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Topic 1

Sources of Finance and Budget
Cycles

Learning outcomes:

Identify sources of finance for different purposes and describe
budget cycles.

At the end of this topic you will be able to:

¢ identify the differennce between government and non-government
sources of funding;

¢ identify 4 different potential sources of funding for Burmese
community projects;

¢ identify 2 different funding sources within the community;

® describe what is meant by a budget cycle.
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Introduction

Welcome to Financial Planning. In this module you will be learning:
e how to develop a budget

e how to obtain funding.

In particular we will be looking at a number of aspects related to
financial planning, including grants, budgets, community financial
planning and so on. As you work your way through this topic think
about how this information relates to your own community.

Why we need financial planning

When anyone decides to start a business they need to decide
whether the business will be able to pay its bills, such as the
telephone bill, the electricity bill and wages for the people who work
there. To pay the bills, the business must get money from
somewhere. Many businesses get the money they need to pay their
bills by selling products. Other businesses and organisations get
money from doing things for other people, like repairing cars, cutting
your hair, giving legal advice, looking after your health, helping
people to learn and so on. A business that does something for you is
called a service business and a community programme that does
something for people is called a service programme. And we say
the programme provides a service.

Examples of service programmes include:
e a tree planting programme

e a translation centre

e atraining programme

e a community housing programme

e a community dental health programme
e a student hostel

e a child-care centre

Financial Planning 2
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,@f Self testing activity 1.1

When people decide to start a business they often need to get money
before they can start to sell or provide a service.

Eg: if you decided to open a shop you would need to buy things
before you started selling good in your shop. You may need to
buy building materials to build the shop And you may need to
buy containers, a scales etc.

Similarly, to start a service programme you must have funding
before the programme can operate.

,@f Self testing activity 1.2

Funding sources

There are a number of places you can usually go to get money to
fund a community programme. Unfortunately it is often difficult to
convince people to give you the money you need to start the
programme. You must be well prepared with facts about the
programme, including programme goals or objectives and justification
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(why the programme is needed by the community and what
community needs the programme will meet) and the expected
outcomes. You need to show that you have done the necessary
preparation including financial planning.

We will divide our potential funding sources into:
e government and

e non-government sources.

Let’'s look at the government sources first.

Government grants

Money obtained from government and non-government organisations
for running a community project is usually called a grant. This money
Is very useful for a community service programme because it does
not have to be re-paid. There are, however, sually lots of rules that
must be followed. We will talk more about this later.

In this module we will discuss government and non-government
sources of funding for community projects.

In most countries it is usually possible for community organisations to
get funding from various government departments and agencies to
run community projects.

In this module, in order to describe how the system of government
grants for community projects works, we will use the example of
Australia. Australia has a federal system of government. That means
there is a national (federal) government and state governments. In
Australia there are actually three levels of government, because there
is also a system of elected local governments. It is possible to get
grants from all three levels of government for certain kinds of
community projects.

Other countries have their own systems, sometimes consisting of
only one level of government, sometimes there are two levels or
more according to the constitution of the various countries.

The national level

Financial Planning 4
Student Learning Material



Certificate 111 in Community Management (Burma)

In Australia, the national government, or federal government is
usually called the Commonwealth Government. (equivalent to the
Union Government in Burma)

There are a number of Commonwealth Government departments
which provide grants to various community programmes. Let’s look at
some examples.

The Aboriginal and Torres Strait Islander Commission (ATSIC)

ATSIC is responsible for setting up and monitoring programmes for
Aboriginal and Torres Strait Islander people and communities, i.e.
Australia’s indigenous ethnic minority. ATSIC is also responsible for
writing policies (guidelines) which look after the needs of Aboriginal
and Torres Strait Islander people.

As part of its responsibilities, ATSIC has the power to provide grants
(money) to enable Aboriginal and Torres Strait Islander people,
communities or organisations to:

e purchase land and personal property. This doesn’'t mean ATSIC
will pay for individuals to buy houses, land or furniture. However,
ATSIC may assist a community to purchasea piece of land which
they once owned traditionally, or which has cultural importance.

e to set up community housing programmes and build community
buildings

e to set up and manage community development programmes.

Other Commonwealth Government departments that provide funding
include:

The Department of Communication and the Arts

This department makes grants available to people for community
projects which relate to cultural preservation and development. For
example it can fund:

e television productions

e production of music cassettes and discs

e preservation of historically and/or culturally important places
e celebration of important historic events

major local or regional or ethnic cultural festivals.
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The Commonwealth Department of Employment, Education and
Training and Youth Affairs

This department is responsible for increasing economic, employment,
training and social opportunities for everyone in Australia. The
department provides funds to communities which are trying to
promote community:

e education

e employment and

e training schemes.

The Commonwealth Department of Health and Family Services

This department provides funding for health services, including
primary health care in communities and sometimes also for for
community health clinics and health workers.

The Commonwealth Department of Industry, Science and Tourism

This department aims to create manufacturing and service industries
and businesses which can compete with other similar businesses
around the world.

This department may provide funds for:

e research teams wanting to travel overseas to conduct research
with teams in other countries

e Dbusinesses trying to develop new projects

,@f Self testing activity 1.3

The state level

The Australian federation (the Comonwealth of Australia) is made up
of states (as the Union of Burma is made up of states and divisions).

The various Australian state governments also provide grants for
various kinds of community projects. The example used here is the
South Australian (SA) State Government.

The SA Department of Recreation and Sport
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This department provides opportunities for recreational and sporting
activities in communities, in order to help people feel satisfied with life
and feel good about themselves. The department is able to provide
funding to community programmes related to major sporting and
recreational activities which help bring the community together.

South Australian Health Commission (SAHC)

The SAHC is responsible for providing health care services for
everyone in the state. This department is able to provide funding for
community programmes which improve the health of the community
or provide health education or training.

SA Arts

This department works towards building up this state’s art and
cultural heritage. They look after the museums, art galleries, and so
on. SA Arts has an Arts and Industry Development Programme which
can provide money for community projects which promote the arts of
a community. This not a complete list but is included here as an
example of the way national and state governments can provide
funds for communities as a way of carrying out their responsibilities.

,@f Self testing activity 1.4

The local government level

In Australia, local government councils are elected by the local
people and are responsibility for providing services for the local
community. These services range from rubbish disposal and road
maintenance to community health services. Most local governments,
like the Commonwealth and State governments are able to provide
funds to help community organisations provide service programes
because it helps them to do their work. Government departments
which work in this way are generally very helpful and will give advice
and information to communities about how to apply for funding and
design their programmes once they know that the community is trying
to do some activitry which, in a sense, is helping the department to do
its job. Some departments will even help you write your submission
once they know that your programme qualifies for their funding.
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Most DEP Community Management students come from
communities in which it is not likely to be able to get funding for
community projects from the government. The most likely way to get
funding is from funding sources outside Burma, probably from non-
government organisations (NGOSs).

However, before we discuss NGOs, it may be useful to discuss other
sources of funding which comes from governments:

e foreign governments and

¢ inter-governmental organisations (sometimes called multilateral
agencies. )

Foreign governments

Many countries have foreign aid or assistance programmes. These
programmes are run in different ways, sometimes through the
Department of Foreign Affairs, sometimes by a special agency, e.g.
AusAID (the Australian aid agency), USAID (the American aid
agency, CIDA (Canada) DANIDA (Denmark) etc.

Sometimes this kind of foreign assistance programmes takes the
form of assistance from one government to another government, but
sometimes it is possible for a government aid agency to provide
assistance directly to community projects in another country.

In order to find out whether various foreign governments are able to
provide assiatnce for a community project, it is probably best to make
an inquiry to the various embassies which you know have foreign
assistance programmes. The embassies would be able to tell you
whether their foreign assiatnce can be made available to community
projects and if so, what procedure you must follow in order to apply
for funding.

In some cases, a government aid agency has established a
programme directed clearly at the Burmese community. An example
is the Canada Fund for Burmese Refugees sponsored by CIDA, the
Canadian International Development Agency.

It is also worth noting that in some cases the embassies themselves,
through the Ambassador, sometimes have the power to provide funds
to assist small projects in communities which are experiencing
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problems e.g. because of great poverty or natural disasters.

Inter-governmental (multilateral agencies)

These are organisations which are run by governments of many
countries together. The most important ones are the UN or United
Nations Agencies. Many of these agencies also provide funds for
community programmes e.g. the UN Development Programmes
(UNDP), but usually the funding is provided to national governments
or in partnership with national governments to carry out the
community programmes. So these agencies, usually referred to as
international agencies, are a potential source of funding, but not easy
to access directly by community organisations.

Non-government organisations

Non-governmental organizations grew out of the old practice common
In most countries of assisting the poor and needy. NGOs are groups
of private individuals who organise themselves to work for the good
of the community in various ways which they believe are good and
userful. NGOs are non-government organisations which engage in
many different kinds of activities, creating public awareness of social
problems, lobbying governments, as well as providing direct ‘relief’ to
those in need.

Many NGOs raise funds directly from the public as well as actually
providing services to the public. Some provide services and submit
proposals for funding to other funding agencies. Some NGOs are
mainly funding agencies. An NGO can be small or large, funded by
one or a few rich people or supported by the small donations of
many. Many NGOs state that they are apolitical and work with people
regardless of ethnicity, sex or religion.

Most countries have many NGOs which are based inside the country
and which provide community services. Your own community
organisation is likely to be an NGO.

In most countries, there will be many kinds of NGOs: NGOs which
work only in that country and are run by the nationals of that country
as well as international NGOs that have a branch working in the
country and which employ foreigners as well as local staff.

9 Financial Planning
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National NGOs are often referred to as ‘indigenous’ NGOs. National
NGOs concentrate mainly on assisting disadvantaged local people.
The projects they carry out reflect the priorities of the countries and
the communities they work in as well as the priorities of funders.
Projects might include rural development, community development
and health services etc. National NGOs also carry out awareness
campaigns on social problems such as drug abuse, child prostitution
etc.

Since many DEP students belong to communities which do not have
contact with government organisations for funding, and because
there are very few local NGOs in Burma able to support projects,
international NGOs are a very important source of funds for projects
carried out in and by Burmese communities.

,@f Self testing activity 1.5

International NGOs are usually larger and better funded and some
conduct very large programmes in many countries. The projects they
carry out often reflect the priorities in the NGO’s home country, that is
why there are a number of large international NGOs very active in
promoting human rights in countries where human rights are abused.

Different kinds of NGOs

Service clubs

Service clubs include organisations such as Rotary or Lions. Their
members are usually local business people and the clubs are social
clubs which also collect money to provide community facilities such
as recreation equipment in the local community. Although these clubs
were originally established in the US, many have branches in many
countries. Many foreigners (e.g. Americans or Australians), visiting
refugee camps etc and who are interested to assist local communities
may be members of a service club and might be able to help
persuade their club to help with the funding for a project.

Financial Planning 10
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Trusts and foundations

Trusts and foundations are usually set up with money that has been
left when a person dies or donated by a wealthy family or large
corporation or which has been collected from the public for specific
purposes. Sometimes they collect works of art and provide exhibition
and museums for the public. Sometimes Trust Funds are established
to support cultural activities such as music, drama etc and sometimes
they support scientific research activities. Sometimes governments
also contribute to the establishment of trust funds and foundations.

Examples of large trusts and foundations are the Ford Foundation,
the Rockefeller Foundation and the Soros Foundation in the US, the
Max Bell Foundation in Canada, the Mitsubishi, Honda and Toyaota
Foundations in Japan, the Tata Foundation in India.

Some trusts and foundations work within a single country, but many,
such as the Ford Foundation and the Soros Foundation have
programmes in many countries.

Some work primarily in connection with a single issue, e.g. the World
Wildlife Fund, Greenpeace, while others, such as the Soros
Foundation have many different programmes with different activities
or concerned with different issues. Some are set up to deal with
political issues, such as the National Endowment for Democracy and
the International Republican Institute in America, or the Konrad
Adenauer Foundation and Friedrich Naumann Foundation in
Germany.

Non-religious charitable organisations

Probably the most famous non-religious charitable organisation is the
Red Cross. Another is the Save the Children Fund.

Religious charitable organisations

There are an enormous number of religious organisations which are
set up to do charitable work. Again some work primarily in the country
where they were established, some are very large and work
internationally.

Examples of religious charitable organisations which work
internationally are Church World Service, Baptist World Alliance, the
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Mennonite Central Committee, the American Friends Service
Committee.

International Relief Agencies

There are a large number of international NGOs which focus on
international emergency relief and community development work.

Some have direct connections with religious organisations, e.g. Dutch
Inter-church Aid, Norwegian Church Aid, some have no religious
connections. Examples are Care International, OXFAM.

In some cases these large international organsisations have many
independent branches in different countries, e.g. OXFAM (UK),
OXFAM (Canada) which each have separate projects in many
countries.

There are a large number of international NGOs which specialise in
providing emergency medical relief services and which may also
support community health projects. Examples are Medicins Sans
Frontieres (MSF), Aide Medicale Internationale (AMI).

There are also large international NGOs which focus on assistance to
refugees, for example, the Jesuit Refugee Service (JRS), ZOA
Refugee Care, International Rescue Committee (IRC) and COERR
(the Catholic Office for Emergency Relief and Refugees).

Companies and corporations

Companies and Corporations are another kind of non-government
organisation though their business is manufacturing or trading etc for
profit rather than providing services for the good of the community.

Financial Planning 12
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Companies and corporations can, however, be a source of funding
for community projects because they may see it as good for the
company’s public image. In fact many companies establish or support
trusts and foundations which do work for the good of the community
precisely because that is good for public relations.

Money might be received as sponsorship from a company but the
company may need to be convinced that the sponsorship will help to
give them a better corporate (business) image or will help to make
sales that they would not otherwise make. Also, You are likely to find
that there are many organisations trying to get sponsorship or support
from corporations, so the competition will be very strong. Companies
that have business interests in your community may be the most
likely to be interested in providing funds for your community projects.

Fundraising activities

Apart from external sources, your programme management team can
sometimes use fundraising activities within the community and
directly appeal to the public to make donations or to run fund-raising
activities.

Banks and other financial institutions

These of course are also a possible source of funding — in the form of
loans. The biggest problem with loans is that the money you get must
be paid back. This may not be too much of a problem if the
programme produces more money through sales or fees than it
spends on paying bills.

Eg: acommunity-owned store might make enough profit after the
first year or two to pay back a loan.

However, a training programme or a tree-planting programme would
be unlikely to be able to pay back loan.

,@f Self testing activity 1.6
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Organisations with a Burma focus

A number of international foundations have programmes through
which they may be able to provide funds in support of projects run in
or by Burmese communities. As well, various organisations, some
large, some small, have a particular interest in assisting Burmese
organisations and communities.

For example, a number of organisations which provide assistance to
refugees are actively involved with Burmese refugee communities.
Other organisations have aims e.g. to promote democracy, which
lead them to identify Burma as one of their target communities.
Examples are

¢ the National Endowment for Democracy,

e the International Republican Institute

e the Open Society Institute (funded by the Soros Foundation)

e the Friedrich Naumann Foundation

In some cases, various organisations in one country, which share an
interest in Burma, have established coordinating organisations
through which to manage their Burma work, e.g. the Norwegian
Burma Council. In other cases, a large foundation has established a
programme specifically directed at assisting Burmese communities,
e.g. the Burma Project of the Open Society Institute (part of the Soros
Foundation).

A small number of organisations focus specifically on raising funds
for projects connected with Burma, e.g. the UK-based Prospect
Burma some have developed a system where they themselves make
submissions for funding to larger donor organisations and allocate
these funds to small projects run in and by Burmese communities
(which may not have the experience to submit an effective application
to a large organisation).

Examples are the Chiang Mai-based Burmese Relief Centre (BRC)
and Women Education for Advancement and Empowerment
(WEAVE).

,@f Self testing activity 1.7
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Applying for funds

When applying for funds, be prepared to apply to many different
funding sources. Remember, however, that most organisations
providing funding provide grants for specific purposes. You need to
find out which funding organisations are most likely to be interested in
funding your kind of project. (This is dealt with also in the module
‘Submisssion Writing'.)

,@f Self testing activity 1.8

Budget cycles

The word budget is used a lot these days. People are told to budget
their money if they find it hard to pay the bills. Why? Because a
budget helps us to understand where our money is coming from,
what we are spending the money on and where the money is going.

A budget is a plan for managing finances, which outlines money
coming in (income), and money going out (expenditure). Using a
budget you can identify sources of income and expenditure which
enables you to keep a check on your financial situation.

Just like businesses, government and non-government organisations
have to develop budgets so that they don’t waste the money they
have. There are many things that governments want to spend money
on, such as education and health, roads and welfare. However, in
order to spend money, they also have to raise money e.g. through
taxation.

Governments develop budgets so that they know how much they will
have to raise and how much they can spend. Of course, how much
money they raise from what sources and how much they spend on
each programme is a political decision and we don't always agree
with it. However, budgets are an essential part of government.

Budgets are just as important to NGOs and serve exactly the same
function, to allocate their funds effectively and keep track of their
actual spending so that their spending matches their income.

The budget process, which begins with planning how money is to be
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raised, allocated and spent, is called the budget cycle.

In the second part of this topic we look at an example of a budget

cycle in order to demonstrate how you need to think about your own

financial planning and how it is necessary, if you are looking for funds
from either a government or non-government organisation, to
understand also how its budget cycle works.

All organisations will carry out their budget process in ways which suit
them. Non-government organisations all have their own distinct ways

of budgeting reflecting where their money comes from and how they
spend it. Government budget processes are extremely complex, but

most governments follow more or less the same steps, though the

timing will vary. As an example of the budget process we will look at

the Australian government budget cycle.

The budget period for the Australian national (federal) government
(the Commonwealth Government) is from July 1st of one year to June
30th of the following year. That is why you will hear people talking
about the 2000-2001 budget period or financial year. This means the
budget period is from the 1st July 2000 to 30th June 2001 so in
Australia, the period from 1st July to 30th June is often called the
financial year. (The period from the 1st January to 31st December is
the calendar year.) Some organisations use a financial year which is
the same as the calendar year. Some use a financial year which is
convenient to them, e.g. beginning 1% April, ending 30" March.

Calendar Year (January to December)

2000
January | February | March | April | May | June | July | August | September | October | November | December
Financial Year (July 2000 to June 2001
2000
January | February | March | April [ May | June | July | August | September | October | November | December
2001
January | February | March | April | May | June | July [ August | September | October | November | December
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The planning for Australian government department budgets starts in
December.

This is when the departments start putting together their submissions
(i.e. how much money they want to be given to spend on various
things) for the following financial year starting in July. These
submissions go before the Expenditure Revue Committee of Cabinet
(ERC) from mid February to mid April. When a department’s
submission is looked at by the ERC, the minister and the head of the
department must convince the members of the ERC to allocate them
the requested amount of money. The ERC hears all the submissions
from all the departments and then makes decisions about how much
money each department will get. This is the process of allocation.

Meanwhile, the Treasurer is also conferring with the government on
what the government’s income will be from various sources in the
coming financial year so that the government can decide whether it is
necessary to e.g. raise taxes.

The budget is read out by the Treasurer in Parliament on Budget
Night which is generally in mid May. The Budget is a big document
and is usually sent to the printers about a week before Budget Night.
Changes can be made to the budget up until the time it has to go to
the printers for printing. That means that many people are working
hard on the Budget from December in one year until May in the next
year - a period of six months!

Each year there is a mid-year review of the budget that comes outin
January. If you listen to this, or other comments that come out from

time to time

February-May 2000

Expenditure
Revue Committee

Cabinet
Federal
Budget Announced
May 2000
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you will know that the budget is never exactly correct. In fact,
sometimes the figures in the budget are very wrong because they are
based on estimates of income and expenditure and these can be
wrong. You might keep this in mind when you come to set your own
budgets. The problem, of course, is that none of us can predict
exactly what will happen in the future. So, if you manage to set a
budget that is close to what actually happens you are either very
clever or very lucky!

,@f Self testing activity 1.9

State Government budget cycle

In Australia the State Governments also follow a financial year from
July to June. The way that a State budget is put together is very
similar to the national budget. The Treasurer estimates various
sources of income and the departments put in submissions for
funding. These submissions are considered alongside sources of
income and then funds are allocated in the budget.

The state governments spend money on a wide range of activities.
However the more than half of the revenue for the states’ budgets
comes from the national budget. This means that the states also must
make submissions to the national government.

,@f Self testing activity 1.10
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Local Government budget cycle

In Australia, the budget period for local government is again 1st July
to 30th June the following year and the process is largely the same
as for State and Commonwealth (national) Governments

Community projects and funding agencies’ budget cycles

You can assume that most sources of funding that you will be
approaching to try to get funding for your community project will also
follow a fixed annual budget cycle. They will probably receive
submissions from their departments or programmes (i.e. different
areas of activities), then allocate their funds to the different
programmes. The different programmes will then decide how they will
allocate funds they have received to different applicants for their
various projects.

They may do this once a year or they may do it periodically. This will
determine closing dates for applications (submissions) and how long
it will take to get an answer from them about whether they can fund
your project or not.

You too will go through a planning process for your project. When
your project plan is completed and submitted to a funding agency, if
the timing does not fit with the funding agency’s budget cycle, you
may have to wait a long time before your submission is even
considered. The main thing to keep in mind is that the process of
applying for and getting a grant is not likely to happen quickly. So try
to find out what is the best time to apply for the various funding
agencies and get organised and get your grant application in on time.

,@f Self testing activity 1.12
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Summary

This topic has provided information relating to government and non-
government sources of funding for community projects and about
budgets and budget cycles. If you are going to work on behalf of a
community or organisation planning a project, you must understand
about sources of funds and about preparing budgets which show that
you can manage the project.

Budgeting is a very important part of community managers’ If you
aregoing to work on behalf of a community or organisation planning
project, you must understand about sources of funds and about
preparingbudgets which show that you can manage the project.
Budgeting is a very important part of community managers’ work.

IMPORTANT!

a5 Make sure that you have completed the self-testing
activities and if you feel confident that you understand the topic, go
on to the next topic. Your assessment for this module is integrated,
which means you will not do the assessment until the end of the
module.
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Topic 2

Developing a Budget

Learning outcomes:

Describe and demonstrate the process for developing a budget
for a programme.

At the end of this topic you will be able to:

e explain the purpose of obtain quotes for capital items, equipment
and materials;

e explain the purpose of tenders for contractors and consultants;

e estimate salaries and understand the meaning of on costs and
associated costs related to the salaries;

e estimate other recurrent costs based on previous budgets or
advice from manager of similar programmes, and

® discuss how the above items are used when writing submissions.
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Introduction

This topic looks at developing a budget for a program. We will be
looking at the different parts of a budget and how the information is
put together.

We will be using a number of words in this section that you may not
be familiar with. These words are included in the glossary below
and you should read them and their meanings carefully. That way,
when you read the words in the text, you will know what they mean.

Glossary
Assets

These are the items that a program buys that are expected to last
for more than 12 months. Assets are sometimes referred as to
capital items.

Expenditure
This is the total amount of money used for expenses.

Expenses
These are the day to day costs that a program has to pay.

Income

This is the money that a program receives from all sources. This
includes fundraising, sales, fees, grants and any other source.

Running costs/recurrent costs

These are other names for expenses. They are the day to day costs
that a program has to pay.

Salary/wage

This is the money that a program must pay to an employee for the
work that they do.

Financial Planning 29
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Salary on-costs

These are costs that must be paid, in addition to the pay that an
employee gets.

Suppliers

These are the people or organisations that sell goods or supply
services to a program.

Why develop a budget for a program

A budget is a plan for managing finances, which outlines money
coming in (income), and money going out (expenditure). Using a
budget you can identify sources of income and expenditure which
enables you to keep check on your financial situation.

A budget is developed for several reasons.

Financial planning and monitoring

A budget is often developed because it forces the people managing
the program to think very carefully about how much money will be
needed for their program to go -
ahead. It would cause a lot of
problems and considerable
embarrassment if a program
was not able to pay its bills.
Budgets also help program
managers and financial
managers to ensure that
programs are not over funded
(receiving too much money),
which can be a problem when
having to justify, at a later date, why so much of the allotted funds
have not been spent.

30 Financial Planning
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By setting a budget, the people involved in spending the money
know how much money has been set aside for each cost to the
program. This should mean that people do not spend money on
things that are not included in the budget. It should also mean that
people do not overspend on items in the budget.

Eg: if there is $2 000 in the budget for a computer then the
program should not buy one for $4 000.

These tasks are all part of the monitoring process which is an
essential part of financial management.

It is very important that the people setting the budget are very
careful to include all the costs to the program and that the amount
of money put in the budget for each cost is sufficient. It is a good
idea to ask on someone with experience in setting budgets for
programs, to help you.

g Self testing activity 2.1

Information for funding bodies

Budgets are also developed because funding bodies, such as
government departments, require proof that sufficient funds have
been applied for to enable the project to achieve its goals. They can
check your figures to see that they are reasonable. In addition to
this, a budget shows the funding body that you have looked
carefully at your program and are serious about your request.

g Self testing activity 2.2

g Self testing activity 2.3

How do you develop a budget?
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To develop a good budget you need to look at the sort of
information that the budget provides. As an example look at the
following budget:

YOUTH NEWSLETTER PRODUCTION
Operating and Asset Budget
for the period 1997/1998

Income $ $
Sales 5680

NGO Grant 1480

Total Revenue* 7160

Expenditure
Recurrent costs

Insurance* 140
Printing Costs 230
Telephone 350
Wages 4170
Petrol 540
Total recurrent costs 5430

Assets purchased

Printing equipment 1200

Power tools 230

Furniture 300

Total assets purchased 1730
Total expenditure 7160
Surplus/(Deficit) Nil

*Please note: The numbers in this budget were incorrect.
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How much of the detail did you pick up?

The Surplus/(Deficit) figure is a total because it is calculated using
the following equation:

Surplus/(Deficit) = Total Income - Total Expenditure

If the total income is more than the total expenditure the program
will have a Surplus.

If the total expenditure is more than the total income, the program
will have a Deficit.

So, there are three areas to pay attention to when developing the
budget for a program. They are:

e Income Where will the program get its money from
and how much will that be?

e Recurrent costs How much money will the program have to
pay for the day to day running costs?

e Asset Purchases What equipment will the program need
and how much will it cost?

Before we look at estimating the amounts in these three areas
there are a number of other things to note about this budget.

Rounding off

The figures in the budget are our best guess at what the incomes
and expenditures will be. Therefore, there is no need to try to guess
to the last dollar. Amounts to the nearest ten dollars are good
enough.

Accuracy

It is most unlikely that a budget for a program would be as simple
as the budget we have included. When you do the budget for your
program you must include all the expenses that the program will
have to pay and be as accurate as you can when estimating how
much those expenses will be.

Income

This is the money that the program will receive from all sources.
The sales figure of $5680 is the amount of sales that are expected
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to be made. It may have been based on the sales figures of similar
Youth Newsletter Production programs in the past, or on
information provided by people who have been involved in
newsletter production programs in other communities, etc.

The grant figure of $1480 is the amount of money that is needed to
make the surplus figure equal to Nil. The program needs a grant
because the income from sales is not enough to pay for all the
expenditure.

The total of the sales and the grant is $7160. This is the total
income because we do not expect to get money from any other
source.

Recurrent costs

The recurrent costs are the day-to-day costs of keeping the
program running. They include things like materials and ink that are
used by people to create the lay-out.. They include wages,
telephone and printing costs that are used to keep the production
program going.

Asset purchases

An asset is something that the program will have for more than 12
months. This will include things like a motor vehicle, buildings that
the program owns, furniture and computers.

Surplus/(deficit)

If there is money left over then the program has a surplus (of cash).
If there is not enough money to pay all the bills then the program
has a deficit (of cash). This budget has no surplus or deficit. So, if
we have calculated correctly there will be just enough money to pay
the bills with nothing left over.

g Self testing activity 2.4

Assets
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Now let’'s look at the three areas of the budget we talked about
earlier. We will look at assets first.

Estimating the cost of assets

Asset purchases are usually a major part of the costs of the
program. If you are spending a lot of money you will want to know
that you are getting value for money. Businesses try to get value for
money by getting quotes for the expensive items they buy.

What is a quote?

People often ask a supplier how much an item will cost before they
buy it. A quote is the answer the supplier gives telling you the price.
Quotes can be verbal (ie. when you speak to someone over the
phone or face to face) or in writing.

Before you accept a quote for your program make sure that you
have it in writing. We get a quote so that we can get the best
equipment possible for the price we can afford.

Most funding agencies require those bodies receiving funds to
obtain at least 3 quotes when purchasing expensive items.

A business will normally get two or three quotes so that it can
compare the price and choose the best one. One of the advantages
of quotes is that if a supplier knows that you are getting quotes from
other places they will give you the very best price they can. Another
advantage of getting quotes is that the act of talking to people about
prices and products actually helps you to decide exactly what it is
that you want. If you are not sure what you want you can ask a lot of
guestions, which will help you to decide.

There are some important rules regarding quotes:

1. Cheapest is not always the best. Cheap things often break down
more quickly. The cost of maintaining cheaper equipment might
be too high. So, although the item is cheaper to buy, the money
that is spent on it over a period of say 12 months might be much
more than the cost of the more expensive item.

Think about the following two health programs. One buys a new
motor bike, which costs Bht 20 000 for the health worker. The
motor bike works perfectly. The other program buys a
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secondhand model for Bht 15 000. The secondhand model
breaks down a lot and the health worker has to get taxis to see
patients. The cost of repairs plus taxi fares for the year is Bht 7
000. The total cost for the secondhand model is Bht 22 000 in a
year.

2. Make sure that the quotes are detailed and cover all the points
that you want.

Eg:
If you need a motor bike with a basket on the front make
sure that the quote states that the basket is

included. Otherwise you might end up having to pay more
money than you originally thought.

3. Ask about maintenance costs and the cost of spare parts.
Eg:

Suzuki parts will probably be cheaper than BMW parts and if
the cost of parts is too high you may not be able to afford
to fix it.

4. Availability of spare/replacement parts

If you need the item every day what will you do if a spare part takes
three weeks to come from America or Japan?
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5. Make sure that you get equipment that will do the job you need it
to do.

Eg:

if you need a four wheel drive vehicle driving along jungle
roads to use for rounding up sheep it is no good getting
saloon car.

Eg:
if you need a computer you can carry around with you, get a
laptop not a personal computer.

g Learning activity 2.5

g Learning activity 2.6

Tenders

When we discussed quotes before we said that they helped get the
best equipment for the price we can pay. A tender is like a quote
except that people or organisations tender to do things rather than
sell things. In other words, in a tender a department is asking the
provider to supply a service, like health care.

Winning a tender can be an important source of income for a
program. Examples of tenders would be the government calling for
tenders to build roads or supply water or electricity or health care.
Departments who call for tenders are called purchasers because
they want to buy or purchase the service. When tenders are called
for a program or project, the organisations that are interested in
trying to get the job ask for information are called tenderers.
Information about the project or program is provided in a document
called a tender specification. This document describes what the
job is, what needs to be done and what information the tenderer
must provide.
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When the tenderers get the tender specification they write a reply.
The reply they write is called the tender document and should
include the following information:

1. How the tenderer is going to do the job that the purchaser wants
done.

2. The time frame - that is, when the job will start, when it will finish
and when important parts of the job will be finished along the
way (milestones).

3. A brief history of your organisation and why it should get the job.

4. A budget showing how much it will cost the purchaser if your
organisation gets the job.

5. Any other issues that the purchaser wants answers to. These
issues will probably be referred to in the tender specifications
and these should be read very carefully.

Using tender documents

Organisations must be very careful with what they write in tender
documents. If your organisation’s tender is accepted, you must do
the work for the price in the tender document. You must also do the
work on time. That means that if your organisation makes a
mistake and does not charge enough you could end up making a
loss on the deal. If your organisation makes a BIG mistake you
could end up making a BIG loss! So be very careful with your
budget and try very hard to include ALL your costs so that the
chance of making a loss is small.

g Self testing activity 2.7

Recurrent costs

The recurrent costs are the day-to-day costs of keeping the
program running, such as salaries, telephone bills, electricity bills,
insurance costs and other recurrent costs. Salaries is often a major
item in the budget and needs special attention.
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Salaries

When you are putting together the plan for your program, you
should budget for all the costs that you will have. A major cost for
most businesses, organisations and community programs is the
cost of employing people. People can be more expensive to hire
than you think because you do not just have to pay salaries. In
many countries these are other costs that may need to be paid,
such as holiday pay, annual leave loading, sick pay, long service
leave, maternity or paternity leave, payroll tax, superannuation and
allowances.

Another thing to consider is the cost of possible pay rises that might
be awarded during the time the program is running. This could add
significantly to the costs of the program.

You should decide how many people you need to employ and what
each person will do. Then you can decide which award each person
will be paid under and how much you will have to pay them. Awards
often state how much a particular worker must be paid.

Things to remember:
a)  proper awards

When you estimate salaries you need to know what award
each employee is paid under. Then you can find out how
much the program will have to pay each employee if you do
not already know. There may also be other payments that
need to be budgeted for under some awards.

b)  Holiday pay

The program must pay holiday pay usually at the rate of 4
weeks per year for permanent employees. This means that if
the employee takes their 4 weeks leave the program may
have to employ someone else during those 4 weeks to do the
work of the person on leave. If the program needs to do this
the extra cost should be budgeted for.

c) Annual leave loading

Employees might be entitled to annual leave loading for the
time they are on leave. For example in Australia, this is
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usually paid at the rate of 17.5% of one week’s pay. This
means that if an employee takes 4 weeks leave and is paid
$400 per week then:

annual leave loading = weekly pay x no weeks leave x 17.5%
= 400 X 4 X 17.5%
= $280

d)  Superannuation

Superannuation in countries that pay the rate may be around
6% of the hourly rate. Let's say an employee is paid $10.20 per
hour and they work a 37.5 hour week.

Then the employees weekly pay = $10.20 x 37.5

= $382.50
The superannuation on this pay = $382.50 x 6%
= $22.95
If the employee works for a full year the superannuation on
the pay will: = $22.95 x 52 weeks
= $1 193.40
40 Financial Planning
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e) Sick leave

Employees are entitled to 10 days paid sick leave per year.
So, if an employee gets sick then the program will have to pay
the employee for the 10 days and may also need to employ
someone else while the person is sick. This will mean extra
cost for the program.

There are other costs that might have to be paid if the program
employs a number of people or if it runs for a number of years.
These costs include payroll tax and long service leave. If there is a
dispute (argument) with an employee or employees then there
could be legal costs.

An example

Let us look at the cost of employing a shop assistant for 30 hours
per week for a full year. This example may not reflect the actual
award rate.

You have decided that the rate of pay for the position is $10.35 per
hour. If you work out the pay for 30 hours at $10.35 per hour for 52
weeks you get:

30hrs x $10.35 x 52weeks = $16 146 per year
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Now let's consider the on-costs. For this example we will only
consider annual leave loading and superannuation:

Annual leave loading
This is 17.5% of 4 weeks pay.
1 week’s pay is:

30 hours x $10.35 = $310.50
4 week’s pay is:

$310.50 x 4 = $1,242.00
17.5% of 4 week’s pay is:

$1 242 x 17.5% = $217.35

Superannuation

This is paid at the rate of 6% of the money paid to the employee. So
for 1 year the superannuation will be 6% of the year’s pay.

So, the amount of superannuation is the pay for 1 year x 6%
= $16,146 x 6%

= $968.76 or $969

If we assume that there will be no other on-costs, then the cost of
employing the shop assistant is:

$
wage 16,146
annual leave loading 218
superannuation ~ 969
$17, 333

42
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This figure is $1 187 more than the cost of the wage alone. It does
not include other possible on-costs like:

e Payroll tax - this only applicable if the program pays salaries and
wages of more than $250 000 in a year.

e The cost of hiring someone else for 4 weeks while the shop
assistant takes annual leave.

e The cost of hiring someone else for up to 10 days if the shop
assistant gets sick.

e Any allowance for pay increases that might be awarded during
the year.

e Long service leave entitlements differ from country to country
that depend on the type of profession - For example some
emloyeers may give insurance entotlements after a period of 7
years ore more.

e Any allowances, such as meal allowance or petrol allowance,
that might have to be paid under the award.

You can see that the cost of employing someone includes a lot
more than just the hourly wage or salary that you pay them. If you
do not take these costs into account you will find that there is not
as much money to pay the bills as you thought. Your program could
run into serious financial trouble.

g Self testing activity 2.8

Remember that if you employ someone on a full-time or a part-time
basis and there is no work for them to do, you will still have to pay
them. So don’t employ a computer operator this week if the
computer will not arrive till next month!

g Self testing activity 2.9
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Recurrent costs

There are lots of other costs that you will have to pay when running
a program.

The sorts of costs will depend to some degree on the type of activity
your program is involved in. You must think carefully about these
costs and try to include all of them in your budget. If you have been
involved in a similar program before you will have a pretty good
idea of what the costs will be. However, if you have never done
anything like it before you may find this difficult. You should try to
find someone who has experience with similar programs and ask
them to look at what you have done. They will probably have some
good suggestions.

Some of the recurrent expenses that a program may have are:
e telephone

e electricity

e petrol

e motor vehicle maintenance

e insurance

e stationary

o office expenses

e rent

e advertising.

g Self testing activity 2.10
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An example

Let’s think about an education program. What sort of costs would it
have?

The first thing would be to get a room or rooms to use as an office.
Let’s say that the local church has lent us rooms for the office for
free. In this case we
don’t have to worry
about rent as an Y
expense. ' '

Next we have to equip
the office. That would
mean a computer, a desk
, Chairs and a filing
cabinet. A photocopier
and a fax machine would
also be useful. The
program would also
need a vehicle to inspect
the schools and to visit
students. All of these
items are assets.

What other assets might
the program need?

Expenses would include things like:

e salaries which would be a major expense of the program

e atelephone

e insurance in case of theft, fire or damage to the equipment or the
building

e petrol or diesel for the vehicle. If the vehicle needed a service
this would be a vehicle maintenance expense. There would also
be registration and insurance on the vehicle. You could call this
vehicle registration and insurance.

There are many other expenses that you could probably think of.
One of the things to note is that the name of the expenses should
be kept as simple as possible. If you have to pay for electricity call it
an electricity expense not power.
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How do | estimate recurrent costs?

To get accurate figures for your budget you must be able to
estimate costs as accurately as possible. It is not good enough to
just think of a number and write it down.
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If you have had experience in similar programs before you will have
some idea about what many of the costs are likely to be. If the
program has been running for a while then you should be able to
have a look at previous budgets and compare them to actual
figures from the program.

If you use figures from last year's budget you need to be careful that
those costs are still accurate. You might have to add a percentage
for inflation, otherwise the actual costs of the program may be much
greater than you have budgeted for.

There are some costs like rent and insurance that you can estimate
accurately because you can ask people how much they will be.

Eg: if the program involves establishing a community store, you
will need to decide where the shop will be located as part of
the planning process. You can then ask the person who owns
the building how much it will cost to rent the space you need.
A business owner might let you rent a shop for $600 a week.
The local church or school might let you have some rooms for
nothing.

With insurance, you can ring up and get a quote. The agent will ask
you what type of insurance you want and the value of the items that
you want to insure. He or she will also be interested in how secure
the building is. Once they know what you want to insure they will be
able to give you an accurate quote.

g Self testing activity 2.11
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Other recurrent costs

Other costs like telephone, stationery, petrol, advertising and
electricity are harder to estimate.

You don’t know how many phone calls will be made in a year or
whether the calls will be local or long-distance. It is especially
difficult if don’t have any experience in a similar program. The best
thing to do is to ask someone, who has had experience, for advice.
May be you could talk to a financial adviser in your nearest city.
Nobody expects you to get the figure exactly right, but you need to
try to get an accurate figure.

Electricity is another cost that is hard to get right, especially if the
program needs to use electricity for heating or cooling. You might
have an especially hot summer and need to use more electricity
than normal because the air conditioner is running all the time. In
this case the electricity bills will be higher than normal. Or you might
have a cool summer and so do not need to run the air conditioner
as often as usual.

Again, you need to use the experience you have had in other
programs, or ask the people who sell air conditioners what the
running costs are, or ask an adviser.

g Self testing activity 2.12

Submissions (proposals)

A submission is the set of documents that the program sends to
the funding body when applying for funds.

One of the documents that the funding body will need from the
program is the budget. Talk to the funding body before you send in
the submission. They will tell you whether they have any money
available for grants.

They will also have information about the types of programs that
they fund. Often they will give funds to programs in priority areas
like health, youth programs or programs to aid indigenous
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communities. If you know this you can clearly outline these areas in
your submissions.

Ask the funding agency what information you need to send. They
will usually have standard forms that you have to fill out. If you have
any problems filling out the forms, ask them how to fill them out
properly. When you are asking someone for money it is a good
idea to do the paperwork the way they want.

We have already said that the budget for the program must be
detailed and accurate. You must make sure that the budget has a
heading that tells the funding body what program the budget relates
to. The budget must also outline the timeframe.

Often agencies may require you to justify the purchase of assets,
employment of staff and other major expenses.

The budget must include the three areas discussed earlier. They
are:

e income - show all the estimated income for the program from all
sources and how much will be received from each source

e recurrent costs - show what recurrent costs the program will
have and how much each will cost

e asset purchases - list the assets the program will buy and how
much they will cost. If the funding body asks for the quotes, send
them in as well. Keep a copy yourself. Make sure that you have
your quotes in writing before you send in the budget. If required,
justify the purchases of these assets.

g Self testing activity 2.13
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Summary

This topic has looked at what steps to take, and what information is
needed to develop a budget. A budget, as you have seen, is a very
complex and important document. It must be detailed and it must
be accurate. If you make mistakes in a budget, there can be serious
consequences.

If you are going to develop a budget for a program you must
consider assets, expenses and recurrent costs and you must
ensure that your figures are correct. Do not forget to include the
information required by the funding bodies - without their approval
you don't get any funds.

Your assessment for this module is integrated, which

S means you will not complete your assessment until
the end of this module.
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Applying for funding

Learning outcomes:

Describe a process for applying for finds for a service
programme.

At the end of this topic you will be able to:

e explain how budgets and accurate costings of capital items are
linked to applying for funds; and
e describe strategies for getting a funding application approved
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Introduction

This topic looks at the process of applying for funds for a service
program. It is most important that the submission you send to the
funding body is as clearly as you can make it. Make your funding
application look as professional as possible. Make sure that it is
neat and the writing is easy to read. Have it typed if possible. The
funding application should be well set out and it should be clear to
state what you are applying for.

Process for applying for funds
When applying for funds you must consider the following things:

Justifying the need and identifying a suitable program

The justification outlines the community need or needs that the
program will meet. It explains why the program is needed. This
section includes statistics collected in the community profile and
needs assessment which indicate needs.

Once you have identified a service and program that will meet the
need you must write a brief outline of the program. The outline
should provide the relevant background information used to identify
the need for the service.

This section is covered in more detail in the modules Program
Planning and Program Planning Workplace Project.

Here is an outline of program that will build a health facility in the
Imagined Community.
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Name of the Community: Imagined Community
Name of the program: Program to build village clinic
Outline of the program:

The Imagined Community has a high level of child mortality (18%). Thirty
one percent of parents receive basic health training. The needs
assessment shows that parents in particular need some health facilities in
the community. The community profile shows that 84% of all those who
receive health education in the village hall travel more than 40 km to health
facilities. The major illnesses are malaria - 42 %, dysentery - 38% .

The Imagined Community would like to develop a program for patients in
the community to build a village clinic.

You can see in the above example that relevant statistic have been
provided. These statistics identify the child mortality percentage of
children in the community and the percentage of community
parents receiving basic health education. This shows that there is a
needed for a readily accessible clinic in the immediate area.
Statistics related to the major illnesses and distances people travel
to access health facilities have also been included.

The target group has also been identified in the program outline. In
the example the program is aimed at the parents of Imagined
Community.

g Self testing activity 3.1

Let’s think about a program to train people how to use a word
processor and a spreadsheet on the computer. Why would it be a
good idea for this program to get funding? Here are some reasons:

e These skills are in demand in the business community.

e It will give members of the community skills that will help them to
find jobs.

e The program will give members of the community more
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confidence when applying for jobs in the office and
administration area which will give them a better chance of
getting the job.

¢ It will help to encourage other members of the community to
develop these skills. It will help to create employment and give
options for young people that they would not otherwise have.

e If there are more indigenous people working successfully in non-
traditional areas it will help in the reconciliation program between
indigenous and non-indigenous people.

g Self testing activity 3.2

Eligibility for funding

All funding agencies have guidelines outlining what sort of
programs they can provide money for. You must ensure that you
provide enough information in your funding application to show that
your program fits into those guidelines. If you do not, then you will
not get the funding, no matter how much of a good idea your
program is.

Ask the funding body for information about their guidelines. They
might have written information they can send you. Study it carefully
and, if you have any questions, talk to people who have had
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experience in writing successful funding applications or, if possible,
speak directly to the funding agency.

g Self testing activity 3.2

Preparing a detailed and accurate budget

To prepare a detailed and accurate budget to accompany the
funding application you must:

e justify the budget against the needs you have identified
e prepare accurate financial statements

. prepare a submission using the funding agency guidelines, if
they exist.

Accurate financial statements

We have spent a lot of time talking about accurate financial
statements. Make sure that your budget is as accurate and detailed
as you can make it. This will show that you have carefully thought
about the money, including where the income will come from and
what you will be spending the money on.

g Self testing activity 3.3

Strategies for getting the funding application
approved

If you want funding for your program approved you need to
convince the funding body that the program is needed in your
community. You must also ensure that the program meets all of the
criteria used by funding agencies to approve programs. To do this
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your funding application should be well set out and clear.

You must:
e demonstrate a need for the program in the community
e develop an accurately costed budget for the program

e ensure that the submission includes a time frame for the
program

e ensure that the funding application includes all the relevant
details concerning the program

e ensure that the program and the funding application meet all
criteria as outlined by the funding agency.

Make sure that the person reading the application knows:

e who is applying for the funds e.g. contact name, address,
organization, telephone, facsimile and e-mail should be included.

e what the program is for i.e. a brief statement of purpose and plan
of action.

e why the program is needed in your community
e what it will do to help your community

e provide a detailed budget that is fully justified and accurately
costed.

Other strategies for getting a funding application approved

It may not be as easy as you think to get funding for your program.
Although you know that your program is a great idea and that the
community really needs the program to go ahead, other people will
have other ideas about what the community needs and why their
ideas are better than yours.

The funding bodies will also have lots of other groups that are
applying for funds and most of their programs should get funding as
well. So, the funding bodies will have to decide which programs
they will grant money to and which programs will miss out. Naturally
you will want your program to be one those which gets a grant.

Financial Planning 57
Student Learning Materials



Certificate Il in Aboriginal Community Management

What else can you do to help support your funding application?
Well, you can get as much community support as possible for your
program. This may involve:

¢ talking to the headman and your locally elected member of
parliament and convince them that the program is a good idea
for the community

e provide a letter of reference from respected community
members. It will help if the funding body can see that credible
members in the community think the program should go ahead

e getting local business people interested and enthusiastic

e in many countries, talking to the media about the program and
trying to get them to put an article in the paper or talk about it on
the radio

e in many countries, seeing if you can get a TV station to do a
feature on the program in the news or on a current affairs
program.

gSelf testing activity 3.5

Summary

This topic has looked at what to do when applying for funds and
how to give yourself the best chance of successfully obtaining
funds. If you want to apply for funding for a service program, make
sure you provide all of the information required by the funding body.

You can now start the assessment for this module.

< This assessment covers all three topics.
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