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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.















[bookmark: _GoBack]Read the following case study then answer the question that follows:
Brimstone, Taste Holdings and Nedbank to pave a new way for potential franchises
Published: 1 August 2013
In an effort to afford more opportunities for entrepreneurs in franchising, Brimstone Investment Corporation Limited, Taste Holdings Limited, and Nedbank Limited have entered into a tripartite agreement that is set to pave a new way for the franchising industry in South Africa. Brimstone is a shareholder in both Taste Holdings and Nedbank.
In a strategic move to assist entrepreneurs who are interested in franchising to accelerate their progress, the three partners have signed a landmark agreement that will facilitate the possibility for 50 new franchisees to open The Fish & Chip Co. fast food outlets. 

The initiative, known as Sisonke (the Zulu word for ‘we are together’), aims to provide competitive funding for potential franchisees who, under normal circumstances, would not have the required security to acquire a franchise. It will introduce new entrants to a successful business model, thereby reducing the risk of failure for new entrepreneurs. It will also create new job opportunities, which, through extensive training and a long-lasting transfer of skills, is set to boost the South African economy in the long run. 

The Fish & Chip Co. is a fast food franchise brand owned by Taste Holdings that has shown remarkable growth since being acquired by Taste Holdings in 2011. Since its inception, over 300 outlets have been established countrywide, enabling the creation of much-needed jobs. It is estimated that more than 3300 employment opportunities have been created to date, through approximately 250 individual franchisees operating The Fish & Chip Co.’s stores. With the tripartite agreement, Taste Holdings is aiming to increase this number even further. 

“Taste has for a long time held the view that franchising is corporate social responsibility in action every day. By partnering in an innovative way, three corporates are making a unique contribution to the economy by creating meaningful jobs through sustainable entrepreneurship,” shares Carlo Gonzaga, CEO of Taste Holdings.

Mustaq Brey, CEO of Brimstone echoes his sentiments. “Brimstone has thrived on its partnership approach to investment. This initiative is further testimony to that, as we have brought together two of our underlying investments in this tripartite initiative. Furthermore, it speaks directly to our social objective of having a positive social and economic impact.” 

Through the initiative, potential franchisees who lack the required security for an investment of this nature, will be able to access the funding with the help of Nedbank. Franchisees need to invest a basic deposit of R120 000 in cash instead of the full R550 000. The balance of the total set-up cost (including working capital) will then be funded by Nedbank.

“This agreement demonstrates Nedbank’s continued commitment to the development and growth of small business in the country which goes beyond merely providing access to finance, but also sourcing tangible solutions to make job creation a reality,” says Mark Rose, Head of New Business Development Nedbank Business Banking.

The advantage to the franchisee is that entrepreneurs need no security or collateral to secure the investment, as Brimstone will provide a guarantee for part of the franchisee’s obligations. The franchisee will also be offered a preferential funding rate from Nedbank. 

Managing executive of The Fish & Chip Co., Marcel Strauss adds that the tripartite agreement will add to the company’s black economic empowerment success and footprint in South Africa to ensure further market entrenchment. “With 76.57% of our over 300 nationwide stores being black owned, we have no doubt that the tripartite agreement will be able to further expand our brand’s impeccable growth and market penetration. We look forward to welcoming our new franchisees who will take the business from strength to strength, and who will continue to help us stimulate economic growth.” 
(Adapted from: http://www.publicityupdate.co.za/?IDStory=55467 date: 08/01/2014)
Question:
You have been asked to further explain to potential franchisees the workings of a Franchise business model. Critically assess the entrepreneurial qualities and teamwork competency needed to run a franchise successfully. Also discuss possible challenges these franchisees might face within their environments and provide the necessary strategies to overcome them.
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