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Disclaimer 
 

This publication is designed to provide accurate information in regard to the 

subject matter covered. It is distributed with the understanding that the 

publisher is not engaged in rendering legal, accounting, or other professional 

services.  If legal advice or other expert assistance is required, the services of a 

competent professional person should be sought. 
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Introduction 

 

Module Learning Objectives 

After studying this module, you should be able to: 

 Identify the qualities you need to succeed in your own 

business. 

 Discuss the growth of small business in Canada. 

 Discuss some advantages and disadvantages of owning your 

own business. 

 Identify business opportunities. 

Module 

1 
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Running your own business can be one of the most rewarding things that you ever do. This 

program has been developed to help you make a success of your business venture.  If you 

want to succeed in your own business, you have to understand marketing, finances, the 

legalities etc. and that is the objective of this program.  Success means different things to 

different people.   

What do you regard as success? 

 Having enough money. 

 The freedom to do what you like, when you like. 

 Having a good business as well as spending time with your family. 

 Being the biggest or best in the market. 

 Running your business well and having fun at the same time. 

 You can achieve all these things if you run your business well. 

What qualities do successful business owners have that makes them different? 

 They are ambitious. 

 They are motivated. 

 They are passionate about what they do. 

 They are visionaries and they know what they want. 

To succeed in your own business, you need to be: 

 Goal orientated. 

 A disciplined person. 

 A good planner. 

Work harder and smarter than the average person. 

Note: Business owners spend a lot of their free time thinking of ideas to develop their 

business, so even when you aren’t at work, you are thinking about your business. 

Do you have what it takes?  Do a test: 

http://www.bdc.ca/en/business_tools/entrepreneurial_self-assessment/selfassessment.htm 

Small business growth 

Small business has grown continuously over the last 10 years in Canada. Many people are 

starting their own business because it is something they have always wanted to do.  Others 

have no choice as they have been laid off.  More and more opportunities are presenting 

themselves for us to start and grow our businesses and we need to take advantage of them  

http://www.bdc.ca/en/business_tools/entrepreneurial_self-Assessment/selfassessment.htm
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The risk of failing in your business 

Like anything in life, there is always the risk of failure.  Nobody starts a business with the 

intention of failing.  The main causes of business failure are the lack of management skills 

and capital.  To reduce the risk, it is advisable to research your idea and come up with a good 

plan.  A good plan reduces the risk of failure. 

Advantages of owning your own business 

 You determine your monthly salary.  The smarter you work, the more money you 

make.  There is no limit to how much you can earn.  I have met small business 

owners who earn more than they can spend.  I am yet to meet someone that works 

for a boss that says they earn too much! 

 You are the boss so you set your own rules.  You will enjoy the independence.  All 

those things you hated about working for a boss, you can change.  You can make 

your business fun to work in. 

 You get the opportunity to do what you love.  There is nothing more satisfying 

than making money from something you are passionate about.  Work becomes a 

pleasure. 

 You determine your future and you are responsible for your own success.  You 

have the control you always thrived for. 

 You can use your talents to generate wealth. 

Disadvantages of going into your own business are: 

 You will not get a regular monthly salary – how much you make will depend on 

how good business is. 

 You risk losing everything you have worked for – some of the most successful 

business owners have failed before.  You can always make a comeback. 

 Successful business owners have all failed at some time in their life.  Failing is 

sometimes good for an entrepreneur, as long as they learn from the experience. 

 Inexperience - you will have to learn a whole lot of new skills.  You can fast-track 

this by attending business courses and consulting a mentor or good business 

advisor. 

 A change in lifestyle – you will be working long hours initially.  As your business 

develops and you become more organised, your lifestyle improves dramatically. 

 You can’t pass the buck – you are responsible for every decision you make in your 

business, good or bad.  Bad decisions can cost a lot of money. 

 You have to be a Jack or Jill of all trades initially.  You have to understand a little 

about each section of your business. 

Important personal characteristics of entrepreneurs 

 They are goal-orientated 
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 They are committed to their business 

 They are very involved in the day-to-day running of their business 

 They thrive on uncertainty 

 They continuously look for opportunities to improve  

 They are willing to take risks 

 They are willing to listen and learn 

 They have good people skills 

 They have a creative and innovative ability 

 They have a positive attitude and approach 

Small business - the future 

 Small business will continue playing a vital role in the Canadian economy. 

 Franchise businesses will continue to grow.  It is still one of the best methods to 

market products and services.   

 Home-based businesses will continue the growth they have experienced over the 

last 10 years.  People are getting used to dealing with home-based businesses.  

Technology has enabled us to operate from home and still look professional. 

 Large companies will offer small businesses more and more opportunities to 

subcontract to them. 

 There will be growth in the need for education, which will include extra tuition for 

scholars and students.  The Internet will play a more important role in education 

in the future. 

 Convenient services and products will continue to grow as leisure time 

diminishes.  More people will take advantage of home delivery services.  There are 

opportunities for small business owners to offer balanced meals to the busy 

executives who don’t have time to cook but don’t want to eat restaurant or fast 

food. 

 Tourism and entertainment will continue growing.  Only packages that offer 

unique experiences will survive and thrive.  Try to develop unique and different 

ideas. 

 The sharing economy has opened up a lot of opportunities for small business 

owners. Business owners often get involved in the sharing economy as a source of 

revenue as they establish a business. 
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Growth small businesses of the future 

 Cleaning, garden maintenance, painting or any similar type of services. Large 

companies are outsourcing these services as they can be done more efficiently by 

outside contractors. 

 Training, coaching and mentorship services.  As the world moves from a 

production-based economy to a knowledge-based economy, we need to upgrade 

our skills more often, therefore creating the need for training services.  

 Internet-based services. There are many opportunities to sell products and 

services via the Internet.  You will be able to operate your business from home 

without having to rent business premises.  Every small business should be 

investigating how they can incorporate the Internet into their business.    

 Life-long learning is a trend.  People need to and want to develop and learn new 

skills. 

 Aging population in North America will create many opportunities in various 

industries including, health-care, financial management, sports etc. 

 Doctors and nutritionists are encouraging healthier eating habits, more customers 

are asking for organic foods. 

 Care for the aged – As the population matures there is an increased need for care 

facilities and services for this portion of the population. 

 Childcare – As the trend towards dual-income families increases,  so the need for 

childcare will grow.  Anything that will improve children’s abilities will sell - ball 

skills, sports training, extra math lessons,  music lessons etc.  

 Personal trainers – including golf, gym and anything for which people need special 

attention.  Why should I take months to learn to play golf when I can afford to 

have someone teach me all these skills in a short time? It is said that many deals 

are made on the golf course, but you need to know how to play or you won’t be 

invited!  

 Consultants - they have specialized knowledge that businesses can use.  Find a 

field that you can specialize in - people are prepared to pay for professionals.  If 

you are a small business, why should you employ a person full-time when you can 

have a specialist come in for 2 hours, do the work and leave? This is especially 

prevalent in the IT (computer) field. 

 Home décor and home improvement– as people spend more time in front of the 

TV and a computer, they will want to make their surroundings more comfortable.  

This will offer the small business owner the opportunity to market his/her skills in 

interior decorating, painting techniques, home office design etc.   

 Security services – people will continue to protect themselves against the criminal 

element. Any product or service that will make the average person feel more 

secure will do well, for example, alarm systems. 
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 Export – Small businesses should explore the international market.  The advantage 

of operating in this market is that as one country experiences a recession, new 

markets can be targeted elsewhere.  Every small business should be exploring 

opportunities to export their product or service.  If not throughout the world, at 

least throughout North America.  

http://exportsource.gc.ca   

www.infoexport..gc.ca 

 Collaboration – more and more small businesses will form joint ventures with 

other small companies or even big companies to bring products and services to 

the market.  Why not form a consortium to tender on that large project? 

 

http://exportsource.gc.ca/
http://www.infoexport..gc.ca/


 

9   

 

 

 

For business ideas, visit these sites: 

http://www.springwise.com 

http://www.trendhunter.com/  

www.ideacafe.com 

Sources of business information 

 Profit Magazine 

 Small Business Canada 

 Canadian Business Franchise Magazine 

 Fortune Small Business Magazine  

 Entrepreneur Magazine 

 E-Myth Revisited by Michael Gerber - great small business book 

 Guerilla Marketing – Jay Conrad Levinson 

 Small Business Guide – Douglas A. Gray & Diana L. Gray 

Exercise 

1. In your opinion, what determines whether a business owner is successful or not? 

2. Of the small business owners that you have met, what personality traits do you 

admire most? 

3. What trends are taking place in North America and the world that you believe will 

create new opportunities? 

4. Do you believe there is going to be a growth in small business in Canada? If so, 

why? 

5. Looking at your education and experience, what are your strengths? 

http://www.ideacafe.com/
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For your Business Plan 

1. If you are a start-up, what business idea will you be using to develop a business 

plan? 

2. If you are in business already, you will be required to use your existing business 

as your case study in your business plan.   

3. If you intend expanding your business, developing a new market, a new idea or 

branch, use this in your business plan.  
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Ways of starting or expanding 

your own business 

 

Module Learning Objectives 

After studying this module, you should be able to: 

  

 Identify different ways to start your business. 

 Understand the franchising concept more. 

 Understand which questions to ask if you 

would like to go into franchising. 

 

Module 

2 
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There are a few ways to get started in your own business; you need to decide for yourself 

which you find the most suitable.  If you are in business already, you can still use these 

options to grow and expand your business: 

 Start your business from scratch 

 Buy a business 

 Buy shares in a business 

 Buy an agency 

 Buy a franchise 

 

Starting your own business 

 

Advantages 

 You will often have lower overheads.   

 You can start from home. 

 Your start-up costs will be lower. 

 You have greater personal freedom. 

 You can enter a new market or introduce new products. 

 You can change your business or direction quickly. 

Disadvantages 

 There is a greater risk of failure. 

 You require extensive personal and business planning. 

 You need to develop clients from scratch. 

 You don’t have a brand name. 

 It can get lonely on your own, especially if don’t have any partners or staff. 

 

Buying an existing business 

 

Advantages 

 There is less risk of failure. 

 You have more personal freedom. 

 You have historical sales figures that will assist you with future projections. 
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 You are buying an established service or product, clientele, method of operation, 

staff and name. 

 You have immediate cash flow. 

 Relationships have already been established with suppliers and bankers. 

Disadvantages 

 The business could have no growth potential. 

 The equipment may be old and obsolete. 

 The business may have a bad reputation. 

 You could inherit inefficient staff. 

 The business could have a bad name with suppliers and financial institutions. 

If you are going to buy a business ensure that: 

 You get professional advice from a business advisor, accountant and lawyer. 

 You are paying a fair price.  Sellers often over-value a business.  If possible, try 

and get the seller to finance part of the selling price. 

 You find out what lease will be available on the premises. 

 You find out the real reason the owner is selling the business. 

 You check out the financials.  If the figures look too good to be true, they probably 

are. 

 You do proper research on your competitors, location etc. 

 You don’t believe everything the seller or business broker says.  Remember, they 

are in it to make as much money as possible. 

 You run the business with the owner at least one month before you take over to 

confirm sales, profits etc. 

The most common reasons for selling a business are: 

 The business is experiencing a cash flow problem. 

 The owners are tired of the business because of the long hours or workload. 

 The industry is too competitive. 

If a deal sounds too good to be true, it probably is.  Beware of the many 

moneymaking scams that are out there today. 
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To learn how to value a business, visit the following website: 

 http://canadabusiness.ca/eng/page/2725/ 

Buying a franchise 

 Franchisee – person who owns the franchise. 

 Franchiser – person or company who owns the brand name and business concept. 

Advantages 

 The franchisee is buying into an established brand name and company. 

 The franchisee is buying a proven successful business system. 

 The franchiser offers training. 

 The franchisee has the incentive of owning his/her own business with the 

additional benefit of continuing assistance from the franchiser. 

 The franchisee receives benefits on a national scale. 

 The franchisee receives the benefits of bulk purchasing. 

 The franchisee has the benefits of head office specialized knowledge. 

 The franchisee’s business risk is reduced; but remember, there will always be risk. 

 The franchisee has the assistance of the field operational staff. 

 The franchisee has the benefits of the use of the franchiser's continuous research 

and development. 

 As a franchisee, you can share ideas with fellow franchisees. 

Disadvantages  

 The relationship between the franchiser and the franchisee will involve the 

imposition of controls. 

 The franchisee will have to pay the franchiser for the services provided and for 

the use of the name. 

 The franchiser's policies may affect the franchisee’s profitability. 

 The way other franchisees conduct their business may affect your good name. 

 Many franchises are operating in over-traded or highly competitive markets that 

make it difficult for the franchisee to make a lot of money. 

Franchising is not an easy way to make money. Ensure that you do as much research 

as possible and get professional advice. 



 

15   

 

Buying shares in a business 

 

Advantages 

 Your risk is limited. 

 The business has an established service/product, clientele, and method of 

operation, staff and name. 

 You and your partners could have complementary skills. 

 You have immediate cash flow. 

 You have a team or partner to share skills with. 

Disadvantages 

 Partnerships are often double the trouble and half the profit. Having said that, 

some of the most successful businesses in the world have been partnerships. 

 The business could have achieved its maximum growth. 

 The business may have a bad reputation. 

 The books may have been manipulated to look good. 

 

Buying an agency 

 

Advantages 

 You are buying into an established company. 

 The set-up costs are usually minimal. 

 The company may offer free marketing and advertising skills. 

 The company may offer head office support. 

 Can share information and experiences with other agencies. 

 

Disadvantages 

 The company may not fulfil its promises. 

 There is no guarantee that company will survive. 

 Commissions or profits are often small. 

 The back-up service from head office could be limited. 
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Exercise 

1. List two other advantages of starting your own business from scratch. 

2. List three advantages of starting your business from home. 

3. List two advantages of buying a franchise. 

4. List three advantages of starting a business part-time. 

5. If you were to grow your business, which route would you take--buy your 

competitors out-- or start a new branch from scratch? 
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Franchising as a business opportunity 

Franchising is a good way to get started in your own business.  The main advantage of 

franchising is that even though you are self-employed, you have the added advantage of a 

network of people that are there to assist you in achieving your goals.  However, this does 

come at a price. 

Franchising has grown phenomenally in Canada over the last 10 years.  Most of us deal with 

some or other franchise on a daily basis, whether it is to buy fast food, repair our cars, buy 

gas etc. 

What is a franchise? 

A franchise is a legal and commercial relationship that exists between the franchiser (the 

owner of the brand) and the franchisee (the owner of the individual franchise).  The franchise 

agreement sets strict guidelines on how the business should be run. For the use of the 

business system and the trademarks, the franchisee pays a monthly royalty which can be 

between 2% - 20%, depending on the franchise.  The franchiser usually assists in offering the 

following: 

 Site selection 

 Training 

 Product and service suppliers 

 Development of the business plan 

 Assistance with applying for finance 

 Marketing and advertising 

 On-going head office support 

Before deciding to purchase a franchise, ask yourself the following: 

 Am I prepared to handle the workload and long hours that could be required? 

 Do I have sufficient money to purchase and operate the franchise? 

 Will I be able to handle the staff? 

 Does my family support me in my decision? 

 Will the business keep me occupied mentally and physically? 

 Will I be able to abide by the strict disciplines of franchising? 

 Is franchising right for me? 
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Research and Business Plan 

Ensure that you do the same research that you would for a start-up business when purchasing 

a franchise i.e. 

 Develop your own business plan. 

 Do your own market research. 

 Don’t take everything the franchiser says for granted - investigate. 

Questions you should ask the franchiser: 

 How long has the franchise been in business? 

 Is the franchise’s financial position strong? 

 What are the initial start-up requirements? 

 What services are offered as part of the start-up requirements? 

 Is training of staff and management offered? 

 Does the franchiser assist in the development of a business plan? 

 Does the franchiser assist in launching the business?  Will they be there to guide 

you in the first week or so? 

 How much will you pay monthly as a royalty and advertising fee? 

 What advertising and promotional support is offered by the franchiser? 

 Does the company have support staff that will visit your business in person? 

 Can they give you a list of franchisees that you can contact for references? Visit 

franchisees and ask them as many questions as possible.  

 Choose franchisees in different areas and those from areas that are similar to the 

area that you intend operating in.  Take a list of questions with you and see if the 

information the franchiser gave you tallies up with the results they are achieving.   

Ask franchisees: 

 What their monthly expenses are. 

 Are they happy with head office support? 

 Are promotions and marketing working? 

 Are they happy with their decision to purchase the franchise? 

 Ask them about the negatives of being part of the group. 
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 Is the group a member of the Canadian Franchise Association (CFA)? They act as a 

watchdog body for the franchise industry and offer both buyers and sellers some 

protection. However, being a member of CFA does not guarantee that the franchise 

will be successful. 

 Be aware of franchisers who don’t seem to be too interested in your abilities and 

qualifications.  If the deal sounds to good to be true, it probably is.  Don’t rush to 

sign any agreement; speak to your legal and financial advisors first. 

Some terms you should know that are often used in franchising: 

 Initial franchise fee – this is the lump sum a new franchisee has to pay the 

franchiser to use its name, know-how etc. 

 Minimum investment – this is the amount required to: finance the décor, shop 

fittings and equipment; working capital required to finance operations initially 

while the business is being established. 

 Management services fees  - also called royalties or franchise fees – this is a 

percentage of the franchise sales made on a monthly basis.  Some franchisers 

charge a fixed fee on a monthly basis irrespective of monthly sales. 

 Marketing & advertising fees – most franchisers require their franchisees to pay a 

fixed percentage or amount towards a group marketing fund. 

 Franchise agreement – the franchise relationship is regulated by the franchise 

agreement, which both franchisee and franchiser sign.  Ensure that you get a legal 

advisor to read any agreements before signing them. 

 Disclosure document – this document usually contains the following: background 

about the business and its owners, including business experience and track 

record; details about investment requirements and financial projections. 

 Operations manual – This document lists all the information required to operate 

the franchise effectively.  It is the basis of a successful franchise system.   

For more information about international franchising: 

 www.cfa.ca 

 www.ifa.org 

Canadian magazines with franchising information  

 Franchise Canada. 

 Canadian Business Franchise 

International Magazines 

 Entrepreneur Magazine – USA. 

 Fortune Small Business (FSB) – USA. 

 INC Magazine – USA. 

http://www.cfa.ca/
http://www.ifa.org/
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 The Franchise Magazine – UK. 

Franchise Trade Shows 

These are held regularly throughout Canada and USA and are worth visiting. Do a search 

on the Internet or visit the CFA website to find out when they are to be held. 

Exercise 

1. What is the difference between a franchisee and a franchiser? 

2. What makes franchising different from other business concepts? 

3. In your opinion, which is the most successful franchise in Canada? 

4. List 10 businesses that you believe could be franchised. 

5. List 5 disadvantages of franchising. 

For your Business Plan 

1. Decide how you are going to get started in your own business.   

2. If you are in business already - what is your future growth plan?   
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Planning Your Business & How to 

Develop a Business Plan 

 

Module Learning Objectives 

After studying this module, you should be able to: 

 Understand how to develop the perfect business 

 Develop a personal vision 

 Develop a business vision  

 Draw up your own Business Plan. 

 Identify where to get information from to assist you in 

drawing up a Business Plan.  

 

 

 

Module 

3 
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Your No. 1 Objective – Develop a Business that works 

 

 Develop a business that works with or without you 

 Develop a business that allows you to enjoy your life 

 Develop a business you can sell 

A Business that Works 

 Offers its customers consistent value 

 Offers consistently good service 

 Has great systems 

 Projects a professional image 

 Can be replicated or franchised 

 

1. Run your business like a franchise 

 

2. Offer consistently good service 

 

3. Project a great image 

 

4. Replicate the model if you like 

 

5. The business must operate whether you are there or not 

 

Recommended reading – E-Myth Revisited by Michael E Gerber or visit www.e-myth.com 
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A Business Plan is still the best method ever developed to test the viability of your business 

idea.  Whether you are in business already, or intend starting a new venture, make sure that 

you have a carefully constructed Business Plan.  A Business Plan will not guarantee your 

success, but it will certainly improve your chances of succeeding.  You may even decide not 

to go into business once you have completed your Business Plan! 

Personal Goals & Vision for the next 20 years 

Before you develop a business you need have a very clear idea of why you want to go into 

your own business.  You need to come up with a list reasons that will keep you on track and 

keep you focused through the difficult times you will face 

 What do you want for your life? 

 What would you like to achieve? 

 What places would you like to visit? 

 How much money will you need to retire? 

 Why do you want to go into your own business? 

Vision 

Before you begin working on your business plan, you need to answer the following 

questions. 

 What is your vision for your business? 

 What will your business become? 

 If you could see into the future, what will this business look like? 

 A business or person without a vision lacks direction. 

A vision is “the picture that leaps into your mind when you close your eyes and dream 

about what you want your organization to become.  It’s just over the horizon.”  Adapted 

from: Essentials of Entrepreneurship and Small Business Management by Thomas W. 

Zimmer and Norman M. Scarborough (page 36.) 

Vision Example:  

1. To become the leading supplier of landscaping services in Mississauga.  

2. To own our own plant nursery. 

3. To have 3 teams operating in 3 years. 

 



 

24 

 

Mission Statement 

 

 A mission statement defines what your company is, why it exists and its reason for 

being. 

 Elements of a mission statement 

i. What are your business beliefs and values? 

ii. What does your business stand for? 

iii. Who are your target customers? 

iv. What are your basic products and services? 

v. What customer’s wants and needs do you satisfy? 

vi. Why should customers do business with you? 

vii. What is your competitive advantage 

What is a Business Plan? 

It is a document prepared to show the viability of your business.  A Business Plan is the 

blueprint that you will use to develop your business idea. 

A Business Plan must include: 

 What you intend doing. 

 How you intend doing it. 

 When you intend doing it. 

 Where you intend doing it. 

 What makes you believe that your business is viable? 

 It is a structured guideline for achieving your goals. 

Why is a Business Plan important? 

 It forces you to arrange your thoughts in logical order. 

 It forces you to simulate reality and anticipate pitfalls before they occur. 

 It will be used as your working action plan. 

 It is an essential aid when applying for finance. 

 It can eliminate potential flaws in your business. 

 It is an essential decision-making tool. 
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 It can assist you when trying to obtain credit terms from suppliers.  

A Business Plan - the basics 

It needs to be: 

 Professional 

 Concise 

 Comprehensive 

 Logical 

 Simple and easy to read 

 Based on facts or evidence 

NB – the owner or manager should prepare a Business Plan with the assistance of 

advisors.  It is not advisable to pay someone to draw up a Business Plan for you. 

Important 

When developing a Business Plan, take your reader into consideration. If you are applying for 

finance, you will have to ensure that you are giving the reader the information they require. 

 

Prepare a professional looking title page and contents page 

Include: 

 The business name. 

 The address, telephone number, fax number, e-mail address and website. 

 The business logo. 

 A list of the owners, their contact details and titles. 

 The date the Business Plan was printed. 

 The name of the person that prepared the Business Plan with contact 

details. 

 A clear contents page. 

Prepare an executive summary 

This will be a summary of your Business Plan.  It should be done once the Business 

Plan is complete.  If your summary is well presented, the reader will continue reading 

your plan. It needs to grab the attention of the reader and is usually about one or two 

pages long.  

Step 1: 

Step 2:   
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The summary should include: 

 A description of the service or product you provide, or plan to provide. 

 Why you believe your business is viable. 

 Include your mission statement and business vision 

 If it is a business in operation, include some history and information on its past 

performance. 

 List your short, medium and long-term goals and objectives.  You can determine 

how long these time spans are; they will vary according to the different stages of 

growth.  If you think short-term is 6 months or 12 months, say so. 

Include a summary of: 

 Your marketing plan. 

 Your projected sales for the first few years (on a graph if possible.) 

 Your expected gross margin. 

 Other financial information that will interest the reader. 

About 1.5 - 2 pages 

Company information and legalities 

 Type of business ownership selected (if you are starting a new business).  

 What are the legal requirements, if any?  

List products and/or services to be offered 

 Include an outline of your products and/or services. 

 Include photographs or drawings of the products if possible. 

 How is your product or service different to what is currently available? 

 Include a technical outline of machinery that you will need to purchase.  

Include brochures and quotes with a picture of the equipment and any 

technical details that may be required. 

Outline your proposed Marketing Plan  

 Include copies of market research such as statistics and questionnaires 

distributed.  

 Include some background information about your industry. What trends 

are taking place and how will this affect your business? 

Step 3: 

Step 4:  

Step 5:   
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 Describe your specific target market. 

 What is your projected turnover for the next 12 months? 

 A brief description of your competitors’ marketing strategy. 

 A description of your sales and promotion strategies. How are you going to 

market your products and services? Ensure that you include a detailed plan 

of what you will do, when and how much it will cost. 

 Include advertising material, copies of advertisements and costs to be 

incurred. 

 Include a map showing proximity to main competitors, main transport 

routes, commuter routes, traffic flow etc. 

 A SWOT analysis of yourself and your business: Strengths, Weaknesses, 

Opportunities and Threats. Try and be as honest as possible. 

 A description of your competitors, their target markets, position in the 

market and their products. Do a SWOT analysis of your main competitors. 

Include information about your staff and management team 

 How many staff do you intend employing? 

 Show your organizational structure.   

 Include a job description for each member of staff. 

 Include the salaries and packages you will offer key staff (if you have this 

information available.) 

 Include a brief résumé for you and your key staff showing your ability to 

develop the business; especially if specialized skills are required to make 

the business a success (only include a résumé if relevant.) 

 If training is required, what and where will training take place? 

Outline your financial plan and strategy 

 

 Detail your purchasing strategy.  Who will you purchase your products and 

services from? 

 Show how you will price each of your products and services.  

 What is your price-setting policy? 

 What gross margin will you achieve on each product or department? 

 What record-keeping system will you be using? 

Step 6: 

Step 7: 
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 Prepare a projection of Income & Expenses monthly for the first 12 months 

and for years 2 – 5.  

 Calculate your projected break-even point monthly and annually. 

 Prepare a projected Cash Flow Forecast. 

 Prepare a projected Balance Sheet. 

 Look at different scenarios - best case, average case and worst case. 

 What financing is required, if any? (start-up requirements if it is a new 

business). 

 What securities do you, or the business,  have available? 

Outline your Operating Plan 

 A description of your location, its advantages and disadvantages in relation 

to labour force, proximity to customers etc.  

 What premises will be required? 

 Include a layout of the premises and machinery. 

 If you are involved in manufacturing, how will this be done? 

Technology 

 What computer systems will you use? 

 What software will you require? 

 What are your plans for the Internet? 

Include: 

 Quotes, floor layouts and plans, newspaper or magazine articles of 

interest, a one page summary of lease agreements, product photographs 

and any other information that you think could be useful to add value to 

the Business Plan. 

 

Download free business plan template here: 

 http://www.bizlaunch.com/free-small-business-tools 

Step 8:  

Step 9:  
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Exercise 

1. List some of the benefits of a Business Plan. 

2. Why do many small business owners not have a Business Plan? 

3. Which is the most important part of the Business Plan and why? 

4. Why would a bank request a Business Plan before granting a loan? 

5. Why should a Business Plan be based on fact - wouldn’t it be much easier to guess?  

 

For Your Business Plan 

1. Visit some of the websites listed above to have a look at different Business Plans. 

2. Begin designing the front page of your Business Plan. 

3. If you are purchasing a business or franchise, start accumulating relevant data 

that you will be using in your Business Plan.  

In the next few modules we will discuss the different components of a business plan in 

more detail. 

 

Business Plan Homework 

1. List 20 goals you would like to achieve in your life over the next 20 years 

2. What would you like your business to look like in 5, 10, 20 years? 

3. What is your business vision? 

4. Develop a mission statement for your business? 
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Case Study: Business Plan 

This case study has been designed to help you with the formulation of your own Business 

Plan.  It allows you to critically examine another person’s idea and to spot potential flaws, 

strengths, weaknesses, opportunities and threats. 

 

Case study for a prospective businessperson 

Joe, from Florida (a middle-class area), worked all his life as a merchandiser for Loblaws.  Now 

at the age of 55, he was offered a severance package.  He received an amount of  $400,000.00 

in cash.  Joe’s dream was to have his own convenience store. 

After speaking to his friend, Mr Know-all who is an expert in this field, Joe realised that he 

could rent premises for $10 500.00 per month for a 400-m² convenience store.  Mr. Know-all 

estimated the water and hydro expenses for Joe’s business to be approximately $3,850.00 per 

month.  Joe’s supermarket is about 5 km from Loblaws and there are no other convenience 

stores in the area. 

Due to his lack of experience in buying and selling, Joe has decided to employ two additional 

staff, Mrs Goodbuyer and Mr Sellall to assist him in his venture.  Mr. Know-all also advised Joe 

on his initial cost of fittings and equipment including customer trolleys and baskets.  He 

estimated that it would cost $92 550.00. 

Joe is still uncertain whether this venture will be viable and whether he will require further 

capital to start his business.  The only other personal asset that Joe possesses is a small 

delivery vehicle which he inherited from his grandfather, Mr. Grumpy.  Joe needs your advice. 

Questions: 

1. What information does Joe still need to obtain before he can start his business? 

2. Do a SWOT analysis on Joe’s business: 

               Strengths, Weaknesses, Opportunities and Threats 

3. Based on the information available now, will you grant Joe a loan? 
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Business Legal Requirements and 

Forms of Business Ownership  

Module Learning Objectives 

After studying this module, you should be able to: 

 Discuss the regulations that affect small business. 

 Understand where you need to register to abide by the 

legal requirements. 

 Understand the forms of business ownership. 

 Discuss the advantages and disadvantages of the different 

forms of business ownership. 

 

 

 

 

 

 

Module 

4 
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Forms of Business Ownership 

One of the decisions you will need to make is what type of ownership is suitable for your 

business venture. The form of ownership you select will depend on your future plans.  The 

majority of small businesses start out as sole proprietors, but this may not be suitable for 

you.  The structure you choose all depends on your future business plan and the vision you 

have for your business. 

Sole Proprietorship 

 

Advantages 

 It is simple to start-up 

 Profits earned through the business are for the sole proprietor. 

 The owner can operate the business as she/he sees fit. 

 Once you have registered your name and obtained a business license, you are a 

legal entity and able to operate your business. 

 The termination of the business is simple. 

 Bookkeeping for a sole proprietor is simple. 

Disadvantages 

 There is no limit to your liability.  You can be sued for the debts of the business.  

All your personal assets can be sold off to repay your business debts. 

 Your name is not protected. 

 An employer/employee relationship does not exist between a sole proprietor and 

his/her business.  Therefore as a sole proprietor, the owner cannot contribute to 

the business pension funds, provident funds and fringe benefits which employees 

are entitled to.  

 The business terminates on the death of the owner. 

 Obtaining finance for the business will depend on the security you have to offer 

financial institutions.  

 You are taxed as an individual, so the more your business earns, the more tax you 

pay. 

 You have no partners to share ideas and goals with.   

Source: http://www.canadabusiness.ca/eng/page/2853/  

Business registration:  http://www.cra-arc.gc.ca/bro/ 
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Partnership 

 

Advantages 

 Partnerships are easy and cheap to set up. 

 The partners can operate the business as they see fit. 

 The owners could have complementary skills. One partner can be responsible for 

finance and administration and the other for marketing and sales. 

 You can share the financial burden of starting up a business. 

 With the exception of the legal requirements and tax returns, there are no 

complicated statutory returns. 

 The termination of the business is simple: pay accounts and close the business. 

Disadvantages 

 A partnership is automatically dissolved if a partner leaves or a new partner joins. 

 The partners are jointly and severally liable for the business debts in case of 

bankruptcy. 

 Arranging finance depends on the security offered by the partners. 

 There will often be disputes between partners. 

 There is no continuity if one of the partners dies. 

 Both partners are taxed as individuals on their share of the profits; so the more 

your business earns, the more tax you pay. 

General Partnership 

All members share the management of the business and each is personally liable for all 

the debts and obligations of the business. This means that each partner is responsible for 

and must assume the consequences of the actions of the other partner(s). The names and 

pertinent information of all the partners must be registered with the Ministry of 

Consumer and Business Services. The registration must be renewed every five years.  

 

Limited Partnership 

Some members are general partners who control and manage the business and may be 

entitled to a greater share of the profits; while other partners are limited and contribute 

only capital, take no part in control or management and are liable for debts to a specified 

extent only.  A legal document, setting out specific requirements, must be drawn up for a 

limited partnership. Limited Partnerships are also registered with the Ministry of 

Consumer and Business Services in Ontario. This form of business organization must also 

be renewed every five years. 

Source: http://www.canadabusiness.ca/eng/page/2853/  
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Partnership contract 

All partners should consult with an attorney before going into partnership.  Before you start a 

business, an agreement should be drawn up between: 

 Partners in a partnership. 

 Directors of a Company. 

Include in your agreement: 

 Each partner’s contribution in cash, services, property, equipment etc. 

 Each partner’s authority when signing cheques or placing large orders.  It is 

advisable for at least two partners to sign every cheque issued or large order 

signed. 

 Each partner’s responsibilities in the business e.g. finance, marketing sales etc.  

Ensure that you list exactly what each partner’s duties will be. 

 How will profits and/or losses be divided? 

 How much will each partner draw as a salary? 

 If there is a dispute between partners, how will this problem be solved?  A good 

idea is to appoint a mediator or arbitrator that both parties agree to in advance, 

should a problem arise. 

 If a partner decides to leave, or a new partner joins the partnership, or the 

business is sold outright, how will the business be valued? 

 What will happen should one of the partners become disabled or die? A good idea 

is to take out an insurance policy that will pay out the partner’s share to his 

family. 

 If the partnership is to be dissolved, what procedure will be followed? 
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Incorporation   

 

Advantages 

 A corporation is a separate legal entity.  

 The liability of the shareholders is limited.  

 New shareholders can be introduced. 

 There can be continuity of family control - family members can inherit shares. 

 A corporation is a separate entity for tax purposes and there are some tax saving 

benefits. 

 Owners can benefit by taking advantage of company pension schemes and fringe 

benefits etc. 

Disadvantages 

 Increased legal requirements and higher accounting costs 

 You will be required to keep payroll records for your staff and yourself. 

 Taxation for a corporation usually requires professional advice. 

 The law requires a greater disclosure of financial affairs of the corporation. 

Note: 

One or more people can form a private corporation.  A majority of its directors must be 

Canadian residents. If none of the directors reside in the province in which it does business, 

the corporation must appoint a Power of Attorney who resides in the province.  A private 

corporation cannot sell shares or securities to the general public. 

Source: http://www.canadabusiness.ca/eng/page/2853/  

 

If you plan to incorporate a business in Ontario, you must submit the following to the 

Companies and Personal Property Security Branch, using either paper forms or electronically 

via the Internet:  

 The Articles of Incorporation (Form 1 under the BCA) completed in duplicate, and 

bearing original signatures on both copies.  (Please note that all business 

corporations must have shares. Therefore,  Article 6 of the form must be 

completed e.g. “unlimited common shares”);  

 A Newly Upgraded Automated Name Search (NUANS) report. This is a five-page 

computer report consisting of corporate names, business names and trademarks 

that have already been registered and are similar to the proposed corporate name.  

The NUANS can be conducted by a searcher of record 

https://www.ic.gc.ca/eic/site/075.nsf/eng/home 
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 A covering letter, identifying the name, return address and telephone number of a 

contact for the corporation;  

 Other support documents, if required (for example, legal opinion).  

Legal – What are you required to do? 

To avoid problems in your business, make sure that you abide by the following legal 

requirements.  If you don’t, sooner or later you are going to be caught out. 

1.  Municipal 

Depending on your business and whether you operate from home or not, you will be required 

to do some of the following before you are issued with a license: 

 

 Fire department – for fire regulations 

 Health department – mainly food business 

 Local pollution control 

 Motor carrier licensing 

 Building inspector 

 Waste management 

If you are operating your business from home, contact your local municipality office to find 

out what you are legally entitled to do.  Ensure that: 

 You check out local bylaws. 

 You do not erect illegal signs. 

 You do not make noise. 

 You do not generate excess traffic. 

 You make friends with your neighbours! 

2.  Registering your business name 

As a sole proprietor you are not required to register your business name, but it is a good idea, 

especially if you intend growing your business. 

 Choose three names in order of preference and submit them to the corporate registry 

for approval 

3.  Incorporation 

Once your chosen name is approved, you can go through the process of incorporation.  
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4.  Business license 

Once your business is incorporated, you can apply for a business license. Visit the following 

website to see if your business requires a license to operate:   www.bizpal.ca 

5.  GST and PST 

You have to register for and charge GST if: 

 You provide taxable goods and services in Canada. 

 You are not a small supplier – i.e. your total revenues are less than $30,000. 

Note:  If your revenue is less than $30,000, you can voluntarily register. 

 To register, visit your local tax services office. 

You must submit a return for each reporting period as follows: 

Annual Taxable Revenue Reporting 

/Filing Period 

$500,000 or less Annually 

$500,000 - $600,000 Quarterly 

More than $600,000 Monthly 

If your annual revenue is less than $500,000, you can elect to file a return quarterly or 

monthly.  If your revenues are between $500,000 and $600,000, you can elect to submit a 

return monthly. 

Important information on your invoices: 

1. Your business or trading name 

2. Invoice date 

3. Total amount payable 

4. GST amount 

5. Your business number 

6. The purchaser’s trading name 

7. Payment terms 

8. Description of goods or services 

Source:  CCRA publication – Guide for Canadian Small Business 

For more information visit:  www.ccra.gc.ca 

http://www.ccra.gc.ca/
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Important 

Ensure you develop an accurate bookkeeping system to record GST paid. 

6.  Responsibilities as an Employer 

If you employ staff you must make regular deductions from their paycheques.  You are 

required to deduct income tax, Canada Pension Plan (CPP) contributions and Employment 

Insurance (EI) from your employees’ paycheques and remit this money by the 15
th

 of the 

following month.  If your payments are late, you will be penalized.  

 Canada Pension Plan  – refer to Payroll Deductions Table for your province.  The 

employer must match the employee's contribution. For more information contact 

CCRA. 

 EI – refer to the Payroll Deductions Table for your province. 

 Income tax – refer to payroll deductions publications for your province or territory. 

 Worker’s Compensation – some businesses are required to make payments for 

Worker’s Compensation 

For more information visit:  

www.ccra.gc.ca/t2return/ 

 Source:  CCRA publication – Guide for Canadian Small Business 

Note: Get professional advice to ensure that you abide by the required legal 

requirements.  Speak to your accountant or contact your local CCRA office. 

 

For your Business Plan 

For your business plan, list all the legal requirements you need to take care of and decide 

what form of business ownership you would like to use. 

http://www.ccra.gc.ca/t2return/
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Understanding the Basics of Taxation, 

GST and PST  

 

Module Learning Objectives 

After studying this module, you should be able to: 

 Understand the basics of taxation. 

 Know what expenses are legally deductible. 

 Know what deductions are allowed. 

 Understand the basics of GST and PST. 

 Understand how to calculate your GST and PST liability. 

 

 

 

Module 

5 
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Income Tax 

 

Who is liable for tax? 

In Canada, every individual person of any age, every partner in a partnership or corporation 

that earns income, is liable to pay tax.  

Who is responsible for the payment of taxation? 

 Corporations 

 

 Directors of companies 

            They are liable as individuals for tax on the income they earn from their                          

business.   

         

 Partnerships 

            Each partner is taxed as an individual on his or her share of the profits earned                         

by the partnership, as well as on any other sources of income they have. 

 

 Sole proprietors 

            The owner of the business is liable to pay tax on the profits earned by the                         

business, as well as any other sources of income that he or she may have. 

 

 Employees 

            Employees are responsible for the payment of tax on their salaries or wages.                          

The employer is obliged to deduct tax from payments made to employees and                          

send it to CCRA (Canada Customs and Revenue Agency). 

 

How to determine the taxable income of a business 

Tax is payable on income earned in a period of assessment.  

Periods of assessment 

For corporations, this is their normal financial year.  For individuals, including sole 

proprietors and partners in a partnership, the period of assessment is January 1
st

 - December 

31
st

  each year. 

 

To calculate tax payable you need to know the net profit according to your profit and loss 

statement. 

 

Ensure that you develop a good record-keeping system to record every expense you incur 

in your business.  It could save you taxes. 

 

Allowable Business Expenses 

 Any reasonable business-related expenses are allowed. 

 

 A business expense is a cost you incur for the sole purpose of earning business 

income. 

 

 You must support any business expense claim with evidence i.e. invoice, receipt or 

voucher. 
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 It is your duty as a taxpayer to prove you incurred the business expense. 

 

 You are required by law to keep records for 6 years after you file your tax return. 

 

Meals and Entertainment 

 You can deduct up to 50% of the cost of meals and entertainment that you incur to 

generate income in your business. 

 

 The 50% limit also applies to the cost of your meals when you travel or go to a 

convention. 

Motor Vehicle Expenses 

 You can deduct expenses you incur to run a motor vehicle that you use to earn 

business income. 

 

 Ensure that you keep a record of the kilometres you drove to generate revenue.  For 

each business trip, list the date, destination, purpose, and the number of kilometres 

you drove.  Write down your odometer reading at the beginning and end of each year. 

 

 You can deduct all of the following: 

  Fuel and oil 

  Maintenance and repairs 

  Insurance 

  License and registration fees 

  Capital cost allowance 

  Interest on loans to purchase the vehicle 

  Leasing costs 

Note:  You can deduct 100% for tools costing less than $200. 

Bad debts 

 You are entitled to deduct as an expense any bad debts that you incurred during the 

tax year (as long as the original transaction that led to the bad debt was included in 

taxable income in a previous tax year.) 

 

Working from home expenses 

 If you use part of your home from which to operate your business, you may be able to 

claim a portion of expenses such as mortgage interest, heating, electricity, telephone, 

property taxes and Capital Cost Allowance (CCA). 

 

 The portion that you may claim is based on the percentage of the total floor space of 

your home that is used for business purposes. Remember, it must only be used for 

business. Consult you accountant about this. 

 

Assessed loss 

 No tax is payable in a year when an assessed loss is made. 

 

 An assessed loss may be carried forward. 

 

The following are disallowed for tax purposes: 

 Personal and domestic expenses. 
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 Stock taken for personal use. 

 Fines for illegal acts (including traffic offences) and related professional fees. 

 

Determining the taxable income of a business owner 

The taxable income of the owners of a business will be as follows: 

 In the case of a sole trader, the taxable income of the business is the taxable income of 

the owner. 

 

 In the case of a partnership, the taxable income of each partner is his/her share of the 

taxable income of the partnership. 

 

 In the case of a director of a corporation, his/her taxable income is the earnings 

(salary) that have been drawn from the business. 

 

Business owners may have additional taxable income which may come from the following 

sources: 

 Profit earned from another business. 

 

 Income from part-time employment. 

 

 Interest received. 

 

 Pension  

 

 Rent received on property rented out. 

 

Tax free income 

 Certain lump sums received on retirement.  You should seek professional advice 

about this. 

 

 Up to a certain amount of interest received.  

 

Deductions 

 Medical expenses 

 

 Pension fund and social benefits 

 

 Caregiver 

 

 Federal political contributions 

 

 You can claim moving expenses – speak to your accountant 

 

Tax avoidance and evasion 

 Evasion of tax is breaking the law – falsifying accounting and other records, under 

declaring or not declaring income.  The penalties can be severe – triple taxes can be 

imposed together with a fine of up to two years imprisonment, or both. 
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 Avoidance is using legitimate ways in which to reduce tax payable. You would be well 

advised to seek the help of a competent tax advisor – often the tax savings that they 

make for their clients far exceed the fees that they charge. 

 

Recommended Reading 

Beat the Taxman – Stephen Thomson, CA, CFP
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Goods & Services Tax (GST) & Provincial Sales Tax (PST) 

 

GST Registration 

 You are required to register for GST when your sales reach $30,000 

 

 Most goods and services sold in Canada are subject to 7% GST  

 

Some goods are zero-rated:  

- Sales of basic groceries (e.g. milk, bread and vegetables) 

- Sale of agricultural products, farm livestock and most fish products 

- Prescription drugs 

- Medical devices 

- Exports 

 

Some goods are exempt: 

- Used residential dwellings 

- Residential rents and condo fees 

- Health, medical, and dental services performed by licensed practitioners. 

- Child care services for children under 14 

- Legal aid services 

- Music lessons 

- Arranging for and issuing insurance policies by insurance companies, agents, and 

brokers 

   

Source: CCRA 

 

 You can volunteer to register for GST even though your sales are less than $30,000.  

 

 If you are registered for GST and forget to claim input tax (tax paid), you have up to 4 

years to make this claim. 

 

Input Tax = GST paid when purchasing an item. 

 

For an invoice to be valid for GST purposes, it must include the following: 

Business trading name 

- Invoice date 

- Total amount payable 

- Total amount of GST 

- GST registration number 

- Purchaser’s name or trading name 

- Terms of payment 

- Description of product or service 

 

Capital items 

 If you are registered for GST, you may claim input tax on capital items purchased to 

operate your business. 

 

 If you sell this asset, you must charge GST. 
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Filing periods 

 If your taxable sales are less than $500,000 annually,  you can apply to change the 

period to monthly or quarterly. 

 

 If you sales are greater than $500,000, but less than $6,000,000, you are required to 

file a return quarterly.  You can apply to change the period to monthly. 

 

Returns due dates: 

 Annual filing – 3 months after business year-end. 

 Quarterly filing – a month after the end of the quarter. 

 

Late returns 

If you are late in remitting GST owed, you will be charged a penalty and interest. 

 

Ensure you develop an accurate bookkeeping system to record GST paid.  Use an 

accountant. 

 

GST Payable = Input Tax – Output Tax 
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For your Business Plan 

List your obligations as an employer under “Legal Requirements” in your business plan. 

 

 

Start-up Checklist 

 

 Tick if 

applicable 

Date 

completed 

Business registration   

Registered for GST & PST   

Registered for tax   

Registered as an Employer    

Applied for any special licenses   

Staff contract of employment   

Legal – lease, partnership agreements etc.   

Accountant – appointed   

Bank Account   

Credit card machine   

Insurance – premises and vehicle   

Business cards, letterheads, brochures, fax 

cover 

  

Premises    

Suppliers   

Telephone, fax line and internet line   

Electricity and water deposits and 

connections 

  

Calculated initial costs of starting up   

Completed budgets for year 1   

 

For your Business 

If you are starting a new business, complete a start-up checklist.  
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Market Research and Developing a 

Marketing Plan 

 

Module Learning Objectives 

After studying this module, you should be able to: 

 Understand how to do market research. 

 Understand how to determine your target market. 

 Understand the importance of marketing. 

 Develop a promotional plan. 

 Develop a marketing plan. 

Module 

6 
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What is market research? 

 

Market research is the process of collecting information from your current or potential 

customers. Market research is the foundation of your business plan. 

 

If you haven’t yet researched your market properly, now is a good time to start.  The 

objective of market research is to find out as much as possible about your market. 

 

Market research helps answer the following: 

 

1. Who is your customer? 

2. Is there a need for your product or service? 

3. Where do your potential customers currently get this product or service? 

4. How much are customers prepared to pay for your product or service? 

5. Who are your competitors 

6. Is there space in the market for you? 

 

What are your customers’ needs?  

 Ask them. 

 Hand out questionnaires. 

 Do telephone surveys. 

 Run consumer competitions that can be used as a means of obtaining the required 

information about your customers. 

 Have brainstorming sessions with potential customers to come up with ideas to 

improve your current products or services, or to develop new ones. 

 Speak to potential customers and get their opinions of the products and services 

they require. 

 Speak to suppliers to find out what products are selling and what trends are taking 

place in the market.  

 Look through your current customer purchases; can you see any trends? 

 Install a suggestion box on your premises so that customers can make comments 

and offer ideas. 

When developing a questionnaire, remember:  

 Firstly decide what information you require. 

 The questionnaire needs to be simple and visually attractive.  

 Don’t ask more than most people remember. 

 Be specific and unambiguous.  

 Include a self-addressed stamped envelope. 
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 Offer an incentive to complete the form. 

Example 

 

Lucy and Teresa have decided to start their own business.  They intend offering a typing and 

bookkeeping service from home as the area they live in has a large industrial and office 

complex nearby.  Teresa will do the typing and Lucy the bookkeeping.  Before they begin their 

new business, they have decided to do some market research to see if their idea is viable. 

To help us offer a new service in your area, could you please answer the following 

questionnaire? 

1. Would you be interested in outsourcing your typing and bookkeeping needs?  

2. Is your business a sole proprietor or corporation?  

3. Who usually does the bookkeeping for your business? 

4. Do you know exactly how much profit you have made by the 14
th

 of the following 

month? Yes/No 

5. What information would you require from a bookkeeping service? 

 Invoicing 

 Monthly statements 

 Annual financial statements 

 Accounts receivable analysis and listing 

 Accounts payable analysis and listing 

 Monthly GST & PST and payroll returns 

 Other 

6. Do you have much typing to do in your business? 

7. How often would you require typing? 

8. How much would you be prepared to pay for a monthly bookkeeping service? 

9. How much do you currently pay for your bookkeeping service? 

10. What other services would you be interested in outsourcing? 

You could employ students to do the research, or do it yourself. 
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Market research should answer the following questions: 

 

 Who are your customers and potential customers? 

 

 What kind of people are they? 

 Where do they live? 

 Can, and will they buy the product or service you are selling? 

 Are you selling the kinds of goods and services they want to buy? At the price they 

want to pay? In the quantities they want to buy? At the places they want to buy 

from? 

Once you are in business ask every customer: 

1. How did you find out about us? 

 

Determine the market potential in monetary terms 

 Who are your current or potential customers in general terms? 

 What is the total market spending power for your product or service? 

It is never easy to calculate the total market potential for your product or service; however,  if 

you have this information it will be of great benefit to you when developing your marketing 

plan.  Most small businesses can survive on a small share of the market, but you need to 

know the size of the market. 

Example 

Louise and Joe have decided to open a butchery in Lake City.  Louise visited her local town 

council and was informed that there were 1,000 homes in the residential suburb.  Joe and 

Louise know from experience that the average family (4 per household) in the area will spend 

about $150.00 per month on meat (they have been in the meat business for 10 years).  

Therefore, they have calculated that the total market potential in the area is $150,000.00 per 

month. 

Number of households X Sales per household = Total market spending power 

1,000 X $150.00 = $150,000.00 per month 

Where do you intend to operate your business? 

 In your city, province, all over Canada, or on the international market.  These 

decisions will influence the way you target your market and how you will conduct 

your research. 

 If you intend operating on the international market, the name of product needs to 

be sensitive to different cultures.  
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Business name  

 When you start out, it is advisable to include what you do in your business name; 

for example, Andrew’s Garden Services.  As your business grows and your brand 

becomes well known, you can then decide to use the brand name only - IBM 

started out as International Business Machines. 

 If you are going to operate on the international market, can your potential 

customers pronounce the name of your company? 

Sources of Information 

 Statistics Canada. To get population statistics, consumer spending and lots of 

other useful information 

www.statcan.ca  

 Business information by industry sector. 

 http://www.ic.gc.ca/eic/site/icgc.nsf/eng/h_07063.html 

 Industry sector market reports. 

http://tradecommissioner.gc.ca/market-reports-etudes-de-

marches/index.aspx?lang=eng  

 Your local town or city council.  They could give you population statistics and 

information on future developments in your area that could affect your business.  

 Ask your suppliers for available data and statistics on your specific market. 

 Chambers of Commerce and Boards of Trade; you need to be a member to obtain 

information from them.  

 Industry-specific trade journals usually publish some interesting statistics. 

 Market research companies.  You can obtain a list of these from the Chamber of 

Commerce or Boards of Trade. 

 You can also obtain useful information about potential customers on the Internet 

and telephone directories such as The Yellow Pages.  

 Business associations and Small Business Centres 

 Your local library or university, college libraries and research departments could 

be a good source of information.  Print directories include: 

o Canadian Trade Index – www.ctidirectory.com 

o Fraser’s Canadian Trade Directory – www.frasers.com 

o Scott’s Directories www.scottsinfo.com 

http://www.statcan.ca/
http://www.ic.gc.ca/eic/site/icgc.nsf/eng/h_07063.html
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 The more information you have, the better you will be able to make accurate 

decisions. 

About your competitors 

 Who are they and where are they based? 

 What are their strengths and weaknesses? 

 What marketing tools are they using? 

 What customers are they targeting? 

 How much are they charging? 

 What share of the market does each of your competitors have? If you cannot find 

out their market share at least identify your biggest competitors 

Target, target, target ……………. 

As a small business owner, you cannot be everything to everybody;  you will spread yourself 

too thin.  Rather target a specific group of customers that you can satisfy.  However, in order 

to reach a specific target market, you need to now who they are. 

 

 Who are your potential clients? 

 Where will they come from? 

 What industry are they in? 

 Are they large or small businesses? 

 What do you plan to sell to whom? 

 Which will be your most profitable clients? 

 Find a niche for your business 

 You need to find a sector in the market that is not being catered for properly. 

 Do you have a special skill that the market needs? 

 Do you have products or services that makes you unique in the market? 

 Have you identified opportunities in your local area that are not being catered for? 

 Have you identified a small niche in the market that nobody else is supplying? 

 Are there ethnic groups in your area of business that you can offer special services to? 

 If you are selling to consumers, you will need to have some information about them; 

for example: 
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Age range 

e.g. 16 – 24 

Earnings  Male or 

female 

Where they 

live 

Family 

size 

Occupation 

Average 

purchase 

When they 

buy 

How much 

they buy 

Ethnic 

group 

How often 

they buy 

 

 

Identify Your Target Market 

 

You should segment your market into: 

 Primary 

 Secondary  

 Tertiary market 

As these markets could have different needs, your ideal as a small business owner is to be 

known as the expert in a specific field. 

 

If you are in business already, look at your customer database and identify characteristics: 

 Do they come from a certain industry? 

 Do they fall into a certain age group? 

 According to Pareto’s law, 80% of your business comes from 20% of your customers.  

Who are your 20%?  Once you know this, try and find more customers like these. 

 

Calculate your expected annual turnover or sales 

 Remember, it takes time to establish a market for your product. 

 Take into account seasonal fluctuations. 

 Consider all possible scenarios. 

 Relate this to your capacity.  Reflect a conservative and realistic expected share that 

you are capable of handling (poor, average and best case scenario). 

Once you know what sales you expect to make, you can calculate: 

 How much you can spend on marketing. 

 The size of the premises you require. 
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 What stock you will require. 

 What equipment you will require. 

 How many staff you will need to employ. 

Some Marketing Rules 

 You must develop a marketing plan 

 You must see marketing as an investment 

 Your marketing must be consistent 

 You must be patient 

 You must see marketing as everything you do in your business 

The Psychology of Colour in Marketing Materials 

 

Market researchers have had a field day identifying the colours and the likely effect they have 

upon us.  However, the effects of colour differ among different cultures, so the attitudes and 

preferences of your target audience should be a consideration when you plan and design any 

promotional materials. 

 

For example, white is the colour of death in Chinese culture; but purple represents death in 

Brazil.  Yellow is sacred to the Chinese; but signifies sadness in Greece and jealousy in 

France.  In North America, green is typically associated with jealousy.  People from tropical 

countries respond most favourably to warm colours; people from Northern climates prefer 

cooler colours. 

 

Basically, in North American mainstream culture, the following qualities are associated with 

colour: 

 

Red Excitement, strength, sex, passion, speed, danger 

Blue Most popular colour - trust, reliability, belonging, coolness 

Yellow Warmth, sunshine, cheer, happiness 

Orange Playfulness, warmth, vibrant 

Green Nature, fresh, cool, growth, abundance 

Purple Royal, spirituality, dignity 

White Pure, virginal, clean, youthful, mild 

Black Sophistication, elegant, seductive, mystery 

Gold Prestige, expensive 

Silver Prestige, cold, scientific 

Pink Soft, sweet, nurture, security 

 

Market researchers have also determined that colour affects shopping habits.  Impulse 

shoppers respond best to red-orange, black and royal blue.  Shoppers who plan and stick to 

budgets respond best to pink, teal, light blue and navy.  Traditionalists respond to pastels - 

pink, rose, sky blue. Article by: June Campbell of www.nightcats.com 

 

http://www.nightcats.com/
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Developing a Marketing Plan 

In order to grow your business, it is important that you start off with an excellent marketing 

plan.  It should include: 

1. Your marketing objectives. 

2. What marketing tools you are going to use to achieve those objectives. 

3. How much money, or time, you are going to allocate to each marketing tool. 

Your marketing objectives 

 Increase sales by 10% over last year. 

 Increase customer database. 

 Improve service levels. 

 Improve market perceptions of your business. 

Marketing involves everything you do in your business - the way you answer the phone, the 

name of your company, the way your staff dress etc. To make your small business a success, 

you need to use a combination of marketing tools to grow your business. 

Your promotional plan 

Small businesses don’t have large budgets to spend on marketing so they have to be 

innovative and make sure that they get the basics right.  Develop a good foundation and build 

from there.   

 Remember that marketing is an on-going process. 

 Repetition is important in marketing your business.  

 Marketing assists in developing a brand for your business’ products or services. 

 Your competitors are continually marketing, so check them out. 

Image 

You need to project the right image in your business from the outset.  Develop professional 

looking: 

 Advertising  

 Logos 

 Signage 

 Fax cover sheets – use this as a marketing tool.  List your weekly promotions on 

the bottom or top part of your fax sheet. 

 Letterheads – use quality paper. 
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 Business cards – ensure that is explains what products or services you sell.  

 Staff uniforms and badges – develop a uniform that fits your corporate image. 

I would advise you to pay a graphic designer to develop all of the above material so that you 

can project a professional image.  Marketing is all about perceptions - if you look like a 

professional company in the eyes of the customer, they will feel comfortable buying your 

product or service.  Remember, even though you are a small business, you don’t have to look 

small. 

 

Staff attitude has a direct impact on the image of your business.  You can have the best 

marketing or advertising, but if your staff doesn’t follow up with good service, you 

have wasted money.  So, ensure that you teach your staff about customer service, and 

don’t forget to teach them how to handle in-coming calls. 

What makes you different?  

You need to look at your business and find something you will do: 

 Faster 

 Friendlier 

 More efficiently etc. 

If you cannot find something unique, ask your customers why they buy from you.  Once you 

know what makes you different, use it in your marketing:   

 “We deliver on time, every time”. 

 “Same-day delivery, guaranteed.” 

 “Money-back guarantee” etc. 

Customers have many options as to where they can buy their products or services.  You need 

to make sure you give them a good reason to buy from you! 

 

100% Guarantee 

Offer a 100%, money-back, no-hassles guarantee. Remove the customer’s risk of buying 

Networking 

This is an on-going process.  Whenever you meet someone that you think you could do 

business with, either now or in the future, give them a business card (make sure that you 

always carry them with you.) 

  

 To increase your contacts, join:  your local Chamber of Commerce, Board of Trade, 

small business network groups, Toastmasters, Rotary etc. 

 Arrange to have networking meetings at your premises where you could get to 

meet you customers one-on-one. 
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 Make networking one of your main marketing tools. 

 Attend the right functions. 

 Always carry your 2-minute résumé with you, telling the listener exactly what 

business you are in and how you can be of service to them. 

 If there are no suitable associations to join, start your own. 

 Collect business cards at the functions you attend; follow-up and keep in touch.  

 Networking is listening. 

According to Ivan Misner & Don Morgan in their book, Masters of Networking – a good 

networker: 

 Follows up on referrals 

 Has a positive attitude 

 Is enthusiastic 

 Is trustworthy 

 Is a good listener 

 Networks always 

 Thanks people 

 Enjoys helping 

 Is sincere 

 Uses his/her network effectively 

 

Database Marketing – Gold in Your Hands 

 Develop a strategy to grow a database 

 The more you know about customers the better 

 Collect business cards 

 Remember every person in the world is separated by 6 handshakes(the 6 degrees of 

separation: https://en.wikipedia.org/wiki/Six_degrees_of_separation) 
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Use the information you have available to market to your customers.  It is cheaper to market to 

customers you already have, than to try and get new customers.  Make sure that you keep in 

contact with your customers on an on-going basis.   

 

You can use the following: 

 Post promotions with your monthly account statements. 

 Employ a telemarketing person to keep in touch with customers and inform them of new 

products, services or promotions. 

 Keep a database of customers’ e-mail addresses. 

 Develop a newsletter that you can send to your customers a few times a year with 

useful information. 

 If possible, use senior staff to keep in contact with important clients.  

 If you have just started out, or if you want to grow your database of customers, 

you can purchase databases from your local Chamber of Commerce, Board of 

Trade, Business Association or companies that specialize in selling lists of names, 

addresses, phone, fax and e-mail addresses.  

 You can also use directories like The Yellow Pages to get customers’ contact 

numbers; then have one of your staff or part-time telemarketing person source 

names of the people you will be selling to.  Always try to address a letter to a 

person, not just a company name.  

Make sure that you keep as much information as possible on every customer.  There are some 

excellent database programs available to do this.  The more information you have about your 

customers, the more efficiently you can market to them.  Database marketing is one of the 

cheapest and most powerful marketing tools available to small business.  

Example 

Gabriella opened a new designer clothes shop at her local mall.  To keep ahead of her 

competitors, she kept a database of all her clients: 

 Home address, phone number, postal code, vital statistics, favourite colours and 

the last time they purchased etc. 

When she started her business, she kept this information in her black book.  Eventually, she 

saved enough money to purchase a computer with database management software.  The 

program started working well for her as Gabriella used the program to store details about her 

customers.  Each customer had a code. 

Gabriella used the program to do the following: 

 Send each customer a birthday card. 
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 Contact them when new fabric arrived in their favourite colour. 

 Contact customers that had not purchased a dress in the last 60 days.  

Eventually Gabriella started asking customers for friends’ names and used these to send out 

monthly promotions.   

Every customer is worth a million dollars  

We need to make sure that our staff understand this and treat all customers and potential 

customers as such. This is best explained by using an example. 

Example 

Daniel and his family have just relocated from London to Mississauga.  They have moved to 

an area called Ballito where there are 3 grocery stores called  ‘No Frills Low Price Store’, ‘Good 

Service and Prices’ and ‘Save a Lot’.  Daniel’s family were hungry, so he decided to go to the 

‘Save a Lot’ store and buy three donuts.  Daniel’s son took a bite and found a staple in the 

donut.  Daniel returned the donut to the store and they asked him a hundred questions, 

making Daniel very angry.  He eventually walked out of the store and vowed never to return 

to the ‘Save a Lot’ store.  

How much did the store lose? 

Daniel is 28 and spends $800.00 per month on groceries.  If he lives to the age of 78 he will 

have another 600 month-end shops, giving a total of $480 000.00 (excluding inflation).  The 

‘Save a Lot’ store lost out.  Daniel is well known in Ballito, so he often tells his story at 

barbeques and social gatherings. If ‘Save a Lot’ had replaced the donut and satisfied Daniel, 

he would probably have become a loyal customer.  The cost to ‘Save a Lot’ probably far 

exceeded a million dollars. 

Ensure that your staff treats every customer that walks into your business,  or speaks to over 

the phone, as though they were a ‘Million Dollar” customer’!  

Personal sales 

 The best sales person is the owner of the business.  If you have sales people 

working for you, ensure that they are well-trained by yourself. 

  You can use this as a method to increase your sales. 

 Cold calling can also work if your product or service is appropriate for this type of 

marketing. 

 Make sure that you plan each personal sales call - make an appointment in 

advance. 

 Set yourself a certain amount of time and targets for the number of customers that 

you would like to gain on a weekly basis.  Don’t say you don’t have time. 

Word-of-mouth advertising 

 This is still the best and cheapest way to improve your sales and profits. 
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 Improve word-of-mouth advertising by asking your customers to recommend 

other potential customers.  

 If they compliment you on your service, ask them to put it down in writing on 

their letterhead.  You can use this to develop a ‘Brag Book’. 

 If you want your customers to referrals: 

 Deliver a quality product or service 

 Charge reasonable prices 

 Show up on time 

 Do what you say 

 Treat clients with respect 

 Encourage people to refer 

 Ask your customers for testimonials 

Your past customers can be used as referrals.  If someone phones and asks for a 

referral, encourage them to phone any one of your customers.  You need to have 

confidence in your product or service to do this. 

Flyers 

 This method of marketing your business can be very effective if monitored and 

used properly.  Make sure that you target your market; none of us can afford to 

waste good advertising money. 

 Flyers work well if used regularly, so ensure that you make flyer distribution one 

of your on-going marketing tools. 

 You can distribute flyers at trade shows, through your local post office or in your 

community newspaper. 

Brochures 

 Brochures can work well to project the right image. 

 Get a professional to assist you in developing a positive image. 

 Include information about your business, products, services, and use pictures if 

possible. 

Newspapers  

 Newspapers are expensive but effective if a good campaign is designed to get your 

message across to your target market.  
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 If you are going to advertise in newspapers, rather have a small advert more often 

than a large advert every now and then.  

 Ensure that you have your advert professionally designed and that you have an 

appealing heading. 

 Ask newspapers to give you a profile of their readers to see if it matches your 

target market. 

 Use community newspapers to target your market. 

 The disadvantage of using the newspaper is that often they are so cluttered, your 

advert gets lost.  Choose your position carefully. 

 If you cannot afford regular adverts, try classified adverts; they’re cheaper and 

can be used to target your market. 

A few rules when using flyers, brochures and newspapers  

 Target your market 

 Use an attractive heading 

 Use informal language 

 Open with a question 

 Focus on words that attract attention 

 Focus on benefits 

 Use a picture if possible 

 Use testimonials 

 Say something to add urgency to the offer 

 Measure the response rates 

Words that work 

You Money Proven 

Guarantee Free Fun 

Yes Easy New 

Fast Results Save 

Proven How to Solution 
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Newsletters 

 This is a great method to keep your customers informed of new products or 

developments in your business. 

 Ensure that the information in your newsletter is useful. 

 Distribute newsletters regularly - 2,3 or 4 times per year, or more. 

 You can send newsletters via e-mail, which is less costly and can be sent more 

regularly. 

 Use an agency, part-timer or a student to help you develop the newsletter. 

 Ensure you have the right database to deliver to. 

Public Relations (PR) 

 Use every opportunity possible to get free publicity in regional and local 

newspapers.  

 Employ a PR professional to do this for you,  if you can afford it.  If not, learn to 

write your own articles. 

 Arrange functions to invite potential clients and the media.   

 Sponsor your local baseball or hockey  team’s kits and get media coverage for it. 

 Support a local charity. 

 Do good in your community. 

Direct Mail 

 This is a great way of marketing if well planned 

 You can measure response rates 

 You can fill envelopes at no extra cost 

 You can target specific markets 

 You can personalize your marketing 

 You can test different layouts 

E-mail and the Internet 

 The advantage of using e-mail is that you can send high quality information to 

your customers. 

 Ensure that you have a signature file attached to every e-mail you send out with 

information about your company - name, phone, fax and web page address. 
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  If you have a good database, you can maintain contact with your customers on a 

regular basis, at very little cost. 

 If you have a web page, make sure that you have valuable information on it and 

advertise it to increase traffic to your site.   

 Develop a marketing plan specifically for your website. 

Radio 

 This is expensive but can be very effective. 

  Radio stations often have special rates for small businesses.  

 Contact your local radio stations to find out what deals they offer.  

 Ensure that the radio station’s customer profile matches yours. 

  If you are going to market via radio, you need to run regular adverts to be 

effective.  

Telemarketing 

 This is an affordable way to market if you plan your calls properly and have the 

right database.   

 Hire a professional telemarketing person that knows his/her job.  

 Contact your local temporary employment agency and ask them to send you the 

best person they have.  

 Ensure that you have a quality database that matches your target market.   

 Telemarketing works well in business-to-business marketing. 

 Plan calls before you make them.  Develop a script that you can use. 

Merchandising  

 In a retail business this plays and important role as it can influence customers’ 

decisions and increase your sales.  

 Make sure you have a good merchandising plan.  

 Train your staff to merchandise.  It often pays to employ part-time window 

dressers in the fashion industry.  

 If you are in the retail industry, ensure that your merchandisers develop as many 

‘hotspots’ in the store as possible.   

 Customers are drawn to promotions.  Remember, you don’t always have to give 

away profit when promoting.   

Ensure that your merchandisers: 
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 Use large stack-cards with prices clearly marked on them. 

 Use point-of-purchase material to make the product more attractive. 

 Put up as many shelf-talkers (small promotional prices and signs) as possible. 

 Mark all products with a clear price and remove dust from all shelves before 

packing merchandise.  

Special promotions  

 Create as many special promotions as possible - your annual birthday sale, 

Mothers’ Day, Easter, Spring etc. 

 Promotions create excitement and improve sales.   

 Children can play an important role in your business (they encourage parents to 

buy, so cater for them by making it worth their while to visit you.) 

 Speak to your suppliers about assisting you with this.  They can supply you with 

give-aways and advertising material for free.  

Trade shows  

 If planned for properly, they can be a useful tool for marketing your business.   

 Ensure that you attend the right shows. 

 Maintain your company image and staff your stand with the right people. 

 Before attending a show, ensure that you develop a plan of how you are going to 

make the trade show worthwhile. 

 Tell your customers you will be at the show and encourage them to attend by 

offering a prize in a competition. 

Outdoor advertising 

 If you are working on a customer’s site, erect a sign with your company details so 

that potential customers can contact you.  

 If you are in the retail business, ensure that you have good signage up in 

prominent positions that will attract customers to your business. 

Seminars 

 Hire a speaker or speak yourself 

 Advertise your seminar 

 Share useful information 

 Show your expertise and gain credibility 
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Other marketing tools you can use 

 Samples and give-aways.  Everybody loves something for nothing so use this to 

grow your sales, but make sure it is cost effective. If you sell a food product, wet 

demos work well to market your product in supermarkets or at trade shows. 

 Specialist or trade magazines can work well when targeting a specific niche 

market, but they can be expensive. 

 Neon signs can be effective if you have a lot of passing trade. 

Remember to always ask your customer: “Where did you hear about us?” 

 

Always under-promise and over-deliver 

Marketing budget 

 Ensure that you set aside an amount of money every single month to market and 

improve your business and your brand. 

 Investing money in building up your brand is worthwhile. 

For your Business Plan - develop a full Marketing Plan 

Include:   

 A professional-looking front page with your company name, address and logo. 

 Contents page. 

Include an interesting introduction explaining: 

 What product or service you have chosen, and why. 

 What price you are going to charge – high, medium or low, and why. 

 Where you are going to operate from – the area and why. 

 How you are going to promote your business. 

This must be a summary of your whole marketing plan - include important highlights.  

Market Research 

 Give a brief background of the market you have decided to operate in.  You can 

discuss the economy in brief relating to your business. 

 Determine the total market potential: 
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 Define exactly who your potential customers will be in general terms;  for 

example, for a beer store, it will be people that drink alcohol. 

 Determine the total market spending power or the potential for your product in 

dollars;  for example, each customer spends approximately $100.00 per month on 

liquor. 

 Define the area you are going to market in; for example, Ontario, GTA or 

Mississauga. 

Include: 

 Surveys – in this section include the results of any market research surveys that 

you have done. 

 General research – how many homes in the area, population count etc. 

 Maps of the area you are going to operate in. 

Swot 

 Do a Strengths, Weaknesses, Opportunities, Threats analysis of your business and 

yourself – what is going to make your business different and better. 

 Do a “Strengths and Weaknesses” analysis of all your main competitors, including 

an estimation of their market share.    

Define your specific target market/niche.  

 Who are your customers? 

 Geographical parameters. 

 Discuss all factors that could exert an influence on your market – race, ages, 

income patterns etc. 

Calculate your expected market share 

Do a forecast of: 

 Poor, average and best-case scenario 

  What is your expected monthly and annual turnover? 

List your business goals or objectives going into: 

 Short-term, medium-term and long-term goals. 

 You can include your personal goals here. 

 



 

67   

 

Develop a promotional plan so that you can achieve your marketing goals 

How are you going to promote your business? 

 Newspapers 

 Internet 

 Pamphlets 

 Public Relations 

 Customer Service 

 Free samples 

 Competitions, radio advertising, word-of-mouth, door-to-door etc. 

 Make sure you include the cost price of each method of promoting your business. 

 Include pictures, maps and photographs. 

The marketing plan should be at least 10 pages. Ensure that you use 1.5 spacing and a size 11 

or 12 font. 

 

This assignment will be the major part of your Business Plan; put a lot of effort into it. 

 

Marketing Questions 

 Why should you develop a marketing plan? 

 Do you have to spend a lot of money on marketing research for it to be effective? 

 Why should small business owners target their market? 

 List 5 effective marketing tools that small businesses can use to grow their business. 

 If you are marketing to different age groups, should you tailor your advertising to 

their needs? 
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How to Market Your Website 

As a small business owner you should be asking yourself, “How can I make the Internet work 

for my business?” 

 

 The Internet is a place where you can start with a small investment. 

 The Internet can be a profitable place for small businesses. 

 The Internet can create international opportunities for your small business . 

Start-up website 

 You will need an ISP (internet service provider) to host your site.  Ensure that your 

ISP is reliable and that your customers will not have problems getting onto your 

site 24 hours per day. Hosting a website can cost as little as $10.00 per month. 

 You will need to register a domain name with an ISP. This can cost about $30.00 

depending on who you deal with and whether you want a “dot com” or “dot ca”.  

Your domain name is your address, so try and be innovative with a name that is 

easy to remember.   

 You need to have your website designed. There are quite a few packages out there 

that allow you to design your own website but it is advisable to pay the experts. 

Ask friends for referrals. Remember, you want to project the right image on the 

worldwide web. 

 If you’re looking for a web designer use a site like: www.upwork.com or get a 

referral from somebody in your community. 

 

Website contents 

 People will only visit an interesting website.  Ensure that the content is good 

enough to bring visitors back to your site and shows that you are an expert in your 

field. 

 Ensure that your site has interesting information to keep the visitor there for a 

while, especially if you would like your customers to make purchases on your site. 

 Update your site as often as possible. 

 Ensure that you include your telephone and e-mail address so that the customer 

can easily contact you. 

 Ensure that the site is easy to click through. 

 Don’t overfill your web pages. 

 If you are going to use graphics on your website, ensure that they are simple and 

that they download fast.  

http://www.upwork.com/
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 Ask customers for advice on how to improve your website. 

Want to sell online? Use a service like www.shopify.com 

Marketing your website 

If want people to visit your website, like any business, you need to market it.  Develop a 

marketing plan specifically for your website. 

 Always put your website address on letterheads, business cards, and in your e-

mail signatures. 

 Promote your website on your vehicles, in adverts and whatever media you use. 

 Get involved in online discussion groups.  There are many of these groups that 

focus on specific industries. 

Search Engines 

 Get listed on as many search engines as possible, especially the Canadian ones.   

 Submit your website to search engines if you are targeting those markets.  

http://www.entireweb.com/free_submission/ 

Add Meta tags to your website to help you move up search engines. These are words that 

are hidden in your site that you don’t see while surfing.  Speak to your website designer 

about this. 

Swapping links 

 Ask the owners of sites which are complementary to yours, to put links on their 

pages, and you’ll do likewise.  You can also do this with your customers.  

For Your Business Plan 

Discuss your plan for marketing and growing your business using the worldwide web. 

 

http://www.shopify.com/
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Exporting Your Products 

Exporting is another avenue to grow a business.  If you have a quality product that you 

believe can be marketed internationally, go ahead and research the opportunities open to 

you.  The government offers support to small businesses that are interested in exporting.  

Are you ready to export?  

Visit www.exportsource.ca to: 

 Find out if you are ready. 

 Find sources of assistance. 

 Find sources of finance . 

Other websites worth a visit:  

www.fitt.ca 

www.canadexport.gc.ca 

www.edc.ca 

Identify your Target Market – do your research 

 Participate in trade missions 

 For more information visit: 

Market Research 

 Before exporting, ensure that you do sufficient research. Canada Trade Commissioner 

Service (TCS) has a network of more than 500 officers in 140 Canadian embassies and 

consulates abroad. Their main objectives are to: 

 Supply exporters with market information and research. 

 Gather information on export opportunities. 

 Promote Canadian products to potential buyers. 

 Contact the embassy in the country you intend to export to for assistance in your 

research.  It is a free service to exporters. 

http://tradecommissioner.gc.ca/market-reports-etudes-de-

marches/education.aspx?lang=eng 

 To find information about customs, visit:  http://www.cbsa-

asfc.gc.ca/publications/cn-ad/menu-eng.html  

http://www.exportsource.ca/
http://www.fitt.ca/
http://www.canadexport.gc.ca/
http://www.edc.ca/
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 To find information about transport logistics, visit:  

http://www.edc.ca/EN/About-Exporting/Trade-Links/Pages/distribution.aspx 

 To find information about technical terms used in export, visit:  

http://www.cbsa-asfc.gc.ca/export/guide-eng.html 

 To find sources of finance to export, visit:  http://www.edc.ca/EN/About-

Exporting/Trade-Links/Pages/financing.aspx  

Assistance to companies 

The goal is to increase the success and competitiveness of Canadian businesses in the 

international market.  Canadian companies with annual sales between $250,000 and $10 

million are eligible.  Eligible costs are shared on a fifty-fifty basis. The repayable contribution 

is based on the company's exporting success.  

 Market development strategies  - are for companies who develop a one-year 

international marketing plan.  Eligible costs include: international visits, bringing in 

international buyers, participation in international trade fairs, product testing and 

certification for international markets, legal fees for marketing agreements incurred 

abroad, air transport costs for international company trainees, product demonstration 

costs and other costs necessary to execute the marketing plan.  Annual contributions 

per application are a minimum of $5,000 and a maximum of $50,000.  The 

contribution is repayable based on 4% of incremental export sales in the target market 

over a four-year period. 

 

 New-to-Exporting Companies - Limited assistance for companies that have little or no 

export experience.  A maximum contribution of $7,500 is available to such companies 

to identify markets or participate at an international trade fair.  The contribution is 

repayable at 4% of any export sales in the target market over the next two years.  

 

 Capital projects bidding - Assists Canadian manufacturing, engineering, 

construction, architecture and management consulting firms in bidding or preparing 

proposals against international competition for major capital projects outside Canada.  

The bid value to the applicant must be greater than $1 million.  Annual contributions 

are a minimum of $5,000 and a maximum of $50,000.  The contribution is repayable 

in full if there is any contractual success in the target market, up to three years 

following the end of the activity period. 

 

Take the following into consideration 

 

 Economic and political stability of the country you intend exporting to. 

 Distance the product needs to travel and the cost of transport. 

 Affordability of your product in the export market. 

 Ethnic and cultural differences. 

 Permits, payment problems and legal issues. 

http://www.edc.ca/EN/About-Exporting/Trade-Links/Pages/distribution.aspx
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 Technical, health and environmental regulations. 

 Product liability, should someone get injured using your product. 

 Quality control. 
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Sales 

 

Module Learning Objectives 

After studying this module, you should be able to: 

 Understand how to prepare before you 

visit clients. 

 How to develop a sales plan. 

 How to close a sale. 

 Personality traits required for success. 

 

 

 

 

 

 

 

 

Module 

7 
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The lifeblood of any small business is sales. You might have the best product or service in the 

world, but if you don’t sell enough, you will never realise your full potential. Marketing draws 

the customer to your business and sales takes over from there.  As the owner of  a business, 

you have no option but to become a good sales person, especially when you start out. 

Face-to-face selling requires a lot of time and preparation but it still beats any other method 

of selling.  Always try to see the customer personally so that you can make a presentation. 

Becoming a successful sales person is all about: 

 Having excellent product knowledge. 

 Recruiting the right prospects. 

 Preparing for your presentation. 

 Learning how to close the sale. 

 Developing the personality traits required for success in sales. 

 Gaining experience. 

 Developing the right attitude. 

 A combination of the above can make you a successful salesperson, as well as 

make your business the success you want it to be. 

Acquire the knowledge and skills 

 You must know the features and benefits of all your products or services. 

 You must know all your competitors’ products and their prices. 

 You must know what’s happening in your market. 

 You must learn all the selling techniques - read as many books, magazines and 

articles on selling skills as possible. 

 You must practice your techniques. 

 You must develop a sales plan that works for you. 

Before you begin, you need to get the basics right 

You must: 

 Be committed to excellence. If you want to be a success in sales, you need to aim 

to be the best at what you do.  

 Love customers.  They are the most important people in your business - never, 

ever, forget that. The more you love your customers, the more you will do for 

them. 
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 Be fanatical about service and quality.  The most successful businesses and 

salespeople in the world always offer consistently good service.  Never, ever, 

compromise on service levels – they have to be good all the time. 

 Develop relationships. People like to buy from someone that they know, so 

develop relationships with your customers.  Always think long-term when dealing 

with a customer. 

 Think of a few good reasons why people should buy from you that will set you 

apart from the rest.  If you are selling exactly what your competitors are offering, 

why should they buy from you? 

 Find a market niche.  Find a market that you can specialize in; for example, small 

businesses or engineering firms  - understand their needs properly and then 

market yourself as a specialist in the small business or engineering field. 

 You need mega credibility. Make sure that you maintain your credibility in the 

market.  Don’t short-change your customers now - it will affect you in the long 

run. 

Find Prospects 

 Before you go out and get new customers, remember that your best customers are 

those you already have.  They know all about you, so don’t neglect them. 

 Pareto’s law - 80% of your sales usually comes from 20% of your customers, so 

ensure that you know who the 20% are in your business. Analyze your customers’ 

purchases and once you know who your stars are, spend as much time as possible 

selling to them. 

 Ask for referrals - A happy customer will always make a recommendation  to 

friends or business colleagues.  Many small businesses survive on referrals alone. 

 Re-activate old customers. Check your database and contact customers who 

haven’t purchased from you in a while.  They have probably forgotten you exist - 

give them a call.  Every customer on your database should be contacted at least 

every 90 days. 

 Develop a network of businesses. Associate with people that are potential 

customers.  Customers like buying from people they know and like. 

  Use a database. Databases can be purchased from organizations such as your 

local Chamber of Commerce or Enterprise Centre.  This will assist you in targeting 

your market more directly, therefore saving you time in prospecting new 

customers. 

 Telemarketing and mail-shots. Use telemarketing and mail-shots to open the door 

to an appointment with your potential client.  It also gives you the opportunity to 

inform your potential customer about your product or service before you visit 

them.  You don’t waste your time or theirs.  It makes cold calls warmer.  
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 Use the Internet. The Internet can be used as a means of sending valuable 

information or newsletters to your customers via e-mail, or for developing a 

website where customers can view your products or place orders. 

What are your customers’ basic needs? 

 They want you to be there when they need you. 

 They want a quick response to their request. 

 They want you to be honest. 

 They want consistence performance from your business and employees. 

 They want quality products and services at a fair price. 

Introductory Calls (don’t use the term ‘cold calls’) 

 There is no such thing as a cold call – they are introductory calls. You are 

introducing your company to the customer. 

 Use a telemarketing person to set-up appointments 

 Use a simple, clear script that asks the right questions.  If you ask the right 

questions, you will be able to clearly identify your customer’s needs. 

The Sales Plan 

 

Before you visit the client 

 

You need to be prepared.  Develop a “to-do” list that is used every time you visit a client so 

that you don’t forget anything back at the  office.  There is nothing worse than a disorganised 

salesperson. 

 Have information at hand about all the products and services that you offer, 

including their prices.  

 Know exactly what your competitors offer.  Keep your research up to date all the 

time. 

 Have a well-rehearsed basic sales pitch. Write it down and perfect it.  This will 

assist you when training new sales staff, as they can then learn it as well.  

 Ensure that you do as much research as possible about the customer’s business 

before you call on them. 

 Ensure that your products are neat and tidy and well presented. 
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 Ensure that you are appropriately dressed.  If you are dealing with farmers, don’t 

arrive in a suit and tie.  The general rule is:  dress as well as your client, or a little 

better. 

 Ensure that you are on time for appointments.  Arrive about 5 minutes before the 

appointed time. 

 Ensure that your written sales presentation, proposal or quotation looks 

professional. Use a computer if possible.  If not, ensure your writing is legible. 

 Set yourself specific targets that you would like to achieve and motivate yourself 

to achieve them. 

 Believe in your product.  The best salespeople have faith in their products and 

services.  If you don’t, perfect them until you do. 

The first contact 

 Remember that when you initially meet the customer, everything you do or say 

should be focused on creating a positive image in his/her eyes. 

 Greet the potential customer, thank them for their time and for agreeing to see you.  

Remember, selling is about developing relationships. 

 Smile and exude confidence.  The tone of your voice will be important here.   You 

need to be confident in yourself and in your product. 

 Show your enthusiasm.  People enjoy dealing with enthusiastic people, but don’t 

overdo it. 

 Show the potential customer that you are organized and know your subject well. 

 Be positive. 

Sell the customer solutions to their problems 

Determine:  What are the customer’s needs? 

 Ask questions in order to find out what the customer’s needs are.  What does the 

customer really want?  Often customers don’t really know what they want because 

they don’t know what is available.  

 Listen to the customer - follow the 70/30 rule:  listen 70% of the time and talk 30% 

of the time.  If you talk too much, you will not be able to satisfy your customer’s 

needs because you will not hear what they are. 

 Match up the customer’s needs with your products or services. 
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 Show empathy.   You need to place yourself in the customer’s shoes.  If you were 

the customer, would you buy the product or service?  Sell the customer the right 

product or service for her/his needs. 

 Customers don’t buy if they have no need, no money, no hurry, no desire or no 

trust.  So ensure that the customer has satisfied the above criteria. 

 Trustworthiness plays an important role in the development of a relationship.  

Don’t exaggerate the benefits or deceive any of your customers.   

The presentation 

 Ensure that you have a well-structured and well-rehearsed presentation. 

 When doing presentations be as visual as possible.  If you want to create a 

professional presentation for a group, use computer visuals or at least good 

overheads to get your point across. 

 Sell the benefits and features of your products or services. 

 Once you know what the customer wants and needs, identify a suitable product or 

service - not the other way around. 

 People buy a product because of the benefits it offers them. 

 A good salesperson knows the features and benefits of all their products or 

services. 

Feature – This is a trait, characteristic or technical component of a product or service (what 

makes it work). 

Benefit – This is an advantage or way of assisting the customer to satisfy their needs. 

Handling objections 

Handling customer objections and complaints requires a certain skill.  Learn how to handle 

difficult customers. 

When faced with an objection: 

 Listen to the customer’s opinion or problem and don’t get involved in an 

argument. 

 Show empathy. 

 Ask specific questions to clarify misunderstandings. 

 Provide a diplomatic, firm, convincing and irrefutable answer. 

 Find a solution. 
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Close the sale 

Closing the sale is an art that can be learnt; it all depends on timing and technique. With 

experience, you will develop a fine sense for closing the sale. 

There are many ways to close a sale and one usually has to use a combination of closes 

before finally making the sale. 

 The alternative close:  “So would you like the red or the blue Porsche?” 

 The delivery close:  “We usually deliver to your area on Monday; if you sign the 

deal now we could have it at your house on Monday.” 

 The important reference close:  “We also do business with Megabiz and they are 

happy with our service and quality.” 

 The “I also have one of these” close:  “ I use this machine at home and it’s 

excellent.  I’ve had it for 5 years now.” 

 The adorable kitten close:  “Why don’t I leave the machine with you; try it out and I 

will be back in 7 days to collect a cheque.” 

 The last chance, special offer close:  “ The promotion is only on until the end of 

the week; if you don’t buy it now, I can’t guarantee it will be available again.” 

The final greeting 

This is just as important as the first greeting because first impressions can change and final 

impressions are often lasting impressions.   

 Be sincere, warm and friendly.  

 Give the customer the impression that this is the beginning of a long and 

prosperous relationship. Remember, good salesmanship is about developing win-

win relationships. 

 Make sure that the customer understands that you really care about satisfying 

his/her needs and that you are prepared to bend over backwards to be of 

assistance. 

 Confirm that the customer has made a good buying decision and compliment 

him/her on the decision. 

 Include a follow-up suggestion:  “I will contact you in 30 days to see that 

everything is going well.” 

 

Follow-up 

This is often the glue that keeps the relationship going.  “I want to know that you care about 

me after you have made the sale.” 

 Diarise when you are going to make your follow-up call. 
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 Be prepared to go out of your way to assist the customer. 

 Try and get repeat orders and sell “add-ons.” 

Try and get referrals 

 Develop a “brag” file to keep complimentary letters from customers.  This will help in 

building credibility. 

 Gather as much info as possible about the referral. 

 Ask your customer’s permission to use their name. 

 Ask your customer to help you get an appointment with the referral. 

 Contact the referral as soon as possible. 

 Inform the customer about the outcome of the referral. 

 Keep in regular contact with your customers. 

People only refer business to you if: 

1. You arrive on time, every time.  

2. You do what you say you are going to do. 

3. You clean up once the job is done.  

4. You and your staff are polite, professional and friendly. 

 

The Champions Creed 

“I am not judged by the number of times I fail, but by the number of times I succeed and the 

number of times I succeed is in direct proportion to the number of times I can fail and keep 

trying!” 

 

By Tom Hopkins in “Sales Prospecting for Dummies”  

 

 

Measure your performance 

1. The number of leads. 

2. Your conversion rate of these leads. 

3. The number of times a customer purchases from you annually. 

4. The average sale per customer. 

5. Gross margin % 
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  10% increase 

The Number of Leads 12,000 13,200 

X X X 

Conversion Rate 50% 55% 

X X X 

Number of Transactions Annually 4 4.4 

X X X 

Average Sales per Customer $100.00 $110.00 

= Turnover $2,400,000 $3,513,840 

X X X 

Gross Margin % 20% 22% 

= Profit $480,000.00 $773,044.80 

Growth  61% 

  

 

You should 

1. Aim to be the best in your field. 

2. Associate only with positive people. 

3. Keep your promises. 

4. Never bad-mouth your competitors. 

 

Personality traits of successful people 

 They have a burning desire to make money. 

 They look and act professional. 

 They radiate confidence. 

 They have a genuine concern for customers. 

 They are enthusiastic. 

 They have charisma. 

 They believe in what they are doing. 

 They are excellent listeners. 

 They are good communicators. 

 They have excellent presentation skills. 

Join Toastmasters to learn how to become a better presenter.  Visit this website to find a 

club near you: www.toastmasters.org/find/canada.asp 

 They don’t take rejection personally. 
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 They search for sales opportunities everywhere. 

 They are eternal optimists. 

 They know how to interpret body language. 

 They network all the time. 

 They work on developing a positive self-image or attitude. 

 They have a sense of humour. 

 They persevere until they succeed. 

 

If you have the right attitude, selling is not that difficult.  People with the right attitude are 

the most successful small business owners. 

 

Attitude 

 Visualise yourself closing the sale before you get to the customer. 

 Believe in your ability to succeed. 

 Treat every day with a sense of urgency; your livelihood depends on it. 

 Treat every contact as a sales opportunity. 

 Treat rejection or failure to close a sale as a learning opportunity. 

 Approach every day with the same enthusiasm. 

 Set yourself specific, measurable and achievable goals and targets. 

 Think big and your attitude will change to suit your aspirations. 

 Ask for advice if things are not going according to plan. 

 Wake up each morning saying, “I will increase my sales by …% or dollars this 

month and nothing will stop me!” 

 Remember ……..You are what you believe you can be. 

 

 

Exercise 

1. If you are in business, look at your database of customers and determine your top 

20% in sales volume and profit. 
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2. If you are not in business yet, determine 20 potential customers that you will call 

on to grow your business. 

3. What preparation should you do before you visit a customer? 

 

For Your Business Plan 

Develop a sales plan for your business. 
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Customer Service 

 

Module Learning Objectives 

After studying this module, you should be able to: 

 Understand the importance of good customer service. 

 Understand how to improve your customer service. 

 Understand how to conduct a customer service survey. 

 

 

 

 

 

 

 

 

 

 

 

 

If you want to make your business a success, you need to offer your customers the best 

possible service.  Customers have many options, so make sure they choose you. 

Module 

8 
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Generally speaking, the service levels offered by small businesses is really bad.  Make sure 

that you offer excellent service.  If you want to survive and grow, this is still the best way to 

develop loyal customers. 

Some guidelines for you 

 Become fanatical about providing excellent service. 

 Spend as much time as possible with your customers.  Leave “book work” for after 

hours. 

 Provide a better, as well as a unique service. 

Costs of bad service 

 According to research done in the USA: 

 10% - 30% of your customers leave you because of bad service. 

 An upset customer tells 11 other people (on average) about an unhappy experience.  

These 11 may tell many more. 

 It costs 6 times as much to attract a new customer as it does to keep one you already 

have, so focus on keeping the customers you have. 

 

Lead by example 

 Your actions as an owner set the rules for your business. 

 Always treat customers as a top priority. 

 Develop a culture of caring. 

 At staff meetings, discuss customer service first. 

 Congratulate employees that exceed customer expectations. 

 Giving good customer service makes you feel good.   

What do your customers expect? 

 Reliability - they want you to deliver what you promise. 

 Fast response time - provide fast, efficient service. 

 That your employees are knowledgeable and confident. 

 Caring and individual attention. 

 To be proud of the company that they are buying from. 

To improve your service, give customers opportunities to measure your performance 

 Start a customer panel – get a group of customers together over tea and ask them 

how you can improve the service you offer. 
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 Use mystery shoppers to check your service levels. This involves employing a 

person or company to do surprise spot-checks on your business. 

 Do a telephone survey – contact a few customers a week and ask them some 

questions on the service levels they are experiencing. 

 A direct mail questionnaire can be sent out to customers asking some questions 

regarding service. 

 Have a simple complaints system.  Develop a system that allows as many staff 

members as possible the opportunity to solve the customer’s problem. 

 Have a suggestion box for customers to make suggestions on how to improve 

service levels. 

 Ask staff for feedback about customer complaints.  Encourage them to tell you 

about complaints that they have heard customers voicing. 

 Become a customer for a day.  Phone your business - are you happy with the way 

the phone was answered or your order was taken? 

Set service guidelines 

When you say to your staff, “We should offer excellent service,” what do you mean?  Set some 

service guidelines or benchmarks for your staff. 

Example: 

 Smile at our customers. 

 Greet customers like guests. 

 Say “please” and “thank you.” 

 Call people by their name. 

 Under-promise and over-deliver. 

 Respond to every telephone within 3 rings. 

 Escort customers to a department or product rather than pointing directions. 

 Uniforms are to be clean and neat at all times. 

 Name badges must be worn at all times. 

Train your staff 

 Customer loyalty is dependant on how well your employees serve the customer. 

 So, employ the right people. 

 Train your front-line staff.  They are the most important people in your business. 
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 Learning is a process, not an event.  Ensure that you train your staff every single 

day. They will eventually develop good habits. 

 Develop a formal training program so that new staff members can go through the 

program before they start working. 

When answering the telephone 

 Give the caller your name - just as you would in a face-to-face situation. 

 Smile into the phone - people can hear a smile. 

 Keep you caller informed - don’t leave them holding onto a dead phone. 

 Invite the caller to get to the point – “How can I help you today?” 

 Tell the customer clearly what you will do and when you will get back to them. 

 Thank the caller - this lets them know when the call is over. 

 Be friendly and tactful. 

If you have messed up, how do you recover? 

 Upset customers want: 

 You to listen to their problem. 

 You to understand their problem and the reason they are upset. 

 Some type of compensation or at least restitution for the inconvenience they 

incurred. 

 Their problem to be handled quickly. 

 Avoidance of further inconvenience. 

 To be treated with respect. 

 To have someone punished for the problem. 

 Assurance that the problem won’t happen again. 

Remember 

The good customer is the one who complains.  The customer that doesn’t complain when 

they do not get good service, doesn’t come back!  

Why don’t some customers complain? 

 Complaining isn’t easy to do. 

 Solution:  Make it easier for customers to complain. 

 Complaining isn’t always necessary - there are lots of competitors. 
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 Solution:  Always exceed your customers’ expectations. 

Rewarding service excellence 

 Encourage customers to mention excellent service. 

 Have an “Employee of the Month” award.  Always make a fuss when customers 

compliment a member of staff. 

If you receive bad service 

Occasionally you will receive bad service from a service provider or supplier.  If this happens, 

ensure: 

1. That you gather all the relevant details. 

2. That you have all your facts. 

3. That you speak to a senior representative. 

4. That you follow up. 

5. That you don’t give up until you get satisfactory service. 

Some of the major culprits are: 

1. Banks 

2. Telephone companies 

3. Internet service providers 
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Customer Service Survey 

We care about what you think of our service and we would appreciate your suggestions and 

comments.  Please take a few minutes to fill in this form.  It will help us to serve you better.  

Thank you.  

 

............................. (Owner’s name) 

 

Please tick the column that corresponds most closely to your opinion: 

 

How would you rate our: Excellent Good Needs 

Improvement 

Bad 

Responsiveness: 

Did the sales person show a willingness to assist you? 

    

Promptness: 

Did you receive prompt attention when you were 

ready to be assisted? 

    

Competence: 

Was your sales person knowledgeable? 

    

Courtesy: 

Was the sales person friendly and courteous? 

    

Store appearance: 

Was the store clean and a pleasure to shop in? 

    

Ability to Please: 

Were you completely satisfied with your latest 

shopping experience at our store? 

    

 

Would you recommend this store to a friend?           Yes           No 

What could we do, in your opinion, to improve the service in the store? 

………………………………………………………………………………………………………………………… 

………………………………………………………………………………………………………………………… 

Date:  

Name: (optional)  

Address:  

Phone number:  

 

Please place this form in the suggestion box. 

Exercise 

1. Develop a plan to improve the customer service in your business.  List 10 things you 

will do to improve the service you currently offer. 

2. If you are not yet in business, list 10 things you will do to offer a far better service 

than your competitors. 
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Time Management 

 

Module Learning Objectives 

After studying this module, you should be able to: 

 Understand the importance of time management. 

 Understand how to improve your time management. 

 Learn some time management techniques. 
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Time Management 

You know you have a time management problem when: 

 You are often late or forget meetings and appointments. 

 You are consistently behind in your responsibilities. 

 You don’t have enough time to eat, sleep and spend time with your family. 

 You are always working,  but still not meeting deadlines. 

 You are mentally and physically tired. 

 You are permanently stressed. 

 

Answer the following: 

 What are your greatest time wasters? 

 Some common time wasters include:  indecision, telephone calls, visitors, fire 

fighting, too much work, untidy desk, ineffective meetings and socialising. 

 How much time are you spending on needless interruptions? 

 What are you doing that is urgent but unimportant? 

 Whom do you need to spend more time with in your business? 

 What activities should you be devoting more or less time to? 

 Are you doing too much? 

 Are you procrastinating?  

 What bad habits have you developed that are causing you to waste time? 

Important 

Focus on the solution, not the problem. 

 

Start-off 

 Start off by developing a time-log. 

 Analyse what you are spending time on:  

 Identify things you have time for. 

 Things you don’t have time for. 

 Things you really want time for. 

 Are you doing too much? 
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 Are you procrastinating? 

 

What habits are causing you to waste time? 

 

Develop a weekly time-log listing how you spend your time currently in a normal week. 

 

Time Monday Tuesday Wednesday Thursday Friday 

8.00 am - 8.30 am      

8.30 am - 9.00 am      

9.00 am - 9.30 am      

9.30 am - 10.00 am      

10.00 am - 10.30 am      

10.30 am - 11.00 am      

11.00 am - 11.30 am      

11.30 am - 12.00 pm      

12.00 pm - 1.00 pm      

1.00 pm - 1.30 pm      

1.30 pm - 2.00 pm      

2.00 pm - 2.30 pm      

2.30 pm - 3.00 pm      

3.00 pm - 3.30 pm      

3.30 pm - 4.00 pm      

4.00 pm - 4.30 pm      

4.30 pm - 5.00 pm      
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Daily to do lists 

 Prioritise your daily tasks: 

1. Must be done today. 

2. Should be done today. 

3. Would be nice to do today. 

 Allocate time to each of the tasks. 

To Do List 

 

Date: _____________       

Must be done today  

1  

2  

3  

4  

5  

Should be done today  

1  

2  

3  

4  

5  

Would be nice to do today  

1  

2  

3  

4  

5  
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Plan your week 

 Develop a weekly planner. 

 Plan your week in advance. 

 Prioritise each task. 

 Allocate time for each task. 

Weekly To Do List 

Time Monday Tuesday Wednesday Thursday Friday 

8.00 am - 8.30 am      

8.30 am - 9.00 am      

9.00 am - 9.30 am      

9.30 am - 10.00 am      

10.00 am - 10.30 am      

10.30 am - 11.00 am      

11.00 am - 11.30 am      

11.30 am - 12.00 pm      

12.00 pm - 1.00 pm      

1.00 pm - 1.30 pm      

1.30 pm - 2.00 pm      

2.00 pm - 2.30 pm      

2.30 pm - 3.00 pm      

3.00 pm - 3.30 pm      

3.30 pm - 4.00 pm      

4.00 pm - 4.30 pm      

4.30 pm - 5.00 pm      

 

Annual planner 

 

 Develop an annual planner. 

 Include some of your annual goals. 

 List things you would like to achieve, and by when. 
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Learn to think on paper 

 

On-going 

 Regularly review your ‘to do’ lists. 

 Don’t let your lists become another piece of paper that is simply shuffled from 

pile to pile. 

 When planning your work schedule, attempt to balance routine tasks with the 

more enjoyable jobs. 

Do 

 Learn to say no. 

 Establish and stick to deadlines. 

 Delegate non-strategic tasks. 

 Avoid over-commitment. 

 Make a habit of biting the bullet instead of procrastinating - just do it. 

 Avoid flitting from one job to the next. 

 Train staff to understand a closed door means you’re busy. 

 Find a quiet area where you work on your own and not be disturbed. 

 

Time planners 

 Choose a time planner that works for you.  

 What do you prefer - a notebook, a desktop calendar, yearly planner or all three?     

 

Save Time – by Delegating 

 Determine what needs to be delegated. 

 Delegate tasks to staff that can handle the task. 

 Give clear instructions and your expected outcome.  

 Encourage staff to ask questions if required. 

 Set deadlines for tasks to be accomplished. 

 Give staff feedback once the job is complete. 
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Save Time - by organising your workspace 

 Clear your desk every day. 

 Organize your workspace. 

 Organize your desk draws. 

 Do regular clean-ups to get rid of just-in-case items. 

 Label everything. 

Save Time – on the telephone 

 Plan your phone calls. 

 Bunch calls together. 

 Prioritise calls. 

 Leave short, concise messages on answering machines. 

 Check how long you are on the phone. 

Save time – when reading and writing 

 Be selective about what you read. 

 Learn to skim read. 

 Read with a highlighter. 

 When writing, prepare an outline on paper. 

 Use simple language. 

 Use e-mail. 

Save time – with your paperwork 

 Develop a simple system: 

  A “needs to be read” pile. 

 A “needs urgent action” pile. 

 A “needs to be filed” pile. 

 A “throwaway” pile. 

 Allocate a set time to do paperwork daily or weekly. 

Conclusion 

 Never use time as an excuse and keep working on improving your management of 

time. 
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Systems 

 

Module Learning Objectives 

After studying this module, you should be able to: 

 Understand the importance of developing systems in your 

business. 

 Develop systems to manage your business. 

 Decide what systems you need to manage your business. 
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Develop Systems 

 Systems help you run your business. 

 A system means that things are done consistently, regardless of who is doing it. 

 Get good people to run your systems. 

 You responsibility is to lead these people: 

- Marketing 

- Sales 

- Administration 

- Human resources 

- Financial 

Marketing 

 Letterhead 

 Overall look for your company. 

 A process must be in place to respond to customer requests. 

Sales 

 Lead tracking system 

 Templates for proposals, letters contracts 

 Follow-up system 

 Telephone script with questions 

Administration 

 Mail centre 

 Shipping 

 Bookkeeping 

 Invoicing 

Human resources 

 When you hire an employee. 

 Performance reviews 

 Contractors 
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Financial 

 Software 

 Financial statements 

 Ratios 

 Departmental GPs 
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Purchasing 

 

Module Learning Objectives 

After studying this module, you should be able to: 

 Develop a purchasing strategy. 

 Decide whom you are going to make purchases from. 

 Know what to look out for when choosing suppliers. 
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Purchasing has a direct effect on your profit margin - the better you buy, the more profit you 

will make.   

Determine your needs 

If you are starting a business, you are going to have to make decisions about purchases of the 

following: 

 Equipment, office furniture, machines, vehicles etc.  When buying equipment, 

ensure that you obtain at least three quotes before making a decision. 

 Expense items like stationery, insurance etc. 

 If you are in retail sales or manufacturing where a lot of your products are going 

to have to be bought in, a lot more research needs to be done compared to a 

service business. 

Services you will need to purchase 

 Accounting services 

 Cleaning services 

 Insurance - personal and business 

 Printing and design 

 Payroll 

You can use the following process to make your purchase decisions:  

 

1.  Develop a list of products and services you are going to sell: 

 If you are in the retail industry, you need to know which are going to be your fast, 

average and slow sellers.   

 You also need to calculate what proportion of sales is going to come from each 

product.  The more you know about your industry, the more accurate your 

calculations are going to be. 

As you gain more experience, you will become a better purchaser.
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2.   List all your potential suppliers for the products and services you require. 

       

 Example: 

 

Stationery 

  

Lion Stationers Tel: 751452 Joe Computer Paper 

Mega Tel: 751241  Invoice Books 

News Agency Tel: 851242 Peter Gen. Stationery 

 

3.  List purchase prices from each supplier. 

 

Factors you need to take into consideration 

 Discounts – most companies will not offer you a discount unless you ask for it. 

 Payment terms – this will often influence your decision, especially if you are cash- 

strapped.  Most small businesses start off by paying cash for everything but there is 

no harm in asking for an account (it is interest-free money in your business).  Usually, 

you have to develop a track record before any supplier will offer you terms.  

 Settlement discounts –some companies offer settlement discounts; take advantage of 

this. 

 Product quality– the quality of your products will be influenced by the market you 

target.  If you are in the service business, never, ever compromise on quality.  In the 

long run it always pays to buy quality the first time round.  

 Delivery time – will the supplier be able to deliver your products when you require 

them?  How often does the supplier come to your area?  What is the lead-time for an 

order? 

 Warranties and guarantees – this is important; especially when you are buying 

expensive equipment that could break down. 

 Reliability- this is vital.  You don’t want to let your customers down.  Buy from a 

supplier on the recommendation of another business owner. 

Review and adjust your product range regularly   

 You need to take note of the following: 

 What trends are taking place in your market? 

 What new products have been developed? 

 What products are the customers asking for? 

Remember: 

1. Every price is negotiable.  Develop a habit of asking for a discount. 
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2. The cheapest price is not always the best price. 

3. Never compromise on quality. 

4. Treat your suppliers with respect - they play an important role in the success of your 

business. 

Develop good relationships with your suppliers 

 Pay your accounts on time. 

 Discuss your purchasing problems with your supplier and recommend 

improvements. 

 Treat suppliers with courtesy.  

The purchasing process 

 Determine your needs. 

 Decide on suppliers. 

 Get a quote from the selected suppliers. 

 Place your order.  Use an order book to issue order numbers with each order 

placed and list the contact person, price, quantity ordered etc. 

 Receive and check the invoice.  

 Pay your supplier. 

Exercise 

Develop a list of the products and services that you offer.  List the suppliers and the cost 

price of each product or service. 
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Costing and Pricing 

 

Module Learning Objectives 

After studying this module, you should be able to: 

 Understand how to determine the cost price of your 

products or service. 

 Understand how to determine your selling price. 

 Understand the difference between gross margin % and 

mark-up %. 
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Whether your company sells a product or service, the price you charge will have a direct 

effect on the profit you make in your business.  Pricing your product is not something you 

should take lightly. 

Under-pricing will cause your business to fail, over-pricing will lose you customers. 

You might hear a small business owner saying, “All I do is multiply my cost by 3 and I get a 

selling price.”  Pricing and costing is not that simple - what works for one business won’t 

always apply to another.   

Many small businesses don’t have a proper pricing system. You need to develop an accurate 

pricing system that you can use.  Your system might take a while to perfect, so have patience.  

Spreadsheets are ideal for calculating your cost and selling prices.  

Factors to consider: 

 The cost of your product or service 

 Your sales volume 

 Your competitors’ prices 

 Your company’s competitive advantage 

 The economic situation 

 Your business location 

 Seasons 

 How price-sensitive your customers are 

 What image you would like to project 

Pricing strategies for new products 

 Penetration pricing – if you are entering a very competitive market you might have 

to enter with a low price. 

 Skimming - charging a high price when you enter the market. Reasons for using 

this pricing strategy could be that you have no competitors and customers buy the 

product because of its prestigious name. Your target market will obviously be the 

upper end of the market. 

 Sliding down demand – as demand increases, prices fall accordingly.  Pricing could 

be influenced by production.  The more you produce, the less you can charge. 

Pricing strategies for established products 

For an established business, you could use the following strategies: 

 Loss leaders – this is often used by retailers.  They advertise top-selling products 

at cost, or even lose money on the product to attract the customer to their store.  
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Once the customer visits their store, they are encouraged to purchase more 

products, either by using sales staff or clever merchandising techniques. 

 Zone pricing – this technique is used by businesses that sell to different groups or 

areas.  For example, retailers get charged Zone 1 prices and wholesalers Zone 2 

prices. 

 Delivered pricing – charge the customer a price including transport.  This can be 

dangerous if transport prices are volatile and transport is large portion of the 

selling price. 

 FOB – Free on Board – this involves shipping a product internationally.  Your price 

to the customer is to get the product onto a ship.  Thereafter,  the shipping costs 

are for the customer’s account. 

 Multiple pricing – the more you buy, the cheaper the product becomes.  For 

example:  Buy 1 for $10.00 or 2 for $15.00. 

Pricing - some basics 

 Your selling prices must at least cover your expenses. 

 The lower your expenses, the lower your prices can be. 

 You need to price your products so that they will sell.  Do not over-price or under-

price your product or service. 

 Always consider your competitors. If you are in a very competitive industry, the 

market usually determines the price you can charge. 

 Because you are a small business, this does not mean you have to be cheaper than 

the larger companies. 

 It is far easier to offer a discount on a high price than to increase a low price. 

You should rather price your products medium to high.  You can then offer a discount to 

various customers.  They love to feel like they are getting a good deal. 

The main factors that will influence your costing are as follows: 

 Your variable expenses. 

 Your required profit. 

 What is your capacity - how much can you produce? 

Example:  Grocery Retailing 

In the grocery business, the profits you make on different products vary greatly.  Products 

that are classified as KVI (known value items) like bread, milk, margarine etc. have very low 

profits.  Candy, cakes, chips etc. offer much better profits. 
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Costing for a Manufacturing Business 

 

Determine your overheads or fixed expenses 

These are relatively constant expenses that do not vary from month to month.  They don’t 

have to be the same every month - what is important is that you pay these expenses, 

regardless of what sales you make. 

Some of the fixed expenses you will have are as follows: 

Expense Amount 

Rent  

Hydro, Gas & Water   

Telephone  

Office supplies  

Equipment repairs and maintenance  

Insurance  

Wages and salaries  

Accounting fees  

Depreciation or equipment lease payments, and many more…  

 

Once you know what your fixed expenses are every month, you can calculate the fixed 

expenses per product you produce.  If you are not in business yet, you are going to have to 

make an accurate estimate of your expected fixed expenses.  

Step 1: 
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Example 

You have decided to go into the business of manufacturing restaurant tables. From 

experience you know that realistically, you can manufacture 300 tables per month.  You have 

the following monthly expenses: 

Rent $2,500.00 

Insurance $250.00 

Wages + Drawings $8,800.00 

Accounting Fees $200.00 

Machinery Lease $1,800.00 

Utilities $450.00 

Staff refreshments $120.00 

Telephone & cell phone $250.00 

Total Fixed Expenses $14,370.00 

 

 Add up the total overheads or fixed expenses for the month.  

 Divide by the total number of products produced or you expect to produce for the 

month. 

$14,370.00 ÷ 300 = $47.90 

 The Fixed Expenses to be allocated to the total cost of the table is $47.90. 

 

Calculate your manufacturing (variable) expenses 

 

 Variable Expenses (Cost of Goods) are the actual costs of making the product. 

 Materials for each product  

 Transport 

 Direct labour 

 

Step 2:  



 

109   

 

To make a table, you require the following: 

Material Costs  

Wood $ 20.55 

Nails $ 1.52 

Glue $ 1.85 

Varnish $ 2.55 

Total Variable Expenses $ 26.47 

 

Add the overhead or fixed expense portion to the variable expense to give you your total 

cost 

 Total Product Cost = Fixed Expenses  + Variable Expenses 

 $47.90 + $26.47 = $74.37 

 This is the Total Product Cost.   

 This is the absolute minimum you can sell the table at.   

 You are in business to make profit, so you must add a suitable mark-up onto the 

product cost and determine your final selling price.   

 How much mark-up you add onto the product depends on the industry you are in.   

 Usually, the more competitive the industry, the lower the profit. 

Add a suitable mark-up 

The mark-up you add on will depend on: 

 The competitiveness of your industry. 

 If your product is a luxury or a necessity. 

 Your break-even point. 

Add your mark-up to your cost to determine your selling price 

Cost + Mark-up = Selling Price 

Total Absorption Costing 

The easiest way to understand this way of costing is by looking at an example:   

Example 

Joe makes desks at home.  He can produce 20 desks per month.  His variable expenses per 

desk including wood, glue, varnish and packaging is $100.00 per desk.  It costs Joe 

$10,000.00 per month (fixed expenses) to run his business, including his wage.  The cost per 

desk will depend on how many desks he produces a month. 

 

Step 3:  

Step 4:  

Step 5:  
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Desks Produced Fixed Expenses Variable Expenses Cost Per Desk 

5 $10,000.00 $500.00 $2,100.00 

10 $10,000.00 $1,000.00 $1,100.00 

20 $10,000.00 $2,000.00 $600.00 

 

To calculate your minimum production, use the following formula: 

 Fixed Expenses ÷ Gross margin in Dollars = Break-even Number of Desks 

 Gross margin = Selling Price – Cost Price 

 The break-even estimates the number of desks Joe needs to produce and sell to 

cover his monthly fixed expenses. 

 As volume increases, the cost to produce the desk drops. 

 

Costing for a Trading Business 

 

Calculate your Cost of Goods Sold 

This is the price you pay to your supplier for the product you want to resell.  

Calculate the expenses, which are variable with sales 

Example:  

 Commission paid 

 Transport costs 

 Any other variable costs that you may incur 

Buzzy has decided to open a retail furniture store and he needs to calculate the minimum 

price he can sell a bedroom suite. He pays his agents 10 % commission on sales. He expects to 

make total sales of $100,000.00 per month.  His cost of sales is expected to be $50,000.00 

and his fixed expenses are expected to be $20,000.00 per month.  Buzzy has asked you to 

calculate the true cost per bedroom suite that costs $1,000.00 and sells for  $2,000.00. 

(Variable Expenses) ÷ (Cost of Goods Sold) x 100 = Variable expense % 

$10,000.00 ÷ $50,000.00 = 20% 

 

Step 1:   

Step 2:   

Formula 
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Determine the overheads or fixed expenses % 

(Fixed Expenses) ÷ (Cost of Goods Sold) x 100 = Fixed Expenses % 

$20,000.00 ÷ $50,000.00 = 40%.  

So, the true cost of a table from a supplier that costs $1,000.00 is as follows: 

True Cost  

Table $ 1,000.00 

Agents Commission $ 200.00 

Fixed Expenses $ 400.00 

Total Cost $ 1,600.00 

 

 Your minimum mark-up % for the above example will be 66,67%. 

 Your gross margin % on the selling price will be:  

 $2,000.00 – $1,200.00 (excl. fixed expenses) ÷ $2,000.00 = 40% 

Costing for Service Providers 

 

Determine the number of hours you can realistically charge out every month 

Most small businesses can only charge out about 100 hrs a month.  Research shows that most 

consultants can realistically only charge out between 50 – 100 hours per month.  The rest of 

their time is spent writing reports, doing research and more. 

Example 

Antoinette has decided to start a training business.  As she is self-employed and doesn’t have 

any staff, she can realistically only train for an average of 3 hours per day. 

3 hours x 20 days per month = 60 hours per month (taking public holidays into 

consideration) 

Step 3:  

Step 1:  
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Determine monthly expenses or overheads including a salary for the owner 

Monthly Expenses  

Rental $ 1,200.00 

Accounting fees $ 200.00 

Transport $ 480.00 

Salary $ 5,000.00 

Stationery $ 250.00 

Lease on Computer $ 300.00 

Other expenses $ 2,000.00 

Total Expenses $ 9,430.00 

  

Minimum Hourly Rate  $    157.17  

Calculate Costs per hour  

Determine what your competitors are charging and then determine your hourly rate 

To calculate your selling price: 

 Establish what the acceptable customer price range might be. 

 Do price comparisons as often as possible. 

 Calculate your selling price/s. 

 Mark-up and Gross margin % 

 Purchase price + mark-up = Selling price. 

Step 2: 

Step 3: 

Step 4: 
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Example 

A litre of milk costs you $2.00.  To obtain a 25 % mark-up: $2.00 x 1.25 = $2.50 

Mark-up required Multiply by Mark-up required Multiply by 

20% 1.20 40% 1.40 

25% 1.25 45% 1.45 

30% 1.30 50% 1.50 

35% 1.35 60% 1.60 

 

Important Formulae 

Mark-up % = (Selling Price – Cost price) x 100   (to get a %) 

                                        (Cost price)                       

Gross Margin % = (Selling Price – Cost price) x 100   (to get a %) 

                                         (Selling Price)  

Gross Margin % (GP %) is a very important ratio (especially if you are in the retail industry) as a 

small increase in your Gross Margin % can have a major effect on the profit in your business. 

Example 

If a can of beer costs $1.50 and you sell it for $3.00: 

Your Mark-up % = ($3.00 – $1.50) ÷ $1.50 x 100  = 100% 

Gross Margin % = $3.00 – $1.50   ÷ $3.00 x 100  = 50%  

 

To understand the following table, read it as follows:  

 

 Remember:  Your Gross Margin % (GM%) and Mark-up % can never be the same. 

 To obtain a 5% Gross Margin % on sales, you have to add a mark-up of 5.3%. 

 To obtain a 20% gross margin % on sales, add a mark-up of 25%. 
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Mark-up Table 

Gross Margin % Mark-up% 

5% 5.3% 

10% 11.1% 

15% 17.7% 

20% 25% 

25% 33.3% 

30% 42.9% 

50% 100% 

60% 150% 

75% 300% 

 

Once you understand the concept of Gross Margin%, the following formula will really benefit 

your business.  In business, you only make profit once you sell a product, so Gross Margin% 

is very important to your survival. 

Gross Margin % Table 

Required GM% Divide By 

10% 0.90 

20% 0.80 

30% 0.70 

35% 0.65 

40% 0.60 

50% 0.50 

60% 0.40 

70% 0.30 

80% 0.20 

90% 0.10 

 

Formula to calculate the above figures 

 

Selling price = Cost price ÷ (1 – Gross Margin % required ÷ 100) 

Example: I require a Gross Margin% of 5%: 

Selling Price = Cost Price            = Cost Price 

             (1 – (5 ÷ 100))             0.95 
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Exercise 

1. Calculate your fixed costs for the month. 

2. Calculate the true cost of each of your products or services. 

3. Calculate the Gross Margin % on each of your products. 
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Keeping Books 

 

Module Learning Objectives 

After studying this module, you should be able to: 

 Understand the importance of good bookkeeping 

systems. 

 Understand commonly used accounting terms. 

 Understand what books you need to keep for a small 

business. 
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If you want to make your business a success, you need to develop a good bookkeeping 

system to manage the daily running of the business. 

You need to develop a system that you understand, and if needed, retrieve required 

information as quickly as possible.  Bookkeeping requires discipline. 

Why do we need to keep accurate records? 

 You need accurate information so that you can prepare financial statements.  You 

can have the best accountant in the world, but if you don’t give them accurate 

information, they can’t do their work properly. 

 You must keep accurate records for Income Tax and Sales Tax purposes. 

 It helps you to plan. 

 You can monitor your inventory levels. 

 You can control your accounts receivable and accounts payable. 

 You can determine how profitable your business is. 

 You can monitor revenue, expenses, production etc. 

Some simple rules 

 Make sure you have a simple system and maintain it regularly. 

 Separate your business from your personal life. 

 Open a business cheque account and record all payments made. 

 Keep all receipts and invoices. 

 Keep your old records in a secure, safe place. 

Appoint an accountant, even if you think you won’t need one. Ensure you get start-up 

advice from your accountant. 

When selecting an accountant or bookkeeper  

 Ask friends for references or ask the accountant to give you a list of their current 

customers and contact them. 

 Ask the accountant or bookkeeper how much and how they charge.  Some charge a 

flat fee per month; others charge a flat fee as well as extras. 

 Ask how often you will meet. 

 Ask what you will be required to do.  Remember the more you do yourself, the less 

the accountant will charge you. 

 What financials statements will be generated and how often?  
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Set up a simple bookkeeping system with your accountant.  You need to decide with your 

accountant what information you require on an on-going basis. 

The record keeping process 

 Decide what information you need. 

 Accurately collect all invoices, receipts, bank statements etc. 

 Sort information into different categories.   You decide what are appropriate 

categories - the more the better. 

 Record the information in the appropriate books, spreadsheet or accounting 

package. 

 Generate or prepare financial statements. 

 Manage and analyse the information captured.  

Understanding double-entry bookkeeping 

Every transaction in your business has two effects.  Many bookkeeping systems are based on 

the double-entry system. 

If you sell inventory: 

 There is a reduction in the inventory.  

 And there is an increase in the amount of cash or accounts receivable. 

When you buy inventory to resell: 

 There will be a change in inventory and…. 

 There will be a change in cash or accounts payable. 

For every transaction that takes place in your business, there will always be 2 entries in your 

bookkeeping system. These are debits and credits.  A ledger page is divided in two; Debits are 

entered on the left hand side and credits on the right hand side. 

A debit amount on one ledger account must have an equal credit on another ledger account. 

 Cash at Bank     Sales 

R100.00                                                                         R100 .00 

Debit          Credit                             Debit               Credit 

 At the end of a specific period, all the accounts in the ledger will either have a 

debit balance or a credit balance, or a nil balance.  

 A list of these balances is called a Trial Balance.  Because every debit entry has an 

equal credit entry, the total of the credit balances. 
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The Accounting Equation 

 Debit Balances = Credit Balances 

 Irrespective of what the account is called, we will determine what the balance 

represents by whether it is a debit balance or a credit balance. 

A debit balance can only be one of two things: 

 An asset or 

 An expense 

A credit balance can only be one of two things: 

 A liability or 

 Income 

The accounting equation can be written as follows: 

Assets + Expenses                       =           Liabilities + Income 

How money was applied                           Where money comes from 

 

The Basics – Accounting Terminology 

 

Expenses 

These are often classified into various categories, some of the most common being: 

 Cost of Goods Sold – these expenses are directly related to the amount of revenue 

you make; for example:  cost of inventory, freight, customs and duties. 

 Direct sales costs - these are expenses that are incurred to generate revenue;  for 

example:  sales staff wages, discounts, delivery expenses. 

 Overhead expenses – these are expenses that you incur every month whether you 

make sales or not; for example:  rent, accounting fees, advertising, and 

depreciation.  

Revenue 

 Revenue – this is a total of cash register sales, invoices issued and service fees 

charged out.  The term ‘turnover’ or ‘sales’ is often used instead of revenue. 

 Interest earned on money in the bank. 

 Sale of fixed assets.  If you sell an asset that belongs to the business, you need to 

include this as revenue earned by the business.  The difference between the book 

value and the sale price is the revenue.  Remember, if you are a HST vendor, you 

have to charge tax on the sale of the asset. 
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Assets 

 Fixed Assets:  

Intangible – For example, a franchise name, trademarks, patents or intellectual 

property.  If you purchased a Tim Horton's franchise, you would have to pay an 

amount for the use of their trademark.  This would be an asset in your books.   

Tangible – For example, machines used in your business to manufacture products 

for resale, land, buildings and motor vehicles.  These are items that are not for 

resale. 

 Current Assets – these are assets we use to run the business; for example, money 

in the bank, inventory, cash, prepayments and accounts receivable. 

Liabilities  

 Owner’s Equity – this is made up of loans that the owner or shareholders have 

made to the business and profits. 

 Owner’s loans - these are amounts invested by the owners or shareholders in the 

business. 

 Accumulated or retained profits/losses - these are the profits retained in the 

business to grow it.  Profits are used to buy fixed assets to improve the running of 

the business, increase inventory levels and to offer customers credit.  Remember, 

these profits are after-tax profits. 

People often wonder why owner’s equity and accumulated or retained profits are 

classified as liabilities in accounting.  It is quite simple really - the owner’s equity and 

accumulated or retained profits are owed by the business to the owners or shareholders, 

so they are a liability to the business. 

 Long Term Liabilities – these are loans that are payable by the business over a long 

period of time - more than 1 year; for example, a mortgage bond on a property or 

a bank loan. 

 Current Liabilities – these are liabilities that are short term.  They are payable in 

less than 1 year; for example, accounts payable, credit line, overdraft, tax due and 

any other expenses due such as wages, insurance etc. 

Capital Allowance and Depreciation  

The CCRA allows depreciation or a wear and tear allowance on all equipment, machines, 

vehicles etc.  CCRA determines what this allowance is, so make sure that you contact 

them or your own accountant to find out what amounts are allowed as a deduction.  The 

amount is a percentage of the purchase price per annum; for example:  computers 30% 

per annum, furniture 20% per annum. 

What information do you need to know? 

 Sales the business has made – Sales Journal 

 How much cash the business has received and paid out, and what the current bank 

balance is – Cash Book. 
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 How much is owed to the business – Accounts Receivable.   

 How much is still owed by the business – Accounts Payable. 

The Cash Book 

 This book or spreadsheet, will show your cash payments and receipts on a daily 

basis.  It is important as it shows your current bank balance. 

 Record every transaction that goes through your bank account in this book/ 

spreadsheet. 

 Make sure that you always keep this book/spreadsheet up to date. 

 If your Cash Book shows you will overdraw if you write out a cheque, don’t write 

it.  Contact your bank to get authorization. 

 You can write up a Cash Book on paper but rather use a spreadsheet. It will give 

you a running balance. 

 When you receive your monthly bank statement, ensure that you check it for 

errors and bank charges that you are not aware of.  If you use Internet banking, 

you can check your bank balance with your Cash Book daily.  

 Start off your Cash Book/spreadsheet with an opening bank balance.  Add daily 

deposits, subtract daily payments and monitor the balance. 

Petty Cash Book 

 In every business there are purchases that are made on a daily basis that are not 

worth issuing a cheque for.  Items like coffee, sugar, tea, photocopies etc.  I would 

advise that you have a book or spreadsheet where you record these daily 

purchases.  You can cash a cheque weekly or monthly to top up your petty cash. 

 Ensure that you have receipts for every purchase that is made.  Complete a petty 

cash voucher (obtainable from your local stationery store) every time you, or a 

staff member makes a purchase; attach it to the receipt or till slip. 

Sales/Revenue Book / Spreadsheet 

 Every time you make a sale you must issue a receipt or invoice.  

 Invoices must be in numerical order. 

 If you don’t issue many invoices, your Cash Book can list every invoice 

numerically. 

 If you own a retail store and issue many receipts and invoices, you will need to 

record your daily sales in your Sales/Revenue Book.  Departmentalise your sales 

and distinguish between cash, credit card and account sales. 

Purchases Book 

 Purchases (inventory for resale) will usually be a large expense in most businesses, 

so it is important to monitor your purchases on a monthly basis. 
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Fixed Asset Register 

 It is a good idea to keep a book/spreadsheet containing a list of all the fixed assets 

belonging to the business for depreciation and insurance purposes. 

Fixed Asset Register  

  

Name of Asset Serial No. Date Acquired Purchase Annual 

   Price Depreciation 

          

          

          

 

Computers 

 Spreadsheets are ideal for bookkeeping purposes.  Some of the products available 

on the market are MS Excel and Google Sheets. 

 If you are interested in purchasing an accounting package, products like Quick 

Books, Wave Apps or Fresh Books are suitable. The advantages of accounting 

packages are that they can: 

 Issue invoices. 

 Keep a list of your accounts receivable and an age analysis. 

 Keep a list of your accounts payable. 

 Keep stock. 

 Produce the required financial statements. 

 Leave you free to run your business. 

You can enter information onto the computer yourself, or you can employ someone on a part-

time or full-time basis to do it for you. 

Before purchasing accounting software, speak to your accountant or bookkeeper. They 

might recommend a package they prefer working with. 

 

Exercise 

1. What books do you require for your business? 

2. What financial statements will you draw up and what will you expect your accountant 

or bookkeeper to supply? 
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Cash Flow 

 

Module Learning Objectives 

After studying this module, you should be able to: 

 Understand the importance of a Cash Flow Forecast. 

 Understand what information is required to draw up a 

Cash Flow Statement.  

 Understand how to draw up a Cash Flow Statement. 
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Cash flow is one of the major causes of failure in small businesses.  Entrepreneurs sometimes 

start out with a bright idea but soon run out of cash to keep the business running. To prevent 

this from happening to you, ensure that you develop a Cash Flow Forecast for your business.  

 

The Cash Flow Forecast is one of the most important sections of the business plan.  It reveals 

a lot about the business, not only to investors and bankers, but also to the owner. 

 

What is a Cash Flow Forecast? 

 It is a useful schedule prepared in advance to show the estimated money flowing 

into and money flowing out of the business on a monthly basis, over a period of 

time (at least one year.)  

 A Cash Flow Forecast acts as a guideline for making forecasts and to set targets or 

goals. 

 From the Cash Flow Forecast you can set budgets for sales, cost of sales and 

expenses for different departments. 

About Cash Flow Forecasts 

 A Cash Flow Forecast will never be 100% accurate, but as you gain more experience 

in your business, it will become more accurate.   

 Once you have developed a Cash Flow Forecast, it is important to input actual 

figures at the end of each month so that you can make adjustments to it and 

compare your actual and projected figures.   

 Showing a negative cash flow is not always a bad thing, as long as you know the 

reason why.   

 When you start a small business, it will take a few months for you to reach a 

positive cash flow. 

 A business can make profit, but still go bankrupt if it has a cash flow problem. 

 A Cash Flow Forecast can be used to set budgets for your staff so that they 

become aware of costs and try to control them. 

 A Cash Flow Forecast is a combination of budgets. 

 A new business 

 If you are starting a new business, drawing up a Cash Flow Forecast is not easy, 

but it is very important.  In your Marketing Plan you have projected what sales you 

expect to make; now you have to consider: 

 What portion of your sales will be in cash, if any? 

 What purchases will you have to make to achieve those sales? 

 How much opening inventory will you require? 

 How much capital do you have available to invest in the business? 
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 What loans you are going to make from the bank or other sources? 

 What expenses will you incur on a monthly basis? 

 What capital expenditure (purchase of buildings, equipment, machinery etc.) are 

you going to make?                       

 What salary are you going to draw on a monthly basis?  

 

Family budget 

 Develop a budget for home expenditure.   

 It is advisable to sit down with your family and calculate your minimum monthly 

requirements - especially when you start out.   You will be surprised how you can 

reduce your monthly expenditure when you put your mind to it.  

Start-up requirements 

 Different businesses will have different start-up requirements.  

 Your start-up requirements will have a major impact on your cash flow, so the 

more accurate your calculations, the better.   

 Remember that when you start out, it is wise to keep spending to a minimum.  You 

can get very good deals on second hand office equipment and machines, so scout 

around for the best deal.   

 If you don’t really need it, don’t buy it.  You can buy when you have more funds 

available. 

 I often see new business owners splashing out on expensive equipment and 

buying new cars when they start up.   

 Remember - you might impress a few of your friends in the beginning - but it 

could affect your business in the long term.   

 I believe in starting off lean. 
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Family Monthly Budget 

  

Month: 1 2 3 4 5 6 7 8 9 10 11 12 Total 

Income                           

Wages – partner 1                                 

Wages – partner 2                                  

Interest and dividends                                  

Other                                 

Total Income                             

Expenses                           

Motor vehicle expenses                           

Motor vehicle insurance                           

Motor vehicle repayment                           

Beauty and hairdresser                           

Cable                            

Charity                           

Child care                           

Clothing                           

Credit card payments                           

Subscriptions                           

Electricity & gas                           

Entertainment and recreation                           

Gifts                           

Groceries and outside meals                           

Medical Insurance                           

Home repairs                           

Household                           

Taxes                           

Laundry and dry-cleaning                           

Life insurance                           

Medical and dental                           

Miscellaneous                           

Mortgage bond                            

Other debt payments                           

Rent                           

School expenses                           

Telephone                            

Tuition                           

Vacation                           

Water                           

Other                           

Total Expenses                           

Cash extra / short                            
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Example 

Jean-Paul and Chanelle have decided to start an ESL (English Second Language) training 

school.  They have calculated their start-up requirements as follows: 

 

Start-up Requirements 

Telephone   $50  TV monitor + speakers  $3,150  

Cell phone  $200  Whiteboard  $600  

Electricity deposit  $200  Flipchart  $250  

Rental deposit  $3,500  Overhead projector $200  

Rental Month 1  $3,500  OHP screen $250  

Incorporation  $400  OHP table  $120  

Stationery $500  Coffee machine and accessories $2050  

30 Chairs @ $200.00  $6,000  Computers x 2   $3,000  

10 Tables   @ $350.00  $3,500  Software  $1,000  

2 Desks   $720  Network  $200  

2 Exec + 2 casual chairs  $600  LaserJet printer  $1,200  

2 Office cabinets  $600  Water cooler  $250  

Internet connection  $30  Art + posters  $500  

Signage, stationery, design etc.  $1,200  Book case  $250  

Launch (Marketing budget)  $2,500  Garbage bins x 3  $90  

Petty Cash  $500    

Training materials  $1,900    

  $25,800  $13,110 

    

  Total $            39,910  

 

 Using this information, they can now begin working on their Cash Flow Forecast. 

If you are in business, these are the sources of cash flow information: 

 Cash Book – this will show you accurate information on last year or last month’s 

cash inflows and outflows. 

 Petty Cash Book – the average over the previous 12 months will be available from 

this book. 

 Sales Journal – this will assist you in calculating your projected future sales. 

 Purchases Journal – This will show you the purchases made in previous periods.  

All things being the same, your purchases percentage should be similar in the 

future. 

 Accounts Receivable Ledger – this will show you what percentage of sales are 

account sales and how many days they are taking to pay. 

 Accounts Payable Ledger – this will show you what percentage of your purchases 

are made on credit and how many days you take to pay your accounts. 
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 Fixed Asset Register – you can tell from this what equipment needs to be replaced 

in the near future. 

 Wages and Salaries Book – previous period’s figures. 

 Inventory Records - shows your inventory requirements. If your inventory records 

show low levels of inventory, you will probably have to increase your purchases. 

 Other businesses – comparing yourself to other similar businesses is a good idea.  

It helps to develop budgets and it can also tell you how well you are doing in 

relation to them.  This is one of the advantages of being part of a franchise group.  

Franchisees are quite open about discussing their profit and expense ratios, and 

they can offer you guidelines to work with.  Some industries have ratios that you 

can compare with, but be careful - often these figures are very generalized and 

may be useless to you. 

Factors to consider when drawing up your Cash Flow Forecast 

 Seasonal fluctuations 

 Price increases 

 Emergency situations 

 You need to be conservative and realistic 

 Allow for late payments by customers



 

129 

 

How to prepare a Cash Flow Forecast 

 

 Fill in the total revenue as projected in your Marketing Plan and the total 

purchases (cost of goods sold) required to make those sales.  

 If you are in the service industry, you will not have a cost of goods sold, so just fill 

in your projected sales. 

Retail Business 

 Jan Feb Mar April May June 

Revenue  $ 100,000.00   $ 80,000.00  $ 120,000.00   $ 130,000.00   $ 140,000.00   $ 160,000.00  

Purchases  $   50,000.00   $ 40,000.00   $    60,000.00   $ 65,000.00   $    70,000.00   $    80,000.00  

 50% 50% 50% 50% 50% 50% 

       

Service Business 

 Jan Feb Mar April May June 

Service Fees  $ 100,000.00   $ 80,000.00   $ 120,000.00   $ 130,000.00   $ 140,000.00   $ 160,000.00  

       

Manufacturing Business 

 Jan Feb Mar April May June 

Revenue  $ 100,000.00   $ 80,000.00   $ 120,000.00   $ 130,000.00   $ 140,000.00   $ 160,000.00  

Materials  $    20,000.00   $ 16,000.00   $    24,000.00   $ 26,000.00   $  28,000.00   $  32,000.00  

 20% 20% 20% 20% 20% 20% 

 

 Insert all cash inflow transactions under the heading: Cash Inflow. 

 Cash sales – only cash sales that are paid for are reflected here.  Cash sales include 

cheques, credit cards, direct deposits, transfers and debit cards. 

 Collection of accounts receivable – it is important to know exactly what your 

receivables terms are to input accurate figures here. 

 Bank finance – all finance obtained from banks in terms of loans or instalments.  

Sales purchase agreements must be inserted here. 

 Other finance (e.g. personal) – if you make a loan to the business or “give” 

machinery or equipment to your business, you need to have this valuated and 

reflected as a cash loan to the business.  This makes your accounting far more 

simplified. 

 Money for accounts receivable must only be inserted under the month in which 

the payment is expected. 

Step 1:  

Step 2:  
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Sell on Credit 

  Jan Feb Mar April May 

Revenue   $ 100,000  $    80,000   $ 120,000   $ 130,000   $ 140,000  

Purchases   $  50,000   $   40,000   $  60,000   $  65,000   $  70,000  

  50% 50% 50% 50% 50% 

       

Cash Inflow       

Cash sales 50%  $ 50,000  $  40,000   $    60,000      $ 65,000   $    70,000  

Acc. Rec: 30 days 45%   $    45,000    $   36,000     $  48,000   $    52,000  

Acc. Rec: 60 days 3%      $    3,000    $     2,400   $      3,600  

Acc. Rec: 90 days 2%     $      2,000   $     1,600  

Bank Loan   $ 100,000      

Personal Loan  $    80,000      

Other       

Total Inflow   $ 230,000   $    85,000   $    99,000   $ 117,400   $ 127,200  

       

Cash Business 

  Jan Feb Mar April May 

Service Fees   $ 100,000   $    80,000   $ 120,000   $ 130,000   $ 140,000  

       

Cash Inflow       

Cash sales 100%  $ 100,000   $    80,000   $ 120,000   $ 130,000   $ 140,000  

Bank Loan   $ 100,000      

Personal Loan   $    80,000      

Other       

Total Inflow   $ 280,000   $    80,000   $ 120,000   $ 130,000   $ 140,000  

 

 

Insert all the payments that go out of the business under the heading: Cash Outflow. 

Operating expenses – monthly overheads 

 Telephone 

 Water, gas & hydro 

 Owner’s salary or drawings 

 Wages and salaries 

 Advertising and marketing 

 Travelling expenses 

 Accounting fees 

Step 3: 
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 Rent 

 Motor vehicle expenses 

 Any other expenses incurred in the production of income: 

 Payments for stock in cash 

 Payments to creditors for stock 

 Bank loan repayments 

Other payments 

 Start-up requirements - purchase of equipment, electricity, rental and water 

deposits. 

 Any other payments made for fixed assets. 

 Opening expenses – start-up stock. 

 Income tax payments. 

Note: HST input and output can also be reflected in the Cash Flow Forecast. 

  

 Subtract your total cash inflow from your total cash outflow to obtain your total 

surplus or deficit.  

 Total Cash Inflow – Total Cash Outflow = Surplus or Deficit 

 

 Insert your expected opening bank balance or overdraft at the beginning of month 

one. 

 Your opening bank balance will be the closing balance of the previous month. 

 If this is a new business you are starting, your opening bank balance will be zero. 

 

 The final step is to calculate and insert the expected bank balance at the end of 

each month; this is done by adding the monthly surplus or deficit to the bank 

balance at the beginning of that month. 

 Opening Bank Balance + Surplus or Deficit = Closing Bank Balance 

 Now complete the remaining 11 months’ bank balances at the beginning of the 

month by adding the surplus or deficit of the previous month to that of the new 

month. 

Step 4:   

Step 5:  

Step 6: 

Step 7:  
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 August Opening Balance + Deficit or Surplus = August Closing Balance = 

September Opening Balance i.e. the closing balance for this month is the opening 

balance for next month. 

 

 Complete the total column. This will give you the totals for the period. 

 

Spreadsheets 

Are useful for drawing up a Cash Flow Forecast as you can: 

 

 Look at different scenarios: 

 What if you increase prices by 5%? 

 What if you increase revenues by 10%? 

 What if you improve your cost of goods sold etc? 

 Change expected expenses and see what effect they have on the cash flow. 

 Change expected sales and cash inflow and see what effect this has on the Cash 

Flow Forecast. 

Ways to improve your Cash Flow: 

 Sell more for cash. 

 Reduce your accounts receivable terms. 

 Increase your accounts payable terms. 

 Reduce your salary. 

 Control your expenses better. 

 Set budgets for every department and section in your business. 

 Make cash flow your problem. 

Step 8:  
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Exercise 

 

Marilyn Goodbuyer has worked for Sears all her life and has now decided to open a business.  

Her bank manager, Mr. Loan has asked her to draw up a projected Cash Flow Statement before 

the bank will grant her a loan and overdraft facility.  You have the following projected figures: 

 

Month Sales Inventory Purchases 

Jan 12,000.00 6,000.00 

+ Initial Inventory 25,000.00 

Feb 16,000.00 8,000.00 

Mar 24,000.00 12,000.00 

Apr 36,000.00 18,000.00 

May 30,000.00 15,000.00 

June 24,000.00 12,000.00 

July 31,000.00 16,000.00 

Aug 30,000.00 15,000.00 

Sept 30,000.00 15,000.00 

Oct 32,000.00 16,000.00 

Nov 36,000.00 18,000.00 

Dec 64,000.00 32,000.00 

 

Initial inventory of R25 000.00 is payable in cash in January  

Account Payable terms for other inventory purchases 30 days 

Sales are for cash  

Purchase of fixed assets + equipment in January for cash 150,000.00 

Electricity deposit paid in Jan 2,500.00 

Marilyn loan to the business in Jan 100,000.00 

Telephone per month 1,000.00  

Installation costs paid in Jan 3,500.00  

Marilyn loan to the business in June 20,000.00 

Bank loan received in Jan 50,000.00 

Rental per month 3,500.00 

Electricity per month 1,250.00 

Wages per month 3,250.00 

Owner’s drawings per month 5,000.00 

Repayment bank loan from Feb. capital portion per month 1,250.00 

Repayment bank loan from Feb. interest portion per month 1,100.00 

Accounting fees per month 300.00 

Bank charges per month 550.00 

Interest on credit line per month 600.00  

 

1. Draw up a Cash Flow Statement using the information supplied. 

2. What credit line facility does she require, if any? 

3. What are the accounts payable outstanding at year-end? 
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Profit  & Loss Statement (Income 

Statement) 

 

 

Module Learning Objectives 

After studying this module, you should be able to: 

 Understand the importance of a Profit & Loss Statement. 

 Understand what information is required to draw up a 

Profit & Loss Statement.  

 Understand how to draw up a Profit & Loss Statement. 

 

 

 

 

 

 

 

 

Module 

15 
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The Profit & Loss Statement 

(Also referred to as the Statement of Income & Expenses or the Income Statement) 

 It measures the performance of your business for a specific period – month, 

quarter, half-year or year.   

 It determines the profitability of your business by summarising revenue and 

expenses to arrive at the net profit or loss.  

 Profit is the reason we are in business, so the management thereof will play an 

important role in the measurement of your success. 

 It is advisable to do a projected Profit & Loss Statement every year once your 

business is operational.   

 The budgeted Profit & Loss Statement will act as guideline within which you must 

operate. 

 The Cash Flow Forecast shows cash inflow when received and cash expenses when 

paid.  The Profit & Loss Statement differs in that it shows income and expenses 

when they are incurred.  It does not take into consideration if they have been paid 

or not. 

 Payments made for assets are not included as expenses in the Profit & Loss 

Statement as they are not expenses incurred in the production of income. 

New business   

 If you are starting a new business, you will be doing a projected Profit & Loss 

Statement for the next year. 

 Draw up a projected Profit & Loss Statement for each month and then summarise 

the totals into one Profit & Loss Statement. 

 Your projected Profit & Loss Statement will show whether or not your business will 

be profitable. 

 It can help you calculate your projected Break-even Point. 

Some terms used in an Profit & Loss Statement: 

 Revenue or Turnover – this is the sum of invoices you have issued or expect to 

issue in a month.  

 Cost of goods sold – purchases required to achieve your projected revenue.  If you 

are doing a Profit & Loss Statement for last month, you will calculate your cost of 

sales as follows: 

 Cost of sales  = (Opening Inventory + Inventory Purchases) - (Closing Inventory) 

 If you are in the manufacturing business, you should categorize your cost of sales 

into material costs, direct labour costs, etc. 
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 Gross Margin  = Revenue less Cost of goods sold 

 Net Profit before Tax = Gross margin less Expenses 

 

Important note: 

 You do not reflect a purchase of an asset in a Profit & Loss Statement, only 

depreciation thereof.   

 Loan repayments are not deductible as an expense. 

 Interest paid on loans taken out to purchase fixed assets is a deductible expense. 

Example 

Mina purchased a LDV (light delivery vehicle) for her business at a cost of $36,000.00.  Her 

repayments are $1,100.00 per month i.e. $1,000.00 capital and $100.00 interest over 36 

months.  In the Profit & Loss Statement the interest portion will be allowed as a deduction of 

$100 per month and she will be allowed to make a deduction for depreciation of $9 000.00 

per year (assumption depreciation allowed over 4 years), while her actual repayment for 

capital per annum will be $12 000.00.  In the Cash Flow Statement you will reflect a total 

annual payout of $13,200.00, while in the Profit & Loss Statement you will reflect the 

expenses as interest of $1,200.00 and depreciation of $9,000.00, totalling $10,200.00.  Take 

this into consideration when making purchasing decisions for fixed assets. 

  

Cost of Goods Sold 

 Calculating your Cost of Goods Sold is an important part of the management 

function.   

 If you don’t know your Cost of Goods Sold, you are not managing your business 

properly. 

 Using the Cost of Goods Sold that you calculate, you can monitor your Actual 

Gross Margin % compared to your Theoretical Gross Margin %. 

Theoretical Gross Margin%  

This figure is calculated using the prices charged on invoices and does not take things like 

theft, wastage etc. into consideration. 

i.e. Revenue (total invoices) – Estimated Cost of Sales = Estimated Gross Margin 

(Estimated Gross Margin) divided by Revenue = Gross Margin % 

 If we lived in a perfect world this figure would be accurate, but we don’t.  Products 

are stolen, damaged, soiled etc. so this figure will not give us a true Gross 

Margin%. 

Actual Gross Margin % 

 This is calculated using the exact figures obtained from the Profit & Loss 

Statement. 
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 Gross Margin% = (Revenue – Cost of Goods Sold) divided by Revenue 

 Cost of Goods Sold = (Opening Inventory + Purchases) – Closing Inventory 

Once in business, ensure that: 

 You draw up your Profit & Loss Statement as soon as possible after the end of the 

month. 

 You draw up a Profit & Loss Statement as often as possible. 

 Your figures are accurate. 

 You discuss the ratios of expenses to revenue with your staff.  

 They understand the effect of expenses on the business’ profits. 

Break-Even Point 

 What revenue do you require to cover all your monthly expenses?   

 This is the point at which the business neither makes nor loses any money.  

  This is a very important indicator of whether your business is going to be 

successful or not. 

 It can take a while for a new business to break-even - you need to know how long 

this will be.   

I am often asked, “How long does it normally take?”  That all depends on the business.  I 

believe anything over 18 months is a little dicey, but again that depends on your financial 

position.  I have heard of people that open a business, need to break-even in month one 

and go on to achieve that target. 

Break-even point for a retail business 

 Total Expenses ÷ Gross Margin % = Break-even 

 (Remember when dividing, you must make the Gross Margin % a decimal i.e. divide 

by 100) 

 You need to know your break-even point for a month. 

 If your expenses go up, so does your break-even point. 

 If your Gross Margin % goes up, your break-even point comes down. 

 If your Gross Margin % comes down, your break-even point goes up. 

Break-even point for a service business 

 Break-even is achieved when Revenues = Expenses 

 If you sell your time, your break-even number of hours will be your fixed expenses 

(including your salary) divided by your hourly charge-out rate. 
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How to determine the maximum discount you can offer your customers 

When giving discount, you must remember that you are giving away profit. 

 

Maximum discount formula: Net Profit before Tax ÷ Sales = Maximum Discount % 

 

Ratios you should monitor 

 Cost of Goods Sold %   = Cost of Good Sold÷ Revenue  

 Gross Margin %    =  Gross Margin ÷ Revenue 

 Expense Ratio     =  Expenses ÷ Revenue 

 Net Profit % =  Net Profit Before Tax ÷ Revenue 

(Remember, to get a percentage, you must multiply the decimal by 100) 

How to Prepare a Profit & Loss Statement 

 

 Insert your actual revenue or projected revenue under the heading Revenues. 

 If you have several departments, you could separate the revenues under different 

headings. 

 Insert your opening inventory.  

 Insert your inventory purchases for the period. 

 Insert your closing inventory for the period. 

 Calculate your Cost of Goods Sold  (opening inventory + purchases) – Closing 

Inventory. 

 Calculate your Gross margin = Revenue – Cost of Goods Sold 

 Insert all your actual or projected operating expenses for the period. 

 Calculate you depreciation on fixed assets. 

 Total all the expenses. 

 Gross Margin – Total expenses = Net profit 

 Calculate your tax liability. 

 Subtract tax from net profit to get net profit after tax. 

 Determine how much is going to be distributed as dividends. 

 Calculate the balance of tax due. 

Step 1: 

Step 2: 

Step 3: 

Step 4: 

Step 5: 
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For your Business Plan 

Do a projected Profit & Loss Statement for 12 months for your own business. 
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Projected Profit & Loss Statement for a Service 

Business     

Jan 1 - Dec 31     

Training Revenue $449,900.00 100.0% 

      

Expenses     

Accounting fees $2,400.00 0.5% 

Advertising $32,250.00 7.2% 

Bank charges $540.00 0.1% 

Owner's Drawings $60,000.00 13.3% 

Hydro $4,000.00 0.9% 

Internet $576.00 0.1% 

Employee benefits $3,600.00 0.8% 

Petty cash $6,000.00 1.3% 

Insurance $2,520.00 0.6% 

Rent $54,000.00 12.0% 

Stationery $3,600.00 0.8% 

Telephone and cell phone $2,100.00 0.5% 

Salaries $48,000.00 10.7% 

Training Room Equipment depreciation 5 Years $8,040.00 1.8% 

Office Equipment Depreciation 5 Years $1,460.00 0.3% 

Interest on Loan $12,238.00 2.7% 

Total Expenses $241,324.00   

      

Net Before Tax $208,576.00 46.4% 

Tax 35% (Assumption) $73,001.60 16.2% 

Net After Tax $135,574.40 30.1% 

      

Break -Even (when Revenue equal to Total Expenses) $241,324.00   

Maximum discount (Net Profit Before Tax / Revenue) 46.4%   

 

The break-even point in this case, tells the owner exactly how much consulting fees must be 

earned before the business begins to make profit. 
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Projected Profit & Loss Statement for a Retail Business     

Jan 1 - Dec 31     

Revenue $1,312,900.00 100.0% 

Opening Inventory $0.00   

Purchases $721,900.00   

Closing Inventory $100,000.00   

Cost of Goods Sold = Opening Inv. + Purchases - Closing Inv. $621,900.00 47.4% 

      

 Gross Margin  $691,000.00 52.6% 

   

Expenses     

Accounting fees $6,000.00 0.5% 

Advertising & promotion $25,600.00 1.9% 

Bad debt allowance $0.00   

Bank charges $1,240.00 0.1% 

Owner's salary $60,000.00 4.6% 

Employees' salaries & wages $120,000.00 9.1% 

Employee benefit $30,000.00 2.3% 

Utilities (heat, hydro & water) $7,800.00 0.6% 

Loan Interest Equipment $5,046.00 0.4% 

Loan Interest Motor Vehicle $1,200.00 0.1% 

Loan Interest Computer Equip $1,087.00 0.1% 

Vehicle expenses $10,200.00 0.8% 

Insurance $10,800.00 0.8% 

Petty Cash $6,000.00 0.5% 

Repairs & maintenance $6,520.00 0.5% 

Rent $117,600.00 9.0% 

Staff Uniforms $1,400.00 0.1% 

Alarm monitoring $1,200.00 0.1% 

Telephone & Cell phone $1,500.00 0.1% 

      

Equipment Depreciation  $50,000.00 3.8% 

Business Motor Vehicle Depreciation $12,000.00 0.9% 

Computer Depreciation  $11,670.00 0.9% 

Total Expenses $486,863.00 37.1% 

Net Before Tax $204,137.00 15.5% 

Tax 35% (Assumption) $71,447.95 5.4% 

Net After Tax $132,689.05 10.1% 

      

Break -Even = Total Expenses / Gross Margin % $925,039.70   

Maximum discount = Net Profit Before Tax / Revenue 15.5%   
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Revenue you need to generate if you offer a discount     

Revenue $100,000.00 $125,000.00 

Gross Margin % 50% 40% 

Gross Margin $ $50,000.00 $50,000.00 

      

If you offer 10% discount you need to generate  25% more in Revenue to earn the same margin 

      

Revenue $100,000.00 $111,111.10 

Gross Margin % 50% 45% 

Gross Margin $ $50,000.00 $50,000.00 

      

If you offer 5% discount you need to generate  11,1% more in Revenue to earn the same margin 

      

Revenue $100,000.00 $166,666.65 

Gross Margin % 50% 30% 

Gross Margin $ $50,000.00 $50,000.00 

      

If you offer 20% discount you need to generate  66,66% more in Revenue  to earn the same margin 
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Exercise 

 

Marilyn Goodbuyer has worked at The Bay for 8 years as a buyer and merchandiser.  She has 

always wanted to run her own clothing boutique.  Marilyn has spoken to her good friend Joe, 

who has advised her to draw up a financial plan to reflect that the business will be profitable.  

Marilyn has approached THE BIG BANK for some assistance in completing this project and the 

following information has been determined: 

Sales budget  

Total expected revenue for the year:  $ 365,000.00 

 

Expenses  

Advertising 12,000.00 

Bank Charges 3,600.00 

Insurance 6,000.00 

Water 395.00 

Lights and Gas 2,800.00 

Maintenance 2,400.00 

Office teas 1,200.00 

Rent 48,000.00 

Salaries and Wages 62,000.00 

Stationery 1,200.00 

Magazine subscriptions 192.00 

Telephone 3,150.00 

Transport 1,120.00 

Depreciation - office equipment 6,000.00 

Depreciation – shop fittings 5,000.00 

Installation costs 1,850.00 

Interest on Loan 2,850.00 

 

Purchases 

Marilyn has negotiated a 30-day payment term with suppliers and will need to purchase 

$25,000.00 of inventory initially.  Her total purchases for the balance of the year are expected 

to be $183,000.00.  She expects to have a closing inventory figure of $25,000.00 at the end of 

the trading year.  Assume a tax rate of 30%.   

 

 

1. Draw up a projected Income Statement for the business for the first year.  

2. Calculate the Gross Margin %, Break-Even Point and the Mark-up %.  

3. What is the maximum discount she can give? 
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Balance Sheet 

 

Module Learning Objectives 

After studying this module, you should be able to: 

 Understand how to draw up a Balance Sheet. 

 Understand how to read a Balance Sheet. 

 Understand how to analyse financial statements. 

 

 

 

 

 

 

 

 

Module 

16 
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The Balance Sheet 

 The Balance Sheet can be described as a photograph of the business at a point in 

time.  

 It is a summary of assets and liabilities of the business on specific day.  

 It shows everything the business owns and owes. 

Remember, a Balance Sheet must always balance.  If it doesn’t, you have made a mistake 

It tells you: 

 The net worth of the business 

 Where the business got its money from – liabilities and owner’s equity. 

 How the business used this money – assets.  

Fixed Assets or Non-Current Assets 

 These are assets that help produce revenue.  

 They are used in the running of the business 

They are usually made up of: 

 Land and buildings 

 Machinery and equipment 

 Fixtures, fittings and office furniture 

 Vehicles 

The fixed assets of the business are listed at cost price, less depreciation, on the Balance 

Sheet.   

 Other assets include intangibles like initial franchise fee, goodwill and trademarks. 

Current Assets 

 These are assets that change on a daily basis.  

 These assets are relatively liquid. This means that they can quite easily be turned 

into cash.  

Current assets are usually made up of:  

 Cash and money in the bank; money that you use to run your business; money in 

your cheque account. 

 Accounts receivable and any prepaid expenses - this is a current asset as it can 

quite easily be turned into cash if need be.  
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 Inventory and work in progress; items for resale or materials and half-finished 

goods that will be manufactured for resale. 

Understand how to read financial statements - most small businesses don’t.  To run a 

business effectively, you need to be able to read and understand them. 

Fixed Assets + Current Assets = Total Assets 

Owner’s Equity 

 This is made up of the owner’s loans made to the company, plus profits that have 

been retained in the business.  

 Owner’s Equity = Owner’s Loan Account + Retained Profit/Loss 

Long-term Liabilities 

 These are debts owed by the business that are due over a longer period of time i.e. 

more than 1 year. 

Examples of long-term liabilities are: 

 Bank loans 

 Loans from other parties 

 Mortgage bonds on property 

 Amounts owed for loan agreements 

Current Liabilities 

 These are liabilities that change on a daily basis. 

They are usually made up of: 

 Credit line – the money that you owe the bank 

 Accounts payable 

 Taxation and HST – that has not yet been paid over to CCRA 

 Any other short-term item outstanding on the date the balance sheet was drawn 

up; for example, wages due etc. 

 

Owner’s Equity + Long-tem Liabilities + Current Liabilities = Total Liabilities 

 

The Accounting Equation 

Assets = Owner’s Equity + Liabilities 
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Example:  A simple Balance Sheet 

John starts a new business and makes a loan to his CC of $100,000.  His balance sheet will 

look as follows: 

Assets = Owner’s Equity + Liabilities 

Bank 

$100,000 

Owner’s Loan 

$100,000 

 

$0.00 

 

If John buys inventory for $50,000 in cash, his balance sheet will look as follows: 

Assets = Owner’s Equity + Liabilities 

Bank 

$50,000 

Inventory 

$50,000 

Owner’s Loan 

$100,000 

 

$0.00 

 

If John sells all his inventory to a customer for $75, 000 in cash, his balance sheet will look as 

follows: 

Assets = Owner’s Equity + Liabilities 

Bank 

$125,000 

Inventory 

$0.00 

Owner’s Loan 

$100,000 

Profit 

$25,000 

 

$0.00 
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If John buys a new machine for his business and gets a 5-year bank loan for $200,000, his 

balance sheet will look as follows: 

Assets = Owner’s Equity + Liabilities 

Bank 

$125,000 

Inventory 

$0.00 

Fixed Asset (machine) 

$200,000 

 

Owner’s Loan 

$100,000 

Profit 

$25,000 

Bank loan 

$200,000 

 

If John buys inventory for $100,000  on account, his balance sheet will look as follows: 

Assets = Owner’s Equity + Liabilities 

Current Assets 

Bank 

$125,000 

Inventory 

$100,000 

Fixed Asset (machine) 

$200,000 

Owner’s Loan 

$100,000.00 

Profit 

$25,000 

Long-term liability 

Bank loan 

$200,000 

Current liability 

Accounts Payable 

$100,000 
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How to draw up a Balance Sheet 

 

Start off by inserting the fixed assets less capital allowance/depreciation under the heading 

Fixed Assets.  You can either insert the items individually, or insert a total net fixed asset 

value.  Accountants usually insert a total amount for the value of the fixed assets on the 

balance sheet, and include a full listing of the assets, less their depreciation, on another page.  

Insert the current assets under the heading Current Assets on the balance sheet. Your 

inventory will be the inventory you have on hand, at cost, on the date of the balance sheet.  

Your bank and cash balance will be the amount in the bank on the date of the balance sheet.  

Your accounts receivable you will obtain from your Accounts Receivable Book. 

 You can list any other assets under the heading Other Assets, if you like. 

Fixed Assets + Current Assets + Other Assets = Total Assets 

Under Owner’s Equity insert your outstanding owner’s loan under the heading Owner’s Loan. 

Under the heading Retained Profit, insert the retained profit you are going to keep in the 

business.  If there is a balance from previous years, add this figure to the previous year’s 

balance sheet.  Add Owner’s Loan to Retained Profit to give you Owner’s Equity. 

Insert the amount/s outstanding on long-term loans under the heading Long-Term Liabilities.  

Add the loans outstanding to give you a total for Long-Term Liabilities. 

Insert the current liabilities under the heading Current Liabilities.  Your credit line will be the 

amount owed to the bank on the date of the balance sheet.  You will obtain the tax due from 

your Profit & Loss statement.  Your Accounts Payable, you will obtain from your Accounts 

Payable book.   Add up all the current liabilities to give you a total for Current Liabilities. 

Owner’s Equity + Long-Term Liabilities + Current Liabilities = Total Liabilities  

 

To do this year’s balance sheet, you need to obtain balances from the previous year’s balance 

sheet. 

 

 

 

 

Step 1: 

Step 2: 

Step 3: 

Step 4: 

Step 5:  

Step 6: 

Step 7: 

Step 8: 
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Balance Sheet         

as at December 31 st         

Assets         

          

Current Assets         

Bank $30,115.76       

Accounts Receivable $0.00       

Inventory $45,000.00       

Fixed Assets  Total Current Assets   $75,115.76 

Assets Cost Depreciation Book value   

Equipment $125,000.00 $50,000.00 $75,000.00   

Motor Vehicles $30,000.00 $9,000.00 $21,000.00   

Computers & Cash Register $6,000.00 $1,800.00 $4,200.00   

Total $161,000.00 $60,800.00 $100,200.00   

Other Assets   Total Fixed Assets   $100,200.00 

Rent Deposit     $4,000.00   

Cash Register Floats     $1,000.00   

    Total Other Assets   $5,000.00 

    Total Assets   $180,315.76 

          

          

Liabilities & Equity         

Current liabilities       $3,086.16 

Accounts Payable $2,190.00       

Taxes Payable $896.16       

Line of Credit         

    Total Current Liabilities   $3,086.16 

Long-term Liabilities         

Bank Loan $114,229.60       

Mortgage $0.00       

Other Loans $0.00       

    Total Long-term Liabilities   $114,229.60 

    Total Liabilities   $117,315.76 

Owner's Equity         

Owner's Loan $45,000.00       

Retained Profit $18,000.00       

    Total Owner's Equity   $63,000.00 

   Total Liabilities & Equity   $180,315.76 
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Balance Sheet         

as at December 31 st         

Assets         

          

Current Assets         

Bank $40,000.00       

Accounts Receivable $18,292.48       

Inventory $0.00       

Fixed Assets  Total Current Assets   $58,292.48 

Assets Cost Depreciation Book value   

Equipment $40,200.00 $8,040.00 $32,160.00   

Motor Vehicles $7,300.00 $1,460.00 $5,840.00   

Computers & Cash Register $0.00 $0.00 $0.00   

Total $47,500.00 $9,500.00 $38,000.00   

Other Assets   Total Fixed Assets   $38,000.00 

Rent Deposit     $4,500.00   

Cash Register Floats     $0.00   

    Total Other Assets   $4,500.00 

    Total Assets   $100,792.48 

          

          

Liabilities & Equity         

Current liabilities       $237.00 

Accounts Payable $0.00       

Taxes Payable $237.00       

Line of Credit $8,900.00       

    Total Current Liabilities   $9,137.00 

Long-term Liabilities         

Bank Loan $29,100.00       

Mortgage $0.00       

Other Loans $0.00       

    Total Long-term Liabilities   $29,100.00 

    Total Liabilities   $38,237.00 

Owner's Equity         

Owner's Loan $35,000.00       

Retained Profit $27,555.48       

    Total Owner's Equity   $62,555.48 

   Total Liabilities & Equity   $100,792.48 
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Financial ratios you should measure 

 

Ratios enable you to measure the company’s performance. 

 

 Gross Margin on Sales % = Gross Margin ÷ Sales 

 Net Profit on Sales % = Net Profit ÷ Sales 

 The ratios above need to be measured monthly and you need to make 

comparisons with previous months and years to benchmark yourself against other 

businesses in similar industries. 

 Inventory Turnover Times = Annual Sales ÷ Average Inventory.  This will give you how 

many times you turn your inventory over per annum. Compare this figure to your 

industry average and to your previous year’s figures. 

 Accounts Receivable Collection Days = Accounts Receivable ÷ Average Sales Per Day.  

Average Sales per day = (Annual Sales ÷ 360). This gives you the average time it takes 

you to collect your debts.  Ensure that you monitor this figure and don’t allow your 

debtors days to exceed your target.  Make comparisons with similar businesses in 

your industry. 

 Average Accounts Payable Days = Accounts Payable  ÷ Average Daily Purchase.  

Average Daily purchases = (Annual Purchases ÷ 360). This gives you the average time 

it takes to pay your accounts.  Ensure that your suppliers are being paid within the 

agreed time period. 

 Return on Total Assets (%) = Net Profit ÷ Total Assets. This measures how efficiently 

you are using your total assets to generate income. An acceptable return on assets will 

depend on the risk of the investment and also on the industry.  The return must be at 

least higher than what the owner could earn at a bank if the money was earning 

interest.  

 Return on Equity (%) = Net Profit For Shareholders ÷ Shareholder’s Funds. This 

measures the return earned on the owner’s investment in the business.  An acceptable 

return on shareholder’s funds must be at least higher than what the owner could earn 

at a bank if the money was earning interest.  

 Sales per Employee = Sales ÷ Number of Employees. This measures how productive 

your employees are.  Ensure that this figure is compared to previous years and to 

other companies in similar industries. 

 Sales Growth % = (This year’s sales – Last year’s sales) ÷Last year’s sales.  This 

measures your performance above last year.  This figure must at least be greater than 

the annual inflation rate. 

 Growth in Gross Margin %  = (This year’s Gross Margin % - Last year’s Gross Margin %) 

÷ Last year’s Gross Margin %.  This measures the growth in your gross margin above 

last year.  This figure needs to be at least zero. If the figure is negative, you need to 

find out why. 
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 Growth in Net Profit % (NP%) = (This year’s NP% - Last year’s NP%) ÷ Last year’s NP%. 

This measures net profit growth over last year. 

 Balance Sheet Gearing (%) = Long Term Debt ÷ (Long Term Debt + Equity). This shows 

what portion of long-term liabilities is financed by someone other than the owner.  If 

banks finance debts, an increase in interest rates will adversely affect the business.  

 Ensure that you express all expenses as a percentage of sales.  Compare these to 

previous years and to other businesses as well. 

 Current Ratio = Current Assets ÷ Current Liabilities.  This measures the business’ 

ability to repay its current liabilities, if its current assets were turned into cash.  

According to financial analysts, the ideal figure for small business is 2; i.e. the current 

assets should be double the current liabilities. If the figure is above 2, the business 

could be overstocked and not using its assets profitably. 

 Acid Test Ratio = (Current Assets - Inventory) ÷Current Liabilities.  This measures the 

business' ability to cover its current liabilities with its most liquid assets.  This 

assumes it is not very easy to turn the inventory into cash.  A ratio of 1:1 is usually 

considered to be adequate. 

 Cash Ratio = Current Assets – (Inventory + Accounts Receivable) ÷ Current Liabilities. 

This measures the business’ ability to repay its current liabilities out of available cash 

resources. 
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Exercise 

 

The following information relates to the projected balances of Doris’ business after one year 

of trading.  Use this information to draw up a Balance Sheet as at December 31
st

 of the first 

year. 

 

 

Equipment at cost 10,000.00 

Shop fittings at cost 10,000.00 

Closing stock 20,000.00 

Cash 7,842.00 

Deposits 2,500.00 

Outstanding tax  700.00 

Trade creditors 16,000.00 

Outstanding loan 6,942.00 

Retained profits 1,700.00 

Owner’s contribution 21,000.00 

Accumulated depreciation – equipment 2,000.00 

Accumulated depreciation – shop fittings 2,000.00 
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Inventory Management 

 

Module Learning Objectives 

After studying this module, you should be able to: 

 Understand the importance of inventory management. 

 Understand how to develop an inventory management 

system. 

 Understand how to determine the correct amount of 

inventory you should have on hand. 

 

 

 

 

 

 

 

 

 

Module 

17 
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Inventory management is one of the major causes of cash flow problems and has a direct 

effect on your business.  You need to ensure that you develop a simple, yet efficient system 

to manage your inventory in-store.  Think of inventory as money lying in the storeroom.  A 

good inventory control system has a positive effect on the cash flow in your business. 

The ideal inventory level in a business is just enough to keep every customer happy without 

causing any cash flow problems. 

 

In order to determine your ideal inventory levels, take the following into account: 

 Market conditions, demand or trends 

 Sales and cash flow forecasts 

 Payment terms from suppliers 

 Availability of inventory from suppliers 

 Shelf-life of products 

 Will newer and better models replace inventory? 

 Cost price of the inventory items  

 Storage space available 

 As a manager, you want to reduce the risk of shrinkage or theft in your business 

so you must develop a good security system that is simple, yet effective. 

Security 

 Keep your storerooms neat and tidy. 

 Avoid stacking an item in two or more places. 

 Ensure that no inventory moves in or out of your business without proper 

documentation and entry on inventory cards. 

 Keep stores under lock and key and have adequate fire and theft protection. 

 Check deliveries in and out of the business. 

 Before paying a supplier for inventory supplied, check that the prices charged are 

the same as the prices quoted.  

Inventory turnover rate 

Annual Sales ÷ Average Inventory Level = Inventory Turnover Rate 

 

Ensure that you know what the inventory turnover rate norm is for your type of business.   
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Example 

Richard owns a Supersaver store.  His annual sales are $12,000,000.00.  His average inventory 

at selling price in his store is $800,000.00. 

 

Annual Sales ÷ Average Inventory = Inventory Turnover Rate 

 

$12,000,000.00 ÷ $800,000.00 = 15 Inventory Turns Per Annum 

 

Just-in-Time (JIT) 

This is a Japanese approach to controlling inventory which is used by many large 

organisations; for example, Toyota.  The basic idea of JIT is to reduce order sizes so that 

orders arrive as close as possible to the time they are required.  The idea is to minimise the 

costs of moving and storing stock. 

 

A simple inventory control system you can use: 

 

STATIONERY  

INVENTORY SHEET 

       

Order Day Tuesday Contact:  Joan Tel: 555 1452 Fax: 5551453 

Product Re-Order Inventory Order Inventor

y 

Order Inventor

y 

Order 

Correction fluid 12 2 10 6 6 4 8 

Computer paper 10 2 8 4 6 3 7 

Fax paper 24 2 22 1 23 2 22 

Printer ribbons x 215 2 0 2 0 2 0 2 

Staples 1 1 0 0 1 1 0 

Message pads 10 6 4 2 8 1 9 

Pencils 24 0 24 2 22 1 23 

Toilet rolls 48 24 24 0 48 24 24 

 

Some information that we can obtain from the table above: 

 

 The quantities of inventory used over a period of time; for example, one month.  

You could use this information to purchase in bulk once a month, instead of every 

week. 

 Look at the fax paper row - the business seems to be over-stocking this item.  

Maybe the re-order level should be reduced. 

 In the case of the printer ribbons, the re-order level should be increased. 

 There seems to be a problem with the consumption of toilet rolls in week two.   

There could be a theft problem; this should be discussed with the staff.  However, 

there may be a valid reason for an increase in consumption. 

Inventory Sheet 

 You can use the above table to manage inventory in the different sections of your 

business.   
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 Develop a table for each section or department. 

 Ensure that you appoint one person to place all orders so that you can easily 

control stock levels. 

 Manage and monitor your inventory re-order levels. 

 You could also include product codes, cost price and selling prices if you wish. 

Computers 

If you run a business with a reasonably large quantity of inventory and do a lot of invoicing 

and purchasing, it is a good idea to use an inventory control package.  Many of the off-the-

shelf accounting packages include an inventory control program. 

 

 

For Your Business 

Develop a simple inventory control system on paper or on a computer spreadsheet. 
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Credit Control 

 

Module Learning Objectives 

After studying this module, you should be able to: 

 Understand the advantages and disadvantages of offering 

credit. 

 Understand what controls need to be put in place. 

 Understand how to recover debts outstanding. 

 

 

 

 

 

 

 

Module 
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After you have made the sale, you will be faced with the problem of controlling your accounts 

receivable. In a small business, accounts receivable should fall under the control of the 

owner.  Many small businesses fail because they incur too many bad debts. If you have to sell 

on credit, make sure that you have strict controls in place. 

Some advantages of allowing customers to buy on credit 

 It is convenient for the customer to buy,  so you will usually experience a growth 

in sales.  Customers tend to spend more when buying on credit. 

 It helps the business to survive in a very competitive market.  In some industries, 

you don’t have much option but to sell on credit if your competitors are offering 

credit terms.    

 It helps you build customer loyalty and therefore, market share. 

 It can be used as an aid to advertising if you can offer better credit terms than 

your competitors. 

 You can use the information obtained from your debtors to improve your 

marketing by sending them promotional material with your monthly statements. 

 It helps to develop better relations with your customers.  Because they buy on a 

regular basis, you will get to know them and their business personally. 

Disadvantages of allowing customers to buy on credit 

 You will have to wait for your money.  

 You will often receive late payments. 

 You have to remind your customers to pay. 

 You risk having bad debts. 

 If you are forced to borrow capital in order to offer credit, you will have to pay 

interest on the money, which often cannot be recovered from the customer. 

 It costs money to control your debtors.  You will have to employ extra staff to 

handle the administration of your accounts receivable. 

Useful guidelines 

 Make provision for bad debts. 

 Get clients to fill in a credit application form when opening an account and don’t 

make exceptions. 

 Screen you credit applicants and run credit checks. 

 Place individual limits on the amount of credit you extend to a client.  If you use 

an accounting package, this can be done quite easily. 
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 Ensure that you print you credit terms on invoices and clearly indicate the 

payment due date. 

 Develop a good system to monitor and control all accounts.  Ensure that you do an 

age-analysis often to see which accounts are current, 30 days, 60 days or 90 days. 

 Promptly and diplomatically follow-up potential bad debts and delinquent 

accounts. 

 Remember, the longer the debtor takes to pay, the less chance you have of 

recovering your debt. 

Reasons for customers not paying on time 

 They have over-extended themselves and cannot afford to pay you. 

 They don’t have good systems in place and forget to pay their accounts. 

 They intentionally pay late and need reminding. 

 The customer believes there is an error on the account. 

 The customer cannot pay because they are going bankrupt. 

 The customer is holding back payment because they are not happy with your 

service. 

 

How to handle overdue accounts 

 

Contact the customer by telephone 

 Be prepared with all the information before you contact the customer. 

 Ensure that you get through to the person that it responsible for paying the 

account. 

 Be friendly and understanding – remember, you want to recover your money but 

still maintain the customer. 

 Stick to your facts. 

 Be firm, not threatening. 

 Make notes of specific aspects of the conversation. 

 Get the customer to commit to pay a specific amount on a mutually agreed date 

and time. 

 Follow up to see that it is done. 
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Credit collection letters 

 Once the customer has over-extended their credit terms, send them a reminder 

letter.  These are available at stationery stores or on the Internet. 

 Make sure that the letters are friendly.  The customer could have a genuine reason 

for not paying. 

Personal contact 

 This often works if the customer has ignored previous requests to pay. 

 Always offer to collect the cheque in person. 

Tracing agents and debt collecting agencies 

 They usually charge a fee on the amount recovered, reducing your profit. 

 Make sure you deal with a reputable company - ask for references. 

Legal action 

 Instruct a lawyer to take legal action. 

 This is costly and should only be used as a last resort. 

For Your Business 

1. Look at your Debtors List and do an age analysis i.e. list your debtors that are: 

 Current 

 30 days 

 60 days 

 90 days 

 Over 90 days 

2.     Develop a plan to reduce your debtors that are 60 days, 90 days and 120 days. 
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Credit Application Form 

Business Contact Information 

Name & Title: 

Company Name: 

Phone: Fax: E-mail: 

Registered company address: 

City: Province: Postal Code: 

Date business commenced: 

Sole proprietorship: Partnership: Corporation:  Other:  

Business and Credit Information 

Primary business address: 

City: Province: Postal Code: 

How long at current address? 

Telephone: Fax: E-mail: 

Bank name: 

Bank address: 

City: Province: Postal 

code: 

Phone: 

Type of account Account number 

Savings   

Cheque  

Other  

Business and/or trade references 

Company name: 

Address: 

City: Province: Postal Code: 

Phone: Fax: E-mail: 

Type of account: 

Company name: 

Address: 

City: Province: Postal Code: 

Phone: Fax: E-mail: 

Type of account: 

Company name: 

Address: 

City: Province: Postal Code: 

Phone: Fax: E-mail: 

Type of account: 

Agreement 

1. All invoices are to be paid 30 days from the date of the invoice. 

2. Claims arising from invoices must be made within 7 working days. 

3. By submitting this application you authorize _____________ to make enquiries to 

the banking, savings, business, and/or trade references you have supplied. 

Signatures 

 

 

 

Title: 

Date: 

 

 

 

Title: 

Date: 
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Sources of Finance 

 

Module Learning Objectives 

After studying this module, you should be able to: 

 Understand the sources of finance. 

 Understand how to apply for a loan. 

 

 

 

 

 

 

 

 

 

Module 
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Loan application 

Finding money to finance your small business is always a challenge.  Most banks are not 

really small business friendly, especially if your business is a start-up.  Remember, where 

there is a will there is a way, so don’t give up. 

Sources of finance 

 Personal funds - most small businesses find capital to start-up from their personal 

assets - savings, retirement packages, shares, mortgage bonds on their home, 

insurance policies as security, etc.  You should be prepared to invest as much 

money as possible into your own business if you expect other people to do the 

same.  Remember, the less you borrow, the less you have to repay. 

 Family and friends - this is a good source of funds, but it can cause relationship 

problems if loans aren’t repaid on time.  Ensure that you have an agreement in 

place stating how much you are going to borrow and how repayments are going to 

be made.  Keep things strictly business. 

 Partners – you can invite a person to invest in the business, who then becomes a 

partner.  Ensure that you have a proper agreement in place. 

 Banks, trust companies and credit unions – these institutions offer term loans that 

are payable over a specific period of time.  You will require a good credit record 

and sufficient collateral security for the full amount of the loan, at least.  Your will 

also probably require a personal guarantee.  Remember, banks are risk averse.  

 Government – there are many government programs available to small businesses.  

Visit the websites below to identify programs that suit your needs.  

 Venture capital – some really successful small businesses have been launched with 

venture capital.  The decision whether to invest is based on a Business Plan, so 

make sure that you develop a good one.  You could also contact investors directly, 

but they usually require a higher return on investment. 

 Angel investors – these are investors that are interested in investing small 

businesses with great potential. 

http://www.canadabusiness.ca/grants-and-financing/private-sector-financing/sources-of-

private-sector-financing/  

 http://www.canadabusiness.ca/grants-and-financing/government-grants-and-financing/ 

https://www.bdc.ca/en/articles-tools/start-buy-business/start-business/pages/start-up-

financing-sources.aspx 

http://www.futurpreneur.ca/en/  

http://ncfacanada.org/ 
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Other methods of financing 

 Factoring your accounts receivable – this involves the sale of debts to a third party 

at a discount in return for cash.  The purchaser takes over the collection of debts. 

You are charged a factoring fee plus interest.  If you are working with large 

companies that often pay late, this may be an option to improve your cash flow 

situation.  Contact you local commercial bank for a reference to factoring 

companies. 

 Invoice discounting – the invoices are sold to the purchaser at a discount who then 

collects them.  If you are doing business with a large company and want to have 

your invoices discounted to improve your cash flow, you could have your invoices 

cashed in at a discount.  Remember, there is a cost involved. 

 Leasing - you can lease a lot of your business equipment or motor vehicles etc.  

The advantage of leasing is that it does not tie up your money and the expense is 

fully deductible. 

 Accounts payable – ask your suppliers to give you 30 or 60 days to pay back 

inventory.  This is interest-free money.  If you don’t ask, you don’t get! 

 Customers – ask your customers to pay for orders in advance or at least make a 

deposit. 

Forms of security 

When dealing with banks you will be asked what security you have to offer.  Here are 

some examples of security that they will accept: 

 GIC’s at banks. 

 Properties. 

 Insurance policies. 

 Cession of accounts receivable. 

 Notarial bond on movable assets of the business. 

 Guarantees from third parties. 

 Shares and unit trusts. 

Types of loans 

 Long-term loans secured on fixed property (5  - 30 years). 

 Hire purchase loans - fixed assets may be secured by hire purchase or lease 

agreements. 

 Line of credit - usually for running expenses and working capital.  Interest charged 

will be on your daily balance.  
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How to apply for a business loan 

 Present your proposal in a professional-looking Business Plan format. 

 Clearly indicate exactly what your financial requirements are and how you intend 

using the money. 

 State specifically what security you are prepared to offer. 

 Ensure that you are professional when dealing with the bank. 

 Never expect an instant decision to be made. 

 Always negotiate the interest rate charged. 

 If one bank turns you down, go to another. 

Government programs 

 Go to http://www.canadabusiness.ca/grants-and-financing/government-grants-

and-financing/ and click on finance. There are programs for: Aboriginals, farmimg, 

art festivals, book publishing, music, apparel and textiles, magazines publishing, 

exporting, science and technology, youth programs and many more. 

CSBF Program (Canada Small Business Financing Act) 

 Loan up to $250,000 to help finance fixed assets 

 Business gross revenue must not exceed $5 million 

 Visit: http://www.ic.gc.ca/eic/site/csbfp-pfpec.nsf/eng/Home  

 To apply for these loans visit your local commercial bank and ask to speak to a 

small business specialist 

BDC (Business Development Bank of Canada) 

 Provides financial solutions and customized services to meet the individual needs 

of entrepreneurs at every stage of their business development 

 BDC offers subordinated and capital risk financing. 

Venture Capital 

 Your business must be in a high growth industry. 

 It must be operational 

 Venture capitalists offer financing in exchange for equity 

 They expect a good return on their investment 

Angel investors 

 These are wealthy investors that invest in small business 

 They are usually found through networking 

http://www.canadabusiness.ca/grants-and-financing/government-grants-and-financing/
http://www.canadabusiness.ca/grants-and-financing/government-grants-and-financing/
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 To find an angel investors you should tell as many people as possible about your 

business idea and that you are looking for investors 

Visit: 

www.angelinvestmentnetwork.ca 

www.angelinvestor.ca 

www.tvg.org 

 

 

 

 

 

Exercise 

1. List 5 sources of finance that you have available to your business. 

2. List what security you have to offer bankers or investors. 
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Human Resource Management 

 

Module Learning Objectives 

After studying this module, you should be able to: 

 Understand the basics of recruiting employees. 

 Understand what employees want. 

 Understand how to motivate employees. 

 Understand employment regulations and how it affects 

small business. 

Module 

20 
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Employees in your Business 

 Ensure that you get the best employees you can afford. 

 Your employees are the key to success in your business - get the ideal team 

together.  

 Motivation affects employee performance.  Ensure that you keep your staff 

motivated so that you can achieve company goals.  

 Happy employees lead to happy customers.  It’s your responsibility to develop a 

great culture and pleasant working environment.  

 Motivated employees make your job easier - determine what motivates them.  

As a business owner, focus on the jobs you are good at and employ others to do the tasks 

you don’t enjoy, can’t do well, or don’t want to do.  As your business develops, your 

objective is to replace yourself with efficient people, leaving you free to focus on your 

business vision as well as the medium to long-term development of your business.  

Getting the right employees 

 Draw up an organizational chart with every job description in your business so 

that you can identify gaps in your team. 

 List the duties of every position.  As your business grows, this could eventually 

develop into a full operations manual for each function in your business. 

 Advertise for people or ask colleagues if they can recommend somebody for the 

position you are offering. 

 Select employees.  If you can afford it, use a reputable recruitment agency to 

assist you. 

 Give employees a Contract of Employment, a Grievance Procedure, a Disciplinary 

Procedure and let them know what is expected of them. 

 Ensure that you develop an orientation program for your new employees so that 

they: 

 Understand the business 

 Understand the industry 

 Are aware of the company vision and goals 

 Get to meet all the employees in an informal setting 

 Become a member of the team 
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              Train employees regularly. Studies have shown that well-trained 

employees are more motivated and productive. Develop your own 

on-going training schedule.   

Tele Sales

Andrew

Marketing

Grow the company brand

Sales staff

Teresa

Sales

Increase our monthly sales

Increase our database

Drivers

James

Distribution

Get our products there on time

Andrew

Owner

Visionary - grow the business

 

Develop an organisational chart to suit your business and ensure that you have a list of job 

requirements for each position to avoid confusion. 

 

Part-time employees or contractors 

A growing number of small businesses are using part-timers or contractors.  Try to develop a 

relationship with a reputable employment agency so that when you require staff to help you 

out, they can arrange someone on short notice.   

 

What do employees want? 

How do we keep our employees motivated?  By finding out what they want.  Some of the 

things that employees want are:  

 To work in a friendly, caring environment. 

  To have a secure job. 

 To be paid a fair wage.  

 To be recognized for doing a good job.  

 To work for fair management. 

 To participate in any decisions that affects them.  

 Interesting and challenging work. 

 Opportunities for promotion and growth.  

 To have a clear understanding of what is expected of them.  
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How to keep your employees motivated 

 

 Lead by example - demonstrate your own motivation through behaviour and 

attitude.  

 Be an organized owner.  Have a plan in place that you can share with your 

employees.  Discuss your vision for the future of the business regularly.  Ensure 

that you have a daily “to do” list that you and your staff can stick to. 

 Provide adequate training. Good training motivates employees - ensure that they 

have on-going training and encourage them to attend training courses; these are 

tax deductible. 

 Give responsibility.  Your employees want to feel that they play a role in the 

success of the business;  so give them responsibility and let them prove their 

value. 

 Give positive reinforcement.  Personally congratulate employees for a job well 

done or for offering excellent customer service. 

 Publicly recognise your employees for good work and service.  Introduce an 

“Employee of the Week” award to encourage you employees to do their best. 

 Understand you employees’ needs.  Some might prefer flexi-time if they have 

children; as long as the job gets done. 

 Ask your employees what motivates them.  Different things motivate different 

people. 

 Listen to your staff - let them know that their opinion is valuable.  Encourage them 

to come up with ideas to improve service, product range etc. Provide personal 

enlightenment and challenges.  Give your staff projects that encourage them to 

develop as human beings. 

 Make it easy for staff to approach you.  Keep employees updated and informed 

about what is happening in the business and how the business is doing.  They 

need to know when things are going well, and vice-versa. 

 Develop a caring attitude. If your employees are working in a pleasant 

environment, customers are going to benefit from this.  You want your employees 

to love coming to work in the morning. As the owner, you are responsible for 

developing a culture of caring. 

 Be likeable.  Your staff will put in that extra effort if they like you, so work on this. 

 Have fun.  Most of our lives are spent at work, so let’s enjoy it. 

 Reward your staff.  Share profits with them if possible. 
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Become a good leader 

 Focus on the business goals. 

 Inspire your people. 

 Develop relationships with employees, partners, customers and suppliers. 

 Change with the times. 

 Work towards your ultimate business vision. 

Visit this website to look at employment standards and regulations for your province: 

 https://www.labour.gov.on.ca/english/es/ 

 

Performance Appraisals 

Conduct performance appraisals on an annual or bi-annual basis so that employees have an 

idea of how well, or badly they are performing.  In your performance appraisal list: 

 Previous period’s goals; were these achieved? 

 Does the employee achieve her/his objectives? 

 Does the employee accept constructive criticism? 

 Does the employee show effective management and leadership skills? 

 Does the employee complete assigned tasks? 

 Does the employee have a good attendance record? 

 Does the employee have good problem solving skills? 

 Does the employee show innovative thinking? 

 Does the employee generate good ideas? 

 Give employees feedback on how they are performing and how they can improve 

their performance.  Communication with employees improves their effectiveness. 

Employment Contracts 

I recommend that every small business owner has a contract for each employee.  In your 

contract of employment include the following: 

 Name and address of employer 

 Name and occupation of employee 
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 Various places of work 

 Date of employment 

 Working hours 

 Wages and deductions 

 Vacation and pay 

 Public holidays they are entitled to 

Employment Rules and Regulations 

 Health and safety 

The Occupational Health and Safety Act covers workers.  As an employer in Ontario, 

you have a duty to instruct, inform and supervise your workers to protect their health 

and safety.  The Employment Standards Branch of the Ontario Ministry of Labour is 

responsible for the administration and enforcement of the Employment Standards Act, 

which provides for minimum terms and conditions of employment in most industries. 

 Vacation and Vacation Pay 

Full-time, part-time, temporary and student workers are eligible for vacation pay.  

Minimum two weeks time off with pay,  per year, for employees employed more than 

12 months.  4% Of total salary for employees who have worked less than 12 months. 

 Public Holidays 

Employees are entitled to public holidays.  Ontario has eight paid public holidays:  

New Year’s Day, Good Friday, Victoria Day, Canada Day, Labour Day, Thanksgiving 

Day, Christmas Day and Boxing Day. 

 Minimum wages are as follows: 

Ontario 01-Oct-2016 $11.40 

 

 Termination of Employment 

Under the Employment Standards Act, an employer can terminate employment at any time. 

However, the employer must give proper notice of termination, or termination pay instead of 

notice.  If an unexpected event, such as a fire or flood makes it impossible for an employer to 

keep staff employed, the employer does not have to give notice or termination pay. 

 Wrongful dismissal 

If an employee feels that she or he has been wrongfully dismissed, the employee may wish to 

consult a lawyer and pursue the matter through the court system. 
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 Severance pay 

This is money paid in recognition of their years of service.  Qualifying workers are entitled to 

receive one week of regular pay for each year of employment, up to 26 weeks.  Severance pay 

must be paid to workers within 7 days following termination of employment. 

 Hours of work and breaks 

Maximum working hours for most employees in Ontario is eight hours each day and 48 hours 

per week.  Workers are not allowed to work more than five hours without a meal break lasting 

30 minutes or more.   If workers (or their union) agree, meal breaks can be shorter than 30 

minutes, but the Ministry of Labour must approve this agreement.  The employer determines 

coffee breaks, or other rest breaks.  

 Overtime pay 

For most workers, overtime pay begins after working 44 hours during any 7-day period. 

Overtime pay is calculated at 1.5 times the regular wage rate. 

 Pregnancy and parental leave 

Pregnant women have the right to take an unpaid pregnancy leave of at least 17 weeks from 

work and new parents have the right to take an unpaid parental leave from work to care for 

their child.  The right to pregnancy and parental leave applies to both part-time and full-time 

workers. 

 Taxation, contributions and deductions 

Employers must ensure that a new employee produces a SIN card within 3 days of being 

hired.  Employers are required to deduct EI (Employment Insurance) premiums, CPP (Canada 

Pension Plan) contributions and Personal Income Tax on behalf of the Federal government. 

The employer and employee share remittances for EI and CPP. 

 T4 Information Return Filing 

A T4 slip or information return and T4 summary to report salary, wages, tips, bonuses, 

vacation pay, employment commissions, and all other remuneration employers paid to 

employees during the year must be given to employees and be filed by employers.  This must 

be done by the last day of February following the calendar year to which it applies. 

 Record of employment (ROE) 

The Employment Insurance Act requires every employer to complete a ROE when an 

employee ceases working. This must be issued within 5 calendar days of employee’s 

interruption of employment due to: ending of employment, employee leaving because of 

pregnancy, injury, illness, adoption leave, layoff, leave without pay, or dismissal. 

 Workplace Safety and Insurance 

The Workplace Safety and Insurance Act covers most industries in Ontario.  Employers must 

pay into the fund.  Contact the WSIB office to obtain a registration kit, which includes 
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information on assessments, coverage, and accident reporting requirements and appeals 

procedures.  

 Employer Health Tax (EHT) 

Unless exempted, all employers must register for the EHT.  For the first $400,000 of payroll, 

employers are exempt from paying EHT. 

 Are you employing a self-employed contractor? 

Contractors are people that own and operate their own business and have to remit their own 

taxes and deductions.  If the self-employed contractor has fixed hours, you supply equipment 

and tools and you manage him, he could be classified as an employee by the Ministry of 

Labour and therefore, you are responsible for making salary deductions.   Be aware. 

 Human Resource Specialist 

As your business grows beyond ten employees, it is advisable to employ a part-time human 

resource expert that can help you manage your employees.  If you operate in a unionized 

industry,  getting a good labour lawyer is essential.  

 

 

Exercise 

1. Develop an organisational chart with each employee’s job function for your own 

business. 

2. List some incentives that you can introduce to motivate your staff. 

3. List what training you plan to introduce to improve your staff knowledge and 

productivity. 
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Success Secrets 

 

Module Learning Objectives 

After studying this module, you should be able to: 

 Understand what makes a successful small business 

owner. 

 Understand the importance of setting goals and 

objectives. 

 Develop you own goals that you would like to achieve 

over the next few years. 

Module 

21 
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From the many small businesses we have trained, here are some thoughts on what has made 

some of them stand out among the rest.  Stick to these simple guidelines and your chances of 

success will increase dramatically. 

Success Secret No.1:  Take 100 % responsibility for your life 

 “If it is to be, it is up to me.”  Nobody can make you successful but yourself.   

 Believe in yourself.   

 Develop enthusiasm. 

 Be positive. 

 Control in life what you can, not what you can’t. 

Success Secret No.2:  Live your life on purpose  

 Do what you love and you will become a success. 

 To succeed, you need to have a passion for what you are doing. 

 Do the job right, every time. 

 Customers can sense commitment. 

 If you do what you love, the money will take care of itself. 

Success Secret No.3:  Be willing to pay the price for your dreams 

 You need to be willing to pay the price for success. 

 Success takes hard work. 

 Aim high; most people don’t aim at all. 

 Stay focused. 

 You can get practically anything you want in life - if you are willing to pay the 

price. 

Success Secret No.4:  Boost you self confidence 

 Look for small victories every single day. 

 Learn from your mistakes. 

 Look and sound confident. 

 Adopt a confident approach to every day. 

 Reward yourself for your achievements. 
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Success Secret No.5:  Become an expert in your field 

 Do everything possible to improve your skills. 

 Read as many good books as possible. 

 Expose yourself to high quality information. 

 Work towards being an expert in your field. 

 Learn from the best in your field. 

 Teach others - the more you teach, the more you learn yourself. 

Success Secret No.6:  Develop a positive mental attitude  

 Practice visualisation – seeing yourself achieving whatever your goals or dreams 

are. 

 Make positive affirmations; these are statements that you repeat over and over 

again. 

 What you think of yourself is responsible for your success or failure. 

 Success is a choice. 

 Associate with positive people. 

Success Secret No.7:  Write out a plan for achieving your goals 

 Make it simple 

 Specific and measurable 

 Have a time limit 

 Have an action plan 

 It must be written down 

 Challenging and exciting 

 Flexible and it must be reviewed 

 Achieving goals must be rewarded 

 Set annual, 5 year and 10 year goals 

Success Secret No.8:  Find great mentors 

 Find a mentor/s you can work with 

 Form a mastermind group 

 Choose good people 
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 Ensure each person makes a commitment 

 Decide where, when and how often you will meet 

 Decide on an agenda 

Success Secret No.9:  Never give up 

 Do not ever think of giving up as an option. 

 You must be willing to do whatever it takes. 

 Persevere until you succeed. 

Success Secret No.10:  Don’t delay 

 We don’t know how long we have to achieve our dreams, so start now. 

 The clock is ticking, there are no time-outs, and sooner or later your number is 

going to be called. 

 

 

Exercise 

List 5 personal and 5 business goals that you would like to achieve over the next year. 
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The Importance of Mentors and 

Mentorship in Small Business 

 

Where do you obtain the best advice to improve the running of your own business?  I believe 

it’s from other small business owners.  They understand the problems you are encountering 

because they have experienced similar problems themselves.  Why re-invent the wheel when 

you can obtain information that will solve your problems, for free?   

 

There are quite a few mentorship programs that you can take part in:   

 

One–on–one mentorship 

Before you choose an ideal mentor or coach, do an honest analysis of yourself and list your 

strengths and weaknesses.  Once you have highlighted your weaknesses, go out and look for 

someone that has the strengths that you need.  Where will you find these mentors? 

 Among your family and friends. 

 At local business service centres. 

 At business training schools, universities and colleges. 

If you have no luck finding someone among these groups, contact your local Chamber of 

Commerce and ask them for some of the most successful small businesses in your area.  

Approach these business owners directly- all they can say is no. 

Group mentorship   

Nobody knows everything about business, so instead of only one mentor, why not make use 

of a group of small business owners with different skills that you can use as your board of 

advisors?  Arrange to meet monthly to discuss problems you are encountering in your 

business and offer advice to each other.  This really works well. 

 

 You meet other small business owners. 

 You share knowledge. 

 You do business with each other. 

 You come away motivated – there is nothing more motivating than being in a room 

with other small business owners. 

 You share ideas. 

 You encourage each other. 

Why not start a group in your area or join a group at your local Chamber of Commerce or 

Board of Trade? 
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Brain-Storming Groups 

You can use this forum to help each other come up with different marketing and sales 

methods and other relevant information that you may require.  How often have you had this 

great idea that you would like to run by a few people that you can trust?  These forums follow 

a strict format:  

 The small business owner presents his/her idea to the group. 

 The chosen group comes up with ideas. 

 The chair summarises the findings. 

 Each member signs a confidentiality agreement. 

E-mail, Fax and Telephone Mentorship 

Often we need someone to agree or disagree with our opinion.  You can contact your local 

Enterprise Centre to speak to a business advisor who has years of small business experience. 

When it comes to mentorship, you decide what suits you.  Get a group going that you can add 

value to and that you can also benefit from.  Remember to associate with other successful 

small business owners - success breeds success. 

 

For your own business 

List 5 people that you believe could act as your mentor. 
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Think Big 

Start Small 

Start Now 
 

 

I wish you all the very best for the future as you put your Business Plan into 

action.  

I know you can do it! 


