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How to use
this book

Welcome to the Business Studies Grade 10 Learner s Book. Please read the information below about
the book before you start using it. This book provides you with all the information you need to cover
the Grade 10 curriculum. It will also help you develop skills, attitudes and values required to excel in
Business Studies.

Each chapter in the book has the following features, which are meant to help you learn:

Topic Overview
This is an overview of the contents and the units of the chapter

@ TOPIC OVERVIEW

Components and features of the micro (internal)
business environment

The eight business functions

Learning objectives

These are the objectives that are addressed in the topic. It states what you
should be able to do by the end of the topic. In addition, it gives you an idea
of what will be expected of you as a learner. After completing each topic,
ask yourself, Am | able to do everything stated in the learning objectives? .
If not, you should revisit the content covered in the topic.

@ PLAYLIST
Scan this code for a summary

D Learning objectives overview of the content covered

] ] in this topic relating to the
At the end of this topic, learners should be able to: speci ¢ Key Learning Points

explain/describe the link/relationship between the

features/components of the micro-environment

explain the reasons why competition poses a challenge

to businesses

explain the interrelation between micro (internal)

and market environments

give examples of the relationship between the

business and consumers, suppliers, intermediaries

and competitors

explain/discuss the relationship between micro,

market and macro environments. https://www.youtube.com/
playlist?list=PLY8n0zQCEkpoS-

JuohXHcDHDsxpXbniaM6

BUSINESS STUDIES | GRADE 10
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Introduction
The introduction is a brief summary of why you will be learning the content that is
covered in the topic. Sometimes it will give you a brief background of how far you have
come with your content knowledge, while at other times it will just give you a short
summary that introduces the content that will follow in the chapter.

Teamwork is when two or more people come together to reach a
common goal. Teamwork can be applied in many everyday activities.
Some examples of where teamwork is applied include sports teams,
personal relationships (that is, husband and wife, and so on), project
teams and teams in businesses. Successful teams communicate frequently
and openly, team members can engage with one another, and they are

exible to ensure the overall success of the team.

TA) New words

bankruptcy anactual court

director aperson who
is in charge of an activity,
department or organisation

Activities

order that depicts how an New words
insolvent person or business These are new/dif cult words that you
will pay off their creditors may not have encountered before. A brief

explanation for these words are given.

These cover questions you have to answer, which are based on the content presented before
them. Activities will help you check whether you have understood the content presented in the

book or not.

P YN\l General management

1.1 Name the business function that is responsible for setting the
organisational policies. 2)
1.2 Outline the differences between leadership and management. 8)

2.1 Read the scenario below and answer the questions that follow.

BERTRAMS CASH AND CARRY (BCC)

Solly, the CEO of Bertrams Cash and Carry, has appointed Mandy to manage
the sales department. Mandla was given a task to carry out instructions given
by Mandy to the sales team.

2.1.1 Identify the level of management represented by Solly, Mandla and
Mandy. Motivate your answer by quoting from the scenario above.  (9)
Use the table below as a GUIDE to answer QUESTION 2.1.1.

LEVELS OF MOTIVATION
MANAGEMENT

a. | Solly

b. | Mandy

c. | Mandla

2.1.2 Explain the role of EACH level of management identi ed in
QUESTION 2.1.1. (6)
2.2 Discuss any THREE management tasks. 9)

BS GRADE 10 LB.indb 7
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Did you know boxes
These boxes provide extra, interesting
content or give you additional
information on particular sections of
the curriculum. Note that the content
of the Did you know? boxes are not
examinable.

9 Did you know

In South Africa there have

been three interesting

cases of privatisation

the privatisation of Steel
manufacturer Iscor in 1989, the
privatisation of petrochemicals
company Sasol in 2000 and the

company, Telkom in 2002.

partial privatisation of Telecoms

Take note boxes

These boxes require you to pay special

attention to certain aspects of the

is presented.

curriculum/content/activities/assessment.
They add value to the content that

During the past few years, the
government has sold some
state-owned businesses and
state-owned assets to the
private sector. This process is
known as privatisation.

QR Codes, videos and Screen captures
These will link you to online content. When you are in the eBook,

you can easily access the links.

The process for scanning QR Codes depends on the model of your phone.

Newer phone models can scan QR Codes with the camera, and older
models might require a QR Code app. Find the correct QR scanner for
your phone and download it accordingly. Note that you might have to try
a few scanners before you nd the most suitable scanner for your phone.

Tip

Question 1 includes

the following types of

questions:

» multiple-choice
questions

» complete sentences
questions

» matching type
questions.

All sub-topics in business

functions will be equally

assessed.

You must be well

conversant with all the

sub-topics to answer

all the questions in this

section.

Some questions will be

indirect and you will be

required to apply your

knowledge.

BUSINESS STUDIES | GRADE 10
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Tip boxes

ORI

Organisational structure

https://m.youtube.com/
watch?v=zWy65DdbadE

These boxes provide tips that you could use when
writing your exams and completing your formal

assessment tasks.
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@ CASE STUDY

S

e informal sector is a signi cant
component of the economy that provides
employment, livelihoods and income for
millions of workers and business owners.
Across the country the informal sector
in South Africa is a signi cant source of
employment.

e informal sector mostly comprises
very small enterprises (frequently fewer
than ve individuals) that o en are based
in neighbourhoods and generates quite low
earnings for enterprises and individuals.

Approximately 2,3 million people worked
in the non-agricultural informal sector in
2013. In 2018 it reached 2,9 million people.
At about 17% of total employment, one in
every six South Africans who work, work
in the informal sector. In the National
Development Plan (NDP) the sector
(together with domestic work) is projected
to generate almost two million new jobs
by 2030.

Almost 80% of the approximately
1,4 million informal enterprises are one-
person rms. Yet 1,1 million people about
half of the people working in the sector

work in enterprises that have employees
(that is, they are multi-person  rms).

Most of these employing enterprises are in
construction, retail trade, and services, but
also in manufacturing and communication.

e proportion of employing rms has
been growing steadily since 2000, as has the
propensity to employ. In 2013 the employing

rms provided about 850 000 paid jobs for
owner-operators and employees. What is
striking is that the number of paid jobs in the
informal sector (850 000) is almost double the
direct employment in the formal mining sector
(approximately 450 000 in 2013).

Working in and running enterprises in
the informal sector is anything but easy.
Working hours are long, working conditions
areo endi cult. Earning and returns are
very low for all but a few.

Given the high levels of unemployment
and poverty and the NDP objective of
almost 2 million more jobs in the informal
sector the policy goal, at least in the short
to medium term, should not be to shrink or
eliminate the informal sector, but to grow
and strengthen it  to create a larger, more
dynamic informal sector with more viable,
self-reliant enterprises and addition, better-
quality employment.

[Source: Adapted from https://www.polity.org.za/article/creating-jobs-reducing-poverty-i-why-the-informal-sector-should-be-taken-seriously-and-enabled-

properly-2018-07-26]

do Ao Ao siB)ar Adoardad oadAado gt arossaMAALDAALAN AMAL ahahoad A0 A4AD

1 Quote the importance of the informal sector from the case study above.
Identify THREE types of industries that provides employment in the informal sector.
3 Compare the employment in the informal sector and the formal sector.

2

Consolidation activities
This is a revision activity based on what you have covered in the chapter. Take time to answer the
questions on your own. You teacher may also use these to assess your performance during class.

Consolidation Business environments

QUESTION 1

Case Study

The case studies provide a
very good way of keeping the
subject up to date and relevant
by using real-life situations, a
problem or an incident related
to the topic. You can draw

on your own experiences, the
experience of peers or prior
learning to interpret, analyse
and solve the problems
presented in the questions.

1.1 List any FOUR components of the micro environment. (4)
1.2 ldentify the components of the market environment represented in each of the following statements.
1.2.1  People or other businesses who buy the products and services of a business to satisfy their needs.
1.2.2  People or businesses that play a major role in getting goods from where they are produced to
consumers all over the country.
1.2.3  Asupermarket discovers that another grocery store has opened at a nearby location. (6)
QUESTION 2

2.1 Read the case study below and answer the questions that follow.

Zipho owns a large industrial window cleaning company. He buys his
machines in the USA and will only be able to buy one machine as the
South African currency has dropped dramatically.

BS GRADE 10 LB.indb 9
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How to answer crossword puzzles
Clues are provided for terms that may be written down or across. The dark shaded blocks
indicated a space for the terms that consist of more than ONE word.

Consolidation

PUZZLE: BUSINESS SECTORS

1
2
3
4
5
6
7
8 9
10
11
12 13
14
Across Down
2. The sector where goods and services are provided by 1. Refers to the sale of state-owned businesses.
the government. 2. The sector that consists of businesses owned by

4. Anexample of an industry in the secondary sector. individuals.
5. The sector that deals with the extraction of raw materials. 3. Give another name for state-owned company.
7. Anexample of an industry in the tertiary sector. 6. Anexample of a primary sector.
9. The sector where businesses are not registered. 8. The sector that involves the process of transforming raw
10. Activity of the primary sector. materials.
12. Activity of the secondary sector. 9. Aspeci cgroup of businesses that produce a particular
14. The sector that refers to services. kind of good or service.

11. The sector where businesses are registered.

13. A contract between the public sector and private sector.

BUSINESS STUDIES | GRADE 10

‘ BS GRADE 10 LB.indb 10

2022/03/14 10:24:38



Overview of topics per term

BS GRADE 10 LB.indb 11

Components of the micro environment

Business functions and the activities of the business

The market environment
The macro environment

The interrelationship of the micro, market and macro environments

Business sectors

Contemporary socioeconomic issues
Social responsibility
Entrepreneurship qualities

Forms of ownership

The concept of quality

Creative thinking and problem solving
Business opportunities and related factors
Business location decisions

Contracts

Presentation of Business Information
Understanding business plans and implications

Self-management
Relationships and team performance

GRADE 10

HOW TO USE THIS BOOK

2022/03/14 10:24:38 ‘




Downloaded from Stanmorephysics. com

BS GRADE 10 LB.indb 12 2022/03/14 10:24:39



BUSINESS STUDIES | Grade 1t

TERM 1

e Micro environment

@ TOPIC OVERVIEW

Unit1.1  The meaning of the micro environment
Unit 1.2 The eight business functions

D Learning objectives

At the end of this topic, learners should be able to:

de ne/elaborate on the meaning of the micro environment
outline/describe/explain/discuss the various components of the
micro (internal) business environment

identify a vision/mission statement, goals and objectives from
given scenarios

formulate/evaluate a vision/mission statement, goals and objectives
of any business

outline/explain/discuss the purpose of the organisational culture
name/identify/outline the organisational resources from given
statements/scenarios

outline/explain/describe/discuss the purpose/importance of a business
organisational structure with speci c reference to an organogram
explain the differences between leadership and management

brie y explain the purpose of the eight business functions.

@ Key concepts

Vision: refers to what the business wants to achieve in the long-term. That
is, the dream of the business.

Mission statement: describes what the business provides or produces.
Goals: the long-term plans of what the business wants to achieve.
Objectives: describes how goals will be achieved.

Organisational culture: refers to the way the business goes about doing
business. For example, their dress code, norms, values, and beliefs that are
shared by the people in the business.

Organisational resources: refer to the people, equipment and machinery
that a business uses to produce its goods and services.

Management: the way the business is managed. This entails planning,
leading, organising and controlling the people in the business.
Leadership: the way in which an individual can in uence the behaviour of
others towards achieving the objectivities of the business.

TERM 1 | TOPIC 1 | Micro environment
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Organisational structure: refers to the different levels of authority in an
organisation. That is who does which tasks in the organisation.

Business functions: the tasks requiring speci ¢ knowledge and skills that
are carried out by the various departments to achieve the goals of
the business.

9 Did you know

The micro environment of a
business is also known as the
internal operating system.

All businesses, whether big or small, have their own internal environment. This
internal environment is known as the micro environment. In this topic, we will
learn about the different components that make up the micro environment.

1.1 The meaning of the micro environment

The micro environment of a business includes everything inside the business. All
the internal affairs of the business are managed by the directors or the owners of
the business. The business has full/complete control over its micro environment.

The three business environments can be represented in a concentric circle, as
shown below.

Micro environment

Market environment

Every business has its own
unique micro environment.
However, there are certain basic
components of an internal
environment that are common
to most businesses.

TA) New words

A The three business environments

Businesses are also in uenced by two external environments. These are the

internal affairs all the
activities that are carried out
within the business

Many businesses fail during
their rstyear of operation
because of the lack of good
management skills.

9 Did you know

BUSINESS STUDIES | GRADE 10

BS GRADE 10 LB.indb 2

market environment and the macro environment. These three business
environments are interrelated and in uence one another. They can also in uence
the success or failure of a business. We will learn about the market environment
in Topic 3, and the macro environment in Topic 4.

The components of the micro environment include the:
vision, mission statement, goals and objectives
organisational culture
organisational resources
management and leadership
organisational structure
eight business functions.

2022/03/14 10:24:39
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Unit 1.1 The meaning of the micro environment

The vision of a business describes its long-term goal, that is, where the business
sees itself in the future.

For example: Olwethu Beauty Salon (OBS) wants to become globally competitive.

The mission statement describes what the business provides or produces, and why
the business exists. It explains clearly the aims and values of the business.

For example: Olwethu Beauty Salon (OBS) wants to provide professional
services in hairdressing and also supply the beauty products.

Goals are the long-term plans that the business wants to accomplish.
They serve as guidelines to help businesses achieve what they set out to do.

For example: To open ve more branches in the next ve years.

Objectives describe how goals will be achieved. They are the short-term steps that
will guide the business owner on how their set goals can be accomplished/achieved.

For example: In order to open up ve more branches in the next ve years:
we will upskill our current employees by offering speci ¢ and targeted
employee training
we will increase our efforts to reduce carbon emissions
we will set up speci ¢ marketing campaigns to gain greater market share
and increase our pro t margins.

Organisational culture refers to how things are done in the business, for example,
how the employees communicate among themselves, their dress code and their
administration policy, Organisational culture also includes the values, beliefs,
norms and standards that are shared among the employees and management.
The purpose of the organisational culture is to de ne the business internal
and external identity as well as it s core values.
A strong business culture has the power to turn employees into ambassadors
of the business.
It helps businesses to retain its employees and clients.
It breaks down boundaries between teams, guides decision-making, and
improves productivity.

BS GRADE 10 LB.indb 3

TA) new words

culture refers to the beliefs,
values, norms and ideologies of
a group of people or a society

values the morals that are
shared by the employees in an
organisation

beliefs what a business feels
is true

norms rules or expectations
that are enforced by a business

standards something used as
amodel to achieve a particular
goal.
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TA) New words

overdraft when abank
allows a person with a cheque
account to withdraw more
than he/she has in the account
and charges interest on the
extra amount used

long-term loans money that
is borrowed and repayable
over a number of years. For
example, bonds, debentures,
andso on

short-term loans money that
is borrowed and repayable
within a period of less than

a year. For example, bank
overdraft, credit cards, and so
on

competitive advantage
factors that allow businesses
to produce goods or services
better or cheaper than its rivals

G Did you know

Businesses that use the

latest technology have a
competitive advantage over
those that are struggling with
the latest technology.

BUSINESS STUDIES | GRADE 10
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The resources of a business can be classi ed into FOUR main groups. These are:
human resources
physical resources
nancial resources
technological resources.

Human resources is a set of people who make up the workforce of the business..

Physical resources are tangible
items that are used in the operation
of the business, for example,

raw materials, building machinery
and vehicles.

Financial resources refers to the
capital that the business owns or
has borrowed from a nancial institute. It includes all the funds that are available
to the business, for example, bank overdraft, credit cards, long-term and
short-term loans.

Technological resources are intangible resources such as software licences and
patents, that can help improve performance of an organisation.

Examples include computer software, laptops, computers, websites, internet
facilities, cell phones, photocopy machines, and so on.

2022/03/14 10:24:43
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oo Activity 1.1 Components of the micro environments

Work on your own
1.1 State any THREE components of the micro environments. 3
1.2 Outline the purpose of the organisational culture. 4
1.3 Formulate a vision, mission statement, goals and objectives for a cell phone
provider.
1.3.1  vision
1.3.2  mission statement
1.3.3 goals
1.3.4  objectives (8)

The management of a business is the process whereby an individual or individuals

guide and direct the organisation to achieve its goals and objectives. Good

managers are able to plan properly, organise, lead, and control all the resources in

the business.

Leadership is the ability of an individual to inspire, in uence or motivate their
subordinates to achieve the goals and objectives of the business.

The organisational structure shows the different departments in the organisation
and how they are organised. The organisational structure is also known as
an organogram.

An organogram shows the level of authority, responsibility and tasks of the
various departments in the business. An organogram shows the hierarchical
structure of the business.

The purpose of the organisational structure includes:
Helping to ensure the smooth and ef cient functioning of the business.
Ensuring that work happens with precise co-ordination and minimum
wastage of resources.
Helping the business to work towards its goals.
Show the connections between various positions and tasks in the business.
It describes the coordination between various departments in the business.

BS GRADE 10 LB.indb 5

f the micro environment

TA) New words

subordinate a person under
the authority or control of
another within an organisation

) orcove

Organisational structure

https://m.youtube.com/
watch?v=zWy65DdbadE

| Micro environment
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Below is an example of an organogram showing the three levels of management.

Top Level Management

CEO

M|dd|e Level Management

Administration
Manager

Marketing Production
Manager Manager

Purchasing Human Resources
Manager Manager

Lower LeveI Management

Sales officer Quallty_ EiTe] Office secretary
officer

A An organisational organogram

Stock keeper Recruitment clerk

o | Activity 1.2 Organisational resources

Work on your own
Read the scenario below and answer the questions that follow.

SARAH S BAKERY (SB)

Sarah s Bakery (SB) produces freshly baked pastries. Sarah employed ve
employees to help her. She bought a small building where she does all her
baking and packaging.

Sarah had to take out a loan from FastBank to cover the cost of setting up
her business. She uses an online ordering system to make ordering easier for
her customers.

1.1 Identify THREE organisational resources used by SB. Motivate your answer by
quoting from the scenario above.

0 Use the table below as a GUIDE to answer Question 1.1.

Read the scenario carefully 111
before answering questions.
You must be able to identify 1.1.2
key statements/words that

1.1.3
would help you to answer
the question. 9)

- BUSINESS STUDIES | GRADE 10
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Unit 1.1 The meaning of the micro environment

1.2 The eight business functions

Purchasing
function

Production
function

Financial
function

GENERAL
MANAGEMENT
FUNCTION

Marketing
function

Administration
function

Human Public
resources relations
function function

A The eight business functions

The eight business functions are all important components of a business. In large
businesses these functions may operate as separate departments but in smaller
businesses some of these functions may be combined. Some businesses may

not have all of the functions it will depend on the nature and the size of

the business.

The eight business functions are:
general management
purchasing
production
marketing
public relations
human resources
administration

nancial

TERM 1 | TOPIC 1 | Micro environment
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TA) e words ——

coordinates to bring the
different functions to work
together

stakeholder any party that
has an interest in a company
and either affect or be affected
by the business. For example,
employees, customers,
shareholders, suppliers,

trade unions

nancial assets non-physical
asset whose value is derived
from a contractual claim, such
as bank deposits, bonds and
shares

Each of the eight functions
within the business has its
speci c role to perform, but
these functions are all closely
related in order to achieve the
main objectives of the business.
The success of a business
depends on how effectively
and ef ciently these functions
are coordinated and managed.
For example, if the marketing
function fails to attract the
target market, then the main
objective of the business in
terms of making a pro t will
not be realised even if the other
remaining functions are doing
their best.

BUSINESS STUDIES | GRADE 10
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The general management in a business coordinates the other business functions
to achieve the goals and objectives of the business. The general management
function plans, organises, leads and controls resources in the business.

The purchasing function is responsible for buying all the resources that the
business needs in order to produce its goods and services.

The production function is responsible for changing/processing raw materials into
nished or semi- nished products. It ensures that the business creates quality
products to meet the demands of the target market.

The marketing function undertakes market research to determine the real
needs of the target market. It is also responsible for the advertising/promotion of
goods and services to customers.

The public relations function is responsible for creating a good public image for
the business. It ensures that there is proper communication between the business
and all its stakeholders.

The human resources function is responsible for attracting new employees into
the business. It also has to manage all the people in the business by providing
education and training for their employees.

The administration function is responsible for collecting, processing and storing
all the data and information required by the business. The administration function
has to be up to date with the latest information technology.

The nancial function is responsible for determining all the nancial needs of the
business. It ensures that the business s funds are used ef ciently. It manages all the
fundsand nancial assets of the business.
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o ol Activity 1.3

1.1 Identify the business function that Mzobe Traders has applied in EACH
statement below:
1.1.1  Mzobe Traders used an effective recruitment method to attract

the best candidates. (2
1.1.2 Mr Masina the CEQ, included the vision and mission statement
of the business during his planning. )
1.1.3  They advertised their product online to attract more customers..  (2)
1.2 Explain the purpose of the organisational structure. (6)

Mind map:Topic1l Components of the micro environment

Use the mind map as a guide to consolidate the content covered in this topic. Be
sure to study the content relevant to each heading.

COMPONENTS OF THE MICRO ENVIRONMENT

Vision, mission statement,

Eight business functions [ v

Management and
leadership

Organisational culture

BS GRADE 10 LB.indb 9

Organisational structure
Organisational resources

| TOPIC 1 | Micro environment _
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Scan this code for a summary
overview of the content covered
in this topic relating to the

speci ¢ Key Learning Points

https://www.youtube.com/
playlist?list=PLY8n0zQCEkpoS-
JuohXHcDHDsxpXbniaM6

Consolidation

rephysics. com
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leading and controlling.

2
3
4
Across Down
Moral characteristics that de ne 2. People who work in the business.
an organisation. 3. The structure of the business.
Describes how goals will 4. Something used as a model to
be achieved. achieve a particular goal.
Process of planning, organising, 5. Inspires and motivates people to

achieve the goals of the business.
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Business functions and the
activities of the business

@ TOPIC OVERVIEW

Unit2.1 Understanding business functions
Unit2.2 The differences between management and leadership
Unit2.3 The eight business functions

b Learning objectives

At the end of this topic, learners should be able to:

outline/explain/discuss the differences between management and leadership
outline/describe/explain/discuss the importance of the eight business functions
identify business functions from given statements/scenarios/case studies
state/outline/explain/discuss/describe the three levels of general management
explain/discuss/describe management tasks
identify management tasks from scenarios/case studies/statements
identify the levels of management from given scenarios/statement
de ne/elaborate on the meaning of a business organisational structure
outline/explain/discuss/describe the responsibilities of various levels of management
name factors that in uence the organisation structure, for example, the size of the company,
technology, resources, and strategic goals of the company
name/explain/discuss/describe three types of organisational structures, for example, functional,
project, and matrix structures
discuss/explain/describe/mention/outline the activities of the administration function
identify these activities from given statements/scenarios/case studies
de ne/explain/describe the types and sources of nancing from given scenarios/case studies/
statements/pictures/cartoons
state/name/explain/discuss the types of capital
explain the differences between xed and working capital, and between own and borrowed capital
explain/describe/discuss the purchasing procedure
explain the differences between cash and credit payment
explain/discuss the importance of stock control
outline/explain/describe/discuss the purpose/nature of the National Credit Act (NCA) (No. 34 of
2005) and the Consumer Protection Act (CPA) (No. 68 of 2008)
outline/explain/describe/discuss the responsibilities of credit providers
outline/discuss the remedies of the NCA, for example, the consumer tribunal, national consumer
commission, consumer court, and an appropriate ombudsman
discuss/evaluate/analyse the impact (positives/negatives) of the NCA and CPA on businesses
discuss/explain the implication of the CPA on the marketing function
discuss the importance of public relations:
differentiate between external and internal public relations
outline/mention/explain/discuss the methods of carrying out public relations
identify these methods from given scenarios/case studies/statements/pictures/cartoons.

| TOPIC 2 | Business functions and the activities of the business
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General management: overseeing everything that goes on in a company,
and making sure that all departments are working together to turn a pro t.
Administration function: the process of collecting and storing information
that will be used by management in decision making.

Financial function: involves the acquiring and utilisation of funds necessary
for ef cient operations.

Purchasing function: the act of buying the goods and services that a
company needs to operate and manufacture products.

Organising: the process of identifying and grouping work that needs to be
done, de ning and delegating responsibility and authority.

Leadership (business): providing direction or guidance.

Controlling: a function that helps to measure the progress

towards organisational goals, highlights any deviations, and indicates
corrective actions.

Production function: the action of making or manufacturing a complete
product.

Marketing function: the act of promoting and selling product or services.
Public relations: the continuous maintenance of a public image by the business.
Human resources: the department of a business that deals with the hiring
and training of staff.

Top management: responsible for controlling and overseeing the entire
organisation.

Middle management: responsible for executing organisational plans,
which comply with the company s policies and lower management.
Planning: is the process of thinking about the activities required to achieve
a desired goal.

Directing: activities which are designed to encourage the subordinates to
work effectively and ef ciently.

Risk management: the process of identifying, assessing and controlling
threats to a business.

Information: facts that are provided to learn about something.

Data: facts and statistics collected together for reference and analysis.
Consumer Tribunal: an independent entity who s mandate is to hear and
decide on cases involving consumers.

National Consumer Commission: promotes compliance with the
Consumer Protection Act through advocacy and enforcement.

Consumer Court: court that deals with cases regarding consumer disputes,
con icts and grievances.

Ombudsman: an of cial appointed to investigate individuals complaints
against a company.
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Unit 2.1 Understanding business functions

Introduction

In this topic we will learn about the business functions that contribute to the
success of a business. Business functions are the activities carried out by an
enterprise. These can be split into core and support functions.

Core business functions are activities of an enterprise that generates income.

This includes functions such as the production function that makes the nal goods
or services intended for distribution to customers. Support business functions

are carried out to facilitate the production of goods and services. This includes
functions such as the marketing function.

2.1 Understanding business functions

The eight business functions are illustrated in the diagram below:

( ) (

J

e Did you know
ADMINISTRATION |

MARKETING FUNCTION FUNCTION The eight business functions
are all different but they work
. > - - together to contribute to the

* / success of the business. General
( N [ ( ) management usually oversees
all other business functions.

PRODUCTION FUNCTION <#— GENERAL MANAGEMENT [ FINANCIAL FUNCTION

4 N 4 ) ( N\
HUMAN RESOURCES PUBLIC RELATIONS
FUNCTION FUNCTION PURCHASING FUNCTION
. v & J G /
The purpose of the eight business functions Tip (i |
The eight business functions depend on each other to achieve the business Do not confuse the purpose
goals. These functions work together to ensure the survival and sustainability of business functions with
of the business. the importance of each
business function. The former
Speci c¢ functions are responsible for supporting speci ¢ types of aims and provides a general overview
objectives, for example, the marketing function is involved in achieving targets while the latter focuses
linked to developing new markets or increasing sales. Each business function on the importance of each

carries out a task that relates to each particular area. business function.

In a large business, it is usually easier to identify separate business functions
because people work together in departments, for example, the marketing

department, and the nance department. Roles and tasks may change but this
is dependent on the size/type/stage of growth of the business.

| TOPIC 2 | Business functions and the activities of the business
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Leadership and management
are both necessary
competencies that add value
into the business. Neither is
superior or inferior, they are just
different.

A)

The relationship between the business functions

The eight business functions depend on one another. We say that they are
interrelated. These functions work together as a team for the business to
be successful.
The general management function is directly linked to all seven
business functions.
The nancial and administration functions are responsible for gathering,
storing, and processing information and nancial records.
The purchasing, production, and marketing functions are responsible for
the delivery of goods. The purchasing function buys raw material for the
production function to process into nished goods. The marketing function
promotes and sells the product that the production function has produced.
The public relations function promotes the business and ensures that there is
a good relationship between the business and the public/consumers.
Skilled staff are sourced and appointed by the human resources function.

2.2 The differences between
management and leadership

The differences between leadership and
management

Leaders and managers play a vital role in contributing to the success of a business.
In Grade 12 we will learn about different leadership styles and leadership theories,
which impacts a business.

LEADERSHIP | MANAGEMENT

A leader creates a vision/sets direction. A manager understands the goals of
charisma charm that can the business.
inspire devotion in others Leaders create the team and inspire Managers ensure that tasks given to
instinctive done without the subordinates. subordinates are completed.
conscious thought He/she in uences human behaviour. He/she guides human behaviour.
A leader communicates using vision/ A manager communicates through
@ QR CODE charisma. management functions, for example,
line function.
L 2T v management, Leaders are born with natural/ A person becomes a manager because
what s the difference? o L . ) .
instinctive leadership skills. he/she is appointed to the position.

https://m.youtube.com/
watch?v=to6dPgKQan0

‘ BS GRADE 10 LB.indb 14
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Unit 2.3 The eight business functions

2.3 The eight business functions

There are eight business functions. In Grade 10 we will focus on the following
ve functions: General Management, Administration, Financial, Purchasing and
Public Relations.

The general management function

The meaning of general management

The general management function sets the overall direction or strategy for the
business. This function leads, organises, and controls all the other functions. It has
three different levels each with its own roles and responsibilities which ensure
that there is coordination among the seven different functions of the business.

The levels of management

The meaning of the levels of management

The level of management determines a chain of command, the amount of
authority, and status enjoyed by any managerial position.
Lets ook at the three levels of management in more detail.

Top level management

Oversees the activities of the other functions so that the business can achieve
its objectives.

Comprises of the CEO and directors.

Develop long-term goals, strategic plans, and business policies.

Determine the vision/mission/objectives/strategy of the business.

Ensure that people work together to accomplish certain goals.

Middle level management

Responsible for speci ¢ departments within the business.

Take medium-term tactical decisions.

Execute the organisational plans in conformance with the companies policies.
Responsible for achieving the goals and objectives set for speci ¢ departments.
Implement plans made by top-level management.

Implement the vision and plans of the top management.

Work with managers in other departments and acquire resources needed in
their departments.

Lower level management

Act as role models for employees because they provide supervision,
performance feedback, and so on.

Focus on controlling and directing.

Responsible for a high level of productivity, technical assistance, and
motivating employees.

Take short-term routine/operational decisions.

Implement instructions given by middle management

Called the rst management level because it is the rst management level to
which subordinates can be promoted.

| TOPIC 2 | Business functions and the activities of the business
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oversees to watch or
organise a job or an activity to
make certain that it is being
done correctly

strategic relating to the
gaining of overall or long-
term advantage

tactical constituting actions
carefully planned to achieve
desired objectives

implement putting a plan
into effect
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Example of levels of management and their decisions in
an organisation

Level of management

Top-level management

)

Type of decision

They make long-term strategic decisions
to achieve long-term goals.

Examples

CEOs, directors, Owner of a sole trader,
partners in a partnership

Responsibilities of levels of
management

To manage changes in the business
environment.

Plan the activities of the business.
To give direction to the vision,
mission, goals and objectives.

This level make medium-term tactical
decisions (organise the activities needed
to carry out a plan).

Examples

Departmental managers, for example,
purchasing manager, production
manager, and so on.

Controls the people and processes in
the business.

It is the link between top
management and lower level
management.

Passes information from top
management to lower management.

The lower level management make
short-term operational decisions.

Examples
Foreman, supervisor, team leaders.

Offers feedback and suggestions to
middle management.

Implements the objectives of the
middle management.

Motivates and guides workers.

Tip
You must be able to identify
the levels of management

from given statements
and scenarios.

©@ The management tasks

The meaning of the management tasks

The management tasks are tools used by an organisation to help complete
projects more ef ciently by organising and prioritising related tasks. These tasks

address a general need to organise, prioritise and visualise work. Part of being
organised includes setting priorities for tasks, visualising the progress of tasks
as they pass through stages of completion, and compiling analysis or reports to
direct future tasks and work ows. There are ve basic management tasks.

BUSINESS STUDIES | GRADE 10
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Unit 2.3 The eight business functions

These are:
planning
organising
leadership
controlling
risk management.

These tasks should be carried out at different levels of the business, and are
carried out to ensure that the vision, mission, and goals of the business are met.
Let s look at each of these management tasks.

Planning

This task evaluates the existing activities and goals.
This includes scheduled activities that will lead to
achieving those goals.

The top management formulates strategic plans.
The middle management formulates tactical plans.
It includes getting all the information you need

for planning.

The lower management formulates operational plans.
Different plans are considered to achieve set goals.
Backup plan/s are put in place if the chosen plan
becomes impossible.

The chosen plan is implemented.

Organising

This task brings resources together to achieve the set goals.

Resources include materials, human and nancial resources.

It is the mechanism used to execute the plan.

Involves breaking a plan into actions.

The activities are assigned/delegated to speci c individuals.

Training is included to ensure that the job/s are carried out successfully.
The tasks are coordinated to keep resources moving ef ciently toward
set goals.

Resources are prioritised to essential areas at any given time.

Organise the jobs within speci ¢ functions or departments.

Leading/Directing/Activating

Letting staff know what needs to be done, and by when it needs to be done.
The employees are motivated to contribute to the success of the business.
Supervise staff while motivating teams through guided leadership
communicated in clear ways.

Inspire employees to carry out their tasks to the best of their abilities.
Establish a productive working climate.

Motivate employees to achieve set goals/targets.

Guide employees in the right direction so that the business can achieve

its goals.

Motivate workers to use their skills and resources to their best ability.

| TOPIC 2 | Business functions and the activities of the business
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Controlling

Establish performance standards and ensure that those standards are met.
Ensure that the business achieves its goals.

Ensure activities are carried out as planned.

Enable the business to take corrective measures if the objectives are not achieved.
The risk can be identi ed during control.

Compares actual results with goals set by management

Corrective measures must be taken if there is a difference between actual
results and the goals sets out by the business.

Continuous control ensures that the business runs smoothly.

) oncoo: [RECREEEE

Management tasks Identify possible ris!< by nding risk-bgaring activities (that is, activities which
could go wrong) within the organisation.

Assist businesses to analyse each possible risk and how likely it is that the risk

will happen.

Evaluate the potential impact of risks in terms of nancial liability.

Controls/monitors the risk by studying reports and trends in the environment

so that measures can be taken to prevent it from happening.

Handle the risk by determining what actions to take should the event

happen using available resources and contingency plan and communication

with stakeholders.

https://m.youtube.com/

watch?v=AeHUH39M4QQ e ol Activity 2.1 General management

1.1 Name the business function that is responsible for setting the

0 organisational policies. )
1.2 Outline the differences between leadership and management. (8)
contingency plan aplan
designed to take account 2.1 Read the scenario below and answer the questions that follow.
of a possible future event
or circumstance BERTRAMS CASH AND CARRY (BCC)

Solly, the CEO of Bertrams Cash and Carry, has appointed Mandy to manage
the sales department. Mandla was given a task to carry out instructions given
Tip by Mandy to the sales team.
When the verb identify
is used, you will be
awarded 2 marks for

2.1.1 Identify the level of management represented by Solly, Mandla and
Mandy. Motivate your answer by quoting from the scenario above.  (9)

identifying the concept

from given scenarios/ Use the table below as a GUIDE to answer QUESTION 2.1.1.
statements. LEVELS OF MOTIVATION
WM STl MANAGEMENT

awarded for identifying

the level of management a. | Solly

and ONE mark will be

awarded for motivation b. | Mandy

refer to QUESTION 2 c. | Mandla

above.

Bl or_1|y b_e . 2.1.2 Explain the responsibilities of EACH level of management identi ed
awarded for motivation if

the level of management ) QIO 2t (6)
is correctly identi ed. 2.2 Discuss any THREE management tasks. 9

BUSINESS STUDIES | GRADE 10
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Unit 2.3 The eight business functions

Organisational structure

The meaning of the organisational structure

An organisational structure is a system that outlines how certain activities are
directed to achieve the goals of an organisation.

These activities can include rules, roles, and responsibilities.

The organisational structure also determines how information ows between
levels within the company.

Factors that in uence the organisation structure

Size of the organisation
Strategy

Technology

Resources

Types of organisational structure

Functional organisational structure

Employees get instructions from more than one manager.

The plans to be executed determines who will be giving instructions.
This structure confuses employees because they report to more than
one manager.

Project organisational structure [A) New words |

Structured around project teams. . .

it b | q ; project a planned piece
t.IS a temporary structure because employees are drawn from of work that has a speci ¢
different departments. purpose

Employees are then grouped to form a project team that will

carry out a particular project. matrix astructure in which

there is more than one line of
reporting managers

College Procurement

Project Manager Project
Team

Project Procurement Technical Project
Controls Manager Manager Quality

Administration

| TOPIC 2 | Business functions and the activities of the business
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TA) New words |

cost accounting the
recording of all the costs
incurred in a business in a way
that can be used to improve its
management

budget an estimate of income
and expenditure for a set
period of time

statistics the practice or
science of collecting and
analysing numerical data in
large quantities

‘ BS GRADE 10 LB.indb 20

Matrix organisational structure

Structured around projects but employees remain in their departments.
A project must be completed up to a certain point.

The project is then passed on to the next team that will carry out the next
phase of the project.

MATRIX ORGANISATIONAL STRUCTURE

. . . Executive .
Functional Manager

Project manager

Project Team

PROJECT MANAGER
o 8| Activity 2.2
1.1 Name any TWO factors that in uence the organisation structure. )
1.2 Discuss THREE types of organisational structures. 9)

The administration function

The meaning of the administration function

The administration is responsible for collecting, processing, and distributing

information that is used for decision-making by management. It stores/records

information by using recent technology, and performs general of ce work such as
ling and storing of information.

Activities of the administration function

Management of information

The administrative staff need to handle information correctly to avoid making
the incorrect decisions based on incorrect information.
The administration function is responsible for dealing with the following types
of information:
accounting records, which can be used to draw up nancial statements
and reports
keeping all business transactions up-to-date
cost accounting to determine whether a product can be sold at a
competitive price while considering the manufacturing or production costs
budgets, which is a plan of estimated expenses and income for a
speci ¢ period
collecting and classifying numerical data and statistics.
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Unit 2.3 The eight business functions

Handling of information

Information is collected from both outside and inside the business.
Correct and reliable information should be available for meaningful decision-
making and to run the business successfully.

Of ce practise

Of ce practice refers to how the administrative staff should handle their duties.
It covers matters such as the dress code for employees/proper ling of
documents/telephone etiquette/internet usage by staff, and so on.

Collection of information

Information is collected from both outside and inside the business.

Correct and reliable information should be available for meaningful decision
making and to run the business successfully.

Any other relevant answer related to collection of information as an activity of
the administration function that could be applied by FED.

Information technology (IT)

IT is the use of electronic equipment to assist with various administrative tasks.
Technology is used to communicate and handle information and is referred to
as ICT (information and communication technology).

The differences between data and information

Data

Refers to raw/unprocessed facts found in graphs/tables.

Data can be collected from other business functions within the business.
Data needs to be processed before it can be used as information.

Data can be processed manually or using by technology such as computers.

| TOPIC 2 | Business functions and the activities of the business
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Tip

The action verbs
Differentiate/Distinguish

means that the difference/

distinction does not have to

link but they must be clear.

‘ BS GRADE 10 LB.indb 22

ﬂ Information

Refers to processed data that provides information to managers in order to
make decisions.

Information can be stored manually in les/computers, and so on.

It is important to have a backup of all information that is stored on computers
or other electronic devices in case they are damaged.

Most businesses use electronic devices such as memory sticks, external hard
drives, and CDs to store information.

e o Activity 2.3

1.1 Elaborate on the meaning of the administration function. 4)
1.2 Read the scenario below and answer the question that follows:

LANE SUPERMARKET (LS)

Deshen has been appointed as an administrator at Lane Supermarket. Deshen
ensures that reliable information is available for meaningful decision-making.
He also uses electronic equipment to assist with various administrative tasks.

1.2.1 Identify the activities of the administration function applied by
LS. Motivate your answer by quoting from the scenario above. (6)
Use the table below as a GUIDE to answering QUESTION 1.2.1

ACTIVITIES OF THE MOTIVATIONS

ADMINISTRATION
FUNCTION

1.2.2 Explain any other TWO activities of the administration function. (6)

The nancial function

Meaning of the
nancial function

The nancial function involves the
acquiring and utilisation of funds
necessary for ef cient operations.
Businesses need a regular stream of
income to pay their expenses. The

nancial function is responsible for planning and managing all the funds and
assets of the business.

The purpose of the nancial function

Determines how much capital the business needs.
Establishes the sources for acquiring the capital.
Decides how to invest/allocate the capital funds in the business.
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Unit 2.3 The eight business functions

Ensures that the business can generate enough income to cover the cost of o
raising capital.

Prepares nancial statements to present to the bank/investors to convince investors person/persons or
them that the business is nancially healthy. business that puts money into
nancial schemes, property,
Reasons why businesses may need nance a?d Sr?' on, with the expectation
of achieving a pro t
Money for starting up a business borrowing money in order to start

a business

Money to cover the running costs of a business while waiting for
outstanding payments

Money to replace machinery, equipment and computers

Money for expansion, to grow a successful business.

Sources of nancing

Bank loans

This is money borrowed from the bank, which will be repaid an agreed
upon timeframe.

Bank loans are usually used for long-term nancing.

The money is repaid with an interest.

An entrepreneur who borrows money may attach his/her xed asset as surety
to the value of the loan.

loan asum of money that
is expected to be paid back

A bank overdraft is the short-term loan added onto the account of an with interest

Bank overdraft

entrepreneur/business.
It is repaid with a set interest rate over an agreed upon timeframe.

Asset-based loan

Money is lent to successful businesses that want to expand their operations.
The loan is used to purchase an asset and that asset belongs to the lender
until it is fully paid off.

If the money is not paid back, then the lender will take that asset.

Grants

This is money provided by the government to small businesses that are in their
development phase.

The money does not have to be paid back if it bene ts the community.

The government wants to see small developing businesses bene ting the
community and the environment in some way.

Receivable nance

This is a loan provided to businesses while they are waiting for payment of the
goods/service provided to avoid a cash ow shortage.
The loan is equal to the outstanding invoices that are due.

| TOPIC 2 | Business functions and the activities of the business
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Tip

You must be able to identify

the sources of nancing from
given scenarios.
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Angel funding

This is money offered by wealthy entrepreneurs to other businesses in
exchange for a share in that business.

This is usually used when a business in still in its start-up phase, and it carries a
high risk for the investor.

Venture capital

This is money offered by individuals or organisations to start up or expand
a business.

This is done in exchange for a share in the business.

The investor usually requires a management position, or to be a board
member in the business.

Budgeting

Budgeting is a planning tool to estimate the money that will be received (income)
and how it will be used (expenditure). Once a budget is drawn, it should be
compared to the actual income and expenditure. Budgets enable businesses

to keep track of their nances and ensure better pro tability. Each department
within the business should have its own budget.

Types of budgets

Capital budget
Determines whether an organisation s long-term investment plans are
worth pursuing.
Estimates the xed capital.
Plans the purchasing, upgrading, and changing of the xed assets such as
buildings, machinery, equipment, and so on.

Cash budget
Determines whether income will be suf cient to cover expenses.
Estimates the working capital.
Assesses whether the business will be able to buy all the needs for its operation.

Investments

Businesses invest some money from their pro t to generate wealth and income.
Invested money increases without labour or effort. Businesses can choose

to invest in nancial institutions, government bonds, or public companies.
Investments options are available to include property investment/unit trust
investments/Government Retail Saving bonds/ xed deposits, and so on.

Types of capital

Fixed capital
Is the capital that people investin xed assets, for example, land and
buildings, and so on.
It nances the long term capital needs of the business.
Examples: capital market, selling shares, mortgage bonds, and so on.

Working capital/operating capital
The capital of the business which is used for day-to-day activities, for example,
trading stock, raw materials, and so on.
It nances the short-term capital needs of the business.
Examples: money market, the credit allowed by suppliers, short terms loans,
and so on.
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Unit 2.3 The eight business functions

Own capital
This type of capital is provided by the owners of the business.
It could come from their savings, the sale of their assets, or investors.
Examples: personal savings and venture capital.

Borrowed capital
This type of capital is money borrowed from nancial institutions like banks
or persons.
The money should be paid back with interest
Example: bank loan, bank overdraft.

Differences between xed and working capital

FIXED CAPITAL | WORKING CAPITAL

Money pays xed assets, for example,
land and buildings, and so on.

Money pays for day-to-day activity, for
example, trading stock, raw materials,
and so on.

Finances the long-term capital needs of
the business.

Finance the short term capital needs of
the business.

Examples: capital market, selling shares,
mortgage bonds, and so on.

Examples: money market, the credit
allowed by suppliers, short terms loans,

and so on.

Differences between own and borrowed capital

OWN CAPITAL | BORROWED CAPITAL

Owner provides capital. Obtained from nancial institutions.

Permanent capital as the company
is not under obligation to repay the
amount.

Temporary capital that need to be
repaid aftera xed period.

It is not a liability for a business. Itis a liability for a company.

Return on capital is on pro ts. Return on capital is paid in the form of

interest.

Financial function

oo Activity 2.4

1.1 State FOUR types of capital. (4)
1.2 Elaborate on the meaning of the nancial function. 4)

o

The verb elaborate requires
you to explain a little bit
further. You must be able to
write in full sentences as ticks
will be split when responses
are marked.

Tip

2.1 Identify the sources of nancing used by Jane Manufacturers in EACH
statement below.
2.1.1 Jane Manufacturers received money from the government without having
to pay it back.
2.1.2 They used the loan to purchase equipment that will belong to the lender
until the loan is fully paid.
2.1.3 They received the start-up cash from Peter, and they gave Peter shares

in return. (6)
2.2 Discuss any other TWO sources of nance for businesses. (6)
2.2 Explain the differences between xed and working capital. (8)
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The purchasing function

The meaning of the purchasing function

The purchasing function is responsible for buying quality raw materials and
services for the business. It should continuously look for suitable, new, and better
suppliers. It should place orders with suppliers and follow up on them to ensure
that the ordered products are delivered on time. It should ensure that ordered
goods are delivered at the agreed price, right quantities, and right quality.

The purpose of the purchasing function

o

reputable supplier the Manage stock to ensure suf cient levels of stock to carry out

supplier who is meeting current business operations.

regulatory requirements and Continuously looking for the best/reputable suppliers.

industry standards Regularly contacts other business departments to determine their needs.

Returns damaged goods to suppliers and ensures that it is replaced.
Receives con rmation that all delivered goods were according to

speci cations, and that the price invoiced is the same as of the quoted price.
Negotiates the best possible terms for payment with suppliers.

Activities of the purchasing function

The purchasers should have expert knowledge of the product/s they need to
buy and about the market in which they operate.

The purchasing manager should nd out the needs of other departments.
They look for suitable, new and better suppliers.

They ensure that there is enough stock available for continuous production
and sales.

Make follow up on orders placed with suppliers.

Ensure that ordered products are delivered on time.

Keep the correct stock levels for stock on hand.

Record the cost prices and selling prices of stock.

QNI  7uchcsin proceci

The following purchasing procedure should be followed:

Determine the need for the product/Requisition.
Liaise with the nancial department to establish the budget for
purchasing goods and services.
Determine the product/material/resource needs of the businesses.
Find the right quality/quantity of goods and services at the right price and
at the right time.

Determine the price of the product.
Find the best price by obtaining quotes/tenders or making enquiries.

Select/Choose a suitable supplier.
The purchasing department should choose reliable suppliers for its
raw materials/products.
Evaluation criteria based on the quality of raw material/prices/delivery
time should be used to select the best suitable supplier.
The purchasing department should conduct a thorough investigation
about potential suppliers, their reputation and reliability.

requisition anof cial order
laying claim to the use of
property or materials

raw materials the basic
material from which a product
is made
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Unit 2.3 The eight business functions

Place an order.
The purchasing function should place an order in writing so that goods
delivered can be compared with the order.
Con rm the prices of the products to avoid unexpected surprises when
payments are made.

Collect or receive the order.
The purchasing department should ensure that the right orders are
received and recorded.
The quality and quantity of stock received should be checked against the order.
The purchasing department should keep a copy of a delivery note for
records keeping purposes.

Pay the Supplier. 3 QR CODE
The purchasing department instructs the nancial department to pay the

supplier after delivery of the order. Watch this Video on the
The supplier must provide copies of the requisition form to the purchasing purchasing function
department.

The purchasing department must provide a delivery note to the nancial

department.

The supplier then sends an invoice to the nancial department for nal
payment after satisfactory delivery.

Distribute stock.
The purchasing department should ensure the proper distribution of
stock/raw materials to all relevant departments.
Distribution of stock should be in line with pre-requisite orders from each
department to avoid stock loss.

Complete the order.
The purchasing department ensures that all the correct documentation is
in place and led for future reference.

https://www.youtube.com/
watch?v=Ph4tr_RtoJM

Activity
Input Output
Requisition Send order

Find the supplier raise order

The importance of stock control

Enables businesses to determine the amount/value of stock.

Businesses can check the cost and selling price of products.

Ensures that there is enough stock to meet the normal demand of customers.
Keeps the correct levels of stock on hand.

Records the cost prices and selling prices of stock.

Identi es theft in the business when the physical stock count is compared
with the electronic stock control system.
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Cash and credit payments

Differences between cash and credit payments

CASH PAYMENTS | CREDIT PAYMENTS

Cash payment refers to all payments Credit payment refers to all payments

made by cash/cheque for business on a future date.

purchases immediately.

Cash payments have an immediate Credit payments results in the creation

effect on the cash ow of the business. of assets (receivable)/liabilities of the
business (payable).

Cash payments can qualify for The credit payer can pay more for goods

cash discounts. because of the interest added onto

credit payments.

Q The National Credit AcCt/NCA

credit providers companies De nition of the NCA

that offer a range of nancial . , ) . . .
solutions to consumers. These The NCA was introduced to provide both credit providers and credit applicants
solutions include loans with clear guidelines regarding their rights and responsibilities. This act applies to

. all businesses that sell on credit.
reckless without

consideration for the Purpose of the NCA
consequences of ones actions

Promotes the development of a credit market that is accessible to all

South Africans.

Encourages responsible buying.

Avoids over-indebtedness and ful Iment of credit providers and consumers.
Addresses and corrects imbalances in negotiating power between consumers
and credit providers.

Discourages reckless credit granting by credit providers.

Educates consumers on making the right choice when applying for credit.
Gives guidelines within which the different kinds of credit transactions must
take place in South Africa.

Consumer rights outlined in the NCA

Consumers have a right to:
apply for credit
receive information in their of cial language

Q be protected from unfair d|sF:r|m|n<jit|0‘n |n-grant|ng credit
be given reasons why a credit application is refused

debt counselling the activity be informed about the interest rate and any other costs of the proposed
of giving people nancial help credit transaction

and advice about managing receive a copy of a credit contract and a replacement copy when the
debt, for example, helping consumer asks for one

them on a new repayment plan apply for debt counselling if a customer has too much debt.
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Unit 2.3 The eight business functions

Responsibilities of credit providers

Credit providers should conduct a credit assessment to ensure that consumers
can afford the debt.

Check the most recent payslip or bank statement to ensure the consumer has
an income.

Check the consumer s monthly debt-repayment obligations in terms of

credit agreements.

Consider other expenses of the consumers.

Consider the consumer s debt repayment history.

Remedies of the NCA

The Consumer Tribunal
The Consumer Tribunal is responsible for reviewing decisions made by the
National Credit Regulator (NCR), and the National Consumer Commission
(NCC).

National Consumer Commission o
The National Consumer Commission is responsible for promoting compliance advocacy public support
with the NCA and CPA through advocacy and enforcement. for or recommendation of a
Protects the economic welfare of consumers. particular cause or policy

Ombudsman
An ombudsman is an independent person with authority and responsibility to
receive/investigate/formally address complaints from consumers.

The impact of the National Credit Act on businesses

Positives/Advantages

Lowers bad debts resulting in better cash ow.

Protects business against non-paying consumers.

Increases cash sales as credit can only be granted to qualifying customers.
Prevents reckless lending by nancial institutions.

Ensures that businesses settle their debts on time so that they can obtain
good credit scores.

Ensures that credit process is transparent, for example, both businesses and
customers know their responsibilities.

AND/OR

Negatives/Disadvantages

Businesses are forced to budget to keep more cash/have enough cash on
hand for stock purchases.

Businesses can no longer take the risk of selling poor-quality goods at

high prices.

Businesses can no longer carry out credit marketing.

Leads to loss of sales as many businesses may no longer qualify to buy

on credit.

Businesses can only buy limited stock as credit is not available resulting in loss
of customers.

Complicates the purchasing process because of too much administrative work
in the credit providing process.
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The purchasing department must know the terms and conditions of credit
granting and the NCA.

It may take longer to purchase goods, and this could in uence the overall

ef ciency of the business.

The Act compels businesses to sell quality products, or they may be forced to
reimburse consumers.

The Consumer Protection Act/CPA

De nition

The CPA was introduced to prevent consumers from exploitation by businesses.
It ensures the full participation of previously disadvantaged individuals in the
economy. It applies to all businesses that sell goods and services to consumers.

ORI e riroose of he 7%

hazardous products Promotes responsible consumer behaviour.

substances that could Strengthens a culture of consumer rights and responsibilities.
harm human health or the Establishes national standards to protect consumers.
environment Establishes a National Consumer Commission (NCC).

Ensures that consumers have access to information they need to make
informed choices.

Provides guidelines for better consumer information and prohibits unfair
business practices.

Empowers consumers to take legal action if their rights are not upheld.
Promotes consumer safety by protecting them from hazardous
products/services.

Promotes fair/accessible and sustainable places for people to sell

their products.

Protects consumers against contracts that include unfair terms which limit the
liability of suppliers.

disputes a disagreement
or argument

The impact of the Consumer Protection Act on
businesses

Positives/Advantages

Businesses may be safeguarded from dishonest competitors.

Businesses may be protected if they are regarded as consumers.

Prevents larger businesses from undermining smaller ones.

May gain consumer loyalty if they comply with CPA.

Enables businesses to resolve disputes fairly through the National Consumer
Commission/Consumer Court/Industrial ombudsmen.

Businesses may build a good image if they ensure that they do not violate
consumer rights.

AND/OR

Negatives/Disadvantages

Con dential business information may become available to competitors.
Penalties for non-compliance may be very high.
Businesses may feel unnecessarily burdened by legal processes.
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Unit 2.3 The eight business functions

They have to disclose more information about their products and
processes/services

Staff need to be trained/Legal experts need to be consulted, which can
increase costs.

e 8| Activity 2.5 Purchasing function

1.1 Name the Act that was introduced to prevent consumers from being exploited

by businesses. )
1.2 Outline the responsibility of credit providers. (6)
1.3 Read the scenario below and answer the questions that follow.

HUSSEN BUIDERS LTD (HBL)

Hussen Builders Ltd allows their customers to buy their products on credit. The
management of HBL does not discriminate against customers. They also ensure
that all contracts are written in plain and understandable language. They also
give customers reasons why a credit application is refused.

1.3.1 Quote THREE consumer rights according to the National Credit Act from

the scenario above. (3)
1.3.2 Evaluate the impact of the National Credit Act on businesses. (8)
1.4 Explain the purpose of the Consumer Protection Act. (6)
The public relations functions )
. . . . A
Meaning of the public relations function o gocm W f A
@ \ 27 &

The public relations function is responsible for keeping all
stakeholders of the business happy. It ensures that there is good ‘\-
communication between the business and all its stakeholders. g‘

_ PUBLIC

~ G-
RELATIONS gwﬂ‘

J TRUST ‘wpmoﬂ

The importance of public relations

Businesses get publicity for promotional events and
information through media.

News conferences may be called to release information,
which will ensure the survival of the business.
Employees may volunteer to spend time with people in need, for example, @
volunteering at orphanages/hospitals/schools, and so on. . . _
Businesses could sponsor community events. B ERE e
Businesses should produce Annual Reports in which they review the activities
and achievements of the business.

Brochures can also be used to distribute information about the company.

Networking as a popular form of public relations.

Clients/customers can have direct contact with employees or they can
communicate telephonically.

Business representatives should attend networking events and promote the
product/s of the business.

Business could use corporate social responsibility involving communities https://www.youtube.com/
as a public relations activity. This will promote businesses and ensure watch?v=7ptiYPcleM8
positive exposure.
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Differences between external and internal public
relations

EXTERNAL PUBLIC RELATIONS INTERNAL PUBLIC RELATIONS

Creates a good company image Creates a good company image
and awareness to those outside of and awareness to employees inside
the company. the company.

Methods of carrying out public relations

Media

Businesses get publicity for promotional events and information
through media.
Includes advertising and the distribution of the business.

Direct contact

Information about the business is passed on to the members of the public
who have been clients/consumers of the business before.

Direct contact with employees or telephonic communication is a popular form
of public relations.

Brochures
Brochures are an excellent way of distributing information cost-effectively.
Exhibitions

The business is introduced to the public and meet existing and new customers
in shopping centres.

Social responsibility

The business uplifts the community because the community supports the
business by buying their product/s.

Transit advertising
Advertising on vehicles such as taxis, busses, vans, and so on.
Use of the telephone

A potential customer phones the business to enquire about something, the
person answering the phone is perceived as the business.

If the potential customer is pleased with information, that person opt to
become a permanent customer.

e o8| Activity 2.6

1.1 Name the function that communicates the information between the business

and its stakeholders. ¥
1.2 Explain the importance of the public relations. (6)
1.3 Discuss TWO methods of carrying out public relations. (6)
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Unit 2.3 The eight business functions

Mind map: Topic 2 Business functions and the activities of
the business

Use the mind map as a guide to consolidate the content covered in this topic.
Be sure to study the content relevant to each heading.

The eight
business
functions

Differences
between
management
and leadership

Three levels of
L management

Organisational
structure

Management
tasks

BUSINESS
FUNCTIONS

AND THEIR
ACTIVITIES

NCA and

Importance of
CPA

stock control

Sources of
nance

Purchasing

procedure

Types of

capital
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Consolidation

QUESTION 1

1.1 Various options are provided as possible answers to the following questions,
choose the answer and write only the letter (A D) next to the question
number (1.1.1to 1.1.5).

1.1.1 The ensures that ordered goods are delivered at the agreed price,
right quantities, and right quality.
A marketing
B public relations
C purchasing
D administration
1.1.2 This function communicates the information between the business
and its stakeholders.
A marketing
B  public relations
C management
D  nancial
1.1.3 Zama is the production manager of Eben Manufacturers. Zama
represents the  level of management.
A top
B lower
C middle
D central
1.1.4 The process of setting goals and developing strategies is known as
A organising
B controlling
C planning
D leading
1.1.5 The isresponsible for nding the suitably quali ed employees.
A marketing
B human resources function
C general management
D public relations

Tip 6

Question 1 includes

the following types of

questions:

» multiple-choice
questions

» complete sentences
questions

» matching type
questions.

All sub-topics in business

functions will be equally

assessed.

You must be well

conversant with all the

sub-topics to answer

all the questions in this

section.

Some questions will be

indirect and you will be

required to apply your

knowledge.

(2 5)(10)

1.2 Complete the following statements by using the word(s) in the list below. Write only the word(s) next to the question number.

cash payment purchasing Consumer Tribunal

capital budget brochures marketing credit payment

media National Consumer Commission cash budget

1.2.1 An excellent way of distributing information cost-effectively is known as

1.2.2 The isresponsible for promoting compliance with the NCA and CPA through advocacy and enforcement.
1.2.3 Mason Traders made a ... allowing them to make immediate settlement of stock purchases.
1.2.4 Mzamo Manufactures drew upa to plan the purchase of machinery and motor vehicles.

1.2.5 Itisthe purpose of the  function to ensure a good relationship with suppliers.

G 2)(10)
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Unit 2.3 The eight business functions

Consolidation

QUESTION 2
2.1 Name any TWO factors that in uence the organisational structure. )
2.2 Identify the types of organisational structures applicable to EACH statement below:
2.2.1 Employees are drawn from different departments to work on a temporary structure.
2.2.2 Employees get instructions from more than one manager.
2.2.3 Employees perform the task while working in their own departments.
2.3 Explain the purpose of the nancial function.
2.4 Read the scenario below and answer the questions that follow:

,\A
NG
= &

BUILDON WAREHOUSE (BW)

BuildOn Warehouse specialises in warehouse storage services for big
businesses. BW received money from Station Bank, which will be paid back
with interest every month. They also received capital from the government.

2.4.1 Identify the TWO sources of capital applicable to BW. Motivate your answer by quoting
from the scenario above.

Use the table below as a GUIDE to answering QUESTION 2.4.1.

SOURCES OF FINANCING | MOTIVATIONS

1.
2.

2.5 Discuss any THREE methods of carrying out public relations. 9
2.6 Discuss any TWO management tasks. (6)
[35]

QUESTION 3

The purchasing function plays an important role in buying quality raw materials
and services for the business. The purchasing manager uses the purchasing
procedure to place an order. The purchasing manager needs to be well
conversant with the importance of stock control in a business.

Write an essay on the purchasing function in which you include the following aspects:
Outline the purpose of the purchasing function.
Explain the activities of the purchasing function.
Discuss any FOUR steps of the purchasing procedure.
Advise businesses on the importance of stock control. [40]
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Consolidation

Tip
Tips on writing an essay question
Write the word introduction for Layout.
The introduction should re ect any one OR two sub-questions of the essay.
Refrain from repeating words/statements that were used in the preamble/question paper.
Don t write the word BODY on the essay. You will forfeit marks if you do.
Write the FOUR sub-headings of the essay question so that you can at least obtain ONE mark for analysis.
You need to score a minimum of 16 marks in order to obtain the second mark for analysis.
The conclusion should consist of a meaningful fact and should not repeat facts that were written in either the
introduction or body.
You will be awarded 2 marks for one complete fact in the conclusion.

The maximum marks that can be obtained for facts are 32. This includes the introduction and the conclusion.

The other 8 marks are allocated for LASO. The total mark for the essay is 40

CEE

Scan this code for a summary
overview of the content covered
in this topic relating to the

speci ¢ Key Learning Points

y

https://www.youtube.com/
playlist?list=PLY8n0zQCEkpoS-
JuohXHcDHDsxpXbniaM6
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@ TOPIC OVERVIEW

—» Unit3.1 De ning the market environment
= Unit3.2 Other organisations that form part of the market

—> Unit3.3 Opportunities and threats faced by businesses in the
external environment

D Learning objectives

At the end of this topic, learners should be able to:

de ne/elaborate on the meaning of the market-environment
outline/describe/explain/discuss the components of the market
environment

identify the components of the market environment from a given
scenarios/statements/case studies /cartoons/pictures and motivate
your answer

explain/outline/give examples of other organisations/civil society
explain the meaning of opportunities and threats in a business
context and give practical examples of each

identify opportunities and threats from given scenarios/case
studies/statements

conduct a research on opportunities and threats faced by
businesses. make recommendations for improvement.

@ Key concepts

Market: any transaction that brings buyers and sellers together to exchange
goods/services for money.

Consumers/customers: individuals or other businesses that buy goods and
services from another business.

Suppliers: individuals or businesses that provide a business with inputs (raw
materials) that it needs in order for it to produce its goods/services.
Intermediaries: these are agents or businesses that distribute and sell the
goods and services of other businesses. They are the link between a
producer and a consumer.
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@ Key concepts

Competitors: these are business that sell more or less the same goods and
services.

CBOs: these are community-based organisations that provide certain
essential goods/services to the members of the community.

NGOs: these are non-governmental organisations that are established to
provide for certain needs of the people in the community without the aim
of making a pro t.

Regulators: government bodies/institutions that make rules and regulations
to monitors the operations of businesses, for example, SABS, ACSA, and so
on.

Strategic allies: businesses that join their resources together to undertake
a project that will bene t all the members in the alliance.

Unions: an organised group of workers that protect the interest of their
members in a particular industry.

Opportunities: all the things within the business that will contribute to the
success of the business.

Threats: anything within the business that will prevent the business from
achieving its goals/objectives.

Introduction

In Topic 1, we learned about the micro environment of a business. Remember that
the micro environment is the internal environment of a business.

All businesses whether big or small are also in uenced by two external
environments. These are the market environment, and the macro environment
which we will learn about in Topic 4. The components of these two external

environments in uence the success or failure of the business.

In this topic, we will discuss the components of the market environment.

3.1 Defining the market environment

The market environment refers to the immediate external components that
directly affect the ability of the business to operate. For the business to be
successful it must be able to in uence the components in this environment.

The components of the market environment

The components of the market environment include:
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Unit 3.1 De ning the market environment

IENEGIEES

MARKET Competitors
ENVIRONMENT

Consumers/

SR Other organisations/Civil society

Community-based organisation (CBOs)

Non-governmental organisation
(NGOs)

RELEE

Strategic allies

Unions

Consumers/customers/market

Consumers/customers refer to individuals or other businesses that purchase
products and services from a business.

Consumers are the nal users of the product/service

The market is the new and old customers who have money to buy
goods/services.

Customer s preferences and taste does change as time goes by, so it is
essential for businesses to conduct market research to ensure that their target
market s changing needs are continuously met.

If customers are not happy with the products or services of a business, they
will turn to a competitor.

TERM 1 | TOPIC 3 | The market environment

BS GRADE 10 LB.indb 39 2022/03/14 10:24:59 ‘



Suppliers

* Suppliers are individuals or other businesses that provide/supply businesses
with the inputs or resources that they need in order to produce/manufacture
their product or services.

e |f suppliers fail to provide businesses with quality resources/inputs or if the
suppliers don t deliver these resources/inputs on time or at the right prices,
then the businesses will not be able to meet their goals/objectives.

* Businesses need to ensure that they identify reliable suppliers in the market.

* Businesses can establish a good relationship with their suppliers by signing
long-term contracts for their raw materials at xed prices.

Intermediaries

* These are individuals or businesses that distribute and sell the products/
services of a business.

e Intermediaries bridge the gap between producers and consumers.

¢ Intermediaries include: wholesalers, retailers, agents, brokers, transportation

: - services, etc.
Q Some intermediaries assist businesses with packaging and advertising of their
products and services.

Examples of intermediaries include stores like Spar, Pick n Pay, Big Daddy,
Woolworths, and CNA.

wholesalers buy goods in
bulk from producers and sell
them in smaller quantities to
retailers

. . Competitors
retailers buy their stock from
wholesalers and then sell them Competitors refer to
to consumers businesses/organisations
agents individuals or that provide or sell
businesses that sell the more or less the same
products of other businesses goods/services. “"nw vn“n

for a commission Businesses will be forced
to offer quality products _ GUMPH"UHS
brokers buys and sells goods . :
or assets for others or se.rwces gt the lowest 3
possible prices or else they
will lose their customers to
their competitors.
Businesses should monitor
the activities of their competitors so that they could produce goods or services
that are of better quality than their competitors.
Examples of competitors in the retail market include: Spar and Shoprite,
Woolworths and Truworths, MTN and Vodacom, etc.
New entrants to the market.
Power of suppliers:The following Porter s Five Forces in uence competition:
Power of consumers.
Threats of substitute products/services.
Competitive rivalry.
Competition is bene cial to customers because it keeps prices down.
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Unit 3.2 Other organisations that form part of the market environment

e | Activity 3.1 Components of the market environment

1.1 Elaborate on the meaning of the market environment. (2)
1.2 Read the scenario below and then answer the questions that follow.

SIPHO S GARDENING SERVICES (SGS)

Sipho, the owner of Sipho s Gardening Services (SGS), provides goods and
services to clients in his hometown. Sipho buys gardening materials from Jan
Garden Accessories (JGA) at a reasonable price. Zane has opened gardening
services in the same area as Sipho at very lower prices.

Identify THREE components of the market environment applicable to SGS.
Motivate your answer by quoting from the scenario above.

Use the table below as a GUIDE to answer this QUESTION 1.2.

Components of the market | Motivation

environment

121

1.2.2

123

3.2 Other organisations that form part of
the market environment

Other organisations that form part of the market environment include all the
organisations or institutions that have been formed by individuals or members
of the community who have mobilised their resources to provide some essential
goods/services to the community without charging for these goods or services.

These organisations or institutions play a key role in the community, especially in
areas where the public sector has failed to provide these goods/services.
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Other organisations/civil society

Other organisatons/civil society include:

Community-based
organisations
(CBOs)

Other organisations
that form part

of the market

_ : environment Non-governmental
Strategic organisations
allies (NGOs)

Regulators

Lets have a look at these organisations in more detail.

@ Community-based organisations (CBOs)

Activities of CBO in South Africa Community-based organisations (CBOs) are established to assist the
community with job creation, socio-economic development, and becoming
self-suf cient.
They are local oganisations that operate in the community to provide social
services with aim of social upliftment.
They focus on socio-economic issues such as:

HIV/AIDS

unemployment

crime

illiteracy.

https://www.youtube.com/ Q Did you know

watch?v=pPawlQepjtw CBOs and NGOs share a similar motive - that is helping people and ghting bad
in uences in society.
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Unit 3.2 Other organisations that form part of the market environment

Non-governmental organisations (NGOs)

Non-governmental organisations g
(NGOs) are non-pro t
organisations that operate
separately from the government.
They are established to

ful limportant needs in the
community by addressing some
socio-economic issues.

They are part of the market
environment because they
supply consumer goods and
services and they are concerned about the welfare of others.

Regulators

Regulators are government
bodies that make rules and
regulations to control the
activities of businesses.

These rules and regulations

are put in place to ensure that
businesses do not exploit their
customers or employees.
Examples of these government
bodies/organisations include the
South African Bureau of Standards
(SABS), Airports Company South
Africa (ACSA), etc.

Unions

Unions are established
bodies that protect the
interest of workers. They
have the right to call for
industrial actions such strikes
or go-slows if their demands
are not met by organisations
or the government.

They constantly negotiate for
better wages and salaries for

their members and also safeguard their members against unfair dismissal.
They also negotiate for better working conditions for their members and may

represent them during disciplinary hearings.

Strategic allies

Strategic allies are businesses that combine their resources to undertake
a project that will bene t all of them. They may share their expertise and
information to bene tall their members.

These relationships help businesses to explore new markets and also gain
competitive advantage.

BS GRADE 10 LB.indb 43
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What is an NGO?

https://www.youtube.com/
watch?v=D4dCOgxFkDs

TA) New words

strike refers to the situation
whereby workers refuse

to work in order for their
demands to be met

go-slow when workers go to
work but deliberately work at a
slower pace

CEE

Protest march by Trade Unions
members

http://youtube.com/
watch?v=ASIGP8YsmPY
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o 8| Activity 3.2

1.1 Outline the differences between CBOs and NGOs. (8)
1.2 Discuss any other TWO organisation of the market environment except
CBOs and NGOs. (6)

3.3 Opportunities and threats faced
by businesses in the external
environment

Businesses are faced with both opportunities and threats in the market
environment in which they operate. Businesses do not have any control over these
however, they can in uence them to some extent.

Meaning of opportunities

Opportunities are any factors in the external environment that will contribute
or is already contributing to the success of the business.

Businesses need to constantly seek opportunities in their external
environment in order to remain competitive.

OIS cxamples of opportunities

taxes acompulsory Decrease in taxes, closing down of a competitor s business, decline in interest
contribution to the state rate and favourable legislation by the government.

revenue made by businesses
and individuals from their

neeme Meaning of threats
legislation the process of
mgking laws of tr?e country Threats are any factors in the external environment that will stand in the way

or is already standing in the way of businesses achieving their goals.
Businesses have a challenge of constantly identifying threats in the external
environment and devising strategies to turn them into opportunities
otherwise they will not be successful.

Examples of threats

Increase in taxes, new businesses entering the market, increase in interest
rate, and changes in government legislation.

Businesses need to identify the opportunities and threats in their environment by
conducting a SWOT analysis.

OPPORTUNITIES These are factors in the external environment that will
contribute or are already contributing to the success of a business. Example,
decrease competition, reliable suppliers, decrease taxes, favourable government
legislation etc.
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Unit 3.3 Opportunities and threats faced by businesses in the external environment

THREATS  Factors in the external environment that will stand in the way of the Q

business achieving its goals or objectives. Example, new business entering the

market, shortage of suppliers, industrial actions, increase taxations and in ation. industrial action action
taken by employees at a

Thinking strategically in this way will help a business to remain successful. protest, for example, strikes
in ation ageneral increase

Below is an example of a SWOT analysis. in prices a decrease in the
purchasing power of money

STRENGHTS WEAKNESSES

INTERNAL FACTORS

OPPORTUNITIES ¥ THREATS

e o Activity 3.3

QUESTION 1
1.1 Explain the meaning of opportunities . 2
1.2 Name THREE practical examples of threats in a business. (3)
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Consolidation

QUESTION 1
1.1 Name FOUR socio  economic issues that CBO s most focus on. (4)
1.2 Read the scenario below and answer questions that follow:

MAZZARS SUPPLIERS (MS)

Mazzars Suppliers specialises in the supplying of generators in Orange Farm. MS identi ed the need for generators
because of the load shedding. Mazzars Suppliers also discovered that Kay Electronics also supplies generators in
Orange Farm. They have identi ed the need for their generators in other townships of Johannesburg. MS is situated
in an area with a high crime rate.

1.2.1 Name the business environment in which MS operates. (2)
1.2.2 Identify opportunities and threats for MS s business from the scenario above.
Use the table below as a guide to answer QUESTION 1.2.

OPPORTUNITIES THREATS
(4)
1.3 Explain to MS the reasons why NGO s and CBO S form part of the market environment. (4)
1.4 Describe the intermediaries as a component of the market environment. 4)

Mind map: Topic 3 The market environment

Use the mind map as a guide to consolidate the content covered in this topic.
Be sure to study the content relevant to each heading.

Consumers/
Customers

@ QR CODE

Scan this code for a summary /ﬂ I
overview of the content covered e

in this topic relating to the
speci ¢ Key Learning Points

MARKET
ENVIRONMENT

]
s
o :Er-qlﬂi
o Competitors Other
Oganisations/
- Civil society
4

https://www.youtube.com/
playlist?list=PLY8n0zQCEkpoS-
JuohXHcDHDsxpXbniaM6

Opportunities

Intermediaries
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TERM 1

@ The macro environment

@ TOPIC OVERVIEW

Unit4.1  The meaning of the macro environment

Unit4.2  Components of the macro environment and examples of each
component/feature

D Learning objectives

At the end of this topic, learners should be able to:

de ne/elaborate on the meaning of the macro environment
brie y explain the reasons why the macro environment can be a
challenge to businesses

de nelgive practical examples of each component/feature of the
macro environment

brie y explain the reason why each component/feature poses a
challenge to businesses

identify the components of the macro environment from given
scenarios/statements/case stud-ies/cartoons/pictures

conduct research on the impact of the macro environment on
businesses (for enrichment purposes).

) Keycomeopis

Physical/Natural environment: refers to natural and man-made variables
that surround businesses.

Economic environment: refers to all the external economic factors that
in uence buying habits of consumers and businesses.

Social environment: refers to the immediate physical and social setting in
which people live and the society in which businesses operate.

Cultural environment: the cultural environment affecting businesses
includes religion, customs, and traditions, which in uence actions and
decisions.

Demographic environment: refers to the socio-economic characteristics
of a population, which businesses use to identify the product preferences
and purchasing behaviours of customers.

Technological environment: refers to development in the field of
technology with new and innovative knowledge, new inventions, and other
improvements in techniques that affect businesses.

TERM 1 | TOPIC 4 | The macro environment
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@ Key concepts

Legal environment: the laws passed by the government in which
businesses operate.

Political environment: the government and its institutions, and the public
and private stakeholders that in uence businesses.

International/global environment: refers to the international interactions
that in uence how businesses operate.

Institutional environment: refers to the three levels of government in
South Africa, that puts laws and rules that regulate how businesses operate
in place.

Introduction

Businesses operate within the context of three business environments. These are
the micro, which we learned about in Topic 1, the market environment, which we
learned about in Topic 3, and macro environment, which we will learn about in
this topic.

Each business environment is characterised by its features/components. The
picture below gives a brief overview of the components of macro environment.

MACRO ENVIRONMENT

Socio-economic
Legal
Technological
Political
Institutional (government)
Economic

International cm—
Physical - B
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Unit 4.1 The meaning of the macro environment

4.1 The meaning of the macro (A) New words |
enVI ron ment interaction communication
or direct involvement with
The macro environment is a condition that exists in the economy as a whole, someone or business
rather than in a particular sector or region.
It refers to the interaction of businesses with forces outside of themselves.
The macro environment is also known as the external environment.
The external environment presents both opportunities and threats.

It is always changing and developing.
Businesses have no control over this environment.

Reasons why the macro environment can be a
challenge to businesses

Businesses have no control over the macro environment. This environment is always
changing and therefore leads to challenges for businesses. A change in one of the
environments in the macro environment can affect any of the other environments,
which will then impact on businesses. For example, the deadly Corona virus affected
the entire world and had a negative impact on the social environment as well as the
economic environment.

) G ) O i
B 0000 ]
] Wy 7
LTS
9

A Businesses have no control over the macro environment

AW SV S \acro environment Tip o

Work in on your own Only the rstTWO answers

1.1 De ne the meaning of the macro environment. 4) will be marked if more than

1.2 Brie y explain TWO reasons why the macro environment can be challenging the stated number of facts
for businesses. 4) are given.

| TOPIC 4 | The macro environment m
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4.2 Components of the macro

TA) newwords ——

acronym an abbreviation
formed from the initial letters
of other words and pronounced
as a word, for example, LOL

CEET

Watch the video on PESTLE by
clicking on this link.

https://www.youtube.com/
watch?v=VrmZLaFY3YE

Political Economic
(which includes

Institutional)
Refers to all the

external economic
factors that in uence
buying habits of
consumers and
businesses.

The government
and its institutions,
and the public and
private stakeholders

that in uences
businesses.
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environment and examples
of each component/feature

The macro environment has ten features/components. These are the:

physical/natural environment
economic environment

social environment

cultural environment
demographic environment
technological environment

legal environment

political environment
international/global environment
institutional environment.

To make it easier to remember these features/components of the macro
environment, we have grouped some of them together. We use the acronym,
PESTLE. Each letter in the acronym denotes a set of factors that directly or
indirectly affects businesses.

PESTLE stands for the following:

Political environment (which includes the institutional environment)
Economic environment

Saocial (which includes the cultural and demographic environment)
Technological environment

Legal environment

Environmental (which includes the physical/natural environment or the
international/global environment)

S T L E
@@

Social Technological Legal Environmental
(which includes (which includes
Cultural and Physical /Natural)/

Refers to
development
in the eld of
technology with
new and innovative
knowledge, new
inventions and other
improvements in
techniques that
affects businesses.

Refers to rules that
businesses must
adhere to and all

other legal aspects
businesses should

consider.

Demographic )

Refers to physical/
natural and
international/global
environment.

Refers to the
immediate physical
and social setting
in which people live
and the society in
which businesses
operate.

(International/Global)
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Unit 4.2 Components of the macro environment and examples of each component/feature

PESTLE is used for identifying and evaluating factors in the external environment
that affects businesses. It gives businesses a better understanding of the external
environment and the industry in which it competes. Lets look at each component/
feature of the macro environment, examples of each component/feature, and
reasons why each component/feature poses a challenge to businesses.

Political environment (including the
Institutional environment)

The political environment represents the government and its institutions,
and the public and private stakeholders that in uence businesses. The political
environment refers to the actions taken by the government that affects daily
business activities.

Q Did you know

Examples of private
stakeholders include:

investors
communities
trade associations

The institutional environment refers to the three levels of government in South
Africa, that puts in place laws and rules that regulate how businesses operate.
All'in uences that a government has on businesses could be classi ed under
this environment.

EXAMPLES ‘ CHALLENGES

CA) newwords ——

Government policy:
Policies and laws made by the
government in uence the way
businesses operate.

Changes in government often result
in policy changes that may affect
businesses.

Political instability:
Strikes/protests impact on investment,
consumption, and economic growth.

Strikes/protests cause political
instability and delays in productivity.

Tax policy:
Tax rates decided by the government
impact businesses.

Increased taxation has the same effect
as an increase in costs.

Corruption:
Corruption impacts the implementation
of the rule of law and democratic values.

Reports of corruption in businesses can
cause shareholders and investors to
lose trust and con dence in a business.

Consumer rights organisations:
Consumer rights organisations may
prevent businesses from selling products
if they do not meet certain requirements.

Consumers may be called upon to
boycott certain products and/or
businesses.
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impact the effectorin uence
of a decision or activity on

the business/community/
employees

productivity the rate at
which goods are produced or
services provided




TA) New worss

exchange rate the value of
one currency for conversion to
another

in ation ageneral increase
in prices and a fall in the
purchasing value of money

interest the extra money that
you pay back when you borrow
money or that you receive
when you invest money
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Economic environment

The economic environment refers to all the external economic factors that
in uence buying habits of consumers and businesses. It, therefore, affects the

performance of businesses.

The economic environment relates to all the economic factors that affect
commercial and consumer behaviour. The economic environment consists of all
external factors in the immediate marketplace and the broader economy, which
includes in ation, petrol price, interest rates and exchange rates.

EXAMPLES | CHALLENGES

In ation/petrol price:
In ation decreases the value of money.

Rising costs due to in ation/petrol
price could affect business sales and
pro tability.

Interest rates:
Interest rates in uence the cost of
capital of businesses.

High interest rates mean that loans will
become more expensive.

Conditions of credit:
Banks will balance their risk and
expected return.

The price of credit impacts the
willingness and ability of banks to lend
money.

Exchange rates:
The price of the Rand in terms of
another currency/imports and exports.

Fluctuations in foreign currency
may restrict imports.

Economic growth;

of business cycles.

Upswing/downswing economic activity

Recession restricts businesses
with adequate support to continue
operating.

Social environment
(including cultural
and demographic
environment)

Social aspects include changes in
culture and demographics. The
social environment refers to

the immediate physical and social setting in which people live, and the society in

which businesses operate.

The cultural environment affecting businesses includes religion, customs, and
traditions that in uence actions and decisions.

The demographic environment refers to the socio-economic characteristics of a
population that businesses use to identify the product preferences and purchasing

behaviours of customers.
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Unit 4.2 Components of the macro environment and examples of each component/feature

EXAMPLES ‘ CHALLENGES @ QR CODE

Social issues: Social issues affect consumer spending What is the Fourth Industrial
Includes issues such as poverty, and business pro tability. Revolution?

unemployment and crime.

Health issues: Serious health issues have a negative

Includes issues such as HIV/AIDS and TB. effect on employee productivity.

Low levels of literacy: Customers may not be able to afford

Large numbers of people in South Africa products because of low income levels.

are poorly educated and are therefore

unskilled.

Social and cultural diversity: Problems may arise because of the

Different cultural norms, preferences, different cultural backgrounds/may

beliefs and values. create con ict in the workplace. https://www.weforum.org/
Language: Businesses may not be conversant with about/the-fourth-industrial-
The constitution recognises eleven the local language of their customers. revolution-by-klaus-schwab
of cial languages.

Technological environment

The technological environment refers to development in the eld of
technology with new and innovative knowledge, new inventions, and other
improvements in techniques that affect businesses.

It refers to external factors in technology that impact business operations. It
relates to factors that create new technologies and thereby provide opportunities
and threats to businesses. Changes in technology affect how businesses operate.

The technological environment shows the fastest changes in the macro-environment.
Such new technologies have started the Fourth Industrial Revolution (4IR).

EXAMPLES ‘ CHALLENGES

Technological developments: Businesses may not be able to keep up

Include wireless communication, with/be aware of the latest technology.

business techniques, and smartphone

applications.

Technical skills: Employees may not be skilled to

A skilled technical workforce is needed, operate/maintain new technology/

and this requires training and retaining equipment.

employees.

High maintenance costs: Staying up to date with the latest and

It is expensive to buy new technology, greatest technology can be expensive.

but it is also costly to maintain it.

Technological dependence: Businesses experiencing systems failure

Results in communication breakdowns, will be rendered paralysed, which will

disruptions, or delays. cause businesses to lose capital due to
stalling in operations.

Security in cryptography: Business s IT systems may be hacked

The risk of cyberattacks include by fraudsters, and this could expose its

stealing/erasing/changing data. con dential information/be damaging

to the business.

| TOPIC 4 | The macro environment
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CEE

Legal in uences on businesses

E 1 E
n "

https://www.youtube.com/
watch?v=AFsJk-mvNz0
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Legal environment

The legal environment refers to
the laws passed by the government,
which affect businesses. Legal

elements refer to rules that businesses

must adhere to, and all other legal
aspects businesses should consider.

Laws and regulations have been
introduced to ensure that there is
a framework of legal systems for

businesses to trade and operate. Legal factors are external factors that refer to
how the law affects the way businesses operate and customers behave.

EXAMPLES CHALLENGES

Business law:
Skills Development Act (SDA), Broad-
Based Black Economic Empowerment

(BBBEE), Employment Equity Act (EEA).

Consider certain acts that may have a
direct impact on businesses.

Labour law:
Labour Relations Act (LRA), Basic

employees should be treated.

Conditions of Employment Act (BCEA),
Compensation for Occupational Injuries
and Diseases Act (COIDA) dictates how

Legal requirements for businesses
to operate are time-consuming to
implement.

Consumer law:

National Credit Act (NCA), Consumer
Protection Act (CPA) to protect
consumers.

NCA the business must do
background checks on clients, which
may be costly and time-consuming.
CPA the business must give
information on the ingredients of the
product.

Competition laws:

A law that promotes market
competition by regulating anti-
competitive conduct by companies.

Businesses may be liable to paying nes
for the non-adherence to various acts
(laws).

Municipal by-laws:

such as zoning ordinances, business
hours, permits and licences.

A law passed by the local government

Businesses have to apply for a trading
licence before they are able to legally
trade.
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Unit 4.2 Components of the macro environment and examples of each component/feature

Environmental (including physical/natural and
International/global environment)

Environmental refers to the physical/natural and the international/

global environment.

The physical/natural environment

The physical environment refers to natural and
man-made variables that surround businesses. It also
refers to the availability of natural resources and
sustainability of mineral resources.

It includes the physical location, space, and any other
thing that physically impacts businesses.

[chaLLENGES CA) newwords ——

Ecological aspects: Unpredictable weather may cause sustainability the use of

Weather and climate in uence the signi cant disruption to businesses. natural products and energy in

availability of natural resources. a way that does not harm the

. environment
Non-renewable resources: Some natural resources, such as oil/
Depletion of non-renewable resources coal, are scarce and expensive. multinational
i ) corporation usually a large

P(_)Ilutlon: . _ PoIIut_lon poses a threz_:lt to the corporation incorporated in

Air, water, noise pollution sustainability c_>f a business. _ one country, which produces
Measures to dlsposg of waste material or sells goods or services in
may also be expensive. various countries

The international/global environment

The global environment refers to the uncontrollable local and international
interactions that in uence how businesses operate. International businesses also
increase competition in domestic markets and introduce new opportunities to

foreign markets. The global competition encourages businesses to become more
innovative and ef cient in their use of resources. @ QR CODE
Understanding the Economic

EXAMPLES | CHALLENGES Shock of the Covid-19 Crisis

Globalisation: The exploitative nature of large

International trade multinational corporations.

Health issues: Businesses are unable to import and

Such as the COVID-19 pandemic, export goods during lockdown periods.

Ebola virus, and so on Many businesses are unable to operate
ef ciently and faces liquidation.

Civil wars International problems impact

Political instability businesses across the world.

https://hbr.org/2020/03/
understanding-the-economic-
shock-of-coronavirus
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o 8| Activity 4.2

PUZZLE: COMPONENTS OF THE THREE ENVIRONMENTS

Across

2.

This environment refers to all the external economic
factors that in uence buying habits of consumers and
businesses.

This environment is the government and its institutions
and the public and private stakeholders that in uence
businesses.

This environment affecting businesses includes religion,
customs, and traditions that in uence actions and
decisions.

This environment refers to the socio-economic
characteristics of a population that businesses use

to identify the product preferences and purchasing
behaviours of customers.

This environment refers to development in the eld of
technology with new and innovative knowledge, new
inventions, and other improvements in techniques that
affect businesses.

This environment refers to the uncontrollable local and
international interactions that in uence how businesses
operate.
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Down

1. This environment refers to the three levels of government
in South Africa, that puts in place laws and rules that
regulate how businesses operate.

4. This environment refers to natural and man-made

variables that surround businesses.

6. This environment refers to the immediate physical and
social setting in which people live and the society in which
businesses operate.
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Unit 4.2 Components of the macro environment and examples of each component/feature

Mind map: Topic4 The macro environment

Use the mind map as a guide to consolidate the content covered in this topic.
Be sure to study the content relevant to each heading.

no control

external environment

ever-changing
environment

interaction with
forces outside “
of businesses - Reasons why the
macro environment
| Meaning

can be a challenge
to businesses

MACRO
ENVIRONMENT

Components
of the macro
environment and
examples of each
component/
feature

Reasons why
each component/
feature poses

a challenge to
businesses

PESTLE ANALYSIS CHEAT SHEET

POLITICAL ECONOMIC SOCIAL TECHNOLOGICAL LEGAL ENVIRONMENTAL
government policy in ation/petrol social issues technological business law ecological aspects
political instability price health issues developments labour law non-renewable
tax policy interest rates low levels of technical skills consumer law resources
corruption conditions of literacy high maintenance competition laws pollution
consumer rights credit social and cultural costs
organisations exchange rates diversity technological

economic growth language dependence
security in
cryptography
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Consolidation

SECTION A
QUESTION 1

1.1 Various options are provided as possible answers to the following questions. Choose the answer and write only the
letter (A D) next to the question numbers (1.1.1 -1.1.2) in the ANSWER BOOK, for example 1.1.3 D.

1.1.1 The

1.

which businesses operate.

A
B
©
D

cultural
economic
natural
social

1.2 This Act requires businesses to give information about the ingredients of a product:

A

B
c
D

National Credit Act
Consumer Protection Act

Broad-based Black Economic Empowerment
Compensation for Occupational Injuries and Diseases Act

(2x2)(4)

1.2 Choose a description from COLUMN B that matches a term in COLUMN A. Write only the letter (A F) next to the
question number (1.2.1 1.2.3) in the ANSWER BOOK, for example, 1.2.4.

Column A | Column B

environment refers to the immediate physical and social setting in which people live and the society in

1.2.1 | Institutional environment A | affecting businesses includes religion, customs and traditions
which in uences actions and decisions.
1.2.2 | Political environment B | the laws passed by the government in which businesses operate.
1.2.3 | Demographic environment C | refers to the international interactions that in uence how
businesses operate.
D | refers to the three levels of government in South Africa.
E | refers to the socio-economic characteristics of a population to
identify customer behaviour.
F | the government and its institutions, and the public and private
stakeholders that in uence businesses.
B 2
SECTION B
QUESTION 2
2.1 Name TWO components/features in the macro environment according to PESTLE. 2
2.2 De ne the legal environment. (2)

2.3 Read the scenario below and answer the questions that follow:

DUKAAN BICYCLE REPAIRS (DBR)

Kayvaan Dukaan owns a bicycle repair shop in Ritzfontein where the unemployment level is quite high. Residents
in the area are always protesting against poor service delivery. Some businesses in the area dump waste material
on the nearby eld.

2.3.1 Ildentify THREE components/features of the macro environment applicable to the scenario.
Motivate your answer by quoting from the scenario above.

BUSINESS STUDIES | GRADE 10

‘ BS GRADE 10 LB.indb 58

2022/03/14 10:25:19




Unit 4.2 Components of the macro environment and examples of each component/feature

Consolidation

Use the table below as a GUIDE to answer 2.3.1

COMPONENTS/FEATURES | MOTIVATION
1.
2.
3.
©)
2.4 Explain the reasons why the following components of the macro environment pose challenges to businesses:
2.4.1 Economic @)
2.4.2 Technological 4)

&) orco:

Scan this code for a summary
overview of the content covered
in this topic relating to the

speci ¢ Key Learning Points

https://www.youtube.com/
playlist?list=PLY8n0zQCEkpoS-
JuohXHcDHDsxpXbniaM6
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Downloaded from Stanmorephysics. com

Case study MARKS:50  TIME: 2 HOURS
INSTRUCTIONS TO THE LEARNER & EDUCATOR:

a) The case study covers the following Term 1 topics:
Micro environment
Market environment
Macro environment

Business functions
b) This assessment task must be completed during class time under controlled conditions within the given

time indicated.
C) Learners may not take this assessment task home to complete.
d) Learners may use their textbooks and / or notes during the completion of this assessment task.
e) Write only with a blue or black pen and writing should be neat and legible.

Read the scenario below and answer the questions that follow:
UKUTYA FOOD STORES (UFS)

Abongile started his own business, Ukutya Food Stores (UFS) after he completed a management course at
a business college. He saw a need for frozen food in the community as a convenient way for households to
enjoy nutritious meals after a long day s work.

UFS wants to improve people s lives by offering frozen foods healthily and conveniently. Abongile sees the
business expanding to the rest of the African continent. When this happens UFS will have to adapt to a
different organization structure and will require nancing.

Abongile purchases products for his business from various suppliers. He believes that by sponsoring the local
orphanage and by offering donations, his business will gain the support from the community. UFS offers free
masks to pensioners who buy from his store.

UFS has recently noticed a decrease in sales since the price of petrol increased. The pro tability of the business
is negatively affected because consumer spending has decreased due to high unemployment rate. Abongile
has introduced online shopping with delivery service to boost sales. He also considers negotiating with his
suppliers to make credit payments.

UFS is trading for cash sales only. The business needs more capital to expand to other areas and improve on
the organisational structure.
[Source: FP untitled 05/07/21]

1. Identify TWO components of the micro environment from the scenario. Motivate your answer by quoting
from the scenario above.

Use the table below as a GUIDE to answer QUESTION 1.

MICRO ENVIRONMENT COMPONENTS MOTIVATIONS

1.

2.
(6)
2. Elaborate on the meaning of the micro environment. 2
3. List the components of the market environment from the scenario above. 2
4. Explain TWO other components of the market environment, besides other organisations/civil societies. (6)
5 Describe the meaning of opportunities and threats to businesses. 4)

BUSINESS STUDIES | GRADE 10
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6. Identify TWO components of the macro environment from the scenario. Motivate your answer by
quoting from the scenario above.

Use the table below as a GUIDE to answer QUESTION 6.

COMPONENTS OF MACRO ENVIRONMENT MOTIVATIONS
1.
2.
(6)
7. Identify TWO business functions from the scenario above. Motivate your answer by quoting from the

above scenario.
Use the table below as a GUIDE to answer QUESTION 7.

BUSINESS FUNCTIONS MOTIVATIONS
1.
2.
(6)
8. Differentiate between cash and credit payment. 4
9. Describe any TWO types of organisational structures that will suit UFS when expanding. (6)
10. Explain any THREE sources of nancing available for expanding businesses. (8)

TOTAL: 50 MARKS

Formal Assessment Task 1
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Controlled Test

Instructions and information

This paper consists of 5 pages

Read the following instructions carefully before answering the questions.
This question paper consists of THREE sections and covers TWO main topics.

1.

SECTION A: COMPULSORY
SECTION B: Consists of THREE questions.

Answer any TWO of the three questions in this section.

SECTION C: Consists of TWO questions.
Answer any ONE of the two questions in this section.

Read the instructions for each question carefully and take note of what is required.
Number the answers according to the numbering system used in this question paper. No marks will be

awarded for answers that are numbered incorrectly.

Except where other instructions are given, answers must be written in full sentences.
Use the mark allocation and nature of each question to determine the length and depth of an answer.

MARKS: 100

TIME: 1,5 HOURS

Use the table below as a guide for mark and time allocation when answering each question.

SECTION QUESTION
A Objective-type questions 1
COMPULSORY
B THREE direct/indirect type questions 2
CHOICE (Answer any TWO.) 3
4
C TWO essay-type questions 5
CHOICE (Answer any ONE.) 6

TOTAL
Begin the answer to EACH question on a NEW page, for example
QUESTION 1 new page, QUESTION 2 new page, and so on.
You may use a non-programmable calculator.
Write neatly and legibly.

SECTION A

QUESTION 1 (COMPULSORY)
Various options are provided as possible answers to the following questions. Choose the answer and
write only the letter (A D) next to the question numbers (1.1.1 1.1.5) in the ANSWER BOOK, for

1.1

example, 1.1.6 D.

MARKS

20

20
20
20

40
40

100

TIME

20 minutes

20 minutes
20 minutes

20 minutes

30 minutes

30 minutes

90 minutes

1.1.1  Management and the business functions are components of the ... environment.

A external
B macro
C market
D micro

BUSINESS STUDIES | GRADE 10
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1.1.2  Therole of trade unions is to
A give the business a competitive advantage.
B implement rules to ensure fair business practice.
C protect the interests of its members.
D provide guidelines on how to run a business ethically and responsibly.
1.1.3  Anexample of the economic environment.
A changes in weather patterns
B increase in interest rates
C machines taking over many routine jobs
D new machines and technology developed to decrease pollution
1.1.4  The level of management that makes strategic decisions.
A lower level management
B medium level management
C middle level management
D top level management
1.1.5 Information isthe use of electronic equipment to assist with ling and storing information.
A administration

B data
C management
D technology 5 2)(10)
1.2. Complete the following sentence by using the words in the list below write only the word(s) next to the
question number (1.2.1t0 1.2.5)
capital suppliers formal purchasing political
intermediaries public relations cash informal legal
1.2.1  Businesses are affected by the  factor of the macro environment when the government
passes laws and regulations.
1.2.2  Wholesalers and retailers serves as  to bridge the gap between producers and consumers.
1.2.3  Businesses operating in the  sector are registered and pay taxes.
1.2.4 The nancial manager at Mcgee Stores presented a  budget that estimates the working capital.
1.25 The function ensures that existing customers remain loyal. 5 2)(10)
TOTAL SECTION A [20]

SECTION B

Answer ANY TWO questions in this section.

NOTE:

Indicate the QUESTION NUMBER of each question that you choose.

The answer to EACH question must start on a NEW page, for example, QUESTION 2 on a NEW page, QUESTION 3
on a NEW page.

QUESTION 2 BUSINESS ENVIRONMENTS

21
2.2

2.3

BS GRADE 10 LB.indb 63

De ne the meaning of the market environment. (2
Outline the following components of the market environment:

2.2.1  consumers/customers

2.2.2  suppliers 4
Read the scenario below and answer the question that follows:

DIDI S HAIRSTYLIST (DH)

Didi specialises in cutting and styling hair. Her business does not have suf cient capital to buy
equipment to cater for a large intake of clients. Businesses in the same industry as DH are relocating to
other areas. Didi is located in a high-crime area.

Formal Assessment Task 1
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2.3.1 Identify ONE opportunity and ONE threat from the scenario above. 4)
Use the table below as a GUIDE to answering QUESTION 2.3.1.

OPPORTUNITY

2.4 Explain following macro environment features.
241  Economic
2.4.2  Social
2.4.3 Political

2.5 Suggest reasons why the macro environment can be a challenge to businesses. 4

QUESTION 3 BUSINESS OPERATIONS
3.1 Name TWO factors that in uence the organisational structure.

3.2 Read the scenario below and answer the question that follows:

DAVE S FURNISHERS (DF)

THREAT

[20]

Dave manages the different business functions in a manner that will provide maximum bene tto all
departments involved. Lutho ensures the ef cient capturing and processing of data and information.

3.2.1  Name TWO business functions that are applied by DF. Motivate your answer by quoting

from the scenario above.
Use the table below as a GUIDE to answer QUESTION 3.2.1.

BUSINESS FUNCTIONS
1.
2.

3.3 Explain the following activities of the administration function:
3.3.1  handling of information
3.3.2  of ce practice

3.4 Explain the differences between management and leadership.
Use the table below as a GUIDE to answering QUESTION 3.3.

MANAGEMENT

3.5 Suggest the purpose of the nancial function to the business.

QUESTION 4 MISCELLANEOUS TOPICS

BUSINESS ENVIRONMENTS
4.1  List FOUR examples of intermediaries.
4.2 Identify the business sector applicable to EACH statement below:

MOTIVATIONS

A

=

LEADERSHIP

(4)
[20]

4.2.1  Thando bought a bakkie to start a removal and delivery service.
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4.2.2  MrBrown started his own vegetable garden in his backyard.

4.2.3  Lelethu turned her home into a mini factory to manufacture uniforms for the schools in
the area. (6)

BUSINESS OPERATIONS
4.3 Describe the following management tasks:

43.1 planning @

4.3.2  organising 2

4.4  Describe TWO methods of carrying out public relations. (6)
[20]

TOTAL SECTION B [40]

SECTIONC

Answer ONE question in this section.

NOTE: Indicate the QUESTION NUMBER of each question chosen. The answer to EACH question must start on a
NEW page, for example, QUESTION 5 on a NEW page or QUESTION 6 on a NEW page.

QUESTION 5 BUSINESS ENVIRONMENTS (MICRO ENVIRONMENT)

Organisational culture is an important part of every business. The success of each business depends on the
availability of necessary resources. Vision, mission statement, goals and objectives are the road maps to
achieving business growth. The size and type of ownership can predict the type of the organisational structure.

Write an essay on the micro environment in which you include the following aspects:
Outline the purpose of the organisational culture.

Explain FOUR organisational resources.
Discuss the vision, mission statement, goals and objectives of any business.
Advise a business on the importance of a business organisational structure. [40]

QUESTION 6 BUSINESS OPERATIONS (PURCHASING FUNCTION)

The purchasing function is one of the fundamentals of a business concern. The Consumer Protection Act and
the National Credit Act have a direct impact on the purchasing function. The business should be aware of the
consumer rights as stipulated in the NCA.

Write an essay on the purchasing function in which you include the following aspects:
Outline the activities of the purchasing function.

Describe the purpose of the Consumer Protection Act (CPA).
Analyse the impact of National Credit Act (NCA) on business.

Advise business on the consumer rights as outlined in the NCA. [40]
TOTAL SECTION C 40
GRAND TOTAL 100

Formal Assessment Task 1
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The Interrelationship of
the micro, market and
macro environments

@ TOPIC OVERVIEW

Unit5.1 Relationship between the features/components of the
micro-environment

Unit5.2 The interrelationship between micro (internal business) and
market environments

Unit5.3 The relationship between the micro, market and macro environments

D Learning objectives

At the end of this topic, learners should be able to:

explain/describe the link/relationship between the components
and features of the micro-environment

explain the reasons why competition poses a challenge to businesses
explain the interrelation between micro (internal) and

market environments

give examples of the relationship between the business and
consumers, suppliers, intermediaries and competitors
explain/discuss the relationship between micro, market and

macro environments.

a8) Keycomoprs

Interrelatedness: relate or connect one another, that is, a relationship exists
between the three business environments.

Introduction

0 New words The micro, market and macro business environments do not exist in insolation.

They are interrelated and in uence each other. Each environment has its own set

interrelated thereisa . .
of threats and opportunities that business owners need to be aware of.

connection or relationship

between the components ) ) )
However, the macro environment has the biggest control and in uence over

both the market and micro environments. The market and micro environments
have very little control over the macro environment but they can adapt to the

government, for example, . . . .

the Employment Equity Act challenges in the macro environment. For example, if businesses come together

(No. 55 of 1998) to form a strategic alliance, they could in uence certain aspects of government

legislation, but a single business has no control over government legislations.

legislation laws which have
been enacted/passed by the

m BUSINESS STUDIES | GRADE 10
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Unit 5.1 Relationship between the features/components of the micro-environment

5.1 Relationship between the
features/components of the
micro-environment

The features/components within the micro environment depend on and also
in uence each other.

The relationships between the features/
components of the micro (internal)
environment

Production

GENERAL
MANAGEMENT

Public
Relatjpns

Financial

Administration Human
Resources

The interrelationship between the functions Q

The eight functions within the business depend on each to achieve their goals

and objectives. For example, the general management function consults the consult to seek information or
administration function to obtain the relevant information that it requires to input from other departments

run the affairs of the business.

The general management function coordinates all the other functions in
the business in an ef cient and effective way to achieve the mission and
vision of the business. It constantly seeks information and advice from all
the departmental heads to make decisions and develop strategies for
the business.

TERM 2 | TOPIC 5 | The interrelationship of the micro, market and macro environments
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TA) New words

remunerate payment thata
worker receives for performing
a job for the business

devising plan or come up
with procedure or systems

m BUSINESS STUDIES | GRADE 10
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The interrelationship between departments
The departments within the
business depend on and

in uence each other when
they perform their duties and
responsibilities. For example,
the production department
will have to inform the
purchasing department
about the type, quality and
quantity of resources they
need to purchase or order
for them to produce the
goods or services required.
The marketing department also provides the production department with
feedback from customers so that the production department could produce
goods and services that will meet consumers expectations.

The human resources department will consult the other department to
determine the type of skills and experience that they need in their department
before recruiting employees into the business.

All the other departments in the business are also interrelated in one way

or another. Some departments depend on other departments in the same
business for their resources, to complete their nal products. For example, in
a car manufacturing company, the different parts of the car are created by
different departments before it is combined to become a complete car.

The interrelationship between employer and employee

The employer (business) -

depends on the
employees (workers) to
perform certain duties
and responsibilities

for the business and
the employers also
remunerate employees
for offering their
services to the business.
Employers also consult
their employees when
it comes to devising
strategies to achieve the goals and objectives of the business.

Some employers provide their employees with education and training
resources to improve the skills of their workers.

2022/03/14 10:25:25



Unit 5.2 The interrelationship between micro (internal business) and market environments

e8| Activity 5.1 Interrelationship between the business environments

Work in group or on your own.

All the components of the micro environment are interrelated. They have positive and
negative in uences on each other. A change in one feature/component will in uence
all of the other components.

In view of the above statement, evaluate the interrelationships within the
micro environment.

5.2 The interrelationship between
micro (internal business) and market
environment

The features of the market environment have an in uence on the business.

Below are examples of the interrelationship that exist between the business and
components of the market environment.

The businesses and consumers

Consumers depend on businesses for their goods and
services to satisfy their needs and wants and businesses
also depend on consumers for their income when they
buy from them.

Without consumers a business cannot survive,
businesses need to ensure that they produce goods of
consistently high quality to maintain or increase their
customer base.

The public relations department must ensure that the
business always maintains a positive image so that its
customers remain loyal.

The marketing department must constantly conduct
market research to identify the needs of their target
market so that they are able to always satisfy the
changing needs of their consumers.

The business and suppliers

Businesses depend on suppliers for their raw materials
and other inputs. Without raw materials from suppliers
a business cannot produce its goods or services.

TERM 2 | TOPIC 5 | The interrelationship of the micro, market and macro environments m
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TA) New words

customer base the group of
customers a business has in
the market

market research the action
or activity of gathering
information about customers
needs and preferences

raw materials materials that
have not been processed

goods things that are
produced, bought or sold, then
nally consumed

services work done by
businesses, which is not
tangible




TA) e words ——

supply shortage a situation
whereby businesses nd it
dif cult to identify suppliers
who offer raw material in the
right quality, right quantities
and in the right place

long-term contracts a long-
term agreement that has
been signed

bulk buying in large
quantities

TA) New words

intermediaries businesses
that distribute and sell

the goods or services of
other businesses. They buy
from producers and sell to
consumers or customers

reliable something that can
be trusted or that you can
depend on; or something that
is consistently good in quality
or performance

ef cient achieving maximum
productivity with minimum
wasted effort or expense

accessibility easily reached

TA) New words

alliance two or more
businesses that work together
in a joint venture

BUSINESS STUDIES | GRADE 10
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Businesses need to identify reliable suppliers so that they can be assured of
constant supplies. Reliable suppliers are those suppliers that offer raw materials
of the right quality, the right quantity, the right prices and deliver them at the
right time.

Supply shortage is one of the challenges in the
market environment. Businesses need to honor
their commitments to their suppliers by paying
for their supplies on time, so that they maintain
a good relationship with their suppliers.

Businesses can also maintain a good
relationship with their suppliers by signing
long-term contracts for their raw materials at

xed prices or buy in bulk to get discount on
their raw materials.

The business and intermediaries

Intermediaries distribute and sell the goods
or services of a business: they are the link
between the business and the consumers.
Businesses need to maintain a good
relationship with their intermediaries

so that they could check their activities.
Intermediaries need to be reliable

and ef cient, as their activities affect the
quality and price of the goods

and services.

Intermediaries are also the customers of the business and so businesses need
to always treat them with care. Examples of intermediaries are wholesales,
retailers, agents, transport services and brokers.

Agents are individuals or businesses that distribute and sell the goods or
services of another business for a commission.

Some agents depend on other agents to perform their functions. For
example, a delivery agent may look for another agent in a particular
destination where accessibility is restricted to assist its company to deliver its
goods in that destination so that its services will not be limited.

Some agents may network to share ideas and information to deliver ef cient
services to their customers.

The business and competitors

Competitors refer to businesses that sell more or less the same goods or services.
Increased competition will lead to lower prices of goods and services hence, lower
pro ts for the businesses.

Some businesses may form alliances to control the prices of goods and

services. Businesses in an alliance sometimes share information or join

their resources to undertake projects or programmes that will bene tall

their members.
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Unit 5.2 The interrelationship between micro (internal business) and market environments

Businesses will normally study the activities of
their competitors before determining their
pricing strategies. For example, if a one cell phone
company offers promotional sales in the market,
the other cell phone companies in the market will
also try to react by offering something similar or
else they might risk losing their consumers.
The business needs to study the activities of its
competitors and be able to
devise strategies to provide goods or services that
are better than those offered by their competitors.
Increased competition will lead to lower prices of
goods and services. Businesses that offer the best
quality and sell at the right prices will attract and
maintain loyal customers.
Businesses must be up to date with the current
trends and the latest technology to remain competitive in the market. pricing strategies methods
businesses use to price their
products or services

Reasons why competition poses a challenge
to businesses

Competition as one of the components of the market environment poses a e Did you know

challenge to businesses because it is not within the control of the business. _
Consumers will buy from the business where they get the most value for Businesses do not only compete
money and they could choose the competitor. for custorpershbut ;he); also
Business could nd that they are unable to make suf cient pro t when the compete c_)rt & other factors
demand is not high enough of production, such as, land,

. . : . L . ) . labour and entrepreneurship.
Businesses could nd it hard to differentiate itself from its competitors to gain
a competitive advantage.
New entrants with better products can also enter the market and divide the
market even more thus decreasing the businesses market share.

o i The interrelationship between micro (internal
XA OTINA R 1) siness) and market environments

1.1 Identify the interrelationship between TEBO Ltd and the market environment in
each statement below:
1.1.1 They use the services of Malo Distributors to supply products to
the customers.
1.1.2 Their customers buy products from Zane LTD who recently opened a new
business next to Malo LTD.
1.1.3 TEBO Ltd makes use of individuals to sell their goods for a commission.

1.1.4 TEBO Ltd purchases raw materials in bulk from Birchwood Ltd. (8)
1.2 Explain reasons why competition poses a challenge to businesses. (10)
1.3 Discuss the interrrelationship between businesses and its consumers. (4)
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INTEREST <«
RATES

MACRO ENVIRONMENT
increase in interest rate

‘ BS GRADE 10 LB.indb 72

5.3 Relationship between micro, market
and macro environments

Changes in the macro environment may affect the micro environment which

may then affect the market environment.

For example; an increase in the interest rate may lead to an increase in the
production cost, hence increase in the prices of goods/services, which will in
turn decease consumer spending.

Businesses (the micro environment) are in constant interaction with
components of the market and macro environment.

Businesses are challenged by changes in the market and macro environment
which cannot be controlled by the business.

Changes in the market environment may affect the micro environment.
E.g., new competitors entering the market might force businesses to
decrease their prices.

Businesses must adapt to challenges from the macro-environment by
formulating strategies to cope with these challenges.

The diagram below illustrates the relationship between the three business
environments.

A change in the macro environment may cause a change in the micro
environment which may in turn, create a change in the market environment e.g.
an increase in the rate of interest may lead to an increase in the production cost
which may reduce consumer spending.

MICRO ENVIRONMENT
increase in production cost

MARKET ENVIRONMENT
decrease in customers
demand for the product
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Unit 5.3 Relationship between micro, market and macro environments

Mind map: Topic 5 The interrelationship of the micro, market @

and macro environments Scan this code for a summary
Use the mind map as a guide to consolidate the content covered in this topic. overview of the content covered
in this topic relating to the

Be sure to study the content relevant to each heading. . i )
speci ¢ Key Learning Points

MACRO ENVIRONMENT

a Physical/Natural
ARKET ENVIRONMENT e ment
Q Economic
o Consumers/customers environment
MICRO ENVIRONMENT @ suppliers © social, cultural
and demographic y
o Vision, mission statement, goals e i environment
and objectives Intermediaries ° R Mrological https:/fwwwyoutube.com/
rganisational culture environment S :
O competitors | playlist2list=PLY8n0zQCEkpoS-
rgnanisational resources ] - JuohXHcDHDsxpXbniaM6
e Legal and political
Management and resources e Other organisations/ . environment
e Business organisational structure civil society
6 Eight business e Irwltirnlatlor?all "
function global environmen
0 Institutional
environment
Consolidation Business environments
QUESTION 1
1.1 List any FOUR components of the micro environment. (4)

1.2 Identify the components of the market environment represented in each of the following statements.
1.2.1 People or other businesses who buy the products and services of a business to satisfy their needs.
1.2.2  People or businesses that play a major role in getting goods from where they are produced to

consumers all over the country.

1.2.3  Asupermarket discovers that another grocery store has opened at a nearby location. (6)
QUESTION 2 _ O
2.1 Read the scenario below and answer the questions that follow. Tip

When quoting from a scenario
Zipho owns a large industrial window cleaning company. He buys his please r_nalfe sure to start from
machines in the USA and will only be able to buy one machine as the the beginning of the sentence
South African currency has depreciated dramatically. until the end of that sentence.
Do not add or change

2.1.1  Identify the economic factor of the macro environment that may have anything to your quote.

adirectin uence on Zipho s business. Motivate your answer by quoting

from the scenario. (3)

2.1.2  Outline any other TWO components of the macro environment. (8)

2.2 Explain THREE reasons why competition may pose a challenge to businesses. (6)
2.3 Brie y explain the interrelationship between the micro (internal), market and macro environment. (10)
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TOPIC OVERVIEW

> Unit6.1 Primary, secondary and tertiary sectors
> Unit6.2 The differences between formal and informal sectors
> Unit6.3 The differences between public and private sectors

D Learning objectives

At the end of this topic, learners should be able to:

de ne/explain the meaning of the primary, secondary and
tertiary sectors

give examples of each sector

explain/describe/discuss the relationship between these sectors
make a collage showing the relationship between the primary,
secondary and tertiary sectors

de ne/elaborate on the meaning of the formal and informal
sectors. Give practical examples of each

conduct research on the importance of the formal and
informal sector

explain/differentiate/distinguish between the formal and
informal sectors

de ne/elaborate on the meaning of the public and private sector
explain the main purpose of the public and private sector
explain/differentiate/distinguish between the public and
private sectors.

fag) ey conceps

Primary sector: deals with the extraction of raw materials and natural

resources.
0 New words Secondary sector: involves the process of transforming raw materials into

registered businesses in nished or un nished products.

South Africa. businesses must Tertiary sector: refers to industries that offer services to other businesses
register with the South and consumers.

Africa Revenue Service (SARS) Formal sector: businesses in the formal sector are registered businesses
for purposes of tax who pay taxes to the government.

BUSINESS STUDIES | GRADE 10
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@ Key concepts

Informal sector: businesses in the informal sector refer to businesses that
are not registered and do not pay tax on the pro ts of the business.
Private sector: consists of businesses owned, managed and controlled by
individuals and organisations seeking to generate pro t.

Public sector: is the part of the economy, where goods and services are
provided by the government or local authorities carrying out the
task instead.

Introduction

In Grade 9 Economic and Management Sciences (EMS) you learned about the
Sectors of the Economy in Entrepreneurship. We will continue learning about
these sectors but focus on:

the meaning and relationship between the three business sectors

the meaning and importance of the formal and informal sectors

the meaning and purpose of the public and private sector.

In Grade 11 we will link the three sectors and in Grade 12 we will focus on
identifying the business sectors and the classi cation of the challenges according
to the three business environments.

6.1 Primary, secondary and tertiary
sectors

The meaning of the primary, secondary and
tertiary sectors

Business sectors consist of businesses that are grouped together and classi ed
into primary, secondary or tertiary sectors. How the business is classi ed depends
on the nature of its product or service.

The purpose of the classi cation is to determine the contribution of each sector
and industry to the South African economy. Businesses play a huge role in making
a meaningful contribution within the different sectors.

The terms sector and industry are often used interchangeably. However, an industry
refers to a speci ¢ group of businesses that produce a particular kind of good or service in
a particular eld. For example, the tourism industry includes travel services, hotels, shared
accommodation, tourist attractions, recreation and entertainment, and conferences.

TA) newwords ——

industry refersto aspeci ¢
group of businesses that
produce a particular kind

of good or service in a
particular eld

TERM 1 | TOPIC 6 | Business sectors
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TERM 2

The sectors can be classi ed as follows:

SECTOR

b
&

Secondary

BUSINESS STUDIBRADE 10
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BUSINESS SECTORS

MEANING EXAMPLES

Businesses extract/
collect/cultivate raw A
materials and natural + Fishing

resources such as  Forestry
livestock,sh, timber, « Mining

coal and gold.

 Agriculture

Businesses transform raw
materials from primary sector

into nished or semi- nished
products that is, taking the
raw materials from the prima [ A
sector and converting them int
new products.

» Construction

« The secondary sector is often + Factories
referred to as manufacturing * Manufacturing
industries because valuable « Electricity

products are created/
manufactured/ produced so
that these products can serve
a meaningful function/purpos
to customers/consumers.

The secondary sector plays a
important/critical role becaus \ J
not all resources in their

natural state are functional/

useful and require further

processing.
4 N
Businesses that offer - Financing
services to other N
businesses and * Hospitality
consumers. They exist t  Retailers and
facilitate the transport, wholesalers
distribution and sf':lle of - Storage
goods produced in the . Tourism
secondary sector. This ]
sector is also known as + Transportation
the service industry.
\ J

The secondary sector is often referred to as manufacturing industries because
valuable products are created/manufactured/ produced so that these products

can serve a meaningful function/purpose to customers/consumers.

The secondary sector plays an important/critical role because not all resources
in their natural state are functional/useful and require further processing.
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The relationship between the primary, secondary and
tertiary sectors

The sectors work together to create an economic chain of production.

The primary sector gathers the raw materials, the secondary sector transforms
the raw materials into useful goods. The tertiary sector

sells the goods or services and supports the activities

of the primary and secondary sectors.

Let us have a look at how a product such aBREAD
reaches the table of a consumer.

Secondary sector Tertiary sector

9 Did you know

The contribution of the

top sectors to the GDP on

3 September 2020 were:
Primary sector: Mining 14,49
Secondary sector: Electricity
3,2%

estate & business services 4

[Source: https://www.
southafricanmi.com/south-
africas-gdp.html]

Wheat needed for bread is grown Sasko Bakery processes the wheat
on a farm, the farm sells the wheat into our at the our mill

grains to a bread company, for the ouris used to produce bread
example Sasko Bakery the bread is packaged and sold to

retailers, for example, Shoprite
Checkers and Pick 'n Pay

The nal product, bread, is
transported to retailers
retailers sell the bread to
consumers

Tertiary sector: Finance, Real

o

1%

However, the relationship between the three sectors is not a linear one.

The primary sector also depends on the secondary sector for manufactured goods |

such as machinery and equipment.

Mining Mining drill machinery
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Sasko Bakery also sells ou
as a nal product to retailers
that consumers can buy to
their own bread.

ke
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TERM 2

The primary and secondary sector also depends on the tertiary sector to provide
services such as insurance and transport.

PRIMARY SECTOR

Transport
-

TERTIARY SECTOR

SECONDARY SECTOR

Insurance
-

6 e o | Activity 6.1 Business sectors

Tip 1.1 State the THREE business sectors. 3)
Only the rst TWO answers 1.2 Explain the relationship between the three business sectors. (6)
will be marked if more than
the stated number of facts
are given.

Tip 0

When required to quote from
the scenario, rewrite the
applicable sentence in full,
directly from the scenario. The formal sector is mainly characterised by small, micro, medium and large
businesses with speci ¢ working hours and monthly salaries or weekly wages.
These businesses have a speci ¢ aim of making a pro t. Examples of businesses in

e Did you know the formal sector include mines, farms, manufacturers, construction, retailers, and

The of cial unem al insurance companies.

ployment rate
in South Africa ranks as one The informal sector consists of small businesses with long working hours and
of the highest in the world. Ir irregular income. These small businesses are mostly started by the unemployed
the fourth quarter in 2020, the  people who need to earn an income to buy necessities or pay for things such as
unemployment rate increased  water and electricity. Examples of businesses in the informal sector include food
to 32,5%. and ea markets, street vendors, and spaza shops.
[Source: https://www.enca.
com/business/unemploymeint-
rate-rises-325-percent]

6.2 The differences between the formal
and informal sectors

Businesses operating in South Africa are divided into the formal and
informal sector.

With increasing unemployment in South Africa, the informal sector is growing
bigger since many people are using their entrepreneurial skills to generate some
form of income to survive.

BUSINESS STUDIERADE 10
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Meaning and differences of the formal and
informal sectors and examples of each

Meaning of formal sector

Businesses in the formal sector are registered and pay taxes. These businesses are| than R1 million in a 12-month

required to register with the Companies and Intellectual Property Commission

(CIPC). Businesses have to register with the South African Revenue Services (SARS}his amount.

and be liable to pay tax on turnover and pro ts atprescribed threshold

Meaning of informal sector

Businesses in the informal sector are not registered with CIPC and do not pay tax exceeded R50 000.

on pro ts to SARS.

The informal sector refers to those workers who areelf-employed Owners of

businesses in the informal sector take responsibility for the success and failure of

their businesses.

Differences between formal and informal sectors
FORMAL SECTOR | INFORMAL SECTOR

to SARS on turnover and pro t made. | pay tax on the pro ts of the business.

Formal sector activities are monitored |by¥hese businesses are not monitored b
the government. government.

These businesses are controlled by the Government laws and regulations

municipal regulations.

All contributions of these businesses ardt is dif cult to calculate its contribution

and services produced in a country. | produced in a country.

Employees are protected by legislation Employees are not protected by any
such as Basic Conditions of Employmemggislation and can easily be exploited
Act, No. 75 of 1997 (BCEA), Compensation

for Occupational Injuries and Diseases Act,

No. 130 of 1993 (COIDA), Unemployment

Insurance Fund (UIF), and so on.

TER
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laws and regulations of the governmentpertaining to businesses do not apply to
the informal sector , but must adhere tp

9 Did you know

You must register your business
if the total value of taxable
goods or services is more

period, or is expected to exceed

A business may also register
voluntarily if the income earned
in the past 12-month period

prescribed thresholdrefers
to predetermined amount

self-employed refers to
people working for themselves

Businesses in the formal sector are Businesses in the informal sector are not
registered with CIPC. Businesses pay teegistered with CIPC. Businesses do npot

y the

recorded in the total value of the goods the total value of the goods and services

M 1] TOPIC 6| Business sectors
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TERM 2
TIP 0 FORMAL SECTOR | INFORMAL SECTOR
Remember that the Income is regular weekly/monthly Income earned is irregular and
differences between the earnings. inconsistent.
formaliandiinferimalisectors Employees work speci ¢ working hours. Employees work long hours.

need to be clearly stated.
Consists of small, micro, medium and | Consists of small-scale home-based

large businesses. operations.

Examples include companies such as| Examples include spaza shops, street
mining, manufacturing, retail and bankingendors, hairdressers, gardening services,
car wash services and other home-based

activities.

The importance of the formal and informal sector

Q The importance of the formal sector

gross domestic product e Business activities are included in th@ DP gures of the country.

(GDP)a measurement that » Companies pay taxes on their pro ts.
captures a country’s econonpiic  * People who are employed at companies pay personal income tax.
output « Provides employment to highly skilled, semi-skilled and unskilled labourers.

e People working in the formal sector gain the necessary skills to start their
own businesses.
e Provides a large variety of goods and services to satisfy consumers.

@ The importance of the informal sector

¢ Encourages entrepreneurship and self-employment.

e Provides employment opportunities for communities and contributes to
poverty alleviation.

* People working in the informal sector gain work experience, which enables
them to apply for jobs in the formal sector.

* People start informal businesses to supplement their income earned in the
formal sector.

e Itis easy to enter this sector and serves the needs of individuals.

Interesting information on
South Africa’s Formal Busingss
Sector:

https://www.southafricanmi
com/south-africas-formal-
business-sector.html
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The following article describes why the informal sector is important to growing

the economy in South Africa. .

@ CASE STUDY

Creating jobs, reducing poverty: Why the informal
sector should be taken seriously and enabled properly

e informal sector is a signi cant
component of the economy that provides
employment, livelihoods and income for
millions of workers and business owners.
Across the country the informal sector
in South Africa is a signi cant source of
employment.

e informal sector mostly comprises
very small enterprises (frequently fewer
than ve individuals) that o en are based
in neighbourhoods and generates quite low
earnings for enterprises and individuals.

Approximately 2,3 million people worked
in the non-agricultural informal sector in

2013. In 2018 it reached 2,9 million people.
At about 17% of total employment, one in
every six South Africans who work, work
in the informal sector. In the National
Development Plan (NDP) the sector
(together with domestic work) is projected
to generate almost two million new jobs
by 2030.

Almost 80% of the approximately
1,4 million informal enterprises are one-
person rms. Yet 1,1 million people — about
half of the people working in the sector
—work in enterprises that have employees
(that is, they are multi-person rms).

Most of these employing enterprises are in
construction, retail trade, and services, but
also in manufacturing and communication.

e proportion of employing rms has

been growing steadily since 2000, as has the
propensity to employ. In 2013 the employing
rms provided about 850 000 paid jobs for
owner-operators and employees. What is
striking is that the number of paid jobs in the
informal sector (850 000) is almost double the
direct employment in the formal mining sector
(approximately 450 000 in 2013).

Working in and running enterprises in
the informal sector is anything but easy.
Working hours are long, working conditions
are o en di cult. Earning and returns are
very low for all but a few.

Given the high levels of unemployment
and poverty — and the NDP objective of
almost 2 million more jobs in the informal
sector — the policy goal, at least in the short
to medium term, should not be to shrink or
eliminate the informal sector, but to grow
and strengthen it — to create a larger, more
dynamic informal sector with more viable,
self-reliant enterprises and addition, better-
quality employment.

[Source: Adapted from https://www.polity.org.za/article/creating-jobs-reducing-poverty-i-why-the-informal-sector-should-be-taken-

properly-2018-07-26]

1 Quote the importance of the informal sector from the case study above.
2 ldentify THREE types of industries that provides employment in the informal sector.
3 Compare the employment in the informal sector and the formal sector.
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