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Glossary of Entrepreneurship-related Terms
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Enterprise involves measures to encourage individuals to become entrepreneurs and equip them with the necessary skills to make a business successful (Mason, 2000)

In essence enterprise is about spotting opportunities, creating new ideas and having the confidence and capabilities to turn these ideas into working realities (Nixon, 2004)

Entrepreneurship is an activity which leads to the creation and management of a new organisation designed to pursue a unique, innovative opportunity (Hindle & Rushworth, 2000)

Fundementally, it is about using enterprise to create new business, new businesses and 'can-do' organisations and services (Nixon, 2004)

Intrapreneurship is the art of working within an organisation to effect change, by developing new ideas, procedures or products, by innovating practice and thereby enhancing the business (Kneale, 2002.)

Social entrepreneurship involves using entrepreneurial skills for the public good rather than for private profit, that is using imagination to identify new opportunities and determination to bring them to fruition (School for Social Entrepreneurs).

~~/~~

The following terms relate to entrepreneurship and in particular, business start-up:
Account

Record of a business transaction. When you buy something on credit, the company you are dealing with will set up an "account". This means that they set up a record of what you buy and what you pay. You should do the same thing with any customers to whom you give credit.

Accounts

A generic term for the financial documents that companies in the UK are required to file each year. Most companies filing will include a Profit & Loss account, a Balance Sheet, a Director's Report and Auditor's Statement. 

Adding Value

Providing something extra, over and above your competitors, which makes your proposition more attractive then theirs e.g. personal service.

Asset

Anything of worth that is owned by the business. The assets of a business are money in the bank, accounts receivable, securities held in the name of the business, equipment, fixtures, property or buildings, merchandise for sale or being made, supplies and all things of value that the business owns.

Audit

A process carried out by an accountant (auditor) on all limited companies each year to check that the financial records are correct. The auditor cannot be the company’s own accountant. Sole traders and partnerships do not need to have their accounts audited.

Balance Sheet

A statement of the assets and liabilities of the business at any given time.

Benchmarking

A method used to compare the relative performance ranges of different businesses. It is an effective way of identifying areas for business improvement. 

Best Practice

Best performance of a function or process or methods that lead to exceptional performance.

Brainstorming

A technique of solving problems in which members of a group put forward ideas to resolve the issues raised.

Break Even

Break-even point represents the volume of sales at which total revenue equals total costs.

Budget

A plan, usually expressed in monetary terms, which projects the operation of a business over a period of time.
Business Angel

An individual investing in businesses, especially start-up businesses. 

Business Plan

A document, which analyses your business activities in detail and predicts the expenditures of the business for at least the coming year. Usually presented to the bank to support a request for a loan and/or overdraft facilities.

Capital

This has several meanings, but usually refers to the amount of money in the business belonging to the proprietors or shareholders.

Capital Expenditure

Money spent on the purchase of an asset.

Cash Book

A daily record of payments and receipts.

Cash Flow

The difference between total cash coming in and going out of a business over a period of time.

Companies

A Company is a type of business structure created and regulated by state law. What sets the company apart from all other types of businesses is that a company is an independent legal entity, separate from the people who own, control and manage it.
Conditions of Payment

The written terms under which one must make payment or could seek payment if it was due to him/her.

Cost of Sales

A term used in a trading account representing the cost of the materials used which, when taken from the sales figures, gives the gross profit.

Cost Plus Pricing

Selling a range of products/services by setting the price on the basis of adding a fixed mark-up to the total costs of production and associated costs.

Credit

The period allowed, or taken, to pay for goods or services.

Credit Account

An agreement made with a trusted customer so that he or she can buy goods or services and pay for them later.

Creditor

A party to whom money is owed by the business.

Current Asset

A cash balance and other assets intended for conversion in cash.

Current Liability

A temporary debt which is capable of being paid off within one year, e.g. creditors, bank overdraft and short term loans.

Debtors

A party who owes money to the business.

Depreciation

A way of measuring the cost of using an asset which decreases in value with time and/or use.

Differentiation

To make one’s product/service different from others in the market place.

Direct (variable) Costs

Expenses, such as materials, which vary according to the number of goods produced or services offered.

Drawings

Money taken out of the business by the owner for personal purposes (sole trader & partnership only).

E-Commerce

Conducting business over electronic networks, usually via the Internet. 

Economics of Scale

Rationalising a business operation to maximise the use of each individual resource so that each is cost effective; to ensure there is no competition or waste of activities.

Exit Route

How the company plans to leave the market and possibility, sell up.

Expenditure

Expenditure is money that is spent in the course of the business.

Facility

Usually a loan or overdraft offered to the business by a bank.

Financial Year

The accounting year of a business, the period covered by the accountant.

Fire Fighting

Having so much work and so few resources we can only react to events and hence “fire fight” rather then working to plan.

Fixed Assets

Assets such as machinery, land and buildings which the company do not intend to sell and which are intended for use within the business.

Focus Groups

A professionally moderated discussion among a group (four or more participants) of individuals whose opinions are thought to reflect those of the product's intended purchasers.

Franchise

The right to use the name of another company, and to sell its products or services in exchange for a royalty. The franchisee agrees to abide by the conditions set out in the franchiser’s agreement.

Gearing

Gearing is an indicator of a company's ability to service its debt. The higher the proportion of debt to equity, the higher the gearing.

Gross Profit (also Gross Margin)

Difference between sales and direct costs.

Guerrilla Marketing Approach

Highly aggressive marketing intended to get maximum results from minimal resources.

Hedging

An insurance policy designed to protect individuals or companies from major market movements. Hedging involves buying two investments that will move in opposite ways as markets move, leaving investors unaffected by major movements. Companies typically hedge against exchange rate movements. 

ICT

Information and Communications Technology. Includes computers, telecommunications, internet, etc.

IIP

The guardians of the Investors in People Standard are responsible for the quality assurance arrangements for the assessment and recognition of staff within an organisation.

Intangible Assets

Assets which have no material existence, i.e. goodwill.

Intellectual Property Rights (IPR)

A state granted right to protect a form of intellectual property, (property such as an idea, a design, etc, which has been created by an individual but doesn’t exist in physical form) for e.g. a patent right, design right, trade mark right or copyright.

Kickback

An illegal, secret payment made in return for a referral which resulted in a transaction or contract.

Liquid Assets

An asset which can be converted into cash very easily, for example debtors.

Long-term Liability

A debt, such as a secured loan extending over 1 year.

Market Segmentation

The process of looking at the different customer needs within a market and dividing them into different segments based on these needs.

Market Proposition

Your unique offering to a particular market or part of a market.

Mortgage

A mortgage is a secured charge for which the lender has stipulated property (real estate) as security.

Net Profit

The figure remaining after direct cost and overheads have been deducted from sales revenue.

Net Worth

Indicates an owner's equity in a business, calculated by deducting total liabilities from total assets. Similarly, the net worth of an individual is calculated by deducting all personal liabilities from personal assets.

Niche Markets

A small or little explored market which mass market corporate may miss, giving smaller companies the opportunity to design their offering to fit its particular requirements.

Overdraft

The amount which a bank is prepared to extend as credit on a current account.

Overheads (indirect or fixed costs)

Expenses which do not vary with the level of production or number of employees and which cannot be attributed to production costs, e.g. lighting, rent, rates.

Partners

More than one person owns and manages a business. All have equal responsibility.

Patent

The exclusive legal rights to make and sell an invention or new product.

PAYE 

Pay As You Earn. A scheme that every small business employing people must set up and administer to pay income tax and National Insurance contributions to the Inland Revenue.

Positioning

Positioning is how a product appears in relation to other products in the same market.

Pre-Selling Campaigns

Marketing activities prior to product launch.

Profit and Loss Account

Statement showing sales costs, expenses and profit (or loss) for an accounting period, normally one year.

Profit Margin

The ratio by which a company's income exceeds its outgoings.

Purchases

The materials or stock that a business buys over a given period. 

Profiling

To increase the public image of an individual, or ones business.

Quality Systems (ISOs)

The process within an organisation which ensures that work is carried out to the highest standard and documented as such.

Receiver

A person appointed to collect and manage the assets of a company, or partnership in serious financial difficulties. In the case of bankruptcy, the assets may be sold and distributed by a receiver to creditors.

Registered Office

The address where a company is officially registered with the Register of Companies. (Not necessarily the trading address).

Revenue Expenditure

Money spent in the running costs of the business.

Segmentation

See ‘Market Segmentation’.

Shareholder

A person or entity that owns shares of stock in a company or mutual fund. 

SME

Small and Medium-sized Enterprise. The technical definition covers companies that have less than 250 employees, (50 for a small business) and are less than 25% foreign owned. 

Social Enterprise

An enterprise whose primary aim is to meet some social rather than business need. Examples include charities, co-operatives and community businesses. Although generally run as not-for-profit enterprises, their success usually depends on application of the sound business practices described on this website. 

Socio-Economic Background

Social class (grade A to E) which is of course related to ones income, is used to identify the kinds of people who buy your product and hence to target more of them.

Sole Trader

An individual running a business. All revenues and payments from the business are incorporated within the individual's personal financial and tax affairs. 

Statement of Account

The record you receive, from your bank or a company with which you have been dealing, which shows all the relevant transactions and finishes with the amount you owe or are owed.

Stock

Goods-whether finished, in production or raw materials.

Supply Chain

The name given to the overall system that covers the flow of material and information from a business's sources of supply to its customer. It includes intermediaries such as wholesalers and distribution logistics. 

Top Line

Sales or turnover.

Trading Account

A summary of your sales for a period, usually a year, together with the cost of sales for the same period, showing the resulting gross profit.

Turnover 

Total invoiced sales net of VAT.

Unique Selling Point (USP)

An unusual or unique feature of a product or service that no other product has.

Or

The thing about the product that makes consumers buy it.

VAT

Value Added Tax is a sales tax set at 17.5% of value within the UK. Most goods and services supplied within the UK are liable to VAT.

Working Capital

The capital which is used for the day-to-day running of the business.
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