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Formative assessment 

Section1: 50 marks 

Activity 1 (2 marks) 
 

 Question Yes Maybe No

1. I am persistent.     

2. When I’m interested in a project, I need less sleep.     

3. 
When there’s something I want, I keep my goal clearly in 
mind.  

   

4. I examine mistakes and I learn from them.     

5. I keep New Year’s resolutions.     

6. I have a strong personal need to succeed.     

7. I have new and different ideas.     

8. I am adaptable.     

9. I am curious.     

10. I am intuitive. (just know what to do in different situations)     

11. If something can’t be done, I find a way.     

12 I see problems as challenges.     

13. I take chances.     

14. I’ll gamble on a good idea even if it isn’t a sure thing.     

15. To learn something new, I explore unfamiliar subjects.     

16. I can recover from emotional setbacks.     

17. I feel sure of myself.     

18. I’m a positive person.     

19. I experiment with new ways to do things.     

20. 
I’m willing to undergo sacrifices to gain possible long term 
rewards.  

   

21. I usually do things my own way.     

22. I tend to rebel against authority.     

23. I often enjoy being alone.     
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For each “Yes” give yourself 3 points; for each “Maybe” give yourself 2 points; and 
for each “No” give yourself 1 Point. 
 
If you scored between 60 and 75, you can start that business plan. You have the 
earmarks of an entrepreneur – a person who is willing to start and run his / her own 
business.  
 
If you scored between 48 and 59, you have potential but need to push yourself. You 
may want to improve your skills in your weaker areas. This can be accomplished by 
either improving yourself in these areas or by hiring someone with these skills.  
 
If you scored between 37 and 47, you may not want to start a business alone. Look 
for a business partner who can compliment you in the areas where you are weak.  
 
If you scored below 37, self-employment may not be for you. You will probably be 
happier and more successful working for someone else. However only you can make 
that decision.   
 
Should you score below the required base, you may need to go on some assertive 
training. Consider the wording of the scoring. 
 
What was your score exercise? What does this mean in terms of you 
becoming an entrepreneur? (2) 
 
 
 
 
 
 
 
 
 

Activity 2: 13 marks 

To develop a savings plan and spending plan:  

2.1 First, identify and write down your fixed expenses for the month. Fixed 
expenses include such things as insurance, home/ property, car 
payments, utilities, savings, etc. List 4 fixed expenses and amounts 
and give a total for all your fixed expenses.     (5) 

 

 

24. I like to be in control.     

25. I have a reputation for being stubborn.     
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Fixed expenses Amount in Rands 

  

  

  

  

Total R 

 

2.2 Next, identify your flexible expenses and write them down for the 
month. Since you are not obligated to specific expenses for these 
items, you have more flexibility in whether or not you want to include 
them and how much each of them will be. Consider what you’ve spent 
in previous months and any changes you wish to consider. Flexible 
expenses include such things as food (including dining in restaurants), 
clothing/ personal care, entertainment, transportation (gas), etc.  List 4 
flexible expenses and amounts and give a total for all your flexible 
expenses.          (5) 

 

Flexible expenses Amount in Rands 

  

  

  

  

Total R 

 

8.1 How much cash was received in the business ledger above?   (1) 

 

 

 

 

8.2 How much cash was disbursed in the business ledger above?   (1) 
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8.3 What is the difference between cash received and cash disbursed?   (2) 

 

 

 

 

8.4 What is the difference between the closing cash balance and the opening 
cash balance?          (2) 

 

 

 

 

8.5 What is the profit before taxes?        (1) 

 

 

 

 

8.6 What is the profit after taxes?        (1) 

 

 

 

 

8.7 Explain the relationship between cash flow and profit in this case study. (2) 

 

 

 

 

 

 

 

 

 

 



5 
117244 Learner Work File Ver. 1 

INSETA copyright 2014 

 

Section 4: 50 marks 

Activity 9 (50 marks)   

Do this exercise on your own and then discuss the answers with the 
group. 

Compile a personal profile in order to match personal traits and abilities to a 
business opportunity.  

9.1 Personal strengths and abilities       (3) 

 

 

 

9.2 Personal weaknesses        (2) 

 

 

 

9.3 Personal traits needed by the opportunity     (3) 

 

 

 

9.4 Match your personal profile to the type of work, product or service that 
has potential as a SMME.  

Personal profile match with business opportunity     (2) 

 

 

 

 

9.5 Personal training needs analysis (3) 

Identify your own training needs in terms of the SMME opportunity you 
have identified. To start and manage a successful SMME you need to 
consider the following areas: 

 Financial knowledge including cash flow, income statement, 
balance sheet, break even analysis, finding finance, basic 
bookkeeping, financial analysis, managing credit, taxes 
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 Marketing knowledge including advertising, sales, promotions, 
pricing policy, required service levels, marketing research 

 Technical or operational knowledge on product or service 

 Legal structure of company and contracts 

 Hiring and managing human resources, including skills levy, 
industrial relations, basic conditions of employment, employment 
equity 

 

 

 

 

 

Need identification of product or service as well as possible 
competition 

One of the best ways to ensure your business success is to ask your 
customers for advice. (People love to be asked what they think!) Use the 
worksheet titled Product Survey (below) to talk to your friends and 
neighbours and find out what they think about your prices and your products. 
Listen carefully to see if you need to adjust prices or create additional 
services or products. Don't be surprised if some people want to place orders 
when you are taking your survey.  

9.6 Identify the need for your product or service idea by using the 
following questionnaire. (14) 

Product/Service Survey 

Dear Customers, Friends, and Neighbours: 

I am conducting a survey to see how my business can help the people who 
live in our community . You can help by giving your opinion about the 
following product/ service: 

Product/Service:          (1) 

 

 

  

Description:          (1) 
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Price:           (1) 

 

 

  

Would you use this product or service?   Yes, No?    (1) 

 

 

Why or why not?          (1) 

 

 

 

How often would you use this product/ service?     (1) 

 

 

 

What do you like about the product/service? (1) 

 

 

 

What suggestions do you have for improving the product/ service? (1) 

 

 

 

What do you think about the price? Too low, too high, about right? (1) 

 

 

 

What similar product/service do you now use?     (1) 
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What do you pay for the other product/ service you now use?   (1) 

 

 

 

What evidence can you find to support economic trends in general in 
South Africa?        (1) 

  

 

 

What evidence can you find to support demand for your product or 
service?           (1) 

 

 

  

  What are their price ranges like and are they suitable for your budget? 
           (1) 

 

 

`Thanks for helping me do a better job! 

 

9.7 Competitor analysis (12) 

By now you should have a pretty good idea of who your customers will be 
and their specific needs. There are, however, some people standing 
between you and this pot of gold – they are your competitors. They have the 
same objectives as you and if you are to succeed you have to defeat them. 
You ignore them at your peril. Once again, intelligence is the key. 

What do you know about them?       (1) 

 

 

 

How many of them are there in your area?      (1) 
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How big are they?         (1) 

 

 

 

How profitable are they?        (1) 

 

 

 

What is the quality of their products or services like?    (1) 

 

 

 

 

What warranties and services do they provide?     (1) 

 

 

 

What are their credit terms?        (1) 

 

 

 

What is their reputation in the market?      (1) 

 

 

 

How do their distribution channels operate?     (1) 

 

 

 

Where are they located?        (1) 
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Write down your decision about the potential of your product service 
idea vis-a-vis the competition and possible distribution channels that 
you could use to get your product/service to its intended market.  (2) 

 

 

 

 

 

9.8 Location for your selected SMME      (2) 

Identify a possible alternative location for your selected SMME and 
make a decision which one will be the most suitable for you. When choosing 
a suitable location consider the following variables: 

 Climate 

 Energy costs 

 Taxation 

 Skill/knowledge of workforce 

 Cost of labour 

 Productivity of labour 

 Access to markets 

 Regulatory practices 

 Cost of living 

 Transport 

 Raw material access 

 Cultural amenities of the area 

 Access to finance 

 Advisory services 

 Accessibility / invisibility to customers 
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9.9 Municipal by-laws and other constraints for selected SMME in a 
specific location          (2) 

Once you have decided on a specific location and selected your SMME, 
investigate the relevant municipal by-laws and other constraints on 
trade that exist for your selected SMME.  

 

 

 

 

 

 

9.10 Investigate the insurance needs for your selected SMME  (4) 

Once you have selected your SMME, investigate the insurance needs of 
your SMME. Talk to insurance representatives from different companies and 
look at life, short-term, medical, pension and saving needs.  

 

 

 

 

 

 

 

9.11 Name the types of contracts a SMMe could enter into.  (3) 

 

 

 

 

 

 

 

 
 

 

 

 



12 
117244 Learner Work File Ver. 1 

INSETA copyright 2014 

 

ANNEXURE 1 

Sample of Department of Labour Contract 

CONTRACT OF EMPLOYMENT 

Entered into between: 

……………………………………………………………. 
(herein after referred to as "the employer") 

Address of employer: 
……………………………………………………………. 
……………………………………………………………. 
……………………………………………………………. 
……………………………………………………………. 

and 

……………………………………………………………. 
(herein after referred to as "the employee") 

1. Commencement 

This contract will begin on ……………… and continue until terminated as set out in clause 4. 

2. Place of work 

……………………………………………………………. 

3. Job description 

Job Title ………………………………………………. 
(e.g.. Domestic worker, child minder, gardener, etc) 

Duties ..………………………………………… 
……………………………………………………………. 
……………………………………………………………. 
……………………………………………………………. 

4. Termination of employment (See Guidelines 2 and 3) 

Either party can terminate this agreement with four weeks written notice. In 
the case where an employee is illiterate notice may be given by that 
employee verbally. 

5. Wage (See Guidelines 4 and 5) 

5.1 The employees wage shall be paid in cash on the 
last working day of every week/month and shall 

R…………. 
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be: 

      

5.2 The employee shall be entitled to the following 
allowances/payment in kind: 

  

      

5.2.1 A weekly/monthly transport allowance of R…………. 

      

5.2.2 Meals per week/month to the value of R…………. 

      

5.2.3 Accommodation per week/month to the value of R…………. 

      

5.3 The total value of the above remuneration shall be R…………. 

  (The total of clauses 5.1 to 5.2.3) 
(Modify or delete clauses 5.2.1 to 5.2.3 as 
needed) 

  

5.4 The employer shall review the employee’s salary/wage once a year. 

6. Hours of work (See Guideline 6) 

6.1 Normal working hours will be from ………… a.m. to …………. p.m. on 
Mondays to Fridays and from ……………a.m. to ………..p.m. on Saturdays. 

6.2 Overtime will only be worked if agreed upon between the parties from 
time to time. 

6.3 The employee will be paid for overtime at the rate of one and a half times 
his/her total wage as set out in clause 5.3.  

7. Meal Intervals (See Guideline 7) 

The employee agrees to a lunch break of one hour/30 minutes (delete the 
one that is that not applicable). Lunchtime will be taken from ………… to 
…………… daily.  

8. Sunday work (See Guideline 8) 

Any work on Sundays will be by agreement between the parties from time to 
time. 
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If the employee works on a Sunday he/she shall be paid double the wage for 
each hour worked. 

9. Public Holidays (See Guideline 9) 

The employee will be entitled to all official public holidays on full pay.  

If an employee does not work on a public holiday, he/she shall receive normal 
payment for that day. 

If the employee works on a public holiday he/she shall be paid double.  

10. Annual Leave (See Guideline 10) 

10.1 The employee is entitled to……….. days paid leave after every 12 
months of continuous service. Such leave is to be taken at times convenient 
to the employer and the employer may require the employee to take his/her 
leave at such times as coincide with that of the employer.  

11. Sick leave (See Guideline 11) 

11.1 During every sick leave cycle of 36 months the employee will be entitled 
to an amount of paid sick leave equal to the number of days the employee 
would normally work during a period of six weeks. 

11.2 During the first six months of employment the employee will entitled to 
one day’s paid sick leave for every 26 days worked. 

11.3 The employee is to notify the employer as soon as possible in case of 
his/her absence from work through illness. 

12. Maternity leave (See Guideline 12) 

(Tick the applicable clauses in the space provided). 

12.1 The employee will be entitled to …………. days maternity leave without pay; or  

     

12.2 The employee will be entitled to ………… days maternity leave on ………… pay  

13. Family responsibility leave (See Guideline 13) 

The employee will be entitled to three days family responsibility leave during 
each leave cycle. 

14. Deductions from remuneration (See Guideline 14) 

The employer may not deduct any monies from the employee’s wage unless 
the employee has agreed to this in writing on each occasion. 



15 
117244 Learner Work File Ver. 1 

INSETA copyright 2014 

15. Accommodation 
(Tick the applicable boxes). 

15.1 The employee will be provided with accommodation for as long as the employee is 
in the service of the employer, and which shall form part of his/her remuneration 
package 

 

     

15.2 The accommodation may only be occupied by the worker, unless prior 
arrangement with the employer. 

 

15.3 Prior permission should be obtained for visitors who wish to stay the night. 
However where members of the employees direct family are visiting, such 
permission will not be necessary. 

 

 16. Clothing (Delete this clause if not applicable) 

………… sets of uniforms will be supplied to the employee by the employer 
and will remain the property of the employer. 

17. Other conditions of employment or benefits 

……………………………………………………………. 
……………………………………………………………. 
……………………………………………………………. 
……………………………………………………………. 
……………………………………………………………. 
……………………………………………………………. 
……………………………………………………………. 
……………………………………………………………. 
……………………………………………………………. 
……………………………………………………………. 

18. General 

Any changes to this agreement will only be valid if they are in writing and 
have been agreed and signed by both parties. 

THUS DONE AND SIGNED AT ………………….. ON THIS ………… DAY OF 
…………………………. 199... 

……………………………………………………………. 

EMPLOYER                             EMPLOYEE  

 Witnesses: 

……………………………………………………………. 

……………………………………………………………. 
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All qualifications and part qualifications registered on the National 
Qualifications Framework are public property. Thus the only payment 
that can be made for them is for service and reproduction. It is illegal 
to sell this material for profit. If the material is reproduced or quoted, 
the South African Qualifications Authority (SAQA) should be 
acknowledged as the source.  
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This unit standard replaces:  

US ID Unit Standard Title 
Old 
NQF 
Level

New 
NQF 
Level

Credits 
Replacement 
Status 

10386  
Investigate the possibilities of 
establishing and running a small 
business enterprise (SMME)  

Level 4 
NQF 
Level 
04  

3  Complete  

 
PURPOSE OF THE UNIT STANDARD  

Learners who achieve this unit standard know their own strengths and weaknesses 
and can use their self-knowledge to make a decision on a possible business option 
for self-employment.  
 
The qualifying learner is capable of:  
�  Identifying and researching the potential for a SMME as an own business.  
�  Identifying the risk associated with a SMME.  
�  Explaining the financial aspects involved in running a SMME.  
�  Making and supporting a decision as to whether to establish a SMME.  

 
LEARNING ASSUMED TO BE IN PLACE AND RECOGNITION OF 
PRIOR LEARNING  

There is open access to this unit standard. Learners should be competent in 
Communication, Mathematical Literacy and Financial Literacy at NQF Level 3.  

 
UNIT STANDARD RANGE  

The typical scope of this unit standard is:  
1. SMMEs include vendors, franchises, brokerages, spaza shops, IT services, 
cleaning services, underwriting agents, etc.  
2. Poor financial management includes poor cash flow planning, lack of 
understanding of overdraft requirements, poor management of debtors and creditors, 
bad debts, unplanned growth, poor screening of debtors, inadequate financial 
controls.  
3. Short term insurance needs include building, fire, theft, stock, vehicle, movable 
assets.  
4. Long term insurance needs include key-man insurance, temporary disablement, 
buy and sell agreements with partners, death cover, cover to repay business loans, 
computer insurance, etc.  

 
Specific Outcomes and Assessment Criteria:  

 
SPECIFIC OUTCOME 1  

Identify and research the potential for a SMME as an own business.  

 
ASSESSMENT CRITERIA  
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ASSESSMENT CRITERION 1  

Personal strengths, weaknesses, abilities and passions are analysed and a personal 
profile is compiled in order to match personal traits and abilities to a business 
opportunity.  

 
ASSESSMENT CRITERION 2  

A personal profile is matched to type of work, product or service that has potential 
as an SMME.  

 
ASSESSMENT CRITERION 3  

Training required to ensure the success of a SMME is identified and a decision is 
made on when and where to access training.  

 
ASSESSMENT CRITERION 4  

The need for the identified product or service and possible competition is 
researched in a selected area and a decision is made about possible distribution 
channels.  

 
ASSESSMENT CRITERION 5  

A decision is made and supported on a suitable location for a selected SMME.  
 

ASSESSMENT CRITERION 6  

Municipal by laws and other constraints on trade are investigated for a selected 
SMME in a specific location.  

 
ASSESSMENT CRITERION 7  

The importance of networking for a SMME is explained with examples.  
 

SPECIFIC OUTCOME 2  

Identify the risk associated with a SMME.  

 
ASSESSMENT CRITERIA  

 
ASSESSMENT CRITERION 1  

The financial risks encountered by SMMEs are described with examples.  
 

ASSESSMENT CRITERION 2  

Risks associated with being an employer are explained for a SMME.  
 

ASSESSMENT CRITERION 3  

The need for advertising and marketing by a SMME is explained and an indication 
is given of the associated risks.  
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ASSESSMENT CRITERION 4  

Risks associated with growth are discussed for three different scenarios.  
 

ASSESSMENT CRITERION 5  

The insurance needs of a SMME are investigated for a specific enterprise.  
 

ASSESSMENT CRITERION 6  

The risks associated with stock and other business assets are described and an 
indication is given of possible measures to reduce the risk.  

 
SPECIFIC OUTCOME 3  

Explain the financial aspects involved in running a SMME.  

 
ASSESSMENT CRITERIA  

 
ASSESSMENT CRITERION 1  

The concepts of start up and working capital are explained with reference to a 
specific SMME.  

 
ASSESSMENT CRITERION 2  

The relationship between cash flow and profit is explained for three case studies.  
 

ASSESSMENT CRITERION 3  

Financial controls required to ensure that a business is viable are explained with 
examples.  

 
ASSESSMENT CRITERION 4  

The implications of poor financial management are explained with examples.  
 

ASSESSMENT CRITERION 5  

The types of contract that a SMME could enter into are named and a contract 
wording is interpreted and explained in plain language.  

 
ASSESSMENT CRITERION 6  

The tax responsibilities of a SMME are explained and an indication is given of 
when a business is liable for each form of tax.  

 
SPECIFIC OUTCOME 4  

Make and support a decision on whether to establish an SMME.  

 
ASSESSMENT CRITERIA  
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ASSESSMENT CRITERION 1  

The concept of an entrepreneur is explained with reference to risk.  
 

ASSESSMENT CRITERION 2  

Three selected SMMEs are surveyed to establish the service levels required for 
success.  

 
ASSESSMENT CRITERION 3  

A decision is made to establish or not establish a SMME supported by the findings 
of an investigation.  

 
ASSESSMENT CRITERION 4  

Three selected SMMEs are surveyed to establish quality of produce and potential 
productivity required for success.  

 

UNIT STANDARD ACCREDITATION AND MODERATION OPTIONS  

This Unit Standard will be internally assessed by the provider and moderated by a 
moderator registered by a relevant accredited ETQA or an ETQA that has a 
Memorandum of Understanding with the relevant accredited ETQA.  

 
UNIT STANDARD ESSENTIAL EMBEDDED KNOWLEDGE  

N/A  
 

UNIT STANDARD DEVELOPMENTAL OUTCOME  

This Unit Standard supports in particular, the following critical cross field outcomes 
at Unit Standard level:  
 
�  The learner can reflect on and explore a variety of strategies to learn more 
effectively in knowing his/her own strengths and weaknesses and deciding how to 
access appropriate training.  
�  The learner can participate as a responsible citizen in the life of the local and 
national community by investigating possibilities for self-employment.  
�  The learner can be culturally and aesthetically sensitive across a range of social 
contexts in deciding on the need for and location of a SMME.  
�  The learner can explore education and career opportunities by investigating the 
possibilities of running a small business.  

 
UNIT STANDARD LINKAGES  

N/A  
 

Critical Cross-field Outcomes (CCFO):  
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UNIT STANDARD CCFO IDENTIFYING  

The learner can identify and solve problems in which responses show that 
responsible decisions using critical and creative thinking have been made in 
deciding whether establish an enterprise and where it should be located.  

 
UNIT STANDARD CCFO WORKING  

The learner can work effectively with others as a member of a community in 
surveying the need for a business and the service levels necessary for success.  

 
UNIT STANDARD CCFO ORGANISING  

The learner can organise and manage him/herself and his/her activities responsibly 
and effectively in matching his/her personal profile to a possible business enterprise 
and planning for self-employment.  

 
UNIT STANDARD CCFO COLLECTING  

The learner can collect, organise and evaluate information researching the need for 
a service and possible competition, selecting a location for an enterprise and 
investigating municipal by laws and constraints on trade.  

 
UNIT STANDARD CCFO COMMUNICATING  

The learner can communicate effectively using visual, mathematical and language 
skills in oral and written presentation when supporting a decision to establish a 
business enterprise and interpreting a contract wording.  

 
UNIT STANDARD CCFO DEMONSTRATING  

The learner can demonstrate an understanding of the world as a set of related 
systems by relating own personality traits and strengths to selecting a business 
opportunity and the risk associated with SMMEs.  

 
 

 

All qualifications and part qualifications registered on the National Qualifications 
Framework are public property. Thus the only payment that can be made for them is for 
service and reproduction. It is illegal to sell this material for profit. If the material is 
reproduced or quoted, the South African Qualifications Authority (SAQA) should be 
acknowledged as the source.  

 


