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Read the following case study and answer the question that follows:
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Two entrepreneurs reap riches from 
refuse bags


A chance meeting of two women at a small business
workshop three years ago spawned a successful 
packaging company that now boasts a turnover of 
more than R300 000 a year and 8 employees. 

Londiwe Sgudu and Sibongile Mkhize are the co-owners of a successful packaging company, L&S Packaging. Their company buys and sells about one million garbage bags in and around Pietermaritzburg each year. L&S Packaging's biggest client is the municipality, which buys about 300 000 bags a year. The demand for plastic material is growing substantially each year. 

The company buys ready-made bags from bigger companies, but is now looking into opening its own manufacturing plant. Mkhize said: "Not having enough money is the biggest challenge for us, because the bigger companies that we buy from inflate prices and we have no choice but to buy from them. We were sometimes unable to meet our deadlines because they have their older customers who come first and the municipality's order is very large," said Mkhize.
The women are considering locating their own manufacturing plant in Pietermaritzburg and are looking for suitable premises that would have a big enough power supply to run the machines. 

They need to buy equipment at a cost of more than R1 million and would need a loan to finance it. They hope to compete with other big companies in the future and produce anything that has to do with plastic. They would also like to add recycling to their portfolio and have plans to branch into making handling bags for supermarkets. 

The women realise that they are entering a difficult phase as the prices of their raw materials as well as petrol are going up, but their path so far has taught them to deal with and not to feel overcome by challenges.

Adapted from Business Report (published by the web) on April 23, 2008. By Slindile Khanyile


Question 

Londiwe and Sibongile have seen an opportunity to expand their business and to establish their own manufacturing plant. Before they establish their own factory, they would need to consider several factors. 
· Write a business letter to Londiwe and Sibongile in which you address the factors they need to consider when choosing the location of their factory.

· Your letter should also mention the important role that Londiwe and Sibongile, as entrepreneurs, are fulfilling in our economy.
