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Training module for business start-ups

Time table, training module 1 - one day

Training module 1: 
business creation for start-ups

9h - 10h30

Phase 1:
Identification of project idea

10h45 - 12h

Phase 2:
Information seeking

14h - 15h

Phase 3+4:
Starting up a business and business management 

15h - 15h30

Exercise:
Formulation of project idea

15h30 - 18h

Presentation of project ideas and discussion; 
To do list

Didactic note 

This training module  is an introduction to the different phases of starting up a business and business management meant for business start-ups. For one day the module seems to be rather extensive, but adapted to serve as  an introduction to further training courses (see training modules 2-7). The module shows the complex procedure of business creation and the specific work to be done by the participants. 

Note that some chapters as market analysis, marketing, business planning, bookkeeping, cost calculation and access to finance will specifically be treated for one day, each, under the training modules 2-7.

The precondition for starting up a successful business is a good project idea and this subject should be handled seriously. To get an idea of the participants' background, those who already developed a project idea may elaborate a short project presentation during the introduction session, on the basis of the project idea presentation format provided at the end of the first module.

This initial project presentation will be developed to a more concrete project idea at the end of the completion of the training topics of  the seven modules with practical exercises on market research.
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The four steps of business implementation

In successful developing countries, MSEs, by virtue of their size, location, capital investment and their capacity to generate greater employment, have demonstrated their powerful propellant effect for rapid economic growth. The MSE sector has also been instrumental in providing goods and services that are of adequate quality with affordable prices to a large number of people, particularly in rural areas. The MSE sector also makes use of the skills and talents of a large number of people without requiring high-level training, large sums of capital or sophisticated technology.

This training module has been prepared to encourage start-ups to create their own businesses thereby curbing the problem of unemployment and facilitate a suitable environment for new job seekers as well as self-employment.

The training module is divided into four major parts. 

· Part 1 provides business start-ups with the skill to generate possible business ideas and select the one that is viable. In order to do that, business start-ups will be guided through logical steps as provided in the toolkit. In the process of searching for 'one viable business idea', one should think creatively and properly scan the internal and external environments that may positively or negatively affect the establishment of a new business enterprise. Stiff market competition, market saturation, limited technical and managerial skills, limited access to financial services, raw materials, tools/equipment/technology and work premises are some of the critical issues that need the attention of business start-ups. 

· Part 2 shows the necessary fields of intervention for the information seeking stage: Market and supply analysis, infrastructures and business management, financing and legislation.

· Part 3 links the business start-up phase with issues of business planning, financing, administrative procedures, supply, production and sales.

· Part 4 is about follow up and improvement of your business with specific emphasis on product development and diversification, marketing and promotion, maintenance, stock and data management.

It is important for the reader to note that this training module is mainly prepared as a guide for people with the intention of establishing and improving their own businesses in the micro and small enterprise sector. To some extent, however, the training module can also be used to establish medium enterprises. The training module is also envisaged to help existing business people in the MSE sector and those institutions and individuals engaged in the facilitation, training and promotion of the MSE sector.   

Handout 2: 
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Phase 1: Business idea generation

1. Screening of a viable business idea (activity, skills, market, products, services)
The identification and analysis of a business idea needs to go through  various steps: Before going deeper into business idea generation task, you need to test your entrepreneurial capabilities in terms of your personal characteristics, situations and skills. The second stage adds quality to the first stage by adjoining different parameters related to economic judgements (market, skills, technology/equipment, raw material, availability of solvent demand and situations of competitors). 

· Screening and selection of viable business ideas involves:

· Analysis of personal skills

· Brainstorming and selection of 3 business ideas

· Selection of one best business idea involves:

· Screening of 3 business ideas: with analysing advantages and disadvantages

· Presentation of the best idea

· SWOT analysis of the best business idea

· Strengths to be capitalized, Weaknesses to be eliminated

· Opportunities to make use of, Threats to avoid

· Final decision is based on:

· Analyses of market, supply and infrastructure aspects

· Analyses of management and financial aspects

· Analyses of social and political environment 
The next step in establishing a new business is to select at least five to ten business ideas through a brainstorming process. You need to identify your project ideas, which seem feasible and profitable from your individual point of view. It helps you make a first selection of business ideas and is like pouring all these ideas into a filtering funnel: 
	[image: image8.png]i)




Brainstorming
 

First stage

                                                                    10 business ideas at 
screening




your convenience
 
 

	  

Second stage



1-3 business ideas 
         screening                                                                      after discussion 





with partners



	Third stage                                                       1 best business idea
     final screening                                                after thorough analysis




More details are available at: 
www.start-your-business.net/identify.html
 
Handout 4:

Checklist 1: Assessment of entrepreneurial characteristics 
	Characteristics



      Strength          Weakness
1. Skills:

· Practical abilities needed to produce the product, 

   e.g. to start a wood work business you need to be 

   able to measure, cut, nail parts together

· Business management skills 

   Marketing, costing, record keeping

· Knowledge of your line of business

   Market, competitors, suppliers

2.  Personal characteristics and situations:

·   Commitment

     Willingness to put your business before almost everything

     else, willingness to work long hours in the business 

     and willingness to risk your own money in the business

· Motivation

     Are you keen enough to try your own business? 

     Do you want to be your own boss? Do you want to have your 

     own business not because you are unemployed?)

·  Taking risk

    (i.e. readiness to take moderate risks that may not be avoided)

·  Making decisions

    (i.e. in your own business you are required to make important 

    decisions yourself instead of passing them to someone else.)    

·  Family situation

    (i.e. good if your family supports your business idea.)

3. Financial situation
     Do you have personal funds to put into the business? 

     Or are there other reliable sources?

Total number of strengths and weaknesses                                                  -------                   -------     


Handout 5: 

Checklist 2: Factors to strengthen yourself

	· Seek help from others (friends, family, other business people);

· Attend short training courses to strengthen areas where you are weak 
(e.g. training in entrepreneurship, record keeping and business management);

· Observe successful business people;

· Refer to documents on business creation.


Handout 6

Selection of one best business idea

The second stage adds quality to the first stage by adjoining different parameters related to economic judgements (market, skills, technology/equipment, raw material, availability of solvent demand, situations of competitors). After the above-mentioned parameters are evaluated and rated, new business start-ups can go into a finer crosschecking of the key variables (Critical Success Factors) affecting the success or failure of the project idea.  

Use the following parameters to come up with one best business idea. For easier decision making, it is possible to score each of the parameters as follows:

Checklist: Example for selecting one best business idea

	Business ideas
	Availability of:

	
	Demand
	Personnel
	Tools/

Equipment
	 Raw material
	Total
	Competitors
	Adjusted
 total

	
	(+)
	(+)
	(+)
	(+)
	=
	(-)
	=

	1st business idea
	2
	2
	2
	1
	7
	3
	4

	2nd business idea
	5
	4
	3
	5
	17
	3
	14

	3rd business idea
	4
	3
	4
	3
	14
	2
	12


       Scoring system: 5 - extremely high; 4 - high; 3 - average; 2 - fair; 1 - poor; 0 - absent.

Format to fill:

	Business ideas
	Availability of:

	
	Demand
	Personnel
	Tools/

Equipment
	 Raw material
	Total
	Competitors
	Adjusted
 total

	
	(+)
	(+)
	(+)
	(+)
	=
	(-)
	=

	1st business idea
	
	
	
	
	
	
	

	2nd business idea
	
	
	
	
	
	
	

	3rd business idea
	
	
	
	
	
	
	


       Scoring system: 5 - extremely high; 4 - high; 3 - average; 2 - fair; 1 - poor; 0 - absent.

Handout 7:  Exercise

Example

	BUSINESS IDEA

Name of the Business: ABC Bakery

The business is to provide the following products: 

Loaves of bread and bread rolls 

Customers are:

If your choice is to produce loaves of bread and bread rolls, then the customers could be: 

· General dealers and caterers in locality ‘A’  as well as the majority of people living around that location. 

The business will sell in the following way:

· Bread will be delivered to general caterers and customers. 

· Other customers will buy from a shop at the bakery. 

The business will satisfy the following needs of customers:

· General dealers need to sell fresh bread to their customers.

· Caterers need bread to serve with their meals. 

· Private customers need a convenient place to buy bread for their households.



Exercise to fill based on the above example:

	BUSINESS IDEA

Name of the Business: 

The business is to provide the following products or services: 

Customers are:

The business will sell in the following way:

The business will satisfy the following needs of customers:




Handout 8:  

8.1 Introduction

SWOT analysis:  Strengths - Weaknesses - Opportunities - Threats

	Project idea:

	Strengths
(positive factors to be capitalised)
	Weaknesses 
(negative factors to be eliminated)

	
	

	Opportunities (to make use of them)
	Threats (to avoid/consider them)

	
	


Test your business idea with a SWOT analysis

You need to know whether the selected business idea is a competitive and profitable venture. One way to test a business idea is to do a SWOT analysis. A SWOT analysis is a technique for identifying Strengths, Weaknesses, Opportunities and Threats of enterprises or projects whereby internal and external factors are considered. A SWOT technique can be applied to the functional areas of an enterprise as well as projects, products and services. For the purpose of starting a new business, the Strength, Weakness, Opportunity and Threat (SWOT analysis) deserves greater attention as it helps you evaluate or decide whether to start the business or not.  

· For strengths and weaknesses you look inside your business and your personal situations, possibly affecting the business venture;

· For opportunities and threats you look outside of your business and try to assess situations outside of your influence, but which you can make use of or possibly avoid.

Outcome of the SWOT analysis will enable you to:

· Continue with the selected business idea and make a full feasibility study;

· Make changes to the business idea or;

· Drop the business idea completely.

In order to check the feasibility of your envisaged business idea, you need to make a SWOT analysis in terms of:

· Availability of market; 

· Availability of raw materials and other supplies;

· Availability of appropriate equipment/technology;

· Availability of technical skills;

· Organisation and management; 

· Financial capacity and availability of appropriate loan facilities;

· Analyses of other external factors.

The following overview helps you take all the necessary aspects of the SWOT analysis into consideration:

8.2 Checklist

Checklist 5: Coverage of a SWOT analysis

	Financial aspects
	Physical aspects

	· Capital of owner

· Projected cash flow

· Access to additional resources

· Investment requirement

· Profitability

· Risk
	· Building

· Workshop and machinery

· Technology/incubator parks

· Location

· Transport facilities

· Infrastructure and utilities

	Management and operator capabilities
	Market

	· Management competence

· Age/experience 

· Skills availability

· Technical know-how

· Management contacts/network

· Salesmanship of owner/staff

· Personnel management
	· Profile of target market

· Competitor's marketing strategy

· Market share

· Product features/quality

· Expanding/contracting/stagnant market

· Demand/supply situations (past, present, future)

	Information
	Supply of raw materials

	· Is the necessary information available?

· Is it available in time for decision making and for taking corrective actions? 
	· Are the sources adequate in terms of quality, quantity and price?

· Are new materials becoming available which would be useful to the enterprise? 

· Will they continue to be adequate?

	Social environment
	Production process

	· Are people accepting the product?

· Is there any particular prejudice, likes or dislikes for the product?
	· Is the product going to be produced in mass?

· Is it labour intensive?

· Is it a job order or continuous operation?


8.3 Example

	ABC Bakery: SWOT analysis

	Strengths
(positive factors to be capitalised)
	Weaknesses 
(negative factors to be eliminated)

	· Have worked in a bakery business for long time as an apprentice  

· Knows most of the intended customers in locality ‘A’  
· Will be able to buy supplies on good terms  
· Have start-up capital 
	· Do not know much about business management  


	Opportunities (to make use of them)
	Threats (to avoid/consider them)

	· Locality ‘A’  is a highly populated area and population size is increasing from time to time and so is the demand.

· There are no many bakeries in the area, the location is big enough for more bakeries 
	· One of the bakeries in the nearby location has a good reputation  




8.4  Exercise to fill based on the above example. [Take your business idea and analyse it ]

SWOT analysis of the project

	Project idea:

	Strengths
(positive factors to be capitalised)
	Weaknesses 
(negative factors to be eliminated)

	
	

	Opportunities (to make use of them)
	Threats (to avoid/consider them)

	
	


enlarge this format on two pages if necessary

Actions to take in order to overcome the inconveniencies:

Hand out 9:  Exercise to fill

	Business Idea

Name of Promoter: 

Name and activity of the enterprise: 

Products and Services: 


Clients:

Sales and marketing strategy:

Strategic location of the enterprise:

The main competitors are:

Characteristics of their products:

Advantages and disadvantages to the competitors:

The project will be financed as follows:

Own funds:

Financing:

Risks:




enlarge this format to one or two pages if necessary
Handout 10
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Phase 2: Information seeking

Market analysis is a key to the success of new businesses or projects. Marketing analysis of the product is all about estimation of demand for the product. You, as an entrepreneur, should assure the quality and standard of your product as well as its effective distribution. You must also devise a correct pricing strategy. The following simplified contents of market research can help you get information and analyse the market.

Handout 11:

Conduct market research to learn more about your customers and competitors

	Method
	Purpose

	Talk to potential customers
	· To know what products they want to buy

· To know what they think about potential competitors

	Study businesses of your competitors
	· To find the quality and design of their products

· To know what prices they charge

· To know how they attract customers

· To look for possibilities of developing the already existing products of competitors to a superior design and quality, instead of imitating them as they are.

	Ask suppliers and business friends
	· To know which goods are selling best

· To know what do they think of your business idea

· To know what do they think of competitors' products.

	Read newspapers, catalogues, trade journals and magazines
	· To get information and ideas on new products


For market analysis, introduce yourself into the "4P" marketing approach: Product, Price, Place, Promotion and add a big C - the Competitors!

The following questions need to be answered satisfactorily: What are your products and services? Are there similar products in the market? How is the quality of products of the competitors? Who would be the customers? What are the actual prices? Where are the selling points? Who are the potential wholesalers for the products? Which media channels could be used for promotion and advertising?

Market analysis format

	· Description of the product 

What product should I produce? What should be the design, model, appearance and style of the product?  What should be the brand name of the product?

· Comparison of the product with its competitors

Can I produce a product of better quality compared to others? Can I provide warranty for my products? Is the design of my product better than others? Can I use quality raw materials? Can I label my product?

· Location of business

Can I get proper business location not far from my customers? Can I get proper premises with reasonable rent?

· Major customers

Who would be my customers: Individuals, households, and government/private/
non-government institutions? Urban/rural residents? 

· Market share

Do I have the capacity/possibility of measuring market share? Is there a possibility of getting some market share by competing with similar producers? What would be the possible number of customers per month/year? Is there a possibility to capture more market share in the future? Should the market share be high, do I have the necessary resources/capacity to respond to that market? 

· Selling price

· My pricing strategy: Should I go for profit maximisation in the short-term? 

Profit optimisation in the long-term? A minimum return on investment?     

· Keeping parity with competition? Fast turnaround and early cash recovery? 

· My pricing methods: Should I follow cost-based pricing? Demand-based 
    pricing? Competition-oriented pricing? Product line - oriented pricing? 
    affordability - based pricing? Or differentiated pricing?

· Promotional measures

How can I promote my product: Which media channels (local newspapers)? Signboards? Leaflets and brochures? Exhibition/bazaar participation? Words of mouth?

· Marketing strategy

· Selecting target clients: Studying the customer, his/her buying motives and buying behaviour, segmentation of the market using relevant bases, evaluating each of the segments, selecting the appropriate segment as target market.

· Developing the “4P” marketing mix: Product, Price, Place and Promotion  

· Provision for the impact of uncontrollable environmental variables

· Developing the detailed functional plans of marketing: production plan, sales 
   plan and advertising and sales promotion plan.

· Sales/demand forecast 
(for details on sales forecast see next)



More details are available at: www.start-your-business.net/market-analysis.html  
Supply market analysis

The supply market should also be analysed. It requires identifying the main suppliers for your equipment and raw materials and making price and quality comparisons and a final ranking of price and performance of suppliers. A sound analysis of the availability and the best prices of equipment and working materials will stabilize your business, protect you from shortages and minimize costs. 

Handout 12:
Important questions to ask before buying equipment/tools

	· What kind of equipment do I need?

· How much will the equipment cost?

· Can my business afford to buy the equipment?

· Can I buy the equipment second hand?

· Will the increase in profit after I buy the equipment be high enough to pay for the 

cost of the equipment?

· How much more work does my business get now and in the future?

· How big must the equipment be to do the work I expect (capacity)?

· Maybe you do not need to buy equipment of your own. In that case find out 

if you can:

 - borrow or rent equipment only when you need it;

 - outsource to another business that has the equipment to do the work for you.

· Is there another new kind of equipment better than existing ones?

· Which equipment is the cheapest to run and easiest to operate?

· Do I need special training to use the equipment? Can I get it? Is the fee affordable?

· How long would the equipment last?

· Does the supplier give a written guarantee?

· Will the supplier install the equipment and service it?

· Can I have it serviced locally?

· Are the spare parts available locally? Is the cost affordable?


Infrastructure analysis

Infrastructure means building and site in strategic location, including public transport facilities and public services like electricity, water and communication facilities.

Handout 13: Availability of infrastructure
	· What commercial area is the best for your business?

· How far are you from the competitors? 

· Are there shops available at affordable price?

· Is the shop rent contract reasonable?

· How are infrastructure facilities like electricity, water, telephone, fax connection and public transport?


Business management
Business management aims at drawing upon effective organisation and management to achieve the entrepreneur's objectives. Business management is all about co-ordinating your meagre resources such as materials, financial and human, thereby undertaking your business activities efficiently and effectively. Having the necessary skills in the areas of marketing, costing your products and services, financial/business planning and record keeping are very crucial for you to succeed in business. You may have taken some business management courses during your school or college days, or you may not. Which ever the case may be, you need to look for opportunities to strengthen your business management skills continuously. This can be done by completing business management training courses intended for people like you. In addition, you as a business starter need to decide upon what form of business organisation you have to choose. The choice may partly be done based on the level of your investment capital as well as the commercial code of your country.

Handout 14: General aspects of business management

	With regards to business management, you should give attention to questions such as:

· Do I have the necessary business management skills to start and run a new business?

· What form of business organisation should I register in?

· In case I am going to hire labour, what type of qualification do I need? 

· Do I have the capacity to manage my personnel issues?

· What series of pre-operating activities should I perform?

· What pre-operating costs am I able to bear?

· Where shall I get as much information as possible pertaining to regulations, finance and competitors?


Financial analysis 

Business enterprises, mainly manufacturing enterprises, need finance for:

· Renting premises/workshops;

· Purchasing/leasing machinery, tools and equipment;

· Purchasing furniture and fixture;

· Purchasing supplies and covering other pre-operating costs; 

· Covering the first six months of the business exercise.

Handout 15: Loan requirements
	With regards to finance, you should give attention to questions such as:

· What is my total capital requirement?

· Do I need a loan? What will be my equity contribution? How much is my additional loan requirement? 

· Where do I get a loan fund? What are the loan conditions?

· What type of security (collateral) am I required to present to lending institutions such as to micro finance institutions and other conventional banks?

· What are the loan terms and conditions, grace period, interest rate, repayment schedule, etc.?

· How is the project feasibility? Is my business feasible enough to generate enough profit and pay loans back within the specified loan term?

· What is the break-even point?


Identification of legal forms of business organisations
You as a business owner have a legal obligation to adhere to existing laws and regulations while doing business. These responsibilities include paying taxes, respecting regulations regarding employees, getting licenses and permits, adhering to lease and contractual agreements. Paying taxes is part of running a business and it applies to every one unless you get short-term preferential treatment from the government. It is, therefore, your responsibility to learn about the legal requirements that concern you as a business person.  This refers to the determination of what form of business organisation you are going to register your business in. The Commercial Code of Ethiopia, for instance, defines a business organisation as "… any association arising out of a partnership agreement." According to this definition there are eight forms of business organisations:

· Ordinary partnership;

· Joint venture;

· General partnership;

· Limited partnership;

· Share company;

· Private limited company;

· Sole proprietorship;

· Co-operative.

Which form of business should I establish?

You should consider varieties of conditions before deciding which form of business to establish. Assistance of others may be needed to select and register your business. But make the selection by yourself and try to understand why you should select that form and what consequences it will have in the future.  Some of the issues to consider are:

· Ease of registration requirement and simplicity of the process

· Cost of starting the business

· Number of owners 

· Financial responsibility of the owners

· Decision making in the business

· Mode of taxation 

After selecting one of the above forms of business organisations, the next procedure is to register your business with the concerned authorities. Concerned authorities in Ethiopia, for example, are:

· Ministry of Trade and Industry;

· Regional Bureaux of Trade and Industry; and 

· The Office of Acts and Documents Registration. 

Registration of each of the above business forms may have different requirements and registering offices. 

Types of taxes and their conditions (the case of Ethiopia)
According to the Ethiopian Income Tax Proclamation No. 286/2002, “Business” or “Trade” shall mean any industrial, commercial professional or vocational activity or any other activity recognised as trade by the Commercial Code of Ethiopia and carried out by any person for profit. 

The different types of taxes, their meaning, rates and conditions, as provided by the Federal Inland Revenue Authority (FIRA), are presented below:. 

· Value Added Tax (VAT) is a sales tax based on the increase in value or price of product at each stage in its manufacture and distribution. The cost of the tax is added to the final price and is eventually paid by the consumer.

· Excise Tax is imposed and payable on selected goods, such as, luxury goods and basic goods which are demand inelastic. 

· Turnover Tax is an equalisation tax imposed on persons not registered for value-added tax to fulfil their obligations and also to enhance fairness in commercial relations and to complete the coverage of the tax system. 

· Income Tax. Income taxable shall include, but not be limited to income from employment; Income from business activities;

· Business profit tax

Deductible expenses

· In the determination of business income subject to tax in Ethiopia, deductions shall be allowed for expenses incurred for the purpose of earning, securing, and maintaining that business income to the extent that the expenses can be proven by the taxpayer and subject to the limitations specified by the 'Income Tax Proclamation No. 286/2002'. 

· In the determination of taxable business income, the owner of the business assets may deduct depreciation of business assets. 
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Check your legal responsibilities

The following list refers to the legal statutes of your enterprise, the business registration, the taxation procedures and the staff management.

Checklist: Check your legal responsibilities

	1.
Business registration

· Identify concerned institution for a license/work permit; 

· Check procedures required to secure a license;

· Check how much time it takes to secure a license;

· Check how much it costs to secure a license;

· Check how much the annual license fee you should pay;

· Check when you should renew your license.   
2.
Taxation

· What type(s) of taxes you are required to pay? (e.g. value added tax, 

income tax, profit tax, turnover tax, sales and excise tax); 

· What are the tax rates for each tax category?

· Which organisations are responsible for tax collection?

· What penalties are involved for untimely/missing tax payments?

3.
Administrative procedures

· Check procedures for staff contracts;

· Check inscription for social insurance;

· Check different insurances.




Checklist of information seeking
The list helps you to analyse the preconditions for starting up your enterprise, especially the market conditions, availability of qualified staff and the necessary equipment, the competitors, the loan conditions, the administrative procedures and the necessary steps for efficient accounting and management system.
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Summary of information seeking and decision-making

	1.  Market demand (to be checked in terms of)
· Saturation of existing demand by existing suppliers;

· Reliability of supply for existing product/service;

· Expected increase of demand for the product/service;

· Variety of distribution channels and target clients
(low, medium and high income group clients) and market segment;

· Existing sub-contracting and market linkage opportunities;

· Names and prices of advertising enterprises;

· Same/similar kind of goods/services (number, price, concentration, and quality) 
offered by competitors.

	2.  Availability of qualified personnel and training

· Availability of different skills (conceptual, managerial, technical, manual);

· Steadiness of supply of skills;

· Cost of labour;

· Institutions that provide business management training and their fees;

· Institutions that provide skill up-grade training and their fees.

	3.  Availability of technology and equipment

· Availability of proven technology/tasted equipment;

· Availability of technology/equipment at reasonable prices;

· Availability of technology appropriates for the level of production, level of investment 
and desired product quality. 

	4.  Availability of supply of raw materials

· Availability of adequate local/imported sources of raw materials at reasonable prices;

· Reliability of supply of raw material;

· Seasonal availability, quality and viability of raw materials.

	5.  Competitors

· Competitors offering the same kind of goods/services 

	6.  Availability of utilities and infrastructure

· Availability of/access to electric power and water supplies; 

· Availability of affordable transportation facilities ;

· Access to work premises and related costs.

	7.  Finance

· Availability of alternative sources of finance (micro finance institutions, commercial banks, government funds, donor funds); 

· General loan conditions, terms and interest rates of the various lending institutions including government financial sources.



	8.  Legislation

· Business laws and binding contractual agreements;

· Special provisions and support from government; 

· Form of business enterprise to establish and related legal requirements and licensing procedures (partnership, sole proprietorship, co-operative); 

· Tax holidays and exemptions, types and rate of payment;

· Standards and quality regulations;

· Tender procedures.

	9.  Business management

· Deciding upon the organisational form of the business;

· Availability of different skills (conceptual, managerial, technical, manual);

· Steadiness of supply of skills;

· Cost of labour;

· Institutions that provide business management training and their fees;

· Institutions that provide basic accounting training and their fees;

· Auditing services and their fees; 

· Institutions that provide skill up-grade training and their fees.


Handout 18
The following table is presented to show what decision variables should be considered in order to start a new business. Please note that the crosses indicated in the 'Yes' and 'No' columns of the table are presented as examples only.

Table 18.1

Final decision to start your business - example

	Decision variables
	Yes
	No
	Remark

	Have you decided on what product/service to sell?
	x
	
	

	Have you identified who your customers will be?
	x
	
	

	Do you know who your competitors are?
	x
	
	

	Do you know what price to charge for your product/service? Is it competitive?
	x
	
	

	Have you found a location for your business?
	x
	
	

	Have you decided what kind of promotion to use and have you calculated the related costs?
	x
	
	

	Have you decided which legal form your business will have and do you have all the relevant information about licensing procedures?
	x
	
	

	Do you know what kind of skilled labour you are going to hire, their availability and the relevant costs?
	x
	
	

	Have you calculated how much start-up capital you need and from where to secure?
	x
	
	

	Have you decided what kind of record-keeping system your business uses?
	
	x
	look for assistance from others 

	Have you prepared a sales and costs plan for at least six months?
	x
	
	

	Do your sales and cost plans show profit for a reasonable period of time, say at the end of the first year of operation?
	
	x
	revise your plan and strategy

	Have you prepared a cash flow projection, for at least 
6 months?
	x
	
	

	Does your cash flow plan show your business will not run out of cash during the first few months i.e. 6 months? 
	
	x
	revise your cash flow plan

	Have you found out what assistance you may get from government and other development agencies?
	
	x
	look for information from relevant offices

	Total
	11
	4
	


Table 18.1

Exercise - Table to fill

Final decision to start your business

	Decision variables
	Yes
	No
	Remark

	Have you decided what product/service to sell?
	
	
	

	Have you identified who your customers will be?
	
	
	

	Do you know who your competitors are?
	
	
	

	Do you know what price to charge for your product/service? Is it competitive?
	
	
	

	Have you found a location for your business?
	
	
	

	Have you decided what kind of promotion to use and have you calculated the related costs?
	
	
	

	Have you decided which legal form your business will have and do you have all the relevant information about licensing procedures?
	
	
	

	Do you know what kind of skilled labour you are going to hire, their availability and the relevant costs?
	
	
	

	Have you calculated how much start-up capital you need and from where to secure it?
	
	
	

	Have you decided what kind of record-keeping system your business uses?
	
	
	

	Have you prepared a sales and cost plan for at least six months?
	
	
	

	Do your sales and cost plan show profit for a reasonable period of time, say at the end of the first year of operation?
	
	
	

	Have you prepared a cash flow projection, for at least 
6 months?
	
	
	

	Does your cash flow plan show your business will not run out of cash during the first few months i.e. 6 months? 
	
	
	

	Have you found out what assistance you may get from government and other development agencies?
	
	
	

	Total
	
	
	


Now make your final decision based on the total sum of 'Yes' and 'No' answers for the indicated decision variables. 
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Phase 3:  Starting up a business

Action plan
To start your business, you need to have an action plan that shows a list of activities to be undertaken and when to do them. The following simplified action plan format is presented for your reference. Follow the graphic presentation and put all the necessary steps into the action plan including the timetable, responsibilities and institutions or persons to be contacted. 

Handout 20.1:
Example of Action Plan
	Activities
	Weeks

	
	1
	2
	3
	4
	5
	6
	7
	8
	9
	10
	11
	12
	13
	14
	15

	Pre-operating activities:

	Attending training (if required)
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Product identification
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Market survey
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Renting/constructing workshop
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Business plan preparation
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Registering the business
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Applying/approval of loan
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Contracting equipment and suppliers
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Hiring labour (if applicable)
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Installing/placing the equipment
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Purchasing raw materials
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Trial production
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Product costing
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Pricing
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Selection/securing sales outlet/shop
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Promotion
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Operating phase:

	Start actual production (ex. at 70% capacity)
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Evaluate market share/sales
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Set a plan to improve your business
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Product diversification
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Improve financial management capacity
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Make market survey for further expansion
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	


= continuous activity 

Handout 20.2: Exercise to fill

	Action Plan

	Activities
	Weeks

	
	1
	2
	3
	4
	5
	6
	7
	8
	9
	10
	11
	12
	13
	14
	15
	16

	

	Pre-operating activities

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Operating phase

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	


Business Planning (for details see module 6)

A business plan is the most essential document for starting, building and making businesses successful. It is an effective tool for raising the necessary capital to start and/or run business enterprises. The business plan describes what the business will do, how and where it will be started. Many businesses fail due to lack of planning and preparation.  

The preparation of a business plan is important because it gives information about:

· What profit your business can expect to make in the future;

· How much money you can expect to come into and go out of your business;

· Level of profit expected from your business within the period of life of the business;

· The positions of your assets and liabilities;
· Which part of your business you can improve.
The two most important planning documents for your business are:

· Sales and cost plan / cash flow plan.

When you make business plans:

· Make them simple; Choose the most suitable period;

· Make them before you need to use them;

· Look for accurate information.

In working out your own project, you should prepare a sound business plan based on data which you collected and in which you have the utmost confidence. Make your business plan tailor-made based on your specific strengths and weaknesses. Decide on how much of your savings should be invested in the project, how much income you should generate from the business, who your clients would be, and which technical process is in line with your level of skills, resources and market size.  
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	Contents of Business Plan format for start-ups

Personal data

· Name, adress, education, qualification

1.
Business/projet profile
· Types of activity, products, services

· Chosen legal form of enterprise and administrative procedures

· Strategic location of the business and availability of equipment and infrastructure 

· Management and organisation, risks and opportunities

2.
Market study
· Product range

· Main customers and market segments

· Middle men and competitors

· Marketing strategies and marketing budget

3.
Production plan
· Projected production and sales

· Machinery and equipment requirements

· Qualified staff needed

4.
Cost calculation
· Fixed capital and working capital

5.
Financial plan
· Own funds and financing

6.
Estimated profit and loss statement


Financing (for details see module 5)

Start-up capital is the money you need to start your business. At the implementation stage of your business it is mandatory to know how much start-up capital you need. 

Investment capital is needed for:

· Purchase/building of business premises;

· Purchase/rental of equipment;

· Purchase of a stock of raw materials;

· Paying for wages;

· Covering promotional costs. 

Business premises

After knowing what sort of premises you require, you should make decision whether to:

· Construct the premises;

· Buy the premises;

· Rent the premises or

· Run the business in your home.

Your financial capacity determines which one of the above alternatives to choose from. 

Equipment

Equipment is all the machines, tools, workshop fittings, office furniture, etc. that your business needs. 

After deciding what sort of equipment you need, you should decide if you need to:

· Buy equipment or

· Lease equipment.

Leasing is like renting where the leasing company will lease the equipment to you for an agreed time period. You pay a monthly lease, just like paying rent. In the absence of leasing opportunities, you may also consider the possibility of going to other enterprises with idle equipment and use their facilities for a fee.  

Stock of raw material

At start-up stage of your business you need to have an optimum quantity of raw materials to start production. The more raw material stock you need the more working capital you should have.

Wages

If you employ staff, you will have to pay them wages during the start-up period. You need to pay yourself for living costs as well. Based on how many staff you are going to have, you can estimate how much working capital you will need per month to pay for wages and salaries. 

Promotion

Starting a new business requires intensive promotion. The promotion you do requires funds, which are also part of your working capital needs. You should choose effective and affordable means of promotional tools and allocate working capital wisely.

In general, while doing your SWOT analysis you should strictly look into the strengths and opportunities you have in accessing the required resources in time.   

Source of start-up capital

After knowing the estimated level of working capital you need for your new business, the next question is: Where do you get that capital from? Possible sources of finance are:

· Own savings/equity;

· Loans;

· Grants (if available).

Own savings

Equity is the owner's contribution from his/her private funds. You as an entrepreneur should cultivate a culture of saving money for future investments. Financing institutions, such as micro finance institutions are highly interested in your capacity to match your own funds with the loan amount that they are going to finance your new business with.

Loans

Accessing loan is one way of financing your investment and working capital outlays. Many lending institutions require the following from you:

· A well prepared  feasibility study of the business idea to the satisfaction of the lending institution. In this case, the feasibility study for micro and small enterprises could be a simplified business plan. The business should, at least, tell the lending institution that the envisaged business would be profitable within reasonable period of gestation period and availability of working premises;

· Some kind of collateral against loan.

Administrative procedures (for details see module 4)
An administrative procedure refers to the various types of legal requirements you are expected to fulfil prior to or after implementation of your business. In part 2 of this toolkit it has been indicated that information pertaining to legal requirements should be collected prior to implementation of the envisaged business idea. In this section, however, the main concern is to bring to the attention of the business operator that he/she should take practical steps towards implementing the business. 

a) Decide on the legal form of the business and start the registration process

As indicated in Part I of the toolkit, there are about six alternative forms of business organisations. Choose the business form based on the following criteria:

· Ease of registration;

· Number of owners and financial capacities;

· Financial responsibility of owners;

· Degree of freedom in decision-making.

Once you decide on the form of business organisation to establish, you can start the process of registering the business and securing a license/work permit. The different legal requirements as well as relevant registration forms are also annexed to this toolkit.

At this stage you are expected to be familiar with the procedures involved in business registration and you have to know that there are different legal provisions for the different types of business forms. For instance, there are independent registration procedures and application forms for sole businesspersons and business organisations such as share companies and partnerships. In addition, registration for trademark has also its own procedure. 

In general, the practical steps you should consider are:

· Make sure that you have decided to register your business and get license in one of the business forms and that you have the necessary capital, infrastructure, personnel and other minimum requirements that registering authorities are going to ask for;  

· Go to the concerned authorities and take registration form;

· Fill the registration form. If needed you can consult legal persons on the contents of the application form and their legal consequences;

· Submit the application form to the concerned office;

· Make follow-ups until you secure the license.  

b) Staff contracts

If you come to the decision that you as an entrepreneur miss important competencies or cannot cope up with the high demand in your product or service, you should consider employment of additional personnel.

You should be able to recruit the best available skilled candidates. You can organise your hiring activities in a five-step process. These are:

· Organising and planning: before starting recruitment; you first need to decide on the salary range and minimum level of skills. Place vacancy advertisements through possible existing media. In the meantime prepare interview guidelines and selection criteria;

· Interviewing: Based on interview guidelines, invite candidates for an interview. If necessary, you can also screen candidates through written exams;

· Select competent candidate(s) based on the pre-set criteria;

· Conclude staff contracts, write letters of employment provide orientation to the newly contracted employee(s) about your business and give a written job description. At this stage it will be good if you consider a probation period of at least 15 days. 

· Plan for a strong 'first week at work' test to make sure that your new staff is doing the job according to your expectation. Sometimes you may also need on-the-job training for new staff.

Contents of staff contract should comply with the existing labour proclamation. The contract between you and the staff may have the following contents:

· Responsibilities of the employee;

· Responsibilities of the employer;

· Employee’s rights;

· Employer’s rights;

· Performance evaluation standards for technical skill and workplace ethics;

· Starting salary, benefits, safety measures at workplace and promotion;

· Working days, working hours and holidays;

· Annual leave and sick leave;

· Starting date.

c.  Follow taxation procedures

Taxation issues are discussed in detail in Part 2 of the toolkit. The different types of taxes such as income tax, business profit tax, value-added tax and turnover tax are defined and their corresponding schedules are also indicated there. In this stage, too, you are required to take the following practical steps concerning taxation. 

· Be informed of the different tax categories 

Put books of accounts and accounting system in place. This is important because the tax authorities require you submit relevant financial statements for registered businesses. It is also important to know relevant tax provisions such as income exempt from tax, adding tax on income, deductible expenses, non-deductible expenses, deductible interest, conditions for deducting gifts and donations, loss carried foreword, depreciation allowance and similar issues.  

Infrastructure (for details see module 2)
This refers to the different facilities you should access to implement your business smoothly. They include both external and internal facilities. The following are presented as checkpoints: 
· Look for a strategicsales location near potential customers;
· Compare rental fees for the sales premises, negotiate and enter into a rental agreement;

· Equip sales shop (put sales shelves, etc.);

· Arrange for facilities (power, telephone, fax, computer, internet connection, furniture);

· Buy/hire transport facilities.

Suppliers (for details see module 2)
This is an implementation step where you should: 
· Make contact with suppliers; 

· Get pro forma and prices and detailed leaflets for equipment and raw materials, compare prices and suppliers;

· Order and buy machines/ equipment and raw material.

At the start-up stage of your business you need to have optimum quantity of raw materials to start production. The more raw material stock you need the more working capital you should have.  

Business Management (for details see module 3)

Under this step you are required to: 

· Identify, engage and train qualified personnel;

· Organise work procedures;

· Organise marketing activities;

· Install an accounting system;

· Install a stock management system for raw materials and finished products:

In organising your accounting system, you may not need a sophisticated computerised system that you cannot afford or make use of. A simple accounting system can be used to meet your needs. The simplest accounting system is called 'open invoice system' that requires only a cashbook and four boxes or files.

For an efficient accounting and bookkeeping system it will be necessary to:

· open a bank account;

· initiate a cash book and bank records;

· collect the accounting documents (bills and receipts).

Basic and professional accounting systems are presented in training module 3 for 
"Accounting and Cost Calculation".

Product development (for details see module 2)

Product development is one of the important implementation steps you should continuously consider. The following steps are presented to serve as checkpoints. 

· Identify product and produce based on feedback obtained from customer survey or simplified market research;

· Compare quality of your product with that of competitors;

· Improve product quality;

· Decide on packaging and pricing strategies.

New product development is successful  if it is based on market research. Some consumers would like to purchase a given product just because it is newly developed. If the target market is responding positively to the newly developed product, then the strategy of producing new items will work. New product development has to refer to the following issues:

· Size of the demand;

· How long demand will continue;

· Pricing issues;

· Implication of future competition;

· Availability of resources;

· Skills required;

· Rate of return on investment.

Producing customised items can give the benefit of offering personalised items, which may not be available in other competing firms. This system gives the option of getting goods that fit to the needs of a particular buyer. The promotional programme for selling customised items should emphasise the advantage and benefit the buyer can get from the product.

Marketing and customers (for details see module 2)

Formulate a marketing strategy and make a proper implementation plan, balance and integrate product strategy of the business and decide on pricing, distribution, promotions and business management strategies.

Marketing is everything you do to find out who your customers are and what they need and what they want to purchase. Therefore, decide on how to satisfy customers’ needs  while making profit. At the implementation stage you should consider and decide upon how to:  

· Provide the products or services the customers need;

· Set prices that customers are willing to pay;

· Get your products or services to customers;

· Inform and attract customers to buy your products or services.

Your marketing starts with your business idea. Using your business idea as a starting point, you must learn more about your customers and competitors through market research. Finally, you use the information you obtained from the market research and draw up your marketing plan. 

In your marketing plan you should take practical decisions on the following marketing strategies. 

· Product: Test your product(s) and launch them. Before launching the products, you are required to give attention to the quality of your products, size, colour and packaging. 

· Price: Test the price of your product(s) that you set based on your market research during the information seeking stage. You are now required to know if the price of your product is competitive in the market. Be sure that you have kept your costs down as much as possible so that you will have room to vary your selling prices within an acceptable range. Check that the price is attractive to customers and competitive with that of producers of the same product(s).   

· Place: Determine where you should locate your business in a way you can best reach your customers. Location of the business is essential to reduce costs, or increase the chances of customers stopping at the business to look at your products or to at least make inquiries. The important factors to consider in selecting business location are:

· Proximity to essential raw materials;

· Proximity to markets and distribution channels;

· Availability of transport facilities;

· Availability of efficient and cheap skilled labour;

· Existence of related businesses (forward/backward linkages);

· Infrastructure facilities (e.g. road, power);

· Communication facilities (e.g. post office, telephone, fax, internet).

Promotion 

Promotion is defined as a means of informing your customers about your product(s) and how to attract customers to buy from you. Make sure you have used one or more of the following promotional measures during the implementation stage:

· Discounted on selling price and sold in bulk;

· Distributed flyers, brochures, business cards and used signboards;

· Provided prompt, regular, courteous and efficient service to your customers;

· Made proper display of your products and good presentation of the sales room;

· Kept your business well organised, well lit, clean, fresh looking and attractive.

Note that when you begin to sell a new product or service, you want to attract people to try it. So, set a low introductory price that only gives you a small profit for the first few weeks. Check whether customers liked the product, and if so, slowly increase the price for a higher profit.

One way of promotion is advertising

Advertising is defined as giving information to your customers to make them more interested in buying your goods and services. At the implementation stage of your business, carry out promotions, sell more, thereby increase your profit. Check that your advertising measures helped you to get the following benefits:

· Customers interested in the product/service because of its quality, good packaging, durability, and other product features ;

· Customers purchased more product/service (come-again type of reoccurring sales;

· Customers benefited from promotions such as price reductions, and gifts (good public relations);

· Your selling skills improved (salesmanship).

Be a successful salesperson!

· Greet your customers;

· Be polite and friendly so that customers feel welcome and enjoy visiting your business;

· Smile - friendliness costs nothing;

· Be patient. Give customers the chance to ask questions and decide if they want to buy. Do not disagree with customers if they decide they do not want to buy;

· Always be honest and trustworthy;

· Thank your customers for coming to your business.
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Phase 4:  Follow up and improve your Business

Marketing

At the beginning of your business venture you designed a marketing strategy where you determined what product to produce, what price to charge, how to promote the product, where and how to sell it. Now, it is time to examine the effectiveness of your marketing strategy and look for improvements. For this purpose, you need to evaluate your previous marketing activities, adopt them and find new strategies. 

The following questions should get answers before you re-design your marketing strategy:

· Was the price I set too high/too low/optimum? What was the feeling of the customers?

· How was the demand for the product? Was it equal/higher/lower to your initial projection?

· Was the business location found good or bad?

· Did your product promotion attract a sufficient number of customers? Was the cost of promotion too high for you? (this is the same like the demand)

· After evaluating the above situations, you can determine whether to:

· Increase/decrease price (if the existing one is found very low/high); 

· Increase/decrease production volume;

· Change business location or not;

· Reconsider market segmentation or not (note: market segmentation is the process of focussing on specific customer groups and separating business activities according to well defined target group); 

· Re-engineer the product to enhance quality and meet customers' needs;

· Alter channel of distribution.

If you want to diversify your market be aware of the following:
· Needs, purchasing power, tastes of target consumers, taste of sales and competitors etc. are assessed with the help of market research;

· Availability of work premises close to the new market, availability of transport facilities and additional costs thereof;

· Is the channel of distribution done by wholesalers or retailers?

Channel of distribution

In this respect, you can have different alternatives to choose from:

1. Producer - Direct Sale - Consumer

2. Producer - Wholesalers - Retailers - Consumer

3. Producer - Agent/Broker - Wholesalers - Retailers - Consumer

Compare with products of competitors

Products of different enterprises can be compared in terms of:

· Production cost;

· Selling price of the product;

· Quality of the product;

· Design and packaging of the product;

· Availability of the product any time required by the customers;

· Accessibility of the product;

· Service life of the product. 

After evaluating the differences you are expected to make the necessary corrections against the items you have found to be inferior.  

Product development

Modifying existing products is possible when the demand for an existing product declines and when there is possibility of changing design, size, features or the colour of the product. Modification of existing products requires expertise in product idea generation and technical skills. The buyer may be ready to pay for an increased price provided the modification is as per his/her needs.

After modification of a product you should ask questions such as:

· Did the technical modification of the product go well?

· How was the reaction of buyers towards the modified product?

· What was the cost of modification?

· Has the product a competitive edge?

· Was the increased price accepted by existing and new buyers?

Last but not least product quality is a prior for product development. Quality is considered as a key factor for the success of business enterprises through:

· Creating satisfied customers;

· Facilitating volume purchase; and

· Repeated purchase.

Improve your product quality

Product quality improvement is one of the major critical success factors for your business and you should take care of it in the follow-up and improvement stage of your business. Customers are always concerned with the quality of the product they purchased from you. Quality assurance begins from the very beginning of starting a business. Therefore, in the follow-up and improvement stage check that you have been selling products with the required quality. In the follow-up and improvement stage of your business, evaluate product quality in terms of: 

· Raw materials used;

· Production technology selected;

· Tools/equipment used;

· Efficiency of the production process/line;

· Product finishing skill of your staff.

Since your customers are the best sources of information for product quality improvement, ask them how they felt when using your product.  

If you want to diversify your product, be aware of the following: 

· The skill required to produce the new product;

· The technology and tools/equipment required for production;

· The personnel required for production;

· The additional investment required;  

· Readiness of the market for the newly diversified product:

· within the existing market;

· within a new market.

Improve your accounting and management system

Improvement of accounting system

As a businessperson you should be able to check if your accounting system is good enough to record your daily transactions. If you do not know how to make such records in a simple and easy manner it will be very difficult for you to identify your income and expenses and eventually you will not know whether you have made a profit or a loss with your business activities.

The absence of recording will also cause some problems in handling customer needs, particularly in providing sales on credit. The lack of recording also makes it very difficult for the tax offices to levy reasonable taxes that are commensurate with the business activities. As a result, you may feel that taxes that are being levied on the basis of estimation are too heavy to bear. Therefore, to improve the accounting and statistics of your business check the following:

Data management

To collect data in an organised way, you should have a data management system that suits your needs and capacity. If you have the capacity to use computers, life would be easier for you. But, this requires investment and the necessary knowledge to use computers. However, data can also be managed manually as it is the case for the majority of micro and small enterprises.   

The importance of collecting data that reflects your business to achieve competitive advantage is now a widely recognised fact.  You should collect data on each of the above-mentioned items to evaluate your past performance and adjust yourself in the market and remain competitive. You herewith keep yourself informed about the internal and external environment you are doing business in. 

After collecting data, you should further organise and process this into valuable information that can be used in decision making. In business information should give warning signals when something starts going wrong, or even improves. Therefore, after the first run of your business, usually at the end of the year, you should collect data on:

· How much you produced and how many products you sold;

· How much raw material you consumed;

· How many finished goods you are left with; 

· Your total operational/production cost;

· Your total administrative cost, including wedges and salaries; 

· Your profit (before and after deduction of tax);

· How many clients you served;

· Who your customers were (low, middle or high income level/rural or urban population).

To get data easily on the above items you should have a properly designed record keeping system.
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Do you have a proper cashbook? Example:

	Cash book / Bank records 

	No.
	Date
	Description
	In
	Out
	Balance

	
	
	
	local currency
	local currency
	local currency

	1
	
	
	
	
	

	2
	
	
	
	
	

	3
	
	
	
	
	

	4
	
	
	
	
	

	5
	
	
	
	
	

	6
	
	
	
	
	

	7
	
	
	
	
	

	8
	
	
	
	
	

	...
	...
	...
	
	
	


Evaluate sales

At the start of your business, you were expected to make projections of sales at least for one year. At the end of the first year of operation you are expected to evaluate actual sales against the projection. 

After evaluation of sales you may get one of the following three outcomes:

1.  Value of actual sales greater than the projected sales;

2.  Value of actual sales less than the projected sales;

3.  Values of actual sales and the projected sales equal.

If the result is No.1, it can be considered that your business has been doing well. In this case, try to build upon your strengths that helped you perform well. But be sure that you have taken all the necessary precautions while preparing the projection and that you did not underestimate it because of limitations in planning. 

If the result is No. 2, look for the reasons that hindered you from performing well and try to prepare a strategy to recover from your difficulties during the next business cycle. Some of the reasons for decreasing sales could be:

· Poor product quality; high sales price; market saturation with similar products; poor business location; poor customer handling.

If the result is No. 3, it can show that you have made a good estimation of sales before you started the business. In reality, however, this may not be the case. 

Follow-up on cost structure 

Identify and evaluate what cost components have been involved in your enterprise during the previous year of operation. Example:

· Production costs such as personnel cost, raw material cost, electricity, transport, rent, water, costs of tools and equipment;

· Administrative costs such as stationery, telephone, rent, depreciation, electricity, insurance and equipment;

· Selling expenses such as publicity, promotions and commissions;

· Financial costs such as interest payments;

· Taxation such as business profit tax. 

Staff management

At the start of your business you might not have wanted to hire more personnel because of lack of financial capacity and/or limited production level. As your business starts to grow, however, you need to employ people to assist you in running the business. On the other hand, you might have employed more staff just at the start of the business. In any case, after the first run of your business you have to evaluate the staff situation. In this connection, you should ask yourself the following:

· How was the performance of the employee(s)? Did their skills fit the requirement of my business?

· How was the salary? Was it too high compared to what similar enterprises pay for their employees? Or was it too low compared to staff performance?

· Did I provide the necessary safety facilities and motivating factors?

· How was the staff turnover? Was it too high?

· How was the number of employees? Was it more than required (hence idle labour) or was it too small (staff overload?)

· How was the productivity of each employee?

After examining the above staff related issues, take corrective actions against the weaknesses before commencement of the next business cycle. 

Staff specialisation should also be considered. The more specialised staff you have the more productive your staff would be. Staff specialisation is a situation whereby you assign each member of your staff to undertake a specific task of the enterprise, especially in the production unit. Your staff can specialise in:

· Product development;

· Finishing work;

· Product packaging and labelling; 

· Quality control;

· Salesmanship.

Organise continuous staff training

If you feel that your staff, including yourself, needs skill upgrade training, try to make the following:

· Identify clearly what type of training is needed;

· Get information on which institutions are providing the training;

· Get information on the cost of the training;

· Get information on the duration of the training;

· Be sure that your employees make proper use of the skills they got through training.

Stock management

Stock means all the products your business has for sale and also all the raw materials or parts your business keeps and uses to make products or provide services. 

Stock management (stock control) is the way you:

· Receive your stock (quantity and condition);

· Record your stock (write down all goods or material coming into or going out of your business);

· Store your stock (keep the right amount of stock in a safe and orderly manner);

· Display your stock (it entices customers to buy and makes it easy for you to see and count); 

· Check your stock (check and count your stock often to make sure that it is in good condition and that no stock is missing);

· Re-order your stock (re-order the right stock, in the right quantity and right time). Re-order level is the minimum level of stock of raw materials and finished goods you need to keep the production process continuous and not to fall short of finished products to meet orders from customers, respectively. 

Now, check if you have considered all the above stock control items during the previous period. Take corrective action if you did not do them.

Maintenance

Maintenance refers to repairing/renewal of equipment and tools that your business is using, so that they function without interrupting the production process. Maintenance of equipment and tools can be regular or irregular based on the pre-set specification of suppliers or any time the equipment and tools get damaged. Regular maintenance would enhance the life of equipment and tools and minimises frequency of interruption in the production process.

Therefore, at the end of the business cycle, you should check the situation of your equipment and tools and get them maintained for the next production process. Do not forget that you should put aside certain amount of money to cover maintenance costs. In addition, be sure that you know there are enterprises or individuals who would do the maintenance.

Premises refer to the places where your production and/or sales activities take place.

During making follow-ups on your premises check if:

· The premises needs more space to add more equipment/machines;

· The premises needs more space to serve more customers; 

· The premises requires renovation;

· You have the necessary budget to renovate the premises.

Financing

Finance is one of the important and scarce resources you need for your business. Be sure that your business money is used properly and effectively. If you have borrowed money from lending institutions, be sure that:

· You used the money for the intended business purpose only; 

· You paid the principal and interest amounts regularly;

· You might need additional money to borrow in case you decided to expand your business 
or improve internal capacity. 

Loans involve financial expense in a form of interest. But, it is not always necessary to depend on loans. You have to be able to generate your own funds through savings. Check that you have opened a savings account for this purpose. If you did not have one during the previous business cycle, try to have the account in the next run. 

Summary of follow-up

By carrying out a follow-up, you may use the following checklist to help you accumulate the necessary information and evaluate your business. After collecting the information, you can take good decisions towards implementing the above-mentioned issues. Upon completing this format, you can easily identify weaknesses of your business. Try to eliminate or minimise them during the next business cycle. On the other hand, try to use your strengths to improve your market share, increase production capacity, improve product quality and diversify products. Provided that your business is running well, you can inject additional capital into the business from your own savings or take loans from financial institutions, or invite others to invest into your business. 

Handout 24:
Follow-up format

	Description
	Remark

	Your position in the business:

- full-time owner or manager

- part-time owner or manager

- no active managerial involvement except providing capital 
	

	Total number of workers (if applicable):

- paid workers / paid family members

- unpaid family members
	

	Production capacity:

- limited utilisation of capacity (e.g. 25%)

- partial utilisation of capacity (e.g. 50%)

- improved utilisation of capacity (e.g. 75%)

- maximum utilisation of capacity (e.g. 100%)
	

	Reasons for limited and partial capacity utilisation:

- no market

- shortage of raw materials

- high cost of raw materials

- high utility expense (power)

- no qualified workers (including yourself)
	

	Monthly sales:

- very high

- moderately high

- break-even sales

- losses
	

	Reasons for loosing sales:

- low product quality 

- bad location

- rude competition

- no advertising 

- insufficient marketing strategy

- insufficient buying power of customers

- limited business management skills 
	

	Profitability of business:

- very profitable

- moderately profitable

- break-even

- moderate losses 

- heavy  losses 
	

	Reasons for moderate  and heavy  loss of profits :

- insufficient sales

- high costs (insufficient use of working materials, high transportation costs, 
  high production costs, high marketing costs)

- misuse of business money for non-productive activities 
	

	Location of business:

- near to customers

- near to supplies

- not strategically located
	

	Reasons for not locating your business strategically:

- lack of awareness

- high cost of premises

- insufficient infrastructure/utilities
	


Handout 25: Exercise to fill

Reformulation of your initial project idea

After your introduction to the four steps of business implementation and business management, take the initial format of your project idea mentioned in the chapter for "Identification of your business idea" and fill it with the complementary information you got during the training. This reformulation will be better founded but you should know that the final can only be done after a real market research on the ground (see training module 2: marketing and market analysis).

· The following reformulations of your project ideas will be discussed with the participants.

· Revise also your action plan of phase 2: ‘business implementation’.

	Project Idea

Name of Promoter: 

Name and activity of the enterprise: 

Products and Services: 

Clients:

Sales and marketing strategy:

Strategic location of the enterprise:

The main competitors are:

Characteristics of their products:

Advantages et disadvantages to the competitors:

The project will be financed as follows:

· Own funds:

· Financing:

Risks:




	List of Training Modules for Entrepreneurs

Training module 1 is an introduction for business start-ups. 

Training module 7 is destined to experienced entrepreneurs and advanced enterprises.

Module 1: Steps of Business Implementation

Training module for business start-ups. Introducing the four steps of business implementation including practical exercises (action planning, business idea generation, analyse your competencies, SWOT analysis of the business idea (Strengths-Weaknesses-Opportunities-Threats).

· Business idea generation

· Information seeking stage

· Starting up your business

· Follow up and improve your business

Module2: Marketing et Market Research

· "4P" approach in marketing: Product-Price-Place-Promotion

· Competitors analysis

· Market study exercise on the ground (sales and supply markets)

Module 3: Accounting and Cost Calculation

· Basic cash book and bank records

· Cash book and bank records with accounts

· Monthly and annual results overview table

· Electronic cash book and bank records

· Cost calculation

· Analyse price components, fixed and variable costs, 
product costs, profit and loss statement)

Module 4: Business Registration and legal Issues
· Legal status of enterprise

· Registration procedures

· Taxation

· Staff contracts

· Social security

· Business support institutions and formats

Module 5: Financing your Business
· Evaluate your needs for financing

· Identify and overcome other non-financial problems

· Sources of finance

Module 6: How to write a Business Plan

· Business planning for start-ups and small enterprises

· Business planning for medium enterprises

Module 7: International Trade Promotion

· International institutions for trade promotion

· Import and export procedures

· Trade fair and exposition guide

· Trade fair calendar


	Business Development Services (BDS)

Contact: mail@gagel.net 

BDS Portals and Learning Platforms

	Business Development 
Services (BDS) Forum

www.bds-forum.net All about small and medium enterprises (SME) development: BDS portals, BDS approach, training reports. Business information on marketing, import-export, business planning, taxation, bookkeeping, cost calculation.


	Ethiopian Business Development 
Services (BDS) Network

www.bds-ethiopia.net Ethiopian rules and regulations for SME development. Directories of banks and micro-finance, tender procedures, trade fairs guide, trade opportunities, appropriate technologies, women entrepreneurs.

	Services d'Appui aux Petites et Moyennes Entreprises (PME) 
du Sénégal

www.senegal-entreprises.net Répertoires des structures d'appui et établissements financiers, cabinets d'études. Stratégies d'appui, formation professionnelle, recherche de financements, méthodes de suivi-évaluation, appels d'offre.


	Participatory Action-Research

www.action-research.de Participatory methods of business development services and organizational development with examples of Mali, Tanzania, Tunisia, Mauritania, Niger, Burkina Faso.

	6-Pack for SME Development

www.bds-forum.net/6-pack-for-sme.htm 
Six product descriptions for SME development: 6-month BDS cycles, BDS portals, Networking, Capacity building of partner organizations, Monitoring and Evaluation for international projects and M+E for local partners.
	Start and Improve your Business

www.start-your-business.net Manual for busi-ness start-up and business improvement: Business idea generation. Information seeking (market, supply and infrastructure analysis, financial analysis). Business implementation (registering, financing). Follow-up (business management).
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