
Business Studies Study Guide:
Entrepreneurship and Economics

Grade Level: Grade 12

Outcome 1: Analyse Entrepreneurial Viability

🌱 Beginner Guide

The Core Choice: When entering the business world, you generally choose
between being an Entrepreneur (starting your own business) or an
Employee (working for an existing business).

Key Definitions:

Entrepreneurship: The process of identifying a gap in the market and
starting a business to fill it. You take the risk, but you keep the profit.
Formal Employment: Working under a contract for an employer. You
trade your time and skills for a set salary.



Simple Check: Do you prefer safety (paycheck every month) or risk (chance
to make millions)? This is the first step in analyzing viability.

📘 Standard Guide

To analyze viability, you must weigh the benefits and drawbacks of each
path. A viable career choice matches your personal goals with economic
reality.

Advantages of Entrepreneurship:

Independence: Autonomy to make decisions and be your own boss.
Financial Potential: Unlimited profit potential compared to a capped
salary.
Flexibility: Ability to adapt quickly to market changes.
Job Creation: Contributes positively to the economy by reducing
unemployment.

Advantages of Formal Employment:

Security: Fixed, regular income (less financial uncertainty).
Benefits: Often includes medical aid, pension funds, and paid leave.
Structured Growth: Clear career path and promotion opportunities.
Reduced Stress: Generally lower financial risk than business
ownership.

Practice Question: Explain why a lack of business management skills might
make entrepreneurship a non-viable option for a recent graduate.

🎓 Advanced Exam Prep

Critical Analysis for Exams: When asked to analyze viability, do not simply list
pros and cons. You must evaluate the trade-offs in the context of the current
economic climate.

Advanced Concepts:

Opportunity Cost: Choosing employment means foregoing the potential
(but risky) profits of a business. Choosing entrepreneurship means foregoing



the immediate security and benefits of a corporate job.
The "Survivalist" Trap: In a tough economy (high unemployment), people
may start businesses out of necessity (survivalist entrepreneurship) rather
than opportunity. These businesses often have low viability due to lack of
capital and skills.
Risk vs. Reward: High viability requires that the potential reward significantly
outweighs the risk. In Grade 12 essays, discuss how market research and a
solid business plan improve the viability of entrepreneurship.

Exam Tip: Use the terms "Financial Risk," "Job Security," and "Standard of Living" to
elevate your answer.

⚡ Ultra-Cram Sheet

Entrepreneurship Employment

✅ High Rewards / Freedom ✅ Fixed Income / Security

❌ High Risk / Stress ❌ Limited Income / Routine

❌ Long Hours / No Benefits ❌ Lack of Autonomy

Viability Factors: Capital, Skills, Market Demand, Risk Tolerance.

5 Rapid Questions:

1. Who bears the financial risk in a business? (Entrepreneur)
2. What provides a guaranteed monthly income? (Employment)
3. Does an employee usually own the means of production? (No)
4. Name one non-financial benefit of employment. (Pension/Medical Aid)
5. Is entrepreneurship high or low risk? (High)

Outcome 2: Evaluate Entrepreneurial Traits



🌱 Beginner Guide

What makes a business owner? It’s not just about having money; it’s about
who you are. Successful entrepreneurs share specific personality traits and
skills.

Key Terms:

Trait: A part of your personality (e.g., being brave or confident).
Skill: Something you learn to do (e.g., cooking or accounting).

Basic Concept: Think of an entrepreneur as a captain of a ship. They need
to be brave (trait) and know how to read a map (skill). If they don't have
these, the ship might sink.

📘 Standard Guide

To succeed in Grade 12 Business Studies, you must distinguish between
innate Entrepreneurial Characteristics and learned Management Skills.

1. Entrepreneurial Characteristics (Traits):

Perseverance/Resilience: The ability to keep going despite failures or
rejection.
Risk-taking: Willingness to invest time/money into uncertain ventures
(calculated risk, not gambling).
Self-confidence: Belief in one's own abilities and decisions.



Initiative: Seeing an opportunity and acting on it without being told.
Creativity/Innovation: Looking at old problems in new ways.

2. Management Skills (Competencies):

Leadership: Motivating employees to work towards the business goal.
Problem-solving: Identifying problems and implementing solutions
quickly.
Strategic Planning: Setting long-term goals and mapping out how to
achieve them.

Practice Question: "Discuss how the characteristic of 'perseverance'
contributes to the success of a new business venture."

🎓 Advanced Exam Prep

Critical Evaluation: In exams, you are often asked to "critically discuss." This
means you must look for balance. Can a trait be a weakness?

Advanced Analysis Points:

The Double-Edged Sword of Confidence: While self-confidence is
vital, over-confidence (hubris) can lead to poor market analysis and
business failure.
Traits vs. Skills Debate: While traits are innate, they must be
supported by skills. A creative person who cannot manage cash flow
(skill) will fail. Competence = Traits + Skills + Knowledge.
Adaptability: In the modern economic environment, "Adaptability" is
often cited as more critical than "Perseverance." Persisting in a failing
business model is foolish; adapting is smart.

Exam Tip: When evaluating, link the trait to a business function. Example:
"Initiative links to the management function of Planning, as the
entrepreneur must foresee future opportunities."

⚡ Ultra-Cram Sheet



The "S.C.R.I.P" Acronym for Traits:

S - Self-confidence
C - Creativity/Innovation
R - Risk-taking
I - Initiative
P - Perseverance

Key Competencies (Skills): Leadership, Decision Making, Networking, Time
Management.

5 Rapid Questions:

1. Is risk-taking innate or learned? (Innate/Trait)
2. Which skill involves motivating staff? (Leadership)
3. What is the danger of over-confidence? (Business failure/Poor

decisions)
4. Does "Perseverance" mean giving up easily? (No)
5. Name the skill needed to handle business finances. (Financial

Management)

Outcome 3: Assess Business Planning



🌱 Beginner Guide

What is a Business Plan? Think of a business plan as a roadmap. Just as
you wouldn't drive across the country without a GPS, you shouldn't start a
business without a plan. It is a written document that describes exactly how
a business will run and make money.

The Two Main Parts:

Operational Feasibility: "Can we actually do this?" It covers where the
business is, the equipment needed, and the staff.
Financial Feasibility: "Can we afford this?" It covers the costs to start,
the expected sales, and the profit.

Basic Check: If a plan shows you will lose money every month, it is not
financially feasible.

📘 Standard Guide

A business plan serves two main purposes: Internal Guide (for
management to follow goals) and External Proposal (to convince
investors/banks to lend money).



Key Components Focusing on Feasibility:

General Management Plan: Ownership structure, mission, and vision.
Operational Plan (Location & Production):

Location: Is it near customers and suppliers? Is there access to
transport/power?
Production: Do you have the machinery and capacity to meet
demand?

Financial Plan:
Income Statement: Shows profit or loss over a period.
Cash Flow Statement: Shows actual cash coming in and going
out. Essential for survival.
Break-even Analysis: Calculating the point where total costs
equal total sales.

Practice Question: "Explain why an entrepreneur might include a Cash Flow
Projection in their business plan rather than just an Income Statement."

🎓 Advanced Exam Prep

Critical Distinction: Exams often ask about the difference between a
Feasibility Study and a Business Plan.

Feasibility Study: Conducted before starting. It answers: "Should we
do this?" It researches the market to see if the idea is viable.
Business Plan: Created during the start-up phase. It answers: "How
will we do this?" It details the execution of the idea.

Analyzing Feasibility:

Financial Viability vs. Feasibility: A business is feasible if the
numbers add up on paper. It is viable if it survives in the long run. A
plan must prove liquidity (ability to pay short-term debts).
The "Red Flag" in Operations: If the operational plan relies on a
single supplier without a backup contract, the feasibility is weak due to
supply chain risk.

Exam Tip: When asked to assess financial viability, look at the Break-even
Point. If it requires selling more units than the market size allows, the



business is not viable.

⚡ Ultra-Cram Sheet

Purpose of Business Plan: Obtain funding, guide operations, measure
progress.

Feasibility Checklist:

Operational: Location, Suppliers, Equipment, Staff skills.
Financial: Capital availability, Cash flow positive?, Profit margin.

Order of Sections: Executive Summary (written LAST), General
Management, Marketing, Financial.

5 Rapid Questions:

1. Which section is written last? (Executive Summary)
2. Does an Income Statement show cash or profit? (Profit)
3. What does "Liquidity" mean? (Ability to pay debts)
4. What is the formula for Break-even? (Fixed Costs / Contribution

Margin)
5. Is a Feasibility Study done before or after the Business Plan? (Before)

Outcome 4: Apply Management Functions



🌱 Beginner Guide

The Big 4 of Management: To run a business successfully, an entrepreneur
must perform four basic tasks. We call this the POLC framework.

Key Terms:

Planning: Deciding what to do and setting goals. (The "Map")
Organizing: Gathering resources and people to do the work. (The
"Supplies")
Leading: Motivating the team to work hard. (The "Coach")
Controlling: Checking if results match the plan. (The "Scoreboard")

Basic Concept: You can't lead (motivate) if you haven't organized (hired)
anyone, and you can't control (check) if you never planned (set a goal) in
the first place. They work in a cycle.

📘 Standard Guide

Applying these functions to a new business venture ensures the idea
becomes a reality. In a startup, the entrepreneur usually performs all these
tasks initially.



1. Planning: Involves strategic thinking. The entrepreneur draws up a
Business Plan, sets SMART goals (Specific, Measurable, Achievable, Realistic,
Time-bound), and forecasts budgets.

2. Organizing: Involves structuring the business. This includes identifying
tasks, grouping them into departments (e.g., Marketing, Finance), delegating
authority to employees, and allocating resources like equipment and capital.

3. Leading: Involves human resources. The entrepreneur must communicate
a clear vision, resolve conflicts, and motivate staff to achieve the business
goals. This builds a positive business culture.

4. Controlling: Involves performance management. The entrepreneur
compares actual results (e.g., actual sales) against planned results (budgeted
sales). If there is a deviation, they take corrective action.

Practice Question: "Recommend how a new business owner can use the
'Leading' function to improve productivity in their startup."

🎓 Advanced Exam Prep

Interrelatedness of Functions: A common Grade 12 essay topic requires
explaining that these functions are not separate steps but a continuous
cycle.

Planning and Controlling: These are Siamese twins. Planning sets the
standards, and controlling measures them. Without planning,
controlling has no benchmark. Without controlling, you don't know if
your planning was effective.
Leading in a Startup vs. Corporate: In a new venture, leading is often
"transformational"—inspiring employees with passion. As the business
grows, it might shift to "transactional" leadership
(rewards/punishments). Exams often ask for specific leadership styles
suited to a new venture.

Advanced Scenario: If a business is failing financially (Control issue), the
manager must analyze if the failure was due to poor budgeting (Planning),
insufficient staff (Organizing), or low morale (Leading). Diagnosis is key.



Exam Tip: Use action verbs in your explanations: "Formulates strategies"
(Planning), "Delegates authority" (Organizing), "Inspires commitment"
(Leading), "Rectifies deviations" (Controlling).

⚡ Ultra-Cram Sheet

The POLC Acronym:

Planning: Strategy, Goals, Budgets.
Organizing: Structure, Resources, Staffing.
Leading: Motivation, Communication, Culture.
Controlling: Monitoring, Standards, Correcting.

Sequence: Plan -> Organize -> Lead -> Control -> (Back to Plan).

5 Rapid Questions:

1. Which function sets the standards for performance? (Planning)
2. Does Organizing involve motivation? (No, that's Leading)
3. What is the "correction of errors" part of? (Controlling)
4. Who is usually responsible for all functions in a startup? (The

Entrepreneur)
5. Name the outcome of good Leading. (Motivated staff/High

productivity)

Outcome 5: Analyze Business Sectors



🌱 Beginner Guide

The Chain of Production: Imagine making a wooden table. The business
world is divided into three main groups based on where they fit in making
this table.

The Three Sectors:

Primary Sector: Getting the raw materials. (e.g., Cutting down the
tree to get wood).
Secondary Sector: Making the product. (e.g., A factory turning the
wood into a table).
Tertiary Sector: Selling or helping. (e.g., A furniture store selling the
table or a delivery truck bringing it to your house).

Basic Concept: These sectors are like links in a chain. The Primary sector
feeds the Secondary sector, and the Tertiary sector brings the finished
product to you.

📘 Standard Guide

An economy is divided into three sectors based on the type of activity
performed. Understanding these helps identify where a business fits and
how it contributes to the economy.

1. Primary Sector:



Definition: Involves the extraction and harvesting of raw materials
directly from the earth.
Examples: Agriculture (farming), Mining, Fishing, Forestry.
Contribution: Provides food and essential raw materials for other
industries.

2. Secondary Sector:

Definition: Involves processing raw materials from the primary sector
into finished or semi-finished goods (Manufacturing and
Construction).
Examples: Car manufacturing, Textile factories, Building houses.
Contribution: Adds value to raw materials and creates employment
through industrialization.

3. Tertiary Sector:

Definition: Provides services to consumers and businesses rather than
goods. It supports the production and distribution process.
Examples: Retail, Banking, Insurance, Tourism, Transport.
Contribution: Often the largest contributor to GDP in developed
economies; facilitates trade.

Practice Question: "Explain the concept of interdependence using the
example of a wheat farmer, a flour mill, and a supermarket."

🎓 Advanced Exam Prep

Economic Analysis & Interdependence: No sector operates in isolation.
This "interdependence" means the success or failure of one sector directly
impacts the others.

The Multiplier Effect: Growth in the Primary sector (e.g., a mining
boom) leads to increased demand for Secondary services (machinery)
and Tertiary services (banking for miners).
Structural Changes in the Economy: As a country develops, there is a
shift in employment from Primary to Secondary, and finally to Tertiary.
A country stuck in the Primary sector is often considered "developing"
or reliant on exports.



Importance to GDP: In South Africa, the Tertiary sector contributes
the largest percentage to GDP (over 60%), followed by Secondary and
then Primary. However, the Primary sector remains crucial for export
earnings (foreign exchange).

Exam Tip: When asked to discuss the Tertiary Sector, do not just list shops.
Mention "Intermediate Services" (like logistics and advertising) which help
the Primary and Secondary sectors function.

⚡ Ultra-Cram Sheet

Sector Key Word Examples

Primary Extraction Farming, Mining

Secondary Manufacturing Factories, Building

Tertiary Services Banks, Shops, Hairdressers

Interdependence: Primary provides raw materials -> Secondary processes
them -> Tertiary sells/distributes them.

5 Rapid Questions:

1. Which sector deals with raw material extraction? (Primary)
2. Is a construction company Primary or Secondary? (Secondary)
3. What is the main product of the Tertiary sector? (Services)
4. Which sector is usually the largest in developed economies? (Tertiary)
5. What term describes how sectors rely on each other?

(Interdependence)

Outcome 6: Evaluate Economic Environments



🌱 Beginner Guide

The "Weather" of Business: Just as a farmer watches the weather, a
business owner must watch the Macro-Economic Environment. These are
big, outside forces that a single business cannot control, but they affect how
much money the business can make.

The Three Big Challenges:

Inflation: When prices go up. Your money buys less than it used to.
Interest Rates: The price of borrowing money. High rates mean loans
are expensive.
Exchange Rates: The value of your money compared to money from
other countries (e.g., Rand vs. Dollar).

Basic Concept: If the "economic weather" is bad (high inflation, high rates),
businesses struggle to grow. If it's good, they thrive.

📘 Standard Guide

Businesses must constantly adapt to changes in the macro-economic
environment. Here is how specific factors impact performance:

1. Inflation:

Impact on Costs: The price of raw materials and rent increases,
squeezing profit margins.



Impact on Consumers: People have less "disposable income" (money
left over after bills), so they buy less luxury items.
Business Response: May need to raise prices (risking fewer sales) or
find cheaper suppliers.

2. Interest Rates: Set by the Central Bank.

High Rates: Expensive to borrow money for expansion. Consumers
with bonds (home loans) and car debt have less money to spend.
Result: Slow economic growth.
Low Rates: Cheaper to borrow. Businesses invest in new machines;
consumers spend more. Result: Economic growth.

3. Exchange Rates:

Weak Currency (e.g., 20 Rands/$): Good for exporters (their goods
become cheaper for foreigners). Bad for importers (it costs more to
buy foreign stock/equipment).
Strong Currency (e.g., 10 Rands/$): Good for importers (cheap
stock). Bad for exporters (goods are expensive for foreigners).

Practice Question: "Explain how a rising interest rate can lead to lower
sales for a furniture business."

🎓 Advanced Exam Prep

Complex Interrelationships: In exams, you must show how these factors
influence each other.

The Inflation-Interest Link: High inflation usually forces the Central
Bank to raise interest rates to cool down spending. This creates a
"double whammy" for businesses: costs are rising (inflation) AND
customers are stopping spending due to high debt costs (interest
rates).
Import parity pricing: If the exchange rate weakens, local producers
of goods that compete with imports can often raise their prices
because the imported alternative is now more expensive.

Strategic Responses:



Hedging: Businesses use financial contracts to "lock in" a specific
exchange rate to protect against currency fluctuations.
Debt Management: In a high-interest environment, businesses focus
on paying off debt rather than expanding.

Exam Tip: When asked to evaluate the environment, always consider the
type of business. A tourism business loves a weak currency (foreign tourists
find it cheap). A tech store hates a weak currency (computers are imported).

⚡ Ultra-Cram Sheet

Factor Rising/High Impact

Inflation Costs up, Purchasing Power down, Uncertainty.

Interest Rates
Loans expensive, Investment down, Consumer
spending drops.

Exchange Rates
(Weak)

Exports up (Competitive), Imports up
(Expensive/Inflationary).

Key Concept: The Central Bank raises rates to fight Inflation.

5 Rapid Questions:

1. Does high inflation increase or decrease buying power? (Decrease)
2. Who controls interest rates? (The Central Bank)
3. Is a weak currency good for exporters? (Yes)
4. What happens to sales when interest rates rise? (They decrease)
5. What do we call it when a business protects itself against currency

risk? (Hedging)

Outcome 7: Address Socio-Economic Issues



🌱 Beginner Guide

What are Socio-Economic Issues? These are big problems that affect
people's lives and money. The main ones are Poverty (being very poor),
Unemployment (not having a job), and Inequality (the gap between rich
and poor).

How do they hurt business?

If people are unemployed or poor, they have no money to buy things.
(Low Sales).
Desperate people might steal from the business. (Crime).
People might get sick because they can't afford doctors.
(Absenteeism).

Basic Concept: A business needs healthy customers with money to survive.
If the community suffers, the business eventually suffers too.

📘 Standard Guide

Businesses do not operate in a vacuum. Socio-economic issues like poverty,
unemployment, and HIV/AIDS pose significant risks but also create
opportunities for businesses to make a difference.

Impacts on Business:



Reduced Demand: High unemployment leads to low disposable
income, meaning customers buy less. This forces businesses to lower
prices or shrink.
Crime and Corruption: High poverty rates often correlate with higher
crime, leading to increased security costs and insurance premiums for
businesses.
Labor Productivity: Issues like poor nutrition or lack of transport (due
to poverty) can lead to absenteeism and low morale among staff.

Management Strategies to Mitigate Challenges:

Skills Development (Training): Hire unskilled workers and train them.
This fights unemployment and ensures a loyal workforce.
Corporate Social Investment (CSI): Spend a portion of profits on
community projects (e.g., building schools, feeding schemes) to
improve the community's standard of living.
Supporting Small Businesses: Buy supplies from local small
businesses rather than big foreign corporations to help grow the local
economy.

Practice Question: "Explain how a high unemployment rate in a community
can negatively affect a local retail store."

🎓 Advanced Exam Prep

Strategic Analysis: In Grade 12, you must move beyond "helping people"
to "strategic sustainability." Addressing these issues is part of the Triple
Bottom Line (Profit, People, Planet).

Advanced Scenarios & Solutions:

The "Bottom of the Pyramid" Strategy: Instead of ignoring the
poor, businesses adapt products to be affordable for low-income
markets (e.g., smaller portion sizes). This turns a socio-economic
challenge into a market opportunity.
HIV/AIDS as a Business Risk: This is not just a health issue; it is an
economic one. It increases costs (medical aid, funeral benefits) and
decreases productivity (sick leave). Mitigation: Wellness programs,
anti-retroviral support, and education campaigns.



Government Partnerships (PPP): Businesses often partner with the
government for Public-Private Partnerships to build infrastructure
(like roads or electricity), which solves community issues that hinder
the business's logistics.

Exam Tip: When asked for strategies, distinguish between Philanthropy
(giving money away, e.g., donating food) and Socio-Economic
Development (creating sustainable change, e.g., teaching people to farm).
Exams favor sustainable solutions.

⚡ Ultra-Cram Sheet

Major Issues: Poverty, Unemployment, Inequality, HIV/AIDS, Lack of Skills.

Business Impacts: Low demand, high crime, low productivity, high costs.

Mitigation Strategies:

CSI: Corporate Social Investment (Community projects).
Skills Training: Learnerships, internships.
Enterprise Development: Mentoring small suppliers.
Wellness Programs: Health education for staff.

5 Rapid Questions:

1. Does unemployment increase or decrease the crime rate? (Increase)
2. What does CSI stand for? (Corporate Social Investment)
3. What strategy helps the business by buying from local small suppliers?

(Enterprise Development)
4. Which socio-economic issue directly lowers life expectancy and

productivity? (HIV/AIDS)
5. Selling cheap products to low-income markets is called what strategy?

(Bottom of the Pyramid)


