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Understanding How Inflation Impacts Your Small
Business

rlmportant Notice

i The contents of this document are limited and available as a complimentary resource.

| As a Premium Customer of SA BIZ ONLINE, you qualify for exclusive access to:

I Comprehensive Business Training Modules

: 4| Live Online Classes with Industry Experts

: Expert tips on financial management, marketing strategies, digital tools etc

: 4] And so much more - all at no extra cost!

i We provide you with access to the tools that your business needs to grow. Register your

| business with SA BIZ ONLINE today and start enjoying Premium Benefits that will
I_transform the way you do business. Your success story begins here!

Module Overview

This training module is designed to help small business owners in South Africa
understand what inflation is, how it affects their businesses, and practical ways to
respond to it. We will use simple language and examples that are relevant to the South
African market.

Section 1: What is Inflation?

Definition: Inflation is when the prices of goods and services increase over time, which
means that money buys less than it did before.

Example: Last year, a loaf of bread cost R15. This year, the same loaf of bread costs
R18. This increase in price is caused by inflation.

Key Point: Inflation is measured by the Consumer Price Index (CPI), which tracks the
price of essential items like food, transport, and housing in South Africa.
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Section 2: How Does Inflation Affect Your Small Business?

1. Rising Costs

o What happens? The cost of raw materials, supplies, and services you use
to run your business increases.

o Example: If you own a bakery, the cost of flour, sugar, and electricity may
increase due to inflation, making it more expensive to produce bread.

2. Higher Prices for Customers

o What happens? To cover rising costs, you might need to increase the
prices of your products or services. However, higher prices can make
customers hesitate to buy.

o Example: If you increase the price of a haircut from R100 to R120, some
customers might decide to cut back or look for cheaper alternatives.

3. Reduced Customer Spending

o What happens? When inflation rises, your customers may also feel the

pinch because their expenses increase. They may spend less on non-
essential items.

o Example: A coffee shop might see fewer customers because people start
brewing coffee at home to save money.

4. Cash Flow Challenges

o What happens? The value of your cash decreases over time, and you may
need more money to pay for the same things.

o Example: If your monthly rent was R10,000 and itincreases to R12,000,
you will need to find extra money to cover the difference.

Section 3: Practical Steps to Manage Inflation

1. Review and Adjust Pricing

o Tip: Regularly check your costs and adjust your prices carefully. Explain
price increases to customers by highlighting the value you provide.
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o Example: Arestaurant could introduce combo deals to give customers a
sense of getting more value for their money.

Negotiate with Suppliers

o Tip: Speakto your suppliers about bulk discounts or fixed pricing to
manage costs.

o Example: A cleaning business could negotiate a lower price for buying
cleaning supplies in larger quantities.

. CutUnnecessary Expenses

o Tip: Look for areas where you can reduce costs without affecting your
business quality.

o Example: A boutique store might switch to energy-efficient lighting to
save on electricity bills.

Increase Efficiency

o Tip: Find ways to do more with less, such as using technology or training
your staff to work smarter.

o Example: A delivery service could use route optimisation software to
save on fuel costs.

Focus on Customer Loyalty
o Tip: Keep your customers happy to encourage repeat business.

o Example: Offer a loyalty program where customers earn points for every
purchase that they can redeem for discounts.

Diversify Your Income

o Tip: Look for new ways to generate income to balance the impact of
inflation.

o Example: A bakery could start offering online cake delivery services to
reach more customers.
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Section 4: Case Study

The Story of Sipho's Corner Store

Before Inflation: Sipho runs a spaza shop in Soweto. He sells everyday items
like bread, milk, and canned goods. His monthly expenses are R20,000, and his
revenue is R30,000.

During Inflation: The price of goods from his suppliers goes up by 15%. Sipho’s
expenses increase to R23,000, but he keeps his prices the same. His profit
shrinks.

Solution: Sipho starts buying in bulk to get discounts from his suppliers. He also
explains to customers why prices have increased and offers bundle deals. His
revenue grows to R32,000, and he regains his profit margin.

Section 5: Key Takeaways

Inflation increases costs and reduces purchasing power.
Regularly review your pricing, costs, and customer needs.

Be proactive: Negotiate with suppliers, manage expenses, and focus on
customer loyalty.

Stay informed: Use tools and resources to monitor inflation and plan for
changes.

Activity: Apply What You’ve Learned

1.

Scenario Exercise: Think about one product or service you sell. List three ways
inflation might affect its cost and price.

Action Plan: Write down two things you will do this month to manage inflation in
your business.
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By understanding and preparing for inflation, your small business can remain resilient
and continue to thrive in the South African market.

Disclaimer: This training module provides general information only and does not
constitute professional advice.




