollution
and infrastructure in the area. In order to avoid complaints.and‘epposition,

an enterprise should aim to keep its negative impact te aminimum<The

local community, on the other hand, can also gainfrem theinfrastructural
developments and jobs created by businesses|in theirarea.

Suppliers: These are the businesses thatsupply the raw materials/products
needed by an enterprise. They should be paidion time in order to ensure a timely
and continuous supply of the needed supplies:

Lenders: These are the people‘ar organisations that lend money to an
enterprise, such as banks, other financial institutions and investors. It is
important for an enterprise torepay therlenders on time so that they can borrow
from them in thefuture.

Competition: These are businesses that operate in the same industry providing
a similar produet or service, targeting the same market. A business can both
affect and be affected by the actions of its competition. To gain market share, an
enterprise can sé€timarketing and pricing strategies in line with (or even better
than) that of the competition.
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Ways of being enterprising at home and at school

Being enterprising
at home

Organising a task:
being in charge of a meal,
from buying food to
cleaning up
laundry
shopping

Taking responsibility:
babysitting younger
children
helping siblings with
homework
feeding pets on time
exercising and grooming
pets

Earning money:
babysit
delivering newspapers
selling paintings/ art

Organising yourself:

for a school trip
for a family picnic
finishing assignments on
time

Being enterprising
at school

Taking responsibility:
class monitoring
school prefect
class representative
team member or captain
buddying

Organising yourself:
getting to school on time
correct books
using a di2ry/school
planner
handing in assignments
o) time

Lead crship:
leading school clubs
( running school sports
events
setting up projects and
campaigns

Earning money:
organising and running

chairty
fundraising events

Figure 0.2: Ways of being enterprising

Developing wider
enterprising skills

Applying technology:
revision websites and apps

web storage mechanisms
to share information

Building communication
nd numeracy skills:
nalysing data
applying logic and
reasoning
verbal/non-verbal skills to
get your point across

Thinking creatively and
independently:
new solutions to problems
creative solutions as a team
out-of-the-box approach

Learning independently/
as a group:
identify your strengths/
WEELGESYES
good speaker
good listener
learn from others mistakes
and experience

Reasoned evaluations:

compare
analyse
evaluate

choose the best option
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Analyse: Examine in detail to show meaning, identify elements and the relationship
between them.

Evaluate: Judge or calculate the quality, importance, amount, or value of something.
Identify: Name/select/recognise.

Explain: Set out purposes or reasons/make the relationships between things
evident/provide why and/or how and support with relevant evidence.

ACTIVITY 0.1

Think of yourself as a social entrepreneur and iden enge faced
by your school or community, and develop ideas to s
An example of a challenge faced by a school might be th r nds to

event to raise
nt ways of being

buy enough computers and sports equipment.
awareness of or raise funds for your cause. Rem
enterprising discussed earlier.

1 Whatinitiatives/different fundraisi
n (such as the school, students a
2  What do you think the differ

school raise funds?

different stakeholders
to solve this challenge?

ritten communication is simple and clear.

«  Whatis the aim of your enterprise?
«  Will your enterprise be a social or profit-making enterprise?
+ Identify and explain the role of the external stakeholders in your enterprise.

« Identify some ways in which you can be enterprising to make your enterprise
project a success.
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Nirali Someshwar, India

An architect by qualification e
but with a passion for dance,
today Ms Nirali Someshwar
is an entrepreneur. She has
successfully run her dance
academy Happy Feet in Pune
and Mumbai, India for the
last 10 years. The setup of
this creative enterprise was
completely unplanned: she
performed at a few festivals

MINI CASE STUDY

n dance and does
choreography for various school and weddings. With

there is a lot of competition i
for what she does, her d, i and hard work will help her expand
further.

n which Nirali Someshwar has been
ue to be enterprising in order to face the challenges

3 What risk factors do you think she may have considered before taking
the decision to set up her dance academy?

4  Identify the different stakeholders of the enterprise.

With reference to this case study, explain whether this is a business
or a social enterprise. Outline the difference between a social and a
business enterprise.
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You should know:

the two main types of enterprise: a social enterprise (not-for-profit) and a
business enterprise (where the aim is to make a profit)

making well-thought-out decisions, being innovative and taking risks are
the three main characteristics of an enterprise

entrepreneurs who start up an enterprise have to be mindful of the
interests of all stakeholders

stakeholders are people and organisations that have ani
activity of a business. They can be internal (withi

external stakeholders.
you can be enterprising in everything yot



Chapter1
Setting up a new enterprise

L1 N

In this chapter you will learn about:

the different stages of the enterprise process
the key points to consider at each stage
the characteristics of different types of business organisations.
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The enterprise process g

To be successful in an enterprise activity,

an enterprising person needs to follow
various steps in order. This is called the
enterprise process. Make sure you
consider each of these steps as you plan
and implement your own enterprise project.

Enterprise process: The various
stages involved in starting and
running an enterprise.

Evaluation of
Monitoring W successes and
progress failures

Identifying Exploring
the problem, creative

Action Implementing
need or want solutions

planning the plan

N

need or want:

« Acombinatio discussion, brain storming and individual reflection
should be used to identify and understand the problem, need or want. Collecting
ideas and thoughts from different people involved/stakeholders will ensure many
different aspects of the business opportunity have been considered.

+ Asuitable risk assessment needs to be carried out before starting an
enterprise activity.

« Theidentification of the enterprise opportunity/idea should be backed up
with thorough research about the market need. This helps the enterprise have
a clear aim and vision that it can work towards. The expected rate of return if
it is to be a business enterprise, should also be considered.
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+ Recognition of the skills required and reflection on whether an entrepreneur
and his associates have them is important for the success of the enterprise. If
there are any skills gaps then there should be a plan in place to fill them.

Exploring creative solutions

« When aiming to solve a problem or meet a need, creative and innovative ways
need to be looked at and evaluated. Creativity and innovation are key traits
of a successful enterprise. They help entrepreneurs find new ways of solving
existing problems and meeting needs.

« These creative ideas then need to be analysed and evaluated to help choose
the most effective solution. Mind maps can be used to exg e links
between ideas which can then be very helpful indevelog sffettive
enterprise plan.

Action planning:
« Thisinvolves, making plans for the enterprise
budget and financial capability in min

« To be successful, en rise activities must be carried out efficiently,
effectively, la d with due regard to health and safety.

« All milestones, timescales and health and safety issues identified in the plan
should be frequently referred to. This ensures that the activities and tasks are
focused and directed towards meeting objectives.

« Things don’t always work out as planned and unexpected events do happen.
In such a case, decision-making needs to be quick, flexible and responsive.

Monitoring Progress
« Constantly monitoring and evaluating progress against the objectives set out
is a way to make sure that projects are tracked and any deviations identified.
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« Iftasks are not done and objectives not met on time, corrective action/
adjustments need to be done in response to any deviations from the plan.
This is essential to ensure that objectives are met and goals achieved within
the allocated budget and time.

Evaluation of successes and failures

« Thisinvolves reviewing the final outcomes against achievement criteria.
This is done in order to draw lessons from the activity and come up with
suggestions for improvement in the future.

« Skills, attitudes, qualities, understanding acquired and lessons learned should
also be assessed and reflected on to enhance the successof future enterprise
projects or activities.

TIP -y

can be
arget setti

derstand the
jon andhperform calculations.

Word processing and spreadsheet software toe
ideas and plans, and for creating timelines for

ry useful for recording
7 and monitoring.

Putting data and figures into tables m

information. Use a spreadsheet to

ACTIVITY 1.1

ot classes with maths/science/English
opular or sport of your choice

Once you have decided on which club your group will be starting, discuss all the
things you need to consider to get it running. Consider the various stages of the
enterprise process and what you need to do. You can make an enterprise process
mind map or make a list of the points.

1 Which club has your group decided to start? How did you identify this club as
the best one to start?

2 What planning do you need to do in order to start the club? One of the things
to think about is the venue where the club will meet. What other things should
be considered?

3 How will you implement the plans that you have made?
4 How will you ensure that your club is running successfully?
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PROJECT PROMPT

As you start your enterprise project, have an overview about how your project
will develop through various stages of the enterprise process

1 When identifying the problem/need of your project, identify the various
factors that you will have to consider. Think about the research you will
have to do to make informed decisions. What will be the aim/vision of
your enterprise? Consider the risks involved in starting and running your
enterprise.

2 Analyse how the solution that you have found to the need/problem identified
in your project is the most creative and effective.

3 When making your action plan, think of all the financial a
aspects of your enterprise.

4 Find out about all sources of help and support fro
other organisations that you could use.

5 Think about what milestones you might set
of your project.

6 Ateach stage, remember to reflect o
been improved.

Businesses may be orga in ma erent ways, each with its own legal

Private limited

Public limited

Types of business
organisations

Charities

Social enterprise

Franchise

Figure 1.2: Types of business organisations

Not-for-profit
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Sole trader

Thisis a business that is owned and run by just one person though it may employ
staff. Asole trader is an unincorporated business. This means it is not a separate
entity from the owner. The owner has unlimited liability and is liable for all the
debts of the business and stands to lose his/her investment as well as personal
assets if the business

goes into debt.

However, this is one Sole trader: A business that is owned and run by

of the most common just one person though it may employ staff. It is an
types of business unincorporated business in which the owner has
organisations, unlimited liability for all the debts o
mainly because it is Unincorporated busi
cheaper and simpler possess a separate legal
to start. Examples owner(s) have full liability fo
include hairdressers, Unlimited liability:
all the debts of thej
photographers,

freelance writers and

into debt.
artists. A

Advantages of being a sole trader:
+ Cheap, quick and simple (less documentation and legal formalities) to start.

+ Theowner can keep all'the prefits.
« The ownercan makehis/her owndecisions and has full control of their business.

Disadvantages of being a sole trader:
« The owneris fully responsible for all debt, also known as unlimited liability

« Itis difficult tosaisefinance, so often the owner has to rely on personal savings.

Partnerships

This is a business that is owned by two or more people, who are known as the
partners. Partnerships cannot normally

have more than 20 partners though this

can vary from country to country. This Partnership: A business that s
sort of a business organisation is also GRS B I e pe(.)ple’

. known as the partners. This
unincorporated and so the partners have sort of a business organisation
unlimited liability. Lawyers, accountants is unincorporated and so the
and small businesses owned by two or more partners have unlimited liability.

people are usually set up as partnerships.
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Advantages of partnerships:
+ Cheap, quick and simple (less documentation and legal formalities) to start.

« The partners can keep all the profits.
« The partners have full control of their business.
+ The decision-making and workload is shared.

Disadvantages of partnerships:

« The partners are fully responsible for all debt (also known as unlimited
liability).

« Itis difficult to raise finance, so often entrepreneurs have to personal
savings.

« Disagreements and conflicts between partners can slow.dov business.

« The decision made by one partneris legally a others.

Limited companies

Limited companies are incorporated pusin re a separate legal entity
from their owners. A limited comp i eholders who own a
share of the company. There ar limited companies.

Private limited compa

The shares of a private limi any are usually held by friends and family so
there are a

Public lim

Shares are offered to and often owned by the public and other organisations.

Advantages of a limited company:
« The shareholders have a limited w

liability, which means they are e Gy A

not fully liable for the debts of the incorporated business that
business. Shareholders/owners are is a separate legal entity from its
only liable to pay/lose the amount owners.

they have invested. Limited liability: Shareholders/

. . L L owners are only liable to pay
« Itis easier to raise finance than it is for or lose the amount they have

sole traders and partnerships as they invested.
can sell their company’s shares.
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+ Since the company is a separate unit from the owners, it will continue to exist
even if one of the owners leaves or dies.

Disadvantages of a limited company:
+ Limited companies are not so easy to set up as there are a lot of legal
formalities, rules and regulations to be followed.

+ The original owners may lose control of the business as shares are sold to
the public.

« The accounts of the company have to be published for the public to see.

Co-operatives

This type of business organisation is
owned and managed by people who use
its services and who work there. There
are different types of co-operative.

erat type of business
on thatis owned and

y people who use its
ho work there.

« Aconsumer co-operative is owned
by consumers who buy its goods or
services.

A

« Aproducer co-operative is owned by praducers of goods who have come
together to sell their goods.

« Aworker co-operativeis ohe whieh is run by its employees.
Advantages of co-operatives:
+ Co-operativés are democratic.

« The membersywhether consumers or employees) work together. There are
fewer chances of conflict as members share a common interest.

« The owners/shareholders in a co-operative usually have limited liability.

« Co-operatives usually get some sort of tax relief from the government.

« Most co-operatives are treated as separate legal units and so the death of a
member does not affect its continuity.

Disadvantages of co-operatives:

« Itis difficult to raise finance as co-operatives cannot issue shares.

« Accounts have to be made accessible to the public.

« Members may not necessarily have the required skills to run the business and
so have to hire professionals who may be expensive.
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Franchises O=——
Afranchise is a form of business Franchise: A form of business
organisation that allows a company organisation that allows a
(franchisee) to bLIy the rlght to use company (franchisee) to buy the

an existing company’s (franchisor) right to use an existing company’s
brand name and products/service. For (franchisor) brand name and

example, Subway, the sandwich shop proclic/sene,

opened its first franchise in Connecticut,
USAin 1965. Other Subway franchises soon followed and now there are more
Subway restaurants in the world than any other restaurant chain.

Advantages of franchises:
« Thefranchisee has a greater chance of success as a ing
well-known product/service.

« The franchisor may provide some support to iseeby providing
advice and training.

« The franchisor may contribute funds tising at national level,

reducing the franchisee’s costs.

» Easier to gain loans from ba iness is seen to be low-risk.

Disadvantages of franchi

+ Thefranchisee will have to icense fee and possibly a percentage of the

ing franchise business may be high.

ave full control over how he can run his business as he
controls set by the franchisor.

« Thefranc
will have to fi

Social enterprises

Asocial enterprise is a business with social objectives and ethical values aimed
at benefitting the community. The money earned is reinvested in the business or
used for a social cause. There are different types of social enterprise.

Not-for-profit enterprises

+ Not-for-profit enterprises are directly involved in producing goods or providing
services, but in a socially responsible way.

« They often sell products or services in order to reinvest their profits into the
business for the benefit of the community and not-for-profit maximisation of
its owners/shareholders.
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« They generate their own income and do

not rely on donations to survive.
Income: All the money that

« Anot-for-profit organisation’s aim is to comes in to an enterprise.

improve social conditions. The aims may be
short-term or may last for decades.

Charities
« Charities raise money by doing fundraising activities and collecting donations.

« Charities work to provide quick solutions to immediate disasters/adversity
and theirimpact is often short lived.

Advantages of social enterprises:

« Committed employees: employees who work forassocial entérprise often
feel for the cause and have a personal interest in its social aims. and objectives.

« Job satisfaction for employees is high as theyknowthey have made a
difference to people in need.

« They bring about a positive change to people and communities.

n Disadvantages of social enterprises:
« Social enterprises may be less competitive in the market due to limited capital.

n deciding what type of organisation

Inagroup, re discuss an enterprise that has come up internationally or
in your own country recently. You may use the internet or a business magazine/
journal for your research. What type of an organisation is it? What is the main
product/service offered by the enterprise? What are the risk factors/challenges
faced by the enterprise? Is it successful so far?

What type of a business organisation will best suit your enterprise? Explain why
you think this sort of organisation will be best suited to you.

Itisn’t a requirement for the coursework, but it would still be useful to think about
which type of organisation will best suit your enterprise.

What are the disadvantages of this sort of organisation and how could you
minimise them?
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Betty Makoni, Zimbabwe

MINI CASE STUDY

b of Africa and it has grown into an
] etwork Worldwide. It is a not-for-profit
aim to protect and promote the rights of girls

istics of the Girl Child Network make it a social
enterprise?

2 Using the case study, explain the main differences between a sole trader
and a social enterprise.

3 What do you think are the main challenges faced by a social enterprise
like the Girl Child Network?

4  What do you think are the driving factors behind people working for
such an enterprise?
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Richard and Maurice McDonald, USA

The McDonald
brothers, Richard
and Maurice,
opened their first
restaurant in 1940
in San Bernardino,
California as a
barbecue restaurant
focused on quality
and quick service.
Having spotted its
potential to expand
throughout the
United States and beyond, Ray Kroc joined'the company in 1954. He grew
the business by offering franchises. There are now more than 29000
McDonald’s restaurants in over 120 ountries and it'is one of the largest

>
(=]
=)
-
(%}
w
(%)
<
(%)
=
=

H food service companies in the world.

McDonald’s, the franchisor, grants the right to sell McDonald’s branded
goods to someone wishing to setup theirown business: the franchisee.
To ensure consistent quality.standards across all McDonald’s restaurants
all franchisees have to use standardised McDonald’s branding, menus,
design layouts:and administrative’systems. McDonald’s also provides the
franchisees with initial training, continuous support and coordinated
marketing. Forthe franchising to be a success there is a special three-way
relationship that exists between McDonalds, the franchisee and the suppliers.

Using franchising as a means to expand has proven to be very beneficial for
McDonald’s as franchises bring entrepreneurs, full of determination and ideas,
into the organisation along with a monthly rent. Responding to local consumer
tastes, many new items on McDonald’s menus have come from franchisees.

The role of the supplier is critical to the success of the franchise operation. As
McDonald’s considers the quality of its products to be of absolute importance,
it sets very high standards for its suppliers and believes in developing close
relationships with them. Suppliers who have been able to meet McDonald’s
standards have been able to share in the growth and success of McDonald’s.
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Questions:

1  Discuss the main advantages to a business entering the restaurant
industry either by buying a franchise or opening a restaurant as a
limited company.

2 Discuss the challenges that may be faced by a McDonald’s franchisee.

What are some of the advantages to McDonald’s when expanding by
offering its franchises?

4  Explain the role and importance of suppliers as stakeholders in McDonald’s.

Exam-style questions

1 State one advantage and one disadvantag ership. [2]

Fxplain two of its main feature [4]

3 Inthe McDonald’s case st
and explain their invol

[4]

4 [6]
5
(6]
6
[10]

Describe: State the points of a topic/give characteristics and main features.
Discuss: Write about issue(s) or topic(s) in depth in a structured way.
State: Express in clear terms.
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You should know:

the six stages in the enterprise process: identification of problem/need,
exploring different solutions, action planning, implementing the plan,
monitoring and evaluating success and failures

sole traders, partnerships, limited companies, franchises and co-operatives
are different types of business organisation that exist to maximise profit for
the owners. Each has their own legal status, advantages and disadvantages.
social enterprises work for the benefit of the communit for the

maximisation of the owners’ profit
charities and not-for-profit organisations are eN ial enterprises.





