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Module 1
Planning your business

After completing this module, the student will be able to:

LEARNING CONTENT LEARNING OUTCOMES
Students must be able to:

1.1  Introduction 
 1.1.1  What strategic planning is: 
  •   Define a mission 
  •   Objectives 
  •   Create strategy 
  •   Implementation 
  •   Evaluation 
 1.1.2  Why strategic planning is important 
 1.1.3 The process of strategic planning: 
  •   Ongoing process 
  •   Characteristics 

1.1 Describe the importance of planning in a small 
business: 

 1.1.1  Explain the concept of strategic planning 
  and management in a small business; 
  name and briefly explain the tasks of 
  strategic planning.
 1.1.2  Understand and explain why strategic 
  planning is important for their business. 
 1.1.3 Explain why strategic planning is 
  an ongoing process and discuss the 
  characteristics of the process and the 
  influence thereof on their business.

1.2 Decision-making process 
 •  Steps 

1.2 Understand the decision-making process 
with the aid of a case study or a practical 
assignment.

1.3 Techniques 
 • Generation of alternatives, reserve method, 
  brainstorming, challenge assumptions, 
  the “why” technique, suspended judgement, 
  fractioning

1.3 Use case studies or practical assignment to 
illustrate different decision-making techniques. 

After completing this module, the student will be able to:
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 Activity 1.1                                                                                                               SB page 4

Evaluate the following mission statements (purpose of the business) according to the criteria
listed above:
• Netcare Hospitals – Providing you with the best and safest patient care.
 They focus on their main function as well as the primary customer need – to provide the 

best patient care while making sure it gets done in the safest environment.

• Shoprite Holdings (including Shoprite, Checkers, USave, etc.) – Our purpose is to be 
Africa’s most affordable, accessible and innovative retailer and our customers are at the 
heart of what we do – the reason for our business.

 They highlight the fact that they want to be the most affordable retailer, which is a 
primary need of the customer. Accessibility refers to how important it is for the group to 
be reachable to customers all over Africa. They also highlight the fact that they want to 
fulfil customer needs with innovative products and new trends.

• Coca Cola – To refresh the world in mind, body, and spirit, to inspire moments of 
optimism and happiness through our brands and actions, and to create value and make a 
difference.

 They focus on the happy times they want their products to portray – fun and socialising, 
feel good times.

• Instagram – To capture and share the world’s moments.
 They want to give people the power to build community and bring the world closer 

together – to build community by making it easier to making new friends, meet new 
business contacts, make it easier for small businesses by offering a platform to sell and 
advertise from, and bringing people all over the world closer together (connected).

 Case Study                                                                                                            SB page 8

Read the case study study on decision-making process on page 8 of the Student Book. 

This case study helps students understand how to apply the different steps in the decision- 
making process. You can use other case studies and ask students to apply the steps in groups. 
Various scenarios
• You want to start an internet café on campus. Go through the process and decide if it is 

worthwhile to start one.
• You want to go on holiday and have three possible places that you would like to visit.  

Go through the process and decide which holiday destination would be the best one.
• You want to get a new cellphone. Go through the decision-making process to decide 

which phone to get.
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 Activity 1.2                                                                                                             SB page 11

Try the reverse method with the following statement:

How can we get people to use less plastic?

1. The opposite of this statement would be:
 How can we get people to use more material/glass products?

2. Possible solutions:
 Creativity helps you to look at a problem from all sides. Allow students to give any 

solutions, no matter how strange they may sound. This may encourage new ideas that
 no-one thought of before.
 Possible solutions include:
 • Encourage people to make use of reusable containers/bags, e.g. material shopping bags.
 • Replace plastic containers (e.g. margerine tubs) with glass containers/bottles.
 • Encourage people to buy more in bulk, less packaging is used this way.
 • Encourage people to recycle.

 Activity 1.3                                                                                                             SB page 12

In groups of six to eight people, brainstorm the following topic and come up with at least 
three solutions to the issue:

Water contamination and shortage is a pressing global problem that’s occurring due to urbanisation, 
pollution and poor management of resources. What can be done about this problem?

* Note to lecturer: Set a time limit of 30-40 minutes for groups to brainstorm solutions.

Creativity helps you to look at a problem from all sides. Allow students to give any solutions, 
no matter how strange they may sound. This may encourage new ideas that no-one thought 
of before.

Possible solutions can include:
• Educate people on how to save water and work wisely with water.
• Use less chemicals in farming/improved farming practices.
• Improve sewage systems.
• Recycle water.
• Use of advanced technology for water conservation.
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 Activity 1.4                                                                                                             SB page 13

Use one or more of the methods to come up with possible solutions to the following problem:

Gender-based violence in SA
The crime statistics released for the period between July and September 2021 revealed the 
following:
Over 9 500 gender-based violence cases were reported, and 13 000 cases of domestic violence. 
During the quarter, 897 women were murdered, 64 more than in the quarter from the 
previous year – an increase of 7.7%. Sexual offence cases increased by 4.7%, with 9 556 rapes 
between July and September, up 7.1% from the previous year’s second quarter – 8 922.

What can be done in order to stop gender-based violence in SA?

Creativity helps you to look at a problem from all sides. Allow students to give any solutions, 
no matter how strange they may sound. This may encourage new ideas that no-one thought 
of before.

Possible solutions:
• Stop sexual harassment.
• Educate people on the root causes of gender-based violence.
• Re-instate the death penalty.
• Stop the bullying and victim blaming culture.
• Put a stop to the rape culture that exists.

 Activity 1.5                                                                                                             SB page 14

Read the scenario below:

Maraleng, a township outside Durban, experiences problems with refuse removal. The 
township is overcrowded, and refuse is piling up on the sidewalks. Bongi Kumale, is the 
owner of a refuse removal service, Kumale Refuse Removal (KRR) and is employed by 
the City of Durban to remove the refuse in Maraleng. He has two large trucks and six 
employees. He removes refuse from Maraleng every Monday morning.

The City of Durban has had many complaints about service delivery from the Maraleng
residents against KKR. Bongi Kumale has been asked by the City of Durban to address this
problem.

Questions
1.  Assist Bongi Kumale with the steps in the decision-making process to solve the problem.
2.  Use the suggested techniques to ’develop alternative solutions’ to the problem of refuse 

piling up on the sidewalks.
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The apparent problem is that the community is not happy with KKR’s service.

Bongi must ask the city what the specific complaints were. He must also ask people 
from the community why they are unhappy. Distinguish between symptoms of the 
problem and the real causes of the problem. These could include:
• His workers do not collect all the refuse on a Monday.
• They do not collect from all the points that they are contracted to on a Monday.
• They do not have enough trucks and/or staff to cover the whole area.
• There is too much refuse and it piles up before the Monday collection.
• The community do not put out the refuse in proper bags for easy collection.

After looking at all the feedback from the city and community, decide what the real 
problem is.

The decision-making criteria to evaluate different solutions could include:
• What will the costs be?
• Can I do all the work in one day (Monday)?
• Do I need more staff?

Alternative solutions could include:
• Appoint more staff.
• Buy another truck.
• Educate the community to put out the refuse in proper bags.
• Collect more than one day a week.

Each of these alternatives must now be evaluated according to the criteria in Step 
4. As you can see, cost would be a big factor. If he appoints more staff, buys another 
truck, or collects more than once a week, it will cost him more. He must calculate 
if he will still make money if he decides on any of those options. Can he then charge 
the city more for his service? If he educates the community to put out the refuse in 
proper bags, his collection time will decrease and the collection points will be neat.

His decision may be to educate the community on how to put out their refuse.

To make sure this works, he may want to take some other decisions, such as:
• providing refuse bags to the community at low prices
• preparing a dedicated spot where the refuse must be put out
• working longer hours.

STEP 1

STEP 2

STEP 3

STEP 4

STEP 5

STEP 6

STEP 7

STEP 8
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Alternative solutions might be found in the following problems:
• There is too much refuse
• Refuse is not put out in bags
• The collectors are lazy – they work too slowly
• Trucks are not big enough.

 Activity 1.6                                                                                                             SB page 14

Read the case study below and answer the following questions:

The Cake Box is a very successful South African family bakery that provides excellent 
service to their customers. They design different forms, styles and sizes of cakes and strive 
to fulfil any request from their customers. Their employees are very talented and skilled. 
They are considering expanding their bakery to neighbouring provinces. Teamwork would 
be better promoted amongst employees, especially because the bakery could change their 
bakery structure to become decentralised. The bakery has sound cash management. 

Through their contact at the Soccer Union they were asked to design a cake for the 
opening of a new stadium in Mbombela.

Questions
1.  Explain how creativity can be developed by using the following methods. Give an example
 for each method.
 1.1  Generation of alternatives
 1.2  Suspended judgement
 1.3  Fractioning

Creativity helps you to look at a problem from all sides. Allow students to give any solutions, 
no matter how strange they may sound. This may encourage new ideas that no-one thought 
of before.

Generation of alternatives
This method implies that any particular way of looking at things is only one of many other 
possible ways. You should consider other ways before coming to a conclusion. 
(Remember: The habit of the other point of view)

Suspended judgement
This technique allows you to use arrangements of information which might be invalid, 
in order to restructure or come up with something that is valid. Some ideas might not be 
relevant to the problem, but should not be discarded. Once all participants’ ideas are on the 
table, evaluation or judgement can be done as to the best possible solution.

Fractioning
This technique is used for a finding a solution to a complex problem. The problem is broken 
up into smaller fractions or units. These smaller fractions must not be analysed, but rather 
restructured or put together in a different order to create new ideas.
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 Revision questions                                                                                           SB page 15

1. Define the following:
 • Mission statement
  A business mission statement is a broadly defined but enduring statement of purpose 
  that distinguishes a business from competitors and identifies the scope of its business 
  in the market.

 • Strategic planning
  Strategic planning involves creating a mission statement to indicate the direction a 
  business is taking and then developing long-term objectives and strategies to ensure 
  that the business moves in this direction.

2. What is the purpose of a mission statement? List at least three items.
 The mission statement will:
 •   provide the image of the business
 •   reflect the business identity
 •   indicate the product and services of the business
 •   identify the primary customer needs that the company will satisfy.

3. List the steps in the decision-making process.

1. Diagnose
and defi ne the

apparent problem

5.
Develop alternative 

solutions

4.
Establish decision-

making criteria

3.
Put the real problem in writing

2.
Gather and analyse 

information about the 
problem

8.
Make follow-up

decisions

7.
Decide/take action(s)

6.
Determine

possible results
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4. Discuss the following:
 4.1 Why strategic planning is important (give five reasons)
  • Provides better guidance to the whole company on what it is doing and trying to 
   achieve
  • Makes managers more aware of changing conditions and new opportunities and 
   threats in the business world
  • Gives managers a tool to evaluate competing budget requests in the business
  • Helps to combine all the different strategy-related decisions across the 
   company
  • Creates a more proactive management approach.

 4.2 Characteristics of a successful strategic planning process (give three characteristics)
  • Covers a specific time frame
  • Focuses on the future
  • Incorporates all external factors
  • Includes different scenarios
  • Chooses a single target growth plan
  • Clearly states all conditions
  • Only includes what is necessary
  • It should be realistic and executable.



Module 2
Dynamic business environment

After completing this module, the student will be able to:

LEARNING CONTENT LEARNING OUTCOMES
Students must be able to:

2.1 Why the interest in small business?
 • Entrepreneurs as heroes
 • Entrepreneurial education
 • Economic and demographic factors
 • Shift to a service economy
 • Technological advancements
 • Independent lifestyles
 • International opportunities

2.1 Name and discuss the reasons for the growth 
in entrepreneurship with reference to the 
prescribed items.

2.2 Entrepreneurial profiles
 • Women entrepreneurs
 • Part-time entrepreneurs
 • Home-based entrepreneurs
 • Family business owners
 • Copreneurs
 • Intrapreneurs

2.2 Describe how the surge for entrepreneurial 
activity is activated by the various profiles 
with reference to entrepreneurial profiles in 
South Africa.

2.3 The power of small businesses 2.3 Name and list examples of small businesses 
in the various sectors in the SA economy.

2.4 Entrepreneurial transition
 • The quest for growth
 • Planned growth
   –  Merger
   –  Partnership

2.4 Name and describe the indicators of when 
a business is ready for growth; describe a 
planned growth.

... Continued

After completing this module, the student will be able to:
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LEARNING CONTENT LEARNING OUTCOMES

2.5 Change
 2.5.1 Name of change
 2.5.2 Change as the competitive edge of a 
  business
 2.5.3 Environmental scanning process:
  •   Indirect viewing
  •   Conditional viewing
  •   Informal search
  •   Formal search
 2.5.4 Resistance to change

2.5 
 2.5.1 Explain the reasons why change is 
  necessary.
 2.5.2 Discuss the reasons why it is beneficial 
  for a business to change.
 2.5.3 Name and describe the process to 
  determine what change is taking place 
  and its effect on business.
 2.5.4 Name and briefly explain the reasons 
  why there is resistance to change and 
  how it can be overcome.

2.6 Characteristics of business that is future-
oriented

 •   Planning
 •   Learn faster than the competition
 •   Replace rules with a vision
 •   Win/win situation
 •   Recognise individual roles

2.6 Name and discuss the different characteristics 
and offer an evaluation of each.

2.7 Task
 Complete an environmental scan to determine 

if changes have not already affected the 
students previous, proposed business plan in a 
positive or negative way.

2.7 Complete an environmental scan on their 
proposed business plan from the N5 course; 
obtain a mark for the task that will contribute to 
the practical mark for the semester.
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 Case Study                                                                                                            SB page 23

The case study illustrates how education (in this case college education) can open doors for 
prospective entrepreneurs.

Try to find more success stories of entrepreneurs in your local community to encourage 
students.

 Activity 2.1                                                                                                            SB page 25

List at least three ways in which businesses have changed the way they operate due to the 
improvement in technology.

• Buying/selling of goods online, e.g. We Buy Cars, Gumtree, Checkers60, etc.
• Employees can work remotely as they are able to communicate from anywhere (software 

enables them to do their work from all over)
• Booking doctor’s appointments online or having a virtual doctor’s appointment
• Paid partnerships between companies and influencers on social media (e.g. Instagram)

 Activity 2.2                                                                                                            SB page 26

Make a list of business functions that can be performed on a smart phone.

Examples:
• Call 
• Email
• Messaging 
• Make payments 
• WhatsApp
• Using the Internet for research purposes
• Using the Internet to connect with others via social media
• Have online meetings (video calling, Zoom or Team meetings, etc.)

 Activity 2.3                                                                                                            SB page 29

Read the article on Nativechild on page 29 of the Student Book. 

1. What makes Nativechild a unique haircare brand?
 It’s an environmentally conscious brand – the products are all natural.

2. What in the article suggests that Sonto Pooe’s business is growing and expanding?
 She does not only supply Clicks with products, she also opened a beauty bar/salon in a 

mall in Gauteng.

3. What obstacles do you think Sonto Pooe faced/still faces as a female entrepreneur?
 Students should make use of the Internet to research obstacles women entrepreneurs face. 

Possible answers are:
 • Having to defy social expectations (not conforming to others’ idea of what a leader 
  should look like)
 • Lack of funding/access to funding



12

N6 Entrepreneurship and Business Management | Lecturer Guide

 • Having to balance business and family life
 • Not being taken seriously
 • Being subjected to sexual harassment (sexual objectification).

 Activity 2.4                                                                                                            SB page 31

Students must interview the owner of a family business with the following questions in mind:
• Does he/she have a succession plan in place?
• Do the children have any say in the business?
• Do they interact socially outside the business?
• How is the function of each family member in the business determined?

Ask students to visit local businesses that are run by families and get the information. You 
may have to write a letter from the college to introduce the students to the business owner.

 Activity 2.5                                                                                                            SB page 33

Divide students into groups of four to five students. Each group must go out and interview 
at least two people representing the entrepreneurial profiles (discussed above) in their 
communities.

The following are examples of possible questions:
1. Why did the person(s) decide on a specific type of business? (e.g. copreneur, home-based)
2. What are the advantages and disadvantages of that type of business?
3. What are the reasons for the success of those businesses?
4. Briefly describe the businesses.

Note: Each group must hand in a written report and report back in class.

Ask students to visit local businesses and get the information.
You may have to write a letter from the college to introduce the students to the business 
owner.

 Case Study                                                                                                            SB page 37

Read the case study on The Lazy Makoti in the Student Book on page 37. 

Answer the following questions:
1. Visit The Lazy Makoti’s Instagram page. How many followers does she have? 
 587k followers

2. She is a 2x bestselling author. What are the names of the two cookbooks she’s authored?
 The Lazy Makoti’s guide to the kitchen 
 Hosting with the Lazy Makoti

3. What started out as a cooking ‘lesson’ for a friend expanded into a successful business for 
Mogau. What gap did she see in the market?

 She saw a gap in the market when she realised her friend is not the only young, newlywed 
(or to-be) that was scared of not being able to cook or impress her family with her 
cooking skills or her lack thereof.
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4. Mogau’s business has grown tremendously. What, in your opinion, has she done to help 
grow her business (Hint: Think internal and external planned growth)?

 Students to give their own opinions. Possible answers include: She’s ploughed back profits 
into her business by creating new product offerings (a second cook book, aprons, etc.). 
She’s also gone widely public with a following of more than 500 000 on Instagram.

 Activity 2.6                                                                                                            SB page 38

Make use of the Internet and find a recent merger or acquisition of a company. Identify 
the possible reasons for the merger or acquisition, as well as the possible advantages for the 
companies involved.

Students to make use of the Internet to find recent acquisitions. Answers can be shared in 
class.

 Activity 2.7                                                                                                            SB page 39

Can you think of more ‘white label’ brand products from retailers? List at least three brands.
• Pick n Pay’s No Name brand 
• Spar Freshline
• Dischem selling products under their own name 
• Specsavers selling eyewear under their own name 
• Cape Union Mart’s K-Way

 Case Study                                                                                                            SB page 41

Netflix

1. Why was change necessary in order for Netflix to survive and grow into what it is today?
There are many competitors showcasing the same series. So in order for people to choose 
Netflix, it started producing its own shows, only available on Netflix, making it a sought-
after entertainment provider.

2. What is your opinion on the following:
 2.1 Are regular TV networks becoming obsolete because of Netflix?
  Students to give their own opinions. There are no right/wrong answers.

 2.2 How do platforms like Netflix affect the future of the big screen (movie theatres)?
  Students to give their own opinions. There are no right/wrong answers.

 Business Plan Task                                                                                          SB page 44

Complete an environmental scan on your proposed business plan from the N5 course.

Note: The mark obtained for the task will contribute to the practical mark for the semester.

Students to complete this environmental scan as part of their business plan from N5.
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 Activity 2.8                                                                                                           SB page 44

Identify a business in your area (or a local business on the Internet) that is future orientated. 
Use the following criteria to complete the activity:
1. Are they ahead of their competition?
2. Are they adapting to the changing environment? If so, how?
3. Do they have a specific vision of where they are heading?
4. Do they strive for a win-win situation?
5. Do they recognise the roles of the individuals in the business in the achievement of the 

goals they have set for themselves?

Ask students to visit local businesses and get the information.
You may have to write a letter from the college to introduce the students to the business 
owner.

 Revision questions                                                                                           SB page 44

1. Give four reasons for the rapid growth in Entrepreneurship.
 • Entrepreneurs are seen as problem-solvers/forward thinkers/heroes. 
 • Entrepreneurial education has contributed towards the growth.
 • Economic and demographic factors (e.g. high unemployment rate) has forced many 
  people to start their own businesses.
 • Growth and improvement in technology have contributed towards the shift in the 
  service industry, causing a growth in entrepreneurship.

2. Which technological advancements have assisted entrepreneurs when starting their own 
businesses?
The tablet/laptop, smart phone, email and Internet have made it possible for people to work 
from home and have the same reach as that of a big business. Online presence by businesses 
on platforms such as Facebook and Instagram have also made it so much easier for 
businesses to communicate with consumers as well as resolve issues/queries from customers.

3. Mention at least three problems women face when they enter the business world?
 • Lack of access to capital, labour issues, inadequate education and training as well as 
  discrimination make doing business more difficult.
 • Traditionally male-dominated businesses such as construction, manufacturing and 
  engineering still regard women as inferior when wanting to start a business in these\
  industries.
 • Women normally have to rely on personal income to provide the initial finance for 
  their business.
 • A further problem women face is social pressure, such as child bearing and the 
  responsibility to keep the family together. This results in them spending less time than 
  they should at their businesses.

4. Why are small businesses so important to the economy? Give at least four reasons. 
Any four of the following:

 • Small businesses constitute more than 90% of the businesses in South Africa.
 • They create most of the new job opportunities.
 • They create economic growth, stability and a better distribution of economic activities.
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 • They take initiative and create innovative ideas.
 • They serve as sub-contractors for larger firms.
 • They serve as a manifestation of the free market system.
 • They fulfil an important socio-economic role.
 • They provide high quality personal services to the community and plough back into 
  their communities.
 • They are flexible and adaptable.
 • They have a multiplier effect and play a role in the development of many other support 
  businesses.
 • They provide access to the business world for many people.
 • They contribute towards a more competitive market, thus bringing down prices

5. Distinguish between planned growth and explosive growth.
 Planned growth happens according to a plan that management develops in order to 

accommodate the growth, i.e. planned and controlled growth. Explosive growth is seen as 
runaway growth; uncontrolled growth.

 Planned growth
 • A plan to manage growth 
 • Specific financial objectives 
 • Scheduling of stages.

 Explosive growth
 • Too many employees 
 • Confused lines of authority 
 • Runaway costs 
 • Lack of coordination
 • High employee turnover rate
 • General dissatisfaction.

6. Distinguish between a merger and an acquisition.
 • A merger occurs when two companies of roughly equal size (market strength and asset 
  value) decide to combine.
 • An acquisition occurs when a larger company buys out a smaller one.

7. Name and discuss five benefits for two companies that merge.
 • Marketing: higher turnover, addition of new markets, access to new market research 
  information, adding new products and services, etc.
 • Production: greater use of existing plant and machinery, increased economies of scale, 
  additional building and equipment, new manufacturing processes, new sources of raw 
  materials.
 • Finance: better use of joint resources, employ idle capital or obtaining additional 
  funds, using tax loss situation, spreading the business risk, increasing market value of 
  shares, etc.
 • Management and personnel: acquiring additional management skills, keyworkers and 
  trained personnel.
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8. Why do people resist change? Mention at least three reasons.
 • Workers are afraid that they could lose their jobs or be demoted.
 • Changes may make the knowledge and skills of certain workers obsolete.
 • People fear the unknown.
 • If a group perceives changes to be threatening, they will resist it.
 • If changes will influence social relationships, it will meet with resistance (for example, 
  if people who have worked together are split up).
 • There will be resistance if changes affect a person’s power and influence.

9. Define the following:
 9.1 Micro enterprise
  Micro-enterprises are very small enterprises, often involving only the owner, some 
  family members and at the most up to five paid employees

 9.2 Copreneurs
  Copreneurs are husbands and wives who start and run a business together.

 9.3 Small enterprise
  Small enterprises form the bulk of the established businesses, with employment 
  ranging between 5 and 50. The enterprises will usually be managed by the owner 
  or directly controlled by the owner-community.

 9.4 Survivalist enterprise
  Survivalist enterprises are activities by people who are unable to find a job or get into 
  an economic sector of their choice. These people generate an income that usually 
  falls short of a minimum income standard.

 9.5 Home-based entrepreneur
  A home-based business requires limited space and can be run from home. It can, in 
  most cases, be started with minimal capital outlay.



Module 3
The implementation of strategic 

planning in a business plan

After completing this module, the student will be able to:

LEARNING CONTENT LEARNING OUTCOMES
Students must be able to:

3.1 Introduction

 3.1.1 Mission statement for a business plan

 3.1.2 The establishment of long-term 
   objectives

 3.1.3 Identification of the strategic issues for 
   the business plan – SWOT analysis

 3.1.4 Strategy implementation

3.1 Name and explain the components of 
strategic planning:

 3.1.1 Write a mission statement for their 
   specific business plan with reference 
   to their target market, describing the 
   business and their customers.

 3.1.2 Design and implement objectives for 
   their business that are specific, 
   measurable, achievable, written, 
   comprehensive, coordinated, 
   prioritised, time-bound, flexible and 
   accepted.

 3.1.3 Describe and develop a SWOT analysis 
   for their business plan with reference 
   to identifying strengths and 
   weaknesses, opportunities and 
   threats for their business and 
   determining the strategic issues 
   that need to be addressed for their 
   specific business.

 3.1.4 Prioritise the identified strategies for 
   their business plan and indicate the 
   time framework for the 
   implementation; indicate the factors 
   that may influence the successful
   implementation of their strategies.

After completing this module, the student will be able to:



18 

N6 Entrepreneurship and Business Management | Lecturer Guide

 Activity 3.1                                                                                                            SB page 48

What business are the following companies in?
• Apple
• South African Breweries
• Honda
• Fair Cape
• Virgin Active.

Apple – computer software/electronics/phones/laptops/tablets 
South African Breweries – alcoholic beverages
Honda – high quality vehicles/motorcycles 
Fair Cape – dairy products (milk, cheese, etc.) 
Virgin Active – health and fitness industry

 Activity 3.2                                                                                                            SB page 48

In Column A is a description of the mission statement of Apple Inc.’s corporate mission 
statement in numerical order. In Column B are the different components of a mission 
statement.

Choose a description/word from Column B that matches a description/word in Column A.

COLUMN A COLUMN B

1.1  To bring the best A. Products and services

1.2  Personal computing products and support B. Customers

1.3  To students, educators, designers, scientists, engineers, 
 businesspersons and consumers

C. Markets

1.4  In over 140 countries around the world D. Philosophy

1.1 D
1.2 A
1.3 B
1.4 C

 Activity 3.3                                                                                                            SB page 51

Select a small business in your area and create at least three different scenarios for that 
particular business, using a five-year period.

Students must develop their own scenarios for a specific small business in their community 
or area.
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 Activity 3.4                                                                                                           SB page 52

These are the objectives of a few well-known international companies. Evaluate these 
objectives according to the above-mentioned criteria.

1. Ford Motor Company: To be a low-cost producer of the highest quality products and 
services that provide the best customer value.

 Objective is specific, achievable, comprehensive. They are not measurable or time-bound.

2. General Electric: To become the most competitive enterprise in the world by being 
number one or number two in market share in every business the company is in.

 The objective is specific, achievable and measurable, but not time-bound.

3. Apple Computer: To offer the best possible personal computing technology, and to put 
thattechnology in the hands of as many people as possible.

 Objective is specific and achievable, but not measurable and time-bound.

4. Nando’s Chickenland: Their aim was to have 250 outlets by the year 2000.
 Objective is specific and achievable, but not measurable and time-bound.

5. McDonald’s: We will open between 1 700 and 2 500 restaurants annually for the next few 
years.

 Objective is specific, achievable, measurable and time-bound.

 Activity 3.5                                                                                                            SB page 53

Read the table containing Nissan’s long-term vision and main goals for 2022. Their objectives
are set out according to environment, social and governance aspects.

Questions:
1. What are the benefits of determining long-term objectives?
 Students can make use of the Internet to help them find an answer. Possible answer can 

include:
 •   Clear vision to work towards
 •   Clearly stated objectives that need to be achieved by a certain time
 •   Creates motivation
 •   Transparency within the business.

2. What stood out for you about the long-term vision of Nissan? 
 Students to provide their own opinion after reading the article.

3. In your opinion, according to the requirements of setting long-term objectives, could 
Nissan live up to their long-term vision?

 No right or wrong answer here. Students to form their own opinion and motivate why 
they feel yes or no.
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 Activity 3.6                                                                                                           SB page 55

Are the following objectives strategic or financial?
• Our profit target for 2025 is R50 million. 
 Financial

• Our objective is to boost our market share from 8% to 10% in 2025. 
 Strategic

• During the next decade, our objective is to continue as a leader in introducing new 
technologies and new devices that will allow our buyers of electrically powered equipment 
to conserve on electric energy usage.

 Strategic

• Our objective for this year is to increase our sales income from R70 million to R75 million.
 Financial

 Activity 3.7                                                                                                            SB page 57

What opportunities and threats do the following sectors in South Africa face in your opinion?
• The fruit industry
• Grain industry
• Steel industry

Below is an example of how a SWOT analysis for each of the sectors can be completed.

Swot-analysis of the fruit industry

Strengths:
1.
2.

Weaknesses:
1.
2.

Opportunities:
1.
2.

Threats:
1.
2.

Students to complete a SWOT analysis for each of the industries. They can make use of the 
Internet to research each industry to find possible strengths, weaknesses, opportunities and 
threats. It would be interesting for students to share their answers with the rest of the class 
and create a combined SWOT analysis for each of the industries.

For example, a SWOT analysis for the fruit industry could look as follows:

Swot-analysis of the fruit industry

Strengths:
1. Contributes to more than 50% of exports for 

South Africa
2. Strong in citrus exports

Weaknesses:
1. Poor service delivery and negligence at South 

African ports
2.

Opportunities:
1.	 Huge	profit	opportunities
2. Scope for more fruits, e.g. berries

Threats:
1. Water shortages
2.
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 Activity 3.8                                                                                                           SB page 57

You have already completed a SWOT analysis for your chosen business in Entrepreneurship and 
Business Management N4 as well as updated the SWOT analysis in Entrepreneurship and Business 
Management N5. Go through all the factors and make sure your SWOT analysis is still up to 
date or make the necessary changes.

Students to ensure their business plan SWOT analysis from N5 is up to date.

 Case Study                                                                                                            SB page 58

Krispy Creme Doughnuts

Krispy Creme’s story began in the late 1930s in Old Salem in Winston-Salem, North Carolina, 
and was sold to grocery stores originally. Fast forward to today …

Krispy Kreme doughnuts are made fresh daily, delivering a delicious taste and many joyful 
experiences across the world. The good news is that this iconic brand has made its way to 
the African continent, with its first store having opened in Rosebank, Johannesburg. With 
more stores set to open in the next five years we look forward to sharing the joy across South 
Africa. Complete a SWOT analysis for this iconic brand in South Africa.

Students to complete a SWOT analysis for Krispy Kreme (as they did above for the various 
industries).

SWOT analysis of Krispy Kreme

Strengths:
1.
2.

Weaknesses:
1.
2.

Opportunities:
1.
2.

Threats:
1.
2.

 Revision questions                                                                                           SB page 61

1. In your own words, what does business introspection mean? 
 Product or service, primary market, technology.

2. Name three steps to take when writing a mission statement. 
 • Recognising the vision
 • Business introspection 
 • Scenario building.

3. List five criteria for setting good objectives.
 Specific, measurable, time-bound, achievable, flexible, accepted
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4. Define the following terms:
 • Vision
  Vision is a clear idea in your mind of where a business is heading in the next few years
 • Long-term objectives
  Objectives can be seen as targets that you set for your business to help you to achieve 
  your mission.

 • Business strategy
  The business strategy guides companies on how to achieve long-term objectives and 
  how to strive towards the company’s mission.

 • SWOT analysis.
  A SWOT analysis involves the evaluation of a company’s strengths (S), weaknesses (W), 
  opportunities (O) and threats (T). It is a quick method to determine a company’s 
  strategic situation.



Module 4
Competitive analysis

After completing this module, the student will be able to:

LEARNING CONTENT LEARNING OUTCOMES
Students must be able to:

4.1. Industry competition analysis

 4.1.1 Dominant economic characteristics

 4.1.2 Driving forces

 4.1.3 Competitive forces
  –   Rivalry among competing sellers
  –   New entrants
  –   Substitute products
  –   Suppliers of inputs
  –   Buyers

 4.1.4 Key success factors

4.1 Define the concept of industry completion 
analysis:

 4.1.1 Name the economic characteristics 
  and understand how they will affect 
  their business; draw a profile of the 
  economic characteristics of the 
  industry they are involved in.

 4.1.2 Understand the concept of driving 
  forces; name the most common 
  driving forces; know what driving 
  forces are at work in their industry.

 4.1.3 Name and describe the five 
  competitive forces, understand the 
  effect of these forces on their 
  business.

 4.1.4 Know what the key success factors of 
  their specific business are.

4.2 TASK: Students must identify and list the key 
success factors of an existing business of their 
choice.

4.2  Obtain a mark for this task which will 
contribute to the practical mark for the 
semester.

After completing this module, the student will be able to:
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 Case Study                                                                                                            SB page 68

Uber Eats
How has technology contributed to the success of Uber Eats over the year as well as changed 
the way Uber Eats do business? 
Students must give their own opinion in answering this question. They can make use of the 
Internet to assist with the answer. 

Possible answers include:
• Artificial intelligence have contributed hugely to the success of UberEats, where people 

can see actual photos of the food before they order it. Customers can also filter search 
results for specific type of meals, e.g. gluten free, etc. 

• Location based services makes it possible for customers to find nearby restaurants.
• No queuing for customers as you don’t have to wait in-line anywhere; you can even pre-

book orders.
• A customer can literally order food from wherever they are; whether in hospital, at home 

or work, sitting in a park… convenience at its best
• Uber Eats have access to so much data they’ve gathered over the years, which they also 

share with food suppliers in order to fine tune their food offering. 
 
All the above contributes hugely to the success of Uber Eats as well as to the innovative ways 
they do business. 

 Activity 4.1                                                                                                            SB page 68

What is the influence of these driving forces on the following industries:
• Motor car industry?
 Large market, but not fast-growing at the moment due to high petrol prices 
 Many new manufacturers of cars in market (such as Kia and Tata)
 Changing lifestyle – demand for cars that are lighter on fuel, less CO2 emissions, 
 hybrid cars, etc.

• Beverage industry?
 Changing lifestyles – more people want no sugar/less sugar in their drinks and energy 

drinks. People are more conscious of their health.

• Fast-food industry?
 Changing lifestyles – many people prefer healthier food options.

• Tourism industry?
 Changing lifestyles: Since Covid many people are scared to travel plus travel restrictions 

have severely damaged the tourism industry.
 On the other side of the spectrum there are many people that can not wait to travel more 

often again since restrictions has been lifted, so there is a large market to serve. 
 Tourism industry has lots of competition. With sites such as Airbnb, Booking.com, 

Agoda, etc. it is very difficult for travel agencies to compete on price. The advancement 
of technology has also made it so much easier for a customer to book his/her own holiday 
flights/accommodation/transport, etc. directly with hotels/accommodation hosts. 

 The tourism industry has also been hit hard with the Russia/Ukraine war, and the effect it 
has had on the petrol price (flight prices have sky rocketed). 
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 Activity 4.2                                                                                                           SB page 70

What are the main entry barriers that a company will face if it wants to enter the following 
industries:
• Hotel industry
 Brand preferences. People will stay with existing brands such as Protea Hotels.
 Large capital investment to build new hotel.

• Secondhand car dealers
 Limited experience in industry
 Capital investment – would have to buy a few cars to start with
 Brand preferences – should stock the right brands.

 Activity 4.3                                                                                                           SB page 70

Identify suppliers to the college and try to determine the power of their influence on the 
college (e.g. stationery, textbooks, computer suppliers). Would it be easy to change suppliers 
or is the college totally dependent on a specific supplier?

Depending on whether the college has any contracts in place with suppliers, the following 
could be the case:

Stationery: could easily change supplier, because they all supply the same products. 
Computers suppliers: difficult to change supplier because they usually provide a maintenance 
service as well.
Textbooks: difficult to change because lecturers prefer certain textbooks from specific 
publishers.

 Activity 4.4                                                                                                           SB page 71

Groups must identify a specific industry in their community and write a report on the 
following aspects:
1. Name of industry
2. What are the dominant economic characteristics of that industry?
3. Which driving forces have had an influence on the specific industry?
4. Which competitive forces are most active in the industry and how strong are these forces?
5. What are the key success factors of the industry?

* Give students a few days, two or three, to visit companies in the area to obtain the necessary 
information. Groups must hand in a written report and report back in class. Every group 
must look at a different industry.

Divide the class into groups and ask them to select an industry. They can talk to companies 
in that industry if possible, but they would even be able to complete the assignment if they 
know the industry well enough.
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 Revision questions                                                                                           SB page 73

1. What is meant by the dominant characteristics of an industry?
There are certain basic factors to consider when you want to identify the primary 
economic features of a specific industry. These factors will give you a clearer 
understanding of the nature of a specific industry.

2. List six of these characteristics.
Size of the market: Small markets usually do not attract new or big competitors while 
large markets do.

 Scope of competition: Is the competition in the industry local, regional, national or 
international? 

 Market growth rate: A fast-growing market will attract new entrants, while slow growth 
will lead to increased rivalry between companies and forces weak competitors out.

 Number of competitors and their relative sizes: The more big competitors there are in the 
industry, the more difficult it might be to enter.

 Number of buyers and their relative sizes: This is the number of potential customers and 
their buying power. 

 Ease of entry and exit (capital requirements): High entry barriers protect the position 
and profits of existing companies, while low entry barriers make existing companies 
vulnerable to entry.

 Industry profitability: High-profit industries will attract new entrants.
 Rapid technological change: These changes increase the risk factor; equipment may 

become obsolete before they wear out.

3. What is the role of driving forces in an industry?
New developments occur in every industry and these changes will require strategic 
responses from the companies in that industry. There are forces in motion that create 
incentives or pressures for change. The driving forces have the biggest influence on the 
kind of changes that will take place in an industry and its environment.

4. Name six of the most important driving forces.
 • Changes in the long-term industry growth rate
 • Changes in who buys the product and how they use it
 • Product innovation
 • Technological change
 • Market innovation
 • Entry or exit of major firms
 • Changing lifestyles and attitudes

5. List Porter’s five competitive forces.
 • Rivalry among competing sellers in the industry
 • Potential entry of new competitors
 • Attempts of companies in other industries to win customers over to their own 
  substitute products
 • Bargaining power and pressure from suppliers
 • Bargaining power and pressure from buyers
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6. Which one of these forces is the most powerful?
 Rivalry amongst competing sellers

7. What are the main barriers that make it difficult for a company to enter an industry?
 • Economies of scale forces entrants to enter on a large scale, which is very costly and 
  risky
 • No access to technology and specialised know-how
 • New entrants do not have advantage of experience and learning curve effect
 • Brand preferences and customer loyalty
 • Large capital investments
 • Access to distribution channels
 • Government regulations
 • Tariffs and trade restrictions

8. Sam is a supplier of fresh fish to some large supermarkets. What are some specific critical 
success factors in his industry?

 Possible answers include:
 Effective operations: Making sure the fish that he buys was sustainably sourced. Stricter 

fish quotas can also cause a shortage of certain fish.
 Cost control: How much supermarkets are paying him for the fresh fish as well as the 

price at which he gets the fish. Stricter fish quotas have caused an increase in the price of 
certain fish varieties.

 Physical resources: Sam’s most important critical success factor is probably having the 
right physical resources. Making sure he’s got the right equipment to keep the fish fresh/
frozen as well as transporting it at the right temperature. If this is done incorrectly, it 
means he has nothing to sell.

 Consistency: Always providing great quality, sustainably-sourced fish. 
 Friendly service: Fast, friendly and efficient service to customers.
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Module 5
Strategy and competitive advantage

After completing this module, the student will be able to:

LEARNING CONTENT LEARNING OUTCOMES
Students must be able to:

5.1 Three generic types of competitive strategy
 –   Low cost producer
 –   Differentiation
 –   Focus strategy

5.1. Name and explain the different types of 
competitive strategy.

5.2 Strategies to secure competitive advantage 5.2. Name and describe the offensive strategies to 
secure a competitive advantage in an industry; 
understand how to use offensive strategies 
to secure a competitive advantage of their 
business.

5.3 Strategies to protect competitive advantage
 –   Block competitors’ offensives
 –   Threat of retaliation
 –   Hide true profitability.

5.3. Name and describe strategies to protect 
competitive advantage in an industry; 
understand which strategies will be best 
suited to protect the competitive advantage of 
their business.

After completing this module, the student will be able to:
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 Activity 5.1                                                                                                            SB page 77

Cutting costs
Look at ways to cut costs in your own homes. List the activities that take place at home and 
try to find ways to cut down on expenses. Look at aspects such as the use of water, electricity, 
buying unnecessary items, etc. This will give you an indication of what managers of companies 
do to identify and cut costs in their firms.

Cost-cutting activities:
• Shower instead of bath.
• Switch off the geyser during the day.
• Switch off all appliances and lights when not in use.
• Boil only the amount of water you need and do not up fill the whole kettle. 
• Watch less television.
Ask students to add to this list.

 Activity 5.2                                                                                                           SB page 80

Name a few other companies/products that have unique differentiated qualities that appeal to 
buyers and where buyers are willing to pay more because of the higher quality.
• Volvo (known for car safety) 
• Woolworths (quality products)
• Gucci shoes (well-known luxury brand) 
• Peroni beer (well-known for their quality beer) 
Ask students to give more examples.

 Activity 5.3                                                                                                           SB page 80

List the products or services you are buying or using for which you are prepared to pay a 
premium price. This exercise will illustrate how people differ with regard to their perception 
of value and taste.
This will differ from person to person. Some people would be prepared to pay more for 
clothes and shoes, others for a specific brand of beer, and others for a specific phone. It will 
be determined by what they value in life.

 Activity 5.4                                                                                                            SB page 81

What generic competitive strategy is each of the following companies using?
• Good Fellas provides a personal chauffeur service to drive you home when you have had 

too much to drink.
 Focus

• Michelin, the French tyre manufacturer, produces high quality tyres that are generally 
more expensive than the local South African brands.

 Differentiation

• FlySafair offers a low-cost, fun-filled flight, as well as car and accommodation services to 
all major cities in South Africa.

 Low-cost
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 Activity 5.5                                                                                                           SB page 81

Identify the strategy used in the following descriptions:
1. A strategy to strive to build customer loyalty by positioning its products/service in a 

unique fashion.
 Differentiation

2. A strategy that selects only one segment.
 Focus

3. A strategy that provides a product/service designed to excel in meeting these needs.
 Differentiation

4. A strategy that leads to development of new products that are the spin-offs of prevention 
of squandering.

 Differentiation

5. A strategy where the entrepreneur seeks new customers for existing products.
 Differentiation

 Case Study                                                                                                            SB page 81

1. Draft at least three business objectives for a restaurant in order to accommodate customers 
to adhere to these unofficial rules of dining out ‘post- Covid’.

 Students’ own answers. Possible answers include:
 • Make sure tables are spaced out according to regulations.
 • Have the necessary hygiene rules/regulations in place at all times.
 • Be sure to practice patience – with staff and customers – as everything is a ‘new 
  normal’ to everyone.

2. How would you bring change into your restaurant to maintain growth in these difficult 
times?

 • Make sure customers feel safe by ensuring high hygienic standards always. 
 • Improve customer service.
 • Upgrade the design of restaurant. 
 • Serve high quality food.

3. How would you utilise the following strategies to remain competitive with your 
restaurant?

 • Differentiation strategy
 • Low-cost strategy
 • Focus strategy

 • Differentiation: Improve your service to become known as the restaurant with the best 
  service.
 • Low-cost strategy: Have specials on certain meals/certain days.
 • Focus strategy: For example, by focusing (specialising) in a specific meal such as steaks, 
  and through this becoming known for serving the best steaks.
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 Activity 5.6                                                                                                           SB page 84

King Price
In your opinion, in what way(s) did King Price launch an attack on their competitors’ 
weaknesses? 

Students to form their own opinion.

Most insurance companies offer insurance at the same price every month. King Price 
launched a huge attack on competitors by changing the essence of insurance – offering car 
insurance that DECREASES in payment every month. Who would not want that kind of 
service?

 Case Study                                                                                                            SB page 87

Which cars have the best warranty?

1. What offensive strategy are some car manufacturers using to stay ahead of their rivals?
 Attack competitor weaknesses (by offering a much better and more attractive car 

warranty plan).

2. What offensive strategies are companies like Hyundai and Nissan using to compete with 
their rivals?

 Attacking strengths of competitors: Bringing out new car models to match those of rivals. 
Attack competitor weaknesses: offering a much better and more attractive car warranty 
plan.

 End-run offensives: expanding into new geographic markets all the time, making use of 
the newest technology and added features in their cars to better meet buyer’s needs.

3. Why is this such a high-risk market?
 Because there are many competitors and some of them have been in the industry for many 

many years.

4. Why is it difficult for new competitors to enter this market?
 It is an expensive market to enter with many long-standing competitors (well known) in 

place.

5. What advantages does this strong rivalry amongst the car manufacturers hold for the 
consumer?

 Students to give their own answers. Possible answers include:
 • Better/more competitive prices
 • Bigger variety models to choose from
 • Better quality products and value for money
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 Revision questions                                                                                           SB page 88

1. Name and briefly explain the three generic competitive strategies.
 Low-cost producer
 • Consumers, in general, are very price-sensitive.
 • The result of this is that companies strive to sell their products and services at lower 
  prices than those of their rivals.
 • Companies will try to keep their costs lower to gain a cost advantage over other 
  companies.

 Differentiation
 • Companies that want to differentiate must therefore identify the specific needs and 
  behaviour of consumers, and develop a product that satisfies those needs.
 • These companies will have a competitive advantage over rivals if they satisfy the buyers 
  who look for something different and special.

 Focus strategy
 • A focus strategy is followed when a company selects a specific market segment (niche) 
  where buyers have a specific preference or requirements.
 • This niche can be characterised by geographic area, special requirements in using the 
  product, or by special attributes that appeal only to the niche group.

2. What generic competitive strategies are the following companies using?
 • Pep Stores – Low cost
 • Land Rover – Differentiation
 • Rolex watches – Focus
 • Checkers – Low cost
 • Woolworths – Differentiation

3. List three ways in which a company can launch an attack on another company’s strengths.
There are different ways to launch attacks on competitor’s strengths, including:

 • Price-cutting
 • Running comparison advertisements
 • Adding new features that appeal to rival’s customers
 • Bringing out new models that match those of rivals model for model.

4. List four weak areas open for attack that companies might have.
 • Geographic areas where the rival has a low market share
 • Buyer segments that the rival has neglected or is not able to serve properly
 • Where quality and product performance is neglected by rivals – possible to win over 
  quality-conscious customers
 • Where rivals have neglected customer service: a service-orientated challenger can win 
  dissatisfied customers
 • Where rivals did not advertise or market their product properly – leaves a gap for 
  a competitor with strong marketing skills.
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5. Which moves may be involved in an end-run offensive strategy?
 • Expanding into new geographic markets
 • Introducing products with different features to better meet buyer needs.
 • Using next-generation technology to replace existing products and processes.

6. What is the aim of a guerrilla offensive on another company?
 Guerrilla offensives suit smaller companies who do not have the resources to launch a 

full-scale attack on the market leaders. They use the hit-and-run principle and will attack 
the stronger rivals in places and at times which suit them and not the rivals.

7. List three ways in which a company can protect its competitive advantage.
 • Block competitor offensives
 • Threat of retaliation
 • Hide true profitability.



Module 6
Buying an existing business

After completing this module, the student will be able to:

LEARNING CONTENT LEARNING OUTCOMES
Students must be able to:

6.1 Buying an existing business
 6.1.1 Advantages and disadvantages

 6.1.2 The right way to buy a business

6.1 Name and describe the buying process  for 
these items:

 6.1.1 Name and describe the advantages 
  and disadvantages of purchasing an 
  existing business.
 6.1.2 Describe the logical, methodical 
  approach that an entrepreneur should 
  follow to avoid costly mistakes.

6.2 Evaluating an existing business 6.2 Name and describe the five critical areas 
for analysis when evaluating an existing 
business.

6.3 Determining the value of a business

 6.3.1 Valuation of tangible assets
  a) Stock
  b) Fixed assets
   –   Book value
   –   Replacement value
   –   Market value

 6.3.2 Compute the selling price
 6.3.3 Valuation of goodwill

 Step 1:
 Compute tangible net worth (total tangible 

assets less total liabilities)

 6.3.1 Explain the valuation of tangible 
  assets
  a) Describe the stock valuation 
   method;
  b) Describe the methods of 
   determining the value of fixed 
   assets.
 6.3.2 Calculate the selling price.
 6.3.3 Explain the concept “goodwill” and 
  calculate the goodwill and the final 
  purchase price of an existing business.

... Continued

After completing this module, the student will be able to:
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LEARNING CONTENT LEARNING OUTCOMES
Students must be able to:

 Step 2:
 Calculate opportunity cost of investing  in the 

business (amount the buyer could earn by 
investing the same amount in something with 
a similar risk plus the salary you could earn 
working for someone else)

 Step 3:
 Project the net earnings (average annual net 

earnings before subtracting owner’s salary)
 Step 4:
 Compute extra earnings power (difference 

between Step 3 and Step 2)
 Step 5:
 Estimate the value of intangibles-goodwill (Step 

4 × years in respect of which the average profit 
is determined – normally ranges from three to 
five years for established business).

 Step 6:
 Final price or value of the business (Step 1 + 

Step 5)

6.4 TASK: Calculate the goodwill of a business. 6.4  Obtain a semester mark for this task which 
will contribute to the practical mark for the 
semester.
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 Activity 6.1                                                                                                            SB page 93

Find examples of businesses in your communities that were affected by factors such as new 
developments, new competition, changing customer base, changes in the roads, etc.

Students should do some research and report back on any businesses that were affected by 
these factors.

 Activity 6.2                                                                                                            SB page 94

Refer to the advertisement in the Student Book (restaurant for sale). Why are so many 
restaurants, in your opinion, currently for sale, not just in South Africa, but worldwide.

Students to give their own reasons. It would be good for the class to share and discuss the 
reasons given.

Possible answers could include: Many restaurants closed worldwide due to the pandemic; 
worldwide recession has led to many businesses closing their doors; the war between Russia 
and Ukraine have caused major food shortages worldwide, and therefore many restaurants 
have had to close their doors.

 Activity 6.3                                                                                                         SB page 100

Calculate a price for the following businesses:
•  The owner of a small hardware store wants to sell his business. The business is situated in 

a quiet street, a block away from the main road. The fixed assets amount to R90 000. The 
value of the stock is R22 000, but stock to the value of R5 000 cannot be used anymore. 
The business makes a profit of R9 500 per month. The current interest rate is 14.5% and the 
manager of a similar business owns approximately R90 000 per year.

•  A fishery and take-away business is situated opposite a busy station and has a lot of 
potential. The business makes a profit of R7 500 per month and the value of stock and 
assets amounts to R70 000. The interest rate is 16.5% and the manager of a similar business 
earns R75 000 per year.

Net worth R107 000 (R90 000 + R22 000 – R5 000) 

Interest R15 515 (R107 000 × 14,5%) 

Add salary income R105 515 (R90 000 + R15 515) 

Net income R114 000 (R9 500 × 12) 

Extra earnings R8 485 (R114 000 – R105 515) 

Goodwill R33 940 (R8 485 × 4) 

Price R140 940 (R107 000 + R33 940) 

Net worth R70 000 (Value of stock and assets) 

Interest R11 550 (R70 000 × 16,5%) 

Add salary income R86 550 (R75 000 + R11 550) 

Net income R90 000 (R7 500 × 12) 

EEP R3 450 (R90 000 – R86 550) 

Goodwill R17 250 (R3 450 × 5) 

Price R87 250 (R70 000 + R17 250) 
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 Activity 6.4                                                                                                         SB page 100

Mr Peter Williams owns a garage and service station. The business is situated in the main road 
and has built up a good client base over the last number of years. The average profit figures of 
the garage compare well with those of similar businesses in the area.

Mr Williams must appoint a new secretary because the previous one left after two months at 
the business. He has also had three different mechanics in the business over the past year.

The following financial information is available about the business:
Assets:  R65 000
Stock:  R30 000

Profit figures: 2014: R110 000
 2015: R105 000
 2016: R100 000

Liquidity ratio (net assets/net liabilities):   1 : 1

Collection of debtors: ± 45 days

Operational ratios for garage

2014 2015 2016

Total expenses 22% 23% 25%

Salaries 13% 14% 14%

Rent 6% 6% 6%

Advertising 1% 1% 1%

Average for similar businesses

Total expenses 24%

Salaries 14%

Rent 4%

Advertising 2%

1. You are a management consultant and Mr Williams appoints you to analyse his business. 
Identify the problems that you can derive from the information given above and give Mr 
Williams advice on how to solve these problems.
High staff turnover – staff are not happy to work there. Salary ratios are on par with 
those of other similar business, so it seems staff are not happy with the working 
environment. Mr Williams may have to look at the way he treats his staff or make sure 
that they have a pleasant working environment. 

 It looks as if he is paying too much rent, compared to other similar business. He may 
have to negotiate a lower rent. He is also spending less on advertising than other similar 
business. If he advertises more, he may get more clients. 

 The above has caused his profit figures to drop. He is also taking too long to recover his 
debts. He will have to improve his debt collection process.



39

 Module 6: Buying an existing business

2. Mr Williams is also considering selling the business to take early retirement. An average 
salary for an owner-manager of a similar business is R75 000 and the current interest rate 
is 17%. Calculate a reasonable price for the business.

Net worth R95 000 (Value of stock and assets) 

Interest R16 150 (R95 000 × 17%) 

Add salary income R91 150 (R75 000 + R16 150) 

Net income R105 000 (R110 000 + 105 000 + 100 000 ÷ 3) 

EEP R13 850 (R105 000 – R91 150) 

Goodwill R69 250 (R13 850 × 5) 

Price R164 250 (R95 000 + R69 250) 

3. Mr Williams wants R180 000 for his business. Would you buy it at that price? Give 
reasons for your answer.
According to the calculation, R180 000 is a bit high, but if the new owner can negotiate 
a better rent, be more effective in collecting debts and keep his staff happy, it may be a 
good business opportunity for R180 000.

 Business Plan Task                                                                                        SB page 104

Rooftop at E11EVEN in Greenmarket Square is a popular playground for lots of tourists, 
packed with lots of hangouts. It is a good place to eat and drink in a safe environment with 
live bands. The owner wants to sell this business as he is emigrating to another country. The 
assets amount to R100 000. The liquidation value is R80 000. The net profit is R100 000 for 
Year 1, R90 000 for Year 2 and R110 000 for Year 3. He gets 16% interest on investments. The 
salary of the owner for a similar business is R80 000.

Questions:
1.  Calculate a fair price for this business and give a reason for buying this business.

Net worth R80 000 (Value of stock and assets) 

Interest R12 800 (R80 000 × 16%) 

Add salary income R92 800 (R80 000 + R12 800) 

Net income R100 000 (110 000 + R105 000 + R100 000) ÷ 3

EEP R7 200 (R100 000 – R92 800) 

Goodwill R36 000 (R7 200 × 5) 

Price R116 000 (R80 000 + R36 000) 
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2.  What could the possible disadvantages of buying this business be? Explain five 
disadvantages.

 • The existing owner or business may have a bad reputation in the community. The 
  new owner will have to overcome this ill will and develop a positive relationship with 
  customers. 
 •  The existing facilities may need to be repaired or may not work properly. 
 • New equipment and the upgrading of existing facilities can cost a lot of money. 
 •  The existing stock may be outdated, poorly selected and slow moving. 
 •  The price of the business may be too high. 
 •  The seller may hide vital facts concerning the future of the business. 
 •  New developments may reduce the parking area for customers, which will make it 
  difficult for them to visit the business. 

3.  How would you go about evaluating this business before buying it?
 •  Look at the physical condition of the business. 
 •  Determine the potential for the company’s products. 
 •  See if there are any legal aspects to consider (such as a liquor licence). 
 •  Check the financial position of the business. 

4.  Explain the importance of “goodwill” when buying Rooftop at E11EVEN.
 Goodwill refers to the intangible value of the business and determines what you are 

prepared to pay in addition to the value of the assets and stock. Goodwill is determined 
by the following:

 •  The brand name 
 •  Existing customers 
 •  Location 
 •  Customer relations.

Note: The mark obtained for the task will contribute to the practical mark for the semester.

 Revision questions                                                                                         SB page 104

1. Samkelo wants to buy an existing online gaming business. List the five steps he should 
follow.

 • Analyse your own skills and interests.
 • List the potential businesses for sale.
 • Evaluate businesses and select the best one.
 • Explore financing options.
 • Ensure smooth transition.

2. Name five advantages and five disadvantages when buying an existing business.
 Advantages:
 • It will save time, money and effort to find a location. Finding the right location is one 
  of the main problems when starting your own business. Established businesses often 
  have the better sites, because they had a wider choice when the business started.
 • You take over the existing customers of the business. It will not be that difficult to 
  establish the business’s ability to attract customers.
 • Sales to the existing customers will supply the entrepreneur with an immediate income 
  and a known cash flow.
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 • The existing owner sometimes stays on for a while after selling the business and the 
  entrepreneur can then learn from his or her experience.
 • It is possible to buy the business at a bargain price, especially if the owner has to sell 
  quickly.
 • Relationships between the business and the bank, suppliers, etc. will already be 
  established.
 • The entrepreneur may inherit a trained and efficient staff with the business.
 • It can take many years to develop a good image in the community you serve. If the 
  business already has a good image, the entrepreneur will have an added advantage.

 Disadvantages:
 • The existing owner or business may have a bad reputation in the community. The 
  new owner will have to overcome this ill will and develop a positive relationship with 
  customers.
 • The existing facilities may need to be repaired or may not work properly.
 • New equipment and the upgrading of existing facilities can cost a lot of money.
 • The existing stock may be outdated, poorly selected and slow moving.
 • The price of the business may be too high.
 • The seller may hide vital facts concerning the future of the business. 
 • New developments may reduce the parking area for customers, which will make it 
  difficult for them to visit the business.

3. List the legal aspects that should be considered when buying a business.
 • The buyer must have the full list of existing creditors.
 • The buyer and seller must prepare a list of all the property included in the sale.
 • The buyer must check the implications of existing contracts with suppliers, customers, 
  employees, lessors, and so on.
 • If the business is a partnership, the buyer will have to get a copy of the partnership 
  agreement or find out who the partners are and whether they have the authority to sell 
  the business.
 • Get an agreement from the seller that he or she will not compete with you by opening 
  a similar business, etc.
 • The labour relations situation should be checked.

4. How can a potential buyer ensure that the physical condition of a business is good?
 • The buyer will have to evaluate the tangible and intangible assets of the business to 
  determine whether they:
  –   are reasonably priced
  –   are obsolete
  –   will need to be replaced soon
  –   operate efficiently.
 • Proper stocktaking must be done by the buyer to establish the value of all the 
  merchandise that will be taken over. The following aspects should be looked at in the 
  process.
  –   compare stock with that of competitors (quality, price, and so on)
  –   age, style, condition, freshness
  –   cost prices and mark-up policies
  –   no unsaleable stock must be taken over.
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 • All equipment, fixtures, fittings, furniture and the premises should also be inspected. 
  Check whether the equipment is still usable, necessary for your business, and fully paid 
  for. Determine whether renovations are necessary and whether maximum use is made 
  of the available space.
 • Make sure that the current suppliers of the business will stay with you. Analyse the 
  costs and overheads of the business and determine whether it will change if you take 
  over.
 • Make sure that the lease of the premises is long enough for you to implement your 
  plans.
 • Determine whether the staff is well trained and qualified and whether they (especially 
  the specialised personnel) are going to stay on. Study the personnel records and check 
  on aspects such as trade union contracts, employee contracts and benefits to be paid.

5. How can one determine the solvency of a business?
 • It is important to establish whether the business is still viable and solvent. This 
  can be done with the help of financial ratios. For a business to be solvent, the 
  present value of the net assets must exceed the net liabilities by a ratio of at least 
  2 : 1 (current ratio).
 • If you take over the existing debts of the business, you will have to check the 
  outstanding debts in detail. Determine all the financial obligations of the business by 
  inspecting legal documents such as hire purchase contracts, credit sales contracts, lease 
  agreements, etc.
 • Check how long debtors take to pay their debts. Large amounts of working capital 
  can be tied up in outstanding accounts. The prospective buyer can also check the 
  creditworthiness of the business’s customers and the total sales volume, while 
  inspecting the debtors.

6. Define the following terms:
 • Goodwill
  Goodwill can be described as the amount the seller is asking in excess of the tangible 
  assets of the business as a result of the business’s past and future capacity to provide 
  profits.

 • Operating ratio
  Operating ratios express the various types of expenses as a percentage of sales. 

 • Current ratio
  The current ratio is the present value of the net assets divided by the net liabilities. 
  This is what the assets cost or what it is worth to the present owner from an 
  accounting point of view.

 • Book value
  The book value represents the cost price less depreciation.

 • Replacement value
  Replacement value is what it would cost if you have to buy the in the current market.



Module 7
Franchising business

After completing this module, the student will be able to:

LEARNING CONTENT LEARNING OUTCOMES
Students must be able to:

7.1 Franchising
 7.1.1 Franchising as business option
  – Examples of franchise businesses

 7.1.2 Types of franchising
  – Manufacturer-retailer
  – Wholesaler-retailer
  – Service/trademark holder-retailer
 7.1.3 Advantages and disadvantages of 
  franchising

7.1 Explain the concept franchise:
 7.1.1 Explain the franchise agency as 
  business option and illustrate with an 
  example.
 7.1.2 Name and describe the types of 
  franchising with the aid of examples.

 7.1.3 Name and describe the most 
  important advantages.

7.2 Getting to know the franchise business
  – Operational details
  – Franchise contact
  – Franchise agreement
  – Costs, working capital, financing 
   arrangements, royalties, pricing, 
   commission, site, promotional, 
   support, etc.

7.2 Explain and describe the most important 
information you need to know about the 
franchisor on connection with the agreement, 
contact operational details, etc., with the aid 
of examples.

7.3 Market feasibility study
 7.3.1 Identification of target market
  – Size of the market
  – Market segmentation
  – Market discrimination
  – Market potential
 7.3.2 Marketing information

7.3 
 7.3.1 Describe and identify possible markets 
  with reference to the prescribed items; 
  describe and calculate the market 
  potential.

 7.3.2 Use the market research methods and 
  estimate the market potential with 
  reference to:
  – Market accessibility
  – Market size, pattern and growth,
  – Competition.

7.4 Franchise business plan 7.4.  Complete a business plan for presentation to 
interested parties (for financial assistance).

After completing this module, the student will be able to:
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 Case Study                                                                                                           SB page 111

Galito's

1. Which aspects of the franchise agreement and contract are addressed in this case study?
 • Market research by the franchisor
 • Identifying a suitable location
 • Assistance with the start-up process
 • Costs involved.

2. What makes owning a Galito’s such a viable franchise option? Motivate your answer.
 Students to provide their own opinions.
 It’s affordable; highly profitable; excellent training provided.

3. Who is Galito’s biggest competitor?
Nando’s.

4. What support does Galito’s (the franchisor) offer the franchisee?
Training of staff; support services; guidance in business operations.

5. Name two of the most important things to consider when deciding which franchise to 
select.
• Are they a member of FASA

 • Support from the franchise.

Market feasibility study                                                                                SB page 121

Students to refer to their business plan that they have compiled during Entrepreneurship and 
Business Management N4 and N5 and make sure the following items are updated. Adapt your 
market feasibility plan to suit that of compiling a business plan for starting a franchise.
•   Identification of target market
•   Marketing information

Franchise business plan                                                                              SB page 122

Students to complete their operational plan for their proposed franchise business plan for 
presentation.

Presentation and evaluation of franchise business plan              SB page 123

Present your proposed business plan to interested parties.

 Revision questions                                                                                         SB page 124

REVISION (THIS COULD ALSO BE A PRACTICAL ASSIGNMENT WHICH CAN 
CONTRIBUTE TO THE PRACTICAL SEMESTER MARK)

The students (group or individual) must investigate a specific franchise business in their area. 
Different groups or individual students cannot investigate the same franchise. The following 
information must be collected in the process:
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1. Name of franchise business.
 Name of franchise chosen by the student.

2. Type of franchise
 • Manufacturer-retailer
  Manufacturers of products contract independent businesspeople to distribute their 
  product(s) to the final consumer.
  Examples: New car dealers (McCarthy Motors, Schus Nissan) and petrol stations (BP, 
  Caltex, Shell, Engen)

 • Manufacturer-wholesaler
  Manufacturers grant franchises to wholesalers, who then sell the products to retailers.
  Example: Coca-Cola grants franchises to independent bottlers (Peninsula Beverage in 
  Cape Town), who will then sell to retailers.

 • Wholesaler-retailer
  The retailer is independent, but has the benefits of a chain of stores. These benefits 
  include bulk-buying discounts and coordinated national advertising.
  Examples: Spar supermarkets, 7-Eleven.

 • Service/trademark holder-retailer
  The franchisor is not a manufacturer, but sells a business system to retailers. The 
  franchisor has usually run a number of successful outlets, and then expands by selling 
  the right to use the trademark, image and method of operation to people who want to 
  start their own business.
  Examples: Wimpy, Kentucky Fried Chicken

3. Why owner decided to get into the franchise business.
 Student to find out from the franchisee.

4. What the advantages and disadvantages are from the franchisee’s point of view.
 Student to make a list of all the advantages and disadvantages mentioned by the 

franchisee. Advantages include:
 • Most franchise systems have developed good training programmes to equip the 
  franchisee to start the business.
 • Although the franchisee has the assistance of the franchisor in starting the business, 
  they have the incentive of owning their own business.
 • The business will open with a well-established name in the eyes of the public.
 • The franchisee will need less capital to start up a franchise rather than starting their 
  own business from scratch, because of the assistance from the franchisor. Some of the 
  top franchised businesses (such as McDonald’s), however, may require a larger 
  investment to start your own business.

 The franchisee can get assistance from the franchisor in the following areas:
 • The franchisee gets the benefits of the franchisor’s advertising and promotional efforts 
  on a national and/or regional scale.
 • The franchisee benefits because of the franchisor’s ability to buy bulk on behalf of all 
  the franchisees. The franchisor’s negotiating capacity with suppliers is also an added 
  advantage to the franchisee.
 • The franchisee has access to all the skills, knowledge and experience of the franchisor’s 
  head office, while still running their own business.
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 • The business risk is lower, but hard work is still needed to make the business a success. 
  No franchise option is a guaranteed success if the franchisee is not willing to put an 
  effort into the business.

 Disadvantages include:
 • The franchisor will control the quality and standard of the franchisee’s business. 
  Although the franchisee owns the business, it is essential for the franchisor and 
  the other franchisees in the group to ensure that standards are maintained in all the 
  outlets. A weak franchisee can have a negative effect on the whole group.
 • The franchisee must pay the franchisor for the services provided and for the use of 
  company name (franchise fee and royalties).
 • It is difficult to evaluate the franchisor. The franchisor’s offer may not amount to what 
  it appears on the surface. The franchisor may also not be able to deliver all the services 
  the franchisee may need to sustain his business.
 • The franchisee will not be able to sell the franchised business to anybody without the 
  approval of the franchisor. The franchisor wants to ensure that the right people run 
  the business to keep up the standard and quality.
 • The franchisee may become too dependent on the franchisor and lose the personal 
  drive needed to a build a successful business.
 • Certain policies of the franchisor may affect the profitability of the franchisee. The 
  franchisor may want the franchisee to increase their turnover, which will mean 
  higher royalties for the franchisor. The franchisee may have other ideas to increase 
  their profitability.

5. Whether the franchise is a member of FASA (Franchise Association of Southern Africa)?
 Student to find out from the franchisee.

6. What the role of FASA is in the franchising business
 FASA regulates the franchise industry. Its Code of Ethics prescribes the relationship 

between the franchisor and franchisee as follows:
 • It provides for the franchisee to be furnished with a Disclosure Document and a 
  Franchise Agreement.
 • A franchisee is also entitled to a seven-day cooling-off period during which the 
  franchisee should not be required to pay any money or sign any binding contract.
 • Fairness shall categorise all dealings between a franchisor and its franchisees.
 • A franchisor should be conveniently accessible and responsive to communication from 
  franchisees, provide a mechanism by which ideas may be exchanged and areas of 
  concern discussed for the purpose of improving mutual understanding.
 • A franchisor shall make the effort to resolve complaints, grievances and disputes 
  with its franchisees with good faith and good will through fair and reasonable direct 
  communication and negotiation. Failing this, consideration should be given to 
  mediation and arbitration.
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7. Operational details of franchise:
 • start-up costs (franchising fee, shop fitting, equipment, stock, working capital)
 • royalties to franchisor
 • other payments, commission to be paid to franchisor
 • suppliers – are they determined by the franchisor
 • pricing policy
 • support from franchisor (training, promotions, financing arrangements, other)
 • selection of site

 Student to find out this specific information from the franchisee or from some of the 
websites mentioned below.

8. Reasons for success (failure) of specific franchise.
 Student to find out this specific information from the franchisee or from some of the 

websites mentioned below.

 If students are going to visit a franchise to get the information, the lecturer must write a 
letter of introduction for the students to hand to the franchise owner or manager.

 If they do not get the information from the franchisor, they can find most of the 
information on the Internet by visiting websites such as whichfranchise.co.za , 

 https://www.fasa.co.za , https:// www.franchisedirect.com/franchises-under-10k/ , etc. 
 or they can visit the website of the specific franchisor for more information.
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Module 8
International business plan

After completing this module, the student will be able to:

LEARNING CONTENT LEARNING OUTCOMES
Students must be able to:

8.1 The benefits of foreign trade
 8.1.1 Why nations trade

 8.1.2 Difference between international 
  marketing and domestic marketing
 8.1.3 Government’s role in international 
  business

8.1.1 Describe the benefits involved in 
  trading with other nations.
 8.1.2 Explain the differences amongst 
  international markets.
 8.1.3 Name and explain the incentives, 
  services and procedure applicable to a 
  business entering the foreign markets.

8.2 The international environment 8.2 Discuss the allowing environments indicating 
their effects on business internationally:

 –   Economic environment
 –   Culture environment
 –   Political/legal environment
 –   Technological environment.

8.3 Market information – sources of information on 
foreign countries

8.3 Name the different types of information 
available and list examples of where to get 
them.

8.4 Methods of entering a foreign market
 8.4.1 Indirect exporting
  – Trading house or middle man in 
   domestic market
 8.4.2 Direct exporting
  – Foreign customer or middle man in 
   foreign market

8.4 Name and describe the various entry 
methods:

 8.4.1 Discuss indirect exporting and 
  describe the distribution options.

 8.4.2 Discuss direct exporting and describe 
  the distribution options.

... Continued

After completing this module, the student will be able to:
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LEARNING CONTENT LEARNING OUTCOMES
Students must be able to:

 8.4.3 Licensing, franchising and contracting
  – Sale of knowledge and skills to 
   foreign
 8.4.4 Manufacturing abroad
  – Joint venture, wholly
  – Owned subsidiaries

 8.4.3 Discuss licencing, franchising and 
  contracting; compare the advantages 
  and disadvantages.
 8.4.4 Discuss manufacturing abroad.
  compare the advantages and 
  disadvantages.

8.5 International market feasibility study
 8.5.1 Identification of foreign markets
  – Size of the market
  – Population
  – Income
  – Nature of economy
 8.5.2 The international target market
  – Market segmentation
  – Market description
  – Market potential
 8.5.3 Marketing information

 8.5.1 Describe and identify possible foreign 
  markets with reference to the 
  prescribed items.

 8.5.2 Describe the market with reference to 
  the prescribed items.

 8.5.3 Use the market research methods and 
  estimate with reference to
  – market accessibility
  – market size, pattern and growth
  – competition.

8.6 International business plan

 8.6.1 Marketing plan
  – Target market
  – Market potential
  – SWOT analysis
  – Marketing mix
 8.6.2 Prepare the marketing plan of proposed 
  international business plan

 8.6.3 Financial plan
  – Financial statements
  – Break-even-point
  – Cash flow statements
  – Financial contribution
  – Financing required and what for
 8.6.4 Prepare the financial plan of proposed 
  international business plan

8.6 Complete my international business plan for 
presentation to interested parties:

 8.6.1 Describe and apply the prescribed 
  concepts to their marketing plan 
  and indicate the effects on their 
  proposed business plan.

 8.6.2 Complete the marketing plan of their 
  proposed international business plan 
  for presentation.
 8.6.3 Describe and apply the prescribed 
  concepts to their financial plan.

  Complete their financial plan for a 
  projected period of 12 months.

 8.6.4 Complete the financial plan of their 
  proposed international business plan 
  for presentation.

... Continued
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LEARNING CONTENT LEARNING OUTCOMES
Students must be able to:

 8.6.5 Operational plan
  – Purchasing
  – Administration and record
  – Keeping system
  – Human resources planner
  – Staff policy
 8.6.6 Prepare the operational plan of 
  proposed international business

 8.6.5 Describe and apply the prescribed 
  concepts to their operational plan.

 8.6.6 Complete the operational plan of the 
  proposed international business plan 
  for presentation.

8.7 Presentation and evaluation of international 
business plan

 8.7.1 Appendix of supporting materials
  – Credit reports, reference letters, legal 
   documents, resumes, copies of 
   contracts and leases
 8.7.2 Complete the international business 
  plan
  – Cover sheet
  – Summary
  – Description
  – Marketing plan
  – Financial plan
  – Operational plan
  – Appendix
 8.7.3 Presentation of the business plan

 8.7.1 Compile the documentation as per 
  prescribed items.

 
8.7.2 Compile their international business 
  plan in a format that is presentable to 
  a bank manager or SBDC or other 
  interested parties.

 8.7.3 Present their proposed business plans 
  to interested parties (a practical mark 
  can be accumulated).
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 Activity 8.1                                                                                                         SB page 134

What is the current exchange rate of the Rand against the US dollar, British Pound, the Euro 
and the Japanese Yen?

Students to look up the current exchange rate.

 Activity 8.2                                                                                                         SB page 136

1. You have a product you want to export to Kenya, Botswana and Nigeria. Find out the 
following information about these three markets:

 •   Total population
 •   Percentage of the population who are employed (economically active)
 •   Per capita income of the population
 •   The age distribution of the population
 Students can obtain this information on the Internet. The bigger the population, the 

bigger the market. The more employed people there are, the more money is available to 
purchase If the per capita income is very low, the market may not be that attractive. The 
employment rate may be high, but if the average income is very low, people will only be 
able to afford the basics.

2. How do these factors influence the size of the markets in these countries?
 You must look at the percentage of people that are economically active (between ages 20 

to 60). If the majority of people are under 20 and above 60, the market is not that big.

 Case Study                                                                                                          SB page 138

McDonald’s international strategy: Adapting globally

1. How has McDonald’s adapted to the shift towards healthier eating in recent years?
 McDonald’s has recognised that consumers’ tastes change, and the past number of years 

have seen a huge shift towards healthier eating. The food chain responded by offering 
additional items on their menu to meet this demand, and Filet-O-Fish, McChicken meals, 
salads, fruit juices and smoothies appeared. This was primarily aimed at counteracting the 
perceived unhealthiness of what McDonald’s had to offer, especially after the release of 
the documentary Super Size Me in 2004.

2. McDonald’s success can be attributed to two primary concepts. Briefly outline each one.
 Their marketing plan functions on two primary concepts:
 a) Standardising globally
  You will find the same food in every McDonald’s outlet in every country, on 
  every continent (with the few obvious tweaks to accommodate the culture and eating 
  preferences of that country). So, McFlurry, McNuggets, Filet-O-Fish and the Big Mac 
  are essentially the same, providing the company with a very strong brand image. The 
  strategy also helped build economies of scale, saving the business time and money.
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 b) Adapting to the local market
  This is similar to localisation, where McDonald’s researches the cultures of each 
  country and then adapts to the consumers’ needs. Adapting is what works best for 
  the company because this flexibility has given it a wider reach worldwide. However, it 
  does also mean a higher level of communication and higher production costs. As 
  a result, the marketing mix of McDonald’s is quite flexible, which allows it to 
  cater for the local market where its outlets are located, the types of promotion 
  (target markets) and the pricing of menu items.

3. Discuss any three countries where McDonald’s have adapted to the local culture.
 • Germany: Germans are meat eaters, so their burgers combine Nürnberger sausages 
  with beef. And because Germans also love their beer with food, many McDonald’s 
  outlets also serve beer.
 • Indonesia: Since this is primarily a Muslim country, all the pork in McDonald’s meals 
  have been replaced with fish. All the outlets in Indonesia are Halaal and rice is offered 
  with all meals as well. There are even some local spicy meals included in the menu.
 • India: India is one of the most densely populated countries in the world, and because 
  McDonald’s prices are so reasonable the company has attracted a very large consumer 
  base. It caters to the locals by replacing beef with chicken since the cow is considered a 
  sacred animal. The Maharaja Mac is the local version of the standard Big Mac. The 
  Hindu culture is also largely vegetarian, so McDonald’s offers a Masala Grilled Veggie 
  Burger, McAllo Tikki and McVeggie. In fact, it is so adaptive that in 2013 it opened its 
  first vegetarian restaurant. A popular Indian McDonald’s dish is the McCurry Pan, 
  which is a curried vegetable bake.
 • Morocco: Moroccan outlets offer pita bread sandwiches and many meals are spiced 
  with coriander and cumin. There is even a special menu for Ramadan called the f’tor 
  (end of fasting) that consists of a Big Mac, milk, dates and traditional Moroccan soup.
 • Japan: Japanese cuisine differs from the rest of the world, and McDonald’s has taken all 
  this into account. Its menu now offers Green Tea ice cream, Rice Burger, Seaweed 
  Shaker and Teriyaki Burger. There are shrimp burgers, shrimp nuggets, green tea 
  milkshakes and hotdogs.
 • Switzerland: The McRaclette is only served in Switzerland and consists of a beef 
  sandwich with raclette cheese, unique raclette sauce, onions and gherkin pickles.
 • South Africa: The Muslim Judicial Council Halaal Trust approves all of McDonald’s 
  restaurants in the country. It has also incorporated South Africa’s favourite sausage, 
  boerewors, into its menu by offering the Boerie and Hashbrown Stack for breakfast, 
  and a Boerie Burger Meal and Boerie and Egg Burger.

4.  In your opinion, do you think that McDonald’s will last in the next 20 years? Give reasons 
to support your answer.

 Students’ own answers. It could relate to global issues or local issues, competition, 
popularity, etc. Accept all answers that are reasonably substantiated.
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 Activity 8.3                                                                                                         SB page 148

Class group discussion: Give examples of cases where the religion, culture or values of people 
have influenced the marketing of products in South Africa.
Example: Hashim Amla does not wear the Castle Lager logo on his shirt, because it is against 
his religion. Ask students to find more examples.

 Activity 8.4                                                                                                         SB page 149

What repercussions does South Africa’s unstable political environment have for foreign 
investors?
Students can find answers on the Internet. Many websites compare the business risks of 
countries e.g. https://www.gov.uk/government/publications/overseas-business-risk-south-
africa/ overseas-business-risk-south-africa

Students can share their answers with the class and make a combined list of what 
repercussions SA’s unstable political environment have to foreign investors.

 Case Study                                                                                                          SB page 155

You are a fruit exporter and are currently investigating the United Arab Emirates (UAE) as a 
lucrative market.

You have the following information at hand:
• The United Arab Emirates (UAE/Emirates) consists of seven emirates or states: Abu 

Dhabi, Dubai, Sharjah, Ras Al Khaimah, Ajman, Umm Al Quwain, and Fujairah
• The country is known for its sand plains and deserts, with the majority of its major cities 

and urban areas located along its coastlines.
• Oman and Saudi Arabia are bordering countries, and the UAE shares maritime borders 

with Qatar and Iran.
• The country is almost the size of Austria, with an area of 83,600 km2.
• The population of the UAE is around 9.9 million people, including immigrants (in 2020).
• Arabic (official), Persian, English, Hindi, and Urdu are the languages spoken in this 

country.
• During recent years, the UAE has tried to establish relationships with many countries to 

increase UAE import and export rates and statistics.
• Top UAE imports are: Gold ($38.4 billion), radio and television equipment ($20.4 billion), 

refined petroleum ($9.15 billion), diamonds ($8.11 billion), and cars ($6.63 billion), with 
China ($41 billion), India ($18.1 billion), the United States ($14 billion), Saudi Arabia ($9.21 
billion), and Germany ($7.81 billion) accounting for the majority.

• The UAE was the world’s largest importer of boats ($1.05 billion) and tobacco 
manufacturing machines ($119 million) in 2020.

• The median base salary (per year) in the UAE for the year 2020 is $36 000.
• The imports of fruit and vegetables of United Arab Emirates increased from US$4 856 000 

in 1971 to US$3 500 000 000 in 2020 growing at an average annual rate of 18.59%.
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Question:
In your opinion, with the information at hand, would you say exporting fruit to the UAE is a 
viable option?
Students to form their own opinion based on the information at hand. They should be able 
to motivate why they answered yes or no.

Based on the information above, it is a clearly viable option to export fruit to the UAE. The 
imported fruit market in the UAE increases at an average annual rate of almost 19% year on 
year making it a very lucrative market.

International market feasibility study                                                   SB page 156

Students to refer to their business plan that they have compiled during Entrepreneurship and 
Business Management N4 and N5.
Students must make sure the following items are updated and adapted to suit their chosen 
international market.

Identification of foreign markets
•   Size of the market
•   Population
•   Income
•   Nature of economy (analyse the economic environment)

The international target market
•   Market segmentation
•   Market description
•   Market potential

Marketing information
•   Market accessibility
•   Market size, pattern and growth,
•   Competition

International business plan                                                                       SB page 157

Students to make sure their international business plan is complete and ready for 
presentation to interested parties (for financial assistance).

Ensure the following documents are included:
•   Marketing Plan
•   Financial Plan
•   Operational Plan.

Presentation and evaluation of international business plan       SB page 158

Students to make sure the following items are included in the international business plan:
•   Appendix of supporting materials
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Make sure all documentation with regards to the prescribed items below are completed and 
up to date:
•   Credit reports
•   Reference letters
•   Legal documents
•   Resumes
•   Copies of contracts and leases and agreements
•   Complete the international business plan.

Students to compile their international business plan in a format that is presentable to a 
bank manager or SADC or other interested parties. It should include:
•   Cover sheet
•   Summary
•   Description
•   Marketing plan
•   Financial plan
•   Operational plan
•   Appendix.

Presentation of the international business plan
Students to present their proposed international business plan to interested parties (a 
practical mark can be accumulated).

 Revision questions                                                                                         SB page 159

1. Give at least five reasons why nations trade (benefits).
 • It leads to a rise in living standards, new growth opportunities and expansion of the 
  economy.
 • Money is coming into the country, which means a better balance of payments.
 • It creates employment, which means more people pay tax and fewer depend on the 
  government for support.
 • New technology and knowledge are imported which makes a country more  
  competitive.
 • Additional taxes are generated through tariffs and duties that are levied against 
  imports.

2. Explain how the government and the DTIC support companies that would like to export.
 The DTIC has developed a number of initiatives to assist small businesses to become 

export ready. These initiatives include the following:

 Building export capabilities
 The DTIC assists exporters in building their export capabilities, by increasing their 

capacity to develop exportable products. It offers a programme that allows exporters to 
improve their product design, production process, technical standards, packaging and 
marketing competence.
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 Export advisory service
 It provides advice on how to export through at least 31 clearly defined FAQs with 

answers on exporting from South Africa, including reasons on why an exporter should 
export from South Africa, clearly illustrated export processes and cycles, and additional 
information such as tariff codes, as well as forms and documentation that need to be 
completed.

 Export market information
 The DTIC provides potential exporters with information on export markets and 

opportunities, answers to frequently asked questions, country reports, market survey 
reports and booklets on free trade agreements. Customers will be informed about the 
requirements for entering into foreign markets and identification of export markets for 
their products.

 Export readiness assessment kit
 It provides a self-help questionnaire to assist prospective exporters to determine their 

state of export readiness.

3. Why are governments in support of international trade. Give two reasons.
 • It leads to a rise in living standards, new growth opportunities and expansion of the 
  economy.
 • Money comes into the country, which means a better balance of payments.
 • It creates employment, which means more people pay tax and fewer depend on the 
  government for support.
 • New technology and knowledge are imported which makes a country more 
  competitive.
 • Additional taxes are generated through tariffs and duties that are levied on imports.

4. When trading internationally, it is vital to analyse the international market environment 
before entering a specific market. How can the following cultural factors influence a 
company’s export decision:

 4.1 Language
  Language could create a lot of problems for the international marketer. Certain 
  languages are only spoken and not written languages. The written language is 
  sometimes a foreign language, such as English, which does not accommodate the 
  culture of the country. The Eskimos, for example, have a few different words to 
  explain ice. Their icy environment plays a very important role in their lives, which 
  explains why they have so many different words. India has 800 different dialects. To 
  effectively advertise products in such a country could be very difficult.

 4.2 Religion
  Religious holidays
  Different religions have different days of significance. The marketer must be aware 
  of this to avoid showing disrespect towards religion. Such holidays can also 
  indicate increased demand for products. An example could be flowers or certain 
  types of food.
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  Consumption patterns
  Certain religions do not eat certain types of food. For example, both the Jewish and 
  Islamic religions do not eat pork. Exporting food products with pork ingredients
  to those countries will not succeed. The Halaal or Kosher signs are additional 
  requirements that must be considered by the international marketer.

  The role of women
  Certain religions specify the role of the women in the public life very clearly. If the 
  women are not participating in the economy, certain types of products aimed at that 
  market would not sell well. Furthermore, advertising might be affected if women do 
  not do the shopping or do not watch the early evening soapies on TV.

 4.3 Education
  The most important aspect of education from the international marketer’s point of 
  view is the literacy rate of a specific country. It gives very important information 
  about the stage of development of the country, and therefore the market. There will 
  be a very small market for computers, for example, if the literacy rate of the country 
  is very low. Information about the sophistication of the market can thus be partly 
  determined by studying the educational system of a country. Additional information 
  that could be of value is the number of colleges, universities and other training 
  facilities.

 4.4 Attitudes and values
  Attitude towards marketing activities
  The marketer must find out which forms of advertising are not acceptable. It might 
  also be a good idea not to advertise your products on certain religious holidays.

  Attitudes towards risk-taking
  This refers to whether a consumer is prepared to take the risk of buying a new 
  product. The marketer might find that people would only start using the product 
  after some form of education and/or demonstrations.

  Attitude towards change
  Certain societies have an inherent resistance towards change. Changing existing 
  consumer behaviour will therefore be very difficult when a new product is 
  introduced. Changing existing products might experience the same problems.

  Attitude towards wealth and material gain
  Certain societies place no emphasis on material belongings. Families and religion are 
  much more important. Societies like this will be inclined to buy only the bare 
  necessities. Luxury goods will have no appeal.
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5. List at least five key differences between domestic marketing and international marketing.

Domestic marketing International marketing

Marketing activities in one country Marketing activities in multiple countries

Very familiar with the country and its people, 
characteristics, humor, languages, cultures and values

Unfamiliar market makes marketing activities 
very difficult

More control over marketing activities because of 
familiarity

Less control over marketing activities due to 
unfamiliar market

One currency Multiple currencies

Requires less capital outlay Requires huge capital outlay

Lower risk factor High risk factor

Market research required In-depth market research required about the 
foreign market

6. List five sources of information on international markets.

 Government departments
 The Department of Trade and Industry has set up the Centre for Small Business 

Promotion and an export help desk to assist potential exporters with a wealth of 
information regarding export opportunities and export markets.

 International organisations
 There are various international organisations that have large data banks on specific 

countries. Most of these publish yearbooks on most, if not all the different countries in 
the world. These yearbooks are available at most academic and larger public libraries.

 Examples
 • United Nations
 • International Monetary Fund (IMF)
 • World Health Organization
 • International Labour Organizations
 • World Bank

 Business and trade associations
 Most cities, provinces, states and countries have organisations aimed at collecting and 

supplying information to foreign companies that plan to invest in that area. Your province 
will have such an organisation.

 Service organisations
 Organisations whose business it is to supply information or related services might also 

be a good source of information. Examples are banks, transport agencies and advertising 
agencies.

 Information for sale
 Information can be bought from market research agencies in most countries. This can be 

very expensive, but a good option if very specific information is needed.
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 Other companies
 Other companies doing business in that country might also be a good source of 

information. Your potential competition in that market is, however, a less likely source.

7. Name and briefly describe the different methods of entering foreign markets.
 Indirect exporting
 This type of exporting involves selling to a middleman in your own market. This person 

will then export your products on his own accord.
 Trading house: A trading house conducts its own marketing activities, carries the risk, 

completes all documentation and handles the physical distribution.
 Local agent: When a company uses a local agent, that company retains the roles of 

completing documentation, carrying of credit risks, arranging transport, and so on. The 
agent is only responsible for developing the export market.

 Direct exporting
 The appointment of a representative in a foreign market is the most common route 

used. When appointing a salesperson, the exporter can consider various forms of 
representation:

 • A representative working for the exporter on a salary or commission basis
 • A representative (export merchant or distributor) purchasing the products from
  the exporter and then distributes it himself
 • A representative (buying agent) acting on behalf of buyers.

 Licensing
 A licensing agreement is an agreement where the licensor gives something of value to the 

licensee in exchange for a specific performance or payments.
	 Benefits
 • Minimal capital investment is needed.
 • The licensee gets exclusive rights to manufacture and market products.

 Franchising
 Franchising is a form of licensing whereby the franchisor provides a standard package 

of components or ingredients together with management and marketing expertise. The 
franchisee provides capital, market knowledge and personal involvement. Franchising has 
the same advantages as licensing. Examples of international franchises are Pepsi, Kentucky 
and McDonald’s.

 Contract manufacturing
 Contract manufacturing involves a formal long-term contract between parties in two 

different countries for the manufacturing and assembly of a product. This means that:
 • the company’s products are produced in other markets by another manufacturer
 • sales will be done by a subsidiary of the mother company.

 Foreign manufacturing strategies
 Joint ventures
 An international joint venture is an operation in which two or more companies from 

different countries combine resources, not only for manufacturing purposes, but also to 
acquire marketing, financial and management advantages.

	 Total	ownership	of	foreign	production
 The acquisition of a foreign company involves the purchasing of all or a majority of the 

shares in that company.



Module 9
Consultancy

After completing this module, the student will be able to:

LEARNING CONTENT LEARNING OUTCOMES
Students must be able to:

9.1 CONSULTATIONS
 9.1.1 Examples of consultancy opportunities

 9.1.2 Merits of consultancies

9.1 Explain the concept consultancies:
 9.1.1 Explain the consultancy as a business 
  option and illustrate with an example.
 9.1.2 Name and describe the advantages 
  and disadvantages.

9.2 Getting to know the consultancy business
 –   Contractors
 –   Sub-contractors
 –   Professional services
 –   Service contracts

9.2 Explain and describe the prescribed items 
with reference to the costs, financing 
arrangements, pricing, commission, 
advertising, etc.

9.3 MARKET FEASIBILITY STUDY
 9.3.1 Identification of target market
  –   Size of the market
  –   Market segmentation
  –   Market description
  –   Market potential

 9.3.2 Market information

9.3 Describe and calculate the market potential.
 9.3.1 Describe and identify possible markets 
  with reference to the prescribed items.

 9.3.2 Use market research methods and 
  estimate the market’s potential with 
  reference to a SWOT analysis.

9.4 CONSULTANCY BUSINESS PLAN

 9.4.1 Market plan
  –   Target market
  –   Market potential
  –   SWOT analysis
  –   Marketing mix
 9.4.2 Prepare the marketing plan of proposed 
  consultancy business plan

9.4 Complete of business plan for presentation to 
interested parties (for financial assistance):

 9.4.1 Describe and apply the prescribed 
  concepts to their marketing plan and 
  indicate this effect in their proposed 
  business plan.

 9.4.2 Complete the marketing plan of their 
  proposed business plan for 
  presentation.

... Continued

After completing this module, the student will be able to:
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LEARNING CONTENT LEARNING OUTCOMES
Students must be able to:

 9.4.3 Financial plan
  – Financial statements
  – Break-even-point
  – Cash Flow Statements
  – Financial contribution
  – Financing required and what for
 9.4.4 Prepare the financial plan of proposed 
  consultancy business plan

 9.4.5 Operational plan
  – Purchasing
  – Administration and record-keeping 
   system
  – Human resources planner
  – Staff policy
 9.4.6 Prepare the operational plan of 
  proposed consultancy business plan

 9.4.3 Describe and apply the prescribed 
  concepts to their financial plan:

 9.4.4 Complete the financial plan of their 
  proposed business plan for 
  presentation.
 9.4.5 Describe and apply the prescribed 
  concepts to their operational plan.

 9.4.6 Complete the operational plan of their 
  proposed business plan for 
  presentation.

9.5 Presentation and evaluation of consultancy 
business plan:

 9.5.1 Appendix of supporting materials
  – Credit reports, reference letters, legal 
   documents, resumes, copies of 
   contracts and leases and 
   agreements
 9.5.2 Complete the consultancy business plan
  – Cover sheet
  – Summary
  – Description
  – Marketing plan
  – Financial plan
  – Operational plan
  – Appendix
 9.5.3 Presentation of the business plan.

 9.5.1 Compile the documentation as per 
  prescribed items.

 9.5.2 Compile their consultancy business 
  plan in a format that is presentable to 
  a bank manager or SBDC or other 
  interested parties.

 9.5.3 Present their business plans to 
  interested parties (a practical mark 
  can be accumulated).

Note
The advice of the consultancy reduces the risks related to running a small business.
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 Activity 9.1                                                                                                         SB page 167

1. List at least five business sectors where consultancy opportunities are available.
 Examples:
 •   Marketing 
 •   Financial sector 
 •   Mining 
 •   Engineering 
 •   Management
 •   Information technology.

2. Name five specific consulting jobs available in South Africa. Make use of the Internet to 
answer this question.

 •   Wedding consultants 
 •   Skin care consultants 
 •   Fitness consultants 
 •   Graphic designers
 •   IT consultants 
 •   Copyright consultants
 •   Management consultants 
 •   Tax consultants
 •   HR consultants 
 •   Legal consultants 
 •   Medical consultants

3. What are the main requirements to become a consultant?
 The consultant leads their client to a solution by conferring and consulting. The 

consultant does give advice, but only after conferring with the client and taking the 
client’s participation, abilities and wishes into consideration. The consultant will suggest 
and recommend, but will not tell the client what to do.

 The consultant is an analyst. They analyse and interpret the problems of the small 
business.

 The consultant is also an advisor, because they advise the client on certain alternative 
ways to solve a problem.

 Consultants are also teachers and instructors who use their knowledge and experience to 
open up a new field of systems, methods and thoughts for the entrepreneur.

 Finally, the consultant is also an initiator and innovator. They initiate change and renewal 
in a business to get solutions for specific problems.

 The consultant will have to have knowledge and experience in these areas. If the 
consultant does not have firsthand knowledge and experience, the client may not be so 
positive about the input and advice. The small business owner is often not academically 
qualified or orientated and would prefer a consultant who can speak to him in his 
language and field of experience.
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 Activity 9.2                                                                                                         SB page 170

Identify industries or companies where sub-contracting of certain functions occurs and 
supply possible reasons for this.

Retail (food): Example: biltong shop in supermarket (student’s own answers)
Retail (clothing): student’s own answers
Motor car: student’s own answers
Building: Examples: plumbing, electrician (student’s own answers)
Financial services: Examples: payroll, tax consultants (student’s own answers)

 Activity 9.3                                                                                                         SB page 170

Give examples of at least three more professional services. 

Student’s own answer. The list can be endless.

 Activity 9.4                                                                                                         SB page 170

Visit the website https://www.openfood.co.za and answer the following questions:

1. What services does Open Food offer? In your answer, refer to the various brands within 
Open Food.

 • Catering services to airport lounges
 • Patisserie services (providing patisserie items to bakeries and restaurants) 
 • Retail services (providing baked goods to retailers)
 • Events management and catering services

2. List at least three clients of Open Food. Also state under which division of Open Food they 
fall.

 Examples:
 • Comair Limited – Open Airport 
 • Discovery Group – Open Food 
 • FNB – Open Food
 • Sun International – Open Food 
 • Patisserie Slow lounge – Open Airport

3. Give an example of a service contract between Open Food and a client.
 For example, Open Food might have a contract in place to provide the FNB canteen at 

the head office with food and baked goods every day.

 Another example might be the contract between Open Patisserie and Tashas to provide 
the restaurant with freshly baked good every day.

4. Open Food is seen as a contractor. List at least three functions of Open Food. 
 Students to give their own answer. Possible answers include:
 • Make sure the product is delivered as set out in the contract (quality control).
 • Make sure all rules and regulations are followed (as set out by the specific industry for 
  example).
 • Adhere to the time frames set out in the contract.
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Market feasibility study                                                                                SB page 171

Students to refer to their business plan that they have compiled during Entrepreneurship and 
Business Management N4 and N5.

You have now decided to enter the consultancy market. Make sure the following items are 
updated. Adapt your market feasibility plan to suit that of your chosen consultancy industry.

Identification of target market
Make sure the description of your target market is still up to date with reference to the 
following items:
•   Size of the market
•   Market segmentation
•   Market discrimination
•   Market potential.

Also make sure your calculation of your market potential is correct and updated.

Market information
Use the market research methods and estimate the market potential with reference to a 
SWOT analysis.

Make sure your SWOT analysis is updated to suit that of your chosen consultancy industry.

Consultancy business plan                                                                         SB page 171

Students must make sure their business plan is complete and ready for presentation to 
interested parties (for financial assistance).

Ensure the following documents are included:
•   Marketing plan
•   Financial plan
•   Operational plan.

Presentation and evaluation of consultancy business plan       SB page 172

Students to present their consultancy business plan. Make sure the following is included:
•   Appendix of supporting materials

Make sure all documentation with regards to the prescribed items below are completed and 
up to date:
•   Credit reports
•   Reference letters
•   Legal documents
•   Resumes
•   Copies of contracts and leases and agreements.
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Complete the consultancy business plan                                              SB page 173

Compile your international business plan in a format that is presentable to a bank manager 
or SADC or other interested parties.
•   Cover sheet
•   Summary
•   Description
•   Marketing plan
•   Financial plan
•   Operational plan
•   Appendix.

Presentation of the business plan                                                           SB page 173

Present your proposed business plan to interested parties (a practical mark can be 
accumulated).

 Revision questions                                                                                         SB page 173

1. What are the main functions of a consultant?
The consultant leads the client to a solution by conferring and consulting. The consultant 
does give advice, but only after conferring with the client and taking the client’s 
participation, abilities and wishes into consideration. The consultant will suggest and 
recommend, but will not tell the client what to do.

 The consultant is an analyst. He analyses and interprets the problems of the small 
business.

 Consultants are also advisors, because they advise the client on certain alternative ways to 
solve a problem.

 The consultant is furthermore a teacher and instructor who use knowledge and 
experience to open up a new field of systems, methods and thoughts for the entrepreneur.

 Finally, the consultant is also an initiator and innovator. He initiates change and renewal 
in a business to get solutions for specific problems.

 The consultant will have to have knowledge and experience in these areas. If the 
consultant does not have firsthand knowledge and experience, the client may not be so 
positive about the input and advice. The small business owner is often not academically 
qualified and orientated and would prefer a consultant who can speak to him in his 
language and field of experience.
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2. List four advantages and four disadvantages of becoming a consultant.
 Advantages:
 • Challenging career
 • Varied work assignments
 • You can employ your skills, talents and abilities to the fullest
 • No 8-to-5 routine
 • Get satisfaction from helping others and seeing the fruit of your labour
 • Financially rewarding
 • Exciting opportunities may open up for the consultant (for example, top positions in 
  the firms of clients).

 Disadvantages:
 • Irregular living conditions on certain occasions (long workdays and days away from 
  home)
 • Tremendous job stress and pressures in certain situations
 • Stress in finding clients
 • No long-term job security.

3. Why do companies sub-contract work?
 It is very important for a business owner to identify those times when it is better to give 

work to a sub-contractor than to try and do it yourself. Although it may be difficult to 
give up control over a specific aspect of your business by hiring sub-contractors, it may be 
essential for the long-term survival of your business. It is important to use sub-contractors 
when the job involves expertise that you do not have in your business or when it is not 
efficient for you to do the work. Businesses should stick to their focus areas. If you are 
busy with activities that take your attention away from your core business, you will not be 
in a position to satisfy your customers.

4. Name three areas where small businesses can make use of sub-contractors.
 If a business has a small staff and operates without a full-time bookkeeper, it may be wise 

to sub-contract your payroll. At a small cost the sub-contractor (payroll accountant) 
can handle all your salary and wage aspects and possibly even provide assistance with 
government tax forms, and so on.

 If you have a seasonal business, it may be wise to sub-contract some of the work during 
the busy periods. This will avoid hiring employees who will have to be laid off when the 
business slows down in the off-season.

 It helps to bring in someone from outside to do training in your business. Employees 
often pay closer attention to an outsider than to someone from within the company.
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5. Define the following terms:
 • Consultant
  A consultant is a person who analyses specific problems in a business and advises the 
  business owner(s) on possible solutions.

 • Contractor
  A contractor takes responsibility for a specific job and has control over the job 
  contract.

 • Sub-contractor
  A sub-contractor is a person or company who does a specific part or aspect of a job 
  for the main contractor.
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ENTREPRENEURSHIP AND BUSINESS MANAGEMENT N6 
EXAMINATION PAPER

TIME:	1/2	hour			MARKS:	50

FIRST PAPER

INSTRUCTIONS AND INFORMATION
• Answer ALL the questions.
• Read ALL the questions carefully.
• umber the answers according to the numbering system used in the examination paper. Write neatly 

and legibly.

SECTION A 
QUESTION 1
1.1 Indicate whether the following statements are TRUE or FALSE. Choose the answer and write 
 only ‘True’ or ‘False’ next to the question number (1.1.1-1.1.10) on the ANSWER SHEET.

 1.1.1  A merger takes place when a large company buys out a smaller company.

 1.1.2  A SWOT analysis refers to an analysis of a company’s strengths, weaknesses, opportunities 
  and threats.

 1.1.3  Exchange rates refer to the rate at which the currency unit of one country may be 
  exchanged for that of another country.

 1.1.4  When identifying the primary economic features of a specific industry, the number of 
  competitors and their relative size is not seen as a dominant economic characteristic.

 1.1.5  A disadvantage of franchising is that the franchisee has access to and use of the franchisor’s 
  patents, trademarks, copyrights,trade secrets and any secret formulae or processes.

 1.1.6  Intrapreneurs are employees who apply their entrepreneurial skills in an existing business.

 1.1.7  A contractor takes responsibility for a specific job and has control over the contract

 1.1.8  Developing a vision and a mission is part of the strategic planning of a business.

 1.1.9  End-run offensives are a strategy used to protect competitive advantages.

 1.1.10  An increase in sales is an indication that a business is ready for growth.

(10 × 1)   [10]

 Examination Paper 1 
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QUESTION 2
Choose a term from COLUMN B that matches a description in COLUMN A. Write only the letter 
(A–F) next to the question number (2.1–2.6) on the attached ANSWER SHEET.

COLUMN A COLUMN B

2.1  This strategy is followed when a company selects a specific market 
segment where buyers have a specific preference.

A.  Block competitors’ offensive

2.2  A company can broaden its product line to fill niches in the market. B.  Differentiation strategy

2.3  Use accounting techniques to obscure the real financial status of the 
business.

C.  End-run offence

2.4  Companies will try to keep their costs lower than that of competitors in 
order to gain a cost advantage.

D.  Focus strategy

2.5  The aim of this offensive is to get the advantage of being first in a new 
arena and to force competitors to try and catch up with you.

E.  Hide true profitability

2.6  When using this strategy, the business has created value that can be 
reflected in a higher selling price for the product or service.

F.  Low cost strategy

(6 × 2)   [12]

QUESTION 3

3.1  Name any FOUR competitive forces (Porter) identified in completing a competitive 
 analysis. (4 × 1) [4]

3.2  Give FOUR reasons why strategic planning is important. (4 × 1) [4]

3.3  Name any FOUR techniques that can be used to generate ideas on how to solve a 
 problem. (4 × 1) [4]

3.4  List FOUR advantages of consultancy. (4 × 1) [4]

3.5  Compare domestic marketing with international marketing by listing TWO 
 characteristics of each. (4 × 1) [4]

[20]

QUESTION 4

Define the following terms:

4.1  Mission statement

4.2  Franchising

4.3  Part-time entrepreneur

4.4  Driving forces (4 × 2)  [8]

TOTAL: [50]
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FIRST PAPER

MEMORANDUM

SECTION A 
QUESTION 1
1.1 1.1.1 False
 1.1.2 True
 1.1.3 True
 1.1.4 True
 1.1.5 False
 1.1.6 True
 1.1.7 True
 1.1.8 True
 1.1.9 False
 1.1.10 True (10 × 1)   [10]

QUESTION 2

COLUMN A COLUMN B

2.1  This strategy is followed when a company selects a specific market 
segment where buyers have a specific preference.

D.  Focus strategy 

2.2  A company can broaden its product line to fill niches in the market. A.  Block competitors’ offensive 

2.3  Use accounting techniques to obscure the real financial status of the 
business.

E.  Hide true profitability 

2.4  Companies will try to keep their costs lower than that of competitors in 
order to gain a cost advantage.

F.  Low cost strategy

2.5  The aim of this offensive is to get the advantage of being first in a new 
arena and to force competitors to try and catch up with you.

C.  End-run offence

2.6  When using this strategy, the business has created value that can be 
reflected in a higher selling price for the product or service.

B.  Differentiation strategy

(6 × 2)   [12]

QUESTION 3

3.1 Any four:
 •   Threat of new entrants
 •   Substitute products
 •   Power of suppliers
 •   Power of buyers/customers
 •   Rivalry among competing sellers
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3.2 Any four:
 • Providing better guidance to the whole company on what it is doing and trying to achieve.
 • Making managers more aware of changing conditions and new opportunities and 
  threats in the business world.
 • Giving managers a tool to evaluate competing budget requests in the business.
 • Helping to combine all the different strategy-related decisions across the company.
 • Creating a more proactive management approach. (4 × 1) [4]

3.3 Any four:
 • Reverse method
 • Generating of alternatives
 • Brainstorming
 • Challenging assumptions
 • The ‘why’ technique
 • Suspended judgement
 • Fractionating/Fractioning (4 × 1) [4]

3.4 Any four:
 • challenging career
 • varied work assignments
 • you can employ your skills, talents and abilities to the fullest
 • you don’t have to follow an 8-to-5 routine
 • the satisfaction of helping others and seeing the fruits of your labour can be very 
  rewarding
 • it can also be very rewarding financially
 • exciting opportunities may open up for the consultant (e.g. top positions in the firms 
  of clients). (4 × 1) [4]

3.5 Any two characteristics of each:

Domestic marketing International marketing

Marketing activities is one country Marketing activities in multiple countries

Very familiar with the country and its people, 
characteristics, humor, languages, cultures and values

Unfamiliar market makes marketing 
activities very diffcult

More control over marketing activities because of 
familiarity

Less control over marketing activities due 
to unfamiliar market

Domestic marketing International marketing

One currency Multiple currencies

Requires less capital outlay Requires huge capital outlay

Lower risk factor High risk factor

Market research required In-depth market research required about 
the foreign market

   (4 × 1) [4]
   [20]
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QUESTION 4

4.1 Mission statement – A company’s mission is the vision an owner has of what his or her 
 business is trying to do or want to become in the future.

4.2 Franchising – Can be defined as the marketing system which revolves around a mutual 
 agreement whereby one party is granted the privilege of conducting business as an individual 
 business owner but is required to operate according to certain methods and terms specified 
 by the other party.

4.3 Part-time entrepreneur – Is a person that starts a part-time business in their free time in the 
 evenings and over weekends.

4.4 Driving forces – These are forces that bring about change in an industry, that requires a 
 strategic response from companies (in order to adapt to changes). The drivingforces have the 
 biggest influence on the kind of changes that will take place in an industry and its environment.
   (4 × 2) [8]
   TOTAL: [50]
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ENTREPRENEURSHIP AND BUSINESS MANAGEMENT N6 
EXAMINATION PAPER 2

TIME:	11/2	hours			MARKS:	150

SECOND PAPER 

INSTRUCTIONS AND INFORMATION 
• Answer any THREE of the four questions.  
• Read ALL the questions carefully.  
• Number the answers according to the numbering system used in this question paper.  
• Start each question on a NEW page.  
• Marks will not be allocated for copying directly from the textbook.  
• A systematic presentation of facts is required.  
• Write neatly and legibly  

SECTION A 
QUESTION 1 
Read the following case study and then answer the questions.  

Ikarabele Legae (26) from Diepkloof, 
Soweto, runs a fruit export business 

called Humble Fruit in Johannesburg.

Meet the young fruit exporter cracking global markets
A chance encounter almost four years ago transformed the life of Ikarabele Legae (26) from 
Diepkloof in Soweto. Today his fruit export business is making inroads in markets across the 
globe.

At the time, Legae had just moved from China to Cape Town. 
A scholarship which enabled him to pursue a degree in 
international business and trade at the ShangaiJiao Tong 
University had fallen through, closing that path to him.

A disappointed Legae started thinking of business ideas and 
decided to start a tech company in 2016.

“I had a friend in china who used to translate content for a 
portal called Progress Report. He used to take English trade 
data and translate it into Chinese. So, what I realised from 
his work at the time was that South Africa didn’t necessarily have the right trade access into China. 
So, I created my tech company to connect Chinese suppliers of farming machinery with South African 
farmers.” He says.

Six months into his business it failed because, he says, he didn’t have a clear framework of where he 
wanted the business to go. In November of the same year, he had a meeting with his developer in a 
coff ee shop in Cape Town to try and salvage his business.

Fortunately for him he encountered a South African vegetable exporter who helped change his future.

Encounter with fruit exporter that changed his life.

“I was in a meeting in a coff ee shop with one of my developers. Seated at the table next to me was a 
white woman and a white guy. These guys were laughing and having a good time and the whole coff ee 
shop was watching them. I too got distracted and started staring at them”.
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I heard their conversation, and they were chatting about exporting tomatoes from South Africa into 
Zambia because there had been a tomato shortage in Zambia at the time. I was like, this is absolutely 
the coolest thing I’ve ever heard and remembering the stuff  that I learned from the progress report I 
was like, this is what I want to do.”

Legae approached the pair, greeted them and told the man, who introduced himself as Patrick Hughes, 
that he wants to do what they are doing. He proceeded to ask for his business card and Hughes said he 
was quite rude for listening in on their conversation but commended him for his bravery.

He gave Legae his business card. Legae then pestered him for weeks until he agreed to have a beer 
with him.

“He told me he had a company called Regent Produce South Africa based in Durbanville that exported 
fruit and vegetables to global markets. He also had a stake in a farm in Egypt where he was importing 
garlic into South Africa to service the bid retail companies.

“He told me what equipment I needed to buy to get my business off  the ground and I left Cape Town to 
offi  cially start my Humble Fruit business in Johannesburg in 2017.”

Starting his own bruit business in Jozi

Legae says he had no experience and over the next couple of months he would visit the Joburg market 
to buy fruit and he would take four taxis from Soweto each morning to sell his produce in town.

The following year he decided to scale up his fruit selling business and look into exporting to global 
markets.

“At the time, there hadn’t been any black exporter in South Africa at all and I thought, well, 
commercially there’s a way to drive this story.”

“I could act as a middleman and connect South African fruit growers with retail companies abroad,” 
he says.

Fortunately for him he had contacts and networks from China and his clientele grew from there.

“I would tell my clients that I have this particular fruit, it is not the best quality but it’s getting there. 
I would ask them would you be able to pay us a premium for this fruit and will you be able to pay us 
earlier than you pay anyone else?”

Legae says his clients would agree because they are not just market oriented, they are willing to go the 
extra mile to market this fruit and to get South African fruit producers exposure into the EU market.

Once his clients agree he would go back to the growers and say “we have got these buyers who are 
willing to pay your earlier. They are willing to pay you a premium for your fruit, but you don’t have to 
pressure of producing the highest quality fruit.”

Legae has been running Humble Fruit for the past three years. He also became a member of the Fresh 
Produce Exporters Forum (FPEF) in 2019, aimed at developing black exporters and producers to be 
globally competitive by providing exposure to the technical aspects of fruit trade in 2019.

As a transformation representative at the forum, he has assisted in drafting the fruit SA strategy on 
the future of black producers and exporters in the SA fruit value chain.

Source: https://www.foodformzansi.co.za/meet-the-young-fruit-exporter-cracking-global-markets
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1.1   Explain FOUR factors which may encourage Ikarabele Legae to export his fruit to 
 countries in Europe.  (4 × 2) (8)  

1.2   Explain any FOUR factors that may discourage Ikarabele Legae from exporting 
 his fruit to countries in Europe.  (4 × 2) (8)  

1.3   What kind of assistance can Ikarabele Legae expect from the South African 
 Government (DTIC) if he exports his fruit to countries abroad?  (4 × 2) (8)  

1.4   Ikarabele Legae plans to grow his business, Humble Fruit, internally. 
 Discuss THREE ways in which he can achieve internal growth.  (3 × 2) (6)  

1.5   Explain FOUR ways in which Ikarabele Legae can obtain a competitive advantage 
 for his business, Humble Fruit.  (4 × 2) (8)  

1.6   How can Ikarabele Legae use ‘guerilla offensives’ as a strategy to secure his competitive  
 advantage?  (2 × 2) (4)  

1.7 How can Ikarabele Legae use ‘block competitors’ offensives’ as a strategy to 
 protect his competitive advantage?  (4 × 2) (8)   
  [50]  

QUESTION 2

CASE STUDY
Chris Paul, owner of ‘The Crown’, a well-established restaurant in Khayelitsha, decides to emigrate to 
Rwanda. He wants to sell his restaurant. The staff has indicated that they would like to stay on and 
work for the new owner. The restaurant is very popular with the locals as well as tourists visiting the 
township. It is situated in the centre of Khayelitsha and provides live bands for entertainment over 
weekends and on Wednesdays. The Crown is open every day of the week from 12:00 until 24:00. 

The assets of the restaurant amounts to R400 000. The liquidation value is R320 000. The net profit 
is as follows: R200 000 for Year 2019, R180 000 for Year 2020 and R220 000 for Year 2021. He gets 15% 
interest on investments. The salary of the owner-manager for a similar business is R100 000.

2.1  Calculate a fair price for ‘The Crown’.  (26) 

2.2   State any FOUR advantages for a potential buyer when buying an existing business, by 
 referring to ‘The Crown’.  (4 × 2) (8)  

2.3   Explain how new management can manage resistance to change from staff if they 
 decide to change the working hours to 8:00 until 24:00 every day of the week.  (4 × 2) (8)  

2.4  Chris Paul is considering the option of becoming a consultant for small businesses 
 once he has emigrated to Rwanda. Give reasons why you think that he would be able 
 to perform the functions of a consultant.  (4 × 2) (8) 
  [50] 
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QUESTION 3 
KAUAI started a healthy food revolution 24 years ago and you have been part of this journey. But the 
Covid-19 pandemic has shown us that we still have work to do in getting more South Africans to join 
the healthy food revolution. We have some of the highest rates of obesity and type 2 diabetes in the 
world – and these underlying conditions, have contributed to South Africa ranking in the top 10 of 
Covid-19 cases globally.

One thing that has been highlighted for us in particular is simply that the ‘normal’ we knew, wasn’t 
normal at all. It was abnormal. From how we approach food and health, to the state of our planet and 
our failure to protect our women and children; many of our society’s abnormal ills have been allowed 
to become “normal”. Together we have the chance to rethink, to make a change, to say, “We’re not going 
back to that abnormal” and to create a new, healthier normal that we can all be proud of. One where 
we take care of ourselves and each other, where we respect the planet and build new, better habits that 
serve us all.

In 2019 Kauai decided to go global. Then, 23 years later, and with 150 stores in South Africa (and three 
across Namibia and Botswana) it was time to take the Kauai goodness way out of town. 

So, packed with a plucky plan to plant Kauai freshness wherever good food fans needed it most, we 
went looking for the best partners in the best places. The bad news? We all need new passports and 
those queues are the worst. The good news: we’ve picked up a bit of Thai and Dutch… Since then Kauai 
is available in Thailand as well as the Netherlands. 

3.1  Explain the benefits for the business, Kauai, when staff are promoted to the position 
 of a manager.  (2 × 2)  (4) 

3.2   Name the type of franchise that Kauai is.  (2) 

3.3   Name the industry of which Kuaui is part.  (2)  

3.4   Discuss the advantages for the franchisee/franchisor of buying a Kauai franchise.  (4 × 2)  (8)  

3.5 ‘we went looking for the best partners in the best places’  
 3.5.1 Give the name of the offensive strategy that Kauai used.  (2)  
 3.5.2 Motivate your answer in QUESTION 3.5.1.  (2 × 2)  (4)  

3.6 Explain what is meant by “We’re not going back to that abnormal” as mentioned 
 in the case study.  (2 × 2)  (4)  
   [50] 

QUESTION 4 
Thulani Mguda: From Humble Beginnings To Co-Founding A Fine Dining Restaurant In Gugulethu 

Orgasmic Gawulo is a fine-dining restaurant in the heart of Gugulethu, founded by Thulani Mguda 
and Tumi Mayenge (a qualified chef) through love, sweat, and tears. Two years ago, they embarked on 
the journey of their lifetime, with a vision to bring money back into the township, and uplift their 
community. 

Orgasmic Gawulo infuses fine-dining with Gugulethu street food to educate the community about food, 
and food lovers about Gugulethu.
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Thulani’s story is one of trials and tribulation with a thread of hope and vision running through every 
word he speaks. For Thulani, furthering his education was not an option, so his only way to break the 
cycle of poverty in his family was to start a business. His vigour to fight for the survival of Orgasmic 
Gawulo is what makes Thulani a genuine Heavy Chef Champion.

Fine-dining meets Gugulethu street food…

Chef Tumi then started teaching Thulani what he knew. They started off small by running a catering 
truck and doing functions around the city, until they decided to expand and started renting a small 
space from “H&M Gugs”, a favorite lounging place in Gugulethu, which is now home to their outlet. 

Orgasmic Gawulo has already made a name for itself within Gugs and surrounding neighbourhoods. 
Often hailed as the township version of Primi, it is easy to see why it has received so much traction. 
This unique restaurant is the first of its kind, not only in the immediate community, but in townships 
across Cape Town. 

When deciding on the menu the two men opted for meals that would cater to everyone, appetizing 
food that would appeal most especially to the locals. They also made sure to do some research as to 
what people were interested in and what they would like to eat. Thulani highlighted that everyone 
loves their current dishes. “Our angle to food is a bit different to what has been done in the township 
before”, he said. 

One aspect they put a lot of emphasis on, is the presentation of their food, as we are taught 
presentation is everything and this also keeps customers intrigued with this place.  

Sources: 
• https://heavychef.org/all-articles/2019/7/5/thulani-mguda-from-humble-beginnings-to-co-founding-a-fine-

diningrestaurant-in-gugulethu
• https://www.food24.com/this-dynamic-duo-is-quickly-taking-over-the-cape-town-kasi-food-scene/

4.1  State the THREE factors that contributed to the internal growth of Thulani’s 
 restaurant.   (3 × 2)  (4) 

4.2  Thulani came from a modest background. Answer the following questions:  
  
 4.2.1 State whether this statement is TRUE or FALSE.  (2) 

 4.2.2 Motivate your answer in QUESTION 4.2.1. (2 × 2)  (4) 

4.3 They started off small by running a catering truck and doing functions around 
 the city, until they decided to expand and started renting a small space. 
 Answer the following questions:
 
 4.3.1 Name the kind of entrepreneur Thulani is, by referring to the statement above.  (2) 

 4.3.2 Name the advantages for Thulani’s business. (3 × 2)  (6) 
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4.4 Explain the contribution that Thulani’s restaurant is making towards the economy.  (4 × 2)  (8) 

4.5 How can Thulani and his business partner grow their business externally?  
 List at least three ways. (3 × 2)  (6) 

4.6 Who is Thulani’s target market?  (2 × 2)  (4) 

4.7 Complete a SWOT analysis for Orgasmic Gawulo. Give 
 ONE example for each component. Give your answer in table form.  (4 × 2) (8)

4.8 Discuss how technology can contribute to the success of Thulani’s business by giving at 
 least TWO of your own examples. (2 × 2) (4)

   TOTAL SECTION B: 150 
   (FIRST PAPER AND SECOND PAPER) GRAND TOTAL: 200  
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ENTREPRENEURSHIP AND BUSINESS MANAGEMENT N6 
EXAMINATION PAPER 2

TIME:	11/2	hours			MARKS:	150

SECOND PAPER 

MEMORANDUM

SECTION A 
QUESTION 1
1.1 Explain FOUR factors which may encourage Ikarabele Legae to export his fruit to 
 countries in Europe . (4 × 2) (8)  
 Any four:
 • Direct contact with customers
 • Higher profit margins as Europe is made up of mostly wealthy countries
 • Independence from foreign partners
 • Ikarabele already has connections in China that can help him with connections in Europe.
 • English is one of the main language in most of Europe which allows for better 
  communication.

1.2 Explain any FOUR factors that may discourage Ikarabele Legae from exporting his fruit 
 to countries in Europe. (4 × 2) (8)  
 • Limited market coverage
 • Great financial risk
 • Lack of knowledge of the foreign market and its culture
 • Diffcult to gain entry into European markets

1.3 What kind of assistance can Ikarabele Legae expect from the South African 
 Government (DTIC) if he exports his fruit to countries abroad? (4 × 2) (8)  
 Any four:
 The DTIC will:
 • help him with contacting organisations in Europe regarding the exporting of fruit
 • assist with market research of European markets
 • assist with best storage solutions for his fruit
 • assist and help arrange for his business to be represented at trade exhibitions and 
  promotions
 • contribute and cover certain cost for him to participate at the trade exhibitions 
  provided by the Export Marketing and Investment Assistance Fund
 • advise him on best exporting methods
 • provide him with a self-help questionnaire to assess whether he is export ready.

1.4 Ikarabele Legae plans to grow his business, Humble Fruit, internally. 
 Discuss THREE ways in which he can achieve internal growth. (4 × 2) (8)  
 • He can invite partners to join his business to contribute funds and skills.
 • He can use profits to buy more equipment and employ more people.
 • He can apply for a loan at a bank to enlarge his business operations, to buy new 
  machinery/equipment.
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1.5 Explain FOUR ways in which Ikarabele Legae can obtain a competitive advantage 
 for his business, Humble Fruit. (4 × 2) (8)  
 Any four:
 • Provide the best quality fruit
 • Charge a reasonable price
 • Provide excellent customer service e.g. incentivise customers
 • Deliver on time to customers
 • Make sure that products that can be ordered are in stock

1.6 How can Ikarabele Legae use ‘guerilla offensives’ as a strategy to secure his 
 competitive advantage? (2 × 2) (4)  
 • He can have price-cuts on specific fruits or increase his advertising
 • He can concentrate on areas that his competitors have neglected, e.g. give 
  customers a better quality product at a better price or better customer service.

1.7 How can Ikarabele Legae use ‘block competitors’ offensives’ as a strategy to protect his 
 competitive advantage? (4 × 2) (8)   
 Any four:
 • Broaden his product line – offer more variety of fruits
 • Try to offer what competitors offer too – e.g. variety of fruits
 • Make sure product prices are the same as that of competitors (for the same type/grade 
  of fruit)
 • Sign exclusive deals with international customers
 • Make sure delivery and customer service are better than that of the competition
 • Provide certain guarantees
 • Negotiate better prices with suppliers to get the fruit at a better price than the 
  competition
   [50]

QUESTION 2 

CASE STUDY
Chris Paul, owner of ‘The Crown’, a well-established restaurant in Khayelitsha, decides to emigrate to 
Rwanda. He wants to sell his restaurant. The staff has indicated that they would like to stay on and 
work for the new owner. The restaurant is very popular with the locals as well as tourists visiting the 
township. It is situated in the centre of Khayelitsha and provides live bands for entertainment over 
weekends and on Wednesdays. The Crown is open every day of the week from 12:00 until 24:00.

The assets of the restaurant amounts to R400 000. The liquidation value is R320 000. The net profit 
is as follows: R200 000 for Year 2019, R180 000 for Year 2020 and R220 000 for Year 2021. He gets 15% 
interest on investments. The salary of the owner-manager for a similar business is R100 000.
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2.1 Calculate a fair price for ‘The Crown’. (26) 

 Value of tangible net worth R320 000
 Interest income (R320 000 × 15%)  R48 000

 Add salary for owner-manager R100 000
  + R48 000
  R148 000
 Average net earnings of business
 (R200 000 + R180 000 + R220 000)/3 R200 000

 Extra earning power of business (R200 000 – R148 000) R52 000

 Goodwill (R52 000 × 5) R260 000

 FINAL PRICE (R320 000 + R260 000) R580 000

2.2 State any FOUR advantages for a potential buyer when buying an existing business, 
 by referring to ‘The Crown’. (4 × 2) (8)  
 • Trained staff – staff indicated that they wanted to stay on
 • Loyal customers – many locals visit regularly as well as tourists
 • Good location – situated in very busy area, in the centre of Khayelitsha
 • Well established business – very popular

2.3 Explain how new management can manage resistance to change from staff if they 
 decide to change the working hours to 8:00 until 24:00 every day of the week. (4 × 2) (8)  
 • Inform staff about the change regarding working hours from 8:00 until 24:00 
  every day of the week
 • Involve staff in the decision, give them an opportunity to give their opinion.
 • Explain the benefits of a longer day’s work, e.g. overtime remuneration.
 • Negotiate the longer work day, e.g. staff can work shifts.
 • If staff do not want to comply (work longer hours), management can maybe look 
  at offering retrenchment packages.

2.4 Chris Paul is considering the option of becoming a consultant for small businesses once 
 he has emigrated to Rwanda. Give reasons why you think that he would be able to 
 perform the functions of a consultant. (4 × 2) (8)
 Any four:
 • Chris has the knowledge of the following aspects which will make him a great consultant:
 • The characteristics, problems, abilities and shortcomings of the small business owner 
  and the place of the small business in the economy
 • The general business world (private sector, public sector, the consumer and the free 
  market economy) as he has experience in running his own business
 • All the aspects involved in the management of a small business as he successfully 
  managed his own business
 • Knowledge of the financial aspects of the business
 • Administrative skills (systems, procedures and control)
 • Purchasing (suppliers, negotiation, placing of orders)
 • Marketing and sales (promotion, advertising, market research)
 • Personnel management (staffing, staff relations, training, etc.) [50] 
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QUESTION 3

KAUAI started a healthy food revolution 24 years ago and you have been part of this journey. But the 
Covid-19 pandemic has shown us that we still have work to do in getting more South
Africans to join the healthy food revolution. We have some of the highest rates of obesity and type 2 
diabetes in the world – and these underlying conditions, have contributed to South Africa ranking in 
the top 10 of Covid-19 cases globally.

One thing that has been highlighted for us in particular is simply that the ‘normal’ we knew, wasn’t 
normal at all. It was abnormal. From how we approach food and health, to the state of our planet and 
our failure to protect our women and children; many of our society’s abnormal ills have been allowed 
to become “normal”. Together we have the chance to rethink, to make a change, to say, “We’re not going 
back to that abnormal” and to create a new, healthier normal that we can all be proud of. One where 
we take care of ourselves and each other, where we respect the planet and build new, better habits that 
serve us all.

In 2019 Kauai decided to go global. Then, 23 years later, and with 150 stores in South Africa (and three 
across Namibia and Botswana) it was time to take the Kauai goodness way out of town.

So, packed with a plucky plan to plant Kauai freshness wherever good food fans needed it most, we 
went looking for the best partners in the best places. The bad news? We all need new passports and 
those queues are the worst. The good news: we’ve picked up a bit of Thai and Dutch… Since then Kauai 
is available in Thailand as well as the Netherlands.

3.1 Explain the benefits for the business, Kauai, when staff are promoted to the position 
 of a manager. (2 × 2) (4)
 Any two:
 • Staff that are promoted are loyal workers.
 • Staff that are promoted work very hard.
 • Staff that are promoted help the business to make a profit.
 • Staff that are promoted are responsible and conscientious.

3.2 Name the type of franchise that Kauai is. (2)
 Service trademark holder-retailer

3.3   Name the industry of which Kuaui is part.  (2)  
 Restaurant industry/food industry

3.4   Discuss the advantages for the franchisee/franchisor of buying a Kauai franchise.  (4 × 2)  (8)  
 Any four:
 • Many franchise systems have developed good training programmes to equip the 
  franchisee to start the business.
 • Although the franchisee has the assistance of the franchisor in starting the business, 
  they have the incentive of owning their own business.
 • The business will open with a well-established name in the eyes of the public.
 • The franchisee will need less capital to start up a franchise than when starting their 
  own business from scratch, because of the assistance from the franchisor. Some of the 
  top franchised businesses (such as McDonald’s), however, may require a larger investment 
  than you would need to start your own business.
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 • The franchisee can get assistance in the following areas from the franchisor: – selection 
  of the premises
  –   plans for re-modelling of premises
  –   obtaining finance for buying into the franchise
  –   training of staff
  –   purchasing of equipment
  –   selection and purchasing of stock
  –   starting the business and getting it running smoothly.
 • The franchisee gets the benefits of the franchisor’s advertising and promotional efforts 
  on a national and/or regional scale.

3.5 ‘we went looking for the best partners in the best places’  
 3.5.1 Give the name of the offensive strategy that Kauai used.  (2)  
  Attacking competitor weaknesses

 3.5.2 Motivate your answer in QUESTION 3.5.1.  (2 × 2)  (4)  
   • Kauai have secured markets where competitors have low market share
   • Kauai have geographic areas where the rival has a low market share
   • Where quality and product performance is neglected by rivals – possible to 
    win quality-conscious customers over,

3.6 Explain what is meant by “We’re not going back to that abnormal” as mentioned 
 in the case study.  (2 × 2)  (4)  
 Meaning: Pre-covid times were actually abnormal with the unhealthy lifestyles.
 Kauai wanted to create a new, healthier normal that everyone can be proud of. 
 One where everyone can care of themselves and each other, as well as the planet and 
 build new, better habits that serve us all.
   [50]

QUESTION 4
Thulani Mguda: From Humble Beginnings To Co-Founding A Fine Dining Restaurant In Gugulethu

Orgasmic Gawulo is a fine-dining restaurant in the heart of Gugulethu, founded by Thulani Mguda 
and Tumi Mayenge (a qualified chef) through love, sweat, and tears. Two years ago, they embarked on 
the journey of their lifetime, with a vision to bring money back into the township, and uplift their 
community.

Orgasmic Gawulo infuses fine-dining with Gugulethu street food to educate the community about 
food, and food lovers about Gugulethu.

Thulani’s story is one of trials and tribulation with a thread of hope and vision running through every 
word he speaks. For Thulani, furthering his education was not an option, so his only way to break the 
cycle of poverty in his family was to start a business. His vigour to fight for the survival of Orgasmic 
Gawulo is what makes Thulani a genuine Heavy Chef Champion.

Fine-dining meets Gugulethu street food…

Chef Tumi then started teaching Thulani what he knew. They started off small by running a catering 
truck and doing functions around the city, until they decided to expand and started renting a small 
space from “H&M Gugs”, a favorite lounging place in Gugulethu, which is now home to their outlet.
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Orgasmic Gawulo has already made a name for itself within Gugs and surrounding neighbourhoods. 
Often hailed as the township version of Primi, it is easy to see why it has received so much traction. 
This unique restaurant is the first of its kind, not only in the immediate community, but in townships 
across Cape Town.

When deciding on the menu the two men opted for meals that would cater to everyone, appetizing 
food that would appeal most especially to the locals. They also made sure to do some research as to 
what people were interested in and what they would like to eat. Thulani highlighted that everyone 
loves their current dishes. “Our angle to food is a bit different to what has been done in the township 
before”, he said.

One aspect they put a lot of emphasis on, is the presentation of their food, as we are taught 
presentation is everything and this also keeps customers intrigued with this place.

Sources: 
• https://heavychef.org/all-articles/2019/7/5/thulani-mguda-from-humble-beginnings-to-co-founding-a-fine-

diningrestaurant-in-gugulethu
• https://www.food24.com/this-dynamic-duo-is-quickly-taking-over-the-cape-town-kasi-food-scene/

4.1  State the THREE factors that contributed to the internal growth of Thulani’s 
 restaurant.   (3 × 2)  (4) 
 • Working long hours
 • A high level of service at all times, catering to everyone’s needs and doing research 
  about their target market (tastes, preferences, etc.)
 • Learning on the job, e.g. from his partner whom is a chef to dealing with customers 
  (customer relations), staff relations, etc.

4.2 Thulani came from a modest background. Answer the following questions:

 4.2.1 State whether this statement is TRUE or FALSE.  (2) 
   True.

 4.2.2 Motivate your answer in QUESTION 4.2.1. (2 × 2)  (4) 
   The article states that he came from a humble beginning to where he is today.
   He did not have the opportunity to further his education.

4.3 They started off small by running a catering truck and doing functions around 
 the city, until they decided to expand and started renting a small space. 
 Answer the following questions:
 
 4.3.1 Name the kind of entrepreneur Thulani is, by referring to the statement above.  (2) 
   He started off as a part-time entrepreneur, doing events and functions with their 
   food truck in the city before expanding.

   * They were classified as part-time entrepreneurs, as their business was only 
   operating at functions around the city and not on a full-time basis. It is unclear 
   whether they had a second job at the time. A part-time entrepreneur does not 
   necessarily have a full-time job.
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 4.3.2 Name the advantages for Thulani’s business. (3 × 2)  (6) 
  As a part-time entrepreneur, is has the following advantages:
  • Can be done in free-time and over weekends
  • Provides extra income
  • Security of a full-time job (if the person has a full-time job as well)
  • While having the security of a full-time job, the entrepreneur has the chance 
   to grow the part- time business

4.4 Explain the contribution that Thulani’s restaurant is making towards the economy.  (4 × 2)  (8) 
 • They have created jobs for the people in the community working at his restaurant.
 • Their restaurant attracts tourists to the area, which brings extra money to the area.
 • Because more tourists are attracted to the area (because of their restaurant) it will 
  encourage more people in the community to open their own business
 • Their business supports suppliers, e.g. buying food supplies (vegetables, meat, etc.)
 • His restaurant pays tax to the government which can be used to build schools, hospitals, 
  expand road infrastructure, etc.

4.5 How can Thulani and his business partner grow their business externally?  
 List at least three ways. (3 × 2)  (6) 
 • They can become a franchise
 • They can partner with other businesses to offer a greater variety of services 
  (e.g. have a Vida e Cafe dispensing machine inside the restaurant)
 • They can acquire an even bigger restaurant (buy) or merge with a successful restaurant group

4.6 Who is Thulani’s target market?  (2 × 2)  (4) 
 • The locals who likes to dine
 • People who visit South Africa (tourists)

4.7 Complete a SWOT analysis for Orgasmic Gawulo. Give 
 ONE example for each component. Give your answer in table form.  (4 × 2) (8)
 Strength:
 • He is very hard working
 • He is disciplined

 Weakness:
 • Need to learn more about the restaurant industry

 Opportunity:
 • Open more restaurants in the area
 • Expand into other provinces and townships

 Threats:
 • Restaurants in the area offering less expensive food
 • Political unrest in townships
 • Load-shedding/shortage of power supply
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4.8 Discuss how technology can contribute to the success of Thulani’s business by giving at 
 least TWO of your own examples. (2 × 2) (4)
 • He can make use of social media (Instagram, Facebook, etc.) to engage with customers 
  (marketing) and advertise their food menu items and specials.
 • They can make use of an online platform that enables people to book a table online.

 * Students can give more examples of how they think technology can contribute.

   TOTAL SECTION B: 150 
   (FIRST PAPER AND SECOND PAPER) GRAND TOTAL: 200  
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