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Objective

This tool will be used to guide the discussion when a partner is willing to expand its business. There are 5 main questions to ask. 

1 Who can expand ? 

Partners must have the : 

( capacity to expand, 

( the willingness, 

( the financial situation ready for it

2 Two different ways of expanding a business

There are different ways of expansion : product expansion, geographical expansion. One can decide to go for one type of expansion or both at a time.

Product expansion means that the businessman will diversify his type of product to increase the density of his sale: 

Example : A grocery shop can start PCO, or a beauty parlour for women will start for men, a tea stall will also sell snacks, mess activity will start new type of tiffin, carpenter making chairs will produce table, etc.

Geographical expansion means that the businessman will shift physically the place of its business or he will sell from the same place and in other place. 

Example : sugar cane juice vendor on the move will start moving in other part of the city; beauty parlour will open a new saloon in another area, etc.

3 When to expand ?

( We should not advice a partner to expand if there is not enough scope for expansion. That is to say if 

· the current activity is not in a good conditions/ not managed properly. 

· The businessman has not enough skills

· the inventory planning is not well maintained, 

· the profit is not optimized, simply if the family has not enough possibility to mobilize financial resource. So it is important to fill properly the income and expenses sheet. 

Before expansion, the partner has to conduct a market survey / neighbourhood survey to assess the potential of this future activity. 

Questions to ask : 

Offer side : 

1. How many people are into the same business within 1 km around your shop (walking distance)

2. What prices are your competitors offering ?

Demand side : 

3. While doing your market survey, how many people did you ask who would be interested in your service ?

4. How many people are interested by this new service you have planned to launch ?

5. How many customers are visiting your competitors’ shops everyday? 

4 Guidelines for business plan discussion 

The guideline of the discussion are well known as the “5 Ps” : 

1/ Product , 2/ People, 3/ Place, 4/ Price, 5/ Promotion. The order of those 5 Ps are very important. Each answer is correlated to the other one. 

The BDS executive will ask the following questions to the partner respecting the sequence of questions mentioned below. The expansion objectives cannot be covered in one single visit but we spread over 2 regular business visits.

4.1 Product

Which product / service the partner is willing to sell / make ?

For mess activity : have you got the best recipe for your product ?

4.2 People : Target / customers

Who do you want to serve/ cater ?

Who will be your main/specific target ?

4.3 Place

According to your product and your target, where are your going to work ?

In a fixed place ? on the move ? 

If it is on a fixed place, the best is that the BDS executive should visit the place that the partner has selected in order to visualize better and give better advices. 

4.4 Price and mobilization of resource

What would be your selling price according to your product, target and work place ?

The selling price is one of the key factor of success. 

If the selling price is too high, it will cover the expenses incurred for the business but may not be attractive enough to have plenty of customers.

If the selling price is too low, the profit margin will also be very very low and may not cover all the expenses. 

According to the type of business (buy and sell, service, manufacturing business), appropriate profit margin table should be used to calculate properly the profit margin of the business, net Income per day, total need of cash per day to purchase raw material, etc.

Tips for calculation : 

Net income per day = total daily profit for total product sold - total daily expenses. 

Daily cash requirement for raw material = sum of monthly total expenses/ 30.

	Buy and sell business 
	Monthly Expenses

	
	A
	B
	C
	D
	Expenses
	Cost

	Items
	Purchase Price
	Selling Price  
	Profit :  C= B-A
	Profit margin D= C/B
	Transportation
	200 Rs

	
	
	
	
	
	Electricity
	500 Rs

	
	
	
	
	
	Total monthly expenses
	700


	Service business profit margin table 
	Monthly expenses

	A
	B
	C
	D
	E
	Expenses

	Cost

	Cost of service (see below)
	Price charged 
	Profit C=B-A
	Profit margin per product C/B
	Quantity produced 
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	Total monthly expenses
	


	Calculation of cost of service  (A)

	
	F
	G
	H

	Raw material used 
	Purchase  price
	Quantity 
	Total price : F * G

	
	
	
	


	Manufacturing business profit margin table

	
	A
	B
	C
	D
	E
	F
	G
	H

	Raw material
	Purchase price 
	Quantity 
	Total price (A*B)
	Quantity produced 
	Manufacturing price per product =C/D
	Selling price per product 
	Profit :  F-E
	Profit margin G/F

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	


	Monthly Expenses

	Expenses
	Cost

	
	

	
	

	Total monthly expenses
	


4.5 Promotion

How are you going to make everybody aware that you are starting your business ? 

4.6 Investment 

Once we have answered the 5 main questions, we need to figure out what would be the requirement in terms of:

Fixed asset : fixed asset are material that will last long. It is an investment. Example : table, chairs, fridge, appliance, handcart …

Financial need : do you have enough money to invest into your initial capital or do you require a loan ?

If a partner has enough money (saving, relatives…) , they can start very soon.

If a partner has limited resources, we can advice to start small, reducing the fixed asset or the expenses to at the beginning. 

For example, partner can start with a handcart instead of renting a place with table and chairs. 

Partner can start with a manual juicer and buy an appliance later or take it on rent for the electricity meter…

Many options can be advised as per the cases and need.
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