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INTRODUCTION
Welcome to the learning programme

Follow along in the guide as the training practitioner takes you through the material. Make notes and sketches that will help you to understand and remember what you have learnt. Take notes and share information with your colleagues. Important and relevant information and skills are transferred by sharing!

This learning programme is divided into sections. Each section is preceded by a description of the required outcomes and assessment criteria as contained in the unit standards specified by the South African Qualifications Authority. These descriptions will define what you have to know and be able to do in order to be awarded the credits attached to this learning programme. These credits are regarded as building blocks towards achieving a National Qualification upon successful assessment and can never be taken away from you!
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Programme methodology

The programme methodology includes facilitator presentations, readings, individual activities, group discussions and skill application exercises.

Know what you want to get out of the programme from the beginning and start applying your new skills immediately.  Participate as much as possible so that the learning will be interactive and stimulating.

The following principles were applied in designing the course:

· Because the course is designed to maximise interactive learning, you are encouraged and required to participate fully during the group exercises

· As a learner you  will be presented with numerous problems and will be required to fully apply your mind to finding solutions to problems before being presented with the course presenter’s solutions to the problems

· Through participation and interaction the learners can learn as much from each other as they do from the course presenter

· Although learners attending the course may have varied degrees of experience in the subject matter, the course is designed to ensure that all delegates complete the course with the same level of understanding

· Because reflection forms an important component of adult learning, some learning resources will be followed by a self-assessment which is designed so that the learner will reflect on the material just completed.

This approach to course construction will ensure that learners first apply their minds to finding solutions to problems before the answers are provided, which will then maximise the learning process which is further strengthened by reflecting on the material covered by means of the self-assessments.

Different role players in delivery process

· Learner

· Facilitator

· Assessor

· Moderator

What Learning Material you should have

This learning material has also been designed to provide the learner with a comprehensive reference guide.

It is important that you take responsibility for your own learning process; this includes taking care of your learner material.  You should at all times have the following material with you:

	[image: image8.png]


Learner Guide
	This learner guide is your valuable possession:
This is your textbook and reference material, which provides you with all the information you will require to meet the exit level outcomes. 

During contact sessions, your facilitator will use this guide and will facilitate the learning process. During contact sessions a variety of activities will assist you to gain knowledge and skills. 

Follow along in the guide as the training practitioner takes you through the material. Make notes and sketches that will help you to understand and remember what you have learnt. Take and share information with your colleagues. Important and relevant information and skills are transferred by sharing!

This learning programme is divided into sections. Each section is preceded by a description of the required outcomes and assessment criteria as contained in the unit standards specified by the South African Qualifications Authority. These descriptions will define what you have to know and be able to do in order to be awarded the credits attached to this learning programme. These credits are regarded as building blocks towards achieving a National Qualification upon successful assessment and can never be taken away from you!
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Formative Assessment Workbook

	The Formative Assessment Workbook supports the Learner Guide and assists you in applying what you have learnt. 
The formative assessment workbook contains classroom activities that you have to complete in the classroom, during contact sessions either in groups or individually.

You are required to complete all activities in the Formative Assessment Workbook. 

The facilitator will assist, lead and coach you through the process.

These activities ensure that you understand the content of the material and that you get an opportunity to test your understanding. 


Different types of activities you can expect

To accommodate your learning preferences, a variety of different types of activities are included in the formative and summative assessments. They will assist you to achieve the outcomes (correct results) and should guide you through the learning process, making learning a positive and pleasant experience.
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The table below provides you with more information related to the types of activities. 

	Types of Activities
	Description
	Purpose

	Knowledge Activities
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	You are required to complete these activities on your own. 


	These activities normally test your understanding and ability to apply the information.

	Skills Application Activities
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	You need to complete these activities in the workplace 


	These activities require you to apply the knowledge  and skills  gained in the workplace
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Natural Occurring Evidence


	You need to collect information and samples of documents from the workplace.
	These activities ensure you get the opportunity to learn from experts in the industry.

Collecting examples demonstrates how to implement knowledge and skills in a practical way


Learner Administration 
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Attendance Register

You are required to sign the Attendance Register every day you attend training sessions facilitated by a facilitator. 

Programme Evaluation Form 

On completion you will be supplied with a “Learning programme Evaluation Form”. You are required to evaluate your experience in attending the programme.

Please complete the form at the end of the programme, as this will assist us in improving our service and programme material.  Your assistance is highly appreciated.

Assessments

The only way to establish whether a learner is competent and has accomplished the specific outcomes is through the assessment process.  Assessment involves collecting and interpreting evidence about the learners’ ability to perform a task.

[image: image14.wmf]To qualify and receive credits towards your qualification, a registered Assessor will conduct an evaluation and assessment of your portfolio of evidence and competency.

This programme has been aligned to registered unit standards.  You will be assessed against the outcomes as stipulated in the unit standard by completing assessments and by compiling a portfolio of evidence that provides proof of your ability to apply the learning to your work situation.

How will Assessments commence?

Formative Assessments 

The assessment process is easy to follow. You will be guided by the Facilitator. Your responsibility is to complete all the activities in the Formative Assessment Workbook and submit it to your facilitator. 

Summative Assessments 

You will be required to complete a series of summative assessments. The Summative Assessment Guide will assist you in identifying the evidence required for final assessment purposes. You will be required to complete these activities on your own time, using real life projects in your workplace or business environment in preparing evidence for your Portfolio of Evidence. Your Facilitator will provide more details in this regard.

To qualify and receive credits towards your qualification, a registered Assessor will conduct an evaluation and assessment of your portfolio of evidence and competency.

Learner Support

The responsibility of learning rests with you, so be proactive and ask questions and seek assistance and help from your facilitator, if required.

Please remember that this Skills Programme is based on outcomes based education principles which implies the following:

· You are responsible for your own learning – make sure you manage your study, research and workplace time effectively. 

· Learning activities are learner driven – make sure you use the Learner Guide and Formative Assessment Workbook in the manner intended, and are familiar with the workplace requirements.  

· The Facilitator is there to reasonably assist you during contact, practical and workplace time for this programme – make sure that you have his/her contact details.

· You are responsible for the safekeeping of your completed Formative Assessment Workbook and Workplace Guide 

· If you need assistance please contact your facilitator who will gladly assist you.

· If you have any special needs please inform the facilitator 

Learner Expectations 

Please prepare the following information. You will then be asked to introduce yourself to the instructor as well as your fellow learners
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	Your name: 

	

	

	The organisation you represent: 

	

	

	Your position in organisation: 

	

	

	What do you hope to achieve by attending this course / what are your course expectations?

	

	

	

	

	


UNIT STANDARD 14357

Unit Standard Title 

Demonstrate an understanding of a selected business environment
NQF Level

4

Credits
10

Purpose 

This unit standard provides a broad introduction to the business environment. It is the starting point for a learner in a selected sector. The focus is knowledge, skills, values and attitudes in relation to the learner’s own context and experience of the world of work. The qualifying learner is capable of: 

· Understanding the basic concepts of a selected business environment 

· Explaining the market position of a selected organisation in relation to the industry.

Learning assumed to be in place

· Learners should be competent in communication and mathematical literacy at NQF level 3

Unit standard range

· The sectors listed in the SETA scoping documents as defined by the Department of Labour constitute the sub-sectors for each industry or business sector identified

Specific Outcomes and Assessment Criteria

Specific Outcome 1: Explain the structure and roles of different types of organisations within their own industry in SA

Assessment Criteria

· The various types of organisation are named and explained using the terminology accepted within their own industry

· The roles of the different types of organisation are explained in the context of the business environment.

· Business activities common to all organisations within the sector are identified and listed from readily available information

· Two examples of companies in each business sub-sector are identified from advertisements in the media

· Four of the main players in the field are identified and the kind of products or services offered by each are listed and categorised according to purpose

Specific Outcome 2: Demonstrate an understanding of the concept of a market as applied to a selected business sector 

Assessment Criteria

· The principles of trade that define markets are identified at a basic level of understanding 

· The basic principles for the marketing of products are differentiated from the basic principles for the marketing of services 

· The role of a selected business sector in the national economy is explained in the context of the business environment 

· The value chain describing the way business is conducted in the sector is explained, illustrating with examples 

Specific Outcome 3: Identify and describe the role of professional bodies in a selected business sector

Assessment Criteria

· The reasons for the existence of professional bodies, associations and regulatory authorities within or affecting this sector are explained in the context of the roles that they play

· Three professional bodies, associations or regulatory authorities are identified for each of the sub-sectors

· The benefits of belonging to a selected professional body, association or regulatory authority within the sector are outlined from the perspective of both the organization and the individual

· Information about two of the professional bodies, associations or regulatory authorities is accessed from its website or an industry publication

Specific Outcome 4: Discuss the market position of a selected organization in the relevant sub-sector 

Assessment Criteria

· A list of 10 of the products and / or services marketed by a selected organization is tabulated and compared with equivalent products and / or services of competitor organizations

· A description of the organisation’s current competitive position is given, based on available audited data

· The strengths and weaknesses of the organization are compared with those of its two major competitors

· The opportunities and threats facing the organization are explained with reference to the external environment

Unit Standard Essential Embedded Knowledge

Learners can explain the structure and roles of the different types of organisation in this sector in South Africa, including their main business activities, using the terminology accepted within this sector. They are able to name organisations operating within this environment. 

Learners can differentiate the marketing of products from the marketing of services and can see how to apply the principles in their own organisation. They understand the role of one’s own business sector in the national economy. 

Learners are able to motivate the existence and role of professional bodies, associations or regulatory authorities in the context of the sector and are able to locate relevant information from the Internet. They are able to identify at least four professional bodies, associations or regulatory authorities from each sub-sector, listed in the range statement.

Learners understand how to identify organisational strengths, weaknesses, opportunities and threats and are able to relate these facts to the current market position of their organisation. They are able to identify at least 10 of their own and competitive equivalent products and / or service offerings

Critical Cross-field Outcomes (CCFO)

Unit Standard CCFO Collecting: The learner is able to collect, analyse, organise and critically evaluate information when identifying common business activities, when differentiating the marketing of products and services, when describing the roles of the professional bodies, associations or regulatory authorities and when evaluating their organisation’s competitive position in the marketplace
Unit Standard CCFO Communicating: The learner is able to communicate effectively using visual, mathematical and / or language skills in the modes of oral and / or written persuasion when explaining the structure and roles of the sub-sectors in one’s own business sector, describing the roles of the different professional bodies, associations or regulatory authorities, and discussing their own organisation’s competitive market position
Unit Standard CCFO Science: The learner is able to use science and technology effectively and critically when searching the Internet for information on the professional bodies, associations or regulatory authorities and when accessing audited data for market analysis

Unit Standard CCFO Demonstrating: The learner is able to demonstrate an understanding of the world as a set of interrelated systems by recognizing that problem-solving contexts do not exist in isolation, when identifying the reasons for the existence of professional bodies, associations and regulatory authorities within or affecting this sector and when relating the reasons that these organisations or bodies exist.

ORGANISATIONS AND MARKETS

Outcomes

· Explain the structure and roles of different types of organisations within their own industry in SA.

· Demonstrate an understanding of the concept of a market as applied to a selected business sector

Assessment criteria

On completion of this section you will be able to:

· Name and explain the various types of organisation, using the terminology accepted within their own industry.

· Explain the roles of the different types of organisation in the context of the business environment

· Identify and list business activities common to all organisations within the sector from readily available information.

· Identify two examples of companies in each business sub-sector from advertisements in the media

· Identify four of the main players in the field, and list and categorise the kind of products or services offered by each according to purpose.

· Identify, at a basic level of understanding, the principles of trade that define markets.

· Explain the role of a selected business sector in the national economy, in the context of the business environment.

· Describe the way business is conducted in the value chain, illustrating with examples.

Organisation Types

Businesses are grouped according to their industry. 
An industry is a group of businesses, companies or organisations that do the same kind of work or produce the same kind of products.  

For example, mining, forestry, manufacturing, retail (including Spazas), home industries, service industries, and so on.

Examples

· Pick N Pay, Checkers, Shoprite, Spar all form part of the same industry, which is retail.

· BMW, Volkswagen, Nissan also all form part of the same industry, which is manufacturing

· Greyhound, City to City, Translux all form part of the transport industry, together with Natrofreight and other freight hauling and transport companies.

· Hotels, guest houses and gambling houses all form part of the tourism and hospitality industry. 

Industrial Classification

The Standard Industrial Classification divides businesses and organisations into the following industries: 

· Agriculture

· [image: image16.wmf]Mining and Quarrying

· Manufacturing

· Electricity, Gas and Water

· Construction

· Retail and Motor Trade and Repair Services

· [image: image17.wmf]Wholesale Trade, Commercial Agents and Allied Services

· Catering, Accommodation and other Trade

· Transport, Storage and Communications

· Finance and Business Services

· Community, Social and Personal Services

Exercise 1 SO1, AC1: group discussion business sectors

Sectors Of Business

When we have determined what type of business we are dealing with, we can classify them further according to their activities:
· Primary sector:  This sector is involved in exploiting natural resources in their raw and unprocessed form.  This would be the dairy farmer, who is classified as agriculture according to the type of organisation..

· Secondary sector:  This sector is involved in processing and converting these exploited natural resources into a final product.  This would be Dairy Belle, who buys the milk from the farmer, processes and packages it and delivers it to the retailer.  We classify them as wholesalers.

· Tertiary sector:  This sector is responsible for conveying the final products from the manufacturer to the consumer.  This would be the supermarket, the spaza shop, wherever you buy your milk. We classify them as retail trade.

Summary

Let’s summarise all the above:

· BMW is classified as a manufacturer according to the Standard Industrial Classification because they manufacture vehicles; and they form part of the secondary business sector, since they use raw materials such as steel, cloth and leather, and convert it into a finished product.  This product is then sent to their agents for selling purposes.  

· These agents are part of the tertiary business sector and they are classified as Retail and Motor trade and repair services according to the Standard Industrial Classification.  They form part of the retail industry.

· BMW will get the “raw” steel from ISCOR, which is classified under mining and quarrying and will form part of the mining industry, since steel is mined. 

Definitions

A couple of explanations to help you distinguish between types of businesses:

Services

A service business is any business which sells a service to customers.  These types of businesses usually generate income in the form of a percentage or a fee.  Examples of service providers: 

	Taxis
	Buses

	Trains
	Training companies

	Hair dressers
	Banks

	Bookkeepers and auditors
	Attorneys


Manufacturers

A manufacturer processes raw materials into finished products, ready for resale or distribution to wholesalers or direct to retailers.  Examples include:

· Furniture manufacturers

· Clothing manufacturers

· Car manufacturers
Wholesalers:

Wholesalers are the intermediary companies that act between manufacturers and retailers or industrial users by assembling, storing and distributing products.  Examples are Makro, Trade Centre.  When you buy from a wholesaler, you have to buy in bulk.  You are not usually able to buy only one or two items of a product.

Retailers

Retailers usually break bulk products into saleable portions.  Examples are:
· supermarkets, 

· butchers, 

· cell phone shops, 

· spazas, 

· convenience stores

Business Activities 

The business activities of any organisation are the things they do in order to generate money and make a profit.  It can also be said that the business activities of a business or an organisation is the reason they exist.

· The business activities of an iron ore mine are extracting the iron ore from the earth producing iron and steel and then selling these as raw products.

· The business activity of BMW is to manufacture cars.  The cars are then delivered to their agents, who are geographically closer to the consumer.

· Pick n Pay’s business activities is buying products, mainly groceries, wholesale or directly from the manufacturer and selling them to the consumer.

This brings us to another concept: core business activities – the reason for the existence of the business.  According to the Pareto Principle, in every business, 20% of the products or services result in 80% of the turnover, while the remaining 80% of products or services result in 20% of the turnover.  The core business activities of any business is therefore the 20% that results in 80% of the turnover.

The core business activities of Pick N Pay are buying and selling groceries, while the core business activities of a gold mine is to mine gold.

Value Chain

A value chain is a chain of activities. Products pass through all activities of the chain in order and at each activity the product gains some value. The chain of activities gives the products more added value than the sum of added values of all activities.
From the above examples we can see that there is an entire chain of business activities from the iron ore mine to where the car is delivered to the car dealer, who sells the car to the consumer.

Let us look at milk for the next example:

[image: image18.wmf]
Dairy Farmer
the dairy farmer produces the milk, is classified under agriculture and forms part of the primary sector of business.  The business activity of the dairy farmer is producing milk.  The farmer then takes the milk to Dairy Belle. 

[image: image19.wmf]Dairy Belle
Dairy Belle buys the milk from the farmer, checks it for content and cleanliness, checks for bacteria and so on in the milk, packages the milk and then sends it to Pick N Pay and other retailers.  The business activity of Dairy Belle is the processing and packaging of milk and other related products. They are classified as wholesalers and form part of the secondary sector of business.


Pick N Pay
Pick N Pay purchases the milk from Dairy Belle and pack it in the fridges for the consumer to buy.  They are classified as retailers and form part of the tertiary sector of business.  The business activity of Pick N Pay is the buying of products wholesale and selling them to the consumer at retail prices.

Consumer
You, the consumer, buy the milk at a location close to you.  Your business activity is your job, where you earn the money to buy the milk.

Of course, there is one more role player in this chain of business that we have not mentioned at all: the transport company who transports the milk from the farmer (where the farmer does not do his own transport) to the wholesaler, and from the wholesaler to the retailer.

In this chain of business activities, everyone, except the transport company delivers products.  The transport company, of course, provides a service.

The whole purpose of this chain of business activities is, of course, to bring the milk from the farm to you, the consumer, at a location close to you and in a packaging that is convenient to you.

Identifying Business Activities

Exercise 2 SO1, AC1-5: individual activity business sectors

MARKETS

Outcome

Demonstrate an understanding of the concept of a market as applied to a selected business sector
Assessment criteria

On completion of this section you will be able to:

· Differentiate the basic principles for the marketing of products from the basic principles of the marketing of services.

The Business Market

The market is the place where buyer and seller come together.  The seller has something to offer which the buyer wants.  This could be a product or service.

The purpose of offering a product or service is to satisfy a consumer’s needs and wants:  I want a new cell phone, I want a new pair of shoes, I want potatoes to make soup, etc.  

A business (the seller) does something the customer cannot or will not do.  For example, carving out wood or packing a product in smaller quantities, baking a cake, cooking food, fixing a car, cutting hair, making a dress, making beer out of sorghum, and so on.

The Main Components Of The Business Market

· The market, where the buyer and seller come together, 

· The price of the product or service and 

· Advertising: the method by which the seller advises the buyer of the product, why the buyer should choose this product, and the price of the product.  Advertising forms part of the marketing of a product.
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The Price Of The Product Will Be Determined By:

· Supply: the number / amount of goods and services which sellers are prepared to sell at a given price. 

· Demand: The number / amount of goods and services that buyers are prepared to buy at a given price.  Demand is when many people need or want the same thing.  When we barter or buy something, we are encouraging other people to make more of it so that they can exchange it or sell it to us.

· Competition: the price at which competitors are offering the same or similar products

We have all noticed that the price of vegetables can vary drastically from month to month.  When there is too much potatoes on the market, the price comes down in order to encourage the buyers to buy more potatoes, so that the seller can get rid of his stock of potatoes.  When there is a shortage of potatoes, the price goes up because the seller cannot supply to all the buyers. 

How much of a product the buyer (consumer) buys depends on the price, but also on:

· The season:  a seller will have difficulty selling warm soup on a very hot summer’s day; the buyers would rather buy cold drinks.  In winter, customers (buyers) buy less cold drinks, they would prefer soup

· Consumer behaviour can also change: take fashion trends, styles and designs as an example.  Think about fashion relating to clothes, cell phones, cars and even furniture.

Market Environment

The market environment refers to all the controllable variables (things that can change) and factors outside the business that have a positive or negative influence on the business.  

These are the customers at whom a business aims their marketing efforts, and to whom they want to sell their products/services.

Think about cold drinks in winter and soup in summer.  It would be silly for a seller (business) to make thousands of litres of soup to sell on a hot summer’s day.  Then think about the clothing stores who sell cooler clothes in summer and warmer clothes in winter.

Of course, your competitors are also part of the market environment.  You cannot really control what your competitors do, so they form part of the factors outside the business.  Your competitors can have a negative or positive influence on your organisation.

Target Market

The target market is the total market potential (total number of buyers who will be interested in the product) less the market share of competitors (the buyers who will buy from competitors).  If we take clothes as an example, the mother usually buys the clothes for herself and the children.  Any marketing and advertising that is done for children’s clothes is therefore aimed at the mother.  When you next see an advertisement for children’s clothes, look at it from a mother’s point of view and you will see that it is aimed at the target market.

Marketing of upmarket cell phones are usually aimed at young professional people, who (hopefully) have the funds to buy it and who can be convinced that they should buy it.  Older people are not normally influenced by this type of marketing, but older people would not necessarily want an upmarket cell phone with lots of features that they do not want to use.

Primary And Secondary Business Objectives

The primary objective of most businesses is profit seeking over a long period and all the activities of the business are directed towards achieving this objective.  If a business does not make profit, it will cease to exist.

Secondary objectives could include:

· Consistent provision of good quality products and good services to the customer.

· Creating favourable working conditions for the employees in the business.

· Maintaining good relationships with suppliers.

Competitors 

are any people or other businesses that want to do business with our customers for the same reasons as we do.  They provide similar products and/or services to meet the needs of our external customers that we have identified.  Examples:

· Super- and Hypermarkets:  Pick ‘n Pay, Shoprite-Checkers, SPAR

· Petrol companies:  Shell, Engen, Caltex

· Mining: JCI, Anglo American

· Building: Murray & Roberts, Grinaker Construction

· Food brands: No name brands, Heinz, Maggi, Royco

· Beverage brands:  Coke and Pepsi

Exercise 3 SO2, AC1: group discussion the market

What Is Marketing?

It has been defined as the performance of business activities that direct the flow of goods and services from producer to consumer.  The consumer is, of course, the customer or user of the product.

Marketing includes all the activities done by the business for the customer to be able to have the right goods or services at the price at a convenient place or time.

Marketing is the job of everyone in the organisation, since marketing is about meeting the needs of the customer.

Marketing is also the link between the business and the customer.

The Marketing Mix

Before you can start marketing your product or service, you need the following:

Know who your target market is

· A product

· That has the right price

· Know how you are going to get the product to the customer.  This is called distribution of the product.

Now you can start working out how you are going to promote your product.

This is called the marketing mix: product, price, promotion and distribution.

Purpose Of Marketing

The purpose of marketing your product or service is to:

· Inform your customers about the product or service.  You tell consumers that the product exists, what it does, where it can be obtained.

· Persuade: why should customers use your product or service and not that of a competitor?  You have to convince customers to buy your product or try your service.  A garage that specialises in servicing BMW’s would tell prospective  customers that the owners have been trained in BMS maintenance and have worked on BMW’s for over twenty years.

· Remind: to increase the loyalty of customers who have dealt with you before, to encourage them to use your business again. A butcher might remind its customers that it has won the prize for the best boerewors in town.

Steps In The Marketing Process

· Identify the target market

· Develop a the marketing mix: product, price, promotion, distribution

· Offer the product mix to the target market

· The target market either rejects the offering, or accepts it and sacrifices money 

Methods Of Marketing

There are various methods available 

Advertising 

is the impersonal presentation of a business idea through mass media.

· In newspapers and magazines

· On radio or tv

· By means of flyers

· By means of outdoor advertisements

Sales promotion 

includes all promotional techniques that are neither personal selling nor advertising

· by means of handing out samples of the products, 

· offering customers free gifts if they buy from you, 

· discount prices where they can get the product cheaper for a specified time period, 

· rebates where they get some money back by means of filling in a form, coupons which allow customers to save money or get a free item

· sponsorship of special events

· special sales

· contests and games

Publicity 

is information about a business, its products or services that appears as a news item.  It can take the form of

A press release

Sponsorships

An editorial (write up) in a newspaper or magazine

Personal selling

is one-on-one communication between the business and a customer so as to convince the customer to purchase.  Tupperware selling is an example of personal selling.  Also, whenever you go and see a customer personally to introduce your business and products or services, this is called personal selling.

Let us use Pick N  Pay as an example.  Their target market is the housewife or anyone who buys groceries for the home.  They have the products, usually at a good price and at a convenient location.  Their marketing mix is in order.  Now, how do they promote or market their products? 
Well, I have seen big advertisement spreads in newspapers about products that are on a special offer for a certain period of time, at times I have heard advertisements on radio and seen ads on TV as well.  They even give their shops the right names: some are called a family store, some are hypermarkets, and so on.

Exercise 4 SO2, AC2: group discussion marketing

Products And Services

Products 

are physical things that you can see or touch, like radios, clothing, food, and so on. 

· An inventory can be made of the output, in other words it can be counted.  

· The producer of the product may have low contact with the customers.  

· Products are usually associated with large, capital intensive businesses.  

· Quality is easily measured.  

· The production facility does not have to be close to the customer..  

· A product can be resold.  

· A product may be produced, stored and then sold at a later stage.

Services 

are things that you cannot see or touch, like a bus service, dry cleaner, repair services, and so on.

· Output cannot easily be measured, you cannot really count service as you can count products

· It requires high contact with customers.  

· One can have a small service facility.  

· Service businesses are usually more labour intensive.  

· Quality is not easily measured.  

· A service provider has to be close to the customer in order to provide the service.  

· A service cannot be resold.  

· Services are provided at the time it is required.

Marketing Of Products VS Marketing Of Services

Marketing a service-base business is different from marketing a product-base business.

There are several major differences, including:

· The service that the buyer purchases is intangible 

· The service may be based on the reputation of a single person 

· It's more difficult to compare the quality of similar services 

· The buyer cannot return the service 

Many of sales techniques will work equally well whether they are directed at products or services.
Sanlam is a service provider, as is SAA, even though SAA is classified under the transport industry.  Pick N pay is a retailer, Clover is a wholesaler and KFC provides fast food.

Exercise 5 SO2 AC1-4: group discussion marketing of products VS services

MARKET POSITION

Outcome 

Discuss the market position of a selected organisation in the relevant sub-sector.

Assessment criteria

On completion of this section you will be able to:

· Tabulate a list of 10 of the products and/or services marketed by a selected organisation and compare with equivalent products and/or services of competitor organisations.

· Give a description of the organisation’s current competitive position, based on available audited data.

· Compare the strengths and weaknesses of the organisation with those of its major competitors.

· Explain the opportunities and threats facing the organisation, with reference to the external environment.

Market Share

Market share is the percentage or proportion of the total available market or market segment that is being serviced by a company. For example, let us say that 15 000 TV’s are sold per month throughout the country.  If your company sell 1500 TV’s per month, it means that your company has 10% of the market share.

Market share can be expressed as a company's sales revenue (from that market) divided by the total sales revenue available in that market.  In other words, if the value of the total TV sales per month is R45 000 and the total amount of TV sales in your company is R4500, your company has 10% of the market share.

It can also be expressed as a company's unit sales volume (in a market) divided by the total volume of units sold in that market.  See the example in the first paragraph.

Increasing market share is one of the most important objectives used in business.  If your company increases their TV sales to 2500 per month, out of a total of 15 000 sold per month, you have increased your market share to 16%.

Details of a company’s market share can usually be found in the company’s financial statements, specifically the income statement, where the total sales of the company is indicated.  To find out what a company’s market share is, therefore, you need to know what the company’s core business is, what the total of the company’s sales are and also what the total sales in that industry or sector for the core business is.

Below are 2 examples of income statements:

Income Statement:  for a trader

Income Statement for the Year ended:

	Sales
	
	R320 000

	Less:  Cost of Sales

Opening Stock – Finished Goods

Add:  Purchases

Less:  Closing Stock
	R7 000

R120 000

R127 000

R29 000
	R98 000

	Gross Profit

Less:  Expenses

Net Profit before taxation

Less:  Expected taxation

Net Profit after taxation
	
	R222 000

R172 000

R50 000

R15 000

R35 000


From this income statement you can see that the total sales were R320 000

Income Statement:  for a service business

Income Statement for the Year ended

Sales
R105 000

Less:  Expenses
R  65 000

Net Profit before taxation
R  40 000

Less:  Expected Taxation
R    8 000

Net Profit after taxation
R  32 000

From this income statement you can see that the total sales of the business were R105 000.

Swot Analysis

Competitor analysis is an assessment of the strengths and weaknesses of current and potential competitors.  This is often done by means of a SWOT analysis.

SWOT is the name given to the analysis of Strengths, Weaknesses, Opportunities and Threats of an organisation.  A SWOT analysis is usually done as part of the strategic planning of an organisation and is used to help determine the goals and objectives of the organisation. 

Most of the information used in the SWOT analysis is obtained from marketing and market research.  Organisations and businesses use marketing research to keep in touch with the needs and wants of their consumers.

When doing a SWOT analysis, you identify and describe the strengths, weaknesses, opportunities and threats to the organisation.

Strengths and weaknesses are internal factors which affect the business in a positive or negative way.

Strengths

· Knowledge of the products and the business.  Since your organisation provides the product or service, the employees should have a very good knowledge of the products or services that you provide.

· A good location for your business.  The closer you are to your customers, the  more convenient it is for them to buy from you.

· Little effective competition.  If your business is in a location where there is little competition, it is definitely a strength, since customers would prefer to buy from you, if your location is closer

· A good product or service is always a strength

· A pleasing manner towards customers and potential customers

Weaknesses

· Inexperience in the business

· Lack of business skills

· A poor location for the business

· Too much competition

· No demand for the product

Opportunities

Opportunities and threats are external factors in the environment that influence your business.

· These are business opportunities that you can identify. You may identify an opportunity for a product or service that has not been offered before, particularly in the area where your organisation operates.  If no one is selling soup in winter in your area and you happen to be in the fast food market, this is an opportunity.

· The sales or marketing personnel may have identified a new product or service for which there is a need.  If you are a training company, including HIV/AIDS training in your products is an opportunity, since there is a big need for this kind of training today.

· These may come about through an awareness of the economic situation, such as a high petrol price that creates a need for smaller cars that use less petrol.

· Low interest rates causes people to buy bigger houses, while high interest rates will have the opposite effect. 
· Hotels and guest houses are built close to airports and near tourist attractions to make it easier for tourists and travellers to sleep over.

Threats

There are many threats to a business, some brought on by the environment, others through a lack of control of the business. The main threats are

· Economic depression.  High interest rates results in less spending by consumers.. You need to know this so that you can change your range of products or services to suit the needs of the consumer.

· Population movement away from the location

· Unemployment poses a threat to a business.  If a mine closes down, for example, thousands of people suddenly have less money to spend.  This will impact negatively on any business.

· Product depreciation.  When consumers stop buying your products, this is a threat to the organisation that has to be identified very quickly.  You need to find out what they are buying instead of your products and why they are not buying your products anymore.  Businesses that are very vulnerable to this kind of threat are business that are in the catering industry.  If you serve bad food to consumers once and it is advertised in the media, your business will suffer.  Consumers would go to a competitor to satisfy this need.

Of course, there are many more strengths, weaknesses, opportunities and threats than those that were listed.

Below is an example of a SWOT analysis

	Strengths
	Knowledge of the products and the business

A good location for your business

Little effective competition

A good product

A pleasing manner towards customers and potential customers

	Weaknesses
	Inexperience in the business

Lack of business skills

A poor location for the business

Much competition

No demand for the product

	Opportunities
	These may come about through an awareness of the economic situation and new lines being brought on the market. 

You may also see an opportunity for a product or service that has not been offered before, particularly in the area where you operate

	Threats
	There are many threats to a business, some brought on by the environment, others through a lack of control of the business. The main threats are:

Economic depression

Population movement away from the location

Unemployment

Product depreciation


Why Is A SWOT Analysis Important? 

By doing market research and a SWOT analysis, the organisation can quickly determine what it is doing right and where improvements are necessary.

Emerging threats and opportunities are usually defined as a result of consumer research where an analysis of trends in existing and potential markets is undertaken. These analyses take account of the various environmental forces which have bearing on consumer needs, company operations and competitive, technological, social, economic, cultural, legal, political and demographic trends. 

The environment in which the enterprise operates shows continual change ‑new problems occur and new opportunities are created. It is, therefore, essential that the organisation adapts to this changing environment. It must solve the problems and utilise the opportunities.

Similarly, an organisation should continually examine its internal operations in order to identify strengths (what it is doing right), so that it can continue to do the right things and weaknesses (what it is doing wrong) so that it can fix the problems.

From a SWOT analysis, a business determines where it is placed in the market and it can then prepare the goals and objectives to rectify threats and weaknesses and capitalise on opportunities and strengths.

Businesses use SWOT analyses to define the present and future business,  new and current products and services that it will provide.  A SWOT analysis also tells the organisation how it is doing in relation to its competitors.

A combination of products and markets is then selected for the organisation. This combination is implemented by adding new products or services and discontinuing some of the older products that are no longer in demand.  The end result should be the expansion of the business or organisation.

Exercise 6 SO4, AC1-4: group research activity SWOT analysis and market position

 PROFESSIONAL BODIES

Outcome 

Identify and describe the role of professional bodies in a selected business sector.

Assessment criteria

On completion of this section you will be able to:

· Explain the reasons for the existence of professional bodies, associations and regulatory authorities within or affecting the sector,  in the context of the roles they play.

· Identify three professional bodies, associations or regulatory authorities for each of the sub-sectors.

· Outline the benefits of belonging to a selected professional body, association of regulatory authority within the sector, from the perspective of both the organisation and the individual.

· Access information about two professional bodies, associations or regulatory authorities from its website or an industry publication. 

The Role Of Professional Bodies 

The Need For Professional Bodies And Regulatory Authorities

· It establishes a forum where people who work in the same industry can get together and exchange ideas, problems and success stories as a form of support to each other.  Many of these bodies hold monthly meetings where members get together to discuss issues relating to their particular industry. 
· Through newsletters circulate information about the industry to its members

· Regulate the conduct of its members, in order to ensure that all member deliver a high standard of conduct and customer service at all times.  In many instances, these bodies have enough authority to ban dishonest traders or people who conduct business in an unprofessional manner.  Doctors and dentists are a good example, as are lawyers.  When a lawyer acts unprofessionally, he can be disbarred, meaning he can be forbidden to practice his occupation anywhere in South Africa.  

· To undertake all such activities as are likely to be of benefit to the businesses and organisations in the related sector and in the interest of its members.  These bodies undertake to keep up-to-date with national and international developments, as well as legal matters concerning their industry, and to keep their members up to date on these matters.

Benefits of belonging to a professional body

· You can display your membership status to put your customers’ minds at ease, you can even use it as a selling point.

· These organisations hold regular meetings where you can meet other people from your industry.

· Most professional bodies also have regular workshops that are targeted to meet the needs of its members.

· At times a big corporate client will contact the professional body in order to find a member of the organisation to do business with.  This happens a lot in the photographic industry, where a corporate client such as BMW will contact the regulatory body to find a professional photographer for a specific photographic shoot.

· The association or professional body is ensures that a professional image of their members is carried across to the business world.

Which Professional Bodies, Associations Or Regulatory Authorities Are Available?

There are many such professional bodies and they cover the entire spectrum of business sectors and industries.

Some examples are: 

· Institute for Public Finance and Accounting.

· Law Society of SA

· Pretoria Chamber of Business

· Johannesburg Chamber of Business

· Private Security Industry Regulatory Authority

· SA Medical and Dental Council

· SA Veterinary Association

· Institution of Marketing Management

· SA Tourism Board

· Institute of Training Management

These institutions usually have more than one kind of membership, depending on your level of qualification and years of experience. Membership is usually for a one year period and membership fees are payable as determined by the institution.

In some industries, membership of the institution is compulsory before you will be allowed to do any kind of business.

We will take a look at professional bodies for Public Relations as an example.

Public Relations Bodies (PRISA AND PRASA)

The International Public Relations Association was founded in 1955 with the object of raising international public relations standards, and now has members in most countries around the world. 

The Public Relations Institute of South Africa was founded in l959. Today, it has 1500+ members and branches in Johannesburg, Pretoria, Cape Town, Durban, Port Elizabeth and Bloemfontein. It has performed the spadework of establishing public relations and putting together the requisite organisation and knowledge. Through its insistence on genuine qualifications for the profession, certified by its examinations, it has gone a long way towards eliminating the fly‑by‑night operator and confirming the reputation of the Public Relations practitioner.

There are six different membership categories:

1. Fellows

These are PRISA Members on whom the Council has conferred Fellowships in recognition of long and distinguished service to the Institute or the profession. Fellows are entitled to use the letters FPRISA.

2. Full Members

These are persons who devote all or a substantial amount of their time to practising Public Relations in a senior capacity, and who have at least five years comprehensive experience in public relations practice or have attained a BA Communications degree with public relations as the main subject, plus at least three years' comprehensive experience in public relations practice, or have passed the Final Examination of the Institute and have at least three years comprehensive experience in public relations practice. Such persons must also satisfy the Council that they are able to practice public relations work on a professional and ethical level. Members are entitled to use the letters MPRISA.

3. Associates

These are persons with at least three years experience in public relations practice, or who have passed the Final Examination of PRISA and have at least one year's experience in public relations practice, or can satisfy the Council that they possess a thorough understanding of the principles of public relations, and are qualified to undertake its practice by reason of previous experience, general qualifications and the position they occupy. Associate Members shall be entitled to use the unabbreviated description 'Associate of the Public Relations Institute of South Africa'.

Fellows, Members and Associates have full voting rights in the affairs of PRISA.

4. Affiliates

These are persons not eligible for Associate Membership, but associated with the practice of public relations, or who have passed the Intermediate Examination of the Institute. Affiliates are not entitled to the use of any letters or description and cannot vote at a general meeting of the Institute.

5. Student Members

(a)
Are those following a recognised bachelor degree course with Communication Science as a major and public relations as a specialisation upon submission of written proof of having registered to study the public relations component.

b)
Students of the National Diploma in Public Relations upon submission of written proof of having registered for the second year of study.

6. Honorary Membership

Honorary Membership can be conferred by the Council in exceptional circumstances on persons, from within or without the Institute, in recognition of outstanding services to the Institute or to the public relations profession.

PRISA publishes an annual Register of Members and a quarterly publication, COMMUNIKA.

OBJECTIVES OF PRISA

The PRISA Constitution lists the following objectives:

(a)
To bring together those engaged in public relations work, for the interchange of views and experience and for mutual consultation and advantage.

(b)
To establish and maintain the full professional status and dignity of public relations work amongst members, practitioners, employers and the general public.

(c)
To foster and encourage the close observance of the highest professional conduct by its members, and to prescribe such conduct.

(d)
To give a united voice to the practice of public relations and to enhance its influence.

(e)
To undertake all such activities as are likely to be of benefit to the practice of public relations and in the interest of its members.

The Public Relations Council of South Africa, independent of PRISA, was established to assume responsibility for an accreditation programme for qualified public relations practitioners. The aim was to extend the entire sphere of operations of the profession. The Council now registers all accredited practitioners and undertakes discipline.

CODE OF CONDUCT OF PRISA

The Public Relations Institute of South Africa abides by the Code of Conduct of the International Public Relations Association.

This is quoted below:

1.
Conduct Towards Clients and Employers

(a)
A member has a general duty of fair dealing towards his clients or employers, past and present.

(b)
A member shall not represent conflicting or competing interests without the express consent of those concerned,

(c)
A member shall safeguard the confidences of both present and former clients or employers.

(d)
A member shall not employ methods tending to be derogatory to another member's client or employer.

(e)
In performing services for a client or employer, a member shall not accept fees, commissions or any other valuable consideration in connection with those services from anyone other than his client or employer without the express consent of his client or employer, given after a full disclosure of the facts.

A member shall not propose to a prospective client or employer that his fee or other compensation be contingent on the achievement of certain results; nor shall he enter into any fee agreement to the same effect.

2.
Conduct Towards the Public and the Media

(a)
A member shall conduct his professional activities in accordance with the public interest, and with full respect for the dignity of the individual.

(b)
A member shall not engage in any practice which tends to corrupt the integrity of channels of public communication.

(c)
A member shall not intentionally disseminate false or misleading information.

(d)
A member shall at all times seek to give a balanced and faithful re presentation of the organisation which he serves.

(e)
A member shall not create any organisation to serve some announced cause but actually to serve an undisclosed special or private interest of a member or his client or his employer, nor shall he make use of it or any such existing organisation.

3.
Conduct Towards Colleagues

(a)
A member shall not intentionally injure the professional reputation or practice of another member. However, if a member has evidence that another member has been guilty of unethical, illegal or unfair practices, including practices in violation of this Code, he should present the information to the council of his national Public Relations Institute.

(b)
A member shall not seek to supplant another member with his employer or client.

(c)
A member shall cooperate with fellow members in upholding and enforcing this Code

Exercise 7: SO3, AC2-4: individual activity professional bodies
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