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SECTION A

¢ This section is compulsory.

¢ Read the following case study and answer ALL the questions in this section. Use
the space provided below each question for your answer.

o The total for this section is 30 marks.

Charming business

Finding the perfect piece of jewellery in Sharon Maack and Ashleigh Small's flagship,
Store Limpelloula 15 easy — and won't break the bank The tiny shop with its pastel
coloured walls In Melrose Arch 1s different to the other jewellery shops in the area. It
offers affordable, everyday pieces In particular, fashionable Pandora charm braceiets
For the two fnends, the business offered a second chance and the name — Limpelioula,
which means dragonfly and symbolises a transformation or rebirth. After working for a
family-run jewellery store in Johannesburg for 15 years, Maack approached Small to
partner the Limpelioula endeavour "l had to go out and get a job but | didn't want to
work for a boss — and | knew | needed a partner,” says Maack. Small, a mother of two
teenage daughters was looking for something to sink her teeth into and immediately felt
Maack's expenence and her belief in the store’s concept was reasons to stick around.

Limpelloula stocks a majonty of Thomas Sabo jewellery and in less than two years has
become the brand's second biggest distributor in South Africa. Prices range from R299
for a charm to R15 000 for watches or larger pieces, and Limpelloula has been breaking
even since its first month of trading. However, despite the shop's success during what
has been a tough time for retailers, the women are quick to explain how easy the move
into business ownership has been for them

With blind faith Maack says she signed the lease for the shop before she had a partner,
or even supphers, secured. At a time when banks were stingy with loans, the women
also decided they didn't want shareholders shanng in the shop's success once the
concept took off. "It was a huge thing to go to the family and say: 'l need R350 000' —
asking them to have faith in me because | had faith in this 1dea," says Maack. Small was
able to use her mortgage to secure a bank loan to be paid back within 5 years for her
portion of the finance. "Everything about this store has just fallen into place," she says.
Once the lease was signed the women approached distributors and had a meeting with
the directors of wholesale distributors Sutherland & Goodman, who gave them
exclusivity for their area. “It's been phenomenal They believe in our shop as much as
we do,” says Small. "We feel like partners with them.” Last year Limpelloula was the first
store in SA to launch the Pandora brand.

Pandora charms are the new millennium's version of the charm bracelet Its bulky,
round charms represents personal meanings to their wearers. The brand is the number
one seller globally, with a piece of Pandora jewellery being sold every second. "We kept
our finger on the pulse and the day it was awarded to be sold in South Africa | phoned
the agent, who was completely surpnsed | even knew (about the award)," says Maack
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The Pandora brand now represents 30% of Limpelloula's sales Both Maack and Small
wear Thomas Sabo and Pandora jewellery. Pretoria-born Maack 1s mother of two boys
aged 11 and 14 and moved to Johannesburg in 1985 to pursue a corporate career.
When she met her husband, she worked evenings and weekends to expand his
manufacturing workshop intc a retail business and a few months later, in 1993, Jjoined
the jewellery business full-time for 15 years Her exposure at the jewellery shop was
broad: she worked on site and sold top-end products with gems as perfect as nature
can make them.

The two women have been fnends for 17 years, since meeting In Maack's family
jewellery shop. Small had been a stay-at home mother and wife and had some
expenence running a corporate catering business at the time she realised she wanted
to go into partnership with Maack. It's easy to see both have known each other for a
long ttime They don't finish each other's sentences, but you do get the feeling the two
have mastered the art of telepathy a few years into their friendship, because their
thoughts are so in tune. "We're alike enough to enjoy each other's company every day
but different enough to work together," said Small. Loyal following by way of example,
Maack says she would never have stocked jewellery in the form of skulls, but Small
insisted and now the shop has a loyal following of Goths with a taste for jewellery.

Secunng space In Melrose Arch's new shopping area was a bnlliant move by Maack.
The centre combines shops, offices and restaurants and will be incredibly difficult for
small retailers to enter into once disposable incomes begin recovering. Limpelloula aims
to expand next year and they're looking at Pretona, Durban and Cape Town where the
brands they stock aren't dommant yet. Both are quick to heap praise on the
management at Melrose Arch, but believe you can't sit back and rely solely on the
shopping centre's management to drive shoppers into their store They advertise in the
national Jewish Report and raise funds for the Breast Health Foundation at an annual
women's golf day. "People need to be drawn into the shop and find something they
love. But it can't end there' the packaging has to be beautiful and the customer must
leave with a feeling it was a personal experience," says Small "When the lift doors open
In the moming and I see our shop, | realise | really love coming here every day," says
Small.
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Question 1.1

if own sources of finance are inadequate, the owner of small businesses may tum to
more formal channels of financing

1.1 1 Discuss the three types of loans that a business can consider (6)

1.1.2 Which type of loan did Small use? Provide evidence from the case study to
support your answer (2)
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Question 1.2
Identify and discuss three advantages of the two types of advertising practices that were
used by the owners of Limpellousa. (7)
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Question 1.3
Managing costs can be a complex challenge but there are approaches such as the ABC

method that can help minimize these costs Describe the ABC Inventory Classification

System and give examples of each category for an item common to a jewellery store as
in the case study (7)
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Question 1.4
1.4.1 Identify the type of organisation form that was used by Limpellousa and provide
evidence from the case study for your choice (2)

1.42 Descrbe three (3) advantages and three (3) disadvantages of this specific
organisation form. (6)

TOTAL SECTION [30]
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SECTION B

o Answer ANY TWO of the following three questions in this section, in the space
provided for each question.

¢ Also indicate the numbers of the questions you have answered on the cover of this
book.

QUESTION 2

21 Jaco, the owner of Pretoria East Gardens, wants to know how his company is
operating from a financial perspective. His accountant has given him the
following numbers: Sales R325, 000, Operating Profits R50, 000, Current Assets
R125, 000, Current Liabilities R40, 000, Total Assets R350, 000 The ice cream
retail industry norms include Operating Profit Margin 10%, Return on Assets 11%
and Current Ratio 2.7. Calculate both the company’s liquidity and profitability on
its assets and compare the values to the industry ratios. (6)

2.2 Caleb owns a small deli and 1s focusing on developing his business relationship
with customers Explain the importance of the five indicators of extraordinary
customer service that Caleb should consider in order to develop and provide
great customer service. (5)

2.3 In credit sales, the seller provides goods or services to the buyer in retumn for the
buyer's promise to pay later. The major reason for granting a credit 1s to make
sales Describe the types of credit available to small business owners 9)

[20
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QUESTION 3

3.1

3.2

33

The nature of a firm affects its financing sources Describe the four basic factors
that determine how a firm i1s financed (8)

It is a high risk to enter the entrepreneurial environment Risk management
consists of all the efforts to preserve assets and the earning power of a business.
Explain the five steps that are required to develop and implement a risk
management programme. (5)

Sally is a new customer at Fit and Strong, a training factity for marathon athletes.
Upon entering the facility, the receptionist asked Sally to fill out a customer profile
questionnaire in order to collect data for company files What information 1s hkely
to be asked of Sally? (7)

[20]
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QUESTION 4
41 Discuss the three (3) main considerations in evaluating a channel of distnbution.
(3)
42 Recrutment activities identify prospects for empioyment To reduce the nsk of
taking an uninformed gamble on applications of unknown quality an employer
must follow certain steps Describe the five (5) steps in evaluating job
applications (10)
43 Describe the three (3) marketing philosophies. (3)
44 Capital-budgeting analysis helps managers to make decisions about long-term
investments Discuss any two (2) techniques commonly used when managers
make capital-budgeting decisions (4)
[20]
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TOTAL SECTION B {40]

TOTAL [70]
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