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• People set up a business to earn income and make a profi t.

• The business will have start-up costs; other people can invest in the business to help 
 cover these and earn money for themselves.

• Loans need to be paid back, usually with interest.

You need: a classmate, a calculator, a spreadsheet program (optional)
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My friends say my mango chutney is the best they’ve ever 
tasted.  I’ve got recipes for other chutneys, too.  I could 
call my business Charu’s Chutney!

Two large pots  

Cooking utensils (spoons, etc.)  

Gas stove and bottle (fi lled)

$60.00

$30.00

$180.00

Gas for bottle $19.50

Jars $60.00

Labels $35.00

Advertising $60.00

Ingredients $150.00

Safety clothing $40.00

You’ll need to buy your own equipment and supplies if you’re going to 
make lots of chutney.  So, to get your business started, you’ll need 
some money to use as capital.  You could borrow that money, or some 
of it, anyway.  You could also sell shares, although that would mean 
other people would own part of your business.

1. Charu creates this budget for her start-up costs:

 a. What is the total cost of her budget?

 b. Is there anything else that Charu should 

  think about including in the budget?

 c. How could she reduce her start-up costs?

Charu is thinking about putting her cooking skills to work 

to earn an income.  She talks it through with her mother.

Financial Literacy: Young Entrepreneurs, Levels 4–4+



Credit Services 

• 1 year at 7 percent fl at rate

 per annum  

• Monthly repayments

Fair and Square Finance

 • 1 year at 12 percent per annum  

 • Flexible, reducing loan

 • Monthly repayments

A reducing loan means I only 
pay interest on the amount of 
loan money I haven’t paid back. 
I can pay the money back faster 
if I want – that’s why it’s called 
fl exible.
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Per annum means per year.  
A fl at rate means that I’d pay 
interest over the whole year on the 
total of the money borrowed, even 
when I’ve paid some of it back. 

 a. If Charu borrows $700 and pays it all back in 1 year, how much interest will 

  she pay?

 b. If Charu pays the same amount back each month, what would her monthly   

  repayments be if she pays the loan off in 1 year?

 c. Discuss with a classmate why Charu might choose to take 2 years to pay off 

  the loan.

3. Next, Charu visits Fair and Square Finance.

2. Charu decides that $700 would be enough to get her started.  She looks into some  

 loan offers, starting with Credit Services.

 Fair and Square gives Charu the following spreadsheet to show how her loan   

 repayments would work if she made equal repayments at the end of each month.



I’ll lend you up to $700, but I won’t charge you any 
interest for the fi rst 6 months.  After that, I will charge 
you 15 percent per annum on what you still owe me.  
That will encourage you to reduce your debt quickly.
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Setting up a business is a lot more 
complicated than I fi rst thought!
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5. Charu’s grandfather makes her an alternative loan offer.

 Discuss with your classmate whether Charu would be 

 better off fi nancially if she borrows from Grandad instead 

 of from the loan companies. 

Charu decides to start up Charu’s Chutney.  She also decides 

to borrow $350 from Grandad and to raise the other $350 by 

selling shares in her business.  This means that she is setting up 

a company.  The people who buy shares will expect a share of the 

profi t (if there is any).  In return for not getting wages, Charu will 

allocate $350 worth of shares to herself.  (She’ll own these debt-

free once she has repaid Grandad.)

 a. Discuss with your classmate what these words mean and how each amount 

  is worked out for each repayment:

  i. unpaid balance

  ii. interest portion

  iii. principal portion.

 b. How do the interest and principal portions on the 

  Fair and Square chart change as the 12 months 

  go by?  Why does this happen?

4. Which is the better loan deal, Credit Services or Fair and Square?  

 Explain your answer.
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Put me down for $100 worth of shares.
I’d like to own one-fi fth of the whole company.

I’ll buy 15 shares.
I’ll take 14 shares, please.

Total share value Number of shares Percent of company 
owned (rounded)

Whole company

Charu

Salila

Tungar
Ms O’Connor

$700

$355

140

71

100

51
Kavi

Kavi (older brother)

Tungar (sister’s boyfriend) 

 Ms O’Connor (cooking teacher)

Salila (mother)

 a. If Charu keeps just over half the shares for herself, are there enough $5 shares left for  

  each of these four people to get what they want?  Explain your answer.

 b. How might Charu decide to split the shares?

 c. Draw and complete the table below to show what percentage of the whole company   

  each person will own (based on your answer for question 2b):

1. Charu decides to issue $5 shares.

 a. How many shares does she need to create for the whole company?

 b. i. Charu wants to own more than half of the company.  How many shares will she 

   need to own? 

  ii. Discuss with a classmate why Charu wants to own more than half of the company.

2. Four people are keen to own shares in Charu’s company.
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If I earn $70 as a dividend, my tax will be 
0.25 x 70 = $17.50.  That means I’d get 
$52.50 in my hand.
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Kavi (older brother)

• What might be the consequences if Charu doesn’t make a profi t?

• Profi t is what is left from income after ongoing costs, such as ingredients, are met.

• A dividend is a share of the profi t in relation to the number of shares held. 

 3. Based on anticipated sales, Charu expects that her company will use the fi rst 6 months’   

 profi t to pay off Grandad’s loan.  In each of the next 6 months, she expects to pay herself  

 wages of $30 and to make about $28.00 profi t.  This profi t will be used to pay dividends 

 to herself and the other shareholders.  

 a. How much dividend should each share get at the end of 12 months? 

 b. i. What percentage of the $5 cost of a share is that?  

  ii. Is that a good return on the investment?  Explain your answer.

4. Each shareholder will have to pay 25 percent of their 

 dividend to the Inland Revenue Department in tax.

 a. Calculate how much tax each person will have to pay   

  at the end of the fi rst year.

 b. How does that affect the percentage they 

  earn from their shares?
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Freddie’s Fruitery

Tomatoes   $1.75 per kg 
Onions    5 kg for $6.00
Mangoes   $2.00 each (av. 400 g)
Caulifl owers   $1.50 each
Cucumbers   6 for $3.50

Petra’s Pantry

Tomatoes   5 kg for $9.50  Onions  $1.50 per kg 
Mangoes   3 for $5.00 (av. 350 g)  Caulifl owers  3 for $4.00
Cucumbers   3 for $1.50

Violet’s Veges

Tomatoes   4 kg for $8.00 
Onions    10 kg for $12.00
Mangoes   $2.00 each (av. 400 g)
Caulifl owers   $1.50 each
Cucumbers   75c each

• To minimise costs and maximise profi ts, people making products to sell should shop   
 around for the “best buys” for the materials they need.

• When businesses set prices, they consider:

 – what people are prepared to pay for their product

 –  what price will give them the profi t they seek.

1. Charu expects to need 20 kilograms of tomatoes, 15 kilograms of onions, 10 kilograms 

 of mangoes, 6 caulifl owers, and 12 cucumbers each week.

 a. Which outlet gives her the best overall price?

 b. How much money would she save by buying the produce from different stores?

 c. Would it be worthwhile for her to do that?

It’s March, and Charu is comparing the prices at different markets so that she can fi nd the 

cheapest place to buy her fresh ingredients.
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Average Prices of Fruit and Vegetables 

I could make lots of mango chutney in 
March and April but not make any of 
that for the rest of the year.

In August to November, I might 
concentrate mostly on selling my 
chutney because the fruit and 
vegetable prices are too high.I’ll buy my onions in bulk 

because they store well.

Mangoes

Tomatoes

Apples

Caulifl owers

Onions

Months

• Why do the prices of goods and services change?

• Do prices always go up?

• Do prices always change in cycles?

iii.

i.

ii.

Cost $
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2. Charu fi nds this chart showing how fruit and vegetable prices vary throughout the year. 

 a. Chutney keeps very well in jars.  What is the best time of the year for Charu to buy 

  the fruit and vegetables shown on the chart?  Explain why.

 b. Based on this graph, what new chutney could Charu make, and when?

 c. Is Charu right in her thinking below?  Explain why or why not.

  




