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CHAPTER 3
Market Analyses and Development
and Entrepreneurship Development

MAD is different from planning conventional businesses
and enterprises. Rather than considering only commercial
aspects of the enterprise, it assesses environmental
economic, social, and technological factors in the
development of the enterprise.
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Introduction

Any individual, group, or community will be motivated to

conserve a resource if they derive economic benefit from its

sustainable use. And this is where Market Analyses and

Development (MAD) can play a challenging but crucial role

by integrating the sustainable use of a resource with income

generation. This combination results in productive resources

and employment that contribute to the economic

development of a country.

MAD’s main goal is to successfully select products and

develop enterprises that provide income benefits for

entrepreneurs without degrading the resource base. It

identifies and assesses opportunities and constraints in the

market system to make a shortlist of the most viable

products, while at the same time, builds up the

entrepreneurial capacity of participants. The process uses a

three-stage approach: Assessment, Analysis, and Action.

Before an enterprise is started, there are some basic

prerequisites. First of all, Social Mobilisation (chapter 1) as

well as Appreciative Participatory Planning and Action

(chapter 2) should ensure the formation of strong groups.

These groups can eventually play a role to improve

entrepreneurs’ access to credit facilities. As participants

begin to understand the meaning of entrepreneurship, they

become aware of the need to manage resources through

sustainable means. Through SM and APPA activities,

interested individuals will emerge as target participants for

MAD workshops.

MAD

- helps entrepreneurs to develop and
implement business and action plans;

- aims at making the enterprise a

successful initiative, while minimising
the environmental and social
exploitations that have occurred in

the past; and
- helps facilitators and entrepreneurs

identify enterprise goals and

determine the direction and the
means to attain these goals.

Tea
gardens
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Access to the sources of the product(s) must also be

guaranteed with good management, adequate supply, and

competitive prices. Many of the resources used for

enterprise development are common properties or national

resources. Therefore, we need to ensure a stable and

congenial environment where working policies are clear,

precise, flexible, and conducive to the start-up of micro and

small enterprises. Enterprise Support Services (chapter 4)

will assist entrepreneurs on how to work towards creating

such an environment.

In some cases, experiences show that people who have

harvested forest products in the past have exploited their

resources and eventually lessened economic possibilities for

themselves. This has resulted in the degradation of the

resource, poverty, and sometimes indebtedness of the

collectors. Thus, MAD requires entrepreneurs to make the

right analysis in order to minimise risks.

FOUR AREAS OF ENTERPRISE DEVELOPMENT

MAD assesses different factors that potentially influence the

sustainability of viable enterprises. These can be grouped

into four main areas:

- market/economy;

- environment/resource management;

- social/institutional; and

- technology.

In stage I, the entrepreneur begins by considering a wide

range of possible products. This is gradually reduced to a

few potential enterprise ideas. Each of the filters in stage I

and II (page 75) uses the four areas of enterprise

development that basically provide the criteria for product

screening.

Four Main Areas of Enterprise Development

Social/
Institutional

Environ-
ment

Market

Viable
Product

Technology

The Three-Stage Approach of MAD

Objectives

Assessment

Analysis

Action Plans enterprises for
sustainable development

Stages

Assesses the existing situation

Selects the most promising products
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SCOPE OF RESEARCH AND DOCUMENTATION

Facilitators should help community members assess which

market they would most likely want to target and organise

their research accordingly at different appropriate levels. For

instance, research related to technology often needs to

take place at the national level in order to identify resource

people familiar with certain types of technologies, or in the

case of markets, there may be local markets or international

markets for a particular product. The scope of research and

documentation in MAD may include various levels.

National-level. Before facilitators can work with MAD at the

community level, they need to have an overview of the

major opportunities and constraints influencing the sector at

the national and district levels. They need to be aware of

the major stakeholders and sources of information. This initial

assessment will be useful in making strategic choices

regarding geographic areas where communities will receive

support. District-level key informants, traders, and resource

people can add valuable information and provide ideas on

new products demanded by the market. These ideas can in

turn be shared with workshop participants at the community

level.

District-level. A district overview is essential in order to select

potential sites within the district for village workshops and

facilitate the sharing of information with entrepreneurs

about potential enterprises. District socioeconomic issues

and market opportunities and constraints must be assessed

through surveys, interviews with key informants, and

participatory learning and action workshops at the district

level and in selected sample communities.

Community-level. Once Village Development Committees

(VDCs) are selected, partners who will implement the

enterprise need to be selected. These might include non-

government organisations (NGOs) from selected VDCs and

facilitators from target communities. Partners and facilitators

need to be trained to carry out a VDC overview, which

consists of the following aspects:

- a participatory assessment of the socioeconomic status of

the communities;

- a profile of existing market and trade systems; and

- an assessment of the natural resources available to the

villages within the VDC.

After a VDC overview is carried out, MAD is initiated with the

community.

INFORMATION NEEDS

Once facilitators have an understanding of local communities,

they can organise a series of MAD workshops in different

villages within the same area (for example, within a VDC, as

in the case of Nepal). Initial workshops will have the main

objective of raising awareness about the sustainable use of

resources and enterprise development; however, as MAD

unfolds, the interests of participants will gradually become

more specific.

Collecting information may require heavy investment;

therefore, MAD employs two strategies to ensure the most

effective use of available resources, namely:
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- to collect only minimal information regarding any of the

stages of MAD; and

- to focus research on resources and products which have

the greatest chance of commercial success.

Once potential products are identified, additional information

is required based on the specific needs of these products.

This information may be available at the community level,

but one often needs to approach sources at the district,

regional, national, or international-levels (refer to the table

on page 76).

Stage I
Initial assessment:
shortlisting of products

Stage II
Feasibility studies:
ranking selection

Stage III
Enterprise development:
plan final choice of products

X X X X X X Products
X X X X X X

X X X X
X X

X X X X X X X  Products

X X X X X Products

X X X Products

Selection Process of Viable Products
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Overview of Information Needs

Market/Economy

� New product needs
� Trends in demand for

existing products
� Quality requirements

� New product needs,
trends in demand for
existing products, and
total quantity traded

� Quality requirements
� Experiences of institu-

tions in delivering credit

� Importance of the
product in the local
economy

� Average quantities
traded

� Marketing channels
� Market chains
� Access to credit

Environment/Resource
Management

� Domestication trials
� Experience in

commercialisation,
common resource
management, and
conflict resolution

� Domestication trials
� Experiences in

commercialisation,
common resource
management, and
conflict resolution

� Potential local resources
� Interaction between

forest and local commu-
nity

Social/Institutional

� Trade agreements
� International treaties,

bans, incentives, and
support

� Institutions involved in
the delivery of Enter-
prise Support Services

� Policy and legislation
� Trade laws

� Institutional
organisations

� Traditional resource
management

� Mechanisms and laws
(rules)

Technology

� Value addition
and appropriate
technology

� Technical support
and assistance

� Identification of
research institutes
and other relevant
agencies

� Local technical
knowledge

� Current processing

Objective

International-
level

National-
level

Community-
level

To assess the existing situation in the sector in order to identify opportunities and constraints
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The Three-Stage
Approach

OVERVIEW

Stage I assesses key issues to take into account when

planning the start-up of an enterprise. It identifies target

groups, prepares inventories of available resources and

potential products, and analyses the current market system.

The end of Assessment results in a shortlist of the most

viable products and those that are not worth the

investment of further resources.

METHODOLOGY

Step 1: Ensure that the target group is identified and
included in the process. The poorest and landless

households included in SM (chapter 1) should be identified

(use wealth ranking). Possibly all of the SM groups, or those

who are particularly interested in enterprise development,

should be included in the MAD workshops held at the village

level.

A VDC overview can identify those villages and community

members most in need of alternative sources of income.

Certain individuals or households may indicate that they have

a particular experience of, dependence on, or interest in

certain products such as community-based forest enterprises

(CBFEs) and non-timber forest products (NTFPs). At least,

one man and one woman representative of each

community-based organisation (CBO) should attend the first

MAD workshop and then report back to their group. The

VDC chairman, VDC-level village traders, and the chairman of

any users’ group, such as the forest user group (FUG)

should attend the first MAD workshop as well as other local

stakeholders.

Assessment
- generates understanding regarding the market,

environment, social, and technical constraints of

a range of products;
- develops a shortlist of the most viable products

that will be re-evaluated in stage II; and

- identifies potential entrepreneurs.

Stage I: Assessment
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Step 3: Determine whether the economic objectives set by

the target group can be met by the product and its defined
markets. This step will contribute towards defining a sound

strategy and information should be collected for this. Thus,

the risk of developing a sophisticated product for the

international market can be avoided when the same

objective can be met for the local market, where it is easier

to manage for concerned entrepreneurs. If the local

markets are sufficient, it is not necessary to look for a more

complex (and less sustainable) market strategy at the

national or international levels.

The assessment of economic objectives will serve to define

the scope of the strategy and the scale of the future

enterprise. It will assist entrepreneurs and facilitators to

understand the social differences within their village and

serve as a basis to build the strategy of each sub-group.

Poor sub-group members may have financial objectives that

have a far lower goal than wealthy members of the target

group.

Step 4: Prepare an inventory of the possible resources:

existing or potential new products. Some data can be

obtained from secondary sources and other primary data can

be gathered through observation and interviews. In order to

list the resources and products available at a site, facilitators

need to carry out the following tasks.

- Use participatory group discussions or personal interviews

with members of the community and the specific group

that is the focus of the activity. For example, if members

of a disadvantaged group need assistance or a group of

experienced traditional women birth attendants is

interested, then separate focus group discussions should

Step 2: Determine the economic objectives of the target
group. Defining the economic objectives of the target group

is the only way to get an indication of the expectations of

the entrepreneurs, i.e., the income level they want to reach

through the enterprise. Economic expectations combined

with an estimate of the demand and status of the existing

market systems (infrastructure and market channels) and a

review of existing resources and products will define the

scale of a future enterprise.

Potential entrepreneurs must acknowledge where they are

at the start of an enterprise and where they eventually

want to reach. This way, they will be able to realistically

select an enterprise that they can manage on their own

without too much risk. An enterprise will have long-term

development potential, only if it answers the expectations

of entrepreneurs and if they have the capacity to implement

and sustain it.
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be held for these people, because they may have specific

knowledge of particular products that they use differently

from other villagers. Facilitators should prepare a

comprehensive checklist of potential resources and

products so that informants do not forget any items.

- The list obtained from the focus groups can be checked

with other knowledgeable informants in the area. For

example, an expert in the commercial species of NTFPs,

accompanied by local collectors, should make a field trip to

some of the main collection areas and make an overview

of the resources available.

- The output is a list of existing resources or products

available at the site for subsistence or cash income. At the

end of the survey, facilitators and participants are usually

surprised at the wide range of resources and products

that are available to them for home use as well as a

source of cash income.

The worksheet on this page can be used to begin a

database at the district level which will help complement any

resource assessments done by specialists such as botanists.

In this case, NTFPs are taken as the products — for which

walnuts and wild garlic are presented as samples.

Step 5: Gather information to identify constraints of
products and organise the collected information at the

community level. For this, the selection criteria are divided

into four broad categories used in MAD. These criteria form

the ‘filters’ referred to earlier (page 75). All potential

products are screened through these filters in order to

assess their viability. In order to gather information for

evaluating these criteria, several methods and sources of

information can be used. For example, semi-structured

interviewing, focus group discussion, or resource mapping.

Initially, villagers should give their own examples of possible

reasons for eliminating a product. Emphasise that only

Example of a Worksheet for Non-Timber Forest Products

Product

Walnuts

Wild garlic

Part
used

Cultivation

Yes

Village name: District: Recorder: Date:

Harvesting
month

Sep, Oct

Jun, July

Gender
specific
roles
(if any)

F

Market

Local National

Yes

Yes

Resource

Low   Medium High

x

x

Social/
Policy

Elimination
(and reason)
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insurmountable problems need to be identified at this stage

in order to reduce the list. Remind participants of the four

areas of enterprise development; discuss each criterion and

give suggestions for any additional criteria. The criteria

illustrate the type of information that is needed to eliminate

non-viable products.

Few insurmountable constraints originate at the international

level for likely products. Most of the products that eventually

end up in international markets already have an existing

market channel through a likely buyer. Therefore, the main

information that is needed will originate from national-,

district-, or community-level resource people.

Step 6: Develop shortlists of the most viable products.

This step deals with the importance of eliminating non-viable

products in order not to waste time and sources in

developing products without a realistic market prospect.

Organise a workshop with resource people from the district

and national levels to gather information on the constraints

of products especially regarding policy and marketing. A

worksheet (refer to step 4) can be used with villagers and

collectors. Before using the worksheet, assist participants to

go through the existing list using a brainstorming session.

Usually participants can immediately see which products are

easy to develop into enterprises and which ones will

experience difficult problems. Some products can be

eliminated quickly if they have no known potential

commercial use, no market (local, national, or international),

or are banned from collection.

Once facilitators have conducted this workshop in all the

villages, a shortlist of products will be available from each

location. This information then has to be analysed at the

VDC and district levels to determine which products are the

most popular in all the locations and where the project can

have the greatest impact with support.

Step 7: Select potential entrepreneurs. Once a list of

potential products has been developed, it is important to

identify the people who have the aspirations and skills to be

involved. Raising awareness about the benefits of working

together, ensure that as many workshop participants as

possible should come to the next phase of workshops that

will be held during stage II. Additional participants with

specific skills or interests may need to be included in further

workshops. One of the benefits of working together is

overcoming market-related problems.
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GUIDELINES

1. A heterogeneous group in terms of wealth, gender balance, and economic activities should be targeted to

allow for social diversity. Each sub-group will have the opportunity to choose an enterprise strategy to reach its

own financial objectives.

2. If new activities are not sufficient to reach the economic objectives set by local entrepreneurs, then research

and study must be expanded to include strategies that are more complex.

3. District profiles may have already been prepared for some projects giving a good indication of the income needs

of the poorest population in any given district. However, once potential entrepreneurs are identified, this

information should be verified, particularly in the case of very poor people.

4. Factors that influence the performance of the market system originate at different levels. Entrepreneurs and

their facilitators must understand the context in which the enterprise will operate. This will help them to

identify the factors that may contribute to the success or failure of the enterprise.

5. Workshop participants in the community need an explanation of the tools to collect information.

6. Information on potential constraints at the national level can be obtained from resource people — such as

those from national-level NGOs. Invite these people to some of the stage I workshops, until they have a basic

knowledge of the major constraints at the national or international levels that would prevent the marketing of a

product.

7. Resource people from outside the area can provide information about potential opportunities that are not

apparent to local community members.

8. It is not always necessary to use the worksheet, if the reasons for the lack of viability are immediately obvious;

however, as in all participatory processes, if one spends more time on this process, there is less chance that a

vocal minority will dominate decisions for the community.

Use of Tools
Wealth ranking, participatory group discussion or personal interviews, focus group discussion,

semi-structured interviewing, and resource mapping.
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OVERVIEW

The primary objective of

stage II is selecting the

best products and making

a list of the opportunities

and positive aspects of

these products and the

constraints that need to be

overcome to improve the

current status.

It uses a rapid assessment to

measure and document

indicators of existing biological

characteristics of the selected

resources in order to understand their sustainable potential

extraction rate and the ways through which they are being

managed. This will provide important indications of how

resources should be managed, if an enterprise has to be

developed from one or several products.

METHODOLOGY

Step 1: Analyse the four areas of enterprise development.

Information should be collected for the analysis based on

the four areas of enterprise development. Please refer to

the checklist provided in the guidelines. At this stage, the

information should still be of an exploratory nature relying as

much as possible on existing sources and key informants.

Workshops are necessary in all the villages of a specified

project area in order to estimate the total existing

production of a particular product in all the villages, as well as

to get an overview of the communities interested in the

product. If products are shortlisted in several villages of the

project area, it is an added justification for organising a sub-

sector analysis. Please refer to the table on the next page.

Step 2: Select the most promising products. Having

gathered all the information on the four areas of enterprise

development according to the checklist, ranking can now

take place in order to assess how the products measure up

in comparison to each other. A sample worksheet is

presented in thorough detail on page 85 showing different

products relative to their market value. After filling in the

selection criteria forms for each product, entrepreneurs

should compare the scores. Products with the best total

scores are the most promising.

Display all the groups' forms on a wall. A discussion should be

facilitated according to the following steps.

- Point out the total scores for each product with each

group to determine which products scored the lowest and

highest. Group together those products with similar

scores.

Analysis
- selects the most promising products;

- examines data on products in more depth; and
- forms a team of interest groups to undertake stage

III as well as enterprise development.

Stage II: Analysis
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1. Selection of sub-sector: is this a sub-sector in which large numbers of the intended target group live? What is impor-
tant, interesting, or promising about the sub-sector?

2. Familiarisation with the sub-sector: what do the target group and other key actors have to say about the operations,
technologies, participants, and linkages within the sector?

3. Make a sub-sector ‘map’: what are the main operations or functions, participants, technologies, distribution or market
systems, product flows, production relationships, or other characteristics of the sub-sector?

4. Specify the working environment: how does the regulatory and institutional environment affect enterprises in the sub-
sector?

5. Analyse dynamics: what are the driving forces within the sub-sector and how do these interact? What are the opportu-
nities and constraints with regard to market demand, technological change, profitability of different niches, barriers to
entry, and input supply? What are the common perceptions of constraints and do these reflect actual constraints?

6. Explore sub-sector strategies and points of leverage: what are the main interventions planned? What interventions can
influence a large number of people? What types of institutional infrastructure, services, and skills are proposed?

- Compare the relative position of each product in one

group with the findings of another group and assess which

criteria are responsible for the difference in the scores.

- Identify the criteria and the reasons that contribute to

low scores in some products and discuss these with all

participants according to the four areas of enterprise

development.

- Summarise the discussion and form a consensus regarding

which products are the most important for more in-detail

evaluation and research, and select these products.

Data collection alone will have little, if any, use, unless

directed towards the implementation of activities. The

results of the sub-sector analysis can be used to study the

products more closely.

Step 3: Assess each product closely with the product

assessment table (PAT). Please refer to page 86. The PAT

helps entrepreneurs to analyse data in more depth. When

using the PAT, ask entrepreneurs to classify the

opportunities, constraints, and solutions within the four

areas of enterprise development to be able to later on

identify what type of support they need for each type of

constraint.

Sub-Sector Analysis Tool

Selection    Familarisation    Mapping    Analysis    Strategy

Process for Sub-Sector Analysis
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Step 4: Form interest groups for the selected products.

After the selection of the products, initiate interest groups

during the same workshop (step 3) with the following tasks.

- Remind entrepreneurs of the benefits of organising

themselves into groups.

- Ask participants to decide whether they want to create

interest groups.

- Ask and write on a large sheet of paper the names of the

participants who are most interested in developing one or

several products. The output will be a list of interest-

group initiators.

- Discuss the role of the initiators while creating interest

groups per product. Propose to the initiators and ask

them to go back to their villages or communities to meet

people who are involved in the same activities as they are,

and to explain the reasons that motivate the formation of

groups and to ask these people if they want to join one.

- Appoint one or two people as representative(s) of their

group for relations with people outside (such as a project,

bank, buyers, and other groups).

Women and men's groups each have their own expectations and concerns regarding a product and usually the results of

women and men's groups differ. These differences highlight the products preferred by women and men and the products

that both of them find equally important.

For example, in a workshop, men ranked honey, Jatamansi, and kutki with the highest priority. Alternatively, women gave

the highest rank to honey, allo bags, and guchi chyau. Jatamansi and kutki were of lower importance to them. Facilitators

were surprised that honey was ranked highly by both women and men. Honey plays an important role in the local economy

effectively replacing sugar, and its surplus can be sold or bartered. Although beekeeping and the collection of honey is

entirely in the domain of men, it was ranked high by women because activities related to the product do not involve extra

workloads for them, it is economically important, and its marketing is convenient — women may be involved in the selling of

honey. When traders come to their house while the men are out, women are able to negotiate a price or barter value.

Therefore, from this case study we see that although women and men agree on a common product, their rationale for it

differs.

Why Women and Men View a Product Differently
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Example of a Worksheet on Feasibility Ranking After Elimination
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A. Market/Economy
1. Market potential

2. Constraints to start-up

3. Margins/Profitability

Total

B. Environment/Resource Management
1. Impact of harvesting

2. Number of days available

3. Amount of time needed to find/harvest

Total

C. Social/Institutional
1. Distribution of benefits

2. Experience with the product

3. Gender impact

Total

D. Technology
1. Processing technology/locations

2. Processing skills and technology in
extraction/cultivation

3. Negative impact on environment

Total
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Product Assessment Table for Guchi Chyau (mushroom)

Market/Economy

� Very high price
� Many buyers come to the

houses and they compete
with each other, which raises
the price obtained by
collectors.

� Fluctuations in price
� Lack of capital
� Unreliable supply

� Understanding the price
trends with help from the
market information system

� Capital: a loan of NRs. 50,000
(US$ 600) can be taken from
Venture Capital Fund and the
rest from the local money
lender.

� Volume of collection: there is
enough resource to be able
to collect 20 kg from the
households in the area.

Environment/Resource
Management

� Collection is easy
� Abundant resources so long

as there is plenty of snow
the previous winter and a
good monsoon.

� The resource is not depend-
able from one year to the
next.

� Premature harvesting — small
mushrooms are collected and
do not get a chance to
increase to full size, so no
one receives the maximum
benefit.

� Build village awareness on the
need for high quality stan-
dards.

Social/Institutional

� Benefits both the poor
and the wealthier house-
holds.

� There are no legal restric-
tions and no permits are
needed for collection.

� There is high competition
between collectors.

� Cheating and lowering of
quality by collectors

� Community-based
organisations should make
rules on how to
standardise quality/rates
and deal with cheats.

Technology

� No specialised equip-
ment is needed for
drying and processing.

� Low quality drying
techniques with too
much smoke.

� There are no weighing
scales in the villages.

� Install a solar dryer.
� Dry in shade and not

directly above the
smoke of a fire.

� Purchase of weighing
scales by community
forest user group/
project

Opportunities

Constraints

Solutions
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GUIDELINES

1. Checklist for Collecting Information

Market/Economy: market channels can be studied in

several ways — such as using sub-sector analysis or

some form of rapid market analysis. Collect information

from different actors in the various marketing channels

(producers, traders, manufacturers, transporters, and

consumers) and from the different indirect actors.

Obtain information from enterprises of different sizes

and from different seasons.

Environment/Resource Management: many methods

can be used to obtain information about forests, trees,

and forest products. Formal forest inventories can

provide accurate information, but they are often time-

consuming and expensive. Therefore, one of the best

methods to collect data on resource management is to

conduct a rapid assessment of the sustainable supply of

forest resources. Develop products without destroying

the resource base. In CBFE, a product will be

considered, if its resource base will not suffer from an

increased harvesting rate, or if harvesting can be

supplemented or substituted by cultivation. Thus, it is

important to assess the forest and the status of the

resource and quantity available before starting a

business. Afterwards, regularly monitor the use of the

resource to gain insight into the environmental impact

of the enterprises’ activities.

Social/Institutional: the social dynamics in the

community will be an important factor to design the

organisational structure of the enterprise in stage III

and will determine the success or failure of the venture.

Analysis at the community level should include detailed

information about potential producers and the impact of

proposed activities on gender and disadvantaged

groups. This will determine the extent to which

entrepreneurs can achieve the following objectives:

- take advantage and benefit from the marketing

activities to evaluate their capacity in absorbing

technical assistance and access services;

- identify the level of interest and whether there are

any factors that prevent the participation of the

target group;

- identify the stakeholders in the community and how

they influence the marketing of products; and

- determine the stakeholders’ influence on

entrepreneurs in the future.

This information will be used to assess the direct and

indirect potential impact of proposed products on the

community, as well as design socially sensitive actions to

minimise (or eliminate) negative social impact.

Information will be collected on policy aspects of the

target group’s access and users’ rights to the resource.

The survey aims to assess the impact of policies, rules,

and regulations on commercialisation and trading of the

product. The role of local law enforcement agencies in

interpreting and applying these rules is assessed as well

as supporting policies such as subsidies or interest-free

loans.
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Technology: main issues to be addressed that relate to

the marketing of each product:

- assess the current level of technical skills for resource

extraction, post-extraction operations, processing,

and marketing; and

- evaluate how these technical skills can be improved to

meet the requirements of new markets and new

costs, such as technical improvements and services

required to maintain equipment.

For example, determine the processing, storage, and

transportation requirements for the selected products in

different seasons. Carry out studies on the

infrastructural situation that should include trails or road

access, communications, and availability/cost of energy.

This study can be conducted with local or national

professionals. For example, in the case of a small

enterprise, it is usually easy to get the price of simple

equipment from local sources, while for a larger-scale

enterprise, information will have to be obtained from

equipment distribution centres.

All components of the technical study should include

cost analysis. The analysis could indicate that the

proposed technology or skill training needed to bring a

competitive product to the market is too expensive

compared to the value of the product. Thus, the

product should either be eliminated or the design

altered and its feasibility studied.

OVERVIEW

The final stage of MAD is for entrepreneurs to develop and

implement a business plan for their enterprise. By now,

village entrepreneurs have prioritised several products and

enterprise opportunities and discussed possible strategies for

overcoming constraints. In this stage, additional information

on selected products is collected with the entrepreneurs to

verify the results of the feasibility studies. The objectives

and strategies of the enterprise are then finalised and

become the basis of the business plan.

Action
- develops a business and action plan;
- formulates different strategies for the selected

products; and
- seeks for financing as specified in the capital

needs’ statement.
Use of Tools
Sub-sector analysis and the product assessment table.

Stage III: Action
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METHODOLOGY

Step 1: Examine the business environment. The business

environment includes all the factors in the four areas of

enterprise development that can influence the collection of

resources, access to markets, market demand, processing,

and the distribution of the products. These are critical

factors for the success of the enterprise, the fundamental

conditions that have to be satisfied, if the enterprise is going

to be profitable, competitive, equitable, and sustainable in

terms of resource extraction.

The PAT is taken as the starting point for planning additional

information needs. The PAT for a particular product

developed by a number of villages in the project area is then

compiled in order to obtain an overview of issues affecting

that product.

Sub-sector analysis will assess the potential options for a

product in more detail based on the needs expressed in the

PAT for additional information. For example, additional

information from markets at the regional, national, and

perhaps international levels will be necessary, depending on

the scope of the product.

An assessment will be needed on the feasibility for village

entrepreneurs to access these markets. In order to help

village entrepreneurs decide which markets to target, a

study tour with focus on a few key products and their

existing markets can be organised with committed men and

women entrepreneurs selected by the community.

Step 2: Define the enterprise goals. The objective of this

step is to begin the process of putting specific ideas about

the enterprise into a format that will become the business

plan. For this, interested entrepreneurs need to combine all

the information and the analysis they have collected so far

about a potential product. Facilitators can then organise a

meeting with the entrepreneurs from each CBO and compile

all the information with them, while helping them to make

decisions about their proposed enterprise(s). The discussions

should take place with interested entrepreneurs as well as

members of CBOs who will be providing social collateral for

the entrepreneurs.

Once participants are assembled for a workshop, begin by

introducing the objective of the workshop, which is to

finalise the products that are going to be chosen for the

development of a business plan. After the introductory

session, members of the survey team will present any new

information obtained during the sub-sector analysis of step 1
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and initiate a discussion about unresolved issues. Hold a

discussion with the participants about the options for

overcoming constraints that were listed in the PAT in the

previous workshop (stage II, step 3), given the new

information obtained. As a result of this process, some new

ideas and additional action points may arise in order to verify

information or obtain new information that is still required.

Step 3: Initiate discussion for developing a business plan.

If enough information is available on any product, a detailed

discussion for developing the business plan for that product

can begin. Once it is clear which product to focus on,

smaller groups may be formed depending on the interest of

the participants. A group should only discuss one product at

a time, and the entrepreneurs that will be implementing the

actual business need to be present.

Begin by briefly describing all the elements in the business

plan in order to ensure that participants understand the

output at the end of the workshop. Ask them to brainstorm

about why they think preparing a business plan is a useful

process.

The business plan is particularly important when seeking

financing, because the target group must demonstrate the

following aspects:

- a clearly defined business concept;

- a working knowledge of the major functions of the

enterprise;

- a clear understanding of the market and competitive

environment in which the enterprise will operate and a

plan for exploiting the opportunities that have been

identified;

- a realistic estimate of the financial needs of the venture;

and

- convincing and well-documented arguments for why and

how the business will succeed.

Step 4: Prepare a summary of the discussion. Each of the

boxes listed below provides an opportunity for a discussion

session with workshop participants. By leading this

discussion, facilitators can ensure that the critical factors for

the success of the enterprise have been discussed with

community members and with the entrepreneurs who will

be involved to run the enterprise and take risks with their

investments. The business plan consists of the following

boxes:

Box 1 Description of the enterprise: goals and mission

Box 2 Unique features and competitive advantages

compared to similar products

Box 3 Location of enterprise and collection area

Box 4 Geographical market coverage or point of sale

and targeted markets, customers, and

promotion strategies

Box 5 Sales’ targets

Box 6 Production process and permit requirements

Box 7 Payment system and organisation structure

Box 8 Risk assessment (in words) and strategies to

minimise risks

Boxes 9 - 18  Financial plan

Boxes 19 - 21  Environmental, social, and technical

strategies

Box 22 Conclusion
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Step 5: Develop a business plan and action plan. Once the

smaller groups that are interested in a specific product are

assembled, use flip charts to go through the PAT and each

of the boxes in the business plan at the same time. Initiate

discussions on all the issues in the PAT and once there is

understanding and consensus, the outcome is entered/

written in the appropriate box on a flip chart.

Discussions that take place while addressing boxes one to

eight of the business plan result in an action plan. By the

end of the workshop, a series of flip charts will have been

posted that clearly spell out all the elements of the business

plan and action plan and can be reviewed and changed by

participants if necessary.

The added advantage of using flip charts is that it presents

the results of the discussion very clearly to the participants

and they can copy it down for themselves as well as keep

the flip charts in order to display them later in CBO

meetings. Facilitate discussions with the participants

regarding the costs and benefits of the various processing

options available and the markets that the entrepreneurs

want to target based on the information collected until

now. Please refer to page 98 for a business plan format.

Step 6: Discuss the goals (economic objectives) and mission

of the enterprise. Goals can begin to be discussed at this

time. For example, discuss the estimated volume of a

product that the enterprise will collect and sell in the next

season and the target price that the entrepreneurs hope to

obtain. Goals are determined by several factors:

- resource availability;

- ability of the entrepreneurs

to compete with other local

buyers in order to obtain the

product from the collectors;

and

- the turnover required being

consistent with expenses and

profits.

Define these economic

objectives as in stage I, step 2.

Similarly, discuss the mission of

the enterprise. In simple terms,

entrepreneurs should be clear

on the quality requirements of

their targeted markets.

Once the goals and the mission are clear, remind participants

of all the issues that were listed in the PAT. The

entrepreneurs will discuss whether it is realistic to try to

overcome each of the problems. If they decide to overcome

the problems, this is listed in the action plan as an objective.

Please refer to the table on page 93.

Step 7: Develop strategies for enterprise development.
After going through all the issues in the PAT and identifying

economic objectives with the participants, some specific

strategies can be discussed and an agreement can be

reached on the best follow-up actions needed for reaching

the objectives. These strategies are then entered into the

appropriate boxes of the business plan and action plan.
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The marketing mix is the framework used on which

marketing strategies are developed. Also known as the ‘5Ps’,

the marketing mix consists of product, price, place, people,

and promotion. The entrepreneurs can use the marketing

mix as a framework and check-list to ensure that no critical

factors are left out of the strategy development.

Two games can reinforce the importance of developing

strategies for enterprise development. They are the buyers

and sellers’ game and strategy development game.

The table on the next page provides a framework on how

the action plan can be developed for a certain product. In

this case, among the 5Ps (product, price, place, people, and

promotion) regarding market/economy, information related

to ‘price’ has been presented.

Step 8: Study the product and its market options. Facilitate

a discussion on issues related to product development,

production, and quality. Once the discussion is over, the

conclusion is entered into box 2 (unique features and

competitive advantages compared to similar products), box

3 (location of enterprise and collection area), box 6

(production process and permit requirements), and box 7

(payment system and organisation structure).

The enterprise may consider developing more than one of

the product options thereby creating a product mix. A well-

balanced product mix spreads out the risk factor over several

different products and improves competitiveness by offering

new products to customers.

There are four possibilities for products and markets and

each possibility has a different type of strategy. Please refer

to page 95. Discuss these with the members of the target

group and help them decide which combinations of product

and market strategies are appropriate for their enterprises.

The conclusion of the discussion is then entered into box 5

(sales’ targets) of the business plan. The figure on page 96

illustrates the various possibilities for products and markets

and the profit and risk factors associated with each option.

Step 9: Determine pricing. Correct pricing is critical to the

success or failure of a business. Price determines how much

profit is made. If prices are too low, the enterprise cannot

cover costs; if prices are too high, there are not enough

sales. Enter the outcome of the discussion on prices into

box 5 (sales’ targets) of the business plan.

Information gathered during stage I and stage II is verified

with the data collected during stage III (step 1) for a

discussion on pricing with the entrepreneurs. For example, it

is critical to include the following information in the analysis:
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Example of a Flip Chart for Developing the Action Plan (for guchi chyau)

Goal

Mission

Market/
Economy
(Price)

Environment/
Resource
Management

Social/
Institutional

Technology

PAT issue

� Fluctuating
price

� Competition
amongst
buyers

� Lack of capital
� Packaging

and drying
� Quality needs

to improve

� Resource is not
dependable.

� Season is short.
� Premature

harvesting
takes place.

� Predators in
the forest
bite collectors.

� Taxes have to
be paid to
insurgents.

� Lack of links
with Chambers
of Commerce

� Difficulty to
obtain export
permits

� Difficulties in
drying if it rains.

� Low-quality
drying

� Adulteration
by collectors

� Lack of
collection
baskets and
weighing scales

Objectives

� In order to overcome
fluctuations in price and
obtain better market
information, the
collectors will develop a
system to receive
monthly price updates
and will obtain capital in
order to be able to
store mushrooms until
the prices increase.

� Setting fire to the
forest will be
discouraged.

� Awareness will be
raised to ensure only
correct species of guchi
chyau are collected.

� Safe picking practices
will be discussed.

� Ensure that there are
sustainable links
between the entrepre-
neurs and potential
service delivery institu-
tions based on the
anticipated needs of
the enterprise.

� To improve drying
processes and
technology

Strategies

� Market information will be
disseminated every month
using printed bulletins and
the FECOFUN radio programme.

� Mechanisms for dissemination
of price information will be
discussed with CBOs and
piloted.

� The forest will not be sub-
jected to any environmental
damage while mushrooms are
being collected and no chemical
substances will be used for the
drying, colouring, or preserva-
tion of the mushrooms.

� Identify the most useful
institutions and initiate links
with them.

� Introduce household-based
solar dryers, such as the ones
already in use in the area.

� Select a secure location and
put a lock on the dryer.

� Organise several households to
share a dryer on a rotational
basis and assign one person
to be responsible for it.

� Provide training on how to
improve drying indoors based
on customer requirements.

Actions

� Facilitators will get
suggestions from CBOs
about the best way to
disseminate market
information.

� Awareness-raising and,
if necessary, training will
be organised by facilitators
and resource people and
given to collectors.

� Identify and contact potential
service delivery providers
based on the action plan.

� Organise training.
� Evaluate the performance

of the institution with the
clients (entrepreneurs and
facilitators).

� Assess whether to develop
long-term links or not.

� Select households
and install solar dryer.

� Provide training on
improved smoke-free
drying methods.
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- the prices that other businesses charge for the same or

similar products;

- the price potentially paid by target customers for all

different qualities of the product;

- total collection, production, management, and marketing

costs; and

- the amount of profit needed from the business (that is,

the profit margin after paying for production,

management, and marketing costs. This is distributed to

business owners or reinvested in the business).

The price of a product should cover the following costs and

provide a profit margin, otherwise the business cannot

survive:

- the cost of production of the goods and their shipping;

- the overhead costs of the business (including depreciation

and financing charges);

- the salary of the members of the target group and staff

(using the economic objectives in stage I, step 2 as a

guideline); and

- the repayments to investors.

Step 10: Identify the needs of customers. It is important

to know the customers and find out what price they are

willing to pay for what level of quality. Entrepreneurs’

objectives to convince customers to buy their product are

part of the mission of the enterprise as well as part of box 2

(unique features and competitive advantages compared to

similar products). Many customers are concerned about fair

trade strategies and the sustainable use of natural

resources. This information is important and is discussed

when addressing boxes 19 to 21 (environmental, social, and

technical strategies).

Customers are often influenced by seasonal changes in price,

which are based on the supply and demand of a product.

They do not always trust their suppliers, and it is important

to understand the concerns that they have about

maintaining quality and the experiences they have had in

the past with collectors. Stakeholder workshops with

customers as well as one-to-one interviews during feasibility

studies in stage II or during stage III, step 1 will have

provided this kind of information.

Step 11: Plan a distribution system. In many instances,

products such as trees are gathered in remote areas.

Getting the product from the village to the buyer requires a

well-planned distribution system. In the existing market

channels, transactions usually take place between village

traders and agents who buy for processing firms.

When there is an attempt to increase market share and

compete with other similar products, the relationship with

the wholesale or retail distributors becomes very important.

Distributors expect terms of payment that compare

favourably with those for competitors.
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Possibilities for Products and Markets and Their Strategies

Option 1: continue making existing products for existing markets (low risk)
To expand sales in the existing markets with the same product, the target group should carry out the following tasks:

� attract new customers;
� convince present customers to increase purchase (‘increase orders’);
� improve the quality of existing products;
� intensify promotion or information about the product (this is why companies have a sales’ force, why they advertise,

and why they are concerned about ‘brand recognition’); and
� adjust prices.

Option 2: continue making existing products and adding new markets (medium risk)
For this, the target group should carry out the following tasks:

� conduct a market study to discover new markets;
� study new trends to identify emerging markets;
� search for market niches (place);
� focus on serving customers in a section of the market more efficiently or effectively than competitors; and
� investigate the export market.

Option 3: introduce new products to sell to existing markets or market channels (medium risk)
Increase sales of new products with an established customer base by carrying out the following tasks:

� conduct a market study among established customers to find out their needs;
� conduct research and development activities to create new products; and
� conduct promotional activities targeted at the established client base.

Option 4: introduce new products to sell to new markets (high risk)
Target new markets with new products by carrying out the following tasks:

� identify a new product and the proper niche (clientele);
� conduct research, development activities, and pilot testing;
� conduct aggressive and well-designed promotions to enter a new market; and
� set up strategic partnerships with distributors with networks in the targeted market.
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GUIDELINES

1. Market information systems for prices may be

necessary for collectors and local entrepreneurs to

have a better understanding of the past and

current price trends and the timing, direction, and

extent of price fluctuations for specific products.

2. A business plan minimises the possibility of failure

and maximises the likelihood of success by:

- encouraging entrepreneurs to think carefully

about all aspects of the business;

- gathering information to make an informed

estimate of the probability of success and the

degree of risk;

- committing thoughts and ideas to paper so that

these can be evaluated both personally and by

an outsider;

- examining the strengths and weaknesses of the

business relative to its competitors;

The following information that was collected in stage II and

stage III, step 1 will help to plan a distribution system:

- types of transportation required to get the product or

service to the public;

- distributors of the product (which ones are useful and

which ones are useless);

- time and costs involved to get the product or service to

the market; and

- promotion strategies that include distribution networks.

Step 12: Look into different options for promotion. There

are many options for promotion depending on the product

and the means available to the target group.

Assess the following information from stage II and stage III,

step 1 to develop a strategy for promotion:

- features of the product that help people recognise it as

distinctive and which will encourage them to buy it;

New Product
New Market

Pr
of

it

Risk

Existing Product
New Market

New Product
Existing Market

Existing Product
Existing Market

Possibilities for Products and Markets and
Their Risk Factors

- forms and costs of promotion to reach the greatest

number of people; and

- different target market segments (niche markets) and

consequent effects on promotion and packaging.

Certification is a means of promotion, which is becoming

increasingly important as a way of opening new markets to

community-based enterprises. If entrepreneurs are going to

certify their product, they need to be clear on the costs

and benefits of the various options and need to maintain

the mission of the enterprise.
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commercialised or their value increased. In addition,

using information gathered during stage II (for example,

sustainable harvest), group members should choose

management regimes and identify the training they

need and the partners that can provide technical

expertise.

6. The social and institutional strategy should include the

following aspects:

- social and equity relationships between men and

women enterprise participants;

- the organisational set-up of the business;

- methods for community members; and

- participation of disadvantaged members of the

community in the planning activities.

This ensures that participation, decision-making, and

distribution of benefits are equitable and reach the

intended target groups. Institutional issues include the

legal aspects that regulate the enterprise, the impact of

policies, and the organisation needed for entrepreneurs

to maintain links with supporting institutions at all levels.

7. While developing the technology strategy, facilitators

should help group members choose the production

technology, processing methods, equipment, and

packing methods and materials. Assist the group to

select technological options that best integrate the

values and concerns of ecological, social, market, and

economic areas of development. Production strategies

and their associated costs should ensure that the

market price for a product includes a good profit margin.

When upgrading or implementing technical equipment,

enterprises should ensure environment friendly methods

and processes.

- formulating realistic and attainable goals;

- providing the means for managing the business by

using the plan as an operating tool; and

- providing a framework for gathering and examining

information and assessing progress.

3. The purpose of the business plan is to request a

loan, while the action plan is mainly a management

document for the entrepreneurs to monitor their

business.

4. Marketing strategy decisions will vary according to

which of the four products or market options are

chosen (refer to page 95). In order to develop a

market strategy, use information gathered on the

products in stage II that includes the following

aspects:

- cost of collecting, processing, and transporting the

products;

- skills and equipment necessary to produce the

products according to the needs of the buyers;

- grading, cleaning, and packaging of the product as

requested by the buyers;

- standards of quality that export and import

regulations require; and

- pricing according to the stage of the product’s life

cycle (introduction, growth, maturity, saturation,

and decline).

5. When developing a resource management strategy,

use information such as an forest user group (FUG)

inventory in order to obtain a good understanding

of the users of the resource and the potential

conflicts that might arise once products are

Use of Tools
The product assessment table and sub-sector analysis
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3. Variable Expenses

  AvailabilityItem          Quantity     Rate          Total

Total

3.1 Raw material

Product/Services         Quantity     Rate          Total

Total

3.3 Other expenses

Description          Quantity     Rate          Total         Source

Total

3.2 Labour

Business Plan Format

Business name:
Group name:
Entrepreneur's name:
No. of group members:
Address:

Name of group representative:
Individual or group's introduction and
experience in business:

Personal/Group Profile

2. Production Plan

2.1 Production process (flowchart) and permits:
2.2 Organisation set-up of the enterprise:
2.3 Operating cycle (weekly/monthly/yearly):

Item          Quantity     Rate          Total

Total

2.4 Fixed assets needed

1.1 Description of the product/service:
1.2 Features and competitive advantages compared to

similar products/services:
1.3 Location of the enterprise:
1.4 Targeted customers and market area coverage:
1.5 Promotional measures for selling the

product/service:
1.6 Annual/monthly sales’ targets:

1. Market Plan

Product/Service Quantity Rate Total

Total

1.7 Basic Assumptions:
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3.4 Cost price per unit

Cost of raw material (3.1) ..........
Cost of Labour (3.2) ..........
Other expenses (3.3) ..........

Total variable costs ..........

4. Financial Plan

4.1 Total capital needed (fixed capital and working capital)

a) Fixed capital (2.4) ...........
b) Working capital

� Raw material (3.1) ...........
� Labour costs (3.2) ...........
� Other expenses (3.3) ...........
   Total ...........

c) Total capital needed ...........

4.2 Sources of capital

� Own investment ..........
� Loan ..........
� Others ..........
  Total ..........
(total should match 4.1)

+

Note: if there is more than one product and/or service,
the calculation has to be made for each product or
service separately.

Cost price per unit = Total variable costs
  Production units

= ..........

4.3 Interest

Monthly interest rate (%) x
number of months x
total loan amount =
total interest

4.4 Profit and loss

a) Income (take from 1.6)
b) Expenses

� Raw material (3.1) ..........
� Labour costs (3.2) ..........
� Other expenses (3.3) ..........
� Interest (4.3)
   Total expenses ..........

c) Profit or loss (a - b) ..........

4.5 Return on investment/Repayment

Return on investment (ROI)
Profit (4.4.c) ..........

.......... x 100% =
Total investment (4.1 c) ..........

5. Strategies

5.1 Environmental strategy:
5.2 Social strategy:
5.3 Technology strategy:
5.4 Risk assessment:

6. Conclusion


