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EXECUTIVE SUMMARY 

 

Introduction 
 

"Globalisation is now a fact of international economic life. Open markets, 
which invariably also impact on cultural industries, including the music sector, 
will either be a threat or an opportunity to grow our cultural industries 
exponentially because of the new patterns of production and distribution. 
Even though cultural goods and services are consumed all over the world, 
their production is still concentrated in specific regions of the world. There is, 
consequently, a highly skewed market with an asymmetric structure. But the 
global trends are irreversible. South Africa has a simple choice: we either 
adapt to that reality or learn how to create opportunities for ourselves within 
that environment; or we go under, to the accompaniment of loud protestations 
and bitter complaints."  
Dr Pallo Jordan, Moshito, Johannesburg in 2005  
 
To create global participation platforms for the South African cultural industry, 
particularly the music sector, in November 2008, the Department of Arts and 
Culture (“the DAC”), on behalf of the music sector, purchased the historic 
music recording business Downtown Studios and Fox Street Properties and 
created the Downtown Music Hub. The mandate of the Hub is to create 
access and economic opportunities for the music role players, develop 
musicians, establish state of the art recording, manufacturing and distribution 
facilities and realign the competitive advantage of the local music sector 
products in global markets.  
 

Within South Africa, the music industry supports over 7,000 composers, the 
South Africa Music Rights Association (“SAMRO”) and the South Africa 
Recording Rights Association Limited (“SARRAL”) membership), 2,400 
performers in the Creative Workers Union of South Africa (“CWUSA”) and 
SARRAL, 800 record labels who are members of the Recording Industry of 
South Africa (“RISA”) and the Association of Independent Record Companies 
of South Africa (“AIRCO”), 1,000 publishers who are members of SARRAL 
and the National Organisation of Reproduction Rights in Music (“NORM”), 
hundreds of music managers, many music manufacturers and 300 music 
promoters who are members of the South African Music Promoters 
Association (“SAMPA”). Outside the core industry elements lay many industry 
associations, related media and live music venues.  
 

Most of these elements are based in Gauteng. The local music industry has 
had a stunted growth path in part because of the legacy of Apartheid and the 
domination of international (imported) repertoire. Since 2000, this local 
industry has developed and the industry is not as dominated by international 
repertoire as it once was, but many of the problems cited in the Music Industry 
Task Team report are still plaguing the industry today. 
 

Sector Gross Turnover and Music Interests estimate that the music industry in 
South Africa had an estimated total value of R3.6 billion in 2007. The 
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recorded music industry is the biggest sector (combined retail, digital, video 
and albums PPD3 is R1.778 billion: 49%), followed by the live music industry 
(R1.45 billion: 40%). Third is the “publishing industry” with a combined value 
(from mechanical, synchronisation and performance royalties) of R419.9 
million (12%). Needle-time will become a viable new income stream to the 
recording industry. The music brand sector, however, is not readably 
traceable but research suggests that it is a fast growing sector.  
 
The notable music genres are as follows: 
 
• Mbhaqanga 
• Maskhandi 
• Rock/Pop 
• Reggae 
• Rhythm & Blues/Soul 
• Rap/Hip-Hop 
• Jazz/Fusion/Blues 
• House Music 
• Kwaito 
• Gospel 
• Mbira 
• Rumba/Latin American 
• Hard Rock/HeavyMetal/Alternative 
• Kwasakwasa 
• Afrikaans 
• Country/Western 
• Classical 
• African 
• Other 
 
These notable genres are the primary commercial streams and excluded 
herein are the predominantly indigenous genres which are not operating at a 
commercial level. 
 
In April 2010, the former Minister of Arts and Culture, Honourable Lulu 
Xingwana identified and appointed the inaugural board, consisting of music 
sector, financial and legal specialists to form a Special Purpose Entity (“SPE”) 
that would manage the Downtown Music Hub and participate in other Special 
Purpose Entities on behalf of the local music sector:  
• Don Laka: An entrepreneur, one of the first black people to own a fully-

fledged record company and recording studio, only qualified mixing and 
mastering engineer in the SADC region. 

• Nothemba Mlonzi: A lawyer by profession, a commercial lawyer and 
acting Judge; she is also an entrepreneur. 

• Hotep Galeta: A musician, academic; project manager for the Miriam 
Makeba Performing Arts Centre in the Eastern Cape, came to 
Johannesburg to establish the Hugh Masekela Academy for Performing 
Arts. 

• Yvonne Chaka Chaka: A musician and a United Nations Goodwill 
Ambassador 
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• Oupa Lebogo: A producer, Secretary General of CWUSA, a songwriter 
and Vice President of the Federation of International Musicians. 

• Lindumuzi Mngoma: A musician with a focus on choral music. 
• Nomavuso Mnxasana: An accountant who sits on a few boards and is an 

aspiring entrepreneur. 
• Greg Maloka: The Managing Director at Kaya FM and a Director of DJs 

Unite and Madlosi Entertainment. 
• Mandla Maseko: The Managing Director of Black Eagle Sound, he is also 

the Deputy Chairperson of the Association of Independent Record 
Companies (AIRCO) and the General Secretary of the Music Industry 
Federation of South Africa (MIFSA). 

 
The process outlined at the time of appointment was that the DAC would 
inaugurate a board that would manage the business and properties 
purchased to ensure that the Government’s objectives were met, and also 
participate along with other stakeholders in music industry in the formation of 
other entities to be created to benefit the music industry as outlined below: 
 

 

 

The Board of Directors met with the DAC at Mount Grace in Magaliesburg in 
April 2010, where inter alia the structure of the Downtown Music Hub was 
deliberated and decided on. In this meeting the Board also adopted the 
following vision and mission statement: 
 
VISION 
 
The Downtown Music Hub shall become the catalyst (agent of change) for the 
advancement of human capital development, job creation, and 
entrepreneurship in the music industry. This will be done in a sustainable 
manner to facilitate economic empowerment of South African artists and other 
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industry role players in the value chain, specifically those from previously 
disadvantaged communities. 
 
MISSION 
 

The Downtown Music Hub stands for the development and empowerment of 
entrepreneurs, primarily amongst previously disadvantaged individuals and 
groups within the music industry, and the creation of entities, structures and 
processes which reflect the demographics and values of the wider society. 
 
OUR VALUES 
 

Creativity  
Integrity  
Effectiveness  
Ubuntu 
 

OBJECTIVES 
 
• To identify and monitor music industry trends in South Africa, the continent 

and the world over. 
• To enable meaningful participation by South Africans in all aspects of the 

music industry value chain. 
• To create access to the music value chain, particularly recording 

opportunities to South African artists. 
• To enable growth of South African music industry. 
• To ensure the enforcement of legislative measures against piracy. 
• To collect and preserve South African music heritage. 
• To ensure that South African indigenous music, currently in private hands 

and other exclusive institutions, is made available in the public domain. 
• To undertake research on various aspects of the music industry. 
• To embrace and use technology as a driver and enabler for industry 

growth and development. 
• To harness existing management talent and develop the required skills as 

well as competences for the management of the music industry. 
• To lobby for the effective use of existing communication media and 

channels for the development and promotion of South African music talent.    
 
Downtown Music Hub also participated in the 2010 Moshito Conference and 
has had a number of deliberations regarding charting its way forward. In all, 
its deliberations it became clear to the Board that the major challenge in the 
music industry is the lack of ownership by local players. The statistics for the 
period 2002-2009 are reflected below: 
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The estimated turnover for 2006 is R1.2 billion calculated as follows: 
 
Table 1: Turnover by category of company in the Music sector 

Category of companies 

Median Annual 
Turnover (R) 

Number of 
companies 

Total Turnover for category of 
companies (R) 

“Big Four” recording companies 
143,581,000 4 574,324,000 

Artists 12,000 700
1
 100,800,000 

Other Companies 1,052,990 500
2
 526,495,000 

TOTAL TURNOVER    1,201,295,000 

 

                                                 
1  Number of members of the Musicians Union of South Africa 
(MUSA).http://www.cosatu.org.za/affiliates/affimusa.htm 
2 Number of companies in the Midi Trust Directory. 
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As a result, the Board has taken a strategic decision to ensure that, by 2030, 
the value chain depicted below will be owned and controlled by local players 
in the music industry, who will ensure that the South African music industry 
becomes a globally competitive force. In so doing the Board will put in place 
measurable plans that will set objectives in 5, 10, 15 and 20 year time 
framess. 
 
1  Number of members of the Musicians Union of South Africa 
(MUSA).http://www.cosatu.org.za/affiliates/affimusa.htm 
1
 Number of companies in the Midi Trust Directory. 
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In a recent meeting the current Minister of Arts and Culture, Honourable Paul 
Mashatile, MP, the Board outlined the following strategic focus areas for the 
Downtown Music Hub in achieving its 20 year plan: 
• Distribution of Music Products; 
• Production of Music Products; 
• Broadcasting of Local Music Content; 
• Education, Training and Development 
• Music Manufacturing and Packaging; 
• Publishing; and 
• Music Heritage.  
 
The Board has reflected extensively on the strategic outcomes of the 
Government, particularly the Department of Arts and Culture in its Medium 
Term Strategic Framework (April 2010 and March 2014), and this has 
influenced its thinking in aligning its strategic objectives, as outlined in this 
plan, thereto. These outcomes are: 
• Human Capital Development; 
• Creation of Decent Work and Sustainable Livelihood; 
• Rural Development;  
• Urban Management and Development; 
• Social and Economic Development; 
• Social Cohesion and Public Participation; 
• The fight against crime and corruption (piracy); 
• Social and Economic Infrastructure; 
• Governance and Administration; and 
• International Relations. 
 
The plan takes into consideration all the challenges facing the music sector, 
particularly the production, manufacturing, education, broadcasting and 
distribution aspects of the commercialisation and music heritage of South 
Africa. The plan is also informed by immense recommendations made in 
various music development strategies, amongst others: 
• The White Paper on Arts, Culture and Heritage of 1996 and the recent 

copyrights bill, which is at its final stages in the Parliament of the Republic 
of South Africa; 

• Cultural Industries Growth Strategies Final Report 1998; 
• The Music Industry Task Team (MITT) Report 2000;   
• Gauteng’s Creative Industries analysis 2008; and 
• Gauteng Music Strategic Framework Final Report 2009.  
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The Strategic Focus Areas of the Downtown Music Hub are elaborated upon 
in the following table: 
 

Strategic Focus 
Area One 

Distribution of Music Products 

Goal Statement To create access for individual musicians and recording 
companies to distribute their music in local and 
international markets. 

Justification The Board noted that the leading challenge facing authors, 
musicians, record labels and other role players in the music 
industry is distribution of their products to the consumers. It 
was also noted that the most adversely affected are 
producers of indigenous music, which carry the heritage 
value of South African music. 
• The Hub will establish a solid relationship with the 

current music retailers to ensure that South African 
music has a fair representation and accessibility in 
music stores. In return it will provide a service entitled 
Press and Distribute (PND Deal) with independent 
record companies to facilitate availability of their music 
products in stores. The Hub will employ the service of 
professional sales persons to focus on main and small 
music retailers. 

• The Hub will also create and supply the Music Digital 
Cafe Containers containing the latest music digital 
distribution systems. The container model for music 
distribution is one of a kind and takes South African 
music to the people; the strategy is informed by the 
tried and tested container model used successfully by 
cell phone companies in South Africa. The Cafe will be 
a franchise opportunity for music role players, 
particularly musicians who will form cooperatives to 
operate the Music Digital Cafe in their villages, 
townships, towns, etc. The Hub will supply the 
branded, fully equipped and stocked containers for 
cooperatives members/ franchisees to operate. In the 
Cafe, the consumer will be able to buy a physical copy 
of the music, as well as a digitally tailor-made playlist 
and other related products. 

• The Hub will establish a solid relationship with 
community based radio stations to promote the Music 
Digital Cafe in villages, townships, towns, etc. 

Links Creation of decent work and sustainable livelihoods; social 
and economic development; social cohesion and public 
participation and rural development. 

Strategic Focus 
Area Two 

Production of Music Products 
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Goal Statement To create cutting edge recording facilities for pre and post 
production of music and other products, in order to facilitate 
a conducive environment for the production of high quality 
music products on a large scale for local and international 
consumption. 

Justification 
Research shows that a large percentage of South African 
music products are not ready for global competitive 
markets because of their inferior quality. The contributing 
factor is that large numbers of independent record 
companies operate informally with poor quality recording 
facilities. The Hub will therefore create: 
• Pre-production studio for music composers and 

authors; 
• Recording Studios for recording, mixing and mastering 

services for local and international artists and 
companies; 

• Remixing Suites for DJs; 
• Mobile recording studios for rural outreach; 
• Supplementary service studios such as graphic and 

design, animation, photos, make-up and fashion 
stylists; 

• The Hub will cater for recording both digital and 
analogue (live); and 

• The rehearsal and music instruments will also made 
available for users. 

Links Rural Development; Human Capital Development 

Strategic Focus 
Area Three 

Broadcasting of Local Music Content 

Goal Statement To contribute meaningfully towards the drive to prioritise 
the playing of local content in the various broadcasting, 
media and other facilities, therefore ensuring that the 
livelihoods of local musicians are secure. 

Justification The Board noted that another challenge for the local music 
role players is that their music is not played sufficiently on 
local, regional and national radio stations, unlike other 
countries like the USA, India, France, etc. 
• The Hub will interact with music representatives’ 

organisations/institutions, as well as the Department of 
Communications, to review current policies and 
broadcasting strategies that do not favour South 
African music. Ideally, the Hub will engage the 
Department of Communications regarding the use of 
Radio 2000 as a benchmark for the broadcasters. 

• The Hub will also explore opportunities to work with old 
and new music broadcasters, film producers and 
promoters to benefit the authors and composers 
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through royalties and needle time.  

Links Creation of Sustainable Livelihoods, Social and Economic 
Development 

Strategic Focus 
Area Four 

Education, Training and Development 

Goal Statement To create empowerment projects and programmes with the 
requisite partners in, order to facilitate human capital 
development and create decent work through training and 
education. 

Justification It was noted that there is a need for training and 
development of professionals at all levels in the music 
industry so that they can use these skills to participate 
meaningfully in the economy. The main focus is to create 
entrepreneurs who will be able to create employment 
opportunities: However, their education will also form an 
integral part of the strategy. The Board is also concerned 
about the human resource skills and qualifications. The 
Hub will liaise with education institutions to review current 
music courses and qualifications to align them with the 
music industry needs.  
 
There will be various levels of Training and Development 
with strategic partners: 
• Bursary based schemes to previously disadvantaged 

children in partnership with Universities, Technicons, 
FET institutions, organisations in the music and other 
industries).  

• The Hub will work with the Further Training and 
Education (FET) Sector to offer elementary music 
education and ABET, as well as recorded music 
business lectures. 

• The Hub will create working opportunities for graduates 
with Music certificates, Diplomas, Degrees and PhD or 
MBA qualifications. 

• Internship programmes both at DTMH and other similar 
institutions (Partnerships with organisations like AIRCO, 
MAPPSETA) for those who have not received bursaries. 

• Business Training for those already running businesses 
(Partnerships with entities like the Gauteng Enterprise 
Propeller, etc.)  

Links Human capital development; creation of decent work and 
sustainable livelihoods, social and economic development. 

Strategic Focus 
Area Five 

Publishing 

Goal Statement To create a platform for publishers in the music industry to 
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practice their craft in an environment where their works are 
protected and the requisite benefits accrue to them.  

Justification As a vital segment of the copyright industry, music 
publishing is fast becoming as money spinning business 
within financial circles. This indicates that there exist great 
opportunities for music publishers in generating substantial 
streams of income by controlling and administering the 
copyright of intellectual properties. 
• To set up a music publishing component at the 

Downtown Music Hub. 

Links Human capital development; creation of sustainable 
livelihoods. 

Strategic Focus 
Area Six 

Manufacturing 

Goal Statement To create a state of the art compact disc manufacturing 
plant. 

Justification 
 

Links Creation of decent work and sustainable livelihoods. 

Strategic Focus 
Area Seven 

Music Heritage 

Goal Statement To preserve and promote South African music heritage. 

Justification The Hub will dedicate a section of its building to highlight 
music heritage of South Africa in partnership with all 
relevant government departments and music institutions. 
The heritage will showcase the origin of music recording 
and the history of recorded South African music – the 
apartheid and democratic contrasts. The Hub will 
commission painters and sculptures to create South African 
icons for display, exhibition and exportation purposes.   

Links Social cohesion and public participation. 

 
INFRASTRUCTURE AND CAPITAL PLANS 
 
The Hub will be based in the building located at 62 Goud Street, which is a 
five story building currently consisting of parking space, rehearsal rooms, 
studios, offices and administrative space. The building is in excess of 60 
years old and requires large scale refurbishment and renovation. The other 
floors need to be upgraded to be reflective of the identified strategic focus 
areas. In order to make the Hub a hub in the true sense of the word, 
investment needs to be made in the surrounding buildings in the area. The 
purchase of fixed and immoveable property will have to be considered. 
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PROJECTED CAPIAL AND OPERATIONAL EXPENDITURE3 2011-2015 
 

EXPECTED INCOME  
INCOME FROM DAC R50 000 000.00 
INCOME FROM OTHER SOURCES: 
PARTNERS AND SPONSORS 

R50 000 000.00 

TOTAL EXPECTED INCOME R100 000 000.00 
  
EXPECTED EXPENDITURE  
OPERATIONAL  R 50 000 000.00 (R10 000 000.00 

p/a) 
REFURBISHMENT OF BUILDING R15 000 000.00 
SECURITY R 500 000 
EQUIPMENT FITTINGS ETC R 20 000 000.00 
PURCHASE OF FIXED PROPERTY R10 000 000 
BRANDING, MARKETING WEB 
DESIGN ETC 

R 1 500 000.00 

LAUNCH R 500 000.00 
PRIORITY 1: DISTRIBUTION R 6 000 000.00  
PRIORITY 2: PRODUCTION R15 000 000.00 
PRORITY 3: BROADCASTING AND 
LOCAL CONTENT PROMOTION 
BUSINESS  

R 1 800 000.00 

PRIORITY 4: EDUCATION, 
TRAINING AND DEVELOPMENT 

R 4 000 000.00  

PRIORITY 5: PUBLISHING  R 5 000 000.00 
PRIORITY 6: MANUFACTURING 
AND PACKAGING 

R 9 000 000.00 

PRIORITY 7: MUSIC HERITAGE  R 7 000 000.00 
 
GRANTS 
 
Given that the Hub is not self-sufficient at this juncture, substantial financial 
support will be required for its sustainability. 
 
THE COMPETITIVE ADVANTAGE 
 

Downtown Hub's competitive advantage is three-dimensional. One aspect of it 
is the company's ease of access for local and national prospective and current 
artists, another aspect is the fact that the business is BEE compliant to satisfy 
local corporate clients’ requirements. Finally the company is being supported 
by the Department of Arts and Culture, through which a lot of publicity is being 
done. 
 
Long-term sustainability will be achieved through client focused service 
delivery and making sure Downtown Hub is compliant with the agreement as 
set out by the Department of Arts and Culture.  
 
 

                                                 
3 These figures are conservative estimates. 
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THE MARKET 
 
The business is focused on the consumer market and will aim to adapt its 
recording offering to the needs of the local artists. The business will have a 
good footfall due to the existence of one operating recording studio. The need 
for goods and services related to the recording industry has remained robust 
in the current economic climate, where future and local artists are unable to 
afford expensive recording equipment and services. Due to the current 
economic climate, pressure on the target market may exert pressure on 
prices, but the business is will focus on low overheads to ensure it remains 
competitive. 
 
EXPANSION 
 
In order to deliver the customer focused service that is in demand Downtown 
Hub aims to make an impression on its clients through good service. 
Downtown Hub will also be establishing satellite studios across South Africa 
to make the facility accessible to a widespread client base. These satellite 
shops will be connected to the Downtown Hub in Johannesburg. 
 
FUNDING 
 
A total funding amount of R 45 000 000 is  needed in March 2012 for the 
implementation of the company’s operations.  
 
The cost amount for implementation will be backed by income figures of 
R838 729 in year 1, R1.1 mil  in year three and R1.4 in year five. 
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ZAR 800 000.00

ZAR 1 000 000.00

ZAR 1 200 000.00
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1. THE BUSINESS PROFILE 

 

1.1 Company Summary 
 

The Department of Arts and Culture, on behalf of the music sector, purchased 
the historic music recording business (Downtown Studios) to create the 
Downtown Music Hub. The mandate of the Hub is to create access and 
economic opportunities for the music role players, develop musicians, 
establish state of the art recording, manufacturing and distribution facilities 
and realign the competitive advantage of the local music sector products in 
global markets.  
 
Clients are firmly positioned at the centre of the Downtown Music Hub 
operations. Downtown Music Hub will have a client focused team, combined 
with a good service variety, that ensures a client-centric approach. The 
business will target prospective musicians to create a platform to showcase 
their talent and expose them to the South African public. 
 
Downtown Music Hub services will be focussed on the needs of its customers 
and priced at a reasonable level.  
 
The business aims to provide a close interface with clients. A big goal of 
Downtown Music Hub is to become a force to be reckoned with and create a 
well-known South African record label. The management will be supported by 
employees with experience in the music industry to ensure good management 
practice is blended with market knowledge.  
 
1.2 Product Description 

 
Downtown Music Hub will offer a facility and a platform from which 
prospective musicians can record, develop, package, market and distribute 
music to the South African market. Studios will also be available for 
rehearsing and live performance shows. 
 
The mandate of the Hub is to create access and economic opportunities for 
the music role players, develop musicians, establish state of the art recording, 
manufacturing and distribution facilities and realign the competitive advantage 
of the local music sector products in global markets. Downtown Music Hub will 
also focus to educate and teach skills regarding music. Development of new 
talent will be a big focus point. 
 
1.3 Target Market and Customers 

 

The main target market will be all musicians who do not have any recording 
facilities to advance their talent and to become known in the South African 
music industry. Through the support and development projects, the 
Department of Arts and Culture, will also implement development 
programmes in schools to expose learners to music and help develop those 
who wish to enter into the music industry. 
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1.4 Market Analysis 
 

Macro-environmental Analysis 
 
Political - South Africa’s political environment is generally regarded as stable 
and, with the 2009 presidential election completed, it is anticipated that the 
current general stability will continue to create an enabling environment for 
industry growth. 
 
Economic - The GDP in South Africa has been on the rise in recent years 
due to increased disposable income among the middle class black South 
Africans, as a result of Black Economic Empowerment (BEE) and the rising 
demand for goods and services from the Southern Africa Development 
Community (SADC) region. The CPI is outside the Central Bank’s target 
range of 3%-6%, forcing Monetary Authorities to respond by dropping interest 
rates. The interest rates are relatively low compared to the countries were 
some of the international competitors are based, therefore Downtown Music 
Hub aims to keep the utilisation of the loan facility to a minimum. 
 
Social – Thanks to the increase in disposable income of South Africa's black 
community, the market has shown growth since the end of the apartheid era 
in 1994. Although the country has high crime and HIV/AIDS infection rates, 
neither of these poses a risk to the overall stability of both the country and the 
business. Downtown Music Hub is sympathetic to the socio economic needs 
of the area where it operates, and aims to give back to the community in the 
form of employing and empowering local workers. 
 
Technology - Like any other emerging economy in the world, South Africa is 
fast becoming technologically driven. New technology that appears on the 
market enables businesses to produce higher quality products in less time. 
Downtown Music Hub will gladly take full advantage of technological 
advancements to enhance its service offering to clients. The business will 
seek to stock the latest recording studio technology.  
 
Having analyzed the macro-environment, an analysis of the industry and 
business is necessary to contextualize the operating environment to 
determine how the company will position itself.  The Porter five forces model 
was employed for industry analysis, while a SWOT analysis was carried out 
for the firm. 
 

1.5 Industry Analysis 
 
In analyzing the music industry with focus on recording, Porter’s five forces 
model focuses on how external forces drive industry competitiveness, which 
are potential entrants, buyers, suppliers, substitutes and how industry 
competitors (or rivals) impact on the firm. Below is a diagram illustrating how 
the industry forces interact: 
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Figure 1: Analysis of Industry Structure – Industry Forces  
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An industry analysis in terms of rivalry, power of buyers, and power of 
suppliers, threat of entry and threat of substitute products reveals the 
following: 

• Threat of substitutes – there are various “self-made” recording studios 
nationally and locally to the area. Larger well established role players are 
Sony, Gallo, EMI BMG and SABC, which are well respected and 
established record labels in South Africa. However Downtown Music Hub 
plans to offer state of the art equipment to the clientele. Downtown Music 
Hub will also be much more accessible via satellite studios, thus taking 
the services to the people. The business will constantly perform a detailed 
client requirement and specification analysis to ensure the services 
remain focused on popular sales lines.  

• Threat of entry – there are few restrictions to enter the industry. The 
main restriction relates to capital investment in the studio fittings and state 
of the art equipment which limits new entrants to enter the market. A 
further barrier to consider is industry know-how and experience. 
Downtown Music Hub will employ staff with ample industry specific 
experience to ensure it is able to address industry related problems and 
risks before the business suffers a loss. In addition to this Downtown 
Music Hub training its own workforce through an internal training program 
developed specifically for the business.  

• Power of suppliers –there are a number of suppliers selling equipment 
that enables people to do recordings, e.g. The Sound Shop, which makes 
it easier for new entrants to the sector. Due to the number of studio 
equipment suppliers, it is easy to negotiate better prices and the 
possibility of consignment stock to assist recording studios during the 
start-up phase. Various suppliers’ initiatives also assist the business in 
marketing itself. 
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• Power of buyers – due to the availability of competitors in the market 
there is a relatively wide choice service available to musicians; hence they 
have relatively high bargaining power. The Downtown Music Hub Board is 
of the opinion that price will be determined by the value of the product 
offering, which will allow for the inclusion of a competitive margin in line 
with the rest of the industry. The backing of the Government will all also 
entice prospective clients. It is quite expensive utilizing the services of 
large recording studios where Downtown Music Hub will focus not so 
much on pricing, but more on developing clients to stardom level. 

• Rivalry – the music industry in South Africa is dominated by Sony, Gallo, 
EMI BMG and SABC, but there are a number of niche retail points which 
are not covered by these larger corporations. These big companies do not 
specialize in the development of artists and make it quite difficult to obtain 
contracts. It is Downtown Music Hub’s aim to tap into this niche market in 
the South African market. The company will develop artists and expose 
them to the public via Downtown Music Hub’s own radio station. There is 
relatively tense rivalry in the industry, as evidenced by the fairly narrow 
disparities in prices.  There is little differentiation in the products offered 
by several key players in the market – a recipe for significant rivalry. 
However the customization and exclusivity of services offered by 
Downtown Music Hub, together with the client relationship nurturing and 
development strategy, strengthens the business’s ability to compete for 
customers. 

 
SWOT 
 
The SWOT profile of Downtown Music Hub is shown hereunder: 

 

Strengths Weaknesses 

• Government backing. 
• Strong focus on client service. 
• Modern and new shop fittings. 
• Black empowerment and community 

involvement initiatives. 

• The business is a new player in the 
market. 

• Pressure on resources to establish 
the business in the market. 

• Out dated studio equipment. 
• Unknown brand amongst South 

Africans. 

Opportunities Threats 

• Unfulfilled customer needs. 
• Introduce new business lines. 
• Development of prospective artists. 
• Becoming a preferred brand record 

label. 
 

• Shifts in customer requirements 
and expectations. 

• Advancement of competitors’ 
studios. 

• Securing facilities. 

 
1. Measures that will be implemented to maintain and enhance the 

“strengths” include: 
• Ensure that, through Government backing, musicians will be attracted. 
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• Marketing will be focused on the area and local communities. 
• Protect competitive advantage through maintaining high standards of 

service and quality. 
• Keep abreast of developments to remain in-touch with market needs and 

technological advances. 
 
2. Measures that will be implemented to address the “weaknesses” include: 
• Revise and review the marketing plan to ensure the business is promoted 

through a range of marketing techniques. 
• Protect resources and keep costs under control to ensure the business 

has sufficient money available for expansion and to weather economic 
downturn periods. 

• Obtaining new technology studio equipment. 
• Building a strong brand amongst clients.  
 
3. Measures that will be implemented to take advantage of “opportunities” 

include: 
• Developing and implementing coordinated sales and marketing strategies 

to capture the target market especially to address customer needs. 
• The company will reinvest profits into the business for future growth and 

expansion. 
• Sustain high standards to ensure a good reputation for referral and 

repetitive business. 
• Develop and support new talent to a row to their potential. 
 
4. Measures that will be implemented to minimize the impact of “threats” 

include: 
• Establish a customer feedback program to maintain a good reputation to 

differentiate from the competition. 
• Ensure the company develops the staff to remain ahead of changing 

technology and products. 
• Remain aware of new technological developments which may impact on 

the industry to ensure the most advanced equipment is available to the 
clients. 

• Create a safe and secure environment for clients to utilize facility, e.g. 
better parking and security measures. 

 

1.6 Market Needs and Growth Trends 
 

A recent study by Jonathan G. Shaw from Ibilion Music: Consulting has 
indicated the following: (Here is an extract of findings.) 
Past, Present and Future Directions in the South African Music Market 
 
Past 1999 - 2009 
 
• Needle-time rights were granted to sound recordings when the Copyright 

and Performers Protection Acts were amended in 2002, and came into 
effect with the regulations of needle-time collection societies being passed 
in 2006. 
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• Increase in the number of independent record and publishing 
companies. Over 600 new companies have started since the turn of the 
millennium fuelling local content creation and production. 

• There has been a drive toward formalization of music business 
education. Since 2005 there has a proliferation of courses and textbooks 
being developed on the subject, fuelling much needed research and 
standardization of understanding the industry. 

• Piracy in physical formats increases along with the rise of digital piracy. 
• The live music sector grows with an increase in festivals specifically 

around music or that include music in their activities. 
• Development of local music television with the introduction of DSTV 

channels such as Channel O, MTV Base and One Gospel. 
• Formalized sound engineering qualifications in a competitive 

environment. 
• Commercial radio environment broadens with an increase in stations as 

well as annual revenue. 
• While collective management organizations (SAMRO and SARRAL) have 

been operating since the 1960s, along with NORM (1970s) and RiSA 
(ASAMI, since 1980s), the music industry in the last decade began 
unifying with collective bargaining through the formation of the many 
organizations and societies that represent its interests (such as AIRCO, 
CASA, SAMPRA, POSA, CWUSA/MUSA, NMSA, SADMA, SADJA, 
SAMEX, SAMPA, SARA, MMFSA), as well as through conference and 
networking platforms (Moshito, Music Exchange, Gospel Music 
Convention, SAMC). 

• Introduction of non-mainstream awards events, such as the South 
African Traditional Music Awards and Gospel Music Awards, to compete 
with the South African Music Awards. 

• Government has taken an active interest in the music sector: following 
the CIGS report in 1998 and the MITT report in 2001, many provinces 
have embarked on active research into the local music industry. The 
Cape MIC organization is a direct result of these endeavors. 

• By the end of the decade, compact disc became the dominant medium 
for music in South Africa, with a decline in cassette but increase in DVD 
formats. 

• Market growth and stability in niche-culture markets such as Afrikaans 
and Kwaito. 

 
Present 2010 
 

• Aftermath of the 2010 World Cup and the music sector: SABC PBS radio 
played 100% local music during and after the event, although this has 
been reduced to 70% from October 2010. Freshly Ground, amongst other 
acts, found international exposure. 

• Government interaction with music sector: a meeting with President Jacob 
Zuma was held in early 2010 opening doors to further sector 
development. The Department of Trade and Industry has now started 
focusing on the music sector in more detail. Anti-piracy initiatives by have 
been initiated as well. 

• Formation of the all-encompassing industry body MIFSA. 
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• As of September 2010, the liquidation of SARRAL is in effect. 
• Reluctance of the SABC to pay royalties, both for music and video public 

performance. RAV is still fighting to be paid while SAMRO has recently 
concluded an agreement. Local independent music videos have been 
able to find placement on SABC TV stations as major record companies 
withdraw their video content. 

• “Living human treasure” initiative by Government to identify and promote 
local artists. 

• Live venues for music remain a challenge. 
• SAMPRA awaits a distribution of needle-time worth some R13 million. 

They are embroiled in court cases with certain users over collection of 
royalties as well as CIPRO, who disputes their distribution plan. 

• Reluctance of media to play local content, mainly due to perceived lack of 
quality recordings/videos. 

 
Future 2011 – 2021 
 
• Convergence of record company and music publisher roles. 
• Sales of recorded music dominate online in digital formats through paid-

for downloads, while there is a decrease and phasing out of physical 
formats. Ultimately, consumers may pay blanket fees (included within 
internet connection fees) that are distributed amongst the recording and 
publishing sector for the use of “free” music. Alternatively, a myriad of 
music delivery methods and business models exist, serving a variety of 
choice in the purchase of music. (For example, subscription services that 
allow access through a listening device that is connected to a central 
database of recorded music – this is treated as an interactive music utility 
service. Users never actually need to store music.) 

• Reduction of record sales as a direct form of income; other licensing 
areas become emphasized to leverage income from records, such as 
needletime and “master-use” (synchronization) library/mood/production 
uses such as films, adverts, documentaries and television series. 

• Live music plays a more vital role for musicians along with brand leverage 
opportunities. 

• Social networks and search engines replace radio and television as music 
“chart makers”. The number of online friends, likes, views, status updates 
and clicks temper traditional media’s influence on popularity of music. 

• First “Class A” international South African superstar based in South 
Africa. 
 

The following report on the South African music industry was 
commissioned by DACST. 
 

The statistics used in this section were obtained from ASAMI, the Central 
Statistical Service, the Department of Trade and Industry, SAMRO, SARRAL 
and the MBI World Report. 
 
Price Structures in the South African Music Industry: 
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The average retail price for a compact disc in the South African market is $17 
and for a cassette $9. When compared to Brazil where the respective prices 
are $18 and $8 it would seem that music is not over-priced in South Africa.  
 
The price of a compact disc is composed of a variety of different elements. 
The following table presents an ideal typical breakdown of the various 
components of a R100 compact disc. 
 

 

Gross turnover
32 

 
The South African music industry is worth approximately R974.7 million. This 
figure is composed of: 
• Album sales at wholesale costs - R585,8 million33 
• Performance Copyright Revenues - R86,3 million34 
• Mechanical Copyright Revenues - R86.3 million35 
• Retail - R146,3 million36 
• Sound and Lighting - R70 million 
 
There are two important caveats to this figure: 
• There are no immediate ways of capturing how much of this turnover 

stays within the South African economy, as the Reserve Bank does not 
capture royalty flows for the music industry. 

• A degree of duplication may exist in the turnovers between the different 
sectors of the music industry. That said, we have tried to eliminate 
obvious areas of overlap, for example we have estimated the value of the 
retail sector to be 25% of the wholesale value of the sound recording 
industry rather than focusing on the entire turnover of the retail sector 
which incorporates wholesale prices. 
 

In addition to the revenues of the core music industry, adspend on radio 
stations, which relies heavily on music as part of their programming, equalled 
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R595 million during 1996 37. Excluded from the core of the music industry are 
the revenues that would accumulate from: 
• music clubs; 
• live concerts and musicals; 
• music education; 
• music video production; and 
• those companies that supply the materials necessary for the production of 

cassettes and compact discs. 
 

   

 
 
Employment 

 
Given the fragmented nature of the industry and the absence of official 
statistics on employment in the music industry, it is difficult to provide accurate 
employment figures. The Cultural Strategy Group has adopted the approach 
of extrapolating employment figures from the accurate figures obtained from 
the largest companies in each section of the value chain to the rest of the 
sector.  
 
These figures reflect estimated employment in the core music industry and 
thus exclude supply-side employment, such as lecturers in training 
institutions, waiters in clubs, workers in companies that supply music 
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manufacture plants, as well as hawkers who derive part of their income from 
the sale of music. 
 

 
 
 
Firstly, the core music industry is a significant employer providing a source of 
income to over 12,000 people. If one were to take account of jobs in the 
supply-side environment and in the service sector that are indirectly 
dependent on music, that figure would increase dramatically.  
 
Secondly, with the exception of record companies, distribution, manufacturing 
and promotion, the majority of the industry is based on contract labour or part-
time employment. This is particularly the case in the staging of concerts, 
festivals and live events.  
 
Also the majority of employment is to be found at the foundations of the 
industry. Musicians and composers constitute the greatest percentage of 
people working in the music industry. Whilst this work is very rarely full-time, it 
provides a point of access into the job market for thousands of people, as well 
as access to income. The challenge is to provide a more stable source of 
income for that sector of the music industry, both because they represent the 
largest and most unstable employment category in the industry and because 
they are the raw material that forms the bedrock of any successful music 
industry.  
 
The Oppikoppi Festival provides a good example of the amount of 
employment that can be generated in the music industry on a part-time 

basis
44

. The Oppikoppi Festival is a four-day music festival that showcases 
South African music. Oppikoppi costs a total of R1.5 million to stage. That 
amount employs 293 people, ranging in occupation from lighting engineers to 
manual labourers, and pays for a total of 400 musicians and their technical 
teams to play at the Festival. Thus the Festival directly generates employment 
of close on 700 people for a four-day period. In addition, further jobs are 
generated by the Festival as entrepreneurs run flea-market stalls that sell 
everything from beer to CDs. 
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Incomes 
 
Incomes for the largest grouping in the music industry (musicians and 
composers) vary greatly depending on their status, popularity and technical 
expertise. Thus some musicians earn little more than R1,000 per month. 
Others, who are consummate session musicians and teachers, earn in the 
region of R12,000 per month. Those who have a public following can earn 

anything between R350 to R20,000 per gig
45

. Whilst no definitive statistics 
exist on income patterns in the music industry, expert sources indicate that 
the majority of musicians and composers would be earning little more than 
R1,000 per month and the higher earners in the industry are the exception 
rather than the rule. 
 
In the live industry (concerts, festivals and clubs) minimum incomes vary 
between R1,500 per month for a stage hand to R5,500 per month for a sound 
engineer. These figures indicate minimum rates and, again, there can be 
considerable variance depending on the skill levels and reputation of a 

particular person
46

. 
 
In the core of the music industry - record companies and manufacturing - 
salaries again vary between less than R2,000 per month for a cleaner to in 

excess of R13,000 for a senior executive
47

. 
 
These income profiles in many ways mirror the structure of other South 
African industries with a wide disparity in earning levels. However, they also 
reflect the instability of, and disparity in, earnings that is characteristic of the 
global music industry in which some artists are multimillionaires and others 
are paupers. Given the cyclical nature of these industries, as well as their 
overwhelming dependence on market trends, it seems unlikely that the 
insecurity in earnings can be overcome. However, it is essential to ensure that 
the industry expands in order to provide a regular income to the majority of its 
participants, for if this does not occur these skills may well be lost to the 
industry. 
 
 
The business will focus to build and expand its targeted client base in South 
Africa. The unique customer and development focus approach of Downtown 
Music Hub will enable the business not only to gain new customers, but also 
sell a wider range of products to existing clients.  
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Delivery Mechanisms - Radio Stations
66

 
 
After the 1994 elections, the Independent Broadcast Authority (IBA) undertook 
to ‘free the airwaves’. This decision has had a significant impact on the music 
industry as it has resulted in an increased number of stations to deliver music 
to the market. The IBA has granted three types of radio station license - 
public, private and community. 
 

 

 

 
 
The narrower focus of these stations, coupled with their geographical spread, 
has meant that record companies are more able to market their product to 
particular market segments. The exposure of sound recordings on radio is an 
essential component of ensuring the success of a particular artist. By 
example, record companies who have specialised in recording kwaito have 
been well-supported by the emergence of Y-FM as a popular youth station 
that supports this genre. Y-FM is estimated to have 900,000 listeners and 
their support of kwaito and other urban youth musical forms is credited with 
assisting the growth in those genres. 
 

The exposure of South African music has been given a further boost by the 
promulgation of Local Content Legislation. At present the Independent 
Broadcasting Authority South African Music Regulations (1997) require that 
any station that devotes more than 15% of its broadcasting time to music is 
compelled to ensure that:  
• at least 20% of the works that are played are South African music; and  
• music is spread evenly through the performance period.  
(Government Gazette No. 17939 25 April 1997). 
 
In addition to the requirements of local content legislation, the license 
agreements of many community radio stations have committed them to 

playing more than the 20% local quota
67

.  
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Almost without exception the interviewees identified local content legislation 
as being integral to the growth of the local music industry. Fred Withers, 
former Managing Director of GALLO and now Managing Director of Exclusive 
Books, had the following to say: 
 
“If one has high local content it creates the basis for a demand pull for local 
music. This creates an incentive for record companies to invest in the 
production of local product.” 
 
Amongst Black teenagers:  
• 57% listened to the radio yesterday  
• 36% watched TV yesterday  
• 25% read magazines  
• 9% read newspapers  
• 6% went to the cinema in the past 12 weeks 
 
Amongst Coloured, Indian and White teenagers:  
• 62% listened to the radio yesterday  
• 87% watched TV yesterday  
• 64% read magazines  
• 34% read newspapers  
• 39% went to the cinema in the past 12 weeks.  
 
Likewise, research conducted by the CSS in 1995 showed that the vast 
majority of South African households own radio sets. This combination of high 
media consumption amongst the youth, as well as a clear majority of South 
Africans owning the technological hardware necessary to receive music, 
together with a media that is increasingly supportive of the local industry, 
bodes well for the development of the music industry. 
 
The broadcast media is undoubtedly contributing to the growth of the music 
industry by informing domestic consumers of the available music products, be 
they in the form of albums, concerts or live music venues. This role is critical 
to the growth of a consumer base that is aware of and supports the domestic 
music industry. The growth of the South African music industry will be strongly 
influenced by increased exposure of South African music on radio.  
 
Yet radio broadcasting is not without problems. Payola, a practice of paying 
DJs to play particular songs, is alleged to be widespread in the music 
industry. The result of this practice is that songs are given considerable 
airtime, not on the basis of merit but because DJs have been paid to do so. A 
number of radio stations have introduced play-lists in an attempt to counter 
this problem. 
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Music Industry Development Initiatives 
 
Australia represents the best case of a state dedicated to the development of 
the music industry. In a ten year period, starting in 1987, a total of five 
economic and statistical profiles of the music industry have been 
commissioned. These reports laid the foundations for a variety of government 
and private sector initiatives.  
 
One of the most significant initiatives is AusMusic. AusMusic provides 
educational and training material on the music industry. This educational 
program runs throughout schools to a tertiary level and provides expertise on 
all aspects of the music industry. The impact of this educational initiative has 
been to provide aspirant entrants into the music industry with a variety of 
different career paths, as well as with mobility within the industry. The creation 
of broadly skilled and informed professionals within the music industry has 
been critical in increasing efficiencies in the industry.  
 
Radio stations have also played a critical role in the exposing and 
development of Australian music. Triple Jay Radio launched an initiative, 
called the Unearth Campaign, to discover and record musical talent in areas 

that fell outside the major metropolitan areas
78

. The Unearth Campaign 
consisted of a mobile recording studio staffed by two sound engineers, who 
toured Australia recording artists who operated outside of the geographical 
music industry cluster. The recordings were then given national airplay, in so 
doing exposing both the music industry and the market to artists who may 
otherwise not have been heard. Through this project the Australian music 
industry was able to utilise far more of their human resource base than if they 
had only operated within the existing cluster. 
 
In addition to these initiatives, the Australian Government has been actively 
involved in building the music industry. Amongst other initiatives, they started 
the Music Industry Development Assistance Scheme (MIDAS) that aims at 
developing new talent and supporting touring, export and business 
development.  
 
During 1997 the Australian Government also committed a further $770,000 
(Australian Dollars) to the promotion of domestic talent in the export market. 
In addition to these initiatives by the National Government, State 
Governments have also been actively involved in the promotion of cultural 
development and have often formulated regionally specific development 
plans.  
 
Whilst the Australian market is dominated by international products, these 
various initiatives have been critical in bolstering the international profile and 
success of Australian bands such as Midnight Oil; INXS; Savage Garden; 
Silver Chair and Yothu Yindi, to name but a few of the Australian bands that 
have burst onto the international stage over the last 12 years. 
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Regardless of the economic climate, the broader consumer and end user 
remains confident in the future (see consumer confidence matrix below). This 
matrix is the result of a recent research study conducted by the faculty of 
Economic and Management Sciences of the University of the Free State, 
which illustrates that the majority of South African consumers are led by a 
positive outlook when it comes to buying behaviour. 
 
Figure 2: Consumer attitudes 

 

 
 
This positive consumer attitude is further supported by research that found 
that there has been a rapid increase in people entering the middle-income 
group in South Africa and, with the economy growing at above five percent, 
these numbers will continue to grow at a healthy pace. Business has followed 
a similar trend with more people opting to run their own business than seeking 
traditional forms of employment. 
 
1.7 Pricing Power  
 
Even though the Government will back this project, it is the aim of Downtown 
Music Hub to have a well thought through pricing strategy that enables it to 
sell products at competitive prices supported by great service. The business is 
not able to compete on price alone as the national competitors are able to 
secure better deals with performing artists. Downtown Music Hub’s customer 
service offering is designed to offer customers a one-stop easy access 
solution, thereby allowing the company to offer its products at an enhanced 
margin. This allows both the customer and the organisation to benefit. 
Therefore, the organisation’s pricing strategies are aligned to processes and 
systems based on customer satisfaction and achieving market share, rather 
than traditional processes, such as higher or lower prices or only considering 
the five forces of the market. 
 
Customers targeted will recognise the service level and good variety of the 
products, and therefore are less concerned with the cost of the products 
themselves. Recent research in the above showed the impressive growth as 
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far as product status under consumers. The pricing power of the business will 
be further enhanced by the standard of the services provided. 
 

2. THE VISION AND THE PEOPLE 
 
Downtown Music Hub is driven by the management team’s experience in the 
music industry combined with the passion to create employment. The 
business will be managed by a professional team with diverse backgrounds 
representing the work force and enforcing the company’s vision, mission and 
values. 
 
2.1 Vision, Mission and Values 
 
The organisation is a business headed by disadvantaged managers and staff. 
The business will create work for young black people between the ages of 18 
and 35 years of age. The vision for Downtown Music Hub is to create a 
sustainable and profitable business that will benefit South Africa.  
 
Downtown Music Hub’s vision is: 
The Downtown Music Hub shall become the catalyst (agent of change) for the 
advancement of human capital development, job creation and 
entrepreneurship in the music industry. This will be done in a sustainable 
manner to facilitate the economic empowerment of South African artists and 
other industry role players in the value chain, specifically those from 
previously disadvantaged communities. 
 
Downtown Music Hub’s mission is: 
The Downtown Music Hub stands for the development and empowerment of 
entrepreneurs, primarily amongst previously disadvantaged individuals and 
groups, within the music industry and the creation of entities, structures and 
processes which reflect the demographics and values of the wider society. 
 
Downtown Music Hub’s values are: 

• Service excellence – we strive to be the leader in terms of added value 
and responsiveness to our clients’ needs 

• People – we can never lose sight of the fact that people are the core of 
our business. This includes both staff and clients. We treat people with 
the respect and dignity they deserve. 

• Best value – value does not necessarily mean that we are the cheapest. 
We consciously try to balance the cost / benefit ratio in such a way that 
our clients get the best possible results at the most reasonable rates. 

• Empowerment – staff are provided with the training and authority to deal 
with customers’ requirements at the lowest possible level, ensuring 
maximum responsiveness to their needs. 

• Growth – every prospective customer deserves the best standard of 
service we provide. It is our duty to market our products in such a way 
that customers are aware of them and the values we represent, so that 
they have the opportunity of acquiring the goods and equipment of the 
most suitable provider available. 
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2.2 The People 
 
Downtown Music Hub is a valued employer and a fully compliant business 
that will employ approximately six staff, but will expand in due course. A lot of 
time and money will be spent on the development and training of employees. 
 
The breakdown is as follows: 
1. CEO 
2. PA to CEO 
3. Bookkeeper 
4. Maintenance person 
5. Studio controller (bookings, etc.) 
6. A sound engineer 
 
2.2.1 Management Team 
 

The CEO, Chola Makgamathe, will be taking care of the management of the 
business, supported by a team with experience in the music industry. CV 
attached in Appendix. 
 
Over and above, the Board of Directors will make the decisions to steer the 
company in the right direction.  
 
2.2.2 Background and Educational Credentials 
 

Board of Directors: 
 

• Don Laka: An entrepreneur, one of the first black people to own a fully-
fledged record company and recording studio, only qualified mixing and 
mastering engineer in the SADC region. 

• Nothemba Mlonzi: A lawyer by profession, a commercial lawyer and 
acting Judge; she is also an entrepreneur. 

• Hotep Galeta: A musician, academic; project manager for the Miriam 
Makeba Performing Arts Centre in the Eastern Cape, came to 
Johannesburg to establish the Hugh Masekela Academy for Performing 
Arts. 

• Yvonne Chaka Chaka: A musician and a United Nations Goodwill 
Ambassador. 

• Oupa Lebogo: A producer, Secretary General of CWUSA, a songwriter 
and Vice President of the Federation of International Musicians. 

• Lindumuzi Mngoma: A musician with a focus on choral music. 
• Nomavuso Mnxasana: An accountant who sits on a few boards and is an 

aspiring entrepreneur. 
• Greg Maloka: The Managing Director at Kaya FM and a Director of DJs 

Unite and Madlosi Entertainment. 
• Mandla Maseko: The Managing Director of Black Eagle Sound, he is also 

the Deputy Chairperson of the Association of Independent Record 
Companies (AIRCO) and the General Secretary of the Music Industry 
Federation of South Africa (MIFSA). 
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2.2.3 Investment in the community 
 
Downtown Music Hub, with the support of the Arts & Culture Ministry, will be 
creating an opportunity for people to become self-employed through their 
artistic skills and talent. Downtown Music Hub will help to develop artists to 
stardom. The business will also sponsor events in the local community as part 
of a program to invest in the local community and schools.  
 

3. THE ORGANISATION 
 
3.1 Company Ownership 
 
The company is registered as a section 21 entity.  

 

4. ASSURANCES 
 

4.1 Insurance  
 

The business will require insurance for the fittings and equipment, as well as 
the stock. The business will also obtain Public Liability cover. 

 
4.2 Internal Controls 
 
As a public entity the business will implement controls to comply with various 
regulations set out in the Public Finance Management Act (PFMA), 1999 (Act 
No. 1 of 1999) and the associated Treasury Regulations. 
 
 

5. PREMISES 
 
The core of the premises for Downtown Music Hub is situated in the heart of 
Johannesburg. Downtown Johannesburg has been through numerous 
incarnations. In the past decade, ongoing efforts by the Johannesburg 
Development Agency as well as private developers have slowly worked to 
make certain areas usable (if not entirely liveable) once more. 
 
Johannesburg had a party to celebrate R1,1-billion worth of improvements to 
buildings in its central business district. The area is again becoming a 
desirable place to live and work.  The driver of this improvement program is 
the Urban Development Zone (“UDZ”) tax incentive scheme.  
 
The UDZ is an exciting initiative designed to support the revitalisation of inner 
city areas. Under the incentive, tax-paying investors within the designated 
area are allowed to deduct from taxable income their entire investment in 
refurbishing their property over a period of five years, at the rate of 20 
percent.  
 
Downtown will spend around R10 million on building refurbishment and 
professional advisors will be used to ensure the business will be able to 
benefit from the UDZ tax incentive available. 
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In addition to the gentrification projects related to building improvements there 
is also an awaking to artists to use the inner city spaces to express their 
artistic skills. Some these expressions manifests itself in the street art 
projects, the fashion district developments and the rebirth of night life 
entertainments in the area. 
 
The premises are already secured and ready for revamping and for the new 
state of the art equipment to be installed. The management will arrange to put 
in the necessary infrastructure to ensure the business premises are 
functional.  The Board of Directors will liaise with the Department of Arts and 
Culture to establish a development programme and marketing strategy. 
 
The locations for prospective satellite studios across South Africa will be 
identified and discussed by the Board members and represented to the 
Minister of Arts and Culture. 
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6. ACCOUNTING & CASHFLOW 
 

6.1 Accounting Assumptions 
 
The forecasted accounting and cash flow figures for Downtown Music Hub are 
based on the following key assumptions: 
  
Expansion outlay: The expenses that will be incurred in 2009/ 2010 will consist of:

R

Mch 2010 Mch 2011 Mch 2012 Mch 2013 Mch 2014

Building  -  - 9 772 882  -  - 

Recording Studio / Offices 20 922  - 12 300 501  -  - 

Cash 120 358  - 22 926 617 15 000 000 15 000 000 

Total costs 394 201  - 45 000 000 15 000 000 15 000 000 

DAC grant:  - 40 000 000 10 000 000 10 000 000 

Other sources:  - 5 000 000 5 000 000 5 000 000 

Total Funding  - 45 000 000 15 000 000 15 000 000 

Debtors / Current Assets

The business expect debtors to be around 2.5 months worth of turnover.

Expenses assumptions Mch 2010 Mch 2011 Mch 2012 Mch 2013 Mch 2014 Increase 

Advertising and promotions  - 284 260 301 315 319 394 338 558 6%

Auditors fees 95 424 101 149 107 218 113 651 120 470 6%

Bad debts 12 700 13 462 14 270 15 126 16 034 6%

Bank charges 2 057 2 180 2 311 2 450 2 597 6%

Cleaning 179 110 189 857 201 248 213 323 226 122 6%

Discounts given 3 848 4 079 4 324 4 583 4 858 6%

Electricity and water 245 455 260 182 275 793 292 341 309 881 6%

Equipment Hire 35 036 37 138 39 366 41 728 44 232 6%

Interest paid 21 818 23 127 24 515 25 986 27 545 6%

Insurance 28 374 30 077 31 882 33 795 35 823 6%

Management fees 31 800 33 708 35 730 37 874 40 146 6%

Medical aid contribution 118 877 126 010 133 571 141 585 150 080 6%

Motor vehicle expenses 20 650 21 889 23 202 24 594 26 070 6%

Payroll administration 3 537 3 749 3 974 4 212 4 465 6%

Printing and stationery 7 929 8 404 8 908 9 442 10 009 6%

Rates 51 427 54 513 57 784 61 251 64 926 6%

Repairs and maintenance - Building 132 104 140 030 148 432 157 338 166 778 6%

Repairs and maintenance - Furn & Fitt 1 330 1 410 1 495 1 585 1 680 6%

Repairs and maintenance - Recording Equip43 695 46 317 49 096 52 042 55 165 6%

Repairs and maintenance - Recording Equip45 476 48 205 51 097 54 163 57 413 6%

Security cost 436 223 462 397 490 141 519 549 550 722 6%

Staff welfare 23 726 25 149 26 658 28 257 29 952 6%

Stock adjustment 550 583 618 655 694 6%

Sundries 1 503 1 593 1 689 1 790 1 897 6%

Telephone, postage and fax 102 227 108 360 114 862 121 754 129 059 6%

UIF and SDL 10 556 11 189 11 860 12 572 13 326 6%

Project spend: Priorities  - 284 260 6 961 315 12 349 194 11 161 558 

In general: Expenses inflation is estimated at 6%.

Salary inflation is estimated at 8%.  
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Income

Sales volumes are based on the following formula: 6% inflation

Rec time Hours/day Days/week Weeks/pa =Volume Rate/hr Cost

Mch 2010 4 5 52 1040 500.7 1.1 Recording hours sold in a year

Mch 2011 4.5 5 52 1170 530 1.2 Recording hours sold in a year

Mch 2012 5 5 52 1300 560 1.3 Recording hours sold in a year

Mch 2013 5.5 5 52 1430 590 1.4 Recording hours sold in a year

Mch 2014 6 5 52 1560 630 1.5 Recording hours sold in a year

Tapes Tapes/day Days/week Weeks/pa =Volume per Tape Cost

Mch 2010 0.5 5 52 130 58.4 1.1 Tapes sold in a year

Mch 2011 0.6 5 52 156 62 1.2 Tapes sold in a year

Mch 2012 0.7 5 52 182 66 1.3 Tapes sold in a year

Mch 2013 0.8 5 52 208 70 1.4 Tapes sold in a year

Mch 2014 0.9 5 52 234 74 1.5 Tapes sold in a year

Gallow Afr.Artist Units =Volume Income Cost

Mch 2010 1 1000 1000 4.8 0.0 Studio hours sold in a year

Mch 2011 2 1000 2000 5.1 0 Studio hours sold in a year

Mch 2012 3 1000 3000 5.4 0 Studio hours sold in a year

Mch 2013 4 1000 4000 5.7 0 Studio hours sold in a year

Mch 2014 5 1000 5000 6 0 Studio hours sold in a year

FSP Inc Tennants Months =Volume Rent (net) Service fee

Mch 2010 5 12 60 4845.7 246.3 Property income

Mch 2011 5 12 60 5100 260 Property income

Mch 2012 5 12 60 5400 280 Property income

Mch 2013 5 12 60 5700 300 Property income

Mch 2014 5 12 60 6000 320 Property income

       
       

6.2 Use of the funds 

 
Expansion outlay: The expenses that will be incurred in 2009/ 2010 will consist of:

R

Mch 2010 Mch 2011 Mch 2012 Mch 2013 Mch 2014

Building  -  - 9 772 882  -  - 

Recording Studio / Offices 20 922  - 12 300 501  -  - 

Cash 120 358  - 22 926 617 15 000 000 15 000 000 

Total costs 394 201  - 45 000 000 15 000 000 15 000 000  
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6.3 Projected Financials 
 
Figure 3: Projected Income Statement For Each Year  
 
 Mch 2010 Mch 2011 Mch 2012 Mch 2013 Mch 2014

R R R R R

Sales 838 729 961 572 1 097 012 1 241 060 1 409 316

Variable Cost 1 344 3 081 13 127 14 493 15 991

Direct Costs of Goods 1 344 3 081 13 127 14 493 15 991

 

Contribution 837 385 958 491 1 083 885 1 226 567 1 393 325

Contribution Margin % (PV Ratio) 99.84% 99.68% 98.80% 98.83% 98.87%

Other income  -  - 45 000 000 15 000 000 15 000 000 

Grand 45 000 000 15 000 000 15 000 000

Total Operating Expenses 2 465 788 4 243 294 17 604 160 20 946 187 20 203 345

Payroll 810 356 1 915 833 3 557 101 3 841 668 4 149 000

Advertising and promotions 284 260 301 315 319 394 338 558

Auditors fees 95 424 101 149 107 218 113 651 120 470

Bad debts 12 700 13 462 14 270 15 126 16 034

Bank charges 2 057 2 180 2 311 2 450 2 597

Cleaning 179 110 189 857 201 248 213 323 226 122

Depreciation 4 184 4 924 385 2 464 285 2 464 285

Discounts given 3 848 4 079 4 324 4 583 4 858

Electricity and water 245 455 260 182 275 793 292 341 309 881

Equipment Hire 35 036 37 138 39 366 41 728 44 232

Interest paid 21 818 23 127 24 515 25 986 27 545

Insurance 28 374 30 077 31 882 33 795 35 823

Management fees 31 800 33 708 35 730 37 874 40 146

Medical aid contribution 118 877 126 010 133 571 141 585 150 080

Motor vehicle expenses 20 650 21 889 23 202 24 594 26 070

Payroll administration 3 537 3 749 3 974 4 212 4 465

Printing and stationery 7 929 8 404 8 908 9 442 10 009

Rates 51 427 54 513 57 784 61 251 64 926

Repairs and maintenance - Building 132 104 140 030 148 432 157 338 166 778

Repairs and maintenance - Furn & Fitt 1 330 1 410 1 495 1 585 1 680

Repairs and maintenance - Recording Equip 43 695 46 317 49 096 52 042 55 165

Repairs and maintenance - Recording Equip 45 476 48 205 51 097 54 163 57 413

Security cost 436 223 462 397 490 141 519 549 550 722

Staff welfare 23 726 25 149 26 658 28 257 29 952

Stock adjustment 550 583 618 655 694

Sundries 1 503 1 593 1 689 1 790 1 897

Telephone, postage and fax 102 227 108 360 114 862 121 754 129 059

UIF and SDL 10 556 11 189 11 860 12 572 13 326

Project spend: Priorities 284 260 6 961 315 12 349 194 11 161 558

 

Profit Before Taxation -1 628 403 -3 284 802 28 479 725 -4 719 620 -3 810 020

Taxes Incurred 0 -919 745 7 974 323 -1 321 494 -1 066 806

Net Profit for the year -1 628 403 -2 365 057 20 505 402 -3 398 126 -2 743 214

Net Profit (pre dividends) / Sales -194.15% -245.96% 1869.20% -273.81% -194.65%  
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Figure 4: Projected Balance Sheet 

 
Mch 2010 Mch 2011 Mch 2012 Mch 2013 Mch 2014

R R R R R 

NON CURRENT ASSETS  20 922  16 738 17 165 736 14 701 451 12 237 166 

Building  -  - 9 772 882 9 772 882 9 772 882 

Recording Studio / Offices  20 922  20 922 12 321 423 12 321 423 12 321 423 

.  -  -  -  -  - 

Accumulated Depreciation  -  ( 4 184)  (4 928 569)  (7 392 854)  (9 857 139)

CURRENT ASSETS  373 279  ( 476 722) 1 649 406 1 564 757  941 917 

Inventory  51 510  53 000  64 200  76 400  89 700 

Receivables  201 410  228 373  260 540  294 752  334 713 

Bank and cash at hand  120 358  ( 758 095) 1 324 666 1 193 605  517 504 

TOTAL ASSETS  394 201  ( 459 984) 18 815 142 16 266 208 13 179 083 

 (5 499 450)  (7 864 507) 12 640 895 9 242 769 6 499 555 

Equity  (3 871 047)  (3 871 047)  (3 871 047)  (3 871 047)  (3 871 047)

Accumulated Profits  (1 628 403)  (3 993 460) 16 511 942 13 113 816 10 370 602 

Non Current Liabilities  -  -  -  -  - 

Current liabilities 5 893 651 7 404 523 6 174 247 7 023 439 6 679 528 

 394 201  ( 459 984) 18 815 142 16 266 208 13 179 083 

 
 
Figure 5: Projected Cash Flow Statement 
 

Note Mch 2010 Mch 2011 Mch 2012 Mch 2013 Mch 2014

R R R R R

NET CASH OUTFLOW FROM 

OPERATING ACTIVITIES 4 012 328  (878 454) 24 156 144  (131 061)  (676 101)

Cash received from customers 1 637 319 934 609 1 064 845 1 206 848 1 369 355 

Cash paid to suppliers and employees 2 3 375 008  (2 732 808) 31 065 622  (2 659 403)  (3 112 262)

Cash generated by operating activities 3 4 012 328  (1 798 199) 32 130 467  (1 452 555)  (1 742 907)

Taxation paid  - 919 745  (7 974 323) 1 321 494 1 066 806 

NET CASH OUTFLOW ATTRIBUTABLE  

TO INVESTING ACTIVITIES  (20 922) 0  (22 073 383)  -  - 

Investments to maintain operations 

Acquisition of  plant & equipment  (20 922) 0  (22 073 383)  -  - 

NET CASH INFLOW FROM FINANCING  

ACTIVITIES  (120 358)  -  -  -  - 

Decrease in long-term liabilities  (120 358)  -  -  -  - 

INCREASE (DECREASE) IN 

CASH RESOURCES 3 871 047  (878 453) 2 082 761  (131 061)  (676 101)

NET CASH POSITION at beginning 120 358 120 358  (758 095) 1 324 666 1 193 605 

NET CASH POSITION at end  4 120 358  (758 095) 1 324 666 1 193 605 517 504 
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Figure 5.1 Notes on Projected Cash Flow 

 
Mch 2010 Mch 2011 Mch 2012 Mch 2013 Mch 2014

R R R R R

1 Cash received from customers

Sales 838 729 961 572 1 097 012 1 241 060 1 409 316 

Increase in trade receivables  (201 410)  (26 963)  (32 167)  (34 212)  (39 961)

637 319 934 609 1 064 845 1 206 848 1 369 355 

2 Cash paid to suppliers and employees

Revenue 838 729 961 572 1 097 012 1 241 060 1 409 316 

Profit before tax 1 628 403 3 284 802  (28 479 725) 4 719 620 3 810 020 

2 467 132 4 246 374  (27 382 713) 5 960 680 5 219 336 

Depreciation  -  (4 184)  (4 924 385)  (2 464 285)  (2 464 285)

Interest paid  -  -  -  -  - 

Working capital changes  (5 842 141)  (1 509 382) 1 241 476  (836 992) 357 211 

Increase in trade payables  (5 893 651)  (1 510 872) 1 230 276  (849 192) 343 911 

Increase in Inventory 51 510 1 490 11 200 12 200 13 300 

 (3 375 008) 2 732 808  (31 065 622) 2 659 403 3 112 262 

3 Cash utilised by operating activities 

Profit before tax  (1 628 403)  (3 284 802) 28 479 725  (4 719 620)  (3 810 020)

 -  -  -  -  - 

 - 4 184 4 924 385 2 464 285 2 464 285 

Depreciation  - 4 184 4 924 385 2 464 285 2 464 285 

Interest paid  -  -  -  -  - 

Working capital changes 5 640 730 1 482 420  (1 273 643) 802 780  (397 172)

Increase in trade receivables  (201 410)  (26 963)  (32 167)  (34 212)  (39 961)

Increase in trade payables 5 893 651 1 510 872  (1 230 276) 849 192  (343 911)

Increase in shareholders current accounts (51 510)  (1 490)  (11 200)  (12 200)  (13 300)

4 012 328  (1 798 199) 32 130 467  (1 452 555)  (1 742 907)

4 Cash

Cash and cash equivalents 120 358  (758 095) 1 324 666 1 193 605 517 504 
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Figure 6: Cost Volume Profit Analysis 
Mch 2010 Mch 2011 Mch 2012 Mch 2013 Mch 2014

Sales Mix (units)

Recording time 0.454 0.340 0.282 0.248 0.226

Tapes 0.057 0.045 0.040 0.036 0.034

Gallow Afr. 0.437 0.580 0.652 0.695 0.723

FSP Rent 0.026 0.017 0.013 0.010 0.009

FSP Service fee 0.026 0.017 0.013 0.010 0.009

Total 1 1 1 1 1

Contribution per unit

R R R R R

Recording time 499.60 528.80 558.70 588.60 628.50 

Tapes 57.29 60.80 64.70 68.60 72.50 

Gallow Afr. 4.84 5.10 5.40 5.70 6.00 

 -  -  -  -  - 

 -  -  -  -  - 

 -  -  -  -  - 

FSP Rent 4 846 5 100 5 400 5 700 6 000

FSP Service fee 246 260 280 300 320

Total contribution at the sales mix 5 654 5 955 6 309 6 663 7 027

Total contribution at the sales mix 5 154 5 426 5 750 6 074 6 399

PV Ratio (Contribution/Revenue)

Recording time 0.998 0.998 0.998 0.998 0.998

Tapes 0.980 0.981 0.980 0.980 0.980

Gallow Afr. 1.000 1.000 1.000 1.000 1.000

FSP Rent 1.000 1.000 1.000 1.000 1.000

FSP Service fee 1.000 1.000 1.000 1.000 1.000

PV Ratio of sale mix 4.978 4.978 4.978 4.978 4.977

Note: The sales mix analysis is only applicable if there are cost of sales

PV Ratio of sale mix 3.980 3.981 3.980 3.980 3.980

Fixed Costs

The annual fixed cost per annum for the planning period:

Total costs per annum 2 465 788 4 243 294 17 604 160 20 946 187 20 203 345  
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Figure 7: Fixed Cost, Break Even and Sensitivity Analysis 

 
Break even is calculated for each of the years making up the planning period.

After taking the above into account, break even can be calculated as follows:

Mch 2010 Mch 2011 Mch 2012 Mch 2013 Mch 2014

Break Even Sales R R R R R

(Fixed expenses x Revenue/Contribution)

Annual break even sales 2 469 747 4 250 327 17 635 131 20 984 962 20 241 996

Assuming sales are made evenly throughout

each year.

Monthly break even sales 205 812 354 194 1 469 594 1 748 747 1 686 833

Break Even Units (annual) Units Units Units Units Units

(Breakeven sales / Average contribution per unit as per the 

current sales mix) 6 753 15 254 74 094 97 519 99 471

Note: Break even costs are higher due to inflation, but the break even units are higher due to the rising costs due to expansion. (up to year 3)

Sensitivity Analysis Mch 2010 Mch 2011 Mch 2012 Mch 2013 Mch 2014

% Margin of Safety -194.46% -342.02% -1507.56% -1590.89% -1336.30%

The business' safety margin increases as it becomes more established.

Break Even sensitivity analysis R R R R R

Increase in fixed costs by 20% 2 963 696 5 100 392 21 162 158 25 181 955 24 290 395

Increase in variable cost by 10% 2 470 143 4 251 032 17 638 234 20 988 848 20 245 869

Decrease in selling price per unit by 10% 2 470 187 4 251 110 17 638 579 20 989 280 20 246 299

Based on the above sensitivity analysis an increase in the fixed costs

would have the greatest effect on the break even.  
 

 
Figure 8: Break Even Analysis Graph – Sales 
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Figure 9: Sensitivity Analysis Graph 
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7. FINANCING 

 

7.1 Financing Strategy 
 
The company will make use of DAC grant. 
 

7.2 Nature of Funding 
 
Funding will be used to revamp the office building and to fit new equipment. 
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8. MARKETING 
 
8.1 Market Segmentation 
 

The mandate of the Hub is to create access and economic opportunities for 
the music role players, develop musicians, establish state of the art recording, 
manufacturing and distribution facilities and realign the competitive advantage 
of the local music sector products in global markets. 
 
Although the current economic climate may put pressure on the market, we 
believe that the business will be able to penetrate the market successfully 
through good service and ease of access for customers. 
 
8.2 The Marketing Plan 
 
The business will develop a strong brand logo by being visible, attractive and 
inviting from the outside supported by complete professionalism in customer 
handling and relations. 
 
Initially Downtown Music Hub will make use of Government driven marketing 
campaigns. When the budget allows the business will also use local radio 
stations, local and residential newsletters to further market the services. The 
advertising budget will also cater for promotions with assistance from popular 
artists from time to time.  
 
The service customers receive should motivate them to come back, hence 
there will be a lot of focus on customer relations and management, ensuring 
that all needs are catered for. 
 
8.3 Advertising and Promotion Strategy 
 
The aim of Downtown Music Hub’s advertising strategy is to inform, persuade 
and remind the people and future artists about its services and location. The 
business, therefore, will tie advertising into the other promotional efforts and 
overall marketing objectives of its business. 
 
The communication media is the means by which the advertising message is 
transmitted to the customers. The following types of media categories are 
used in the organisation: 
• Print - magazines and newspapers  
• Direct mail 
• And, later on, local radio stations 
 
The promotional strategy will complement the advertising strategy and will 
include the following activities: 
• Advertising boards on the outside of the premises 
• Promotions  
• School development programmes 
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8.4 Sales Forecast 
 

An initial sales forecast was based on the market analysis as can be seen below. 
The forecast took into account an introductory phase where the service is introduced 
to its market.  
 
Figure 10: Sales Yearly 

 
Income streams Mch 2010 Mch 2011 Mch 2012 Mch 2013 Mch 2014 CAGR

Recording time 520 776 620 100 728 000 843 700 982 800 17.00%

Tapes 7 598 9 672 12 012 14 560 17 316 24.00%

Gallow Afr. 4 837 10 200 16 200 22 800 30 000 32.00%

FSP Rent 290 743 306 000 324 000 342 000 360 000 6.00%

FSP Service fee 14 776 15 600 16 800 18 000 19 200 8.00%

Total 838 729 961 572 1 097 012 1 241 060 1 409 316  
 
Figure 11: Forecasted Yearly Sales Diagram 
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8.5 Sales Strategy 

Unit Sales Units Units Units Units Units

Recording time 1 040 1 170 1 300 1 430 1 560

Tapes 130 156 182 208 234

Gallow Afr. 1 000 2 000 3 000 4 000 5 000

FSP Rent 60 60 60 60 60

FSP Service fee 60 60 60 60 60

Total Unit Sales 2290 3446 4602 5758 6914

Average sale per months 191 287 384 480 576

Sales R R R R R

      

Unit Prices

Recording time 500.75 530.00 560.00 590.00 630.00

Tapes 58 62 66 70 74

Gallow Afr. 5 5 5 6 6

FSP Rent 4 846 5 100 5 400 5 700 6 000

FSP Service fee 246 260 280 300 320

 

Total Sales

Recording time 520 776 620 100 728 000 843 700 982 800

Tapes 7 598 9 672 12 012 14 560 17 316

Gallow Afr. 4 837 10 200 16 200 22 800 30 000

FSP Rent 290 743 306 000 324 000 342 000 360 000

FSP Service fee 14 776 15 600 16 800 18 000 19 200

Total Sales 838 729 961 572 1 097 012 1 241 060 1 409 316

      

Direct Costs R R R R R

Direct Unit Costs

Recording time 1.15 1.20 1.30 1.40 1.50

Tapes 1 1 1 1 2

Gallow Afr.

FSP Rent

FSP Service fee

      

Direct Cost of Sales

Recording time 1 195 1 404 1 690 2 002 2 340

Tapes 149 187 237 291 351

Gallow Afr.

FSP Rent

FSP Service fee

Direct Cost of Sales 1 344 1 591 1 927 2 293 2 691

Contribution (as per Profit & Loss) 837 385 959 981 1 095 085 1 238 767 1 406 625

99.84% 99.83% 99.82% 99.82% 99.81%  
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8.6 The Competition and Competitive Advantage 

 
The dominance of the multinational record companies is also a feature of the 
South African market, although the greatest market share belongs to 
independent company Gallo Africa, licensed by Warner. Four of the six 
multinationals have subsidiaries in the South African market. They are: 
• BMG; 
• EMI (which also licenses Virgin Music); 
• Polygram; and 
• Sony. 

 
Together, these four companies controlled 92% of the South African market in 
the first half of 1997. BMG, Polygram and Sony have only come back into the 
South African territory in the last six years. BMG returned to South Africa in 
1992 and Sony and Polygram returned in 1995. Prior to this the South African 
market was controlled between EMI, Gallo Africa and Tusk Music. The entry 
of three of the world’s largest music multinationals into South Africa has 
opened up the market considerably, by allowing artists and independent 
record companies greater choice 
 
In contrast to the world’s largest markets, the United States and Japan, the 
South African market is small. In 1996 the South African industry accounted 
for R585,834,743 of the total R160 billion gross turnover of the sound 
recording industry. In other words, the South African recording industry 
represents 0.375% of the total turnover in the world’s recording industry. 
However, if one considers that the 7th to 10th world’s largest markets are 
each worth 2% of the world market, South Africa is not an insignificant global 
player. Indeed, South Africa was the world’s 28th largest market for legitimate 
album sales in 1996. In the period 1992 to 1996, the South African music 
market expanded by 60%, making it the 15th fastest growing music market in 
the world (measured in units m / by growth).15 
 
15 Market Tracking International (1998) The MBI World Report. London: Miller 
Freeman Entertainment 
 
 
 
 
Downtown Hub's competitive advantage is three-dimensional. One aspect of it 
is the company's ease of access for local prospective and current artists. 
Another aspect is the fact that the business is BEE compliant to satisfy local 
corporate clients’ requirements. Finally the company is being supported by the 
Department of Arts and Culture through which a lot of publicity is being done. 
 
Long-term sustainability will be achieved through client focused service 
delivery and making sure Downtown Hub is compliant with the agreement as 
set out by the Department of Arts and Culture.  
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9. OPERATIONS AND LOGISTICS 
 
9.1 Sourcing Suppliers 
 

Stock will be sourced from various suppliers to ensure a variety of items are 
available to the customers. As soon as the fast moving stock lines are 
identified the business will concentrate on these to ensure the slow moving 
stock is kept to a minimum. Where clients need stock items that are not 
available, e.g. cd label printing and cd cover designs, the team will be able to 
source the items for the client in the minimum time. 
 
Downtown Music Hub will seek to establish credit terms with the major 
suppliers and try to secure consignment stock where possible.  
 
Suppliers and staff are sourced in a way to support the advancement of the 
company’s BEE credentials. 
 

9.2 Introducing the business/stock to customers 
 
The business aims to present customers with the best services available 
which are most economical for the task. This product approach, together with 
supplier supported promotions customized to provide customers with 
solutions that suite their tastes and pocket, will deliver results. The company 
will use its marketing and promotion strategies to introduce products to 
customers.  
 
For further information on the marketing activities of Downtown Music Hub, 
please see Section 8 of this plan on Marketing. 
 

9.3 Staff Training 
 
Staff is Downtown Music Hub’s greatest asset, as set out in the company’s 
values statement.  
 
The industry standard is to have a studio and recording technician. Other 
training that will be required is that of customer relations for which external 
courses will be offered to the team as and when the need arises. 
 

10. GROWTH PROGRAM 
 

10.1 Expansion 
 

Although initially driven by the Department of Arts and Culture, it would not be 
long before the company could expand its investment in staff with more 
diverse backgrounds to better serve the customers. The company is proud of 
and committed to maintain its BEE credentials.   
 
The management team has a wealth of experience and it is able to cope with 
problems that might arise in the future. 
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10.2 Handling Major Problems 
 

In order to ensure continuous customer satisfaction, customer feedback will 
be monitored. The feedback from the customers will be gathered from reply 
cards, as well as the employees’ input on their experiences with customers. A 
personal approach will be adopted when dealing with customers through 
interaction and communication from the sales representatives. Downtown 
Music Hub believes in offering customers a one to one service wherever 
possible. Research will be continuously applied to determine changes in 
trends and to ensure new products are presented to customers when 
available.  
 
Having reviewed the financial model, the management has identified a drop in 
the sales as the prime risk factor to the business. The management has come 
up with a strategy to deal with this problem should it arise. 
 
Reduction in sales: 
 
Should the projected sales figures not be met, the management will revise the 
marketing plan, consider the intensity of advertising and marketing 
campaigns, and identify any shifts in the market or new strategies by 
competitors. In addition, existing customer perceptions would be tested on 
pricing and range of products provided.  
 
Sales staff will be appraised on a regular basis to ensure that the reasons for 
any drop in sales are identified and rectified. 
 
New competition:  
 
All nationwide competitors are closely monitored to ensure that Downtown 
Music Hub stays at the cutting edge of the industry and does not price itself 
out of the market. Due to its location the company would already have a solid 
customer footfall. The feedback form customers’ requests will be shared to 
ensure the organisation is able to learn and adapt in the shortest possible 
timescale.  
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11. IMPLEMENTATION PLAN 
 

11.1 Actions  
 

The following actions are required: 
 

Actions Duration 

Submission of documents to the bank pursuant 
negotiations  

 

Confirmation of the facility   

 

 

CONCLUSION 
 
This business plan shows the strong growth and income potential of Down Town 
Music Hub, based on its significant competitive advantages in the local market, low 
overhead cost and solid income potential. The financial growth combined with a 
brand building exercise and strong focus on customer satisfaction will ensure the 
business remain healthy and lucrative and maintain its status as a low risk 
investment opportunity. 
 
The business will be managed by an experienced entrepreneur board with strong 
management skills and a new but motivated team. The employees will be well trained 
and committed to work with the management of the company to ensure the company 
materialise the financial aspirations set out in this plan.  
 
Some of the main highlights include: 
1. Early stage sales R838 729 in year 1, R1.1 mil  in year three and R1.4 mil by the 

end of the fifth trading period; 
2. Good location supported by good customer service; 
3. High quality recording solutions solutions as demanded by the local market; 
4. Solid managerial track record by the MD and board of directors of the business; 
5. Strong post taxation Net Profit figures. 
 
It is evident from all areas of the business plan that Down Town Music Hub is a high 
potential low risk investment, which should generate high investment returnes to its 
shareholders. 
 
Through a combination of solid financial figures, uniqueness of the product and its 
obvious demand by the end user, Down Town Music Hub will prove to be a dominant 
player in local recording industry in South Africa. 
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DIRECTOR’S SIGN-OFF 
  

I agree that this plan document represents the full business idea and the 
strategy therein I believe will lead to the realisation of the business’s 
goals and objectives. 

 
 
 
 
 
 
 
 

 
Chola Makgamathe  MMMMMMMMMMMMMMMM. 

     Member of the Board 
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APPENDIX A 

CV - Chola Makgamathe 

 

PROFILE 

A Bcom LLB (University of the Witwatersrand) graduate who is an admitted attorney 

who has worked for  two of the largest law firms in South Africa gaining invaluable 

experience in both construction litigation and employment law in a corporate 

environment. Coupled with my strong legal experience I have worked for a niche 

management consulting firm specialising in business process re-engineering and 

business improvement, with a focus on the public sector. Clients have included an 

international multi-lateral organisations.  

 

I am currently working on a fixed term contract with both the National Arts Council 

and the Department of Arts and Culture assisting them with the set up of a Company 

to run a recently purchased business. I have also recently been appointed on the 

Central University Board of Trustees to assist them with setting up structures to 

manage their commercial interests. 

 

Through my eclectic professional experience I have acquired the ability to work and 

deliver results in a dynamic, fast paced and changing environment; while at the same 

time keeping attention to detail. I have also learnt to appreciate the importance and 

value of working in teams, being innovative and being a self starter.  

 

My career objective is to utilize the skills set I have harnessed to play a meaningful 

role in the development of a prosperous and more equitable society.   

 

 

EDUCATION 

 

7 March 2008: Admitted as an attorney of the High Court of South Africa (Currently 

a member of the Law Society of the Cape of Good Hope)  

 

2003-2004:LLB at the University of the Witwatersrand 

 

1999 – 2002: Bcom in Marketing and Law at the University of the Witwatersrand 

 

 

1994 – 1998:Northcliff High School 

Matric: Mathematics SG (A); English HG (B); Afrikaans HG (D); Biology HG (C); 

Science HG (C); History HG (A) 

 

WORK EXPERIENCE 

 

January 2010-Present 

NATIONAL ARTS COUNCIL & DEPARTMENT OF ARTS AND CULTURE 

Downtown Music Hub Project Manager 

Responsibilities and Achievements 

• Co-coordinating and facilitating hand over processes between employers as a 

result of a sale of business, including the transfer of employees and assets 

• Facilitating meetings with relevant stakeholders  
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• Assisting with the management and other matters relating to the business at 

the studios 

• Advise on the form of business structure to be registered to run the business 

• Registration of a section 21 Company 

• Drafting of Articles and Memorandum of Association 

• Drafting of agreements and correspondence 

• Drafting of Opinions 

• Drafting and compiling reports on the status of the business 

• Acting as the interface between a government department agency and the 

management of the business 

• Providing general administrative support 

• Providing secretarial support to the new  board 

• Coordinating board and board committee meetings 

• Research 

• Managing service providers 

• Arranging for  the payment of service providers 

• Managing staff payroll 

 

January 2008 -September 2008 

EDWARD NATHAN SONNENBERGS INC.: CAPE TOWN OFFICE 

Associate (Please note that Sonnenberg Hoffman and Galombik and Edward Nathan 

Friedland merged to form Edward Nathan Sonnebergs) 

Responsibilities and Achievements 

• Legal advisory work including all aspects of labour legislation  

• Drafting of contracts, pleadings and other legal documents; 

• Drafting articles for legal publications and magazines; 

• Conducting legal research; 

• Conducting legal due diligences; 

• Assisting with trials at the Labour Court and High Court; 

• Member of the Company’s Corporate Social Investment Committee. 

   

September 2006 –December 2007  

SONNENBERG HOFFMAN AND GALOMBIK: CAPE TOWN OFFICE 

Candidate Attorney 

Responsibilities and Achievements 

• Drafting of contracts, pleadings and other legal documents and 

• Conducting legal research 

• Assisted with litigation  

 

January - August 2006  

DENEYS REITZ ATTORNEYS: JOHANNESBURG OFFICE 

Candidate Attorney 

Responsibilities and Achievements 

• Drafting of pleadings and other legal documents and 

• Conducting legal research 

• Assisted with litigation  

 

May 2005- November 2005 

 

BETHEL BUSINESS CENTRE (“BEBUCE”) 

Project Co-ordinator 
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United Nations Development Programme South Africa (“UNDPSA”) Service 

Delivery Optimisation  

Project (Kwa-Zulu Natal) 

 

Responsibilities and achievements 

• Primarily co-ordinated BEBUCE team which was part of a tri-organisational 

team consisting of the UNDPSA, KZN Department of health and BEBUCE; 

• Responsible for scheduling, planning and implementation of activities; 

• Responsible for interacting with top client; 

• Utilised horizontal and vertical process mapping as tools to improve service 

delivery within the health service; and  

• Utilised Service Delivery Optimisation Model© to identify gaps in service 

delivery and how to fill those gaps.  

 

April 2005-May 2005 

BETHEL BUSINESS CENTRE 

Consultant 

National Prosecuting Authority ( Integrity Management Unit) 

Responsibilities and achievements 

 

• Assisted with workshop facilitation for the Integrity Management Unit and 

• Assisted with strategy development for the IMU. 

 

 

December 2004- March 2005 

BETHEL BUSINESS CENTRE 

Consultant 

City of Johannesburg Service Delivery Improvement Project 

Responsibilities and Achievements 

 

• Interacting with regional administration in order to identify service delivery 

gaps and possible interventions to enhance service delivery in the following 

departments  

o Sports  

o Libraries  

o Social Services  

 

2002-2004 vacation period     

 

BETHEL BUSINESS CENTRE 

Trainee Consultant 

 Mogale City Municipality 

 Responsibilities and achievements 

 • Assisted in the creation of work scope profiles for the Mogale City 

Municipality Senior management posts; and 

• Assisted in the formulation of a system for interviewing senior managers for 

the vacant posts in Mogale City. 

 

 

City of Johannesburg: Region 3 
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• Assisted Johannesburg Region 3 line managers in the completion of their 

business plans and 

• Liaised with senior managers and assisted with decision making processes. 

 

UNIVERSITY ACTIVITIES 

August 2003- September 2004        

STUDENTS REPRESENTATIVE COUNCIL 

Vice-President 

Responsibilities and Achievements: 

• Co-chairperson of the University Forum; 

• Deputised for the president; 

• Chaired SRC meetings; 

• Organised debate on ‘Why young women should vote which included 

politicians from various political organizations; 

• One of the organisers of the national SRC summit, attended by 40 SRC’s from 

across the country; and 

• Member of University Senate, International Policy committee. 

 

August 2002-August 2003   

STUDENTS REPRESENTATIVE COUNCIL 

Gender, Equity and Transformation Officer 

Responsibilities and achievements: 

• Organised a fun run in order to raise funds for Nkosi’s Haven;  

• Member of the University Forum, Aids Forum, disability working group, 

HIV/Aids program executive, student services advisory committee; 

• Sexual harassment peer counsellor; and 

• Attended a Women In Leadership conference.  

December 2001-January 2002  

 SRC READMISSIONS COMMITTEE 

Responsibilities and Achievements: 

• Represented students at the University Council Readmissions Committee and 

• Assisted with administrative duties of the SRC Education officer. 

 

October 2001-August 2002  

COMMERCE STUDENTS COUNCIL 

Public Relations Officer 

Responsibilities and achievements 

• Organized annual induction program; 

• Organized commerce students orientation week for 2002; and 

• Ensured visibility of the council on campus. 

                            

 

REFERENCES 

Gontse Moseneke 

Chief Executive Officer 

Encha Communications 

Tel: 011 312 2223 

Email: gontsem@encha.co.za  

 

Agnes Utunga Phiri 

Director 
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Ulendo Travel (Pty) Ltd 

Tel +27 11 234 9967 

Email: aphiri@ulendo-travel.co.za  

Relationship: Former Client, United Nations Development Programme (UNDP)  

 

Professor Thandwa Mthembu 

Vice Chancellor: Central University of Technology  

Email: Mthembut@cut.uc.za 

Relationship: Former Deputy Vice Chancellor, University of the Witwatersrand. 

 

 

 

 

 


