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TERM 1

CONTENT DETAILS FOR TEACHING, LEARNING AND ASSESSMENT
Learners must be able to;

utline /Describe/ Explain/Discuss the purpose of all EIGH] o
iscuss/Explain/Evaluate the impact (posilives/advantages a disadva ) of the
Acts on businesses. d i nﬁ
Outline/Explain/Discuss actions regarded as noncompliance b va A =
butlinefExplaIn«‘Discuss penalties/consequences of non-compliance to the various Acts.
_SuggesURecornmend ways in which businesses can comply with the Acls.

Duuine! Explain/Discuss the role/functions of SETAs in supporting the Skills Development Act
SDA),1998 (Act 97 of 1998).

prlain how SETAs are funded,

Define/Elaborate on the meaning of leamerships.

Explain the National Skills Development Strategy and the Human Resource Development Strategy
(i.e., Sector Education and Training Authorities).

ALSO focus on the following regarding the Broad- Based Black Economic Empowerment Act, 2003

( icl 53 of 2003) (BBBEE):

fpisﬁnguisNDiﬂerenliale between Black Economic Empowerment (BEE) and the BBBEE Act.
IIEprainfDiscuss the implications of the following revised FIVE pillars of BBBEE on businesses.

o Management control
|

o Ownership
| & Enterprise and supplier development (ESD)
o Skills development
| o Socio-economic development/Social responsibility
) Name/ldentify BBBEE pillars from scenarios/case studies

Name/Identify BBBEE pillars from scenarios/case studies.

!’ﬁemmrnend!Suggesl ways in which businesses could apply the revised FIVE pillars of BBBEE in the

workplace.

ALSO foii:us on the following regarding the BCEA, LRA, NCA & CPA:

Qutiine/Explain/Describe/Discuss the provisions of the BCEA
ﬁ;)u{NneiExpla'rn.fDesmbe.’Discuss the rights of employers and employees in terms of the LRA
Qutline/Explain/Describe/iscuss the rights of consumers in terms of the NCA & CPA
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TERMS AND DEFINITIONS

REVISED DBE NOTES 2025

TERM

- |DEFINITION

Skills Development Ac/SDA

The main aim of this Act is to improve the kil levels of people who are
already employed in the business.

Skills Development Lewy/SDL

It was introduced to ensure that businesses contribute to the
development of skills of employees.

PDI's

Previously Disadvantaged Individuals or designated group.

SETAs

SETAs were established in order to implement and monitor the
implementation of the Skills Development Act.

Labour Relations Act/LRA

This Act was introduced to promote simple procedures for the resolution of
labour disputes in the workplace

Collective bargaining

Negotiations between employers' association and trade unions on
matters such as wages/conditions of employment.

Collective agreement

Agreement between the employer organisations and trade unions.

Dispute

A disagreement between the employer and the employee

Bargain councils

Itis formed by registered trade unions and employer organisations in order to
prevent/resolve labour disputes.

Employment Equity ActEEA

The main aim of this Act is to ensure that equal job opportunities are given
to all people regardless of race/culture/language/age/religion/disability etc.

Affirmative Action

It was designed to ensure that suitable and qualified previously
disadvantaged individuals are given equal job opportunities.

Affirmative acfion forms part of the Employment Equity Act.

Basic Conditions of
Employment ActBCEA

This Act sels the minimum standard for employment in order to promote
fair labour practice.

Compensation for Occupational
Injuries and Diseases Act/COIDA

The Act gives employees who are injured or conlract diseases while on duty
the right to claim compensation.

Broad-Based Black Economic
Empowerment Act/BBBEE

The Act was introduced in order to ensure full economic participation of
previously disadvantaged individuals.

National Credit Act

This Act was introduced fo protect consumers against unfair and reckless
credit granting by businesses.

Credit providers

All businesses that offer goods and services on credit

Page | 9
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Nalional credit Regulator’NCR The NCR is responsible for the regufation of the South African credit
indusiry. This means that all businesses that offer good and services on
credit must be registered with the NCR.

Debi review/Debt counseliing This is a debt solution targeted at South African consumers who are over
indebted and struggling te manage their finances.
Consumer Protection Act The main aim of this Aclis to promole/prolect the economic interesls

of consumers by providing them information so 1hal they make
informed choices.

Compliance Acling according 1o a set of rules
Penalties Punishment for deing semathing thal is against a law.
Discriminalory actions Treaiing a person/pecple differently, from ihe way in which you treat other

people in the workplace.

The impact of recent legisiation, developed in response to demands for
redress and eguity, on small and large business operations as well as
the role of the government in the implementation of these Acts

INTRODUCTION

The different legislafion that we will leam about were promulgatedfestablished posl-1984. The primary purpose
of the different legislation is to address the muitiple injustices and discriminatory laws of apartheid. These
legislations will ensure actions of equality and faimess for all South Africans and has been developed in
response to the demands for redress and equity in South Africa. Through the effective implementation of the
various requirements slipulated in the legislation, the lives of previously disadvanlaged people may significantly
improve,

The Employment Equity Act {EEA) (No. 55 of 1998)

Introduction

The EEA creates an enabiing framework of accepiable employment practices and was prirmarily
promulgalediestablished to promole affimative action. It allows for improved and greater transformation
pracesses in the workplace. Through the EEA, people are treated equally, regardless of race, culture, age,
language, gender, sexual orientation, disability and religion. The EEA also compels businesses to compile
employment equity plans,

Purpose of the EEA

= The EEA allows employees who do the same work to be paid equally.
Eliminates discrimination on grounds of genderfrage/disability in the workplace.
Promoles equal oppartunily and fair freatment in lhe workplace.
Promoles diversity in the workplace by ensuring thal people of diverse backgrounds are appointed.
Protects employees from victimisation if they exercise the rights given to them by the EEA,
Ensures equal representation in the workplace through the implementation of affirmative action.

Page | 11
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Impact of the EEA on business
PositivesiAdvantages
»  Encourages consuliation between employer and employees.
« Impacts positively on BEE ratings for businesses.
«  Appointment process is cleary defined, so all parfies are weil informed.
+  Motivates employees because the workforos is more diverseirepresentativefindusive
= Motivales employees because everyone has the same employment opportunities.
+  Promotes the implementation of affimative aclion measures lo redress the imbalances in
employment.
#  Provides employees with legal recourse if they believe they have been unfairly discriminated againsl.
o Provides alf employees wilh an equal opportunily te be selectedfappointed! promoted in a position.
«  Prevents unfair discriminafion as it ensuras Lhat the workforce represents the demographics of the
country.
» Creales a framework of acceptable employment praclicesfaffirmative action measures.
«  Encourages diversily in business by employing people fram various racial backgrounds.
» Businesses are in a betler position to negetiate contracts with the govemment/impacts positively of
BEE ratings of businesses
o Cerified psychomelric tests may be used to assess applicantsiemployees to ensure that suitable.

Negatives/Disadvantages
»  Expensive to irainfemploy someone who knows liltie about the Act,

Fines/Penallies for non-compliant businesses may be expensive for the business.

Diversity in the workplace may lead to confliciunhappingss.

QOften positions go unfiled because there are no suitable EE candidates.

Skilled people from designated groups may demand higher salaries which increase salary expenses.

Job hopping of skilledtrained EE appointees may increase slaif tumover.

Increased adminisiralion burden, as businesses must compile/submit employment equity repods

every two years,

»  Employers have ke appoint one or more senior managers ko ensure the implementation of the plan, which
increases salary expenditure

= Businesses must submit a compliance certificate before they can condugl business with slale
businesses

»  Businesses are somelimes pressurised 1o appoint an unsuitable EE persan to meet EE requirements.

»  Dther groups may not respect the knowledge/skillsiexperience of an EEA appointmenl and il may
lead to conflict.

Page | 12
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Penaltiais for non-compliance with the EEA

U I

businesses may face heavy fines for non-compliance.
They can be ordered fo pay compensation and da
Labour inspectors may investigate/inspect/ask ques
Labour inspectors may conduct onsite visits, to intervie
he business. -
compliance order may be issued to businesses that do n
Businesses may be taken for a ruling in the Labour Court if ¢
gfforts made to reach targets.
ﬁ'he Department of Labour may block non-compliant compani
government. ‘
Businesses may be ordered to pay compensation and dam
The Labour inspector could order businesses to stop operating she
!Ilegal practices.
|

Actions regarded as non-compliance by the EEA

Not employing a young woman because she would want to have children in future.

Refusing to employ a person because he/she has strong religious beliefsihas a disability

Doing HIV testing unless justified by the Labour Cour.

benying people access lo the workforce based on gender/race/culture/etc, and treating them unfairly.

Ways in which businesses can comply with the EEA

Businesses must guard against discriminatory appointments.

f’rornote equal opportunities and fair freatment

ﬁrnplemenl an employment equity plan.

implement affirmative action measures to redress disadvantages experienced by designated groups.
Reasonable accommodation of people from designated groups

Ensure that there is equal representation of all racial groups in every level of employment.
Compile employment equity plans that indicate how they will implement affirmative action.
:Ensure that affirmative action measures promote diversity in the workplace.

li”repare an employment equity plan in consultation with employees.

Ensure that diversityfinclusivity in the workplace is achieved.

Submit the employment equity plan to the Department of Labour

Retain designated groups, including skills development of such groups.

rsess the racial composition of all employees, including senior management.

learly define the appointment process, so that all parties are well informed.

Assign one or more senior managers to ensure implementation and monitoring of the employment
2quity plan.

Eliminate barriers that have an adverse impact on designated groups.

Retain/Develop/Train designated groups, including skills development.

RRegularly report to the Department of Labour on progress in implementing the plan.

Display a summary of the Act where employees can clearly see/have access to the document.
F?eshudureiAnalyse current employment policies/practices/pracedures to accommodate designated
groups.

|
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» Employees must be paid equal for work of equal value.
«  Conduct medical/psychological tests fairly to employees/when deemed necessary/ Use certified
psychomeltric tests to assess applicantslemployees to ensure that suitable candidates are appointed

The Basic Conditions of Employment Act (BCEA) (No. 75 of 1997)

Introduction

This is the core of labour law in the country; it governs working conditions and relationships and cannot be
overruled even by other agreements. The BCEA applies to businesses of all sizes and types; it governs all
workers and employers except for thase serving in the National Defence Force, National Intelligence Agency,
and South African Secret Service, as well as unpaid volunteers warking for charities. he BCEA prevents
employers from exploiting their employees, as well as employees from taking advantage of employers.
Employers/Employees cannot ignore the conditions of employment contained in the Act. Employment contracls

must reflect and honour its provisions.

Purpose of the BCEA
= Provides clear terms and conditions of employment for employers and employees.
Set minimum requirements/standards for the employment confract.
Advance economic development and social justice
Regulates the right to fair labour practices as set out in the Constitution.
Regulates the variations of basic conditions of employment.
Adheres to the rules and regulations set out by the Intemational Labour Organisation

Impact of the BCEA
Positives/Advantages
= Creates a framework of acceplable employment practices e.g., work hours, leave, etc.
Promotes fair freatment of employees in business.
Encourages consultation between employers and employees.
Outlines minimum requirements that form the basis of employment contracts.
Work hours are specified so that the employer cannot exploit employees.
The rules and regulations are very specific, which clearly guides the employer on
how to deal with employment issues.
= Employees are permitted to consult labour unions in cases where the BCEA conditions are violated.
(Relationship with LRA)
= Employees may submit complaints {o labour inspectors who can address it,

Negative/Disadvantages
e Developing/Drafiing a formalflegal employment contract may be fime-consuming/costly.
= Businesses may regard employment contracts negative and may not implement it, which resull in non-
compliance/penalties.
Noemployer may force an employee to work more than 45 hours in a week. This may result in reduced
productivity.
= Hiring cheap labour is no longer possible, so businesses cannot exploit workers.
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«  BCEA forces businesses to comply with many legal requirements, which may increase labour costs.

»  Businesses not complying with the Acl, may be charged with high penalfies, which may affect their
cash flow negatively.

«  Businesses may consider the provisions of the BCEA as unimpariani and an unnecessary
administralive burden that increase operating costs.

Actions regarded as non-compliance by the BCEA
e Forhidding workers to discuss wages/salaries with co-workers,
«  Preventing workers from having access to employment contracts.
»  Refusing to accept a valid medical certificate of a sick worker.
«  Refusing to grant some workers family responsibility leave (o support @ sick family member.

Penalties businesses may face for not complying with the BCEA

«  Labour inspectors may serve a compliance order by writing to the Department of Labour.

s Labour inspeclors may investigatefinspectfask questions about complaints and remave records as
evidence.

Businesses may be taken to the labour court for a nuling.

Businesses that are found guilty of non-compliance may face heavy fines/ penalties.

They can be ordered to pay compensation and damages to the employee.

The Direclor General may agreefchangefcancel the compliance order.

Ways in which businesses can comply with the BCEA
Waorkers should only work 9 hours per day in a 5 day work week./8 hours per day in a 6 day work
week /Overtime should not exceed 10 hours per week.

s Workers can take up to six weeks paid sick leave during a 36-month cycle.
s Workers must receive double if they wark during public holidays/Sunday.
«  They musl have a break of 60 minules after five hours of work
= Businessas should not employ children under the age of 16.
Provisions of the BCEA

Regulation of working time: Ordinary hours of worki Overme/Meal Intervals/Sunday workiPublic
helidays
% Ordinary hours of work
- Waorkers may not work for more than 45 haurs in any week.
- Workers may work nine hours a day if they work five days or less per weekfeighl hours a
day if they work more than five days a week.
- Night work performed after 18:00 and before 6:00 the next day by agreement, must e
compensaled by alowancefreduciion of work hours.
- Ordinary work hours may be exlended by agreement by 8 maximum of 15 minutes per
dayimaximum of sixty minutes per week fo complete duties when serving the public.
- Ordinary work hours may be reduced to a maximum of 40 hours per week/8 hours per day.

< Qvertime
- Workers must agree to work overtime.
- Workers cannol work more than three hours overtime per day/10 hours per week.
- Overtime must be compensated as follows:

Page | 15
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- One and half times the normal rate of pay for overlime worked on weekdays and Saturdays.

- Double the normal rate of pay for overtime worked on Sundays and public holidays.

- Qvertime musi be paid either at specified rate for overtime or an employee may agree to
receive paid time off.

- Minister of Labour may prescribe the maximum permitted working hours, including overtime, for
health and safety reasons for a cerlain category of work.

< Meal breaks and rest periods

- Workers must have a meal break of 60 minute afler five continuous hours of work.

- This can be reduced to 30 minutes by written agreemenl, when working less than 6 hours per
day.

- Aworker must have a daily rest paniod of 12 continuous hours/a weekly rest period of 36
conlinuous hours which must include Sundays.

< Puhlic holidays
- Workers must be paid for any public holidays that fall an a working day.
- Work on public holidays is by agreement and paid at double the rate

Leave: This includes all types of leave
Types of lsave
<+ Annual leave
- Workers are entitied 1o 21 conseculive days annual leave per year or one day for every 17
days worked, one haur for every 17 hours worked.
- Anemployer can only pay a worker in lieu/instead of granting leave if hal worker leaves
the jobf {erminates the employment contract,
- Anpual leave must be granted within six (6) months after the leave cycle ended.

't

o

!

Sick leave

- Employees are entitled to thirty (30) days/six (6) weeks paid sick leave in a three (3) yearfthirty-
six (36) months cycle.

- One (1) day paid sick leave for every twenty-six (26} days worked during the first six () months
of employment.

- Amedical cerfificate may be required before paying an employee who is absent for more than
two {2) consecutive daysiwho is frequently absent.

- Thereafter, they may take all Ihity (30} days sick leave, provided they meet the legal

requiremnents.

!

% Maternity leave/Adoptive leave

- Aqpregnanl employee is enlitied to four consecutive months’ leave.

- Apregnant employee may not be allowed to perform work that is hazardous to her unborm
child.

- The starting date is usually any time from four weeks before the expected date of birth or on

atvice of a doclorfmidwife.

“+ Family responsibility

- Three to five (3 to 5) days paid leave per year on requesl in the evenl of the death of the
employee's spouseflife partnerfparent/ adoptive parenlf grandparent/childfadoplive
child/grandchild/sibling.

- An employer may require reasonable proof, before granting this leave.
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- Male employees are entitled to a maximum of three/five day's patemity leave when his child is
bom. '

** Parental/Paternity leave

- Anemployee who is a parent is entitled to ten (10)
birth of his/her child irespective of gender.

- Parental leave is unpaid, but the employee/paren!
Insurance Fund/UIF.

- The employer must be informed/notified at least o
birth.

= Adoption leave is applicable to the adoption of a chil s,

= One parent of the adopted child is entitled to ten (10)) i f the child
while the other parent is entitled to ten (10) cons -

= Commissioning parental leave is only applicable to surrog otherhood parent is
entiled to ten (10) weeks commissioning parental leave to take of the child, while the other
parent is entitied to ten (10) consecutive day's normal parental leave.

Particulars of employment and remuneration
= Employees must be paid on regular basis.
= Remuneration must be in line with number of working hours including overime.

Termination of employment
= Aconlract of employment may only be terminated following one week's notice, if the warker has been
employed for six months or less.
= Aminimum of four weeks' notice must be given, if the worker has been employed for a year or longer.
. iThe employee must be given notice in writing.
= An employee who is retrenched/ dismissed for restructuring reasons is entitled to one
week's severance pay for every year of service.

Prohibition of employment of children and forced labour
« ltis illegal to employ a child younger than 15 years of age.
# |tis also illegal to force someone to work.
=  Businesses may employ children over the age of 15 years, if employment is not hammful to their
health/well-being/education/moral and social development/ minors under 18 years of age may not do
tdangerous work/work meant for an adult.

The Labour Relations Act (LRA) (No. 66 of 1995)

Intmdu!l:tiun

The Labpur Relations Act regulates the relationship between employees and their trade unions/employers and their
organisation. The Act involves three parties namely the employer, the employee and the govemment. LRA deals
with labour issues such as hiring/disciplining/ fiing employees/ trade union negotiations/ issues pertaining to strike
actions. The Act may include amendmentsirepeal laws related to labour relations to promote sound labour relations.
The Act promotes employment equity and democracy in the workplace through prevention of unfair labour practices.
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Purpose of the Labour Relations
=  Promotes collective bargaining at the workplace.
Establishes Labour Courts and Labour Appeal Couris.
Promotes fair labour practice between the employers and employees.
Promotes workplace forums to accommodate employees in decision making.
Provides for the right to lock-out by the employer as a reaction to lengthy strikes.
Promotes simple procedures for the registration of trade unions and employer organisations
Establishes the Commission for Conciliation, Mediation and Arbitration (CCMA) for dispute
resolutions.
= Provides a framework/structure for labour relations between employers and employees.
= Clarifies the transfer of employment contracts between the existing and new employers.
= Advances economic development/social justice/labour peace to ensure that the workplace maintains
the basic rights of employees.

The rights of employers and employees according to LRA
Rights of employers
«  form employer organisations to represent them in labour related matters.
form bargaining councils for collective bargaining purposes.
lockout employees who engage in unproteciedfillegal strikeflabour action.
dismiss employees who engage in an unprotected strike/misconduct such as intimidation/violence
during a strike action.

= not paylremunerate an employee who has participated in a protected strike for services/work they did
not do during the strike.

Rights of employees
*  Employees may join a trade union of their choice.
s Embark on legal strikes as a remedy for grievances.
= Refer unresolved workplace disputes to the CCMA.
= Refer unresolved CCMA disputes to the Labour Court on appeal.
= Request trade union representatives to assistirepresent employees in the grievance/disciplinary

hearing.

= Trade union representatives may take reasonable time off work with pay, to attend fo trade union
duties.

= Establish a workplace forum where a business has 100 or more employees to resolve work related
issues

Impact of the LRA on business

Positives/Advantages
= Promotes a healthy relationship between the employer and employees
«  Protects the rights of businesses in labour related issues.
= Labour disputes are settled quicker and are less expensive.
= Workplace forums can add value to businesses if it functions property.

= Protect employers who embark on lawful lockouts when negoliations between parties fail.
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LRA provides for the principles of collective bargaining and puls structures in place with which
disputes in the workplace can be sediied.

Provides sound dispute resolution processes through consensus between organised lahour,
businesses and the state.

Provides specific quidelines for employers en corect and fair disciplinary procedures.

Empiayers and employees have guidelines regarding comect and falr dismissal procedures.
Provides mechanismframework such as siatutory councilsicollective bargaining/ COMA-
Employers are entitled 10 compensation from the Labeur Court if they suffered damages as a result of
unprotected strikes.

NegativesiDisadvantages

Reduced global competitiveness due {o lower productivity

Productivity may decrease if employees are allowed lo participate in the aclivities of trade unions
during work time.

Costs of labour increases because of legal strikes.

Employers may not gel a court interdict o stop a slike.

Employers may have 1o disclose information about workplace issues to union represenatives that
could be the core of their competitive advaniage.

Employers may not dismiss employees at wifl, as procedures have to be followed.

Many employeas take advanlage of the right to sirike withoul acknowledging their responsibilijes.
Many employees and employers do nol understandirespect the Labour Relations Act.

Sirike actions always result in loss of production for which employers may rot claim.

Some trade unions may not promgte the mandate of their members but embark on industrial action,
which is harmiul to labour relations between employers and employees.

Some businesses may feel that the LRA gives employees too much power as it creates lengthy
procedures such as consulling with workplace forums.

Labour disputes and bargaining council processes become disruptive/ ime consuming and can lead
to a decrease in productivity/profitability in businesses.

Actions reqarded as non-compliance by the ERA

Unfairfillegal dismissal of employees.

Preveniing employees from joining irade unions.

Refusing the establishment of workplace forums.

Forcing employees le give up trade union membership.

Not ailowing employees 1o take pari in legal stikes (Employees’ rights)/ not adhering to the right of
employees to strike when legalised

Cancellation of employees' contracts by a new employer when a business is sold.

Refusing to give workplace forum members paid time off for atiending meetings during waorking hours.
Refusing leave to rade union representatives to attend trade union activities.

Breaching of coflective agreements/resolution mechanisms by eilher employerfemployee.

Penalties for non-complianca with the LRA

The employer may be forced to enter inte a dispuie resolulion process.

Businesses will be fined if they fail to comply wilh the agreements reached during the dispute
resolution process.

Businesses that fail to comply with this Act may risk financial cosis e.g. legaliCCMA fees and fines.
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Ways in which businasses can comply with the LRA

Employees should not be uniaidydllegally dismissed

Allow/Support the establishment of workplace forums.

Employers should not breachfignore any colleclive agreement

Businesses must allow employees to form trade unionsfparticipate in union activiiesflegal stikes.
Disclose all relevant information required by trade union representalives o da their jobs effectively.

The Skills Development Act (SDA} (No. 97 of 1998)

introduction

The Skills Development Act was introduced 1o redress the imbalances of the past regarding skills development,
The SDA enables Soulh Aficans o gain atcess lo skills training opportunilies that have long term benefits. The
Act makes pravision for the establishment and effective funclioning of SETAs. Furthermare, the Acl plays an
impartant role in ensuring that South African workforce is skilled and participale in lifelong leaming programmes.

Purpose of the Skills Development Act/SDA

Dewelaps the skills of peaple in South Afiica in order to improve productivity

Invasts in education and training of the South African workforce.

Improves the chances of getting a job for previously disadvantaged people

Encourages workers 1o participale in leaming programmes.

Redresses imhalances of the past lhrough education and lraining

Encourages businesses to improve the skills of their workers,

Provides the systematic implementation of strategies on a national, sector and workplace
basis.

Impact of the SDA on businesses
PositivesiAdvantages

* % % 4 B a & &

Incraases the number of skitled employees in areas where these skills are scarce.

Trains employees o improve produclivity in The workplace.

Business could hecome globally more competitive.

On-going skills development/earningfacquisition of new skills are encouraged to sustain the
improvement of sKilis development.

increases investment in education and training in the labour market.

increases the ratum on investment in education and training,

Improves employment opportunities and labour movement.

Self-employment and entrepranaurship are promoted.

Workplace is used as an aclive ieaming environment where employees can gain practical job
expenence

Businesses may claim back seme of the costs of fraining as a refund from relevant SETAs.
Improvas quality of productsiservice delivary as the business employs more skilled workers.
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Negative/Disadvantages = Approve workplace skills plans and annual training reports.
. "The SDA process is prescriptivelrequires a large amount of pemrork.’admlnisﬁaimn that can = Monitor/Evaluate the actual training by service providers.
cost time/money. P = Allocate granis to employers, education and fraining providers.
. bkllls Development Levy could be an extra burde : = Oversee training in different sectors of the South African economy.
»  ltmay be monitored/controlled by government departm fraining as = Develop sector skills plans in line with the National Skills Development Strategy
their key priorities. L, = Draw up skills development plans for their specific economic sectors.
Many courses offered by companies may not have unit sta content.  Provide training material/programmes for skills development facilitators.
Skills programmes may not always address training needs = Pay out grants to businesses that are complying with the requirements of the Skills Development Act.
any service providers that offer training services are ni = Identify suitable workplaces for practical work experience.

Many businesses may not support this government iniial

Implementation of the SDA can be difficult to monitor and ¢
mployees are expecled to attend leamerships during work f

pmcess!produdlwty ;

Costly for businesses to employ a person to |mplemenh’managefbnn! ol lea

e The time and money spent on impraving employee skills is wasted if they leave the business.

. bnty companies with a staff payroll over R500 000 per annum can claim the Skills Development levy.

Actiuns| regarded as non-compliance by the SDA

. IFrewe'nting employees from signing for a leamership due to their age or position in the workplace.
«  Unfair promotion of skills and development/iraining to cerain employees.

= Providing employment services for gain without being registered as an employer.

= Fumishing false information in any prescribed document.

Penalties for non-compliance

. fusmasses that do not pay the Skills Development Levy may not offer leamerships/claim grants from
he SDA
= Alabour inspector could order the business to stop operating should the business be found
| quilty of illegal practices.

Ways in which businesses can comply with the SDA

»  Businesses/Employers who collect PAYE should register with SETAS.

= Dne per cent (1%) of an employer's payroll must be paid over to the SETA.

. 'gusinesses should register with SARS in the area in which their business is classified (in terms of the
SETA).

Employers should submit a workplace skills plan and provide evidence that it was implemented.
Businesses with more than 50 employees must appoint a skills development facilitator.

Assess the skills of employees to determine areas in which skills development are needed.
Encourage employees to participate in leamerships and other training programmes.

Erovide all employees with the opportunity to improve their skills,

Display a summary of the SDA in the business where it is visible to all employees.

Roleffunctions of SETAs

* Report to the Director General,

= Promote and establishes leamerships.

o Collect levies and pays out grants as required.

= Provide accreditation for skills development facilitators.
. Fegisler leamership agreements/leaming programmes.
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Funding of SETAs

Skills Development levies are paid by employers to SARS as a collecting agency for the govemment.
Employers who have a salary bill that exceeds R500 000 per annum, should pay one percent (1%) of
their annual salaries as a levy.

The different SETAs receive B0% of the levy for organisational expenses and the remaining 20% is
paid to the National Skills Fund.

Donations/Grants received from the public/businesses/CSI programmes.

Surplus funds from government institutions.

Funds received from rendering their services

Meaning of learnership

Theoretical / practical training opportunities that can lead to a recognised qualification
Structured leaming programme completed during work hours for a specified period of time
Agreement between a leamer / trainee, employer and training provider

May include employment for a specified period after leamership is completed

Includes a training course with leaming material as well as practical work experience.

Meaning of National Skills Development Strategy (NSDS)

Increase access to programme that train people.

Promote the public FET college system that has programme to meet the skills needed by SETA's
flocaliregional/national organisations.

Address the low level of language and mathematical skills among the youth and adults.

Make better use of workplace-based skills development.

Encourage/ support small business/community-training groups/ NGO'siworker-initiated training
initiatives.

Guides work of SETA's /use of the National Skills Fund.

Sets out the responsibilities of other education and training stakeholders,

Provides for the participation of govemment/ organised business/ organised labour.

Improves social development through economic development.

Meaning of Human Resource Development Strategy (HRDS)

Addresses skills shortages in South African workforce.

Aims at achieving faster economic growth/higher employment levels and reduced levels of poverty.
Promotes social development/ social justice and helps alleviate poverty.

Develops short-term and long-term workforce skills.

Improves supply of skills.
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« Increases employee participation in lifefong leaming.

The Compensation for Occupational Injuries and Diseases Amendment Act
(COIDA) {No. 61 of 1897;

Introduction

The Compensation Fund is a Sthedule 3A Public Entity of the Department of Employment and Labour. The
Fund administers the Compensalion for Occupational injuries and Diseases Act No 130{1993 as amended by
the Compensation for Ocoupational Injuries and Diseases Act No 61/1997. The main objective of the Acl is to
provide compensation for disablement caused by occupational injuries or diseases suslained or contracted by
employees, or for death resulting from injuries or diseases, and provide for matters connected therewith.

Purpose of COIDA

o Provides a comprehensive prolecion to employees who injured in the course of performing their
duties.

« COIDA applies 1o all casual and fuli-time workers who become illfinjured/ disabled/killed due 1o a
workplace accidentidisease

e liexcludes workers who are guilty of wilful misconductiworkers working outside South Africa for at
least twelve months/members of the S5A Defence Force/Police services.

+ [t provides for Ihe eslablishment of a Compensation Board whose function is to advise the Minister of
Labour on the application{provisions of COIDA.

Impact of the COIDA on businesses

Positives/Advantages
* Promotes safety in the workplace.

Employees do not contribute lowards this fund.

Claiming processes are relatively simple.

Eliminates time and costs spent on lengthy civil court proceedings.

Any compensation to an employeefthe family is exempt from income [ax.

Employers are protected from financial burden should an accident occur in the workplace provided

that the employer was not negligent.

»  Makes businesses more socially responsible as they cannot just employ workers at random in
dangerous working conditions.

*  Workers are treated wilh digrity and respeci as businesses view them as valuabie assets and not just
as workers.

» Covers all employees at the workplace if both pariies mee all the necessary safefy provisions in the
Act.

» Creates a framework for acceplable employment praciices and safety regulations.

o Supply adminisiralive guidelines/mechanisms for dealing with/processing daims.

o Employees are compensated financially for any injuryfdisability resulting from performing their duties
at their workplace.,

» In the event of the death of an employee as a result of a work-related accident! disease, histher
dependent(s) will receive financial support.

o Employees receive medical assistance ptovided there is no other medical assistance option fCannot
claim medical assistance from ihe fund and medical aid.

v Medical expensesiOther types of compensation are paid io employees andior their families
depending on the type/severity of the injurics.
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Employers have ko pay a monthly amount 1o the Compensalion Fund depending on the number of
employeesfthe level of risk they are exposed to.

Negative/Disadvantages

Claiming processes can be time consuming.

Domestic/Military workers are not covered.

Workers who are temporarily/permanently employed in fareign countries are not covered.
Employers may be forced Lo pay heavy penalties if they are found guilty of negligencefnot enforcing
safety measures,

Implementation processesfpracedures reuired by the Act may be expensive.

Procedures required by this Act may be costly as paperwork places an exira administrative burden on
businesses.

Employers have ta regisler ail heir workers/make annual contributions to COIDA, which may resultin
cash flow problems.

Actions regarded as non-compliance by the COIDA

- a8 = A

Employers who bribe/prevent employees from reporling the accident/injury.

Providing false information about previous, serious accidenlsioccupational diseases.
Employers who do not conlribute i the GCompensation fund.

Employers who do not allow daims for injuries, discriminates against injured employees.
Employers thal take too long 1o process claims/delay the claiming process.
Compensation that is set off againsi any debt of the person entilled lo the compensation.

Penalties for non-campliance with COIDA

Businesses can be fined for refusing to ledge the claimfconlravening the Act.

Businesses can be forced to make large payments i it did nl lake the necessary precautions
according to the Act.

They may be forced to pay any recovery costs required by the Compensation Fund.
Employees may take businesses o court for nol regislering them with the Commissioner of the
Compensation Fund.

If businesses are found guilty of any misconduct, they will have to pay large penalties/face
imprisonment.

Ways in which businesses can comply with the COIDA

»

& & & & % & ®

Businesses should provide a healthyfsafe working environment

Ensure that the premises/equipment/machinery is in goad working condilion.

Register with the Compensation Commtissioner and provide the particulars of the business.
Report all incidents causing dealvinjury/ilingss of empioyees.

Levies must be paid to Ihe Compensation Fund.

Keep records of empioyees' income and details of work for four years.

Submit retums of eamings by no later than 1 March annually.

Allow regular assessment of the workptace by inspectors in order to determine the levet of risk their
employees are exposed to.

Employers may nat make deductions for COIDA from employees’ remuneration packages.
Businesses musl ensure that claims are [ndged wilhin twelve months of the dale of the accidenl.
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Encourage small black investors fo invest in big companies and share ownership.

Exempted Micro Enterprises (EMEs) with an ownership of 50% or more of black people are promoted
to level 3 of the BEE scorecard.

More opportunities are created for black people to b y Wk
Large businesses should form joint ventures with sma A 5 share business
risks. e i
Businesses sometimes find it difficult to locate suitable blacl
Many black people cannot afford shares in companies/conts

)

Encourage small black investors to invest in big compames. n .
Exempted Micro Enterprises (EMEs) with an ownership of 50% people afé promoted
to level 3 of the BEE scorecard.

More opportunities are created for black people to become owners/ entrepreneurs,

Large businesses should form joint ventures with small black owned businesses and share business
risks

Enterprise and supplier development (ESD)
Impllcatian of Enterprise and supplier development (ESD) on businesses

Business must create jobs as ESD promotes local manufacturing.

Identify black owned suppliers that are able to supply goods and services.

Outsource services to suppliers that are BBBEE compliant.

Businesses are encouraged to invest/support black owned SMMEs.

Develop the business skills of small/black owned suppliers, e.g. sales techniques, legal advice, efc.
Support the cash flow of small suppliers by offering them preferential terms of payment,
Businesses should invest in/support black owned SMMEs.

Invest in/Support black owned SMMES by contributing loans/donations/consulting
services/advice/entrepreneurial programmes.

SMMESs will be encouraged to use their own business initiatives to make them sustainable.
Develop and implement a supplier development plan/supply chain.

Small/Large businesses may not be able to afford enterprise development investment/support.
Black owned SMMEs may become loo reliant on support from other businesses/unable to take their
own initiatives.

BBBEE suppliers may be without good workmanship.

Smaller businesses that are not BBBEE compliant lose business.

Businesses are forced to choose from a smaller pool of suppliers.

Ways in which businesses could apply ESD in the workplace

Business must create jobs as ESD promotes local manufacturing.

Identify black owned suppliers that are able to supply goods and services.

Outsource services to suppliers that are BBBEE compliant.

Businesses are encouraged to invest/support black owned SMMEs.

Develop the business skills of small/black owned suppliers, e.g. sales techniques, legal advice, efc.
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Support the cash flow of small suppliers by offering them preferential terms of payment.
Businesses should invest in/support black owned SMMEs

SMMEs will be encouraged to use their own business initiatives to make them sustainable.
Develop and implement a supplier development plan/supply chain.

Invest in/Support black owned SMMEs by contributing loans/donations/consulting
services/advice/entrepreneurial programmes.

Social responsibility/Socio-economic development
Implications of social responsibility/socio-economic development on businesses

Businesses should focus on critical areas which can affect growth and development in the country
such as environmental awareness/education/ housing, poverty/unemployment.
They should distribute scarce CSI resources to selected beneficiaries in the community.

Impact of the BBBEE on businesses
Positives/Advantages

Encourages businesses to address the demands for redress/equity directly.

Provides a variety of business codes to improve employment equity.

Provides for human resources development through training and development.

A good BEE rating improves the image of the business.

Fronting is discouraged, as it may lead to the disqualification of a business's entire
scorecard/BBBEE status.

Promotes enterprise development, by developing entrepreneurial skills of designated people to start
their own businesses

Businesses that comply with BBBEE regarding the pillars will be rated high on the BEE
scorecardimay get gavernment tenders/may attract other BBBEE business pariners/-suppliers.
Businesses will have a good overview on how it is performing in comparison to other businesses in
the rest of the country,

By focusing on BBBEE, the business will show commitment towards the socialleducation/economic
developments in the community/country.

Once rated, the business will understand how to develop BBBEE strategies that will increase its
BBBEE ratings on an annual basis.

Share prices of BBBEE compliant businesses are likely lo increase as they attract more business.
Businesses that support Small, Micro, Medium Enterprises (SMMEs), may increase their own
BBBEE ratings

Complying with BBBEE requirements gives businesses experience/exposure to be able to provide
better employment opportunities/staff development.

Negative/Disadvantages

Businesses could experience large financial implications/penalties if they do not comply with
BBBEE.

Processes may lead to corruption/nepotism if not monitored propery.

Processes and procedures may be costly for a business as there are many legal requirements for
scoring enough points to be compliant.

REVISED DBE NOTES zez%
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The Broad-Based Black Economic Empowerment Act {(BBBEE) {No. 53 of
2003, as amended in 2013}

Introduction

2025

The BBBEE was introduced ta bring most of the South Africans intg the mainstream economy. The aim was
to increase the number of black peopla that own/manage/fcentrot the economy. A BEE scorecand is used o

determing the BBBEE status of a business.

Differences between BEE and BBBEE

Black Economic Empowermant {BEE) Broad-Based Black Economic Empowerment Act
(BEBEE)
= A govemment policy thal may not always be - An Act that is enforced/imus! be complizd with by
enfarced. businesses.
«+ Benefitted onty & few previously disadvantaged = Encourages a wider group of previously
pecple in the econamy. disadvaniaged people which includes black

women, people who are physically challenged,
youth, and people in rural areas to parlicipate in

the economy.

- This resulied in a few previously disadvantaged * + Aims to distribute the country's weallh acrossa

individuals sharing in the wealth of the economy. - broader spectrum of society.

© . Focused only on three piliars that did not inciude - Focuses on five piliars which include all sectors of
all previously disadvantaged people. ; the society especially the previously disadvantaged
© people and previously disadvantaged communities.

PURPOSE OF BBBEE
»  BBBEE enables wealth 1o be spread more broadly across all population groups.

Allows far the developmenl of Cedes of Good Practice.

Empowers the Minister to issue Cedes of Good Praclice and publish transformation charers.
Establishes the Black Economic Advisory Council which addresses matters relaled to black
empowerment,

= Creates capaily within lhe broader economic landscape at all levels through the implementation of

the BBBEE pillars.
« BBBEE aims al targeting inequality in the South African economy.
+ Increases the number of black people ihat managefcontrol Seuth African businesses.

HOTE: You must first know the implications of BBBEE pillars so that you can understand the

impact BEBEE on businesses.
BEBEE PILLARS

»  Management control

«  Skills development

«  Ownership

« Enterprise and supplier development (ESD)

»  Socig-economic developmentisocial responsibility
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Outlines areas hat would give the govemment a platform for bringing equitable spread of wealth.
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Implications of the revised BBBEE pillars on businesses

Management control

Implication of management tantrel on businesses

«  Business must ensure lhat transfarmalion is implemented at all levels.

Appoint black people in senior execulive posilicnsilo management.

Invalve black people in the decision-making processes.

Ensure that biack females are reprasented in management.

Businesses score poinls in both management and ownership when selling more than 25 % of their

shares 1o black investors 50 that some of them can become directors.

. Due to a shortage of skilled biack managersidirectors, some businesses find il difficult o make
appaintments.

. Businesses are direclly penalised for not implementing this pillar.

NOTE:.  The word “implication” in this contaxt means “what businesses should do in order
to comply with this Act and what are the things that are preventing them from
implemanting this Act.

2. The last sentences of EACH pillar speak to things that prevent businesses from
implementing the pillar.

Ways in which businesses could apply management control in the workplace
. Business mus{ ensure that transformation is implemented at all levels.
Appoint black people in senior executive positions/to management.
Involve black people in the decision-making processes.
Ensure thal tlack fernales are represented in management.
Busingsses score points in both management and ownership when selling more than 25 % of their
shares to black investors so that some of themn can become directors.

.« # ¥ &

Skills development
Implication of skills development on businesses
» Business must engage black employees in skills development initialives.
Provide learnerships and leaming programmes to hlack empioyees.
Business must contribute 1% of their payroll to fund the skills development programmes.
Business benefils from the increased pool of skited/rained workers.
Business musl go lhe exira mile to train slaff where leamerships are nol offered.
Productivity is compromised as mentorsicoaches must find the time to participate in
leamerships/raining.

Ways in which businesses could apply skills development in the workplace

»  Business musl ngage black employees in skills development initiatives.
»  Provide leamerships and leaming programmes to black employees.

o Business must contribule 1% of their payroll lo fund the skills development
programmes.

+  Business benefits from the increased pool of skilled/rained workers

Ownership

Implication of ownership on businesses
= Business should include black people in shareholding/partnershipsffranchises.
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.« Investment/Ownership issues can cause unhappiness amongs existing shareholders/owners.
. Provides for preferential procurement, so certain businesses may be excluded fromvsupplying

| goods/services. i
| Businesses will have fo spend money in areas cover
| BBBEE rating.
. Businesses that want fo do business with the govel
annually.

* | Businesses have to go through the process of having Ih
! an independent BEE verification agency,

= | Many businesses have been disadvantaged due to BEREI
| all the scoring.

Actions regarded as non-compliance by the BBBEE
* | Failing to implement affirmative action to meet BBBEE responsibilities.
| Promoting unsuitable people into a management position at ihe expense of qualified PDP's,
* | Refusing to award tenders to black suppliers who are BEE compliant.

Penalties f?r non-compliance with the BBBEE
* | Businesses may face imprisonment for non-compliance and fronting practices.
o |The penalty could be a fine of up to 10% of the company’s annual tumover,
o | Govemment will cancel any contract awarded that was based on false information regarding B-BBEE
| status.
= | Abusiness can be banned from participating in govemment contracts for a period of 10 years.
* | Business licenses may not be renewed, and authorisations may not be issued
. ‘ Businesses that fail to achieve at least a minimum 40% of compliance with ownership, skills

development and new enterprise and supplier development will be automatically downgraded the by
|one level.

Ways in wh!ch businesses can comply with the BBBEE
*  Businesses must appoint black people in managerial positions
\Businesses must sell shares fo black employees/people,
{Send black people for black for skil development fraining,
\Outsource their services to BEE compliant suppliers.
jlmpiernent affirmative action when making appointments.
[Develop small business /SMME's through ESD.
Improve the standard of living of the communities in which they operate.
|
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The National Credit Act (NCA) (No. 34 of 2005)

INTRODUCTION

The Act was introduced more specifically to cater and protect rights of previously disadvantaged consumers in
the credit market, NCA protects both clients and credit providers against reckless lending. The Act seeks to
remove unfair discriminatory practices by compelling the credit providers to comply with the requirements of the
ACT. Credit providers not adhering to the Act may face high penalty.

Itis advisable that businesses must ensure that the rights of consumers are protected to maintain good business
image. Businesses must observe NCA requirements so that consumers can make informed decisions before
buying on credit. Businesses complying with NCA gains customer loyalty and good recognition from the
govemment. Businesses can avoid penalties by complying with all requirements of National Credit Act.

Purpose of the NCA

= Promote a fair but competitive credit market.
Makes provision for the establishment of the National Credit Regulator/NCR
Promotes the social and financial interest of consumers.
Ensure that consumers know what is included in their credit contracts.
Ensure registrations of credit bureau and debt counselling services.
Prevent discrimination and ensure credit is available to all consumers.

Consumer rights as stipulated in the NCA
Consumers have a right to:
= Apply for credit and to be free from discrimination.
Receive Information in plain and understandable language.
Receive documents as required by the Act.
Receive pre-agreement documentation before concluding any credit transaction
Obtain reasons for credit being refused,
Fair and responsible marketing by the credit provider.
Access and challenge credit records and information.
Choose which goods they will buy and retumn such goods if they are not safisfied.
Surrender/Retum goods lo the credit provider in order to settle the outstanding amount/debt.
Apply for debt review/counselling if the consumers cannot afford to repay their debts.
Receive protection of their personal information.
Receive prolection from being held accountable for the use of their credit facility after they reported
the loss/theft.
* Refuse a credit limit increase.

Impact of the NCA on businesses
Positives/Advantages
*  Lower bad debts resulting in better cash flow,
Prolecls businesses against non-paying consumers.
Authorised credit providers may attract more customers.
Leads to more customers through credit sales as they are now protected from abuse.
Prevents reckless lending and prevents businesses from bankruptcy.

Page | 30



Downloaded from Stanmorephysics.com

GRADE 12 REVISED DBE NOTES 2025

Increases cash sales as credit can only be granted to qualifying cuslomer.

The whole credit process is lransparent e.g. both businesses and ustomers know their.
respansibilities,

Businesses do thorough credit checks and receive up-lo-date documentation from lhe consumer as
proof that they can afford the repayment.

Credit bureau information is made available 1o businesses 5o that they can check the credit
worlhiness of consumers before granting credit.

Negative/Disadvantages

* B B % &

Businesses an no longer carry out credit marketng.

Businesses struggle lo get credil such as bank loans/overdrafts

Businesses hat do not comply with the NCA may face legal action.

Debl collection procedures are more complex and expensive.

Fewer customers buy on credit as it is more difficull to oblain credit

Increases the administration burden on credit providers/The paperwork and adminiskrative process
required by the acl are coslly and time consuming.

Leads 1o loss of sakes as many consumers may no longer qualify 1o buy on credit

The business needs to appoint additional staff (o deal with the extra administraion.

Should the credit agreement be declared reckless the busingss can forfeit the outstanding debt and
the goods.

Businesses that are official credit providers, must submit a compliance reporl every year.

£ business must make sure Ihal all attempts have been made to recover the debt befors blacklisting
the customer.

Credit providers cannot collect from constimers who are under detl reviews.

Mare working capital is needed as businesses cannot sell many goods on credit dug to siricter credit
application processes.

Actions regarded as non-compliance by the NCA

Refusing credit to customers based on genderface.
Charging different interest rales to customers based on genderfrace
Blackiisting customers without making efforts to recover the: debt

Penaitiesiconsequences for non-compliance with the NCA

The business may not demand payment, sue or altach the glientsiconsumers salaries/assels,

The business may not charge any feefinterestfother charges under that specific credit agreemenl.
The court may declare the: granting of credit by the business reckless and may order consumers not
to repay the creditior parl thereof 1o the business

The Nalignal Credil Regulator may impose a fine/penalty on the business for nan-compliance.
The business will bear all costs of removing the negative information of clients/ consumers who
were blacklisted as a resull of reckless lending.

Ways in which businesses can comply with the NCA

Offer applicanis pre-agreement statements.
Disclose all cosis of loanMo hidden costs should be charged/added
Oblain credit recordsfchecks of dlients before granling loans.
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Businesses should be registered vith the Nalional Credit Regulator.

Submil an annual compliance report to the National Credit Requlator.

Conduct atfordability assessment to ensure ihe consumer has the ability to meet hisfer obligation.

Conduct credil check with a registered credit bureau and consult with National Credit Register.

Businesses musl have procedures in place to comply with he provision of the Financial Imelligence

Centre Act (FICA).

» Credit providers must have procedures in place o comply wilh the provision of the Financial
Intelligence Centre Act {FICA).

«  Verify Ihe identity of clients, repart suspicious Iransactionsftrain staff on their obligations in terms of

FICA.

The Consumer Protection Act (CPA) (No. 68 of 2008}

Introduction

The CPA was promulgated/established to redress economic inequalifies of Ihe past and to promote equality in
the consumer market for all consumers of goods and services. The CPA promotes and advances the social and
econoric welfare of consumers in Soulh Africa. The promulgalion of the CPA has resulted in the establishment
of the Mational Consumer Commission {NCC). The CPA compels both busingsses and consumers o act
respansibly when conducting business aclivilies. In addition, the CPA applies to every single transaclion
involving the buying and selling of goods and services in South Africa.

Fumose of the Consumer Prolection Act

Purpose of CPA
+ Promoles responsible consumer behaviour.

+ Establishes national standards to protect consumers.

»  Eslablishes a National Consumer Commission {NGC)

»  Establishes national standards lo prolect consumers.

»  Promotes and protects lhe economic interests of consumers by providing access 1o infarmation.
«  Promoies fairiaccessible and suslainable places for people to sell their products.

»  Promotes consistenl iaws relating to consumer transackion and agreement.

«  Promotes the rights and full participation of historically disadvantaged individuals as consumers.
»  Promotes consumer safily by protecting them from hazardous products/senices.

«  Provides guidelines for better consumer information and to prohibit unfair business praclices.

»  Ensures that consumers have access o information they need to make informed choies

«  Ensures that consumers are not misledideceived by suppliers of goodsfsenvices

«  Empowers consumers to lake legal action if their rights are not upheld.

«  Strengthens a cullure of cunsumer rights and responsibilities.

«  Protecls consumers against contracts Ihal inchide unfair terms which limil the liability of suppliers.
»  Protects consumers against dishongst businesses such as fly-by-night franchisors

»  Allows for consumers and businesses to resolve disputes fairy/efiectively.
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|

Consumer rights as stipulated in the Consumer Protection Act
Rightto choose
Consumers have the right to:

* | choose suppliers and/or goods.

. | shop around for the best prices.

® | retum goods that are unsafe/defective for a full re g
bl reject goods that are not the same as the sample m:
L]
L]

| cancelfrenew fixed term agreements.
| request written quotations and cost estimates,

Right trJ privacy and confidentiality »

* | Consumers have the right to stopirestrict unwanted direct-m
* | They can object to unwanted promotional e-mailshelesales
| They have the right to stop/lodge complaints about the sha

Right I(!a fair and honest dealings
. iSuppHers may not use physical force or harass customers.
= Suppliers may not give misleading/false information.
= |Businesses may not promote pyramid schemes and/or chain-letter schemes
° iBusinesses may not overbook/oversell goods/services and then not honour the agreement.
|
Right ta information about products and agreements/Right to disclosure and information
e Conlracts and agreements should be in plain language and easy to understand.
= Businesses should display prices which are fully inclusive disclosing all costs.
. Eusinesses should label products and trade descriptions correctly
= Consumers may request the unit and bulk price of the same product.
|f two prices for the same product are displayed, consumers should pay the lower price.
. Iinformation related to the country of origin, expiry dates/ingredients of the products should be
disclosed.

Right tui fairiresponsible marketing/promotion
*  Businesses should not mislead consumers on pricing, benefits/uses of goods.
»  Consumers may cancel purchases made through direct marketing within five working days/cooling off-
period.
o Allinformation related to the country of origin/expiry datesfingredients of the products should be
disclosed/clearly labelled,

|

Right to accountability from suppliers
»  CGonsumers have the right to be protected in lay-bye agreements.
. I?usinesses should honour credit vouchers and prepaid services.

Right to fair/justireasonable terms and conditions

* Businesses should provide consumers with written notices of clauses that may limit consumer rights.
* Businesses may not market/sell goods at unfair prices.
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Right to equality in the consumer market place
*  Businesses should not limit access to goods and services.
*  Businesses may not vary the quality of their goods to different consumers.
= Businesses should not discriminate when marketing their products and services in difierent
areas/places.
= Businesses may not charge different prices for the same goods/services.
*  Quality of goods may not vary when supplied to different consumers.

Right to return goods/have goods replacediclaim a refund
*  Goods thal are unsafe/ defective may be replaced by the supplier.
Faully items may be retumed for a full refund.
*  They may retum faully items if the fault occurs within six months after purchasing the item.

Right to complain
= Consumers may use various methods/channels to complain about poor quality goods/services.
*  They can complain via customer care desks/consumer hollines/ombudsman efc.

Right to fair value/good quality/safety

*  Businesses should provide consumers with written notices of clauses that may limit consumer rights.
*  Businesses may not market/sell goods at unfair prices.

Right to fair value/good quality/safety
*  Consumers may demand quality senvices/goods.
They may receive an implied/written warranty.
Cancel frenew fixed term agreements
To be informed about hazardous/dangerous products
Reject goods that are not the same as the sample marketed
Retum faulty items if the fault occurs within six months after purchasing the item.

Impact of the CPA 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 loyally, if they comply with CPA.
*  Enables businesses to resolve disputes fairly through the National Consumer Commiission/Consumer
Court/Industrial ombudsmen.

*  Businesses may build a good image if they ensure that they do not violale consumer nights.

Negatives/Disadvantages
*  Confidential business information may become available to competitors,
*  Penallies for non-compliance may be very high.

= Businesses may feel unnecessarily burdened by legal processes.
*  They have to disclose more information about their products and processes/services
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Staff need to be Irained /Legal experis need 1o be consulted, which can increase costs

Many business documents need to be simplified frevamped at exira cost as consumers. have a nght
10 Teceive coniracts in simplefundersiandable language.

Administration costs increase as legal conlracts need to be wortied in plain language fpilched at the
{evel of the consumer

Buginesses may need insurance against claims from consumers {provisions in the Actincrease risks
for unforeseen claims and lawsuits.

Businesses have to replace/repair faulty flems/refund money if he fault oeeurs vithin six manihs
after purchase.

Supply chain management in stock levels will have to change, 8 defective gouds have (o be
replaced within six months at the request of the consumer,

Informalion techniokagy systems need to be improved as the retailer must keep more detailed
racards of interactions with consumers /e able to report to the National Consumer Commission.
Consurmers can take advantage of a business and retum goods when itis not necessary lo do 0.
Provesses and procedures required by CPA can be expensive and time consuming.

Acfions regarded as non-compliance by the CPA

a  Denying customers proper information about the productiservices.

»  Trealing customers differently based on gender/ageface.

»  Charging unfair prices for the same goods and senices.

s Varying the quality of goods when sefling in different areas.

»  Prioritising any consumer group over angther when markeling/selling

Penalties for non-compliance with the CPA

e A conlract may be rendered void or a fine of term of direct imprisonment may be impesed.

«  Businesses may face fines or imprisonment for a pericd not exceeding 10 years.

«  Govemment agencies may conduct auds. enact fines or even dissolve your business enlirely.

«  Businesses will be forced to campensate consumers in ling with the extent to which their rights
have been violated.

Ways in which businesses can comply with the CPA

« Disclose prices of all producls on sale.

Provide/Conduct adequate training te staffistakeholdars on the CPA,

All agreements rmust provide for a five-day cooling off period.

Ensure that goodsfservices offered are standardised/of the same quality.

Comply wilh the requirements regarding promotional compefiions.

Comply with requirements regarding the dispiay of information on labels packaging.

Display the name of the business on all business documents such as invoicesfcontracts.

«  Bundling of goodsiservices should benefit consumers such as offering a cell phone and a
tablet at a special price.

= Implement measures that will facilitate complaints by using suggestion boxes.

= & B B &
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BUSINESS OPERATIONS PAPER 1
TOPIC 2: HUMAN RESQURCES FUNCTION

CONTENT DETAILS FOR TEACHING, LEARNING AND ASSESSMENT PLRPOSES
Leamers must be able to:
RECRINTMENT

-

Explain/Elaborate on ihe meaning of recruilment.

Oulline/Discuss/Explain the recruitment procedure.

Explain the meaning of job analysis.

Differentiale/Distinguish between job description and job specification as components of a job
analysis.

Identify job description and job specification from given statements/scenarnos.

Identify methods of recruitment (intema/exteral recruilment) from given scenarios/statements.
ExplainDiscusstAnalyse the irmpact {positives/advantages andior negativesidisadvantages) of lhe
above staled methods of recruitment.

Identify/Give examples of sources of intemalfextemal recruitment from given scenarios/slatements.

SELECTION

- 4 4 = ¥

Qutiine/Discuss/Explain the selection procedure.

Explain lhe meaning of screening as part of the selection procedure.

Discuss/Explain he purpose of an intenview.

Qutline/Explain/Discuss the role of the inlerviewer before and during the interview.
Qulline/ExplainiDiscuss lhe role of the inienviewee during the interview.

Define/Elabarate on the meaning of an employment contract. Name/Chiline/State the detailstaspects/
conlents of an employment cordract,

Qulline/ExplainiDiscuss the legal requirements legalilies of the employment confract.

Analyse an employment conlract from given scenarios and make recommendalions for improvement,
NamefQutine/Explain/Discuss the reasons for the termination of an employment contract,

INDUCTION

Define/Eiaboraie on the meaning of induction.

Outline/Explain/Discuss lhe purpose of induction.

Slate/Outline aspects that must be included in the induction programme.

Evaluate an induction programme from given scenarios and make recommendations for improvement.
DiscusS/Explain he advantagestbienefits of induction for businesses.

identify the benefit of induction from given scenanocs

PLACEMENT

Elaborate on the meaning of placement.
Qutiine/ExplainiDiscuss lhe placement procedure.
Explain/Discussithe importance of training/skills development in HR,
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SALARY DETERMINATION
| -
. ExptainfDiﬂerentialefDistinguish between piece meal and lime-related sa elermination methods.

=  Explain the link between salary determination and th
|

FRINGEi BENEFITS/PERKS

= Name/State/Give examples of employee benefits, e.g.
i o Pension
o Medical aid
[0 Provident fund
|0 Allowances
= Discuss/Evaluate the impact (positives/advantages and/or n
n businesses.

COMPULSDRY BENEFITS
*  Explain UIF as a benefit required by law
1
LEG]SL;ATION
|
= Discuss the implications of the LRA/BCEA/EEA/SDA on the human resources function.
TERMS AND DEFINITIONS
| TERM DEFINITION
Job analysis The ferm ‘job analysis” refers lo the components of job description and job
| specification as it relates to employees within an organisation.
Job c{escription Describes the duties and responsibilities of a specific job.
Job s;pedﬁcation Describes the minimum acceptable personal qualities/skills/ qualifications needed
| for the job.
Recrtitment Recruitment is the process used by business to identify vacancies in the business
| and atiract suitable candidates for it.
Intemal recruitment Refers to the use of infernal sources to advertise vacancies within an organisation.
External recruitment Refers to the use of external sources to advertise vacancies within an
| organisation.
Jnten}iew Refers 1o a conversation between a job applicant and a representative of an
: employer which is conducted to assess whether the applicant should be hired for
a vacancy.
Inten{iewer Refers to the representative of an employer conducting the interview.
Inler\éiewee Refers to the job applicant who made himself available for the interview after
I being shortlisted.
Jnduq'ljan Refers to the process of introducing new employees to the business and its
| related aspects.
Place::ment Process whereby a new employee is placed in a vacant position.
Training/Skills Refers to the acquisition of new skills and knowledge.by employees.
development
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Retrenchment Process whereby an organisation reduces the number of employees for
operational reasons.

Employment contract Oral or written agreement specifying terms and conditions under which a person
consents to perform certain duties in retum for an agreed upon wage or salary.

Piece-meal salary Workers are paid according fo the number of items/units produced.
determination

Time-related salary Workers are paid for the amount of time they spend at work/on a task.
determination

Fringe benefits Compensation beyond a regular wage or salary to an employee, which are

exempt from taxation as long as certain conditions are met.

Compulsory benefits Refers to benefils that businesses are legally required to offer its employees.

UIF The fund offers short-term financial assistance to workers when they become
unemployed or are unable to work because of illness, malernity or adoption leave.

BCEA This Act regulates labour practices and sets out the rights and duties of
employees and employer.

LRA Ensures social justice by establishing the rights and duties of employers and
employees in the workplace.

EEA Requires employers to engage in proactive employment practices to increase the
representation of designated groups in the workplace,

SDA This act regulates the improvement of the skills of workers by promoting education

and training in the workplace.

HUMAN RESOURCES ACTIVITIES

INTRODUCTION

The human resources function is responsible for a wide variety of core functions. This function plays a major
role in a business because the application of sound human resources practices and policies primarily influences
the types of employees that the business employs/attracts. Several activities / functions/components exist within
the human resources function. These activities include recruitment, selection, induction, placement, salary
determination, fringe benefits and legislation. They are conducted Iperformed with the aim of achieving
organisational objectives.

RECRUITMENT

The process used by a business to identify certain vacancies in the business and attract suitable candidates for
them. Businesses may choose to use an intemnal or extemal method of recruitment. The method they choose
will depend on the nature/requirements of the vacancy. Recruitment is an ongoing process because employees
leave their jobs for other jobs/achieve promotions/retire/as new technical skills are required. It begins with the
process of actively seeking out/finding candidates for vacancies, to the successful integration of the
candidate/recruit into the business.

Meaning of recruitment
*  Recruitment s the process used by businesses to identify vacancies in the business and attract
suitable candidates for it.
*  ltaims at finding candidates who have the necessary knowledge/ experience/ qualification to fill the
vacancy.
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«  Businesses may choose to use an inlemal or extemal method of recruitrment depending on the TYPES/METHODS OF RECRUITMENT
naturefrequirements of the vacancy. INTERNAL RECRUITMENT AND EXTERNAL RECRUITMENT
» Iiis an on-going process as empioyees leave their jobs for other jobs/get promoted /relire/as new
technological skills are required. INTERNAL RECRUITMENT

»  Refers o the use of intemal sources e advertise vacancies inside the business.

Meaning of Job Analysis Sources of Internal recruitment

» Inlemal e-mailsfntranetiVeb sites ko staff

Waord of mouth/Staff meelings

Business newsletlers/Circulars to staff
Intemal/management referrals

Notice board of the business

Internal bulletins

Recommendation of current employees

Head hunting wilhin the businessforganisational dalabase

» A job analysis is a tool used by the human resources function to oblain and analyse infermalion about
the business's workforce so that they can place the right person in the right job.

= Ajob analysis consisls of job description and job specification.

«  The employer must be clear about the nature of he work to e performed so that an appropriale job
descriplion and job specification can be prepared.

Recruitment procedure
»  The human resource manager should evaiuale the jobprepare a job analysis, that includes the job
specificationfjob descriptionsin order to identify recruilment needs.

+  The human resource manager {HRM) should prepare the jeb descriplion in order to identify IMPACT OF INTERNAL RECRUITMENT
recruitment needs. Positives/Advantages
«  HRM should indicate the job specification/description/key performance areas fo aftract suitable vo van _ge
candidates. »  CheaperfQuicker to il the post.
«  Choose the methed of recruilment, e.g. intemalfexternal, to reachftarget the suitable »  Provides opportunities for career paths within the business.
applicants/candigates. » Reduces the chances of losing employaes, as future career prospects are available
»  Vacancies can be inlemally adveriised via internal emailiword of mouth posters/staff nofices. +  Placement is easy, as management knows the employees' skils/personality/ experience/sirengths.
»  Ifthe extemal recnitment is chosen, the relevant recruitment sources should be selected, e.g. = The employee already has an understanding of how the business operates.f Induction/Training is not
recruiiment agenciesfertiary instiiulions! newspapers, etc always necessary

= [ intemal recruitment is unsuccessful, external recruitment should be considered.
«  Ifthe extemal recruitment is done, the relevant recruitment source should be selecied, ..
recruitment agencies, lertiary institutions, newspapers,
»  The advertisement should be prepared with the relevant information, .g. the name of the company,
contact details, contact person, etc.
s  Place the advertisement in the appropriale media that will ensure that the best candidates apply.
NOTE: The procedure ¢an be in any order

v Detailed, reliable informalion can be obtained from the supervisars/Employee records.

Negative/Disadvantages
« [l may close Ihe door to new ideas from outsiders,
«  Employees who are not promoted may feel demolivated
« The promotion of an employee could cause resentment among olher employees.
Differences between job description and job-specification . Trlme num!]er of applicants frum which to choose is limited to exisling staif ur_wly. . .
JOE DESCRI-E'_PTION - JOB SPECIEICATION « ltis possible v promale certain employees who do not realty have the required skills for the new job.
«  The business has to spend more money on training/developing exisling employees on the new

» Describes duliesfresponsibiities of a specific « Describes the minimum acceptable personal

job. qualities/ skills/ qualifications needed for the job. position.
« Wiritten description of the job and its = Wiitlen descriplion of specific qualifications skills/
requirementstsummary of the nature ftype of experience needed for the job. EXTERNAL RECRUITMENT
the job. . . ) .
« Deseribes key performance areas/ {asks fora » Describes key requirements of the person who will »  Refers to the use of extemal sources {o adverfise vacandies ottside (e business.
spacific job, e.g. job titleAvorking fill Lhe position, &.g. formal qualificationstvillingness .
condilionsirelationship of the job with olher to traveliwork unusual hours, etc. Sm.:rcesRof a’::;"::l ;e;:gment
jobs in the business, eic. B:ﬁb];ar des gencies
-
«  Prinled media such as newspapers/fiyersimagazines/posters
e  Electronic media such as the radiofTV
« Social media/Social networks/Intemel/Business websites
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|
= | Recrilment agencies

* | Walk-ins

* | Head hunting

» | Professional associations

. | Networking

* Educational/Training institutions

IMPA?:T OF EXTERNAL RECRUITMENT

Positi%resiAdvantagea
New candidates bring new talentsfi

. deas/experiences/s
* | There is a larger pool of candidates to choose from.

* | Itmay help the business to meet affirmative action and B
* | Minimises unhappiness/conflict amongst current employees w e post

* | There is a better chance of getting a suitable candidate with the required

I skills/qualifications/competencies who do not need much training/ development which reduce costs.

Negatives/Disadvantages
* |Information on CV'sireferees may not be reliable.
* | Many unsuitable applications can slow down the selection process.
* |New candidates generally take longer to adjust to a new work environment,
*  |Extemal sources can be expensive such as recruitment agencies' fees/advertisements in
newspapersimagazines.
*  [The selection process may not be effective and an incompetent candidate may be chosen.
= Recmitment process takes longerfis more expensive as background checks must be conducted,
*  In-service lraining may be needed which decreases productivity during the time of training.
|
SELECETION

Selectiof: procedure
Option 1
*  Determine fair assessment criteria on which selection will be based.

= Applicants must submit the application forms/curriculum vitae and certified copies of personal
jocuments/IDs/proof of qualifications, etc.

*  Sort the received documents/CVs according fo the assessment/selection criteria,

= Screen/Determine which applications meet the minimum job requirements and separate these from
the rest.

*  Freliminary interviews are conducted if many suitable applications were received/to identify suitable
applicants.

*  Reference checks/Vetting process should be madeffollowed to verify work experiencelcriminal

records/credit records/qualification on the GV,

Compile a shortlist of pofential candidates identified.

S’wﬂlisled candidates may be subjected to various types of selection tests such as skills tests,

Invite shorllisted candidates for an interview.

Alwritten offer is made to the selected candidate.
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*  Inform unsuccessful applicants about the outcome of their application/Some advertisements indicate
the deadline for informing only successful candidates.
NOTE: The procedure can be in any order

Option 2

*  Receive documentation such as application forms and sort it according to the criteria of the job.

*  Evaluate CVs and create a shortlist/Screen fhe applicants.

= Check information in the CVs and contact references.

*  Conduct preliminary sifting interviews to identify applicants who are not suitable for the job, although
they meet all requirements.
Assess/Tes! candidates who have applied for senior positionsfto ensure the best candidate is chosen.
Conduct interviews with shortlisted candidales.
¢ Offer employment in writing to the selected candidate(s).

Screening as part of the selection procedure
= Check application documents against the requirements of the job.
*  Candidates who meet the minimum requirements are separated from others.
* Do background/credit/reference checks of applicants who qualify for the job,
*  Prepare a shorllist of suitable candidates after screening.

Purpose of an interview
= Todelermine a candidate's suitability for the job.
Obtains information about the strengths and weaknesses of each candidate.
Evaluate the skills and personal characteristics of the applicant
Helps the employer in choosing/making an informed decision about the most suitable candidate,
Matches information provided by the applicant to the job requirements.
Creates an opportunity where information about the business and applicant can be exchanged.

Role of the interviewer before the interview

Book and prepare the venue for the interview.

Inform all shortlisted candidates about the dale and place of the interview.

Set the interview date and ensure that all interviews take place on the same date, if possible.

Notify all panel members conducting the interview about the date and place of the interview.

The interviewer should develop a core set of questions based on the skills/knowledge/ ability required.
Check/read the application/verify the CV of every candidate for anything that may need to be
explained.

*  Plan the programme for the interview and determine the time that should be allocated fo each
candidate.
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Role of the interviewer and interviewee DURING the interview

Role of the INTERVIEWER during the interview

Role of the INTERVIEWEE during the
interview

» Allocate ihe same amount of time 1o each
candidate.

s Introduce members of he inteniewing panel to
each candidalefinterviewee.

«  Make the interviewee feel al ease.

»  Explain the purpose of the interview 10 the panel
and the interviewee,

» Record inlerviewees' responses for future
reference.

« Do nol misinformimisiead the inlerviewee.

«  Avoid discriminatory/controversial types of
questions, e.g. asking a female candidale aboul
tamily planning/having children.

« Provide an opporlunity for the intendewee to ask
questions.

«  Close the interview by thanking the inlerviewee for
attending the interview

Greel ihe interviewer by name with a
solid handshake and a fiendly smile.
Listen carefully to the questions before
respanding.

Make eye contact and have good
posturefbody language.

Show confidence and have a posilive
attitudefbe asserive.

Pe inquisitive and show interest in the
business.

Ask clarity seeking quesiions.

Show respect and treat the intenvew
with its due importance.

Be hanest about mistakes and explain
how you dealt with it

Know your strengths and weaknesses
and be prepared to discuss it

Thank the interviewer for the
upportunity given 1o be part of the
interviews.

Meaning of an Employment Contract

Aspects that should be included in an employment contract

Employment contraciis an agreement between the employer and the employee and is legally binding.

Personal details of the employee.

Details of the businessiemplayer such as the name and address.

Job title/Position

Job description such as dutiesiresponsibilities and working conditions
Job specification such as formal qualificationsiwilingness to travel,

Date of employment/Commencement of employment.

Flace where employee will spend most of hisfher working time.

Hours of work such as normal time and overtime.
Remuneration such as weekly or monthly pay.
Benefits/Fringe benefits/Perks/Aflowances.

Leave such as sickimatemityfannualiadoption feave.

Employee deductions such as compulsorynon-compulsory.

Duration/Petiod of employment contract/Details of ter

contract.
Prebation period.
Signatures of both the emplayer and employee.

List of documents that form parl of the coniract such as the appoin

mination/Expiry date of an employment

Distiplinary policy such as rules and discipiinary procedure for unacceptable behaviour
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Legal requiremants of the employment contrack

- &4 u @

The employer and employee must both sign the conlract,

Employer and employee must agree lo any changes 10 the contracl.

No party may unilaterally change aspecis of the employmenl conlract.

The remuneralion packagefncluding benefils must be clearly indicated.

It may not contain any requirements {hat are in confiict with the BCEA.

The employment contract should include a code of conduct and code of ethics.

Aspects of the employment contract can be reneguiiated during the course of employmant.

The employer must explain the temns and condilions of the employment contract to the employee.
Conditions of employment/dutiesiresponsibilifies of lhe employses must be stipulated cleary.

Al business policies, procedures and disciplinary codesfrules can form part of the employment
contract.

The employer must allow the empioyee 10 thoroughly read through Lhe contract before it is signed.

Reasons for terminating an employment contract

. v = 8

The employer may dismiss an empleyee for a valid reason{s) such as unsatisfactory job
performanceimisconduct,

Employer may no longer have work for redundant employeesicannot fulfil the contract
restructuring.

The employer may ratrench some employees due to insolvencyimay not be abls to pay the
employees.

Employees may decide to leavefresign voluntarily for better job opportunities.

An employee may have reached the pre-determined age for retirement.

Incapacity of an emplayee fo work due to ilinessfinjuries.

By a mutual agreement hetween the employer and employee,

The duration of the employment contract expiresfcomes to an end.

INDUCTION
Meaning of induction

New employees are familiarised with their new phiysical work environmentiorganisational
cutturefproducts and sevices.

New employees are informed about the processesiprocedures of the business.

New employees should have a basic knowledge of whal is expected in the job. fUnderstand his role
and responsibilities in his new job.

New employess must be well conversant with the business safety regulations and rules.

Purpose of induction

Introduce new employees io managemenlicolleagues to establish relationships with fellow colleagues
at different levels.

Give new employees a lourfinformation about the layout of the buiding/office

Make new employees feel welcome by intraduging them lo their physical work space.

Improve skills through in-service lraining

Familiarise new empioyees with the organisaiional structureftheir SUpEnisors

Allow new employees the apportunity to ask questions that will put them al gasefreduce
insecurityfanxiety/fear.
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= Workers only stay with the business for fringe benefits and may not be committed/loyal to the
FRINGE BENEFITS tasks/business.
Examples of fringe benefits in the workplace | = Businesses have to pay advisors/attorneys to help them create benefit plans that comply with
*  Medical Aid Fund/Health Insurance Fund : 3 legislation.
Pension Fund = Errors in benefit plans may lead costly lawsuits/regulatory fines.
Provident Fund

Funeral benefits

Car/Travel/Housing/Cell phone/Clothing allowance
Performance based incentives

Issuing of bonus shares

Staff discount/Free or low cost meal/Canteen faciliies

IMPLICATIONS OF ACTS ON THE HUMAN RESOURCES FUNCTION
Implications of the Employment Equity Act on the Human Resources function

= Equal pay for work of equal value.
= Ensure that affirmative action promotes diversity in the workplace. '

*  The human resource manager must treat employees fairly and promote/provide equal opporfunitiesin |
the workplace,

Retrain/Develop/Train designated groups through skills development programmes.

Define the appointment process clearly to ensure all parties are well informed,

BENEFITS REQUIRED BY THE LAW
Unemployment Insurance Fund (UIF)

= The employer and the worker each contribute 1%

4 ; it *  Compile employment equity plans that indicate how they will implement affirmative action, |
:: ap :{] :eer:: nﬁsu: Pay unemployment insurance conlrbuions of 2% of the value of B Wilkats =  Assign a manager to ensure that the employment equity plan will be implemented/regularly monitored. |
. s : = Display a summary of the Act where employees can clearly see il/have access lo it [
*  The fund also assists the depem_ianls ?f a contributing worker who has died. *  Report to the Department of Labour on the progress in the implementation of the equity plan.
*  The fund offers short-term financial assistance to workers when they become unemployed or are * Conduct medicalipsychological tests fairy to employeesiwhen deemed necessary. |
unable fo work due to illness, matemity or adoption leave. *  Ensure that the workplace represents the demographics of the country at all levels,
*  Contributions are paid to the Unemployment Insurance Fund (UIF) or the South African Revenue *  Restructure/Analyse current employment policies/practices/procedures o accommodate designated :
Services (SARS), groups.
Implications of the Basic Conditions of Employment Act (BCEA) on the Human Resources function
IMPACT OF FRINGE BENEFITS ON BUSINESSES
Positives/Advantages *  Workers must receive double if they work during public holidays/Sunday.
*  Atraclive fringe benefit packages may result in higher employee retention/reduces employee *  They must have a break of 60 minutes after five hours of work.
turnover. »  Businesses should not employ children under the age of 16.
*  Aftracts qualified/skilled/experienced employees who may positively contribute towards the business = Workers can take up to six weeks paid sick leave during a 36-month cycle
goals/objectives. * Workers should only work 9 hours per day in a 5 day work week /8 hours per day in a 6 day work '
*  Improves productivity\ resulting in higher profitability. week./Overtime should not exceed 10 hours per week.
* Itincreases employee satisfactionfloyalty as they may be willing to go the extra mile.
*  Businesses save money as benefits are tax deductible. Implications of the Labour Relations Act on the Human Resources Function ‘
= Fringe benefits can be used as leverage for salary negotiations. *  Promotes resolution of labour disputes.
= Protecls the rights of employees/employers as outlined in the Constitution, |
Negatives/Disadvantages *  Advances economic development/social justice/labour peace.
* Businesses who cannot offer fiinge benefits fail to attract skilled workers. ) *  Provides for unresolved disputes to be referred to Labour Courls/Labour Appeal Courts.
*  Businesses which offer employees diﬁergnl benefi plans may create resentment to those who receive *  Promotes orderly negotiations and employee participation in decision making in the workplace.
less benefit resulting in lower productiviy. *  Workers cannot be easily dismissed as bargaining council/Commission for Conciliation, Mediation and
*  Itcan create conflictlead to corruption if allocated unfairy, Arbitration (CCMA) processes need to be followed.
= Fringe benefits are additional costs that may result in cash flow problems. *  Provides a framework for bilateral meetings where employees, rade unions and employers discuss
*  Emors/Mistakes in benefit plans may lead to costly lawsuits/regulatory fines. matters relating to employment. ) |
*  Decreases business profits, as incentive/package/remuneration cosls are higher, * The human resource manager should allow workers to form workplace forums/rade unions to
*  Adminisirative costs increase as benefits need to be comectly recorded for tax purposes. promole the interests of all emp loyees,

*  Clarify the transfer of contracts of employment/f a business is transferred to another owner then the
employee contracts are also transferred,
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Create opportunilies for new employees lo experienceexplore different departments.

Explain safely reguialions and rules, so that new employees wil understand their rolefresponsibifities
in this regard.

Ensure lhal employees understand their rolesiesponsibiliies so that they will be more
efficient/productive.

Communicale information about the producisfsenvices offered by the buswiess

Communicate busingss policies regarding elhicaliprofessional conductiprocedures/employment
contract/conditions of employment, elc.

NOTE: Businesses use the purpose of induction to draw up the induction programme.

Aspects to be included in an induction programme

. ® A ¥ B & &

Inkraduclion to key people and immediale colleagues.

Safety regulations and rules.

Qverview of the business,

Tour of the premises.

Discussion of fhe employment contract and conditions of service.

Discussion of employee benefits

Information about the business products/senaces.

Meeting with senior management who will explain the company's vision/value descriplions{dally tasks.
Conditions of employment, .. working hoursfeave application processfdisciplinary procedures, ete.
Adminisiration details on systems/processesfogisics.

Discussion of personnel policies, e.g. making private phone callsfusing the Intemel, etc.

Corporate social responsibility programmes.

Benefits of induttion

Allows new empioyees to setlle in guickly and work efiectively.

Ensures thal new employees understands ruies and restrictions in the business.

New employees may establish relationships with feflow employees al different levels.

Make new employees feel 3l ease in the workplace, which reduces anxietyf insecurityffear.

The resuils obtained during the induction process provide a base for focused training.

(ncreases the quality of performance/productivity which promotes the effective use of working
methoda/resources.

Minimises/Decreases the nead for on-going training and development.

Employees will be familiar with the organisational structure, such as who are their immediate
supervisorsflow level managers.

Opporunities are created for new employees i expeniencafexplore different departments.

New employeas will undersiand Lheir rolefresponsibiliies conceming safety regulaions and rules
New empioyees will know Lhe layout of the building/factory/cffices which saves production time.
Leam more about the business so that new employees understand their roles/ responsibilities lo be
more efficient.

Company policies are communicated, regarding conduct and procedures/safety and
securityflemploymment contract/conditions of employmentiworking hoursfleave.

Realislic expectations for new employees as well as the business are created,

New employees may fee! part of the team resulting in positive morale and motivation.

Employees may have a betier understanding of business policies regarding ethical/professional
conductproceduresfCSR.
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e Reduces the siaff lumover as new employees have been inducted property
NOTE: Businesses must benefit from inducting new employees. Do not confuse the purpose
of induction with the benefits.

PLACEMENT
Meaning of placement
o Selected candidates are placed where they will funclion oplimally and add value to lhe busingss.
» A specific job is assigned to lhe selected candidate.
»  The qualificationsiskils/personalily of the selected candidate is matched with ihe reguirements of the
job.

Placement procedure
«  Employer shouid outling specific responsibililiestexpectations of the empioyee new position.
s The employer should determine the relatienship/similarities between he expeclations of the position
and the compelencies of the employee.
«  Delemine the employee’s strengthsiweaknessesfskilsf interests by subjecting him to various
psychometric tests.

The importance of trainingfskills development in HRM

The employee who receives the necessary training is mare able to perform in their jo.

The investment in raining that a company makes shows employeas that they are valued.

An effective training program allows employees to strengthen their skills.

Productivity usually increases when the human resources function implements kraining courses.
Ongoing training and up skilling of Ihe workforoe, encourages crealivty.

SALARY DETERMINATION METHODS
DISTINGTION BETWEEN PIECEMEAL AND TIME-RELATED SALARY DETERMINATION

FIECEMEAL TIME-RELATED

e Workers are paid according to the number of Workers are paid according to the amount of
itemsf units produced faction performed. timefhours they spend at workion a lask.

e Workers are not remuneraled for he number of \Workers with the same experience/qualifications
hours worked, regardless of how long il takes are paid on salary scales regardless of the

thermn to make the items amount of wark done.
=  Mosily used in factories particularly in the »  Many private and public sector businesses use his
{extiletechnology industries. method

LINK BETWEEN SALARY DETERMINATION AND THE BCEA
+  BCEA outlines legalifies, such as the employment ocontract, which may affect salary determinatian,
»  Payment of salaries should be based on whether the employee is permanent o employed on a fixed
contract
« The BCEA sets out conditions that ensure fair labour and human resources practices.
»  According to the BCEA, husinesses may use difierant remuneration methods lo pay their employees.
« PBusinesses are supposed to deduct income lax (PAYE) from the employees' taxable salaries.

Page | 46




Downloaded from Stanmorephysics.com

GRADE 12 REVISED DBE NOTES 2025
TERMS AND DEFINITIONS
TERM DEFINITION

Business ethics Ideas about what is morally

Ethical behaviour Acting in ways consistent
good values. -
A procedure/rule employed or foll ess in the uit of its
objectives.
Describes the internationally 2

society has of people’s conduct

Business practice

Professionalism

workplace. il
Tax evasion When a business does not declare all their is
of paying less tax. o L T

The exercise of ethical and effecli':ré leadership by thP: l;oard of
governors of a business towards achieving good performance/ effective
control/sustainability and profitability.

Corporate governance

Accountability Holding directors and officials responsible to stakeholders for their
decisions and action.
Transparency Directors and managers are expected to operate in a manner that is easy
for stakeholders to understand what actions are performed.
Responsibility The legal and moral obligation of the business in relation to the
economic, social and natural environment within which it operates.
INTRODUCTION

Many businesses create specific ethical codes that guide their operations and how their processes impact
stakeholders overall. These ethics may help businesses to maintain specific standards of accountability,
responsibility, professionalism and more as they navigate through challenges and different day-to-day
circumstances. By maintaining these guidelines in their workplace, often experience a variety of significant
benefils that can improve the lives of employees, customers, leaders and the general public.

Meaning of ethical behaviour
= Refers to acting in ways consistent with what society and individuals think are good values.
«  Ethical behaviour is expected from every employee in the business.
= It means that the highest legal and moral standards are upheld when dealing with stakeholders.

Meaning of ethics
= Sel of standards of expected behaviour between the employer/ employee/business partners.
= Sel of values that are morally acceptable when conducting business.
«  Business praclices that are acceptable to society/group/ community.

« Inherently forms part of the employees' code of conduct.
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Focus is on developing a moral compass fo use in decision making. [

Seeks to avoid harm while promoting benefit {0 others.

Examples of ethical and unethical business practice

ETHICAL BUSINESS PRACTICES

UNETHICAL BUSINESS PRACTICES

Using fair advertising

Not using child labour

Treating all employees equally

Paying fair wages

Operating within the law

Business deals are conducied openly

Not engaging in illegal business practices
Ensuring that the environment is not polluted.
Adopting codes of good ethical practice.
Establishing corporative social responsibility
initiatives.

Encouraging employees to adopt ethical behaviour,

Clients and employee's information is not
disclosed/used for the benefit of the business.

Shareholders and employees' personal interest and
business interest do not conflict with one another.

Unfair advertising

Pricing of goods in rural areas
Taxation/Tax evasion

Paying employees unfair wages
Disobeying the law

Using bribery to gain business

Engaging in illegal business praclices
Polluting the environment |

Starting a venture at the expense of
someone else |

Meaning of professional behaviour

Professionalism is the term used to describe a certain standard of behaviour/ a specific level of
competence and adherence to an ethical code of conduct.

Itis a behaviour suitable for a job/profession done for payment. '

Itincludes showing respect for others/take responsibility for your work/performing according to a job '

description etc.

Refers to what is right/wrong/acceptable in a business.

Applying a code of conduct of a profession or business.

Includes guidelines on employees' appearance/communication/attitude/responsibility, etc.
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Implication of the Skills Development Act {SDA) on the Human Resources function

Contribute 1% of their salary bill to the Skills Developmenl Levy/SOL.

Ensure training in the workplace is formalised /structured

Appoinl 3 fullipart lime consultant as a Skills Development Facilitatar.

Assist managers in idenlifying skillsftraining needs ta help them fo introduce [eamerships.

The human resources manager should inferpret the aims and requirements of the SDA and adapt
workplace skills training programmes accordingly.

ldenlify the training needs of the employees and provide hem with traiming opportunilies 5o that they
will perform their tasks efficiently.

Use lhe National Qualificalion Framework/NQF to assess the skills levels of employees.
interprelimplement the aims/frequirements of the framework for the National Skiils Development
Strateqgy.
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PAPER 2
BUSINESS ROLES
TOPIC 3: ETHICS AND PROFESSIONALISM

CONTENT DETAILS FOR TEACHING, LEARNING AND ASSESSMENT PURPOSES

Learners must able to:

Define/Elaborate on the meaning of ethicai behaviour.
Give practical examples of ethicat and unelhical behaviour, e.g., using fair vs. unfair advertising
techniques, tc.
Define/Elaborate on the meaning of professianal behaviour,
Give practical examples of professional and unprofessional behaviour, e.g., good use of wark time
and abuse of work time, etc.
Qutling the differences/Differentiate/Distinguish between ethical and professional behaviour,
Explain how businesses can apply he King Code principles of lransparency, accountabiiity and
responsibility for good corporate governance 10 improve ethical business conduct,
SuggesiRecommend ways in which professional, responsible, ethical and effective business practice
should he conducted, e.q., paymen of fair wages, providing quality goods and services, not slarling a
business venture at someone gise's expense, efc.
|dentify the following types of unethical business practices from given scenariosfstatements:

o Unfair advertising

o Pricing of goods in rural areas
o Taxation/Tax evasion

Explain how the above-mentioned types of unethical business practices pose chailenges to
businesses.

Recommend/Suggesl ways in which businesses could deal with the above-mentioned types of
unethical businesses praclices.

idenlify Ine following types of unprofessional business practices from given scenarnios! statements:
o Sexual harassment
o Unauthorised use of workplace funds and resources
o Abuse of work time

Explain how Ihe above-mentioned types of unprofessional business practices pose challenges 1o
businesses.

Recommend/Suggest ways in which businesses couid deal with the above-mentioned types of
unprofessional business praclices.
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Examples of professional and unprofessional business practice

Professional business practice

Urgp_rqusf_jlgg_a_! business pragtice

Goad use of work time

Trealing all people the same.

Using polite language to colleagues.

Keeping clients details confidential/Not using clients’
information for personal gain,

eople Specia urs.
ent W
mber 5 worked,
of business resources.

information/using clients'
rsonal gain.

Differerices hetween ethical behaviour and professional behaviour

-

<
!
5

ETHICAL BEHAVIOUR

PROFESSIONAL BEHAVIOUR

Refefs to the principles of right and wrong/acceptable in
society.

Refers to what is right/wrong/acceptable in a
business.

Conforms to a set of values that are morally acceplable.

Professional behaviour is a certain standard of
behaviour/specific level of competence that
adheres 1o an ethical code of conduct.

Forms part of a code of conduct to guide employees to
| act ethically.

Applying a code of conduct of a profession or
business.

Fncu#es on developing a moral compass for decision
making.

Focuses on upholding the reputation of a
business/profession.

Involves following the principles of right and wrong in
business activities/practices/dealings.

Includes guidelines on employees’
appearance.fcommunicationfamtude!msponsibilily
, Blc.

Ways il‘l which businesses can apply King Code principles for good corporate governance

Transparency

¢Ecisinnsmclions must be clear to all stakeholders.

eeting (AGM).

Staffing and other processes should be open and transparent.
l%mplnyeestShareholders.fDirectors should be aware of the employment policies of the business.
Auditing and other reports must be accurate/ available to shareholders/employees.

Regular audits should be done to determine the effecliveness of the business.

Husiness deals should be conducted openly so that there is no hint/sign of dishonesty/corruption.
Husinesses should give details of shareholders' voling rights to them before/at the Annual General

. 'mm board of directors must report on both the negalive and positive impact of the business on the

community/environment.

*»  The board should ensure that the company's ethics are effeclively implemented.
|
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Accountability

There must be regular communication between management and stakeholders.

Businesses should be accountable/ responsible for their decisions/actions

Company should appaint internal and extemal auditors to audit financial statements.

The board should ensure that the company's ethics are effectively implemented.

Businesses should present accurate annual reports to shareholders at the Annual General Meeting
(AGM).

Top management should ensure that other levels of management are clear about their roles and
responsibilities to improve accountability.

Responsibility

The business/ board should develop and implement programmes that should be aimed at protecting
the communities in which they operate.

The business/ board should develop remedial programmes to protect the environment for example,
reduce air and water pollution.

Ways in which professional, responsible, ethical and effective business practice should be conducted

Mission statement should include values of equalityfrespect.

Businesses should develop equity programmes/promotes strategies to ensure that all
employees are treated equally regardless of status/rank/power.

Treat workers with respect/dignity by recognising work well donefvalue of human capital.

Plan properly and put preventative measures in place.

Pay fair wages/salaries which is in line with the minimum requirements of the BCEA/Remunerate
employees for working overtime/during public holidays.

Engage in environmental awareness programmes/Refrain from polluting the environment, such as
legally disposing of toxic waste.

Refrain from starting a venture using other businesses' ideas that are protecied by law.

Business decisions and actions must be clearfiransparent to all stakeholders.

Businesses should be accountable /responsible for their decisions and actions/ patent rights.
Hire honestitrustworthy accountants/financial officers with good credentials.

Regular/Timeous payment of taxes.

All workers should have access to equal opportunities/positions/resources.

Ensure that employees work in a work environment that is conducive fo safety/

faimessffree from embamassment.

Employers and employees need to comply with legislation with regard to equal
opportunitieshuman rights in the workplace.

Businesses should develop equity programmes/promote strategies to ensure that all employees are
treated equally regardless of status/rank/power.,

Training/Information/Business policies should include issues such as
diversity/discrimination/harassment.

Employers should respond swiflly and fairly to reported incidents of discrimination in the workplace.
Orders/Tasks should be given respectfully and allow the recipient/employee to have a say in the
manner in which the task should be performed.

Draw up a code of ethics/conduct.
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»  On-going development and training for all employees.
» Performance management systems/Appraisals shouid be in place,
o Adequate intemal contrals/monitoring/evaluation.

Types of unethical business practices and examples

TYPE QF UNETHICAL/BUSINESS EXAMPLES
PRACTICES
Unfair advertising — Giving goods deceplive names/False |abelling.

$Seliing second-hand goods as new goods.

Exaggeraling the merits of the productFalse oromises
Using fine print to conceal impartant information.
Criticising competitors goods.

Exploitations of children's Jack of understanding.

Misuse of people wilh disabilities in advertisements.
Advertising that encourages violence, Advertising goods al
a very low price to attracl customers but when the
customer reaches Ihe store the ilem is no langer there/Bait
and switch.

Advertising a product showing additional items, bul do not
clearly staie that these items are excluded.

Pricing of goods in rural areas

(nflating prices
Charging higher for goods of inferior quality in rural areas.

Taxation/Tax evasion

Businesses that do nol deciare ali their income k& SARS.
Falsifying the business financial statements.

NOTE: You must be able te identify the above-mentioned types of unethical husiness practices from

given statements and scenarios
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Challenges posed by Lhe abo d typas of hical busi practices AND 14 deal with the ab d types of hical
husinasz practicas
UKETHIC AL BUSINESS CHALLENGES STRATEGYRECOMMENDATION
FRACTICE

1. Unifair Advertising

Unfar advartsements could be harmbl (o consumers

Tha use of falsa or misleading statements an adverising leadng
I6 misfepresentation of fhe cancarnad produd, which may
negalively atfect pansumers.

Busingsses can make unwse adveriang choices when they
ate under pressure to increase their profits.

2ome advertrsamants may be regarged as deonminalory
bacause they excludeRarget some sectons of the poputabon.
Deseptive advertising can violate the \rust of consurners and
datroy business relationships.

Busingss shoukd be encouraged to kee ptherr
acvertising fair and in kine with {he comstitubon
Businessas must know and undarstand the Code
ol Advertising as datermined by the Adverismg
Standard Authanky [A541 and apply s
regulaliomns.

shoukd be honastieqal and nol
abuse s feustiack of
Adverbserments sheuft nod contan anyrng s
15 diSChmi 1 cause et

act of vialence.

2. Pricing of goods in
rural areas

Gome businesses in the rural areas explod therr tustomers by
atiding much more than necessary 10 1heir prices

Business may form monopehes in rural ateas and increase 1hair
prices urilaterally.

1t maty be common practce bo pay higher pces for gonds of
irferiar quality in rural areas.
Businesses may experience a dading in sales due 10 high cosls
added to the grice of the fmal preduct.

Soma stock may became obstiete due L Tow 1ate of stork

ul juped numbar of ¢

Chargng ragh prces may impact negabvely on the business
imane which may resuit in reduced number of customers.

"Work together wih suppliers 1o share debeary
COSES Lo r&MOtE rural areas

Pusunessas can buy in bulk o get 3 discount to
ayewd chargeng high prices.

Charge fiur market related Aawatiordable pneas
Tor goods ard services.

Ayt unethical business practices fo abract
custormer loyaky.

A business may bbby with ¢lher Businesses n
1he arga 1o CoNVInGA OVEMTIAL 10 IMprove
irfrastructure in the rurat area

Investigate cost-etfechve ways of anspodting
productsiHire a large etk i combne ddwenss
1o shop gwners in the same area

3. Tax avasian

Businaseas may pay heavy fines tor evading tax.

AT needs > be charged on VAT-able items.
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UNPROFESSIONAL
BUSINESS PRACTE

CHALLENGES

STRATEGIESIRECOMMENDATIONS

Sexual harassment

- The affected party may Say away requlary from
winrk,
Businesses could lose femake employess and
atieact/retain less female applicants.

- Sexusl harassment causas
e iligtion and negatively affacts
wiyk relations in the workplace

= Awichm may be seversly Taumelpsed, and this
may affect oher ampinyees’ emotonally

- The affected party 15 noftaky reluctant to report
the incdent due to fear of victimisaban which can
recluce productivity.

Provide a framework far cortective agion
Educate amplayees on sexual harassment matters.
Fomiylate a policy regarding sexual harassment

I wntermal compd and drscipi
procadures.
Ensura compliance with the lawiasiness coda of conduct
Ensure that all amployees ane kamiliat with the code of
ethics of sexual abuse.
Create a gond wiking envirenment where 2 amployess’
rights and dignity are respected.
Irternal investigation should be done in order to

ina tha seri ofihe h

Sengus tasesh on sexual shenld ba
reparted o the apppnate insititians such as the South
African Police Sefvices (SAPF

Abusa of work lime

It may st /i empioyees’ OfEn Jtasing work
tima.

Abuga of work time could resultinlosing
EUStDMErs oF not mesting deadlines.

Wasting Gme costs 1he business money and
affects produchivity.

Abuse of work trme sl in & decling in profits
which could damage the financal wealih of the
busness,

Effective customer seraces may nod ba rendered
resulting in the negatrve 1mage of the business.

Speak directly to fhose emgloyaes whe abuse wolk Wme
Monator employees on regular bases ko ensure hat tasks
are completed an fime.

Make smployeas aware that proiit will decrease
resulting 10 l8ss incentves/bons pay-Outs

The e of conductietics should contain claar rules.
about abuse of work hima.

A husinags should conduct training on the contents of
Ihve cocle of conduct! elwes

The code of conductethics shovkd be signed by all
amployses 50 that they are awara of s canfents
Structure warking howrs in such a way that employess
have freeflexdle fima for personal matters.

Create 2 oulbae of responsibibtyistrengthen team sputn
order for all employees 1o feel respoasible for what has to
be achieved.

Unautharisad use of
workplace funds and
MESCUICES

+ Fraud intreases tha cost of deang business and
underming the campetitenenass of a business

- Discourages investons a5 fraud and corruption
incraases the nsk of imvesiment.

« The business ean expesience substarhal less d it
goas unchecked.

Conduct regular audis
Identify risk areas! vulnerable areas
Educate employees about the impact of fraud
p Traud Iralagi
Limit the nurnber of empleyees hawng 2ccess o busingss
funds/assets.
Fraud prevention should be a colective responsitility of
business and workers.
Cleat pocies should ba in place so that employees are
aware of what is cons«dered 10 be Iraud
Sat up systems 1 the oeganisation for the reporing o

fraud and comuplion.
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TOPIC 4: CREATIVE THINKING J
CONTEIJT DETAILS FOR TEACHING, LEARNING AND ASSES!
PROBLGEM-SOLVING
Leamere!, must be able to:

. efine/Elaborate on the meaning of problem-solving and d
° lain/Differentiate/Distinguish between problem-solving an
«  Identify/Name/Outline/Explain/Discuss the problem-solving
= Apply the problem-solving steps from given scenarios/case sludies.
= |dentify/Name the following problem-solving techniques from given scenarios/statements:
| o Delphi technique
o Force field analysis
| o Brainstorming
o Nominal group technique
. l{ixplaimAd\.'ise businesses on how they can apply the above-stated problem-solving techniques to
solve complex business problems.
»  Discuss/Evaluate/Analyse the impact (positives/advantages and/or negatives/ disadvantages) of the
above-stated problem-solving fechniques.
CREATI;E THINKING
efine/Elaborate on the meaning of creative thinking.
. ﬁxp!ain the benefits/advaniages of creative thinking in the workplace.
»  Explain/Recommend ways businesses can create an environment that promotes creative thinking in

the workplace.

|
TERM . . DEFINITION =~ _
Creative To be original, inventive, or resourceful.
Generate To produce or create.
Crealivity/ Innovative  |ideas featuring new and original methods.
Crezétiue thinking The abilify to think of original, varied new ideas or new approaches
Decision-making Process of analysing a situation to identify strategies to bring about change.
Pmblem Experiencing uncertainty or difficulty in achieving what we want to achieve.
Problem-solving Gathering facts that include problem findings and problem shaping.
Prol}lern—solving Various problem-solving techniques which businesses used to solve business
techniques related problems.
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PROBLEM SOLVING
INTRODUCTION

The importance of problem-solving skills in the workplace is crucial and requires special attention. Every
business and has its own unique problems that must be addressed. From entry-level to senior management,
every one of your employees will face challenges. Therefore, it's important that employers must recruit leaders
with excellent problem-solving skills, especially for roles that require dealing with complex business challenges,
tight deadlines, and changing variables.

Meaning of Problem Solving

= Itis the process of analysing a situation to identify strategies that can be used to change the situation.
Problem solving requires creative thinking.
s Problem solving is a mental process that involves problem finding, which is the ability to idenfify the
problem.
o It also involves problem shaping, which is the ability o break-down the problem in such a way that a
clear solution can be found.
Meaning of Decision Making

= Decision making is a choice made by using one's judgement.
= Itis also aimed at finding a solution fo a problem by choosing a best solution or course of action.

Differences between Problem Solving and Decision Making

DECISION MAKING PROBLEM SOLVING

-Itis often done by one person/a member of senior -Problems can be solved by a group/ team or an
management who makes it authoritarian. individual team member.

-Various alternatives are considered before deciding on -Alternative solutions are generated/ identified
the best one. and critically evaluated.

-Itis part of the problem-solving cycle as decisions need to | -Process of analysing a situation to identify

be taken in each step. strategies to bring about change.

Problem solving steps

s |dentify the problem.

«  Define the problem.

s |dentify possible solutions/alternatives to the problem.
= Evaluate the alternative solutions.

= Choose/Select the most appropriate altemative.

e Develop an action plan.

e Implement the suggested solution/action plan,

«  Monitor the implementation of the solution/action plan.
=  Evaluate the implemented solution/action plan.
NOTE: Steps can be in any order
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Application/Discussicon of problem-solving steps
Identify the problem

e Acknowledge thal there is a problem.

« Identify the exact problem.

e Break down the problem inlo smaller parts lhat are easier solve separately.
Define the problem

Name the problem by stating exaclly what the problem is.

Find different ways of defining the problem.

Define the possible causes of the problem.

The nature of the problem must be precise.

Gather as much information as possible io establish the cause of the problem.

Identify possible solutionsfalternatives to the problem

Identify all different possible solubions.
Use creative thinking stralegies to generate a wide range of solulions.
Focus on generaling as many ways as possible through using creative thinking.
«  Collect as many ideas as possible and find the best idealdecide on one stralegy to follow.
Evaluate alternative solutions

s Use critical evaluation and analylical skills to evaluate gach solution.
» Consider the advantages and disadvantages of each alternative solution.

Choose/Selact the most appropriate altemative/solution

«  Sel crileria for the best solution, in lerms of aspects such as time/castiisk involved
» |dentify which solution will be used

»  The best solution should match the size and ihe resources of the business.

« [fthe solution is not appropriate, the business should go back to defining the problem.

Develop an action plan

s Amange the necessary resources and delegate tasks.
«  Establish a imeline for implementation and sel deadlines

Implement the suggested solutionfaction plan

=« Camy oul the planned actions/sohution.
+« ommunicate delegated lasksfdeadlines 1o employees.

Monitor the implementation of the solutionfaction plan

e Test the aclion plan/solution continuously to improve its effectiveness.
e Check/Track if progress made is in ling with the objectives of the action plan.
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Evaluate the implemented solutionfaction plan

»  Assess whether the problem has been solved pastially or entirely

o Test the solulienfaction plan conlinugusly

«  If problems emerge, ihey musl recognise and re-formulate the problem for improved solutions in (he
future.

PROBLEM SCLVING TECHMIQUES

Delphi technique
Force figld analysis
Brainstorming
Nominal group lechnique
NOTE: You only need to focus on tha above-mentioned problem-solving techniques

DELPHI TECHNIQUE
Application of the Delphi technique

»  Businesses must invite a panel of experts lo research the comglainis from customers.

»  Experts do nol have {o be in one place and will be contacted individually.

o Design a queslionnaire consisting of questions on how lo imprave the quality of their products and
distribute it to the panel membersfexpens,

= Request the panel o individually respond Lo the questionnaire/suggest improvements to lhe products
and retumn if to the business

e Summarise the respenses from the experts in a feedback reporl.

»  Send the feedback reporl and a second set of questionsfquestionnaire based on [he feedback report
to the panel members.

»  Request panel members lo provide further inputideas on how lo improve the quality of products after
they have studied the resulls/documentation.

s Distribute a third questionnaire based on previous feedback from the second round.

«  Prepare a final summaryffeedback report wilh all the methods fo improve the quality of the business's
products

« The business should choose the best solutiondproposal afler reaching consensus.

Impact of the Delphi technigque

Positives/Advantages
*  Businesses may use a group of experls without bringing them togelher.
= The experts will give the business dear ideasfsolutions an how Lo improve an productivity/profitability.
# Information received fram experts can be used t¢ solve complex business problems.
«  Experts may give honesticredible opinions as lhey do not have a directpersanal interesl in the

business.
«  Conflict may be avoided especially if all employees are knowledgeable and well qualified.
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* | Dominaling employees may not take over the process as they do not form part of the problem-so!'ving
process. '

® | Itreduces noise levels in an office environment since there:

Negatives/Disadvantages

= | Itis an expensive technique to use due to high adminish
» | Notall experts are willing/interested to give feedback/co
* | Some experts might not have an in-depth knowledge of ¢
* | Experts' suggestions may not be considered by some
L]

May be time consuming/complicated to analyse data recei

|
FORCE FIELD ANALYSIS
Application of Force-Field Analysis

= | Describe the current situation/problem and the desired situation.

s | List all driving/pros and reslraining/cons forces that will support and resist change.

» | Allocate a score 1o each force using a numerical scale, where 1 is weak and 5 is strong.
* | Weigh up the positives and negatives then decide if the project is viable.

* | Choose the force with the highest score as the solution.

* |Ifthe project is viable, find ways to increase the forces for change.

* |ldentify priorities and develop an action plan.

Impact of the Force-Field Analysis
Posﬁi\?esmdvantagas

{Employees feel included and understood.

iEmpIcryees develop and grow with the business.

It provides a visual summary of all the various factors supporting and opposing a particular idea.
Informed decisions can be made as forces for and against are critically evaluated,

Enables businesses to strengthen the driving forces and weaken the restraining forces.

Businesses are able to have an idea of the timeline required and the requirements of additional
resources.
Negatiﬁleslnisadvantages

Requires the participation of all business units.
o |tistime consuming since the business must stabilise befare more changes can be made.
»  The analysis developed is entirely dependent upon the skill level and knowledge of the group working

on the analysis.

BRAIN%TORMING
Appficat'on of Brainstorming

»  State/Define the business problem clearly, so that all participants/stakeholders understand the
problem.
*  Members state possible causes of the business problems,
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Sel a time limit for each brainstorming session,

Record/Wite ideas down, where all participants can see il. /ldeas may also be shared online during
an E-brainstorming session.

Use each suggestion, to inspire new thoughtsfideas.

Do not judge/criticise/discuss the ideas, so that many ideas could be generated as quickly as
possible.

All members of the group randomly make suggestions,

The group rates ideas according fo its usefulness/success/difficulty/cost to implement.

The group evaluates all ideas and combines similar ones/draw up a refined list.

Discuss a plan of action on how to implement the best ideas.

The impact of Brainstorming

Positives/Advantages
*  People get ideas from others and build on them.
e Stimulates creative thinking in the workplace.
*  Betler solutions are developed through collective contributions.
= Combinations of ideas/improvements can be chosen after all the ideas have been written down.

Employees are mofivated as they are allowed to contribute to problem solving.

Negatives/Disadvantages

Some team members may dominate discussion.

Discussion may result in conflict due to differences in apinion.

Fear of criticism may prevent full participation in brainstorming sessions.

It may lead to 'group think'/some individuals may not give their opinions.

Brainstorming is ime consuming as all stakeholders/employees may generate too many ideas which
can delay decision making.

NOMINAL-GROUP TECHNIQUE

Application of Nominal-Group technique

Encourage group to clearly define the problem/to improve the quality of their products due to various
complaints so that all the small groups can work on the same problem.

The business must divide the employees info smaller groups.

Request each employee to silently brainstomm Igenerate many ideas on hisiher own, on how the
quality of the product can be improved and to write it down.

Each employee in the small group has the opportunity to give one of his/er idea/solution with a short
explanation,

Appaint one employee to write the ideas/solutions on a large sheet of paper/ capture solutions
electronically on computer for all to see.

Allow each employee to give a second solution until all possible solutions have been recorded.
Encourage employees 1o ask clarity seeking questions.

Discourage criticism of ideas/solutions as this may prevent others from giving their solutions.
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The business must eliminale ideas lhat are duplicated! similar.

Each employee musl read through all the suggeslions and anonymously rate them giving the highest
paints for the best solution.

Collect the ralings and calculate lotal points.

Small groups must present one solution to the large group that was deemed best according to the
scoresfvotes in their smakt groups.

The impact of the Nominal Group technique

PositivestAdvantages

It provides time to think sbout the question in silence before responding

Woling on the ideas is anonymous and may be more reliablé/onesl.

Strang lechnique for preventing conformity {0 group pressure.

Each team member/directar has a chance to participate without interference from olher team
mernbers.

Everyone in he group is given an oppertunity to contribute o the discussion, while avoiding the
likelihood of one person dominaling the group process.

Enables the group to generate and clarifies a large amount of ideas quickly, and demecratically
privritises them.

it encourages participants to confront issues through conslructive problem SOIVINg.

Negatives/Disadvantages

Smiall groups limil participation and are pre-selected.

It is time constming, as each mermber must make a presentation.

Suggestions may not be as creative as when a group throws ideas around.

Good ideas can be vated out because its polential cannat be developed further.

It minimises discussion, and thus does not aliow the full development of ideas.

Ideasfinputs made by members may not converge and cannot lead lo the same solution {s).

It is hard to implement it effectively with large groups unless very carefully planned beforehand.
Requires extended advance preparation, which means that it cannat be a spontaneous technitue.

CREATIVE THINKING
INTRODUCTION

Constant market changes and increased competition levels compel businesses to promete creative thinking in
Ihe workplace. Creative thinking is important because il allows people to be imaginative and explore 2l olher
possibities of bringing about change in the business. Thinking ¢realively removes the jmils and boundaries
from how processes and procedures currenty operate, encouraging people to continue searching for allernative
ways o compiele tasks or think about concepts. Crealivity encourages people to examine why they do things
in cerlain ways ang nspires them to consider cther ways to uliise available resources
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Meaning of Greative Thinking

»  Creative thinking is the ability to think of original and innovalive ideas.
« It focuses on exploring ideasfgenerating pessibiliies and looking for many answers.

Advantages/Benefits of creative thinking in the workplace

Betier/Unique/Unconventional ideas/solulions are generated.

Complex husiness problems may be solved.

Improves molivation amongst staff members.

Managementfemployees may keep up with fast ghanging lechnology which may lead to an increased

in market share.

Crealivity may lead 1o new invenlians which improves the general standard of living.

= May give the business a compeltive advantage if unusualiunigue solutions/ ideasstralegies are
implemented.

«  Produclivity increases as managementiemployess may quickly generate muliiple ideas which utilises
time and money moare effectively.

o ManagersiEmployees have more confidence as they can live up lo their full potential.

a  Managers will be belter leaders as they will be able to handle/manage change(s) positively and

creatively.

= Managers/Employees can develop a completety new ouliook, which may be applied to any task(s)
they may do.

e Leads to more positive atlitudes as managerstemployees fee! thal they have contributed towards
prohlem solving.

o  Managers/Employees have a feeling of great accomplishment, and they will not resistabstruct the
process once they solved a problemicantributed towards the success of the business.
»  Stimulales iniliative from employeesimanagers, as they are continuausty pushed out of their comfort

zone.

«  Creativity may lead 1o new inventions which improves the general standards of living/altract new
investors.

»  Businesses can continuously improve on preduct development by exploring new ways to enhance
growth.

Ways in which a business can create an environment that stimulates/promote creative thinking

«  Emphasise the impartance of creative thinking lo ensure that al! staff know that managemenl want to
hear their ideas.

«  Make iime for brainstorming sessions to yenerate new ideas such as regular workshopsf generate
more ideas/build on one another's ideas.

»  Place suggestion boxes arcund the workplace and keep communication channels apen for new ideas

o Train staff in innovalive lechniquesicrealive problem-salving skillsfmind-mapping/ lateral thinking.

= Encourage job swops within the organisation/siudying how olher businesses are doing things.

+ Encourage employees to develop/come up with newlunique ideasfalternative ways of
working/doing things.
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|
= Reward creativity by offering reward schemes to em
members for teams/individuals that came up with
fzespond enthusiastically to all ideas and never let an
Make the working environment conducive to creatjyi
levels.

ployees/Introduce incentives forstaff
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PAPER 1
BUSINESS ENVIRONMENTS
TOPIC 5: BUSINESS STRATEGIES

CONTENT DETAILS FOR TEACHING, LEARNING AND ASSESSMENT PURPOSES
Learners must be able to;

»  Qulline/Explain/Describe/Discuss the strategic management process.

e Apply the strategic management process to solve business-related problems.
INDUSTRIAL ANALYSIS TOOLS

= Compile a SWOT analysis of a particular business from a given scenario.
= Name and identify Porter's Five forces model from given statementsiscenarios.
= Explain/Advise businesses on how they could apply Porter's Five Forces model to analyse their
position in the market,
= Name and apply PESTLE analysis factors from given scenarios/statements.
= Explain how PESTLE factors pose challenges to businesses.
= Recommend ways in which businesses can deal with the challenges that are posed by
PESTLE factors.
= Explain/describe/discuss the following types of business strategies:
o Integration strategies
o Intensive strategies
o Diversification stralegies
o Defensive sirategies
= Outline/Explain/Discuss the advantages of intensive and diversification sirategies.
e Oulline/Explain/Recommend/Advise businesses on the steps in strategy evaluation:
o Examine the underlying bases of the business strategy.
o Look forward and backwards into the implementation process.
o Compare expected performance (measure business performance).
o Take comective action where necessary.
o Sel specific dates for control and follow up.
o Decide on the desired outcome as envisaged when strategies were implemented.

T rews | oewmon

Formulation of sirategies To devise/develop a strategy.

Implementation of sirategies | This takes place after the formulation of the strategy and involves all
the aclivities thal are required for putting the strategy into action.

Evaluation of strategies This takes place afler the implementation of the strategy and
determines whether the implemented strategy resolved the
challenge.

Industry analysis toals SWOT, Porter's Five Forces and PESTLE analysis models are used

lo analyse the challenges posed by business environments.
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Suppliers Include factoriesiproviders of goodsiservices that businesses would
obilain/buy from in order to operate their business,

Buyers The final users of the productisenvces,

Competitors All other businesses selling the samey/similar productsfsenices

Substitule product or senvice | Different products/services that satisfy the same needs of consumers
and can be used to replace one another,

New Entrants New businesses that are selling Lhe samefsimilar products entering the
market for the first time.

INTRODUCTION

Effective business strategies ara crucial in heiping the business reach its goals. Busingss straiegies
require adequate time and development before they are put into effect. Understanding why they are
essential for a business can contribute immensedy lowards business grawth. The main purpose of &
business stralegy is to hefp businesses maximise profits and find ways to map progress. Business
strategies help to identify opportunities ane trends Ihal can inform decisions for ihe future. They are also
instrumental in analysing changes in the markel or consumer behaviour so thal businasses can develop
1actics or modify them to generate positive outcomes.

Definition of a strategy
« A strategy is a long-term plan of action to achieve a goal.
= A strategy is a plan of action to address an opportunity or to soive a problem.
o The business needs a strategy 1o achieve its vision and mission.

The strategic management processes
Option 1
» Have a clear vision, a mission statement and measurablefrealistic objectives in place.
« Identify epportuniliesweaknessesfstrengthstthreats by conducling environmental
scanningfsituational analysis.
= Tools available for environmental scanning may include a SWOT analysis/Porter's Five Forces
model/PESTLE analysisfindusirial analysis toois.
+ Fomnulate altemative slrategies to respond to the challenges.
« Develop (an) action plan{s}, including the tasks lo be dene/deadlines to be metfresources to be
procured, efe.
o |mplement selected strategies by communicating it 1o all stakeholdersforganising the business's
resources/motivating staff.
« Continuously evaluale/monitorfmeasure stralegies in order to lake commeciive action.

Option 2
o Review/Analyse/Re-examine their vision/mission statemenl.
« Conduct an environmental analysis using models such as SWOT/PESTLEPorters Five Forces.
« Formulate 2 strategy such as a defensivefretrenchment stralegy.
e Implamenl a strategy, using a lemplate such as an aclion plan.
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« Control/EvaiuatefMonitor the implemented strategy to identify gaps/deviations in
implementation.

» Take corective action 1o ensure goalsiobjeclives are mel.
NOTE: The steps may ba in any order,

INDUSTRIAL TOOLS ANALYSIS
COMPILATION OF A SWOQT ANALYSIS

STRENGTHS (INTERNAL) WEAKNESSES {INTERNAL}

Skilled employees and a strong customer base = High-cosl infrastruciure

Frovide high quality proguct. « High employee lumover

Unigue or ipwest-cost resources = Weak brand portfolio

Sufficient resources o High debts level

Co- competency « Whal are people in your market likely to see
as weaknesses?

« Whal faclors cause loss of sales
= Are your competitors doing any better than
you?

OPPORTUMNITIES (EXTERNAL) THREATS (EXTERNAL)

Corporate tax may increase

Rising pay levels.

Inlense competition.

Increasing fuel price.

Aging population.

Slricter laws regulating environment pollution
Cumency fluctuations.

Changing technology.

Market growih for the business product.

New technology that will enhance quality semvices
and products

Changing customer habits.

Disposable income level will increase.
Govemment's incentives for “specific indusiry
Growing number of pecple buying online {eiectronic
markeiing}

What good opporiuniies can you spol?

NOTE: The SWOT analysis is usually assessed in the form of a scenario as indicated below:

Example of a scenario that requires learners to compile a SWOT analysis

DONGA SOUND {DS)
DS specialises in selting radios and car sound systems. They employ qualified sound engineers. The
husiness does not have sufficient capital to buy and selt sound systems that cater for farge events.
Businesses in the same induslry are closing down due to ineffective marketing campaigns. DS is located
in a high crime area.

An example of a SWOT analysis of Donga Sound DS

STRENGTHS WEAKNESSES
« D5 employs qualified sound » The business does not have sufficient capilai
engineers. to buyfsell sound systems that

s DS spetialises in selling radios
and car sound systems.

OPPORTUNITIES THREATS
» DS is located in a high crime area.

cater for large events.
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:o Businesses in the same industry are closing
| down due to ineffective marketing campaigns. |

|
NOTE: You are required to quote verbatim (as is) fre
marks for writing incomplete quotes or for |

PORTERS’ FIVE FORCES MODEL
| o Powerof suppliers

Power of buyers

Power of competitors/Competitive rivalry

Threat of substitution/substitutes

Threat/Barriers of new entrants to the market -~

NOTE: Ensure that you are able to correctly name

Forces model to avoid losing marks.

APPLICATION OF PORTERS' FIVE FORCES MODEL

Power of suppliers

. | Assess the power of the suppliers in influencing prices

* | Suppliers that deliver high quality/unique/scarce product may have power over the business.

e | The more powerful the suppliers, the less control the business has over them.

* | The smaller the number of suppliers, the more powerful they may be as the choice of suppliers may

be limited.

. : Identify the kind of power suppliers' have in terms of the quality products/servicesireliability/ability to
| make prompt deliveries, etc.
|

Power oli huyers

= | Assess how easy it is for buyers/customers to drive prices down.

= | Determine the number of buyers/the importance of each buyer to the business and the cost of
| switching to other products.

L] !A few powerful buyers are often able to dictate their terms to the business.

* | Buyers buying in bulk can bargain for prices in their favour.

= |If buyers can do without the business's products, then they have more power to determine the prices
|and terms of sale.

= | Conduct market research to gather more information about buyers.

Power of competitors/Competitive rivalry
= | If competilors have a unique product/service, then they will have greater power.
* | Abusiness with many compefitors in the same market has very little power in their market.
. Draw up a competitor's profile so that they can determine their own strength as well as that of
|competitors.
. !Some businesses have necessary resources to start price wars and continue selling at a loss until

isome.fall competitors leave the market.

|
Threat 01 substitution/substitutes
= |Ifthe business's product can be easily substituted, it weakens the power of the business in the
Imarket.
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=  Eslablish whether the sellers of substitute products have improved their product/sell lower quality
goods at lower prices.

= If the business sells unique products, it will not be threatened by substitute products.

= Assess if customers are using substitute products/services and determine reasons for using
substitutes.

Threat/Barriers of new entrants to the market

o  Ifthe bariers to enter the market are low, then it is easy for new businesses fo enter the
market/industry.

= Ifthere are a few suppliers of a product/service but many buyers, it may be easy to enter the market.

= Ifthe business is highly profitable, it will attract potential competitors that want to benefit from high
profits.

= New competitors can quickly/easily enter the market if it takes little time/ money to enter the market.
NOTE: The main aim of Porter’s Five Forces model is to analyse the business position in the
market. This is more of a research study done by businesses. Do not focus on
recommendations as this is not form part of an analysis. You must also be able to identify
Porter’s Five forces model from given statements and scenarios.

PESTLE ANALYSIS
* Political factors

Economic factors

Social factors

Technological factors

Legal factors

Environmental factors
NOTE: Ensure that you are able to name and identify the PESTLE factors from given
statements/scenarios.

CHALLENGES POSED BY THE PESTLE FACTORS AND RECOMMENDATIONS

NOTE: You need to name the PESTLE factor, identify challenges of each factor and recommend ways
businesses can deal with the identified challenges as explained in the table below:

FACTOR CHALLENGES RECOMMENDATIONS
Political e Some government policies may affect | Research recent government policies
businesses = Network and lobby with the NGOs and all
= Consumer rights organisations may consumer rights organisations.
prevent businesses from selling * Trade only with countries that have
products if they do not meet certain favourable trade agreements with the
requirements. government.

= Trade agreements may prevent
businesses from importing some

medicine/products.
Economic e Inflation/interest rates may negatively » Consider decreasing profit margins rather
impact on business. than increasing product prices.
o Loans may be expensive due to high = Borrow maney from financial institutions
interest rates. when interest rates are favourable.
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s Fluctuations in foreign currency may Consider exchange rales when trading with
restnct impart, other cauntries
Social »  Customers may not be able to afford Sell substitulefgeneric products at lower
products due to low-income levelshigh Prices.
unemployment. L eam |ocal languagesiHire employess who
»  Businesses may not be conversant are well conversant with the local language.
wilh the language of their customers.
s Some cuslomers may prefer to spend
their money on medical bills for 1he
treatment of chronic iMnesses.
»  High crime rale may affect the rading
haurs of businesses resulting in
decreased profit,
Technolegical s Busingsses may not keep up witivbe «  Conlinuous research on the latest available
aware of the latest lechnology. technologyfequipment in the market.
o  Employees may not be skilled to »  Train existingappoint new empkiyees o
operate/maintzin new iechnology! maintainfuse new equipmeanl.
equipment. « Compare prices/Select suitable suppliers for
» Businesses may not be able to afford new equipment at reasonatle prices.
new technology. e Businesses must be geared for onling
o May not be able to cater for afford online frading/e-commerce
fransactions/e-commerce.
Legat e Certain Acts may have a directimpacton e Comply with all relevant legislation that may

a business, e.g. the CPABCEA.
types of businesses time-consuming.

o High legal cosls involved in obtaining a

o Legalities of business contracls may limit
business operalions

e Legal requirements fer operating certain e

licenceftrademark/patent may prevenl =
some establishments. o

impact on businesses.

Comply with the legal requiremenls for
operating businesses, €.9. licencefirade mark
registration/patents.

Budget for high legal establishmenl costs.
Businesses must know Lhe legalities of
business contracls se that they comply with all
the requirements.

Environmental

products may be harmful to customers
o Measwres to dispose of business waste
may be expensive.

environmentally friendly may nol be

» Chemicalsfingredients in business’ o

»  Packaging of some producls may notbe s

recyclable. .

Chemicalsfingredients should be clearly
indicated on labelsipackaging to infarm
customers about possible side effects/comect
use of producls.

Impiement cost effective measures to dispose
of medical waste.

Implement recycling measures ko prevent
pollution of the environmenti)se packaging
Ihal is re-usabledrecyclable.

NOTE: The industrial analysis tools (SWOT, PESTLE AND PORTERS'FIVE) and business sirategies form
part of the strategic management process.
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Types of business sirategies
Integration strategies

Forward vertical integration

A business combines with or takes over its distributors down the supplychamfprodudlonchmnrr he o

Integration Strategies:

! These are strategies used when there is a
% need for an alliance, merger or {akeover,

business merges wilh businesses Ihat were once their cuslomers, while stilt maintaining control of the

initial‘primary business aclivity.

Involves expansion of business activities 1o gain controf aver the direct dislribution of the

products/services,

The business takes aver the distribution sysiem and sells products/senvices direclly to

consumersfcustomers.

Increases profitabifity as the intermediaryfdistributormiddieman is excludedfeliminaled.

Backward vertical integration
The business combines with/merges/takes over its suppliers up the supply chain/production chain/The
business expands its roie to fulf! aclivitiesitasks lhal were formerly/previously completed by suppliers.
Aims at decreasing the business's deperxency on the supplier.

Enables businesses to cut costs and have influence over the pricesiqualityf quantity of raw materials.

Horizontal intagration
A business takes control ofincarporales other husinesses in the same industryfwhich produce/sell the
same/similar goodsiservices, It is the acquisition Aakeover of a relaled business that aperates at the

sarme level of supply chain in the industry

The aim is to reduce the threat of compelition/subslitule products/senaces.
Increases the market share/sales/profits and enhance productiontdistribution.
Suitable for busingsses that operate in muttiple geographical areas through joint

venturesfiicencing/franchising.

Intensive strategies
Market penatration

New producls penetrate the existing market at a low price,

then price increases.

| Intensive Strategles: Refers to strategies aimed
at increasing sales and market share through
intensive efforts to improve long-tem growth.

Businesses use market research on exisling clients fo decide how ta improve their markeling mix .
Embark on an intensive markeling camgaign to increase awareness and customer loyalty.

Employ more sales staff lo improve sales /services

Warket Development
[tis a growth strategy where businesses aim to sell its exisling products in new markets.
This sirategy involves finding new markets and new ways to distribute product.

Product Development
itis a growth slralegy where businesses aim to inlroduce new products into exdsting

marketsimodifies an existing product.
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|
= | Businesses generate new ideas and develop new products/services. = Diversification into a number of industries or product line can help create a balance during economic
o | Businesses conduct lest marketing/ market research to establish whether new produets will be fluctuations.

|accepled by existing customers N = Businesses produce more output using less inputs as one factory may be used to manufacture more
= | New products may be different / of a higher quality {f products

Advant'pges of intensive strategies

f Defensive Strategies: Marketing tools that management uses
. todefend their business from potential competitors.

* Increase in salesfincome and profitability due to 2 va
= Regular sales to existing cuslomers may increase.
. ¢ain customer loyalty through effective promotion campal

Defensive strategies
Divestiture N

*  Improved service deiivery may positively impactincrease sal
*  Eliminate competitors and dominate market prices.
Decrease in price could influence customers to buy more pr

¢ Disposing/selling some assets/divisions that are no longer profitable/ productive.
*  Selling off divisions/product lines with slow growth potential.

*  Enables the business to focus on markels/well researched quality s that sa eds of *  Decreasing the number of shareholders by selling ownership
a}onsumers_ = Paying off debts by selling unproductive assets.
. I‘Tcreased market share reduces the business's vulnerability to aclions of competitors. *  Withdrawing/Divesting their investment in another business.
Faln y N Retrenchment
| ; Diversification Strategies: These e Terminating the employment contracts of employees to reduce /Letting go of employees for
' } strategies are used to increase sales operational reasons/to reduce costs/expenses.
| andto 3"5"“:"3‘| there is growth in = Decreasing Ihe number of product lines/closing certain departments may result in some workers
ORI S : b a business. i
Dwemﬁcahon strategies S il / | econing tediinaant;
Concentric diversification Liql.llda'lll.:ln . . . .
- e business adds a new product or service that is related to existing products, and which will appeal . Selh_ng all assets/Bringing the business activities to an end to pay creditors due to a lack of
to new customers. capital. T ] SO, e :
e QOccurs when a business wants to increase its product range and markets. = Selling the entire business in order to pay shareholders a fair price for their shares.
Horizo (rl::l‘ivetsiﬁcaﬁun = Allowing creditors to apply forced liquidation in order to have their claims settled.
| NOTE: You must be able to identify the types of business strategies from given
. me business adds new products or services that are unrelated/ different to existing producls, but scenarios/statement.
thich may appeal to existing/curent customers. 5 |
*  Occurs when a business acquires or merges with a business that is at the same production stage, but Steps in evaluating a strategy
it may offer a different product. = Examine the underlying basis of a business strategy.
Conglomerate diversification *  Look forward and backwards into the implementation process.
*  The business adds new producs o services that are unrelated to existing products which may appeal = Compare the expected results in order to determine the reasons for deviations and analyse these
to new groups of customers. feasons.
= Conglomerate diversification means that a business grows into new products, services and markets. »  Take comective action so that deviations may be comected.
Advantages of diversification strategies *  Set specific dates for control and follow up.
* Increase sales and business growth. = Draw up a table of the advantages and disadvantages of a strategy.
«  Improves lhe business brand and image. = Decide on the desired oufcome as envisaged when slrategies were implemented.
. Rjeduces the risk of relying only on one product for sales/revenuefincome. »  Consider the impact of the strategic implementation in the intemal and extemal environments of the
= More products can be sold to existing customers and additional more new markets can be business.
established. = Decide on the desired outcome as envisaged when strategies were implemented.
*  Businesses gain more fechnological capabilties through product modification. NOTE: The steps can be in any order.
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TERM 2

PAPER 1
BUSINESS ENVIRONMENTS
TOIPG 6: BUSINESS SECTORS AND THEIR ENVIRONMENTS

CONTENT DETAILS FOR TEACHING, LEARNING ANC ASSESSMENT PURPOSES
Learners must be able to:

Name THREE types of business sectors: primary, secondary and tertiary.

Identify™Name a business sector from given scenarios/stalements.

Identify business challenges from given scenarios/case sludies and classily them according to the
THREE business envirgnments.

State ihe extent lo which a business {operating in any of the lhree sectors) can control the three
business environments from given scenarios and case studies.

TERMS AND DEFINITIQNS
: ©TERML LU g LU DEFINITION

Business Sector

activities. E.g., primary, secondary and tertiary.

Primary sector

[This sector deals with extraction of raw malerials and
natural resources.

Secondary sector

[This sector processes raw materials into finished goods.

Tertiary seclor

This sector renders services to anpther
businesses/provides auxiliary senvices.

Business Enviranmenis

llihe internal and extemal factors that affect the
unclioning of a business. These environments include the
micra, market and macro environmens,

Micro environment

{Business itself, it consists of all the elements inside the
business.

Markel environment

This environment exists immediately outside the tusiness.

Macro environment

This environment exists outside the micro and the markat
environments.

Extent of control

The smount of influence thal a business has on the
buginess environments.

BUSINESS SECTORS

INTRODUCTION

Business sectors are sub-divisionsfsubsets of ecunamic activities, e.g.. primary, secondary and leriary. These sectors
are based on the nature of the businessitype of product/service offered by businesses. The three business
sectors form a chain of production from the sourceforigin of the product unil it reaches consumersicustomers.
The chain of production interdependent to make meaningfulifunctional goods/services available to
consumersicustomers. The inleraction between the three sectors makes it possible for various business
operations to take place.
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Types of husiness sectors

Primary sector
«  This sector deals with exiraction of raw materials and natural resources.
»  Natural resources which are not man made like coal, geld, fish and livestock are extracled from this
sector.
»  Examples the primary seclor induslries: mining, mining, fishing, agricutfuce, forestry and farming

Secondary sector
«  This business sector is responsible for changing the raw materials acquired from the primary sector
into useful products.
» Itincludes the manufacluring facteries, construction and energy generation
«  Examples of the secondary seclor industries; manufacturing, clothing, food processing, buiiding and
consirugtion are found in this sector.

Tertiary sector
*  This secior randers services to the public and businesses.
e lincludes services from transport, banking, legal and health.
«  Examples of the tertiary sector industries; distribulion, banking, insurance. fourism, transpontalion,
entertainment, retail and legal services.
NOTE: You must be able to name the above-mentioned business sector from given
scenarios/statements

BUSINESS ENVIRONMENTS

The three business environments are dynarmicimultifacetedfinlerdependent as they consisl of many interrelated
features and are characterised by constant change. Changes within the business environment affect businesses
in different ways. Businesses strive lo address the unforeseeable within the three business environments to
remain profilable/relevant. Busingsses musl be aware of various challenges that may emanate from the three
business environments and the exlent of conlral they have over these environments.

Possible business challenges, their environments and extent of control

Possible challenges Business environment Extant of control

- Difficult employees! High rale of Micro environment Full control
absentesism

+  Lack of vision and méssion

+  Lack of adequate management skills

+  UUnions, strikes and go-slows

+  Competition Markel environment Partial/SomefLimited/Less
+  Shorages of supply control/

+  Demographics and psychographics

+  Socio-Cultural factors
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+ | Change in income levels Macro environment No control

+ | Contemporary legislation

= | Labour restrictions

+ |Political changes

. |Interesl rates

. iSodu-economic issues

« |HIV and AIDS

- | Globalisation and Intemational
‘challenges

NOTE: You will only be able to do the following:

= Quote business challenges from the scenario -~
Classify these challenges according to the business ent
The challenge must be linked to the business environments
State the extent of control businesses have over each business environment.
The extent of control must be linked to the business environment.

Examples of how the business sectors and their business environments can be
assessed

Example 1: Business in the primary sector
Read the scenario below and answer the questions that follow:
DUKA MINES (DM)

Duka Mines specialises in the extraction of platinum. Their suppliers of mining equipment have
increased their prices by more than 20%. The supervisor does not have a good working relationship
with his emplayees. DM can na longer export their products due to an increase in the exchange rate.
|
You need to identify the business sector in which Duka Mines operates and motivate your answer
by quoting from the scenario.
= Duka Mines is operating in the primary sector because the business specialises in the
extraction of mines.

You n}ed to quote challenges from the above scenario, classify EACH challenge according to
businass environment and state the extent of control DM has over EACH business environment

! BUSINESS EXTENT OF CONTROL
cfiALLENGES ENVIRONMENTS
e | Their suppliers of mining »  Market environment * Partial/Some/Limited/Less
| equipment have increased control/Can influence the
their prices by more than environment
|| 20%.
| = The supervisor does s Micro environment e Full control
| not have a good
working relationship
with his employees.
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* DM can no longer s Macro environment = No control
export their products

due to an increase in
the exchange rate.

Example 2: Business in the secondary sector
Read the scenario below and answer the questions that follow:

SUPER ENERGY ENTERPRISE (SEE)

Super Energy Enterprise produces maize meal and instant soft porridge. They buy their
raw material from Early Bird Maize Farm which is out of stock sometimes. SEE
employees are regularly absent from work. The local government has instructed the
management of SEE to register their products with the South African Bureau for
Standards.

Name the business sector in which Super Energy Enterprise is operating.
= Secondary sector

Identify THREE challenges for SEE's business and classify EACH challenge
according to the business environment.

CHALLENGE BUSINESS ENVIRONMENT
(a) SEE employees are regularly absent from work Micro environment
(b) They buy their raw material from Early Bird Market environment

Maize Farm which is out of stock sometimes.

(c) The local government has instructed the Macro environment
management of SEE to register their products
with the South African Bureau of Standards.

Example 3: Business in the tertiary sector
Read the scenario below and answer the questions that follow:
TIMOTHY LEGAL SERVICES (TLS)

Timothy Legal Services (TLS) is situated at the Pretoria CBD. TLS's assistant lawyers
are not trained to handle criminal cases. Another law firm, Mbuzi Inc. has set up a law practice
in the same office block as TLS. TLS can no longer pay their bank loan due to an increase in
interest rates.

Name the business sector in which TLS is operating. Motivate your answer by quoting from the
scenario above.

= Business sector: Terfiary sector
»  Motivation: Timothy Legal Services (TLS) is situated at the Pretoria CBD
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identify THREE chalienges for TLS business and classify EACH challenge according to the
business environment. State the extent of contral TLS has over EACH business environment

CHALLENGE BUSINESS EXTENT GF CONTROL
ENVIRONMENT

TLS's assislant lawyers are not Irained Micro environment Full contral

to handle criminal cases.

Another iaw fim, Mbuzi Inc. has set Market environmeant PartialiSome/Limiled/Less

up a law praclice in the same: office control

block as TLS.

TLS can no longer service their bank Macro environment No conirol

inan due to an increase in interest

rates.

NOTE: You may sornstimes be asked to name three business environmants and explain the
extent of control businesses have over EACH business environment e.g.

BUSINESS ENVIRONMENTS EXTENT QF CONTROL
Micro environment Full control
Market environment Partial/SomefLimited/Less control
Macro environment No control
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CONTENT DETAILS FOR TEACHING, LEARNING AND ASSESSMENT PURPOSES
QUALITY

Learners must be able to:

Define lhe following concepls:
o Quality
Quality control
Quality assurance
Quality management
Quality performance
o Qualily management systems
Explain/Differentiate/Distinguish between guality control and quality assurance.
Explain/Differentiate/Distinguish between quality managemenl and quality performance.
Explain/Discuss the advanlagesibenefits of a good quality management system.

Eo N = I o T 4

Explain/Discuss how quality of performance can contribute to the success andfor failure of each

business function.
Quiline the guality indicators for each business funclion.

TOTAL QUALITY MANAGEMENT {TQM)

Elaborate on the meaning of TOM.
Definefldendify the following TOM elements from given scenarios/stalements:
a  Gontinuous skills development/Education and lraining
o Tolal cientcustomer safisfaction
) Continuous improvement of processes and system
o Adequate financing and capacity
o Monitoring and evaluation of qualily processes

Explain/DiscusstAnalysefEvaluale the impacl of the above stated TQM elements on large businesses.

Explain how businesses can apply the POCA model/steps to improve the quality of products.

Explain the relefmportance of qualily circles as part of conlinuous improvement o processes and

systems.
Explain/Digcuss the impact of TGM if poorly implemenled by businesses.
ExplainRecommendfSuggest ways in which TGM can reduce the cast of quality.
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TERMS AND DEFINITIONS
Quality Products and services thatsa
Total Quality Itis a management approach/sys
management improvement throughout the b
_anagement Planning and management of
Business functions The various aspects of the bu
SABS South African Bureau of Slandar
IS0 9001 Provides the guidelines for quafi
| any products unless it registers l
S*andards The specification of what is acceptable in terms of technical requirements.

Total client satisfaction

Itis @ measure of how products and services supplied by a company

Cpnﬁnuuus skills
divelopmenUEducatiun
and Training

Developing employees' skills that will add value for the organisation and
career development.

Continuous improvement
to processes and systems

Processes and systems are the flow of activities implemented to create or
deliver products and services 1o customers.

of guality processes

[ Manitoring and evaluation

A process that helps to improve performance and achieve results.
Its goal is to improve current and future management of outputs, outcomes
and impact.

_OL}alily circles A group of workers who do the same or similar work, who meet regularly to
| identify, analyse and solve work-related problems.
Inspections Amethod in which anly a selection of products from a batch is measured and
0] tested against required standards.
Deviations When the product differs from the standard.
Teierance limit The extent in which a product is allowed lo differ from the standard without
affecting quality
QUALITY
|
INTROQUCTION

The main! aim of businesses is to maximise profits through the provision of high-quality products and services.

Itis important that businesses analyse and implement various quality processes in order to retain customers,

increase profitability and remain sustainable.
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Definition of quality concepts
Quality

Quality refers to a good/service’s ability to satisfy a specific need.

The efficiency of services and the ability to provide an effective outcome without too many delays.
Itis measured against specific crileria such as physical appearance
Ireliability/durability/sustainability/after-sales services.

Quality control

System that ensures the desired quality is met by inspecting the final product.

Ensure that finished products meet the required standards.

Process of ensuring that products are consistently manufactured to high standards.

Checking raw materials/employees/machineryworkmanship/products to ensure that high standards
are maintained.

Includes setting targets/measuring performance and taking corrective measures.

Quality assurance

Checks carried out during and after the production process.
Ensure that required standards have been met at every stage of the process.

Processes put in place to ensure that the quality of products/services/systems adhere to pre-set
standards with minimal defects/delays/shortcomings.

Ensuring that every process is aimed [o get the product "right the first time” and prevent mistakes from
happening
The 'building in' of quality as opposed to ‘checking for' quality.

Differences between quality control and quality assurance

QUALITY CONTROL QUALITY ASSURANCE
*  System that ensures the desired quality is = Checks carried out during and after the
met by inspecting the final product. production process.

Ensure that finished products meet the
required standards.

Ensure that required standards have been
met at every stage of the process.

Process of ensuring that products are
consistently manufactured to high standards.

Processes put in place to ensure that the
quality of products/services/systems adhere
to pre-set standards with minimal
defects/delays/shortcomings.

Checking raw
materials/employees/machinery/workmanship
Iproducts to ensure that high standards are
maintained.

Ensuring that every process is aimed to get
the product "right the first time" and prevent
mistakes from happening

= Includes setting targets/measuring
performance and taking comective
measures.

*  The 'building in' of quality as opposed to

‘checking for' quality.
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Quality management Contribution of business functions to the success of a business/Quality indicators

«  Refer io techniquesftocls used to design{ improve the quality of a product,

s Can be used for accountability within each of the business funclions.

s+ Aimsio ensure thal the quality of goods/services is consisteniiFocuses on the means o achigve
consistency.

Guality performance
« Total performance of each department measured againsl the specified standards.
s Can be obtained if all departments work togethery towards the same quality standards.
«  Qually is measuredy through physical product/statislical oulput of processesfsurveys of the users
andfor buyers of goodsiservices.

Differances between quality managemant and quality performance

QUALITY MANAGEMENT QUALITY PERFORMANCE
» Techniquesiools used to design/ = Tolal performance of each department
improve the quality of a producl. measured against the specified
standards.
= Can be used for acoountability within = (an be obtained if all departments
each of the business functions. work together towards the same
quality standards.
= Aims to ensure that the quality of = Quality is measured through physical
goods/ services consistent/ focuses on product/ statistical output of
the means to achieve consistency. processest surveys of the users and/
or buyers of goods/ services

Quality Management Systems
«  Refers to the framework that a business uses to manage key processes o ensure that they meet the
correct standards.
NOTE: You must he able to identify the above-mentioned quality concepts from given
scanarios/statements.

Benefits/Advantages of a good quality management system

«  Vision/Mission/Business goais may be achieved.
A business has a competiive advantage over its compelilors.
Effective customer services are rendered, resulfing in increased cuslomer satisfaction.
Time and resources are used efficiently.
Produclivity increases through proper lime managementiusing high quality resources.
Products/Services are constantly improved resulling in increased levels of cusiomer salisfachion.
Regular rzining will continuously improve the quality of employees’ skills! knowledge/competencies.
Employers and employees will have a healthy working relationship resuliing in happy/produclive
workersfimproved employee moralefproductivity.
» Increased market shareMore custormers improve profitability/financial sustainability
«  improves business image as here are less defects/retums.

- & 4 8 » » @
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Contribution of the Generaj Management Function to the success of a business/quality indicators

Develop/implement/Monitor effective stralegic plans.

Efficient organisatiorv/allocation of business resources to provide for he successiul achievemeant of
long-term and short-termn plans.

Struclured standards and nomms should be in place so that contral mechanisms can be implemented.
Leam aboubunderstand changes in the business envirnment on an on-going basis.

Effectively communicate shased vision, mission and vaiues.

Sl direction and establish priosities for their business.

Be prepared to set an example of the behaviour tha is expected from employees in lems of elhics as
well as productivity.

Be proactive and always seeks to improve competitive advantage over competitors.

Ensure hat all departmentsfthe business meel their deadlinesargets.

Contribution of the Production Function to the success of a businessiquality indicators

Provide high quality servicesfproducts according to specifications.

The productionioperating processes of 3 business should be dane comectly through proper production
planning and cantrol.

Products and senvices should be produced at he lowesl pessible cost o allow for profit maximisation.
Businesses should clearty communicate the roles and responsibilities to the production workforce,
Products must meel customers' requirements by being safe, reliable, and durable.

Businesses shoukd have good after-sales services and warantees.

Empawer workers 50 that they can take pride in their workmanship.

Get acereditation from the SABSASO 9001 Lo ensure that quality products are being produced.
Specify the product or service standards and take note of the faclors that consumers use to judge
quality.

Monitor processes and find the root causes of production problems.

Implement quality control systems to ensure that quality buitding products are consistently being
produced.

Utilise machines and eguipment opfimally.

Accurately calculate the produgtion costs.

Selecl lhe appropriate produciion system e.9. mass/hatchjobbing.

Contribution of the Purchasing Function te the success of a businessiquality indicators

Buy raw matenals in bulk at lower prices.

Select reliable suppliers that render the best quality raw materialsfcapilal goods at reasonable prices.
Place orders imeously and regular follow-ups to ensure that goods are delivered on time.

Effactive co-ordination between purchasing and production depariments so that purchasing slaff
understand the requirements of the preduction process.

Required quaniities should be delivered at the right time and place.

Implement and mainlain stock control syslems to ensure the security of stock.

Maintain oplimum stock levels to avoid overstocking/reduce out-dated stock.
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| Monitor and report on minimum stock levels to avoid stock-outs.

* | Effective use of storage space and maintain product quality.while in storage. |

* | Involve suppliers in strategic planning/product design/ma : quali {

* | Ensure that there is no break in production due to stock.

= | Establish relationships with suppliers so that they are
| vision/mission/values,

Cond’ibution of the Marketing Function to the success of a b
® | Increasing their market share.
* | Winning customers by salisfying their needs/wants/Build
= | Adhering to ethical advertising practices when prurnotf‘nf
Identifying a competitive advantage to focus/fimprove on
| Differentiating products in order o atiract more customers,
| Constantly reviewing value ssues.
| Communicating effectively with customers to get feedback about their experience of products
| sold/services rendered,
iCMrdinating distribution with production and advertising strategies.
|Using pricing fechniques to ensure a competitive advantage.
Determine gaps between customer expectations and actual experiences, so that
!probiemsiunhappiness may be diagnosed and addressed.

. 'Making adjustments and changes to products/services based on feedback from customers/results of

market research.
= Using aggressive advertising campaigns to sustainfincrease the market share.

Contribution of the Financial Function to the success of a business/quality indicators
*  Obtain capital from the most suitable/available/reliable sources.

. yegotiate better interest rates in order to keep financial cost down.

= Draw up budgets to ensure sufficient application of monetary resources.

. I:(eep financial records up to date to ensure timely/accurate tax payments.

e Analyse slrategies to increase profitability.

. rbuest surplus funds to create sources of passive income.

Implement financial control measures/systems to prevent fraud,

. Iﬂpprement credit granting/debt collecting policies to monitor cash flow,

*  Draw up accurate financial statements timeously/regulariy,

*  Accurately analyse and interpret financial information.

*  Investin strategies that will assist the business to remain profitable,

. A+roid overfunder-capitalisation so that financial resources will be utilised effectively.

Contribution of the Public Relations Function to the success of business/quality indicators
. D{ﬁaiing quickly with negative publicity/lessfittie/no incidents of negative publicity,
*  Ploviding regularipositive press releases.
. Irrrplemenl Sustainable Corporate Social Investment (CSI) programmes.
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= Good results of/Posifive feedback from public surveys on business image.

» High standard of internal publicity/appearance of buildings/professional telephone etiquette,

= Deliver quality goods/services that promote the brand/image with key stakeholders/
customers/suppliers/government/service providers.

= Compliance with recent legislation, such as BEE compliant.

Contribution of the Administration Function to the success of a business/quality indicators
= Fast and reliable data capturing and processing systems.

Make reliable information available to management on time.

Make relevant information available for quick decision-making.

Handle complaints quickly and effectively.

Use modem technology efficiently

Implement effective risk management policies to minimise business losses.

Quality assurance/Control/Evaluation is recorded accurately.

All documentation is kept neatly and orderly in a safe place,

Easy lo recallfind information/documentation.

Financial documents are kept up to date and recorded accurately.

*  All systems and processes are documented.

Contribution of the human resources function to the success of a business/quality indicators

= Makes sure there is a good recruitment policy that attracls best candidates.

*  Ensures fair and equitable selection process.

=  Fair remuneration packages that are aligned to the industry.

*  Offer performance incentives for staff to enhance productivity.

*  Good relationship with employees.

*  Low rate of staff tumover in the business,
NOTE: You will either be asked to explain/discuss how quality of performance can contribute
to success or failure of each business functions or explain/suggest the quality indicators of
business functions.

TOTAL QUALITY MANAGEMENT (TQM)
INTRODUCTION

Businesses use TQM to streamiine/enhance customer service, supply chain management and ensures that all
employees are adequately frained. The focus of TQM is therefore, a multidimensional approach that takes place
throughout the business at all levels, 1o improve the quality of the products/services, through the continual
improvement of internal practices. Total Quality Management (TQM) is a structured/functional approach to
overall business management. It is an ongoing/continuous process of detecting/reducing/ eliminating emors. Al
businesses strive to get the products right the first time and salisfy the needs of the customers beyond
expectations.
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Mearing of total guality management {TQM}

TOMis an integrated systemimethodology applied throughout the organisation, which helps 10
design/produce/provide quality productsiservices to cuslomers.

It is a thought revolution in managemen, where the enlire business is operated with cuslomer
orientation in all business activities.

TQM enables businesses 1o continuously improve on the deiivery of produets/ services in order to
satisfy the needs of customers.

Management ensures that each employee is responsible for the quality of histher work/actions.
TQM focuses on achieving customer salistaction and looks for continuous improvement in al the
business's processes, products and services.

TOM takes steps to ensure the full involvement and co-operalion of all employees in improving
quality.

TaM elements

Continuous improvement 1o processes and systems
Continuous skills development! Education and fraining
Total cliert/cusiomer satisfaction

Adequate financing and capacity

Monitoring and evaluation of quality processes

{mpact of Total Quality Management elements on large businesses

\mpact of cantinuous improvement to processes and systems on large businesses

PositivestAdvantages

Large businesses have more fesources 1o check on quality performance in each unil.

Encugh capilal respurces are available for new equipment required for processes and syslems.
Large businesses have a person dedicated to the improvement of processes and syslems.

Willing to lake risk ondry new processes and systems because they are able to absorb the impacl of
iosing money.

They can afford 1o use the services of the quality circles to stay ahead of Lheir competition.

NegativesiDisadvantages

Large scale manufacturing can complicate guality contral.

Systems and processes lake time and effort to implement in large businesses as
cammunication/buy-in may delay the process.

Risk of shanging paris of {he business that are actually working well.

Not all negalive feedback from employees and cuslomers is going 1o be accurale, which may result
in incorrectiunnecessary changes 10 systems and processes.
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Application of the PDCA modelicycle in improving the quality of products
Plan

«  The business should identify the problem and develop a plan for imptovement lg processes and
syslems,

«  Answer quesiions such as whal lo do' and 'how to do il

»  Plan the new method and approach to improve the quatity of their producls.

¢  The plan must be logicallsequential for implementers 1o understand it

» Businesses should implement the change on 2 small scale.
« Implement the processes and syslem as planmed.
«  This step, he implementers aim 10 effeclively/accurately execute the change based an the
planfmethod.
«  This siep is essential in determiring whether he change has viability/potental.
Check/Analyse

o Use data to analyse the results of change.

« Detemine whether it made a difference and what needs to be improved.

« Check whelher the processes are working effeclively.

» Businesses should assess, pian and establish if it is workingfif things are going according to plan.
Act

Instilutionalise the improvement 1o meel the needs of the business.
Devise stralegies on how io continually improve.
If ihe change was successful, implement it on @ wider scale.
The business should comlinupusly revise the process urti they get it nght.
NOTE: 1. The PDCA mode! forms part of the TAM element continuous improvement to
processes and systems.

2. When discussing the “impact” DO NQT include POCA model, Only explain/discuss
the applicaticn of PDCA model when reguired.

jmpact of Continuous Skills DevelopmentEducation and Training en large husinesses
PositivesiAdvantages

» Large businesses have a fuman resources department dedicated to skills training and development.

«  Human resources expers ensure that iraining programmes are relevant lo increased customer
satisfaction.

e Abilily to afford specialisediskilled employees.

«  Large businesses could conduct skills audils to establish the competencyfeducation levels of slaff
performing werk which could affect the quality of producisiprocesses positively.

+  May be able to hire qualified brainers to train employees on a regular basis.
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Negatives/Disadvantages Negatives/ Disadvantages

Pusmvesmdvantages

joor communication systems in large businesses may prevent effecli g from taking place.
rained employees may leave for better jobs after th ‘
[Le-molivales employees, if they do not receive recogn
%mp!oyees who specialise in narrowly defined jobs m

mployees may not be aware of the level of competen oyt e their
rgets

II may be difficult o monitor/evaluate the effectiveness of traini

Large businesses use market research/customer surveys to measure/ monitor customer
satisfaction/analyse customers' needs.
U'nntmuously promote a positive company image.
May achieve a state of total customer satisfaction, if businesses follow sound business practices that
incorporate all stakeholders.
ive to understand and fulfil customer expectations by aligning cross-functional teams across critical
processes

. E}nsures that cross-functional teams understand its core compelencies and develop/strengthen it
. I‘»’ay lead to higher customer retention/loyalty and businesses may be able to charge higher prices.
. Lprge businesses may be able to gain access to the global market.
e May lead to increased competitiveness/profitability.
|
Negativels.‘ Disadvantages

Lgrge businesses that become complacent with the existing customer satisfaction/target
markal may experience limited long term growth potential.

Employees who seldom come into contact with customers often do ot have a clear idea of what will
sthisfy their needs.

Monopolistic companies have an increased bargaining pawer, so they do not necessarily have to
please customers.

Not all employees may be invoived/ committed to total client satisfaction.

|
Impact of Adequate Financing and Capacity on large businesses

Positiva,kl Advantages

L#rge businesses have sufficient financing to test everything before implementing.
They can afford to have systems in place to prevent erors in processes/defects in raw
materials/products.

le to afford product research/imarket researchers to gather information.
CF" afford to purchase quality raw materials and equipment.
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If the demand for company's product increases, orders begin coming in faster than expected, and the
company lacks the capital required to fund the production of the stock to fill the orders.

These rapidly growing companies can consume large amounts of capilal as they try to balance nommal
operations and expansion.

Impact of monitoring and evaluating quality processes on large businesses

Positives/ Advantages

Prevents product defects and minimises wastage/customer complaints.

Good quality checks/procedures minimise the replacement/breakdown of equipmentimachinery on a
regular basis.

May be equipped to get things done right the first fime.

Improve performance and maintain high quality standards.

Improve current and future management of quality outputs/outcomesfimpact,

Provide clear indication about quality aspects that are contributing fo the achievement of
goalsitargets.

Modify interventions that may improve the efficient use of resources.

Support management to acquire information needed to make informed decision about processes.
Cost of production is reduced as deviations from set standards can be comected.

Strategies are revised in order to improve the quality of the product and services/business image.
Allows for quality conirol checks and procedures at key points.

Key performance indicators are carefully selected fo monitor and evaluate the outcome.
Benchmarking is used to find best practices in order to determine the competitive position of the
business.

Quality circles meet on regular basis to evaluate the progress in terms of quality.

Continuous research is conducted on latest developments to ensure that TQM planning is up fo date.

Negatives/Disadvantages

Large businesses are often divided, and the departments work in silos.
Itis difficult to get everyone to communicale.

It often takes longer o detect problems or respond to weaknesses.
Itis not viable to check quality of all the products.

Role/lmportance of quality circles as part of continuous improvement to processes and system

Solve problems related to quality and implement improvements.

Investigate problems and suggest solutions to management.

Ensure that there is no duplication of activities/tasks in the workplace.

Make suggestions for improving processes and systems in the workplace.

Improve the quality of productsfservices/productivity thraugh regular reviews of quality processes.
Monitor/Reinforce sirategies to improve the smooth running of business operations.
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Increase employaes' morale/motivation to boost the team spirit in achieving arganisational
goals.

Contribute towards the improvement and development of tha organisation.

Reduce costs of redundancy and wasteful efforis in the long nn.

Increase the demand for preductsiservices of the business.

Creale harmony ang high performance in the workplace.

Build a healihy workpiace relationship between the empioyer and employee.

Improve employees’ loyaltyicommilment o the organisational goals.

Improve employees” communication at all levels of the business,

Develop a positive athitude/sense of involvement in decision making processes of the services
offered.

Impact of TQM if poosly implemented by businssses.

Setling unrealistic deadines that may not be achieved.

Employees may not be adequalely trained resulling in poar quality products.

Decline in productivity, because of stoppages.

Businesses may nol be able to make necessary changes of praductsiservices lo satisfy the needs of
customers.

Business reputationfimage may suffer because of poor quality/defective goods.

Customers will have many allematives to choose from and the impact could be devastaling to
businesses.

Inveslors might withdraw investment, if there is a decline in profils.

Decline in sales a3 more goods are retumned by unhappy cuslomers.

High staff tumuover, because of poor skifls development.

Undocumented/Uncontrolled quality conlrol sysiems/processes could result in emors/ deviations from
present quality standards.

Ways in which TQM can reduce the cost of quality

. B B R B B

Intraduce quality circles to discuss ways of improving the quality of workf workmanship.
Schedule activilies to efiminale duplicalion of tasks.

Share responsibililies for quality outpul amongst management and workers,

Train employees at all levels, so that everyone undersiands their roles in quality management.
Develop work sysiems that empower employees 1o find new ways of improving quality.

Work closely with suppliers 1o imprave the quality of raw materialsfinputs.

Improve communication aboul quality challenges/deviations, so thal everyone can leam from
expefence.

Reduce invesiment on expensive, but ineffective inspection procedures in the production process.
Implement pro-active mainlenance programmes for equipment/machinery 1o reduce/eliminate
breakdowns.
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PAPER 2 '
BUSINESS VENTURES

TOPIC 8: MANAGEMENT AND LEADERSHIP

CONTENT DETAILS FOR TEACHING, LEARNING AND ASSESSMENT PURPOSES

Learners must be able 1o:
MANAGEMENT AND LEADERSHIP

+  Define/Elaborate on the meaning of management and leadershig
»  Differenliate/Distinguish between management and leadership.

LEADERSHIP STYLES

o  Qutline the differences/MDifferentialeDislinguish between the following leadership styles:

o Democratic

o Autocratic

o Laissez-fairefFree-reign
o Charnsmatic

o Transaclional

v |dentify the ieadership styles from given scenariosicase studies and motivate answers.

«  Discuss/Evaluate/Analyse the impact (including posilivestadvantages andfor negatives/
disadvantages) of each |eadership style.

»  Suggest'Recommend siluzlions in which each leadership style can be applied in the workplage.

LEADERSHIP THEORIES

*  Discuss/Explain the following theories of management and leadership:

o Leaders and followers
o Situational leadership

o TransformalionalTransitional leadership
« |dentify lhe above-stated leadership theories from given scenarios/statements.
»  Explain/Discuss the role of personal attitude in successtul leadership.

TERM . -DEFINITION
Leadership [The ability of an individual or a group of individuals lo influence and guide
ollowers or olher members of an organization
Management Planning, organising, leading and conlralling employees lo achieve

goals.

Democralic leadership stle

The leader invites the team membersigroup lo coniribule ideas and
participate in the decision-making process.

Autocratic leadership

The leader iakes decisions on hisher own withoul consulting staff.

Laissez fairfFree reign

The leader delegates tasks to foliowers with little or no direction given

Charismatic leadership

The Jeader uses charm o influence followers.

Transactional leadership style

The leader focuses an motivating followers through a system of reward
and punishment.
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Bureaucratic leadership Leaders/managers make sure employees follow rules and policies.

eaders and folowers
Situational leadership

Focus on relationship between leader and folower
Focus on the applicafi } hip. sty
- 1] situation and the mal
Transformational leadership theory [The leader identi

Per:mnar attitude

the success or failure of

INTRODUCTION i
Leadership and management are the terms that are often &
understand that leadership is an essential part of effective
management, remarkable leadership behaviour stresses u
emp!t;)yee develops and excels. Leadership is defined as the potential to influence and drive the group efforts
lowards the accomplishment of goals. This influence may originate from formal sources, such as that provided
by acquisition of managerial position in business. A manager must have traits of a leader, i.e., he/she must
possess leadership qualities. Leaders develop and begin sirategies that build and sustain competitive
advarilage, Businesses require robust leadership and management for optimal organizational efficiency.

nonymaus Ifjs essential to
t. Asa il component of

Meaning of management and leadership
Management
= The coordination of Planning, organising, leading and controlling employees to achieve goals.
. A person becomes a manager because of the position in which he/she is appointed.
*  Managers have power because of the position of authority into which they are appointed.
Leadarship
= The ability of an individual or a group of individuals to influence and guide followers or other members
of an organization.
Leadership is an of inspiring subordinates to perform to achieve goals.
It cannot be taught, although it may be leamed as it is an inbomn trait.
Involves establishing a clear vision and sharing it with others so that they can willingly follow.
Aleader steps up in times of crisis and can think and act creatively in difficult situations.

|

Diffarehcas between management and leadership
| MANAGEMENT
» _Gides human behaviour
*  Communicates through management funclions
stich as the line function.

LEADERSHIP
Influences human behaviaur,
Communicates by means of
interaction/behaviour/vision/values/
charisma.
*  Administers plans/programsfiasks lo reach Innovates/Encourages new ideas to increase
targets. productivity.

= Caontrols systems and procedures to get the job = |Inspires staff to trust and support each other,
done,

* _Focuses on how and when. » _Focuses on what and why.
= _Focuses on the shor/medium term. = Focuses on the horizonflong tem.

|
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A person becomes a manager because of the
position in which he/she is appointed.

Leaders are born with naturalfinstinctive
leadership skills.

Manages the process of getting things done by
exercising responsibility.

Guides/Leads people to become active
participants,

Managers have power because of the position
of authority into which they are appointed.

Leaders have influence because of hisiher
knowledge/skills/ intelligence.

Enfarce rules on subordinates/Ensure that tasks
are completed.

Always trying to find more efficient ways of
completing tasks.

Instructional in their approach,

Motivational/Inspirational in their approach.

* Task-orientated. People-orientated.

* Manage by planning/organising/ Lead by example/trustirespect,
*__leading/controlling.

* Does things right. Does the right things.

Leadership styles

Democratic
Autocratic
Laissez-faire/Free-reign
Charismatic
Transactional

NOTE: The explanation of EACH leadershi|

style,

p style is embedded in the advantages of each

Situations in which the Democratic leadership style can be applied
This leadership style can be used when:
Group members are skilled/experienced/experts and eager to share their ideas.

The leader does not have all the information ne

contribute,

eded and employees have valuable information to

The leader knows hisier limitations to make decisions and is open to new ideas/ innavative thinking
Cooperation is needed between the leader and the team.
Decisions need to be looked at from several perspectives.

Innovative and creative ideas are needed.

Inputs of employees are valued/appreciated in promoting teamwark.

Impact of Democratic leadership style
Positives/Advantages
Employees participate in the decision-making process, so they feel empowered/positive.

Staff gives a variety of ideasﬂnpulsffeedbaddviewp

production methods/increased sales.

oints that can lead innovation/improved

Clear/Two-way communication ensures group commitment to final decision(s).
Authority is delegated which can motivate/inspire workers to be more productive.
Complex decisions can be made with inputs from specialists/skilled workers.
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Negatives/Disadvantages
»  Incomect decisions may be made if staff is inexperiencedinet fully informed.
Decision making may be time consuming because stakehokders must be consulted.
Employees may feel discouraged if Iheir opinionsfinpuls are not considered.
The leader can rely too much on the inpul of the followers and fail ta make-a final decision.
Not effective in fmes of orisis when quick decisions need 1o be made.
Some employees only pretend 1o participale in decision making and their feedback may not always
he accurate.

Situations in which the Autocratic leadership style can be applied
This leadership style can be applied whes:
o In crisis situations, e.g. in the case of unfareseen challengesfaccidents.
«  When all he information is available lo solve the problem.
« In emergencies, where there is a shortage of lime-
»  When employess are motivated, and the teader has already eamed the trust of the followers.
«  When dealing with employees wha are nol cooperalive.
Impact of Autocratic leadership style
PositivesfAdvantages
«  Quick decisions can be taken withoul consulling/considering followersfemployees.
a  Work gets done in timeton schedule as targets are tlearly specified.
Line of commandicommunication is clear as it is 1op-down/foliowers know exactly what to do.
Direct supetvisionfslricl control ensure high quality productsfservice,
Provides strong leadership which makes new employees feel confident/safe.
Works well in large companies where consultationy with every employee is impractical.
e  Clear guidance can be given to tow-skiedfinexperiencad/new stalf
Negatives/Disadvantagss
« Leaders and followers may become divided and may not agree on ways to solve problems.
Workers can become demotivated if their opinionsfideas are not considered.
Demativaled workers impact negatively on productivity.
New!Crealive/Cost reducing ideas may not be usedfconsideredfimplemented.
Follpwers may feel that they are nol valued resulling in high absenteeismiemployee tumover.
Experienced/Highly skilled workers will resist an autocratic leadership style as it results in slow
growihflow parlicipation/less creativily.

Differences between the demacratic and autocratic leadership styles

fferences between the CemaCralt A e T
DEMOCTRATIC LEADESRSHIP STYLE AUTOCRATIC LEADERSHIF STYLE
T The leader involves employees in the ~ Aleader takes all decisions alone without
decision-making process. involving employees.
— ClearTwo-way communication ensures T Line of command/Comrmunication is clear as it is
group commitment to final decision(s}. top-down/followers know exaclly what to do.
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- People-orienied as employee's feelings T Jaskorientated as the opinions of employees are
and opinions are considered. not considered.

- Workers feel empowered as they are - New employees feel confident/ safe as strong
invalved in the decision-making process. leadership is provided.

— Useful when lhe leader depends on the ~Uselul in a crisisfurgent situation, such as after an
inputs of experienced followers. accident/meeting tight deadiine.

- Hangies conflict sifuations by involving ~ Handies confiict siluations by telling followers

followers in finding the best solution. what they should do

Situations in which the Laissez-faireffree-reign leadership style can be applied
This leadership style can be applied when:
« Subordinates are experts and know what they wanlican take responsibility for their actions.
« The teader is very busy, and delegation of tasks will increase productivity.
+  Team members need to improve/develop leadership skills.
+ Employees are highly experienced and know mare ahout the task than the leader.

Impact of Laissez-Faire/Frea Reign

Positives/Advantages

e \WorkersFollowers are allowed 1o make decisions on their own work/methods.
Subordinates have maximum freedorn and can work independently.
Leader motivates workers by rusting them to do things themselvesion their own.
Autherity is delegated, which can be motivatingtempowering to competent workersfincrease
productivity.
Subgrdinates are experts and know what they wantfcan take responsibility for lheir acions.
Suitabile for coachingfmentaring to motivale employees to achieve morefbetter things.
It can be empowering for competent followers as they are complelely frusted to do their job.

e Individual team members may improvefdeveiop leadership skills.
Negatives/Disadvantages

« Lack of clear directionfieadership may be demotivating to employees.
Employees can be held responsible for their own work which may lead lo underperformarice.
Could lead to conflict when some team members act as leaders and dictale to other kzam members.
Workers are expecied W solve their own conflict situalions.
Praductivily may be compramised with 8 lack of light canlrol over wuarkers nol meeting deadlines.
Praductivity might be low if employees lack the necessary knowledge or skills.

Situations in which the charismatic leadership style can be used
This leadership style can be applied when:
. Sell vision and achieve excelient results.
+  Motivate employees as the leader is energeticinsgiing.
. The organisalion wants to implement changes and uses [he leader to get the suppart of employees.
. Confidence levels of employees are low, and employees need lo be inspired/ Inspire loyatty/ard
work ameng employees,
«  The leader wants to boost lhe morale of employees, who may be demelivaied.
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5| The leader wants employees fo continue the path of high productivity/efficiency levels.
| '

lmpacl of Charismatic leadership style
Positives/Advantages _
= | Expert at selling vision and achieve excellent resulls:
= | Employees are motivated as the leader is energetic
e | Inspires loyalty/hard work among employees.
Negatives/Disadvantages
= | Leader believes more in him/mer than the team,
* | Projects can collapse if the leader leaves the team,

® | Leaders are intolerant of challenges and regard themselye a’g
Siluatll_ms in which Transactional leadership style can be applied |
This le?;dership style can be applied when:

= The business wants to maximise employee performance.
[ o Deadiines must be met on short notice/under pressure.
= Workers have a low morale.
| = The sirategies/business structures are clear and do not have to change.
= Productivity levels are very low/not according to targets.
Impact i:f Transactional leadership style
Posﬂiv'ps.-'Advantages

*  Encourages employees to work hard because they will receive rewards.

¢ mproves employees' productivity and morale.

*  The goals and objectives of the business can be achieved as workers are molivated.

= Employees know what is expected of them.

. Pisciplinary actions/procedures are well communicated.

Negativ!esfﬂisadvantages

=  Employees can become bored because they must follow rules/procedures/ there is no creativity in the

workplace.

=  Alransactional leader will have to monitor the work performance of employees/ ensure that
xpectations are met which can be time-consuming.

*  Some employees may be demoralised/ unmotivaied if they fail to reach/imeet targets despite having
vorked very hard,

e Usually not suitable for teamwork, because all team members can be punished for poor performance
caused by a member of a team.
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LEADERSHIP THEORIES
Situational leadership theory

Different leadership characteristics/styles are needed for different situations/prevailing
circumstances.

The task/situation dictates the leadership style that should be applied, so leaders are
adaptablefflexible/self-assured,

Effective application/adoption of this theory may enable leaders to accomplish/achieve their
organisational goals.

Relationships between leaders and employees are based on mutual trust/
respect/loyalty/integrity/honesty.

Leaders have the ability to analyse the situation/get the most suitable people in the right
positions to complete tasks successfully.

Leaders analyse group members/objectivesitime constraints, to adopt a suitable/relevant leadership
style.

May lead to conflict when leaders use different leadership stylesiwhen managing employees in
different situations.

The success of this theory depends on the kind of relationship that exists between the leader and
foilowers.’subordinateyempfcyees,

Leaders and followers

Teams achieve great results/set out organisational goals when there is a sense of understanding
between the leader and the team of followers/femployees.

Followers listen to what is expected of them /follow the instructions of the leader and are willing to
work as a team towards the organisational goals.

Followers easily accept responsibility when something does not work out/targets are not achieved
Leaders lead by example and reward/provide incentives for positive behaviour,

Leaders motivate employees to devise alternative strategiesito be creative and innovative/ find more
efficient ways to use available resources/increase productivity.

Followers might just trail along/stifle innovation and creativitylby depending on leaders and other
followers to pull them through the task.

Transformational leadership theory

Suitable for a dynamic environment, where change could be drastic.

The passion/visionipersonality of leaders inspire followers to change their
expectations/perceptions/motivation to work towards a common goal.

Stralegic thinking leaders develop a long-term vision for the organisation and sell it to
subordinates/employees.

Leaders have the trustirespect/admiration of their followers/subordinates.

Promotes intellectual stimulation/creative thinking/problem solving which result in the
growth/development/success of the business.

Followers are coached/led/mentored/emotionally supported through transformation/change so that
they can share their ideas freely,

Encourages followers to explore/lry new things/oppartunities.
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Leaders lead by example and make workers interested in iheir work.

Leaders have strong, charismatic personalilies and are very good at motivating staff (o achieve
results.

Enable employees [0 take grealer ownership for their work and to know their strengihs and
weaknesses,

The role of personal attitude in successful leadership

s % @& % % B 4

Fositive atfilude releases leadership potential for personal growth.

A leader's good atiitude can influence the success of the business.

Leaders must know their sirengths and weaknesses 10 apply Iheir leadership styles effectively.
Great leaders understand that he right atlitude will set ihe night atmosphese.

Leaders' atlitude may influence employees'ieams’ thoughis/befaviour:

{ eaders should model the behaviour that they want to see in team mmempers.

Successful leaders consider Lhe abilitiesfskills of team members to allocate tasksiroles effectively.
Enthusiasm produces confidence in a leader and inspires them to work even harder.

A positive atlitude is critical for good teadership because good leaders will stay with the task
regardless of difficultiesichallenges.

Successful leaders and employees have a constant desire to work and achieve personaliprofessianal
SUCCESS.

L eaders with a posilive atfitude know ihat there is always more fo leamn/space to grow.
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PAPER 2
BUSINESS VENTURES
TOIPC 9: INVESTMENT SECURITIES

CONTENT DETAILS FOR TEACHING, LEARNING AND ASSESSMENT PURPOSES
Leamers must be able to:

«  Ouline/Explain/Discuss the functions of the JSE.
s  Outline/Staie/Descrbe/ExplainDiscuss the following factors that should be considered when making

investment decisions:
o Retumn of imvestiment (ROI}
o Risk
o Investment termiperiod
o Inflation rate
o Taxation
o Liguidity

«  Explain/Discuss the various types of investment opportunities and their risk factors:
o Mutual funds/Stokvel
Managed portfolio
Venture capital
32-day nolice account
Debentures
o EndowmentRetirement anpuities
«  ExplainDiscussfAnalyse/Evaluate {posilivesfadvanlages andfor negalivesidisadvantages) of the
following forms of investment:
o GovemmentRSA retail savings bonds
o Unittrusis
o Shares
o Fixed deposit
«  Identify the following types of shares from given scenaripsfstatements:
o Ordinary shares
o Preference shares
o Bonus shares
o Founders shares
. Name/Outine/Explain/Discuss types of preference shares,
»  Outiine lhe rights of ordinary and preference shareholders.
« Diflerentiale/Distinguish between ordinary and preference shares
. DefinefExplain the meaning of debentures, dividends, capital gain, simple interest and compound
interest.
. Differentiale/Distinguish between simple interest and compound inleresl.
. Calculate simple and campound inierest from given SCenarios.
e Recommend the best investment option based on the calculalions.

oo oD
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Investment

JSE/Johannesburg Security Exchange

Share

Capiu;il Market/securities market

Short|term investment

Long term investment

Fixed|rate - 54
Accu'rnulaled Interest eamed over the investment period.
Simple interest Calculated on the original/principal amount invested.

Compound interest

Calculated each period on the originaliprincipal amount
including all interest accumulated during past periods,

Risk |

Refers o the chance that the invested amount may reduce in
value/lost in fotal over a period of time, due to unforeseen
circumstances.

INTRODUCTION

Investment securifies incorporates various ways of acquiring/accumulating wealth for both an individual and
businesses. Numerous investment opportunities are available for investors to invest their capital in. Most
investors are interested in growing their wealth while others invest to generate an additional income to
supplement their retirement eamings. Il's important for investors lo take into account the risk associated with

each 1nvéstment type.

Functioni of the JSE

< Gives opportunities to financial institutions such as insurance companies investing their

srrplus funds in shares.
S

shares.

M

" & 8 8 8 8 ° @

rves as a barometerfindicator of economic conditions in South Africa,

Keeps investors informed by publishing share prices daily.

Atts as a link between investors and public companies.

Shares are valued and assessed by experts.

S|;na|| investors are invited to take part in the economy of the country through the buying/selling of

Venture capital market is made possible on the open market,

Strict investment rules ensure a disciplined/orderly market for securities.
Rtises primary capital by encouraging new investments in listed companies.
obilises the funds of insurance companies and other institutions.
R?gulates the market for trading in shares.

Pllans, research, and advises on investment possibilities.

Ensures that the markel operates in a transparent manner.

Pr‘lmrides protection for investors through strict rules/legislation.
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Encourages short-term investment as shares can be sold at any time.

Facilitates electronic trading of shares/STRATE/Channels financial resources into productive
economic activities.

Enhance job creafion and increases economic growth/development.

Factors that should be considered when making investment decisions

Retum on investment (ROI)
Risk

Investment term/period
Inflation rate

Personal budget

Liquidity

Explanation of factors to be considered when making investment decisions
Return on investment (ROI)

Risk

Refers to income from the investment, namely interest/dividends/increased capital growth on the
original amount invested.

High/Low risk investments yield higher/lower retums.

The retum should be expressed as net after-tax gains on the investment.

Generally, there will be a direct link between the risk and the retum.

Retums can be in the form of capital gains\ where the asset appreciates in value over time.
The return on investment after the deduction of tax should be higher than the general
increase in the initial cost of investment.

Refers to the chance that the invested amount may be reduced in value/lost in total over a period,
due to unforeseen circumstances.

Different risks are linked to different investment opportunities.

The higherflower the potential return, the higher/lower the risk of a potential loss.

Investing in shares has a higher risk than investing in a fixed deposit.

Shares have low/medium risk over a longer investment period.

Shares with higher risks have a greater potential for higher returns.

Ordinary shares have the highest risk as the investor may lose the full/part of the investment when
the company is dissolved/bankrupt/liquidated.

Preference shareholders' risk is lower, as they have preferential claims on the assets of the
liquidated company/may receive some compensation before ordinary shareholders.

Share prices are linked to factors such as economic conditions/operational success of the company
which investors cannot always control.

Share prices are volatile/unstable/unpredictable/may increase/decrease sharply within hours which
contribute to the uncertainty of the value of an investment in shares on the short term.

Investment term/period

This refers to the duration of the investment which may influence the return on investment,
The investment period can be short/medium/ong-term depending on the nature of an investment
option,
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The investment period will depend on an inveslor's personal needs/goals.
The longer the invesimert period the higher the retums.
Short lerm investments enable inveslors to access their money on a shorl period if nesded.

Inflation rate

Refers to a general increase in the price of goods/services over a period of time resulting in
a decrease in the value of money.

InvestorstPeaple are affected by a high infialion rate because their moneylpurciasing power
decreases.

The retum on investment should be higher than the inflalion rate.

Inflation has a posilive effect on some inveslments such as property/shares where the income will
increase as infiation increases.

Taxation

Refers to a compulsory payment made by citizens 1o the govemment,

A good investment will yield good afler-tax retums.

Income tax implications must be considered to ensure a high net after-lax retum.
Tax rates are not necessarily the same for different investments.

Liquidity

Refers 1o the ease and speed with which investors can convert an invesiment inta cash.

An ameunt could be invested in a type of investment that can easily be converted lo ¢ashis more
liquigl.

An invesiment in a savings accountunil brust will be easier to conwverl into cash than an investment
in afixed deposit which is usually deposited for a fixed period.

Types of investment opportunities and their risks

Mutual funds/Stokvel

Managed porifolic

Venlure capital

32 day notice account
Debentures
Endowment/Retirement annuities

Mutual funds/Stokvels

It i an informal savings scheme 1o which a relatively small group of people contribule.

Each member lakes a tum to draw from the schemeffund/stakvels for their gwn personal gain.
No/Small refurn on investment, as contributions are distributed monthly to one of the members.
It encourages people o save gach month for a specific reason.

Banking fees are shared by the members, resulting in low cost of investment per member.

In times when i is hard to get bank loans, stokvel pay-outs may come in handy.

A slokvel is usually managed by a trustworthy chaiman/treasurer, who will be responsible for
keeping records and managing the bank account.
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Risk

Schemers who claim to be running stokvels may be running illegal pyramid schemes and pay-outs
may not be possible as cash has run outfmembers may lose their savings.
Maney in a savings accounl is a safe investmenl, but with low interest ralesithe retums are low.

Managed portfolio

An investor instructs a financial instilution/bank/financial advisor to manage his/her various
invesiments/assets in one portfolic.

If the portfolie does not perform wellfas expecled, the portfolio/parts thereof may be changed
withfwithout informing the investor.

Risk -

-

-

Risk is lower over a longer termiperiod.

investments are made in various sectorsfcompanies, therefore the risk is spread and better
managed by the portiolio manager.

Maney is usually invested in the capilal market and unforeseen circumstancas may impact
negalively on the value of the portfolio on the shorl termfHigh risk over the short term.

Venture capital

Venture capiial is given by investorsiusinesses to start upfexpand a business in retum to have a
share in the new/expanded business.

Investors should know the lype of businessimarketieconomic conditions before a business is
bought/started.

Buying a franchisefexisling business wilt be successiul, if the investors have done proper
research/understand exactly what hefshe is imvesting in.

Risk

The risks linked to this type of investment could be high if the investor did nol familiarise
himselffherself with the market in which Ihe business will be operating hisher business.
Entrepreneurs with limited experienca may not be able to manage the business successhlly,
causing the investor to lose somefall his/her investment.

3Z-day natice accounts

Money is invested at a fixed rale, although withdrawals may be made provided the biank is given 32
days' notice of the withdrawal.
it eams more interest than a cument/cheque/savings acoount, but less inlerest than a fixed deposit

Risk

Low risk, as investment plus interest will be paid out on the maturity date of investment.

Interest is calculated on the daily balance, accelerating the value/return on  the investrmentlowering
the risk.

Interest rate may fiucluate with market conditions, increasing the nsk.

Debentures

Debentures are issued 1o raise bomowed capital from the public.

The lender/debenture holder agrees to fend money o the company on certain conditions for a
certain period.

Debenture holders are creditors, as the company is liatie to repay the amount of the debentures.
Mosl types of debenlures can be traded on the JSE.

Page | 108



Downloaded from Stanmorephysics.com

| GRADE 12 REVISED DBE NOTES 2025

* | Debenture holders receive annual interest payments based on the terms/mumber/amount of
| debentures held. 1
Risk -
= | Debentures have a low risk as they need to be pa
= | Companies are liable to repay the amount of the d

the investor,
® | Investors may eam a steady income in the form of inte

Endowment/Retirement annuities
* | Amonthly payment is paid to an insurance company wi
determined amount on a date in the future.
= | To provide for a future expensesigive peace of mind fo fh

Risk
= | Low risk, as the insured amount will be paid out regardless of circumstances.

*  Only the closing down/bankruptey of the insurance company may result in losing the monthly
| contributions made up to the close date.

FORMS OF INVESTMENTS

FORM OF INVESTMENT DESCRIPTION

Government/RSA Retail Savings = Aform of investment with the Govemment of South Africa which
Bonds earns a fixed /inflation linked interest for the term of investment.
I * The RSA Retail Bonds offer compelitive rates, with similar benefits
| as Government is paying in the capital markets.
*  Individuals will now have access to those benefits in the same way
as businesses and corporations

Unit trusts = Alype of investment where money from many investors (called "unit
holders"), is managed by a fund manager to achieve a specific
return.

= The fund manager collects and creates a portfolio of investments
and assets.

* Generally used by investors who want to buy shares and other
assels across a mixed portfolio but have limited time or expertise to
manage such investments,

Shares = Shares represent units of ownership in a corporation or financial
asset owned by investors who exchange capital in retumn for these
units,

= Itis essentially an exchangeable piece of value of a company which

| can fluctuate up or down, depending on several different market

factor.

Fixed deposits * ltis also known as a lime deposit or term deposit, is a financial
product offered by banks and financial institutions.
* Itinvolves depositing a specific sum of money with a bank for a

| predetermined period, usually ranging from a few months to several
years.
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* The deposited amount eams a fixed interest rate that is typically
higher than the interest rate offered on regular savings accounts

Impact of various forms of investment
Government/RSA Retail Savings Bonds
Positives/Advantages
= Guaranteed retums, as interest rate is fixed for the whole investment periad.
*  Interest rates are market related and attract more investors.
* Interest can be received twice a year making it a viable investment option.
e Investment may be easily accessible, as cash may be withdrawn after the first twelve months.
®  Low risk/Safe investment, as it is invested with the South African Govemment which cannot be
liquidated.
Itis affordable type of investment for all levels of income eamers including pensioners.
Retail bonds are easily/conveniently obtained electronically/from any Post Office/directly from the
National Treasury.
No charges/costs/commissions payable on this type of investment,
Interest is usually higher than on fixed deposit.
Retail bonds are listed on the capital bond markets/on the JSE.
Investors younger than 18 years/Minors may invest with the help of a legal guardian, which
encourages saving from a young age.

Negatives/Disadvantages

*  Retail bonds cannot be ceded to banksffinancial institutions as security for obtaining loans.

*  Aminimum of R500 must be invested, which may be difficult for some small investors to
accumulate.

® Retall bonds are not freely transferable amongst investors.

= Investors need to have a valid SA identification/should be older than 18 years which may
discourage foreignersiyoung people to invest.

=  Penallies are charged for early withdrawals if the savings is less than 12 months old.

Unit trusts
Positives/Advantages
*  Managed by a fund manager who buys shares on the stock exchange/JSE.
» Easyto cash as there are no penalties for withdrawals when an investor needs all or part of
the investment at any time.
A small amount can be invested per month.
Generally, beats inflation on the medium/Aong term,
Safe investment, as it is managed according to rules and regulations.
The investor has a variety to choose from/a wider range of shares from lower to higher degrees of
risk.
Easy to invest in, as investors simply complete a few relevant forms or invest online.
*  Fluctuations in unit trust rates of retum are often not S0 severe because of diversity of the
investment fund.
= Offer compelitive returns in the form of capital growth and dividend distribution,
*  Fund managers are knuv.iedgeahlea’experlsfre!iableflmslwonhy as they are required to be
accredited to sell unit trusts.
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o Lowers [he potential risk aliowing more people to invest in the fund.

Negatives/Disadvantages
e  Share price may fluctuate due to the volatility of the market.
Unil trusts are not suilable for people who wanl 1o invest for a shorl period.
It is nol a good option for people who want to avoid risks at all costs.
Unils Trusts are not allowed to bormow, therefore reducing potential retums.
If blue chip companies do ot continue their growih path, the growih of urtit trusts will also be
affectedfii will not render the expecled returns.
«  Bid prices that are usually higher than the ask price, makes the investmenl less liquid.

. & 9 &

Shares
Positives/Advantages
= Holding a higher number of shares may result in higher proportional dividend pay-outs.
e Can be freely lransfemedfraded on the JSE.
. Shareholders' liability to the debt of the company is limited to what was investedfSharenolders have
imited liability for company debts.
»  Shareholders have voling rights at the annual general miagting (AGM).
« Rate of retum on investment {ROI) is linked to the performance of the company.
»  Investing in shares provides protection against inflation.
= Investing in shares can provide sofid retutns at retirement age.
»  Ordinary shares are usually cheaper than preference shares on the open markel.

Negatives/Disadvantages
»  Sharehclders may receive less dividendsino dividends when company profits are jow.
»  Companies have no legal obfigaiion 1o pay dividends to sharehoiders.
- Risk may be high, as investment may be lost when companies are liquidated.
« Dividends declared may be determined by the management/directors of the companytusiness.

Fixed deposits
PaositivesiAdvantages
«  Interestis eamed at a fixed rate regardless of changes in the econamic cimale.
The period of invesiment can be over & shortimediumong kerm.
Investors can choose the investment period thal suits them.
Principal amount plus interest eamed is paid oul on the malurity date.
Ensures financial discipling as investors cannot withdraw their funds before the maturity date.
Invesiors eam a better retum on investment than on an ordinary savings accounl.
The higher the principal amountithe langer the invesiment period, the higher the interest rate offered
by a financial institution.
«  [Lhas a low risk as investors are guaranieed of the final payment

NegativesiDisadvantages
«  The investor cannot withdraw their funds before the matwily date.
«  May not outperform the efiec of inflation over long tem.
«  Low retums compared to other investments.
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TYPES OF SHARES
ORDINARY SHARES
«  Ordinary shares only receive dividends when profit is made.
«  Normally the higher the net profil, the higher the dividend.
+  Shareholders are the last to be paid if the company is declared bankruptliquidated.
« Dividends vary from year lo year according 1o profits made and are delermined by the
companyfboard of directors.
»  Shareholders have a right to vole al the Annual General Meeting/AGH.
a  Shareholders are paid tasly and receive dividends afier the preference shareholders.

PREFERENGE SHARES
»  Some of these types of preference shares receive dividends regardiess of whether a profit is made.
Sharchoiders will receive their retums/dividends at a fixed rate even if the profit is large.
Shareholders have a preferred claim on company assets in the event of bankruployfiquidation.
These shares enjoy preferential rights lo dividends/frepayment aver ordinary shares.
Dividends are payable according o the fype of preference share.
Woling rights are restricted to circumslancesiresolutions.
Cumuiative preference shareholders wil receive putstanding dividends from previous years.
Non-cumulative preference shareholders will nol receive any oulstanding dividends from previous
years,
« Redeemable preference shares can be redeemed/ought back a1 the option of he issuing company
on a pre-determined future date.
«  Nor-redeemable preference shares are onfy bought hack when the company closes down for
reasons other than bankruptcy.
«  Convertibie preference shares are converied to ardinary shares after a fixed period/on the date
specified when the preference shares were issued.
«  Non-convertible preference shares il not be converled into ordinary shares.

" & 2 = B % @

Types of preference shares
Participafing preference shares
Shargholders:
o are guaranteed minimum fixed dividends.
« are entilled to share in any suiplus company profits.
» receive higher dividends when the comgany performs well.
« have preferential rights over ordinary shares on repayiment when the company closes,

Non-participating preference shares/Ordinary preference shares

Shareholders:

o receive an amount egual o the initial investment plus acerued and unpaid dividends upon
liguidation.

» do not have right to parficipate in profits afier equity shareholders have been paid a dividend.

»  will not get exira dividend in case of surplus profits.

» entitled to receive only a fixed rale of dividend every year.

Cumulative preference shares
Shareholders:
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= Shareholders are compensated for past dividends that were not paid out when profits were too
low to declare dividends/Receive dividends not previously paid out. |

Non-cumulative preference shares 3

* Shareholders are not compensated for past =) 5 ut profits were

Redeemable preference shares = 2 :
®  Shares can be redeemed/bought back at the oplio ng co ed price on
a specified date/over a certain period.
Non-redeemable preference shares
j 3% Shares are only bought back when the company other than bankruptcy.
Convertible preference shares i
©  Shares can be converted into a predetermined i
when the preference shares were issued.
Non-convertible preference shares
B Shares cannot be canverted into ordinary shares.

BONUS SHARES
* |Payment in the form of shares to shareholders.
e |Issued as compensation for unpaid dividends.
e Shareholders will own more shares and collect more dividends in the future.
. iSharehoIders receive these shares without being required 1o pay for them.

FOUNDERS' SHARES
o |Issued to the founders and incorporators/promoters of the company.
*  [They receive dividends after all other shareholders were paid,

RIGHTS OF SHAREHOLDERS
| ORDINARY SHAREHOLDERS PREFERENCE SHAREHOLDERS
Shareholders have a right to: Shareholders have a right to;
vate a the Annual General Meeting, *  Receive dividends regardless of how much profits
*  aflend the Annual General Meeting to leam are made.
about the company's performance. = Receive a fixed rate of return/dividend.
*  receive interim and annual reports. = They are paid firstlenjoy preferential rights to
= claim on company assets in the event of dividends.
bankruptcy after all other creditors and = They have a preferred claim on company assets in
preferential shareholders have been paid. the event of bankruptcy/ liquidation of the

company.

*  Receive interim and annual reports,

®  They only have voting rights at the AGM under
particular circumstances/for certain resolutions.

= Cumulative shareholders must receive
outstanding/accrued dividends from previous
years.

*  Participating preference shareholders have the
right to share in surplus profits.

Differences between ordinary and preference shares
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ORDINARY SHARES PREFERENCE SHARES
= Ordinary shares only receive dividends when profit = Some of these types of shares receive
is made. dividends regardless of profit made.
= Normally the higher the profit, the higher the = Afixed rate of retum is paid on this type of
dividend. shares
*  Shareholders are the last to be paid, if the = Shareholders have a preferred claim on
company is declared bankrupt/liquidated. company assels in the event of
bankruptey/liquidation.
= Ordinary shares are standard shares with no = These shares enjoy preferential rights to
special rights or restriction. dividends/repayment over ordinary shares,
*  Dividends vary from year to year according to *  Dividends are payable according to the
profits made as determined by the company. type of preference share.
= Non-cumulative preference shareholders
will not receive any outstanding dividends
from previous years.
e Cumulative shareholders will receive
outstanding dividends from previous years.
= Shareholders have a right to vote at the Annual Voling rights are restricted to particular
General Meeting. circumstances/resolutions.
DESCRIPTION OF CONCEPTS
Debentures

o |ltis issued to raise borrowed capital from the public.

*  The lender/debenture holder agrees to lend money to the company on certain conditions for a
certain period.

= Debenture holders are creditors, as the company is liable to repay the amount of the debentures.

*  Most types of debentures can be traded on the JSE.

*  Debenture holders receive annual interest payments based on the terms/amount of debentures
held.

Dividends
= The retum on an investment in shares which is paid regularly by a company to its shareholders.
« Dividends are decided and managed by the company's board of directors and approved by the
shareholders through their vating rights.

Capital gain
*  The retum on propertyffixed assetsfinvestments.
= Capital gains tax is payable when you sell an asset that has increased in value since you bought it.

Simple interest
*  Inlerest earned on the original amount and not on the interest accrued.
The principal amount remains the same over the entire period of investment.
The interest is kept separate unless it is reinvested.
Yields less retumn on investment.
Total amount of interest eamed on investment is less.
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Gompound interest
o Interest eamed on original amount invested, as well as interesl samed in previous period(s).
The principal amount grows with the addition of interesl to it
Interest is calculated on the higher principal amourt and again added to il
Yields high relurn on investment.
Total amount of interes| eamed on investment is high.

Differences between simpla and compound interest

SIMPLE INTEREST COMPOUND INTEREST

«  Interesl 2amed on the original amount and not an » Interest eamed on original amount invested, as
the interest accrued. well ag interest eamed in previous period(s}.

»  The principal amoun remains the same over the The principal amount grows with the addition of
entire period of investmen. interest to it.

= The inlerest is kept separate unless itis » Interestis calculated on the higher principal
reinvested. amount and again added to it

« Yields less retum on investment. » Yields high relum on investment.

»  Total amount of interest eamed on invesiment is = Total amount of interest eamed on investment is
less high.

Calculation of simple and compound interest

Read the scenario beiow and answer the questions that follow:

Ronnele wants Lo invest R30 000 in a fixed deposit for two years, She approached two banks. Saints Bank
offered her 12% simple interest per annum and Caprica Bank 12% compounded infergst per anaum.

a)  Calculate the interest amount Ronnete will receive after two years if she invests with Saints
Bank.

by  Calculate the interest amoual Ronnete wil receive after two years if she invesis with Caprica
Bank.

¢)  Recommend the hest invesiment oplion for Ronnete. Motivate your answer.

Calcwation of Simple interest of the above scenario
FORMULA: interest =P xR x T
R30 000 x 12% x 2 years = R7200
Calcyfation of Compound interest of the above scenario

Option 1

Year 1: R30 000 x 12% = R3600

Year 2: R33 600 x 12% = R4032

Tolal interest =R7632
OR

Option 2

FORMULA; P x {1 +1n

R0 000 x (1412110032

R30 000 x {1.12)2 =R37 632

Total interest = R37 632- R3¢ 000

=R7632
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Best investment option

Compound interest.

Motivation

Compound inlerest yields a higher interesl of R7 622 than the simple interesl/ Ronnete eams
interest on interest accrued,
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Leame')‘s must be able to:

= | Define/Elaborate on the meaning of insurance.

NON-COMPULSORY INSURANCE =
* | Explain/Elaborate on the meaning of non-compulsory Wﬁ’
= |Explain/Elaborate on the meaning of the following insurance concepts:
o Overinsurance
| o Under-insurance

o Average clause
‘ o Reinstatement
| o Excess
Explain the differences between over and under insurance.
iDIﬁerentiate.fDTstingLﬂsh between insurance and assurance. Give examples.
Name/Give examples of short term and long-term insurance.

ame/Explain/ Discuss the following principles of insurance:
| o Indemnification/indemnity
| o Security/Certainty
: o Utmost good faith
| o Insurable interest
Apply the average clause to calculate the compensation in the case of under-insurance.
Explain/Discuss the advantagesfimportance of insurance.
Explain the meaning of insurable and non-insurable risks,
Q)utﬁne!Give examples of insurable and non-insurable risks.

I;__i

COMPULSORY INSURANCE
*  Explain/Elaborate on the meaning of compulsory insurance.
. FrxplainIDiﬁeren(iale!Dislmguish between compulsory and non- compulsory insurance and give
examples.
*  Discuss/Explain types of compulsory insurance €.9., Unemployment Insurance Fund (UIF), Road
Accident Fund (RAF)/Road Accident Benefit Scheme (RABS)/Compensation for Occupational Injuries
and Diseases Fund (COIDA).

= Explain the types of benefits paid out by the UIF.

. Ie_eep abreast of the changes in legislation from fime to time &.q., the RAF is currently changing to the
RABS (Road Accident Beneficiary Scheme).
|
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TERMS AND DEFINITIONS
. TeRMm. "'_:DEFl_la_IiTlinIjl_".- : _ ol

Insurance Is a contract between a person/business/finsured requiring insurance cover
and the insurance company/insurer bearing the financial risk.

Insurance contract An agreement whereby the insurer underakes o indemnify the insured in
the event of a specified loss in exchange for a premium.

Insurer An insurance company that wil take over specified risks.

Insured Individual/Business that takes out insurance coverage.

Indemnify To compensate, protect or re-pay the insured in the event of a loss or
damage.

Premium The payment made by insured fo be covered in the event of
losses/damages.

Life insurance Itis a long-term insurance and is taken out on the Iife of a human being
and cover for the loss of life.

Insurable interest Is expressed in financial lerms and is the interest that the insured stand to
lose if there are losses or damages.

Unemployment Insurance Fund | This fund provides benefits to workers who have been working and are

| (UIF) now unemployed for reasons such as retrenchment.

Road Accident Fund (RAF) This fund pays compensation when a person is disabled/injured in a road

Road Accident Benefit Scheme | accident and to dependents of the individual if killed in a road accident.

(RABS)

INTRODUCTION

Managing a successful business involves planning for polential risks and hazards. There are many nalural and
man-made factors that could hinder your business's progress and revenue such as storms and fires, property
damage, and theft. These potential risks are costly, and businesses cannot bear them alone. Ensuring that your
business's day-to-day operations are protected is the most important reason insurance exists, There are also
uncommon instances, like the Covid-19 pandemic and the mass looting, that also had a massive impact on
business daily operations. Without insurance, potentially paying for the liabilities incurred on these events could
leave the business bankrupt, especially if its still developing.

Meaning of insurance

*  Insurance refers to cover for a possible event that may cause a specified loss/damage,
*  Anagreement whereby the insurer undertakes to indemnify the insured in the event of a specified
loss/damage.

= The insured must pay a premium for specified losses/damages covered.

®  Acontract between a person/business/finsured requiring insurance cover and the insurance
companylinsurer bearing the financial risk.
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NON-COMPULSORY INSURANCE
The meaning of non-compulsory insurance

«  Non-compulsory insurance is voluntaryfthe insured has a choice whether to enfer inio an insurance
contract.

»  Insured will enter a legal insurance contraci wilh the insurer, who may be represented by an
insurance broker.

DESCRIPTION/MEANING OF INSURANCE CONCEPTS
Ovar insurance

»  Overinsurance is when the item is insured for more than the actual market value.
+  BusinessesAndividuals will not receive a pay-out larger than the value of the loss at markel value.
«  This means that ihe exira money paid for the premiumg wilf ot be paid out lo ihe insurer.

Under-insurance

o Ocours when properly or assets are insured for their full markel value.
» The propertyfasset is insured for less than the current/actual vaive of the property/assels.

Average clause

»  Astipulation set by the insurer which is applicable when propertyfgoods is under insuredfinsured for
less than its market value.
o The insurer will pay for insured lossidamages in propartion o the insured value.
= This means that the insured is responsible for a part of the risk lhat is not ingured.
NOTE: The average clause applies when goodsfassets are under insured.

Calcukations of average clause

e The insured amount is divided by the market vaiue of the insured item and multiplied by the total
valuefamount of the damagesfloss.

«  Insurance companies apply the following formuta to determine the amount 1o be paid out to the
insured:

FORMULA: (Amount insured + Market value) x damages
Amounl insured x  Amount of damagesioss
Value of insured item
Example of calculating the average clause
Peler owns a thalched house valued at R160000. He insured his house with Pro-Cover
insurers for RBOOD0O, Afire in the kitchen cauged damages of R30000.

a) Cafculate the amount that Pro-Cover Insurers will pay Peter to cover damages.
Show ALL calculations.

b) Explain to Peler the reason why he did not qualify for the full amount of damages
sustained.
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R800000 _ x R3D0O00
R1000000
=R24000
Reasons for not qualifying for the full amount of damages
«  Peterinsured his house for ess {R800 000} than the market value {R1 000 000).
»  He was underinsured so the average clause had lo be activated.
«  He will only reveive R24 000 for damages, and not the full amount of (he claim (R30 000).

Reinstaternant
= Itis a stipulation whereby the insurer may replace lostidamaged property/goods instead of
reimbursing.
This shipulation is applicable when property/goods are over insured.
The re-instatement value will nol be higher than the markel value of the loss.
Insured is restored to almost the same financial position as before the loss accurmed.
Example: A business praperty Ihat has been insured for R300 000 but the market value for the
property is R200 000. Ifitis destroyed by firesstorm etc., lhe insurer will rebuild the property instead of
paying cash.
NOTE:1. Reinstatemant appliss when goodslassets are ovar-insured,
2. There is no formuta for calculating over insurance, Therefore, you will not be asked
to calculate over insurance.

Excess
» Excess is lhe amount Bt the insured agrees to pay upirant when hefshe takes out an insurance
policy/The amount the insured agrees 10 pay upfront as stipulated in the insurance policy.
. A portion of the insurance claim thal the insured will have to pay towards the cost of
replacing/repairing goods/property concemead,
. Excess paymenls protect the insurer against fraudulent ciaims as the insured is less likely to submil
afalse claimiwhen hefshe needs to pay the amount upfront.
. It is the amourt paid to the insurer when a daim for damages is lodged/ in the event of 2 dlaim.
»  Higher excess amounts keep the insurance premium lower and discourage fraud.
Excess payment prevents the insured from daiming for minor damages.

Differences between insurance and assurance

OVER-INSURANCE UNDER-INSURANCE

» PropertyfAssets are insured for more than their « Propertyfssels are notinsured for their
actual/imarket value. full market value.

e The insurer can choose to reinstale the insured e The insurer will apply the average clause
instead of making a payment. to determine the amount that will be paid.

« The insured will not receive a paycut larger than » The insured will only be paid out for the
the value of the loss al market value. amount thal he goods/assets are insured

for.
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Dirferenc;as between insurance and assurance

INSURANCE

Based on the principle of indemnity. .

The insured transfers the cost of potential loss | o
to the insurer at a premium,

= It covers a specified event that may occur, .
» Applicable to short term insurance. .
| Examples
= Property insurance/money in . rance/en
transititheft/burglaryffire annuities

Examplex'é of short term and long-term insurance

SHORT TERM INSURANCE LONG TERM INSURANCE _
= Property insurance e Endowment policy
* Mongy in transit e Life cover policy/Life insurance
o Theft  Retirement annuity/Pension fund/Provident
» Burglary fund
» Fire| = Disability policy
* Trauma insurance
| = Funeral insurance
| » Health insurance/Medical aid
Principlq!s of insurance

Indemnfﬁl:ationﬂndamnily

. U;:ualh«r applies to short-term insurance, as the insured is compensated for specified/proven
harm/loss.

*  Insurer agrees lo compensate the insured for damages/losses specified in the insurance contract, in
return for premiums paid by the insured to the insurer,

. Pﬂolecls the insured against a specified event that may occur.

. Pay-outs from the insurer will only be made, if the insured can prove the amount of the loss/damagefif
there is proof that the specified event took place.

. amount of compensation is limited to the amount of provable loss/damage, even if the amount in
the policy/insurance contract is higher.

. Trle insured must be placed in the same posilion as before the occumrence of the loss/damage/The
insured may not profit from insurance.

Security/Certainty

= Applies to long-term insurance where the insurer undertakes to pay out an agreed upon amount in the
eJlent of loss of life.
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= Apredetermined amount will be paid out when the insured reaches a predetermined age/or gets
injured due to a predetermined event.
= Aims to provide financial securityy to the insured at retirement/dependents of the deceased.
Utmost good faith

= Insured must be honest in supplying details when entering an insurance contract.
«  Both parties/insurer and insured must disclose all relevant facts.
= Insured must disclose everything that may affect the extent of the risk.
* Details/Information supplied when claiming should be accurateftrue.

Insurable interest

= Insured must prove that he/she will suffer a financial loss if the insured object is damaged/lost/ceases
to exist.

= Aninsurable interest must be expressed in financial terms.
= Insured must have a legal relationship with the insured object in the confract.

Advantages of insurance for businesses

= Transfers the risk from businessesfinsured to insurance companiesfan insurer,

o Transfer of risk is subject to the terms and conditions of the insurance contract.

= Protects businesses against theft/loss of stock and/or damages caused by natural disaslers such as
floods/storm damage.

» Businesses will be compensated for insurable losses, such as the destruction of praperty through fire.

» Business' assets such as vehicles/equipment/buildings need to be insured against damage andor
theft.

» Businesses are protected against the loss of eamings, such as sirikes by employees which may result
in losses worth millions.

»  Protects businesses against dishonest employees.

= Life insurance can be taken on the life of partners in a partnership to prevent unexpected loss of
capital,

= Should the services of key personnel be lost due to accidents/death, the proceeds of an insurance
policy can be paid out to the business/beneficiaries.

= Replacement costs for damaged machinery/equipment are very high, therefore insurance can
reduce/cover such costs.

= Protects businesses from claims made by members of the public for damages that businesses are
responsible for.

»  Protects businesses against losses due to death of a debtor.
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Examples of insurable and non- insurable risks «  The UIF provides financial assistance for a limited period to the dependents of a deceased employee
insurable risks Non-insurable risks who was regisiered with/contributed to the UIF.
These fisks are insured by insurance companies. These risks are not insured by insurance » Businesses contribute 1% of basic wages towards UIF , herefore reducing the expense of providing
companies as insurance costirisks are too UIF bengfits thermselves.
highiremains the responsibility of the business. +  Employees conlribute 1% of their basic wage to UIF.
Examples Examples « DBusinesses are compelled to register Iheir employees wilh the fund and pay the 2% levy contributions
e Theft = Losses caused by war. to SARS/UIF monthly.
«  Fidelity insurance «  Most risks oeeumng between piacing orders +  The contribution of businesses towards UIF increases the amount paid oul to employees who become
= Burglary and receiving goods. unemployed.
= Money in transit » Changesin fashion. , s+ All emplayees who work at [east 24 hours per month are required to be registered for UIF/contribule
» Fire « Losses caused by marketing malpractices by to the UIF
¢ Nalural disaster/StormsAvind/Rain/Hail the business. ' . ) ,
. | Employzes who become unemployad must register with the Depadment of Labour, and all valid
s Damage tolLoss of assets/vehicles/ = Advancement in teshnology/new machinery * clf:ifn?e? enmploy gister with the Dep ur, a
; o h ! : will be processed by the UIF.
aquipment/buildings/premises invention. ) . ] ) , ! . )
. Iniuri . « Itis an affordable contribution that makes it possible for businesses to appoinl substitute workers in
juries on premises i
some instances.

s Businesses cannol be held responsible for unemployment cover as the UIF payout to conlribulors
COMPULSORY INSURANGE direclly/dependants of deceased contributors.

a  Employers will be held personally for unemployment cover if the UIF deductions are not made/paid
Meaning of compulsory insurance timeousty.

Compulsory insurance refers ta insurance that individuals/businesses are compelled to take oul «  Employees who resign/abisconded or have been suspended ffom teir jobs cannol claim from the UIF.

Individuals/Businesses are legally obliged lo insure against certain risks that may or may not occur.
Types of benefits paid aut by Unemployment Insurance Fund(UIF

Unemployment benefits

Differences between compulsory and non-compulsory insurance . ) )
+  Employees, who become unemployediretrenched due to restruciuring/an expired contract, may claim

COMPULSORY INSURANCE NON-COMPULSORY INSURANCE within six months after becoming unemployed.
o Required by Lawfthere are legal obligations for il « |s voluntaryfthe insured having a choice = Unemployed employees may only claim if they contritured 1o UIF.
to betaktlan_out and paid for _ whether to enter an insurance contract «  Unemployed employees enjoy these banefils until the aliocated funds are exhausted.
= Payment is in the form of a levy/contribution paid |« Monthiy/Annual payments premiums that »  They may claim for benefits from he UIF if the Commission for Conciliation, Mediation and Arbitration
into a common fund from which benefits may be must be paid to enjoy cover for a nominaled (CCMA) considers their resignalion as a constructive dismissal.
claimed l._II']dEf certain conditions : : rigk. =  Employzes who become unemployed should register with the Depariment of Labour to prove that
= Paymenlis in the form of a levyfcontribution pais | = Monthly/Annual payments/ipremiums that they are job seekers.
into a common fund f!'om which benefits may be must be paid fo enjoy cover for a nominated o If an employee voluntarily terminates hisher contract, hefshe may not ciaim.
3 C|3'Ted undes cedafn condlions. E nsk.l «  Employees must apply for the UIF benefits as soon as they hecome unemployed/within six months of
Xamples . xamples . the termination of his/er employment.
UIF, RAF and Compensation FundiCEIDA Short term insurance/Multi-peril insurance {iheft, Fath claim for UIF fits when they take 1 iive davs of unoa ﬂ
fire, etc.) Long term insurancerLife insurance - t ;e :irrslhcz;rf\ tth:cﬂrild benefits when they take 10 consecutive days of unpaid parental leave after
1 .

= No tax is payable on unemployment benefits.
Types of compulsory insurance lHness/SicknessiDisability benefits

Unemployment Insurance Fund/UIF » Employses may receive these benefits if hey are unabile to work for more than 14 days withoul
receiving a salaryfpar of the salary.

«  Employees may not claim these benefits if they refuse medical trealment.

= Employees who are cantributors to the UIF may apply for ilnessidisability benefits if they are unable
to perform their duties.

« The UIF provides shod lerm bengfits to workers who have been working and become unemployed for
various reasons.
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Maternity benefits

= Ifian employee had a miscaniage, she could claim for up to
Adoption benefits

= Pregnant employees who contribute to the UIF receive these

Employees may receive these benefits if they have legally"
Employees who take unpaid leave/may receive part of their
Only one parent/pariner may claim benefits. -
A contributing employee can apply for a leave of absencels after hisfher adopted
child. 1

Dependants' benefits

Dependants may apply for these benefits if the breadwi i

The spouse of the deceased may claim, whether helshe is employed or not.

[The dependants must apply within six months of the death of the contributing employee.
ependent children under the age of 21 years are entitled to benefitsy if there is no surviving

spouse or a life pariner.

Road Aclident Fund (RAF)/IRoad Accident Benefit Scheme (RABS)

o IRABS insures road users against the negligence of other road users.

= The RAF/RABS provides compulsory cover for all road users in South Africa, which include South
African businesses.

Drivers of business vehicles are indemnified against claims by persons injured in vehicle accidents.
RAF/RABS is funded by a levy on the sale of fuel/dieselipetrol.

The amount that can be claimed for loss of income is limited by legislation.

The next of kin of workers/breadwinners who are injured/killed in road accidents, may claim directly

from the RAF/RABS.

. lTnIl:“red parties and negligent drivers are both covered by RAF/RABS.
e injured party will be compensated, irespective of whether the negligent driver is

rich/poorfinsured/uninsured.
AF/RABS aims to provide a benefit scheme that is reasonable/equitable/affordable/sustainable.
AF/IRABS aims to simplify/speed up the claims process as victims of road accidents no longer have
prove who caused the accident.
AF/RABS enables road accident victims" speedy access fo medical care as delays due fo the
vestigation info accidents has been minimised.

B =

Cumpenslation for Occupational Injuries and Diseases Fund

. e fund covers occupational diseases and workplace injuries.

. Cljgmpensales employees for injuries and diseases incurred at work,
= Compensation paid is determined by the degree of disablement.

L]

i d)rkocmlrihuiinn payable is reviewed every few years according to the risk associated with that type of
WOTK,
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All employers are obliged to register with the Compensation Fund so that employees may be
compensated for accidents and diseases sustained in the workplace.

The fund covers employers for any legal claim thal workers may bring against them.

Employers are required to report all accidents within 7 days and occupational diseases within 14 days
to the Compensation Commissioner.

Employers are responsible for contributing towards the fund and may not claim money back from
employees/deduct contributions from wages,

In the event of the death of an employee because of a work-related accident/disease, his/her
dependant(s) will receive financial support.

Employees do not have to contribute towards this fund.

Employees receive medical assistance provided there is no other party/medical fund involved.
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PAPER 2 ' o Aggressive
«  Suggest/Recommend different ways in which businesses can deal with the above-mentioned ditficul
BUSINESS ROLES

peoplefpersonalities in the workplace.
Explainfs iferent in whi i deal with dificult empioyees in the
TOPIC 1: TEAM PERFORMANCESCONFLICT MANAGEMENT + ExplainiSuggest diferent ways in which businesses can deal wilt e empioy
CONTENT DETAILS FOR TEACHING, LEARNING AND ASSESSMENT PURPOSES TERMS AND DEFINITIONS

workplace.
Learners must be able to: TERMS . - | . . - DEFINITION -

JEAM PERFORMANCE ASSESSMENT Team . (Group of peaple who work together lo achigve a comman goal.

Conflict A disagreement/a clash of opinions in the workplace.

»  Oulline/ExplainiDiscuss the following criteria for successful leam perfarmance:

o Interpersonal atlitudes and behaviour
o Shared values

o Communication

o  Collaboration.

Identify the above-mentioned criteria from given scenanos/slatements.
Outline/Explain/Discuss the characteristics of successful team performance.
IdentifyiName the fallowing slages of team development from given scenarios/slatements:

o Forming
o Storming
o Norming
o Perorming

o AdjoumingfMourning
Explain/DescribeDiscuss Ihe above-mentioned stages of team developmenl.
Describe/Explain/DiscussiElaborate on the importance of team dynamic theories in improving team
performance e.g., allocaling tasks according to the roles of team members.

GONFLICT RESOLUTION

Outline/Explain/DescribeDiscuss causes of conflict in the workplace.
Identify causes of conflict from given scenarios/statements.
Explain/Advise businesses on how they should handle corflict in the workplace (Condlict resolulion

Task/Work Wclivityfunction performed by an individual or team mermbers.

Teamwork Interactions with leam members to achieve a comman goal,

Team dynamics A way in which leam members work together in a group.

Forming Team members gel to know each other and accepl their roles in the team.

Storming Team members confront each other with their different ideas.

Morming Team members accept each other and set common goals and values for the
team.

Performance An accomplished task measured against pre-sel known standards.

Adjouming Team members have to leave a team after completion of the tasks.

Team dynarnic theories

Acsist to allocale tasks according to lhe roles of individual members.

Grievance |4 formal complaint laid by an employee when hefshe feels thal he/she has
been ill-treated by the employer.

Co-operation/ \Wilingness 1o co-operale in the team lo achieve objechves.

Collaboration

Mutual Two people share the same feeling

Commitment Keeping to a promise/amangementicause

Accountability \When someone is held responsible for hister actions

Ilnlerpersonal attitudes

The personality thal a person coninuously develops

[interpersonal behavior

How two ar more people interact with ane another

Shared values

A group of people with the same set of standards and beliefs.

stepsitechniques)

/55855 Check how well ssmething has been done

DEALING WITH GRIEVANCES AND DIFFICULT PEOPLE/PERSONALITIES

+ Differentiate between grievance and confiict.

»  ExplainDiscuss lhe comect procedures to deal with grievances in the workplace.

« IdentifyName the following difficult pecple/ personalilies from given scenarios/siatements:
o Complainer

o Indecisive

o Quer-agree

o Negativity

o Expert

o Quiet
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TEAM PERFORMANCE ASSESSMENT
mmdlnucnou

A team|refers [o a group of people working together to ach
perfornl?i ce are the individual standards by which a team
achieved the goals it has set for itself. Teams have multiple ¢!
skills, being mutually accountable, and sharing a long-term goal.
Conﬂij happens when there are differences in values and p
incompatibilty. :

Cﬁtaria!for successful team performance

Interpe;rsnnal attitudes and behaviour
|

*  Members have a positive atitude of support and motivation towards each ofher.
= (Good/Sound interpersonal relationships will ensure job satisfactionfincrease productivity of the team.
o Members are commilted/passionale towards achieving a common goall objectives.

s [eam leader acknowledges/gives credit fo members for positive contributions,

Shared values/ Mutual trust and support
. Shows loyalty/respectitrust towards team members despite differences.
*  Shows respect for the knowledge/skills of other members.
Ferfarm team tasks with integrity/pursuing responsibility/meeting team deadlines with necessary

commitment to team goals.
|

Communication
. clear set of processes/procedures for teamwork ensures that every team member understands
isther role.

fiicient/Good communication between team members may result in quick decisions.

Juality feedback improves the morale of the team,
Open/Honest discussions lead to effective solutions of problems.
q::ntinunus review of team progress ensures that team members can rectify mistakes/act pro-actively
I¢i1 ensure that goalsitargets are reached.

Co-operation/ Collaboration
. early defined realistic goals are set, so that all members know exactly what is to be accomplished.

| members take part in decision making

filingness to co-operate as a unit to achieve feam objectives.
Co-operale with management to achieve team/business objectives.
Agree on methods/ways to get the job done effectively without wasting time on conflict resolution.
Abalanced composition of skills/knowledge/experience/experiise ensures that teams achieve their
objectives.
NOTE: You must be able to identify the above-mentioned criteria for successful team
pa;rformanca from given statements/scenarios.
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Characteristics of successful team performance

= Successful teams share a comman goal as team members are part of the process of setting goals for
the group.
There is a climate of respect/irust and honesty.
Share a set of team values and implement group decisians.
Successful teams have sound intra-team relations,
Teams value the contributions of individual members and reach consensus on differences.
Team members enjoy open communication and deal with items of conflict immediately.
Teams are accountable and members know the time frame for achieving their goals.
Teams pay attention to the needs of the individual team members.
Creates an environment where team members are given opportunities to develop so that team
members grow and leam from the experience of working in a team.
*  Regular reviews of team processes and progress may detect/solve problems sooner,
= Balance the necessary skills’knowledge/experience/expertise to achieve the objectives.

The stages of team development

= Forming
* Storming
* Norming
*  Performing

= Adjourning/Mourming

DESCRIPTION OF EACH STAGE OF TEAM DEVELOPMENT
Forming stage

*  Individuals gather information and impressions about each other and the scope of the task and how to
approach it.

* Teams are comfortable and polite with each other during this stage.

= People focus on being busy with routines, such as team organisation €.9. who does what, when to
meet each other, etc.

Storming
*  Teams go through a period of unease/conflict after formation.
= Different ideas from team members will compete for consideration.
*  Team members open up to each other and confront each other's ideas/ perspectives.
= Tension/struggle/arguments oceur and upset the team members/there may be power struggles for the
position of team leader.
In some instances, storming can be resolved quickly; In others, the team never leaves this stage.
*  Many teams fail during this stage as they are not focused on their task.
*  This phase can become destructive for the team/will negatively impact on team performance, if
allowed to get out of control.
*  This stage is necessary/ important for the growth of the team.
®  Some team members folerate each other to survive this stage.
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Norming/Settiing/reconciliation

The confiict during the storming stage must be vesolved to allow the team to move to the norming
stage.

Team members come 1o an agreement and reach consensus.

Rules and responsibilities are cear and accepled.

Processesiworking style and respect develop amongst members.

Tearm members have the ambilion to work for the success of the team.

Confiicl may oceur, but commitment and unity 2re strang.

Performing stage/Working as a team towards a goal

Team members are aware of slrategies and aims of the team,

They have direction without interference from the leader.

Processes and structures are set,

Leaders delegate and oversee the processes and procedures.

Al members are now competent, autoromous and able to handie the decision-making process
without supervision,

Differences among membérs are appreciated and used ko enhance the team's performance,
The processes invalved in achieving the goals are adnhered to and team members appreciate the
contributions of fellow team members.

individual team members collectively work towards Lhe goals of the team

Adjourning/Mourning stage

The focus is on the complelion of the laskending the project
Breaking up lhe team may be faumatic as team members may find it difficult to perform as individuals
on¢e agamn.
All tasks need to be completed before the team finally dissolves.
NOTE: You must be able to identify the above-mentioned stages of team davelopment from
given scenarios/statement.

importance of team dynamic theorigs in improving team performance

Team dynamic theories explain how effective teams workioperaie.

Businesses are able to allocate lasks according to the roles of team members.

Team members can optimise/maximise performance as tasks are aliocated according to their
abililies/skillstattributes/persanalities.

Team members with similar strengths may compete for team tasksiresponsibifities that besl suit their
abilities/competencies.

Theories assist team leaders to understand the personality types of team members so that tasks are
assigned more effectively.

Conflict may be minimised when team members perform different roles.
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CONFLICT RESOLUTION

Explanation of causes of conflict in the workplace

Lack of proper communication between management and workers.

lgnoring rules/procedures may result in disagreementdifferences in opinions and conflict.
Management andior workers may have different personalities! backgrounds.

Different valuesflevels of knowledge/skillsiexperience of ManagersMorkers.

Lifllefno co-operation between inlemal and/or extemnal partiesfstakeholders.

L ack of recognition for good work such as manager not showing appreciation for extra hours worked
to meet deadlines.

Lack of employae development may increase frustration levels as workers may repeal emors due toa
lack of knowledge/skils.

Unfair disciplinary procedures, €., favouritism/nepotism.

Litilefmo support from management with reqgards o supplying ihe necessary resources and providing
quidelines.

L eadership styles used, e.g., autocratic managers may not consider worker inpuls.

Unrealistic deadiinesfHeavy workloads lead to siress resulting in conflict.

Lack of agreement on mutual matters, e.g., remuneralionAvorking hours.

Unhealthy competition/Inter-team rvalry may cause workers fo lose focus on team targels.

Lack of commitment/Distracted by personal objectives which may lead 10 an inability fo meet pre-set
targets.

Constanl changes may cause instability.

Lack of cianily regarding employees’ roles and responsibilities.

Lack of commitmentdislracted by personal abjectives which may Jead 1o an inability to meet pre-set
targets,

Complaints/Crilicism of perforrnancerbehavi,ouriarliludes may result in reseniment between the
employer and employee.

Pour organisationipracedure resulting to confusion regarding sei targets.

Handling conflict in the workplace/Conflict resolution stepsftechniques

Acknowledge that there is conflict between employersfemployessiparties in the workplace.
Identify the cause of the conflict to get clarity on its nature.

Arrange time and place for negoliations where all employees involved are present.

Asrange a meeting between conflicting employers and employees.

Make inientions/purpose for intervention/meeting dear so that parties involved may feel at ease.
Amange a pre-negoliation meeling where workersfcomplainanis will be allowed lo state their
casefviews separately.

Each party has the oppertunily lo express histher own opinionsfeelings.

Conflicting parties may recognise that their views are different dusing the meeting.

Analyse the cause (s) of conflict by breaking it down into different parts.

Evaluate the views expressed and make an objective decision.

Blame shifting should be avoided and a joint efiort should be made.

Direct conflicling parties lowards finding/focusing on sglutions.

Devise/Brainstorm possible ways of resobving the conflict.
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|

| Conflicting parties agree on criteria to evaluate the altematives.

| Selectimplement the best solution that will deal with the conflict ]
Provide opportunities for parties to agree on the b on, 5 /7 :

| Evaluate/Follow up on the implementation of the solk
Monitor progress to ensure that the conflict has be

: Source experts on handling conflict from outside th 2 bu

GRIEVANCE

v!.rheni an employee is unhappy/ has a
oblem/complaint in the workplace.

GRADE 12 REVISED DBE NOTES 2025

Types of difficult personalities

Complainer
Indecisive
Over-agree
Negativity
Expert
Quiet
Aggressive

Ways in which businesses can deal with difficult personalities

TYPE OF PERSONALITY

STRATEGY TO DEAL WITH A PERSONALITY

Itis when an individual/group has a work-related Disagreement between two or more parties in the
issue workplace.

It is a/formal complaint which requires
employee to follow a grievance procedure.

Can be resolved through following proper conflict
resolution steps.

Offers employees a channel to express their
dissatisfaction

Examples that can cause a grievance:
Dism‘rtlinaﬁun, unfair treatment, poor working
conditions. clashes/different values.

Examples that can cause conflict;
Alack of trust/miscommunication/ personality

Corracté procedures to deal with grievances

!r\n aggrieved employee must verbally report the incident/grievance to histher supervisor/manager.
Supervisor/Manager needs to resolve the issue within 3 to 5 working days.
Should the employee and supervisor not be able to resolve the grievance, the employee may take it
to the next level of management.

he employee may move to a more formal process where the grievance must be lodged in
writing/completes a grievance form,

he employee must receive a written reply in response to the written grievance.

grievance hearing/meeting must be held with all relevant parties present.
ginules of the meeting must be recorded, and any resolution passed must be recorded on the formal
rievance form.
$hould the employee not be salisfied, then he/she could refer the matter to the highest level of
management.

0op management should arrange a meeting with all relevant parties concemed.
ri&inules of this meeting should be filed/recorded, and the outcome/decision must be recorded on the
formal grievance form,
Should the employee sfill not be satisfied, he/she may refer the matter to the CCMA who will make a
final decision on the matter.
The matter can be referred to Labour Court/Labour Appeal Court/Constitutional Court on appeal if the
employee is not satisfied with the outcome taken by the lower courts.

|
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Complainer

* Listen to the complaints but do not acknowledge them
= _Interrupt ihe situation and move to the problem-solving process

* Guide them through altematives.

Indecisiveness * Stay in control and emphasise the imporiance of making a decision.

= Help them make the decision or salve the problem

Over-agree e Be firm and do not let them make promises that they cannot keep.

= Follow up on their actions

= Be firm with them and do not let them draw the supervisor into their

Negativity negativity.

Listen to them but do not agree with them

Expert

Be firm and assertive.
Do not accuse them of being incarrect/Do nat get caught in their game.
Know your facts.

Quiet

Do not fill their silence with words

Wait for their response

Prompt them through the process so that they can give input
Restrict the time of the discussion

Aggressive

Allow them time to speak and blow off
Be firm, but do not attack them
= Do not allow them to be hostile toward others

NOTE: You must be able to identify difficult personalities from given scenarios/ statements and
suggest strategies to deal with EACH type of difficulty personalities.

Ways in which businesses can deal with difficult employees in the workplace

Get perspective from others who have experienced the same kind of situation to be ahle to
understand difficult employees.

Act pro-actively, if possible, as a staffipersonnel problem is part of a manager's responsibilities,
Regular meetings with supervisorsideparimental heads should help to identify difficultproblem
behaviour.

Ask someone in authority for their input info the situation,
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Identify the type of personality which is crealing the problem.

Meet privately with difficult employees, so that there are no distractions from other employeesfissues.
Make intentions and reasons for action knowr, so that difficult personfpeople feel 3l ease,
Employees should be lold what specific behaviours are acceplable by giving details about what is
wrongf unacceptable and also an opportunity to explain thelr behaviour.

A deadiine should be set for improving badsdifficult behaviour.

The deadiine date should be discussed with the difficull employee and hisfher progress should be
monitored! assessed prior to the deadline.

Guidelines for impravement should be given.

Do not judge the person butiry to understand himmer/Understand hisher intentions and why he/fshe
reacts in a certain way.

Keep communication channels open/Encourage employees (o comminicate iheir grievances to
management.

Build rapportisound refations by re-eslablishing personal connection with colleagues, instead of
relying on e-mails/messaging/social media.

Help ditficult employess to be realistic about the task at hand.

Remain calm and in control of he situation to get the person(s) to collaborate.

Treal people with respect, imespective of whether they are capable/ competent or not.

Sometimes it may be necessary to ignore and only monitor a difficult persan.

Identify and provide an appropriate support program to address areas of weakness.
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TERM THREE
BUSINESS ROLES PAPER 2
TOPIC 12: HUMAN RIGHTS, INCLUSIVITY AND ENVIRONMENTAL 1SSUES

Learners should be able to!

»  Outfine/Name Ihe following hurman rights in the workplace:

o Privacy

o Dignity

o Equity

o Freedom of speech and expression
o Information

o Safety, security and protection of ife
+  Idenlify the above-stated human rights from given scenarios fsiatements.
»  Recommend ways in which businesses could deal with the above-slated human rights in the
workplace.
e Oulline ihe economic rights of employees in the workplace.
»  Name the social rights of employees in the workplace.
»  Recommend ways in which businesses could promote social rights and cultural rights in the

workplace,
Explain lhe implication of equality, respect and dignily on businesses.
DIVERSITY

o Define/Elabiorate on the meaning of diversity in the workplace.
s IdenlifytName the following diversily issues from given scenarios/siatements:

o Pavery
o Race
o Gender
o Language
o Age
o Gulurefreligion
o Disability
+  Recommend/Suggesl ways in which businesses eould deal with the above-stated diversity issues in
the workplace.
o Discuss the benefits of diversity in the: workplace.
ENVIRONMENTAL FACTORS

»  Explain the responsibilities of employers in prometing human health and safety in the Wworkplace.

¢ OullineMExplain/Discuss the roles of ihe health and safety represanlalives in protecting the workplace
environment, e.g., checking on the effectiveness of health and safety measuresfidentifying potential
dangers in the work environment/ investigating workers' complaints, etc.

«  Igentify the roles of healih and safety representalives from given scenarios.

»  Explain (he respansibililies of workers/employses in promating human health and safety in the
workplace.
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= Identify the responsibilities of employers and employeesiworkers in promoting human heallh and
safety in the workplace from given scenarios. =

»  Recommend/Suggest sirategies businesses may use {0 protec

. sess a business venture on human rights, inclusivity,
shweys interviews, etc.

TERMS AND DEFINITIONS
TERMS DEFINITIONS
Human rights The rights of all human beings
[ or any other satus.
InclusT'ivity Means that no one should be exc!
i | language/disability.
Environmental issues Relate to preserving a clean/safe
Diver#ity It means the warkforce must include groups of a variety of people who are
| different in race/gender, class etc.
Poverty Being unable fo salisfy basic needs due to lack of income ta buy
| goods/service.
Inequality Unfair differences between groups of people in society/When some have
| access to more wealth/status/opportunities than others.
Race | Classification of people according to their physical differences e.g., colour
of their skin.
Gender Refers to being male or female.
Disability A physical or mental condition that limits a person's movements, senses,
or activities.
Religion A belief in and worship of a superhuman conlrolling power, especially a
| personal God.
Age | The length of fime that a person has lived, or a thing has existed.
Culture The ideas, customs, and social behaviour of a particular people or society.
Equality The fact of being equal in rights, status, advantages ec.
Respect A polite behaviour towards or care for somebody/something that you think
is important.
Dignit A calm and serious manner that deserves respect.
Economic rights The rights each person has to be economically active.
Social rights Right to welfare benefits.
Culturdl rights Aright to participate in cultural activities and events of your choice.

HUMAN RIGHTS

= Human rights are rights that everyone must enjoy by mere fact that they are human beings

. They are protected by the Bill of Rights contained in chapter two of the consfitution of the Republic of
South Africa.
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HUMAN RIGHTS IN THE WORKPLACE

Privacy
Dignity
Equity
Freedom of speech and expression
Information
Safety, security and protection of life
Note: (These human rights should be viewed in the context of the business/werkplace)

Ways in which businesses could deal with human rights in the workplace.
Privacy

= Businesses may not violate the rights of the employees and clients.
= They should not provide personal information about employees to anyone else,

= Information on employees who have disclosed their HIV/Aids status/any chronic illness must be kept
confidential,

= |lis illegal to read other people’s emails/record conversations unless stated clearly and upfront.

Dignity
* Businesses must freat all employees with respect/dignity regardiess of their socio-economic status,
= They should not force workers to do embarrassing or degrading work.

Equity

»  Businesses must give equal opportunities/not discriminale against their employees on the basis of
gender/race/religion/sexual orientation.

s Equal pay for work of equal value.

e They should apply relevant legislation fairly on all levels.

= Managers should ensure that no employee suffers because of discrimination.

Freedom of speech and expression

»  Businesses should allow open communication channels between management and employees.
»  They should give employees a platform to raise their grievances without any victimisation.
*  An employee should not be punished/discriminaled against for voicing their opinion.

Information

= Workers should have access to information, including all information held by the government, such as
policiesiwork schedules/employment contracts/labour laws such as BCEA/EEA/SDA, etc.

*  Business needs to be transparent in their financial statements/Employees may request to see these
statements with motivation.
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Employees should be informed/updated as new information becomes available.

Safety, security and protection of life

» Employees shoukt work in & safe working environment free from hazardous progucts/areas.

« Provide workers with protective clothing such as gloves and footwear and helmets,

«  Comply to safety legistation such as OHSA/COIDA.

»  Take precaufionary measures 1o ensure employees and their belangings are safe in the warkplace.
Inclusivity

Means ihat no one should be excluded hecause of their genderfagefrace/ language/disability.
Businesses can achieve inclusivity by promoling equality, respect and dignity in lhe warkplace.

ECONOMIC RIGHTS OF EMPLOYEES IN THE WORKPLACE

Free from forced labour

Free lo accept or choose work

Fair wagesf Equal pay/ Equal pay for work of equal pay
Reasonable limitation of working hours

Safe and heaithy working conditions

Join, form trade unions

Right to participate in a legal shike

SOCIAL RIGHTS OF EMPLOYEES IN THE WORKPLACE

Aciess to clean waler
Education

Health care
Protection

Ways to promote social rights in the warkplace

Businesses should ensure that employees have access (o clean water/social securty.
Encourage employeas/Provide opportunities for skills training/basic education.

Register workers with UIF to provide adequate protection in the event of unemploymentiliness.
Encourage employees to participate in special events such as World Aids Day.

Provide health care services by eslablishing site clinics to give employees access o basic medical
examinations,
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CULTURAL RIGHTS OF EMPLOYEES IN THE WORKPLAGE

Ways to promote cujtural rights in the werkplace

Business should employ people from various cultural backgrounds,

Provide the envirenment in which employees are free to use their language when interacting
with others during their free time.

Businesses should encourage employses to attend/participate in cultural activities.

Allow employees to provide solutions to challenges from their awn cultural perspective.
Maka provision for different cultures, such as food served in the canteen/entertainment at staft
functions.

Regular cultural information sessions will help employees to respect each ather's culture in
the workplace.

Make provision for different cultures , such as faod served in the canteenfentertainment at
staff functions.

Provide the environment in which employees are free to use their own language when
interacting with others during their free time.

Allow employees to provide solutiens to challenges from their own cultural perspective.
Employees should be trained on cultural tolerance/Business policies should promote cultural
tolerance.

Have flexible dress code policy that allows employees to wear suiltable cultural
regaliafaccessories.

Implication of equaiity, respect and dignity on businesses

Businesses should treat all their employees equally, regardless of their
race/colour/ageigender/disability.

Al workers should have access 1o equal opporlunities/positionss resources.

Employers and employees need Lo comply wilh legislalion with regard o equal cpportunilieshuman
rights in the workplace.

Businesses should develop equity programmesipromole strategies to ensure thal all employees are
{reated equally regardless of slatus/rankf/power. [

Mission statement should indude values of equality/respecl.

TrainingAnformation/Business policies should include issues such as
diversily/discriminalion/harassment.

Employers should respond swiftly and fairly lo reported incidents of discrimination in the workplace.
Ensure Ihal employees work in an environment that is conducive to safelyfaimess/free from
embarrassment.

Orders{Tasks should be given respectfully and allow the recipienliemployee to have a say in the
manner in which the task should be performed.

Treat workers with respect/dignity by recognising work well donefthe value of human capital.
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DIVERSITY

The meaning of diversity

«  Diversity refers to the variety of people employed ba
groups/disabilities/material wealth/personalitiesthow e

= Businesses employ people from different cultural backgie i

® Husinesses should have systems in place to support divers| / is

Diversity issues in the workplace

kl ijoveny

® Race

= Gender

* Language

« Age

. dulture!relrglcn
. Q!sabmty

|
Ways in ?vhich businesses could deal with diversity issues in the workplace
Povenyi

= Businesses should employ people from different socio-economic backgrounds/ status.
e Reward employees for services well-rendered.
= Offer subsidised meals/canteen facilities on the premises.
= Supply free uniforms fo employees for safety purposes.
e Train all employees so that they can be able to deal wilh retrenchment.
. in some unemployed people from local communities as part of a business's CS projects.
*  Give previously disadvantaged individuals a chance to be educated by incorporating Adult Basic
Eﬁucahon and Training (ABET) into training programmes of the business.
sure that the prices of products are affordable for the identified consumer market.
- Shonsor leamerships for unemployed people/use grants received from SETAS to train more
ur\employed people from local communities.

. Irpplemenl affirmative acfion policies as required by law.

. N'P discrimination should be made based on skin colour.

= Epsure that the workplace is diverse by employing people from different race groups.

. W'hen appointments are made, previously disadvantaged peaple should get preferential treatment.
- Cpmply with the Employment Equity Act and BBBEE when appointing people,

Gender |

. h’éﬁlas and females should be offered equal employment opportunities.
= Business directors should promote both men and women in managerial positions.
»  Women should be employed to comply with EEA.
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s Targets may be set for gender equity in the business.

= New appointments should be based on skills and ability.

= Introduce affirmative action by ensuring that male and female employees are remunerated
fairly/equally.

Language

Provide training in the official language of the business.

No worker should feel excluded in meetings conducted in one language only.

Employ an interpreter so that everyone can fully understand what is being said in a meeting.

All business contracts should be in an easy-to-understand language and should be available in the
language of choice for the relevant parties signing the contract.

=  Business may specify that all communications should be in one specific language only and would
expect employees to have a certain level of fluency in that language.

Age
= Abusiness may not employ children aged 15 or younger.
= The ages of permanent workers should vary from 18 to 65 to include all age groups.
= Young employees must be advised to respect and leam from older employees.
=  Businesses must encourage older employees fo help young employees to develop their potential.
«  Promotions should not be linked to age, but rather to a specific set of skills.
L]

A business may employ a person who is older than the normal retirement age, if that person is the
most suitable candidate.

= The business should encourage employees to be sensitive to different perspectives of variaus age
groups.

Culture/Religion

Cater for special food/preparation methods in the workers' canteen.

Businesses should acknowledge/respect cultural differences of employees.

The business may not discriminate against employees on the grounds of their cultural background.
Business must not force employees to do work that could be against their religion

Business must be sensitive to special requests from different cultural groups, e.q., allow day(s) off for
cultural holidays/festivals.

Disability

Business should provide employment opportunities for people who are physically challenged.
Employees should be frained on how to deal with colleagues with disabilities.

Business should be well informed on how to deal with disabled employees.

Accommodate people who are physically challenged by providing faciliies/ramps for wheelchairs, elc.
Ensure that workers with special needs are not marginalised/feel excluded from workplace activities.
Policies and programs should accommodate the needs of people with disabilities.

Create an organisational culture/climate that is conducive for people with disabilities.

Business should bring in exteral experts to help with disability and accommodation issues.
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Facus on skillsfwerk performance of the disabled warker, rather than his/her disability/possible
problems hefshe may pose in future.

BENEFITS OF DIVERSITY IN THE WORKPLACE

Workforce diversity improves the ability of a business to solve problems! innavale/culiivale diverse
markets.

Employees value each other's diversily and leam to connecticommunicate acress lines of difference.
Diversity in the workforce improves morale/motivation.

Employees demonstrate greater loyalty 1o the business because ihey feel
respected/accepted/understoad.

Diversified workforce can give businesses a competitive advantage, as they can render better
services.

Being respectul of differences/demonstrating diversity makes good business sensefimproves
profitability,

Diverse businesses ensure that its policiesfpractices empower every employee to perform at histher
full potential.

Slakeholders increasingly evaluale businesses on how they manage diversily in the workplace.
Employees from different backgrounds can bring different perspectives to the business.

A diversified workforce stimulaies debate on newfimproved ways of getling things done.
Employees represent various groups and are therefore beiter able lo recognise customer needs and
satisfy consumers.

Businesses with a diverse workforce are more likely to have a good public image and alfract more
customers.

ENVIRONMENTAL FACTORS

Enviranmental issues relate to preserving a cleanfsafe/susiainable environment.
Businesses should assess, control and address all lhe physical, chemical and biological factors in the
environment.

Rasponsibilities of employers in promoting human health and safety in the workplace

Provide and mainlain all he equipment that is necessary to perform the work.

Equipment musl be used under the supervision of a designated Irained worker.

Keep lhe systems to ensure that there will be no harmul impaci on the health and safety of workers.
Reduce/Remove dangers to workers and provide personal protective clothing,

Employars must know where potential dangers might be and take measures to eliminate or limit the
ham.

Ensure thal the workers' hiealth is not damaged by hazards resulling from preduction
{processing/storageftransportation of materials or equipment.

Workers must be informed fAnslructed/and supendsed b limil potential dangers to them/Emergency
exit door signs should be visible fo all employees.

Comply with safely laws which seek to promote a heallby working emironment.
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Roles of health and safety representatives in protecting the workplace environment

a & & & 4 & 9 9

Ensurs lhat protective clothing is provided /available to all workers.

Identify potential dangers in the workplace.

Initiate/promote/Maintain Review measures to ensure lhe healih and safety of workers.
CheckiMonitor ihe effeciveness of healih and safety measures with management,

Ensure that all equipment that is necessary 1o perform work are provided fmaintained regularly.
Promate safely training so hat employees may aveid polential dangers/act pro-actively.
Ensure ihat dangerous equipment is used under the supervision of lraingd/qualified workers,
Ensure that workers' health and safety is not endangered by hazards resulling from production
Iprocessing/storageftransporation of matenalfequipment.

Work together with the employer 1o investigate any accidenlsicomplaints from the warkers conceming
health and safety in lhe workplace.

Ensure lhal employers comply with COIDA.

Responsibilities of warkersfemployees In promoting human health and safety in the workplace

Workers should take care of their own health and safety in the workplace.

Co-operale and comply with the rules and procedures, e.g., wear prescribed safely dothing.
Report unsafefunhealthy working conditions to the relevani aulharities/ management.

Report actidents to the employer by the end of Lhe shift.

lUse prescribed safety equipment.

Take reasonable care of their own safety [ Inform the employer of any illness that may affect the
ability to work.

Ways in which businesses could protect the environment and promote human health in the workplace

Laws and regulations should be adhered 1o so that profits are not generaled at the expense of the
environment,

Poliution and other environmental issues should always be considered in all business actities such
ag safe disposal of waste/dumping of toxic waste.

Becnme involved in environmental awareness programmes.

The environment can be protected by altering produclion technigues in favour of cleaner and greener
fechnologies.

Water for human consumption should be tested before it is used.

Promote nalure conservation by looking afler natural resources.

Winimise pellution, by re-using, reducing and recycling.

Reduce consumplion of goods/services which are environmentally unfriendly.

ReqisterfEngage with recognised institutions/bodies that promole green peace.

Physical working condilions should always be worker friendly, safe and promole occupalional health.
Physical working condiions such as adequate lighting/ventilation shouldi be available and functionat.
Machings must be servicedimaintained requiary.

Educale people about hygiene issues.

Encourage employees to do reguiar healh checks.

NOQTE: {The focus should on how the businass should do it)
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BUSINESS ROLES PAPER 2
TOPIC 13: SOCIAL RESPONSIBILITY AND
SOCIAL RESPONSIBILITY

|
[Peﬁnea'Elahurale on the meaning of social responsibility.
&IEprain the relationship/link between social responsibility
Suggest ways in which a business project can contribute
Eonln‘butiuns lo NGO's, involvement in community educatio

rogrammes. s
Identify/Name the following socio-economic issues from gi
| o HIViAids

o Unemployment

| o Poverly
eroommend!Suggesl ways in which businesses can deal with the above-stated socio-economic
issues.
Explain/Recommend/Suggest ways in which businesses can contribute time and effort in improving
Ipe well-being of employees and communities.

conpo;}m SOCIAL RESPONSIBILITY/CSR

Define/Elaborate on the meaning of CSR.
Describe/Explain the purpose of CSR

Identify/Name/Qutline the components of CSR: environment, ethical corporate social investment,
fealth and safety.

iantffy CSR programmes from given scenarios/statements.

xplain/Discuss/Evaluate/Analyse the impact (positives/advantages and/or negatives/ disadvantages)
:f CSR on businesses and communities.

coamﬁ'me SOCIAL INVESTMENT/CSI

Define/Elaborate on the meaning of CSI.
xplain/Describe the purpose of CSI.
me/Oulline CSI focus areas, e.g., community, rural development, employees, environment.
Explain/Distinguish/Differentiate between CSR and CSI.

Explain/Discuss/ Evaluate/Analyse the impact (advantages/positives and/or disadvantages /negatives

of CSI on business and communities.
|
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TERMS AND DEFINITIONS

TERM DEFINITION

Social An ethical viewpoint that says every individuallorganisation has an obligation to
responsibility benefit society as a whole.

Corporate Refers to businessesfimms/organisations.

Corporate Social | The continuing commitment by business to behave ethically and contribute to
Responsibility | economic development while improving the quality of life of the local community and
(CSR) society at large.

Corporate Social
Investment (CSl)

The investment of corporale funds/other assets for the primary purpose of achieving
social outcomes.

Contemporary | Current societal and economic factors that impact on the business.
Socio-economic
issues
Triple bottom Refers to the 3Ps that businesses should always consider in their operations, namely,
line PROFIT, PEOPLE and PLANET.
Sustainability | Using the resources in such a manner that future generations will be able to use
them.
Well-being Caring for the needs of employees and the communities.
Demographics | Siatistical data of the population in term of race, age and income.
Staff turn-over Rate at which the employer has to replace their employees.
SOCIAL RESPONSIBILITY

The meaning of social responsibility

*  Anethical viewpoint that says every organization has an obligation lo benefit society as a whole.
*  The responsibility of every organization to contribute towards the well-being of the community and the
environment in which they live.

Relationship/Link between triple bottom line and social responsibility (PPP)
Profit/Economic

*  Triple bottom line means that businesses should not only focus on profiticharge high prices
but should invest in CSI projects.
=  Businesses should not make a profit at the expense of its community.
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People/Social

«  Business operations should not exploit peoplelemployeasicustomers which may have a
negative impactfharm the community.

» Businesses should engagefinvest in sustainable community programme/praoject that wil
henefit/uplift communities.

» Improve the lifestylefquality of life of their human resourcesfemployees.

Planet/Environment

s  Businesses should not exhaust resourcestharm the environment far production/profit
PUrposes.

» They may support energy-efficientieco-friendly products! production methads.

= Recydle and Re-use waste such as packaging from recycled malenial.

Socio-economic issues

« HIVAids
« Unemployment
= Poverly

Strategies to deal with socio-economic issues
Strategies to deal with HIV/Aids

= Counselling programmes/rain counsellors ko provide infacted and affected personsfemployees.
Develop counseling programmes for infected/affected personsiemployees.

Conduct workshops on HIV/Aids programmes/campaigns.

Roll out anii-relroviral (ARV} Ireatment programmes (ART} for the infected employees.

Encourage employees to join HIV{Ads supparl groups.

Develop slrategies io deal with stigma and discrimination.,

Participate in the HIV/Aids prevention programmes implemented in the community.

Supporl non-governmental organisationalicommunity-based organisalion™PC HIVIAIdS initiatives.

Strategies to deal with Unemployment

Provide skills development programmes through leamerships,

Offer bursaries to the community te improve the kevel of education.

Greale jobs for members of the community.

Provide entrepreneurial programmes that can promote seti-employment.

Supporl existing small businesses to create more employment opportunilies.

Use members of the community for implementing CSI projects in the community.

Strategies to deal with Poverty

= Investin ayoung slading SME thal can be a business compeitor, buyer or supplier.
o Aftract the best employees by bemg socially responsible and offering the best volunteering programs.
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»  Support poverty allevialion programmes Ihal are offered by he govemment.
« Donale moneyffaod parcels 1o local NGO's.

Ways in which husinesses can contribute time and affort in impraving the welkbeing of employzes

»  Pay fairwages/salaries to lhe workers based on the nature of Iheir workithe prevailing economic
conditions in the market.

« Provide transpart for employees whoe work unusually long hours.

+  Pay fair bonuses, based on busingss eamings, as acknowledgement for hard work and commétment,

= Working condiliens should include safetyimedicalicanteen facilitieshenefits fike

housingfleavefretirement.

Provide for employees' participation in decision making that affecls them.

Provide for recreational facilities to secialise and strengthen work relations.

Offer annual physicalimedical assessments to workers to promote health awareness.

Make trauma debriefing/counselling/assistance available to any employee who requires these

SEIVIces.

s Offer financial assistance in the case of any hardship caused by unexpected medical costs.

+  Allgw flexible working hours to enhance productivily.

= Qffer supporl programmes for employees infecled and affecled by HIViAids.

»  Make chiidcare faciliies available on the premises for working mothers in the business.

«  Start 2 nutritional programme so that employees can enjoy one meal per day to keep themin a
healthy condition.

«  Give tlime to staff to gel invotved in projects they choose/Mliow slaff to use some of the werking hours
to participale in the projects of their choice.

»  Establish coaching and mentoring programmes for junior employees.

= Conduct team-building sessions to improve employees' morale.

»  Encourage employees to altend capacity-buiiding workshopsitraining programmes/ staff-development
programmesfteam-development programmes.

Ways in which businesses can contribute time and effort in improving the well-being of communities

» Business should improve Ihe general quality of life of heir community, e.g., invest in education, etc.

= Ensure that the product they supply do not harm consumersihe environment.

»  Refrain from engaging in ilegalhamful practices such as employing children under the legal
agefselling illegal substances, elc.

» Make elhically comect business decisions, e.g., not engage in unfainmisk:ading adverlising, ele.

« Donate money to a community projectirun a project to uplift the community.

«  Provide recreationalfspost facililies to promote social cohesionheallhy activities.
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|
CODP%'RATE SOCIAL RESPONSIBILITY/CSR

Meaning of CSR

Purposi

The continuing commitment by business to behave ethicall e lo economic development
while improving the quality of life of the local co
Corporate Social Responsibility/CSR is the way a busing
morally, regarding the use of human, physical and finang _
|Corporate Social Responsibiliy is an obligation required by 2
|society. -
|
p of CSR

CSR programmes are interal programmes that businesses laws and ethics.

Compo

Key areas of concem are protecting the environment, the we being of employees from the community
and civil society in general.

Businesses seek fo promote public interest and do away with harmful practices without the need for
any formal legislation.

Ii3usiﬂess operations address Triple bottom line through CSR programmes by considering its impact
on people, profit and planet.

CSR aims at creating a safe working environment for employees.

CSR programmes and activities the business underiakes to contribute positively to the community in
Wwhich the business operates.

;CSR may take the form of a monetary danation to support local organisations.

|
r*ents of Corporate Social Responsibility (CSR)

nvironment
glhicai corporate social investment
Health and safety
Corporate governance
Business ethics
Employment equity
upply chain/Distribution channel
Customers
Gommunity

COOPER%ATE SOCIAL INVESTMENT /CSI
The mea+ing of CSl

h{!oney that a business budgets to provide solutions to social problems within the communities from
ich they draw their workers or where they sell their products/services.

Projects that are not part of the normal business activities of a business and are designed and aim fo
benefit the community.

Tbe projects are not directly for purposes of increasing company profits.
|
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Purpose of CSI

CSl aims at contributing towards sustainable growth/development of its immediate
communities/non-profit organisations/charities.

CSl is enforceable by law and govemment requires business to make CSI contributions.
CSI projects play a positive role in the development of communities.

CSl reveals a business's atfitude towards the community in which it operates.

CSl projects are long-term investment.

Itis relevant to the South African context where socio-economic upliftment is such a priority.

CSl focus areas

Community

Rural development
Employees
Environment

Examples of CSI projects

Donation to support local organisations

Being involved in conversation projects

Investing in job creation projects

Providing adult basic education

Teaching entrepreneurial skills

Sponsoring arts and culture programmes

Establishing programmes to promote early childhood development

Other examples of CSI projects from the scenario

Joe Trading Enterprise is making large profits due the excellent service and quality of products offered to
customers. The management of JTE has decided to invest some of the business profit in the community
they operate in by doing the following:

JOE TRADING ENTERPRISE (JTE)

*  Buy school uniforms for needy leamers
= Offer HIV/ AIDS prevention programmes

= Offer food parcels to alleviate poverly

= Donate money to social events that benefit the community directly.
» _Fund additional lessons, for example Mathematics and Science

Identification of examples CSl projects from the scenario

School uniforms for needy leamers

HIVI AIDS prevention programmes

Food parcels to alleviate poverty

Donating money to social events that benefit the community directly
Funding of additional lessons, for example Mathematics and Science
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Impact of CSR/CSI on businesses

Advantages/Positives

a & & 8 B

May atiract experienced employees which could increase preduchivity.
Improved image as the business locks after employees.

A business may have a compelitive advantage, resulting in an improved reputalion.
Promotes cusiomer loyalty resulting in more sales.

CS! projects may be used as a marketing siralegy to promole their products.
The business enjoys the support of communities.

€Sl projects promate teamwork within businesses.

£S1 helps to atiract investors because of increased profils.

Gives businesses tax advantages such as tax reduclion.

Assists in solving socio-economic issues like poverty and unemployment.
Employees feel as if they are making a difference in working for the business.
Improves the healih of its employees through focused GS1 projects.

Negatives/Disadvantages

a B » 4 w &

Cuslomers may not buy their productsiservices resulting in a decrease in sales.

Small and medium enterprises fing it difficult to implement CSI programmes.

Detailed reports must be drawn up, which can be time CONSUMANG.

Social invelvement is funded from business profits which could have been used to reduce prices.
€51 activilies distracl business focus from ils core business functions.

Businesses find it difficult to adhere 1o legislation governing C8I.

[Lis difficult fo accurately measure the efleciveness of social investment.

Most managers are nat trained fo handle social programmes.

Employees may spend more fime working on CSl projects instead of focusing an their core duties.
Shareholders may receive less dividends, as some profiis are spent on CSl,

NOTE: that tha impact of CSR and CS| on business are the same

Impact of CSRICS| on the community

PositivesfAdvantages

Community skills can be improved through the provision of bursarnies.

Betler educationak lacilities are estabiishad in poor communilies.

The standard of living of the community is uplifed/Quality of life of communities is improved.

Invesling in the medical infrastructure, wili improve the heallh of communities.

Socio-economic issLes are attended tofaddressed which will improve the welfare of the community! Assists in
addressing socio-economic issues like povertyfunempioyment.

Training oppurtunities in Ihe community increase the possibility of appointments of members of the communily.
implementing developmental programmes in the communily improves entrepreneurial skills of
communites/Businessas become more community based by working closely with the community te roll
out skills development project.
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NegativesiDisadvantages

. Businesses are nol aways equipped to address social problems.

2025

. Communities tend fo be depandent on CSR programmes and siruggle to take lheir twn iniliatives.
a  Communities may not sustain the infrastructure provided through CSR projects due to lack

of financial resources.

. Distribution of scarce resources lo selected beneficiaries in the community may cause problems

such as diserimination.
. Some businesses only participate in CSR initiafives to raise profit and do not really care for t
community in which they operate.

he

. Businesses cannol meet the longer term needs of the society/Business cannot delfiver suslainable

CSR programmes.

. The benefits of the programmes may nol filler to the intended persons within the community.

. Spending money on GSR programmes means the business has to recover expenses throug
prices which have a negative impacl an the economy.

h higher

. Businesses tend to focus an CSR programmes that does nol directly benefit the community.

. Less money is available for community projects during untavourable economic condiions.

«  Consumers are nol easily convinced thal a business is acting in the best interest of the community

and the environment.
NOTE: that the impact of CSR and CS) on the community ara the same

Differances between Corparate Sociat Respensibility (CSR) and Corporate Socia)
Investment (CS1)

GORPORATE SOGIAL RESPONSIBILITY CORPORATE SOCIAL INVESTMENT

The intention is to change business praclices. - Actively committing money and resources to
uplift the community,
- Fogus is on increasing image and profits. - Focus is on he upiftment of community
without relurn on investment,
- Ensure that all internai C$I policies/praclices - Ensure that CS| projects are relevant to the
include slakeholders’ inlereststenvironmental needs of communities.
issues.
- Oflen intended as a marketing initiative. - Intended to benefit and uplift communities
through social development.
- Projects are usually linked to the business, e.qg., - Projects are extemal to the business and
a manufacluring businass offering to train the have a strong developmenial approach.
unemployed.
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BUSINESS VENTURES '
TOPIC 14: PRESENTATION AND DATA RES

Outline/Explain/Discuss factors that must be considered
the presentation)

contact/use visual aids effectively/move/do not speak fasi/is
presentation) . . L a2l
dentify factors that must be considered when preparing for a presentation and during the
Eresemaliun from given scenarios/case studies.

xplain how to respond to questions after a presentation in a non-aggressive and professional
anner. (After the presentation)

{uote ways in which the presenter can handle feedback/questions in a non-aggressive and
professional manner from given scenarios/case studies.

Suggest/Recommend ways in which the presenter can handle feedback in a non-aggressive and
professional manner.

Explain/Suggest/Recommend areas of improvement in the next presentation.

Identify areas of improvement in the next presentation from given scenarios/case studies.

DATA RESPONSE

Outline/Explain aspects that must be considered when designing a multimedia presentation, e.q.,
start with the text, select the background/choose relevant images/create graphs, etc.
Give examples of non-verbal presentations, e.q., written reports, scenarios, types of graphs (e.q., line,
pie, bar charts etc.) as well as other non-verbal types of information such as pictures and
photographs.
Explain/Discuss /Evaluate the impact of the following visual aids:
| o PowerPoint/Data projector
| Overhead projectors/Transparencies
Hand-outs/flyers/brochures
Flip charts
Interactive whiteboard/Smar boards
Posters/signs/banners/portable advertising standsfflags
e |dentify visual aids from given scenarios/ stalements.

00000

|
|
TERMS AND DEFINITIONS

TERM DEFINITION

Presentation | The act of communicating information/data to an audience/stakeholder in an
| organisation.

IJ;ata Response | Interpretation and analysis of information provided.
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Feedback Information about a presentation by an audience which is used as a basis for
improvement.
Non-verbal Presentation of information to an audience without using spoken words.
presentation
Visual aids Refers to charts/pictures/images that help to clarify a point/enhance a presentation.
Tables A set of factsffigures systematically displayed, especially in columns.
Graphs Two-dimensional drawing showing a relationship between two set of variables by
means of a linefcurve/bars.
Diagrams A drawing showing the appearance/structure/workings of data in a schematic
representation.
Flipchart A large pad of paper, bound so that each page can be tumed over at the top to reveal
the next page, used on a stand.
Hand-outs Printed information provided to the audience to accompany a presentation.

Factors that must be considered when preparing for a presentation. (Before the presentation)

Clear purposefintentionsfobjectives and main points of the presentation.

The main aims captured in the introduction/opening statement of the presentation.

Information presented should be relevant and accurate.

Fully conversant with the content/objectives of the presentation.
Background/diversity/size/pre-knowledge of the audience to determine the appropriate visual aids.
Prepare a rough draft of the presentation with a logical structurefformat with an introduction, body and
conclusion.

The conclusion must summarise the key facts and how it relates to the objectives/shows that all
aspects have been addressed.

Create visual aids/graphics that will consolidate the information/facts to be conveyed to the board of
directors.

Find out about the venue for the presentation such as what equipment is
available/appropriate/availability of generators as backup to load shedding.

The time frame for presentation should be considered such as fifteen minutes allowance.
Rehearse fo ensure a confident presentation/effective use of time management.

Prepare for the feedback session, by anticipating possible questions/comments.

Factors that must be considered by the presenter while presenting. (During the presentation)

Establish credibility by introducing yourself as the presenter at the start.

Mention/Show most important information first.

Make the purpose/main paints of the presentation clear at the start of the presentation.

Use suitable section fitlesfheadings/sub-headings/bullets.

Summarise the main points of the presentation o conclude the presentation.

Stand in a good position/upright, where the audience can clearly see the presenter/presentation.
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Avoid hiding behind equipment.

Do not ramible on al the slart, to avoid losing the audiencedheir interest.

Caplure lisleners’ attentionfinvolve the audience with a vanely of methods, e.g. short video
clipsisound effectshumour, aic.

Maintain eye contact with the sudience.

Be audible 1o all lislenersfaudience.

Vary lhe tone of voiceflempo within certain sections to prevent monotony.

Make the presentation interesling with visual aidsfanecdolesiexamplesfUse visual aids effectively.
|Use appropriate gestures, e.9., use hands to emphasize points.

Speak with energy and enthusiasm.

Pace yourselffDo nol ush or talk ko slowdy.

Keep the presentation short and simple.

Conclude/tnd with a strongfsiriking ending that will be remembered.

Ensure that the audience will leave withftake away specific information/benehts.

Include a statementiquole thal will allow a professional/sinking endmng.

Manage time effectively to aliow time for questions.

Factors that must be considered after making the presentation/ professional handling of feedback

The presenter should stand threughout the feedback session.

Be polite/confident/courteons when responding to questions.

Ensure that each questionfcomment is clearly understood before responding/rephrase questions if
uncertain.

He should first listen and then respond.

Provide feedback as soon as possible afler he question was asked or after the session.

Be directhonestsincers when responding lo questions.

Use simple language to support lhe examples used in the presentation.

Keep answers short and to the paint.

Apologise/acknowledge his erorsimistakes if pointed out by the audience.

Enceurage questions from the audiencefinvestors,

Always adress the questions and nat the person.

Acknowledge good questions (o motivate audience to ask mere questions.

The presenter should not involve himself in a debale when respending to questions.

The presanter should nol avoid the questions if hefshe does not know the answer, but raiher promise
feedback an it.

Address the full audiencefinvestors and not anly the person whe posed lhe question.

Areas of improvement in the next presentation

The presenter should revise objectives that were not achieved.

Use humour appropriately.

Always be prepared to update/keep the information relevant.

Reflect an any problem/erificism and avoid it in future presentations.

Reflect on the fimefength of the presentation o addfremove conten

Reflect on the logical flow of the formal/slides/application of visual aids.

IncreasefDecrease the use of visual aids or replace/remove aids that do not work well.
Information that the presenter receives as feedback from a presentation should be analysed and
where relevant, incorporated/used to updatefamend the presentation.
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DATA RESPONSE

Aspects that must he considered when designing a multimedia presentation

Start with the heading/text which forms lhe basis of the presentation.

Select the background to complement/enhance the text.

Choose images that may help to communicate lhe message.

Include/Create graphics lo assisl lhe informalion which is conveyed.

Add special effects/sound/picturesfanimation to make it interesting for the audience.
Creale hyperfinks to allow quick acoess to other flesidocumentsivideo clips.

{se legible font and fant size so that it is easy to seefread.

eep slidesfimagesfgraphsifonl simple by not mixing different styles/colours.

Make sure there are no language and spelling emors.

Use brighl colours lo increase visibility.

Strycture infarmalion in a logical sequence so that the audience can easily follow the content of the
presentation.

Limit the information on each slide by using key words and nol full sentences.

Examples of non-verbal presentation

Tables

Graphs
o Bargraph
o Line graph
o Histogram
o Piegraph

Diagrams

llustrations/Pictures/Photographs/Scenarios
Written/Business reports

Flip charts

Handouts

Slide shows

IMPACT OF VISUAL AIDS

Data Projector/PowerPoint

Positives/Advantages

Graphic programmes have the capacily to convey ideas and support whal lhe presenter says.
Easy i combine with sound/vides clips.

Simplefless clultered slides may capture the interest of the audience.

video clips can provide variety and caplure the aitention of the audience.

Warialion of colourbackground/sound immediately captures the atiention of the audience and retain
their interest throughout the presentation.

Slides should only be used where lhey can enhance the facts or summarise information.
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Nagativésmisadvantages

. Unpmfessmnal handling of the data projector/PowerPaint preaenlq' 0 malenal.
. May lead to irritation/may result in the audience losing L :
»  Less effective to people with visual impaiments. ;
= Simply reading off the slides makes a presentation bofing

without electricity/data projector.

Transparencies/ Overhead projectors
Positives/Advantages

. $urnmariesi$imple graphics/Diagrams/Processes may be e %s.
. ll can be prepared manually (OHP pens) or electronically o |
. A useful replacement/back-up if computer/electronic equipment fail or are not avaﬂahle
»  Effective Iransparencies/projections should be clear and visible such as large print, few words/lines.
° I';'ﬁechve transparencies/projections should be clear and visible such as large print, few wordsflines.
= OHP transparencies can be used to reflect colour images.
o may be an effective/useful reminder fo the presenter of all the points to be covered.
Negatlvgsfnisadvanlages

. Transparencues that are not well ordered/ organised, may convey an unprofessional image.
. '.l can be easily replaced by a PowerPoint presentation.
o Not easy to combine with sound/audio.
* Used most effectively when lights are dimmed/switched off which make it difficult for the audience to
make their own notes.
|
|
Hand-outs/flyers/brochures
Posﬂivds.‘Advantagas

. Meamngful hand-outs may be handed out at the start of the presentation to atiract
ttention/encourage participation.

*  Notes/Hard copies of the slide presentation can be distributed at the end of the presentation as a
rfeminder of the key facts of the presentation.

*  Extra information such as contact details/price lists may be handed out fo promole the services of the
business.

= Useful information for improving the next presentation may be obtained, when the audience
completes feedback questionnaires after the presentation.

. I1 is easy to update hand-outs with recent information or developments.

. riotes may be compared with electronic slides to validate the accuracy.

Negatwas.'msadvantages

. Hand outs cannot be combined with audio material, so it only focuses on the visual aspects of support
matenal

. I-'andmg out material at the start of the presentation may distractlose audience attention.

= Asitonly summarises key information, some details might be lostomitied.

= Frinted material is expensive, and it is easy to lose hard copies.
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* Increases the risk of unauthorised duplication/use of confidential information.

Impact of flip charts
Positives/Advantages

= Mainly used for a small audience to note down short notes/emphasise concepts/ideas.
= Presenters can prepare sets of pages in advance to save time during the presentation.
= \ery effective in brainstorming sessions as suggestions are summarised or listed.
«  Ina sales pitch it may be useful during the feedback session to summarise main facts/aspects that
the presenter needs to follow up.
= Presenters can record a summary of responses received from the stakeholders/audience.
Negatives/Disadvantages

= There may not be enough fime during the presentation to make written notes, so some ideas may not
be listed.

= Handwriting may be illegible/ untidy which may not contribute to a professional image/presentation.

= It may not always be possible to prepare flip charts before the presentation, so it can become
cluttered/ chaotic.

e Aflip chart that is used during a presentation is often not well written and may confuse the
stakeholders/audience,

Interactive whiteboard/Smart boards
Positives/Advantages

* Images can be projected directly from a computer, so no external projector/devices necessary.

= Special pens allow lhe presenter to write on the board while prepared images are displayed.

e« Additional notes that were added during the presentation can be captured on computer after the
presentation.

= ltcan be controlled by the touch of a finger, so the presenter can move away from the compuier
during the presentation computer during the presentation.

= Easy to combine with sound/other visual aids.

s  Useful to capture feedback and new ideas.

Negatives/Disadvantages

«  Should only be used by a presenter who knows the unique features of the interactive whiteboard/who
can use it o its full potential,

«  Cannot be connected to any computer as special, licensed software is needed to be able lo use it

= Technical challenges may render it ineffective, e.g., loss of signal while using it.

Posters/signs/banners/portable advertising stands/flags
Positives/Advantages

e It should be colourfulleye-catching/creative to support the core message of the presentation.
May contain large illustrations/pictures/features of the products/key concepts to emphasise detail,
e.g., creative jewellery/unique features of the jewellery.
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+  Can make impacl when placed strategically infoutside the verue.
e Usefu! in promoting the logofvision of the business.

Negatives/Disadvantages

«  May overower/draw attention away from the presentation if it is too big/not placed comectly.
= May not always be useful in 2 small venue/audience as it canf create a ‘crowded’ atmosphere.
»  Only focuses on visual aspects as il cannot always be combined with soundfaudio.
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Explain the meaning of limited fiakility and unlimiled liability.

Explain/Discuss the characleristics of each form of ownership.

Recap: Discuss/ExplainEvaluale the impact {positivesfadvantages andfor negafives/disadvantages)
of the differant forms of ownership.

ExplainiDiscuss how the following crileria could contribute to the success and/or failure of each form

of gwnership:

o Taxation: The tax requirements of each form ef ownership determine the impact of taxation on
business successfailure.

o Management. Gwnership impacts an management funclions which determine the
successiailure of the business.

o Capital: refers to the ability lo obtain capital from various sources (e.g., ownfbomowed capital).
The amaunt of capital that can be sourced will also impact on business successfailure.

o Divislon of profits; refers lo how profil is divided between owner(s)/shareholderst investirs.

o LegislationiLegal requirements for establishment/starting a business impact on the
establishment costs and time before a business can legally do business.

TERMS AND DEFINITIONS

Term Definition

Form of ownership The legal position of the business and the way it is owned.

Continuity Continue to exist even if a change of ownership takes place, ega
member or shareholder dies or redires.

Surety If a person or husiness accepts liability for the debt of another person or
busingss.

Securities Shares and bonds issued by a company.

Limited fability Loses are limiied to the amount thal the owner invesied in Ihe business.

Unlimited liability The owner's personal assels may be seized 1o pay for the debis of the
business.

Memarandum of The document thai sets out the rights, responsibilities and dulies of

Incorporation {MOI} shargholders and directors.{serves as a constitution of 2 company).

Sole Trader /Sole A business is owned and controlled by one persan who lakes all the

. decisions, responsibility and profits from the business they run.
proprigtor
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Parinership

An agreement between two or more parties that have agreed to finance
and work together in the pursuit of common businessigoalsy

Co-operative society

Autonomous association

| common economic/ social
democratically controlled

¢ompany A company is a legal person who!
own.

Profit Companies A company incorporated for th T

cial gain for its

shareholders. <

Non-profit company
I

A non-profit company is an association incorporated not for gain.

Public company

A public company is a voluntary association of ONE or more persons,
governed by the company Act 71 of 2008, incorporated in terms of the
Memorandum of Incorporation.

Privale company

A private company is a voluntary association of 1 or more persons.

Rersonal liability

company

A personal liability company is a voluntary association of 1 or more
person.

:‘%tale—Owned company
|

A state-owned company (SOC) is a legal entity that is created by the
government in order to participate in commercial activities on its behalf.

I?annersh':p Article A document that contains exhaustive provisions with regards to the
| matters conceming the business and the partners.
Prospectus Prospectus is a document inviting the public to buy securiies/shares.

Annual General

Meeting (AGM)

A meeting held once a year where the shareholders receive a report
stating how well the company has done.

Directors

People elected to the board of a company by the shareholders o
represent the shareholders’ interests,

INTRODUCTION

One of the first and most important decisions a business owner makes is choosing the best suitable
fn«'rn of ownership under which he or she will operate. Each form of ownership has its own advantages,
clmadvanlages risks, and rewards that can affect the business's opportunity for long-term success.
Erﬂtrepreneurs must consider various factors that may contribute to the success and/or failure of a
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business. Sometimes businesses may need to change their form of ownership as they develop and
expand over time.

Meaning of limited and unlimited liability
Limited liability
s Losses are limited to the amount that the owner invested in the business.

e The owner's personal assets are protecled against the debts of the business.
= Applicable to forms of ownership/ companies that have a separate legal entity/personality.

Unlimited liability

o The owner's personal assets maybe seized to pay for the debts of the business.
o The owner's personal assets may be seized to pay for the debts of the business.
»  Applicable fo a sole trader and partnership as they do not have a separate legal entity/personality

Differences between limited and unlimited liability
LIMITED LIABILITY

UNLIMITED LIABILITY

» Losses are limited to the amount that the owner | « The liability of the owners to pay debts/ claims
invested in the business. is not limited to the business only.

« The owner's personal assets are protected + The owner's personal assets may be seized
against the debts of the business. to pay for the debts of the business.

« Applicable to forms of ownership/ companies that | - Applicable to a sole trader and parinership as
have a separate legal entity/personality. they do not have a separate legal
entity/personality

DIFFERENT FORMS OF OWNERSHIP

Characteristics and impact of each form of ownership
Sole proprietor

Definition

= Asole trader is a business that is owned and managed by one person.

Characteristics of a sole proprietor

o The owner has a personal interest in the management and the services that is rendered.

Itis easy to establish as there are no legal formalities in forming the business.

= The necessary capital to run the business is provided by the sole owner/The owner may borrow from
other sources including financial institutions as need arises

e« There are no legal requirements regarding the name of the business.
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» The owner has unlimited liability/The owner is personally iiable for the debt of lhe business.
« A sole trader has limiled company for expansion and lacks continuity of existence.
»  The business has no legal persenality and therefore has no continuity/ Gontinuity depends on Lhe life

tax is payable and the business's profits
are thus not taxed.

and health of the cwner.
«  The sole proprielor does not pay tax owners pay personal incame tax on private capacity.

Impact {Advantages and disadvantages of a sole frader

ADVANTAGES

DISADVANTAGES

-Owner makes all decisions.

-Unlimiled liability which means the owner is
responsible for all debts incurred.

Capital

-Capital can be carefully spenl and
managed

~The owner may be able o bomow
maney from a financial institution,
especially if hefshe has assels that can
be used as surety for aloan.

-Profits may nol be large enough for
expansion.

-Cannot appoint people wilh large
salaries

-Owmer responsible for any capital
bomowed.

-Requires litle capital lo start,

-Cagh flow is often a problem.

Division of profits

-Chmer receives all profits from the
buginess which can lead to capial

-Cwmer needs Lo budget carefully so
that business debis are covered.

-The owner takes all the profits made by the -Growth of business can be restricted due lo lack of growth.
business and entitled to the ownership of agsets. | capital.

-Simple management siructure. -Hot a legal entity and no continuify

-Can easily adapt to the needs of the -Difficuli ko atiract highly skilled and knowledgeable

-If the owner does not make a profit, the
income and livelihaod of the owner may
be severely affected.

-The owner may use profit to expand
the business.

clenvcustomer. employees. - -The owner is personally liable for the
-No legal process and requirements. -The owner is responsible for providing all the capital loss of the business.
needed.

-The assets of the business belong to the owner. | -If the owner does not have enough
knowledge/experience the business may fail,

-Profits may not cover all business
debisfOvmer may decide not fo expand.

-There is personal encouragement and persona
contacl between the owner ang customers.

-t is managed by the owner assisied by some
paid workers in some instances/The ultimate
conlrd of the business rests with he owner.

Factors that contribute to the success andfor failure of a sobe trader

Legislationfegal
requirements

-Lis easy/inexpensive lo slart,

Unlimited iiabliity may encourage the
owner to work harder {0 ensurg the
success of the business.

-There are limited regulatory
requirements regarding the name of the

-Unlimited liability may discourage
awners if the business slruggled to pay
off its debts.

-Personai debts and busingss debls are
not separated.

-Must comply with relevant municipal

capacity.

-Depending on hew much income the
owner eams, hisfher fax rate may be
lower than the company tax rate

-If the owner eams below a certain
threshold amount per year, no income

high tax in personal capacity.

-Faiiure by the owner to comply with
personal income tax reguiations could

lead to substantial financial penallies
imposed by SARS.
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Factor Success ANDIOR Failure business. regulations or it could close down,

Management -Managed/Conrolled by the ownerwho | -Lack of adequate business -Itis not computsory to have financial | -The owner is personally iable for the
has a direct inerest in the success of | management skillsknowledge may lead statements audited. business debt; he/she may be reluclant
the business. to business failure. to take
-Urgent decisions are taken on -Poor decision making by the owner can -Business may only qualify for more
opportunities Ihat can lead to business | impact negatively on profitability. loans if lhey are licenced/Loans are not
growth, easily oblainable.

Taxation ~Cwmer only faxed on profits in persenal | -If profils gel too big may end up paying
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Parinership
Definition

A partnership is an agreement between two or more parties thath o finance and work together in

the pursiit of common business goals. All partners bear equal
|

Charactéfristics of a partnership

| -
= Anagreement between two or more people who combine lab

common goal.

= Partners combine capital and may also borrow capital from

= No legal requirements regarding the name of the business.

= Hartners have unlimited liability and are jointly and severally liable for the debts of the business.

Profitis shared according to the partnership agreement.

. éartnership does not pay tax pariners pay personal income fax.

= Auditing of financial statements is oplional.

= Pariners share responsibilities and they are all involved in decision making.

»  No legal formalities to start, only a writien parinership agreement is required.

. 'E?he partnership does not pay income tax, only the partners in their personal capacities.

. Biuersity. specialisation and different skills of the pariners can be used to manage the business.

. F;*arlnership has no legal personality and therefore has no continuity.

= Rartners share responsibilities and they are all involved in decision making.

Impact/Advantages and disadvantages of a partnership

GRADE 12
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-Can bring in extra pariners at any time.

-There can be lack of capital and cash flow.

-Aftract prospective employees with the option or
incentives of becoming a pariner.

ADVANTAGES

DISADVANTAGES

-The pa;[tners able to put their knowledge and skills
together to collectively make the best decisions.

-A partnership has unlimited liability

~The warkload and responsibility is shared between
pariners.

-Each business partner is legally responsible for
the joint liability of the partnership.

-Pariners are able to share resources.

-Different personalities and options of partners can
lead to confiict it disagreements.

-Pariners are only required to pay tax in their personal
and indiw‘dual capacity.

-Partners might not all contribute equally.

-The partners have a personal interest in the
management of the business.
|

-Loss in profits and stability of the business can
occur if a partner resigns/ dies/loses interest in the
business or is declared bankrupt.
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Factors that contribute to the success and/or failure of a partnership

Factor Success AND/OR Failure
Management -Partners are actively involved in -Decision making can be time-
management and may use the ideas of | consuming as all partners have to be
other partners. in agreement
-Not all partners need to be actively -Some management tasks may be
involved in management and would neglected, as one partner may leave it
rather appoint competent managers. to others to complete
-Pariners have access to expertise of | -Partners may disagree on how to run
other partners when difficult decisions | the business, which may lead to
have to be made tension between them
-Partners are agents of the
partnership and bad management
decisions may be forced onto other
partners.
-Different personaliies/opinions could
lead to conflict/ disagreements.
Taxation -Partnerships pay VAT only on relevant | -High-eaming partners pay more tax,
products sold/services rendered which | which may discourage other pariners
reduces tax administration from joining the parinership.
-The partnership does not pay income | -Partners may withdraw more cash to
tax, only the partners in their personal | reduce their tax burden which may
capacities cause cash flow problems for the
partnership
Capital -Capital can be carefully spent and -Partners may not all have capital to
managed. put into business when needed.
-More than one partner contributing fo | -Unequal inputs as some partners put
capital. in expertise instead of cash
Division of profits | -Partners share profits according to -Amount of work done may not be
their contributions. equal to the amount of profit that each
partner receives.
Legislation -Easy and cheap to establish, as -Unlimited liability/ partners are
partners must draw up partnership L :
agreement jointly and severally liable for
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-Partners are more motivated the debls of Ihe business.

{0 make a success because of -If one partner dies or refires, the

their personal possessions are at isk. | remaining pariners need to

- No reguiatory requirements regarding | draw Up a new agreement.

the name of the business. -Oral agreements between partrers

-Oniy subjecled to the provisions of the | can cause conflict between parners.
Income Tax Act as compared 1o

companies. -4 parinership is nol a legal enity and

cannot sue or be sued.

Private company
Definition

it can be a small or 1arge company and has one or more directors. it is a form of ewnership that is awned
by individuals or a small group of shareholders and is not publicly traded on a stock exchange

Characteristics of a private company
»  Reguires one or more directors and one or more sharehoklers,

+ [l needs a minimum of one shareholder and there is no limit on the number of shareholders thal a
private company may have.

«  Register with the registrar of companies by drawing up Memorandum of ncorporation.
« The company name ends with letters (PTY) Lt

«  Aprivate company is not allowed 1o sell shares to the public.

s |nvestors put capital in to eam profit from shares.

« The company has a legal personality as well as uniimiled continuity.

= The auditing of financial statements is optional.

o Profits are shared in the form of dividends in proportion 1o the share held.

s  Shareholders have a limited liability and will not lese their initial capilal invested if the business goes
bankrupt.

= Shareholders have limited liability and a separate legal enity.
« Raises capital by issuing shares to its shargholders.

e Profits are shared in the form of dividends in proportion to the number of shares held.
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ImpactiAdvantages and disadvantages of a private company

ADVANTAGES

DISADVANTAGES

-More apporlunities to pay less taxation

-Requires a lot of capital

-Good long-lerm growth opportunities

-The more shareholders, the less profits

-Cwn legal identity and shareholders have no
direct legal implications/ limited liability.

-More taxation requirements

-Board of girectors with experisefexperience can
be appointed 10 take decisions

-Directors do not have a personal interest

-Nok required to file annual financial statements
with the commission.

-Annual financial statements must be reviewed by
a qualified person, which is an extra expense to
the company.

-ltis a lzgal person and can sign contracls in its
own name.

Difficult and expensive 10 establish as the
company is subjecled to many legal requirements

-The new Act forces persanat liability on directors
who knowingly parlicipaled in carrying oul
business in a recklesstraudulent manner.

-Pays tax on the profits of the business and on
declared dividends/Subject to double taxation.

-Financial statements are private and not available
to the general public.

-Must prepare annual financial statements.

-A company has continuity of existence

-It is possitie to sell a private company as it is 8
legal entity in its own right.

-l can easy raise capital by issuing shares to it
members.

Factors that contribute to the success andfor failure of a private company

directors to manage

Factor Success ANDIOR Failure
Management Managed at least by one -Directors may not have a direct
competent highly skilled director. | interest in the company, which can
hamper growth and profit
-The management of the maximization.
Company can improve since
directors are accountable 1o -Directors' fees increase the
sharehalders, company’s expenses which reduces
-Shareholders can vote net profit

for/appaint the most capable
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their company -Some shareholders may not exercise
' ing rights restiing i choosing
|
|
|
|
Taxation -Can obtain tax rebates if they
| are involved in SCI projects.. =
-Can obtain govemment tenders | ; ool
and renew their licenses if they :?rr:]‘lpal?: thell s ety thancaly
do not evade tax. 99ing.
|
Capital -Large amount of capilal can be | -It cannot grow into a very large
| raised since there is no limit on | business since it cannot invite the
the number of shareholders. public fo buy shares.
|
| -The company can access long | -Restrictions on transferability of
| term capital and therefore has | shares may not atiract financially
| good long term growth strong investors.
| GRposnes. -Large amount of capital cannot be
-Even though shares are not obtained as capital contribution is only
freely transferable, large private | limited to private shareholders.
| companies can raise
: considerable amount of capital,
More capital can be raised by
| issuing shares to shareholders.
Division of profils -High profits and good retums to | -Shareholders may sell their shares
| shareholders indicate the when dividends are low, resulting in a
success of a company, which drop in share prices
in
: Femealie e ol sheres -Dividends are not always paid out
-Profits generated can be re- which may discourage new investors,
invested to expand business
operations
-Shareholders receive profits
according to the type and
number of their shares.
L%gislaﬁon Procedures to form a private -Formation procedures are time
| company have been simplified consuming/complicated/ expensive,
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by the new Companies Act 71 of | as many legal documents need to be

2008 prepared/submitted

-Limited liability allows for -High formation/establishment

greater risk taking, which may expenses require large starf-up

lead to growth of the business capital.

-Auditing of financial statements | -Annual audit of financial statements

(if required), gives shareholders | (if required) is costly

the assurance that the business ;

is being properly managed and '"_ 2 pm.r_ale OIMpany deks na.campy

supports raising additional willilogisiation. Its licence maybe

fraros withdrawn by the Companies and
Intellectual Property Commission

- There is no longer a limit on the | (CIPC).

number of shareholders in a

private company.

-A private company can benefit

from govemment programmes if

they comply with the relevant

legislation

-Personal liability of share-

holders does not affect the

company's assets

Personal Liability Company
Definition

= Very similar to a private company, the difference is that the directors of a Personal Liability company

are jointly and severally liable for all the debts and liabilities of the company. This means that the
directors have unlimited liability.

Characteristics of a personal liability company

The company name must end with letters INC

* The name of the personal liability company ends in INC and the name of the private company ends in
(PTY) Ltd.

Directors have unlimited liability and they are jointly liable for the debts of the business even if they

are long out of office.

The memorandum of Incorporation should state that it is a persanal liability company.

They must at least have one director on their board of directors.

NOTE: Other characteristics of a personal liability company are the same as the private
company except the above mentioned two characteristics.
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impact/Advaniages and disadvantages of a personal lfability company

Advantages andfor disadvantages

NOTE: 1.The advantages of a persenal liability company are the same as the private company.
2.The disadvantages are also the same as the private company except the directors of
the persaonal liability company have unlimited liability.

Factors that cantribute to the success andfor failure of a personal liahility company

are involved in SCI projects.

-Can obtain govemment lenders
and renew their licenges if they
do not evade tax.

-PLC only pays tax after business
axpenses have been deducted.

-Companies and shareholders
ara taxed separately/double
taxation.

-The company pays {ax at a fixed
rale which can be lower than thal
of parinerships.

-Image of the business is
promoted and altracts investment
when companies comply with {ax
requlations/taws.

Factor Succass AND/OR Failura
Management -PLT is managed by a compelent | -Direciors may not have a direct
board of direstors who may be | interestin the compary, which can
experts in their fizlds. hamper growth and profit
-Cluick decisions can be made maximization
even if there is only ong director. | -PLG and ils shareholders are
compelied io budgel a larger amount
;(:Sr?aarel-!o:?:ers car: VOteb‘ for diractors' remuneration to attracl
fiappoint the mas! capabie the best directors.
directors to manage their
company. -Directors' fees increase the
company's expenses which reduces
net profit
Taxation ~Can cbiain tax rebates if they -Subject to double taxation e.g.

shareholders pay secondary 1ax this
can have a negative impaci 1o a
company that is alrgady financially
struggling.
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Capital

~Capital ¢an be increased by
getting more shareholders,

-|t cannol grow into a very large
busingss since i cannot invite the
public to buy shares.

-Restrictions on transferability of
shares may not attrac! financially
strong investors.

-Large amound of capital cannot be
oblained as capital contribution is
only imited to pivate shareholders.

Division of profits

-High profits and goed retums to
sharehokders indicate the
success of a company, which
increases the value of shares

Profits generated can be re-
invested to expand business
operations.

-Shareholders may sell their shares
when dividgnds are low, resulting in a
drop in share prices

-Dividends are not always paid out
which may discourage new investors.

Legislation

-The company and its owners
{shareholders) are separale
entities, which

may encourage mare people o
Join the company

-Direclors are forced (by the Act)
to act responsibly and work
harder towards the success of the
company 1o protect their personal
assets

-Direclors sign perforrnance
conlracts which will motivate
them to perform professionaily
and ethically

-Rights and duties of
shareholders are stipulated in the
Companies Act,

which minimises unethical and
cormupt behaviour

-May obtain government lenders
as the PLC is propery registered
in compliance with the
Companies Act

-Lengthy registralion requirements
may defay lhe actual operalion of the
husiness and shareholders can Ioose
on profitable opportunities

-It is expensive to register this form of
ownership which increases business
expenses hence reducing profit

-The drafting of directors’
performance contracts may be time
consuming, expensive and increase
C0sts

-Auditing is required only i the PLC
meels the requisite lests for solvency
and liguidity, which leads to extra
auditing costs.
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Diﬂ:arances between the private and a personal liability company

PRIVATE COMPANY

The name ends with (PTY) Lid

The directors are not personally liable for

ﬁe debts of the business.

Aipuhlic company is a company that is registered to offer its stock and shares to the general public.
TLis is mostly done through the Johannesburg Securities/Stock Exchange (JSE).
The public company is designed for a large -scale operation that require large capital investments.

Characts"istics of a public company
I

A{'minimum of one person is required to start a public company.

R'equires three or more directors and three or more shareholders.

Rikgister with the Registrar of Companies by drawing up Memorandum of Incorporation.
The company name ends with letters Ltd.

H:as legal personality and therefore has unlimited confinuity

R!aises capital by issuing shares to the public and borrowing capital by issuing a debenture.
ﬁipmspecius is issued lo the public to raise capital.

Shareholders have a limited liability.

T}m new Act forces personal liability on directors who knowingly participated in carrying out business
i a reckless/fraudulent manner.

|

Tpe company has a legal personality as well as unlimited continuity.

P]'puhlic company is required to hold an AGM (Annual General Meeting).

Auditing of financial statements us compulsary and audited statements are available to shareholders
and the public.

meﬁls are shared in the form of dividends in proportion to the share held.
|

Page | 173

GRADE 12 REVISED DBE NOTES 2025
Impact of a public company
ADVANTAGES DISADVANTAGES

-The business has its own legal identity

-Must disclose all financial information

-Easy to raise funds for growth through the
sale of shares.

-Large amount of funds are spent on financial audits.

-Shareholder is only liable for the amount
which is invested/Shareholders have
limited liability.

-Stocks have fo be traded publicly.

-Can appoint a knowledgeable board of
directors.

-A full report must be submitted to the major
shareholders each year.

-Buy and sell shares freely.

-Difficult and expensive to establish as the company is
subjected to many legal requirements

-Shareholders can sellftransfer their
shares freely.

-The more shareholders, the less profit.

-The public has access to the information
and this could motivate them to buy shares
from a company.

-Shareholders may be allowed little or no input into the
affairs of the company.

-Additional shares can be raised by issuing
rmore shares or debentures

-Due to legislation, decisions take longer and there
may be disagreements.

-Strict regulatory requirements protect
shareholders.

-Financial affairs must be known to publicly, this
information could be used to competitors’ advantage.

Factors that contribute to the success andlor failure of a public company

their company.

-Shareholders can vote
forfappoint the most capable
directors to manage net profit

Factor Success AND/OR Failure
Management -Managed at least by one -Directors may not have a direct
competent highly skilled director. | interest in the company, which can
hamper growth and profit
-The managgment of Fhe B e
company can improve since
directors are accountable o -Large management structure can
shareholders. result in decision making taking time.

-Directors' fees increase the
company's expenses which reduces
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-Management may open to legal
challenges if their reports do. not
comply with King Code 114,

-5ome shareholders may not
exercise their voting rights resuliing in
choosingthe wrong person as a
director.

-Directors may not be motivated to
work very hard because sharg-
holders decide on the directors’
remuneration

Taxation

-Can obrain tax rebales if they
are invelved in SCI projects.

-Can abtain govemmeni lenders
and renew their licenses if they
do not evade tax.

-Subjecl to double taxation e.y.
shareholders pay secondary lax this
can have a negative impact to 2
company that is already financially
struggling

GRADE 12
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Legislation

enlities, which

-The company and its owners
{shareholders) are separate

may encourage more people to
join the company

Limited liability allows for greater
risk taking, which may lead Lo
growth of the business

-Augiting of financial statements,
gives shareholders the assurance | -if a pubiic company does not comply
that the business is being
properly managed and suppors | wilhdrawn by the Companies and
raising additional finance.

-Formation procedures are time
consumingfoemplicated! expensive,
as many legal documents need to be
prepared/submitted

-High formation/establishment
expenses require large start-up
capital v

-Annual audit of financial statements
is costly.

with legislation, its licence maybe

Intellectual Properly Commission
{CIPC).

Capital

-Can raise large amounts of
capital as shares! debentures can
be sold 1o the public/shareholders

-Share capital clause in the
Memorandum of Incorparation
{MOIl) may be changed lo issue
more shares

-A public company's shares are
listed on the JSE which gives the
company expasure to more
potential investors,

-Grovdh is limited if sufficient capital
cannot be raised.

-Large amounts of capital required to
start a public company.

-Raising exira capital may be difficuit
if the economic climate is
unfavourable/Share prices change all
the lime and they may lose value.

-An increase in the number of shares
issued may lead to more dividends
paid outfess retained income from
company profits.

Differences hetween the private and public company

PRIVATE COMPANY

PUBLIC COMPANY

May no offer shares lo the general
public,

Trades its shares publicly on the Johannestiueg
Securities Exchange.

Shares are ot freely ransferatie

Shares are freely ransferable.

Minimum of one director.

Minimum of three directors.

Name musl &nd wilh Proprietary
Limited/(Pty) Ltd.

Name must end with Limited/Ltd.

Annual financial stalemenls need not
be audited and published.

Annual financial statements need to be audited and
published.

Division of profits

High profits and good returns to
shareholders indicate the

success of a company, which
increases the value of shares

-Profits generated can be re-
invested to expand business
operations

-Shareholders receive profits
according to the type and number
of their shares.

-Shareholders may sell their shares
when dividends are low, resulling in &
droprin share prices

-Dividends are taxable/not always
paid out which may discourage new
investors,

Does not need to publish a
prospectus as it cannot trade its
shares publicly.

Have lo register and publish a prospectus with the
Companies and Inlelleclual Property
Commission/CIPC.

The company is nol required to raise
the minimum subscription/ issue
minimum shares.

Must raise a minimurn subscription prior fo
commencement of the company.
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State ~owned company
Definition
. state owned company has the government as its major lls under th artment
Public Enterprise. : :

. I%hese businesses take on the role of commercial entemr
Characteristics of a State ~Owned Company

=  Requires three or more direclors and one or more sharehold

. Iegisler with the Registrar of Companies by drawing up Men

= |tis owned by the govemment and operated for profit.

. EiOC is listed as a public company.

. 1]:he name ends with letters SOC.

. S;late —owned companies support private businesses by providing infrastructure such as
dinmmunicatian service /Post office and supply of electricity/Eskom,

ImpactMLvantages and disadvantages/impact of state owned companies
ADVANTAGES DISADVANTAGES

-Profits may be used to finance other state -May result to poor management as government is
deparltments not always as efficient as the private sector,

-Offer essential services which may not be
olfereF by the private sector

-Inefficiency due to the size of the business

Pnce# are kept reasonable/Create sound
competition with the private sector to make
sewic%s affordable to more citizens.

-Often rely on government subsidies

-Wastéful duplication of services is eliminated -A lack of incentive for employees to perform if there
; is no absence of other motivator such as productivity
| bonuses.

-Plann'ng can be coordinated through central -Government can lose money through the business.

ocntfclyl.

—Genefa(&s income to finance social -A lack of incentive for employees to perform if there
programmes. is no share in the profit.

~Jobs e created for all Kils fevels

-Losses must be met by the taxpayers.

-Shares are not freely tradable making it difficult to
‘ raise capital.
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-S0C must follow strict regulations for operations to
raise capital.

-Financial statements must be audited

Non-profit companies
Definition
A non-profit company/NPO is not formed with the intention to make a profit, but for public benefit.

Characteristics of non-profit companies
= The main aim is lo provide service and not to make a profit.
= They are funded by donations and foreign funding.
*  The name of the company must end in NPC.
= All profits must be used for the primary objective of the non-profit company.
= |t must prepare the Memorandum of Incorporation.
*  Qualifying NPCs are granted tax-exempt status.

Impact/Advantages and disadvantages of non-profit companies

ADVANTAGES

DISADVANTAGES

-Proceeds/Surplus funds are used solely for
the primary objective of the

organisation/further goals of the business.

-Need professional assistance to set up this
organisation

-They provide social services to various
communities.

-Does not generate enough capital to cover their
expenses,

-Donors receive tax deductions which
motivates them to invest in a non-profit
company.

-Donations may not always be enough.

-The liability of the members is limited which
may attract additional membership.

-Assets are not distributed to the members upon
closing down.

-Has continuity of existence which reduces
the risk of closure.

-Creating a non-profit company takes
time/effort/money.

-Most of the income of a non-profit company is
free from income taxes.

-Obtaining grants can be a slow and tiring process.
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-Gan receive fundingfgrantsfaid to render
their services.

-Incorporators cannot take along the assels
accumulated by the NPC if they decide to leave.

-They are not allowed to pay bonuses 1o mempers.

Factors that contribute to the success andlor failure of a non- profit company

GRADE 12 REVISED DBE NOTES 2025
Division of profits -The profits of the company are | -May discourage potential invesiors
used finance ofher neads of the | from investing in the company as this
company. is a non-profit company.
Legislation -The company and ils owners -Farmation procedures are time
{shareholders) are separate consuming/complicated! expensive,
entities, which as many legal documents need to be
preparadisubmitted.
may encourage more people to
join the company
-Financial slatements are audited
this may result fo effective use of
I2S0UICES.,
Cooperatives
Definition

A cooperative is a traditional way of a group of inferested parties getting together and sharing

Factor Success AND/OR Failure
Management -4 NPC may be wellmanaged as | -Large management structure can
it requires a minimum of three complicate/delay decisions.
directors. : - )
-Direclors may mismanage business
-Mare direciors may be appointed { funds as they may nol have a direct
fo bring more skillsfideas/ interest in the NPC.
innovationsfexpertise to the NPC.
-The fegally prescribed ) '
management structure ensures a grreclozarethabg f_onr adn)l; Iotshsé
well-organised company amage/Cost sustained by
company.
Directors may not have skills to
Manage resources.
Taxation -May qualify for tax exemption if | -Required to pay income tax if
certain criteria are met engaged in activities thal are
. . lated t i i
“They may receive certain tax unrelated to their business purpose
benefitsfrebates when aclively | -Must meet cerfain tax requirements
involved in community projects. to be exempted, &.g. operations must
be exclusively for charilable, scientific
or public safety purpose
Capital -Unlimited number of founders -Founders may contribute limited
may contribute more capital to capitalfmay not contribute capital
the company. which may nol be sufficient for the
More capital may be raised zzl;blls;:lmenvnperallon of the
through donalionsf sponsorships pany.
for operation -The company depends/relies on
Jexpansion donations as their main source of
pa ' capilal which may hamper its
- Itis easy to raise fundsfcapital, | operationfexpansion.
36 donors anjoy tax benefits. -NPC may siruggle to raise enough
capilalfunds if they fail to convince
donorstdonations are misused.
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resourcesfinfrastnuctures and costs to achieve a better oulcome. It is an autonomous association of persons
united voluntarily kg meel their common economic and social needs and aspiralions through a jointly ovwned and
democratically controlled enterprise organised and operated on co-operative principles.

Charagteristics of cooperatives
= Minimum of five members is required 1o start a cooperalive.
= Members contribute capital in the form of enlrance fee.
« Register wilh the Registrar of Companies
# Legal entity and can own land and open bank accounts.
»  Members own and run lhe business together and share equally in ils profits.
« Decisions are taken democratically
e They are motivated by service rather than profit
o Must register with the Registrar of Cooperatives Socielies
s  The word 'Cooperalive Limiled' must appear at the end of ils name.
»  They are managed by a minimum of lhree directors,
= The objeclive of a co-operalive is to create rmulual benefi for the members.

o Co-operatives pay taxes on income retained for investment and reserves. Surplus revenues are
retumed. according to patronage, to individual members who pay taxes on that income.
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