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Diploma in Business Administration Unit 5 Assessment

1.1 Financial management is the management of financial resources in an organisation with the aim of using them effectively. This includes planning, organizing and controlling finances.
1.2 There are similarities in personal and business finance in that both aim to have more money coning in than going out in order to operate and survive. Business finac however is responsible for an organisation as a whole. There are many more factors than personal finance that require a detailed level of research and planning. Failure to do so can ultimately lead to failure and closure of a business. 
1.3 The main objectives of financial management should be to create a reasonable budget expressing the goals of a business, generating funds through internal and external sources to allow a business to carryout its objectives and to ensure that a business does not accept financial obligations that it can not fulfill. 
1.4 A financial management team works by determining or estimating the costs of a particular activity as accurately as possible, and then sourcing the funds to carry out the activity, these funds may be internally or externally funded (or a combination of the two). The end goal is to ensure that the business does not operate at al loss, ideally maximizing profits. 
1.5 examples of sources of finance:
Internal: using retained profit, sale of assets, control of working capital. 
External: Loans, grants, trade credit

2. “The financial planning of any organisation requires good planning” This statement could not be more true in my opinion. Every organisation needs funds to operate. The majority of organisations aim to make profit. Without good financial management a business will be lucky to survive it is therefore essential to be able to function and in turn be profitable. Without cash flow a business can not pay staff, buy materials or run equipment, therefore they can not complete tasks and generate revenue which results in failure. 

Case Study

1. One fixed cost of tasty break may be salaries, a variable cost may be the price of bread from their supplier. 
2. a) if the price of a sandwich is reduced to 1.50 they are halving their profit per unit, therefore the break even point is doubled. At 2 pounds per sandwich they need to sell 1000 per month to meet fixed costs, at 1.50 per sandwich they need to sell 2000 per month to meet fixed costs. 
b) If a cheaper supplier is found reducing the cost to 70 pence per sandwich then the shop only needs to sell 770 sandwiches per month in order to break even. 
c)If the fixed costs increase to 1100 pounds per month and the sandwich price remains at 2 pounds with a production cost of 1 pound then they will need to sell 1100 per month in order to break even. 
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