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Introduction

Running the own business in parallel to their carrier is the dream of many professionals.

A co-worker asked us to analyze the best option for him to open his own car wash service. There is not enough information in the market or any statistic study to support him in this decision.

We decided to use the super decisions software to support and help him in this important decision.

The decision of where to place a car wash turns into a complex decision if we evaluate benefits, costs, opportunities and risks in terms of competitors, financial, fill rate, opportunity to expansion and operation perspectives.

Our goal is to decide where to open a car wash. 

We have two options: open a car wash on a high cost/high revenue place/niche or open a car wash on a low cost/low revenue place.

The goal, criteria and alternatives are shown below:
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To analyze benefits of each option we choose the following structure:
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We analyze the competitors benefit in terms of how brand awareness could help in each case and in terms of how many competitors we will have in each place.
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We got the following results:
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It shows that on a high Cost/high Revenue place we will benefit more from brand awareness and less competitors than in a low Cost/low Revenue place.

We analyze Benefits gained from financial perspective, with the criteria below:
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We will get more free cash flow from a high cost/high revenue place.

In terms of Fill Rate, how much cars per month we will get on average on each option, we have the following criteria and results:
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A low cost/low revenue place will benefit from a higher fill rate than a high cost/high revenue place.

We analyzed costs in terms of financial and operational costs, as shown below:
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On the financial field, we analyze the investment needed to open the business in each niche:
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The results indicated that it is necessary to invest more on a high cost/high revenue place niche.

On operational field, we analyze the options from the monthly cost needed to operate the business in both options.
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As expected, to fully reach the high revenue niche demand is necessary more investment in infrastructure and service.

Opportunities could be defined in terms of expanding the business by opening new sites, based on each niche demand.
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The results show that a high cost/high revenue niche provides more demand to expand the business.

We analyzed risks from three standpoints: 

1. The financial risk means a variation on the initial investment needed to start running the business: the equipment is imported so currency exchange has a great impact on its price, in case of the need to advertise more than expected.

2. Free cash flow being less than planned due to not planned extra costs and overestimated sales.

3. The operational cost being higher than expected due to probable increase on water tax rate, increase on suppliers price and equipment maintenance.
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The synthesis analyzes shows that the high cost/high revenue option has more financial risk because any variation on the budget plan has a greater impact when comparing two the low cost/low revenue one.

There is a risk related to not achieving the sales target due to high competitiveness and bad decision in price estimation.
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The synthesis analyzes shows that the high cost/high revenue option has more fill rate risk because customers have more options for this service and because the price of their cars are higher there is a tendency of loyalty to the existing players putting a barrier for the new enters.

Regarding the rate and importance analysis we get the following results:
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Comparing the key strategic factors for a successful business analysis (competitors, customers and ROI) to BOCR, we confirm that ROI is fundamental for running the business, followed by customers and in a lower level of importance, the competitors. 

Below we show the sensitivity graph for benefit:
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The sensitivity graph shows that in the begging financial, competitors and fills rate variables acts favoring the low cost/low revenue option, which is changed in a middle term. In a long term, this change can be explained by higher ROI on the high cost/high revenue local.

The sensitivity graph for costs is presented below:
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The sensitivity graph confirms what we stated above that the financial and operational costs impacts are higher on the high cost/high revenue option.

The sensitivity graph for opportunities is presented below:

[image: image24.png]Sensitivity analysis for Super Decisions Main Win....
Ele Edt Hep
0

08

08

04

02

Expeiinents

01 High Cost/High Revenue Place 1 [
02 Low Cast/Low Revenue Place 2| 0445

[Fiorty: Oppofunites  [0252661052631





Again there is an inversion between the two lines, but in this case it can be explained by the potential of business expansion is greater in the high revenue niche, because they have more income to demand more frequent this kind of service.

The sensitivity graph for risks is presented below:
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As expected the high cost/high revenue option is more risky than the other one, because, as mentioned before, any variation on the budget plan has a greater impact when comparing two the low cost/low revenue one.

Conclusion

After analyzing all variables in this decision making process we found that running the wash car business is more appropriate in a low cost/low revenue niche as shows in the table below
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As described in this study the cost and risk associated to the high cost/high revenue option doesn’t compensate its benefits and opportunities.

As mentioned in the introduction, there is no information to compare the results of this study, but analyzing the market and the economical scenario in Brazil today, we reach, from our point of view, a pretty realistic result.
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