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INTRODUCTION

A training manual in Entrepreneurship and life skills curriculum is not a novel concept. In many
ways, this manual is not novel either. Like other products available, this manual contains training
topics and typical areas of life skill training such as creativity, problem solving and social skills,
money management, employability, etc. Furthermore, it relies on common teaching strategies such
as experiential, enquiry, modeling and role-playing. Despite the similarities, this manual deviates
from many other skills training manuals in the following ways:

1. This manual is specifically designed for success in life endeavors. It is assumed that people have
participated in a training programme to learn other skills and become more independent. The training
plans in this manual can provide advanced training for those people who are preparing to go to work,
and thus need further training to be successful on the job as well as for those who plan to work for
themselves in an enterprise.

2. The manual contains reviews and recommendations for using other life skills training materials
available in the market.

3. The manual suggests plans designed to teach skills and attitude rather than to provide general
knowledge. It is too common for a training programme to present information and test the
comprehension of that information using exercises. Here the emphasis is on hands-on approach. For
example, it is important that students practice opening and operating a bank account instead of
finding the words "banking" in a word find activity.

4. The manual incorporates the benefits of the Internet in training skills. In addition to providing a
wealth of information on handling enterprises, it is a great resource for life skills information.

As access to the Internet becomes common in institutions of higher education, trainers will be able
to get information for training and teach students to get their own information to help them in their
daily routine.

Learning to learn is the greatest benefit that should be derived from this course. Throughout the
manual, the student is encouraged to gain self confidence and develop personal dreams based on
perceived opportunities/local needs that should be followed up through critical thinking, analysis
and focused planning to develop a plan of action for its eventual realization. It is pointed out that a
plan is worth nothing until it is faithfully implemented.

There are many wonderful training packages that use video, computer, and other stimulating
materials. The problem with these materials is that they are expensive and sometimes the usefulness
is questionable. This manual includes recommendations about using games as a veritable training
material. For those institutions that cannot afford the best materials available, the curriculum is
designed to provide solid training curricula independent of any product available on the market. This
ensures that lack of resources will not keep people from the training they need.



COURSE CODE: EEd 216

Course Title: Practice of Entrepreneurship

INTRODUCTION

This course is designed to equip the student with necessary entrepreneurial skills for self-
employment. The course builds on EEd 116 but with emphasis and focus on entrepreneurial skills
acquisition and development. The theoretical exposures given in EEd 116 provide a strong foundation
for the practical aspects of entrepreneurship. Entrepreneurship lies indeed in doing and not in
It is expected that students will be made to take active interest in at least one area of
entrepreneurial activities before graduation. The course will involve practical field trips to selected

talking.

industrial set ups and further exposure to actual industrial environment through:

(@) Industrial visits to companies in the immediate community
(b) Engaging in Community development efforts to affect their immediate

environment/community (Social entrepreneurship and demonstration of Social
Responsibilities)

(c) Industrial Attachment for experiential learning

(d) Mentorship

(e) Use of Industrialists/entrepreneurs as guest lecturers

(f) Identification and development of Small Scale Business Centre as Laboratory.
(g) Setting up of various Business Clubs and extracurricular activities

GENERAL OBJECTIVES:

1.

Nk

%

Know techniques for generating business ideas as well as for identifying and assessing
business opportunities

Know how to evaluate a business idea for developing an enterprise

Know methods of product/service selection

Understand the process and procedure for starting an Enterprise

Know the operational techniques in managing an Enterprise

Understand the various existing industries and support agencies in Nigeria
Appreciate the role of commercial and development banks in small and medium scale
industries development

Understand the role of personal savings and portfolio investment in National Economic
Development



TOPIC 1:

TECHNIQUES FOR GENERATING BUSINESS IDEAS AS WELL AS FOR IDENTIFYING AND
ASSESSING BUSINESS OPPORTUNITIES

INTRODUCTION:

Potential entrepreneurs require guidance on how to generate business ideas. They are also expected
to identify, assess and utilize business opportunities to their advantage. It is against this background
that effort is made in this section to guide potential entrepreneurs to generate business ideas and
exploit available business opportunities. At the end of this module students should be able to identify
business opportunities using SWOT Analysis. In addition they should learn how to conduct market
survey and select the most viable business venture and set up a small business enterprise.

1. Business Opportunity;

Business opportunity is an attractive investment idea or proposition that provides the possibility of
a return for the investor/risk taker. Such opportunities are presented by customer requirements
and lead to the provision of a product or service which creates or adds value for its buyer or end
user.

Nigeria is a land of vast and rich human and natural resources with exceptional opportunities for
full development. There are creative, innovative and profitable possibilities which offer a range of
opportunities for the young people with the zeal to develop their skill and also driven by
achievement motivation.

There are diverse opportunities in the following areas for the imaginative, creative, inventive and
innovative minds:

e Stone and Mineral based industry

Chemical and Allied industry

Petroleum industry both upstream and down stream
Mechanical and metallurgical industry

Electrical industry

Electronic industry

Forest based industry

Agro-based Allied industries

Rubber based industry

Leather industry

Water Resources based opportunities

Service Industry

e Miscellaneous activities such as Pharmaceutical, Paper processing etc.

Activity: Students should use the strength, weakness opportunities and threats (SWOT) model to
identify opportunities around them.

Process of exploring opportunities

Processing opportunity is a favourable challenge posed by the environment which may lead an
entrepreneur to enjoy differential advantages such as profits, survival, potentials etc. It is just a set
of business conditions waiting to be perceived and conditioned by someone. Dynamic prospecting for
environmental opportunities may lead an entrepreneur to start producing a new product, install a
new method of production, open up a new market, discover a new source or uses of raw materials,
reorganize an existing enterprise etc.




Nigerian business environment is saturated with lots of challenging opportunities. Opportunities are
not in short supply, rather, entrepreneurs capable of capitalizing on existing business or of creating
new ones are in short supplies.

Opportunities are always ever there waiting to be plucked. To take advantage of them, someone must
hunt or prospect for them, perceive, capture and realize them. In the words of Carlin (1965),
“Opportunity offers itself to men in direct proportion to their ability, will for action, power
of vision, experience and knowledge of business”

The ability of an individual to create money-making ideas and/or designs, formulate processes/
product/service, is the greatest single power he possesses. Money making requires that opportunities
be identified, selected, captured, capitalized and realized by organization to pursue what is captured;
retain the organizations; maintain them and sustain their growth and success. Willing entrepreneurs
must go through the following process in order to capture attractive investment opportunities, take
advantage and make a success of them.

a) Recognize needs for running a venture:
A venture must be fully recognized. The very propelling influence, need, motive or drive that is
responsible for the entrepreneur’s eventual mindset to want to run a venture.

b) Conduct self - approval:
Define your values, competitive strength, behavior, resources and other capabilities (personal
capability analysis). Prospective entrepreneurs must analyse themselves and see if they possess
the occupational, professional and entrepreneurial competence needed to run an enterprise being
contemplated. Capability and value assessments are technically referred to as “enterprise or
company profile”

c) Scan the environment and industry.
This will enable the entrepreneur to understand the force, institutions and actors that are
currently and potentially germane to organization’s activities and performance.

Environment of business may be domestic or international, immediate or remote, external or
internal, absolute or comparative.

To understand the environment, the following are paramount:

e Environmental scanning
e Environmental forecasting
e Organizational adaptation to environmental changes.

d) Analyze Business ideas/opportunities: Possible business idea/opportunities should be
analyzed to enable the venturer to determine the interest or otherwise of the idea/opportunity and
capability and competence or the financial viability of the project; technical or production pre-
feasibility of the project; marketing, commercial or economic viability of the project as well as
social desirability. Investment appraisal of the project(s) or ideas may be conducted first, through
a pre-feasibility study which highlights the prospect of the project(s) and second through a
comprehensive feasibility study that provides critical, technical, economic, and financial and
management of the project(s).

e) Select the best idea/opportunity/project. This stage is an investment decision stage. Criteria
for accepting or rejecting the project, called selection factors, are put in place. Such selection
factors may be objective (quantitative) or subjective (behavioral, qualitative or judgmental).

f) Capture/implement the idea/project; the business ideas are bodies of thought and reflections
about the nature and structure of business and what should then be the guiding principles on
which to build the business. It guides the direction of the enterprise; idea tells the entrepreneur
what to do and what not to do. For the contemplative entrepreneur not to remain a dreamer, he



has to be on the alert to start something. He must have courage and self confidence in his ability
to run and manage an enterprise. The first step of the implementation process is to start with a
comprehensive business plan, which marshals, allocates and deploys resources needed for the
actualization of the business.

Evaluate success: Activity: Analyze a case of an enterprise which is not more than three years — five
years old.

Business Opportunities (using SWOT Analysis)

Opportunities occur when people discover a problem of some kind that can be helped with
product/services, or when people decide they have certain needs or want to satisfy.

Opportunities may also arise from change. Entrepreneurial activity itself causes change to occur as
well.

Sources of opportunities could also be an observed demand and supply gap arising from society’s
needs and function, growing and evolving economies and economic niches, technological change,
social change, demographic change, political changes such as war, tariff and embargoes or artificial
scarcities. Other conditions that may create opportunities include shortages, surpluses, price
response, and shifts in demand.

Students should be assisted to identify, evaluate, select and capture opportunities which can be
operated, managed and realized as successful ventures (counseling services). Young entrepreneurs
need assistance through advice, not only in the areas of profitable investment identification and
selection, but also in the field of management, technical know-how, project evaluation, financing,
location of suitable sources of appropriate technology, establishment of enterprise services, growth
alternatives and adjustments to boundary threats. Assistance in the above areas helps the
entrepreneur to establish profitable ideas, capture, activate and actualize them. It helps the
entrepreneur uncover his interest and abilities through expert assessment of environment, industry
and capabilities of the entrepreneur.

SWOT Analysis (Strengths, Weaknesses, Opportunities and Threats) will enable the student mirror
himself in relation to identification and assessment of business opportunities. Strengths are his
stronghold, Weaknesses imply shortcomings, and Opportunities are possible areas of exploitation
while Threats are those things that are cogs in the wheel of progress, such as competitors.

Exercise

i. Group students to scan their environment for possible business opportunities.
Each group to report its findings

ii. Guide students on a visit to a close-by trade fair or market.
Students should prepare a summary of the products/services on display.

iii. Give students assignment to watch television or listen to radio advertisements
at home and compose a newspaper article assessing; the intended target
audience, attention-getting values that were visible, product information given,
etc. Students to brainstorm and prepare a concept web of opportunities that
might arise from these advertisements. Students to debate whether ideas create
opportunities or vice versa.

iv. Analyze a case involving identification of opportunities and ideas.

v. Students to role play a variety of daily life situations that can provide an
introduction to identifying opportunities and Ideas.




Process of Conducting a Market Survey in Order to Establish Demand/Supply Gap;

A market for a business is all the people within a specific geographical area, who need a product or
service and are willing and able to buy it.

You may have an excellent product or service to offer to the public; however you have to determine
whether there are enough customers willing to buy your product or service on a regular basis. The
price of the product or service must give you an adequate margin of profit to allow you to survive and
further develop the business.

For new entrepreneurs, the process of conducting a market survey involves the following steps;

(1) Defining objectives of the market survey and specifying what information is required.
(2) Working out the details of the study, such as;
o Identifying sources of obtaining information.
e Time and cost involvement for the study.
e Methodology to be used in gathering information.
e Developing a plan of action.
(3) Selecting samples and deciding what contacts and visit should be made.
(4) Preparing questionnaire and plans for surveys and interviews.
(5) Collating and analyzing data.
(6) Preparing a report of findings.

Exercise:

Guide students to conduct a market survey and prepare a detailed report. State uses of the survey.

Process of Business Idea Generation

Definition: A business idea is the response of a person or organization to solving an identified
problem or to meeting perceived needs in the environment (markets, community, etc)

A business idea is a pre — requisite for a successful business venture. Good business ideas result
from effort and often creativity of the entrepreneur.

Finding a good idea is the first step in transforming the entrepreneur’s desire and creativity into a
business opportunity.

Sources of good business ideas: There are several sources of good ideas. To be successful in
generating or finding one, however, the entrepreneur needs to keep his/her mind and eyes open and
be alert to opportunities. An idea however good, is only a tool at the end of the day. It needs to be
developed and transformed into a viable business opportunity.

Sources of business ideas include:

Hobbies/interests

Personal skills and experience

Franchises

Mass media (news papers, magazines, TV, internet etc)
Exhibitions

Surveys




e Complaints
e Brainstorming
o Creativity

Reasons for generating business ideas:

Business idea generation is a sine-qua-non ((inevitable) for business.

Ideas are generated to respond to market needs

Ideas are also generated to respond to changing fashions and requirements.
In order to stay ahead of competition

To be in tune with latest technology so as to do things better.

In response to product life cycle

In order to spread risk and allow for failure.

Exercises

1. Do the nine dot exercise. Ask students to connect the nine dots with four
straight, continuous lines.

2. Do the creative square exercises as another example of creativity in action

3. Provide solutions and explanations to the two exercises?




TOPIC 2:
EVALUATE A BUSINESS IDEA FOR DEVELOPING AN ENTERPRISE

Introduction:

In developing a business idea there is a need for potential entrepreneur to adopt a carefully moderated
and intelligent approach. It is against this background that an attempt is made under this section to
guide potential entrepreneur to be more careful by examining and evaluating every step in the course
of developing and establishing business enterprise. At the end of this module students should be able
to prepare a preliminary project proposal, explore Internet for company profile, product catalog,
product information, etc; as well as conduct a modest business plan on a selected venture. Students
should present the plan to a panel of successful entrepreneurs for assessment.

Concept of Business Plan;

Planning is a process that never ends for business. It is extremely important in the early stages of
any venture when the entrepreneur will need to prepare a preliminary business plan.

There are different types of plans that may be part of any business operation. These include financial
plans, marketing plan, human resource plan, production plans, sales plans etc. Plans may be short
term or long term or may be strategic or operational. Whatever the type of plan or the function, plans
have one important purpose; to provide guidance and structure to management in a rapidly changing
market environment.

A business plan on the other hand is a written document prepared by the entrepreneur that describes
all the relevant external and internal elements involved in starting a new venture. It is often an
integration of functional plans such as marketing, finance, manufacturing and human resources. It
also addresses both short term and long term decision making for the first three years of operation.
Thus, the business plan, or road map, answers the strategic questions of where am [ now? Where am
I going? And how will I get there? Potential investors, suppliers and even customers will request or
require a business plan.

Process of preparing preliminary project proposal;
Structure of a Preliminary Project Proposal

This should be structured according to the following key headings, keeping each section as brief as
possible. If a heading is not relevant to the project, simply ignore the unrelated heading.

1. Background: in this section, establish the context of the project by giving an account of the
problem it is trying to address.

2. State of the art: give an overview of existing and emerging technology in the field, including
an account of rival technologies and a comparison of the advantages and disadvantages of the
various options.

3. Proposal: give an overview of the proposed project and the approach, i.e. the activities which
will be undertaken to achieve the project objectives. Clearly establish the research element or
novelty component in the proposal.

4. Consortium: give an overview of the proposed manpower and establish the required ability to
carry out the project successfully (e.g. skills, competencies, etc.)

S. Objectives and Deliverables: Identify (1) the objectives and (2) the deliverables of the proposed
project.

6. Competitiveness: if applicable, establish the competitiveness or advantages of the proposed
solution compared to other solutions, whether these already exist or are still being researched.



7. Cost: give an overview of the project cost (including start-up cost and working capital
requirements).
8. Impact: this section should include:

a. Markets and Uses: identify possible uses and markets for the deliverables of the project.

b. Benefits and Beneficiaries: identify the beneficiaries of the project’s results (e.g. the
project participants, the general public, third parties) and the manner in which they will
benefit.

c. Roadmap: give an indication regarding what further steps, effort, costs and timeframes
are necessary before tangible benefits can be realised from the deliverables or results of
the project (unless these are realised within the lifetime of the project).

d. Spillover Benefits: identify any secondary benefits of the project (e.g. facilitating
participation in funding programmes, improving Malta’s ranking, strengthening Malta’s
reputation in a particular area, etc.)

9. Other Issues
If applicable, briefly identify any gender, ethical or legal issues that may be connected with the
proposed project.

Process of preparing a detailed business plan;

The meaning of a business plan has earlier been discussed. Reasons for writing a business plan were
also highlighted. Stages of writing a business plan are: After deciding to go into business, before
starting the business and when updating is required.

Business plans can be written for retail business, wholesale business, service business,
manufacturing and any other type of business.

Business plans are written by prospective business owners or support agency.
A business plan is written by :

Identifying all the questions that could be asked about the business.

Determining what further information needs to be gathered to answer all the questions.
Obtaining all the necessary information.

Comparing various alternatives

Making a decision on each question.

A business plan should:

Have a good appearance

Provide an index

Provide a summary

Number each copy

Be signed to show who is submitting it.
Depend on the nature of the business.

Before preparing a business, plan, research should be done in the areas of customers, competitors
and suppliers.

A business plan should be organized to carry a cover page, table of contents, executive summary,
business description, Marketing plan, organizational plan, operational plan, financial plan and
appendices.



EXERCISES

L.

II.

II1.

IV.

1. Distribute sample Venture/Business plan to students; students to examine the plans and
make their notes and observation, with respect to its function, importance, mission and
purpose.

2. Divide students into groups of five or more. Each group to plan an event such as wedding,
concert, anniversary, athletics, picnic, school dance, debate, quiz, graduation etc. Let them
identify problem areas. Discuss problem areas with the students; let them know that an event
is somewhat like a venture. If it is not well planned, it may end up with serious problems that
are difficult to solve when the event is actually taking place. Let them realize at what point
their venture will never work and should be abandoned. They should also know that they may
choose to proceed, abandon or modify their venture after the planning framework has been
completed. It is better to halt a project before large amounts of time and resources have been
expended on something that cannot succeed. Students should know that the single most
important factor in beginning a successful venture is careful panning. Many things can go
wrong, but careful planning can prevent many of them from happening. Students should also
know that sometimes a venture might seem like a good idea before the careful planning stage.
Some problems however, may be imminent which cannot be solved. The best course of action
may be to abandon the venture and lose just the planning time.

3. Students to assume that they are investors with a large amount of money to invest. Many
venture plans have been presented for their consideration. Let them suggest criteria to use to
pick the best plan. They should know if they do not do a good job, they stand a very good
chance of losing a lot of money.

4. Prepare a model business plan on a selected venture.

Outline of a business plan

1. Title: Feasibility study Report on ........cccoveviiiiiiiiiiiiiiiiien,
Commissioned DY.....coeiiieiniiiiiii e

2. Project consultants ........c.cooviiiiiiiiiiiii
3. Table of contents: Page

a) Executive Summary

b) The Report

c) Project Background

d) Objective of study

e) Project description and

f) Loan advancement

g) Promoter

h) Location

Market and marketing plan

Potential customers
Competition
Pricing
Sales Tactics
Advertising and Promotion
. Distribution.
Technical Feasibility and management plan:

Factory

Machinery

Overhead charges

Packaging materials

Raw materials Manpower and Labour costs.




Financial Projection/Feasibility:

Overview on capital requirement
Financial plan
Projected cash flow
Projected profit and loss account
Projected balance sheet
Break-even analysis

. Source and application of funds
Organization Plan:

Form of ownership
Identification of partners/Principal shareholders
Authority of Principals.
Management team background

o Roles and responsibilities of members of organization
Assessment of Risk:

o Evaluate weakness of business
o New technologies
. Contingency plans.
Schedules:

= 12 months projected sales
= 12 months projected purchase
" Fixed Assets and depreciation schedule
. Profitability index.

Exercises

1. Present a hypothetical business plan to students; Let them analyze it
bringing out clearly:

e Strengths and weaknesses in terms of available resources,
expectations of the planners (are they realistic).

e Anticipated opportunities and threats that can be seen both
internally and externally.

e Develop goals for the venture including timeliness. Both long term
and short term goals may be identified.

e In the light of the strengths, weaknesses and environmental issues
identified, develop operating objectives and operating plans.

2. Present copies of annual reports of several organizations to students. Let
them study them and compare the relationship between marketing
expenditures and sales. This experience may help students to gain a sense
of the costs needed to obtain revenue.

3. Group students. Each group to prepare a comprehensive business plan
for their selected hypothetical venture. Each group to take their proposal
to a financial institution to determine if their financial plans are realistic
and viable. Upon returning from their research, the groups may confer
with each other about the implication of the findings for the venture plans.
Students should also share their experiences about their findings.




4. Students should list a set of principles or criteria that financial Institutions
apply to ventures to determine the viability of a financial plan, and use
them as a basis to self-assess their financial plans




TOPIC 3:
METHODS OF PRODUCT/SERVICE SELECTION

Introduction

The need to guide potential entrepreneurs regarding how to go about selecting the right type of
product can not be over-emphasized as it is quite crucial for their future survival. The point is that
choosing the wrong type of product or service delivery could easily lead to business failure which
would be disastrous to a potential entrepreneur. Hence, an attempt is made in this section to guide
entrepreneurs to go for an effective way of selecting the right type of product or service. At the end of
the module students should be able to analyze a given case in product selection; select a product and
prepare a feasibility report on a modern business and evaluate the viability, using CBA (Cost Benefit
Analysis) methodology. They should also be able to generate venture idea on selected exportable
product obtained from the web.

Product /Service;
Meaning of product/service

1. A transformed input via a throughput or the resulting output secured through the
conversion of selected inputs in a transformation process (systems definition).

1. Any producible, manufacturable or serviceable items altered from the original state to a
desired advanced state thereby creating specific values or objectives for its producers and
users.

2. Anything that can be offered to a market for attention, acquisition, use or consumption
(marketing definition).

3. A bundle o f complex tangible and intangible attributes or benefits. Such
attributes/benefits include durability, finish, image, colour, packaging, repair service, etc
(marketing definition)

Exercises: Based on the definitions, students should classify product based on method of production,
nature of output, nature of market.

Nature And Characteristics Of Product /Services:

Product is an outcome of input-transformation-output. Where inputs are men, methods,
materials, money and machines, transformation is the production process where the forms of
raw materials are changed into semi-finished products which output is the final product/goods.
Products/services must provide functional utility to the consumer. The functional/performance
characteristics may be in terms of weight, liability, size, maintainability or operating effectiveness.
Products or services must:

e Be capable of advancing the “profitability and survival” goal of the organization; and
e Satisfy a want

Product Selection Criteria:

When a new product is to be acquired / produced, a company usually uses a defined product
evaluation and selection process. Very early in the process, a list of relevant selection criteria is




compiled and distributed to sales force. Later on, the criteria list is used to compare the various
product offerings and create a shortlist with products selected for further evaluation.

Early in the product evaluation and selection process you would identify products that are expected
to meet the market requirements. This is not as easy as it sounds, since the number of innovative
products is overwhelming. Sometimes, it is difficult to cut through the thicket of vendor marketing
messages and carve out the substance of what a product really does and when to use it.

I refer here to the bottom-up growth idea, as the top-down ones are usually rooted in well structured
(and expensive, even if done internally) market researches and validated through formal yearly
strategic planning session.
For the bottom-up ideas, after the ideas have been collected, the funneling process begins. An
"expert" team analyzes the ideas from a product technology and manufacturability
standpoint; and then check the result against the Voice of Customers tools (i.e. web site, claims,
reports from the sales force and technical assistance staff, etc.). The ideas that pass through the
"expert judgment" in terms of product technology, manufacturability and compliance to Expressed
Customer Needs will go through a further technical analysis by the product development department.
If the PD Dept. states that yes the idea is really feasible from a technical standpoint, then they are
analyzed in terms of economics (costs to make the product, investments required, etc.). In parallel, a
market analysis is done: how many sales in how many years at what price. Finally, the financials are
calculated and priority rank is done based on those parameters. Here it is very important to use
multiple criteria, as otherwise the highest NPVs will overcome the others...and this is risky as the
NPV Volatility is not calculated (in other words, the bigger developments will throw out the smaller
ones, but because the bigger are also more difficult to sell, hence the calculated NPV is inherently
more volatile than for smaller developments).

The parameters we consider in the funneling process are:
- Compliance to Expressed Customer Needs/Claims (Y/N)
- Fit with Strategic Imperatives (Y/N)

- Feasibility of development concept (H/M/L)

- Manufacturability (Y/N)

- Time to develop the engineered concept (H/M/L)

- Needs for Qualified Internal Resources (H/M/L/N)

- Needs for External Capital Investments (H/M/L/N)

- Expected Contribution Margin (H/M/L)

- NPV

- NPV Volatility Estimate (H/L)

- IRR

- Payback time

Key Factors Associated with Product Selection:

= Infrastructure;

* Technology;

= Availability of raw material;

* Government Policy/Regulation;
= Legal aspects of business;



Once a product has been selected for production, there is need for further analysis of some key
factors to determine how production will proceed and what legal requirements and licenses must be
met. Below are some of these factors that must be investigated.

Processing Activities:

o Description of the process showing simplified flow charts indicating comprehensive material
and energy requirements;
e Consideration of alternative processes and justification for the chosen process;
Firm Size and Production Schedules:

e From market studies, indication of demand for the product
e Consideration of availability of inputs and possibility of importation of raw materials (where
necessary)
e Consideration of the start up and technological know-how.
Machines and Equipment:

e Machines and equipments layout
e Specification of the machinery and equipment required, indicating rated capacities of each.
e Source of supply of machinery and equipment (indicating whether local or foreign) and
including costs and terms.
e Comparative analysis of alternative machinery and equipment in terms of cost, reliability,
maintainability and local technical expertise.
Project Location (Infrastructure and Utility Analysis):

e Map showing project location
e Desirability of location in terms of distance from the source of raw materials, market and other
factors
e Desirability of location in terms of infrastructures and utility supply.
e Comparative study of different locations indicating advantages and disadvantages;
Raw Materials:

e Description and specifications relating to physical, mechanical properties

e Current and prospective cost of raw materials, including sources of materials

e Local availability, continuity of supply all year round, and prospect for importation.
Waste Disposal:

e Description and quantity of waste to be disposed of

e Description of the chosen waste disposal method and cost

o Comparison with other methods to indicate cost benefits

Compliance with legal requirement with regards to environmental impacts
Environmental Impact Studies:

Description of the environment of the project location.

Description of the project needs and processing technologies

Prediction of impact of the waste products and processing activity on the environment
Mitigation measure to treat impacts

Residual impacts and further studies to treat such residual impacts

Manpower Requirements:

Skilled and unskilled labour requirement
Technical and managerial staff requirement
Training needs assessment and training schedules
Proposal on remuneration including fringe benefits
Venture Idea Generation;



The starting point of being an entrepreneur and developing a new venture is the identification of the
basic product or service being offered. This part of the venture creation process is perhaps the most
difficult to actualize. The origin of the new product/service idea is usually internally generated
through research and development, other sources of new ideas could be through creative problem
solving. A wide variety of techniques can be used to obtain the new product idea. Whichever way it
occurs, a sound idea for a new product/service, if properly evaluated, is essential to a successful
launch of a new venture.

Some of the sources of new ideas include consumers, existing companies, distribution channels,
Government, R&D, Hobbies/interests, Personal skills/experience, franchises, mass media,
Exhibitions, surveys, complaints, Brainstorming, creativity etc.

Even with a wide variety of sources available, coming up with an idea to serve as the basis for a new
venture can still be a difficult problem. The entrepreneur can use several methods to help generate
and test new ideas, including focus groups, brainstorming and problem inventory analysis.

Steps Involved in Preliminary Screening;

Every project has uncertainties. The nature of the uncertainties can be expressed in the form
of assumptions which must be valid but which cannot be directly controlled. Assumptions
can be the most critical factors in a development project. Many projects fail because planners
make unrealistic assumptions or forget to define and examine the implicit assumptions they
are making.

It is impossible for a project manager to control all the factors which can affect a project.
There are always social, political, technical, economic, physical, and other factors beyond the
project manager's control that are necessary for successful achievement of project objectives.
To have confidence in the design of a project, one must define, at each level, all the conditions
necessary to reach the next level of objectives. These conditions include hypotheses
(predictions), which are internal to the project, and assumptions (conditions), which are
external to the project. After identifying the assumptions affecting the project, one can deal
with them in a way that increases the probability of success.

Development projects involve important objectives and scarce resources, so we must examine
whether our predictions in the project design are valid. Before we begin the project, we want
to be confident that we can achieve our objectives. We must, therefore, carefully examine
what we are assuming about factors outside our control that could be detrimental to
achieving our objectives. We identify those factors in the "assumption column" of the Project
Design Chart at the same level with the objective they influence.

After identifying as many critical assumptions as possible with the information at hand, they
can be looked at more closely and defined more specifically.

In a rice production project, for example, "adequate rainfall" is obviously necessary. Project
planners and managers need more guidance, however, if they are to assess the validity of
this assumption. How much rainfall is adequate? We must know how much rain is required
and when it should fall. If we find that the rains must begin in May and last through October,
with a monthly average of 12 inches, the next step is to find out if it is reasonable to expect
this level and pattern of rainfall. If review of the climate records in the region shows that for
eight of the last twenty years rainfall was less than 8 inches for the months of June and July,
our assumption of adequate rainfall would not be valid.

If our assumptions are likely to be invalid, we have several options to consider. First, we
could continue with the project "as is" and accept the lower probability of success. Second,
we could examine if there is some way to modify the project to overcome the weak
assumption. In the rice production example, perhaps an irrigation system could be included
in this (or another) project to bring a sufficient supply of water to the crops. Finally, if there



are insufficient resources to develop an irrigation system, the project could be abandoned
because it is unworkable - thus averting project failure before large amounts of time and
resources are expended.

Different Steps in Preparing Pre-feasibility Study;

A Management Approach to Feasibility Study

In recent years, project feasibility study has become an increasingly detailed and technical
set of procedures practiced by highly trained economists and engineers. And yet very often
these procedures seem irrelevant to the practical people designing and managing projects.
Why? Perhaps it is because these procedures ignore some of the most important questions.
What do practical project designers need to know in order to have confidence in potential
projects? Essentially they need to know (1) if the proposed project will really achieve its
objectives; (2) how they can improve the likelihood and level of its impact; (3) whether there
is a less expensive way to achieve the same results; and (4) whether, all things considered,
the benefits justify the costs.

Will The Project Succeed? How Can It Be Improved?

The most important question concerns the plausibility of the suggested project design.
Managerially useful feasibility studies begin with this question. And the most effective of
these studies treat project plausibility not merely as a question but as a challenge. In other
words, such studies don't simply ask "Will it succeed?", they ask "How can we make it
succeed?" They take an active, not a passive, role in project design.

Feasibility study, by itself, cannot increase a project's likelihood of success. What it can do
is substitute risk (known probability of failure) for uncertainty (lack of information) and
suggest practical measures for reducing the risk by modifications to the project design. In
other words, it can provide us with information on how likely our project is to succeed and
how we can increase that likelihood. As managers, we must learn to demand nothing less of
feasibility analysts.

Projects are theories about the world. If we do certain things, we expect certain results will
occur. And if these results do occur, we believe they will have certain impacts.

Analysis of Assumptions

Potential feasibility questions exist wherever there are sources of uncertainty - i. e., wherever
we are unsure of "facts" or "effects". These "facts" are the assumptions and the "effects" are
the hypotheses.

How do we go about analyzing assumptions?

Most importantly, make sure all of the important assumptions are identified. To do this, ask
yourself, skeptics, and as many others as possible, to describe the factors which could
prevent the project from reaching its objectives. In essence, the question is "What, beyond
my direct control, could cause this project to fail?" The answers to that question are the
assumptions.

It may be helpful to group the assumptions by type:

- market factors

- cost factors

- financial factors

- political factors

- technical factors

- cultural and social factors

- geological/climatic factors

- managerial factors



To gain a clearer idea of what these factors include, consider how some of the following

questions might come out of an investigation into these factors.

Market Factors - Do people have disposable income available at the time when the product

is for sale? Is there a MARKET that can be reached and served profitably? What is the likely

price (considering seasonal swings) ? What are the quality and quantity dimensions?

Cost Factors - What are all the major initial costs involved in production? What are the

important recurring costs? How much is the labor cost likely to be?

Financial Factors - Are there sources of affordable credit in the community? Is there a plan

for control of group money? Is the cash flow sufficient?

Political Factors - Does the government support the general idea? What are the licenses and

inspections needed? Is the activity legal?

Technical Factors - [s the technology easy to maintain? Are spare parts readily available?

Is the scale appropriate? Is the level of risk appropriate? Are the inputs readily available?

Cultural and Social Factors - Does it help one group by hurting another? Does the project

"fit" the culture? Is the level of risk acceptable?

Climatic Factors - Does the project hurt the environment? Does it use already dwindling

natural resources?

Managerial Factors - What are the training requirements? Is there a sufficient, available

labor force?

The type of assumptions chosen for analysis will determine the type of feasibility study

needed to investigate them.

Then, identify the assumptions most appropriate for analysis. Out of the long list of

assumptions, how do you choose the correct ones to study? We suggest a simple two criteria

basis for selection-importance and uncertainty.

To begin, ask of each assumption whether it seems truly essential for achieving project

success. If its influence seems more or less incidental, forget about it. If the assumption is

judged to have high potential influence, then ask yourself how uncertain project designers

are about the likely performance of that assumption. Only where assumptions are important

and insufficiently understood is detailed investigation worthwhile.

Arrange data collection efforts to provide the information you need. The data collected on

assumptions should reduce the uncertainty of project designers about the following:

- whether key assumptions are likely to hold true or not;

- what the effects on project success would be if any of the key assumptions did not hold
true;

- what means are available to managers to influence or avoid dangerous assumptions.

If assumptions are unimportant (i.e., low impact) or very probable, they should not affect

project design or selection. When assumptions have high impact and low probability, we have

a danger signal. If we can redesign the project to affect the assumption, we may wish to go

ahead. Otherwise, we would be well advised to suggest that the project be abandoned in

favour of something more promising.

Technical Analysis: (Evaluate adequacy of infrastructural facilities for product selection;

Identify the relevant technology available for the selected product; and Evaluate sources and

adequacy of raw materials for the selected product;)

Product:

e Description of the product including specifications relating to their physical, mechanical and
chemical properties;
o Uses of the products.
Processing Activities:



e Description of the process showing simplified flow charts indicating comprehensive material
and energy requirements;
e Consideration of alternative processes and justification for the chosen process;
Firm Size and Production Schedules:

e From market studies, indication of demand for the product
e Consideration of availability of inputs and possibility of importation of raw materials (where
necessary)
e Consideration of the start up and technological know-how.
Machines and Equipment:

e Machines and equipments layout
e Specification of the machinery and equipment required, indicating rated capacities of each.
e Source of supply of machinery and equipment (indicating whether local or foreign) and
including costs and terms.
e Comparative analysis of alternative machinery and equipment in terms of cost, reliability,
maintainability and local technical expertise.
Project Location:

e Map showing project location
e Desirability of location in terms of distance from the source of raw materials, market and other
factors

e Desirability of location in terms of infrastructures and utility supply.
o Comparative study of different locations indicating advantages and disadvantages;

Project Layout:

Description of project layout showing building and facilities.
Types of buildings and estimated cost
Land improvements such as access road, drainages, etc
o Type of supplementary utilities and cost.
Raw Materials:

Description and specifications relating to physical, mechanical properties

Current and prospective cost of raw materials, including sources of materials

Local availability, continuity of supply all year round, and prospect for importation.

Evaluate the sources and adequacy of the raw materials needed to sustain viable production
of the selected product(s).

Waste Disposal:

Description and quantity of waste to be disposed of
Description of the chosen waste disposal method and cost
Comparison with other methods to indicate cost benefits
e Compliance with legal requirement with regards to environmental impacts
Environmental Impact Studies:

Description of the environment of the project location.
Description of the project needs and processing technologies
Prediction of impact of the waste products and processing activity on the environment
Mitigation measure to treat impacts
e Residual impacts and further studies to treat such residual impacts
Manpower Requirements:

o Skilled and unskilled labour requirement
e Technical and managerial staff requirement



e Training needs assessment and training schedules
e Proposal remuneration including fringe benefits
The process of technical analysis must answer the following questions.

o What should be produced, when should it be produced and what quality standards
should be attained?

o What is the most appropriate technology in terms of product quality, reliability and
operating conditions?

o Are the project and its technology environmentally and socially acceptable?

o Are all related government regulations and policy guidelines met in the implementation
of this project?

o Are required materials and other inputs reliably available?

o Is the available labour pool adequate for the project; if not, is it possible to train workers
as required?

o Where should the project be located?

What is the implementation plan and how much time is required?

o What are the costs of investment, implementation and operation?

(0]

Effects of Government Policy and Regulations on the Selected Product;

Your business may need permits and other licences before you can start. The licensing rules are
different depending on the type of business that you are setting up. These are examples of the sort
of licenses you might need, and where to apply for them:

The Abuja Environmental Protection Board, (AEPB) is in the process of setting up formal licence
requirements for certain kinds of businesses, especially those business that may affect the
environment. While the plans have reached advanced stage, they have not yet been finalized. Your
Counselor will keep you updated on the development.

Food businesses (such as restaurants, catering services, snack bars, bottled or packaged drinking
water etc) as well as businesses dealing with drugs formulation, repackaging and distribution need
a licence from NAFDAC.

Businesses dealing with children, such as nurseries or daycare centres, are licensed by the Abuja
Board of Education.

Land related businesses (Certificate of Occupancy) or if you are planning on applying for a piece of
land for business purposes you will do that at Abuja Geographic Information Service (AGIS)

Whatever your business is, your Counselor will be able to tell you whether any special licences are
needed. The CAC and NAFDAC promise short processing time, but you should still allow enough time
for them to process your application. You will not be able to start your business without NAFDAC
licenses, if you are in the food, drug and cosmetics industry.

Legal Aspects of Business on Product Selection

In Nigeria different regulations apply to different products. The entrepreneur is advised to consult
his/her lawyers and/or technical services provider for guidance. Below are some of the common
regulations that must be met — environmental impact report and certification, NAFDAC registration,
copyright and trademark law, etc.

Environmental Impact Analysis (EIA)

In citing your project in a location, it is important to analyze the impact of the production operations
on the immediate/surrounding environment. It is essential that for any identified negative effect



designs for corrective actions and or mitigation must be incorporated in the project implementation
strategy. The EIA process must take account of the following:

Socio-Cultural Factors

Community Structure

Traditional Cultural Habits and Customs
Historic Sites

Religious and Social Services

Recreation

Housing

Internal and External Relations
Protection of Vital Natural Resources

Social Infrastructure

Education

Sanitation

Health

General Well-Being (Diseases, Physical Safety, Population Density, Etc)

Emissions

Liquid Waste

Solid Waste

Air Pollutants (Gases, Dust, Fumes, Vapours)

Noise and Vibrations

Odours

Chemical Reactants (Producing Colours, Odours, Poisons)
Hazardous Substances

Health Risks and Hazards

Health Risk to Workers and Staff

Increase of Already Existing Risks

Risk of Accidents Affecting Social and Natural Environment (During Construction and
Operation, After Closing Down Operations, During Transportation of Hazardous Substances)

Degradation of Social Structures

Migration

Displacement of Human Habitation

Displacement of Economic Activities

Disruption of Culture-Specific Social Relationships and Infrastructures
Deterioration of General Living Conditions

Degradation of Natural Resources

Direct and Indirect Damage to Natural Water Resources
Damage to Land Resources

Uneconomic Use of Nonrenewable Natural Resources
Damage to Plant Populations

Disruption of Interlinked (Balanced) Ecosystems
Displacement, Extinction of Species

REGULATION AND REGISTRATION OF FOOD AND DRUGS:

The National Agency for Food and Drug Administration and Control (NAFDAC) is the government
regulatory body responsible for food and pharmaceutical products manufacturing, importation,
advertisement and distribution in Nigeria under the provision of the government of Nigeria Decree 19
of 1993 and its accompanying guidelines. No food item may be imported, advertised, sold or
distributed in Nigeria unless it has been registered by NAFDAC.



NAFDAC was established to protect and promote public health by ensuring wholesomeness, quality
and safety of food and drug consumed in Nigeria.

The main strategy employed by the agency for the enforcement of Nigeria’s food law is the process of
product registration. Contravention of the provision of existing food law is subject to prosecution and
punishment, as specified in the code. NAFDAC appears to have become more active and more
stringent in enforcing existing food law, but primarily to protect local producers. In theory, any food
item not registered with NAFDAC is not legally importable.

General Requirements

NAFDAC regulation requires food labeling to be informative and accurate. The following are NAFDAC’s
minimum labeling requirements;

1. A product brand name or common name must appear in bold letters.

2. A complete “location” address of the manufacturer showing country of origin must be
provided on the product label.

3. The production “batch” number, date of manufacture and expiry date must be indicated.

4. Net content, specifying essential ingredient in metric weight for solid, semi solid and aerosols
and metric volume for liquids.

5. Ingredient must be noted by their common names in order of their prominence by weight
unless the food is standardized, in which case the label must include only those ingredients
which the standard makes optional.

6. Food additives and colours must be declared on the label. Spices, flavours and colours may
be listed as such, without naming the specific material; but any artificial colour or flavour
should be identified as such.

7. Labeling should be in English. If it is in another language, an English translation must be
shown on the label or package insert (where applicable).

8. NAFDAC registration number must be included on the product label.

Registration

In January 2003, NAFDAC increased its fees for registration, vetting and documentation for all
imports. The fee for registering each product was increased to 750, 000 Naira about ($6, 000) up from
10, 000 Naira ($100) in 2002.

Additionally, NAFDAC Requires that:

1. No applicant will be allowed to register a food product in more than one name.

2. Where different flavours of the same food are produced, each flavour will have to be registered
separately.

3. Major supermarket operators or importer can import mixed container loads of high value
product (HVP) under NAFDAC Global Moratorium of Supermarkets (GMS) and other
specialties required by hotels, fast food, chain and international organizations, firms
participating in the programme are routinely inspected by the agency.

COPYRIGHT AND TRADE MARK LAW

The Nigerian Standards Organization is responsible for issuing patents, trademarks and copyright.
Once conferred, a patent conveys the exclusive right to make, sell, use a product or to apply a patented
process. The trademark Act of 1965 governs the registration. A trademark grants the holder the
exclusive right to use the registered mark for a specific product or class of product.

Statutes which govern intellectual property regulation in Nigerian include the copyright Act of 1988
(amended in 1992). Copyright law makes counterfeiting, exporting, importing, reproducing,
exhibiting, performing or selling any work, without the permission of the copyright owner a criminal
offence.



The Nigerian government’s lack of institutional capacity to address Intellectual Property Right (IPR)
issues is a major constraint to enforcement. Patent and trademark enforcement remains weak and
judicial procedures are slow and subject to corruption. Companies rarely seek trademark or patent
protection because they generally perceive Nigerian enforcement institution as ineffective.
Nonetheless, recent government efforts to curtail IPR abuse have yield results. The Nigerian Police
work closely with the Nigerian copyright commission in enforcing the copyright law.



TOPIC 4:

STOCK CONTROL BASICS
What is Stock Control?

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

Stock Control means:

e Receive your stock
e Record your stock

e Store your stock

e Arrange your stock
e Check your stock

e Re-order your stock

Importance of Stock Control

It helps you to:

Keep the right goods and materials that customers want and that your business needs
Stock goods that sell quickly

Keep the right amount of stock -not too much nor too little

Prevent stock from being misplaced

Keep your stock in good and orderly condition

Prevent stock from being lost through theft or breakage

Re-order stock at the right time in the right quantity

Some useful guidelines for better Stock Control are:

Keep the right amount in stock
Stock goods that sell quickly
Arrange and display your stock well
Check your stock regularly

e Keep stock cards.

Stock Cards

Keeping stock cards means writing down:

e All stock that comes in to your business
o you get an order of goods or materials
o you accept goods back from a customer and the goods can be sold again
o you finish making a product, ready for sale
e All stock that goes out of your business
o You sell goods or materials, for cash or on credit
o You use up materials to make products or provide services
o You throw away goods or materials that are broken, damaged or spoilt in any
other way
o Goods or materials are stolen

Importance of Stock Cards



They tell you what goods or materials you have sold or used

They tell you how much of the goods or materials you have sold or used
They tell you when the goods or materials were sold or used

They tell you how much of the goods or materials you have in stock

Information of Stock Cards can be used to find out

What Stock sell fast
What Stock to re-order
When to re-order

How much to re-order
e If any stock is missing

When you make your own stock cards, you can use cards, a hard cover book, an exercise book, loose
pages in a file, or anything else that suits your business. You can also use your SIYB forms

Make sure your cards are correct and up-to-date. A stock record which is not up-to-date gives you
incorrect information and you may make wrong decisions in your business.

NOTE: RE-Order level: [s the number of units you estimate you need until you get new stock. When
your stock falls to the re-order level, it is time to order more.

To work out the re-order level, you need to know or estimate;

e How long it takes between ordering and receiving or collecting the new stock

e How much you expect to sell or use while you wait for the new stock

e How much extra stock you may need, e.g. you sell more goods or use more materials
than you estimated, the delivery is late or the supplier is out of stock.

Work out and write down the maximum stock level for the goods you sell slowly and very quickly. The
maximum stock level is the most number of units you estimate you should have in stock at any time.
This prevents overstocking so the business' money is not tied up in unsold stock. This will prevent
cash flow problems.

STOCK-TAKING

Is a system of physically counting and writing down all the stock in your business on a stock-taking
list.

Importance of Stock-taking

It helps to find out if stock is missing and how much is missing

Finds out if any stock damaged or in bad condition

Finds out which goods sell quickly and which sell slowly

Finds out which materials and parts you use a lot of and which you use less of
Finds out when to re-order, if you do not keep stock cards

Steps to follow to do Stock-Taking:

Make sure your stock is well arranged

Prepare your stock-taking list

Count the stock and write down the quantities on the stock-taking list
Copy information from your stock cards with the stock-taking list
Write the correct quantities on your stock cards



Think of your own business and decide

e How often you should do stock-taking
e What day and time you should do stock-taking

Useful information from Stock-Taking to improve your business

e Receiving your stock

¢ Recording your stock

e Storing your stock

e Arranging your stock

e Checking your stock

e Re-ordering your stock

STOCK MANAGEMENT

It means the controlling of the incoming and outgoing stock.

e Stock cards help you to manage your stock better
e Understand the principles of stock card
e Understand the principles of stock-taking

Stock management answers questions like:

e What does the same item cost from different supplies?

e What should my mark-up be to be competitive?

e What do I need to order and when?

e How do I work out sales value of products if I do not have stock cards for those specific
products

e What is the total sales value of all my products? How does this value compare with
actual cash?

e What is the sales value of my losses? How can I recover this value though my other
sales? Can I increase my mark-up to cover this loss?

e Is it profitable for my business to get insurance to cover losses?

e I[s it worthwhile to hire a security firm to protect my stock?

Contents on stock card:

e Product

e Direct material cost per item
e Selling price

e Re-order level

¢ Maximum stock level

STOCK CARD

Product: Unique Natural Honey, 750ml
Direct Materials Cost per Item: N546
Selling Price: N670

Re-order level: 15 bottles

maximum Stock level: 30 bottles

kW=



Date Details Stock
In Out Balance
1/3 B/F 19
2/3 Sold 3 16
4/3 Sold 2 14
5/3 Sold 1 13
8/3 Sold 4 9
9/3 Broken 2 7
11/3 Sold 3 4
12/3 Bought 24 28
12/3 Sold 4 24
15/3 Sold 3 21
17/3 Sold 3 18
19/3 Sold 4 14
23/3 Sold 3 11
24/3 Sold 4 7





































































































































































































































