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[bookmark: _Toc415143422][bookmark: _Toc415154318]Unit of Competency
Application

This unit describes the skills and knowledge required to research and develop an integrated business plan for achieving business goals and objectives.

It applies to individuals who operate a small business that operates independently, or as part of a larger organisation. Individuals in this role interpret business information and numerical data competently and are skilled communicators.

No licensing, legislative or certification requirements apply to this unit at the time of publication.

Unit Sector

Management and Leadership – Small and Micro Business

[bookmark: _Toc329018037]

[bookmark: _Toc329018038]Performance Criteria
	Element
Elements describe the essential outcomes.
	Performance Criteria
Performance criteria describe the performance needed to demonstrate achievement of the element.


	1. Identify elements of the business plan
	1.1 Identify purpose of the business plan
1.2 Identify and review essential components of the business plan
1.3 Identify and document business goals and objectives as a basis for measuring


	2. Develop a business plan
	2.1 Research resources, legal and compliance requirements, specifically in relation to work health and safety (WHS), in accordance with business goals and objectives
2.2 Research market needs, and market size and potential
2.3 Identify sources and costs of finance, from financial plan, to provide required liquidity and profitability for the business
2.4 Identify methods, from marketing strategies, to promote market exposure of the business
2.5 Identify methods/means of production/operation from production/operations plan to conform with business goals and objectives
2.6 Identify staffing requirements to effectively produce/deliver products/services
2.7 Identify, assess and prioritise internal and external risks
2.8 Identify specialist services and sources of advice, where required, and cost in accordance with available resources


	3. Develop strategies for minimising risks
	3.1 Identify specific interests and objectives of relevant people and seek and confirm their support of planned business direction
3.2 Identify and develop risk management strategies according to business goals and objectives, and relevant legal requirements
3.3 Develop a contingency plan to address possible areas of non-conformance with the plan






[bookmark: _Toc415143424][bookmark: _Toc415154320]Foundation Skills
This section describes language, literacy, numeracy and employment skills incorporated in the performance criteria that are required for competent performance.
[bookmark: _Toc329018040]
	Skill
	Performance
Criteria

	Description

	Reading


	1.1-1.3, 2.1-2.7, 3.1, 3.2
	· Identifies, analyses and evaluates complex workplace documentation during planning process


	Writing
	1.3, 2.3-2.7, 3.1-3.3
	· Prepares written reports and workplace documentation that communicate complex information clearly and effectively


	Oral Communication
	3.1
	· Articulates ideas and requirements clearly and creatively based on techniques appropriate to assess business performance 


	Numeracy
	2.2, 2.3, 2.5-2.7
	· Interprets numerical information to determine prospective markets, resource allocations and business profits/losses


	Navigate the world of work
	2.1, 3.2
	· Appreciates implications of legal and regulatory responsibilities related to own work


	Interact with others

	
	· Looks for strengths in others, finding ways of working with and building on these and sharing own knowledge and experience freely


	Get the work done
	1.1, 1.2, 2.1-2.7, 3.2, 3.3
	· Uses a combination of formal, logical planning processes and an increasingly intuitive understanding of context to identify relevant information and to evaluate alternative strategies
· Implements actions as per plan, making slight adjustments if necessary, and addressing some unexpected issues
· Makes a range of critical and non-critical decisions in relatively complex situations, taking a range of constraints into account
· Identifies concepts, principles and features of approaches in use in other contexts, and redesigns these to suit own situation
· Uses formal and informal processes to monitor implementation of solutions and reflect on outcomes




[bookmark: _Toc415143425][bookmark: _Toc415154321]Assessment Requirements
Performance Evidence

Evidence of the ability to:

· Develop a business plan which provides for finance, marketing and provision of products/services to facilitate all business goals and objectives
· Identify and plan all work health and safety (WHS) responsibilities
· Identify and assess internal and external risks to the business
· Develop risk management strategies including a contingency plan for non-conformance

Knowledge Evidence

To complete the unit requirements safely and effectively, the individual must:

· Discuss commonwealth, state/territory and local government legislative requirements and industry codes of practice relating to small business planning
· Explain methods of evaluation
· Summarise WHS responsibilities and procedures for identifying hazards relevant to the business
· Outline planning processes
· Describe preparation of a business plan
· Identify principles of risk management relevant to business planning
· Outline common risks particular to the small business type or industry
· Explain reasons for, and benefits of, business planning
· Clarify relevant industry codes of practice
· Outline setting goals and objectives
· Explain types of business planning – feasibility studies; strategic, operational, financial and marketing planning

Assessment Conditions

Assessment must be conducted in a safe environment where evidence gathered demonstrates consistent performance of typical activities experienced in the Management and Leadership – Small and Micro Business field of work and include access to:

· Office equipment and resources
· Relevant legislation, regulations, standards and codes
· Relevant workplace documentation
· Case studies and, where possible, real situations
· Interaction with others.

Assessors must satisfy NVR/AQTF assessor requirements.

Links

Companion volumes available from the IBSA website: http://www.ibsa.org.au/companion_volumes

[bookmark: _Toc415154322][bookmark: _Toc449430430]Housekeeping Items
Your trainer will inform you of the following:
· Where the toilets and fire exits are located, what the emergency procedures are and where the breakout and refreshment areas are.
· Any rules, for example asking that all mobile phones are set to silent and of any security issues they need to be aware of. 
· What times the breaks will be held and what the smoking policy is.
· That this is an interactive course and you should ask questions.
· That to get the most out of this workshop, we must all work together, listen to each other, explore new ideas, and make mistakes. After all, that’s how we learn.
· Ground rules for participation:
Smile
Support and encourage other participants
When someone is contributing everyone else is quiet
Be patient with others who may not be grasping the ideas
Be on time
Focus discussion on the topic
Speak to the trainer if you have any concerns
[bookmark: _Toc326743762][bookmark: _Toc328654778][bookmark: _Toc330386597][bookmark: _Toc415154323][bookmark: _Toc449430431]Objectives
· Discover how to identify elements of the business plan
· Know how to develop a business plan
· Learn how to develop strategies for minimising risks
· Gain skills and knowledge required for this unit 


[bookmark: _Toc449430432]1. Identify elements of the business plan

1.1 	Identify purpose of the business plan
[bookmark: onepttwo]1.2 	Identify and review essential components of the business plan
[bookmark: oneptthree]1.3 	Identify and document business goals and objectives as a basis for measuring business 	performance
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[bookmark: _Toc449430433]1.1 – Identify purpose of the business plan
[bookmark: _Toc449430434]Business plan
A business plan will be dictated by business opportunities.
Business opportunities may be influenced by:
Amount and types of finance available
Expected financial viability
Skills of operator
Details of ownership/management
Finance, expenditure statement
Balance sheet and cash flow forecast
Projections for the initial years of operation assumptions underlying the business plan
Expected level of inflation and taxation
Expected trend of interest rate
Capital expenditure and its timing
Stock turnover
Debtors collection period
Creditor payment period
Level of risk involved, risk assessment and management
Market focus of the business
Marketing requirements
Need to raise finance and requirements of lenders
Organisation/operational arrangements
Proposed size and scale of the business
Recognition of any seasonal or cyclical (time-based) elements which are crucial to the success of the business
Resources required and available
Sources of funding
Specialist services and sources of advice that may be required
Staffing
Stages in the business development.
Strategic business planning is the process of road mapping the direction of your company, in such a way that it ensures that you achieve the milestones that you have set. A good business plan is actually an evolution. It never reaches a conclusion, but continues to be reviewed.
A business plan, in its simplest form, will usually define where you want your business to be within a certain period of time (usually five years) and how you plan on getting there. A business plan is as important for starting a business as blueprints are for building your house.
A business plan is a document that sets-out and justifies your business idea in a logical framework. It is a blueprint for the business and is vital if you are going to approach potential investors and funders.
Drawing up a business plan will help you to identify your strengths and weaknesses, key areas where you need to develop expertise and the financial risk involved in setting up the business. It represents the dynamic process of planning and reviewing the business agenda over time, and it should be continually updated.
A business plan has three primary functions:
To serve as an action plan
To serve as a road map
To serve as a sales tool.


[bookmark: _Toc449430435]Activity 1A
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[bookmark: _Toc449430436]1.2 – Identify and review essential components of the business plan
[bookmark: _Toc449430437]1.3 – Identify and document business goals and objectives as a basis for measuring business performance
[bookmark: _Toc449430438]The components of a business plan
	Component of a business plan
	Description

	An executive summary
	The major points of your business plan in two pages or less

	Company overview / Statement of purpose for the plan
	Your mission, vision, values, products, unique attributes, and the business opportunity you are planning.

	The market /
Business environment / Competition and feasibility study
	An analysis of your industry, your marketplace, your customers, your competition, and how you stack up.

	Strengths and weaknesses / Company description
	The capabilities that give you a unique advantage over your competitors including your management, technology, operations, distribution, service, finances, and marketing

	Company strategy /Marketing mechanisms

	Your roadmap to the future including how you will manage the opportunities and avoid the threats. Your growth plans, your marketing plan, and even your exit strategy

	Financial review /costing and cash flow / selling and pricing
	The state of your finances, including your income statement, balance sheet, cash flow statement, profit projection, and budget

	Action plan /resources / timescales
	Steps you will take to implement your business plan to meet your goals and objectives



Other KEY elements of the Business Plan that will require review include:
A review of the history and ownership structure of the business
A review of the current and future business targets that the company intends to pursue over the period of the plan. 
Target analysis: Accurately documenting the facts of each and every target:
Current method of operation
Market preferences and why
Preferred contractors, name and costs if applicable
Potential products in the target period
Relationships
[image: ]Length of any current contracts
Contact details.
Business goals and objectives may include:
Customer needs/marketing projections
Family or community benefits
Financial projections
Goals, objectives, plans, systems and processes
Lifestyle issues
Market focus of the business
Proposed size and scale of the business
Short – medium- or long-term goals
Social responsibility.
When considering the business goals and objectives you may consider them to be much the same thing. An “Objective” is generally regarded to be a specific description of what is required to be achieved. An objective is usually described using objective style language, precise and non-emotional.
For example: “My objective is to increase my sales target to wholesalers by 15% or to a net result of $25,000 per period.”
[image: ]An objective is also described as: (S.M.A.R.T) 









A “Goal” is usually regarded as a more general description. It is described in terms such as “you would like to achieve” rather than specific terms in an objective.
The significant difference is that there is no pressure to be specific and it usually is acceptable to use emotional language.
Goals are high level statements that provide overall context for what the project is trying to achieve, and should align to the business goals. Unlike objectives which are statements that describe the specific, tangible products and deliverables that the project will deliver.
One of the goals of a person or organisation might be to "increase the overall satisfaction levels for clients calling to the company helpdesk with support needs".
[bookmark: _Toc449430439]How and where to best use goals and objectives
Use “Goal” language here:
If you are brainstorming your BUSINESS PLAN, using imagination or developing a vision, the less formal “goal” descriptions have strong advantages
In most creative instances, people generally use conceptual thought processes
If you have to comply with the S.M.A.R.T objective rules, creativity could be compromised. In the case of the business plan development, this could discourage innovation. 
To convert goals into effective action plans, we use a process called “strategy formation”:
Strategy – assists the design of the business plan and how the organisation is to carry out the business
Formation – involves exploration, the search for new advantages and business possibilities. 
The purpose of the strategy is to handle all of the ‘how to” issues:
When you have prepared your business planning strategy correctly, this is where writing “objectives” comes in
The writing of objectives can be a good initial test for your strategy
If you are struggling to specifically describe exactly what needs to be done, it’s a signal that your strategy could be shaky or unsound
When your strategy is well designed, the writing of specific or S.M.A.R.T objectives is reasonably straightforward. 


[bookmark: _Toc449430440]Activity 1B
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[bookmark: _Toc449430441]2. Develop a business plan

2.1 	Research resources, legal and compliance requirements, specifically in relation to work health and safety (WHS), in accordance with business goals and objectives
2.2 	Research market needs, and market size and potential
2.3 	Identify sources and costs of finance, from financial plan, to provide required liquidity 	and profitability for the business
2.4 	Identify methods, from marketing strategies, to promote market exposure of the 	business
2.5 	Identify methods/means of production/operation from production/operations plan to 	conform with business goals and objectives
2.6 	Identify staffing requirements to effectively produce/deliver products/services
2.7 	Identify, assess and prioritise internal and external risks 
2.8 	Identify specialist services and sources of advice, where required, and cost in accordance 	with available resources 

[image: ]


[bookmark: _Toc449430442]2.1 – Research resources, legal and compliance requirements, specifically in relation to work health and safety (WHS), in accordance with business goals and objectives
[bookmark: _Toc449430443]Requirements of the business plan
Before highlighting a specific area, such as WHS (Workplace Health and Safety), the business, the market needs, costs and finance, let’s look at a “typical” listing of a business plan index of all these areas to be covered.
Business plan – table of contents 






































[bookmark: _Toc449430444]Legal and compliance requirements
Workplace health and safety (WHS)
Workplace health and safety (WHS) in Australia aims to prevent injury and disease to persons in the workplace. New national WHS laws were introduced in January 2012 to harmonise the law across Australia as all states and territories had their own specific laws in relation to WHS. Whilst it is not compulsory for each state and territory to comply with the national laws many have adapted them to suit their individual needs. For information on which new laws your state or territory has adopted, visit the government’s website at http://www.business.gov.au/business-topics/employing-people/workplace-health-and-safety/Pages/workplace-health-and-safety-in-your-state-or-territory.aspx 
Employers must still comply with the state, territory or Commonwealth legislation which applies to them.
Workplace health and safety issues must include:
Identification of specific hazard issues such as occupational violence, security, manual handling, equipment and hazardous substances
Management of the organisation and operation of WHS as part of the business plan
Procedures for managing hazards in the workplace (identify, assess and control)
Provisions for ensuring safety of members of the public and contractors visiting the premises/worksite
Research resources, legal and compliance requirements, specifically in relation to workplace health and safety (WHS).
WHS legislation and codes of practice may include:
Common law duties to meet the general duty of care requirements
Health and safety representatives and health and safety committees
Prompt resolution of health and safety issues
Provision of information, induction and training
Regulations and approved codes of practice relating to hazards present in work area
Relevant state/territory legislation
Requirements for the maintenance and confidentiality of records of occupational injury and disease.
	WHS Provisions (Nationally)
	Despite each jurisdiction having its own legislation, they are all similar in their intentions and in many of their provisions. 
Common to all are:
· Support for WHS in the workplace
· Provision of systems of work that are safe and without risk to health
· Prevention of injury and disease
· Protection of the general public’s safety and health
· Inspectors
· Regulations
· Enforcement.

	WHS Legislation

	Workplace health and safety (WHS) legislation exists at State, Territory and federal levels. Private sector businesses are covered by State or Territory Acts.
The content of the legislation is comprehensive, and each Act has individual differences, but their basic provisions tend to be similar in each case. 
The following provisions appear in each one:
· Employers have a duty to provide a safe and healthy workplace for all employees and other people who attend the workplace
· Employers must provide work systems that are safe and without risk to health
· Employers should train employees to work in a safe and competent manner
· Requirements to take steps to prevent injury, illness and disease
· Requirements to consult with employees and their representatives over WHS matters
· Provisions for workplace inspectors to visit workplaces, investigate accidents and enforce provisions of the legislation.

	Codes of practice 
	Regulations
The Acts are backed up with comprehensive regulations and codes of practice that cover specific aspects of WHS in detail, such as first-aid requirements, protective clothing and equipment, consultation with employees, formation of WHS committees and appointment of WHS representatives, a wide range of specific hazards (such as hazardous substances, dangerous goods, manual handling, fire safety and emergency evacuation, spray painting, demolition work, handling asbestos), competency requirements (e.g. for operation of certain equipment or performance of certain types of work), employee training, notification of accidents and incidents, and WHS record-keeping.



[bookmark: _Toc449430445]Duties of employees and contractors
Not all WHS responsibilities rest with the employer. The legislation requires employees to take reasonable care of their own safety and health (and that of others), to work safely and follow safety procedures and rules, to report any WHS hazards or other problems to the employer, and to cooperate with WHS inspections, investigations and training.
Contractors have WHS responsibilities to their own employees, but some cases have held that the ‘host’ employer (i.e. in charge of the workplace where contractors were working) can be liable for injuries to contractors, even if the contractor had caused them.
It is therefore good practice to at least inform contractors of your WHS practices and requirements, and better still to actively include them in WHS activities such as training.
Risk is a part of everyday life. In business, risk can be defined as the chance of something happening that will impact upon your objectives.
Legal requirements of your business
[image: ]Before starting a business plan, the legal environment should be researched. There are many laws, both state and federal, rules, and regulations that must be followed to start and run your business. 
Almost every aspect of your business is under some form of legal ruling. Specific forms, licenses and other documentation must be filed with state, local and federal government offices in order to begin. Without this documentation, you may be prevented from opening. 
The number and complexity of compliance requirements depends on:
Your business plan structure
The type or business you will operate
The industry your business will operate within.
Compliance means the observance and application of all legal, tax, accounting, workplace and safety laws and regulations that affect your business.
Depending on your business, the following Government Departments require compliance and application of their requirements.
Legal considerations may include:
Australian Taxation Office (ATO) compliance – All businesses in Australia must comply with specific Australian Taxation Office (ATO) requirements
Australian Competition and Consumer Commission (ACCC) compliance – The Australian Competition and Consumer Commission (ACCC) promotes competition and fair trade for consumers, businesses and the community
Australian Securities and Investments Commission (ASIC) compliance – The Australian Securities and Investments Commission (ASIC) is Australia’s corporate, markets and financial services regulator
Insurance – Investing in appropriate insurances is a smart move and is designed to protect the business in the event of an accident or disaster.
[bookmark: _Toc449430446]Trade practices compliance programs
The Trade Practices Act aims to enhance the welfare of Australians by promoting competition and fair trading and providing for consumer protection.
The Act deals with almost all aspects of the marketplace: the relationships among suppliers, wholesalers, retailers, competitors and customers. It covers anti-competitive conduct, unfair market practices, industry codes, mergers and acquisitions of companies, product safety, product labelling, price monitoring, and the regulation of industries such as telecommunications, gas, electricity and airports.
Compliance culture includes:
Commitment to comply
Compliance know-how
Compliance as a business practice.
Why should companies invest in a compliance program?
Business benefits
Reputation
Mitigation of penalties.
A trade practices compliance program is designed to identify and reduce the risk of breaching the Competition and Consumer Act 2010 (the Act) and to remedy any breach that may occur. A successful compliance program will facilitate compliance within the organisation and help the company to become or remain a good corporate citizen.
There is no generic compliance program as each organisation’s circumstances are different. Some organisations may require:
A simple program implementing an effective complaints handling system
Providing all relevant staff with trade practices training tailored to the business activity.


[bookmark: _Toc449430447]Activity 2A
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[bookmark: _Toc449430448]2.2 – Research market needs, and market size and potential
[bookmark: _Toc449430449]Market needs
By researching market needs you can expect to:
Reduce financial risk
Position your products in the business plan for optimal performance
Identify your target markets:
demographic makeup 
risks and opportunities
buying habits
challenges
Identify optimal product and company positioning
Measure the effectiveness of your marketing and advertising messages
Identify new qualified leads for your sales executives.
Market needs research analysis enables you to determine both the current needs of your markets and to anticipate and prepare for future demands. 
This research should also provide you with information about the customers and who evaluates products for purchase and what purchasing decisions they may use.
Market size:
Research generating valuable prospect lists.
Contribution to the business
Defining the customer in terms of wants, needs and desires
Defining who the customer is in respect to what products and services are produced and how the customer prefers to receive information.
The total market equals the company's sales if it were to capture 100% of its specific marketplace. Organisations of all sizes face the challenge of determining the size of their markets. Organisations must present the size of their "relevant market" in their business plans. 
[bookmark: _Toc449430450]Relevant market size
The challenge that many firms face is their inability to forecast their ‘relevant market SIZE’, particularly if they are creating a business plan for a new or rapidly evolving marketplace.
It would be totally unrealistic to create a business plan market size that had a forecast to play in 100% of a market that, say, for example was a multibillion dollar industry.
It would be ‘realistic’ to create in this case a business plan market size that forecast a ‘segment’ of such a market as the estimated market size.
With competitors, consider: 
Who are those you are competing with?
 What is already in the product offerings?
[image: ]How long will it take competitors to enter the market once you release you new business plan?
Who are likely to enter the market?
With customers, consider: 
What are the demographics and psychographics of the customers you will be targeting in your business plan?
What products are they currently using to fulfil a similar need?
How are they currently purchasing these products?
What degree of loyalty is there to your customer’s current providers?
With market factors, consider: 
What other factors exist that will influence the market size?
Could they be Government regulations; market consolidation in related markets, price changes for raw materials, etc.
Case Studies: 
What other markets have experienced a similar business plan process or outcome that you may be aware of and what were the customer adoption rates in those markets?
Potential:
Research potential new markets and assess opportunities to enter, shape or influence 
Research into areas needing a new solution to an existing problem.
Untapped markets that are profitable are few and far between. 
External factors, costs, benefits, risks and opportunities to determine the financial viability of each marketing opportunity.
[bookmark: _Toc449430451][bookmark: _Toc247949648]Activity 2B
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[bookmark: _Toc449430452]2.3 – Identify sources and costs of finance, from financial plan, to provide required liquidity and profitability for the business
[bookmark: _Toc449430453]Financial plan 
Financial plans may include:
Analysis of sales by product/service, identifying where they were sold and to whom
Cash flow estimates for each forward period
Current financial state of the enterprise (or owner/operator)
[image: ]Estimates of profit and loss projections for each forward period
Financial performance to date (if applicable)
Likely return on investment
Monthly, quarterly or annual returns
Non-recurrent assets calculations
Profit, turnover, capital and equity targets
Projected profit targets, pricing strategies, margins
Projections of likely financial results (budgeting)
Projections, which may vary depending on the importance of such information and the stage in the life of the business
Resources required to implement the proposed marketing and production strategies (staff, materials, plant and equipment)
Review of financial inputs required (sources and forms of finance)
Risks and measures to manage or minimise risks
Working, fixed, debt and equity capital.
The basis of any financial plan would consist of three financial statements including:
The income statement
The cash flow projection
The balance sheet.
The financial plan also shows:
Investments
[image: ]Loans
Accounts receivables
Accounts payable.
The financial plan section of a Business Plan helps determine if the ‘plan’ for a business or expansion, is viable.
A financial plan is also the key component in determining what approach and what potential there is for attracting investment into your business idea or if you need to seek finance alternatives.
[bookmark: _Toc449430454]Brief financial plan set up
This assumes you have covered financial planning elsewhere, so this is a brief summary of what is needed:
Gather together the financial data needed to prepare these statements for your business plan 
Look at Expenses
Business expenses can be broken into two categories:
start-up expenses
operating expenses.
Start-up expenses
All the costs incurred in ‘starting up’ a business are regarded as the start-up expense listing.
These expenses may include:
Business registration fees
Business licensing and permits
Starting inventory
Rent deposits
Down payments on property
Down payments on equipment
Utility set up fees.
This is just an example of start-up expenses. Each business may have unique start-up expenses and invariably they will grow in number, so just add to the list as you identify them.
Operating expenses
These are regarded in accounting standards as your business running expenses. Think of these as expenses and costs that a business would need to pay on a monthly basis.
Operating expenses may include:
[image: ]Salaries (yours and staff salaries)
Rent or mortgage payments
Telecommunications
Power and other utilities
Raw materials
Storage
Distribution
Promotion
Loan payments
Office supplies
Maintenance.
This is just an example of operating expenses.
[bookmark: _Toc449430455]The income statement
One of the three financial statements needed to be included in the Financial Plan section of the business plan:
The income statement
The cash flow projection
The balance sheet.
 The Income Statement shows your Revenues, Expenses, and Profit for a particular period. It's a snapshot of your business that shows whether or not your business is profitable at that point in time.
Revenue LESS- Expenses = Profit/Loss (in simple terms)

(NOTE: EBIT, in accounting and finance terms means earnings before interest and taxes. (EBIT) is a measure of a firm's profit that excludes interest and income tax expenses.
Operating income is the difference between operating revenues and operating expenses. 
For the purposes of the business plan, an income statement should be generated monthly for the first year.
[bookmark: _Toc449430456]Example – Income Statement
	YOUR BUSINESS NAME (Service industry example)
	Income Statement for the ‘PERIOD’ ending

	Revenue

Revenue: services
Service 1
Service 2
Service 3
Total revenue: services

Revenue: miscellaneous
Bank interest
Total revenue: miscellaneous

Total revenue
	$
	Expenses

Direct costs:
Materials
Equipment rentals
Salary (owner)
Wages
#expense
#expense
# expense
Total direct costs

General and administration:
Accounting and legal fees
Advertising and promotion
Bad debts
Bank charges
Depreciation and amortisation
Insurance
Interest
Office rent
Power
Telephone
Credit card commissions
Credit card charges

Total general and administration
	$

	Net income before income taxes 
	Total expenses





[bookmark: _Toc449430457]The cash flow projection
This shows the expected cash flow in and out of your business. This part of the financial plan will assist in indicating if expenditures are too high or when you might wish to consider financial options such as short term investments to deal with a cash flow surplus.
As part of your business plan, a Cash Flow Projection will give you a much better idea of how much capital investment your business idea needs.
Benefits include:
Evidence that your business is a good credit risk
There will be enough cash on hand to make your business a good candidate for credit or a short term loan.
Do not confuse a Cash Flow Projection with a Cash Flow Statement. 
	
The Cash Flow Statement shows how cash has flowed in and out of your business. In other words, it describes the cash flow that has occurred in the past. The Cash Flow Projection shows the cash that is anticipated to be generated or expended over a chosen period of time in the future.
[bookmark: _Toc449430458]Example – the cash flow projection
	Cash Revenues

· Revenue from product sales
· Revenue from service sales










Total Cash Revenues
	Cash Disbursements

· Cash payments to trade suppliers
· Management draws
· Salaries and wages
· Promotion expense paid
· Professional fees paid
· Rent/mortgage payments
· Insurance paid
· Telecommunications payments
· Power/utilities payments

Total Cash Disbursements
	Reconciliation Of Cash Flow

1. Opening cash balance

2. Add: total cash revenues

3. Deduct: total cash 

4. Disbursements

5. Closing cash balance



The main danger when putting together a Cash Flow Projection is being over optimistic about your projected sales.
[bookmark: _Toc449430459]The Balance Sheet
The last of the financial statements that you need to include in the Financial Plan section of the business plan. The Balance Sheet presents a picture of the net worth of a business, at a particular point in time.
Balance sheets include:
Assets, which are tangible objects of financial value that are owned by the company
A liability, which is a debt owed to a creditor of the company
Equity, which is the net difference when the total liabilities are subtracted from the total assets.
For the purposes of your business plan, it is advised to just create a pro forma Balance Sheet intended to summarise the information in the Income Statement and Cash Flow Projections. 
Normally a business prepares a Balance Sheet once a year.
[bookmark: _Toc449430460]Balance Sheet – Example Only
	Your Company Name

	Balance Sheet As At __________ (Date)

	Assets

Current Assets
Cash in Bank
Petty Cash
Net Cash
Inventory
Accounts Receivable
Prepaid Insurance


Total Current Assets

Fixed Assets
Land
Buildings
Less Depreciation
Net Land & Buildings
Equipment
Less Depreciation
Net Equipment

Total Assets



	Liabilities

Current Liabilities
Accounts Payable
Income Tax Payable
Super Payable
GST Payable
GST Charged on Sales
GST Paid on Purchases
GST Owing

Total Current Liabilities

Long-Term Liabilities
Long-Term Loans
Mortgage
Total Long-Term Liabilities





Total Liabilities

	Equity

	Earnings
Owner's Equity – Capital
Owner – Draws
Retained Earnings 
Current Earnings
Total Earnings
	
Total Equity:

Liabilities And Equity:



Once you have your Balance Sheet completed, you will then be ready to write a brief analysis of each of the three financial statements. 

[image: ]When you are writing these analysis paragraphs, keep them short and cover the highlights, rather than writing an in-depth analysis.
[bookmark: _Toc449430461]Sources and costs of finance
Sources and costs of finance is obviously one of the most important parts of a business plan as without funding the business would not exist. The plan essentially proves the company/business/organisation will be a viable business.
Often the hardest part of starting a business is raising the money to get going:
If sufficient finance can’t be raised, it is unlikely that the business will get off the ground
Raising finance for start-up requires careful planning. 
Sources and costs of finance include:
How much finance is required?
When and how long the finance is needed for?
What security (if any) can be provided?
Is the business owner/company Directors prepared to give up some control (ownership) of the start-up in return for investment?
The finance needs of the business plan and the potential identification of sources and costs should take account of these key areas:
Set-up costs (the costs that are incurred before the business starts to trade)
Starting assets/investment (the fixed assets that the business needs before it can begin to trade)
Working capital (the investment needed by the business –e.g. to purchase raw materials and estimates of amounts that will be owed by customers once sales begin
Growth and development (e.g. extra investment in capacity).
To provide the required liquidity and profitability for the business
For a new company seeking sources and costs of finance it would assist to divide the possible options into sources which are from within the business (internal) and from outside providers (external). 
	Financial Sources

	Internal sources of financial options
	External sources of financial options

	Personal sources. These are the most important sources of finance for a new business.
	Loan capital. This can take several forms, but the most common are a bank or financial institution loan or bank overdraft. 

	Share capital – invested funds provided by the founders/directors/owners who may decide to invest in the share capital of the new company. This is a common method of financing a start-up
	A bank loan provides a longer-term kind of finance for a start-up, with the bank stating the fixed period over which the loan is provided (e.g. 5 years), the rate of interest and the timing and amount of repayments. 

	A new company can also raise finance by selling shares to external investors.
	A bank overdraft is a more short-term kind of finance which is also widely used by new and small businesses. An overdraft is really a loan facility – the bank lets the business “owe it money”

	Savings and other “nest-eggs”. Investment from personal cash balances into a new business is a cheap form of finance and it is readily available. Often the decision to start a business is prompted by a change in the personal circumstances of the owner/directors – e.g. redundancy or an inheritance. 
	Share capital – outside investors. For a new business, the main source of outside (external) investor in the share capital of a company is friends and family of the entrepreneur.

	Re-mortgaging is a popular way of raising a loan. The new owner takes out a second or larger mortgage on a private property and then invests some or all of this money into the business. 
	Credit cards are a surprisingly popular way of financing a new business. It is a method of pay-as-you-go and each month, the owner/director pays for various business-related expenses on a credit card. 

	Professional investors

	Professional investors who typically prefer to invest in businesses with high growth prospects. Professional investors tend to have made their money by setting up and selling their own business and have proven entrepreneurial expertise.

	Venture capital is a specific kind of share investment that is made by funds managed by professional investors. Venture capitalists rarely invest in genuine start-ups or small businesses as they usually look to over $2 million dollar investments.
 Another term you may see is “private equity” – this is just another term for venture capital.





[bookmark: _Toc449430462]Activity 2C
[image: ]

[bookmark: _Toc449430463]2.4 – Identify methods, from marketing strategies, to promote market exposure of the business
[bookmark: _Toc449430464]Marketing strategies
Marketing strategies may include:
[image: ]Achieving lower costs of production and distribution than competitors
Creating a very different product line or service so that the business becomes a class leader in the industry
Distribution
Pricing, presentation and display of products/services
Product design and packaging
Product range and mix
Promotion and advertising
Pursuing cost leadership and/or product differentiation within a specialist market segment.
Methods to promote the market exposure
After you identify the target market, you will need to determine the ideas and tools to promote the product or service into that market. Among them promotions are events that encourage involvement and action by your customers to buy your products or services.  Promotions are events that encourage involvement and action by your customers to buy your products or services.  
These may include:
Client days
Receptions
Promotional discounts
Product launches
Attendance at trade shows, conferences and other events
Development and distribution of general promotional and informational materials
Development and distribution of samples, case studies, testimonials and other evidence of enterprise activity
Development of displays and signs
Development of media releases, articles and media background information
Information sessions for clients, suppliers and stakeholders
Online information
Telephone promotions.
	Marketing strategies may include
	Promotion ideas may include

	Achieving lower costs of production and distribution than competitors
	· Development and distribution of samples, case studies, testimonials and other evidence of enterprise activity

	Creating a very different product line or service so that the business becomes a class leader in the industry
	· Development of media releases, articles and media background information.
· Product launches

	Distribution
	· Information sessions for clients, suppliers and stakeholders

	Pricing, presentation and display of products/services
	· Product launches
· Attendance at trade shows, conferences and other events
· Client days

	Product design and packaging
	· Development of displays and signs
· Development and distribution of general promotional and informational materials
· Development and distribution of samples, case studies, testimonials and other evidence of enterprise activity

	Product range and mix

	· Telephone promotions
· Online information
· Client days
· Promotional discounts
· Development of media releases, articles and media background information

	Pursuing cost leadership and/or product differentiation within a specialist market segment
	· Development of media releases, articles and media background information
· Information sessions for clients, suppliers and stakeholders
· Development and distribution of samples, case studies, testimonials and other evidence of enterprise activity.


Some added comments on methods
Using media releases and media generally to promote and advertise your product or service is one of the best marketing tools. The wide reach of media in all forms can provide a mass market visibility to your marketing strategies.
You can promote the various aspects of your marketing strategies in the form of press releases, promotional campaigns or advertorials and send them to a number of newspapers, magazines, brochures and so on.
[image: ]Although usually associated with PAID advertising, some marketing strategies can select high penetration media channels such as radio and television, but rarely are they willing to post ‘free’ marketing or promotions!
Attendance at trade shows, conferences and other events
Trade shows and product exhibitions can be a sound marketing platform to promote your goods and services. 
Trade associations, private companies and other ‘promoters’ make available exhibition stands/stalls or open space for a business to interact with prospective customers. 
While interacting, it is advisable that you provide them promotional items such as brochures, website details, and special offers.
Using the internet 
Along with using media releases and media generally, the internet is equally one of the best ways of promoting your business. 
The internet can be associated with most of the other examples of promotion either as a primary or secondary (complimentary) vehicle. Your own business website is a promotional platform for your products and services to create interest and sales to your target audience.
Other very cost effective promotional ideas are:
Direct mail
Yellow pages advertisements
[image: ]Incentive schemes 
Social Bookmarking
Article Marketing
Online Directories
Blogging
Squidoo
MySpace/Facebook
Forums
Email Marketing
Email Signatures
eBay
Classified Online Ads
YouTube.


[bookmark: _Toc449430465]Activity 2D
[image: ]


[bookmark: _Toc449430466]2.5 – Identify methods or means of production or operation from production or operations plan to conform with business goals and objectives
[bookmark: _Toc449430467]Production or operations
Production or operations plan may include:
Customer requirements, market expectations, budgetary constraints
Industrial relations climate and quality assurance considerations
Means of supply and distribution
Operational targets and action plan, which may include short- medium- or long-term goals
[image: ]Options for production, delivery, technical and customer service and support
Personnel
Infrastructure
Product selection processes
Delivery processes
Accounting methods and practices
Auditing
Customer management.
[bookmark: _Toc449430468]Operational Plan
Start within your limits
Again, assuming you may have already created an operational plan, this will provide as a summary.
 Rather than writing too much detail about the operational planning strategy of a particular product or service, this summary can list specific responsibilities, including those of people or companies outside the business, as a check that the major essentials are covered.
A business plan will include an assessment of your production and operations strategy. The plan will usually identify the methods and the means by which a business would function...using those production/operation plans.
The production/operations plan component of your business plan is designed to describe how the business functions on a continuing basis. 


The operations plan highlights areas such as:
Logistics of the organisation
Responsibilities of the management team
The tasks assigned to each division/department or sector within the company
[image: ]Capital and expense requirements related to the operations of the business.
[bookmark: _Toc449430469]Operations in your small business
When writing the business plan, the operations plan section of a small business in not much different to that of a larger scale operation.
As described above, the operations plan describes the physical necessities of your business, such as your physical location, facilities and equipment. 
Depending on what kind of small business you will be operating, it may also include information about inventory requirements and suppliers, and a description of the manufacturing or service process.
Keeping focused on the bottom line will help you organise this part of the business plan.
Think of the operating plan as an outline of the capital and expense requirements your business will need to operate from day to day.
Identify methods/means of production/operation
Generally, there are two main areas to consider in the summary of an operations plan to discover the methods/means of production/operation to get your business off the ground.
You must demonstrate that you understand the manufacturing or service delivery process of producing your products or services in line with business goals and objectives.
Stage of Development

In this section, describe how your product or service will be made and identify any issues that may be associated in the production process.
Demonstrate your awareness of industry standards and regulations by listing, e.g., industry bodies you may be a member of or which organisations you may plan to associate with in line with your products and services.
Demonstrate the steps you may have already taken to comply with the laws and regulations that apply to your industry.
Explain who your suppliers are and their prices, terms, and conditions. Describe what alternative arrangements you have made or will make if these suppliers let you down.
[image: ]Explain the quality control measures that you've set up or are going to establish.
This section of the operations plan for the business plan, explains what you have done "to date" to get the business operational
What will logically follow...is what stills needs to be done!

A further sub-section can be created entitled "Risks" which can outline any potential problems that may interfere with the identification, methods and means of production/operation production process and what you're going to do to negate those risks. 
Some additional areas that can be listed for reference in the ‘stage of development’ include:
Industry association membership
Suppliers 
Quality control.
The Production Process section
As you can see, the ‘Stage of Development’ above is an overview, but the Production Process section lays out the details of your business and its proposed day to day operations.
Remember, your goal for writing this section of the business plan is to demonstrate your understanding of identifying methods/means of production/operation or delivery processes for your product or service.
This part of the operations plan in the context of the overall Business Plan should demonstrate that you have checked all the boxes!
These are examples from industry so make sure you include all the details of your particular business operation...or leave them out.
	General
	· Outline of your day to day operations
· Hours of operation
· Is the business seasonal, if so, make sure you state this

	The physical premises 
	· What is the size and location
· Drawings of the building
· Lease agreements
· Recent real estate valuations/assessments 
· Show how much the land or buildings required for your business operations are valued

	Equipment
	· Same discipline as above 
· Describe the equipment
· Value and cost
· Financing arrangements

	Assets
	· List of your assets 
· Land, buildings, inventory, furniture, equipment and vehicles
· Legal descriptions and the value of each asset

	Special requirements
	· Any special requirements, such as water or power needs, ventilation, drainage, etc., 
· What you may have done to secure any necessary council or state government permissions?

	Materials
	· Where you obtain the materials?
· What are you going to need to produce your product or service?
· What terms you've negotiated with suppliers?

	Production
	· How long does it take to produce a unit or service?
· When will you start producing your product or service?
· What may affect the time frame of production?
· How will you deal with potential problems?

	Inventory
	· How will you keep track of inventory?

	Feasibility
	· Describe any product testing, price testing, or prototype testing that you have done on your product or service

	Cost
	· Give details of product cost estimates on your product or service



When writing this section of the business plan, you can use the headings above as subheadings and then provide the details in paragraph format. 
If a topic does not apply to your particular small business, leave it out.  Not only have you established a detailed operating plan to show methods/means of production/operation for your business plan but you now have a convenient list of what needs to be done next to make your business a reality.



[bookmark: _Toc449430470]Activity 2E
[image: ]


[bookmark: _Toc449430471]2.6 – Identify staffing requirements to effectively produce or deliver products or services
[bookmark: _Toc449430472]Staffing requirements
Staffing requirements may include:
Full-time, part-time staff, permanent, temporary or casual staff
Owner/operator
Sub-contractors or external advisers/consultants.
When addressing staffing or “human resources” for the business plan, the structure and responsibilities of staff and how your business ownership is structured is another vital piece in the overall plan.
You need to clearly identify:
Who will be on your management team
What are the skills of your management and staff 
How will they contribute to the bottom line.
A convenient way to identify staffing or human resource requirements for the organisation is to break it into sections detailing your:
[image: ]Ownership structure
Internal management team
External management resources
Human resources needs.
Ownership structure
The ownership structure section describes the legal structure of your business. Is your small business a sole trader or a propriety limited company? Is your small business a partnership or a corporation?
The internal management team
This section details the main business management categories relevant to your business. Describe each responsibility for each category and provide profiles of skills etc.
Management categories include:
Sales and marketing
Administration and production
Research and development
Human resources.
Note: some key management staff may be responsible for more than one role. Identify the key management in your business and explain what functions each member has.
[image: ]For compensation, consider:
How the management will be compensated? 
What salary and benefits will management receive?
Are there any profit-sharing plans that may apply?
Are there any contracts that relate directly to your management team members, such as employment contracts or non-competition agreements?
Requirements to effectively produce/deliver products/services
The task of detailing the roles and responsibilities within your human resources needs in the management plan section of your business plan is to describe your human resources needs specifically.
You will need to consider:
How many employees will your business need?
What will it cost you? 
Will it be best for your business to have employees or should you operate with contract workers or freelancers? 
Do you need full-time or part-time staff?
Produce/deliver products/services
Outline your staffing requirements in this section of your business plan, including a description of the specific skills that the staff and management working for you will need to bring to the table.
Calculate your labour costs. Determine how much salary each employee will receive, and total the cost of salary for all your employees.
Add to this the cost of Workers' Compensation Insurance (mandatory for most businesses) and the cost of any other employee benefits.
You also need to describe how you're going to find the staff your business needs, and how you're going to train them.
When you are identifying staffing requirements to effectively produce/deliver products/services and training in your organisation include as many specifics as possible, such as:
What specific training will your staff undergo? 
What ongoing training opportunities will you provide your employees?
Even if your human resource plan for your small business is to start as a solo act, you still need to include this section on Human Resources Needs in your business plan to demonstrate that you have thought about the staffing.
Human resource planning, at this early stage, will assist you as the business grows and have well thought out plans about the future and how your business is going to succeed.
[bookmark: _Toc247949632][bookmark: _Toc449430473]Example Only – Small Business Organisation Chart













[bookmark: _Toc449430474]Activity 2F
[image: ]


[bookmark: _Toc449430475]2.7 – Identify, assess and prioritise internal and external risks
[bookmark: _Toc449003043][bookmark: _Toc449430476]Internal and external risks
The business may face a variety of internal and external risks. You will need to identify these in order to adequately prepare for and prevent them. 
Internal risks are ones that arise due to the organisation’s normal processes. It typically relates to human factors, technology and physical factors.
[image: ]Internal risks may include:
· Theft or embezzlement by employees 
· Cash flow and liquidity problems
· Union strikes
· Loss of data on computer systems
· Distribution problems
· Problems with management and leadership
· Supply chain failures.
External risks are ones that imposed on the organisation from without, such as economic changes, natural disasters or political factors. They are more unpredictable and in some cases may be impossible to prevent. For example, is an area is becoming too instable, the only option to minimise damage may be to relocate. However, sensible precautions such as emergency funds and natural disaster plans may help.
External risks may include:
· Burglary
· Fire or other damage to premises.
· Natural disasters (e.g. earthquakes, floods)
· Market fluctuations and price changes
· Political instability.
Certain factors will help to identify the risks the organisation is liable to face. These include the organisation’s industry, management structure, location, type of business and area of business. For example, a manufacturing organisation that performs frequent manual is likely to suffer far higher accidents than an accounting.
[bookmark: _Toc449430477]Assessing risks
It is wise to focus on preventing and insuring against the most probably and most damaging risks. Therefore, you will need to analyse the chances of each risk occurring within the business and the individual impact. These will vary widely.
You may have to use the company’s existing records to identify to probability of risks occurring. Try to rely on objective data such as accident report forms, surveys or official records. (Subjective data, such as people’s memories or opinions, tend to inflate or reduce risks. Also try to avoid discussing estimates with other people as this will influence your data.) Try to use as much data as possible as this will improve the accuracy of the prediction. 
Use the information to extrapolate the risks. For example, if the organisation has suffered a break in during 4 of the previous 10 years, you can say that there is a 40% chance this will occur in any given year. (To express numbers as percentages, divide the first number by the second and multiply by 100 – 4/10 x 100 = 40).
You could divide risk probability into categories such as:
· Highly unlikely: Could occur in exceptional circumstances, but there is a good chance it never will
· Unlikely: Unexpected but there is a slight possibility
· Possible: There is a chance of it occurring and similar incidents have occurred in the past
· Likely: A strong possibility that it will occur in some form
· Certainty: Expected to occur due to past events and is planned around.
You will also need to include how severe the impact of risks would be and exactly what they would entail. 
Types of impacts may include:
· Damage to reputation
· Loss of business from clients 
· Physical or emotional harm to employees and clients
· Damage to equipment, facilities or premises.
[image: ]

	Impact category
	Financial impact
	Health impact
	Business impact

	Minor
	Minimal financial loss
	First Aid needed; no days lost
	Barely any impact

	Moderate
	Some financial loss, may disrupt business
	Medical treatment and days lost
	Short-term delays and problems (several days)

	Major
	Large financial loss, unlikely to be covered by insurance
	Hospitalisation or permeant injury; large amount of days lost
	Delays and problems for up to weeks

	Catastrophic
	Complete financial loss 
	Death or severe, permanent injury/disability; employees unlikely to return.
	Delays or problems for long-term or at a crucial time.



Example of a risk assessment form 
	Event
	Chances of occurring per year
	Estimated impact

	Fire
	Unlikely with current fire prevention regulations
	High; could range from damage to some equipment to total loss of business

	Injury to employee
	Likely to occur several times
	Lost time and lower morale. However, serious injuries are less likely

	Sick leave due to stress
	Possible
	Lost time, sick pay, possible loss of employee if they do not return

	Supplier goes out of business
	Unlikely
	High levels of disruption in the short and medium term



As you can see, risks are likely to be either serious but unlikely or less serious but more likely to occur. If you identify any potentially serious risks that are likely, you will need to take action to reduce them immediately. 
To evaluate the likelihood of risks, you could also rank them from most likely to least likely, or give them a number from 0-10 where 0 is absolute certainty it won’t happen and 10 is complete certainty it will. You could also compare risks to each other; for example, you could say that one risk is three times as likely to occur as another. 
[bookmark: _Toc449003049][bookmark: _Toc449430478]Prioritising risks
You will need to prioritise risks with the highest chance of occurrence and the greatest negative impact on the business. This will allow you to identify suitable insurance requirements.
One method of prioritising risks is a probability-impact matrix (or PIM). This allows you to mathematically calculate which risks need insurance and prevention methods most. To establish a PIM, assign each risk probability and impact category a number. For example, minor, moderate, major and catastrophic could be 0.2, 0.4, 0.6 and 0.8. It is important to choose accurate values which reflect the reality of the organisation. Risks can then be plotted accordingly. 
	
	Minor (0.2)
	Moderate (0.4)
	Major (0.6)
	Catastrophic (0.8)

	Highly likely (0.9)
	0.18
	0.36
	0.54
	0.72

	Unlikely (0.7)
	0.14
	0.28
	0.42
	0.56

	Possible (0.5)
	0.1
	0.2
	0.3
	0.4

	Likely (0.3)
	0.6
	0.12
	0.18
	0.24

	Certainly (0.1)
	0.2
	0.4
	0.6
	0.8



The higher the PI number, the greater the risk. High impact/high probability risks will be in the top-right corner and will require urgent attention, while low impact/low probability risks will be in the bottom-left corner, and can usually be safely ignored. 
Therefore, a risk which is considered possible (0.5) and has a major impact (0.6) has a PI rating of 0.3. This gives it higher precedence than a risk is catastrophic (0.8) and likely (0.3), which is 0.24.
When using probability-impact matrix, remember to:
· Update the matrix values whenever necessary
· Add additional categories if needed to produce more accurate results
· Categorise risks appropriately and clear definitions 
· Adjust ratings if risks become more/less likely and more/less serious. 
A PI matrix can also be used to address opportunities; the greater the PI score, the more lucrative the opportunity. 



[bookmark: _Toc449430479]Activity 2G
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[bookmark: _Toc449430480]2.8 – Identify specialist services and sources of advice, where required, and cost in accordance with available resources 
[bookmark: _Toc449430481]Specialist services
[image: ] Specialist services may include:
Accountants
Business advisors and consultants
Business brokers
Contractors
Government agencies
Industry/trade associations
Lawyers and providers of legal advice
Mentors.
External Management Resources
External management resources, including consultants, can be overlooked when preparing the overall staffing requirements as part of the business plan.
They are often described in expenses or specialist services.
Professional / Specialist Services
These may include:
External professional advisors that your business will use, such as accountants, bankers, lawyers, IT consultants, business consultants, and/or business coaches 
An Advisory Board can also be established to provide you with additional advice to run your business profitably and well. 
If you choose your board members carefully, they can also provide expertise that can complement your internal management team.
Many companies, new and old, have never used specialist services and sources of management advice or broadly speaking “consultants” before or may have had bad experiences in the past. 
In terms of initial assessments or base line business planning, a specialist services provider can help your company look at the strengths and weaknesses of your planning. 
Management Consultants and Contractors are different:
Contractors are best thought of as temporary staff
[image: ]Contractors are often brought in to assist in peaks of work or to tackle specific, often one-off projects
Contractors will likely have specific technical skills and are generally hired as individuals
Contractors as a ‘temporary employee’ need to be given direction and managed, just like an employee.
Management Consultants however are altogether different:
Consultants should be hired because they bring a degree of innovation as well as prior experience in tackling issues similar to those you wish to resolve
Consultants are generally hired to deliver specific outcomes and will normally undertake the work in the manner they deem most appropriate
A Consulting firm also has the backing of a team of specialists, thereby being able to apply the appropriate resources and tools as require
Lastly, a consultant should not be a 'yes man or woman'. Whilst their job is to deliver the best outcomes that they can for their customer, they should also be prepared to challenge their customer if required.
Business consultants can increase professionalism and competitiveness in the marketplace. Business finance is often one of the hardest things for a company to control, so engaging a finance business consultant is a smart move since they typically come with experience and are trained in this field.
[image: ]Consultants generally learn more new skills. Consultants are often called upon to complete work that is either too complicated or specialised for companies to complete themselves. Consultants are engaged when a project is critical and needs to be finished quickly. 
Identifying cost
Consultants generally earn higher wages in comparison to your employees. That is because a consultant has their own overheads and profit margins to make. Consultants, both those working independently and those working for an agency or service provider generally cost far more than a corresponding employee. 
Consultants are in high demand during times of economic expansion and costs are charged accordingly. Consultants are often needed to work in areas where growth is occurring and where existing talent is short, which pushes the cost up. This works in favour of the consultant, as they frequently seem to be "in the right place at the right time."
[bookmark: _Toc449430482]Activity 2H
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[bookmark: _Toc449430483]3. Develop strategies for minimising risks

3.1 	Identify specific interests and objectives of relevant people and seek and confirm their 	support of planned business direction
3.2 	Identify and develop risk management strategies according to business goals and objectives, 	and relevant legal requirements
3.3 	Develop a contingency plan to address possible areas of non-conformance with the plan
[image: ]


[bookmark: _Toc449430484]3.1 – Identify specific interests and objectives of relevant people and seek and confirm their support of planned business direction
[bookmark: _Toc449430485]Interests and objectives of relevant people 
Relevant people may include:
Clients
Family members
Franchise agency
Owner/operator, partners, financial backers
Regulatory bodies
Suppliers
Trade or industry associations.
Involving ‘relevant’ interest groups in planning your overall Business Plan can be both a help and a hindrance!
Clients
You will need to consider:
Who they are? 
Where are they located? 
Why do they buy? 
When and under what circumstances do they buy?
What types of concerns do they have? 
What are their expectations concerning price, quality and service (are they primarily cost- or quality-sensitive)? 
You can ‘edit’ a client list to technically produce a relevant narrow down list and then confirm their support of the planned business direction.
Ask yourself:
What do my clients really want?
How do I improve or change my products and services to meet their needs?
How can I attract more clients?
Family
Securing funding almost always requires a formal plan. Companies funded by friends and family may not need a plan. If your friends and family express an interest in assisting you with your business financing, pitch them professionally. Make a sound, cohesive loan request presentation just as you would to a bank or other lending source. Don't be embarrassed to show financial statements, tax returns, or whatever else they want to see.
You will want to prepare a written agreement about any loans. If you don't, arguments and legal action will sour the relationship eventually. Even some minor detail, such as the timing of interest payments, can cause great friction if arrangements aren't backed up in writing. Don't be surprised when your friends and relatives suddenly turn into business tycoons once they have agreed to lend you funding. They may insist on terms that are more stringent than those you might get through a commercial bank!
Franchise agency
A strong argument for buying a franchise is the experience of the franchisor. They have usually been in business for many years and you can take advantage of their consumer recognition and proven business formulas.
Any franchisor that has been successful for many years will, in all likelihood, provide excellent training with ample resources at their head office or other outlets to get you started in your own franchise. As a franchisee, you can take advantage of the public awareness of the franchisor’s name and its national advertising budget. When you buy a franchise, you are, in effect, buying into a family of other franchisees.
All franchisees are required to pay an up-front fee to the franchisor in order to use the franchisor’s name and open shop. These fees can run into six figures. The franchisor will usually require ongoing fees as well.
It is easy to fall into the trap of feeling false expectations. Franchising is just like any other business. You must work hard and make sacrifices to achieve a measure of success.
Owner/operator, partners, financial backers
You should know your own credit history, because lenders and investors are going to take a close look at it. Get credit reports from major credit-reporting agencies
Can you do this? They'll want to know that you and your co-founders or management team can execute the ambitious business plan you’ve presented and pay back your loan or generate a return for investors. Make sure you and your key people can talk about what may be ahead for the business, what the later phases of growth might be, what can go wrong, and how you might handle those things.
The most important elements for partners and financial backers are the financial forecasts the balance sheets and the statements of cash flow and income. They must be consistent with the discussion of the company’s past performance trends and the data presented in other sections of the plan. For plans used to solicit financial backing, this section should also include a funding request that states how much money is needed, why it is needed, and how it will be used. Finally, you need to consider the likely payback for the investors and their need for an exit strategy.
Regulatory bodies
You will need to consider:
Legal requirements and implications
Trade names search and registration
Domain names.
Before choosing a name, you'll need to decide which business structure you will use. Naming your business (unless you're a sole proprietor or a partnership using your own name) is a formal process, which varies depending on the business structure you choose.
For many businesses that operate on the Web, trade names are synonymous with domain names. Domain names are not registered through state or local government but through online domain name businesses.
Check with the Australian Securities and Investment Commissions National Names Index to see whether your chosen name has already been registered this way you’ll know whether the name can "officially" be used. In order to choose the right business structure, it's best to seek legal and professional advice before making a final decision. All companies need to register a company name and Australian Company Number through the Australian Securities and Investments Commission (ASIC).
Suppliers
Address your need for primary suppliers. You need to make investors comfortable with your selection and planning in this critical business area.
How do I find out about suppliers/manufacturers/ distributors?  Most suppliers want new accounts. 
A prime source for finding suppliers is a directory listed by state. If you know the product-line manufacturers, a letter or phone call to the companies will get you the local distributor-wholesaler. 
In some lines, trade shows are good sources of getting suppliers and looking over competing products. 
Depending on how critical primary suppliers are to your business success, you may want to establish and develop a relationship with them even as you are developing your business plan. Most wholesale and materials suppliers are inundated with requests for information on how to buy directly and cut out the middleman. Once your business is established you don't want your suppliers to sell directly to your customers. You want to develop a strong business relationship with your primary suppliers. Suppliers make relationships difficult to begin but easy to continue. They often do this by requiring an application from you before they will tell you much about discounts and opportunities.
Trade or industry associations
Trade associations often provide sound information on a business plan that will benefit members. Associations provide a valuable network of resources to their members through publications and services such as newsletters, conferences and seminars.
Trade associations will look closely at employee, staffing and remuneration areas of the plan.
Trade associations can look at statistics and other methods of determining business plan viability in terms of potential support.


[bookmark: _Toc449430486]Activity 3A
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[bookmark: _Toc449430487]3.2 – Identify and develop risk management strategies according to business goals and objectives, and relevant legal requirements
[bookmark: _Toc449430488]Risk management strategies
Risk management strategies may include:
[image: ]Breach of contract, product liability
Knowledge management
Measures to manage risk including professional indemnity, securing appropriate insurance to cover loss of earnings through sickness/accidents, drought, flood, fire, theft
Security systems to provide physical security of premises, plant, equipment, goods and services
Security of intellectual property.
The Business Plan should be used to identify these risks. If you don’t identify the critical risks your company may face then someone else will.
[bookmark: _Toc449430489]Critical Risks
You will need to consider:
What potential problems could arise?
How likely are they?
How do you plan to manage these potential risks?
The best course of action is to ensure as much as possible that you have documented as many potential critical risks the company may face.
[image: ]This assessment is insurance and smart management and should not be seen as a deterrent to creating the overall plan or to alter the business ideas. By having the risks identified, it will allow you to develop a strategy to then mitigate them. 
Every company faces different critical risks. 
The process of risk identification for a business plan could include such areas as:
Rent expectations
Revenue expectations
Vandalism
Competition
Crime
Management
Maintenance
Competition.
You should also, as part of your business plan risk assessment, have in place how to avoid these risks or what to do in the event they do happen. 
The wise business planner will also involve an insurance broker and a legal advisor to assist in the risk assessment, again, depending on the type of business and the risk exposure level.
Some common risk factors that you need to include in your business plan:
Economic uncertainty both in terms of the economy and the business climate
Effects of third party transactions
Dilution of existing funds and risk of additional funding 
Lack of liquidity
Declining public market
Key employee retention
Adverse market changes
Cost of raw material changes
Decline in management effectiveness
Adverse effects of contracts and transactions
Decline in sales agreements
Purchasing risks.
Risk management strategies according to business goals and objectives
A STRATEGY is needed to look behind these (and other) risks as part of your business plan so that you are in a better position to provide details related to both the side effects of these items and their potential impact on your business. 
Likelihood
Likelihood represents the chance that something will happen. This can be represented qualitatively as a word, quantitatively as a probability or frequency, or as both.

[image: ]For example:
A risk of adverse market changes is highly likely (qualitative)
There is roughly a 50% chance of this risk occurring, or 50/50 chance, or 0.50, or 1/2 (probability)
The risk may occur once per year or once per season (frequency)
By combining a frequency with a qualitative word, it is easier to understand or establish an appropriate likelihood. For example: Highly Likely = Will occur at least once per year.
This process proves quite beneficial for a new business owner because in laying out the risk likelihood you can provide for and explain an implementation plan for the mitigation of these risks. 
[bookmark: _Toc449430490]Consequence
Consequence represents the impact that a risk may have and is measured in degrees of severity, should the risk occur. 
As the consequence may be financial loss or legal problems or damage to a company’s reputation, it may range in severity from a negligible consequence through to one which is catastrophic. 
It is important to understand what these consequences actually mean in the context of your business as tolerance for risk will differ considerably from one business to another. 
For example, a negligible financial loss in a small business may be $500 but a negligible financial loss at a high profile organisation might be $50,000. Again, establishing the context and customising definitions for the business plan based upon the business needs is important.
[bookmark: _Toc449430491]External/strategic context of Risk
This assessment involves understanding the legal, financial, political, environmental, safety and any other related context of risk. 
For example, if when undertaking your risk assessment for SAY, economic uncertainty in terms of the business climate, you may set questions in the business plan like this:
Could there be any current or future political issues that may impact on this risk or the way in which it is assessed?
Could there be any recent or future changes in the laws that relate to your business?
Is there a commercial risk regarding the viability of certain products and services with recent interest rate rises?
It is also useful to discuss community expectations regarding the risks you are considering and ensure you are very clear on who the stakeholders are.
Sometimes a SWOT analysis can also help with establishing the external risks.
[bookmark: _Toc449430492]Activity 3B
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[bookmark: _Toc449430493]3.3 – Develop a contingency plan to address possible areas of non-conformance with the plan
[bookmark: _Toc449430494][image: ]Contingency plans
Contingency plan may include:
Disturbances to cash flow, supply and/or distribution
Sickness or personal considerations
Every business plan is based upon specific assumptions that you believe are true such as certain facts, projections and market trends. 
Your contingency plan simply outlines in advance what you will do in the case that a significant event, market shift or other major assumption changes.
This is not too dissimilar to the establishment of Likelihood and Consequence discussed in Chapter 3.2. Identify and develop risk management strategies.
When writing your business plan examine all your major assumptions and seek a third party opinion for verification.
Writing a contingency plan would involve:
Reviewing the assumptions you have made in your business plan
Selecting those which are “general” or have not been verified or confirmed for accuracy
Then write a document as to what you will do to compensate for the changes and shifts to minimise the impact on the businesses viability.
For example, what would you do if:
You do not reach your sales and revenue targets?
You are borrowing heavily and interest rates suddenly increase what would you do to compensate for the increased costs?
A major storm or other disaster that interrupts your cash flow?
A key staff member suddenly becomes ill, quits or dies suddenly?
A government or council body closes your premises because of a breach?
Your computers fail?
Raw materials suddenly increase in cost?
There are numerous assumptions in every business plan so it would be better to just list the key assumptions in your business plan.
[bookmark: _Toc449430495]Prioritise each one in order
	Examine the negative impact

	What trends or problems could arise?

	Describe what characteristic, trend or issue would cause a significant change

	If left untreated, what would cause your business to fail?

	What would you plan to compensate or adjust to keep your business viable and profitable?


[bookmark: _Toc449430496]Personnel
Identify the key personnel required to keep the bare minimum of business operations running in the event a disaster should strike.
Examples might include:
Department managers
The accounting department
Branch managers in field offices if your business is a large one.
If your company has an Information Technology department, the person responsible for this area should always be involved in business contingency planning.
Create your own business contingency template that sets out information such as key personnel and their typical responsibilities, potential disasters that could threaten business operations, and steps each key personnel member could take to minimise loss to the company.
This would likely be formed using software or an existing program that the IT person would administer. Once satisfied with the initial draft business contingency plan, email copies to all key personnel members to get their feedback and suggestions on ways to strengthen the plan. 
There may be factors you're unaware of that they deal with on a daily basis and that need to be addressed in the contingency plan.
Revise the business contingency plan document based upon any input received from key personnel.
A contingency plan is a living, changing document rather than something set in stone. You will need to:
Conduct review and assessment meetings with key personnel when you feel you have reached a final draft of the business contingency plan
Encourage all staff to be honest and critical in discussion and if there are any further improvements that could be made to the plan
Test the business contingency plan periodically like you would and other emergency planning system
Plan an actual exercise to identify any additional missing areas or impractical solutions before a real disaster strikes. 
[image: ]
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Nearly there...
[bookmark: _Toc326743832][bookmark: _Toc330309176][bookmark: _Toc338606027][bookmark: _Toc338792185][bookmark: _Toc348021071][bookmark: _Toc415154375][bookmark: _Toc449430499]Major Activity – An opportunity to revise the unit

At the end of your Learner Workbook, you will find an activity titled ‘Major Activity’. This is an opportunity to revise the entire unit and allows your trainer to check your knowledge and understanding of what you have covered. It should take between and 1-2 hours to complete and your trainer will let you know whether they wish for you to complete it in your own time or during the sessions. Once this is completed, you will have finished this unit and be ready to move onto the next, well done!


Congratulations!

You have now finished the unit ‘Undertake Small Business Planning'
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