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PREFACL

As a result of political and economic changes beought up by the trade Jiberalization in Tanzania, more
and more people become self-employed in the so-called informal sector. Many of these micro-
entreprencurs have 4 keen desire to improve their businesses but they lack basic menagement skills,
and have problems to survive in business hecause of stiff competiton.

The Grass roots Management Training (GMT) is a business training, specially designed to meet the
nceds of micro-entroprenours. 1t has initially been developed by Mr. Daniel Bas of the Internaticnal
Labour Organization as a training for women entrepreneurs in Africa. The ILOQ/SIDO project
“Strengthening Small and Micro Enterptises and their Cooperatves and Associations” (SSMECAY),
hes adapted the original material to suit its target group and the Tanzantan busincas environment.

The GMT manual has been designed to assist business trainars, community development officers,
cooperative officers, NGO's and project staff, in training manufacturers, mechanics and service
oporators at grass roots leve) which means that the required educational level of the participants’ is
not necessary high . As the methodology refers to the entreprencurs’ own expariences in business,
the training is intended for micro-entreprencurs whe have an aiready existing businoss. Through the
training, the participants discover and leamn how to put into practice the basic business manzgement
skills, that are needed to develop their enterprises and to increase their income.

The GMT uses 2 participatory methodology and assaciate pictures/drawings, which relates to the
entrepreneurs’ everyday life. Each topic starts with discussing situations and problems prevailing
in the participants’ business. Next the entreprensurs seck for solutions under the guidance of the
trainer. The training matcnial conlaing matty drawings, proverbs, stories, role plays, games, exercises
and examples, based on day to day business experisnces, to encourage active participation and 1o
support the messages to bo transmitted. The examplea used during the training refer, as much as
possible, to the participants” own business ¢xpericnces.

The GMT material is svailabie in both English and Kiswahili, It is advisable to follow & “training of
trainets” course organized by the SSMECA project, before using the methodology. The SSMECA
project encourages users of the material to glve their comments and, if necessary, to adapt the
materials 1o the specific needs of their target groups. However, for reproduction, adaptation or
transilalion of the GMT material, application should be made to SSMECA project.



SESSION 1: INTRODUCTION

Objective:

This is to introduce the participants the workshop es well as the participants to get better
acquainted, so as to able to cxchange their experiences and expectations for the training
programtie,

Duration: Y% hour

Contenty;

- Introduction of the trainer

- Introduction of the participants

- Enterprise and its activities

- Listing down cxpectations from the course
- Listing down the plan of the training.
Method:

Each participant introduges hirmvherself and expluins his/her expectations from this courss. The
expectations will be revisited on the last day of the course to 3ee if they have been realized.

ILO/SIN0 SSMECA Progeat Grassroots Monsgernant Training: The irainer’s guide i
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INTRODUCTION

Introduction of the trainer

Familiarization

1}

2)

3)

4

Take participants out of the clussroom, and make them stand in & circle. One by orie, they
step in the middle of the circle and introduce themselves to the group, giving basic
information as name, kind of business, Jocation After every pasticipant has introduced
him/herself, ask randomly ‘what is the name of this person?’. Most people probably
already bave forgotten,

Participant form pairs and go for a walk for two minutes, discussing general information.
Afler coming back to the circle, each participunt introduces the person with whom he/she
just talked, to the group.

Participants form new pairs and walk around again, discusaing the problems they are
facing in their business. They writs down the keywords expressing the problems on cards
and present them 10 the group, The trainer groups the cards with the same problems,

Participants form new pairs and walk arcund, discussing their expectations from the
training. They write down the keywords expressing the expectations on cards and present
them to the group, The trainer groups the cards with the same expoctations.

Use cards of menilla paper in different colours and stick the answers to the wall of the classroom
{uae adhesive tack or cello tape). To be used at the evaluation

Objectives of the training

Trainer mentions objectives and relates to the participants' expectations.

Programme of the training

Trainer presents the programme and asks for participants' suggestions. \f required, makes
adjustmenta.

Ciasy regulations

Let the participants put rules (e.g. w fine for late comers) and nominate a class leader.

W.O/SIDO SSMECA Project Grassroots Mensgement Trainkay: The trainer's guide 3



SESSION 2: BUSINESS AND FAMILY

Objective:

To make perticipants aware of the distinction between the individual or private person and the
entreprengur who is responsible tor an enterprise. This first module gives participants every
opportunity to talk ebout their decpest worrics as entrepreneurs.

Duration: approximately 4-5 hours
Content:

The first section of the module ‘The enterprise and the individual', deals with the two-sided
pemmonality of the entrepreneur; on the one hand the business activities, on the other hand family,
home and neighbourhood and, es a consequence, the need to separate cash-box and privale purse.

Next, ‘The enterprise and the immediate environment’, deals with the problem of families and
friends helping themselves (o the cash-box or omitting ta pay for their purchases. The difficulty
of selling al credit is discussed and some solutions drafted: 'mass educatinn, the creation of a legal
form company, and educatc your customers,

The third section "The enterprise and the commumity’ \s presenting the principal actors of the
cconomic life of the micro-enterprise (suppliers, customers, workers, banks, the State) and the
Aowu of goods and services being established between them, If there is one weak link in the chamn,
one ector does not pull his weight, then the whole chain suffers,

Method:

In this first module, the interactive character of the training is rendered very explicit in order to
make the methodology well understood. The following moduies will focus more on the content
without wanting to abandon the interactive approach. The iraining will have to make sure that this
aspect is well integrased.

1LO/SIDO SSMECA Project Ghrassroots Management Training: The uainer's guide 5



2.1'

Z11.

THE ENTERPRISE AND THE INDIVIDUAL
The enterprise and the individoal: Introduction:
Trainer

A business must not be confused with the individuals who owns it. 1t has a personality of its own.
Display drawing ! or 1b and ask the group what they see. The discussion should lead to the
conclusion that the person has a dual personality, he/shs is two persons in one. As a private
individual he/she can give ar lend his/her own money 10 a [riend, but 43 an entreprensur, he/she
cannot and musl niol give away or lend money from the cash-box, even to a friend or a relative,
because it belongs to the enterprise. The entreprencur should instead pay himself’herself a salary
from the money from the enterprisc which will be hissher private money and with which he/she
can do as he/she pleases. When you are running an enterptise you really have a split personality:
'you have two 'hats’, two masks, two roles that must be kept separatc. Refer to the Kiswahili
proverb *1 know you, but my businegss doest’t know you'.

Drawing o

T.0/8100 S§MECA Projoct Crossroos Management Treining: The trainee's gaide B
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Drawing 1b

2.1.1. The relation between business and family:

I‘minﬂxl

®  Ask panicipants "What is a business? and write down the answers and make a conclusion.
Usc drawing 2. : - :

® Agsk participants "What 13 a family? and write down the answers and make a conclusion
(extended family). Use drawing 3. '

® Ask participants "What {s the rolation between family and business?" and write down the
riswera and meke a conclusion.

®

Participants work for ten minutes in small groups to discuss how do they allocate their

1L.O/SDIC SEMECA Project Crramrouts Management Training: The trainer's guide 7



business money, Often, the outcome will be that they don't pay themsalves a salary, and
use whatever they carn fur their families {no savings, little/no investments). Sometimes
they use part of their working capital for the family expenses. Discuss, and stress agam
the itmportance of keeping the business money separate from the private money and to pay
yourself 2 salary,

®  Distribute hand-out no. 1 to participants, give them some time to study and ask questions,
if uny.

€ _EAti _Fa-Jgesembs | LO-SSMECA SROJEGT 1985

Drawing 2

LASIDO SSMECA Projeat Grasyrools Memagement Training: Tha tainer's guide



2.2

THE ENTERPRISE AND THE IMMEDIATE ENYTRONMENT

In developing countries in which the extended family is a factor of great importance, a lively
discussion concerning the two roles of the entrepreneur generally follows. The question is asked:
How can we rcfuse to give eredit 10 relatives who have so often helpad us out in the past and may
bave 10 do so again in the future?

Trainer

Let the participants discuss among themsefves for a few munutes, and then drive the point hiome
by displaying the strip cartaon Tt's for free 1. Eight drawings (no. 4a) stages a carpenter who
cannot collect what he is owned, particularly by his family. The series of drawings (no. 4b)
iltustrate a similar situation for food vendors.

ILO/SIDO SSMECA Project Crassroots Mansgcmwent Truning: The weine's guide 10
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When these drawings are displayed there is usually a great deal of excitemnent and feeling
expresaed. This is & very severe constraint which every member of the group feels decply. The
family makes sacrifices to bring up the children and in return expects from them the equivalent of
social wecurity. As soon aa the business starts 10 make a profit the uncles and cousins gather
around and they are generally more rapacious than the tax man! The business rarely survives.
Each participant will have an example to describe. The discussion may some time. You must let
it §o on and encourage it if necessary. This is a fundamental point: there iy no point in learning
management techniquen if other people's ideas on this subject cannot be changed. Eventually the
group will ask: *"What can we do? What do vou suggest?'

Trainer:

First, a brief statement designed to bring about a more relaxed mood, along the following lines:
T do not have any magic remedy. We must think about this together. When an attitude ia decply
rooted in a culture, changing it is always & slow process. But, since you are egents of change, why
not start immediately? Secondly, the closeness of family or village relationships in Africa has
pruitive elements to it. These elements, and this valuable community sense, must be tumed to the
advantage of the buginess. Then, suggest to the group three ways in which they can improve the
situation, starting from general principles and moving to specific cases: mass education, forming
a company and education of customers,

a) Education of relatives and neighbours

Itis important to educate relatives and neighbours (all peopie around your husiness) in order to
develop and improve your business instead of destroying it. Training people to be able to start and
manage 2 bugitiess is not encugh. The entire environment, all the way down to the village level,
must be changed. Why not make & positive use of the strong foeling for the family by presenting
the business as a child, a child which is born and grows up, but must be looked after carsfully if
il is to be able to help feeding the family and the village one day?

Display drawing 5, showing how the child being well taken care of grows up and will in turn take
care of her old mother. Then draw e paralle! between a child which is well cared for and ope day
will provide for its aged mother and u business which will one day be a source of wealth for the
family and the village if it is not starved to deslt while still a baby. Soc what the reactions of the
group are. Note their comments and suggestions. Refer to the Kiswahili proverbs ‘Take care of
it and it will take cere of you)' and ‘Mr. Present and Mr. Gift are dead and Mr. Free will come
Lomorrow!’.

[LO/SIDO SIMECA Project Graseroots Manegement Traming: The trainer’s guide 14



Drawing §
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b) Forming a company, association or group
Trainer.

Forming a company, group, cooperative or assoclation offers e protection against the
importunities of family and friends and this for two reasons’ on the one hend, giving the company
a legal form will give you 4 certain legal protection and will defing your rights and obligations with
rogard to chents, suppliers, creditors and cthers; on the other hand, forming a cooperative,
association, or share holder company will diversify the sources of capital and result in shared
responsibilities which in turn render the company less vulnerable.

As an introduction to the idea of forming a company, show drawing Ga, illustrating the Swahih
proverh ‘You can't kifl a fice with ane finger’ ot drawing 6b, ilustrating 'One finger alone cannot
#ift a coin’ It could e.g. be put in parallel with the constitution of coaperatives bringing about
shared ideas, responsibilities and costs, Ask the participants about their opinion and expenences.

Drawing 6a

DLG/SIDO SSMECA Project Grassroots Menagement Training: The tuinet*s guide 13
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Introduce the game ‘Bullding a solution’. Write the letters of the word "solution’ on separate
manifla cards. Ask eight participants to take each one card and to arrange themselves to form the
word ‘solution’ (vertically), This exercisc will expiain that it is important to work together (o gel
2 solution of a problem, If onte of the letters is misging, there is no solution. Show drawing no 6.
Ask participants for their opinion and conclusion. Refer to the Kiswahili seying Unity is strength
and separation i3 woakncss'

Drawing 7

ILO/SIDO SSMRCA Projeot Grassroots Management Trainmg: Vhe trainer’s guide iR,



c) Eduacate your customers

In educating their clients entrepreneurs can use different means, drawings or proverbs, which are
used 10 bring the message to them, For example, refer to the Kiswahili proverb ‘I know you but
my business doesn't know you'. As an example of education of customers, shaw participants

signa that they can put in their shop to demonstrate that thoif discournge credit. (Drawing 8 and
9).
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Drawing 8
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Drowing 9

Ask two participants to play the role play of the witness, It is important for the trainer to select
really good actors who can relay the message of the role play. Ask participants to react and tell
what they have learned from it. Explain that instead of 1aking a witness if you give a credit you

can also write down the date, name and amount, and let the debtor sign, to have a proof of the
loan.

LLOJSINO SSMECA Project Grassraots Management Traning: The tsimer*s guide 07
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1.3,

THE ENTERPRISE AND THE COMMUNITY

Irainer

Entorprises arc a aource of wealth and development. They are organised working communitics
producing goods end services needed by the community as a whole. They have a highly important
social function. They havc numerous and complex links with the cutside world. Ask participants
what the different who plays a role in the economic chain Display the drawings of the different
economic actors (no 10) on the board, end ask the participanta to tcll which way the arrews
should point and what the arrows symbolise.

The participants often gain an insight into the close links formed within this network of actors
(suppliers, customers, emnployees, Government, banks): if there is one weak link o the chain, one
actor who does not pull his weight, then the whole chain suffers. They sve more clearly, for
example, what rele the State plays or can play in the economic scene. They also gain greater
confidence (they are not alone, but part of a whole) and even develop a certain pride. They are
performing a respectable and usefll occupation.

Note: If participants don’t have relations with banks, the trainer can refer to suving and credit
groups.

cEDRER
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SESSION 3: MARKETING

Objective:

To teach the participants to think market - mindedly and to understand sotnie marketing techniques
which will help understanding the words Market and Marketing and to bring them into practice
in their enterprises..

Duration: 4 - 5 hours
Contents:

Marketing is thinking sbout the way consumer thinks. It is the Identification and capiure of
markets. Marketing begins with the market itsclf, by a careful quantitative and qualitative analysis
of what tho market wants and needs. Tt continues with the creation of an existing one, in line with
those wants and needs and bringing that product to the ettontion of the customer at a particular
price, at a particular place, using certein promotional 1¢ols.

The followiny topics will be dealt with:-

* Market research. Emtrepreneurs have to begin by studying the market, Becayse ane
should avoid market saturation, product/customer mismaiching and “following the crowd
attitude’. Instcad, the entrepreneur should try to find 2 ‘vacant' gap, a gap with nobody
in it" Market research should done in the simplest possible way: primarily by observing,
looking and listening, but testing a product and observing the competitors businesscs.

» The purpose of all this is to design suitable products and services that must them be
rarketed at a partioular place and at 8 particular price, and brought to the sttention of the
customers. These are the fiur P's of marketing mix. Product, Price, Place and Promotion,

Method:

The introduction session starts with & small game to introduce participants to key issues in
marketing and to help them understand the terms "market” and "matketing”. In the second
section of the module "Market rescarch”, participants are first encouraged to brainstorm and
discuss the reasons why there i8 need te know from their markets. Suggestions for practical,
simple methods of market research are made. 1n the third section of the maduls, "the marketing-
tnix", the four elements of the marketing-mix" (product, price, place, protnotion) are introducad.
Emphasis is part on produet diversification, quality improvement, chazacteristics of & good
business, location and display, sales promotion, advertising, public relations and sales techniques.
Methods used are brainstorming, group discussion and role plays.

N.O/SDO SYMECA Troject Grassroots Management Training: The traincy’s guide 23
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3.2.

3.2.1,

Ask the panticipants to givo examples of these activities. Conglude by giving the most imporiant
points:

@ Find our about what your customers need. (It might be necessary to slaborate on needs by
giving some examples: When you are hungry, you need food; whenit is dark, you need & light;
etc.).

@ Provide the product / service that your customers need.

@ Set the price that customers are willing to pay and that gives you a profit,

@ Get the products and services to the customers.

@ Aitract the customers 1o buy your product or services.

MARKET RESEARCH
Why 10 study the market
a) Demand

Treiner

Ask the participants to relate the following proverb to their business "You can lead a horso to the
walcr, but you can nol make it drink'. The meaning is that there cither is no market, or the market
is already samrored

Show participants the comic¢ strip (drawing 11). The text under the drawings will explain the
slory. These four drawings ars a critique of the follow the crowd'-attitude. If you start making
products without having first studied the market, therc is a risk that socn nobady will buy eny of
your products.

Partici
At this point participants nmust bs given time to describe what they can see. Encourage participant
to give other examples of market saturation.

ILOASIDD SSMECA Project Greasroots Management Trajning: Tho frasncr's guide 26
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b} The right product

Trai
Show drawings 122 and 134 to the participants and discuss the contents. You have to try to finc
the right product for the markat. Ask for other examples of mismatch, Drawing 12: Do not sell

a comb to a bold man, Drawing 13; A business women loaded with luggage may not be intercsted
in a big basket, but maybe in handicrafis?

© ari, Fa Farumie | €0 250ECH PHOFCT 15

Drawing F2a
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Drawing 125
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Drewing 13
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Drawing 13b
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] Follow the crowd artitude

Teai
Show participants drawing 14a ar !Sa. All entrepreneurs are trying to sell the same prod
Could any of them offer something different? Let participanis make suggestions and show it
drawings 14b or 15b. Encourage the participants to find other examples.

These drawings are criticizing the follow the crowd attitude and the berd instinct, Poople gat
together, they atick togethes, everybody does like somebody clse, and everybody fe
comfortable and safe. But wien ane i selling, it's the difference that matters. One must stand .
ond find something which the customer wants and nobody else i8 selling. One must find a gap
the market.

&) dimrt Y- STetembs / LO-SOUECA PROECT 1900

Drawing 14a

1.0/51D0 SSMRCA Project Crasaroots Menagenwent Training: The traiter’s guide
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Drawing i14b
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Drawing {5a
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Drawing 15b

3.2.2. What do you need to know from your market?

Padicipants
Ask participants for suggestions, and add more, e.g.

@ Who are your cusiomers?

® Where are they?

@ What are their needs?

@ What do they prefer from your product?

® How often and how many products do thoy buy?

® When do they buy?

® How much money are they willing to pay for the product?

@ How will the product reach tha customer?

® Who are your competitors, What is the quality of their products and how are their prices?
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Treiner

Finding answers to these questions is called markct research.

3.2.3. Haw to da market research?

33

Ask participants how they normally get this information and discuss the different possibilitics:

@ Through their clienta (listen to their comments, observe them and ask them questions).

@ By asking questions to different users of your proguct {What they like and don't fiki
suggestions about improvement).

® Through friends and relatives.

@ From books, newspapers and radio.

@ By displaying your product in an exhibition or trade fhir.

® Observing your competitors' businesses. prices, quality, product range, display, promatior
what people say 10 each other about the goods in your competitor's business, etc.

@ Product market test: display a sampic of & new product, ot go arcund with 8 sample and as!
for people's opinion.

THE MARKETING-MIX

Trainet
Show the four posters 1o the participants and esk them which elements of the marketing-mix they
represent, the four s, Put the posters on the wall of the class room (Drawing 16 to 19).
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Product (sclect drawing according to target group)

Drawing 16a
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Prodnct (sclect drawing accord




Product (select drawing according to target group)

Drawing 16c
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Product (select drawing according to target group)

Drawing 164
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Price

Drawing 17
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Drawing I8
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Premotion

Drawing 19
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3,31, Product

Trai -

Ask participants to give a definition of a product. 4 product is something that you make, sell ona
#2250,

A good product is a product that satisfies the needs in the market. Discuss the characteriatics of
& gond product, ¢.g.;

- quality (durable, good material, finely finished). Show drawing 20 to illustrate the importance
of goad quality.

- attractive (¢olour, decoration, finishing, cleanliness).
- design (good shaped, relate to utility value, size).
-~ modern (match with fashion}.

- distinguish from competition.

Traner

1f your product does not sall very well you can try to improve or diversify yonr products, in order
to compete and to maXe a profit. You should always do a market research before you start
production. It is good Tor an entreprencur to preduce a variety of products with differeat qualities,
sizes, material and designs to suit the various needs of costomers. Customers then have a choice.
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33L

3.3.3.

Price
The selling price will be discussed in detail in the costing and pricing exercige,
Tuai ..

The pasticipants should be induced to telk at length on the subject of bargeining, something the

probably do a great deal, both when selling and when buying, Bargaming is not a hit-and-mis

affair. There is an unwritten rationale to it. The group should try to discover the laws whic,

govem it. In industrialized vountries, the selling price is ultimately set somewhere between twi

extremes: the cast prize, which corregponds to the total cost and is the lower limit, and the prici
of market geceprabilfty, which is the maximum price that the market wili bear. We shall return t
the question of cost in the module oncosting and pricing. The maximum the market will bear car
be ascertained by taking a representative saruple of individuals and asking each one How much
would you be prepared to pay for this produci?. Bargnining is fundementally no different; the
solier is feeling his way between two extremes: selling at & logs and not selling 2t all because the
price is to high.

What about the pacticipants themselves? How do they fix their price and how do they
communicate it to their customers?

Place

- 1 oautic

At this stage the paricipants should be encouraged fo tatk about the differeat distribution eircuits:
manufacturer to wholesaler, wholesaler to retailer, What are the respective advantages and
drawbacks of long circuits and short ones? What are the margins and the repercussions on the
prices at which the goods are sold to the consumer? What are the views of consumers (men as
well as women) on self-service? What are the participants' own experiences?

The participants should now give some thought to drawing 21 and 22, which deals with the
Tocation of the business. Dyawing 21a and 2]b; A person selling carvings close to a hotel is doing
goad business, while a person selling carvinga at Karlakao market, has chosen the wrong locaton.
Drawing 22a and Z2b: A person selling a cocking stove in the market where women buy
vegetables, rice, etc. is doing pood business, while the one who is near a garage. a piace
frequented mainly by men, has chosen the wrong location.
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Drawing 21fu
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Drawing 215
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Drawing 22a

49

Grasarool Menagernent Truining: The tminer’s guide

IT O/ SSMECA Project



Drawing 22k
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Then again, make participants explain the reasons behind their own choice of location. 1e i
appropriate with regard to the customers they want to attract? Are there other factors influencing
their choice of location? (We recall here that oblaining a good business site often resents a major
difficulty to small enterprises because of their lack of legal status, the costs it represents, the lack
of industrial zoning in many cilies, etc.).

Let participants discuss characteristics of a good business location:

@ casy o be reached by the customer

® security, cleanlincss

® pariking place

® necessary other services around {public transport, place where you can buy a drink}
@ arttraclive shop with v sign

® wall lit

& casily seen

® opening on regular hours

Ask participants to check with their own location and to make suggestions to improve it.

Finally, a good deal of time should be spent discussing the presemtation of goods. Drawing 23a
end 23b are designed to convey a very simple message. However modest your stell is, it should
be clean, orderly and attractive. Stay closc to it and look as though you want to sell, 1o serve the
customet. A smell signboard will completc the general impression of application and
professionalism. In this drawing we have a good marketing-mix, all four P's are well represented.

Make the participants diacuss the characteristics of good display:

@ good lay-out, group products in sets

@ in plain view

@ atiractive (contrasting colours)

@ varicty of producta {pur few products, rather than your whole stock)
® enough light :

® clean

® use photo's or catalogue.

Show drawing Z4a and 24b to compare the presentation of goods,
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3.3.4. Fromotion

Partici

Let participants discuss in small groups what kind they do to attract customers and lot the:
present to the whole group, using the flip-chart,

Traiper

The word 'promotion’ covers 8 number of marketing activitios; sales promotion, advertising
public relations and selling methods. These activities help to attraet, but first and foremost «
satisfy and win the fidelity of the client. One of the important factors of promotion is thet yo
have to have an active attitude, for example of out and look for customers. Show drawing 25:
and 25b to participants and let them discuss.

WHERE. HAVE
THE. CUSTOMERS GONE
NOWDAYS?Y T'VE BEEM
WAITING THE WHOLE DAY
ABD HNOBADY COMES TD

MAKE AN ORDER.

Drawing 25a
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Sales promotion

O Putting your prices down a little to make them sound lower to the customers, €.g. Sh, 990
instead of Sh, 1,000,

O Special offers for different occasions, ¢.g. Christmas, Idd, trade fairs. When customers come
for one special offer, they often buy other products as well,

O Discount, ¢.g. when & customer buys e large quantity or pays cash (instead of ssking a credit).
Before giving a discount the entrepreneur has to kinow the cost of his product. This will be dealt
with in the costing and pricing exercise.

C Display.

© Sell products that go together, ¢.g. a shoe maker can sall shoea and socks or shoe polish. A
carpenter can sell polish with his fumiture.

O Give a scrvice with vour product, e.g. transportation of firmiture te the house of the customer.
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Advertising

Advertising is a set of techniques designed 1o draw the customer’s attontion to the product. Unlike
selling techniques, these techniques are impersonal. They involve the use of different media: the
press, radio, television, cinema, posters, business cards and of course word of mouth advertising.
Word of mouth means that people toll others what they think about you, your business and what
you sell. The word travels from one person to another, Make aure it is 8 good word 30 it gives
your business a good reputatiun. Show drawing 26 to illustrate.

Public relations

To build up a reputation, for example by donating products to a primary school, whick will build
up a reputation for kindness and goodwill which may eventually redound 1o the benefit of the
husiness.

Sales technigues

O Presentation of the product: name advantages of the product, siress quality, design
characteristics, other satisfied customers. Ask one of the participants (o do this for his own
product.

Q Customers handling: make customers fool important, don't keep them waiting, be courteous,
friendly, helpful and honest. Show drawing 27a and 27b io illustrate this point.

O Mention the advantages of the product before the price.
O Know your products (technical information, how van the product be used).

O Try to inquire about the customer's needs and wants, 3o you can direct him to the right
product.

© When a customer aska for a product that you don't sell, you can advise him an alternative
product from you own shop, which satisfies the same needs, If the customer is not interasted in
the alternative product, you can advise him where he can find the product he ia looking for.
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Take sorae of the participants outside the classroom and ask them to prepare two role play
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SESSION 4: COSTING AND PRICING

Objective:

Pearticipants tu be able to understand and calculate the varions business costs, (direct costs and
indirect costs) and to understand how to price their products

Duration: 4 -5 hours
Contenta:

With the help of a pragtical example, divect matenal cosi, diract labour cost and in direct cost ate
calculated, and aspects to be kept in minc when fixing a price are explained.

Methed:

A day before, the trainer should put the trainees in groups according to what they produce. Let
them go to their workshops to calculato their real costs and prices of their products.

The next day, participants should present the outcome of their exercise to the group on the flip
chart.

The trainer explaing how to calculabe direct and indirect costs. At the end of the topic participants
refer 1o their earlier work and identify the costs that they have not included. In tho pricing section
of the module, important aypects to consider when fixing a price are discussed,
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41.2,

.r . 1 Ve .

After this explanation, let the group calculate the direct cost for one of the products of the carlie
presentation.

Indirect cosia

Trai .

Indirect costs are cost for running the business, for exaraple rent, elecrichty, transport, licence,
repairs and maintenance, and depreciation.

Fot depreciation use drawing 28a and 28b and explain thai equipment should be replaced after
a certain period of time. Ask participants what equipment they have, how much it costs new and
how long it Jasts. (Give them a very simple exercise m calculating depreciation, for instance a piece
uf equipment costs Sh. 40,000 and it lasts ten years, then the depreciation is Sh. 4,000 per year.
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4.2,

Take the business of one of the participants as an example and list ali his indirect costa for one
month (also calculate depreciation). Ask the entreprensur how many hours in one month are spent
on only production (by all workers). Calculate the indirect vost per production hour by dividing
the total indirect cost per menth by the total production hours per month.

For example, the indirect costs are:

- rent Sh. 6,000
- licence {80,000 : 12) Sh, 6,667
- Tepairs Sh. 3,000
- depreciation Sh. 1,000
Total Sh, 16,667

Two persons are working in the workplace, average & production hours per day, from Monday
to Saturday: productive hours per momth 2 x 6 x 26 =312

Indirect cost per production hour = Sh. 16,667 : 312 = Sh. 54

Refer to the participants' earlier calculations and the flip charts and analyse with them which costs
they have net included.

PRICING
Trainer

What are omporiant. things to conasider when fixing a price?

@ Total costs,

@ Price of competitors,

® FPlaoe where you are (what arc the custormers willing to pay, also depending on their purchasing
power).

@ Influence of the season (for example high prices of carvings in the tourist seasorn, lower pricea
of fumniture in the rainy season).

® Get & reascnable profit to keep your business healthy

Total sales - Total cosis  — Profit

Explam the importance of knowing the marginaf price of your products. If you self for this price
you will make profit nor Joss, but just cover the total cost.
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SESSION 5: BUSINESS GAME

Objective:

To see if the participants are able to plan and operate their production activities even if for smait
products in order for them to realize that this is not an easy task,

The participants will leamn that if want to succeed, it is important to have realistic plans and work
m a more productive way without wasting resources,

Duration: 1% - 2 hours
Method:
The trainer should ask the participants to bring money and different nominations. The trainer also

divides them in groups of five people each, and explain what matetial and tools are required for
this game. Then the trainer explains step by step how this game is played.
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THE ENVELOPE GAME (Source: Getting down to Business, by M. Harper)

Preparation

Ask participants to bring Sh. 100 in small chenge each, like Sh.5, Sh 10, Sh, 20.

For four groups of five participants each you need the following material and facilities:
® one ream of A4 paper

@ 20 pens

@ 12 pairs of scissors

® 12 glue sticks

® 1 sample eovelope

@ 1 copy of the Instruction Notes for each group

® 3 copies of the Order Form for each group

@ 3 copies of the Pinancs Shact for-cach group

@ separate space for each group to aliow independent work
@ at [east one table for each group

@ board or flip charl to present the results

Seasion guide

1.

Tell participanis that the objective of this session is to enable them to experience the
importance of proper planning, efficient use of respurces and high quality standards for
the success or fatlure of the businéss,

Distribute the Instruction Notes, read them aloud and meke sure that each participant
understands them. Show the sample envelope; ensure that it is of excellent quality.

Divide the participante in groups of not more than five, Assign each group a workplace
in tho traming room.

Distribute one Order Form and one Finance Sheet to cach group.

Now ask participants to start the first planning round. Each group shouid experiment,
formulate their plans, and discuss how they best can achieve their goals. They have 30
tninutes for planning, At the end of this period each group must have completed its order
form and submitted it to the trainer.

While the groups are planning their work, prepare a desk for the receipt of order forms
and the handing out of materiala, Have some 20 shests of paper (3 for each group) ready
for the groups to experiment. Do not distribute them; give thom only 20 the groups that
ark for paper to experiment.  Give them the sample envelope only if they ask for it. The
paper should be marked in such & wey that ny envelopes madc during this planning can
onsily be distinguished from envelopes made larer.

In the same way, aliow each group to use one itern of all available materials (1., ono pair
of scissors, one ruier, etc.) during this planning round, but only if they ask for it.
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10.

1t

12.

13.

14.

15.

After the so minutes planning period make sure that every group has submitted an Ordi
Form, including the production commitment, and has recaived the requested material
The order forms stay with the trainer.

Naw ask the groups to start the first production round. Time this round carefully to lae
exactly 26 minutes. Participants are not allowed to use their own pencils, rulors and so or

While the groups are producing eavelopos, prepare a 'quality check desk’, and a sheet o
paper for each group indicating:

O number of envelopes planned
© number of envelopes delivered
O number of envelopes sccepted

After exactly 20 minutes of production time ask the groups to stop working and collect
the enveiopes produced.

While participants take a break, check the quality und quantity of each batch of envelopes
and write the figures on the previgusly prepared forms. Envelopes that do not fulfil the
requested standards should definitely be rejected!

Reconvene the groups, tell them the resuits of the quality check and ask them to complete
their calculation of profit or loss to the Finance Sheets handed out with the game
mstructions. Allow 10 mioutes for this task.

Now start the processing of the game, ask each group to summarize their experiences,
disouxs questions such as:

O Did you achicve your goal? What were your difficulties?

O Did overything go a3 planmed? What went wrong?

© Did you try to reduce quality standards: with what resulta?

O What have you learned that will help you to do better in the second round?

Allow 5 minutes for the presentation and discussion of sach group.

Now start the second round of planning and produciion: This round is exactly like the first
round, Each group is now given 20 minutes to plen their production, financial forecasty
are similatly prepared. The ectual production should again be casefully trmed for 20
minutes.

After the second production tound when all celoulations of profits or losses bave been
made and results have been presented and discussed, you can either decide to play another
round, or to summarize the experience gained during the gams and discuss with the
participants whether the objective of this session has been achieved or not.
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THE ENVELOPE GAME, INSTRVCTION NOTES

Plannitg and running a business is not simple, even it you pmduoe a snmplc product, such as, in
this case, cnvelopes.

If you want to be successful it is very important to plan properly, and 1o work efficiently with the
waste of resources.

The exercize ls done i1 throa rounds:

1. Planning; 30 minutes
2. Production: 20 minutes

1. PLANNING

The most important part of the planning is 1o find out how much you can produce during the 20
minzte production round. Based on this, you will know which and how much eqmpment and
muterial you need.

The markel is clear: Your customer is the project,

Since they relies on you, you must give a binding commitment &s to how many envelopes you
will deliver. The comtract conditions are as follows:

Sh. 8 per accepted cnvelope

5h. 2 per cxtra envelope (exceeding the agreed number)

Sh. 2 maximum per envelope which is not according to the agreed quality
Sh. Z penalty per envelope that you fail to deliver

Specifications

O size 9.3 x 14.9 ¢ (- ar - 2 mm)
O tidy and well-giued

O nm glued on the inside

O exact cutting

O exect fokling

O clean appearance

The project is quality minded and only accepts envelopes fulfilling these specifications.
The equipment and raw materials availeble, and their prices, are apecified on the Order Form,

At the end of the planning period vou have to submit your Order Form including your binding
commitment.

If you have enough time, use the upper part of the Finance Sheet to caleulate whether yuur
production will be profitable.
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1. PRODUCTION

For the production of envelopes you have 20 minutes. At the end of the period all ctvelopes hav
to be submitted to the Quality Control Desk,

The Quality Controller wili tell you how marny envelopes have been accepted and how man
rejected.

Once you have this information, use the lower part of the Finance Shect to calculate you:
{inancisl resulty,

THE ENVELOPE GAME : ORDER FORM

Itom Maxirum Quantity Price per Total costs
quantity ordered item
availabie (inSh)
Paper no lmit 2
Scivsors 3 e, 10
Rulers 3 - 5
Pons 5 1
Glue 3 5
Table 5 5
Chair b 5
Labaur (per 10
group member; —
per 20 min.)
TOTAL

Wo cen promise to deliver ....... cnvolopes according v specification within 20 minutes.

We agroe to pay the panalty as given in the contract.

Signed........... et s {Representetive of Group........}
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THE ENVELOPE GAME : FINANCE SHEET

FORECAST:
Expected sales Sh. .o,
Less Costs Sh.
Profit Sh o
RESULTS:
Sales:
Planned envelapes @ Sh.8 Sh..
Extre envelopes @ Sh. 2 Sh o
Total sales Sh..
Costs:
Planned Total Costs Sho
Additional Unforescen costs
Sh,
Sh .,
Sh.
.................................. Sh e
Total costs Sh. e
(Planned plua Unforescen)
Sales less Costs = Profit or Loss Sk .
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SESSION 6: BUSINESS PLANNING

Objective:

Tn this subject, the participants will learnt how to do business plan of the enterprise and follaw it
step by stop, so that their business is successful.

Puration: 3 hours
Contients:
Step Ne. I Sctting objectlves. Objectives should be specific, measurable and realistic,

Step No. I[:  Setting strategics. Explanetion of the contents of a financial plan, production plen
and a marketing plan with activities which ere needed 1o reach your objectives.

Step No. ITll: Time table

Step No IV:  Monitoring and evalustion.

Method;

During this seasion participants learn how to make a good plan for the future, and how to follow
it, 30 that their business geme which is played before this session, participants have alroady learned

the importance of planning. The steps of planning ar¢ discussed, using as & practical example one
of the participanta drearns about the future of hisher business.
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8.1,

5.2

6.2.1.

6.2.2,

Business planning: Introduction

During this session the participanis will learn how to make a good plan for the future, and then
follow it, 80 that their business will be successful.

Trainer

During the business game participants have learned the importance of planning. The definition of
business planning is thinking about the future of your business, deciding what you want to do to
improve your business, and determining when and how you are going to do it.

Ask participents what is their dream about the future of their business. Select one realistic idea,
and use it a3 an example along the following steps.

The ateps of planning
Step no. 1: Setting objectives: What you want to do.

O Objectives should be specific: for example T want to make the following new product'.
O Objectives should be measurable: for example 'how many products you went to produce’
O Objectives should be realistic

Refer to the dream and let participants discusa what are the objectives.
Step no. 2: Making a strategy: How to reach your ohjective.

Q Financial plem

If you want to increase your production and sales, how do you pay for the investments you need?
Let participants discuss, e.g. use your savings, get a loan, sell used tools, etc. {crodit and savings
will be discussed In module 8).

Finanal planning should include:

® Where do you gei the funds

@ How much you need

® If you get & loan, how are you going to repay

Refer to the dream and let participants discuss possibilities.

Q Production plan
If you want to incressc your production and sales, you have to plen the inputs you need, for
example:

@ Lebour: What will be the production time? Do you have enough skilled people?
@ Raw materials: Where do you buy it? How much you need? What is the price? Show drewing
29 to illustrate that it is an essential part of the production plan.
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@ Machinery and equipment: Do you need eny new invastments? What abowt maintenance?

® Workplace: Ia it big enough? Where do you store the products?

@ Production process; What are the different steps of the process? Who js doing what and when?
When do you do guality control?

Refer to the droam end let participants discusa the posaibilities

AL LB Qi YIMNE GO £ MR e 1y

Drawing 29
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O Marketing plan

What activities are yon going to undertake to sell your products? Show drawing 302 and 30b to
llustrate the importance of a marketing plan.

]
a_g.ﬁ‘ﬁ..g.;.u!msswmmnm

Drawing 30a
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6.2.3. Step no. 3: Making a time table: When are you going to do what.

6.2.4.

For example: T want to start to sell a new shoe design during the Christmas season, You have to
make an activity plan for the daily activities that are needed to reach you objective,

Step no. 4; Monitoring and evaluation

O Monftoring
Are you following your strategies according ta tha time table. If not, analyse the reasons, and if

necessary, adjust your plan.

© Evaluation
Have you reached your objectives? It is important to keep records of sales and expenses in order
to be able to tell if production, sales and profit have increased, according to your objectives.
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SESSION 7: RECORD KEEPING

Objective:

To open up the participants' mind 5o s te be able to understand the importance of record keeping
in their buyinesa, as well as the need to know their costs, and revenue so 2 to be able o calculate
their profit/loss in their business.

Duration: 1%-2 hours
Contents:
In order to understand wel this topic, you must consider the nesd to make profit in your business.
- What #r8 tecords and why should an entreprencur keep records
- Following are the impottant business records which are explained:-
capital
gales or income
costs or business ¢xpenses

deirty - debtors and creditors
orders,

Method:

Participants discuss in groups and present how the normally keep recorda in their business.
Normally, the entrepreneurs confuse terms such as sales, incomw, proflt, prics, cost and
expenditure, therefore the trainer starts by giving basic definition of these terms. with the help
of practical cxamples, participants are taught how to keep very simplo records of income and
expenditure, and bow to celeulate profit.
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7.1‘

Record keeping: Tntroduction

Trsiocr

The objective of this session is to make the participants aware of the importance of keeping
records of sales and expenditure, to be eble to know the profit or loss of their business. Also other
records will be discussed.

i | actic

Lt participants discuss what record keeping ia in general.. Feople keep records of lots of things
in the daily hife, for example education certificates, photo's. Show dmwing no. 31 and let
participants discuss what kind of record could this be.

Let the participants discuss in groups how they keep their records in their business, and ask them

to present on flip-charts. Normally, the entreprencurs are confusing different tcrma as sales,
income, proflt, price, cost, expenditure.

Traineg
Salex ar Income The total amount of money earned from selling products or services.

Cost or Expenditure The money that is leaving your business, to pay for labour, raw material,
cquipment, rent, electricity, eic.

Profir If your sales mre higher than your costs you make a profit.

Loss If your expenditure is higher than your sales you make a loss,
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7.2. Income and expeaditure

Trainer

There are two different ways of keeping records of income and expenditure

1) One book for income and expenditure

date | description n out balance

I

2) Separate pages for income and expenditure

INCOME
date | description -T amount total
EXPENSES
dute | descoption AMoutit total
[ L u—;ﬂ—_
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INCOME
date | description amount total
1-2 [ sales 3 stoves @ 3,000 2,000 9,000
2-2 | sales 1 stove (@ 3,000 3,000 12,000
3-2 | sales 3 stoves @ 3,000 9,000 21,000 l
.
EXPENSES
AT
description amounit total
salary 2,000 2,000
purchasa of raw material 4 000 6,000
tranaport of raw material 500 6,500
aalary 2,000 8,500
pey rent for February 6,000 14,500
buy hammer 1,500 16,000
salary 2,000 18,000

Calculation of gross profit

Ask the participants what is the gross profit made in these throe days, and explain that normally

you have to calculate your profit over a period of one month.

The profit is the balance at the end of the month minus the balance at the beginning of the month:

Sh. 13,000 - Sh. 10,000 = Sh. 3,000,

or

The profit is the income minus the expenditure: Sh. 21,000 - Sh. 18,000 = §h. 3,000.
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7.5,  Advantages and disadvantages of keeping records

ADVANTAGES

DISADVANTAGES

Tncume and expenditure

Creditors and debtors

Asgety

Orders

You know where the money
in your buginess is coming
from and how much profit
vour raake.

Y ou know how much you
vwe to your suppliers and
how much your clients owe
you. Show drawing 32 and
33 to illustrate the
importance of letting the
clienta sign if they take a
credit,

In case of accidents and to
be able to calcuiate the
depreciation. It can also be
useful if you need a
collateral for a credit. Keep
teceipts and invoices.

Avoid misunderstandings
with customers about
design, dimensions, down
payinent and price, Let

custotners sign their order. |

You don't want others to
know how nmuch money
vou make (e.g. relatives)

Solution: you don't have to
shaw your booka to people
if you don’t want to,
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SESSION 8: SAVINGS AND CREDIT

Objective:

To cnable the participants to understand the different schemes of savings and credit and how to
use them in their groups. This subject i not touched in depth, 23 a specific sevings and credit
training is available.

Duration: 1- 1% hour
Contents:

The traditional credit and savings associations, known as UPATU are discussed, as well as the
possibility for groups to start their own savings und credit scheme with a revolving fund.

Method:

The trainct should explain to the participants real examples of haw UPATU or rotating savings
and credit achemes operate and help small businesses to gl uw as well as reducing the problem of
financing in amall businesses.
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8.2

Savings and credit; [ntroduction

"The rotating savings and credit associations arg known most in Affica. In Tanzania, they go under
the neme ‘Upatu’. They uftcrflay an impaortant role in micro-business financing, as wo shall see
later on, and they can be used gs a starting point for intraducing the modem banking system. The
discussion should start out from the participanis' own experiences: how did they finance their
business? The start-up investment? Raw materials? Expansion?, etc.

Upatm

An Upatu is a financial association, composed by individuals who know eech other fairty well and
who have decided to pool their savings and to pay the total pooled to each member in turn. There
are two principal types of Upatuy, those of a purely social character and those established for the
putsuit of financial objectives. This note is primarily concerned with Upatu's of the second type.
Ask for the participants' own experiences: do they take part in Upatu's and how do they use the
money? For social, personal investmentg or for business activities? Have Upatu's played a role in
their present business? Encourage the discussion,

As 2 general rule, an Upatu consists of a group of individuals contributing s certain amount of
money with a regular interval. For example: 12 persons gach contribute Sh. 1,000 per week. Each
weelc, the Upatu pays 12,000 to one of the members, end after 2 weeks each member has had
histher turn. Show drawing 33 and discuss with the pariicipants how do the Upatu's they know
function, e.g. with regard to the follawing factors; the number and (social) origins of the
members, the periodicity of payment; the amount contributed; the method used to determine the
turns.
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8,3, Sayings and credit scheme

In this system people save without taking their turn. Show drawing no. 34 to {llustrate that the
money is accumulating. If the joint find is big enough, members can borrow from it (take a credit
for working capitel}. They have to pay interest. For this system it is also important that the
membera of the group trust each other and stick to the principles of the systemn (pay it time).

081 LORQUT YOTHIE-O « s ™ e ™ (D
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10000}

Drawing 35
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SESSION NO. 9: EVALUATION

Objective:

To see how far the training has met expectations of the participants, also find out how the
catreprenenrs experience the course contents and the methodology.

Duration: Y- 1 hour

Contents:

List of expectations from the participants.
Method:

Group discussions and reference to the participants expectations of the Introduction session.
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9.1

Characteristics of a1 good entrepreneur:

Trainer:
Ask participants to brinstorm and make a list. Ask participants to identify their own strengths
and weaknesaes.

Characteristics of a good entreprenenr:

- Skills {Technical skills, Busincss management skills, Knowledge of your line of busincss
and of your market).

- Persone! characteristics {Seriousness and commitment, Wiilingness to take calculated
risks, Ability to make difficult decisions, etc.).

Evaluation

Partici
Let the group alone for 10 to 15 minutes to discusa on the training:
O What they liked

O What they didn't ke

Let one of the group members present their findings.

Refer to the participant's expectations of the introduction session and see if the training has
fulfilled their expsctations.

Ask each participant to mention one thing he/she is going Lo change in hisg'her business after what
he/she learncd in the training. Note down for the follow-up visit.
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HAND OUTS



HAND-OUT NO 1: BUSINESS AND FAMILY

Don't mix the two baskets, just separate money for
tisiness and family.

An entrepreneur should pay him/heraelf & salary.

ot Do VERLBIES, ey
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HAND OUT NO. 2 BUSINESS AND FAMILY

G- e
S Lt Ea- Dawmbe / ILO-STMECH SROJECT T

An entrepreneur has a dual personality: He can give his private money to a friend
but be can not give away that of the enterprise.
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GMT HAND OUT NO 3: BUSINESS AND FAMILY

O Yo Garwabe / 1L0-350erca PROETT (108

A child that is well taken care of will grow up and one day take eare of his
old parent, simiarly, you should take care of your husiness se that it takes

care of you.

ni
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HAND OUT NO. 4: BUSINESS AND FAMILY

[ e R o

Advise your customers whether youl aell an credit, I you decide to give a credit, you
should keep records of it.
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HAND OUT NO. 5; BUSINESS AND FAMILY

© Lwi Lo Dwtembee / 1055004 PROSECT o5

An enterprise has many relations with its environmeni, it is a source of wealth for the
entirc community,
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HAND-OUT NO. 6: MARKET RESEFARCH

What do you need to know from your market?

© Who are your customers?

Q Where ure they?

O What are their needs?

O What do they prafer from your product?

O How often and how many productz do they buy?

O When do they buy?

O How much money are they willing to pay for the product?

O Who are your competitors? What is the quality of their products and how are their prices?

How can you get this information?
© Through clients - listen to their comments
- pbserve them

- agk them guestions

O Visit users of your product and ask questions; what do they ke, what don't they like, suggestion
about improvement, what price are they willing to pay, etc.

O Through ftiends and relatives; where da they normally buy these kind of products.
© From books, newspapers, radio,
O By displaying your products in a trade fair or exhibition.

O By cbserving your competitor's business (prices, quality, product range, display, promotion, wh
people say to each other about goods in your competitor's business).

© By doing a product market test: display a sample of & new product in your shop, or go around wi
it end ask for people's opinion.
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HAND OUT NO.7: MARKETING

WHAT ATERRIBLE
SATUATION! T S0L[ MY
RAPIO AMD BIKE
R NOTHING!

I e
NS
€. L L Gwkemies T AD-SEMECA PROKCT 1304

1t is important to do a market research to make sure that your
market ls not saturated
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HAND-OUT NO. 8: MARKETING-MIX

PRODUCT

Drawing

PRICE

Drawing

PLACE

Drawing

PROMOTION

Drawing

A product is sotnething that you make, sell and use.
A good product satisfies your customet’s needs, keeping in mind:

O Quality O Distinguish from competition
O Attractive Q Diversify
O Deaign O Improve

Setting your price to make a profit, keeping in mind;

O Caost of yout product
) What are customers proparcd to pay?
O What are your gompelitor's prices?

O A good business location is easily accessible for your customers,
gafe, clean, attractive, opening on regular hours,

O A good presentation of goods (display)

O Finding the best way to distributs your product

Promotion i# all activities to attract customers to buy your preduct,
for exemple:

Q Visit potential clients
O Sales promotion

O Advertising

O Public rclations

O Selling techniques

O Sign post

O Trade fair participation
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HAND DUT NO. 5: MARKETING

All entrppreneurs in the same area are making
the same product: competition is high. It is
important to differentlate your products so that
you can get more market and deal with the
strong competition in your line of business.

Some examples of other produces that the
enirepreneur could offer.
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HAND OUT NO 10: MARKETING

A businessman who has se( up kis bosiness of
charcoal stoves at a location where many women
frequent, is doing a good business

While the one who {5 aear the garage, a place
frequented by men mainly, has chosen the wrong
location
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HAND OQUT NO, 11: MARKETING

eI, GONE
NIRRT Td BEEN

vy THE WHOLE Day
AND NOBODY CAMES T

SN

| I

Sitting around and wait for customery cannot guarantee you a business. Instead go out and
fook for custemets.
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HAND-OUT NO. 12: COSTING AND PRICING

COSTING

Costs: All the money you use to make and sell your products. Each business has direct and
indirect costs.

Direct costs: Relate directly to the production or sale of one specific product
© Direct material cost (calculate this for all materials you use in one product)

Jormula: material x quantity x price

© Direct labour cost
rormal wage per day
formula: x working hours for one product
number of working howrs per day

Indirect costs: Cost for munning the business, for exampls rent, electri¢ity, transport, licence,
repairs and maintenance and depreciation.

Q Indirect cost per working hour in vour busingas

total indirect costs per month

Jormula:
tolal hours in proguction per month (by all workers)
O Indirect cost per product
Jormula: working hours needed for one product x indirect cost per warking hour

Total costs of a product = total dircct costs + total indirect costs
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HAND OUT NO. 13: PRICING
PRICING Xcep in mind:

O Total costs

Q Price of competitors

O Place (purchase power of your customers
O Season

O Profit
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HAND-OUT NO 14: BUSINESS PLANNING

‘What Is business planning?
Business planning is thinking about the future of your business, deciding what you want to do
improve your business, and dstermining when and how you are going to do it.

STEPS OF PLANNING
Step 1: What you want to do? : Setiing objectives

Objectivea should be O specific
O measurable
O realistic

o.g. [ want to sell ten pairs of @ new yhoe design during the Christmas season
Step 2: How you are going to reach your objectivea? : Making a strategy

A} Financial plan, keeping in mind:
O How much money you need
O Where to get the funds
O If you get a loan, how are you going to repay

R) Production plan, kecping in mind:
O labour
O raw materials
O machinery and equipment
O workplace
O production process

C) Marketing plan, keeping in mind
O product
O price
Q promotion
QO place

Step 3: When am I going to do what? : Making a time table

Step 4;: Am I reaching my objectives? : Monitoring and evaluation
© Mouitoring: Are you following strategies according to the tims table? If not, analys
reasons and if necessary, adjust your plans.
O Evaluation; Have you reached your objectives? Refer to your sales and production
records,
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HAND-OUT NO. 15: RECORD KEEPING

Records of income and expenditure

Yau bave to keep those records to know where the money in your business ja coming from and
going to and how much profit you meke. There are two ways to keep records of income and

expenditure:

N Income and expenditure in one book: The profit is the balence at the end of the month
minus the balaznce at the beginning of the month: Tshs. 13,000 - Tshs. 10,000 = Tsha.

3,000.
. . —
INCOME AND EXPENSES "
date | description . in out balance
1-2 | c/f 10,000
1-2 | sales 3 stoves @ 3,000 $,000 15,000
1-2 | salary 2,000 17,000
2-2 | purchase raw material 4,000 13,000 ll
2-2 | sale of 1 stove @ 3,000 3,000 16,000
2-2 | transport of raw material 500 15,500
2-2 | salary 2,000 13,500
3-2 | pay rent of February 6,000 7,500
3.2 | buy hammer 1,500 5,000
3-2 | sales 3 stoves @ 3,000 9,000 15,000
3-2_| salary 2,000 13,000

or

2) Sepearate books for income and expenditure; The profit is the income minua the
expenditure; Tshs. 21,000 - Tsha. 18,000 = Tshs. 3,000.

[y ——

INCOME

date | description
1-2 | sales 3 stoves @ 3,000

2-2 | sales 1 stove (@ 3,000

3.2 { sales 3 stoves @ 3,000
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T — =
P EXPENSES
—.._F_—_ S
'ia\e description amount total
1-2 | salary 2,000 2,000
2-2 | purchase of taw meterial 4,000 6,000
2-2 | transport of raw material 500 6,500
2-2 | salary 2,000 3,300
3-2 | pay rent for Febmary 6,000 14,500
3-2 | buy hammer 1,500 16,000
3-2_| salary 2,000 1 8‘000

Records of debtors {customers that bought on creddit}

You have to keep these records to know how much you owe your suppliers and how much your
clients owe you. The customer has to sign lor the credit he takes, The entrepreneur signa for the
rcpayment. The best way 18 to give the customer & receipt at each payment. Example of record of

debtor:
P — ———— SR N —
Name; Madege
Address: Box 333
DsM
Credit limit: 75,000
: |
I date | details credit amount paid | balance aignatumj
amount
| 14 | sofa et 60,000 €0,000
l 15-4 | ropayment 10,000 50,000
I' 304 | repayment 10,000 49,000 “
R —— i
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Order book

You keep an order book to avoid misunderstandings with customery shout design, dimensions,
down-payment and prive. Let the customers sign thelr orders. Example:

TR '“_“
ORDER )

Name: Amerta Tarimo i
Address: Sox 567 DSM

Date: 18 April 1998

Type of product: Grifled door with protection for lock.
Measurements: Width I m, height 2 m I
Desigm: ‘

(| Colosr: yellow
Delivery date; 25 April 1996
" Price: Ishs. 45,000

Down payment: [s#s. /0,000

| Sisulture............,...........

T S e e e T
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HAND QUT NO. 16;: RECORD KEEPING

-

Keeping records of your business wil] heip
you to know your debtors and creditors in
your business. It also helps you to _

understand the costs of your business, the
volume of your sales and how much profit
You arc making,

s
§
Be
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HAND-OUT NO. 17: SAVINGS AND CREDIT

A good example'of savings and credit schemes is the Upatu system in Tanzania.

Upatu, how it works: |

A group of individuals contribute a certain emount for 2 vertain p;criod of time {one day, one
week or one month). Each member by turn receives the whole sum. For example, 12 persons each

contritute Tshe. 1,000 per week. Each week the Upatu pays Tshs. 12,000 to one of the members,
and after 12 wesks each member has had his/her turn.

WAIT A LiTree)
WAS T MY
o o)

rembe ! LOLOELA OECT |G

© Hmi Bon
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Savings and credit schemes:

A group can also decide to save regularly together, without taking turns. When their joint fund
big enough, members can borrow from it (take e credit) for working capital. They have to pay
intercst to the group accoutit.

For both systema it is important that the members of the group trust each other and stick to the
principles of the system (pay in timc).
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