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Chapter 4

Research the Viability of a New Venture Ideas/Opportunities

An idea is cheap. The ability to evaluate whether an idea can become a profitable, sustainable

business is rare — and infinitely more valuable. This chapter equips you with the frameworks, tools,

and analytical discipline needed to separate genuinely viable business opportunities from those that

merely feel compelling. You will learn how to conduct rigorous viability analysis across market,

technical, and financial dimensions; how to assess your own fitness for a specific venture; how to

audit the resources you will need; how to choose the right location; how to understand and comply

with the legal landscape; how to identify, assess, and manage business risk systematically; and how

to build a preliminary evaluation report that will withstand the scrutiny of investors, lenders, and your

own honest judgment.
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By the end of this chapter, you will be able to:

✦ Assess own business ideas and opportunities using structured market, technical, and financial

viability frameworks.

✦ Identify and apply primary research methods — questionnaires, interviews, focus groups, and

observation — to evaluate a specific venture.

✦ Identify and use secondary research sources relevant to the South African business context.

✦ Analyse the advantages and disadvantages of a specific business opportunity from multiple

stakeholder perspectives.

✦ Apply seven structured criteria to select or reject a business venture idea.

✦ Define and apply the four essential features of a new venture: market share, sales volume, asset

value, and independence.

✦ Screen a business opportunity against your own aptitude, interests, values, and skills using a

structured framework.

✦ Conduct a comprehensive market conditions assessment for a proposed new venture.

✦ Execute a full competitor analysis and translate findings into specific competitive strategies.

✦ Audit the human, physical, and financial resources required for a proposed new venture.

✦ Conduct a training needs analysis using skills gap analysis and SWOT methodology.

✦ Create a Personal Development Plan (PDP) linked to the requirements of a specific new venture.

✦ Identify and justify the optimal location for a new venture using nine structured location criteria.

✦ Identify and understand the key legal and regulatory categories applicable to South African new

ventures.

✦ Explain the concept and purpose of risk management in a new venture context.

✦ Categorise business risks using twelve standard risk categories and assess their probability and

impact.

✦ Explain the risks specifically associated with being an employer and identify mitigation strategies for

each.

✦ Apply five risk treatment strategies — avoid, reduce (probability), reduce (consequence), transfer,

and accept — with real-world examples.

✦ Understand the role and types of business insurance in a comprehensive risk management

framework.

✦ Compile a structured preliminary evaluation report using a fourteen-question opportunity

assessment framework.

✦ Apply four standard business valuation methods to estimate the current and potential value of a

small business.

Section 1: Identifying and Assessing Business Opportunities
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Most people who dream of running their own business overestimate the commercial potential of their

ideas — and underestimate the rigour required to test them. The business that exists in your

imagination, where everything goes to plan and customers arrive willingly, is very different from the

business you will actually build. This section provides the tools to bridge that gap — to stress-test

your concept before you invest your savings, your time, and your reputation in it.

1.1 The Three Pillars of Viability Assessment

Before any business idea deserves serious investment of capital or time, it must be evaluated across

three interconnected dimensions. A weakness in any one pillar can doom an otherwise attractive

opportunity:

Market Viability — Is There a Paying Market?

Market viability is the most fundamental question: will people pay for this product or service, at a price

that makes the business financially sustainable?

Assessing market viability requires evidence, not assertion. You must be able to name — specifically

— who your customers are, how many there are, how frequently they will purchase, at what price

point, and how you know this. 'Everyone needs this' is not a market analysis; it is wishful thinking.

'There are 4,500 small catering businesses in the Johannesburg metro area, of which approximately

60% outsource their cleaning supplies, spending an average of R2,800 per month, and our research

shows 40% are dissatisfied with their current supplier' is the beginning of a market analysis.

Market viability also considers the competitive landscape: who is already serving this market and how

well? Is there a genuine gap — in product quality, service level, price point, or customer experience

— that your venture can fill? What specific competitive advantage will you have that will enable you to

win customers from established players?

Finally, market viability considers growth trajectory: is this a growing market, a stable market, or a

declining one? Entering a growing market means the rising tide will lift your boat even when you

make mistakes. Entering a declining market means you must take share from entrenched competitors

while the total pool of revenue is shrinking — a far harder task.

Technical Viability — Can It Actually Be Produced?

Technical viability asks whether the product or service can actually be produced or delivered as

envisioned — at the required quality, in the required volumes, with the available technology and

resources, and at a cost that makes the business financially viable.

The assessment covers: the complexity and reliability of the production process, the availability and

cost of raw materials and inputs, the technology required and its maturity and lifespan, the expertise

needed (and whether you have access to it), the impact of external factors such as exchange rate

volatility on import-dependent inputs, the regulatory compliance requirements for production or
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service delivery, the infrastructure required (power, water, logistics, telecommunications), and the

scalability of the production model as volume grows.

For service businesses, technical viability includes: whether the service can be delivered consistently

at the required quality level, whether the talent required to deliver it can be recruited and retained,

whether the service model is economically scalable (can you serve ten times as many customers

without ten times the staff?), and whether the customer interaction and experience can be

systematised to ensure consistency.

Financial Viability — Do the Numbers Work?

Financial viability is the arithmetic of opportunity. It translates all other dimensions into numbers and

answers the most fundamental business question: will this venture generate more money than it

costs to run?

The financial viability assessment covers: start-up capital requirements (how much will it cost to

launch, including all one-time investments and the working capital needed to operate until the

business becomes self-sustaining?), revenue projections (how much will the business earn in Year 1,

2, and 3, based on realistic customer acquisition and retention assumptions?), cost structure (what

are the fixed and variable costs of operating the business?), break-even analysis (at what revenue

level do total costs equal total revenue?), cash flow projections (when will cash come in and go out,

and are there periods when the business will have insufficient cash to meet obligations?), and return

on investment (what return will the entrepreneur and any investors receive on the capital committed,

and how does this compare to the return available from alternative uses of that capital?).

Financial projections must be built on clearly stated assumptions — not optimistic guesses.

Stress-test every assumption: what happens if revenue comes in 30% below projection? What if a

key cost rises by 20%? What if the break-even point takes twice as long to reach as expected? A

business plan that can withstand realistic stress scenarios is infinitely more credible — to investors, to

lenders, and to yourself — than one built on best-case assumptions.

1.2 Research Methods for Viability Assessment

Viability assessment is fundamentally a research exercise. The quality of your conclusions is only as

good as the quality of your data. Entrepreneurs have access to two complementary types of

research:

A. Primary Research — Data You Collect Directly

Primary research gives you data that is specific to your venture, your market, and your target

customer. It is more costly and time-consuming than secondary research, but it is also more precise

and more credible to investors who know how to evaluate a business plan.
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Method Best Used For Key Strengths Key Limitations

Questionnaire /

Survey

Quantifying attitudes,

preferences, and

buying behaviour

across a large sample

Scalable, low cost,

comparable,

anonymous, easy to

analyse statistically

Shallow insight; response bias;

impersonal; dependent on question

quality

In-depth

Interview

Deep understanding of

motivations, decision

processes, and lived

experience

Rich qualitative insight;

flexible; uncovers

unexpected themes;

builds rapport

Time-intensive; costly; small

sample; risk of interviewer bias

Focus Group Testing product

concepts, messaging,

pricing, and positioning

with target customers

Group dynamics reveal

unexpected insights;

efficient; diverse

perspectives

Dominant personalities can skew;

hard to schedule; results can

mislead

Observation Understanding actual

customer behaviour in

natural context

Captures real

behaviour, not stated

behaviour; no response

bias

Cannot reveal motivations or

intentions; labour-intensive; ethical

considerations

Mystery

Shopping

Experiencing

competitors' service

from a customer

perspective

Directly comparable;

reveals gaps; builds

competitive empathy

Limited to observable elements;

time-consuming; may be

considered unethical if undisclosed

Prototype

Testing

Validating product

design, usability, and

customer experience

before full launch

Real feedback before

irreversible investment;

identifies critical flaws

early

Cost of prototype development;

results may not predict

mass-market behaviour

B. Secondary Research — Data Others Have Already Collected

Secondary research leverages existing datasets, reports, and analyses to provide context, industry

benchmarks, competitor information, and macroeconomic background. It should always be the

starting point — identify what is already known before investing in primary research to fill the gaps.

Source What It Provides

Statistics South Africa
(StatsSA)

The most authoritative source of South African demographic, economic,

and social data. Census data, income distribution, employment surveys,

and provincial economic indicators.
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South African Reserve Bank
(SARB)

Monetary policy decisions, inflation data, balance of payments, and

banking sector statistics — essential for financial projections in any

economic-cycle-sensitive business.

Industry Associations and
Trade Bodies

Sector-specific market size data, annual industry surveys, regulatory

updates, competitive benchmarking reports, and access to practitioner

networks.

Small Enterprise Development
Agency (SEDA)

SMME-specific research, sector profiles, and entrepreneurial support

resources specifically relevant to South African small business.

Company Annual Reports and
Financial Statements

Competitor financial performance, strategic priorities, investment plans,

and market commentary from management.

Business Directories and
Databases

Competitor identification, supplier networks, industry mapping, and

contact information.

Google Trends and Search
Analytics

Real-time data on what consumers are searching for — a powerful signal

of shifting demand, seasonal patterns, and emerging opportunities.

Social Media and Online
Reviews

Consumer sentiment about competitors' products and services — often

the most unfiltered source of market intelligence available.

Academic Research Rigorous, peer-reviewed analysis of consumer behaviour, market

dynamics, and industry evolution — particularly valuable for

understanding structural trends.

Government Gazettes and
Policy Documents

Legislative changes, planned infrastructure investment, procurement

opportunities, and regulatory shifts that may affect the venture.

1.3 Selecting or Rejecting a Business Venture

Not every business opportunity deserves to become a business. Applying structured criteria to this

selection decision prevents the emotional attachment to an idea from overriding the financial and

strategic judgment that good entrepreneurship requires. Dr. Irving Burstiner's selection framework,

adapted for the South African context, provides seven key criteria:

1. Capital Alignment

The most brilliant business concept is irrelevant if you cannot finance it. Before falling in love with an

idea, honestly assess what it will cost to launch and sustain until break-even — then compare this

with what you have access to. If the gap is too large, the question is not 'should I abandon the idea?'

but 'should I modify the model to fit my resources, or is this something to pursue later when I have

built more capital?'
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Many successful businesses started as simpler, more capital-efficient versions of the original vision.

A restaurant dream that you cannot currently finance might begin as a food truck or a home catering

service — generating capital and validating the market while the full-scale vision develops.

2. Market Sustainability

Distinguish between durable market trends and passing fads. A business opportunity driven by a

temporary craze — a viral social media trend, a once-off regulatory window, or a seasonal

phenomenon — may generate short-term revenue but cannot support the long-term investment

required to build a sustainable venture. Ask: Will people still need this in five years? In ten? What

structural forces support sustained demand?

Durable opportunities are typically grounded in stable human needs: health, safety, connection,

status, convenience, learning, or entertainment. The specific form in which these needs are met

evolves, but the needs themselves persist.

3. Competitive Saturation Analysis

How many competitors already serve this market, and how well? A completely empty market may

mean you have found an untapped opportunity — or it may mean that others have tried and failed for

reasons that are not immediately obvious. A saturated market means that every customer you win is

a customer you must take from an established competitor, which is far harder than acquiring

customers in a growing or underserved market.

The ideal scenario: a market with proven demand (competitors exist and are profitable) but significant

room for improvement in how that demand is served (customers are dissatisfied, competitors are

complacent, or a structural shift has created an opportunity that existing players are too slow to

capture).

4. Niche Focus Opportunity

The power of the niche is that it allows a small business to be the best in the world at serving a

specific type of customer — to dominate a small pond rather than struggle in a large one. Niche

businesses enjoy: less direct competition (most competitors prefer large, generic markets), higher

customer loyalty (niche customers feel understood and valued), stronger word-of-mouth (tight

communities amplify referrals), and often higher margins (niche expertise commands a premium).

The risk of the niche is that the pond might be too small to support a viable business, or that the

niche's needs might change faster than the business can adapt. Choose a niche that is large enough

to sustain you but focused enough to enable genuine specialisation.

5. Sector Growth Trajectory
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Growing sectors provide structural tailwinds that make business-building easier. An entrepreneur in a

growing sector can win simply by being competent — the market expansion generates new

customers without requiring them to be taken from competitors. In a declining sector, even excellent

execution may be insufficient to overcome structural headwinds. Identify sectors with strong growth

signals: increasing government investment, demographic expansion, regulatory change that creates

new demand, or technology adoption that is opening new markets.

In South Africa, sectors currently showing strong structural growth signals include: renewable energy

and energy efficiency, e-commerce and digital services, healthcare and wellness, affordable housing,

agri-processing and food security, and skills training for the digital economy.

6. Failure Rate Analysis

Every sector has a structural failure rate. Some sectors have high failure rates due to thin margins

(food service), intense competition (retail), high regulatory burden (financial services), or

capital-intensity (manufacturing). Understanding why businesses fail in your target sector —

specifically, not generically — enables you to design defences against the most common failure

modes.

Knowing the failure rate is not a reason to avoid a sector; it is a reason to enter it with a specific plan

for avoiding the traps that catch others. The entrepreneur who understands why restaurants fail (cash

flow, inventory waste, staff turnover, location errors) can design a restaurant business specifically to

address each of these failure modes.

7. Return on Investment Potential

Ultimately, a business is an investment — of capital, time, energy, and opportunity cost. The return

that investment generates must justify the commitment. Some businesses generate excellent returns

on modest capital (service businesses with low overhead); others require large capital investment

and generate modest returns for many years before achieving acceptable profitability.

Assess the ROI potential of your opportunity by modelling: best case, expected case, and worst case

scenarios. Compare the expected-case ROI to what you could earn from alternative uses of the same

capital and time. If the expected return does not significantly exceed the opportunity cost — including

the personal and financial risk premium that entrepreneurship demands — the venture may not be

worth pursuing.

1.4 Essential Features of a New Venture

A viable new venture must demonstrate potential across four essential dimensions. Understanding

each dimension — and how to measure and grow it — is foundational to both venture planning and

long-term performance management:
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Market Share — Your Competitive Footprint

Market share is the percentage of total market sales captured by your business. It is simultaneously a

measure of competitive position, a driver of cost efficiency (higher share enables economies of

scale), and a signal of brand health. The market leader typically enjoys lower unit costs, stronger

bargaining power with suppliers, and greater ability to invest in innovation and marketing — creating

a compounding advantage.

For a new venture, realistic market share expectations must be grounded in research. What share is

achievable in Year 1, based on your marketing capacity, your sales channels, and the pace at which

new customers can be acquired? What is the realistic three-year share target, assuming successful

execution of your strategy?

Market share can be grown through four levers: improving the product (so more customers prefer it),

reducing the price or offering superior value at the current price, expanding distribution (reaching

more customers in more places), and investing in marketing (increasing awareness and demand

among the target segment). The optimal strategy uses all four levers in proportion to their expected

return.

Sales Volume — The Operational Driver

Sales volume — the total number of units sold in a period — is the operational backbone of the

financial model. Revenue equals sales volume multiplied by unit price; cost of goods sold equals

sales volume multiplied by unit cost; gross profit is the difference. Understanding sales volume

targets — and the operational requirements they imply — is essential for planning production

capacity, staffing, inventory, and logistics.

Every sales volume projection must be built on specific, testable assumptions: How many customers

will be acquired each month? How often will each customer purchase? What is the average

transaction size? What is the customer retention rate? Assumptions that cannot be specified and

justified cannot be trusted.

Sales volume forecasts should be built from the bottom up — starting with realistic customer

acquisition rates and building to an annual total — rather than from the top down ('we just need 1% of

the market'). Top-down projections feel reassuring but are typically disconnected from the operational

reality of building a customer base.

Asset Value — Building Business Wealth

Asset value represents the net market value of the business — what the business is worth if it were to

be sold. For a new venture, asset value starts with the owner's initial investment. It grows over time

through: accumulated retained earnings, investment in brand equity and customer relationships,

physical assets acquired, intellectual property developed, and the reputation and systems that make

the business capable of operating without constant owner involvement.
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Building asset value is the long-term game of entrepreneurship. Many entrepreneurs focus

exclusively on cash flow (will I have enough money to pay next month's bills?) and neglect asset

value (am I building something that is worth more than the sum of its parts?). A business with strong

asset value provides not only current income but also a future liquidity event — the ability to sell,

recapitalise, or pass on a valuable enterprise.

Asset value is also relevant as collateral: a business with significant tangible assets can access more

and cheaper financing than one with only intangible goodwill.

Independence from Outside Control — Strategic Autonomy

One of the most frequently overlooked dimensions of venture assessment is the degree of

independence the venture will have from external control. Common dependence traps that destroy

entrepreneurial autonomy include: over-reliance on a single customer (if they leave, the business is

devastated), over-reliance on a single supplier (if they raise prices or withdraw, the business is held

hostage), over-reliance on a single employee whose skills or relationships cannot easily be replaced,

excessive debt that gives lenders veto power over business decisions, and dependence on a single

distribution channel that can change its terms at will.

Independence is not isolationism — all businesses depend on their relationships. But healthy

business relationships are built on mutual value, not captivity. Design your venture from the outset to

avoid single points of failure: diversify your customer base, supplier base, and funding sources;

protect critical intellectual property; and invest in systems and documentation that make the business

capable of operating without any single individual.
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Section 2: Analysing Venture Viability

The most dangerous entrepreneur is one who has found the right business but is the wrong person to

run it — or who has the right passion but the wrong market. Viability analysis is the discipline of

testing your assumptions about the match between you, your idea, and the market — before the

consequences of a poor match become costly.

2.1 Matching Yourself to the Opportunity

Research consistently shows that the fit between the entrepreneur's profile and the requirements of

the venture is among the most powerful predictors of new venture success. This assessment covers

four dimensions:

Interests — The Sustainability of Motivation

Interest-driven entrepreneurs sustain motivation through the periods when results are poor, when

customers are difficult, when cash is tight, and when the business demands more than the

entrepreneur expected. A business built on genuine interest in the problem being solved is

fundamentally different — in energy, creativity, and resilience — from one built purely on perceived

financial opportunity.

Identifying your genuine interests requires more than a career quiz. It requires honest reflection on:

what problems do you find yourself thinking about voluntarily? What activities make you lose track of

time? What aspects of your current or past work have given you the deepest satisfaction? What

would you do if money were not a consideration?

Equally important: does your identified business idea sit in the intersection between your interests

and a real market opportunity? An interest that does not map to a paying market is a hobby, not a

business. A market opportunity that does not intersect with your interests will drain you long before it

rewards you.

Aptitude — Your Learning Curve

Aptitude is the capacity to acquire skill in a specific domain — the ceiling of what you can achieve

with training and practice. Understanding your aptitudes helps you choose ventures where your

natural learning ability will be a competitive advantage, and to identify where you should hire rather

than develop.

Four core aptitudes are particularly relevant to business:

General Learning Ability: The capacity to absorb new concepts quickly and apply them in new

contexts. Essential for navigating the rapid change that characterises most business environments.

Verbal Aptitude: The ability to express ideas clearly and persuasively in writing and speech. Critical

for sales, marketing, negotiation, leadership, and investor relations.
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Numerical Ability: The capacity to work with numbers accurately and quickly. Essential for financial

management, pricing, forecasting, and performance analysis.

Eye-Hand Coordination: Relevant for manufacturing, craft, surgical, and technical service

businesses where manual precision is a quality differentiator.

Skills — Your Current Capability

Skills are the learned capabilities you can bring to the venture immediately. They fall into three

categories, each important in different ways:

Management Skills: The ability to plan, organise, lead, and control — the core functions of running

any business. These include people management, project management, financial management, and

strategic thinking. Most technical experts who fail as entrepreneurs fail because they have domain

expertise but weak management skills.

Work Content Skills: Domain expertise in the specific field of the venture — cooking for a

restaurant, coding for a software business, legal knowledge for a consulting firm. These are the hard

skills that determine the quality of the product or service delivered.

Functional Skills: Transferable capabilities that apply across contexts — problem-solving,

communication, organisation, negotiation, analysis, and learning. These are the skills that compound

over a career and make the entrepreneur more effective in every subsequent venture.

Work Values — What You Need to Be Fulfilled

Work values define what you need from your work to experience meaningful satisfaction — not just

financial reward, but genuine fulfilment. Common work values include: autonomy (making your own

decisions), impact (making a difference to others), achievement (building and accomplishing),

community (belonging and contributing), creativity (innovation and self-expression), financial security

(stable income), and growth (continuous learning and development).

A business built in misalignment with your core values is a business you will eventually resent,

regardless of its financial success. The entrepreneur who values creativity but builds a highly

systematised franchise operation, or who values community but builds a solitary online business, will

find that financial success does not compensate for values misalignment.

Map your top three to five work values against the reality of what the proposed venture will require on

a daily basis. Are they compatible? Where they are not, is there a way to design the venture

differently — or should you reconsider the opportunity?

2.2 Market Conditions Assessment
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Once you are satisfied that you are the right person to pursue this opportunity, the next question is

whether the market is ready for you. A thorough market conditions assessment examines your

market from multiple angles:

Customer Identification and Profiling

You must be able to describe your ideal customer in granular, specific detail — not 'small businesses'

but 'owner-managed food businesses with 5-20 employees, operating in Durban and

Pietermaritzburg, with monthly revenue between R80,000 and R500,000, who are currently unhappy

with their packaging supplier because of inconsistent quality and poor delivery reliability.' The more

specific your customer profile, the more effectively you can find them, reach them, and convert them.

Market Size and Growth Rate

Estimate both the Total Addressable Market (the entire market if you had 100% share) and the

Serviceable Addressable Market (the portion you can realistically reach with your distribution and

sales capacity). Verify that both are large enough to support a viable business at your target market

share, and confirm the growth trajectory with evidence from credible sources.

Customer Needs and Pain Points

What problem is this customer struggling with that your venture will solve? How significant is the pain

— is it a critical problem they urgently need solved, or a minor inconvenience? The greater the pain,

the stronger the motivation to seek and pay for a solution. The most successful ventures address

genuine, significant problems rather than marginal improvements to satisfactory status quos.

Willingness to Pay

Market research must confirm not just that people like the idea but that they will actually pay the price

you need to charge. Stated willingness to pay (what people say they would pay in a survey) is almost

always higher than revealed willingness to pay (what they actually pay when asked to commit). Build

a discount into your projections — if your research suggests 40% of respondents would pay R500 per

month, assume 25% as your realistic conversion rate.

Channels and Accessibility

How will you reach your target customers? Which distribution channels give you access to them at

the lowest cost per customer acquisition? Are these channels currently accessible to a new entrant,

or are they controlled by competitors who have exclusive relationships? What is the realistic cost of

acquiring a customer through each available channel?

Competitive Positioning
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How will you position your venture relative to competitors in the minds of your target customers?

What specific dimension of superiority — price, quality, service, convenience, customisation,

expertise — will make your offering the obvious choice for your target segment? Is this positioning

defensible over time, or can it be easily replicated by well-resourced competitors?

2.3 Competitor Analysis in Depth

Competitor analysis is one of the most consistently underinvested activities in new venture planning.

Many entrepreneurs are so excited about their own idea that they pay insufficient attention to who is

already in the market, why customers currently choose them, and what it will realistically take to win

customers away. Here is a systematic approach:

Step 1: Identify All Competitors

Cast the net broadly. List direct competitors (same product/service, same target market), indirect

competitors (different product meeting the same need), and potential future competitors (adjacent

market players who could enter). For each category, be exhaustive — search online, scan business

directories, visit physical locations, ask potential customers who they currently use.

In South Africa, competitive intelligence sources include: CIPC company registers, industry

association membership lists, exhibition and trade fair directories, Google My Business listings, social

media business pages, LinkedIn company profiles, and customer and supplier conversations.

Step 2: Profile Each Significant Competitor

For each competitor that represents a meaningful threat or learning opportunity, build a detailed

profile covering:

• Products/Services: What exactly do they offer? What quality level? What features or benefits do

they emphasise?

• Pricing: At what price points? What discount structure? What payment terms?

• Distribution: Through which channels? In which geographies? With what availability?

• Marketing: How do they position themselves? What messages do they use? Which media do they

invest in? How large is their marketing investment?

• Customer reviews: What do their customers say? Where are they consistently praised and where

are they consistently criticised?

• Operations: How large are they? How many staff? What technology do they use? How efficient do

they appear to be?

• Financial health: If they are a registered company, what does their financial filing history reveal

about revenue trajectory and financial stability?
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Step 3: Conduct a Comparative Assessment

Rate yourself and each competitor across the dimensions that matter most to your target customer.

Be honest — this is not a marketing document; it is a strategic planning tool. Where you are

genuinely better, note the advantage and plan to communicate it. Where they are better,

acknowledge the gap and determine how to close it — or decide to compete on a different dimension

where you have an advantage.

Step 4: Identify Strategic Implications

Translate your competitor analysis into specific strategic decisions: which market segment will you

target where competitor coverage is weakest? Which competitor weakness represents your best

opportunity for winning their customers? What does competitor behaviour tell you about what works

and what does not work in this market? What is your sustainable competitive advantage — the thing

that competitors would find most difficult to replicate?

2.4 Resource Audit — People, Equipment, and Finance

Resource adequacy is one of the most common causes of new venture failure. The entrepreneur who

launches without sufficient resources — human, physical, or financial — is setting up a race between

revenue growth and resource depletion that the business often loses. A thorough resource audit

before launch identifies gaps and enables deliberate strategies to fill them.

Human Resources — Your Most Critical Asset

The quality of the people who build and run your venture determines more of its outcome than any

other single factor. Human resource planning must address:

Founding team composition: What skills, experience, and networks does the founding team bring

collectively? Where are the gaps, and how will they be filled — through early hires, advisory

relationships, or outsourcing?

Role definition: Who is responsible for what? Clear role definition prevents duplication, eliminates

gaps, and establishes accountability from the outset.

Time commitment: How much of each team member's time is genuinely available to the venture?

Founders who are working full-time jobs while 'starting a business on the side' frequently discover

that the venture does not receive the sustained attention needed to build momentum.

Skills development plan: What training and development will be required to close the gap between

current capability and what the venture needs to execute its strategy? Build the cost of this

development into the start-up budget.

Employment plan: When will the first employees be hired? For what roles? At what cost? How will

they be recruited, onboarded, and managed? What performance standards will they be held to?
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Physical Resources — Equipment, Technology, and Premises

Physical resources include every piece of equipment, technology, and infrastructure required to

produce and deliver your product or service. The physical resource audit should produce a

comprehensive asset register — a structured inventory of every item required, its specification, its

cost (purchase or lease), its useful life, and its maintenance requirements.

The asset register should capture for each item: the asset description and specification, the cost of

acquisition (including installation and commissioning), the date of acquisition, the supplier's name and

contact details, the serial number or unique identifier, the depreciation rate and method (straight-line

or reducing balance), the expected useful life, the current location, the department or person

responsible for the asset, and the insurance details.

The physical resource audit also identifies: what can be leased rather than purchased (reducing initial

capital requirements), what can be shared with other businesses (co-working spaces, shared

equipment), what can be outsourced rather than built in-house, and what redundancy is required for

critical equipment (a single point of failure in production equipment is a major business continuity

risk).

Financial Resources — Capital and Cash Flow

Financial resource planning answers two questions: how much money is needed, and where will it

come from? The financial resource audit covers:

Start-up capital requirements: Every cost that will be incurred before the business generates its

first rand of revenue — legal fees, equipment purchases, premises deposit and fit-out, initial

inventory, website and marketing material development, staff costs during the pre-revenue period,

and working capital to cover the first 3-6 months of operations.

Working capital requirements: The cash needed to fund day-to-day operations — paying suppliers,

staff, and overheads while waiting for customers to pay. Working capital is often underestimated by

new ventures, particularly those with long payment cycles or seasonal revenue patterns.

Financial resource inventory: Document what currently exists: cash savings, accessible credit

facilities, assets that could be liquidated, potential family or friend contributions, eligible government

grants, and existing business relationships with financial institutions.

Funding gap and strategy: The difference between what you need and what you have is the funding

gap. For each component of the gap, identify the most appropriate funding source: personal savings,

family loans, bank debt, development finance, angel investment, venture capital, or government

grants. Each source has different costs, terms, and implications for ownership and control.
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Section 3: Researching the Potential of a New Venture

3.1 Training Needs Analysis

Every new venture has a capability requirement — a set of skills, knowledge, and competencies that

must be present in the team for the venture to execute its strategy. Identifying and addressing

capability gaps before launch is far less costly than discovering them in operation. The training needs

analysis (TNA) is the tool for doing this systematically.

The Skills Gap Analysis Process

The skills gap analysis compares what the venture needs with what the team currently has:

1. Define the roles required to operate the venture at launch — operational, financial, sales,

marketing, and administration.

2. For each role, list the specific skills and knowledge required to perform it effectively — be

specific enough that performance can be assessed.

3. Assess the current capability of each team member against the requirements of their intended

role.

4. Document the gap between required and current capability for each person in each skill area.

5. Prioritise the gaps: which gaps, if unfilled, would most directly threaten the venture's ability to

launch or operate?

6. Determine for each critical gap whether it will be addressed through training, hiring,

outsourcing, or advisory relationships.

7. Build the cost of addressing each gap into the financial plan.

8. Create a timeline for gap closure aligned with the venture's launch and growth schedule.

Creating Personal Development Plans from the TNA

Each team member with identified development needs should have a Personal Development Plan

(PDP) that documents: the development issue, the reason it is important to the venture, the method

and timeline for addressing it, and the review date. PDPs should be living documents — reviewed

and updated regularly as capability develops and venture requirements evolve. The composite of all

individual PDPs constitutes the organisation's Training Needs Analysis — the foundational document

for human capital investment decisions.

A well-structured PDP entry includes:

PDP Field Description

Development Issue The specific skill, knowledge, or behaviour gap to be addressed.
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Business Impact Why this gap matters — what happens to the venture if it remains unfilled?

Development Method How the gap will be addressed: course, mentorship, self-study, shadowing, project

assignment.

Timeline Start date, completion date, and key milestones.

Success Indicator How will you know the development is complete and successful?

Review Date When will progress be formally assessed and the plan updated?

3.2 Location Selection — One of the Most Consequential Decisions

For businesses that depend on customer traffic or physical operations, the choice of location is

among the most consequential and least reversible decisions made before launch. A poor location

can doom an otherwise well-conceived business; a great location can make a mediocre business

viable. Nine factors must be systematically evaluated:

Proximity to Target Customers

The most fundamental location factor. For retail, food service, and consumer-facing businesses, the

closer you are to your target customer's daily path — their home neighbourhood, workplace,

shopping route, or leisure destination — the lower the friction of purchase and the higher the natural

foot traffic. For B2B businesses, proximity to the commercial districts, industrial areas, or institutional

campuses where your target clients operate creates relationship and reputation advantages through

physical presence.

Raw Material and Supplier Access

Manufacturing and production businesses must locate near reliable, cost-effective raw material

sources. Every kilometre of transport between the raw material and the production facility adds cost,

time, and supply chain risk. In South Africa, the quality and reliability of road infrastructure is highly

variable — factor transport reliability into location decisions for any supply-chain-dependent business.

Infrastructure Quality

The reliability and quality of the physical infrastructure at and around the location directly affects

operational costs and continuity. Critical infrastructure dimensions: power supply (load-shedding

frequency and duration at the specific location; availability and cost of solar/battery backup), water

supply (reliability and quality), road access (quality, congestion, and accessibility for delivery

vehicles), telecommunications (fibre availability, mobile signal strength), and security (crime rates,

proximity to security response services, CCTV coverage).
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Demographics of the Catchment Area

The population living and working within a 5-10km radius of your location must match your target

customer profile. A premium product in a low-income area will struggle regardless of its quality. A

budget product in an affluent area may succeed but will face constant pressure to upgrade its

positioning. Obtain demographic data for the catchment area from StatsSA, property research firms,

or local municipality planning departments.

Competition in the Area

Proximity to competitors can be either beneficial (established customer traffic for the category already

exists — think of a restaurant street or a motor dealership strip) or damaging (the market is already

well-served and another player will simply divide a fixed pool of customers further). The answer

depends on the size of the market relative to the number of competitors, and the degree to which

your offering is genuinely differentiated from those already present.

Economic Policy and Incentives

Some geographic areas carry specific financial advantages for new businesses: Special Economic

Zones (SEZs) offering tax holidays and reduced customs duties, Industrial Development Zones

(IDZs) with infrastructure subsidies, township enterprise development incentives, or rural investment

grants. Research whether any location-based incentives apply to your venture before signing a lease.

Psychographic and Cultural Alignment

The values, lifestyle, and cultural identity of the community surrounding your business location must

be compatible with your brand and offering. A business operating in a community where its values or

practices are fundamentally at odds with local culture faces not just commercial challenges but social

ones. South Africa's diverse cultural landscape makes this dimension particularly important —

research the community context of any prospective location.

Export Processing and Trade Zones

For businesses with export potential, proximity to export processing zones, major ports (Durban,

Cape Town), or international airports (OR Tambo, Cape Town International) can significantly reduce

logistics costs and processing times. This factor is most relevant for manufacturing, agri-processing,

and technology businesses targeting international markets.

Zoning, Permitting, and Legal Compliance

Before committing to any location, verify with the local municipality that the intended business activity

is permitted under the zoning regulations applicable to that property. Zoning breaches can result in

fines, forced closure, and legal liability — and are entirely preventable with prior due diligence. Also
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confirm that the property meets all health, safety, fire, and environmental compliance requirements

for your specific type of business.

3.3 Legal and Regulatory Requirements

Operating a business without understanding the applicable legal framework is one of the most

common — and most avoidable — sources of entrepreneurial risk. Non-compliance can result in

fines, prosecution, civil liability, and reputational damage. The following categories of law apply to

virtually all South African businesses:

Business Registration and Structure

Every business operating in South Africa must be registered with the Companies and Intellectual

Property Commission (CIPC). The legal structure chosen — sole proprietorship, partnership, close

corporation (being phased out), or private company (Pty Ltd) — determines the owner's personal

liability, the tax treatment of profits, governance requirements, and the ability to raise external

investment. A company (Pty Ltd) offers limited liability protection (personal assets are generally

protected from business debts) and greater credibility with corporate customers, but requires more

compliance overhead than a sole proprietorship.

Employment Law

The South African employment framework is extensive and provides significant worker protections.

Key legislation includes: the Basic Conditions of Employment Act (BCEA — sets minimum working

hours, leave entitlements, and notice periods), the Labour Relations Act (LRA — governs dismissal

procedures, collective bargaining, and trade union rights), the Employment Equity Act (EEA —

prohibits unfair discrimination and requires designated employers to submit equity plans), and the

Occupational Health and Safety Act (OHSA — requires employers to maintain a safe workplace and

protect employees from hazards).

Employment law compliance also requires: registration with the Unemployment Insurance Fund (UIF

— mandatory for all employers), contribution to the Workmen's Compensation Fund, and in many

sectors, compliance with bargaining council agreements that set sector-wide minimum wages and

conditions.

Tax Law

Tax compliance is non-negotiable. SARS has increasingly sophisticated systems for identifying

non-compliance, and the penalties for late filing or underpayment are significant. Key tax obligations:

income tax (companies pay corporate tax at 27%; individuals pay progressive rates), VAT

(businesses with turnover above R1 million must register as VAT vendors; registration below R1

million is optional), PAYE (employers must deduct and remit income tax on behalf of employees

monthly), provisional tax (companies and self-employed individuals must pay estimated tax twice
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yearly), and UIF contributions (1% from employer and 1% from employee, remitted monthly to

SARS).

Consumer Protection Law

The Consumer Protection Act (CPA) gives South African consumers extensive rights that businesses

must respect. Key provisions: the right to fair and responsible marketing (no misleading advertising,

no aggressive sales practices), the right to disclosure (clear information about products, prices, and

terms), the right to safe products (products must not pose unreasonable safety risks), the right to fair

and honest dealing (no unconscionable conduct, no unfair contract terms), and the right to fair value,

good quality, and reasonable safety in goods and services.

Intellectual Property Law

South African law provides protection for trademarks, patents, copyright, and designs. Registering

your trademark with the Companies and Intellectual Property Commission protects your brand name,

logo, and other distinctive marks from imitation. Patents protect inventions for 20 years from the date

of application. Copyright protects original creative works automatically from the moment of creation —

no registration required, but documentation of authorship and date of creation is advisable.

POPIA — Protection of Personal Information

The Protection of Personal Information Act (POPIA) sets strict requirements for how businesses

collect, store, use, and share the personal information of customers, employees, and other data

subjects. All businesses that handle personal information must appoint an Information Officer,

implement reasonable security measures, obtain consent for data processing, and have a process for

responding to data breach incidents. Non-compliance carries significant financial penalties and

reputational risk.

Industry-Specific Regulation

Many industries carry specific regulatory requirements beyond the general business law framework:

food businesses require health certificates from the local municipality and must comply with food

safety regulations; financial services businesses require an FSP licence from the Financial Sector

Conduct Authority; healthcare businesses require professional registration with the relevant statutory

body; construction businesses must register with the CIDB; alcohol retailers require a liquor licence.

Always consult a qualified attorney and accountant before launching your venture. The cost of

professional legal and tax advice upfront — typically R5,000-R20,000 for a comprehensive

start-up review — is a small fraction of the cost of non-compliance discovered after you are in

operation and potentially facing penalties, litigation, or forced closure.
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Section 4: Risk Analysis and Management

Every business involves risk. The entrepreneur who denies this is not being brave — they are being

reckless. The one who acknowledges risk, studies it carefully, plans for it systematically, and

monitors it continuously, is the one who makes better decisions, recovers from setbacks faster, and

builds more resilient businesses. Risk management is not about eliminating uncertainty; it is about

understanding it well enough to act with confidence despite it.

4.1 The Concept and Purpose of Risk Management

Risk is the chance that something will happen that affects your ability to achieve your business

objectives. Risk can be negative (a threat that reduces performance) or positive (an opportunity that

was not exploited — which is also a form of risk). Effective risk management does both: it minimises

threats and maximises opportunities.

The five-step risk management process:

Step Description Tools and Methods

Identify Systematically list every material risk

the venture faces, across all risk

categories. Use brainstorming

sessions, industry research, expert

consultation, and scenario planning

to ensure comprehensiveness.

Brainstorming, checklists, expert review, scenario

planning

Assess For each identified risk, estimate: the

probability of occurrence (how likely

is it?), the potential impact if it does

occur (how severely would it affect

the business?), and the speed of

onset (would it arrive gradually or

suddenly?).

Probability-impact matrix, risk register

Prioritise Rank risks by their combination of

probability and impact.

High-probability, high-impact risks

demand immediate attention and

significant mitigation investment.

Low-probability, low-impact risks can

be accepted and monitored.

Risk heat map, ranking matrix
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Treat For each priority risk, implement the

most appropriate treatment strategy:

avoid, reduce the probability, reduce

the consequence, transfer, or

accept.

Treatment planning, controls implementation

Monitor Risk is not static. The probability and

impact of specific risks change over

time as the business and

environment evolve. Review the risk

register regularly (at minimum

quarterly), update assessments, and

adjust treatments accordingly.

Risk register reviews, KPI monitoring, early warning

indicators

4.2 Categories of Business Risk

Organising risks into categories provides a structured framework that ensures no significant risk

domain is overlooked during the identification phase:

Risk Category Key Examples and Implications

Financial Risk Cash flow shortfalls, customer non-payment (debtors), interest rate increases,

currency exposure on imports/exports, over-leveraging, unexpected cost overruns,

insurance gaps.

Market and
Commercial Risk

Demand below projections, competitor price cuts or product launches, market

shrinkage, customer concentration (over-reliance on few customers), new

substitutes entering the market.

Operational Risk Equipment failure, key staff departure, supply chain disruption, quality control

failures, production bottlenecks, IT system failures, data loss.

Legal and
Compliance Risk

Regulatory non-compliance (tax, employment, consumer protection), contract

disputes, intellectual property infringement by or against the business.

Strategic Risk Wrong business model, failure to adapt to technology or market changes, poor

timing of market entry or exit, strategic partnership failures.

Reputational Risk Negative social media exposure, product quality failures reaching the public, staff

misconduct, poor customer service becoming public knowledge.

Security Risk Physical theft or burglary, cybercrime (phishing, ransomware), intellectual property

theft, information security breaches and POPIA violations.
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Safety and Health
Risk

Workplace injuries, fire, public safety incidents, product liability, occupational health

hazards.

Technology Risk System failures, software vulnerabilities, rapid obsolescence of current technology,

over-dependence on third-party platforms.

Stakeholder
Management Risk

Relationship deterioration with key investors, strategic partners, regulators, or

community stakeholders.

Project Risk Delays in launch milestones, cost overruns in the set-up phase, scope creep in

development projects.

Human Capital Risk Inability to recruit or retain key talent, skills shortages, productivity decline, cultural

dysfunction within the team.

4.3 Employer-Specific Risks

Hiring staff introduces a specific category of risk that every new venture employer must understand

and manage proactively. Employment relationships in South Africa are governed by extensive

legislation that strongly protects employee rights — and imposes significant obligations on employers:

Unfair Dismissal Liability

South African labour law sets strict procedural and substantive requirements for dismissal. An

employer who dismisses an employee without following the correct procedure — regardless of the

merits of the case — can be ordered to pay up to 24 months' compensation by the CCMA. Before

dismissing anyone, take legal advice.

Discrimination Claims

The Employment Equity Act prohibits unfair discrimination on any of 19 listed grounds in all

employment decisions — hiring, promotion, training, compensation, and dismissal. Building fair,

documented, consistent processes protects against discrimination claims.

Key Person Risk

In small businesses, one or two people often carry disproportionate knowledge, skills, or client

relationships. If they leave unexpectedly, the business may be operationally paralysed. Mitigate by

documenting processes, cross-training, and building client relationships that extend beyond a single

individual.

Theft and Fraud
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Internal theft is one of the most underestimated risks for small businesses. It ranges from petty cash

pilferage to large-scale stock theft to financial fraud by bookkeepers or administrators. Mitigate

through separation of duties, regular stock counts, surprise audits, and background checks on staff

handling money or stock.

Staff Performance Risk

Underperforming staff drain resources and may damage customer relationships. Address

performance issues promptly and through the correct process — verbal warning, written warning,

documented counselling, and only then formal disciplinary action.

UIF and Workmen's Compensation Compliance

Failure to register with and contribute to the UIF and Workmen's Compensation Fund is a common

compliance gap for small businesses, often discovered only when a claim is made. Register

immediately upon hiring your first employee.

Wage and Hour Violations

The National Minimum Wage Act sets a statutory minimum wage that applies to virtually all workers.

Working hours, overtime, leave entitlements, and public holiday pay are all governed by the BCEA.

Non-compliance with wage and hour law is a financial and reputational risk.

4.4 Risk Treatment Strategies

Once risks have been identified, assessed, and prioritised, the entrepreneur must decide how to treat

each one. There are five fundamental treatment strategies, each appropriate in different

circumstances:

Strategy 1: Avoid the Risk

Eliminate the risk by not proceeding with the activity that creates it. Risk avoidance is appropriate

when the potential downside is unacceptable and no other treatment strategy can reduce it to a

tolerable level. However, avoidance must not become an excuse for risk aversion — over-avoidance

leads to missed opportunities and the paradox of the risk of playing it too safe.

Example: A food entrepreneur identifies that a specific imported ingredient has unreliable supply and

extreme price volatility. Rather than building the product around this ingredient and managing the

supply risk, they reformulate with a locally sourced alternative — avoiding the supply and cost risk

entirely.

✓ Advantage: Eliminates the risk completely. No
monitoring required.

✗ Limitation: May eliminate the opportunity along
with the risk. Not always possible.
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Strategy 2: Reduce the Probability

Implement controls that make the risk less likely to occur. Preventive controls — quality assurance

processes, staff training, preventive maintenance, security systems, supplier audits, and compliance

programmes — reduce the frequency of adverse events without eliminating them entirely.

Example: A manufacturing business invests in preventive maintenance schedules for all critical

equipment, reducing the probability of unexpected breakdowns that halt production and lead to

missed customer deliveries.

✓ Advantage: Reduces frequency of adverse
events. Can be cost-effective.

✗ Limitation: Does not eliminate the risk — the
event can still occur, just less often.

Strategy 3: Reduce the Consequence

Implement controls that reduce the severity of the impact when a risk event does occur. Contingency

plans, business continuity plans, redundant systems, and emergency procedures all serve to reduce

consequences.

Example: A business that relies heavily on its IT systems backs up all data daily to an off-site cloud

server, and has a documented recovery procedure that can restore full operations within four hours of

a system failure — reducing the business impact of a cybersecurity incident or hardware failure from

potentially catastrophic to merely disruptive.

✓ Advantage: Limits damage when the event
occurs. Enables faster recovery.

✗ Limitation: Does not prevent the event — it still
occurs, just with reduced impact.

Strategy 4: Transfer the Risk

Shift some or all of the financial consequences of a risk event to another party. The most common

transfer mechanism is insurance, which trades a certain, manageable premium payment for

protection against an uncertain, potentially devastating loss. Other transfer mechanisms include

contracts (warranty clauses, indemnity clauses, limitation of liability provisions), outsourcing

(operational risks are transferred to the outsource partner), and strategic partnerships.

Example: A professional services business takes out Professional Indemnity insurance that covers

claims arising from errors or omissions in its advice. If a client suffers a loss and sues, the insurer

carries the financial risk — protecting the business's assets and continuity.

✓ Advantage: Can eliminate or significantly
reduce financial exposure. Insurance is widely
available.

✗ Limitation: Premiums are an ongoing cost.
Transfer rarely eliminates all risk — residual
liability may remain.

Strategy 5: Accept the Risk
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Acknowledge the risk and proceed, with a plan to manage the consequences if it materialises. Risk

acceptance is appropriate when: the risk cannot be avoided, reduced, or transferred at reasonable

cost; the probability or impact is low enough to be within tolerable limits; or the potential upside of the

activity outweighs the expected risk cost.

Example: A small retailer accepts the risk of shoplifting rather than investing in expensive security

infrastructure that would cost more than the expected annual shoplifting loss. They budget for the

expected loss, implement basic deterrents (mirrors, visible staff), and accept the residual risk as a

cost of doing business.

✓ Advantage: No implementation cost.
Appropriate for low-impact or low-probability risks.

✗ Limitation: The risk remains active. If the
impact is higher than expected, the business
absorbs the full cost.

4.5 Insurance as Risk Management — A Practical Guide

Insurance is one of the most powerful and underutilised risk management tools available to small

business owners. It converts unpredictable, potentially devastating financial losses into predictable,

manageable premium payments. For a new venture with limited cash reserves, a single uninsured

event can be terminal. The following types of business insurance should be considered from day one:

Insurance Type What It Covers Who Needs It

Public Liability Claims from third parties (customers,

visitors, members of the public) for

injury or property damage arising

from business activities

Any business with customer or public

access to premises

Employer's Liability Claims from employees for

workplace accidents, injuries, or

occupational illness

All employers with staff

Professional Indemnity Claims arising from professional

errors, omissions, or negligent

advice

Consultants, advisors, accountants,

engineers, IT service providers, medical

professionals

Property and Contents Loss or damage to business

premises, equipment, stock, and

fixtures (fire, theft, flood, vandalism)

All businesses with physical premises or

significant equipment

Business Interruption Loss of revenue and fixed costs

during a period when the business

cannot operate due to an insured

event

Any business whose closure would result

in significant revenue loss
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Directors' and Officers' Personal liability claims against

directors for management decisions

made in their official capacity

Private companies and businesses with

formal board structures

Motor Damage, theft, and third-party

liability for business vehicles (note:

personal motor insurance rarely

covers business use)

Any business using vehicles for

operational or delivery purposes

Legal Expenses Court costs and legal fees for

covered legal disputes

Businesses in sectors prone to contractual

disputes or regulatory challenges

Cyber Liability Data breach costs, regulatory fines,

customer notification costs, and

reputational damage arising from

cybersecurity incidents

Any business handling significant

personal data or dependent on IT systems

Work with a reputable commercial insurance broker — not just a direct insurer — to ensure your

coverage is comprehensive and appropriately structured. A broker will identify cover gaps that a

standard policy might leave, and will advocate for your interests in the event of a claim.
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Section 5: Evaluating the Venture — From Research to Decision

All the research conducted in the preceding sections must ultimately converge on a single, critical

decision: should I proceed with this venture, modify it, or abandon it? This section provides the

frameworks for making that decision rigorously and for communicating it credibly to others.

5.1 The Preliminary Evaluation Report

The preliminary evaluation report is the structured document that synthesises your viability research

into a clear, evidence-based assessment of the venture's prospects. It is written as if you were

presenting to an investor who knows nothing about your idea — because that discipline benefits you

as much as it serves any external reader. A report that is compelling only to its own author is not

ready for the world.

The preliminary evaluation report should include:

Title Page and Executive Summary: The executive summary is the most important page in the

report — it must stand alone. A one-page summary that captures: what the venture is, who it

serves, what problem it solves, what the market opportunity is, what the financial projections show,

what the key risks are, and what the recommendation is. Write it last; place it first.

Organisation and Product/Service Description: Who you are, what the business will do, what

specific problem it solves, how it solves it differently from existing alternatives, and what stage of

development the idea is currently at.

Research Methodology: How you conducted your research: primary methods used, sample

sizes, secondary sources consulted, and an honest statement of the limitations of your

methodology. Investors who are experienced at evaluating business plans will scrutinise your

research methods — incomplete or biased research undermines the credibility of your

conclusions.

Market Research Findings: Key insights from your market research: customer profiles and pain

points, market size and growth rate, pricing research (willingness to pay at specific price points),

distribution channel analysis, and any unexpected findings that shaped your strategy.

Competitive Analysis Summary: Your competitive map: who the significant competitors are,

how they are positioned, where they are strong and where they are weak, and why customers

would choose your venture over them. Conclude with a clear statement of your sustainable

competitive advantage.

Financial Projections Summary: Three-year revenue projections (with stated assumptions for

each), cost structure analysis, break-even calculation, and projected profitability. Include a cash

flow projection covering at minimum the first 12 months of operation.

Risk Assessment: The five to ten most significant risks the venture faces, each assessed for

probability and impact, with a specific treatment strategy for each.
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Conclusions and Recommendation: A clear, evidence-based statement of whether the venture

is viable and should proceed as planned — or whether it should be modified (with specific

modifications described), or abandoned. The recommendation must be justified with reference to

your research findings, not simply asserted.

5.2 The Fourteen-Question Opportunity Evaluation Framework

Before committing resources to a venture, every serious entrepreneur interrogates the opportunity

systematically. The following fourteen questions constitute a comprehensive preliminary evaluation

framework — adapted from established entrepreneurial assessment tools:

1. Value Proposition: What specific, significant problem does this venture solve, and for whom?

Why does this solution matter more than what already exists?

2. Target Market: Who exactly is the customer — described with demographic, psychographic,

and behavioural precision? How large is the total addressable market?

3. Revenue Model: How does the business make money? What are the revenue streams, the

average transaction value, the purchase frequency, and the expected gross margin?

4. Unique Differentiation: What makes this offering genuinely different — not just 'better' in a

generic sense — from what competitors currently provide?

5. Barriers to Entry: What will make it difficult for well-resourced competitors to replicate this

model once it is proven? What first-mover advantages can be built?

6. Competitive Landscape: How many competitors exist, how capable and well-resourced are

they, and what specific competitive advantage does this venture have over each?

7. Market Size: What is the total addressable market in Rand terms, and what is the realistic

serviceable market given distribution and sales capacity?

8. Market Growth: Is the market growing or shrinking? What structural forces drive the trend, and

how durable is it?

9. Market Share Projection: What percentage of the serviceable market is realistically capturable

in Year 1, Year 3, and Year 5?

10. Business Structure: What legal entity will be used, and what are the tax, liability, governance,

and investment implications of this choice?

11. Start-up Capital Requirements: What is the total capital required to reach break-even,

including all set-up costs and working capital requirements?

12. Funding Strategy: How will the required capital be raised — own savings, family

contributions, bank debt, development finance, angel investment, or government grants?

13. Exit Strategy: How will the entrepreneur eventually realise value from the venture — through

sale, management buyout, succession to family, or continued ownership?
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14. Return on Investment: What is the projected financial return for the entrepreneur and any

investors, and how does it compare to the risk and opportunity cost of the capital committed?

5.3 Business Valuation Methods

Understanding what your venture is worth — from inception through growth to eventual exit — serves

multiple strategic purposes: it helps you negotiate fairly with investors, it sets a target for long-term

wealth creation, it provides a benchmark for tracking value growth over time, and it informs the exit

strategy. Four standard valuation methods are used for small businesses:

Method 1: Adjusted Net Cash Flow (Seller's Discretionary Earnings) Multiple

The most widely used valuation approach for owner-managed businesses. The process:

Step 1 — Calculate Adjusted Net Cash Flow: Start with reported net profit. Add back all

non-essential or owner-discretionary expenses: owner's salary above market rate, personal expenses

run through the business, one-off non-recurring costs, depreciation, and interest on owner loans. The

result is the Seller's Discretionary Earnings (SDE) — the true economic benefit available to the owner

from the business.

Step 2 — Apply a Sector Multiple: Multiply the SDE by a sector-specific multiple that reflects the

investment risk and growth potential of businesses of this type. Typical multiples: service businesses

2-2.5x, retail businesses 2-3x, manufacturing businesses 3-3.5x, technology businesses 4-8x. The

multiple is higher for businesses with: recurring revenue, strong growth trajectory, diversified

customer base, documented systems, and low owner-dependence.

Example: A marketing consultancy with SDE of R1.2 million per year, valued at a 2.5x multiple, has

an indicative market value of R3 million.

Method 2: Industry Rules of Thumb

Many industries have established valuation conventions — simple formulas based on annual revenue

or SDE — that practitioners use as a quick starting point. These rules reflect the collective wisdom of

many transactions in a specific sector and provide a useful sanity check against more complex

valuations.

Examples: auto repair shops at 35-40% of annual revenue, janitorial businesses at 2x annual SDE,

fast food businesses at 40-50% of annual revenue, medical practices at 60-80% of annual revenue,

accounting practices at 100% of annual gross fees.

Rules of thumb are starting points, not final answers. They must be adjusted for the specific

characteristics of the individual business — its growth rate, customer concentration, geographic

reach, intellectual property, and management depth.
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Method 3: Market Comparables

This approach values the business by comparing it to similar businesses that have recently sold. The

principle is the same as property valuation: what have comparable 'properties' (businesses) sold for

in this market recently?

In South Africa, comparable transaction data is available through business brokerage firms

(Businesses for Sale, Bizana, BizConnect), industry associations, and professional valuators who

maintain proprietary transaction databases. When using comparables, adjust for differences between

the subject business and its comparables in terms of size, growth rate, profitability, customer quality,

and market position.

Note: many businesses listed for sale are overpriced — the asking price reflects seller optimism

rather than market reality. Where possible, use actual transaction prices (what businesses sold for)

rather than listing prices (what sellers hoped to get).

Method 4: Liquidation Value

The liquidation value is the floor of business value — what the hard assets (equipment, inventory,

receivables, fixtures) would realise on the open market if the business were wound up and its assets

sold individually.

Liquidation value is typically far lower than going-concern value because it excludes all intangible

value: the brand, customer relationships, intellectual property, systems, and future earnings potential.

A business that generates R500,000 per year in SDE might have a liquidation value of only R200,000

in hard assets — which is precisely why the going-concern value (the multiple of earnings) is so much

higher than the break-up value.

Liquidation value matters most in distress scenarios: when a business is failing and a buyer wants to

know the floor of what they are acquiring, or when a lender wants to know what collateral they can

recover in a default.

The Valuation Principle: The most important thing to understand about business valuation is

that value is created by earnings — not by assets, not by effort, and not by the owner's

emotional attachment to what they have built. Consistently growing earnings, combined with

reducing owner-dependence, improving systems, and diversifying the customer base, are the

specific actions that compound business value over time. Every strategic decision should be

evaluated not just against its impact on this year's cash flow, but against its impact on the

business's long-term value.

Chapter Summary
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✦ Venture viability must be assessed across three interdependent dimensions: market viability

(genuine paying demand), technical viability (can it be produced/delivered?), and financial viability

(do the numbers work?).

✦ Primary research tools — questionnaires, interviews, focus groups, observation, mystery

shopping, and prototype testing — each serve different research purposes and must be chosen

deliberately.

✦ Secondary research sources — StatsSA, SARB, industry associations, company reports,

Google Trends, and government gazettes — provide essential context and benchmarks for

primary research.

✦ The seven-criteria selection framework (capital alignment, sustainability, saturation, niche,

growth, failure rate, ROI potential) enables rational venture selection over emotional attachment.

✦ A viable new venture demonstrates potential across four dimensions: realistic market share,

achievable sales volume, growing asset value, and meaningful independence from outside

control.

✦ The match between the entrepreneur's profile (interests, aptitude, skills, values) and the

venture's requirements is among the most powerful predictors of success.

✦ Market conditions assessment must validate: specific customer profiles, market size and

growth, willingness to pay at required prices, accessible distribution channels, and defensible

competitive positioning.

✦ Competitor analysis requires mapping all competitors, profiling each significant player in detail,

conducting an honest comparative assessment, and translating findings into specific strategic

decisions.

✦ Resource audits across human, physical, and financial dimensions identify gaps before they

become crises — and enable deliberate strategies to fill them before launch.

✦ Training needs analysis uses skills gap analysis and personal SWOT methodology to identify

development priorities and create actionable Personal Development Plans.

✦ Location selection for customer-facing and operations-dependent businesses involves nine

criteria: customer proximity, raw material access, infrastructure, demographics, competition,

economic incentives, cultural alignment, trade zone benefits, and zoning compliance.

✦ Seven categories of South African law directly affect new ventures: business registration,

employment law, tax law, consumer protection, intellectual property, POPIA, and industry-specific

regulation.

✦ The five-step risk management process — identify, assess, prioritise, treat, and monitor — is

the continuous discipline that enables confident business decision-making under uncertainty.

✦ Twelve risk categories span financial, market, operational, legal, strategic, reputational,

security, safety, technology, stakeholder, project, and human capital dimensions.
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✦ Five risk treatment strategies — avoid, reduce probability, reduce consequence, transfer, and

accept — are applied in combination to manage the venture's risk portfolio.

✦ Business insurance is a strategic investment, not an optional cost: public liability, employer's

liability, professional indemnity, property, business interruption, and cyber coverage are the core

building blocks.

✦ The preliminary evaluation report synthesises all viability research into a structured,

evidence-based go/no-go recommendation — written with the discipline of a document intended

for an informed external reader.

✦ The fourteen-question opportunity evaluation framework covers value proposition, target

market, revenue model, differentiation, barriers, competition, market size, growth, share,

structure, capital, funding, exit, and ROI.

✦ Four business valuation methods — adjusted net cash flow multiple, industry rules of thumb,

market comparables, and liquidation value — provide a range of reference points for

understanding what the venture is worth today and what it could be worth at exit.

Application Exercise: Apply the full viability framework to your specific venture idea: (1)

Complete a three-pillar viability assessment covering market, technical, and financial

dimensions. (2) Map your personal profile against the venture's requirements across

interests, aptitude, skills, and values. (3) Conduct a market conditions assessment and

competitor analysis using the structured frameworks in this chapter. (4) Build a risk register

covering the twelve risk categories, assess the top five risks, and specify a treatment strategy

for each. (5) Draft a preliminary evaluation report using the eight-section structure described

in Section 5. This output forms the foundation of the detailed business plan you will develop in

Chapter 6.


