Introduction

ABOUT THE LEARNER MATERIALS FOR THE
CERTIFICATE III IN ENTREPRENEURSHIP AND NEW BUSINESS
BSB30220

ELECTIVE UNITS

CORE UNITS

These learner materials have been developed specifically to assist participants undertaking
the Certificate III in Entrepreneurship and New Business BSB30220 to meet the required
competencies. The units include:
•
•
•
•

BSBESB301:
BSBESB302:
BSBESB303:
BSBESB305:

Investigate business opportunities
Develop and present business proposals
Organise finances for new business ventures
Address compliance requirements for new
business ventures

•
•
•
•
•
•

BSBESB304:
BSBFIN302:
BSBOPS302:
BSBOPS304:
BSBPEF301:
BSBESB404:

Determine resource requirements for new business ventures
Maintain financial records
Identify business risk
Deliver and monitor a service to customers
Organise personal work priorities
Market new business ventures

Compliant with
BSB30220
Training Package
rules

The information required to address the Performance Criteria of each of the Elements of the
above units has been integrated where appropriate, and is presented in six Modules as follows:
MODULE 1: RESEARCHING THE BUSINESS
OPPORTUNITY
Chapter 1: Describing business ideas

BSBESB301:

1.1-1.5

Chapter 2: Market research

BSBESB301:

2.1, 2.2, 2.5, 3.1-3.3

Chapter 3: Factors affecting the market

BSBOPS304:
BSBESB301:

1.1-1.4
2.3-2.4

BSBESB302:

1.1-1.4, 2.1-2.3

BSBESB302:

3.1-3.4, 4.1-4.3

BSBESB305:

1.1-1.3, 2.1-2.4, 3.1-3.3

Chapter 1: Marketing strategies

BSBESB404:

1.1-1.4

Chapter 2: Your marketing mix

BSBESB404:

2.1-2.4

Chapter 3: Implementing and monitoringmarketing
strategies

BSBESB404:

3.1-3.4

MODULE 2: BUSINESS PLANNING
Chapter 1: Evaluating business opportunities
Chapter 2: Preparing a business proposal
MODULE 3: BUSINESS STRUCTURE AND LEGAL REQUIREMENTS
Chapter 1: The legal structure of your business
Chapter 2: Legislation codes and regulatory requirements
Chapter 3: Negotiating and arranging contracts
MODULE 4: MARKETING
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Chapter 4: Coordinating and reviewing promotional
activities
Chapter 5: Customer Service

BSBESB404:

4.1-4.4

BSBOPS304:

2.1-2.5, 3.1-3.5

Chapter 1: Resources required in the business

BSBESB304:

1.1-1.3

Chapter 2:
Chapter 3:
Chapter 4:
Chapter 5:

BSBESB304:

2.1-2.4

BSBESB304:

3.1-3.2

BSBOPS302:

1.1-1.3, 2.1-2.3, 3.1-3.3

BSBPEF301:

1.1-1.4, 2.1-2.4, 3.1-3.5

Chapter 1: Your personal financial position
Chapter 2: Cash flow for your business

BSBESB303:

1.1-1.2

BSBESB303:

1.3, 2.1-2.5, 3.1-3.3

Chapter 3: Profitability of the business
Chapter 4: Maintaining financial records

BSBESB303:

2..5

BSBFIN302:

1.1-1.4, 2.1-2.4, 3.1-3.4

MODULE 5: OPERATIONS
Appropriate sources for the resources you need
Preparing to use the resources in the business
Risk management
Organising personal work priorities and
development

MODULE 6: FINANCES

Each Module presents:
• Content that is relevant to the elements within the units specified.
• A range of training tools including:
– Key concepts: list the key concepts at the beginning of each module to focus
participants on the major topics covered.
– Activities: clarify various concepts through individual, partner or group work.
(Note: the activities are intended as an aid to learning, not necessarily as
assessment tasks.)
– Examples and case studies: utilise a wide range of small business scenarios
to clarify the content.
– Checklists: summarise information in relation to various concepts.
– Summary tables: list such aspects as advantages and disadvantages, or key
features.
The resource also includes:
• Further information: provides a list of websites, which contain up-to-date information
relevant to business.
• Table of contents: presents an overview of the topics and concepts presented.
• Glossary: defines key terms related to the resource.
• Download: available with the resource and presents Activities and Solutions, a
Business Proposal Proforma, and a set of Financial Tables in both linked, unlinked and
hard copy versions.

Innovative Business Resources

©

iiiiiiiii
iii

Introduction

The program provides for flexible approaches to learning, and individual trainers/facilitators
are able to vary the delivery of the course according to individual and group needs.
Practical demonstrations and examples, action learning processes, group participatory
discussions, and an application of the various aspects to participants’ own business ventures
is recommended, wherever possible.

To supplement the Learner Materials, a Trainer Resource including Assessment Materials is
available.

THE TRAINER RESOURCE
The Trainer Resource is an important tool for the trainer/facilitator, to assist in the delivery
of the Certificate III in Entrepreneurship and New Business BSB30220. This resource
is a Download that supports all six modules of the Certificate III Learner Resource and
incorporates:
1. Assessment materials
The Assessment Materials are specifically written for the Units included in this version of the
Certificate III in Entrepreneurship and New Business BSB30220 and is intended for use in
conjunction with the IBR Learner Materials. The materials:
• are fully customisable
• cover the competency elements and address all performance criteria within each Unit
• meet the five ‘rules’ of evidence, being: valid, authentic, reliable, sufficient, and current
• provide a Marking Key which addresses the assessment tasks
• provide a Record of Assessment Overview for the facilitator to record each participant’s
achievement on the performance criteria within each Unit.
As there are many potential sources of evidence, and many methods and techniques for
gathering evidence in competency-based assessment, the assessment material chosen
for the units within the Entrepreneurship and Small Business specific competency field
are diverse. However, the main platform for assessment is based on ‘Questioning’. Other
evidence techniques utilised include simulation, review of products/work samples, portfolio,
structured activities, and third party feedback.
2. PowerPoint presentations
These colour slides are for use in the delivery of each module. They allow the trainer to
reinforce concepts presented in the Learner Materials. Each slide references the specific
page in the IBR Certificate III Learner Resource.
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MODULE 1
Investigating business
opportunities
KEY CONCEPTS
☛ Describing business ideas

☛ Identifying market needs

☛ Identifying business opportunities

☛ Succeeding in business

☛ Sources of information and assistance

☛ Skills and abilities necessary for business

☛ Methods of gathering information

☛ Factors affecting the market

☛ Feasibility study

Chapter 1: Describing business ideas

MODULE 1

CHAPTER 1
DESCRIBING BUSINESS IDEAS

B

efore you begin investigating business ideas, it is important to have an understanding of
the range of different types of businesses and the industry sectors in which they fall.

If you are considering starting you own business, it is most likely that this will be a small
business enterprise. These are the backbone of our economy, making a vital contribution to
industry gross product, and are a key component of regional Australia.
The nature of the Australian economic environment, in which diversity and private enterprise
feature highly, provides great opportunities for those with the innovation, initiative, confidence
and motivation to embark on a new business venture.

INDUSTRY SECTORS

O

ne way to classify businesses is based on the type of activity they undertake.
Businesses conducting similar types of activities can be grouped into an industry
sector. There are four main types of industry – primary, secondary, tertiary and quaternary,
as illustrated below.
TYPES OF BUSINESSES

PRIMARY SECTOR

SECONDARY SECTOR

TERTIARY SECTOR

QUATERNARY SECTOR

Agriculture,
farming, fishing
Mining

Manufacturing
Construction
Wholesale trade

Retail trade,
entertainment
Services

Information
technology
Culture

1. Primary sector
This comprises businesses that grow or collect raw materials. Typical
primary industries include:
• Agriculture, farming and fishing: this industry provides products
that are grown, such as fruit and vegetables, grains, dairy products,
meat and natural fibres, or taken from the wild, such as seafood.
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• Mining: this industry discovers and extracts metals, such as iron and gold, and energy
sources, such as coal and natural gas.

2. Secondary sector
This comprises businesses that utilise the raw materials which have
been grown or extracted. Secondary products can be semi-finished,
such as fabric and steel, or finished, such as clothing and greeting
cards. Typically, secondary industries include:
• Manufacturing: these are industries that actually make something.
They include engineering products; audio, visual and computing
products; and household products.
• Construction: this industry includes the building of anything from a
home or high-rise complex, to major works such as dams, roads and bridges.
• Wholesale trade: these businesses supply the retail trade with goods. Products are
purchased from the manufacturer and stored until required by retailers.

3. Tertiary sector
This comprises businesses that deal mostly with the consumer. It may
involve selling the goods that the secondary sector has created, or
providing customers with a service.
• Retail trade: these businesses sell goods to the public, and include
all of the stores you visit to buy food, clothing, toys and computerrelated products.
• Services: these businesses include:
– transport and storage, such as freight carrying services, taxi, air and rail services
and import/export providers
– recreational, personal and other services, such as hair and beauty salons, social
organisations, sporting facilities and domestic services.

4. Quaternary sector
Comprises businesses that collect, create, process, store and
distribute information. In the past this sector was considered part of
tertiary industry, but has now grown from a support service to a large
industry on a global scale. Typical quaternary businesses include
government, culture, libraries, scientific research, education and
information technology.
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TABLE 2.1.1: BENEFITS AND PITFALLS OF BUSINESS OWNERSHIP
The pitfalls of small business ownership

 Opportunity for flexible working hours

 Long hours and few holidays

 Opportunity to earn income in excess of that
obtained working for someone else

 A range of skills required – you must be all things
to all people

 Being your own boss

 The need to be self-motivated

 Development of your own ideas

 Risks, both financial and personal

 Security for the future

 Staff problems

 Sense of achievement and personal satisfaction

 Many overseers, including customers, suppliers,
government agencies, bankers

 Independence in decision making

 Pressure on self and family

 Control of your own destiny

 Total responsibility

 Potential ability to create jobs

 Loneliness, particularly if home-based

 Opportunity to build an asset which you may
later sell

 Possible insecurity and uncertainty – there is no
guaranteed income

MODULE 2

The benefits of small business ownership

 Possible interruption to career

THE ESSENTIALS FOR SUCCESS IN BUSINESS

O

wning and managing a business can be rewarding or demoralising. Whether your
business will succeed or fail depends on your abilities, initiative and capacity to work,
and most importantly, on knowing the basics and doing them well.
Contrary to common perceptions, most Australian businesses survive for a considerable time.
For example, around two-thirds of businesses are still operating after five years and almost
one-third are still operating after ten years. Around 7.5 per cent of businesses exit each year,
and cessations account for 80 per cent of exits, with changes in ownership accounting for the
remainder. Most exits are not the result of enterprise failures. In fact, less than 0.5 per cent of
businesses exit each year due to bankruptcy or liquidation.

Why do businesses fail?
A business is said to have ‘failed’ when it stops trading because:
It is declared bankrupt (a legal process
to distribute among the creditors the
property of a person or firm which will
not, or cannot, pay outstanding debts)

OR
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Lack of management
expertise
Inadequate
record keeping
Cash flow
problems
Partnership
problems

Failing
to plan is
planning
to fail

Incorrect pricing
structure
Failure to seek/
take advice
Neglect

Marketing
problems
Lack of capital

MODULE 2

Poor planning

WHY BUSINESSES FAIL?

By far the largest number of business failures are due to poor management. In analysing the
reasons for business failure, the mistakes which tend to occur repeatedly include:
• Poor planning: ‘Failing to plan is planning to fail’ is an old adage which describes a major
reason for business failure. Thorough planning and adequate research into the potential
of the business venture are essential, and can dramatically reduce the chances of failure.
You, and your ability to plan and address issues before they become crises, are the most
important determining factors in your business’s success.
• Lack of capital: It is easy to underestimate the total cost of setting up a business, and to
overlook the fact that there may be a period of non-income earning, while the business is
becoming established.
• Partnership problems: Partners should be chosen on the basis of their ability to
contribute to the business, not on friendship. Making a partnership work is a difficult task.
• Lack of management expertise: The ability to set goals, organise, administer, plan,
delegate and budget are all essential qualities for effective management.
• Incorrect pricing structure: Many small firms tend to underprice their products/services,
because they have not given consideration to the actual cost of providing these products/
services. It is not necessary to be the cheapest, as long as you remain competitive.
Instances of overpricing occur less frequently.
• Inadequate record keeping: It is essential to keep accurate records in order to monitor
the progress of the business, and to comply with government regulations.
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BUSINESS PROPOSAL PROFORMA
NOTE: This Proforma provides you with an outline for your Business Proposal
and indicates the information that needs to be included within each section.

1. EXECUTIVE SUMMARY

•

MODULE 2

Write the summary when you have completed all other parts of your Business Proposal, as you
will then have a far better idea of what to include. It should not exceed two pages.
Description of the business:
Name of the business:

Insert the business name.

Name of the owner(s):

Insert the name(s) of the owner(s).

Structure of the business:

Select from sole trader/partnership/company.

Specific product or service:

Describe the products/services the business will provide and
how they will benefit customers.

•

Motives for entering the business enterprise: Describe how the business idea was
determined, why it is an opportunity worthwhile pursuing, and why it will succeed.

•

Business goals and objectives:
Goals:

List the goals for the enterprise.

Objectives:

List the objectives for the enterprise.

•

The target market: briefly explain the industry and the target market, and how these
customers will be reached and serviced.

•

Financial assistance required: if applicable, briefly indicate the amount of money
required, and how the money will be used.

•

Financial summary: estimate the end of period cash position of the business enterprise
as presented in the cash flow. How much profit do you think the business will make?

2. THE BUSINESS CONCEPT
2.1

ABOUT THE BUSINESS

Describe generally the business idea, using the following headings as a guide:
2.1.1

Business type
Which industry will be involved, for example, manufacturing, retail, service?

2.1.2

The vision for the business
Write a brief statement describing the vision for the business enterprise.

2.1.3

Business goals
List the goals for the business enterprise.
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BUSINESS PROPOSAL CHECKLIST

•

Description of the business

•

Motives for entering the business enterprise

•

Business goals and objectives

•

The target market

•

Financial assistance required

•

Financial summary









2. THE BUSINESS CONCEPT



2.1 ABOUT THE BUSINESS








1. EXECUTIVE SUMMARY

2.1.1

Business type

2.1.2

The vision for the business

2.1.3

Business goals

2.1.4

Business objectives

2.1.5

Key stakeholders

2.2 BUSINESS NAME



2.3 QUALIFICATIONS AND SKILLS



2.4 LEGAL BUSINESS STRUCTURE





2.4.1

Description

2.4.2

Legal and tax implications

3. MARKET RESEARCH



3.1 MARKET RESEARCH





3.1.1

Methods used

3.1.2

Results

3.2 CURRENT STATE OF THE INDUSTRY



3.3 MARKET SEGMENT



3.4 CUSTOMERS





3.4.1

Customer profile

3.4.2

Customers’ buying motives
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G. STATUTORY AND REGULATORY
REQUIREMENTS OF TAXATION

I

n addition to the many regulatory and legislatory
considerations that may impact on your business,
discussed in the preceding section, are a range of
taxation obligations which every business owner
must fulfil. The discussion to follow will focus on
an overview of the taxation system, its various
requirements, and the actions that must be taken in
order to comply with these legal requirements.

The Australian taxation system

• to raise revenue to finance government spending
• to promote social equity by redistributing income and wealth
• to regulate the level of total spending in the economy.
Taxes are payable to both federal and state governments. State taxes
are generally an allowable business expense when calculating the
assessable income for federal taxes, because while federal taxation
legislation is uniform across Australia, state taxes vary from state to
state.

The primary
source for the
information
included in this
section is the ATO
website at
www.ato.gov.au/
business.

MODULE 3

Tax is a levy imposed by the government on income, property and
transactions. The government uses taxes for a number of purposes
such as:

Taxation affects almost every aspect of your business. It is a complex issue which requires
professional advice in order to both keep up with the ever-changing legislation, and to
minimise your tax burden.

Elements of the tax system
GOODS AND
SERVICES TAX
(GST)

The tax system comprises
these major elements:

BUSINESS
ACTIVITY
STATEMENTS
(BAS/IAS)

AUSTRALIAN
BUSINESS
NUMBER
(ABN)

THE PAY AS YOU
GO SYSTEM
(PAYG)

BUSINESS
STRUCTURES
AND TAXATION
CONSIDERATIONS

TAX FILE
NUMBER
(TFN)
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The section to follow will outline the fundamentals of the tax system under the headings:
1.

ATO definitions relating to the tax system

2. The GST and how it works
3. Registering for the GST
4. GST payable and input tax credits
5. Accounting for GST
6. Special GST rules
7.

The Pay As You Go (PAYG) system

8. Your rights and responsibilities.

1. ATO definitions relating to the tax system

MODULE 3

Adjustments: changes you may need to make on your activity statement to increase or
decrease your net GST amount payable or refundable for a tax period. The changes may be
needed to:
• increase or decrease the GST payable on sales you have made, because something
has happened so that the amount of GST payable by you included on a previous activity
statement is no longer correct, or
• increase or decrease the input tax credits for your purchases, because something has
happened so that the amount of input tax credits you claimed on a previous activity
statement is no longer correct.
Adjustment note: generally issued by a supplier. It gives details of changes to consideration
for a sale. You will need to obtain an adjustment note from the supplier before you can make
an adjustment to claim additional input tax credits for a purchase for which you have been
required to pay more.
Adjustment period: the tax period in which you may need to make some adjustments
for purchases or importations. These are the adjustments to claim more or pay back some
input tax credits because your planned use of a purchase or importation has changed. The
adjustment period for these adjustments is the tax period which ends as close as possible
to 30 June. All other adjustments are done in the tax period in which you find out about the
need to make the adjustment. This may not be the tax period which ends on 30 June.
Attribution: attribution rules determine which tax periods your GST payable and input tax
credits belong to, that is, which tax period they are attributed to. The rules for attributing GST
payable and input tax credits to tax periods are different, depending on whether or not you
account on a cash basis.
Australian Business Number: the identifier for your dealings with the ATO and for dealings
with other government departments and agencies.
Base assessment instalment income: so much of your assessable income from the latest
assessment of your most recent income year as the Commissioner determines is instalment
income.
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3. Align your
product/service to
the target market
using design,
packaging, etc.

2. Determine
the types of
customers that
exist in the
marketplace.
SEGMENT
MARKET

RESEARCH
MARKET

1. Research
the market for
your product/
service.

2

ACTION
MARKET

3
4

1

CALCULATE
PRICE

5. Devise a promotion
strategy advertising,
business cards, tags
and labels, etc.

PROMOTION
STRATEGY

5

8
6

DISTRIBUTION

THE ESSENTIAL 8 STEPS IN
SUCCESSFUL MARKETING

$$

4. Calculate the
price of your
product/service
based on the
market tolerance
and your required
profit.

6. Decide how you
will distribute your
product/service.

7

IMPLEMENT
CHANGES

SEEK
FEEDBACK

8. Make any
required changes
in your product/
service, quality,
price and mix.

7. Seek customer
and distribution
feedback.
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If you have researched and analysed the market effectively, what you offer your customers,
should be just what they need and want. The marketing mix means the right product/service,
at the right price, at the right location, and promoted in the right way.

B. MARKET SEGMENTATION: IDENTIFYING YOUR TARGET MARKET

T

here are two types of broad markets which form the basis for identifying which market/
markets your business is going to serve. The two broad markets are:
2. THE CONSUMER MARKET

1. THE INDUSTRIAL MARKET
This market is made up of organisations
and businesses, and involves businessto-business marketing. The industrial
market can be described as organisations
buying goods and services to make other
goods and services. For example, the Intel
Corporation makes computer processors
for other computer companies to resell
to other industrial users. In Australia,
the industrial market comprises over one
million organisations in manufacturing
and service type industries, in farming,
and in government.

This market consists of all individuals
who make up the population. The
consumer market involves the exchange
of money for goods and services. It is
the larger of the two markets in terms of
numbers. Retailing typifies the activities
of this market.
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As a business starter it is essential that you are able to identify
which broad type of market you are entering. Because it is
too difficult to work with these broad bands of markets, it is
necessary to break down the market into smaller segments.
This is referred to as market segmentation.

Market segmentation: is
the process of dividing a
market into distinguishable
segments, in order
to identify customer
characteristics and prepare
a customer profile.

Types of segmentation within the industrial market
The industrial market can be segmented initially by the type
of industry, for example automotive, retail, real estate and so on. The segments comprise
groups of customers who are related because of the business they operate.
Such industries can be further segmented into subsets. For example, the retail industry can
be divided into:
•
•
•
•

department stores
convenience stores
food outlets
specialised retailers such as apparel, carpet, furnishings, and so on.

While it is important that you are aware of the various industry market segments, it is more
likely that as a business owner, your focus will be on consumer markets.

Types of segmentation within the consumer market
MODULE 4

A market segment is a group of customers related by some common characteristic(s).
These customers may have common needs, require similar products/services, or buy for
similar reasons.
It is important to analyse the market more closely in order to ascertain where the potential
customers for your particular business lie. In order to do this, four different forms of market
segmentation can be applied.
These are:
•
•
•
•

geographic segmentation
demographic segmentation
psychographic segmentation
behavioural segmentation.

Geographic segmentation
This form of segmentation helps you to identify the location
of the pool of potential customers who are likely to want
your product/service.
Segmentation occurs by:
• region: national, state, Kimberley region, Perth,
Sydney, and so on
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Floating ads
Floating ads are ads that appear when you first go to a webpage, and they ‘float’ or ‘overlay’
the page for between 5 and 30 seconds. While they are on the screen, they obscure the
reader’s view of the page and tend to block mouse input.
Floating ads are used because they:
• definitely get the viewer’s attention. They are animated and many now have sound. Like
Television ads, they ‘interrupt the program’ and force you to watch them.
• can take up the entire screen, and therefore, from a branding perspective, are far more
powerful than banner or sidebar advertisements. They cannot be ignored.
• have a high click-through rate, averaging about 3 percent, meaning that 30 people will
click through for every 1000 impressions of a floating ad.
One problem with floating ads is that they tend to annoy people.

Retargeting or remarketing strategies

Prospect

Prospect
is tracked

Your site

Prospect
leaves

Your ad
on other
sites

Prospect returns to your site
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A downside of web advertising
can be the retention of
‘prospects’ for long enough to
convert them into customers
– the fact that within minutes
of visiting your website, a
potential customer can leave,
never to be heard from again.
One strategy to overcome
this is retargeting. It works as
shown here.

Retargeting enables you to continue
to market to your website visitors as they
visit other third-party sites with the intention of
remaining uppermost in their minds so that they
return to you and hopefully become a customer.
You can choose the sites on which your advertisements appear and the placement of these
is free. You only pay when someone clicks on your ad. You can create your own campaign
on platforms directly, or here are agencies such as www.adroll.com.au that manage
advertisements across multiple networks.

Pay per click advertising (PPC)
Pay per click advertising is a model of Internet marketing in
which advertisers pay a fee each time someone ‘clicks’ on
one of their ads. In reality, it is a way to buy visits to your
website.
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An Internet advertising
model in which advertisers
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Search engine advertising is one of the most popular forms of PPC – it allows advertisers
to bid for ad placement in a search engine’s sponsored links. Try doing an Internet search
and check the PPC ads that come up on the search results page – these are the winners
of the bid. Each time an ad is clicked and the visitor is taken to the respective website,
that advertiser pays the search engine a small fee. The price of a ‘click’ depends on
a combination of factors, including the quality and relevance of their keywords and ad
campaigns, as well as the size of their keyword bids.
Google AdWords is one of the most well-known examples of PPC. Other platforms include
LinkedIn advertising, Facebook advertising and Twitter ads.

Why use Google AdWords
• Attract more customers: whether you’re looking to bring in new website visitors, grow online sales,
get the phones ringing or keep customers coming back for more

• Reach the right people at the right time: your business gets found by people on Google precisely
when they’re searching for the things that you offer

• Advertise locally or globally: you can target your ads to customers in certain countries, regions or
cities – or within a set distance from your business or shop

• Receive expert support: Google AdWords lets you manage your campaign by yourself, or you can call
us for free expert support on 1800 988 571

• Only pay for results: no visit, no fee. Signing up for Google AdWords is free. You only pay when

someone clicks your ad to visit your website, or calls you – in other words, when your advertising is
working

• Start with any budget: how much you invest is up to you. Just begin with a daily budget that you’re

MODULE 4

comfortable with, then adjust as you go. Many businesses get off to a good start with a budget of at
least $5 a day
For more information visit : www.google.com.au/adwords

You should now complete...
ACTIVITY 4.3.11: Web advertising

iv. Email marketing
Email marketing involves the communication of a promotional message to an individual or
group of people using email, in order to build brand awareness, encourage customer loyalty
and repeat business or convince customers to purchase something immediately. Emails may
take the form of an advertisement, a request for business, a product update, a notification of
special offers or a newsletter.
One of the biggest challenges with this form of promotion is the development of a database
of past, present and prospective clients. Anyone who comes in contact with your business,
whether through your website, a visit to your store or a personal interaction, should be given
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You should now complete...
ACTIVITY 4.5.1: Social media and customer loyalty

D. DEALING WITH CUSTOMER COMPLAINTS

Remember the
adage:

It is inevitable that at some stage of your business operations, you will
The customer
receive a complaint from a customer regarding your product/service,
is always
your customer service, or some other aspect of your business. It is
right!
important that you recognise such complaints as an alert to areas
needing improvement in your business. A positive, amiable attitude and
effective handling of a complaint can become a competitive advantage
and win you loyal customers. Remember the adage, ‘The customer is
always right!’ It is usually much cheaper to resolve a problem with an existing customer than
to seek a new one.
Complaining customers can be divided into three broad groups, according to the ways in
which they communicate their dissatisfaction. These groups are described below.
Aggressive
These customers tend to attack the person attending them, or anyone else whose attention they can gain.
They convey their point of view very loudly and often in a derogatory way. Aggressive customers tend to elicit
a defensive response from the attending person and consequently such interchanges often remain unresolved.

MODULE 4

Constructive
These customers make a point of explaining the reasons for their dissatisfaction and perhaps even suggest
possible ways in which to remedy the situation. This is a far more positive approach to the resolution
of complaints, because both parties are able to gain a clear understanding of each other’s point of view.
Consequently, constructive complaints tend to be overcome to the satisfaction of the customer and their
custom is usually retained. They also generally lead to an improvement in that particular aspect of the
business’ operation.

Passive
These are perhaps the most difficult customers to appease because most of the time you are unaware of the
fact that they have a complaint until it is too late. Passive customers do not voice their complaint at the time,
but rather demonstrate their dissatisfaction by going elsewhere.

Unfortunately, the impact of unresolved complaints does not stop with the dissatisfied
customers. Complaining customers generally spread the word to other existing or potential
customers, and in a short space of time, your business can become notorious for its product/
service or customer service deficiencies. It has been shown that one disappointed customer
generally represents six others who are also unhappy. These others may simply not be
communicating their dissatisfaction. If you count on the average disappointed customer
(we now have seven) telling at least nine others, then the tally of those hearing about this
negative experience quickly rises to 63. Therefore, it is essential that you do your utmost to
resolve any complaints as soon as they arise.
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A framework for effectively handling complaints is presented below.
1. LISTEN
Don’t take complaints personally. Have a positive
outlook on the complainant’s motives. Remain calm
and in control, and listen attentively.
The danger of passive customers...

3. CLARIFY THE COMPLAINT
Find out what the customer wants, don’t jump to
conclusions. Feed back your interpretation to the
customer to clarify what they want.
4. TAKE ACTION
Suggest possible alternatives. Keep in mind your
firm’s policies and procedures, and the limitations of
your resources. Never suggest alternatives you can’t
deliver. Agree on a solution.
5. BE CHEERFUL AND HELPFUL
You may not be able to satisfy every customer, but by
being cheerful and helpful, each customer will know
you are doing your best to assist them. Thank the
customer for bringing the deficiency to your attention.
6. FOLLOW UP THE COMPLAINT
If it is appropriate, follow up the complaint by sending
the customer a note, making a telephone call or
making a point of speaking to them on the next visit.

You know me. I’m the nice customer. I never
complain, no matter what kind of service I get.
I’ve found people are just always disagreeable
to me when I do. Life is too short for indulging
in these unpleasant scrimmages. I never kick,
I never nag, I never criticise. I wouldn’t dream
of making a scene as I’ve seen people doing in
public places. I think that’s awful! I’m a nice
customer.
I’ll tell you what else I am! I’m the customer who
never comes back! That’s my revenge for getting
pushed around.
It’s true this doesn’t relieve my feelings right off,
as telling them what I think of them would; but in
the long run, it’s a far more deadly revenge!
In fact, a nice customer like myself, multiplied by
others of my kind can just ruin a business! There
are a lot of nice people in the world, just like me.
When we get pushed far enough, we go down
the street to another business. We go to places
where they’re smart enough to hire help who
appreciate nice customers. Together, we do
some businesses out of millions of dollars every
year.

MODULE 4

2. ACCEPT THE CUSTOMER’S FEELINGS
Don’t argue with or deny the customer’s feelings, just
listen to their point of view. You should be concerned
with ‘what’ is right, rather than ‘who’ is right.

I laugh when I see them so frantically spending
their money on advertising to get me back, when
they could have held my business in the first
place with a few kind words and a smile!
Better Service, Better Business (1993, p.26)

The good news is that one complaining customer is your opportunity to improve. It is possible
to avert the potential loss described, by acting immediately on what that one customer
complains about. Provide them with a solution that they agree is more than satisfactory, and
the complaining customer may in fact become an advocate for your business.

You should now complete...
ACTIVITY 4.5.2: What is good customer service?
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CHAPTER 4
RISK MANAGEMENT

S

tandards Australia defines risk as ‘the chance of
Risk management: the
something happening that will have an impact on
process of identifying,
objectives’. In operating a business, you are faced with many
assessing and treating risks
different kinds of risks – some internal such as staffing issues
that could potentially affect
and technology breakdowns, and others external to the
their business operations.
business such as natural disasters and economic downturns.
Because these risks can affect your business operations, it is
essential that you have a risk management plan in place,
both to minimise the impact of unexpected incidents and recover from them to resume normal
operations as quickly as possible.
Sound risk management can produce the following benefits:
reduced business down time
reduced losses of cash or stock or customers
lower insurance premiums
reduced chance that the business may be the target of legal action

As mentioned in Module 1: Chapter 1,
when we discussed assessing the risks
associated with your business proposal, Risk
management begins with identifying possible
threats to your business and then implements
processes to minimise or negate them. It
involves the following four steps:
•
•
•
•

Step 1: Identifying the risk
Step 2: Assessing the risk
Step 3: Controlling the risk
Step 4: Reviewing the controls

2

1

3

4
MODULE 5

•
•
•
•

STEP 1: IDENTIFYING THE RISKS

T

here are numerous ways in which risk has
been categorised by various sources, but one simple way is to group it into three basic
types – those associated with uncertainty, hazards and opportunity.
1. Uncertainly: these are probably the most difficult risks to identify and manage as, by their
very nature, they are unpredictable. Examples include risks associated with unknown or
unexpected events such as the loss of a supplier, damage to property by fire, the collapse
of your insurer or a global pandemic such as the COVID-19 virus.

2. Hazards: these are generally those risks covered by Workplace Health and Safety (WHS)
regulations and are the most obvious because they tend to be physical.
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Examples include risks associated with a source of potential harm such as chemicals,
machinery and equipment, noise, poor ergonomic design or discrimination.
3. Opportunity: are the risks that can most readily be identified through analysis tools
such as SWOT and PESTEL. Examples include risks associated with either taking an
opportunity or not taking an opportunity such as introducing a new product, employing a
staff member or leasing a warehouse.
A method of grouping risks is into the following four categories:
• Strategic: these are risks that affect or are created by the business strategy and business
objectives. As your business attempts to achieve your strategic objectives, internal and
external events can deter or prevent you from accomplishing them. Examples include
developing a new product, launching a new marketing campaign, opening a new premise,
deciding to go up against a well-established competitor...
• Compliance: these are risks that relate to legal and regulatory compliance. All of the
aspects considered in Module 3 would fall under this banner. Examples include taxation
requirements, registration and licensing, WHS responsibilities, industrial relations
principles...
• Financial: these are risks that relate specifically to the financial aspects of the business.
Examples include an interest rate rise on your business loan, a non-paying customer,
currency exchange rates, a stakeholder’s ongoing support...
• Operational: these are risks that relate to faults and/or errors in business processes and
procedures, technology, skills or due to external factors. Examples include machinery
breakdown, computer virus, product failure, loss of supplier, employee error, fire...
The specific risks faced by your business will vary depending on its nature and goals. There
are however some common risk types that all businesses should consider:

Health +
safety

Technology

RISKS

Strategic

Legal +
regulatory

Operational

RISKS

Financial

Indirect

Staff

Plant +
equipment
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It is essential to note and identify the causes of any anticipated cash shortfalls. If these are
due to excessive spending, then this can be remedied. Alternatively, if the business has a
genuine need for additional funding, then arrangements can be made for financing, before
the shortages actually occur.
The five steps in cash flow forecasting...
The figure below summarises the steps involved in cash flow forecasting.
STEPS INVOLVED IN CASH FLOW FORECASTING
FORECAST SALES: An estimate of sales is critical for
the cash flow forecast. Assess the market potential for
the product, and then predict the likely market share. To
determine a figure, multiply unit sales by unit price.
ESTIMATE CASH RECEIPTS: Cash receipts may come
from cash sales, credit sales, commissions, returns on
investments and capital funding from owners or loans.

ESTIMATE CASH PAYMENTS: Payments and expenses,
such as overheads, personal drawings, wages and
taxes, should be included in the month in which they are
due for payment, not when the debt was incurred.

DETERMINE THE NET CASH FLOW: Summarise cash
receipts and cash payments. The difference between the
two indicates the net cash flow.

EVALUATE THE CASH POSITION: Compare the amount
calculated for the net cash flow with the monthly bank
balance for the business.

The Cash Flow Forecast (Financial Table 6) should show when you
expect to receive and expend money on a monthly basis. Remember,
that it should show only cash which has come into, or gone out of, the
business on a month by month basis. That is, it is not concerned with
your $50,000 bank loan, only your monthly loan repayments.
The basic procedures for completing a Cash Flow Forecast, together
with an example follow.
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anticipated money
flowing into and
out of the business
and, to be of use,
you must be very
careful to record
transactions
exactly when they
are expected to
take place.
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You should now complete...
ACTIVITY 6.4.2: Crediting and debiting transactions

JOURNALS

A

journal is a place where debit and credit entries are recorded before they are written
in the General Ledger. Journals tend to be used as an intermediate step to recording
the information from source documents directly in the General Ledger, because of the
sheer volume of transactions generally encountered. Using a journal to first record these
transactions means that the totals from journals can periodically, such as at the end of each
month, be posted to the General Ledger.

Functions of journals
Journals function to:
• record the daily details of transactions
• collate and summarise information from source
documents
• help when it comes to posting to the General
Ledger by analysing transactions into debit and
credit elements
• provide a record of transactions in date order
• enable easy reference forward to the General Ledger and back to source documents.

The General Journal
In the practical workings of your business, it is likely that you will use the General Journal to
record only those transactions that do not fit into other specialist journals, such as:
•
•
•
•

cash payments
cash receipts
purchases and purchase returns
sales and sales returns.

For the purposes of our discussion however, we will use the General Journal to look at how
to record daily transactions. A journal entry takes the following format:

Date

Accounts

Debit

Account to be debited

Credit
MODULE 6

Date

xxxx.xx

Account to be credited

xxxx.xx

Description of the transaction
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The above format shows the journal entry for a single transaction. Additional transactions
would be recorded in the same format directly below the first one, resulting in a chronological
record with all parts of a transaction listed together. A journal entry is ‘balanced’ when the
sum of the debit side amounts equals the sum of the credit side amounts.
An example of how a transactions is recorded in the journal is presented below. A series of
questions that you can ask yourself about the transaction to help clarify which accounts are
involved, is also included.

EXAMPLE OF JOURNAL ENTRY
Transaction: On 1/3/21 your business sold $500 worth of products and received the full amount in cash.
Questions to clarify the accounts involved:
Question

Answer

1.

What did your business receive?

Cash

2.

If your business received cash, how would
this affect the cash balance?

Receiving cash increases the cash balance of
the company

3.

What side of the Cash Account represents
the increase in cash?

Cash is an Asset Account, therefore the debit
side

4.

What is the account name to record the sale
of products?

Sales

5.

Which side of the Sales Account represents
the increase in sales?

Sales is an Income Account, therefore the credit
side

6.

Does the sum of the debit side amounts
equal the sum of the credit side amounts?
In other words, does the journal entry
balance?

Yes: $500 = $500

Journal entry:

1/3/21

Accounts

Debit

Cash

Credit
500

Sales

500

MODULE 6

Date

Sale of products for cash
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Glossary

GLOSSARY

Account: a formal record of all credit and debit transactions relating to a business over a specified
period.
Accounting: the practice of maintaining and auditing accounts and preparing reports on the financial
activities of a business.
Accounting period: the period, usually 12 months, over which a business prepares the records of its
financial transactions.
Accounts payable: transactions that involve you purchasing from a supplier on account or credit; a
liability account.
Accounts receivable: transactions that involve the billing of customers who owe money to the business
for goods/services that have been provided to them; an asset account.
Accrual accounting: recording the sale or purchase of goods/services at the time they are delivered,
not at the time they are paid for.
Acquisition: includes the things you buy (goods and services) for your enterprise. It also includes many
other transactions, such as when you obtain advice or information, take out a lease of business
premises, or hire equipment.
Action plan: a schedule of activities with timelines, put into practice to achieve goals and objectives.
Adjustment note: generally issued by a supplier. It gives details of changes to consideration for
a sale. You will need to obtain an adjustment note from the supplier before you can make an
adjustment to claim additional input tax credits for a purchase for which you have been required to
pay more.
Adjustment period: the tax period in which you may need to make some adjustments for purchases
or importations. These are the adjustments to claim more or pay back some input tax credits
because your planned use of a purchase or importation has changed. The adjustment period
for these adjustments is the tax period which ends as close as possible to 30 June. All other
adjustments are done in the tax period in which you find out about the need to make the
adjustment. This may not be the tax period which ends on 30 June.
Adjustments: changes you may need to make on your activity statement to increase or decrease
your net GST amount payable or refundable for a tax period. The changes may be needed to:
• increase or decrease the GST payable on sales you have made, because something has
happened so that the amount of GST payable by you included on a previous activity statement
is no longer correct, or
• increase or decrease the input tax credits for your purchases, because something has
happened so that the amount of input tax credits you claimed on a previous activity statement is
no longer correct.
Administration: the procedures required to oversee the operations of a business.
Advertising: the process of informing potential customers of the features and associated benefits of a
product/service in order that they will purchase same.
After-sales service: stipulated services provided by suppliers of a product/service to customers, with
regard to special considerations, such as maintenance, sale of parts, advice and so on.
Agent: a person, who acts on behalf of another (the principal) with their consent to transact business
with a third party.
Application (App): a piece of software that can run on the Internet, a computer, smartphone or other
electronic device.
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