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	Q1i) Define the term “financial management” in your own words.
I would define the term “financial management” as meaning the efficient and effective way that money is handled to achieve the goals and objectives of the business.

The financial management team needs to be efficient organizers, and also know how to allocate the companies money in the best way to promote the business.  For example; they would not want to spend all of their money on buying product to make and sell and then on employees to sell the item.  As if they did, the business may not generate any revenue as they may not be able to sell their product.  The financial management team would need to look at the bigger picture at all times.

ii) How do business and personal finance differ?
The website ‘Chron’ (www.smallbusiness.chron.com) describes business finance as;


“…a term that encompasses a wide range of activities and disciplines revolving around the management of money and other valuable assets.”


Investopedia describes personal finance as;


“…the science of handling money.  It involves all financial decisions and activities of an individual or household – the practices of earning, saving, investing and spending.”


As both of these descriptions have shown, both business and personal finance have to do with how to ‘take care’ of money, but that is where their similarities stop.  They are both very different and have to be thought about and applied differently.
One of the things that I believe differ in business finance than personal finance is, in business finance companies are able to access extra funding when they need it, by allowing experienced entrepreneurs to invest in the company in return for a stake of it.  This money can then be used to help the business grow and develop.  

Unfortunately, in personal finance, this is not an appropriate option, and the closest choice available would be for the individual to take out a personal loan.  However, these do have to be paid back, and often with high interest rates, which could have a detrimental impact on their personal finances instead of helping them.

Another difference between the two different types of finances, is that in business finance, they rely on the product that the company is manufacturing/selling, to make them a profit and to be successful with customers, in order for the company to make any money from it.  (The company can also make money from capital income such as loans or investments, but their primary source of income will be from their product).  Whereas in personal finance, it is down to the individual to generally work for their money in an occupation to earn their money.  (Some people have to live on benefits due to being too ill to work, and it is a similar principle, their benefits is their money to survive upon).

Whereas in business if their product does not sell the business will fail, and employees will be made redundant, the company would cease to exist etc (unless the company can source alternative funding).  The business potentially will have between tens to thousands of people dependent on their success, whereas in personal finance the numbers are much smaller.

A further difference between the two types of finances is in business finance they are able to access extra funding by allowing experienced entrepreneurs to invest in the company, in return for a share/stake of it.  This money can then be used to help the business grow and develop.  This money would not have to be paid back, as it would be considered an ‘investment’ into the business.  If the company wanted to buy that investment out at a later stage, they could do so but only if all parties agreed on the price of the shares etc.

Unfortunately, in personal finance this sort of option is not available, and the closest they would be able to do is for the individual to take out a personal loan.  This would however, potentially come with a high interest rates which could have a detrimental effect on their personal finance.

Personal and business finances also differ, as with personal finances, an individual starts off not needing any ‘money’, and any that they are given is considered a bonus, that they can spend on what they like.  This is their childhood phase of life and they would not have to go out and get a job to ‘pay their way’, instead they may be given pocket money, and may be asked to do some simple chores in return.
As the individual starts to grow through life, and works through from the ‘childhood’ phase to the ‘adolescence’ one, they may get a part time job to supplement any pocket money they get to enable them to buy themselves little treats etc.  If they want to make a bigger purchase, they would be likely to save up their birthday money, pocket money and any earnings they have to get it, but they are not dependent on work for money as they are still cared for in this sense by their parent/guardian.

The individual continues to grow and they enter the phase of being a ‘young adult’, and at this point there are a number of different variables.  Some individulas will decide to go to university or college, they may be funded by their parents and not need to get a job to help them through.  Others whilst at college or university may need to get a part time job to support themselves as well as getting a student loan whilst they are doing their studies.

There are other individuals in this ‘young adult’ category who would not seek higher learning and instead would go into full time learning and instead would go into full time work, in order to try and ‘move into the world on their own’.  They may look to renting their own place etc, and for these types of ‘young adults’ and the ones in college/university that are supporting themselves, they are starting to learn valuable lessons regarding money, how to budget and that they need to work to live the life they want.

When the individual reaches ‘middle age’, their personal finances are at a stage where they will be hopefully working to earn money, to save money, to pay bills and to plan for their future.  This is also the part of their life where both their income and expenditure is at their highest.

As individuals move into their later years or ‘old age’ they have less of an income from a specific salary, as many are retired and are now dependent on a pension.  By this point people who own their homes generally have either much smaller mortgage payments or none at all, so their outgoings become less.

When you compare the ‘stages’ of an individuals personal finanace to that of business finance, in business finance they are the opposite in the beginning to personal finance.  They start of requiring a lot of money/capital to initially start the business, which is likely to come from their own pocket, and occasionally they may get some investors.

Unlike in personal finance where there is a very much ‘set trend’ of how the person will either depend on others or themselves, or how much they will hinge on money, in business finance, they will always need a steady flow of income in order for the business to succeed.  The majority of this should come from the product they are selling, however they may get ‘cash injections’ from investors in times of trouble.  If the business wishes to expand at all it will also need additional funds, so all in all business finance is quite an unpredictable trend in comparison to personal finance.

iii) What could be the main objectives of a financial management team?
I believe that the main objectives of a financial management team could include;
· Risk Management – This is often a primary objective for the financial management team, especially in larger companies.  The role that it has, is to make sure that business do not face any unnecessary risk from a varied number of financial situations for example; they would look at a potential business investment and also look at a potential business investment and also look at the risk involved in investing in said venture.  

If the risk was a negative one for the business, then it would be the job and the duty of the financial management team to advise this to the business, as there would seem to be a high chance at them losing their investment, which could have detrimental consequences for them.

On the alternative, if the investment looked profitable and appeared as if it was going to be successful and make the company money, then it would be their job to advise this information also, as it appeared to be a good investment for the company.  (When looking at risk management, the financial management team are unable to look into the future and have clear, certain predictions, they can only advise on the information they have gathered, which may turn out to be wrong, but this is normally in rare instances, as it is their job to ensure they can try and be as accurate as possible).

· Support Accounting – The financial management team has another objective to support their companies accounting department.  To do this they would normally evaluate the data provided by the accounting department and check for any errors (in other words ensure that this data/information is precise and effective).  It is vital that this is done, as information provided by the accounting department can often lead to companies safeguarding investments from outside sources, bank loans and other alternative funding for the business.  This means that if this information is inaccurate in anyway, it could cause the potential investors to be given incorrect information, leading to them not investing in the business.

· Improve Operational Controls – Another objective of the financial management team, is that they have the obligation to advance operational controls and workflow.  They do this by reviewing information from several sectors in the business and ensuring that the employees are working within the guidelines that the business has set.

The financial management team can also make helpful suggestions on how the business can improve in certain aspects such as; limiting pointless expenditure, reducing waste, becoming more environmentally friendly, increasing employee productivity and improving employee morale.  By improving on different areas this can help the overall business in a number of ways.

· Provide Decision Information – One of the vital objectives of the financial management team is to provide their company with relevant, accurate and useful information for making business decisions.  They are often the ‘go-between’, amongst the head of the company and the different departments, meaning that they can ‘sift’ through all of the information that they are given by each department and only pass on the necessary parts.

· To Ensure the Businesses Money is Well Handled – This may be one of the primary objectives for the financial management team and can be split into numerous smaller objectives, which include;
- To ensure the companies money is safely invested i.e. funds from the company should only be invested in secure ventures.  This is so that an adequate rate of return on this investment can be achieved.
- To make sure that the shareholders receive adequate return on their investment into the business.  This would depend upon how much the shareholder invested, the market price of the share and the expectations of the shareholders etc.
- Ensuring all funds are utilized correctly.  This means that any money that the business has, needs to be distributed in an appropriate way, making sure that it is allocated to areas that would in the end ‘cost’ the business the least amount.

iv) How does the financial management team work?
The financial management team work by performing a number of tasks that can impact the business and how it will progress.  These tasks include;
· Coordination and Control – This responsibility involves the financial management team liaising with other departments to ensure the success of the business.  Every decision each department makes will have a financial consequence for the business, so part of this task is to look at the ‘bigger picture’ to see where the business money is best spent.  For example; the majority of the revenue generated for the business comes from the sales of the product, and if it is not marketed correctly and to the correct target audience then the sales could be affected.  This in mind, the financial management team would need to ensure that a fair sum of the company’s funds went to the marketing department to ensure the best ‘advertising campaign’ to draw in new customers.  This in turn will sell more product and generate more money for the business.

· Dealing with the Financial Markets – Dealing with the financial markets is something that is part of how the financial team work.  They have to look at current situations and see what is happening and see how this is going to affect the business they work for, as this could affect whether or not their business is going to make or lose money.

· Forecasting and Planning – The financial management team work together to forecast and plan for the business.  To do this they have to link in and interact with other key departments as they try to predict their business future.  These can also be broken down into short-term, mid-term or long-term forecasting, and these predictions help the business to make investment decisions for the future.
 
· Major Investment and Financing Decisions – If the financial management team’s business (that they work for) is successful, it will develop a high turnover in sales or their product.  This would mean that the team would need to work to looking at investing in the business growing as a whole.  This would include; seeing if it would be financially viable to expand the business and to invest in new premises, which would entail new equipment and see new staff.  However, if they were not quite at that stage, they would be able to invest in more equipment for their current set up, to help with their current demand for their product.  All these factors would be looked in to by the financial management team.

· Risk Management – There are risks in all aspects of business such as; unstable interest rates, natural disasters such as fire and floods, as well as ever changing foreign exchange rates.  Some of these aspects cannot be prevented, but they can be risk managed, which is where the financial management team ‘step in’.

· Accounting – The financial management team are responsible for looking after the accounting within a business.  This includes; cash flow reports, financial statements and capital statement etc.  These reports are used by the business to show how the business is doing, and can be provided to potential investors when seeking outlay into the business.

Within this accounting, the financial management team are also responsible for ensuring that all employee wages, and company invoices are paid in full at the correct time.  This means they need to look at the cash flow the business has and then distribute the remaining funds accordingly.  If there are excess funds left, they may advise that this money is put forward for investment purposes such as; purchasing new equipment to expand the company etc.

· Credit Management – The financial management team are responsible for maintaining the credit allowed by the business.  This includes when the business allows their customers to have products on ‘credit’, and they would need to look at the repayment scheme, but also ensure these customers repay this money also.  For example; Mr Jones purchased an item to the value of £1,000 from the business on credit.  This was done on a repayment plan where Mr Jones had signed a contract to say he would have to pay back 25% on top of what he borrowed making it £1,250 (the 25% is the percentage allowing him to have it on credit).  Mr Jones is to pay £125 a month for 10 months, which would clear his debt, however; Mr Jones stops paying his bill.  It is at this point the financial management team would step in and contact Mr Jones, referring him to the contract he signed agreeing to pay back the money.  If Mr Jones still refuses to pay, legal action could be taken, or it could be taken to debt collectors to enable the company to get their money back.

A lot of people do in fact pay their agreed credit amounts from the companies and the financial management team would not need to step in, other than to receive payment from them.

v) Give three examples of external and three for internal sources of finance.
Where finance can be broken down into external and internal sources, it can also be broken down further into these sub-groups into short, medium and long-term sources of finance.

Short-term sources of finance are agreements that normally last for around 1-12 months, medium-term sources of finance are agreements that normally last for between 1-5 years and long-term sources of finance generally go on for more than 5 years.

The term ‘external sources of finance’ is defined in the business dictionary as;


“Venues for obtaining funds that come from outside an organisation.  External sources of finance might include taking on new business partners or issuing equity or bonds to create long term obligation, or commercial paper to take on shorter term debt.”
 

There are a few different types of external sources of finance; however I am going to go into detail about three below.

One type of external source of finance is having a bank loan or overdraft.  This is when the business borrows money at an agreed rate of interest over a set period of time.  This is classified as a medium or long-term source of finance.

There are both advantages and disadvantages to this type of external source of finance.  One advantage being; the repayments are set amounts and are spread over a period of time.  This is useful for budgeting for the business as they know that a certain amount of money will be coming out of their account for so many months.

One disadvantage would be that the bank that they took the loan out from may require security on the loan.  This means that they may have to put something of high value such as the company itself, as a type of an insurance policy, so that if they default on their repayments the bank could take this high value item instead.

A second type of external source of finance is called leasing.  This is where the business gets an asset such as a piece of equipment without having to pay for the whole cost of it up front and at once.  It is sort of like the business is paying to ‘borrow’ the product instead of purchasing it for them.  It also means that they can try several different products without having to commit to buying them first.

When leasing a product, it is normally done through a finance company and would often involve a re-payment scheme.  This type of external source of finance would be classified as a medium-term source of finance.

One of the advantages to this type of external source of finance is that the business can have the full use of the up to date equipment, on their lease.  For example, a newer product comes on the market and they are due to renew their lease, the business could upgrade to the newer product and lease that instead.  They would not have any great initial cost to themselves, their monthly payment may change (as it is a newer product) however they don’t have to pay out an initial large sum as they would if they purchased the product.

One of the disadvantages of leasing products from a finance company is in the end the product does belong to the finance company, and if any repayments are missed they could reclaim it. Companies would need to really consider if it is worth the initial outlay to own the product outright, or it they were comfortable leasing it from another company, and in essence be ‘in their debt’.

The third external source of finance I am going to detail is bringing additional partners into the business.  When businesses bring additional partners into ‘the fold’ this brings new capital into the company as well as a potential source for new ideas.  This could develop the business into being a partnership business.  This type of external source of finance could be any type of duration, as the partner may decide to have them brought out after a year, or have the partnership dissolved after a few years.  Alternatively, the partnership may last for over ten years, each one would be different and would need to be looked at individually.

One of the advantages to having an additional partner would be the investment that they make into the business is one that it is not a loan, it is an investment in the business.  This money would only need to be repaid if the additional partner decided to sell their shares in the business.

A disadvantage to having an additional partner is that any profits that come into the business will now be split into more ways.  For example, if March’s profits were £1,000 and originally there was only one owner of the business, they would take those profits for themselves.  However, if an additional partner came in and purchased 50% of the company these profits would now be split equally between them, which is a big loss for the initial business owner, so they have to consider this option wisely.

The term internal sources of finance is defined in the Business Dictionary as;


“Funds an organisation can raise from the employee contributions, member contributions, retained profits, sale of assets, sale of goods and services etc.”


As with external sources of finances, there are a number of different types of internal sources of finance; however I am going to detail three of them below.
One type of internal source of finance is the owner’s investment into the business.  This is money that comes from the owner’s own savings or own money.  It can be seen in two different forms; either the initial start-up capital of a business which is used to get the company set up or as additional capital, which can be used to help the business grow for example.  This type of internal source of finance is considered to be a long-term source, as it would be something ideally invested for over 5 years (as long as the business does well).

An advantage to this type of internal source of finance is that this money does not have to be repaid.  This owner has in essence ‘purchased’ themselves their own company, so it is like when they buy goods from a store, that is theirs and they own it.  The only difference is, with their business, if it is successful, they will hopefully get financial return from it (and at times they may need to put further money in for future investment etc).

A disadvantage to this type of internal source of finance is there is a limit to the amount of money the owner can invest.  There are not many people in the world that have endless amounts of cash to ‘throw-around’, so the majority of people need to think carefully before starting up and then further investment.  They need to consider – can they afford this, are they financially stable to make such a big commitment, is this a safe use of their money etc?  it is a big commitment, first setting up and then expanding a business.

A second type of internal source of finance is sale of fixed assets.  Selling fixed assets is when the business sells off their resources that they no longer need such as tools and equipment (this may be factory machinery that they have updated for example).  There is a limited to the number of assets a business can sell off, and not all businesses have items that they can sell to increase their finances.  This would be considered a medium-term source of finance.

Once advantage to this type of finance is that it is a good way to raise funds from something that they are no longer using, or needed to update.  So, the business is ‘de-cluttering’ as well as making money from their no longer needed items.
A disadvantage to this type on internal source of finance is this can be a slow way to raise funds for the business.  This is because the business needs to find someone who wants to purchase their used goods at a price they are happy to sell for, which can be a long process.  If they are looking to make money quickly, this would not be the way to do it, and they would need to look at alternative options.

The third type of internal source of finance I am going to detail is debt collection.  This debt collection can be from anyone who owes money to the business; a supplier, another company or a customer.  Many businesses have ‘credit agreements’ with loyal customers and other companies, and if they do not repay this becomes a debt and could be chased to be repaid.

Not all businesses are in a position to be able to do this with other companies or their customers, and have to work on a product for payment basis, so this option would not be viable for them.  It is only a short-term source of finance as generally the repayments are made between 1 and 12 months.

One advantage to this type of internal source of financing is there are no additional costs in chasing outstanding debts, as if the business lends money, ensuring its return is part of the business day-to-day practice.  (This is normally done by the financial management team).

A disadvantage to debt collection as an internal source of finance is that there is a risk that any owing money could go bad and not be repaid to the company at all.  This would leave the business out of pocket; however, this is the risk they take each time they agree to any form of credit with a supplier or customer etc.

vi) What is the importance of financial management in business?
Financial management is a vital part of everyday business, as a good financial management system enables the business to accomplish the bigger picture and daily objectives set out by the business goal.  Financial management cannot be overlooked at any point or any situation as it is that vital to the business.
Some of the reasons that financial management is important include;
· Acquisition of Funds – Within financial management it involves the acquisition of necessary finance to the business needs.  This is an important role within the business as it brings in assets at a low cost.

· Financial Decision and Planning – This affects the whole business operation, as within this function the financial manager inter operates with other key departments such as personnel, marketing and forecasting in order to decide and plan where funds will be allocated within the business (in other words, where is the greatest need and will give back the greatest gain, but also with the smallest amount of risk).  

Many departments are unable to do certain aspects of the job without interacting with the finance manager and their team – this is how important they are to the business.

· Increasing the Value of the Business – Financial management is crucial for increasing the affluence of the investors and the business concern.  The main goal for any business concern is to reach the most amount of profit from their product, and the higher their revenue the increased amount of profit the business owners and investors would receive.

· Promoting Savings – Within actual financial management, they help to promote the business to save money from their profits.  This is because by saving money, it helps the business to have a higher level of profitability and also enable them to increase the business wealth.

· Proper Use of Funds – Proper use of funds means ensuring that they are allocated correctly depending and taking in on a number of variables including; 
- How importantly they are needed
- How high a risk
- Will there be a profit from putting money in etc.

Financial management is used for this and it is vital as it ensures that the businesses money is allocated appropriately within the company.  Without this department/s that desperately need money, may not get it all.

· Helps to Set the Goal within the Business – Explaining all of the business goals are vital for any company.  If they do not know what they are working towards, they will have no targets to set for staff to achieve, the business is unlikely to progress and may end up failing.  Keeping this all-in mind, this is why it is so crucial, and another reason why financial management is important within business, as they are the people that help to set this goal.

· Lowers Expenses – Another reason why financial management is so important within business it helps the company to lower their expenses.  They can do this in a number of ways such as; 
- Ensure that only the correct number of employees are used (the business is not overstaffed, meaning they are not paying staff members in essence to do very little or nothing)
- Look at their energy consumption - see if it would be more cost effective to purchase equipment that are more energy efficient to use in the business (which is also better for the environment).
- Compare their suppliers - go to different suppliers for prices on the items they need to purchase.  For example; just because they have a supplier down the road, it does not mean that this would be the most cost efficient, they need to look at the bigger picture such as; cost, how long will they take to deliver, will they do discounts on bulk purchases etc?
- Purchase items in bulk – often it works out cheaper to buy items from suppliers in bulk, so if the business they work for has an adequate enough store facility, this is something they should also consider doing.

· Tax Planning – Financial management is also important is business as it plans for the business tax payments.  By doing this they can ensure that enough money is put aside to pay their taxes.  For example; if they know that in their current tax year they will not have a large tax payment, but the following one will, then, they can advise the business managers to put off purchasing any major assets (if possible) until the following year, when the business will need the tax write off more.

· Managing Cash Flow – Financial management is so important in business as it helps to manage their cash flow.  This means it ensures that it looks after all of the money coming in and going out of the business.  It ensures that all staff wages and other outgoing payments are made on time and that payments due to the business are received (if not then chased).

If the business becomes short of cash flow and is unable to make all of its outgoing payments in one particular month, the use of financial management can look to see if there are any items that can be delayed in paying until a later stage.  There are certain things such as staff wages, that are non-negotiable, however payment due-date with vendors may be negotiable.

Overall, I believe the use of financial management to be crucial in order for a business to be successful.  If financial management was not in place, many issues could come up such as; employees not being paid, not having enough money to pay the tax bill, having high outgoings versus low incomings, having outstanding debts with vendors not paid to the business and the possibility of the business failing.

2) ”The financial management of any organisation requires a good level of planning”.  Discuss.
The Business Dictionary describes financial planning as; 


“Long-term profit planning aimed at generating greater return on assets, growth in market share, and at solving foreseeable problems.”


Another description of financial planning comes from Wikipedia, where they describe financial planning as;


“…the task of determining how a business will afford to achieve its strategic goals and objectives.  Usually, a company creates a financially plan immediately after the vision and objectives have been set.  The financial plan describes each of the activities, resources, equipment and materials that are needed to achieve these objectives as well as the timeframes involved.”


These are both excellent descriptions of what a financial business plan is, and begin to show why there is a need for planning within financial management.  If we take the second description, it goes on to list all the different aspects that need to be ‘planned’, and the timeframes involved in order for the business to be successful.  If this is not done to a high level of planning, the business could fail.

There are a few different ways that a financial management team could plan within a business which include the following types;
· Operational Planning – This type of planning makes the assumption that there are business-wide goals and objectives in place, and then details ways in which the business can achieve them.  

This is a type of planning that is known as ‘short-range’, meaning that it would normally be for less than one year.  It is also intended to create particular actions to enable the business reach these short-term goals and strategic plans.

They would use this type of planning within financial management to help the business with any short-term goals they wish to achieve.  By achieving short-term goals, it will help the business accomplish long term ones at the same time, as the short-term goals could be the larger goal broken down.  For example; the larger long-term goal is for the company to be positively recognised in the community they are based.  The operational planning to achieve this would be to set up a scheme where employees who volunteer in this local community, and positively represent the company are rewarded for doing so with extra leave etc.

· Strategic Planning – This is a type of planning that examines competition to the business and also the strengths and weaknesses of the business.  It then takes this data and develops a plan on how to implement effective changes to the business so that it can become more successful.

Within financial management they would use this tool to ensure they are paying employees competitive rates of pay, so as companies in similar industry to them so not lure them away.  They can also use it to ensure that they price products correctly, whilst at the same time still allowing for the breakeven point.  To help this they could in addition seek lower priced suppliers to try and reduce the cost of their product enabling to keep the price of the item they are selling lower.

· Short-Term Planning – Short-term planning, also known as ‘short-term financial management planning’ is all to do with the budgeting (also known as ‘profit planning’) of the business.  Short-term planning looks at the businesses money over the next 12 months, and items that will affect this; it is vital for all businesses and answers questions such as;
- “How much stock should be kept in supply?”
- “How much money should we keep in the account to pay all of our bills?”
- “Do we extend credit to our customers?  If so, how much and for how long?

By asking these questions, and looking at the short-term cash-flow of the business it can have an impact on how the business does in the long-term.  For example; if the business does not keep enough money in their account to pay all of their bills in the short-term, they will go into debt, which will affect their credit rating, but could also have an impact on the relationship that they have with their suppliers.  This could result in them not getting the best deal for their goods, meaning they would have to put the overall cost of their end product up, which could result in them losing custom, and worst case scenario they could go out of business.

This example is just one of the reasons why this type of planning is so crucial within financial management in a business.

· Long-Term Planning – This type of planning is done over a number of years, and is done so as some of the business goals may take some time and planning to achieve.

Long-term planning can build upon the work already done and achieved by the short-term planning to achieve the end goal.  For example; the business long-term plan is to expand and to have another store open up.  This is a long-term plan as it will take a number of years, however a short-term plan that could aid this towards the end of this, is before the store opens it will need employees.  The short-term plan could be a recruitment process, including advertising, interviewing, hiring and training of new staff members.

[bookmark: _GoBack]I believe that financial management within an organisation needs a good level of planning, as this role involves a number of complex tasks critical to the success of the business including;
· Assess the business environment.
· Check the business vision and objectives.
· Ascertain the types of assets required to accomplish these objectives.
· Calculate the number of resources that will be needed such as; equipment, labour, materials etc.
· To calculate the overall cost of each of these resources.
· Review how much everything is going to cost the business and create a budget incorporating these costs.
· Highlight any potential risks or issues with the budget that has been set.

If there was not a good level of planning within the financial management of the business, these complex tasks may not get done correctly and could have a detrimental impact on the business such as; missing one of these steps or not completing one fully, meaning that the following step would not be able to be completed – it would have a domino type effect and the business could fail as a result.

I have given some examples as to why a good level of planning is important in financial management, however the reasons as to why this is so important are endless and also include;
· The correct amount of funds has to be made available through planning to cover any goals that the business may want to achieve.

· It aids in helping the business with any growth and expansion plans that it may have, which could have a lasting impact for if the business survives or not. (As businesses often need to grow and expand in order to thrive and survive in business, without growth there is likely to be failure.)

· By having a good level of planning within financial management, it aids to make sure there is an appropriate balance between the money coming into the business and that going out of the business.  This helps to keep stability in the business, and prevent it from failing.

· It also benefits the business to lower the number of uncertainties that can prevent the business from growing/expanding.  In addition to this it means that it also ensures that the business can become successful in growing (wherever possible), as it plans for anyway that it could be ‘held back’, such as; lack of funds for expansion.

· Investors are more likely to put their money into a business that has a good level of financial planning.  This is because they know that their investment will be safe and they are likely to get a return on their investment.

Case Study.
1) Give one example of a fixed cost for ‘Tasty Break’ and one variable cost.
One example of a fixed cost that ‘Tasty Break’the sandwich business would have is the rent on the building/space they would work from.  This is because a fixed cost is a cost that does not increase or decrease in value with the amount of product sold.  This meaning, ‘Tasty Break’ could sell 1 sandwich or 1,000 sandwiches and this cost would stay the same.
One example of a variable cost for ‘Tasty Break’ sandwich business would be the cost of the bread they use.  This is because the more sandwiches that this company sells they more bread they will need to purchase, changing the cost but if they sell fewer sandwiches then they will need to purchase less bread, lowering the cost.

2) What happens to the breakeven point if:
a) The price of a sandwich is reduced to £1.50.
If the cost of the sandwich was reduced, the breakeven point would become higher and the company would need to sell more sandwiches to reach it.

b) A cheaper bread supplier is found reducing production costs to 70p?
This would lower the breakeven point, meaning that less sandwiches would have to be sold before the company achieved it and then went into profit.

c) Fixed costs increase to £1100 per month.
This would increase the breakeven point, as there would be more outgoing on the business than previously and the price of the sandwich and the cost of the suppliers have not changed.  To lower this breakeven point, ‘Tasty Break’ would have to look at lowering costs elsewhere that were controllable such as suppliers or increasing their product pricing to lower the breakeven point again.
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