A practical guide for
small/business owners

® Starting your business

In this issue:

® Managing your business
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in their planning
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Getting the basics right

Have you got what it takes to run
your own business? Ask yourself
these questions

Which structure suits

your business best?

The ins and outs of being a sole
proprietor, close corporation,

or Pty (Ltd)

Costs: How much are you in for?
Determining start-up costs; hidden
costs; calculating actual profit; and
managing cash flow efficiently

What assistance is available?
What banks want and what they
offer; government incentive schemes
and grants; venture capital; and
equity funding

Untangling technology

How to decide what infrastructure
you need and which hardware,
software and connectivity products
you shouldn’t be without
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Getting a handle
on human resources

Financial foundations

Leasing vs purchasing, financial
admin and management — and
technology that does it for you!

Legal requirements
Tax compliance and tax trimming
tips; legalising your software

Insurance essentials
What needs to be insured?
You'll be surprised!

Marketing your business
Low-cost ways to promote
your business

Real life
Why a 34-year-old tobacconist
business turned to e-commerce

Real help

Where to learn more — must-see
websites, useful contacts and training
opportunities
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The opinion(s) view(s), information, article(s), reference(s), competition(s) or offer(s)
(the "Material"), contained in this publication are published without any responsibility
whatsoever on the part of Real Business, Fujitsu Siemens Computers, MWEB Business,
Microsoft and Standard Bank (the "Sponsors”) or Words'worth (the “Publisher”). The
Material contained herein is based on the best available information at the time of
publishing. The Sponsors and Publisher hereby disclaim responsibility for any Material
contained in the publication which may be incorrect, unacceptable or inaccurate, and
shall therefore not be held liable under any circumstances, for any loss, damage, costs,
expense or injury (including without limitation direct, indirect, incidental, special,
punitive or consequential loss or damage) which loss, damage, costs, expense or injury
results from a reader or other third party, utilising any Material herein.

Making small business
work in South Africa

Do you own a small business, or are you an entrepreneur

®

with an idea that you can't wait to get off the ground?

Well, you are in good company. Small, Medium and Micro Enterprises (SMMEs) contribute around
40% of South Africa’s gross domestic profit and employ more than half of the private sector work-
force. It is estimated that as much as 80% of new jobs in world economies are being created by

SMMEs, making small business a key player in the future growth of our country.

This Small Capital handbook is the first in a series of practical guides that offer clear explanations,

logical suggestions and expert advice for small business owners in South Africa.

This issue focuses on starting and managing your business. It contains the
tips, tools and “must-have” references you need to save time, share know-

ledge and secure maximum returns on your small business investment.
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Getting the basics right
You've got the office, the chair, a million-dollar idea and
you're raring to sign up your first new customer. But have you

really got what it takes to run an efficient business?

Starting an entirely new business is uncharted
territory for most people. It offers great rewards,
but equally high risks — around 80% of all new
small businesses fail within the

first five years. Wanting to be your
own boss isn't enough to make
you successful and, before you set
up shop, you need to think hard
about whether you have the right
temperament, leadership skills,
support system and dedication to

be an entrepreneur.

Evaluate your strengths and
weaknesses by honestly answer-

ing the following questions:

Are you a self-starter?
You need to be able to develop

and drive projects, manage

your time and follow through on details.

Are you willing to work long hours? When
you own a business you're committed to it

24 hours a day, seven days a week — particularly
during the first few years.

Are you good at making decisions? As
a sole owner you will have to make decisions

quickly, under pressure and on your own.

Do you plan well? Research indicates that
many business failures could have been avoided
through better planning. Good organisation of
financials, inventory, schedules and production is
the oil that keeps any business engine running
smoothly.

Do you have the strength to stay
motivated? Running a business can wear you
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down, especially when all the responsibility is
on your shoulders. It takes strong motivation
and passion to survive a slump in business, or

periods of burnout.

Are you willing to invest? True entrepre-
neurs put their money where their mouths are,

and this might mean using personal savings or
property.

Have you considered the possible impact
on your family? Starting a business can be
hard on family life. The strain of a spouse who
isn't behind you 100% may be hard to balance
against your new business demands. There also

may be financial difficulties until the business

makes a big ¢

becomes profitable, which could necessitate

lowering your standard of living.

Do you have a network of friends or
associates who could provide outside
financing? Insufficient capital is a key cause

of small business failure. If you are not able to
obtain enough funds from a bank, you may need
to rely on funds from friends and family. Most

start-up business are funded this way.

If you can answer YES to most of the above
questions, then you may have the potential to
join the ranks of successful SMME owners. If you
can't, you need to consider whether starting a

small business is the best solution for you.

INEss S ma I I % It is estimated that more than 1,5 million self-employed people constitute the

SMME sector, contributing about 40% of the total remuneration in South Africa.

ne‘s b u S i n ess &) According to the Companies and Intellectual Property Registration Office, there are

880 000 registered CCs and 340 000 registered companies.

Micro/informal businesses appear to make up most of the SMME sector. According
to the South African Revenue Services there are 510 000 registered VAT vendors.

d Iffe re n Ce é Small businesses employ approximately 55% of the country’s labour force.*

*From www.smallbusinessonline.co.za




Are you failing to plan, or planning to fail?

A business plan is crucial to the success of

@ any business. This plan is simply a

step-by-step exercise in forward thinking.

A sound business plan should contain crucial budgets and cash flow
forecasts that will show how much profit you can expect your business to
make, how much finance you will need and the risk involved. This helps to
demonstrate your business idea, how you want to implement it and the

long-term viability thereof.

The importance of a comprehensive, well thought-out business plan can-
not be overemphasised. Much hinges on it: outside funding, credit from

suppliers, management of your operation and finances, promotion and




“In a sense, circumstances forced us into an
electronic presence. We knew South Africa was
not yet ready for it, but we had to seize the gap
by being the first tobacconist to have a web
presence.”

WWW = work, work, work
The decision was easy; the implementation a
little more challenging.

Firstly, it took a number of years to sort out the
intricate details required for a purchase site, gain
access to a safe shopping portal and provide the
minutest detail of every item in the 1 200-plus
inventory.

Secondly, it proved prohibitive to hire outside
expertise to manage the website. Fortunately,
the “can-do” approach of his wife Gillian, and
her computer-erudite sister Dee, who was disil-
lusioned with the teaching profession, led to the
decision to manage it themselves. (This initiative
spawned another small business, Deezine:

dee.k@mweb.co.za.)

"\We do everything: from coming up with the
ideas for the content, writing the articles and
taking the photographs, to taking control of the
inventory, and uploading everything onto the

website. If we had to employ outside people
to do all this, it would have cost a fortune,”
says Gillian, who is the prime driver behind the

website.

Despite the promise of technology's ability, a
website is hard work and requires constant
attention. With an overseas trip looming, the
couple have to ensure sufficient content and
special offers to keep the website updated in
their three-week absence. And the constant
need for new ideas, or innovative approaches to
special offers, is particularly challenging.

Some of the most successful retail websites

are those that have bricks and mortar outlets

to support the Internet business, and Wesley's
experienced this first-hand. “Many customers go
into an outlet because of something they saw
on the website. And often they will be enticed to
buy something else because the shop’s interest-
ing alternatives distract them from their original
goal.” Thus the two forms of retail complement

one another.

"One thing is certain: you are not assured of
making money out of your website in the short
term,” says Colin. “We use the site as an educa-

tional medium for pipe and cigar lovers as well

wensite

DISCIPLINED

CONCERNED

COMMITTED

DOES NOT CONFUSE




In 2000, at age 63, Colin Wesley launched www.wesley.co.za.

A text-book example that a successful businessperson never stops learning.

as a communication tool with our customers.
By carefully structuring our special offers and
seasonal content, we use the website to ‘pull’
customers into the franchise outlets. Basically,
the website is just another shop for us.” (“One
with low rent, high costs and little income at

present,” quips Gillian.)

Wesley's runs a parallel purchase site, which

is managed by MWEB Business's shopping
portal, SafeShop. “When we started we had to
weigh every single item for listing and postage.
We totally underestimated the work required,”
admits Colin.

“What we had hoped for when we started out
was that we could apply modern technology
to a traditional retail set-up and communicate

more effectively with our customers. In that goal

Bestadvice

Writing for-the web is a specialised
skill, but can/be expensive. In fact, if
your-business is built on your personal
reputation, the words should sound as if
they come straight from you.

The golden rule: Keep it short.

Colin and Gillian Wesley in their shop at
Rosebank, Johannesburg.

we have succeeded. As a purchase site it is not
yet a financial success but we know that it will
be in time — just like opening a shop in a new
shopping mall. And we won't stop trying to con-
stantly improve the website.”

(

Now put that in your pipe and smoke it. /"~

Usetulfimk

Seventwentyfour.com — subscribe to this
link service which'informs you what is
linked on your website.and whichlinks
are broken'or dead.



1 2 th To WIN this package and expose
a m 0 n your small business to a much bigger
market, send the following details via

We bs ite email to website@mweb.com, or on a

postcard to Small Capital Competition,
MWEB Business Marketing,

pa Cka g e from PO Box 84631, Greenside, 2034.

Your full name

MWEB BUSineSS Company name

Telephone number

WO rth Over R1 0 000 ! \l;\(I)I:;:Iisa(:lgLiscsore business?

How long has your business been in

Contains everything you need to get your operation?
website up and running — in just seven days. FUETIERIIEEEE S D

and the judges’ decision is final. Entries must be
e Internet access via analogue dial-up connection ¢ Domain registration — received by 30 April 2005. No MWEB employee

.0.za, .com, .info, .biz, .net or .org ® Two business email addresses or their immediate family members may enter.
* A website designed to your specifications ® Web activity statistics Winners must be prepared to transfer existing
0 a a Internet services to MWEB. Internet access
¢ 12 months’ free website and database hosting . . .
upgrades will be charged at full price. Installation
LI

of digital lines will not be the responsibility of
MWEB. Winners will need to make themselves
available for website training. Domain registration
dependant on availability of choice.

NEED ADVICE? FREE GIVE-AWAY

What Internet package would suit your business best? What type
of connectivity do you need? What other services are available?
The MWEB Business Advisor will help you find the answers.

For a FREE copy of the MWEB Business Adviser, email the infor-
mation required (see right) to adviser@mweb.com, or send it on a
postcard to Business Adviser request, MWEB Business Marketing,
PO Box 84631, Greenside, 2034.



Where to learn more




Online resources

http://small-business-hub.co.za

A meeting place for people in small business

and entrepreneurs.

www.successfulbusinessplans.com

For a free business plan template, and quick and

easy general guides.

www.jumpstart.co.za

Business advice and venture capital for entrepre-
neurs in the technology (financial sector), media,

telecoms and tourism industries.

www.myownbusiness.co.za

A site within the Moneyweb network that offers
support, news and advice to South African

entrepreneurs.

www.seda.org.za
The Small Enterprise Development Agency, a

development and support agency operating
within the Department of Trade and Industry.

www.upstarts.co.za

Founded by Mark Shuttleworth, Upstarts pro-
vides facilities and business support services to

entrepreneurs.

Www.entrepreneur.co.za

Information to support and help develop

entrepreneurs.

www.bizassist.co.za

A database of businesses offering services or

products to one another.
www.bizland.co.za
Applications, services and information that are

indispensable to the small business.

http://africa.smetoolkit.org/

Free software, forms and tools for small business

in Africa.

www.thedti.gov.za
The official website of the Department of Trade

and Industry.

www.frain.co.za

Franchise advice and information network.

www.brain.org.za
The South African Business Referral and

Information Network, which offers value-added
information to SMMEs in South Africa.

www.theinnovationhub.co.za

A hi-tech business hub in Gauteng that provides
business support to technology-rich and
innovation-based businesses through their

start-up, survival and growth stages.

www.realbusiness.co.za

Real Business, a printed supplement in Business
Day on the third Monday of every month, has a
huge store of online articles to help manage a
business. Topics include management strategy,

leadership, marketing, BEE and starting out.

Equipment rental

www.spartan.co.za
A Microsoft-affiliated provider of rental and

finance solutions for certain types of technology
hardware and software assets. These include
rentals, support and maintenance, upgrade
options and insurance. Spartan can be contacted
on tel (011) 886-0922.

Software vendors

www.microsoft.com/southafrica/

solutionware
BG0003
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