PRELIMINARY BUSINESS STUDIES

BASIC NOTES – ACCORDING TO THE SYLLABUS
• THE NATURE OF BUSINESS
• BUSINESS MANAGEMENT
• BUSINESS PLANNING

 
NATURE OF BUSINESS
What is the role of a business?
- The role of a business is to produce goods and services for consumers, to make profit. The role of a business is also to create employment for individuals, innovate new products for the benefit of consumers, increase the incomes of individuals in the business, have a diverse choice of products, take the risk as an entrepreneur, create wealth for the business, and overall, improve the quality of life of individuals, i.e. stakeholders.
What are the different types of businesses?
- Businesses can be classified in four different categories. Firstly, the size of the business includes small (less than 20 employees), medium (greater than 20 employees), large enterprises (greater than 200 employees). Secondly, if the businesses are located locally (suburb), nationally (country) or globally (world). Thirdly, which industry the business belongs to; whether it is primary (acquiring raw materials and natural resources), secondary (manufacturing materials given by primary industry), tertiary (performing services), quaternary (processing of information and technology) or quinary (performing activities that were before performed in one’s household). Lastly, what the legal structure of the business is; whether it be sole trader (1 individual running the business), partnership (2 or more individuals working in a business), private company (1-50 shareholders), public company (listed on the stock

exchange), or government enterprise (government owned, such as utilities (i.e. Sydney water)).
What factors influence choice of legal structure?
- There are three factors that affect the choice of a legal structure; Size, ownership, finance.
For example, Companies such as Pizza hut once used to be partnership, although due to their expansion and size changing form small to large enterprise they incorporated their legal structure to a private company. Another factor is the amount of money (finance) available to the business to expand to a different legal structure; meaning that if an entrepreneur business does not have the finance to expand or start the business. Lastly, the ownership is a major factor that influences the legal structure. For example, if only two individuals want to control and own a business, they would choose the legal structure of a partnership instead of choosing a legal structure of a sole trader or private company. 

What influences a business?
- There are 3 main influences on a business; external, internal and stakeholders. 
• External influences include economic (how the market forces which determine ‘boom’ and ‘recession’ and how these influence supply and demand), financial (anything that effects the ability if a business to borrow money), geographical (the location in which the business is established), social (influence of society – e.g. health craze has made take away restaurants more health conscious to stay healthy), legal (regulations and laws), political (parties that get into government – e.g. if labour is in power they will be more

favourable towards unions), institutional (Government, regulatory bodies, other (e.g. employee trade unions), technological (revolutionary communication and presentation technological devices and other media have allowed information to be transmitted from place to place – e.g. smart boards), competitive situation (ease of entry into a market for a new business, local and foreign competition, number of competitors, and marketing strategies employed by competitors), and markets (changed in different types of markets).
• Internal influences include products (types of goods and services produced, type of business creating products, and the size of the business), location (a good location will lead to high levels of sales and profits; prime location = customer convenience + visibility; e.g. businesses in urban areas gain more profit then businesses in rural areas), resources (4 main resources; human resources, information resources, physical resources and financial resources), management (e.g. modern businesses are more fluid since they have fewer levels of management and a condensed structure, compared to management in the past which were less fluid), culture (refers to the values, ideas, expectations and beliefs shared by members of the organisation).
• Stakeholders is any group or individual who has an interest in or is affected by the activities of a business; businesses have various stakeholders with conflicting interests, shareholders put their money at risk therefore they expect a reasonable rate of return, managers expect the confidence and support of senior executives,

employees expect a safe and physiological rewarding work environment, businesses that respect and satisfy their customers have a much greater chance of success, society expects businesses to be good corporate citizens and give back something to the community, and society expects businesses to adapt ecologically sustainable operating practices).

What are the stages of the business life-cycle?

What are the stages of businesses growth and decline?
- There are 4 stages of a business’s growth and decline; establishment, growth, maturity, and post maturity. The establishment phase includes high capital start up costs, low profits. The growth phase is when the business starts seeing a return and starts growing while already being established. The maturity phase includes the business running at a constant rate and with the need to invent and innovate products that attract the consumers. The last phase is the post maturity phase, and this phase includes the renewal phase (the business reaches success due its consumer’s attraction), the steady rate (it is when the business still continues to run at a constant rate, but eventually leads to decline), and decline (the business is in debt or has less or no consumers willing to buy its products – failure).
- Responding to challenges to each stage of the business life cycle.
- What are the factors that lead to a business’s decline?
• Lack of funds
• Lack of managerial skills
• Lack of innovation
• Customers stop buying products
• Competition occurs between companies
• Customer taste changes
- Voluntary cessation: the owner

of the business is willing to stop the business
- Involuntary cessation: an external governmental forces the business to close down
- Voluntary administration: occurs when an administrator is appointed to operate the business in the hope of trading out the present financial problems.
- Liquidation: a business sells/ or is forced to, sell its assets in order to repay any outstanding debt.   
- Receivership: where a business has a receiver take charge of the affairs of the business. Unlike liquidation, the business may not necessarily be wounded up.

BUSINESS MANAGEMENT
• Traditional definition of management – in the process of coordinating a business’s resources to achieve its goals.
• Contemporary definition – process of working with and through other people to achieve business goals in a changing environment. Crucial to this process is the effective and efficient use of limited resources.
The nature of management – 
What are the features of effective management?
Every business – whether it be profit or not-for-profit, small medium or large – needs effective management to succeed. In the modern society, consumers no longer rely on a small large range of small businesses for most goods and services but rather on a small range of large businesses. This makes the task of management crucial. Managers are necessary because society could not function without business, and businesses cannot function without managers. The important role of effective management is to make sure the joint efforts of employees are directed towards achieving the goals of the business. Producing

the goods and services demanded by consumers involves the combined efforts of many people. The main importance is for the managers to achieve the business’s goals. Effective management is usually the major factor influencing the success or failure of a business. 
What are the skills of management?
Skills are the ability that comes from the knowledge, practice and talent to do something well. If you have a skill it means that you have the ability to complete a task effectively. Managers also need skills; effective managers are usually those who pose a range of specific management skills, and are able to use these skills in a number of different situations. These skills take on added significance, given to two fundamental changes that have taken place in the structure of many businesses over the past decade: the movement away from hierarchical structures, and the development of self-managing work teams. Managers require a range of skills to operate effectively now and into the future.
These skills include interpersonal (are those skills needed to work and communicate with other people and to understand their needs), communication (the exchange of information between people; the sending and receiving of messages), strategic thinking (allows a manager to see the business as a whole and to take the broad, long-term view), vision (is the clear, shared sense of direction that allows people to attain a common goal), problem-solving (broad set of activities involved in searching for, indentifying and then implementing a course of action to correct an unworkable situation), decision-making

(process of identifying the options available and then choosing a specific course of action to solve a specific problem), flexibility and adaptability (how managers react to changes have dramatic consequences for businesses), and reconciling the conflicting interests of stake holders (businesses sharing information with and seeking input from stakeholders, and involving them in decision making).
Achieving business goals – 
A goal is a desired outcome (target) that an individual or business intends to achieve within a certain time frame. People start a business because they want to achieve something: they have goals they want to attain. Carefully prepared goals benefit managers by: serving as targets, measuring sticks, motivation and commitment. The best method of writing goals is by using the S.M.A.R.T. technique. 
What are the business goals?
Business goals include maximising profits (occurs when there is a maximum difference between the total revenue – that is the number of sales made multiplied by the price – coming into the business and total costs being paid out), increasing market share (refers to the business’s share of the total industry for a particular product), growth (businesses want to grow; wither locally, nationally or internationally), share price (share is a part ownership of a public company), social (e.g. community service, provision of employment, social justice etc.), environmental (concerning about the environment through the business). 
Achieving a mix of the above goals – this section looks at how the above goals link with each other,

leading to the success or failure of a business.
Staff involvement – means involving employees in the decision making process and giving them the necessary skills and rewards. Staff innovation refers to business’s promoting innovation of products and services through staff help. Motivation refers to the individual, internal process that directs, energises and sustains a person’s behaviour. Mentoring is the process of developing another individual by offering tutoring, coaching and modelling acceptable behaviour. Training generally refers to the process of teaching staff how to perform their job more effectively and efficiently by boosting their knowledge and skills. 
Management approaches – 
Classical approach – 
Management as planning: planning is often referred to as the primary management function. It provides the key to both the short-term and long-term success of a business. The ability of a manager to develop, implement and monitor plans will directly affect a business’s success. Planning is the preparation of a predetermined course of action for a business. It involves showing how the business will achieve its stated mission and business goals. There are three levels of planning; strategic planning (planning for the following three to five years. This level of planning will assist in the determining where in the market the business wants to be, and what the business wants to achieve in relation to its competitors), tactical planning (flexible, adaptable planning, usually over one to two years, that assists in implementing the strategic plan), and operational planning

(provides specific details about the way in which the business will operate in the short term). 
Management as organising: it is the structuring of the organisation to translate plans and goals into action. It includes the range of activities that translate the goals of business into reality. These activities include three steps; determining the work activities, classifying and grouping activities, and assigning work and delegating authority. 
Management as controlling: compares what was intended to happen with what has actually occurred. If there is a discrepancy between performance and goals, changes and improvements can be made. There are three steps in this process; establishing standards in line (with the firm’s goals and influences from employees, management, industry and government), measuring the performance of the business against those standards or benchmarks, and making changes where necessary to ensure that goals of the business have been met. There are 3 different levels of controlling a business’s output quality; quality control, quality assurance, and total quality management (TQM). 
Hierarchical organisational structure: arrangement that provides increasing authority at higher levels of the hierarchy. 

• Specialisation of labour resulting in tasks being divided into separate jobs.
• A chain of command that shows who is responsible to whom.
Autocratic leadership style: tends to make all the decisions, dictates work methods, limits workers knowledge about what needs to be done to the next step to be performed, frequently checks employee performance

and sometimes gives feedback that is punitive.
Behavioural approach – 
- Employees should be the focus of the way in which the business is organised. 
Management as leading: to act as a leader, a manager should display empathy and possess good listening skills. A leader will have high expectations of employees’ abilities to initiate and implement ideas. A leader wants to empower. A successful leader is someone who: keeps an open mind, shows confidence in people, builds and communicates a clear vision, sets an example and earns the respect of employees, delegates tasks (handing over of certain tasks or responsibilities to an employee who is suitably capable and qualified to carry them out), conveys the goals of the business to workers to motivate them, demonstrates flexibility in dealing with situations, and understands the technical aspects of the industry or business.
Management as motivating: motivation is required for individuals who need support and need to develop enthusiasm towards what they do; this is done by mangers in the business towards the employees. “Sometimes the only motivation is just to say thank you”. 
Management as communicating: it is the easiest and one of the difficult management activities; due to its complex nature - Unless managers are effective communicators and able to share their thoughts and plans, they will find it difficult to influence others. 
Teams: teamwork involves people who interact regularly and coordinate their work towards a common goal. Understanding how such teams function – that is, understanding the group dynamics of teams

and teamwork, is vital for managers operating in the modern workplace. Flatter organisational structures have evolved due to ‘de-layering’ of management structures resulting in the elimination of one or more management levels. 
Participative/ democratic leadership style: is one in which the manager consults with employees to ask their suggestions and then seriously considers those suggestions when making decisions.
Contingency approach – 
- Stresses the need for flexibility and adaption of management practices and ideas to suit changing circumstances. 
Adopting to changing circumstances; due to the unstable business environment, managers need to be flexible and borrow and blend form a wide range of management approaches.

Management Process – 
- Strategies are the actions that a business takes to achieve specific goals.
- There are four key business function; operations, marketing, finance and human resources.
- Interdependence: refers to the mutual dependence that the key functions have on one another. The key business functions work best when they overlap, and employees work towards common goals. For e.g. each function area to perform at capacity, it depends on the support of others.

Coordinating key business functions and resources:
The coordination of a key business function depends on the broad goals of the business as well as its size. In large businesses they are often separated into different divisions or departments headed by separate managers. This due to the different skills and knowledge required for the different key business functions.
- DIVISION:

refers to the separation of key business functions into specialised units or departments. The business is divided into functional areas.
Operations: 
- Refers to the business processes that involve transformation or, more generally, ‘production’.
- OPERATIONS MANAGEMENT: consists of all the activities in which managers engage to produce a G+S.
• Goods and/or services - manufacturer would transform inputs into goods. Tangible are goods that can be touched. A service organisation will transform inputs into services. Intangible include services that cannot be touched. In the modern society, many businesses produce both tangible and intangible goods. 
• The production process – there are three key elements of the production process: inputs (are resources used in the process of production – they include material inputs, capital equipment, labour, information from a variety of resources, time, and money), processes/transformation (is the conversion of inputs [resources] into outputs [good and services] – the value added is the creation of extra or added value as raw materials are transformed into intermediate or finished products through the various stages of production), and outputs (refer to the end result of a business’s efforts – the service or product that is delivered or provided to the consumer).
• Quality management – it is the strategy which a business uses to make sure that its products meets customer expectations. Quality refers to the degree of excellence of goods or services and its fitness for a stated purpose. There are three quality approaches; quality 

control (involves the use of inspections at various points in the production process to check for problems or defects), quality assurance (involves the use of a system so that a business achieves set standards in production), and total quality management (TQM) (an ongoing, business-wide commitment to excellence that is applied to every aspect of the business’s operation). 

Marketing:   
It is the process of planning and executing the conception, pricing, promotion and distribution of ideas, goods and services to create exchanges that satisfy individual and organisational objectives. For a business to make profit, it needs to create and market products that consumers will purchase. 
- IDENTIFICATION OF THE TARGET MARKET: a target market is a group of customers with similar characteristics who presently, or who may in the future, purchase the product. For e.g. Coca-Cola offers different consumers’ different drinks such as normal Coca-Cola, Diet Coca-Cola, Coca-Cola Vanilla, as well as Pump still water, PowerAde Isotonic, and Fruit box Juice. Mass market approach seeks a large range of customers, the market segment approach occurs when the total market is subdivided into groups of people who share one or more common characteristics – once the market has been segmented, the business selects segments to become the target market (e.g. segment 1: Female, 50+, high income), allowing the business to better satisfy the wants and needs of a targeted group. Primary target market is the segment at which most of the marketing resources are directed (McDonalds – kids and young adults).

Secondary target market is usually a smaller and less important market segment (McDonalds – adults). A niche market is a narrowly selected target market segment.
- MARKETING MIX-4 P’s: marketing strategies are actions undertaken to achieve the business’s marketing goals. Marketing mix refers to the combination of the four elements of marketing, the 4p’s – product, price, promotion and place – that make up the marketing strategy. 
The product lifecycle describes the life of a product over four stages; introduction, growth, maturity and decline. The business owner need to determine the products quality, design, name, warranty and guarantee, packaging, labelling and exclusive features. Product positioning refers to the development of a products image compared to its competitor. Packaging involves the development of a container and graphic design for a product. Brand is a name, term, symbol or design that identifies the specific product and distinguishes it from competitors. 
Price refers to how much the good or service, provided by the business, costs. This involves cost plus margin, market price, competitor’s price, and discount pricing. 
Promotion refers to the methods used by a business to inform, persuade and remind customers about its products. Promotion can be performed through personal selling, sales promotion, publicity, and/or advertising. 
Place (Channels of distribution – ways of getting the product to the customer) refers to where the product if being sold. This involves producer to customer, producer to retailer to customer, or producer to wholesaler to retailer

to customer.

Finance:   refers to how the business funds its activities – for instance, where it gets the money to trade, why it chooses to use certain lenders – as well as the costs, risks, and benefits of borrowings. Financial statements are reports that summarise transactions over a period of time. The main kinds of financial statements are cash flow statement, income statement and a balance sheet. 
- CASH FLOW STATEMENT: shows the movement of cash receipts (inflows, such as money from sales) and cash payments (Outflows). Liquidity refers to the amount of cash a business has access to and how readily it can convert its assets into cash so that debt can be paid.   

- INCOME STATEMENTS: is a summary of the earned and the expenses incurred over a period of trading. It helps users of information see exactly how much money has come into the business as revenue, how much has gone out as expenditure and how much has been derived as profit. 


Net sales are the amount of revenue a business has earned from sales when the effects of sales returns are deducted. 
Gross profit is the term given to the sales minus the cost of goods sold (COGS).

The cost of goods sold (COGS) is the value of stock that a business has sold to its customers. Opening stock is the value of stock (or inventory) that the business has at the start of the financial year. Closing stock is the value of stock on hand at the end of the financial year. 

Expenses are simply costs. Specifically, expenses are the costs incurred in the process of acquiring or manufacturing a good or service to sell

and the costs (direct and indirect) associated with managing all aspects of the sales of that good or service. Net profit is the difference between the gross profit and operating and non-operating expenses.

- BALANCE SHEET: is a statement of the business’s assets and liabilities (financial position) at a particular time using the heading ‘as at’ to pinpoint when it was created.


The balance sheet is divided into 2 parts; left side – assets (things a business owns), right side – liabilities and owner’s equity (things the business owes). 
• Assets are items of value to the business that can be given a monetary value. Current assets are items whose value is expected to be used up, or turned over, within 12 months – e.g. bank savings. Non-current assets are those items that have an expected life of 3-5 yrs or longer. Intangible items are things of worth that have no physic substance – cannot touch. 
• Liabilities are items of debt owed to other organisations (e.g. suppliers/ banks) and include loans, accounts to be paid by the business, mortgages, credit card debt and accumulated expenses. Owner’s equity is the funds contributed by the owner(s) to establish and build the business. It is also called capital.
• BALANCE SHEET EQUATION: 

Human resources: management of the relationship between managers (employers) and employees.   The human resource/employment cycle covers all stages in the process of employing staff, from initial planning through to recruitment, selection, induction, training and development, performance management, and eventual separation of employment.

Human resource planning is the development of strategies to meet the business’s future staffing needs. Job analysis is a systematic study of each employee’s duties, tasks and work environment. Job description is a written statement describing the employee’s duties, tasks and responsibilities associated with the job. Job specification is a list of the key qualifications needed to perform a particular job in terms of education, skills and experience.
• RECRUITMENT – is the process of attracting qualified job applicants from which to select the most appropriate person for a specific job. Internal recruitment involves filling job vacancies with present employees, rather than looking outside the business. External recruitment involves job vacancies with people from outside the business. 
SELECTION – employee selection involves gathering information about each applicant for a position, then using that information to choose the most appropriate applicant. A curriculum vitae or resume is a summary of a person’s previous employment experience.
• TRAINGING – it generally refers to the process of teaching staff how to perform their job more efficiently and effectively by boosting their knowledge and skills. Development refers to activities that prepare staff to take greater responsibility in the future. A learning organisation monitors and interprets its environment, seeking to improve its understanding of the relationship between its actions and its environment.
• EMPLOYMENT CONTRACTS – it is a legally binding, formal agreement between an employer and an employee. There are 3 different

types of employment contracts; award, enterprise agreement (negotiated arrangement between an employer and union or group of employees), and common law contract (exists when employers and employees have the right to sue for compensation if either party doesn’t fulfil their part of the contract. Employers have responsibilities that they have to fulfil as well. Occupational health and safety (OH&S) refers to the responsibility the employer has to ensure the workplace is safe for employees and that steps are taken to minimise harm. 
• SEPERATION – is the ending of the employment relationship. Voluntary separation occurs when an employee chooses to leave the business of their own free will (e.g. resignation/retirement/redundancy). Involuntary separation occurs when an employee is asked to leave the business against their will (e.g. retrenchment/dismissal [unfair dismissal]/ redundancy). 
Ethical business behaviour: business ethics is an application of moral standards to business behaviour. Ethical issues include fairness and honesty, respect for people, conflict of interest (occurs when a person takes advantage of a situation or piece of info for his or her gain rather than for the employer’s interest), financial management, and truthful communication. A corporate code of conduct is a set of ethical standards for managers and employees to abide by – and can also be seen as a strategy to encourage ethical behaviour. A business’s social responsibility refers to a business’s management of the social, environmental, political and human consequences if its actions. 
Management

and change –
- Change is any alteration in the business and work environment. 
Responding to internal and external influences: transformational change refers to a complete restructure throughout the whole organisation. Incremental change results in minor changes, usually involving only few employees. Structure change refers to changes in the business’s structure – that is, the organisational chart. 

Managing change effectively: there are a number of strategies a manager uses to manage change effectively; which range from low to high risk. 
- IDENTIFYING THE NEED FOR A CHANGE: an effective manager should always have a holistic (looks at the whole picture) approach towards identifying current trends and predicting future changes. 
 Business information systems – data are unprocessed facts and figures such as sales figures and customer complaints. Information is processed data that have been deliberately selected and organised to be useful to an individual manager. A business information system (BIS), also referred to as a management information system (MIS), gathers data, organises and summarises them, and then converts them into practical information. The vision statement states the purpose of the business.

- Resistance to change: 




- MANAGEMENT CONSTULTANTS: is someone who has specialised knowledge and skills within an area of business. Best practice refers to those business practices that are regarded as the best or o the highest standard in the industry. Change management is a methodical approach to dealing with change; both from the perspective

of a business and on the individual level.

Business Planning
What is a small to medium enterprise, its role, economic contribution, and its success and/or failure?

A small to medium enterprise is in the local markets, independently operated, independently owned, closely controlled by owner/operator, not dominant in the industry (that is, small share of total industry output), locally based, bulk of capital provided by owner, reliant on internal support services, owner basically responsible for decision making, (non-manufacturing companies, fewer than 20 employees; manufacturing companies, fewer than 100 employees), and personalised service. 
According to the Australian Bureau of Statistics (ABS), in 2010, SMEs accounted for 98% of all private sector businesses. 
The role of SMEs is in the Australian economy is to:
- Employ 73% of people working in the private sector
- Have created 80% of Australia’s employment gains during the past 10 yrs
- Produce 50% products produced each yr
- Etc.
An economy is a system used to determine what to produce, how to produce and to whom production will be distributed. SMEs contribute to the economy through the gross domestic product (is the total money value of all goods and services produced in Australia over a 1-yr period – economic growth occurs when a nation increases the real value of goods and services over a period of time), employment (SMEs employ about 7.5 million people – in 2009-2010 – leading to employed Australians using their wages to buy goods and services, which hence stimulates the economy), balance payment (BOP

– is   record of a country’s trade and financial transactions with the rest of the world over time, usually one yr), and their contribution to invention and innovation (invention – creating new products, innovation – fixing, improving products already being sold by the business)
Many entrepreneurs start a business, and this business may lead to success or failure. Success of a business is when the business is known by its consumers ( reputation) and also gain growth and profit over time, due to this – the keys to a business’s success are flexibility, reputation, focus on market niche, entrepreneurial ability, and access to information.
The failure of a business is when it has either become bankrupt (fallen into debt) or just does not grab the consumer’s attention, and hence does not gain growth and/or profit. 

What are the influences in establishing a small to medium enterprise?
This includes personal qualities; qualifications (have the knowledge and degree to join and work in the business with great efficiency and to their maximum ability), skills (they can be derived from the experience, or the education/training of a business), motivation (refers to your personal drive, determination and desire to achieve a goal or objective), entrepreneurship (an entrepreneur is someone who starts, operates and assumes the risk of a business venture in hope of making profit – includes the benefits of entrepreneurship and the burdens of entrepreneurship), cultural background (can be an influence to the reason why they establish a business), and gender (e.g. women are currently establishing

businesses that are succeeding – compared to the past, where this was not likely to occur). 
The sources of information for businesses come from professional advisers (i.e. Accountants, solicitors, bank managers, and management consultants), Government agencies (i.e. in the state government – Business Enterprise Centres (BEC) Australia, and federal government – www.business.gov.au, local government – they offer advice on land zoning, assist with subsided land and consider development applications), and other sources may include associations, libraries, Australian Bureau of Statistics etc. 
A business idea may be original or already existent in from different businesses. 
Identifying business opportunities: - can be described as something an entrepreneur can see as an avenue to success. It is often identified when a person believes they can provide goods or services in a better or different way from those already on the market. Competition: - is a rivalry among businesses that seek to satisfy a market. SME owners must decide how to make a product competitive. This can be done by either reducing costs of production or providing something not already available.
Establishment options: - there 2 main ways of going into a business; setting up a new business from scratch, which may involve buying a franchise, or purchasing an existing business. 



Market: - crucial questions include ‘who will buy the good or service’, ‘what is the most suitable price for the good or service?’, and ‘What is the most suitable location for the business?’ Businesses fail without 

a market (customers) for their goods or services, so they must always undertake a market analysis. A market analysis involves collecting, summarising and analysing information about the market. Price can be set by following a recommended retail price, using percentage mark-ups, price leadership or finding what the market will bear. One of the key decisions of prospective small business owner is concerning the actual location of the business. Different types of business will be suited to different locations.
Finance: - it refers the funds required to carry out the activities of a business. It is a crucial issue when an entrepreneur is identifying a business opportunity, especially considering that it if often difficult to collect/acquire. Sources of finance include DEBT (banks, finance companies, credit unions, building societies, solicitor’s trust accounts, and trade credit) and SHAREHOLDER’S EQUITY (your own or partner’s   money – funds contributed by the business’s owner(s) to start and then expand the business). Debt finance is the money obtained through loans. Debt financing terms include short term (5yrs). With a bank overdraft, the bank allows a business to overdraw their account up to an agreed limit for a specified time, to overcome a temporary cash shortfall (short term). A mortgage is a loan secured on some type of asset (long term). The cost of finance will depend on the type of finance (e.g. interest – cost of borrowing money expressed as its percentage), the source, and term. Financial requirements; establishment costs (include those costs involved in setting up

the business), and operating costs (those costs involved in the ordinary day-to-day running of the business).
Legal considerations: - there are many licenses, permits, approvals and authorities that must be taken into account by SME owners. The 3 levels of government (federal, state and local) all have regulations which small business owners must adhere to. The regulations are composed to promote fairness, protect consumers and encourage efficiency. Businesses have to register their name if they include ‘Pty Ltd’, ‘Co’ etc, at the end of their business name. Zoning is controlled by local governments and it ensures that activities that do not belong together, such as those associated with factories and residential areas are kept separate. Health   regulations are also imposed by local governments, and they supply businesses (primarily dealing with food, such as cafes, restaurants, butcher shops, bakeries etc) with the requirements and standards to meet in order to receive a licence to operate (e.g. requirements may be the temperature of food storage). Trade practices Act 1947 is a law that protects both consumers and businesses from deceptive or misleading practices, and it regulates the trade practices of businesses.
Human Resources: - employees are the most valuable resource of any business – hiring the right people at the right time with the right skills on the right quantity is crucial for a business’s success. SME owners have important human resource requirements which they need to fulfil, including; staffing objectives, specific duties to be performed, the skill base 

of existing staff, a forecast of future staff requirements and skills, methods the business will use to recruit extra staff, a form of the organisational structure, and administrative records to be kept to manage the employees. The most important requirement is to deal with the skill of employees since skilled employees create wealth for the business due to their high productivity. If skill level is not adequate enough then; provide training to improve the skill levels of existing employees. And/or recruit people who have the required skills. A business will only employ someone if the return is greater than the cost. Employees also have other expenses called on-costs (payments for non wage benefits – e.g. superannuation funds, sick leave, holidays, and long service leave). 

Taxation: - it is the compulsory payment of a proportion of earnings to the government. 

• Input tax credit is an allowable tax deduction that a business can claim for any GST included in the price of business inputs.
• The business activity statement (BAS) records a business’s claim for input tax credits and accounts for GST payable.
• Australian business number (ABN) is a single identifying number a business uses when dealing with government departments and agencies.
• Property rates (i.e. water and sewage etc) are the main local government charge a business will face.
What is a BUSINESS PLAN?
A business plan is the ‘road map’ for future growth and development within a business. It sets out the desired goals and direction of the business. The business plan should always be a working document

since modifications may be needed due to different conditions. 

Business planning process – planning is the process of setting targets and deciding how to achieve them. The business environment is a source of planning ideas and is divided into categories; internal business and external business environment. Information is an essential ingredient needed to prepare a business plan – having up-to-date, relevant and accurate information will allow the business owner to prepare a much superior business plan. The SITUATIONAL (SWOT) ANALYSIS involves the identification and analysis of the internal strengths and weaknesses of a business, and the opportunities in, and threats from, the external environment. For e.g. – (layout)
Strengths Weaknesses

Opportunities Threats

• The SWOT analysis can be used at all stages of the planning process.

The vision statement broadly states what the business aspires to become; its purpose and its function. The main purpose of the vision statement is to guide and direct the business owners, managers and employees. For e.g. “To be the region’s most architectural design company, providing solutions and the best customer service experience”. Goals assist in realising the business’s vision – for e.g. “To become the largest business in the market” – hence goals are the motivating force behind the business. 

• Objective is a specific statement detailing what a business (or individual) needs to achieve in order to accomplish its vision.
• Strategic goals focus on long-term, broad aims and apply to the business as a whole. 
• Tactical objectives

focus on mid-term, departmental issues and describe the course of action necessary to achieve the business’s strategic goals.
• Operational objectives focus on short-term issues and describe the course of action necessary to achieve the tactical objective and strategic goal. 
There are 3 main business goals; FINANCIAL GOALS (profit, market share, growth diversification, and share price. A return is any profit that investors make from their investment), SOCAIL GOALS (community service, provision of employment, social justice, and ecological sustainability), and PERSONAL GOALS OF MANAGERS AND OWNERS.
Long term growth is the ability of a business to continually expand. The strategies include; price discounting tactic to entice customers into stores, targeted promotional sales, streamlining of its logistics (management of business operations, such as purchasing, storage etc), and concentrated effort to reduce shoplifting by installing security camera. Other strategies include; customer feedback, suppliers and customer partnerships, product innovation, and sigma six (99.99% products produced by business are defect free).
ORGANISING RESOURCES - resource allocation refers to the efficient distribution of resources so as to successfully meet the goals that have been established. Operations is a function of a business involving transforming different types of inputs (raw materials, labour, equipment etc) into finished or semi-finished goods or services. To undertake successful production a business need to ask; what type of equipment and raw materials are need?, which suppliers

will be used?, how much money needs to be allocated for the purchase raw materials and resources?, what storage, warehouse and delivery systems are required?, and what level of technical expertise will employees need to achieve maximum productivity?. Marketing plan will only succeed if all sections of the business are involved in satisfying a customer’s need + wants, while achieving the business’s goals – hence, additional funds, training and the use of adequate resources would lead to expertise and efficiency within the business. Finance businesses require funds to operate - most appropriate question the SME owner needs to answer is “what will be the most appropriate source of finance?” – Usually financial institutions, banks, family or friends. The amount of equity (ownership of business) and potential control a SME owner must hand over to obtain necessary financing. A grant is any mandatory or financial assistance that does not generally have to be paid - usually paid by the federal or state government (they are usually provided for expanding business, research and development, innovation, and exporting). Human resources are the employees of a business; hence each employee of a business represents a large % of the workforce, as their contribution is vital for the success of a business. This is why employees are a business’s most important resource and a great deal of care and thought is needs to be given to how best to organise this crucial resource. 
FORECASTING – or projections, are the business’s predictions about the future. The total revenue (TR) is the total

amount received from sales of a good or service. 

Sales forecasting data can be gathered using market research techniques such as customer surveys; data is more precise if the business has some previous history to act as a guide.       Total cost (TC) [of producing a certain number of goods or services] is a combination of fixed cost (FC) [costs that do not vary regardless of how many units of a good or service are produced] and variable cost (VC) [costs that depend on the number of goods or services produced].

The break-even analysis is used to determine the level of sales that needs to be generated to cover the total cost of production. It is an important planning tool because management can determine the level of sales required to obtain a profit. It can also be used to determine the effect on profit is sales increase or decrease. The break-even analysis quantity can also be calculated by using the formula;



A cash flow projection shows the changes to the cash position brought about by the operating, investing and financial activities of the business. It provides information on a business’s expected cash receipt (inflows) and cash payments (outflows) over an accounting period, usually 12-months. It is month-by-month projection of the flow of money into and out of a business. The cash flow projection is an important tool for cash flow management. It offers the SME owner a clear indication of how much capital investment the business idea requires, and it also offers bank loan officers evidence that the business is a good credit risk.
A business also has to monitor

(process of measuring actual performance against planned performance) and evaluate (is the process of assessing whether the business has achieved stated goals) its environment and take corrective action – that is, it adjusts its business plan to avoid any problems. A business plan should constantly be monitored and evaluates for the business to reach success. 

Sales generate revenue for the business, so it is important that the sales management control function be regularly performed. It involves comparing budgeted sales against actual sales, and making changes where necessary. 
Budgets are the business’s financial plan for the future. It includes the projections of incomes and expenses over a set period of time. They assist and emphasise the goals of the business and provide a basis for administrative control, direction of sales effort, production planning, control of stocks, price setting, financial requirements, control of expenses, and production cost control. It should regularly be compared with actual figures to detect any discrepancies. 
Profit – there are 5 main reason why a business’s profits must be monitored and evaluated; profit as a reward, profit maximisation, profit as a source of finance, profit as a performance indicator, and profit as a dividend payment.
Taking corrective action – modifying is the process of changing existing plans, using updated information to shape future plans.

What are the critical issues in business success and failure?
• Importance of a business plan – 
A business plan is essential for the success of the business – it

should contain reliable and accurate information in enough detail to be valid. It should contain a clear statement of the goals of the business – what he business wants to achieve –, a well developed plan for achieving these goals, and reliable control standards for measuring performance. Accuracy and realistic expectations are crucial to an effective business plan. It is unethical to deceive investors and financiers, and it is unwise to deceive oneself. 
• Management: staffing and teams – 
Management is concerned with coordinating a business’s resources to achieve its goals. Management is also the process of working with and through other people to achieve the goals of a business in a rapidly changing environment. A manager’s skill is a crucial factor determining a business’s success or failure. If the SME owner wants to succeed it is essential to have employees who are satisfied and motivated, as they will be more productive. They also provide a business with a competitive advantage. External recruitment refers to a business paying recruitment agencies money to help them with recruiting employees for their business. The skill of employees - skills audit is a process that establishes the current skill levels of employment and future skills requirements, skills inventory is a database containing information on the skills, abilities and qualifications of existing staff. Team approach is a catalyst for superior performance within a business. Business’s are learning that teams make more informed and creative decisions, work without the need for close supervision, create greater

levels of employee cooperation, and provide improved customer service and/or production output.
• Trend analysis – 
It the process of investigating changes over time and looking for a pattern (trend) in order to predict the future. It is based on the idea that what happened in the past provides an idea of what will happen in the future. It is a powerful tool and forecasts factor such as potential sales, total revenue, total operating costs, gross and net profits, and the availability of labour. 
• Identifying and sustaining competitive advantage – 
Refers to the strategies used by a business to gain and ‘edge’ over its competitor. It can include price/cost strategy, differentiation strategy, and ensuring long-term success.

• Avoiding overextension of financing and other resources – 
Those financing a business should start small, although some business owners tend to invest too much into their business its’ establishment phase, leading to excess expenditure. Overextending expenditure can create a high degree of business risk. To avoid overextending, businesses should undertake thorough planning, avoid overdependence on debt financing, engage in long-term financial planning, and grow at a sustainable rate. The overextension of stock can lead to lose in revenue, since it ties up a business’s cash. The overextension of staff can lead to employee to much staff. 
• Using technology – 
Technology is changing the machinery and equipment we work with, and changing the workplace environment. These changes have had a major impact on the internal and external business environments,

and the extent and speed of change is likely to continue.     E-business (electronic business) is using the interne to conduct business (e.g. EBAY). E-commerce (electronic commerce) is the buying and selling of goods and services via the internet. 
• Economic condition – 
Economic conditions is an aspect of the external business environment on which the business shad no control over. Economic conditions that promote business success include (when economy is in a boom) high levels of consumer spending, falling unemployment, and increases production. Economic conditions that lead to business failure include (downturn of an economy) lower levels of consumer spending, rising unemployment, decreased production). 

End of business studies preliminary notes (syllabus dot points)
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2 advantages of the situational analysis: identifies and analysis of the internal strengths and weaknesses of a business, and the opportunities in, and threats from, the external environment

an advantage and disadvantage of forecasting technique- break even; It is an important planning tool because management can determine the level of sales required to obtain a profit. It can also be used to determine the effect on profit is sales increase or decrease.
which is monitoring
input and output in the past
and using that knowledge 2 plan towards the future
budgeting
seeing how much expenses and what can be used to reduce them in the future and plan accordingly

the meaning of a business plan: A business plan is the ‘road map’ for future growth and

development within a business. It sets out the desired goals and direction of the business. The business plan should always be a working document since modifications may be needed due to different conditions. 
you need to know how to calculate the net profit of a balance sheet: total assets- total liabilities

a business report, the structure of it - executive summary, the sub headings, conclusion (btw this is the 20 marker)

the marketing management
product ( the 3 things we said before)
-price (the four methods)
-promotion (the promotion strategies)
-place (how it gets to the customer)

the methods of hiring staff:
internal:
-promotion
-trade

external:
-advertisement
-word of mouth
-school/tafe/uni
-recruitment agencies

something about maturity
advantages of getting an existing business over starting a new one (thats in the long responce)
you need to know marketing mix
thats a definate
the 4 P's
place
product
price
promotion
you need to know the difference between all the statements
you need to tell the difference between "equity finance" and "debt finance"
the revenue statement also shows whether the business is making a profit or losing money
- balance sheet - difference between the statements (cash flow, revenue, balance) - difference between debt and equity

-human resources - 2 methods of selecting staff - job advertising
-business life cycle
-management theories
-business plan
-marketing
whats the difference between a niche market and a mass market?
Mass- large range of customers
Nice- narrowly selected target market se
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