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PLANNING YOURWAY TO SUCCESS

Having a great business idea is only half the journey to achieving success in
your business venture.The other half is executing or implementing your
idea. Implementation starts with PLANNING! Planning is the process
of putting together the different pieces of the puzzle from the time of
identifying the opportunity to its eventual implementation.

The outcome of your planning activities should be a Business Plan for
your venture. Taking your business idea and putting it on paper in the
form of a business plan can be one of the biggest challenges of starting
your business.Your business plan is, however, one of the most important
tools you have when starting out or when growing your business. It is
really a road-map - it provides you with direction, enables you to check
whether you are still on the right track, or whether you should change
direction.

The process of writing your business plan is as important as the outcome
itself. Why? Well, while you write your business plan you are thinking,
researching and identifying problems that your business may encounter.
It therefore helps you to understand your business better.

‘If | knew how important the business plan was and how much it can help
you to manage your business, | would have developed one four years ago
when | started my business’, says Mark (30) about the value of a business
plan. He continues, ‘It forced me to think more clearly about the product
that I'm offering to my customers and to manage my finances better’

This guide will help you put together your own business plan. It will
take you through the different steps of writing your business plan while
providing examples and advice. First, we examine the role of the business
plan in starting or running your business. Thereafter, we look at the
different parts of the business plan.

WHY DOYOU NEED A BUSINESS PLAN?

Many entrepreneurs started their businesses without a business plan. ‘|
don’t know what this fuss about business plans is. All | needed was my
head and my mouth, the rest just fell into place’, says Jomo (26), talking
about when he started his cleaning service.You have as much chance of
succeeding in your business if you start it without a business plan, than if
you do.The big difference, however, is that you are likely to start and run
your business better with a business plan.

There are various reasons for writing a business plan. It depends largely

on yourself and your circumstances. Here are some of the main reasons
why it may be important:
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Thinking long-term

Writing a business plan helps you to think beyond just starting the business. It
can help you to see the big picture a few months or years down the road. It can
also help to keep you motivated though difficult times!

Viability

The business plan helps you to determine the viability of your business idea. It
helps you to determine how profitable your business can be. It will help you
identify how much money you will need and where you will get it. The business
plan will also help you to identify the problems you may have in the future.

Making better decisions

Writing the business plan requires you to do research on the market you want
to enter as well as the requirements for running the business. This research
will provide you with information that will help you to make more informed
decisions.

Your reality check

In the excitement of starting a new venture you can get carried away and end
up making strange decisions.The business plan keeps you rooted in reality. It will
identify problems before they arise helping you to think about solutions.You will
also identify your strengths and weaknesses as well as places where you can get
help.

Selling your idea

Your business plan is one of the best ways to sell your opportunity to others.

A good business plan shows that you know what you are talking about and that
you have done your homework. It gives others confidence in your ability to make
the opportunity a success.

Raising business finance
Few lenders, such as banks, will provide you with business finance without a
business plan.

There are many other reasons for writing a business plan, but the most important
reason is that you see the need for writing one. If you are going to write a
business plan because a bank or another organisation needs it, for example, you
may never really own that business plan. It needs to be yours! A part of you
needs to be invested in that plan for you to own it.Your investment can be in the
form of the time you spend putting it together or it may be the ideas that you
have expressed in the plan. Complete the following exercise and determine why
you think it is important for you to write a business plan:
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NOTES > Exercise |: List and prioritise the three main reasons why you think it is
important to prepare a business plan and explain why:
1 1
2 2
3 3
WHERE DOYOU START?
Not knowing where to start when| Remember:
writing your business plan can
give you a big headache. But don’t | P> The business plan can be written
worry, there are simple steps you anytime, so it is never too late to
can take to help you organise the start; o
activities for writing the business > D?ﬁ"'"g who your plan is aimed at
plan. Firstly, you need to decide Wil help 7 SLUEILE e Wiy el

L put it together;
what the objectives are for ' .
.. . . . P Your business plan is about
writing the business plan.This will o ,
) communicating your idea and
help you to clarify what you need expressing yourself; and
to put into the business plan and | > You should be creative in
who it is aimed at. Knowing why communicating your business idea.
and whom you want to reach will
in turn help you to focus your research and activities.
Secondly, you need to do research.The research is a very important part
of writing the business plan. The quality of your research will have a big
impact on the quality of your business plan. For this reason, you need to
spend as much time and gather as much information as possible in the
research process.
Finally, you need to pull together all the information you have gathered
and write the business plan. Below we discuss these steps in more detail:
STEP I: OUTLINING YOUR OBJECTIVES AND
YOUR AUDIENCE
Outlining your objectives is about asking yourself where you are now,
where you want to go, what you need to do to get there and how the
business plan will help you get there!
Your objectives may be:
To help you determine the viability of your business idea;
To help you plan the establishment of your business; and
To raise finances from the bank or investors.
\\ ’,
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If these are your objectives you can see that the main audience for your
business plan is you. It will be a guide to test whether your business
venture will make enough money to sustain itself and assist you in
the establishment process. The fact that the plan is intended for your
own personal use does not mean that it should not be developed and
presented in the same way as if it was for outside people to see.You need
to put the same effort into writing it as if you were writing it for other
people.As a management tool to help you through the establishment of
your business, it needs to have the same level of detail because you will
use it to assess your progress.

In addition, potential investors will also be part of the intended audience
for your plan. You need to determine who those potential investors
are - investors may be people who invest money, time or skills in your
business.Then you need to determine what they want to see in the plan.
In other words, you need to have a good understanding of your investor’s
requirements. If you are going to submit the business plan to the bank as
part of your application to raise business finance, you need to do some
homework. For example, as part of your research you need to find out
what the criteria are for a successful application for funds.

Some of the criteria may include: whether your business is registered;
whether you are qualified to run the business; whether your business
plan is well-researched; whether you can provide a contribution of at
least 10% of the financial requirements of the business; and whether you
can provide security to cover at least 20% of the financial requirements
of the business.

Knowing the requirements of your audience can be used as a checklist to
make sure that your business plan provides all the required information.
To help you assess the requirements of your audience ask yourself the
following questions:

Who will read the plan?

What do they already know about the business?

What do they want to know about the business?

How will they use the information provided in the plan?

STEP 2: DOING RESEARCH

Research for your business plan is the systematic gathering, recording
and analysis of information about the problems and opportunities related
to the running of your business. Without gathering information on the
product or service you are going to deliver — information on your market,
competitors and the financial requirements for your business — it will be
difficult to put together the business plan.

ASKING THE RIGHT QUESTIONS

Research is common sense. It is about asking the right questions. Asking
the right questions will help you to determine the information that
you need and will help to point you in the right direction to find the
information. When you plan your research activities, ask the following
questions about the different aspects of your business:
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The business:

What product or service will you be selling?

Where does the business idea come from?

What do you need to know about the business?

What do you need to know about the industry the business is in?
What laws and regulations impact on your business?

What are your business goals?

The market:

How will you reach your customers?

How big is your market (how many people can potentially buy your
products or services)?

How much of the market do you want to capture (how many of these
potential people should become your customers)?

Where is your market located?

Do you have competition?

Who are your competitors?

How are you going to sell your products or services?

How much are you going to charge and why?

How are you going to advertise?

The operations:

Where will you locate your business?

What kind of facilities do you need?

What type of materials and supplies do you need?

Where can you get these materials and supplies?

Are you going to need people to work for you?

How are you going to manage your business?

Do you have the skills to manage your business?

What are your short (6 months), medium (18 months) and long term
(3 — 5 years) plans?

The finance:

How much are you going to need to start your business?

How much do you think you are going to sell?

What is the cost going to be of making the products or delivering
the service?

How much money will you need to keep your business operational
(cash flow)?

How much money will you need to break even (when your income
is equal to your expenses)?

Where will you get the money?

vV V. VvV VvVVvVY

Finding the information

There are mainly two ways of finding information.You can find information
that already exists and use it in a way that suits you. This is called
secondary research. Secondary sources of information are reports about
the industry and your target market that have been compiled by other
people or organisations. For example, you can use census information
from Statistics South Africa to determine how many people live in your
region or municipality.

You can also find information from people around you by speaking to
them directly. This is referred to as primary research.You can speak to
your family, friends, customers and suppliers.

\\ ’,
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Some of the research techniques you can use include:

* Library searches

This involves going to a library near you and finding business information
in books, journals and magazines. You can also go through old copies of
newspapers in the library.You can ask your librarian to give you assistance
in finding the information you need. Libraries often have a small section
on business and related topics.

* The Yellow Pages

The Yellow Pages contains contact information on the businesses in your
area. This will give you an idea of the number of competitors you may
have. It can also give you information on potential suppliers of materials.

% The Internet

The Internet is a very useful source of information. It contains a huge
amount of information on most subjects. People generally use search
engines to help them find information. Useful search engines are:

www.google.com (international) and
www.aardvark.co.za (South African)

*  Newspapers

Local newspapers can also be a very useful source of information. Local
newspapers normally have a small business section where businesses
advertise and where you can find articles on the business activities in
your area.

The following types of information can be obtained from the various
sources:

Sources of information Type of information

P about customer needs
Customers P about price

P> about market trends

about the price of materials
Suppliers about competitors

about market trends

about the product or service
about price
Competitors

about distribution

about the market

about available support services

Government about laws and regulations

vV v vV v v v vV vvVvYy

market information
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about market trends

. about competitors
Books, magazines,

newspapers .
pap about price

business management advice

about price

. . about market trends
Industry specific and business

organisation . .
& technical advice

>
>
>
>
>
>
>
>

business advice and support

There are a number of different research techniques you can use.These
include:

Interviews

You can conduct interviews with your potential customers, competitors,
suppliers and other individuals and organisations that can provide
you with information on market trends, customer needs and product
specifications.

Focus groups

Focus groups are useful for determining the needs of your customers.
Focus groups are conducted by inviting about 8 - 10 potential customers
for a discussion on their needs. Focus group discussions allow you to
explore a specific question in great detail by getting different views.

Surveys

Surveys are used to get the views of larger groups of people. Surveys
involve developing a questionnaire that is distributed to your target
market and analysing the answers you get back.

STEP 3:WRITING THE BUSINESS PLAN

It is advisable to develop an outline of the business plan before you start
writing it. The outline should be based on the objectives of the business
plan and should keep in mind the audience for whom you are preparing
the business plan. Based on the outline, you should decide which parts
you want to prepare in detail, and which parts in summary form. When
you prepare the business plan, make sure it answers the following
requirements:

Who you are

What you are going to sell

Explain the viability of the business

Describe your market

Describe how you will manage the business; and
Indicate the financial requirements of the business
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The business plan must be clear and concise. It should avoid technical
jargon - that is the technical language used in a particular industry or
business. It should be structured in a logical way to make sure that the
reader can easily follow the plan. Below, we provide examples of how to
organise the business plan. Please note that the information provided in
the business plan below is not factually correct and is only presented by
way of example.

The story of Jabu....

Jabu Shabalala is a 26-year-old man from Hazyview in Mpumalanga. He left his
hometown to find work in Johannesburg. Jabu found work as a driver for a
tourism company that transports international tourists visiting Gauteng. He has
learned a lot in the three years since he joined the company. He loves doing the
work, meeting new people and showing people what South Africa has to offer.
He has been promoted to supervisor. Jabu has made up his mind to start his own
tourism transport business back home in Hazyview. He has all the experience
he needs, and most of all, he knows the area like the palm of his hand. Jabu sets
out to develop a business plan that he wants to submit to the bank to raise the
finances that he needs on top of his own savings to start the business.

EXECUTIVE SUMMARY

This is a concise summary that covers all the important aspects of
the business plan. It demonstrates your knowledge of the business
opportunity. This summary is aimed at capturing the interest of your
readers such as investors or potential partners. The executive summary
can determine whether someone will be interested enough to read
further.This summary should be no longer than two pages.

DESCRIPTION OF THE BUSINESS

This section should provide a brief profile of your business. It should
describe the type of business; who the owners are; what the name of the
business is; when it was started; brief description of the business; where
it is located; contact information; and business advisors.
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Example

Type of business

Owners
Name of Business
Date of Establishment

Business Operation

Business Description

Location

Business Advisors:

Close corporation registered in
terms of the Companies Act -
Registration number: ck 2003/7686
0090

Mr. Jabu Shabalala
Horizon Tours
August 2003

The business operates full time
from Monday to Sunday between
06h00 and 20h00.

Transport operator providing
transport services to local and
international tourists visiting the
Panorama area in Mpumalanga.

22 Up and Down Street
Hazyview, Mpumalanga
3052

Tel: +27 22 222 2222
Fax: +27 22 222 2223

Email:  horizon@mweb.co.za

Mr Chartered Accountant

Moni Street, Mpumalanga
3052

Mr Attorney at Law
Main Street, Mpumalanga

3052

INDUSTRY OVERVIEW

The industry overview presents an analysis of the industry and the
economy that you are operating in. It should indicate the industry trends
and characteristics. The industry overview gives you the background
to your business opportunity. Opportunities come about as industries
develop, expand or go into decline. Industry changes often bring about
new opportunities. Keeping track of industry trends therefore, helps
you to identify the opportunity to provide your product or service.The
industry overview generally highlights the following trends:
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Example

Industry Overview

Figure 1: Arrivals and departure of foreign visitors and 54 residents 1975-2000
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The number of tourists coming to South Africa has increased sharply over the last several
years as indicated by the graph above. The sector contributes about 3% to the country’s
gross domestic product (GDP) and employs nearly 500 000 people.

Mpumalanga attracts 20 % of the international visitors to the country and 16% of
domestic visitors per year. Figures released by SATOUR indicate that this figure has
increased by 5% over the last three years and is expected to grow even further over
the next five years.The tourism offerings provided in Mpumalanga offer value for money
since accommodation, transport and the tourism experiences are relatively inexpensive
as compared to the rest of the country. In 1996 tourism contributed RI, 2 billion to
the provincial economy. More than 60% of the visitors coming to the province visit the
Panorama region for its beauty and natural wonders. Major attractions include God’s
Window and the world’s third largest canyon, the Blyde River Canyon.You will also find
the beautiful Bourke’s Luck Potholes and Three Rondawels in this region. Changes in the
industry are driven by:

P Political change

Since the establishment of a democratic government in 1994, the country
has been welcomed back into the international fold. This has also opened up
opportunities for the tourism sector with many more international visitors
coming to the country.

Tourists are also beginning to see South Africa as a safe destination in comparison
to other parts of the world such as countries in South East Asia that are
experiencing problems with international terrorism.

P Social change

International and local tourism trends indicate that nature-based tourism is
on the increase. This is evident from the number of tourists that come to the
province to experience the outdoors.

Crime and its impact remains a concern in the sector. Incidents such as the
murder of foreign tourists cause negative publicity that may have an impact on
the number of visitors to the province.

P Economic

The value of the Rand compared to the value of other international currencies
such as the Dollar and the Pound makes South Africa a very price competitive
holiday destination for international visitors.There are also an increasing number
of domestic tourists that are experiencing what the country has to offer.
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Increasing fuel costs is however having a negative impact on the transport sector
within the tourism industry. The increasing fuel prices are having a negative
impact on the profitability of transport businesses in the sector.

> Technology
The increasing use of technology such as the Internet provides tourists with
much greater choice than before because they have access to more information.

Main characteristics of the industry

The tourist industry consists of a range of sub-sectors according to the
services that are provided to tourists. These sub-sectors include transport,
accommodation, attractions, information, business, etc.The growth in the number
of tourists provides growth opportunities for all the sub-sectors.

The Road Passenger Transport industry is mainly characterised by transport
subsidised by a combination of provincial and local authority funding. Tourist
transport is commonly provided by privately owned bus and mini-bus operators,
mini-bus taxis, metered taxis, courtesy vehicles and shuttle services. These
operations are largely single-operator based with some taxi owners owning a
fleet of taxis. The taxi industry is based on associations representing members
(generally owners) whilst the metered taxis, courtesy vehicles and shuttle
services are often established small businesses.

Key success factors

Developing a reputation based on the quality of your service is critical
to making a success of the business

Marketing your business to travel agencies and local accommodation
establishments; and

Your knowledge of the local area will set you apart from your
competitors

Barriers to entry

The transport sector within the tourism industry needs to develop close
relationships with travel agencies and accommodation establishments. These
organisations and individuals normally refer or recommend tourists to transport
operators.The organisations and individuals unfortunately, have well-established
relationships with existing transport providers. These existing relationships
serve to keep new entrants out of the tourism

In addition, the cost of mini busses and motor vehicles has also increased over
the last 18 months. The increased costs also serve as a barrier to entering the
market. transport business.

Information on the industry can be obtained from

Statistics South Africa

Industry organisations, for example SATOUR, Tourism Business Council,
Tourism and Hospitality SETA

Local government

Local business organisations

The Integrated Development Plan (IDP) for district and local
municipalities

Newspapers and specialist tourism brochures and magazines
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The section on the business goals should clearly outline the priorities for
the business over the long term. It should be as specific as possible since
the business goals become more important over time as you assess your
goals.You need to ask,‘Am | achieving my business goals?’
Example
The business goals for Horizon Tours are:
To be the leading provider of tourism transport services in the
Panorama region in Mpumalanga;
To break even in 12 months;
To make a yearly profit of 20%; and
To gain 10% of market share in the first year, 15% in the second
year and continue growing.
PRODUCT OR SERVICE
This section should describe your product or service in detail. It should
focus on what you are offering and how it will be used. Because your
business is built around your product or service, you need to describe
it fully, but concisely.You need to describe what makes it different from
other businesses that will compete with you.This is normally referred to
as the unique selling point (UPS).
Example
Description of service
Horizon Tours will provide transport services to meet the needs of tourists
visiting the area. The Panorama region offers a wide range of tourist attractions.
It has a rich history with many natural wonders. Some of these include:
The Pinnacle
God’s Window
Lisbon Falls
Berlin Falls
Bourke’s Luck Potholes
Blyde River Canyon
Drie Rondawels
Echo Caves
Horse Shoe Falls
Lone Creek Falls
Horizon Tours will provide tourist transport services that are tailored to the specific
needs of tourists.
Unique selling point
The unique selling point for Horizon Tours is its ability to adapt its services to the specific
requirements of the clients. Although there are currently five main tourism transport
providers in the Panorama region, the packages that they offer are inflexible. You pay a
standard price for a standard tour. The fact that Horizon Tours has the local knowledge
and is a small operator will enable it to structure its services around the needs of its
customers.
\\ ’,
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NOTES Tourists buy an experience. If you are able to broaden the range of experiences tourists
have access to, you are in fact increasing the quality of the tourism offerings in the
region. Through the flexibility of the services provided by Horizon Tours - selling tailor-
made packages for each tourist group, family or individual - we will be able to broaden
the variety of experiences of tourists to the region. This flexibility will in turn provide
flexibility to the hotel and guesthouse owners to offer their guests a greater variety of
experiences.This creates a knock-on effect and will improve the overall tourism offerings
in the whole region.

Position of service/ product compared to competitors

None of the services provided by the existing competitors are sufficiently flexible to
compete with the services that will be delivered by Horizon Tours. The current tourist
transport packages are highly structured and aimed at groups rather than satisfying the
needs of individual clients.

Product Information can be obtained from

Customers

Competitors

Other stakeholders in the industry for example, hotel owners and
travel agencies.

THE MARKET

Your market research should provide you with the information on your
target market. It should focus on the potential market, your target market,
and your market share:

* Potential market

Assessing your potential market is often difficult to do because of a lack
of quantifiable information — that is information about numbers and
figures. Often entrepreneurs need to make assumptions about how big
the potential market is. It is helpful to break your market into different
types of customers. This is called market segmentation.You can break it
into the following segments:

Geographic segment

This refers to where the consumers are that you will target. You should
ask the following questions:

- where do the consumers come from?

- where do they live?

- where do they work?

- where do they spend their time when they are not working?

These questions will help to determine the movements of customers in
your potential market.

Demographic segment

This refers to the profile of the potential customers. In other words,
what their nationality, race, religion, age, sex, class, educational level, and
language are, and what type of work they do.

Lifestyle segment

This refers to the lifestyle that the consumers lead.You should ask:
- what are their hobbies?

- what do they buy with their money?

- what do they do for entertainment?

-~
-
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NOTES This refers more specifically to how the potential customers buy the
service or product.You should ask:

- when do they buy the service or product?

- how often do they buy the service or product?

- how much are they willing to spend for the service or product?

- what benefits do the consumers want from the service or product?

* The target market

The target market refers to the part of the market that you can reach with
your service or product.You can determine this by assessing whether you
have competitors and what part of the total potential market they serve.

To determine this you should ask:

- Do | have competitors?

- Who are they!?

- How does their product and their business compare with mine?
- Who buys their product or service?

- How much do they sell of the product or service!

- At what price do they sell the product or service?

- How do they calculate their price?

- Are their customers increasing or getting less?

- How do they market or promote their product or service?

- Can they copy my product or service!?

- How difficult is it to copy my product or service?

- Arethere any new people that can start selling my product or service?

*  Your share of the market

Your market share is that part of the market that you will be able to
serve. This will largely depend on your ability to deliver the service and
the conditions in the market (whether the market is growing or getting
smaller). Because your market share depends on a number of different
factors, it is difficult to calculate. You should therefore project your
market share using different possibilities.

In other words, you should assess your market share for:
- if it goes really well,

- if conditions are going to be difficult; and

- what you think is most likely to happen.

Let’s see how Horizon Tours assesses its market:

Example

Potential market

According to the district municipality, nearly 120 000 tourists visit the area each
year.These tourists mainly come from Europe and the United States.All of these
tourists need some type of transport service.About 90 000 tourists stay for one
night or more. According to guesthouse and hotel owners | have interviewed,
a large majority of the tourists come here to see the natural wonders of the
region.They estimate that about 80% require transport for sightseeing purposes.
This brings the total potential market to 72 000 tourists every year.

Geographic segmentation
The majority of customers come from Europe and the United States with a small
number coming from Gauteng in South Africa.

\\ ’,
18 ¥ SELF EMPLOYMENT SERIES @



WRITING A BUSINESS PLAN

NOTES

b
7d

Demographic segmentation

The majority of tourists are over the age of 35 and are of European decent,
speaking a variety of languages. A small number of tourists are black South
Africans from the cities that come to enjoy the countryside. The tourists are
mostly upper middle-income people with high levels of education.

Lifestyle segmentation

The tourists enjoy the outdoors and prefer to spend their free time doing
nature-based activities. They spend much of their time exploring new places.
They are health conscious individuals who exercise regularly. One of their
favourite activities is hiking.

Buying pattern segmentation

The visits by tourists peak during two periods in the year. The first is during
October to December when most European and American tourists visit the
area. The second is March to May when South Africans mostly visit it. During
these periods the existing tourism transport businesses are unable to keep up
with the demand.

Target market

There are two big tourism transport companies (on average they each have two
busses and 10 mini-busses) that services the tourists in the region. In addition,
there are three smaller companies, each with 4 mini-busses. These competitors
are experienced in the business and have established relationships with travel
agencies and guesthouse and hotel owners. They also have relationships with
tour operators in Europe and America that market their travel packages.

The biggest weakness of these competitors is their highly structured tours.This
means that they are not able to adapt the tours to the needs of the individual
and smaller groups of tourists.

If you include the peak seasons, each company sells on average |0 one-day trips
(R300 X 12 people), 6 two-day (R800 X |2 people) and 3 five-day trips (R2 000
X 12 people) a month. Each trip comprises of 12 - 30 people on average. Based
on these figures, the monthly turnover of the average competitor is R165 600
The number of tourists coming to the area is estimated to be growing at 12%
per year.The total size of the market is R828 000 per month. The market share
is as follows:

Mpumalanga Tours - 40%
Blue Bird Tours - 32%
Dewey’s Tours - 10%
Sunshine Tours - 10%
Smith’s Tours - 8%

Market share

Horizon Tours aims to capture 10% of the market in the first year. This will
amount to a monthly turnover of R82 800 per month

Information on the market can be obtained from
Travel agencies

Competitors

Provincial tourism agencies

Provincial government departments

Guesthouse and hotel owners
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4 OPERATIONS
NOTES
The operations part of the business plan should focus on the running of
the business. It should provide information on where you will be located,
the kind of facilities and equipment you will need, the people that will
work in the company,and how you will manage the business.The business
management strategy looks at:
* Marketing strategy
Any new business must create awareness about its products and services.
The promotion strategy focuses on how you will communicate with
your target market. It should indicate the different methods you will use,
where you will sell your product or service and how much it will cost.
The activities can include:
- advertising in different publications including community newspapers
- distributing business cards
- bus boards
- billboards
- distributing promotional flyers
- personal selling
- advertising on radio
- sponsorships
- trade shows
- advertising in the Yellow Pages
* Delivery or production strategy
This strategy focuses on how you will deliver your service or produce
your product. It provides information on the distribution channels and
the quality aspects of the service or product.
* Pricing strategy
The pricing of the product is the fee that you will charge for the services.
Your price is generally determined by your costs, the prices your
competitors are charging and what your customers are willing to pay.
Your price can make a big difference when you enter a market. Calculating
your price will include calculating the following:
- labour
- overheads and running costs
- profit margin
\,
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Example

Location

The business will be located in Hazyview as the main stop over for tourists
in the region. The location will have garage facilities to park the vehicles. The
premises will be fitted with an alarm system for security purposes.

Operating regulations

The normal business registration and tax regulations will apply to the business.
No special permits are required to run the business. The applicable laws and
regulations include:

Company registration requirements

Local business zoning regulations

Health and occupational safety regulations

Company tax

Value added tax

Regional services levy

Skills development levy

Unemployment Insurance Benefits (UIF)

Suppliers
A number of suppliers have already been identified and agreements have been

reached with them to obtain supplies such as fuel and vehicle maintenance
services at discounted prices.

Human resources

The company will employ four full-time staff members:

Director and Driver

»| Financial and office adm.

\ 2 L 4

Driver Driver

The full-time employees will receive a monthly salary as follows:

Director/ driver — R8 000
Financial and office administrator - R4 000
Drivers - R 3 500 each

The employees have already been identified and are all experienced in the

tourism business since they have all worked for other tour operators before.

Detailed job descriptions and roles and responsibilities are attached in Annexure
A
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Business management strategies
The business management strategies that have been developed are the following:

Marketing strategy

The marketing strategy will involve different promotional activities. This will

include:

- promoting the business through travel agencies and national tourism
agencies involved in marketing South Africa as a holiday destination

- distributing brochures and flyers to local tourist accommodation
establishments

- advertising on the company mini-busses
- an Internet site
- through joining international, national and local tourism business associations

Delivery strategy
The service will be delivered directly to the clients.

Pricing strategy

The basic pricing strategy will be based on the costs of running the business with
a percentage mark-up. The business will aim at achieving a percentage profit of
20%. Seasonal discounts will be provided to take advantage of higher volumes.

FUNDING REQUIREMENTS

The financial section is the most critical part of the business plan.This is
where you show whether the business is viable and profitable. Bankers,
investors and other interested stakeholders will often turn to this section
first to see whether it is worth reading the business plan. You require
some financial background or need to know someone with a financial
background that can assist you.

The financial section will help you to determine your start-up capital
requirements, your cash flow requirements as well as the overall
profitability of your business opportunity.

There are two main sources of funding. Firstly, you can fund the business
from your own funds and through the operations of the business.
Secondly, you can raise external funding. External funding is money you
get from people who are not a part of the business.This may be through
bankers, investors, family or friends.

Most often businesses use a combination of internal and external sources
of funding. For example, an entrepreneur may invest all his or her savings
in the business and use an overdraft facility provided by his/her bank.The
overdraft facility is short-term external funding provided by the bank to
supplement the internal sources of funding. The business plan needs to
provide information on the following aspects:

* Estimated start-up costs

The start-up costs are the funds you require to start your business.The
start-up costs should reflect your expenses for example:
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Example: Estimated start-up costs for Horizon Tours

Recurring costs

Monthly expenses

Salaries and wages 19 000.00
Rent | 200.00
Security 700.00
Insurance | 400.00
Vehicle maintenance | 000.00
Loan repayments

4 600.00
Fuel 5000.00
Advertising and marketing 3 000.00
Telephone | 000.00
Leasing of vehicles (3 mini-busses and a small off- R12 000.00
road vehicle)
Administration costs R1 600.00
Total 50 500.00

Once-off costs

Monthly expenses

Business registration 200.00
Pre-opening advertising and promotion 500.00
Computer equipment 18 000.00
Installation of alarm system 2 100.00
Furniture 4 000.00
Decorations 2 000.00
Total 26 800.00
Operating costs for 6 months (50 500 X 6) 303 000.00
Once off costs 26 800.00
Total estimated start-up costs 329 800.00
Less own contribution (personal savings) 35 000.00
External funding start-up funding requirements 294 800.00
Budget and profit

Budget for first year

Income 993 600.00
/:1\/oenr:hg; Income from services (82 800 X 12 993 600.00

Other income 0.00

Expenses 606 000.00
Salaries and wages 19 000.00

Rent | 200.00

Security 700.00

Insurance | 400.00

Vehicle maintenance | 000.00

Loan repayments 4 600.00

Fuel 5 000.00
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Advertising and marketing 3 000.00
Telephone | 000.00
Leasing of vehicles (3 mini-busses) R12 000.00
Administration costs R1 600.00
N ing |
et Opc.eratlng ncome 387 600.00
(Before income tax)
30% Income tax 116 280.00
Income over expenses (profit) 271 320.00

Note that these calculations are based on the market information that
Jabu has gathered. However, the tourism industry is seasonal, so that
there may be certain months where he makes less income and therefore
less profit. In order to grow his business, Jabu needs to reinvest any
profits from year to year, for example, in buying a vehicle or growing other
tourism services. Because he has taken a long-term view of growing his
market share, he is happy to maintain his current standard of living in
order to build a successful tourism business.

Appendices

The appendices section is the last section of the business plan. It contains
your list of supporting documents. These should include:

The curriculum vitaes — CVs — of those involved in running the
business

References

Company registration documentation

A detailed marketing plan

List of competitors

Insurance policies

Lease agreements; and

Cash flow projections

THEN FINALLY -YOU’VE DONE IT...

Developing your business plan is hard work. At times you may feel
discouraged because you are not able to find the right information or
find it difficult to express your ideas on paper. Don’t give up.The benefits
of a well planned and researched business plan is worth much more that
the trouble of putting it together. Give it your best shot!
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There are a number of programmes in the country that are aimed
at providing entrepreneurs with a range of business development
services and include advice on the development of business plans. These
programmes are highlighted below:

NAME OF THE NATIONALYOUTH
ORGANISATION DEVELOPMENT AGENCY (NYDA)

The organisation was established to facilitate and
promote the creation of jobs and skills development
for South African youth through the implementation
of three programmes focusing on providing
information and counselling, skills development and
entrepreneurship support.

The NYDA is implementing a Business Development
Services Voucher Programme as part of its Youth
Entrepreneurship Programme activities. ~ The
WHAT DOES THE Voucher Programme is aimed at assisting young

entrepreneurs to acquire business support services
?
ORGANISATION DO? through the use of a voucher that can help them

start or improve their enterprises. The Voucher
Programme is implemented though Allocating
Agencies. The Allocating Agencies assess the
business support needs of young people, market the
programme and monitor the services provided by
service providers.A range of business development
services is provided and includes:

U Business plan development;

U Market research;

U Marketing plan development

P.O. Box 982
Halfway House

1685

PHYSICAL ADDRESS POSTAL ADDRESS
Block P, Central Park

|6th Road, Midrand
South Africa

YOUTH LINE 08600 YOUTH (96884)

\\ ’,
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NAME OF
ORGANISATION

NTSIKA ENTERPRISE PROMOTION
AGENCY

WHAT DOES THE

The organisation facilitates the provision of business
development services to small, medium and micro
enterprises (SMMEs) through a broad range of
intermediary organisations. The intermediary
organisations implement the following national
programmes:

U The Local Business Service Centre Programme
(LBSC)

The LBSC Programme facilitates the provision of

business advice, counselling and information to

ORGANISATION small, medium and micro enterprises.
DO?
U TheTender Advice Centre Programme
The Tender Advice Programme facilitates the
provision of information, tender advice, awareness
and counselling to SMMEs to access private and
public sector markets
Contact Ntsika and find out if there is a Local
Business Service Centre or Tender Advice Centre
close to you. These organisations can provide you
with business information and advice that includes
the development of a business plan.
>" Foor PO. Box
Pencardia 56714
PHYSICAL Building POSTAL Arcadia
ADDRESS 509 Pretorius ADDRESS ;
Street Pretoria,
Arcadia, Pretoria 0007
TELEPHONE (012) 483 2056 FAX (2%;22) 483
WEB SITE www.nepa.org.za
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> Name of

NOTES organisation NAMACTRUST

The Trust contributes significantly to the
continuous economic transformation of South
Africa by improving the competitiveness and
growth of SMMEs. The organisation provides high
quality advisory and information services to new
and existing SMMEs through appropriate SMME
support structures. The Trust coordinates several
programmes on behalf of the Department of Trade
and Industry:

P The Manufacturing and Advisory Centre
Programme

This is an outreach programme that provides

advisory services to improve the performance of

existing SMMEs with fewer than 200 employees.

WHAT DOES THE
ORGANISATION
DO?

P> Business Referral and Information Network
(BRAIN)

The programme aims to improve the

competitiveness of South African SMMEs through

the supply of relevant, value-added business

information.

P Franchise Advice and Information Network
(FRAIN)

The Franchise Project is aimed at supporting

existing franchise systems as well as rendering

support to new franchise systems.

NAMAC, through the Manufacturing and Advisory
Centres and the Business Information and Referral
Network, will provide you with information on
business opportunities, starting you business as
well as growing your business.

Building 23 PO.Box
PHYSICAL CSIR Campus POSTAL 395

ADDRESS Meiring Naude ADDRESS Pretoria,
Road 0001

012) 349

TELEPHONE (012) 349 0100 FAX 285 |

NAMAC Trust Web
Site

www.namac.co.za

BRAIN Web Site www.brain.org.za

FRAIN Web Site www.frain.org.za

\\ ’,
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Further reading

Clark, A, (2001), 2" Edition, Create Your Own Business. From Idea to Action:
A Practical Workbook for South Africa, Human and Rousseau, Cape Town.

Conradie, W, Fourie, C, (2002), 2™ Edition, Basic Financial Management for
Entrepreneurs, The Entrepreneurship Series, Juta & Co., Lansdowne.

Kubr, T, Marchesi, H, llar, D, (1999), ENTERPRIZE, Make Your Idea Your
Business: Planning for Growth, McKinsley Incorporated, Johannesburg.

Macleod, G, (1999), Starting Your Own Business in South Africa, Oxford
University Press, Cape Town.

Maglioli, ], (1996), The Business Plan:A Manual for South African Entrepreneurs,
Zebra Books, Sandton.

Project Literacy, (2002), Learn to Earn:A Small, Medium and Micro Enterprise
Course, Kagiso Education, Cape Town.

Sacks, A, (2001), Entrepreneur: How to Start Your Own Business, Small
Business Series, Zebra Press, Cape Town.

Van Zyl, G, (1996), Your Own Business: Practical Guidelines for a Business Plan,
JL van Schaik, Pretoria.
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NOTES INFORMATION
STREAM

TITLES

EMPLOYMENT

Finding Work: A Guide for Young People

You and the Workplace: A Guide for Young
People

Using Labour Market Information: A Guide
for Young People

Fact Sheet: Special Public Works Programmes
Industry Profiles

ENTREPRENEURSHIP

From Idea to Opportunity:A Guide for
Young People

Getting Business Finance: A Guide for Young
Entrepreneurs

Starting Your Own Business: A Guide for
Young Entrepreneurs

Starting a Co-operative: A Guide for Young
People

Networking Your Way To Business Success: A
Guide for Young Entrepreneurs

EDUCATION AND
TRAINING

Career Planning and Development: A Guide
for Young People

Education and Training Options in South
Africa: A Guide for Young People

A Learner’s Guide to Higher and Distance
Education

Careers and Occupations Directory for
Young People

CITIZENSHIP

12.
13.

14.
15.

Fact Sheet: Establishing and Running
Community Committees

Fact Sheet: Types of Organisations Working
In and With Communities

Fact Sheet: How to Raise Funds

Fact Sheet: Public Participation — Getting
Involved in Decision-Making that will Affect
Your Community

Fact Sheet:What are My Right s and
Responsibilities as a Volunteer?

Fact Sheet:Why Should | Volunteer?

Fact Sheet: Making Use of Volunteers

Is My Community Project Working? A Basic
Guide to Evaluation

Let’s Get Involved with Our Communities: A
Guide

. Understanding My Community’s Needs: A

Guide

. Developing Life- Skills for Citizenship: A

Guide

Get Active! You're A South African

My Rights and Responsibilities as a South
African Citizen

What Does Democracy Mean for Me?
The Nuts and Bolts of Volunteer
Programmes and Policy

. Understanding Volunteering: A Guide for

Young People

29
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HEALTH AND
WELLBEING

®© N o

Coping with Teenage Pregnancy:A Guide for
Young People

Dealing with HIV/ AIDS in the Workplace: A
Guide for Young People

Fact Sheet: Substance Abuse and Addiction
Fact Sheet: Do | Have a Substance Abuse
Problem?

Fact Sheet: How Substance Abuse Affects
Your life

Fact Sheet: Sexually Transmitted Infections
Fact Sheet: Preventing HIV/AIDS

Fact Sheet:Voluntary Testing and Counselling
Fact Sheet: Positive Living

. Fact Sheet: Healthy Eating

. Fact Sheet:The ABCs of Good Health
. Fact Sheet: Leisure and Fitness

. Safe Sex Revolution: A Guide for Young

People

youthconnect

08600 YOUTH (96884)

This publication is available upon
request in multiple formats.

For more information contact:
National Youth Development Agency (NYDA)
Contact, Information and Counselling Programme

P O Box 982, Halfway House, 1685
Block P, Central Park, | 6th Road, Midrand, South
Africa

E-mail: info@nyda.gov.za

This publication is also available electronically on
the Worldwide Web at the following address:
http://www.nyda.gov.za
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