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The role of business in the economy
• Businesses are essentially developed to meet the needs and wants of people.

Most people have to work in order to 

1. generate an income to

2. purchase goods or services that will 

3. satisfy the need and want. 

• The ability to identify a product or service that can satisfy the 
need or want of consumers is the key to making profit, thus a 
reason to open a business. 



The role of business in the economy
The following are some contributions that small businesses 
make to the economy:

• Economic development, job creation and employment

• The promotion of entrepreneurship

• Social stability



Art as a business 
• Arts are a relevant business sector and contribute to the 

economy of the country.
• Your form of art is what makes up the Creative Industry/Sector. 
• Businesses based on creativity are known as creative 

enterprises.
• They can be defined as entities that have their origin in:

• individual creativity, 
• skill and talent, and 
• which have a potential for wealth and job creation through the generation and 

exploitation of intellectual property

Source: World Intellectual Property Organisation, 2006



Art as a business 
• As an important sector, it is important to know how to better 

manage your creativity as one would manage a business.
• As an artist, you should let your creativity lead you. But this 

shouldn’t stop you from leveraging your creativity by letting 
your ‘product’ be managed in ways a traditional business 
would.

• Like any other traditional business, a creative business must 
generate economic value in order to be able to cover business 
related costs such as remuneration to shareholders; production 
costs; and future investment/growth. 

• The creative business also needs to be created to satisfy a 
need or a want. 



Art as a business 
To produce economic value, enterprises have to 
organise their resources, suppliers, distributors 
and consumers in an effective manner i.e. 
effective management. 

The starting point to effectively managing a 
creative business would be to register it as a 
business. We will look at the options that are 
available for the creative industry.



Legal nature of businesses 
A creative as an entrepreneur in South Africa can 
choose from the following forms of ownership: 

Sole 
proprietorship 

Partnership Company



Legal nature of businesses 
Sole proprietorship
•Uncomplicated form is chosen when the proposed business is simple and small. 

Characteristics include: 
• No legal personality (assets belong to owner).
• Owner personally liable for all debts. 
• Owner has direct control and authority. 
• Limited possibilities with regard to capital. 
• Limited continuity (If owner dies – no continuity).
• Simple and very easy to start. 
• Transfer of ownership is simple – no extensive legal requirements.



Legal nature of businesses 
Sole proprietorship
•Uncomplicated form is chosen when the proposed business is simple and small. 

Procedure for establishment 

Two requirements:

• A trade name which must be registered at local authority

• A trading licence from local authorities. 

• Informal Business – not to register

• (Street vendors/hawkers)



Legal nature of businesses 
Sole proprietorship



Legal nature of businesses 
Partnership
•This is a relatively uncomplicated form of ownership. 

•Characteristics: 
• Between two and twenty partners. 
• No legal personality. 
• Partners jointly and severally liable for debt. 
• Partners have joint control and authority. 
• More possibilities of acquiring capital. 
• No continuity. 
• Few legal requirements. 
• Profits divided proportionately among partners. 



Legal nature of businesses 
Partnership
•This is a relatively uncomplicated form of ownership. 

•Procedure for establishment: 
•No complicated formalities, however, there must be a contract, a verbal/written.
•Contract can also be understood, in other words, a tacit agreement. 
•Tacit agreement is problematic if disagreements arise. 

•Contract should include:
• Description of the partnership
• Names of partners
• Amount of: Capital/labour/skill contributed by each partner
• Way in which profits and losses will be shared



Legal nature of businesses 
Partnership



Legal nature of businesses 
Company
•There are two types of companies – public and private. We look at the private 
company 

•Characteristics: 
• Between one to fifty shareholders. 

• Has legal entity

• Has perpetual lifespan – can continue if any owners leave/die

• Has shareholders who invest and raise capital



Legal nature of businesses 
Company
•Private company

•Procedure for establishment: 
•Complete two documents – the Memorandum of Association; 
the Articles of Association.



Legal nature of businesses 
Company

Advantages Disadvantages
Entity separate from shareholders More expensive form of business 

ownership
Unlimited lifespan independent of 
owners

Need to comply with more rules, 
regulations and requirements

Shareholders face limited liability Payment of tax regardless of financial 
performance

Availability of large amounts of capital



Entrepreneurship and small businesses 
What is entrepreneurship?

• Many definitions but common elements that characterise 

the term:

‒Creating and building something of value from nothing.

‒In the midst of uncertainty and risk

‒Have determination to succeed against all odds.



Entrepreneurship and small businesses 
Characteristics of an entrepreneur:

• Creativity
• Innovation
• Commitment and determination
• Ability to deal with risk and uncertainty
• Opportunity oriented



Entrepreneurship and small businesses 
Approaches to owning a small business
• If you fail to plan you plan to fail!
• Feasible and viable business idea → enter the business world

Before starting a Business:

‒Gather information.

‒Plan

‒This will reduce possible problems. 



Entrepreneurship and small businesses 
What is a business idea?

• A good business idea must be coupled with a good 
business opportunity. 

• An idea that is both possible and viable can be 
converted into a successful business enterprise. 

• Ideas come from different sources. 
• When you look at yourself and people around you, 

you may see needs or problems that you can solve. 



Entrepreneurship and small businesses 
• Entrepreneurs look for a good business idea and then 

investigate its viability, will the idea turn into a profitable 
business. 

• Ideas need to be BOTH feasible (possible) + viable  
(practical) to be changed into a successful business 
enterprise. 

• Identify strengths, weaknesses and interest. 
• If you generate an idea using your strengths you have more 

chances of success.



Responsibilities of the entrepreneur 
• As an artist, the role you play in a business is that of an 

entrepreneur.
• Entrepreneur = you are responsible for all the management activities.

Source (Creative Business Models, 2021)



Responsibilities of the entrepreneur 

Example:
• You create paintings – that’s a business created based on a product 

(remember the role of business in the economy). 
• The painter/artist will have to manage everything from the creation of 

the painting all through to the delivery of the painting to the final 
consumer.

Managers 
• Decide what the business wants to achieve.
• Coordinate resources to achieve what business has set to do.



Responsibilities of the entrepreneur 
Why is it important for you to see yourself as a manager?

Artist as a business manager 

• Management is important in all sectors: for-profit; non-profit; public and 

private sectors.

• A manager has the responsibility to achieve the set goals

• A manager brings together the skills and abilities of those responsible for 

creation of products/services (self-management or management of partners 

or employees).



Responsibilities of the entrepreneur 
There are four basic tasks of management – these are known as the POLC cycle.

Our key focus will be on the first task of planning. 

Planning Organising

LeadingControlling 



What is planning and why is it important to a business?



Management Activities: Planning
• Starting point of the management process.

• Before start: What do you want to achieve. Imagine end results + set 

objective 

• OBJECTIVES  reflects the purpose of something

• PLANNING 

• Process in which objectives are decided upon

• The plans on how to reach the objects are formulated

• NB  Gives sense of direction



Management Activities: Planning
• Planning Improves:

• Communication

• Relationships

• Everyone clearly knows what is expected of them

• Planning = Future Orientated  proactive vs reactive 

management

• Planning for the artist starts with a Business Plan



Different Types of Plans in a Business
Businesses make use of different types of plans.

Each plan has a specific purpose and 
addresses a specific business matter.

The most common types of plans include:

Strategic 
plans

Tactical 
plans

Operational 
plans

Production 
plans Budgets Cash flow 

plans
Business 

plans
Business 
continuity 

plans

Human 
resource 

plans
Project plans Marketing 

plans



What is a Business Plan?
Definition:
•A business plan is a plan of action that sets out 
every imaginable aspect of the planned 
establishment of the enterprise. 
•It should be able to answer the questions of 
where, when and how the entrepreneur aims to 
start a business. 

Source: Alsemgeest et.al, 2017 



Business plans are used to assess the potential 
success of:

• The start-up 
• The expansion of a business by means of a loan
• The turnaround of a business that is not 

performing well
• The funding of a new project



Developing a Business Plan
Business Plan should include the following:
1. a cover page and contents page. 
2. an introduction. 
3. a description of the business. 
4. a marketing plan. 
5. a financial plan. 
6. an operating plan. 
7. a conclusion. 



Structure of a Business Plan
The cover and contents page:

The first page of the business plan is the cover page. It includes:

• full name of the business, 
• the name of the entrepreneur, 
• his or her full street and postal addresses, 
• a date on which the business plan will be presented. 

Second page of the business plan will be the contents page. It should 
include:

• all the headings that appear in the business plan, 
• correct numbers of the pages on which they appear. 



Structure of a Business Plan
The introduction 

This section covers the preliminary description of the business. 
• gives a brief description of the products or services that the 

business intends offering. 
• Show the business’s objectives and the means by which it 

intends to achieve them, 

• A proper analysis of the industry in terms of market size and 
its dynamics, competition and market is conducted. 



Structure of a Business Plan
Description of the business 

It will typically include:
• A general description of the business
• The uniqueness of the product or services
• The form of ownership chosen
• The legal requirements that have to be adhered to
• A SWOT analysis – the strength, weaknesses, opportunities 

and threats that the business faces. 



Structure of a Business Plan
Marketing plan:

Description of: the target market (potential customers).

How?
• Do market segmentation. Market segmentation divides the 

market into separate segments. 
(Segments  grouping by characteristics e.g. age, gender, 
income etc.)
• Should also include market potential calculations
• And marketing mix strategies (4P’s). 



Structure of a Business Plan
Financial plan

Show the total capital requirements and financial projections
of the business, including a clear breakdown of the fixed 
assets, stock and operating expenses. 

Financial projections include:
• Income statement
• Balance sheet
• Cash-flow projections



Structure of a Business Plan
Operations plan:

Takes into account: 
• HR requirements – people required to help run the business. 
• Organisational structure – how the business will be organised. 
• Manufacturing process – the stages between the raw material 

and the final product must be indicated. 



Structure of a Business Plan
Conclusion:

• This section concludes the business plan by motivating: 
• Why you think your business will succeed;
• Why you think the business will be financially viable; and
• Why someone should invest in your business ( if that is the 

aim of the plan). 

*all annexures should be placed at the end of the document. 



Implementing the Business Plan
• After drawing up the business plan, it should be put into 

operation, one step at a time. 

Entrepreneurs need to:
1. Secure the financial resources to implement the plan, 
2. Have a building or location in which to do business. 
3. After that they need to make sure that there are sufficient 

human resources and other factors of production. 



Entering the world of business

• Deciding on a type of business
• Complying with rules and 

regulations
• Types of tax
• Business insurance

The main ideas



Entering the world of business
Deciding on a type of business
• As discussed under ‘legal nature of business’, there are a few 

legal types of business that one can choose from.
• When deciding on a type of business, the entrepreneur (in this 

case, the creative person), should think of all possibilities with 
regards to:

• Regulations that apply to each type of business type
• The fees for doing business
• Payment of direct or indirect tax
• Securing and protecting the assets of the business.

Assets: the property that your business owns e.g. your music, your art, your intellectual property



Entering the world of business
Complying with rules and regulations
• Once you are registered as a business, it is important to find out what you need to 

do in terms of complying with rules and regulations.
• Your business should comply with the various requirements of the:

• South African Revenue Authority (SARS)
• Department of Labour
• Department of Local Authorities

• Many of the requirements are statutory i.e. the business must comply or risk getting 
into trouble with law.

• Other requirements are suggested as recommendations. The aim will be to protect 
the business against theft, damage and loss.

• As a creative, you will either register yourself as a sole proprietor, a partnership or a 
private company. We will now look at the rules and regulations that apply to these.



Entering the world of business
Complying with rules and regulations

Sole proprietorships & partnerships
• Sole proprietors should include income from business as part of their 

income. also responsible for the payment of taxes of the business.
• Members of a partnership must do the same – the tax should be 

proportionate to the share of the partnership’s profits.
• Both partnerships & sole proprietors must register as provisional taxpayers 

with SARS.
• Tax payments must comply with the tax years outlined by SARS.



Entering the world of business
Complying with rules and regulations

Private Companies

• A company is required by law to have an appointed auditor that will audit 

and sign the financial statements of the business.

• A company is a legal entity, it must be registered as a tax payer.

• A company pays a flat tax rate (30%) on the taxable income for the year of 

assessment.



Entering the world of business
Types of tax
• PAYE and SITE
Value-Added Tax (VAT)

PAYE and SITE
• Pay as you earn (PAYE) is a tax collection system where employers are obliged by law to 

take off tax from salaries/wages of employees/ anyone who earns money from a 
business.

• The SITE system (Standard income tax on employees) involves deducting PAYE 
according to SARS stipulated deduction tables.

Value-Added Tax (VAT) 
• Tax charged as a percentage of the price of an item → Input Vat; Output Vat



Entering the world of business
Business Insurance
List of insurances that are important for a business owner to protect the assets 
of the business:
• Fire insurance – protection of premises/stock in event of fire.
• Insurance against theft of stock – protects against the effects of loss of 

stock.
• Insurance against consequential losses – protection for the income of 

the business when it may not be able to operate as a result of 
damage/theft/fire.

• Motor insurance – protects the motor vehicles of a business.
• Political riot insurance – covers the business premises and vehicles in the 

event of damage as a result of political unrest.



Challenges businesses in SA face 
Before discussing challenges that businesses face, it is important to know that:

ANY organisation in ANY part of the WORLD will form part of an organisational 

environment and consequently, every business owner will be influenced by their 

organisational environment. 

• An organisational/business environment has to be monitored as it presents:

- Challenges which a business must proactively respond to

- Opportunities that a business can take advantage of to make more 

profit 



The Organisational/Business Environment

Source: Alsemgeest et.al, 2017 



Challenges businesses in SA face 
Important note:
• The internal environment sums up everything that the entrepreneur/manager/artist 

have control over. 
• It is the external environment that creates challenges for a business.

Challenges businesses (the Creatives industry) face in SA

• Economic downturn

• Sector not seen as priority for career choices (insufficient entrepreneurial 

ecosystem)

• High unemployment rates



Challenges businesses in SA face 
• One sure way to counter the effects of challenges that 

businesses face is to look for a way to stand out i.e. a 
competitive advantage/position.

• A competitive advantage = a unique characteristic in the 
business offering which makes the business different/unique in 
comparison with other businesses.

• A competitive advantage gives consumers/customers a reason 
to buy from particular businesses instead of their competitors.

• The next section will look at how you can create a competitive 
advantage as a way to proactively manage the challenges that 
businesses face.



Achieving competitive advantage and 
sustainability 

• There are eight factors (as identified by Porter) that a business must attend to in 
order to establish and maintain a competitive advantage:

Time
Execution
Manoeuvrability
Knowledge
Value
Process
Cost
Differentiation 



Achieving competitive advantage and 
sustainability 

Time
• Time addresses the need for businesses to balance swift action with cautious action.
• When confronted with an opportunity, you should take the opportunity and consider it 

from all possible angles.
• Costs and benefits of an opportunity should be swiftly and efficiently evaluated, in 

order to present an offer timeously to the market.
• It is a good principle that when deciding to pursue an opportunity, businesses should 

follow the ‘way of the tortoise’ i.e. they need to move both rapidly and cautiously.



Achieving competitive advantage and 
sustainability 

Execution
• Execution refers to how, and how well, a business 

does things.
• Regarding efficiency in business, there are four 

options when executing a task:
• The business can do the wrong things wrong
• The business can do the wrong things right
• A business can do the right things wrong
• A business can do the right things right



Achieving competitive advantage and 
sustainability 

Manoeuvrability
• Manoeuvrability refers to how quickly and how effectively a 

business reacts to changing circumstances.
• These changes could be internal or external
• Changes are relevant especially in instances where a business 

realises that their existing strategy is not producing the results 
they hoped for.



Achieving competitive advantage and 
sustainability 

Manoeuvrability
• The market’s preference for goods and services sometimes 

changes.
• A market could reject the ‘old and trusted’ in favour of the ‘new 

and exciting’.
• Reshaping offerings to accommodate the needs of a changing 

market in a timeous way can ensure that a business 
outperforms a competitor.

• A competitive business will find a way to customise their 
products and services to suit the needs and preferences of the 
new market.



Achieving competitive advantage and 
sustainability 

Knowledge

Knowledge as a competitive advantage refers to:
• The knowledge that everyone in the business has regarding the products and 

services on offer
• The ability to find the right answers at the right time
• Knowing where to find the best possible solution or resources at any given time
• Knowing how to handle situations
• Understanding the implications of changes in the competitive environment
• Identifying strengths and weaknesses
• Understanding and exploiting a competitor’s weaknesses
• Responding to a competitor’s strengths



Achieving competitive advantage and 
sustainability 

Value
• Value refers to the customer’s perception of a business’s goods 

and services.
• A customer who believes that a specific product or service is 

valuable to them will remain loyal to that product or service for 
as long as the value perception remains high.



Achieving competitive advantage and 
sustainability 

Value
Building a competitive advantage based on value means that a business 
should consider one or more of the following points:
• Making access to services and products easier and more convenient for the 

market 
• Offering different product mixes to accommodate diverse markets
• Adding additional services and products without creating a feeling of ‘junk 

selling’ in the mind of the client
• Making sure that the service or product that the client receives justifies the 

price 
• ‘Little things’ and finer details are sometimes valued more than showy ‘big 

things’.



Achieving competitive advantage and 
sustainability 

Process
Strategic managers should consider the following regarding processes:
• Processes are not monolithic. Just as circumstances in a business change, 

so too must processes adapt to new situations.
• Processes need to be usable in a crisis. 
• Processes are not immune from scrutiny and even radical redesign
• Processes must be consistent, repeatable and reliable.



Achieving competitive advantage and 
sustainability 

Cost
As a competitive advantage, cost has two important dimensions:
• Internally, the competitive business monitors spending patterns 

carefully and makes sure that there is a return on every penny 
spent.

• Externally, cost relates to the price a business charges for 
goods and services. It also relates to the business’s perception 
about the price being charged relative to its value. The market 
needs to feel that the service or product they are purchasing 
justifies the price being paid.



Achieving competitive advantage and 
sustainability 

Cost
Regarding cost and pricing, a competitive business should 
ensure three things:
• That it does not put profit margins under pressure
• That it does not create a situation where cost price can rise 

higher than the selling price
• That it constructs a costing and pricing model that can be 

sustained over a long period of time.



Achieving competitive advantage and 
sustainability 

Differentiation
Differentiation entails:
• Making it very hard or expensive for competitors to copy a product or 

service
• Improving the quality of products and services without increasing 

their cost
• Adding functions or features without increasing costs
• Combining products and services in such a way that they are useful 

to the market, without increasing cost
• Making sure that the delivery of products or services is superior to 

that of competitors.
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