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Explain to participants that this session focuses on understanding: 

● How to develop SMART personal and business financial goals, and 
differentiate between short-term and long-term goals 

● How personal and business financial goals are differentiated and related    
● How a successful entrepreneurial mindset separates and manages personal 

and business goals and finances 
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Acknowledge that we all have dreams, but how do we move from being a dreamer 
to becoming an achiever?   
The first step to transforming our dreams into reality is to set concrete goals that 
can be broken down into small achievable steps.   
The next step is to create a plan that will guide our actions towards achieving our 
goals. 
 
Explain that there are personal financial goals and business financial goals, and it is 
important to differentiate them. 
 
Remind participants that a business’s financial goals must reflect the purpose of the 
business.   
 
Ask participants to reflect on why they have started or want to start their 
businesses.  Is it a hobby, a pastime or a source of income? 
In setting our business goals and identifying appropriate sources of financing, we 
must understand the difference between financial needs for:   

● keeping the business stable during normal operations 
● growing the business  

  
Highlight that transforming our dreams into concrete goals means that our goals 
must be Specific, Measurable, Achievable, Relevant and Time bound.  
S - Specific - What exactly do you want to achieve? 
M - Measurable - How will you know when you have achieved it? 
A - Achievable - Can it be done? 
R - Realistic - Are you willing and able to achieve it? 
T - Time-specific - When will you achieve it? 
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Play the Case study video or Read the Case study 
Explain that we will look at the case of Ana and Ana’s Strawberry Chocolate Cakes.    
Ask participants to try to see if they can identify Ana’s personal and business 
financial goals and how they affect the way she structures her priorities. 
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Present the examples of potential personal and family goals. 
 
Explain that it is important to set short-term, mid-term, and long-term financial 
goals.  
Having specific milestones to hit helps to keep us focused on working toward these 
goals. Reaching each goal gives us confidence and builds our financial skills to keep 
us on track to achieving longer-term goals that will take more time.  
 

● Short-term financial goals can be reached within a year. This may include 
setting a budget, starting an emergency fund or paying off short-term loans. 

● Mid-term financial goals take about five years to achieve, such as paying off 
a loan or saving for children’s higher education. 

● Long-term financial goals usually take more than 5 years to achieve, and 
should be focused on building assets for retirement. 

 
Explain that women entrepreneurs must have a clear list of personal and family 
goals.  It is helpful to set a monetary value for each goal to make them more 
concrete.  Visualizing our goals in an illustration can also encourage and inspire all 
family members to share the same vision and to work together toward achieving it. 
 
Explain that our personal and family goals are our ultimate goals, and our business 
goals contribute to achieving our personal and family goals. 
In defining personal and business goals, women entrepreneurs must realize the 
conditions of scarcity in prioritizing to save and invest before spending on lifestyle 
and luxuries, which are wants and not needs. 
 
Explain that it is important to differentiate between needs and wants.  Family 
leisure like outings, entertainment, vacation, etc., are wants and not needs.   
To achieve the family vision, family members must be disciplined in focusing on 
important needs and living within the family’s means.   
We must realize that we can avoid consumptive loans by delaying gratification and 
letting go of many unnecessary wants. 
 
On the contrary, women entrepreneurs tend to underestimate the need for 
insurance and long-term savings to cover our healthcare and retirement needs. 
These long-term personal goals should become a priority. 
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Present the examples of potential business financial goals. 
 
Explain that some items on the list relate to normal operations while others relate to 
longer term plans. Business financial goals evolve over time, according to the stage 
of a business. 
 
Explain that business financial goals must support personal and family financial 
goals as the ultimate goals.  The more successful and profitable the business, then 
the more benefit it serves in meeting our personal and family goals. 
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Explain that the ultimate goal of a business is to achieve maximum Net Profit. 
Net Profit is the amount of money a business has after deducting all costs, (i.e., cost 
of goods or services sold, operating expenses, interest and taxes) from the total 
revenue.  In setting Net Profit as a business goal, it is important to set a realistic 
monetary value for each period. e.g., $ 1,000 per month. 
 
Explain the following terms: 
 

● Revenue is income generated from sales of products/services from core 
business activities. It is important to remember that Revenue is not Profit. 

● Expenses are costs a business incurs to operate the business and generate 
revenue. This includes Cost of Goods Sold (COGS)/Cost of Services Sold 
(COSS), Selling and General and Administrative expenses.  

● COGS includes the cost of raw materials/merchandise, supporting materials 
and labor directly used in producing products. 

 
COSS includes the cost of labor and supporting materials directly used in creating 
and delivering services. 
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● Selling expenses are costs related to marketing, promotion and sales efforts 
(i.e., advertisements, public relations, sales activities, networking, etc.) in 
selling the products/services. 

● General and Administrative expenses include operational costs such as 
rental, utilities, labor, equipment, licensing, etc. 

● Interest Expenses is the cost of borrowing money from banks, microfinance 
companies and other sources during a specified period of time. 

● Net Profit is the money remaining after deducting interest expenses and 
taxes from the Operating Profit (i.e., OPERATING PROFIT - INTEREST 
EXPENSES - TAXES). 

● Retained Earnings is the amount of Net Profit retained or kept in the 
business for Working Capital, Cash Reserves and Capital Expenditures. 

● Owner’s Drawing - Money drawn by the owners from the business for 
personal use. It is treated as a share of a business's profits, like a bonus, that 
can be drawn by the owners from the Net Profit. 
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Refer to the Case Study of Ana and ask participants to look at her personal/family 
and business financial goals. 
 
Highlight that Ana has separated her personal/family and business goals into short 
and long-term goals.   
 
Ask if these goals are SMART (i.e., Specific, Measurable, Achievable, Relevant and 
Time bound)?  
Please highlight how each of the examples are SMART. 
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Explain that personal and family financial needs can put pressure on the finances of 
the business.   
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This is why it is very important to separate personal and business goals and 
finances, and for entrepreneurs to cover personal finances with salaries.  
Mention that it is important for women entrepreneurs to remind themselves that 
their personal and family goals can be achieved through the benefits, i.e., Owner’s 
Salary and Owner’s Drawings, that can be reaped from reaching their business 
goals.   
 
It is important to differentiate between needs and wants, which are non-necessities. 
Most people mix both and cannot distinguish between the two, so money is 
commonly used to satisfy wants. This is counterproductive to achieving business 
and personal/family goals. 
 
Explain that business and personal goals must be well segregated but not be in 
conflict with each other.  women entrepreneurs must have a clear stance on the 
priority between business needs and personal/family wants.  
 
Should the needs of a business conflict with the wants of the family, which should 
the woman business owner prioritize if resources are scarce? 
 
In such cases, it is useful to revisit the reason for starting the business.  Is the 
business intended to be a hobby, a pastime or an income generator?   What is the 
vision for the business? 
 
There will be no conflict if the family is supportive and agrees to delay family 
comforts in order to operate and grow the business with the understanding that a 
successful business will uplift the family in achieving its shared vision. 
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Ask participants which would they choose? 

• Money for building Assets to make more Money or Money for buying things 
• Save then Spend or Spend than Save 

 
Explain that women wear different hats - as entrepreneurs, wives, mothers, 
daughters and community members. These different roles bring different 
responsibilities.  Sometimes conflicting needs arise, and it is very important to be 
disciplined and be able to separate and manage financial obligations related to the 
different roles. 
Explain the need to educate ourselves and our families on prioritizing business 
needs over unnecessary personal or family wants.   
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The business provides continuity of revenues and personal income, which ultimately 
enables achievement of personal and family goals. 
 
Mention that successful entrepreneurs have a strong mindset that prioritizes  
saving money for building assets to make more money.   
Successful entrepreneurs prioritize business needs over unnecessary personal or 
family wants.  
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Explain that a good entrepreneurial mindset involves the development of particular 
skills or behaviors: 

● Hard Working 
● Disciplined 
● Organized 
● Visionary 
● Optimistic 
● Self Confident 
● Committed 
● Creative 
● Recognizes Opportunities  
● Focus on building Assets 
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Explain that it is important to segregate business money from family money.   
An easy way to do this is to set up separate bank accounts for personal and 
business savings. We must be disciplined in depositing all cash sales into the 
business account.  By accepting digital payments through mobile/internet banking 
and/or e-money apps we can receive sales payments directly into our business 
accounts. 
 



#SheMeansBusiness  
Business Resiliency Program – Speaker Notes 
 

 

Highlight that it is very important for women entrepreneurs to pay ourselves a 
salary.  Personal and family expenses should be paid using our personal accounts 
only.  We must not take or use any money from the business other than the Owner’s 
Salary or Owner’s Drawing.  Any money taken and used must be recorded and 
returned to the business. 
 
Explain that Owner’s Salary is money paid to owner, which is booked as an expense 
under operating costs, while Owner’s Drawing is money drawn by the owner as 
bonus from the business’s Net Available Cash. 
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Ask participants how many of them use their personal/family assets for their 
business operations?  What family assets are being used for the business? In what 
proportion? 
 
Explain that it is common for small business owners to use personal and family 
assets for running their businesses. However, from a financial management 
perspective, it is important to separate and account for costs resulting from the use 
of these assets for business operations.   
 
Explain that it is important to transfer these assets and their usage cost to the 
business when possible.  This is done by listing down all family assets which are 
being used for the business, e.g., living room, kitchen, motorbike, etc., and then 
estimating the usage cost. 
 
To illustrate, in the use of the living room or kitchen, estimate how much we should 
pay if we were to rent the space?  Indicate this value as a Fixed Cost and put aside 
this amount from our revenues to pay the family or to build up this amount of money 
as reserves.  When sufficient reserves are accumulated, we will be able to lease a 
separate space for operating the business in the future.  Thus the house will be free 
from the business activities and the family can enjoy a more comfortable home 
environment. 
 
Similarly, if the family motorbike is being used for business purposes, the use of the 
motorbike should be treated as a cost as if it were a delivery service.   We must put 
aside some money from the revenue immediately for this cost.   The business can 
save this money to buy a motorbike to support business operations in the future. 
This is a good way to segregate family and business assets and expenses. 
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Mention that there are different pressures to make financial decisions, especially 
when it comes to providing funds for needs that are outside the scope of the 
business but that are expected of women.  
 
People around women entrepreneurs could have influence over the decisions we 
make. 
 
These questions will help us understand what influences there are that potentially 
inhibit our efforts to fix our financial problems. 
 
Ask participants who are some of the people or situations around us that affect our 
decisions and to share thoughts on how these pressures affect our business 
performance. 
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Module 2 – Personal Financial Health 
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Modules 

1. Financial Goals 
2. Personal Financial Health  
3. Business Financial Health    
4. Business Financial Records 
5. Business Financial Reports 
6. Costs and Pricing 
7. Business Plan and Strategy  
8. Financing your Business 
9. Financial Services and Digital Technology 
10. Managing your Business Finances in a Crisis 
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Explain to participants that this session focuses on understanding: 

● The importance of financial records in assessing our financial position 
● How our personal financial health can affect our business financial health 
● Common financial problems and steps we can take to manage our personal 

financial problems. 
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Refer to the Case study of Ana and ask participants to look at Ana and Tito’s Family 
Monthly Expenses.  
Highlight that the family spends $ 559 per month which is more than Tito’s monthly 
income of $ 500. 
 
As the family pays for their family and business finances from the same account and 
do not track their payments and purchases, Ana does not know how much money 
she is actually making from the business. 
 
Ask participants to look at Ana and Tito’s Assets and Liabilities next.  Note that their 
liabilities ($19,420) are slightly higher than their assets ($19,165).   
 
Ask participants if they know what this means. 

● Assets are the things we own, such as cash, equipment, vehicles, house, 
property, gold, mutual funds, stocks, livestock, etc. 

Liabilities are the things we owe, such as loans, credit card charges, etc. 
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Explain that it is important to differentiate between needs and wants, which are 
non-necessities.  
 
Most people mix both and cannot distinguish between the two, so money is 
commonly used to satisfy wants. This is counterproductive to achieving business 
and personal/family goals. 
 
Explain that family leisure like outings, entertainment, vacations, etc., are wants and 
not needs.   Family members must be disciplined in focusing on important needs and 
living within the family’s means.   We must realize that we can avoid consumptive 
loans by delaying gratification and letting go of many unnecessary wants. 
 
Explain that taking multiple loans will jeopardize our personal financial health and 
lead to a deficit position, (i.e., negative Net Worth), where our Liabilities become 
greater than our Assets.  
 
Mention that we must also be aware that the costs for consumptive loans are very 
high. 
 
Ask participants if they know how to calculate and compare the cost of credit from 
different providers?  It is important to be able to do so and we will look at this in a 
later module. 
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Explain that the $ 400 business loan from Ana’s mother should not be included in 
the family’s Liabilities as this is a business loan and not a personal loan.   
 
By moving this loan to the business’s Liabilities, Ana and Tito reduce their family 
Liabilities to $ 19,020 compared to their Assets at $ 19,165.  Note that Ana and Tito 
must also adjust the family expenses by removing this loan repayment and 
accounting for it under the business finances. 
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Explain that financial problems fall mostly into three categories: Insufficient cash, 
too much debt, and uncontrolled spending. 
 
Mention that poor credit scoring suggests that the borrower has experienced 
difficulty in paying back loans in the past and might follow the same pattern in the 
future. This might affect the individual’s chances of being approved or receiving 
favorable terms, (i.e., low interest rate) for a new loan.  
 
Refer to Ana’s case and ask participants which of these issues is Ana facing in her 
personal family financial situation. 
 
Explain that to improve our financial condition, we must first look at our financial 
records to identify the source of our problems.   
 
Fixing our financial problems requires self-discipline, perseverance and a shift in 
thinking.  It requires changing our lifestyles to live within our means, and the 
discipline to refrain from taking on more loans while we pay off our debts.  It also 
requires perseverance and creativity to look for ways to generate more or 
alternative income 
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Explain that the following are some ways to manage our personal financial 
problems: 

● Track Expenses 
Record All Expenses - Differentiate Needs And Wants; Create A Budget 

● Reduce Expenses 
Change How You Spend - Cut Unnecessary Expenses; Downgrade Lifestyle  

● Increase Income 
Find Extra Money - Increase Marketing; Take A Second Job; Sell Unused Goods, etc. 

● Manage Debt 
Create A Loan Payment Plan - Pay Off Highest Interest Loans First 

● Start Saving 
 
Create a savings plan - Set aside money for emergencies and financial goals 
First, we need to understand our spending patterns to identify which expenses can 
be reduced or eliminated, and to create a Budget.  
 
Explain that a Budget is a spending plan that guides us on allocating and spending 
our money towards different needs, thus helping us to control our spending. 
Other remedial measures include: 

● Seeking ways to increase our income to pay off loans and set money aside 
for saving;  

● Creating a debt plan and paying off loans with the highest interest rates first.  
● Creating the habit of saving, by setting aside whatever money we can, no 

matter how small, towards our emergency funds and financial goals.   
● It is helpful to save our money for different goals in different bank accounts, if 

possible. 
 
Mention that we can give ourselves a little reward for each milestone achieved. A 
cup of ice cream will do! 
 
Refer to Ana’s case and ask participants which of these actions should Ana 
prioritize in order to improve her personal family financial situation. 
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Explain that the Personal Financial Health Check is a simple assessment we can do 
to evaluate our current financial condition, (i.e., our Net Worth) and identify our 
challenges.  
 
It is important to realize that our personal financial problems will pose a risk to our 
business performance and wealth. By having a clear picture of our financial 
position, we can start to develop a plan to make improvements. 
 
Explain that one clear indication of financial problems is when our Liabilities exceed 
our Assets. 
 
Refer to Ana’s case and ask participants if Ana’s Net Worth is positive or negative. 
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Explain that Personal Financial Records consist of lists of our Assets, Liabilities and 
all our financial transactions - salaries, other income, expenses, loan repayments 
etc., in a given period. 
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Explain that there are different types of Assets. 

● Cash is real money in the form of physical notes or savings in the bank. 
● Liquid Assets are things that are easy to sell or to be converted into cash, 

(e.g., time deposit, gold savings, etc.). 
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● Personal Use Assets are things that are used for personal comfort and 
enjoyment and not for generating income, (e.g., house, personal car, jewelry, 
etc.). 

● Investment Assets are things that can generate money, (e.g., rental car, 
lodging house, etc.). 

 
Refer to the List of Assets template in the workbook. Explain how to use this record 
and encourage participants to write down their list of Assets. 
 
Explain that it is common for small business owners to use personal and family 
assets for running their businesses. However, from a financial management 
perspective, it is important to separate and account for costs resulting from the use 
of these assets for business operations.   
 
Explain that it is important to transfer these assets and their usage cost to the 
business when possible.  This is done by listing down all family assets which are 
being used for the business, e.g., living room, kitchen, motorbike, etc., and then 
estimating the usage cost. 
To illustrate, in the use of the living room or kitchen, estimate how much we should 
pay if we were to rent the space?  Indicate this value as a Fixed Cost and put aside 
this amount from our revenues to pay the family or to build up this amount of money 
as reserves.  When sufficient reserves are accumulated, we will be able to lease a 
separate space for operating the business in the future.  Thus the house will be free 
from the business activities and the family can enjoy a more comfortable home 
environment. 
 
Similarly, if the family motorbike is being used for business purposes, the use of the 
motorbike should be treated as a cost as if it were a delivery service.   We must put 
aside some money from the revenue immediately for this cost.   The business can 
save this money to buy a motorbike to support business operations in the future. 
 
This is a good way to segregate family and business assets and expenses. 
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Explain that Productive loans are loans taken for income generating activities, or 
loans for buying assets with potential value increase, (e.g., housing loan, loan for 
buying laptop for work, etc.). 
 
Consumptive loans are loans taken for consumption activities, (e.g., loan for leisure 
trips, credit card charges for lifestyle shopping, etc.). 
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Ask participants to compare Ana’s productive loans and consumptive loans.  Which 
one is bigger?  
 
Refer to the List of Liabilities template in the workbook. Explain how to use this 
record and encourage participants to write down their list of Liabilities. 
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Explain that we can create our monthly financial record by simply listing our monthly 
income, monthly expenditures, savings and debt repayment or loan installments. 

● Monthly income includes salary and other financial income like government 
benefits, rental of property and equipment, interest from bank deposits, etc. 

● Monthly expenditures include all costs for living, family consumables and 
lifestyle costs which are expenditures for social life, fashion, hobby, leisure, 
etc.   

● Savings is money set aside for future spending. This could be in any form of 
savings - traditional savings or investments in gold, mutual funds, stocks, etc. 

● Debt repayment are payouts to repay loans, credit card charges, etc. 
 
Refer to the Monthly Financial Record template in the workbook. Explain how to use 
this record and encourage participants to record their financial details today. 
 
Explain that by listing our income, expenditures, savings and loans, we can see how 
we are spending our money and determine measures for utilizing our money 
optimally. 
 
We will be able to compare which allocation is larger: 

● Daily living or lifestyle costs?  
● Monthly savings or lifestyle costs? 
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Refer to the Case study of Ana and ask participants to look at her Personal Family 
Financial Record.   
 
We can identify several issues as well as solutions to reduce their expenses 
including: 

● Supplement family income with additional income from the business 
● Reduce child’s allowance and spending on diapers 
● Reduce family recreation, Tito’s hobby and Ana’s personal shopping 

expenses 
● Sell the second motorbike to repay the loan and recover some money 

 
Highlight that it is important to note that the business loan from her mother should 
not be included as a Personal Liability and should be separated from the family 
finances.  This loan and repayment should be accounted for under the business 
finances. 
 
By removing the business loan repayment, selling the second motorbike and cutting 
some expenses, the family can reduce expenses by $ 68 and have a positive 
balance of $ 9. This money left over can be saved towards their family goals.   
 
Reducing expenses requires the family to differentiate between their needs and 
wants.  The family must be disciplined and supportive in changing their lifestyle in 
the short term. 
      
Note that if Ana can sustain and grow her business, the family can be reimbursed a 
sum of $ 22.50 from the business for the use of the kitchen, electricity, housekeeper 
and Ana’s communication expense.   
     
The biggest point is to sell the second motorbike for $ 800 and use public 
transportation instead. Proceeds from the sale will allow the family to repay the 
remaining loan of $ 730, and Ana will be able to inject the balance of $ 70 into the 
business as additional owner's equity.  
      
Ask participants if there are other ways for the family to reduce their expenses.  
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Explain that we can also use financial ratios to determine our personal financial 
position.  
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Refer to the Case study of Ana and ask participants to look at her Personal Family 
Financial Health Check.  The financial ratios are computed after adjusting the family 
finances to exclude the business loan from her mother. 

● Net Worth: Healthy if Assets vs. Liabilities is above 60% of Total Assets 
 
Net Worth is calculated by the difference between Assets and Liabilities divided by 
Assets 
Ana’s family Net Worth ratio is calculated as (19,165 - 19,020)/19,165, which is equal 
to 0.8%.   

● Loan installments vs. Income: Loan must be maximum 30% of Income 
 
Loan installments vs. Income is calculated by Monthly Loans Repayment divided by 
Monthly Income  
Ana’s family Loan vs. Income ratio is calculated as 120/500 which is equal to 24%.   
  

● Emergency funds: Available funds of 3 - 6 months of Expenses  
Emergency funds is calculated by Total Savings divided by 3 x Total Monthly 
Expenses (i.e., at 3 months of Expenses) 
 
Ana’s family Emergency Funds is calculated as 5/(542x3) which is equal to 0.3%.    
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● Savings vs. Income : Regular Savings of minimum 10% of Income every month  
Savings vs. Income is calculated by Monthly Savings divided by Monthly Income    
Ana’s family Savings vs. Income ratio is calculated as 5/500, which is equal to 1%.   
 

● Lifestyle costs vs. Income: Lifestyle vs. Income ratio should be less than 
Savings vs. Income ratio. 
 

● Lifestyle costs vs. Income is calculated by Monthly Lifestyle costs divided by 
Monthly Income 
 

● Ana’s family Lifestyle vs. Income ratio is calculated as 56/500, which is equal 
to 11%.   

 
 
 
 
 
 



#SheMeansBusiness  
Business Resiliency Program – Speaker Notes 
 

 

Module 3 – Business Financial Health 
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Modules    

1.    Financial Goals 
2.    Personal Financial Health  
3.    Business Financial Health    
4.    Business Financial Records 
5.    Business Financial Reports 
6.    Costs and Pricing 
7.    Business Plan and Strategy  
8.    Financing your Business 
9.    Financial Services and Digital Technology 
10.    Managing your Business Finances in a Crisis 
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Explain to participants that this session focuses on understanding: 

● The importance of managing your business finances and the function of 
financial records. 

● Basic business financial terms including Revenue, Expenses, Profit, Loss, 
Break Even Point, Capital Expenditure, Depreciation, Cash Reserves, Owner’s 
Drawing and Net Profit. 

● How to assess your business’s financial health using information from your 
financial records and financial ratios. 
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Ask participants if they are managing their business finances. 
 
Explain that if we can answer positively to all these questions, then we are doing a 
good job of managing our business finances.  Congratulations!  We must share our 
experience with our peers!   
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However, if we cannot answer two or more questions positively, then we are likely 
facing financial issues and should pay extra attention to this module. 
 
Ask participants how they are managing their business finances. 

● Do they have a budget? 
● Do they evaluate their expenses vs. revenue? 
● Do their customers pay them on time? 
● Are they getting credit from their suppliers? 
● Do they pay themselves a salary? 
● Do they have any cash reserves put aside in case of emergencies? 
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Explain that businesses fail because of many reasons, but two of the top 
contributing factors are: ineffective marketing and poor business financial 
management. 
   
Running out of cash is a small business's biggest risk.  It is common for 
entrepreneurs to find themselves in a situation where they have clients and orders, 
but their capital has been exhausted and there is neither profit nor cash. 
 
Several factors can contribute to this situation: 

● Lack of financial management 
○ No budget - Failing to develop and use a budget, which is a plan for 

setting revenue targets and allocating financial resources towards 
different expenses based on the business strategy. 

○ Poor bookkeeping - Poor or no records of cash inflows and outflows. 
All transactions, no matter how small, must be recorded. 

○ Not managing cash flow - Failure to collect unpaid customer 
payments on time and build cash reserves will severely impact timely 
payment for supplies, salaries and bills. 

● Inability to meet Revenue and Expense targets 
○ Revenue below target can arise from unrealistic revenue projections, 

inadequate marketing and publicity, or underpricing. 
○ Expenses above target can arise from underestimated or 

unanticipated costs, or expenses unrelated to the business (e.g., 
personal or family expenses). 

● Lack of funding 
○ Insufficient Capital - Underestimation of capital needed for business 

operations or working capital shortfalls from poor financial 
management and unrealized revenue and expense targets.   
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○ Overindebted - Continuous cycle of loans to cover new orders and big 
invoices. 

○ Inability to obtain financing/affordable financing -  Difficulty to secure 
financing at lower interest rates without financial statements to show 
the business’s revenue streams or growth potential. 
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Explain that before we can properly determine our business health and manage our 
finances, we must be familiar with some basic financial terms. 
 

● Revenue is income generated from sales of products/services from core 
business activities. It is important to remember that Revenue is not Profit. 

● Expenses are costs a business incurs to operate the business and generate 
revenue. This includes Cost of Goods Sold (COGS)/Cost of Services 
Sold(COSS), Selling and General and Administrative expenses.  

● COGS includes the cost of raw materials/merchandise, supporting materials 
and labor directly used in producing products. 

● COSS includes the cost of labor and supporting materials directly used in 
creating and delivering services. 

● Selling expenses are costs related to marketing, promotion and sales efforts 
(i.e., advertisements, public relations, sales activities, networking, etc.) in 
selling the products/services. 

● General and Administrative expenses include operational costs such as 
rental, utilities, labor, equipment, licensing, etc. 

● Operating Profit is the money remaining after deducting all expenses, 
including Cost of Goods Sold/Cost of Services Sold, Selling expenses, General 
and Administrative expenses, from the revenue (i.e., REVENUE  > EXPENSES) 

● Loss is money lost when expenses exceed revenue (i.e., REVENUE < 
EXPENSES). 

● Break-even point (BEP) is the point at which revenue equals expenses (i.e., 
REVENUE = EXPENSES). 

● Working Capital is money needed to meet payments in day-to-day 
operations. 

● Capital Expenditure (CapEx) is money invested to buy or improve fixed 
assets, such as equipment, technology, vehicles, buildings or land. 

● Net Profit is the money remaining after deducting interest expenses and 
taxes from the Operating Profit (i.e., OPERATING PROFIT - INTEREST 
EXPENSES - TAXES). 
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Ask participants what type of expenses do they incur in operating their businesses.   
 
Explain that there are many ways to look at costs; in terms of their function, in terms 
of whether they are directly or indirectly associated with the product/service 
creation and sale, and in terms of whether they are changing (variable) or 
unchanging (fixed) from period to period. 
 
A business’s expenses fall into two large types or categories of costs, namely Cost 
of Goods Sold (COGS)/Cost of Services Sold (COSS) and Selling, General and 
Administrative (SG&A) costs. 
 
For small businesses, we can consider COGS/COSS as Variable costs and SG&A 
costs as Fixed costs. 
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Explain that Capital Expenditure is money invested by a business to acquire fixed 
or tangible assets such as equipment, technology, vehicles, buildings or land at the 
start of a business or for long-term business expansion. 
 
Refer to the Case study of Ana and ask participants if they can identify Ana’s 
capital expenditure for her business.   
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Explain that we must take into consideration depreciation of assets, (i.e., 
equipment), which represents the usage of an asset within its expected useful 
lifespan.   
 
Depreciation is calculated by taking the cost of the asset divided by its lifespan.  It is 
treated as a non-cash expense. 
 
It  is a way to allocate and set aside money to replace the asset at the end of its 
useful life. 
 
Refer to the Case study of Ana. She bought baking pans and equipment for her 
chocolate cake business and expects the equipment to last 2 years.  
 
To calculate the depreciation or monthly expense for the equipment, she divides the 
cost of the equipment by 24, (i.e., 12 months x 2). 
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Explain that Cash Reserves are cash you set aside from Net Profits for emergencies 
or unexpected expenses and large future expenses such as equipment, rent, etc.   
 
Cash Reserves are created out of the net profits generated from a business’s core 
operations and retained for the purpose of expanding its business or for 
emergencies. It is one of the best resources for internal financing.   
 
Cash Reserves are very important for sheltering the business from unpredictable 
situations, such as the Covid-19 pandemic, price volatility, etc.   
 
With Reserves set aside, we can avoid the need to take on additional short-term 
loans.  
 
It is crucial for women business owners to develop the commitment and discipline to 
build Cash Reserves by setting aside a part of our net profits every month. 
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Refer to the Case study of Ana and ask participants to identify: 

● What are Ana’s Revenue and Expenses? 
● What is her Cost of Goods Sold?   
● What are her Selling, General & Administrative costs? 
● Does Ana have any Depreciation expense?   
● Does Ana have any Cash Reserves?   

 
Explain that Ana’s Fixed costs were not obvious to her previously as she operates 
from her home.  Ana now understands that she must separate and account for the 
use of family assets for her business operations.   She estimates the usage cost and 
will account for these in her pricing and financial statements. 
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Explain that financial statements reflect the business’s current financial health and 
performance over a certain period.   Financial statements are created using 
information from financial records. 
 
Every business is created to make money. A business may have other goals but if 
they are unprofitable then the business will not survive.  
 
It is very common for entrepreneurs to find that they have many customers and 
orders but there is low or no profit, or that their financial records show a profit, but 
their cash flow is low or even negative.   
 
To see whether a business is profitable or not, we must look at the business’s 
revenue, expenses, cash inflows and outflows.  Therefore it is very important to keep 
financial records.   
 
Remind participants that 

● Revenue is income generated from sales of products/services from core 
business activities. It is important to remember that Revenue is not Profit. 
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● Expenses are costs a business incurs to operate the business and generate 
revenue.  This includes Cost of Goods Sold/Cost of Services Sold, Selling and 
General and Administrative expenses.  

● Profit is the money made when revenue exceeds expenses over a certain 
period. There are three types of profit, namely, gross profit, operating profit 
and net profit.  

● Gross Profit is calculated by deducting the Cost of Goods Sold/Cost of 
Services Sold from the revenue. This is not the actual profit as the cost of 
business operations has not been taken into consideration.  

● Operating Profit is calculated by deducting Selling, General and 
Administrative costs from the Gross Profit. 

● Net Profit is calculated by deducting interest expense and taxes from the 
Operating Profit. 
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Explain that Break-even point (BEP) is the point at which the revenue exactly 
covers the expenses. Before reaching the BEP, the business is making a loss.   
 
Beyond this point, the business is making a profit.  

● Total Cost is the sum of Variable costs and Fixed costs. 
● Fixed costs are costs that do not change with an increase or decrease in the 

amount of products/services produced or sold. 
● Variable costs are costs that increase or decrease depending on the 

business’s production/sales volume.  They rise as production and/or sales 
increase and fall as production and/or sales decrease. 

 
Ask participants if they know the minimum number of products/services they have 
to sell to break even. Have they considered all their costs including COGS/COSS 
and SG&A costs?  
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Ask participants how do they evaluate their business health.  Explain that a simple 
way to assess the business financial condition is by comparing the revenue with the 
expenses.   
 
Remind participants that Gross Profit = Revenue - COGS/COSS 

● If Revenue > COGS/COSS + SG&A, this means we have positive Operating 
Profit (i.e., the business is profitable). 

● If Revenue > COGS/COSS + SG&A + Interest Expense + Taxes, it means we 
have Net Profit. Then the business is healthy and has the capacity to grow. 
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Explain that 

● If Revenue > COGS/COSS, it means the Gross Profit is positive. However if the 
Gross Profit < SG&A, then the business is seriously unhealthy. 

● If Revenue < COGS/COSS, then the business is unsustainable as the Gross 
Profit is negative. 

 
Mention that it is normal to cover expenses using reserve capital in the early stage 
of a business when insufficient income is generated, and expenses exceed the 
revenue.   However, if the expenses continue to be more than the revenue, the 
entrepreneur must carefully monitor and evaluate the business operations and 
products/services to identify the problems. Is the issue related to marketing, 
product quality, pricing (i.e., high/low) or other factors? 
 
Explain that it is important for entrepreneurs to realize that if they have an 
unsustainable business then getting additional financing will not help and may even 
lead to disaster.  We must ensure that our businesses are healthy before defining 
our financial needs and trying to access additional financing. 
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Refer to the Case study of Ana and ask participants to look at her Profit and Loss 
report or Income statement for Jan 2019.  Note that net income is the same as net 
profit.  
 
Ana is only making a small profit of $ 20.28 from her business.  She can see her profit 
clearly after separating her personal and business finances and properly 
accounting for her operational expenses. 
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Explain that another way to evaluate a business’s health is by using financial ratios.   
There are many financial ratios and the following are four basic ratios, which are 
simple to compute. 
 
Refer to the Case study of Ana and ask participants to look at her business financial 
health using financial ratios. 

● Revenue vs. Expenses shows if the business is making a profit or loss. 
If the revenue is higher than the expenses, the business is making a profit.  
If the revenue is less than the expenses, the business is making a loss.  
 
The ratio is calculated by dividing revenue by expenses.  
Ana’s business Revenue vs. Expenses ratio is calculated as 184/164, which is equal 
to 112.4%.   

● Liabilities-to-Assets ratio assesses how much a business’s assets is 
financed by liabilities.   

 
It is calculated by dividing the total liabilities by its total assets.   
 
Remember that Assets are the things your business owns, like cash, Accounts  
 
Receivable, inventory, equipment, buildings, etc., while Liabilities are things your 
business owes, like loans, Accounts Payable, etc. 
 
The lower the Liabilities-to-Assets ratio, the stronger the business financially, and 
the higher the Liabilities-to-Assets ratio, the weaker the business.  
 
A ratio of 0.4, (i.e., 40 percent) or lower is considered a good ratio.  
 
A ratio above 0.6 is a poor ratio as it means that there is a risk that the business will 
not generate enough cash flow to repay its debt. 
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Ana’s business Liabilities-to-Assets ratio is calculated as 400/350, which is equal 
to 114.3%.  
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● Debt-to-Revenue ratio shows how much debt the business has compared to 
the income and is used to determine if the business has too much debt or can 
afford another loan.   

 
It is calculated by dividing the monthly loan payment by the monthly revenue.  
 
Loan payment, which is the full installment value including the principal amount, 
interest and other costs, must be below 30% of the revenue.    
 
If the ratio is above this level, the entrepreneur must generate more revenue to 
cover the debt; restructure the debt with other cheaper loans; or inject more capital. 
 
Ana’s business Debt-to-Revenue ratio is calculated as 17/184, which is equal to 9%.  

● Cash Reserves refer to the money set aside to meet short-term and 
emergency funding needs.  

 
Businesses should aim to have at least 3 - 6 months’ reserves to anticipate any 
unpredictable situation that disrupts the business (e.g., the Covid 19 pandemic). 
 
Ana’s business Cash Reserves ratio is calculated as 0/37, which is equal to 0%.   
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Module 4 – Business Financial Records 
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Modules 
    

1.    Financial Goals 
2.    Personal Financial Health  
3.    Business Financial Health    
4.    Business Financial Records 
5.    Business Financial Reports 
6.    Costs and Pricing 
7.    Business Plan and Strategy 
8.    Financing your Business 
9.    Financial Services and Digital Technology 
10.    Managing your Business Finances in a Crisis 
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Explain to participants that this session focuses on understanding: 

● The Importance of recording financial transactions and information to 
monitor and assess business financial performance. 

● A business's cash needs for Operating, Financing and Investing activities. 
● How to track and record sales and expenses using Sales and Expenses 

templates and Accounts Receivable and Accounts Payable templates. 
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Explain that financial records and reports tell the story of a business.  They equip us 
with important information to steer and manage our business operations. 
 
Financial records enable us to: 

● Understand the business’s performance and condition 
○ Growing or shrinking sales and costs  
○ Profit or loss 
○ Products/services that are most/least sellable 
○ Assets and liabilities 

● Control business finances 
○ Real costs of products/services 
○ Profitable pricing  
○ Need for materials and equipment 
○ Cash shortfalls and future demands 
○ Amount of taxes to pay 

 
Ask participants to list other benefits we can get from our financial records and 
reports. 
 
Encourage participants who are not keeping records, to start the practice of noting 
down all their financial transactions in simple Sales and Expenses records for their 
businesses without further delay. 
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Explain that Revenue is income generated from sales of products/services from 
core business activities. It is important to remember that Revenue is not Profit. 
Sales can be received in cash or under credit.  Amounts owed to a business by its 
customers are called Accounts Receivable. 
 
It is important to record all sales transactions using a Sales record so we can track 
and monitor our cash and credit sales. 
 
Record the details of the sale - items and quantity sold, unit price, transaction date, 
client’s name, sales value, cash or credit payment, receipt number, payment date 
and any remarks. 
 
Refer to the Sales record template in the workbook. Explain how to use this record. 
 



#SheMeansBusiness  
Business Resiliency Program – Speaker Notes 
 

 

Explain that women entrepreneurs need to carefully track and manage their 
Accounts Receivables. Small businesses often have difficulties in collecting 
outstanding payments which may end up as bad debt. This is a common cause of 
cash flow problems. 
 
We can use an Accounts Receivable record to track outstanding customer 
payments from credit sales. 
 
Refer to the Accounts Receivable record template in the workbook. Explain how to 
use this record. 
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Explain that this is an example of a Sales record. 
 
It is important to record the details of the sale - items and quantity sold, unit price, 
transaction date, customer’s name, sales value, cash or credit payment, receipt 
number, payment date and any remarks. 
 
Note that the sales value should be placed in the column corresponding to the 
agreed credit terms, i.e., cash or credit. In the case of a credit sale, indicate the 
payment due date in the remarks column. 
 
Upon collection of payment for a credit sale, enter the date under the payment date 
column and the actual sales value received in the corresponding cash column.  You 
may strike through the sales value in the credit column and the payment due date in 
the remark column to confirm that payment has been received. 
 
You can compute your total monthly cash sales by summing the values in the cash 
column and the total outstanding credit sales, i.e., accounts receivables, by summing 
the unpaid values in the credit column. 
 
Note that the total sales value from the sum of cash and credit sales is used in 
preparing the P&L statement.  The total cash sales value is reflected in the Cash 
Flow Report while the total accounts receivable or outstanding credit sales value is 
shown in the Balance Sheet.  
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Explain that this is Accounts Receivable Report to record all accounts receivable. 
 
You need to record the transaction date, invoice number, customer name, amount, 
payment due and balance due. 
 
The amount owing by customers to business is recorded under the Amount column.  
The date in which the payment is due based on agreed credit terms will be recorded 
under the Payment due column. 
 
Upon collection of cash payment for Sales made under Credit, you need to record 
that under Payment 1 column and indicate the Payment date.  
 
At the end of the month, you can check the Total Amount Paid by customers and 
Total Outstanding amount from credit sales. 
 
Note that the Total Accounts Receivable value is used for the Balance Sheet.  
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Refer to the Case study of Ana and ask participants to look at how Ana records all 
her sales transactions using a Sales Record. 
 
She records the number of cakes sold, date of transaction, customer name, total 
sales - in cash or credit, receipt number and payment date.  
 
In the case of a credit sale, Ana records the date of transaction and the sales value 
in the credit column.  She indicates the payment due date in the remarks column.  
 
When Ana receives the payment on the payment due date, she writes the payment 
date and enters the actual sales value received in the cash column. She then strikes 
through the sales value in the credit column and the payment due date in the 
remark column.  
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This is a simple way for Ana to see her cash sales and credit sales quickly in a single 
report. 
 
Highlight that it is also useful to have a separate report to track outstanding credit 
sales payments only.  This is done by using an Accounts Receivable report. 
 
Ask participants to look at Ana’s Accounts Receivable Report. 
 
When Ana enters the credit sales transaction in her Sales record, she also records 
the details in the Accounts Receivable report at the same time. 
 
Note that sometimes customers make payments in trenches over a certain period, 
for example in the case of a prepayment and balance payment after delivery of the 
products/services.  
 
To ensure smooth collection of payments and hence good cash flow, Ana refers to 
this report and sends gentle reminders to her customers on the upcoming payment 
before the due date. 
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Explain that this is an example of Ana’s Sales record. 
 
She records the number of cakes sold, date of transaction, customer name, total 
sales - in cash or credit, receipt number and payment date.  
 
In the case of a credit sale, Ana records the date of transaction and the sales value 
in the credit column.  She indicates the payment due date in the remarks column.  
 
When Ana receives the payment on the payment due date, she writes the payment 
date and enters the actual sales value received in the cash column. She then strikes 
through the sales value in the credit column and the payment due date in the 
remark column.  
 
Below is how Ana recorded her transactions.   
1- Ana sells 3 cakes to Mr White on 01.03.19 and he pays in cash 
2- Ana sells 2 cakes to Mrs Red on 02.03.19 but she will pay in 3 days’ time 
3- Ana consigns 3 cakes to Mrs Pink on 03.03.19. Mrs Pink will bring back the cakes 
in 2 days if there are no sales. 
4- Ana sells 1 cake to Mr Blue on 04.03.19 and he pays in cash 
5- Ana sells 4 cakes to Mrs Yellow on 05.03.19 but she will pay the next day 
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6- Mrs Red pays in full on 05.03.19 
7- Mrs Pink brings back 1 cake to Anna on 05.03.19. This means she sold 2 cakes and 
pays for them right away. Mrs Pink then takes 2 more cakes under consignment. 
8- Ana sells 3 cakes to Mr Green on 06.03.19 but he will pay in 5 days’ time 
9- Mrs Yellow pays in full on 06.03.19 
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Explain that this is Ana’s Accounts Receivable report. The report reflects the same 
information as the credit sales details in the Sales record. 
1- Ana sells 2 cakes to Mrs Red on 02.03.19 but she will pay in 3 days’ time, i.e., 
05.03.19 
2- Ana sells 4 cakes to Mrs Yellow on 05.03.19 but she will pay the next day, i.e., 
06.03.19 
3- Mrs Red pays in full on 05.03.19 
4- Mrs Pink buys 2 cakes on 05.03.19 but will only pay on 07.03.19 
5- Ana sells 3 cakes to Mr Green on 06.03.19 but he will pay in 5 days’ time,  i.e., 
11.03.19 
6- Mrs Yellow pays in full on 06.03.19 
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Remind participants that there are different types of expenses and classifying the 
types of costs helps us to understand how we are spending our money. 

● COGS includes the cost of raw materials/merchandise, supporting materials 
(e.g., packaging, etc.) and labor directly used in producing products/services. 

● COSS includes the cost of labor and supporting materials directly used in 
creating and delivering services. 

● Selling costs are costs related to marketing, promotion and sales efforts (i.e., 
advertisements, public relations, sales activities, networking, etc.) in selling 
products/services. 

● General and Administrative costs are costs related to the day-to-day 
operations of a business, (i.e., rental, utilities, telecommunication, labor, 
equipment maintenance, etc.) and other costs such as depreciation, interest 
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expense, insurance, bank charges, administration fees, licensing and permits, 
community donations, and other unanticipated expenses.  
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Explain that in recording our expenses, it is important to divide payments into four 
categories that correspond to COGS/COSS and SG&A, i.e., Inventory, Selling, 
Operations and Other. 
 
Expenses can be paid in cash or under credit. Amounts owed by a business to its 
suppliers are called Accounts Payable. 
 
Explain that we have better control of our costs than revenue and tracking our 
expenses enables us to control our cash outflows.  It is important to thoroughly 
record every expense transaction using an Expense record.  There is no cost "too 
small to count". 
 
Record the details of the expense - items and quantity purchased, unit price, 
transaction date, supplier’s name, purchase value, cash or credit payment, receipt 
number, payment date and any remarks. 
 
Refer to the Expense record template in the workbook. Explain how to use this 
record. 
 
Explain that women entrepreneurs need to carefully track and manage Accounts 
Payables. These records help us to manage the timing of our payments which 
impact our cash flow, working capital and relationship with suppliers. 
 
We can use an Accounts Payable record to track outstanding supplier payments 
from credit purchases. 
 
Refer to the Accounts Payables record template in the workbook. Explain how to 
use this record. 
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Explain that this is an example of an Expense record. The expenses categories - 
Inventory, Selling, Operations and Other - each have cash and credit columns.  
 
It is important to record the details of the expense - items and quantity purchased, 
transaction date, supplier’s name, purchase value, cash or credit payment, receipt 
number, payment date and any remarks. 
 
Note that the expense value should be placed in the column corresponding to the 
type of expense and agreed credit terms, i.e., cash or credit. In the case of a credit 
purchase, indicate the payment due date in the remarks column. 
 
Upon making a payment for a credit expense, enter the date under the payment 
date column and the actual value paid in the corresponding cash column.  You may 
strike through the expense value in the credit column and the payment due date in 
the remark column to confirm that payment has been made. 
 
You can compute your total monthly cash expenses by summing the values in the 
cash columns across all categories and the total outstanding credit expenses, i.e., 
accounts payables, by summing the unpaid values in the credit columns across all 
categories. 
 
Note that the total expense value from the sum of cash and credit expenses is used 
in preparing the P&L statement.  The total cash expense value is reflected in the 
Cash Flow Report while the total accounts payable or outstanding credit payment 
value is shown in the Balance Sheet.  
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Explain that this is Accounts Payable Report to record all accounts payable. 
 
You need to record the transaction date, invoice number, supplier name, amount, 
payment due and balance due. 
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The amount owing by the business to its supplier is recorded under the Amount 
column.  
 
The date in which the payment is due based on agreed credit terms will be recorded 
under the Payment due column. 
 
Upon payment of cash for purchases made under Credit, you need to record that 
under Payment 1 column and indicate the Payment date.  
At the end of the month, you can check the Total Amount Paid to suppliers and 
Total Outstanding amount from credit purchases. 
 
Note that the Total Accounts Payable value is used for the Balance Sheet.  
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Refer to the Case study of Ana and ask participants to look at how Ana records all 
her expense transactions using an Expense record. 
 
She records all her payments - in cash or credit, detailing the expense item, date of 
transaction, supplier name, total expenses, receipt number and payment date.  
 
In the case of a credit payment, Ana records the date of transaction and the 
purchase value in the credit column.  She indicates the payment due date in the 
remarks column.  
 
When Ana makes the payment on the payment due date, she writes the payment 
date and enters the actual purchase value paid in the cash column. She then strikes 
through the purchase value in the credit column and the payment due date in the 
remark column.  
 
This is a simple way for Ana to see her cash expenses and credit expenses quickly in 
a single report. 
 
Highlight that it is also useful to have a separate report to track outstanding credit 
purchases only.  This is done by using an Accounts  Payable report. 
 
Ask participants to look at Ana’s Accounts Payable Report. 
 
When Ana enters the credit purchase transaction in her Expense record, she also 
records the details in the Accounts Payable report at the same time. 
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Note that sometimes businesses make payments in trenches over a certain period, 
for example in the case of a prepayment and balance payment after delivery of the 
products/services.  
 
To ensure timely payment of suppliers, Ana refers to this report to anticipate 
upcoming payments before the due date.  Viewed together with her Accounts 
Receivable report and Cash flow report, Ana is able to manage her finances to 
ensure she has sufficient funds to run her operations. 
 
Slide 16 
 

 
 
Explain that this is an example of Ana’s Expense record. 
 
She records the details of the expense - items and quantity purchased, transaction 
date, supplier’s name, purchase value, cash or credit payment, receipt number, 
payment date and any remarks. 
 
In the case of a credit expense, Ana records the date of transaction and the 
expense value in the credit column.  She indicates the payment due date in the 
remarks column.  
 
When Ana makes the payment on the payment due date, she writes the payment 
date and enters the actual expense value paid in the cash column. She then strikes 
through the expense value in the credit column and the payment due date in the 
remark column.  
 
Below is how Ana recorded her transactions. 
1- Ana purchased 10 kg Flour on 01.03.19 for $ 6.50 from Flour Shop. Payment is due 
on 07.03.19 
2- Ana purchased 6 kg Strawberries on 01.03.19 for $ 16.80 from Mr White and she 
paid in cash. 
3- Ana paid in cash for the use of the kitchen for her business, estimating the rental 
fee at 10% of the house loan : $ 6.50 
4- Ana paid for her estimated usage of the monthly Communication expense for the 
business on 02.03.19 from her personal account 
5- Ana purchased 100 packaging boxes on 03.03.19 from Packaging Shop. She paid 
in cash. 
6- Ana paid the Flour Shop in full on 07.03.19 
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Explain that this is Ana’s Accounts Payable report. The report reflects the same 
information as the credit purchase details in the Expense record. 
1- Ana purchased 10 kg Flour on 01.03.19 for 6.50 from Flour Shop but she will pay in 
6 days’ time, i.e., 07.03.19 
2- Ana pays Flour Shop in full on 07.03.19 
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Explain that inventory refers to raw products/supporting materials/merchandise 
acquired for producing and selling products. Inventory is generally categorized as 
raw materials, semi-finished goods, finished goods and merchandise. 

● Raw materials are unprocessed materials used to produce a product.  
● Semi-finished goods are the partially finished goods waiting for completion 

and sale. 
● Finished goods are products that have completed production and are ready 

for sale. 
● Merchandise refer to products bought for resale. 

 
Explain that inventory are typically among a business’s biggest assets. Good 
management of these current assets is very crucial for production and retail 
businesses.   Women entrepreneurs must know how to maintain the right balance of 
stock and hence cash flow in the business.  They must know when and how much 
inventory to order and/or produce, how to price and when to sell the finished 
goods/merchandise.   
 
Explain that the way you manage your inventory will directly impact your cash flow.  
 
Sell out of inventory generates cash inflows but purchasing inventory leads to cash 
outflows.  
 
A large inventory presents both opportunities and risks.  High stock levels provide 
opportunities to increase sales but the business also carries storage costs and risks 
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of damage, spoilage, theft, or changes in market demand. Additional loss occurs as 
dead or obsolete stock must be cleared at very low prices or written off.  Too much 
stock also ties up cash that could be used for other business purposes. 
 
Conversely, too little inventory means risks of production stoppage, inability to meet 
your customers’ demands and losing profit from potential sales. 
 
This is why we have to keep track of our stock movements and evaluate our stock 
performance to determine the items to reorder, the minimum levels for reorder and 
the value of our inventory.  Inventory management strategies vary depending on 
the industry.  
 
We must record all our inventory movements using an Inventory Record to detail the 
quantities in and out on the exact date of movement and keep track of the level and 
value of the business’s inventory at all times. 
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Explain that this is an Inventory record to keep track of the level and value of the 
business’s inventory at all times. 

● Create your inventory record by entering the different items, unit cost and 
opening balance of the item. The new opening balance for every day is the 
closing balance of the previous day. 

● Record the total number of items you added into and removed from your 
inventory everyday. 

● At the end of the day, compute the closing balance quantity and enter this 
amount as the opening balance of the next day. 

● At the end of the month, calculate the total balance quantity of each item 
and multiply this number by the unit cost to determine the value. 

● The total value of all items in your closing inventory at the end of the month is 
reflected as the Inventory value in the Balance sheet. 

 
Note that inventory should be recorded and used on a First In First Out (FIFO) basis.  
 
This simply means you use up the stock that came into your inventory first.  
 
This is important as it affects your costing for COGS, calculation of selling price of 
finished products or merchandise and also your inventory value.  
 
FIFO is also important as it addresses the risks of spoilage, expiry and obsolete 
materials/products/merchandise. Implementing FIFO requires dating and physical 
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organization of the inventory such that the newer stock are placed behind the older 
stock. Remember that older stock may have implications for shelf life, production 
warranties etc. 
 
In cases when the buying cost of an item changes due to inflation or other reasons, 
we enter the new stock as a new line item to be able to track this stock and 
compute the inventory value and costing/pricing based on a FIFO system. 
 
Highlight that for semi-finished products, we estimate the value of the semi-finished 
products based on the material and direct labor already used to produce the semi-
finished goods up to that point. 
 
Women entrepreneurs must determine the appropriate minimum level for reorder of 
items based on their usage rate and supplier delivery time with a few days buffer 
added. 
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Refer to the Case study of Ana and ask participants to look at Ana’s Inventory 
record. 
 
Explain that she records her inventory movements detailing the quantities in and 
out, on the exact date of movement and keeps track of the level and value of her 
inventory at all times. 
 
Ana knows from experience that the packaging supplier can take up to a maximum 
of 2 days to deliver an order. 
 
To avoid taking any risks, she usually places a new order when her packaging stock 
level reaches a minimum of 12 pieces.  This represents the stock required for 3 days 
of production, estimated at 2 days supplier delivery (i.e., 2 days of production at 1 
packaging x 4 cakes/day) +1 day extra buffer. 
 
Ana placed the order on March 1 when her inventory level was under 12 pieces and 
received the stock on March 3. 
 
Ana knows from experience that the Flour supplier usually takes 2 days but it once 
took him 4 days to deliver her order. 
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To avoid taking any risks, she usually places a new order when her flour stock level 
reaches a minimum of 1.5Kg.  This represents the stock required for 5 days of 
production, 
estimated at 4 days supplier delivery (i.e., 4 days of production at 300g x 4 
cakes/day) +1 day extra buffer. 
 
Ana placed the order on February 28 when her inventory level was under 1.5Kg and 
received the stock on March 1. 
 
To calculate the value of her inventory at the end of the month, Anna takes the 
closing balance quantity of each item and multiplies this by the unit cost. She then 
sums up the total value of all the inventory items. This value represents her 
Inventory value or Current Assets value in her Balance Sheet. 
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Explain that this is an example of Ana’s Inventory record. 
 
She records her inventory movements detailing the quantities in and out, on the 
exact date of movement and keeps track of the level and value of her inventory at 
all times. 
 
Ana knows from experience that the packaging supplier can take up to a maximum 
of 2 days to deliver an order. 
 
To avoid taking any risks, she usually places a new order when her packaging stock 
level reaches a minimum level of 12 pieces.  This represents the stock required for 3 
days of production, estimated at 2 days supplier delivery (i.e., 2 days of production 
at 1 packaging x 4 cakes/day) +1 day extra buffer. 
 
Ana placed the order on March 1 when her inventory level was under 12 pieces and 
received the stock on March 3. 
 
Ana knows from experience that the Flour supplier usually takes 2 days but it once 
took him 4 days to deliver her order. 
 
To avoid taking any risks, she usually places a new order when her flour stock level 
reaches a minimum level of 1.5Kg.  This represents the stock required for 5 days of 
production, estimated at 4 days supplier delivery (i.e., 4 days of production at 300g x 
4 cakes/day) +1 day extra buffer. 
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Ana placed the order on February 28 when her inventory level was under 1.5Kg and 
received the stock on March 1. 
 
To calculate the value of her inventory at the end of the month, Anna takes the 
closing balance quantity of each item and multiplies this by the unit cost. She then 
sums up the total value of all the inventory items. This value represents her  
Inventory value or Current Assets value in her Balance Sheet. 
 

1. On 01.03.19, Ana made 4 cakes 
2. On 01.03.19, Ana sold 3 cakes 
3. On 01.03.19, Ana used 3 packaging 
4. On 01.03.19, Ana used 300g of flour 
5. On 01.03.19, Ana used 300g of strawberries 
6. On 01.03.19, Ana purchased 10kg of flour 
7. On 01.03.19, Ana purchased 6kg of strawberries 
8. On 02.03.19, Ana made 4 cakes 
9. On 02.03.19, Ana sold 2 cakes 
10. On 02.03.19, Ana used 2 packaging 
11. On 02.03.19, Ana used 300g of flour 
12. On 02.03.19, Ana used 300g of strawberries 
13. On 03.03.19, Ana made 4 cakes 
14. On 03.03.19, Ana sold 3 cakes 
15. On 03.03.19, Ana used 3 packaging 
16. On 03.03.19, Ana purchased 100 packaging 
17. On 03.03.19, Ana used 300g of flour 
18. On 03.03.19, Ana used 300g of strawberries 
19. On 04.03.19, Ana made 4 cakes 
20. On 04.03.19, Ana sold 1 cakes 
21. On 04.03.19, Ana used 1 packaging 
22. On 04.03.19, Ana used 300g of flour 
23. On 04.03.19, Ana used 300g of strawberries 
24. On 05.03.19, Ana made 4 cakes 
25. On 05.03.19, Ana sold 6 cakes 
26. On 05.03.19, Ana used 6 packaging 
27. On 05.03.19, Ana used 300g of flour 
28. On 05.03.19, Ana used 300g of strawberries 
29. On 06.03.19, Ana made 4 cakes 
30. On 06.03.19, Ana sold 3 cakes 
31. On 06.03.19, Ana used 3 packaging 
32. On 06.03.19, Ana used 300g of flour 
33. On 06.03.19, Ana used 300g of strawberries 
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Module 5 – Business Financial Reports 
 

Slide 2 
 

 
 
Modules 
    

1.    Financial Goals 
2.    Personal Financial Health  
3.    Business Financial Health    
4.    Business Financial Needs 
5.    Business Financial Reports 
6.    Costs and Pricing 
7.    Business Plan & Strategy  
8.    Financing your Business 
9.    Financial Services & Digital Technology 
10.    Managing your Business Finances in a Crisis 
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Explain to participants that this session focuses on understanding: 

● How to prepare and use a Cash Flow Report to control cash inflows and 
outflows  

● How to prepare and use an Income Statement to assess and guide a 
business’s performance 

● What is a Balance Sheet and why is it important 
● The importance of Budgets in setting and achieving revenue and expense 

targets 
● What is Working Capital and what are the sources of cash 
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Ask participants what information do they need to show financial service providers 
that they are trustworthy. 
Explain that financial statements are necessary to understand the financial 
performance of a business.  
Information in our financial statements can tell us if our costs are too high, if our 
selling price is too low,  if we have enough money to cover our expenses, or if we are 
making money. 
Mention that it is very common for women entrepreneurs to do business the 
traditional way - financing from the family’s savings, entrusting family members to 
run the business, mixing family expenses with business expenses, and then using the 
business revenue for family purposes.  
There are no financial records or documentation in place and the business is run 
only by feeling. 
Explain that at first glance, recording transactions can seem tedious, and creating 
financial statements can sound intimidating.  
However, we only need to understand some basic financial concepts and be 
disciplined in noting down all financial transactions in simple Sales and Expenses 
records in order to prepare our financial statements. 
Mention that financial records and reports are important in loan applications. 
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Explain that the Cash Flow report shows the actual flow of cash in and out of a 
business in three categories of activities - Operating, Financing and Investing.  
 
Assessing the amounts, timing, and certainty of the business’s cash flow is one of the 
most important skills in managing your business finance. 
 
Positive cash flow is when the business has more incoming than outgoing money 
and conversely, negative cash flow is when the business has more outgoing than 
incoming money.   
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The Cash Flow report is typically prepared each month. This enables us to see the 
flow of cash to ensure that we will have sufficient cash to cover upcoming 
payments. This enables us to anticipate if there will be a need for cash in the future. 
Explain that even profitable businesses can fail if they do not generate enough cash 
to cover expenses.  It is also possible to have profit in the Income Statement but 
insufficient or no cash to make payments. 
 
This results from poor cash flow management and can arise if there is late invoicing, 
inadequate credit control (i.e., bad debt or delay in collecting accounts receivable), 
overstocked inventory, or if a business spends too much on Capital Expenditure.   
Often in cases where entrepreneurs mix personal and business finances, use of 
business revenue for personal expenses is one of the key causes of cash flow 
problems.  
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Explain that these are the steps to create the Cash Flow report: 

● Input the Opening Balance of Cash for the 1st Month. 
● Input the Cash In by listing all incoming cash under: 

○ Operating -  Cash in from Sales 
○ Financing - Cash in from Capital  
○ Investing - Cash in from Assets (i.e. sale or income generated from 

assets) 
 
Then calculate the total Cash In by summing up all incoming cash 

● Input the Cash Out by listing all outgoing cash under: 
○ Operating -  Cash out for business operations, (i.e., COGS/COSS, 

SG&A costs, etc) 
○ Financing - Cash out for loan installments (i.e., loan principal, loan 

interest, administration fees) 
○ Investing - Cash out for capital expenditures (i.e., equipment, vehicles 

etc.). 
 
Then calculate the total Cash Outflows by summing up all outgoing cash 

● Calculate the Monthly Cash Flow by computing Cash Inflows – Cash 
Outflows. 

● Calculate the Closing Balance : Beginning Cash Balance + Cash Flow. 
● The Closing Balance for one month is reflected as the Opening Balance for 

the following month. 
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Explain that having a positive cash flow means that we will have sufficient cash to 
meet upcoming payments.  We will also not face difficulty in covering unexpected 
expenses. 
 
Making timely payments help us build good relations with our suppliers, who could 
offer us better payment terms and priority over bad paymasters.   
Conversely, suppliers will not give us priority on deliveries and may penalize us 
financially for late payments or even worse, stop supplies.    
 
With a bad cash flow, our business will be very uncertain and may have to cease 
operations if we run out of cash.   
 
Explain that a key contributing factor for negative cash flow is late payment from 
customers.   
 
We must evaluate the consequences of these late payments and find ways to deal 
with them through careful selection of clients, requesting down payments, imposing 
penalties for late payments, etc. 
 
Tips for creating positive cash flow: 

● Increase number/volume of products/services sales 
● Increase selling price of products/services 
● Establish policies to get paid sooner by customers   
● Reduce expenses  
● Change the timing of expenses  
● Negotiate payment terms or credit from suppliers 
● Save money to build cash reserves for Working Capital or as Emergency 

Fund 
● Seek other sources of cash other than sales (i.e., capital or short-term loan) 
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Refer to the Case Study of Ana and ask participants to look at her Cash Flow 
Report showing the business’s cash in and cash out over a 3-month period. 
 
We can see that the business has a negative cash flow in January and in March. In 
January, it is due to the investment in equipment (CapEx).  
For March, note that even if the business is making a profit (refer to the P&L 
statement in this module), the cash flow can still be negative. 
 
To improve her cash flow, Ana can take the following steps: 

● Increase marketing and promotion to sell more cakes 
● Increase the selling price of her cakes 
● Collect payment earlier from customers, or do not offer credit terms  
● Negotiate payment terms with the suppliers, e.g., strawberries, flour, 

packaging, etc. 
● Inject additional money as capital, either from herself or from an investor 

 
Explain that Working Capital is the money needed to fund the business’s day-to-
day operations. We will look at Working Capital later in this module. 
 
Remind participants that a manufacturing or trading business requires maintaining 
a certain inventory, which requires cash. 
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Explain that the Income Statement or Profit and Loss Statement (P&L) shows a 
business’s profitability (i.e., whether it made or lost money), over a period of time 
(usually in a quarter or a year). 
 
Explain that essentially all P&Ls are based on a very simple formula, i.e., Revenues 
minus Expenses equals Profit.  
In principle, Revenues are shown at the top of the P&L statement, Expenses are 
shown below Sales and Profit is at the bottom.   
 
Highlight that P&L statements typically show more detailed information to enable 
us to analyze the business performance.   
It is useful for us to break down Revenues and Expenses into different sources or 
categories so that we can have a clearer picture of where the sales is coming from, 
(i.e., which products/services); and where the expenses are going (i.e., 
Products/services, Selling or General and Administrative costs). 
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Explain that the P&L can be used to:  

● Compare actual sales and expenses with budgeted sales and expenses to 
see if projected goals have been met.  

● Identify how to increase profits, whether by increasing revenue or cutting 
costs. 

● Identify which products/services are the most and least profitable.  
● Identify which expenses you can reduce or eliminate. 

 
Explain that the Break-even point (BEP) is the point at which Revenue equals 
Expenses. 
 
Knowing the BEP of our business helps us to: 

● Determine the selling price which will give us our desired profit. 
● Set the minimum targeted sales volume that will cover the operating 

expenses. 
● Forecast the profits generated according to certain changes in sales 

volume. 
● Adjust the sales mix, i.e., focus on the most profitable product/s and most 

efficient sales channels. 
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Explain that the P&L statement shows the Gross Profit, Operating Profit and Net 
Profit of the business: 

● Revenue - COGS = Gross Profit 
● Gross Profit – Total Operating Expenses (Selling, General & Administrative) = 

Operating Profit 
● Operating Profit + Other Income - Other Expenses - Taxes = Net Profit 

 
Explain that General & Administrative expenses are costs related to: 

● day-to-day business operations, i.e., rent, utilities, communication, labor, 
equipment maintenance, etc. 
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● other costs, which include depreciation, interest expense, insurance 
premiums, bank charges, administration fees, licensing and permits, 
community donations, and other unanticipated expenses.  
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Refer to the Case Study of Ana and ask participants to look at her Profit & Loss 
report for March 2019.  Ana’s business is currently running a small profit of $20.28. 
 
Explain that we can use the information from the Simple Sales and Expenses 
Records to prepare the Income statement.  
1. Revenue - Refer to the Simple Sales Template for the total amount under the 
Total Sales - Cash Column at the end of the month. 
2. COGS - Raw Material: Refer to the Simple Expense Template for the total amount 
under the Total Expense - Inventory - Cash Column at the end of the month. 
3. COGS - Labor: Ana has no direct labor costs at the moment. 
4. Operating Expenses - Selling: Refer to the Simple Expense Template. Look at the 
Total Expense - Selling - Cash Column to identify the corresponding line item in the 
P&L, e.g., Packaging, Marketing.   
Then total up the costs for Packaging for the entire month and enter this amount in 
the P&L under ‘Packaging’ line. 
5. Operating Expenses - General & Admin Expenses: Refer to the Simple Expense 
Template.  
 
Look at the Total Expense - Operating and Other - Cash Columns to identify the 
corresponding line items in the P&L, e.g., Kitchen rental, Electricity, etc..   
Next, we enter these amounts in their respective lines in the P&L. 
 
Depreciation: To calculate the monthly depreciation value, refer to the total cost of 
buying the equipment and divide this amount by the lifespan, i.e., estimated number 
of months. e.g., Equipment cost  $ 350 / 24  = $ 14.58  
6. Other Expenses - While Ana has taken a loan from her mother, this loan is interest 
free, so we do not reflect any interest cost or expense here. 
7. Income Tax -  This is calculated based on an illustrative tax rate of 1% of Total 
Revenue. 
8. Compute the Net Profit as follows: 

● Revenue - COGS = Gross Profit 
● Gross Profit – Total Operating Expenses (Selling, General & Administrative) = 

Operating Profit 
● Operating Profit + Other Income - Other Expenses - Taxes = Net Profit 
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Explain that the Balance Sheet essentially shows a business’s value or net worth.   
 
It illustrates a business’s financial position, capturing what the business owns and 
owes, as well as the amount invested by owner/s at a particular point in time. 

● Assets are what the business owns: Cash, Accounts Receivable, Inventory, 
Prepaid expenses, Equipment, Building, etc. 

● Liabilities are what the business owes: Accounts Payable, Customer 
prepayments, Salaries, Loans, Taxes etc. 

● Equity is the net value of the business or the amount that would be returned 
to owners if all the business's assets were sold and all its debts repaid.  It is 
calculated by the difference between Assets and Liabilities.  

 
Lenders use the Balance Sheet to assess a business’s stability and liquidity: 

● Calculate the business’s net value 
● Assess how efficiently the business can turn assets into cash 
● Assess if a business can finance growth without outside funding 
● Assess if a business can manage its debts  
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Explain that the following are the steps to create a Balance Sheet: 

● List the Assets into two categories: 
● Current assets include cash and assets that can be turned into cash quickly, 

like inventory, accounts receivable, etc. 
● Noncurrent assets are assets that cannot be turned into cash quickly, such 

as equipment, vehicles, building, etc. 
              Sum up the total Assets 

● List the Liabilities into two categories: 
● Current liabilities are liabilities that are usually paid off quickly, such as 

accounts payable, short-term loans, etc. 
● Noncurrent liabilities are liabilities not paid off quickly, i.e., long-term loans. 

              Sum up the total Liabilities. 



#SheMeansBusiness  
Business Resiliency Program – Speaker Notes 
 

 

● List the Owner’s Equity.  
Then sum up the Owner’s Equity and Liabilities.  

● Total Assets is equal to the sum of Equity and Total Liabilities. 
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Refer to the Case Study of Ana and ask participants to look at her Balance Sheet.   
Ana’s Business has a negative Equity of $10. Note that her total Assets is $ 441 and 
her total Liabilities plus Equity is also $ 441. They are in balance. 
The Equipment asset value is calculated with 2-month depreciation.  The monthly 
depreciation is $ 350/24 months = $ 14.58.   
The depreciated value of the equipment after 2 months is : $ 350  - (2 x $ 14.58) = $ 
321 
Her outstanding business loan from her mother is calculated by subtracting the loan 
installment for two months from the initial loan value of $ 400. i.e., $400- $34 = $ 366 
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Explain that a business’s financial needs can be classified into two categories:   

● keeping the business stable during normal operations 
● growth opportunities 

To make choices about the appropriate sources of financing, it is important to 
understand this difference.  
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Explain that short-term cash needs are usually referred to as Working Capital.  
Working Capital is the operating funds available to a business. 
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Working Capital can be calculated as Current Assets minus Current Liabilities.   
Mention that the Current Assets and Current Liabilities are detailed on the Balance 
Sheet. “Current” means anything that is short term. Current Assets must be greater 
than Current Liabilities. 
 
Current Assets include Cash, Inventory (raw materials/merchandise), Accounts 
Receivables, Prepaid expenses. 
 
Current Liabilities include Fixed expenses, Accounts Payables, Customer 
Prepayments, Short-term loans, Taxes payable (e.g., VAT, Income tax).  
 
If our Working Capital is Positive (Current Assets > Current Liabilities), we have 
enough funds to finance our operations. 
 
If our Working Capital is Negative (Current Assets < Current Liabilities), we need 
additional funding to finance our operations. 
 
Working Capital can increase or decrease depending on the agreements we have 
with our suppliers and clients.  
 
For example, if clients pay cash instead of credit, the Working Capital is increased, 
as there are fewer Accounts Receivable; also if a supplier wants to be paid in cash, 
then more money is needed for the cash payment, which would reduce the 
business’s Accounts Payable and also the Working Capital.  
 
Mention that if there is negative Working Capital, it is important to get appropriate 
funding through short-term loan products. 
 
Remind participants that it is important for entrepreneurs to realize that if we have 
an unsustainable business then getting additional financing will not help and may 
even lead to disaster.  We must ensure our business is healthy before defining our 
business financial needs and trying to access additional financing. 
 
Highlight that even though Cash is noted under Current Assets, the function of Cash  
is different from other Current Assets.  
 
Cash is the blood of the business operations.  No cash means no business, even if 
the business has a lot of Accounts Receivable or Inventory.  
It is very crucial to manage Accounts Receivable and maintain Inventory only as 
needed for efficient cash flow. The most important report in this sense is the Cash 
Flow Report. 
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Explain that there are only three general sources of Cash: 

● Sales - Payments from customers for purchases made by cash or under 
credit. 

● Capital - Money from the entrepreneur and other investors. Grants and 
prizes also fall into this category. 

● Debt - Any form of loan, financing and line of credit is considered debt.  
 
Clients sometimes pay in advance before a product/service is delivered, and this 
money is also a form of debt.  
 
It only becomes sales when the product/service is delivered to the customers’ 
satisfaction.  
 
Explain that equipment financing from multi-finance companies is different from 
bank loans or loans from other financial institutions.  
The multi-finance company pays in advance for acquiring an equipment on behalf 
of a borrower, who then repays the multi-finance company in installments. 
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Use the list on the slide to start sharing tips. 
 
Ask participants if their experience with negotiating better terms with clients and 
suppliers is affected by them being women and if there are any preferences when 
dealing either male or female clients and suppliers. 
 
Acknowledge that there might be additional cultural dynamics that might play a 
role in limiting the ability of women entrepreneurs to increase their working capital 
options and encourage participants to share lessons from experience about how to 
overcome those barriers. 
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This is an opportunity to talk about alternative ways to collect payments for 
example through online platforms. These alternatives might reduce the time clients 
take to pay and minimize transaction costs as they only require an online 
connection. 
 
Ask participants to mention if they are aware or can give examples of reliable online 
payments or mobile payment platforms that they can share with their peers. 
 
Mention that there could also be online advertising for digital loans through these 
payment platforms, but it is important to understand the details of these offers and 
if they are legitimate. Loans and other financial services will be explored later.  
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Explain that a good practice for entrepreneurs is to always try to estimate what will 
happen in the future of the business. 
 
Explain that history or financial records can be a starting point, but other factors 
could also be considered, for example: 

● New potential customers, evolving conversations with existing customers. 
● Risks identified in the business environment that could come from political, 

economic, social, technological, legal or environmental issues. 
● Potential challenges with competition affecting prices or volumes. 
● New acquisitions such as new or soon to be replaced equipment or any other 

asset. 
● Expected change in prices of materials and services. 

 
Explain that forecasts are about what is likely to happen, and they are developed 
based on available information but also some guesswork. 
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Explain that 
● Budgets are internal communication tools that point to where the 

entrepreneur wants to take the business. 
● Budgets should be informed by regular forecasts but are used to set realistic 

although sometimes ambitious targets.  
● Forecasts and budgets usually show several months of business activity and 

are used to compare with the actual records once the forecasted or 
budgeted period has passed.  

● Understanding the difference enables entrepreneurs to better understand 
how their business works.  

● It is possible to operate without budgets and forecasts but that is a risky 
business! 
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Explain that a Budget is essentially a projection of revenue and expenses in a 
certain period (month, quarter, year).  The basic process of planning a budget 
involves listing your business's Fixed and Variable costs, setting Revenue targets 
and then deciding on the allocation of funds to achieve the targets.    
 
Essentially, budgets are created using the Profit and Loss and Cash Flow templates. 
 
The budget is very important as it helps us to manage and control our Revenue and 
Expenses: 

● Allocate funds to achieve revenue targets 
● Track actual expenses against allocations  
● Adjust and reduce expenses as needed  
● Anticipate potential cash shortfalls 
● Plan for future cash needs: OpEx and/or CapEx 

 
Refer to the P&L Budget projections in the workbook. 
 
Explain that the P&L Budget projections are typically prepared before the 
beginning of a new year or at the start of a new business. The P&L Budget is very 
important for new businesses in determining start-up and operating costs, and must 
be included as part of the Business Plan.  
It is adjusted after a certain period (month, quarter), using previous years’ financial 
information and other data, e.g., new clients, new products, etc.   
By comparing the business’s actual performance against the targets,  we can 
identify and analyze the deviations and adjust accordingly. 
We will also be able to: 
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● understand how our business is performing in terms of sales relative to 
targets 

● understand our business costs relative to projections 
● determine where budgeting can be improved in the future 

 
Refer to the  Cash Flow Budget projections in the workbook. 
 
Explain that a Cash Flow Budget enables business owners to forecast cash inflows 
and outflows which can then help identify potential cash shortages and anticipate 
when additional financing is needed. A cash flow projection is often required as part 
of a business loan application.  
 
It includes the actual cash flow and a budget or projection of the cash inflows and 
outflows to see how cash is expected to flow in and out of a business over a period 
of time.   By assessing if projected cash receipts will be sufficient to cover projected 
cash expenditure, we can anticipate future cash needs.   
 
We will be able to: 

● Check if timing of payment collections is optimal or detrimental to our 
business. 

● Plan timing for payment of expenses according to cash inflows and payment 
terms.  

● Determine the amounts and timing of cash shortfalls that must be covered 
with short-term financing.  

 
The Cash Flow Budget is very important for new businesses in determining the 
timing and amount of financing needed for start-up, operations and expansion.  
 
Therefore, it must be included as part of the Business Plan and annual budgeting 
process.  
 
The Cash Flow Budget should be created before a new cycle (quarter or year), and 
together with your P&L Budget,  they serve as the financial roadmap for your 
business in the coming year. 
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Module 6 – Costs and Pricing 
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Modules 
    

1.    Financial Goals 
2.    Personal Financial Health  
3.    Business Financial Health    
4.    Business Financial Needs 
5.    Business Financial Reports 
6.    Costs and Pricing 
7.    Business Plan and Strategy 
8.    Financing your Business 
9.    Financial Services and Digital Technology 
10.    Managing your Business Finances in a Crisis 
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Explain to participants that this session focuses on understanding: 

● What are the different cost categories and Fixed and Variable costs of a 
business? 

● Importance of Break-even point in determining the minimum sales to cover 
costs or make a profit 

● How to compute the Cost of Goods Sold/Cost of Services Sold and Total Cost 
of Production?  

● Understanding the use of Margin and Markup in setting selling prices 
● Common Pricing Strategies for small businesses including Cost-Plus, 

Competition-based pricing and Value-based pricing 
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Explain that Costs can be separated into two categories:  

● Fixed costs, which remain unchanged and do not depend on the production 
and/or sales volume.  

● Variable costs, which change according to the production and/or sales 
volume. 
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Explain that it is important to understand the difference between Fixed and 
Variable costs.   
 
Fixed costs are costs that do not change with an increase or decrease in the 
amount of products/services produced or sold. 
 
For example, all businesses must normally pay for rental of business premises, utility 
bills and communication expenses irrespective of production/sales volumes.    
 
A business cannot get rid of its Fixed costs and a certain quantity of products need 
to be produced and sold during each period to cover these expenses.  
 
We typically look at the Break-even point (BEP), where Revenue is equal to the sum 
of the Fixed and Variable costs.   After achieving the BEP, the business will start 
making a profit. 
 
Higher Fixed costs mean more Revenue is needed to break even, i.e., the business 
needs to work harder to produce and sell its products/services.  
 
To achieve economy of scale, we need to produce and/or sell enough 
products/services so that our Fixed costs can be spread over more 
products/services.  
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Provide examples of Fixed costs in relevant local production, retail and services 
businesses. 
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Explain that Variable costs are costs that increase or decrease depending on the 
business’s production/sales volume. They rise as production and/or sales increase 
and fall as production and/or sales decrease. 
 
Provide examples of Variable costs in relevant local production, retail and services 
businesses. 
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Explain that the Break Even Point in Units is calculated by dividing the total Fixed 
costs by the difference between the Unit Selling price and COGS per unit. 
 
Understanding the Break-even point can help you to: 

● Set your Sales and Revenue goals in your Budget as you know how many 
units you need to sell and how much money you need to make to break even. 

● Adjust your prices as you will know if your current selling price is too low to 
enable you to break even in your desired timeframe. 

● Understand if your material and labor costs are too high.   
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Explain that this is an example of the Break-even Point in Units for Ana’s business.    
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Ana’s Variable costs per cake, which include raw materials for the cake and 
packaging, total $1.56.  Her total Fixed costs from the cost of kitchen rental, utilities, 
communication expense, transportation and depreciation is $37.08. 
 
With a selling price of $2.30 per cake, Ana needs to sell a minimum of 50 cakes in 
order to cover her expenses. To make a profit, she must target to sell above this 
number.  
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Ask participants how they calculate their Cost of Goods Sold. What cost items do 
they consider? 
 
Explain that it is very important to calculate the COGS correctly so that we can set 
a price level that will not only cover all Fixed and Variable costs but also deliver a 
profit. 
 
Explain that for Retail businesses, the Cost of Goods Sold =  Merchandise 
purchase value + Supporting Materials purchase value + Shipping cost. 
 
Supporting materials include packaging, packing materials etc. 
 
For example, in the case of a shoe retail business, the COGS for 1 pair of shoes is 
cost of buying a pair of shoes + cost of packaging + cost of shipping the shoes and 
packaging.  
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Explain that for Production businesses, the Cost of Goods Sold = Raw Materials 
purchase value + Supporting Materials purchase value + Shipping cost + Direct 
Labor costs.   
 
Supporting materials can include any other material required for production and 
packaging, packing materials, etc. 
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For example, in the case of Ana’s Strawberry Chocolate Cakes, the COGS for 1 cake 
is Raw Materials purchase value +  cost of packaging + cost of shipping the raw 
materials and packaging  + Cost of direct labor to produce the cake.  
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Explain that for Service businesses, the Cost of Services Sold =  Direct Labor cost 
+ Supporting Materials purchase value + Shipping cost. 
 
Supporting materials include materials used in the creation and delivery of the 
service. 
 
For example, in the case of a hair salon business, the COSS for a haircut is cost of 
hair stylist labor + cost of hair products + cost of shipping of the hair products.  
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Explain that to run a production, apart from the raw materials, we also incur other 
costs like utilities (i.e., water, gas, electricity), communication expenses (i.e., airtime, 
data/internet connection) and other operating costs.   These other costs are Fixed 
costs, which are very important for supporting the production and business 
operations.    
 
Note also that raw materials costs include total raw materials used, wasted, 
damaged or stolen.  In calculating the production costs and pricing, women 
entrepreneurs must be aware of any ‘hidden costs’ (i.e., costs unaccounted for 
previously). 
 
Thus, Production Cost = Raw Material cost + Supporting Material cost + Direct 
labor cost + Fixed costs 
 
Ask participants to list some of their Fixed costs (e.g., House/shop rental, electricity, 
water, communication, motorbike installment, mobile phone installment, etc.) 
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Explain that to calculate the Total Cost of Production, we need to consider the 
Production Cost (i.e., total raw material, supporting materials, direct labor and fixed 
costs) as well as the cost of any semi-finished goods in the inventory, which were 
also used in the production.   
 
Semi-finished goods are products in the inventory that have not been completely 
manufactured. 
 
Thus, Total Cost of Production = Production Cost + (Initial Balance of Inventory 
of Semi-Finished Goods - Final Balance of Inventory of Semi-Finished Goods). 
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Explain that in determining the selling prices of products in manufacturing 
businesses, we must calculate the Cost of Goods Sold and Cost of Production 
carefully by including all our Fixed and Variable costs. 
 
In the Case study of Ana, we note that she only looked at her costs for raw materials 
at $1.50 as her COGS when determining her selling price to be below her 
competitors at $ 2.30.   Ana had not accounted for the packaging cost nor her Fixed 
costs, which include utilities (i.e., water, gas, electricity), communication expenses, 
use of her kitchen, etc. 
 
Note that her actual cost of production per cake is $2.02, compared to her initial 
COGS estimated at $1.50.  
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Mention that underpricing is one of the most common financial mistakes that 
entrepreneurs make.  It occurs when the selling price does not cover the Total costs 
(i.e., Fixed and Variable costs). 
 
Explain that price setting must be in line with the business strategy and the right 
strategy is vital to optimizing sales volume and profit. 
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There are different pricing strategies that can be applied: 
● Cost-Plus Pricing 
● Competition-based Pricing  
● Value-based Pricing 
● Penetration Pricing 
● Psychological Pricing 
● No Strategy Pricing 

 
Ask participants how do they go about setting the prices of their products/services. 
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Explain that in setting your pricing, you need to understand margin and markup and 
how they are different.   
 
A Markup shows how much more your selling price is than the Cost of Goods Sold.   
 
To calculate the Markup, divide your Gross Profit by the COGS. 
 
A Margin, or gross margin, shows the revenue you make after paying the Cost of 
Goods Sold.   To calculate the Margin, divide your Gross Profit by the Revenue.   
 
The Margin measures the percentage of the sales you keep after paying the Cost of 
Goods Sold.   
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Explain that if you know how much profit you want to make, you can set your prices 
accordingly using the margin or markup formula.   
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Explain that in a Cost-Plus Pricing strategy, we take the Cost of Goods Sold +  
Desired Markup to determine the Selling Price.   
 
This Markup must be sufficient to cover the Selling, General and Administrative 
expenses (SG&A) and some profit. 
 
A price which is badly set will have two consequences: 

● if too high: products/services will not be competitive and cannot be sold. 
● if too low: there will not be enough margin to cover your expenses and create 

a profit. 
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Explain that the Competition-based Pricing strategy is based on market prices for 
the products/services and does not consider the Cost of Goods Sold (COGS) or 
consumer demand.   
 
Using competitors’ prices as a benchmark, entrepreneurs can price their products 
at the same level, slightly below, or slightly above the competitors’ if they can 
provide additional value.  
  
Businesses in highly competitive markets may choose this strategy as a small price 
difference may be the deciding factor for customers. 
 
For example, in the case of Ana’s Strawberry Chocolate Cakes, if the competitors’ 
prices range from $ 2.40  to $ 2.50, Ana can choose a price in between, say $ 2.45 or 
just below $ 2.40 to gain a competitive pricing advantage with a small price 
difference. 
 
In a Competition-based Pricing strategy, it is very important to make sure that the 
pricing can cover the COGS, SG&A expenses and some profit. 
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Explain that in Value-based Pricing, prices are set based on the consumer's 
perceived value of the products/services (i.e., how much the consumer believes the 
products/services are worth), and how much he/she is willing to pay for the 
products/services. 
 
Unlike Cost-Plus pricing, Value-based Pricing does not consider the cost of 
production in the pricing calculation.  
Value-based Pricing is more suitable for products/services with unique or highly 
valuable features. 
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Explain that Penetration Pricing is a strategy applied by new businesses entering 
an existing, and competitive market using an extremely low price to effectively draw 
attention and revenue away from higher-priced competitors.  
 
This strategy relies on disruption and temporary loss, with the hope that the initial 
customers will stay loyal, even when prices are gradually raised.  It can be applied 
for the launch of a new product or to target a particular competitor for a short time. 
 
This strategy is not recommended as it is extremely risky and is unsustainable in the 
long run.   
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Explain that Psychological Pricing is based on the idea that certain prices 
psychologically affect consumers in different ways. 
 
Psychological Pricing takes advantage of the fact that setting the price slightly 
lower than a whole number is more appealing to consumers.  
 
As customers tend to read from the leftmost digit to the right, they may overlook the 
last few digits of a price and assume the price to be lower than it actually is.   
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Explain that No Strategy Pricing is simply setting up a price randomly without any 
strategy, without knowing your costs, your competitions’ prices nor your clients’ 
expectations. 
 
No Pricing Strategy is like shooting in the dark and should be avoided! 
 
Slide 23 
 

 
 
Explain that in pricing her cakes, Ana can consider different strategies to determine 
the best pricing that will keep her customers happy, keep her product competitive 
and deliver a profitable margin for her business.  

● Ana initially used the Competition-based Pricing Strategy to set her price. 
○ Similar Competitor : $2.45 
○ Ana’s price : $2.30 

● Ana could consider the Cost-Plus Pricing Strategy, in which she must first 
carefully compute her total production cost and then apply the markup she 
wants, e.g., 50%.   

○ 1.50 + 50% Markup = $2.25 
● Ana could also use the Psychological Pricing Strategy to make her price look 

more attractive. 
○ $2.29 
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It could be interesting for Ana to conduct a small survey to understand how much 
customers would be willing to pay for her cakes. Perhaps this could convince Ana to 
raise her price a bit in order to gain some margin. 
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Module 7 – Business Plan and Strategy 
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Modules 
 

1.    Financial Goals 
2.    Personal Financial Health  
3.    Business Financial Health    
4.    Business Financial Needs 
5.    Business Financial Reports 
6.    Costs and Pricing 
7.    Business Plan and Strategy 
8.    Financing your Business 
9.    Financial Services and Digital Technology 
10.    Managing your Business Finances in a Crisis 
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Explain to participants that this session focuses on understanding: 

● The importance of developing a business plan and strategy as a roadmap to 
achieving your financial goals 

● How to develop a simple business plan 
● How the right business strategy can help your business secure competitive 

advantage 
● The opportunities and considerations for expanding your business 
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Explain that at first glance, a Business Plan may sound complex and difficult to 
prepare, or you may think that it is only needed for big businesses.   
 
In fact, Business Plans are important for all businesses and do not have to be 
complicated to develop. 
 
There are many variations or templates of Business Plans available, and you can 
select what works best for you and your business.   
 
The bottom line is to keep it simple and concise. 
 
The process of writing a Business Plan helps us to think through the essential 
questions about our business: 

● What do we want to achieve? 
● What makes our products/services unique and valuable? 
● Who are we selling to? 
● How will we promote and sell our products/services? 
● How much do we have to sell to reach our goals? 
● How much do we need to start and run our business? 
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Refer to the Case study of Ana.  Let’s look at how Ana developed her Business 
Strategy and Plan. 
 
Explain that currently Ana’s production is quite low at only 80 cakes per month.   In 
order to sell more cakes and make more money, she can optimize her production to 
288 cakes if she operates 6 days per week and maximizes her equipment capacity.   
 
Explain that Ana could pick any market or customer segment for her strawberry 
chocolate cakes. 
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● She could serve the mass market in a wide coverage area by providing 
cheap cakes with average quality 

● She could serve niche markets with segmented needs by offering different 
ingredients, higher quality and price points (e.g., organic products, low sugar 
products for diabetics, gluten-free products, premium products, etc.) 

 
Ana identified that there is a good market opportunity and potential for organic 
cakes.  She also recognized the opportunity to diversify her target market by 
serving both wholesale and retail buyers. 
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Explain that a Business Plan essentially comprises eight key components. 

1. Executive Summary - Summary of your business, mission and vision  
2. Target market - Specific customer segment/s you want to sell your 

products/services to 
3. Competitors - List and details of your main competitors  
4. Human resources - List of staff needed to run your business 
5. Suppliers - List of suppliers with the best prices and quality suited to your 

budget 
6. Marketing plan - List of sales channels, communication tools and 

promotional tactics  
7. Operations - List of things you need and description of how you plan to run 

your business  
8. Financial projections - Cash flow budget and Profit and loss budget 
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Explain that for the purpose of calculating her Optimized and Targeted Revenue 
projections, Ana uses the wholesale price of $ 2.99. 
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Explain that the Executive Summary is a summary of your business, mission and 
vision. It describes the market opportunity, your products/services’ value 
proposition, your market segment and your business goals.  

● What problem are you trying to solve? 
● What products/services do you want to create and sell ? 
● What makes your product/service unique and valuable? 
● What are your business goals and targets? 

 
Explain that in the example of Ana’s Business Plan, her Executive Summary details 
the following:  

● Value Proposition: Homemade, freshly baked, organic, strawberry-flavored 
chocolate cakes using local ingredients  

● Mission: To produce the best homemade, freshly baked organic chocolate 
cakes in the city 

● Vision: To be recognized as a premium brand offering high quality organic 
cakes  
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Explain that the Target Market refers to the specific customer segment you want to 
sell your products/services to.  
 
Clearly identifying and understanding your target market is crucial for your product 
development and marketing strategy. It is also important to be able to estimate the 
size (i.e., estimated value and volume) and growth potential of the market.  

● Who do you want to sell to? 
● Where do the customers come from? 
● What are their characteristics? 
● What do they want?  
● What is important to them?  
● What do they value? 



#SheMeansBusiness  
Business Resiliency Program – Speaker Notes 
 

 

Explain that in the example of Ana’s Business Plan, she described her Target 
Market as follows:  

● Retail: Chocolate cake lovers, Organic food segment, Online food shoppers, 
Nationwide 

● Wholesale: Resellers of high quality cakes: Specialty organic shops, health 
food shops, restaurants and hotels in the city. Estimated 15 target buyers. 

 
Slide 12 
 

 
 
Explain that Market segmentation is the process of dividing potential customers 
into groups based on their shared characteristics, interests, preferences and needs.   
 
This allows a business to precisely reach a consumer with specific needs and wants. 
Benefits of market segmentation: 

● Identify specific market segments with particular needs.  
● Focus on targeted segments to deeply understand their pain points and 

what they value. 
● Develop products/services, pricing and delivery to meet target segments’ 

needs and differentiate from competitors. 
● Select most relevant marketing and sales channels and communication tools 

to reach targeted segments. 
 
Explain that Social Media provides one of the best ways to reach a targeted 
audience by enabling entrepreneurs to specify the age, income, education, career, 
location, interests, etc. of the customers they want to reach. 
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Explain that in starting or expanding a business, we must assess and plan for 
staffing requirements according to the expected development of the business.  
Identify the staff you would need for different roles and detail their job 
responsibilities. 

● What human resources do you need? 
● What are the skills required? 
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● How will you pay your staff (e.g., fixed or hourly salary, commissions)? 
● How much will you pay your staff?  
● What is your recruitment schedule? 
● What training is required for your staff? 

 
Explain that in the example of Ana’s Business Plan, she described her Human 
Resources plan as follows:  

● Staffing/salaries:  
○ Owner - Pay monthly salary of $ 100 (April - June 2019) and increase 

to $130 in Jan 2020 
○ Staff - Hire assistant for production of cakes in August 2019. Recruit 

staff with experience in bakery or food production business. Starting 
salary of $ 60 and increase to $ 70 in January 2020 

● Training: New staff will require 2 weeks of training in production. 
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Explain that it is necessary to identify and evaluate competitors’ strengths and 
weaknesses, product offering and pricing, marketing strategy, revenue, etc. This 
information will enable you to develop your product positioning and ensure strong 
value differentiation. 

● Who are your main competitors? 
● What products/services do they offer? 
● What is their market positioning? 
● How do they market their products/services? 
● How do they price their products/services? 
● What are their strengths and weaknesses? 
● What is their estimated revenue (i.e., estimated sales volume x selling price)? 

 
Explain that in the example of Ana’s Business Plan, she identified, surveyed and 
evaluated her three main competitors and found that none of them offer the same 
product positioning with her high quality, organic, strawberry-flavoured chocolate 
cakes.  Being differentiated in the market provides Ana with a strong competitive 
advantage.  

● Competitor A: Average quality, Not Locally made, Not Fresh, “Branded”, 
Large Production, Supplies to restaurants and supermarkets, Retail price at 
$ 2.50 

● Competitor B: Low quality, Locally made, Small Production at 10 cakes per 
day, Retail price at $ 2.45 

● Competitor C: Low quality, Locally made, Small Production at 10 cakes per 
day, Retail price at Retail $ 2.40 
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Explain that suppliers play a key role in your business and it is essential to seek the 
best suppliers that are willing to partner with you to develop the market.  Evaluate 
and select suppliers based on product offering, quality, pricing, availability and 
payment terms, etc.  
  

● What materials/merchandise do you need ? 
● Are these suppliers reliable and reputable? 
● How competitive are the prices? 
● What are the payment terms offered ? 
● Which suppliers can provide best prices at your desired quality? 
● Where are the suppliers located? 
● What are the lead times for delivery? 

 
Explain that in the example of Ana’s Business Plan, she identified her suppliers and 
negotiated the terms of payment which is important for her cash flow projection and 
management. 

● Organic strawberries - Supply from Family’s (In-laws) Strawberry farm at 
best price with 2 weeks credit term 

● Organic flour- Supply from specialty organic flour wholesaler in the city at 
market price with cash payment 

● Other ingredients/materials - Supply from local grocery shop at market price 
with 1 week credit term 
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Explain that the marketing plan details the sales and communication channels, tools 
and promotional tactics you will use to communicate and promote your 
products/services to your target customers. 

● How will you price your products/services? 
● Where will you sell your products/services?  

E.g., Offline (i.e., Own shop, other business's shops, etc.) or Online (i.e., Social media 
accounts, own eShop, eMarketplaces, On-demand Apps, etc.).  
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● What channels will you use to communicate your products/services? 
E.g., Facebook, Instagram, WhatsApp Business, website, newspaper, radio, email, 
etc.  

● What marketing materials would you need?  
E.g., Price list, images, videos, content, flyers, brochures, banners, advertisement, etc. 

● What is your promotional strategy?  
E.g., Discounts, rebates, gifts, tasting, etc. 

● What Customer Service do you provide?  
E.g., Customer Service number via WhatsApp Business, Facebook Messenger, After 
sales service, etc. 
Explain that in the example of Ana’s Business Plan, she described her Marketing 
Plan as follows:  

● Selling prices 
Use both Cost-Plus and Psychological pricing strategies at 50% markup for 
wholesale customers, (i.e., $ 2.99/cake) and 75% markup for retail customers, (i.e., $ 
3.49/cake).   

● Sales channels 
○ Online retail - Facebook, Instagram, WhatsApp catalogue, own eShop, 

online marketplaces  
○ Wholesale - Shops, restaurants and hotels - To contact customers to 

offer product tasting  
● Branding  

Create a new brand “Ana’s Organic Cakes” with attractive logo and packaging 
design to provide additional value to the business and products, and be easily 
recognizable by customers.  

● Marketing: 
○ Boost marketing on Facebook and Instagram with Ads 
○ Inform clients of new product through WhatsApp Business 
○ Engage healthy lifestyle influencers 
○ Send cakes to Organic food bloggers and media for product reviews 
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Explain that Digital Marketing are efforts to reach targeted customers through 
digital channels, which include social media marketing, mobile phone messaging, 
email marketing, display advertising, search engine marketing and apps. 
 
The most effective digital marketing strategy is Social Media marketing, which is the 
top marketing channel used by businesses globally.   
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Social media offers a cost-effective way to reach a wide range of audiences.  It 
enables businesses to create and engage a community of followers and buyers 
through meaningful interaction.   
 
When creating digital marketing strategies, it is important to remember that 
consumers today are “mobile first”, so content and posts must be short, engaging 
and have a clear call to action. 
 
The following are the main digital marketing strategies businesses use: 

● Social Media  
 
Use of social media platforms to build brand awareness, promote and market your 
products/services to a wide range of audiences. 

● Content Marketing  
 
Creation of content (blogs, eBooks, infographics, videos, etc.) to share digitally with 
customers to attract them to view your content and respond to a call to action. 

● Pay-per-click Advertising  
 
An advertising model in which businesses can expose their products/services to 
their targeted audiences on Social Media and Search Engines, but only pay a fee 
each time their Ad is clicked. 

● Video Marketing 
 
Use of videos to promote and market your products/services, attract and engage 
customers on your digital and social channels. 

● Messaging & Chatbots 
 
Use of messages via SMS or messaging apps such as WhatsApp Business, 
Facebook Messenger to promote and market your products/services and engage 
with customers.   
 
Messaging is now customers’ preferred channel for customer service. 

● Email 
 
Use of email to promote products/services and develop relationships with 
customers. 

● Online reviews  
 
Online reviews is the new word of mouth.  It plays a critical role in how customers 
perceive your business.  
 
Carefully leverage and manage your Social Media presence and third-party review 
sites to ensure good reviews of your business and products/services. 

● Website  
 
Use of various types of websites to build online presence and market 
products/services.   
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Small businesses can build a business website, which is your online company 
address where potential customers and other stakeholders can find out about your 
business.  
 
Businesses can also build online shops on their own or other websites (i.e., 
eMarketplaces) to promote and sell products/services.  
Always leverage social media to drive traffic to your online shops. 

● Search engine optimization & Local SEO  
 
SEO is a process to increase traffic to your website and Facebook Business Page 
through organic search engine results.  
 
Local SEO helps businesses promote their products/services to local prospects and 
customers by optimizing their website or Facebook Business pages for location-
specific search queries. 
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Explain that Social Media is vital for small businesses looking to increase their 
brand’s visibility.  
 
It is a great way to connect with your customers to communicate, entertain, 
educate, engage, and deliver customer service. 

● Community - Build and engage community 
○ Invite comments, opinions and direct interaction with your posts 

through "likes" and "shares" 
○ Share newsworthy information in addition to your products/services 

information 
○ Like and share their posts where relevant 

● Content - Must be authentic, engaging and prompt followers to like, share, 
and comment. 

○ Customize your content for different platforms as social channels are 
different 

○ Relevant, high-quality, educative, entertaining, helpful content  
○ Relate images and short videos to your text.  

Videos generate more shares than images and texts. 
○ Relevant hashtag strategy  
○ Schedule posts according to the times with highest traffic and 

engagement 
○ Boost your posts  
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● Stories - Share what's happening with your business through live streaming 
on Facebook, Instagram, and other platforms.  

○ Consumers want to know your story.  
 
Share your backstories, behind-the-scenes, live updates of events, staff profiles, 
etc. 

○ Provide sense of immediacy and intimacy with your target market. 
○ Create shareable and memorable content. 

● Messaging  
○ Use Facebook Messenger to connect with customers for customer 

service, sales enquiries, etc. 
○ Use WhatsApp Business to connect with your customers easily by 

using tools to automate, sort and quickly respond to messages. 
○ Use WhatsApp Business to create a catalog to showcase your 

products and services.  
● Influencers - Work with influencers to reach a whole new audience. 

○ Identify appropriate influencers whose followers match your target 
audience 

○ Leverage key influencers to have your content shared by people with 
a large social media network 

○ Provide quality content for them to direct their followers to your social 
media accounts  

● Brand Advocates - People who love your brand are your best promotional 
tools. 

○ Satisfied customers/ followers 
○ Employees 

● Online Reviews - Customers look at reviews for information and social proof 
about a business/products/services.  

○ Ask for and incentivize reviews 
○ Always respond to positive and negative reviews quickly  
○ Pay attention to negative reviews and use the opportunity to turn an 

unhappy customer happy with good customer complaint handling 
● Advertising - Paid promotions allow you to reach relevant audiences to 

whom you don't currently connect.  
○ Build brand recognition 
○ Promote particular posts/videos 
○ Link to websites or eMarketplaces to sell your products/services 

● Analytics - Leverage data and insights from social media analytics to 
improve Ad targeting and performance. 

○ Insights can tell you how your posts and pages are performing and 
understand what resonated most with your audience 

○ Information about your followers - demographics, location, language, 
interaction with your brand on Social Media.  
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Explain that it is essential that you think about and plan for how you would operate 
your business, i.e., place of business, equipment, operational days and hours, etc. 

● Where will you operate your business? 
● Do you require any special registrations or permits? 
● How much space (in square metres) do you need to operate? 
● What equipment do you require? 
● What are your operational days and hours? 

 
Explain that in the example of Ana’s Business Plan, she described her Operations 
considering the operational hours and working space needed for increasing her 
production. 

● Business location: Use house kitchen until July 2019. Move to new premises, 
and invest in additional equipment for bigger production in July 2019. 

● Operations: Operate 6 days a week, Monday to Saturday from 7am-5pm 
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Explain that financial projections using the Profit and Loss and Cash Flow 
templates will enable you to determine how much sales you need to target, how 
much cost you will need to expend, how much profit you can expect to achieve, the 
funds needed to start and/or operate the business and the possible sources of 
finance. 

● What are your Variable and Fixed costs? 
● What are the COGS/COSS and Selling Prices of your products/services? 
● How many products/services do you need to sell to break even? 
● What are your Revenue targets? 
● How much capital is required to achieve the Business Plan? 
● What will be the sources of capital? 

 
Explain that in the example of Ana’s Business Plan, she prepared her Profit and 
Loss and Cash Flow Budgets to forecast her profitability and cash needs.  She 
realized that she would require financing immediately in April 2019 to fund the new 
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inventory of organic strawberries and flour, and again in July 2019 to finance her 
business expansion. 

● Profit & Loss Budget: 
○ At her full production capacity of 288 cakes expected in July 2019, Ana 

can expect Target Sales of $ 861 with Target Profit before tax of $ 120. 
○ At full production capacity at 576 cakes expected in December 2019, 

Ana can expect Target Sales of $ 1,722 with Target Profit before tax of 
$ 197. 

● Cash Flow Budget: 
○ Ana can inject $ 70 of capital (from the sale of the second motorbike) 

in April 2019 to finance her Working Capital until July 2019. 
○ Ana will require additional financing estimated at $ 250 (excluding 

cost of funding) in July 2019. She plans to apply for a micro-loan of $ 
250 to purchase the additional equipment and hire a production 
assistant. 

○ April, May and July 2019 will be the months with the lowest closing 
balance. Monitoring and control of cash inflows and outflows before 
and after this period is very important in order to maintain positive 
closing balance 
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Explain that a business strategy is part of a business plan. The business plan sets 
out the goals and objectives while the business strategy describes how we plan to 
reach those goals. 
 
Different businesses may choose different strategies or paths to achieve their goals.  
Cost Leadership and Value Differentiation are two key strategies that businesses 
use to create competitive advantage. 
 
Cost Leadership 
 
In the Cost Leadership strategy, the business aims to be the market leader in terms 
of cost through cost minimization (i.e., operate at a lower cost than competitors).   
 
The focus is on achieving the most cost-effective way of delivering 
products/services of reasonable value or quality.  
 
Cost Leadership is mostly used by large companies with strong economies of scale.   
 
Low cost airlines are a good example of Cost Leadership strategy.   
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● Compete for a broad customer base with best supplier pricing and terms to 
gain market share 

● Focus on maximizing sales volume as the margin is very thin 
● Strict control of fixed costs and outsourcing non-core activities, etc.   

 
Value Differentiation 
 
In the Value Differentiation strategy, the business distinguishes itself by offering 
unique products/services that customers will prefer to competitors’ and be willing to 
pay more to satisfy their needs. This strategy does not consider price but value as 
the key for success in serving a niche market.    

● Sellers can set a wide margin if the products/services can win the customers’ 
hearts. 

● Achieved through superior value, quality, innovation, design, delivery, 
customer service, etc. 

● Attractive branding and effective marketing and promotion are important to 
communicate products/services benefits. 

● Enables a business to increase profits without high risk or lowering prices. 
 
For example, in the Case study of Ana, Ana recognized two market opportunities - 
demand for organic chocolate cakes and demand for high quality cakes from 
restaurants and hotels - which led her to choose to differentiate herself by 
producing high quality organic chocolate cakes.   
 
Ana decided to go for a Value Differentiation strategy by proposing a unique 
product for a niche market. 
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Ask participants if they think that growth always means profits. 
 
Explain that growth can only result from profit, meaning that profit must be carefully 
managed as a resource for growth. Women entrepreneurs must also understand 
that Growth presents Risks. 
 
Caution that profit must not be immediately used for personal consumption 
purposes. Mention that some businesses fail to grow to the next level as expected 
and the profit that was retained/reserved for growth is also diminished along the 
way. 
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Mention that businesses might grow their sales during the initial stages, but before 
reaching break even, they will have more money coming out of the business. 
 
Explain that investments in equipment might generate profits right away, but 
significant cash will need to be put in advance for the investment, which might not 
be available at some points. 
 
Explain that sales could be going down, which means that the company is no longer 
growing, but shrinking, and they can still show profits. 
 
Tell participants that it is important to look at the history and financial records, 
which can also help to estimate what will happen in the future.  
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Explain that several opportunities for expansion may be presented: 

● Your customers may demand more - more volume and ranges of 
products/services, more channels to buy your products/services, etc. 

● You have too much business to handle, i.e., you are operating at your 
maximum capacity and you need more space, more staff, more equipment to 
meet growing orders. 

● An opportunity surfaces that is too good to pass up. However your current 
operations (i.e., production, equipment, staff, location of premises, sales 
channels, etc.) do not meet the requirements for that opportunity.  

● You have excess cash reserves unutilized - not investing means losing the 
opportunity to make more money. 

 
When you have identified one of these needs for expansion,  then you should 
prepare a business plan to determine your strategy, budget, action plan and 
funding for the expansion.  
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Explain that essentially a business may expand through Organic expansion or 
Leveraged expansion. 
 
Organic or internal growth involves expansion from within a business (e.g., by 
expanding the product range, or number of business units and locations).  
 
Organic growth builds on the business's own capabilities and resources.  It implies 
lower risks because the resources are from internal financing.   
 
However, the process is slow, and the business may fall behind the trending market 
and lose momentum. 
 
Leveraged expansion refers to the use of external resources to speed up the 
growth of the business by acquiring new assets (e.g., loan from banks, or buying new 
equipment using financing/leasing from multi-finance companies).  Leveraged 
expansion implies higher risks as external financing is needed.   
 
However it can accelerate development and the business can keep abreast with 
market momentum. 
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Module 8 – Financing your Business 
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Modules 
   

1.    Financial Goals 
2.    Personal Financial Health  
3.    Business Financial Health    
4.    Business Financial Needs 
5.    Business Financial Reports 
6.    Costs and Pricing 
7.    Business Plan and Strategy 
8.    Financing your Business 
9.    Financial Services and Digital Technology 
10.    Managing your Business Finances in a Crisis 
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Explain to participants that this session focuses on understanding: 

● The different stages of business and appropriate sources of finances. 
● Understanding the implication and obligations of internal and external 

financing. 
● When to consider credit and when to avoid it. 
● Different sources of finance, what to know before taking a loan, and 

calculating and comparing costs of funds. 
● How lenders assess your eligibility for loans - the role of character, credibility, 

capacity, capital, conditions and collateral. 
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Ask participants to consider which stage their business is at currently. 
 
Review the matrix with the participants. 
 
Ask participants to identify themselves in the matrix. It is possible that their 
perception is different from reality or that they are further in their business than 
they thought.   
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Explain to participants that it is possible to fulfill the necessary financing needs from 
within the business, especially if there is a clear distinction between business and 
personal expenses. 
 
Mention that there are two potential sources of financing that come from the 
business: revenue and additional investments from the owner or entrepreneur. 
 
Explain that in order to use Revenue as a source of financing for Capital 
Expenditure, it is important to consider the following: 

● Profitability is key to ensure the availability of future resources from 
Revenue. 

● It could take a long time to save enough money for long-term investments, 
which can delay your company’s growth. 

● There is no payment associated with this source of funds. 
 
Explain that additional investments from the owner or the entrepreneur can be 
another option but there are also the following to consider: 

● Resources might be limited. 
● Return on equity will be smaller, making the business less attractive. 
● Owners don’t have to share any decision-making power.  
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Mention that the risk of internal investment is that the business may grow slower or 
it might not keep up with market momentum and thus miss opportunities. 
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Mention that there are a few choices for external financing, but they can all be 
classified into any of the three (i.e., loan, equity and grants.) 

● Loan: For businesses, installment loan is the most common type of loan.  
 
Some countries offer Credit Cards to businesses and this is considered revolving 
credit, which is a type of loan that lets you repeatedly borrow against and pay off a 
credit line without having to apply for a new loan.  

● Equity: Equity financing is a method of raising capital by selling shares to  
investors.  

 
In return for the investment, the shareholders receive ownership interests in the 
company. 

● Grants: It is a sum of money (i.e., financial assistance) given by a government, 
organization, or person for a specific purpose.  

 
Unlike a loan, you do not have to pay back the money. 
 
Explain that there are various types of loans (e.g.,  loans with collateral, loans 
without collateral and loans with repurchase scheme (i.e., pawn shop)). 
 
Each type of loan has different terms and conditions (T&Cs), and different costs. 
Women business owners must thoroughly understand the T&Cs before applying for 
any loan. 
 
Explain that it is also important to ensure an appropriate balance of different 
sources of internal and external financing.  
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Explain that short-term and long-term loans refer to the duration in which a loan is 
paid back.  
 
Short-term loans are appropriate for short term cash needs (e.g., Working Capital 
for inventory, supplies, expenses or unanticipated opportunities and emergencies).  

● Trade credit is simply the credit extended to you by suppliers who agree to 
deliver the products/service to you before you pay after an agreed period 
(e.g., 15 days, 30 days, 60 days, etc.). 

● Invoice financing enables businesses to borrow money against their 
outstanding Accounts Receivable.  

 
The lender advances the business owner with a portion of the invoice value (e.g., 80 
- 90%) in the form of a loan, line of credit, or in inventory and supplies.  The business 
owner repays the lender the amount loaned plus fees and interest once the invoice 
is paid. 

● Short-Term business loan: Lump sum amounts borrowed that must be paid 
back with interest and fees in monthly fixed installments over a short amount 
of time.  

● Line of credit: A type of revolving credit that provides borrowers with access 
to an amount of money that they can draw from in any amount up to the pre-
set limit at any time.  

 
Interest is accrued on the borrowed amount and money can be borrowed again as 
it is repaid. 
 
Explain that Long-term loans are most appropriate for business expansion (e.g., 
CapEx for purchasing equipment, real estate, large-scale projects or large business 
expenses, etc.). 

● Equipment financing is a loan that is used specifically for purchasing 
equipment. Equipment loans cover 80 - 90% of the value of the equipment 
and is generally paid directly to the equipment supplier.   

 
The equipment itself serves as collateral and the ownership is fully transferred to 
you once the loan is repaid. 

● Long-Term business loan: Lump sum amounts borrowed that must be paid 
back with interest and fees in monthly fixed installments over several years. 

 
Mention that short-term loans generally have higher interest rates than long-term 
loans. Interest rates vary by lender, the creditworthiness of the borrower, and the 
loan amount.  
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Explain to participants that credit can be considered when internal resources 
cannot afford to cover the need: 

● When there is a sudden demand or if there is an immediate business 
opportunity. 

● Accelerate sales growth or increase sales volume in a shorter amount of 
time. 

● Increase the production capacity or service delivery capacity of the 
company leading to increased income. 

● Protect the company’s relationship with suppliers by building long term 
partnerships and potentially obtaining better discounts as a preferred 
supplier. 

● Build a credit history which can help build a reputation of a trustworthy 
commercial partner. 

● Refinancing more expensive loans (e.g., a previous, and still active loan that 
has a higher interest rate or one that requires larger payments). 

 
Explain that most of the time, credit can incur additional costs in the form of interest 
and/or fees.  
 
When seeking funding, it is important to match the time frame of funding needs to 
the time frame of loan.   
 
If the needs is only for short term needs, do not apply for long-term loan, which will 
cost more than short term-loan.   
 
A mismatch will cause extra cost or a shortfall. 
 
Remind participants that forecasts and budgets are a fundamental tool when 
considering additional financing, as they are the only way to determine if the 
company will be able to pay back according to the credit terms and conditions.  
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Refer to the case study of Ana and ask participants to look at the Profit and Loss 
Budgets in Ana’s Business Plan 
 
Ana’s Profit and Loss Budget is forecasted based on her Cash flow report and P&L 
statement for Jan - March 2019 for two scenarios:  

● 1 oven with maximum production and sales capacity of 288 cakes by July 
2019. 

● 2 ovens with maximum production and sales capacity of 576 cakes by 
January 2020. 

 
The P&L Budget shows her potential lender her sales, expenses and net profit 
projections. 

● At full production capacity at 288 cakes expected in July 2019, Ana can 
expect a Target Sales of $ 861 with a Target Profit before tax of $ 120. 

● At full production capacity at 576 cakes expected in December 2019, Ana can 
expect a Target Sales of $ 1,722 with a Target Profit before tax of $ 197. 
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Explain that to realize her business plan, Ana needs to create a cash flow projection 
to understand how much money she will need to run the business.   
       
To create her Cash Flow Budget, she makes the following assumptions:  

1. Ana needs to buy a larger inventory of organic flour and strawberries in April 
2019.         

2. Ana will pay herself a salary of $ 100 starting April, and will raise this to $ 130 
starting January 2020.         

3. Ana will invest in an additional set of equipment in August 2019.  
            

4. Ana needs to hire 1 assistant in August, whom she will pay $ 60 per month 
and raise to $ 70 in January 2020.      
          

We can see that Ana will have negative cash flow in April, May and July, which 
results in negative closing balance in  May, July, August and September.   
Ana needs to find some financing because she will not be able to run the business 
according to this projection under the current condition. 
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Explain that Ana realizes that she will need to find additional financing to reach her 
business goals.   
 
She considers how she can raise funds from within her family and from external 
sources.    
 
To minimize the burden of external loans, she decides to sell one of her motorbikes.
   
Ana then creates another a cash flow projection with the assumption of additional 
financing of $ 320.  

● With a personal financing of $ 70 (the remainder after she repays the 
outstanding loan from sale of 2nd motorbike,) she injects additional capital in 
April. This new fund will finance the Working Capital until June. 

● A Micro Loan of $ 250 taken in July will help finance the investment of 
additional equipment and the new staff to assist Anna. This new loan will be 
paid back in 12 months with a repayment of $ 25 per month (35% APR 
Balance Reducing Rate), added to the loan from her mother. 

 
Monthly Interest Expense = Monthly Repayment - (Total Loan / 12 months) = 25 - 
(250/12) = $ 4.17 
 
April, May and July will be the months with the lowest closing balance. Monitoring 
and control of cash inflows and outflows before and after these months is very 
important to maintain positive closing balance. 
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Explain that there are different sources of financing available and it is important to 
understand how they work and if they are appropriate for you. 
 
Read out the list of credit options and ask participants which ones they are familiar 
with  
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● Government Programs 
● Non-Profit Organizations 
● Banks 
● Micro Finance Institutions 
● Credit Unions/ Savings & Loans Cooperatives 
● Multi Finance Companies 
● Fintech Companies 
● Pawn Shops 
● Traditional Financing (e.g, Loan Sharks, Rotational Savings Groups, etc.) 

 
Explain to participants that it is important to make a distinction between credit 
given to the entrepreneur and credit given to the company. 
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Explain that loans carry additional costs such as commissions, bank fees and 
interests or service fees, and these should be included in the forecasts or budgets. 
 
Explain that time is key, as creditors will want payment upon an agreed term and 
business cash flow might behave differently if delays happen, sales go down or 
clients take longer to pay. 
 
Explain that borrowing money is a huge responsibility. All loan repayments must be 
made in full and on time, even if your circumstances change.  
 
Payments are due usually without consideration for your cash flow. 
 
So only borrow what you are sure you can repay.  
 
Explain the consequences of failure to pay back the loan.  Business owners may 
lose their assets placed as collateral. 
 
A bad debt may cause the business to be blacklisted in the Central Bank or  
 
Financial Services Authority’s credit register.   
 
The business’s reputation and credit score will be affected until after the debt is 
cleared. 
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Remind participants that it is important to be sure that credit is the best choice 
before taking on a loan, as it is an obligation. 
 
Ask them to review if they have looked at different alternatives (such as the ones on 
the slide). 
 
Highlight that sometimes other people might have a strong influence on our 
decision on the type of credit to take or to take any credit at all.   
 
Be careful as these people might not have the business’s best interest at heart. 
 
Explore how gender dynamics might also influence these decisions, such as 
pressures coming from family members.   
In some cases a husband’s approval is needed for a loan application even if he is 
not involved in the business.   
 
In such a situation, the women business owner must remind the husband of the 
shared family vision, seek his support and ensure that he is kept informed through 
open and transparent discussion throughout the loan application process. 
 
Remind participants that they must maintain the strictest discipline in using the 
business loan only for business purposes and not for family needs. 
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Explain that it is important to compare loan offers from different financial service 
providers to ensure you are getting the best deal before making any decision.  
 
Before speaking to a loan officer, we must do our research to make sure that we 
understand the basic terms and concepts in the loan process.  



#SheMeansBusiness  
Business Resiliency Program – Speaker Notes 
 

 

We can find information on the different types of loans available, the interest rates 
and fees, requirements and loan application process from online financial product 
aggregators or directly from the financial service providers. 
 
Explain that before taking a loan, it is important to: 

● Understand what the lender is expecting from you (e.g., identity documents, 
business plan, financial records and statements, collateral, etc.). 

● Understand the total borrowing costs including total interest payable, 
administration fees, insurance fees and other additional costs. 

● Understand the loan payment term, which affects the monthly payment and 
the total interest rate – A longer term loan may mean lower monthly 
repayment installments but you will pay more in interest and other charges in 
the long run.  

● Understand how Late Fees are calculated and the grace period for Past Due 
(i.e., payment that is not made by its due date, or late payment).  

● Understand if there are any Prepayment Penalties when you repay early as 
some lenders impose penalties while others will not forgive any interest. 

● Review your current finances, especially your Cash Flow report,  to 
understand your ability to pay.   

 
See how much you have left after paying your monthly expenses, any existing loans 
and setting aside some cash as reserves.  
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Explain that in addition to business and personal documentation, business plan, and 
financial records and statements, your loan will have other requirements, including 
collateral and guarantees. 
 
Collateral is an asset that is used to secure a loan.  Collateral is generally not 
required for short-term loans, lines of credit, and credit cards. However, some 
lenders still insist on collateral for short-term loans. 
 
Pledging a collateral shows the lender that you are prepared to pay your loan and 
are not a high-risk borrower. If the borrower fails to pay the loan, the lender has the 
right to seize the asset, which can then be sold to repay the debt.  
 
Any business asset that has value and can be sold by the lender to repay the loan if 
necessary, can be considered as collateral.  This includes equipment, vehicles, 
buildings, and inventory and Accounts Receivable. 
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Personal Guarantee is usually required for most business loans and requires that 
all owners (generally anyone with a 20% or more shares in the business) sign and 
acknowledge that they will be personally held responsible for the loan.  
 
Personal assets can be seized to repay the debt.  
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Explain that when looking for external debt funding,  it is important to understand 
how to calculate the total cost of the loan.   
 
To do this, we need to take into consideration the total interest cost and other costs 
(i.e., administration fees, insurance, commissions etc.).   
 
We should also be aware of the penalty fees for late or early repayment. 
 
Explain that we commonly see many different ‘types’ of interest rates and it is 
important to understand what they mean. 
 
Annual Interest Rate or Annual Percentage Rate (APR) is also known as the  
 
Nominal rate. This is the percentage of interest charged annually on a term loan.   
 
The APR is the rate that we usually see advertised by lenders. Be aware that this is 
not the rate you will finally pay. 
 
Explain that the total interest can be calculated based on the Flat or Reducing 
Balance rate method using the Annual Percentage Rate (APR) and the loan term. 

● In the Flat rate method, interest payments are calculated based on the 
original loan amount and the monthly interest stays the same throughout the 
whole loan period.  

● In the Reducing Balance rate method,  the interest payment is calculated 
based on the remaining outstanding principal at the end of each installment 
and works on computing the interest on a reducing balance basis for the 
term of the loan. 
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Highlight that in the Flat rate method, interest payments are calculated based on 
the original loan amount and same interest rate will be applied throughout your 
repayment period. 
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Highlight that in the Reducing Balance method, the interest payment is calculated 
based on the remaining outstanding principal at the end of each installment. 
 
If you’re making monthly payments, this means the effective interest rate will be 
different every month.  Remember that the monthly effective interest rate per month 
differs from the advertised interest rate, (i.e., APR).   
 
The effective interest rates also take into account processing fees and the 
changing interest rates based on the outstanding loan amount. 
Interest Payable per installment = Effective interest rate per instalment x  
Outstanding loan amount 
 
Highlight that in the given example, the total interest for a Loan value of $ 1,000 and 
APR 4.75% for 1 year using the Reducing Balance method is $ 25.80.  
 
Note that as shown on the previous slide, that the total interest Loan value of $ 
1,000 and APR 4.75% for 1 year using the Flat Rate method is $47.50 
 
Explain that an amortization schedule is a record of your loan payments showing 
payment number, payment date, payment amount with a breakdown of how much is 
principal and how much is interest and the balance owing after that payment has 
been made. 
 
Ask the lender to provide the amortization chart of the loan offer.  It shows how you 
will pay down your loan over time and helps you understand the exact impact of 
your loan on your day-to-day cash flow. 
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Explain that Ana received two loan offers - Offer A with an APR rate of 25% with flat 
interest and Offer B with an APR rate of 35% with reducing balance interest.   
 
To understand which is the cheaper option, Ana must calculate the total cost of 
financing.  She asks the loan officers to provide her with the calculation for the 
monthly payments. 
 
Ana understands that in addition to the interest expense, there are normally also 
costs for administration and insurance.  She asks the loan officers to provide her 
with the separate calculation for interest expense, insurance and administration.  
The loan officer explains these separate costs and then calculates the total monthly 
installment for Ana.  
 
Ana decides to take up OFFER B since the Total Interest and the monthly payment 
are much lower than OFFER A. She also enjoys a very special promotion from the 
Lender, who is waiving the Administration fees for the loan. It means that there are 
no other costs for Ana. 
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Explain that in assessing the creditworthiness of a potential borrower, Lenders look 
at several indicators including Asset vs. Liability ratio, Debt-to-Income ratio, recent 
Payment history, Credit score, Credit history, 5 Cs, etc. 
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Explain that in assessing the creditworthiness of a potential borrower, Lenders look 
at several indicators including Asset vs. Liability ratio, Debt-to-Income ratio, recent 
Payment history, Credit score, Credit history, 5 Cs, etc. 
 
The use of alternative data is particularly useful in the absence of traditional credit 
bureau data, payment history and financial records as it can enable more 
consumers to be considered for and gain access to credit. 
 
Lenders can also now look at phone metadata, location data, and Social Media 
profiles as additional alternative data in considering loan applications.    
 
Lenders consider that a person’s online reputation, social standing,  professional 
and personal connections can provide valuable data points for predicting the 
person’s behavior. 
 
Through social media profiles, Lenders can: 

● Look at a potential borrower’s public social media profile to confirm identity, 
validate information, get a fuller picture of her social and economic situation, 
and potentially her credit profile.  

 
Lenders also look for red flags that might indicate irresponsible spending or 
behavior. 

● Evaluate a business’s online marketing activities as a predictor of marketing 
performance and success.  

 
If a business is very active on social media, has a large and growing community of 
followers, has positive engagement with its followers, and good product and service 
reviews, the business is likely to flourish and be financially promising. 

● Evaluate the business’s customer service level, which can impact customer 
retention and thus revenue.  
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Module 9 – Financing Services and Digital Technology 
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Modules 
   

1.    Financial Goals 
2.    Personal Financial Health  
3.    Business Financial Health    
4.    Business Financial Needs 
5.    Business Financial Reports 
6.    Costs and Pricing 
7.    Business Plan and Strategy 
8.    Financing your Business 
9.    Financial Services and Digital Technology 
10.    Managing your Business Finances in a Crisis 
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Explain to participants that this session focuses on understanding: 

● How small businesses can benefit from financial products and digital 
financial services 

● Different solutions for bookkeeping and accounting 
● Online risks and security measures to protect ourselves 
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Explain that small businesses can and should benefit from using a range of financial 
products including savings and current accounts, insurance and investments, such 
as time deposits and mutual funds, that are offered by regulated financial service 
providers.  
 
Highlight that it is very important use financial products and services from 
providers that are registered and authorized by the Central Bank or Financial 
Services Authority.  Registered financial service providers must comply with the 
country’s Consumer Protection regulations that are in place to protect consumers 
from scams and fraud and safeguard against misleading and aggressive sales 
tactics, unfair treatment, etc., by service providers. 
 
You will lose access to important protections if you engage with an unregistered 
provider and things can go wrong. You can find more information on financial 
products through the branches, banking agents or websites of banks and financial 
services providers.   
 
It is beneficial for you to shop around, understand and compare the offerings and 
costs of services to find the product that best suits your needs. 
 
Highlight that it is crucial for business owners to understand that there many 
financial risks, so it is important to beware of and avoid illegal or unregistered 
financial service providers. 
 
Refer to the Central Bank’s or Financial Services Authority’s Consumer Protection 
Hotline or websites to check if a financial service provider is registered, or if you 
need information about your rights and protection as a consumer, or to lodge a 
complaint. 
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Explain that a bank account is a basic financial service that all small businesses 
should have.   
 
Apart from providing a safe place to keep their money separate from personal 
money, savings accounts enable us to build our cash reserves while also enabling us 
to grow our savings through interest.   
 
Banks provide primarily two types of accounts, Savings and Current accounts.   
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Savings accounts provide individuals a safe place to save while Current accounts 
are intended for businesses transactions (e.g., deposit or receive payments and 
make expense payments).   
 
Different accounts have different features, facilities and fees.  Some accounts 
require minimum balances while others do not, some waive bank fees if a certain 
number of transactions are made. It is important to fully understand all the fees 
associated with the opening and use of the account. 
 
All accounts provide monthly statement of transactions, which are very useful for 
tracking cash inflows and outflows.   
 
More importantly, opening and using a bank account allows women entrepreneurs 
to establish a relationship with the banks. Bank records are important for lenders to 
assess your business for a loan application. 
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Explain that in running a business, it is important to anticipate and be prepared to 
manage and reduce risks. 
 
Risks can include loss of cash, theft, outstanding bills, damaged goods, equipment 
failure and loss of income from fire, business owner’s health problems or other 
business disruption, etc. 
 
In addition to setting aside cash reserves, business owners must also consider 
insurance to protect against business and personal financial losses. 
 
Insurance is a financial product which provides protection from financial losses.   
 
When you buy an insurance policy, the insurance company agrees to pay you a 
benefit or claim amount as indicated in the insurance contract, if an unfortunate 
event such as theft, sickness, death, etc. occurs.  
 
The insurance premium (i.e., fee you pay for this service), can be paid monthly, 
quarterly, annually in installments or with a one-time payment. 
Insurance need not be expensive.   
 
There are many microinsurance products available in the market with lower cost 
and easy claims procedures.   
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● Life insurance pays out a predetermined amount of money when you die to a 
person you choose .  

 
The money from your life insurance policy will provide a financial safety net for the 
people you care about. 

● Health insurance pays for part of your medical expenses in medicine cost, 
doctor fees, and hospital fees.   

 
The percentage paid by the insurance company depends on your policy premium 
and corresponding coverage. 

● In addition to government health insurance, you may want to consider 
additional insurance that will pay you a benefit or a fixed amount to cover 
lost income for every day that you cannot work due to sickness or injury. 
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Explain that a time deposit is simply an interest-bearing account that provides 
higher interest than a regular savings account, for money held over a fixed term, 
usually 30, 60, 90, 120 or 180 days.  
 
The longer the term, the higher the interest offered.  However, money in a time 
deposit cannot be withdrawn before the end of the committed period.   
If a time deposit is ‘broken’ early, the financial service provider may not pay the 
interest, or will pay less interest.  
 
Some financial service providers require advance notice (e.g., one month, if you 
want to withdraw funds). 
 
Explain that mutual funds are a type of investment that pools money from different 
investors to invest in a basket of assets managed by a professional investment 
company. Investors own shares in the company whose business is investing (i.e., 
buying shares) in other companies and share equally in the profits or losses of the 
company’s fund holdings. 
 
Mutual funds offer easy access to a diversified portfolio by investing in various 
stocks, bonds, cash and/or other assets. Note that diversified investments are 
important for reducing risks. 
 
Mutual funds are more affordable, i.e., requiring lower minimum investments, and are 
easier to buy and sell compared to other assets. They offer a simple way for small 
investors to invest in stocks, securities, bonds and other assets. 
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Explain that the development of digital technologies and smartphones is 
revolutionizing all aspects of life.   
 Technology enables bank and non-bank financial service providers to efficiently 
deliver financial services through digital devices. Instead of traditional 
branches/offices, providers can now leverage ATMs, EDCs, Mobile Apps and 
networks of banking agents to provide financial services on their behalf. 
  

● ATMs (Automated Teller Machine) enable funds withdrawals,  deposits and 
transfers, bill payments, top-ups for eMoney/eWallet,  balance checking, 
setting of security PINs (Personal Identification Numbers), etc. 

● EDC (Electronic Data Capture) or POS (Point-of-Sale) machines enable 
payment transactions using debit/credit cards and can also function as a 
’mini ATM’ at banking agents.   

● Internet/Mobile banking services provided by banks enable customers to 
access their accounts to make financial transactions through the bank’s 
website using a computer or smartphone at any time. 

● Mobile applications provided by non-bank financial service providers enable 
customers to make financial transactions directly via their smartphones. 

 
Mention that in many countries, consumers now widely use mobile-based digital 
financial services from bank and non-bank providers to make a range of financial 
transactions safely and conveniently. 
 
Highlight that in using the services of a new financial service provider or banking 
agent, it is good practice to check the provider/agent’s registration and identity 
with the Central Bank or Financial Services Authority to ensure their legitimacy. 
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Explain that there are four main categories of Digital Financial Services or Fintech 
services - Payment and Fund transfers, Lending, Wealth Management and 
Insurance.  
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Fintech is making formal financial services more accessible to a wider range of 
consumers.   
 
Explain that Online Financial Services Marketplaces, which aggregate a variety of 
financial products and services including savings, credit and insurance products, 
make it convenient for users to shop and compare offerings from various providers. 
 
Reiterate that before using any new digital financial services, it is critical to always 
check that the service provider is legal and registered with the Central Bank or 
Financial Services Authority.   
 
It is also very important to read and understand all the requirements, costs and 
terms and conditions for the use of any service contained in digital contracts for 
lending, wealth and insurance products.  
 
If in doubt, always ask the customer service officers for more information or seek 
advice from your business association advisors or mentors. 
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Explain that there are of course pros and cons in using fintech services and it is 
important for users to be aware of how we can reap the benefits while safeguarding 
against possible risks. 

● Access 
- Opened up access to a wide range of formal financial services that were not 

always readily available to everyone.   
- Payment and other financial transaction history and data can be used to 

complement financial records and/or used as alternative data for credit 
scoring.   

• Increase speed and convenience 
- Real-time transaction completed in matter of minutes and seconds. For 

example payments made with QR code technology at merchant points can 
be completed almost instantaneously. 

- Transactions can be made any time from anywhere, eliminating the need to 
travel and queue at payment or service provision points. 

• Costs 
- Fintech services typically carry lower fees compared to traditional services. 
- Lowers cost and risks associated with handling cash, i.e., loss, theft, etc. 
- Reduces costs associated to travel to the bank, office, agent or store. These 

costs typically exceed fees charged for digital payments.  
• Improved customer experience and sales:  
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- For women entrepreneurs, accepting digital payments will provide 
competitive advantages as consumers are increasingly going cashless. Not 
accepting digital payments may mean loss in sales  

- For consumers, the speed and convenience of fintech services greatly 
contributes to improving the customer experience especially in today’s fast 
pace of life. 

 
Cons include: 

● Dependence on technology and internet infrastructure means there are 
possible technology and service interruptions 

● High tech means low touch and lack of personal relationship with financial 
service providers 

● Security issues  
○ Use of internet 
○ Existence of illegal/ unregistered services  

● Ease of access to credit may result in overborrowing and overindebtedness  
- High cost from high and compounding interest  
- Defaulting on credit may lead to bad credit scoring and blacklisting by credit 

bureau/registers. 
- Unethical debt collection methods by some lenders 
● Ceilings or limitations in transaction values 

 
Explain that it is important to note that the security of fintech apps depend on the 
security standards and encryption protocols used by the service provider.  Trusted 
institutions invest in security systems and utilize a combination of ways to verify and 
authenticate the user including the use of two-factor authentication, biometrics and 
facial recognition.   
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Explain that digital payments are payments made using electronic instruments and 
devices (e.g., ATM/EDC/POS and debit/credit cards; smartphones and computers) 
to send and receive money in place of physical cash.   
 
eMoney is essentially an electronic store of monetary value on an electronic device.  
It is a digital form of currency that is stored in the country’s banking system and 
backed by fiat currency or physical money. 
 
eWallet is simply a digital form of a wallet that securely stores users’ e-money and 
payment information (i.e., debit and credit card details) digitally.  Some eWallets 
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also store digital loyalty cards, insurance cards, and other identity cards that you 
keep in a traditional wallet. 
 
Users can use eWallets to pay for goods and services at online or offline merchants 
using their mobile numbers, QR codes and PINS on their mobile devices. 
eWallets enable storing of eMoney (cash in or top-up eMoney balance), cash 
withdrawal (cash out), retail payment, bill payment and funds transfer. eWallet 
service providers are increasingly working with lending and investment services to 
offer more financial services such as digital loans, microinsurance, purchase of 
investment products, etc. 
 
Balance top-ups for eMoney/eWallets can usually be done through ATMs, bank 
branches, internet/mobile banking, merchant and banking agent networks. 
 
Transaction fees for services vary from provider to provider who are obliged to 
provide this information through their websites or customer service channels. 
eMoney/eWallets accounts can be unregistered or registered, meaning that the 
user has undergone identity verification using national identity documents. This is 
known as the KYC or Know Your Customer process, which is required by the Central 
Bank’sAnti-Money Laundering (AML) policy. 
 
Registered accounts typically more services than unregistered accounts.   
Depending on the country, these services could include cash withdrawal, funds 
transfer, digital loans, purchase of investment products, etc.. 
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Explain that Person to Person (P2P) funds transfers services enable users to 
transfer funds electronically from their account (e.g., bank account, credit card or 
eWallet) to another person's account via a website or a smartphone app. 
 
Mention that P2P transfers make the process of splitting bills and transferring 
money to friends and family very easy, safe and affordable.  
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Explain that new data technology, machine learning, and alternative credit scoring 
models enable fintech companies to offer credit to via websites and mobile apps. 
 
Explain that Peer-to-Peer lending uses online platforms to connect consumers or 
businesses seeking financing with individuals looking to invest in a loan.  
Typically, the platform collects the principal and interest payments from borrowers 
and sends the payments to investors after deducting its loan administration fees. 
In P2P lending, an individual or a business can borrow money from one or multiple 
individuals, who receive better returns than from savings or time deposit interest.  
 
FinTech companies are responsible for vetting borrowers, who are then matched 
with lenders. 
 
Explain that Equity-based crowdfunding is when a company raises funds from 
several investors in exchange for equity or shares in that company, through online 
forums, social media and crowdfunding websites. 
 
Explain that Invoice financing is a type of Accounts Receivable financing that 
enables businesses to borrow money against their outstanding Accounts 
Receivable.  
 
The lender advances the business owner with a portion of the invoice value (e.g., 80 
- 90%, in the form of a loan, line of credit, or in inventory and supplies).  
 
The business owner repays the lender the amount loaned plus fees and interest 
once the invoice is paid.  Invoice financing is designed to help provide Working 
Capital for businesses with short term cash needs. 
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Explain that investment products such as mutual funds and digital gold can now be 
easily purchased through online investment platforms that can be accessed via 
websites or mobile apps.   

● Mutual funds are increasingly offered by online financial marketplaces which 
provide market insights,  advisory services and fund recommendations. 

 
Mutual funds can be a smart and cost-effective way to invest as they enable small 
investors to access professionally managed and diversified portfolios starting at 
small investment values. 

● Digital gold market platforms enable consumers to invest small amounts of 
money in digital gold in varying minimum values and weights.  The gold can 
be stored by the platform or collected from their physical outlets. 

 
Other features and services may include installment payment programs, gold 
pawning, gold bar trading and storage, and loans.  
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Explain that Insurance technology or “Insurtech” makes buying an insurance policy 
simple, fast and cheap.  
 
It is now possible to buy insurance policies online in a matter of minutes, without 
complicated paperwork and high cost. 
 
Insurtech platforms offer a wide range of insurance policies as well as 
microinsurance products to cover specific activities and needs.  
 
Microinsurance products are designed with low premiums, limited coverage and 
quick claims settlements to support those who might not have access to 
conventional plans.    
 
More complex insurance products will still require face-to-face consultations with 
an insurance expert 
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Explain that there are a number of ways to handle the task of recording 
transactions and preparing financial statements. 

● Manual bookkeeping requires manually writing, calculating and preparing 
financial statements using a note-book or computer worksheet. 

 
 If you are more comfortable with manual bookkeeping, you may keep doing so.  Do 
beware of errors in recording and calculations. 
 
The main objective is to have a well-structured financial bookkeeping and reporting 
system. 

● Bookkeeping and Accounting Softwares are available for use offline on 
desktops or online through devices. Use of softwares enable one-time 
journal entries and automatic generation of financial statements. 

 
Accounting softwares that require downloading to a computer are usually available 
with one-time license fees while Software as a Service (SaaS) are centrally hosted 
software on free or paying subscription basis.  Your data is stored in the cloud and 
can be accessed remotely, anytime and from any device.  
 
Many digital payment applications can now be seamlessly integrated with be 
accounting applications meaning that your sales transactions will automatically be 
captured in the accounting system. 
 
When considering the use of softwares, women entrepreneurs must understand the 
features and functionality, assess the ease of use and suitability to your business 
and research the developer’s security protocols and practices.  Apart from referring 
to information on websites, it is useful to research independent user reviews and 
watch tutorials on how to use the tools before purchasing or subscribing.   

● Professional accounting and finance services are available to help you 
record financial transactions, track payments and expenses, and provide 
advice for improving your business financial management.  They can be a 
good option if you do not have the time or manpower to maintain your 
finances.  
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Explain that in living, shopping and transacting online, we need to be well informed, 
digitally literate and take precautions to protect our privacy and data.  
 
Highlight that women entrepreneurs must be aware of the dangers of theft and 
misuse of personal data, (e.g., identity and social security numbers, bank account 
ATM/debit and credit card numbers and PINs, etc.) by fraudsters and scammers. 
 
Here are some measures to keep yourself safe online: 

● Know what to share and what not to share 
● Keep your passwords secure 
● Activate security and privacy features in your accounts  
● Manage cookies on your browser 
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Explain that women entrepreneurs must beware of online risks and take proactive 
steps to protect their data and financial transactions. 
 
Explain that cybercriminals carry out these attacks through several ways: phishing, 
pharming, skimming, malware, data interception, phone and email scams, profiling, 
SIM card swap and data breaches. 
 
Online risks include: 

● Data and Identity theft   
○ Data theft involves stealing confidential information from computer 

systems. 
○ Identity theft occurs when your personal information is stolen and 

used by cybercriminals to impersonate you to commit fraud or steal 
money.   

Your personal information includes your full name, email address, online login id and 
passwords, identity, social security and family registration numbers, driver’s license 
details, passport number, bank account details, etc. 
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● Social Engineering  
 
Social engineering involves manipulating people into providing confidential 
information such as passwords or bank information, or accessing your computer to 
install malicious software to take control over your computer.  

● Scams and Fraud  
○ Scams are dishonest plans designed to trick you of your money by 

getting you to reveal your personal details, steal your information, or 
get you to willingly hand over your money. 

○ Fraud is the intentional use of false or misleading information to 
illegally cheat a person of money, property, or other assets. 

 
Provide relevant examples of local cases of scams and fraud. 
 
Mention that by understanding these risks and how they occur, we can take action 
to safeguard ourselves. 
 
Explain that overborrowing occurs when an individual borrows more than she/he 
can repay and thus sink deeper into debt.    
 
With fast and easy access to credit enabled by digital lending, consumers also face 
the problem of taking too many loans at extremely high interest rates.  
 
We must understand the full cost of borrowing as some digital lenders charge daily 
interest, which is compounding!  
 
Compound interest is like paying interest on interest. In many cases, the total 
interest is higher than the principal amount borrowed. 
Remember that if you are unable to make your payments on time, your credit 
rating will be hurt. 
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Here are some key rules to apply or avoid to maintain online security: 

● Change your password regularly - at least every two months.  
● Use 2-factor authentication (e.g., PIN and Token/OTP or Biometrics 

(fingerprint & facial recognition)) for banking and financial services apps.  
● Be vigilant against scam SMSes, messages, emails with attachments and be 

aware of suspicious websites. 
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● Always access your account by typing your financial services provider’s web 
address in the address bar of the browser or by selecting the bookmark for 
the genuine websites. 

● Protect your devices with firewall and antivirus software and regularly 
update them. 

● Remotely lock your phone if it is stolen or lost. 
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● Always log out of your accounts after you have finished your financial 
transactions session. 

● Always be cautious when using public computers and public WIFI.  Do not 
leave screen idle for long periods or leave the computer unattended. 

● Be careful of fake apps, which use malware to phish for data. 
● Always read app reviews for comments and reputational check before 

downloading to your device. 
● Ensure the trustworthiness of every app and only download apps from 

reputable financial service providers and companies. 
● Check your financial transaction histories & statements regularly for fraud or 

unauthorized purchases . 
 
Slide 23 
 

 
 
Here are some key rules to apply or avoid to maintain online security: 

● Never give out your personal information to anyone. 
● Never give out your email, banking/ financial service accounts or any 

Passwords to anyone, even if you receive a request from a caller claiming to 
be from your financial service provider  

● Do not use your online banking password for anything else (e.g., mobile 
phone, email, social media etc.). 

● Never use your date of birth, phone number, address, name or name of a 
friend/pet/relative in your Passwords. 

● Never access your online banking accounts through hyperlinks in emails, 
pop-up windows, or search engines. 
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● Never leave your devices unattended while logged on to your online banking 
accounts. 

● Never click any pop-up ads within whatever app you are using. 
● Never  make payments over public WiFi connections as information 

transferred over a public WiFi connection is easily accessible to hackers.  
● Never use any product or service from any financial service providers 

without checking their legitimacy and reputation. 
● Never entertain any unexpected contact by phone calls, SMSes, social media 

chats, letters, emails from any unknown parties offering or requesting money, 
donations or presenting opportunities to make money. 
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Module 10 – Managing your Business Finances in a Crisis 
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Modules 
 

1.     Financial Goals 
2.    Personal Financial Health  
3.    Business Financial Health    
4.    Business Financial Needs 
5.    Business Financial Reports 
6.    Costs and Pricing 
7.    Business Plan and Strategy  
8.    Financing your Business 
9.    Financial Services and Digital Technology 
10.    Managing your Business Finances in a Crisis 
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Explain to participants that this session focuses on understanding: 

● What we can do to shelter and continue our business during times of crisis. 
● How to manage your cash flow and finances during a crisis. 
● Importance of digital skills and transformation in the new digital economy. 
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Explain that in facing a crisis, it is essential to make informed decisions about your 
business.   
 
Before jumping into any solution it is necessary to: 

1. Identify the risks and potential impacts on your business.  
2. Review your financial records and reports to analyze your financial position. 
3. Create a business continuity strategy and plan.  
4. Prepare a crisis budget based on actions to be taken. 
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Explain that by clearly identifying the potential risks and impacts, you will be able to 
make a plan as to what can and must be done to keep your business afloat. 
  
For example, risks could include a 80% drop in traffic to your store, or your main 
supplier is unable to provide supplies for a couple of months. 
 
The immediate impact of these risks would be a significant drop in Revenue as both 
Sales and Inventory would decrease.  
 
This would then affect your Cash Flow and ability to cover your Expenses. 
 
Review the list of potential risks and impacts with participants. 
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Explain that before you can begin cost cutting, you need a clear view of your 
current and future expenses. 
 
Look at your financial records and reports to understand what is your exact 
financial position so that you know how to ‘stop the bleeding’ and the course of 
action you can take to keep your business going. 

● What is the impact on your Revenue? 
● How much are your Variable costs versus your Fixed costs? 



#SheMeansBusiness  
Business Resiliency Program – Speaker Notes 
 

 

● How many products/services do you need to sell to break-even? 
● How long will your Working Capital or Cash Reserves last? 

 
If you do not have any financial records and are not able to answer these questions, 
don’t worry, this is a good time to learn how to manage your business finances. 

1. Analyzing Revenue and Expenses 
 
First we begin by estimating your Revenue. Revenue is income generated from sales 
of products/services from core business activities.  
 
It is important to remember that Revenue is not Profit. 
 
Next, we estimate your Expenses.  Refer to your invoices/receipts, bank statements 
or simply try to recall all your usual business expenses over the last 3 months. 
 
Then sort these expenses into Fixed and Variable costs. 
 
A business’s Expenses fall into two categories of costs, namely: 

● Cost of Goods Sold (COGS), which is the cost of raw materials/merchandise 
and direct labor for producing the products/services.  

● Selling, General and Administrative (SG&A) costs, which include all selling 
expenses and general & administrative expenses (G&A) incurred for business 
operation. 

 
For small businesses, we can consider COGS as Variable costs and SG&A costs as 
Fixed costs. 
 
Explain that by looking at your Revenue versus your Expenses, we can see if your 
business is profitable and how much you have to sell to break even.   
 
Profit is money made when Revenue exceeds the Expenses.  
 
Break-even point (BEP) is the point at which Revenue equals Expenses. 
 
2. Analysing your Cash flow and Cash Runway 
 
Many small businesses may not have set aside sufficient cash reserves to cover 
operations for a long period of time. 
 
You can calculate your Cash Runway, which is how long your current cash reserves 
can last at your current monthly cash utilization rate, i.e., how long the business has 
until it runs out of cash. 
 
Cash Runway (months) = Current Cash Balances divided by Monthly Cost   
 
3. Analyzing Assets and Liabilities 
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Assets are the things your business owns, like cash, inventory, equipment, buildings, 
etc., while Liabilities are things your business owes, like loans, payments owing to 
suppliers, etc. 
 
Make a list of your Assets and Liabilities.  If your Assets are larger than your 
Liabilities, this is a positive position as your Assets may become a source of funding 
to cover some shortfall in the coming months.  
 
Mention that at first glance, recording transactions can seem tedious, and creating 
financial statements can sound intimidating.  
 
However, we only need to understand some basic financial concepts and be 
disciplined to note down all financial transactions in simple Sales and Expenses 
records in order to produce financial statements. 
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Explain that the Cash Flow report shows the actual flow of cash in and out of a 
business in three categories of activities - Operating, Financing and Investing.  
 
Assessing the amounts, timing, and certainty of the business’s cash flow is one of the 
most important skills in managing your business finance. 
 
Positive cash flow is when the business has more incoming than outgoing money 
and conversely, negative cash flow is when the business has more outgoing than 
incoming money.   
 
The Cash Flow report is prepared each month. This enables us to understand the 
flow of cash to ensure that we will have sufficient cash coming in to cover the 
upcoming expenses.  It also enables us to anticipate if there will be a need for cash 
in the future. 
 
Explain that even profitable businesses can fail if they do not generate enough 
cash to cover expenses.  It is also possible to have profit in the Income Statement 
but insufficient or no cash on hand or in the bank to pay suppliers and expenses. 
 
This results from poor cash flow management and can arise if there is late invoicing, 
inadequate credit control (i.e., bad debt or delay in outstanding accounts 
receivable), overstocked inventory, or if a business spends too much on Capital 
Expenditure.   
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Often in cases where business owners mix personal and business finances, use of 
business revenue for personal expenses is one of the key causes of cash flow 
problems.  
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Explain that these are the steps to create the Cash Flow report: 

● Input the Opening Balance of Cash for the 1st Month. 
● Input the Cash In by listing all incoming cash under: 

○ Operating -  Cash in from Sales 
○ Financing - Cash in from Capital  
○ Investing - Cash in from Assets (i.e. sale or income generated from 

assets) 
Then calculate the total Cash In by summing up all incoming cash 

● Input the Cash Out by listing all outgoing cash under: 
○ Operating -  Cash out for business operations, (i.e., COGS/COSS, 

SG&A costs, etc) 
○ Financing - Cash out for loan installments (i.e., loan principal, loan 

interest, administration fees) 
○ Investing - Cash out for capital expenditures (i.e., equipment, vehicles 

etc.). 
 
Then calculate the total Cash Outflows by summing up all outgoing cash 

● Calculate the Monthly Cash Flow by computing Cash Inflows – Cash 
Outflows. 

● Calculate the Closing Balance : Beginning Cash Balance + Cash Flow. 
 
The Closing Balance for one month is reflected as the Opening Balance for the 
following month. 
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Explain that the Income Statement or Profit and Loss Statement (P&L) shows a 
business’s profitability (i.e., whether it made or lost money), over a period of time 
(usually in a quarter or a year). 
 
Explain that essentially all P&Ls are based on a very simple formula, i.e., Revenues 
minus Expenses equals Profit.  
In principle, Revenues are shown at the top of the P&L statement, Expenses are 
shown below Sales and Profit is at the bottom.   
 
Highlight that P&L statements typically show more detailed information to enable 
us to analyze the business performance.   
 
It is useful for us to break down Revenues and Expenses into different sources or 
categories so that we can have a clearer picture of where the sales is coming from, 
(i.e., which products/services); and where the expenses are going (i.e.,  
 
Products/services, Selling or General and Administrative costs). 
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Explain that the P&L statement shows the Gross Profit, Operating Profit and Net  
 
Profit of the business: 

● Revenue - COGS = Gross Profit 
● Gross Profit – Total Operating Expenses (Selling, General & Administrative) = 

Operating Profit 
● Operating Profit + Other Income - Other Expenses - Taxes = Net Profit 
● Revenue - COGS = Gross Profit 
● Gross Profit – Total Operating Expenses (Selling, General & Administrative) = 

Operating Profit 
● Operating Profit + Other Income - Other Expenses - Taxes = Net Profit 

 
Explain that General & Administrative expenses are costs related to: 

● day-to-day business operations, i.e., rent, utilities, communication, labor, 
equipment maintenance, etc. 

● other costs, which include depreciation, interest expense, insurance 
premiums, bank charges, administration fees, licensing and permits, 
community donations, and other unanticipated expenses.  
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Explain that the Balance Sheet essentially shows a business’s value or net worth.   
 
It illustrates a business’s financial position, capturing what the business owns and 
owes, as well as the amount invested by owner/s at a particular point in time. 

● Assets are what the business owns: Cash, Accounts Receivable, Inventory, 
Prepaid expenses, Equipment, Building, etc. 

● Liabilities are what the business owes: Accounts Payable, Customer 
prepayments, Salaries, Loans, etc. 

● Equity is the net value of the business or the amount that would be returned 
to owners if all the business's assets were sold and all its debts repaid.  It is 
calculated by the difference between Assets and Liabilities.  

 
Lenders use the Balance Sheet to assess a business’s stability and liquidity: 

● Calculate the business’s net value 
● Assess how efficiently the business can turn assets into cash 
● Assess if a business can finance growth without outside funding 
● Assess if a business can manage its debts  
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Explain that the following are the steps to create a Balance Sheet: 

● List the Assets into two categories: 
● Current assets include cash and assets that can be turned into cash quickly, 

like inventory, accounts receivable, etc. 
● Noncurrent assets are assets that cannot be turned into cash quickly, such 

as equipment, vehicles, building, etc. 
              Sum up the total Assets 

● List the Liabilities into two categories: 
● Current liabilities are liabilities that are usually paid off quickly, such as 

accounts payable, short-term loans, etc. 
● Noncurrent liabilities are liabilities not paid off quickly, i.e., long-term loans. 

              Sum up the total Liabilities. 
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● List the Owner’s Equity.  
Then sum up the Owner’s Equity and Liabilities.  
Total Assets is equal to the sum of Equity and Total Liabilities 
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Explain that after evaluating your business risks and financial position, you can 
explore 8 courses of actions to turn around your business. 

1. Expenses - Reduce costs and manage spending through cost control 
measures and reducing total spend through better visibility of your spending. 

2. Creditors - Manage payments to suppliers, financing organizations, and 
government authorities and tax office. 

3. Customers - Manage client payments and activate customers to increase 
sales. 

4. Assets Management  - Determine which assets you can sell and which you 
should keep. 

5. Inventory Management - Clear slow moving or dead stock and secure stock 
for best-selling and most profitable products.  

6. Additional Financing - Seek options for short-term financing. 
7. New Business Opportunities - Look for new revenue opportunities - new 

product demand, new markets, new ways to reach clients, etc. 
8. Budget - Create an interim budget based on the course of action to be 

taken. 
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Explain that cutting expenses rapidly is critical during a crisis.   
 
Before you begin cost cutting, you need a clear perspective of your current and 
future expenses and must identify which expenses must be maintained for 
continued operations.  
 
Review your operations and identify how to reduce cost and manage spending: 
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● Supplies - Raw materials, merchandise, supporting materials, operational 
supplies, etc. 

○ Negotiate lower prices with current and new suppliers  
○ Source for new suppliers who can work within your budget  
○ Look for alternative materials with lower prices but of reasonable 

quality 
○ Propose bartering agreements with your suppliers where possible 
○ Seek opportunities to pool resources with your business network and 

even competitors to benefit from bulk orders  
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Explain that clear and timely communication is vital in handling your credit situation. 
 
The biggest mistake is remaining silent or avoiding creditors who are trying to reach 
you.   
 
It is never easy to explain that you have difficulties to pay your debts but remember 
that there are always solutions for both parties. 
 
Communicate regularly, honestly and calmly with your creditors and government 
authorities about your situation.  
 
Negotiate to find a win-win solution for all parties.   
  
Suppliers 

○ Speak to your suppliers to seek better prices and payment terms - 
installments, extensions or additional discounts, even temporarily. 

○ Seek alternative suppliers and start payment terms negotiations 
early. 

○ Keep to agreed payment terms to hold onto your cash longer. Avoid 
early payments for invoices, unless there is an incentive to pay early 
and if it does not affect your cash flow negatively. 

Lenders 
● Speak to your lender for payment deferment or extension without penalties. 

Pledging Fixed Assets as collateral can also demonstrate to your lender your 
commitment to settling your loan as soon as possible. 

● Request for loan restructuring to lower monthly repayments.   
 
Government/Tax Authorities 
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● Check relevant government policies and provisions for special waivers and 
eligibility. 

● Negotiate for payment flexibility (i.e.,  installment arrangements, etc.). 
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Explain that effective communication with customers is central to your marketing 
and customer service efforts.  
 
However, it is more crucial than ever to stay even closer to your key customers 
during a crisis. 
 
It is important to monitor and chase for payments. Contact your customers for 
prompt payments.   
 
Present your invoices when the products/services are delivered.  
 
Communicate transparently with your customers and inform them of what is 
happening with your business.    
 
In case of delayed customer payments, remember that your customers may also be 
experiencing a difficult time so it is important to be empathetic in your 
communication. 
 
If your customers avoid you,  inform them that you need to understand their 
situation to find the best win-win solution.  

● Good Customers  
○ Activate for sales  

■ Intensify communication with your customers directly and 
promote products/services through WhatsApp Business 
and/or Facebook Messenger. 

■ Improve content quality and increase postings on your 
Facebook and Instagram accounts to stay top of mind and 
engaged with your customers.   

■ Roll out special promotions to optimize your inventory (e.g., 
special deals for bundles, bulk discounts, etc.) 

■ Ask customers to help you stay in business by promoting your 
business. Reward them for their referrals. 

○ Improve payment collection 
■ Negotiate and incentivize cash payments and early payments 

with additional discounts. 
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■ Reduce payment terms and ask for down payments.  
● Difficult Customers 

○ Negotiate and incentivize cash payments and early payments with 
additional discounts. 

○ If your customers cannot pay you on time or in full, then negotiate 
installment or periodic payments.  

○ Reduce credit terms and ask for down payments. 
○ Cancel customer credit. 
○ Stop products/services delivery. 
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Explain that you can create additional revenue temporarily by selling, pawning or 
leasing some of your assets that are not used in your normal business operations. 
 
Assets are the things your business owns, like cash, inventory, equipment, buildings, 
etc. 
 
List your business assets and consider which ones you will be able to liquidate to 
cover cash shortfall during crisis.  
 
Liquid assets are those that can be easily converted into cash and includes cash in 
hand/bank, accounts receivable, inventory and investments like mutual funds. 
  
Explain that in your Business Asset Management, it is an important strategy to aim 
to keep your liquid assets at a minimum of 30% of your total assets.  
 
Next review your asset list to determine which assets are indispensable.  Keep 
assets that are needed for production or core business activities and consider to 
Sell, Pawn or Lease non-essential ones. 
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Explain that good inventory management is even more critical during crisis periods.  
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You need to have a clear picture of your inventory and know exactly what type of 
products you actually have in stock. 
 
With potential shipping delays and material shortages, you must be in constant 
contact with your suppliers to track the availability and delivery of supplies.   
 
You need to review your inventory carefully to categorize your products by:  

● demand (fast selling vs. slow moving) 
● profitability (high vs. low) 
● shelf life (long vs.  short) 

 
The 80-20 rule: Usually 20% of the inventory represents 80% of your sales while 80% 
of your inventory represents 20% of your sales.  
 
Stop purchasing slow moving items and focus on products that bring you 80% of 
your revenue. 
 
Manage your inventory by: 

1. Negotiating return or exchange of overstocked inventory where possible 
2. Promoting and clear these products as fast as possible through very special 

deals with potential buyers (B2B, B2C) 
a. Short shelf life products  
b. Slow selling or obsolete products 

3. Focusing your sales and promotional efforts on the most profitable and fast 
moving products.  

 
Secure stock of products which are in high demand and difficult to avail.  

1. Considering to increase stock of fast selling and most profitable products 
which could be hard to secure.  

2. Reducing orders, especially for products which you expect will be in low 
demand during the crisis. 
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Explain that the shift to remote working and reduced social contact is pushing more 
and more consumers online. This trend may become the new norm. 
 
Focus efforts to increase your Revenue through: 

● Activating your customer and follower base - Special promotions for bulk 
orders, bundling, etc,;  Gift cards, Loyalty programs, Customer Referral 
Programs, etc. 
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● Adapting your products/services and delivery to meet your customers’ 
changing or new needs (e.g., Free delivery, Do-It-Yourself options, Remote 
solutions, etc.). 

● Increasing your online presence through Social Media and leveraging new 
online sales channels with your own e-Shop or e-Marketplaces. 

● Engaging your customers and followers on social media and increasing your 
brand awareness with relevant content and Ads.  
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Explain that a good entrepreneur is always able to see opportunities even in 
negative circumstances.   
 
It is not uncommon for business to change directions or industries and many 
companies have made pivots at some point in their lifespans.   
 
There are many successful examples and inspiration that we can draw from. 
 
This is a good time to relook at your business, rethink your product/service offering 
and your revenue model.    
 
Reflect if your business still makes sense or if there is a better way of producing or 
delivering your product/service or there are new needs in the market? 
 
Crisis can bring opportunities and while it is important to act fast, it is even more 
crucial not to rush into any decision without careful research and consideration.   
 
We hear many stories of business owners successfully pivoting their businesses to 
capture new revenue streams.   
 
However, it is important to take the time to consider opportunities to diversify your 
product offerings, expand into new markets, or pivot to a new industry. 
 
Think about how customers’ problems, needs, preferences, behavior and demand 
are changing?  
 
Are these changes likely to stay ? How will the industry and your business look like 
after the crisis.   
 
Start with some research to identify market trends and determine what demand is 
unmet and if this demand is short or long term? 
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Look at sectors of the economy that are still doing well during the crisis and 
consider if your business can offer value to any of these sectors that you have not 
previously thought of. 

● Existing Products/Services 
● Opportunities within the industry 
● Opportunities within the region 
● Opportunities using your existing business assets: Staff, Skills, Equipment, 

Client Base 
● New Products/Services 
● Immediate crisis-related needs - what type of products/services are needed 

(e.g., essential supplies/services, medical supplies/services, remote working 
and communication technologies, delivery services, etc.) 

● New or emerging market trends and demand 
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Explain that if you have identified a new opportunity, you must take time to plan 
carefully and have a clear idea of whether this is a short term or long term pivot. 
 
Consider the following: 

● Reskilling and training for self and staff 
● Creating a prototype for products/services for rapid market testing and fine-

tuning 
● Funding required for training, materials, equipment and supplies to develop 

this new product/service 
● How to communicate and promote your new product/services 
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Explain that in seeking alternative financing options to fill short-term cash 
shortages, it is important to research and understand all possible sources and 
consult people you trust before opting for one or a mix of financing solutions.   
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Ensure that you know the exact cost and consequences of all these financing 
options. 
 
Grants:  A number of government, NGO and corporations have announced provision 
of financial assistance programs to help small business owners cope with the 
disruptions to their businesses.   
 
Find information on available grants for small women businesses to understand the 
requirements and check your eligibility. 
 
Debt: Short term financing is available through government credit programs, banks, 
micro finance institutions, digital lenders, pawn shops, etc.   
 
Find information on available sources to understand the requirements, costs, 
process and obligations for such loans. 
 
Beware of informal lenders as their high interest rates will set your business further 
back despite the easy and quick access.  
 
Additionally, you will not be protected against informal lenders’ unethical debt 
collection practices. 
 
Capital: Determine your own personal cash position to see if you can inject more 
cash into your business, or seek capital from other investors.  
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Explain that it is important to compare loan offers from different financial service 
providers to ensure you are getting the best deal before making any decision.  
 
Before speaking to a loan officer, we must do our research to make sure that we 
understand the basic terms and concepts in the loan process.  
 
We can find information on the different types of loans available, the interest rates 
and fees, requirements and loan application process from online financial product 
aggregators or directly from the financial service providers. 
 
Explain that before taking a loan, it is important to: 

● Understand what the lender is expecting from you (e.g., identity documents, 
business plan, financial records and statements, collateral, etc.). 
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● Understand the total borrowing costs including total interest payable, 
administration fees, insurance fees and other additional costs. 

● Understand the loan payment term, which affects the monthly payment and 
the total interest rate – A longer term loan may mean lower monthly 
repayment installments but you will pay more in interest and other charges in 
the long run.  

● Understand how Late Fees are calculated and the grace period for Past Due 
(i.e., payment that is not made by its due date, or late payment).  

● Understand if there are any Prepayment Penalties when you repay early as 
some lenders impose penalties while others will not forgive any interest. 

● Review your current finances, especially your Cash Flow report,  to 
understand your ability to pay.   

 
See how much you have left after paying your monthly expenses, any existing loans 
and setting aside some cash as reserves.  
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Explain that after taking all necessary and possible actions to mitigate risks, reduce 
financial impact and pivot your business, you need to adjust your budgets. 
 
Forecast revenue and expenses according to the different measures taken and 
adhere strictly to these budgets to carefully control your cash inflows and outflows. 
 
Monitor your budgets on a weekly basis. 
 
Explain that Crisis Budgets are interim and as the situation improves, you must start 
developing your post-recovery plans and adjust your budgets again, considering 
the new market and business conditions 
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Explain that when the economy begins to improve, we must start to develop our 
post-recovery business plan and budget.  
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Think “after crisis” way of business and review your product/service offering and 
revenue model.   
 
It is important to continue to maintain healthy financial and operations 
management practices related to Expenses, Creditors, Customers, Inventory, and 
Assets. 
 
Manage your Business Finances through 

● Maintaining good financial records and using financial statements to guide 
your business decisions. 

● Preparing new budgets according to your adjust business plan and strategy.  
 
Adhere to your budgets to maintain tight control on cash inflows and outflows. 

● Preparing a Debt Payment Plan to repay debts as soon as possible. 
● Saving for Cash Reserves to prepare for future emergencies. 
● Managing your profits optimally to increase your Assets and aim for 30% of 

liquid assets. 
 
Business Plan and Strategy 

● Reassess Market Opportunities and Segmentation 
○ Follow Industry and Market trends to identify prospects and 

challenges. 
○ Continue to develop new products/services that are profitable  

● Create new Business Plan and Strategy 
● Digital Transformation 

○ Assess and improve your digital literacy and readiness 
○ Increase digital marketing 
○ Expand online sales channels 

 


