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PLEASE READ THE FOLLOWING INSTUCTIONS CAREFULLY
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1. This paper consists of 3 pages, including this page. Please check that the question paper is complete.

2. Refer to the case study and examples relevant to the case study where applicable.

3. Use your own words and insight when answering questions.

4. Candidates are advised to pay special attention to the use of language.

5. It is in your own interest to write legibly and present your work neatly.

The following aspects may be considered when marks are allocated in this paper:

· Format
· The CORRECT format for each question must be used, e.g. report, letter or dialogue.
· Where applicable, include an introduction and conclusion.
· Use headings and sub-headings where appropriate.
· Terminology:  Correct Business terminology should be used.
· Content: Must be sufficient to cover all aspects of the question.
· Substantiation: Justification for the statements made.
· Application to case study/context.
· Creative problem solving rather than just giving theoretical facts.
· Synthesis and sequencing.

















Read the following case study then answer the question that follows:
The Fish & Chip Co.
[image: fish and chip The Fish & Chip Co.]
Making a traditionally British dish a raving South African success.
[image: fish chip The Fish & Chip Co.]The Fish & Chip Co.’s New Business Development Manager, Milos Mazalek, provided the editors of Business World Africa with some insights into the promising opportunities that the fast food franchising outlet offers franchisees.
Currently, The Fish & Chip Co. is positioned as one of the fastest growing fish takeaway fast food businesses in the country, with over 300 outlets countrywide. Since its establishment as a franchising concept in 2009, the group has seen exceptional growth and continues to dominate the market.
Taste Holdings purchased the business from its original owners in November of 2011. CEO of Taste Holdings, Carlo Gonzaga, saw that the addition of The Fish & Chip Co. as a great opportunity to expand the group’s footprint in the management of franchising subsidiaries in the food and jewellery market.
“The acquisition was a sound business move. Not only did it afford us a considerable foothold in the greater South African market with fish considered the 4th largest fast-food category in the country, but also permitted Taste Holdings greater access to the lower LSM consumer segment,” Mazalek shares on the acquisition. The franchising model also affords more South African entrepreneurs the opportunity of realising their franchising dreams.
“With low set up costs for stores and valuable operational support, the brand offers potential franchisees with an excellent platform to build a sustainable business. Approximately 67% of our franchises are black owned, proving that the franchising concept is affording more entrepreneurs in the emerging black market with the tools to excel.”
Franchisees also start to see the conversion from investment to profits rather quickly with the Fish & Chips Co. model. Mazalek notes that there is significant opportunity for growth into the largely untapped Western Cape and KwaZulu-Natal provinces presenting Taste Holdings and potential franchisees with the opportunity to expand into these coastal areas.
When it comes to the success of The Fish & Chip Co. the proof is in the numbers. In 2012 alone 120 stores were opened. In more literal terms, that is one store approximately every three days. The total growth now sits at around 300 stores and it is estimated that approximately 3,300 employment opportunities have been created to date.
Gonzaga further stated that the acquisition presented Taste Holdings with the opportunity to aggressively double the size of the franchises that existed as part of the previous holding company, and along with that the profitability of the company. Early results from their most recent quarter suggest that a large part of the group’s profitability has been bolstered by this acquisition, and indeed increased the size of Taste Holdings by approximately 40 per cent.
As the New Business Manager Mazalek confirms that he sees the value in having The Fish & Chip Co. as a subsidiary, as Taste Holdings has been able to acquire an emerging market. When a large holding company is able to identify untapped market shares, it does not usually translate into opportunity for the general public. This is not the case with franchises. “We are looking to build our franchises to more than 400 stores soon and with the franchising model that we have executed successfully for many years, the stores will achieve success, if managers run them effectively,” he adds.
Mazalek has been with Taste Holdings for over 12 years where he fulfilled various roles. He describes his current position as New Business Development Manager as the initial contact point between Taste Holdings and potential franchisees. After bringing a franchisee into the business the company has a plethora of national and regional business managers that provide direct support to the franchises under their brand umbrella. The new franchisees will then they receive training from third parties who are able to bring them up to speed on everything they need to know. They take particular care in educating them on the best practices that can be instituted in order to produce the best end product.
According to Mazalek, the ideal franchisee is one who is able to see a retail storefront as both an investment as well as a working asset. “We want our franchisees to know that they will get out what they put into it. It’s the nature of the business with consumable foods. Goods come in, we manufacture, and we sell. When it is well managed it positively affects the profitability. To maintain the highest standards, it is crucial that stores be owner managed as this will ensure the business procedures are monitored effectively.”
“Our product lends itself to the mass market of South Africa, including poverty stricken areas. As we understand this market, we know that they try and stretch a couple of Rands as far as possible, which makes our meal offering ideal. They can get a meal for R22 – R30, that can literally feed a family of two, or a gathering of three people. You simply are not going to get that at any of the other food brands.”
At the present time, Mazalek reports there are about 250 individual franchisees operating 300 stores. “That’s what it stands at today. But we are projecting growth that will take that number up by about 10 to 12 stores a month.” This growth will see an additional 120 – 144 new storefronts opened in the next 12 months.
The Fish & Chip Co. looks to build on an already well received brand, and open up the market and to the franchisees who have always dreamed of owning their own business. By thinking locally, and meeting market demands it is already evident that Taste Holdings and their group of companies is poised to expand and become more profitable over the short and long term.
(Adapted from: http://www.businessworld-africa.co.za/african-business-profiles-and-featured-articles-bwa-magazine/african-food-beverage-industry/the-fish-chip-co/ date: 08/01/2014)
QUESTION:
Mandla is a 19 year old boy and has been looking at becoming an entrepreneur. After trying to start his own business and failing. He has decided to buy into the Fish and Chips fast food franchise owned by Taste holdings. He is concerned as to whether he has the capabilities to run a business of this nature. 
Write a business report to Mandla in which you help him understand the entrepreneurial qualities needed to succeed as a business owner. Also help him understand the Market environment he will be operating in. Use an appropriate tool to help Mandla understand this environment. Also assess the Fish and Chips fast food business with the use of the Timmons model to help Mandla see a bigger picture of the business he is buying.
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