
 

 

LOCAL, PROVINCIAL AND NATIONAL BUSINESS COMMUNITIES 

14 FEBRUARY 2013 

Lesson Description  

In this lesson, we will: 

 Examine the interaction between business sectors and the three business environments.  

 Critically reflect on a business venture, assess its entrepreneurial qualities, and identify its success 
factors and areas for improvement.   

 Practice exam and general questions.  

Key Concepts 

SWOT Analysis 

 

Pestle 

 

Porters Five 
 

Key Points 

 

The Primary Sector  
(From Business Studies for All, Grade 12, MACMILLAN, P. 40) 

 

 The primary sector of industry is involved with the extraction, cultivation, processing and harvesting 
of natural resources.  

 Examples of natural resources are water, minerals (coal, gold, iron ore, etc.) agricultural crops, and 
forestry.  

 Companies in the primary industry sector are involved in agriculture (farming), mining and quarrying, 
and forestry. 

 The gold mining industry extracts the gold ore and processes it into gold bars (bullion) which are 
then sold for example, to the jewellery manufacturers (secondary sector) to be processed into 
jewellery (the finished goods).  

 The jewellery is then sold to the jewellery shops (tertiary sector) for consumers to purchase.  

 Anglo American is a company in the primary sector as they mine gold, diamonds and platinum.  

 They also have extensive forestry plantations. Sasol mines coal, which is then converted into petrol 
at a refinery.  

 Remember that the products of this sector are sold to other businesses, which then convert them, or 
process them further, into products to be sold to the consumer. 



 

 

The Secondary Sector  
(From Business Studies for All, Grade 12, MACMILLAN, P. 40) 

 

 The secondary sector comprises businesses involved in manufacture (processing).  

 They transform the raw materials extracted or harvested by the primary sector into finished products 
which other businesses can then sell.  

 For example, Kelloggs processes the output of the agricultural sector (grains and raw cereals) into 
breakfast cereals and them sells the finished product to companies in the tertiary sector 
(supermarkets such as Pick ’n Pay and Checkers) which then sell the finished product to consumers. 

 I&J is a company involved in both the primary and secondary sector of industry – they have large 
fleets of fishing vessels to harvest the natural resource (fish), and they also have processing plants 
to clean, fillet and package the fish which they sell directly to supermarkets. 

 The secondary sector is often divided into light industry (such as a company manufacturing 
cosmetics) and heavy industry (such as a company manufacturing earth moving equipment). 

 Many of these industries consume large quantities of energy and require factories and machinery to 
convert the raw materials into goods and products.  

 These companies generally need large workforces.  

 They also produce waste materials that may pose environmental problems or cause pollution. 

 

The Tertiary Sector  
(From Business Studies for All, Grade 12, MACMILLAN, P. 41) 

 

 The tertiary sector is involved in the transfer of goods from the supplier to the consumer, such as the 
retail industry.  

 Other companies in this sector provide services in the fields of banking, insurance, personal services 
(e.g. consultants), hairdressing, legal, education, health and municipalities.  

 These services can be to other businesses (B2B – business to business) or directly to the consumer 
(B2C – business to consumer). 

 Note that because a company is involved in providing a service, it does not mean they do not have 
to purchase products from the secondary sector.  

 For example, a furniture removal company will have to purchase their packaging materials from a 
manufacturer in the secondary industry section.  

 Banks and insurance companies, on the other hand, have their own ‘products’ in the form of various 
services which they market to the consumer.  

 The tourism industry is another example of a business in the tertiary sector, and in South Africa it is 
one of the fastest growing industries; responsible for much job creation. 

 

Summary 

 These companies must constantly scan the environment to identify problem areas, and then prepare 
a SWOT analysis which details all the strengths, weaknesses, opportunities and threats.  

 Although a company only has complete control over the internal or micro-environment, a strategy 
has to be formulated to deal with threats, improve weaknesses, and seize opportunities presented by 
forces in the market and macro-environment. 

 Remember that companies can influence the market and macro-environment (sometimes only in a 

small way), but they are influenced by both these environments, and sometimes forces in these 

environments present severe threats. 



 

 

Characteristics of Successful Business People 

(From Business Studies for All, Grade 12, MACMILLAN, P. 54 - 55) 

 Focus of control 

An individual with an internal focus of control takes responsibility for successes and failures, attributing the 
outcomes to his or her own ability and effort. This differs from an individual with an external focus of control 
who blames events on others or bad luck. 

 Propensity for risk 

Enterprising people seize opportunities when they present themselves – they take risks, although they are 
calculated risks. This means they have carefully weighed up the pros and cons, but go ahead fully aware of 
the risks. 

 Innovativeness 

Research on entrepreneurs has shown them to be exceptionally imaginative and creative in generating new 
ideas on how to make money and solve problems. Innovation is the intentional introduction and application 
of new ideas, process, products and/or procedures. 

 Need for independence 

Entrepreneurs want to be in control and may find it hard to function within a restrictive corporate environment 
as it stifles creativity and rarely provides the rewards that are so important to achievers. Entrepreneurs prefer 
to avoid the restrictions imposed by rules, procedures and social norms; they like to be in charge, work for 
themselves and run their own businesses. 

 Know-how 

Know-how is the sum total of skills, expertise, and aptitude. We will discuss these terms individually. 

 Skills 

Skills refer to the things one learns, as opposed to a talent (painting, music, dance, etc.) which is something 
one is born with. Basic skills necessary for everyone are reading, writing, arithmetic (mathematical literacy), 
and mental skills (the ability to think and solve problems). In the business world, each job requires specific 
skills which can be taught, such as how to prepare financial statements (bookkeeping), how to recruit and 
train staff (human resources skills), how to manage people and delegate tasks (people skills), how to operate 
machinery, etc. The following section deals with skills that all business people need to have. 

 Managerial skills 

Managerial skills are specific abilities that result from knowledge, experience, information, practice, and 
aptitude (degree of skill). The development of managerial skills may improve business operations and 
consequently assist with the creation of employment in South Africa and in this way enhance the economy 
as a whole. Managerial skills can be improved through training programmes and practical experience. 

 Technical skills 

A technical skill is the ability to perform a specialised task that involves certain methods or processes. Most 
people develop a set of technical skills to complete activities that are part of their daily work lives. For 
example, a plumber will develop the basic skills needed to install the equipment in a bathroom, and a 
laboratory assistant needs to be able to measure and mix chemicals properly. Generally, as people are 
promoted into management positions, they rely less on their basic technical skills and other skills become 

more important, such as people skills – leading, controlling, managing, organising, negotiating, managing 

conflict, motivating staff, etc. 

 Conceptual skills 

The entrepreneur with good conceptual skills is able to see the organisation as a whole, rather than the 
individual parts, and is able to plan achievable goals and strategies for the organisation. When greater 
responsibility is required, conceptual and decision-making skills are used with increasing frequency. As 
entrepreneurs advance to higher management levels in an organisation, they exercise their conceptual and 
decision-making skills with increasing frequency. 



 

 

 Communication skills 

Communication involves both non-verbal and verbal messages. Effective communication between a 
company and its stakeholders (which include the internal staff) is the life-blood of any organisation and is 
critical in achieving organisational objectives. In business you need to be able to communicate in meetings, 
and through letters, faxes and memoranda. Communication needs to be clear, concise and understood by 
everybody in the organisation. Every function of management, i.e. planning, organising, leading and 
controlling, requires effective communication skills. 

 Decision-making skills 

Decision-making skills involve the entrepreneur’s ability to choose an appropriate course of action from two 

or more alternatives. The key to decision-making is the ability to select the appropriate decision-making style 
for each decision faced. Successful leaders learn to match the appropriate decision-making style with the 
situation. 

 
Factors which contribute to the success of a business: 

 Sustainability - This means that the business can continue to exist despite all the challenges and 
threats it is confronted with. 

 Profitability - Money is managed is such a way that a sound return on investment can be 
guaranteed to investors. 

 Customer base - Successful businesses have a continuous customer base to sell their goods and 
services to. 

 A great idea - Goods and services must fulfil the needs and desires of consumers. A successful 
business has to offer better goods and services than its competitors. 

 A clear and executable strategy. – Having a clear vision and strategies that work in order to 
achieve your goals. 

 Good management principles. – Having the elements of management in place and being 
professional and ethical. 

 Correct form of ownership. – Operating the business under the most suited form of ownership. 

 

Identifying areas for improvement: 

Areas to improve any business would vary according to the shortfalls which can be identified. The business 
must be assessed on an ongoing basis to see where improvements are needed. The following are some 
possibilities of areas where improvements might be needed: 

 Constantly evaluate the enterprise’s performance against predetermined goals. 

 Purchasing products of good quality. 

 Constantly improve technology so as to improve productivity. 

 Training staff to improve customer relations. 

 Showing good leadership qualities so as to motivate employees. 

 Marketing techniques should be appealing to the target market 

 Do financial analyses regularly to control costs. 

 Budget regularly so as to keep expenditure under control. 

 Providing regular staff training so as to improve skills. 



 

 

Questions 

Question 1 
(From Business Studies for All, Grade 12, MACMILLAN, Activity 2, P. 42) 
 

Case study 

Davis Colliery is a coal mine near New Castle in KwaZulu Natal; a rural area with large coal deposits. The 

company has been in business for over 50 years and much equipment needs replacing. They have also 

caused environmental damage by creating dust In the air which has left many people with respiratory 

problems. Their workers live in the area, and are highly experienced, but many in the surround community 

are infected with HIV/ AIDS.  

Last month, trade union representative gave the workers a talk, informing them of their rights in the new 

South Africa. Recently a new mine, with the latest machinery and technology opened nearby. The price of 

coal has dropped internationally, and at the same time, their transport company (that takes the coal to 

Richard's Bay for export) has increased their prices substantially.  

We know that business can only control their internal environment and thus management will have to take 

immediate action to address workers' grievances, and possibly grant pay increases and improve their living 

conditions, especially as we see in the market environment that there is new competition that offers workers 

better pay and living conditions. This new colliery (competition) also has much better equipment and 

machinery.  

Davis Colliery has little to no control over the broader external environment (macro), but what they do to 

meet these challenges? 

a.) In which environment would we find suppliers, such as the transport company? What possible 
suggestions do you have to deal with the fact that the transport company has increased their prices?  

b.) What should a responsible company do about the social problem of HIV/AIDS? 

c.) How can the colliery use the latest advances in technology (global force) and take the opportunity to 
turn the weakness (and threat) of old, outdated machinery into a strength? 

d.) What should they do about their environmental problems? Explain the relationship between physical 
forces and socio-economic forces.  

e.) What force(s) in the Marco-environment are concerned with price fluctuations of natural resources? 
What can the colliery do to minimize the impact?  

 

Question 2 

(Adapted from DOE, Mar 2010, Question 1) 

There is no magic formula for entrepreneurship. Although there are many different and successful 
approaches to business success, it is the power of good entrepreneurial qualities that will finally determine 
the level of performance a particular business venture will attain. Explain any FIVE entrepreneurial qualities 
of a successful business enterprise. Discuss how key success factors, such as sustainability, profitability and 
the customer base, can influence the overall performance of any business venture. 

[40] 



 

 

Question 3 

Read the extract below and answer the question that follows. 

 

Are You Entrepreneurial Material? 

Entrepreneurs are... 

1. Optimistic and goal-setting people who have a strong focus on results. 

2. Able to rely on themselves and have a great deal of confidence, determination and 

2. Dedication to do the best at all times. 

3. Able to interact effectively with people. 

4. Positive, pleasant and eager to meet people and satisfy them. 

5. Inquisitive, intuitive and enjoy new challenges. 

6. Ambitious and have the ability to judge and act on incomplete information. 

 

Analyse any THREE qualities of a successful entrepreneur. Use the examples from the extract to support 
your answer. 

 


