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Introduction

ABOUT THE LEARNER MATERIALS FOR THE  
CERTIFICATE IV IN NEW SMALL BUSINESS  

BSB42618

These learner materials have been developed specifically to assist participants undertaking 
the Certificate IV in New Small Business BSB42618 to meet the required competencies. The 
units include:

• BSBSMB401: Establish legal and risk management requirements of small business
• BSBSMB403: Market the small business
• BSBSMB404: Undertake small business planning
• BSBSMB421: Manage small business finances

• BSBADM409:   Coordinate business resources
• BSBFIA412:   Report on financial activity*
 OR
• BSBSMB402:  Plan small business finances*
• BSBMKG401:   Profile the market
• BSBMKG419:   Analyse consumer behaviour
• BSBRES411:   Analyse and present research information
• BSBSMB301:   Investigate micro business opportunities

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:  Identifying business opportunities BSBSMB301:
BSBRES411:

1.1-1.6 
1.1-1.4, 2.1-2.4, 3.1-3.4

Chapter 2:  Personal business skills BSBSMB301: 1.6

MODULE 2:  BUSINESS PLANNING

Chapter 1:  Business goals and objectives BSBSMB404: 1.3

Chapter 2:  Essential elements and format  
 of a business plan

BSBSMB404: 1.1, 1.2, 2.1-2.8,  
3.1-3.3

MODULE 3:  BUSINESS STRUCTURE AND LEGAL REQUIREMENTS

Chapter 1:  The legal structure for your business BSBSMB401: 1.1-1.3

Chapter 2:  Legislation codes and regulatory  
 requirements

BSBSMB401: 1.2, 2.1-2.5

Chapter 3:  Negotiating and arranging contracts BSBSMB401: 3.1-3.4

MODULE 4:  MARKETING

Chapter 1:  Marketing strategies BSBSMB403:
BSBMKG401:
BSBMKG419:
BSBSMB301:

1.1-1.5
1.1-1.5, 2.1-2.4, 3.1-3.5
1.1, 1.2, 2.1-2.6, 3.2
2.1-2.6

Chapter 2:  Your marketing mix BSBSMB403:
BSBMKG419:

2.1-2.4
1.3
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*PLEASE NOTE:
Elective units BSBSMB402 
and BSBFIA412 are both 
covered in this resource. 
Only ONE of these units 
should be included in the 10 
units that make up your  
Cert IV BSB42618 
qualification.
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Chapter 3:  Implementing and monitoring your marketing  
 strategies

BSBSMB403:
BSBMKG401:
BSBMKG419:
BSBSMB301:

3.1-3.3
4.1-4.3
3.1-3.4
3.1-.3.3.

Chapter 4:  Customer Service BSBMKG419: 21.-2.6, 3.3

Chapter 5:  Coordinating and reviewing promotional 
 activities

BSBSMB403:
BSBMKG419:

4.1-4.6
3.1

MODULE 5:  OPERATIONS

Chapter 1:  Your operations plan BSBSMB301:
BSBSMB401:
BSBADM409:
BSBMKG419:

1.4
4.1-4.4
1.1-1.4, 2.1-2.4
2.5

Chapter 2:  Monitoring business performance BSBADM409: 3.1-3.4

MODULE 6:  FINANCES

Chapter 1:  The financial requirements of your business BSBSMB402: 1.2-1.4

Chapter 2:  Developing a financial plan BSBSMB402:
BSBFIA412:

1.1, 1.5, 2.1-2.6, 3.1
1.1, 1.3

Chapter 3:  Acquiring finance BSBSMB402: 3.2-3.4

Chapter 4:  Maintaining financial records BSBFIA412:
BSBSMB421:

1.5, 2.1, 2.2
1.1-1.4

Chapter 5:  Implementing your financial plan BSBFIA412:
BSBSMB421:

1.5, 2.3-2.6, 3.1
1.5-1.7

Chapter 6:  Monitoring financial performance BSBFIA412:
BSBSMB421:

1.2, 1.4, 3.2-3.5
2.1-2.5

Each Module presents:

• Content which 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:

• A Business plan checklist (blue pages): guides and assists participants in the 
completion of a Business Plan. 

• Further information:  provides a list of websites, which contain up-to-date information 
relevant to small business.

• Table of contents:  presents an overview of the topics and concepts presented.

• Glossary:  defines key terms related to the resource.

• Index:  utilises key words to facilitate the efficient location of concepts.
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• Download:  available on the Innovative Business Resources website at 
www.ibr.net.au and presents a Business Plan Proforma and a set of Financial Tables in 
both linked and hard copy unlinked versions.

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 IV in New Small Business BSB42618. This resource is a Download that 
supports all six modules of the Certificate IV Learner Resource and incorporates:

1. Assessment materials

The Assessment materials are specifically written for the Units included in this version of the 
Certificate IV in New Small Business BSB42618 and are 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

• provide suggestions on how the evaluation of ‘employability skills’ can be addressed 
through the assessment tasks

• meet the five ‘rules’ of evidence, being: valid, authentic, reliable, sufficient, and current

• provide a marking key that 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.

There are many potential sources of evidence, and many methods and techniques for 
gathering evidence in competency-based assessment. The main platform for assessment 
material developed for the Certificate IV in New Small Business BSB42618 is the business 
plan. Other evidence techniques utilised include projects and workplace assessment.

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 IV Learner Resource.

www.ibr.net.au
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☛ Identifying business opportunities

☛ Sources of information and assistance
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☛ Feasibility study

☛ Personal reasons for entering into a small 
business

☛ Benefits and pitfalls of small business
ownership

☛ Succeeding in small business
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Researching the business 
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MODULE 1: RESEARCHING THE BUSINESS OPPORTUNITY

STAGE 2: Gathering information from secondary 
sources (desk research)

Having gained an overall feel for the market, and the possible 
place of the business within it, there is a need to look more 
closely and specifically at information already gathered by 
others, which is relevant to the proposed business.

Secondary data on the target market will provide an 
understanding of the market before going into the field to 
research customers, suppliers, distributors and others (Stage 
3). Investigations may lead to the review of information provided by groups such as:

• Small Business Development Organisations • Industry surveys
• Business Enterprise Centres • Trade organisations
• Libraries – government publications section • Austrade
• Relevant trade associations • Trade journals
• Chambers of Commerce and Industry • TAFE colleges
• Australian Securities and Investments Commission • Professional advisers
• Australian Bureau of Statistics • Seminars/Conferences
• Local government authorities • Direct mailing firms
• Banks and financial institutions • Consumer organisations.
• Appropriate state and federal government  

departments 

A more specific listing of suggested sources of information, assistance and advice for 
developing a small business is provided at the end of the resource in the Further Information 
section. The list is by no means exhaustive. Further, because associations, organisations and 
government departments often undergo name changes and restructuring, locations may alter 
and resources are continually updated. 

View the list in Further Information as a starting point to guide your investigations. 
Secondary sources are likely to provide information on participants in the industry; future 
directions and sources of growth; market size and the nature 
of potential customers; and competitors and their activities.

Census material is particularly useful in providing 
demographic information such as age, education, income, 
and workers per household. This information is available 
through the Australian Bureau of Statistics and some state 
libraries. It will provide the information necessary to determine 
whether the locality being considered for the proposed 
business is growing or declining, aging or getting younger, if 
the workers are mostly skilled or unskilled, and so on. Such 
demographics may help identify the likelihood that a person 
will choose to buy a particular product/service, and the number 
of potential customers in a particular area.

Secondary source research:  
the systematic collection 
and analysis of information, 
usually in published 
form, provided by other 
individuals and groups. 

Demographic:  description 
of population variables, 
such as size, distribution, 
socioeconomic status, 
occupation, salary, type of 
residence, or recreational 
activity.

Cert IV BSB42615 LR.indb   16 7/06/2016   5:19 pm
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Chapter 1:  Identifying business opportunities

It is important that the steps outlined below are followed, in order to carry out desk research. 
The researcher should:

Online searching

Because of the volume of information potentially available on the Internet, conducting online 
research can provide excellent information. However, you must 
always ensure that your web- gathered information is from 
established, authentic and authorised sources to ensure its 
validity.

Generally, online information is available free of charge; 
however, the growth in subscription databases has allowed 
innumerable industries and organisations to charge subscription 
fees for access to information on their databases.

Boolean search techniques
There are many thousands of pages accessible on the Internet. 
When you conduct a search on a key word, you will receive a 
list of every page that contains that word. It will take time to sift 

Have a clear 
idea of what 

information is 
being sought, 

and why.  

Plan how to go 
about finding 

this information.

Collect the 
information and 

record it. 

Analyse the 
information. 

For example, 
market trends in 

the café business, 
the number of 

cafés located in a 
particular geographic 

area, and so on.

For example, search 
Australian Bureau 
of Statistics data, 
search databases 
in the library and 

online, inquire at the 
local government 

authority, and so on.

Use notes, 
photocopies and 

printouts, and be sure 
to note the source 
of the information; 

firstly so that it 
can be retraced 

if necessary, and 
secondly, so that a 
judgement can be 

made on the accuracy 
and recency of that 

information.

This means making 
judgements regarding 

its accuracy 
(remember that all 

secondary data was 
originally generated 

from primary research 
– How trustworthy 

are the results likely 
to have been?) It also 
means putting all the 
pieces of information 

collected together 
into a meaningful 

whole, by looking for 
common links and 

patterns.

STEP 1

GATHERING INFORMATION FROM SECONDARY SOURCES

STEP 2 STEP 3 STEP 4

Cert IV BSB42615 LR.indb   17 7/06/2016   5:19 pm
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MODULE 2:  BUSINESS PLANNING

EXECUTIVE SUMMARY
An overview of all the information included  

in the Business Plan.

BUSINESS STRUCTURE AND LEGAL 
REQUIREMENTS

A description of the business enterprise –  
its name, structure, and the owner’s skills 

and expertise.

MARKETING PLAN
Details of the sales objectives, and the marketing 

strategies used to achieve them:
What will be sold, at what price, to whom,  
from where, and how it will be promoted.

OPERATIONS PLAN
A description of systems involved in the  

day-to-day running of the business:
How goods will be produced, who will perform  
what tasks, what procedures and policies will  

be implemented, and how business  
performance will be monitored.

FINANCIAL PLAN
An evaluation of the enterprise’s  

potential to make a profit:
Where the money is coming from, where it is  
going to, is the balance positive or negative,  

and how much money is required for the  
business to operate at a profit.

ACTION PLAN
An outline of the steps required to 

implement the Business Plan.

MARKET RESEARCH AND ANALYSIS
An outline of the methods used and an analysis  

of the information gathered about the marketplace  
for your product/service.

BUSINESS PLAN
Developed on the 

foundations of  
MARKET RESEARCH

Cert IV BSB42615 LR.indb   78 7/06/2016   5:19 pm
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Chapter 2:  The essential elements of a business plan

BUSINESS PLAN STRUCTURE:  INTRODUCTION

The business plan structure outlined here is 
a comprehensive overview of a recognised 

planning structure for those completing this 
Course. It is based on the standard required to 
meet the competencies specified.

The proforma should be used as the basis for a 
business plan, although some adjustments for 
local conditions may be required. The needs of 
those assessing the business plan should be kept in mind.  

For the business advisor/trainer...
This profroma can be offered, with changes if required, to participants in this course. Trainers/
Facilitators should use the guide, together with a checklist based on the business plan structure 
(see blue pages at the end of this resource). The Business Plan Checklist provides both the 
participant and the Business Adviser/Trainer with a quick check to ensure that all sections of 
the plan have been completed, and will also assist in recording the meeting of performance 
criteria through the business plan.

If the reviewers of the plan are familiar with a different structure or order, then the guide should 
be adjusted to suit those needs.

The financial tables provided are standard planning documents, but can be adjusted to suit the 
way particular Trainers/Facilitators operate.

When making adjustments to the guide, or if using it as presented here, the business plan 
structure and accompanying notes should relate to the instruction provided in this course. This 
will require liaison with the presenters.

For the participant...
The Business Plan Proforma provides: 

• a list of headings outlining the various sections required 
for inclusion in the business plan

• short notes on how to complete each section
• a set of financial tables for completing the financial 

sections of the business plan, and an action plan 
proforma.

The Business Plan Checklist provides both the participant 
and the Business Adviser/Trainer with a quick check to 
ensure that all sections of the plan have been completed, 
and will also assist in recording the achievement of 
competencies through the business plan.

By adhering to this structure or one similar, participants 
can expect to have less questions asked in relation to the 
business planning document.

NOTE:  The Business Plan 
Proforma will give you 
basic information towards 
understanding each section 
of the Business Plan. When 
writing your Business 
Plan, you should use the 
Business Plan Checklist 
(Attachment – Blue pages) 
as a guide, to ensure that 
you have addressed all 
the requirements. Digital 
versions of both the 
Business Plan Proforma 
and Financial Tables are 
provided in the Download 
accompanying this resource.

Cert IV BSB42615 LR.indb   79 7/06/2016   5:19 pm
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Keeping up with the legal obligations of the small business owner can be a complex and time-
consuming task. It is essential that you consult with your accountant, solicitor, or business 
adviser on an ongoing basis regarding your full range of duties and responsibilities. Further, 
membership of trade associations, business networks and professional bodies will assist you to 
remain informed regarding restrictions specific to your type of business. Figure 3.2.1 illustrates 
some of the many legal considerations, which may affect your small business.

FIGURE 3.2.1: LEGAL CONSIDERATIONS WHICH MAY AFFECT ON YOUR BUSINESS

 
INSURANCE RELATED TO YOUR PREMISES (LOSS, DESTRUCTION OR DAMAGE)

Building ❑ Stock ❑
Plant and equipment ❑ Tenant  liability ❑
Lease liabilities ❑ Public risk ❑
Glass ❑ Fire, flood and tempest ❑

INSURANCE RELATED TO YOUR ASSETS

Motor vehicle ❑ Goods  in transit ❑
Client’s stock ❑ Electronic equipment ❑
Cash ❑ Intellectual property ❑
Product liability ❑ Business interruption ❑

ACTIVITY 3.2.3 Continued...

Cert IV BSB42615 LR.indb   132 7/06/2016   5:20 pm
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Chapter 2:  Legislation codes and regulatory requirements

G. STATUTORY AND REGULATORY 
REQUIREMENTS OF TAXATION

In addition to the many regulatory and legislatory 
considerations, discussed in the preceding 

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

THE AUSTRALIAN TAXATION SYSTEM

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

• 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.

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

This guide, together with a range of other industry-specific fact sheets, are available free 
of charge from your Tax Office. The information is also available on the ATO website at 
www.ato.gov.au/business.

The tax system comprises the following major elements:

• Goods and Services Tax (GST)
• Australian Business Number (ABN)
• The Pay As You Go (PAYG) system for reporting and paying tax
• Business Activity Statements (BAS)
• Tax File Number (TFN)
• Business structures and taxation considerations.

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

An essential part of market research is understanding your current market position. One 
effective means of assessing this position is to conduct a SWOT analysis. SWOT is an 

acronym for Strengths, Weaknesses, Opportunities and Threats. The purpose of conducting 
a SWOT analysis of your business is to determine your proposed venture's strengths and 
weaknesses, and identify and evaluate opportunities and threats in the marketplace.

Consider some of the following desirable or undesirable features of a business:

• ease of location:  prominent or obscure location, online facility, eye-catching advertisement
• convenience:  24-hour service, radio-controlled vehicles, or an unanswered telephone
• pricing:  high or low, fair, or out of line
• staff:  friendly or offhand, responsive or pushy
• promotion:  eye-catching, informative or dull, misleading
• public image:  well-known and recommended.

Using the SWOT analysis will assist you in systematically 
identifying these sorts of positive and negative points in 
relation to your own business and those of your competitors, 
with a view to developing your competitive advantage.

Strengths or weaknesses tend to be internal factors and are likely to be evident in areas such as:

• finance:  cash flow, level of assets, working capital, and profitability
• production/provision: quality control, technology, methods, and plant and equipment
• human resource management:  staff size, leadership, communication, and skills
• marketing:  price structure, promotion, product/service mix, and distribution.

Opportunities or threats tend to be external factors and are likely to be found in areas such as:

• competition:  new competitors, aggressive competitive strategies
• the economy:  interest rates, inflation, unemployment

Think about a business you personally 
patronise. Some reasons for choosing it and 

continuing to deal with it may include...

• its convenient location
• you were directed to it from ads
• it was recommended by a friend
• you knew the owner or a staff member
• its name came to mind because of an 

advertisement
• you had seen its service or supply 

vehicles driving around on the streets.

Think about businesses with which you 
have stopped dealing. You may find you have 
turned to their competitors because of your 

dissatisfaction with:

• unanswered and unreturned telephone 
calls and emails

• unkept promises regarding starting or 
delivery dates

• inappropriate pricing
• poor follow-up service     
• inferior quality of the product/service.

Competitive advantage: those 
features, together with their 
associated benefits and the 
customer service provided, that 
collectively differentiate a product/
service from those of competitors 
in a positive sense.
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• government policy:  imports and tariffs, legislation, taxation
• technology:  new innovations, obsolescence, new products
• social:  changes in customer preferences, social values.

By conducting a SWOT analysis, you have completed a basic audit of your marketplace. This 
is a valuable tool to assist you in developing appropriate marketing strategies. One of the 
best ways to gain a complete overview of ‘where you stand’ is to construct a SWOT grid. An 
example of a SWOT grid for Adele’s Fashion Accessories is presented below.

Based on this overview, you need to develop strategies to:

• maximise and capitalise on your strengths
• improve on your weaknesses to overcome their effect on your business
• recognise and take advantage of opportunities
• be aware of and minimise the potential impact of threats.

It is important that you try to match your strengths with opportunities in the marketplace, in 
order to maximise your business success.

The SWOT analysis is a two part process:

1. An investigation of external factors which may impact on your business.

2. An investigation of your business in relation to these external factors in order to determine 
its strengths, weaknesses, opportunities and threats.

The two part process of the SWOT analysis is presented on the pages to follow.

ADELE’S FASHION ACCESSORIES

THREATS

WEAKNESSES

• limited range of products
• restricted promotional budget
• no online facility

• increased cheap Asian imports
• new technology, plant and equipment 

required
• rapid fashion changes

Positive

Internal 
factors

External 
factors

Negative

• fashion trend favouring accessories
• downturn of $A has increased the 

price of quality imports
• two new boutiques opening in the 

local shopping centre

OPPORTUNITIES

• extensive experience in the industry
• family run the business
• own plant and equipment

STRENGTHS
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For your marketing to be successful, you must be able to engage your customers in a way that 
is meaningful to them, while never losing sight of your overall brand image. This is highlighted 
in the Digital Trends report published by Econsultancy in partnership with Adobe in 2016. 

‘...When the 7,000 professionals who participated in 
the survey talked about their most exciting [marketing] 
opportunity, the top three answers were:

• optimising the customer experience
• creating compelling content for digital experiences 

and
• data-driven marketing that focuses on the individual.

...The customer’s experience and the content to support 
it continue to be the top priorities for both marketers and 
their agencies when they think about where opportunity 
lies. Underpinning those activities is the data necessary 
to provide individual, relevant messaging and service.’

(Econsultancy.com Ltd 2016)

Promotional methods can be grouped into the categories presented in the figure below. Each 
of these will be discussed in the section to follow.

In all your promotional activities be sure to follow the guidelines provided by the Australian 
Marketing Institute's Code of Professional Conduct and never  '... intentionally disseminate 
false and misleading information, whether written, spoken or implied nor conceal any relevant 
fact' and always ' ... maintain truth, accuracy and good taste in advertising, sales promotion 
and all other aspects of marketing'.

PROMOTIONAL 
METHODS

ADVERTISING

SALES PROMOTION

MEDIA ANNOUNCEMENTS

DIRECT-RESPONSE MARKETING PERSONAL SELLING

DIGITAL PLATFORMS

PUBLICITY AND PUBLIC 
RELATIONS

FUNCTIONS

PRODUCT LAUNCHES
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1.  ADVERTISING

Advertising is probably the most widely used tool in the promotion mix. The purpose of advertising 
is to inform customers of the features and benefits of a product/service and persuading them 
to purchase it in preference to the products/services of competitors.

Advertising can be undertaken through a variety of media including:

• Newspapers: reach national, state and community audiences, via the general news or 
classified sections.

• The Internet and social media: are powerful advertising media, with the potential to reach 
a global audience.

• Journals: are specialised publications such as trade/industry journals, which reach a 
identifiable audience, for example, rural papers which reach farmers, or building magazines 
which are read by architects, and so on.

• Magazines: reach a diverse audience, with particular magazines aimed at specific types 
of readers, for example Vogue attracts a mainly female audience, Personal Investment a 
business audience, and so on.

• Brochures and pamphlets: detail the features and benefits of the product/service.

• Trade directories: create an awareness of the existence of a business and provide 
information regarding its location for specific audiences.

• Community directories:  serve a similar function to the Yellow Pages, but on a localised 
level.

• Radio:  is considered by many advertisers as the ideal medium, because it is orientated 
towards the listening needs of different audiences, such as teenagers, housewives, sports 
fans, and so on. This means it is possible to select a particular radio station and time slot in 
which to advertise, based on the target audience you wish to reach.

• Television:  has the advantage of using both visual and sound stimulation to reach your 
customers. As with radio, it is possible to select a time slot in which you are most likely to 
reach your target audience. It is however a very expensive advertising medium.

• Movie theatres:  can be an effective means of creating awareness among a particular 
audience. The added visual impact of a large screen is a communication advantage, 
however it is an expensive advertising medium.

• Outdoor advertising:  includes static advertising such as billboards, posters, bus shelters, 
sporting complexes, advertising on buses, taxis, trains, and so on. It can be an economical 
way of creating an awareness of a business name and image, or to highlight a business’s 
existence in a particular locality.

• Direct mail:  involves targeting specific areas where potential customers are likely to be 
and using public information lists to help identify prospective clients. Unfortunately, direct 
mail tends to carry the image of ‘junk mail’, and is often thrown out without being read.

• Point of sale displays:  provide the opportunity to demonstrate the features and benefits of 
a product/service directly to the customers who may be in a position to make an immediate 
purchase.

• Telephone directories:  include the White Pages and Yellow Pages and although to a large 
extent being superseded by online searches remains a means of creating an awareness 
of a business in some industries and for some customers (without Internet access), and 
assisting potential customers to locate the business. 
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Features of an online ‘store’

An online store can range from a full e-commerce site that replicates the actual physical shop 
(allowing customers to browse through a catalogue, add items to a shopping cart, provide 
delivery instructions and then make payment), to a simple page that displays products and 
links through to a third party payment gateway such as PayPal and SecurePay. 

The essential features that customers are looking for in an online store include:

• a list of products or a catalogue that clearly displays accurate images, prices and 
availability

• a means of selecting products and the ability to add them to a ‘shopping cart’ or ‘basket’
• information on shipping costs and delivery times
• a secure means for making a payment
• immediate confirmation of payment by email
• terms and conditions for warranties
• contact details for enquiries or complaints
• a privacy and security policy
• a returns and refund policy.

Of these features, being able 
to pay for their products online 
in a secure environment is very 
important to customers. There 
are a number of payment options 
available including:

• building a payment facility into 
your webiste by setting up a 
merchant account, using an 
online payment service or using 
a payment service operated by 
a third-party Internet service 
provider

• linking from your website to 
specialist online payment providers

• generating invoices that are emailed to the customer and provide them with the option to 
either pay by direct deposit or credit card over the phone.

Decisions regarding the most appropriate payment options should be based on customers 
preferences and the expected volume of transactions. Many businesses offer the complete 
range of payment options.

With the increasing number of stories of security fraud, many consumers are reluctant to give 
businesses their credit card details online, preferring to use online payment facilities such 
as PayPal and SecurePay. These facilities can be linked to the seller’s website and allow 
money to be transferred from the customer to the online seller without the customer needing 
to provide credit card details.
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THE AUSTRALIAN GUIDELINES FOR ELECTRONIC COMMERCE

Checklist for business-to-consumer e-commerce in Australia

When engaging in business-to-consumer e-commerce, make sure you consider the following issues:

 ❑ Does your business follow ‘fair business practices’?

 ❑ Do consumers need specialised software or hardware to trade with you?

 ❑ Have you taken reasonable steps to ensure the goods and services you supply are accessible to 
people with a disability?

 ❑ Is all advertising material clearly identifiable, so it cannot be confused with other content?

 ❑ Are procedures in place to ensure that any marketing messages you send do not constitute spam?

 ❑ Have you taken reasonable steps to avoid entering into transactions with minors?

 ❑ Can consumers easily find all key information about your business, including contact details?

 ❑ Are contract terms for purchases clear, accurate and easily accessible by consumers?

 ❑ Have you taken appropriate steps to protect consumers’ privacy?

 ❑ Have you provided consumers with payment mechanisms that are easy to use and offer appropriate 
security?

 ❑ Have you clearly explained to consumers the security and authentication methods you use so they 
can assess any risks?

 ❑ Do consumers have easy access to, and clear information about, dispute resolution procedures?

 ❑ Are consumers informed about any specific laws or jurisdiction applicable to transactions with your 
business?

Source: http://archive.treasury.gov.au

The following Guidelines for electronic commerce checklist is provided by The Treasury as a 
point of reference for businesses engaging in online selling to consumers.

ACTIVITY 5.1.6

ONLINE SELLING

Complete the checklist above in relation to your business’ online selling processes. 

How does your business measure up to the recommended guidelines? Are there any aspects of 
your e-commerce that you need to address?
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G. RISK MANAGEMENT

Standards Australia defines risk as ‘the 
chance of something happening that will 

have an impact on objectives’. In operating 
a small business, you are faced with many 
different kinds of risks – some internal such as 
staffing issues and technology breakdowns, and 
others external to the 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.

Risk management involves a four step process as shown in 
the figure below.

Risk management: the 
process of identifying, 
assessing and treating risks 
that could potentially affect 
their business operations.

1

2

3

4

Undertake a review of 
each role, task, function 
and process in your 
business to identify 
potential risks.

Assess each identified 
risk by establishing the 
likelihood of it occurring 
and the consequences if 
it occurred.

Develop cost-effective 
options to deal with 
each risk – decide 
whether to avoid, 
reduce, transfer or 
accept it.

Regularly monitor 
and review to ensure 
the control measures 
are adequate and 
you have adequate 
insurance cover.
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Step 1: Identify the risks

The specific risks faced by your business will vary 
depending on its nature and goals. There are however 
some common risk categories that all businesses 
should consider:

• health and safety: accidents caused by hazards in 
the workplace

• plant and equipment: breakdowns, damage 
caused by fire, flood or vandalism

• technology: computer breakdowns, network disruptions, loss of data, equipment outages
• security: loss of intellectual property, fraud, online breeches, theft
• staff: illness, industrial relations issues, inadequate skills, incompetence, resignation
• suppliers: interruptions to supply of raw materials, disruptions to power or water supply, 

transport issues
• customers: change of preferences, dissatisfaction with products or service, loss of 

confidence in the business
• strategic: decisions concerning your business goals, strategies and targets
• legal and regulatory: compliance with laws, regulations, standards and codes of 

practice; contract breaches; dispute resolutions; government policy changes
• financial: interest rate fluctuations, cash flow issues, outstanding debtors, increased 

overheads
• operational: operational system deficiences, administrative procedure failures
• environmental: external events that the business has little control over such as weather, 

natural disasters, competitors, economic conditions
• indirect: unexpected incidents, not directly related to the business, that may affect 

customers, suppliers or the area in which your business is situated.

Step 2: Assess the risks

A risk assessment is the process of identifying potential hazards and unexpected events, and 
analysing the affect on the business if any of these were to occur. 

To assess each identified risk, determine the likelihood of it occurring and the impact on 
the business if it occurred. Obviously the more likely a risk’s occurrence and the greater its 
disruption or cost to the business, the greater the level of risk.

When conducting an assessment, the key is to look for weaknesses or deficiencies that make 
your business assets more susceptible to damage; for example, poor building construction, 
vulnerable production systems, inadequate digital security, poorly trained staff, lack of 
awareness of industry trends. These weaknesses can increase the damage caused by an 
unexpected event. For example, if your computer system goes down and all data is lost, not 
having a backup of all your data would be a total disaster. If, on the other hand, you have 
all your computer systems backing up to the cloud, a computer failure, while causing some 
disruption, would not be nearly as catastrophic and recovery time and cost would be greatly 
reduced.

CPA Australia has produced a risk 
management guide for small to 
medium business. Go to:
https://www.cpaaustralia.com.au/~/
media/corporate/allfiles/document/
professional-resources/business/
risk-management-guide-for-small-
to-medium-businesses.pdf?la=en
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Environmental agencies
Governments at all levels have agencies, offices and staff dedicated to environmental 
management and sustainability. They encourage businesses, organisations and the community 
through providing information and advice. They can be great sources of information and 
guidance. There may also be consultancy services available. Your business can benefit from 
the research and work that has already been done.

Stakeholders
Moving to a more sustainable business involves education and commitment. Talk to stakeholders 
and consult them about possible sustainable practices. Involving employees in the development 
of sustainable practices means that the practices will reflect what happens in the workplace, 
will be based on existing jobs and processes and will ensure there is greater commitment to 
any changes. If employees see that their ideas are being valued and implemented, they are 
more likely to work towards the success of the policies. 

Customers and suppliers could also be consulted to review existing practices and to identify 
ways to make them more sustainable. Consultation methods include meetings, surveys, 
feedback forms and suggestion boxes, either in the workplace or online. To encourage 
participation, financial or non-financial incentives could be used to reward ideas.

ACTIVITY 5.1.17

HOW ENVIRONMENTALLY FRIENDLY IS YOUR BUSINESS?

1. Visit the following page on the business.gov.au website: 
http://www.business.gov.au/business-topics/business-planning/
environmental-management/Pages/environmental-planning-and- 
auditing.aspx

2. Research the information that is relevant to your type of business in your location.

3. Conduct an audit of your proposed 
practices to determine how 
environmentally friendly your business 
will be, and to ensure that you are 
complying with all the necessary laws 
and regulations.

4.  Suggest realistic and measurable 
ways in which you could improve your 
business sustainability.

Include this information in the relevant  
operations section of the Business Plan you 
are preparing.
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I. CORPORATE SOCIAL RESPONSIBILITY

If a small business engages in 
socially, environmentally and 

ethically responsible behaviour then 
this all comes under the umbrella term 
‘Corporate social responsibility’ 
(CSR). It is important because economic 
growth has been strongly linked to social 
and environmental wellbeing.

Corporate social responsibility (also 
known as Business social responsibility) 
does not only apply to large corporations. 

CSR is a practice that all businesses, 
both large and small, should be involved in. It is about the business taking into consideration 
whether they:

• are ethical in the way they are conducting their business
• have respect for their employees and customers 
• are respecting the environment in the manner in which they go about their daily business.

Any small business owner who believes their business has a responsibility to the public, to the 
environment and to their staff, will be interested in adopting CSR policies into their business.

What does corporate social responsibility involve?
Examples of CSR practices include:

• Supporting community projects financially. This could include sponsorship. 

• Supporting community projects non-financially, which could include employees 
volunteering time to help a cause, or advertising a cause in their business so that 
community awareness is increased.

• Introducing workplace health and safety measures in their business so the workplace is a 
safer, healthier, happier place for their employees.

• Adopting environmentally friendly practices such as using recycled photocopying paper 
wherever possible.

• Drafting and implementing a code of ethics to be followed by all employees.

• Listening to employees’ needs and preferences.

• Making sure the workplace is free from discrimination.

• Having a hiring policy which also looks at the benefits of hiring people with disabilities or 
mature age workers who possess life experience.

• Donating to charity.

• Conducting business without bribery or corruption.

ENVIRONMENTAL 
IMPACT

FINANCIAL 
IMPACT

SOCIAL 
IMPACT
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ACTIVITY 6.1.3

BREAK EVEN ANALYSIS

Calculate the break even sales for each of the following businesses.

BUSINESS A

• total sales $160,000
• fixed costs $  59,800
• variable costs $  75,200
• total costs $135,000
Note: Contribution Margin should be rounded  

to 2 decimal places

BUSINESS B

• total sales $  80,000
• fixed costs $  39,000
• variable costs $  45,000
• total costs $  84,000
Note: Contribution Margin should be rounded  

to 2 decimal places

Now answer the following questions:

1. Is Business A viable?  Explain.

2. Is Business B viable?  Explain.

3. What would happen if the fixed costs and variable costs for Business A each rose by $10,000?

4. What actions could Business B take to improve its situation? Illustrate the impact of these 
actions on the graph.
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Chapter 2:  Developing a financial plan

CHAPTER 2
DEVELOPING A FINANCIAL PLAN

IDENTIFYING YOUR FINANCIAL GOALS AND TARGETS

There are two universal financial goals in small business. These are liquidity and profitability. 

• Liquidity:  refers to the availability of cash, or assets which can be quickly converted into 
cash, and can therefore be used to finance the purchase of goods, services and capital 
assets.  In other words, having enough cash to pay the bills as they fall due. The liquidity of 
your business is reflected in your cash flow statement, which details the amount and timing 
of cash flowing into and out of your business.

• Profitability:  refers to the return on capital invested. It describes the profit earned by 
the business, measured in relation to the assets invested, and may be expressed as a 
percentage of those assets. The profitability of your business is reflected in your profit and 
loss statement, which details your total receipts from sales, and your total expenses.

However, in order to achieve the likelihood of adequate liquidity and profitability for ongoing 
business success, we need to consider the group of contributing factors, presented below.

INNOVATIONS:
The ability to accept and 
utilise new technology 

for your business

RISK MANAGEMENT:
The ability to 
minimise the 

potential for risk 
in terms of the 

financial base of your 
business

QUALITY:
The insistence 
on maintaining 
and improving 

the quality of your 
products/services

EFFICIENCY:
The ability to 

increase efficiency 
by reducing 

operating costs

CONTINUITY:
The ability to continue 
to provide your goods/
services in a changing 

personal/business 
environment

GROWTH:
The ability to develop 

and expand your 
business

LIQUIDITY  
AND  

PROFITABILITY
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While these journals are organised as chronological records 
of transactions, the General Ledger is organised by accounts. 
Your financial statements are built from the General Ledger.

The individual entries in the General Ledger are always the 
total columns of your supporting journals. When all journal 
entries are posted, you can arrive at the ending balances for 
each account. 

The sum of all General Ledger debit balances should always 
equal the sum of all General Ledger credit balances.

As already mentioned, the accounts you choose to include 
in the General Ledger for your business will depend on 
the nature of the business. You should consult with your 
accountant before establishing your ‘Chart of Accounts’.

In casual use, the accounts of the General Ledger often take 
the form of simple two-column T-accounts, as follows:

Account name

This is the Debit side of the account This is the Credit side of the account

In formal records of the business, they may contain a third or fourth column to dispaly the 
account balance after each posting, and whether the account is in debit or credit, as follows:

Account name

Date Description Debit Credit Balance Dr/Cr

We have already discussed the rules that apply to entering debits and credits into different 
types of accounts. You should make sure that you are familiar with these rules.

Of course, if you are using one of the accounting software options 
such as Xero or MYOB, then the process described here happens 
seamlessly behind the scenes when you enter a transaction and 
assign it to an account. It is however important that you have 
a thorough understanding of this process in order to effectively 
manage your business finances.

Refer back to our discussion 
of accounts and the Chart of 
Accounts at the beginning of 
this chapter.

Remember the categories 
accounts we discussed:
• Asset accounts
• Liability accounts
• Equity (Capital) accounts
• Income accounts
• Expense accounts

ACCOUNTS
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Chapter 4:  Maintaining financial records

Posting journal transactions to the General Ledger

The following example demonstrates how a series of journal entries are posted to the 
General Ledger.

Scenario:  Bill Johnston opens a fishing tackle shop. He leases shop space, purchases an 
initial inventory of fishing rods, tackle and accessories and begins operations. Here are his 
General Journal entries which he subsequently posts to his General Ledger.

GENERAL JOURNAL ENTRIES:

Date Accounts Debit Credit

1/4/19 Cash at Bank 7 500

Capital 7 500

Owner contributes $7 500 in 
cash to start the business

Date Accounts Debit Credit

5/4/19 Stock (Inventory) 2 250

GST paid 250

Accounts payable 2 500

Purchased stock on account 
(payable in 30 days)

Date Accounts Debit Credit

6/4/19 Rent 1 000

Cash at Bank 1 000

Paid first month’s shop rental

Date Accounts Debit Credit

8/4/19 Cash at Bank 440

Accounts receivable 770

GST collected 110

Sales 1 100

Sold fishing equipment for  
$1 100; collected $440  cash; 
billed customers for balance
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Financial Table 7  -  PROFIT AND LOSS PROJECTION 

Business Name:

Income

Total sales $

Other income from Cash Flow $

A. TOTAL BUSINESS INCOME $

B. COST OF SALES $

C. GROSS PROFIT (A - B) $

 
Expenditure

Accounting fees $

Advertising $

Bank interest and charges $

Cartage $

Commissions $

Depreciation $

Electricity / gas $

Employees wages $

Hire purchase payments $

Insurances $

Leasing of equipment $

Legal expenses $

Motor vehicle expenses $

Purchases - sundry materials (not in cost of goods sold) $

Printing and postage $

Rent / lease of property $

Repairs and maintenance $

Stationery and office supplies $

Telephone $

Others (specify) $

$

$

$

(Input Tax Credits excluding Cost of Sales) $

D. TOTAL EXPENSES $

E. NET PROFIT (C - D)* $

* The net profit should be sufficient to cover the following:

Coverage

Estimated tax liability $

Loan repayments $

Owners drawings and / or dividends $

Purchases - plant and equipment $

F. TOTAL COVERAGE $

G. PROFIT RESERVES $
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FURTHER INFORMATION

SOURCES OF INFORMATION AND ASSISTANCE FOR  
SMALL BUSINESS DEVELOPMENT

The details provided in this section were accurate when this resource was prepared in April 2016, 
however it is inevitable that changes will occur.

If you find any inaccuracies, or additional relevant information, we would appreciate your comments, so 
that this section can be updated regularly.

Innovative Business Resources
PO Box 200
Cottesloe  WA  6911

Facsimile:  (08) 9286 4207
Email:  info@ibr.net.au

1. STATE GOVERNMENT SMALL BUSINESS AGENCIES

Small Business Agencies have been established in each state and territory to provide information 
and advice for small business operators. The agencies offer a wide range of services, which vary 
from state to state, but their aim is to increase the chances of business success.

MAJOR STATE CENTRES

Western Australia
Small Business Development Corporation
www.smallbusiness.wa.gov.au

Victoria
Business in Victoria
www.business.vic.gov.au

Queensland
Business and Industry Portal: Starting a Business
www.business.qld.gov.au/business/starting

New South Wales
NSW Small Business
www.smallbiz.nsw.gov.au

South Australia
Department of State Development: Industry and Business
www.statedevelopment.sa.gov.au/industry/
smallbusiness

Tasmania
Department of State Growth:  
business.tas.gov.au
www.business.tas.gov.au

Northern Territory
Department of Business: Territory Business Centres
www.tbc.nt.gov.au

Australian Capital Territory
Innovation, Trade and Investment ACT 
Government
www.business.act.gov.au

BUSINESS ENTERPRISE CENTRES

Approximately 150 Business Enterprise Centres operate across Australia in both regional areas and 
major cities.  Each is independent with its own board of directors and funding responsibilities.

Business Enterprise Centres aim to stimulate enterprise development and employment growth with 
a particular emphasis on providing free advice and support to new and existing small businesses.

Contact details of your closest Business Enterprise Centre can be obtained from your State 
Government Agency, or the White Pages Directory.
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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 receivable turnover: a measure of how quickly a business collects its accounts receivable 
from customers. Calculated by dividing sales by average accounts receivable and is expressed as 
a number value. Can be converted into the average collection period in days, by dividing say 360 
operating days in the year by the accounts receivable turnover.

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 time lines, 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. 

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: a piece of software that can run on the Internet, a computer, smartphone or other 
electronic device.

Appreciation: an increase in the value of property or goods.

Articles of Association: a formal document stating the regulations of a registered company and its 
relationship with its shareholders.

Assets: items of economic worth owned by a business, which may be classified as current, fixed and 
intangible assets; or physical and financial assets.

Asset turnover: a measure of how efficiently the assets of a business are being utilised to generate 
sales. Calculated by dividing sales by total assets and expressed as a number value.

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.
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