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The Entrepreneurship Training Components are bgsed‘é on

.information from many sources. Special acknowledgement

is due the Small Business Managemént and Ownership
materials designed and tested by CRC Education and
Human Development, Inc, for the U.S. Office of Educa-
tion's Bureau of Occupational and Adult Education.
Special thanks are owed the entrepreneurs who shared their

. experiences during the preparation of this module. -~
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‘How are syou going to use your job skills after you finish
*sciBol? ,‘ . )

a LE - : ‘
Have you-ever thought about- starting your”own small business?
This module describeéhpebple who have stasted and managed
different kinds of small businesses. It gives you an idea’ of

wﬁig the) do~and some of the special skills they need.

* You will read about

. being a small business owner
planning a small-business
setting up a small business
choosing a location
getting money to start
being in gharge
organizing the work
buying ‘and keeping track of supplies
setting prices .
advertising and selling
keeping records of revenues .
.keeping records of expenses .
making sure you have enough cash
keeping your profits high
keeping your business successful

w " . .

You will also have a-chance to practice some of the things
that smafl_businessﬁowners do. ' o )
Thep you will ‘have a better idea of whether ;‘career as a
small business owner is for you. )
»

h >

e a)
- After you, finish this module, you might want. to stud§ another
module that describes a business‘}n the ,vocational area that
you are gtudying. - '

cudying.




— . Being -a Small Business Owner ,! -

£ ..

! . Goal: To help you see what small business o%;ership is all
: about. * . .

' I ’
e Ad

Objective 13 Define small \business and small ° . .
business owner. ’ ) :
. . .
g ~ Objective 2: Name at least th;ee'personal qualities . . .. :
you should have as a small business owner.

‘Objective 3: ‘List at least five things you will have °* - .
to do.in running a’ small business. . . .

¢ h
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Peggy Miller stu
child care in high school.
center after graduation.
evéryone, after a few years she was bored!
working fox a boss, either.

a

her ,own and to earn more money.

+

Peggy wanted to start a bu

L

PEGGY BECOMES A SMALL BUSINESS OWNER

Y

died cooking, sewing, homemaking, and
She got a job at a day gare
Although she got along well with

»
.

\

L 4

She didn't like

She wanted to do something on

. . ’
siness for the“tourists who

_came to her old:colonial town. 'Then she had an idea--an -

old-fashioned gandy shop!
fudge recipe ‘she could use.

business nearby.

Peggy -had wor

Her Aunt Marfha had an excellent
Her cousin George had a candy
ked there one gummer and had

gotten some good ideas. George could give herxadyice on
starting her business. . : i

Y

A}
[

‘ Peggy quit hér job, moved in with friepds to save,

monev, and began to plan.
businesses fail in the first five years.

work hard to make hers succeed.

at home andsselling it to
place to set up shop.
heé right spot, bat she kept trying.

She knew that over half ofy all

She'd have to

She started making fudge

her friends.
It took her quite 4 while to find

S

Fin

he also. looked feor

ally she found a

tiny shop with a kitchen in back, right next deor to a big

tqurist'hotél.

. T . »
‘Peggy used her savings and borrowed a large aiidunt of

.
~

money from her relatives? ‘Then she was able to get a loan
She decorated her store in a colonial theme
and named it for her aunt--"4unt Martha's Confectionery.">
She also hired Mark part-time to chéck

from the bank.

ordered, to help sell, and to clean up

N

Peggy made f

the supplies she
ter closing.

ﬁdge all morning. .She figured out pricgs
-She did the’ books at ’

for new candy. in the afternoon.

night’c

‘Shé'met'oftgn with George and her father, who was:
“an accountant, for advice. . Peggy: loved it alll

When there

were probiems (like the winter no tourists came and Pegfy

think of a.solution.

" Ineeded more customerg), she and Mark would get togetlier and
If the £irst idea didn't work, she -

"would try something else. - Peggy finally sof@ed,the problem
. of no tourists by getting brides to buy her hoqgmade candy-:

for their wedding receptioms.

ol

,(

‘v
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What' Is a Small Businéss? ‘

A business *is an organization that sells products or services as a
means of income. 'Theré are over 12 million businesses in the United'

- States. Over half of these are small businesses(that have no more than.

-

«

four employees. -

.
. - .

Small businesses are alike in several ways. Small businesses:
- £

° have one or two owners who make all the decisions and do most of

the work; . -

° have a smal? number of workers (the owner and zero to, four

employees); o : -

° have only one or two locations,

.

® require a relatively ‘small amount of money to start armd run; and

.0 ‘earn a fairly small income every year compared to the large,

well-known,husinesses in the same field. . , ™~
! g ‘
5‘ LK 3
Kinds of Small Businesses -
Small_businesses are all around you--clothing and'shoe stores,. v

restaurants, service stations, beauty shops, and ‘autet repair shops. Small
businesses are involved in retail sales (the sale of products, like food
or clothing,'to the final customer), in services, in manufacturin35 or in

wholesale sales. People running service businesgses often have a special

skill tgét their customers do ‘not-have, or they do a job to save their

c;stomers timei They may clean, repair; or remodel your goods. (such a3,

i~

fix your car) or do a certain job for your home or business (such as. mow
*your lawn or- -do your income tax). T g '



-y

.\\worked. When Peggy quit her job at the day care‘center agd started ~ .

\'Manufacturing businesses make the products’ that are later sold to the A .

customer. Small manufacturing businesses make all kinds of things such

as sailboats, machine parts, and hdhdmade leather goods. Wholesalé busir
nesses buy pxoducts from manuﬁacturers and sell them to retail businessese
They ¢ Lect products from many places, store them, and ship them to .
retailers when they are needed. For example: a person owning a wholesale ) ‘ .
food busin€ss might collect fresh fruits “and- vegetables from many fifms . 'ﬁ?'i

and sell them-to retail food markets. ; . : .

- a

LY . 4 > < #

What Is a Small Business Owner? ) o ’ - -

4 .
¢ . LY ‘
B .
»

*
First Peggy was an eleoyee ate the day care center. SheShad a boss

who dades most ' of the decisions, and she received wages for every hour ghg :

making and selling her own fudge, she became a small business owner« She
no longef had ;a boss; she was the boss. She n&w\owned, oirganized, and -5
e . ‘. — * > .

ran her own show. ) : . s
. ' s
\ 7. . - - .. . s ew

Peggy's life as a small gusfness owner went through two phases: -

@ At first, Peggy had no emﬁloyees. She\did all the work herself. T

. She did not have a storeieither- ‘Betause . her business‘yas small '
and simple, she only had a few bills. She was able to keep most

of the mongy she.earned. S > . -

e Liter, Peggy hired Mark and rented a shop. Not only did she have

to make candy now, but she also had to supervise Mark and ryn the

i shop.._ She had mére responsibilities than before. Since she also 7
had mqre expenses, her salary was a bit lower. However, Peggy had
- the joy of starting her very own business!/ She had the hope; tooy
. h that in a couple"of yéars her store would be quite;prosperbus. .
‘ . e u- . . . 3 ‘ - &
Many people starting small businesses start .out as a one-person busi-
ness in their home. If their business grows, they may become employers :\
of other workers and may b‘é or reat a store or office. PN :
) LY . ‘ 3 . 'd
N ‘ : ' "
t’ ~ v .2 / ' b ‘V -,
* P . -
. : 7 .
. . -
’ |
. . 12 ' . |
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Personal Qualities Small Business Owners Should Have

A

Peggy has many personal qualities that will make her a good small -

* business owner. The list that follows gives one description of the

typical successful small business owner. -

""" WHAT MAKES A GOOD SMALL BUSINESS OWNER?
e <y , -

voD -

e 1. -Good small business owners have drive. They:

4gz§are self-starters and like working on their own;
‘e like to take chaz:ge qf things; '
e can make good decisions in a hurry; ‘
e have plenty of energy and like working hard for what they °
« T want;

e are not afraid to téke risks; and
. fini&h what they start.

Good small business owners think clearly and have a good

imagination. They ¢ } - ’ /

] ® have good business ideas and can think up new .ways to solve
* . problems, .
e 1like “to plan before\ they start a job, and

e "are nat afraid, to ask for advice.

3. Good small business owners are leaders and can Qork well with ' .

Eeoglé. They ¢ B . /
o 1like people and can get along with them;

e 1like to lead and can get others to follow; and
"e. do what they say so people trust them. ,

-
°

) : 4. -Good small business owners -can perform many different jobs at the
. . "j

“ . same time.

Not all small business owners have all these qualities‘u, The more of
’ ‘then -you. have,?ugh, the greater chat}qe you have of doing well in small ‘

-

L | .8 13
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5‘ business and lfking it., You may have been born witﬁ/some of\_hese-abili—
. v‘; ties. Others you can work to develop. However, if you have very few of
.these and are not intere ted in working to develop them, you probably
won' t make a good siall ‘business owner. You migﬁb prefer being an.

Q mp oyee over ‘being a small business -ownery SmaIl business ownership is

; ) nqt; for .evetyone. . P ¢ - AR
A
- h » ’ . ~ >
L , g L . . A - v, . .

*, . "“ i ; . , ) * ‘.
4 ool .. ) . .
. Whathmall Business Ownerxrs Do- ~ ‘ : W .-
& :, ! , - . .‘ b_’ . . . . ) ]
: - _' ,' In Peggy's candy business, she had many different jobs to do--all at ot

the seme time. If you beéome a small business owner, you ‘will also have

the following jobs to do:, ' - - St

Ve /~ Buy e * "
. ‘ and keep . @ .
a L ° . : .
. , . L o . Organize tracﬁiof' .
. N the work ' goods
s A - ' -~

Be in
charge of
‘people

Advertise
and sell

Plan the
business

Keep
financigl
records

Keep the"
busifess
successful
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g Summary ‘ 4 . ! . .
- . ’ - . P
-, ;_ There are many small businesses of all types in oudr country. Small R }
. business owuers have many jobs to do and need many abilities. They must .
. have drive. They must be able to think clearly and’ have ,a good imagina- ) " >

. tion. They ‘must'also be a 1eader and be able to work well with people. .

Now you know a 1ittle more about the career of small business ownership

and can begin tO\ask yourself, “Is this for mef" . . .




Learning Activities - o .

Individual Activities o . :
>

-~

»

The phrases below describe different kinds of jobs. Look at each
phrase and decide whether it describes an employee or a small busi-

ness owner. Fill in the correét answer in the space provided. .

3.

<)

a. Has a store with a fgy sa{gs people

b Must pay business expensehrbefpi;
receiving a salary )

c.‘ WOrgs for someone‘who owns a gas‘station

d. . Is paid by the hour

(1]
.

. 4
Has no boss and zero to four helpers

Does the work but does not make manf of
the decisfons

. e .

. S

Put an x in front.of the five companies listed below that are probably

small busi%sses. —

Ford "Motor Company

Joe's Barber Shop
Del Monte Fruit *

I I“ | I

Cannipg Company

Main Street Shoe Store

-

Give examples of three retail businesses,

Macy's Department Store

-

Bell Telephone and Telegraph
Quick TV Repair

Hsmgcleaning by Horace

-
¢
-,

Elisa's Dress Boutique

. .
. &

A

*
» he N -

three service businesses,

one manufacturer, and one wholesader.

Retail Businesses

-

Service Businesses °

N\

E

Manufagturer

@

-

Wholesaler - s ~

‘y

\
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Discussion Questions

- L

1.

Look at the chart describkng the "typical” successiul small business

owner.'

the case study to, support Jyour opinion. (For example, {f you think-

she is a good problem solver, tell whyn) . . -
|

°

Why do you think some pepple like owning their own businesses? What

are .some of the dissdvsntsges?

t.

List all the things Peggy had to do in order to start her candy
store. What responsibilities does she have now that it is started?

What responsibilities does Mark have?

Think about the usefulness of Peggy’s schooling and her work experi-
ence. Discduss other, small businesses that might have been good

choices for her.. Explain why.

Group Activity'

to your tlass.

questions about:!

Make up a list of questions ahead of time to ask your guest.

‘e - whether the business is successful;

Invite a successful small business owner in your town to come speak

Choose the owner of a retail or service business where

you shop.

3 -

why he or she started the business; *

o ‘kinds of tasks an owner must do;

° special abilities a good small business owner must have;

4 ~

e how the owner judges success; . -
o(: how family members help out in the business; and
e " whether the owner enjoys his or her job.

Which of these quslibdes does Peggy have? Give examples from .

Include



R "+ Goal:

" ERIC .

Aruitoxt provided by Eic:

To help you plan what your small business will be
like. ~

K

ijecti?e 1: List.five steps to téke in
* deciding whether to start a small business.
- Objective 2: <List four things to think about &

*  -in choosing the products or services of your
business.
4

Objective 3: List three advisors used by smali
business owners and one other source of business

information. . ¢
. /
"A:'?"Pb — ‘s ’
g i g =
®ET .
3 2 4, .
“irnt & €
- o {
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'City suburb of Stonesville.

‘for weddings and parties.

LUIS PLANS A GUARD SERVICE ‘

[N 13
on
.

Ever since he wotrked part-time as a reserve policeman,
Luis Ramirez wanted to start a guard service in the New York
At age-29, he had some Mngs
and -wanted to know whether his dream would worke -

’ - Al

Luis read in a-business magazine that, depending on the
company, guard services offered 24-hour paglol service tz
businesses and homes, answered emergepcy calls, did detective
work, and sold alarm systems. He talked to Alex Fratessa,
who had a similar guard business in nearby Mason City: .My
business is growing rapidly,” said Alex. Insurante cosgqﬁ
are high, but so are the profits! I think this is true wikh
other*guard businesses too.” The Stonesville police chief
told Luis, "I think a' private guard service would do well
here. The crime rate is rising, and the police department is
overworked. And there are some wealthy people who might want
your service.” .

Luis read in the newspaper about several break-ins in the
west end of town. He visited several of these homeowners and
asked them if they would be interested in guard services.
They all said "Yes' and "We sure wish you had been around
last weeki" / - ‘

Luis knew that Ace Guard Service was already patrolliﬁg
some of Stoneswille's small businesses. From the Yellow
Pages, he fgund out that’ Safety—-Plus, Inc., which sold
security alarm systems to homes-and businesses, also had a
branch in town. .

Luis decided to focus on the wealthy families in Stones-
ville.. He named his company Prestige Home Protection Service.
He planned that his guards gould drive by homes several times
arday and ggswer emergency calls in 15 minutes. They' would
also pick up mail for people on vacation and act as gugrds
He contacted a lawyer to find out
what legal steps he had to take, and his business begag! -

- J ’
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Planning a Small Business .
-— - . 5

3 v
P
v

1

Making Your Decision.to Start a Business’ %

» ' ® ) -~ 1
= ' ‘Luis took several steps in deciding whether to start his own business.
" e He asked hinself, "Do I want to go into business and becomzﬁgelf-
' employed? What business do I want to start?”
. . He listed the information he needed to know about the business.

® , He figured out where to get the information he needed. '

e He collected the information. ’

° iHetlodkéd at- the information and made his decisions--whether to

. start a business and’ what, his business would be like.
You can follow these same steps in'deciding whéEBEE“§Eu‘§h6b1a start

other kinds of businesses, too.

\ , ~} ’ ' ) Vg
InforJ;tion You Will Need to PlaA\Your Business

. (1) The products or services t%at you coufﬂ bffer. Luis discovered

ection business offer slightIy dif-

) -

that different companies in the pro

ferent sérvices. In other business 8, too, there are choices of the

products and services to sell. 1iIn the women's clothing business, for

example, you can sell evening clothe‘, clothes for working women, or .

sports clothes. You cenjslso offer delivery service, special shopping‘

advice, and fre alterstions. You shduld tfy to find out all the pos-
‘ sible products Snd“g'pvices your business could offer. Then you can-

decide which ones you might want to in lude in your business, depending

on trends, customgrs, and competition.
" ’ . N 3

(2)'Trends that may affect the business. Luis wondered 1f there was

'a demand for guard services.® The fact that the number of guard services
in the country was growing made him feell that people needed and wanted

-—

»

‘ | . 16 22() - ,.\& . v -
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. age -(young peOple-—ages 15-34).

the service. Luis also wanted to know whether people would continue to
A\

use the service im a few years. If people g ideas changed orfbusiness

conditions got worse, he needed to know whether people would still use
his service. . - .

©
.

dLuis sho§}d also have studied about new inventions that would help or

harm his Busfness. If there was a better system for calling patrol guard

in emergencies, he might be able to improve‘his service and get more cus-

¢

Other new equipment ‘might make his service unnecessary, however.
-~

tomers.

Sometimes changes in people's living habits Eause changes in the need -

for a certain produect or service. For instance, if families in Stones-

ville began working c]bsely with the police .on "neighborhood watch" pro—

-

S

»

grams to stop crime, Luis" guard service might not be needed.

. _
s . . .

Luis should also find out whether there are any special difficulties

in this type of business. ye found’ out that guard services had towsbuy a

lot of insurance. In other -businesses there may be difficulties like

finding or keeping workers or getting supplies cheaply. 1f there are

situations like these, you must decide if you are prepared to deal,with|
them.

—-— - [
. -

e

(3) The kinds of customers you could gete

Luis needed to knowLWhich.

groups in his town would want to- use his\guard service and why. He kney .

that usually customers of a business are alike in gsome ,Wway. They may all

be businesses of a certaif type and size. They may all be individuals
with similar income, jobs,” or- education.

same age. They may be of ‘the same sex or natiohality or have the same

special “Interest.

-

(2) wealthy homeowners. . .. ,
. ) T

If you ran a sporting goods store specializing in tennis, skiing, and
backpacking equipment,'vou would probablv have customers around the same
Customers of a store selling golfing or
boating equipment .would probably be a slightly older group of people in

Customers using a bookkeeping- service would -

the kigh income.range.

-
L]

) 17

Cusfomers day all be around the

Luis'.possible customers were (1) small businesses.and .

/]
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o probably be small business owners who'coild not afford to hire a full-time AT S 5
b90‘kkeeper for themselves. ] - N . ’ . " B ‘

>
v
~
P

Usually you cannot please all bossible groups of customers; You . -
should pick the one group that is most able and willing.to bﬁy .your prod-' ’ -

- - uct or service. I . . . 15

° : . .
R . . . - - . R

] -~

‘s . - .
‘ " (4) The kind of competition you have. Luis needed to” Know if he had - !

 —

any ¢om2etition (other businesses in his area’ that were selling’ similar AT -
products or services) If so, what produ!:ts and services did these busi- £ —

nesses sell? Who ‘were their customers? What were the‘ir strong and weak L.
' B - . °

¢ . , 'poi[nts? . . ‘ /‘ . . .8 R

° . &

C . A : _—

> .

.

He found that the other guard business in town was working with small
businesses. There were no protection businesses fbr private ‘home g% Luis
decided he would concentrate on families, since he had no, competition in

Kl

that area. He also. decided not to sell home alarms sinces another company

.- _was already selling .them. ;If Luis had degcided to start a guaid servicei T '
: : for businesses, he would-_ ve had to do a betiter job than Ace in somg' a
. . way. For example, he would have to offer extra or better gervices or - ¢
- . lower prices. . L L, .
. ~ - e :
- » * it v. .
pY ’ < 9' * ‘ * . ‘ - ' | ' o S >
\ __Pickgg a Business-Imag_eI R . . - . - " , ’ <
) ( t R T . g -

" Once Luis decided he -would start a guard service, he‘; needed to decide K
what his particular business would be like. What did he want people to
think of when they heard fabout hi‘s business? His business image woﬁlcf* be.

-

. determined by: . . T4 ’ " .
" ” ,® the products or services he offered, and their quality, . ,
o o the appearance and attitude of his employees; . . . e :
‘e his prices)(for example, discount prices or deluxe prices); ,and. e .
i . ¢ his businéss ‘name and EQ.E.'E_Q.' (For example, Luis' motto could be i °’
. * , - ."Prompt, personal service 24 hours a day.”) . . Cos
- . ' ‘ - . . ’ . » ’ . -( .
. ; . « <
S v ) 22 - ) N g R
' » ; 18 : IR . :
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- / can help Luis

- -

A

Whe¥e& to Get Business Information 4nd Help
Luis needed help in starting his business.
he runs\his business.

e~\\A lawyér will help him choose the best

ness and give information on taxes and

-

-

occ I'-(—. .

N
-~

He will‘also need help as

»
He will have to find the following advisors. ®

legal form for his busi-
business laws. The 1aw§%r

avoid legal qiffiéulties and handle them if they

a' '

~

» 2 An’ accountant will help Lufs set up.a good financial récord—

3 keepfgi system. He or she williprepare and explain financial
. étate nts and tompleté income‘tafsforms. The accountant can

also giye advice on how to improve the business' finanpes.
e A bankdr will éive Luis financial and mﬁnagement advice. The

banker -can also help Lgis borrow money'to start his business and
1 .

—

_to keep it going.
o A realtor will help him find the best %océtion for his business”

and'will help him buy or rent the office or shop.

e An ingsurance agent will tell Luis what kinds of insurance he Ul
| The

agent will then give “him the insurance just right for his :

needs to protect -his building, employees, and customers.

" business.

°
e . .

A ‘
Luis can also get (free) business information from:

‘\ow/’friends.and relatives .with business égperience; s

) business)people who sell products and services to hig compan};
the public library; ’

e ' trade associations made up of other people in the same‘business

o ’ .
, field;.
: e . the local Chamber of Comﬁerce; .
e the U.S. Small.Business Administration'(wi;h offices in all 50
N States); 1 N
. @ a university small business vé}opment center; and’ )

‘@ other fedefal; state, and local government agencies.

te
=
O
-~
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Summarz . 2

.

\

To plan a’ small business, you must collecti a lot of business informa-
tion, study it, and maﬁe decisions about what your business will be like,
this is called matket research. You should find out what products or

services you can offer and what- business trends can affect your'businessu

You should study the kinds of customets ydu can reach and the kind of
competition you will have. You can get help from your lawyer; accoun— .
tant, bsnker, realtogh insurance agent, and others. You will pay for,
some of this help, but you can get free business advice. from experienced

friends, relatives, and government agencies.
1 ‘

| | > -
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- ., Individual Activities

v

> N N - o
s J h
’

.~ 1. List all the ways Luis got infoormation about ghard gservices. Then.

list a few other ways he could also have gotten infémmation. i

f /'—\-0/ - ) - h . v ‘
. ] ' " . ~ ‘ .
, Look up "Guard and ‘Patrol Service ip‘the Yellow Pages of your phone .

hY

book. For one or more of the businesses listed, fill in’ the blanks o l
belows Describe the customers served and the services offgred. What .

do you know about the business image'of these businesses from their
~ e ~

. adsx ., ' . ) 2 1 s
- \ N
. -

. ‘ Business Name Customers Services Business Image

—~

, . . . . -

‘3., Write a short paragraph describing Luis' business iﬁﬁ%@f? Answer the
following questions.

.

e What kind of attitude and appearance should Luis' guards have in e

order to keep up this image?
o What price level do you think Luis should charge for his service .
. {low, médium,. or fairly high)? Why? ror

. " "
9 - N
- o« —— » 'Y |
. . ® . . \

4., Llist all the poBsible groups in your community that might use guards. ° - |
" ) Assuming there is no competition at all, which group do yau think )

would be most willing and able to .use a private guard service?k\Why?

J

5. Make a list of a lawyer, accountant’, and 4nsurance agent in your town

v

who could give help to a small business owner: (Write down ﬁsmes of

— . people you kndw, or use the Yellow Pages.) Talk to one of these

g . .
+ - ¥ rbessadiin L . .

N ‘ . people and ask how he or she makes a small business owner's job .
'\ “easier.

crel -
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. » ‘ ‘ Y Iad
. DisgLssion'Qgggtions ) . ‘ : L
. * - r ’

1. Suppose you are tﬂfnking of opening a record shop in your town. List

T a few trends that would influence your business. How could‘you take

N &

[ /
" 2. -Desbribe the different kinds of customers a record shop could have.
What kinds of products and services would eath group want to buy?

i \ . s f v e

3. . List the step; you will need to take in order to decide whether to ~n“$_

"Also list the kinda of information you will

need to plan your record shop.

open your record shop.

For each,-give one place you can go
v <«

to get the infhrmation.

L e T

. «

advantage of these trends to make your business dore successful? .

Group Activity

.

9,
S

)

-

Make plans to start your red%td shop. Have different-méﬁgers of your
group collect the information you will need (see the text and discussion
guestion #3). Make sure you study your competition in town or in your
neighborhood: - . v

A

Digcuss what you found out, Then decide what your new shop will be
like.

. 'should sell, including #few products or services to make your shop special.

Pick the group of customers you want to sell to. Decide what you

becide on a business image, a business name, and a motto. . ) )
- B ‘ , . . : ¥
(If you don't *think a'new record shbp could succeed in your town,

give several, good-reasons.) T -- PR R
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. . Setting Up a Small Business
] - v,
Goal: To hélp you make decisions about buying, organizing,
’ and licensing your small business.
X Objectiye 1: Describe the three forms of business
ownership. , A .
. ) Objective 2: Describe three types of business v,
. opéortunities (ways of getting into business). ’
- Objective 3: List two business permits that may
‘. be needed to start a small business. .
' . h A
® ° ] \ . -
- ’ 3 ’ *

. . - ~—~— :

. - : .

. ° » X . . i .
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A SOLE PROPRIETORSHIP OR A PARTNERSHIP?

- »
-

E
Willie Nelson had beenatuning cars in a large shop for
gseveral years in a small city in Michigan. Befote that,
he'd had’ other mechanic'jobs. Then he said; "I think I'll
start up a Quik-Tune franchise business like the ones in -
Detroit. I'd tune cars all day, and I'm real good at that.
I don't know much about handling money, but I hear the
Quik~Tune people teach you that in a special class before
you stayt.

A &

Willie had heard that franchise buyers have to have a
ot) of c&sh to start, especially to build a new building.
e(wasn't sure if he would have enough, even with help from
He wondered, too, "Do I really need .Quik-Tune's
famous to help me get customers? People in town are
keeping“fheir cars longer, and they are taking better care
of them. They also like to save time.
in town would gladly give me lots of business, even without
Quik-Tune's name."” .

Willie s old friend, Jesse Johnson, had another idea.
“I've ‘been running my uncle s used car dealership for five

years.

a few workers.
business.
partners?” ¥

I know how to ke:B/books, and I've .hired and fired -

I can get~about $25,000 to put into the

Why don®t we start the business together and be

¥

The idea sotnded good to Willie! Together, they could

' " afford to buy the local auto repair shop that was for ‘'sale.

Bud Sorenson’, the owner, was retiring, and his son didn't
want to carry on the business. The building and equipment
were old but, usable. - )
In high school, Willie and Jesse had been good friends
and had worked well together on the football team. "But in
‘ business, that's something else! 1I've heard that sometimes
people get burned when they go dnto business with buddies,”
Willie said to himself. He talked about it witﬁ%his wife,
with Jesse, and-with the bank for a long while. Then 'he
made his decision. He-and Jesse signed an agreement, and
they became partners in J&W Ready Tune. .

I'm sure the folks "~

°

~ - T
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Setting Up a Small Business

. » ‘ ’ - ’

Willie had to make dertain legal and business decisions in buying.and

-

organizing'his small buqiness. He had to:
'] pick\phe form oé ownership he wanted'
e ‘'choogse the type‘of business opportunity best for him; and

e .get necessary bqeiness licenses. '

! ]
N s - Ll .

5 ¥
»

‘ °
Forms of Busindss Ownership
< ] e \
. \ '

.. There are 'three main forms of buéiness-ownership:

. @ sole proprietorship;
e partnership; and

.® corporation.

4 - ?
[

Willie consideréd thé first two.

A4 -
N «
V o~
|

A sole proprietorshiplis a business owned by one person (sole =

single; proprietorship = ownership) Sole proprietorships are the most
common form of business ow ership. Businesses with a single owner can be
formed easily with little 'red kape.' Owners of this ferm of business
are free to make. their o busidess decisions. They don't have to cen-
sult oth&rg in the business. * Therefore, they can decide quickly and make

changes easily. They receive all the profits 6f the business.
Fox

-

. ‘.‘Q * -
. Willie knew that someﬁimes gingle owners make poor decisions because
:they have no one to give em advice. -Sometimes they have.a hard time
ting enough money for t eir: business. He knew that if his one-owner i

business did poorly, he_wo 1d have to take all the responsibility. 1t

his business owed money, would have to pey all the bills even if he

.,
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N -

had to sell the business and some of, his personal bélongings (like his
' car or house) .

L

- -

;riartnershig is a business owned by two or moreé ﬁeople. The part-
ners share in raising money, making decisions, and taking profits. They
are all responsible for business fallureg\and debts., Usually' the ideas,

abilities, and money of all the partners go into the business. -
R\ .

’

However, partners often have disagreements. Sometimes a partner may .
suffer for the mistakes of another partner. For example, if the partner

who handlés the money gets the business into debt, the other partner must
share in paying the debt.

"

s . N

Willie and Jesse made plans to avoid some of the possible problems of
a*partnership. They wrote an agreement before their business began.
They decided ahead of time what duties each one would have and what deci-

sions each one would make. They agreed how to divi&e the profIQS and

share any losses. They alsc 'decided what to dc in case cither cf thenm
)

wanted to leave the business.

»
-

Another form of business ownership that Willie and Jesse did not con-

sider is a corporation. T

hY L4
a

A corporation is a grohp of owners ("stockholders") th;t acts as a
single business.unit. The people who own pieces. of- the business {shares)
are called stockholders. Stockholders collect.bart»of the corporation's

_ - profit, depending on thé nu?ber of shares they own.-

- .
- N

The'stgckholders elect the board of directors and vote on important
matters. The board of directors makes general business policy. It

’

¥ chooses officers to make the day-to-day busineaé dectsons.

>

Corporations get money to,run the business b} gélling stock) If gheA
corporation has a business loss, it must take fesponsibility for its

. .
" bills, but the individual stockholders are protected by law from losing

.
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their personal belongings. (However, in some closely held corporations,
stockholders have to pledge personal belongings to get business credit.)

&

. ~

Corporations are more complicated to form than sole nroprietorshiggpor
partnerships and usually moré costly. The state requires that special
papers be filed and certain fees be paid. Aléo, corporations must pay
,more kinds ‘of taxes than sole proprietorships or partnerships..

. * NN : \

.
. - N -
b

Ways of Getting into Business

i

.
..

.o Willie constdered two types of business opportunities--buying an
existing ‘Business and starting a franchise business. -He and Jesse could

also have started a 'new business Q?l'on their own, "from scratch,”

. ] . <
. ~ 4

. Buyinggan existing business from anather owner has certain advan-

tages. « The new owner'does not have to do as much planning about
the business, and he or she already hasg a certain number of cus-
tomers. Owners may gell a business,because they are breaking up
a nartnership or retiring. However, they may also want to sell

-

because the business is-doing poorly. - -

e Starting a new business allows the owner to make all the deci- :
. sions alout the business, "from the ground up.” Sometimes small
business owners start new busipesses because they believe the
area has lots of customers and little or no competitiog. They
may,also start-a new business where there is competition because
. they feel that they ¢an offer a better proﬁuct or service. . .
e Getting a franchise means opening a business th&t offers the same

?' products or serviceﬁ_and has the same name as a numben of other
: stores. Individual business owners own the branch office or,
store but pay a certain amount of money to the parent cgmpany in.
exéhange for use of the name, advertising, and other business
help. For example, they nay receive training on how to start the .
business and how to manage employees. Willie found out that he"
could receive information from Quik-Tune on how to tune all kinds

of cars, how to set up the business, and ‘how to keep fiuancial

records. . .
< [
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o, Franchise'owners often can buy goods and equipment at lower
“" - prices through the parent compa‘ny and can get help with business
Y loans. In franchise businesses, the business idea has been tried
‘) - .in otaher.places and has been successful. Many people have

‘ already heard of the company and are willing to become customers.

Theréfoi'e, it's possible to have good profits even in the begin- .

-

* , ning phase of the business. 1 .
. . ¢
J . . There is often a high starting fee to pay to the parent com-

e A

) \ o ’  pany, however. Every year Willie would also have had to pay a
. _— certai’n percent of his revenues.. He would have less freedom to ..
e - . do thing’é_his own way. - If hk did not run tHe business.the way.

the parent co:‘npany wanted him to, he gould lose the franchise .. .o

. contract and maybe some of the money he had invested.
o R ) ) » ¢ . , - : '

. : Business Permits You May ﬁd . o ’ : .

' ‘ Depending on the kind of business and the laws of their city, county,,
N

and state, small business owners may have to gets -
e permission to build or to occupy space (building, zoning, and <

“use’ and occupancy permi-ts),

including various tax :

e a city or state license "to do business,
Vd -

. > IDs numbers;
e a health permit (for exampi.e’, for, businesses selling food) .
e - an occupational license in order to do certain kinds of work (for

E

|

3
example, state licenses for all nurses). . =~
¢ . .

’ ’ ] ..

- Willie and Jesse only had to get one of these permits to start their

»

business--a "use and occgpancy” permit. They had to tell the City Build-«
ing ‘Department what kind of business they would have in their building :
and’ pay a $10 yearly fee. ' _

' ' L .

< L}




As a small business owner you will have to decide Whether ‘your busi-
ness will be a sole‘proprietorship, a partnership, or a corporation. You
(;\ must also dgcicl'e whether you will bgy an existing busingss, ,start a new
orie, or gét a franchise. You may also have to get certain business

licenses before you gtart.

ce" 5 . A
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2. Below are several phrases describing the three forms of business
wnership. In the/blanks provided writelfhe correct form of owner-
ship:,solg*propriétorship, partnership, or corporation.

3.

4 L@

a. This form:of business is easy to start and has °*
several people running it.

b. "The one person owning this form of business can
lose most of his or her personal belongingg if °
the business fails.

c. b In this form of business, funds can be raised by

- selling pieces of the company. _
da Disagreement’s in tﬁis form of business may be

hard to settle because there is no board of
directors to*make general business.policy.

-

Call- your local City Clerk and Health Department to find put what

kinds of permits yqur town requires to start (a) a tune-up shop,

t
(b)"a second-hand furniture store, and (c) a restaurant. Try to get

a general idea of why these permits are required.

-
o

Di'scussion Questions °

! .
\ ‘ - . 1

t

1. List some of the."pros and,cons" of buying an existing business vs.

starting a new business. , $ -

, | : a1 | )
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2. Give as many examples of franchise businesses as you can.

In what’
. fields do franchises seem to be most common?
3. .Discuss some of the possible probles of a partnership. What are

some of the disagreements that could occur? What are some of thzﬁj

-

) o . -
Do you thinE'Willie made the rfght decision in choosing to statt a

partnership with Jesse instead of starting a franchise bp himself?

parent .company have given him? What obligatfons Would Willie have
had to the: parent company?

¢
3

N o/

Group Activfty

t
thingﬁ that one partner could do that would hurt’ the other partner(s)?

If he had gotten a Quik-Tune franchise, what kinds of help would the

]

Assume that your‘group (of five or less) has éotten permission to -

f
start your own business--a snack shop at schanl Rnortg events Suppose

you need $200 to start your business.
will contribute and whether you want’ to become a partnership or a cor-

poration. List Ehe ‘pros" and "cons" of eachs

-~

a. If you decide to become a partnership, write up a short agreemen
e . - *

describing‘

b.

e how the jobs will be divided;

[ 4
3

how the profits will be shared; and

~
~,

what will happen ‘if one person wants to leave the partnership.

F

Ty
+

Decide how much money each of you

If you decid. to‘¥orm a eogporation, elect two membets to the board
The board of df¥éctors should then choose the presi-
dent of the cdmpany, who wi 1 make the everyday decisions. The whole
group should also decide how® ofits’will be divided. Should some of
the profits be kept in the business to help it grow? If so, what

of directors.

percentage should go to stockbrokers?
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' ' UNIT 4
, .
' Lhoosing a Location

.
»

Goal: To help you choose a_business location. . - .

” .
‘ Objectivesl: List five things to think about-in

choosing a business location.

Objective 2: List four ways you
to help -you choose a business

5
[y .

7/

.

* /
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can get information
location.
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'FRANK DECIDES WHERE TO LOCATE -2
o - . ’-
- Frank Vitale, an experienced chef and‘waiter, was think- .
ing about starting a health food restaurant. He knew that .
health food restaurants were very popular across.the coun- . \-
¢ .

try, especially among the- well-educated middle class. Com-
petition was mainly from other medium-priced restaurants,

; such as family restaurants or those offering foreign food.

Frank wanted to locate in a certain Colorado tgwn, He
had studied the people living there and the competition. .
There were no other health food restaurants in town, and he
felt that hig would be successful. He needed to pick a
specific loca¥fon in town. Here are his notes on the three
spots he liked best. : '

S
°

e "Site #1 is on Central Avenue in the downtown busi-
ness district. It used to be a medium-priced Greek restau-
rant that went out of business. The area has many high-=rise
office buitdings and several exclusive dress shops. There's
a veryigﬁccessful, expensive French restaurang nearby and 4
theater giving modern plays about six blocks away. The
building rents for $500 per month and does not need to be
remodeled. ‘ .

)
ot ¢ !

e "Site #2, a former coffee shop, is on 'College Avenue-
in,a neighborhood shopping area near the university. Stu-
dents, single working people,
live in the area. Therg are a large drug store and a movie
theater in the same shopping area, and two blocks away is a
family hamburger restaurant. The rent is $400, and the
building needs to be redecorated a bit. -

. > 1 -

-~ o "Site #3 is located on Aspen Drive; thé main road
leading out of town. About one~half mile before coming to
the buildinh, the number of stores and homes bégins to
decrease and farms appear. Lower-middle lass\faqtory and
farm workers live in the nearest groUpw.o# homes. The
huilding ».which rents for $300, used to be a bakery, so it
needs some remodeling.” ,
.Frank decided to rent Site #2. After six months, his '
* business was doing quite well. The number of customers was

%ncreasing each week. ‘

. . -

o 3

d young middle~class couples

”

-~ -

-
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Choosing a Location
AN ] ' . »

-
-

Small business owners must’ pick their business location carefully.

This means picking a spot ‘near your customers. If the location is wrong,

people won't come to the business, and the business will fail.

“
<3

Either renting or buying a building involves a lot of money. If you

rent, you may have to agree to stay in the building for a few years once

you move in. Therefore, it is important to pick the best building and

location for Jour money the first time around. i -

Frank made a wise location decision based on research. He didn't sct

He asked himself, "What do I.
hig

on his own feelingsvor a friend-s advice.

rmation he needed to answe

3= PS4 v

need to find out?” the inform

"

Then he got the information, studied it, and made a choice.l

N

Information Needed to Choose a Business Location s S

question.

L} ‘e

>
2

' Frank hot the following information,before he opened his restaurant
\ /A

.

in the area. From a friend, Frank
knew that he needed at\&e:st 1, 000 people lﬂving close to his ’

on Coilege Avenue,

¢ The number of;g¥ople livi

restaurant to get enough\business to succeed. Each type of bugi-
ness needs a different number of people in the area to succeed.
If a business sells special products or services only to certain
groups (sudh as cameras or csmputeﬁpservices), it may need a much
larger number of people nearby. ° A

Sites #1 and #2 both had enough people for Frank's restau-
rant, but the shob on Aspen Drive probably did not. Frank was
not sure that he could get enough business thére from peopie
‘driving through, either. _

N . -

38 T’ :




_ tage of the

.

]
~

The kind of people living in the area. F‘ank, like other small
business owﬁ, chose an area where he felt that a large perc‘e’n-

-

sidents would want to buy-hié pfoducts and were
aMe to do so., He studie& the income, education, and age level
of the people 4{n all-three areas. He also thought about the‘type
of restaurants each group might like. He thought that his res- _ -
taurant probably would noé be fancY"eﬂBpgh for the people. living
and shopping downtown (Site #1). He decided this because of A
their high income level and the fact that the French reétaurant
was succeeding while thé less expensive Greek one had failed.
Frank decided that the people living near Site.#3 probably
could not afford to go to restaurants very often. When they did
go out to eaE, he thought that they would probably prefer a dif-

ferent -kind of restaurant. : 3

The kind of busiﬂes area. Frank needed to think about the type
,of business di#t;:ﬁ wanted to Pe in and the businesses he
wanted to be ngarby. He a{so had to find out whére hgg.competi-
tion was. .

fge three b&cations Frank thoughf about were in different-

/
types of business areas--downtown, on a main road outsgide of

town, and in a neighborhood shopping area. :He also could-have
looked for’space in a large shopping center or along a highway..

.Each type of area has its "pros” and "cons.” Two important

things to ask are: "Is the area eas; for customers to get to?"‘
and "Does the store or office have(enough park{ng?" '
Frank wanted to locate near other businesses that served the
same kinds of customers as hisg restaurant. If-heswas 16catéd
near a movie theater (Site #2), he thought he would get more
young, middle-income customers than if he were near a theater
showing live plays (Site #1). -Site #3 had very few‘okher\busi-
nesses near it, and Frank decided that this would make it hard
for him to attract customers for his restaurant. °
Frank didn't want to locate near his main competition--another
health food restﬁgrant. He ;hoﬁght,'however, that being close to
other types of restaurants (like the hamburger restaurant) could

actually help his business. People would think of his area.when

37. o
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. they wanted ta'go‘out to eat, dnd often they would choose his
- "’ , . & .
) restaurant. roe . ) ‘ -

- The same may be true for other small businesses. It would be ~ -

. - e * L)
. .
N . «
- * i . . ' s
S ive ~ .
vex . -
T . .

bad for too many shoe stores to locate in the same area, but a
few grouped together may bé a good idea. People like to shop
where there is a wide choice of shoes., ) ‘/'.

e ~ The business history of the area. Frank needed to know how the ' . i

. other businesses inp the.area were® doing. He also found out abo&t

he success
i ' The “Gre
oL lar customers to what Frank's would have, failed. . That told him ‘

the business that had been in the building before. ’ ,

restaurant on Central Avenue, which probably had simi- L

that his' business might fail, too, in that location. ~The bakery
on-Aspen Drive was not ﬂoiné very well,.eitﬁer,Ibut'the’cd&@ee 3
shop on College Avenue wag. Frank thought that a more modern
restaurant in that location would bring in even more business.

e The condition and cost of the building, Frank had to find a

space that was the right size, had the right equipment, apd yas

~s

. . the right price., ’ He decided that the rent at hSite i vas a bit . '
high. The rent for'Site #3 was low, but Frank would have had to

3

4 spend mbneymremoging thé bakery shelves and gemodelihg the .
kitchen. "Frank thougbt that the rent he would have to pay at
College Avenue was fair. He also figured that he could redeco-

-—

¢ ‘
- s . ‘
|

) Faté quite cheaply. . . .
. s ' . A A
* ' . s
How to Get Information about Choos ng a Location

-~

. ) Frank got his information in many‘waysib' K ' ' {
e He asked his realtor about building sites in town that were for
. rent and got advice about which ones were bezz for his restaurant.

e He looked at street maps and visited each location. He also

inspected the building carefully. ' T
. e He talked to neighbors (businese people and customers id’the

area) and to the business owner who used to occupy the building "o

, he was thinking about'.. ’ — - . "
‘e He got business information from the loeal Chamber of Commerce. ’ .

8 ™40
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Ne He used information:about the people and businesses in the area
from books put out by the U.S. Depaytment of Census. . .
4 R -
- © s -
Summary .

Having a good location gives a business a greater chance of success.
Before picking a location, .you should study the number and kinds of people
living in the area. Yod should find out about the kinds of businesses in
the area, their business history, and the cost and condition of the
building.

help you decide.

You should usé as many’kinds of information as possible to
These include visiting the area, talking to neighbors

and other business owners,%and stﬁéying information from various business

o?tanizations. ~° e 2 .
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Learning Activities o e .. =

Individual Activities ‘

- «
e o '

l.a. Pick a certain‘business you are interested in. Talk to someone at
the Chamber of Commerce and find out how information from that . ] “
agency can nelp business owners choose a location. .

- .

¢

b. For the same ‘business, ‘ask a realtorﬂtc gsuggest a good location in

your town. Find out why he or she chose that spot. ,

' - .
r -

-

2., 0n a map of your town, pick a spot that you think would be good for

an exclusive men' 8 clothing store, a small, quick-service grocery ) :.

’ store, and a 1andscaping service.

e your decision based on the °

type, of business district and

e people 1iving in the area.

(Assume *

ﬂggat you have no competition.) Explain why you chose the spots you

,

" Discussion Questisns

did )
. . - . - v K
< » (
» 2
TS e, 0 B 4 =
) . . / ’
2 - s ’ \
¥ . . A+
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1, - Do'you think Frank chose the riiht location for his health food
restaurant? Would _he haye .succeeded in either 0ne of the cher two
"spots? - How couid he_ have changed his business to get more'customers

at Sites #l:and, #37 o , L

.
. - " =
”* - ‘ ‘ . [4
¢
- » ¢ ! N

2. Why would you need more people in the area to stert an antique‘store .

than a small food market?

v N "
. .
' . s .
- , - B . .

. %
3. .When should you locate your business next 'to your competition, and

when shouldn't you? 'Give exampfes for several\different\businesses. ) L
. _ . \ N . LR ‘\
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. hq Suppose you want to start a document delivery service. You would

deliver letters and small backages between businesses and to and from .

the airport. One location you are thinking about used to be a dress
shop. It went out of business. Does this mean your“business will
fail too? List other information you woula need to, know §bout the
location before deciding if it's good for you. T to think of other

things that would be helpf?l besides those listed/in the text.

Group Activity L

@ , . |
' |

Find a store or office in your town that is for sale or rent. Decide

business you did. If you tpinl

businesses, tell why.

‘\
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\ ' UNIT 5
. . '3 . j
- o ) . . Getting Money to Start )
/ . ’
| - "Goal: To help_you plan‘ how to get money to sta Jyour
- business.
) 3 ‘Obj‘ective 1: List four sources of money té start
’ your small business. B .
- ’ ‘ ~
Objective 2: List three kinds of information you
. must give your banker to get a business loan.
~ ‘\\ A Objective 3: Describe the five sections of a
' . busingss description. . AL
Objective 4: State the purpose of a statement of
: . financial feed and list its three partss :
’ ~ * \ i )
*
C .
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CALVIN AND HENRY.APPLY FOR A LOAN

< .
[} : ¢

Calvin and Henry Fong were experienced barbers who
decided to open a barbershop in San Franciscos "There were
no other barbershops in our area that give quick, cheap
' ~ haircut$ and shaves,” Calvin reported. “"Many of our neigh-
" bors told us they wanted a 'no frills' barbershop close

- by. We decided not to worry about the people who wanted
G fancy hairstyling. They could go to the new salon on
. Market Street.” o

Calvin and Henry found a store for rent in the shopping
district that seemed an ideal size and location for their

business.

barber sinks also had to be installed.

The store needed to be redecorated.

Some new

- The contractor

asked for $1,800 to do the job.

The brothers bought the

) lotion,'rhzor blades, and towels.

dryers, barber chairs, and other’ furniture they needed for
$2,000. Before they opeged the shop, they bought a large
amount of supplies such as shampoo, shaving cream and

e

.

They also needed money for the rental deposit, the
utility deposit (electricity, gas, and water), and pre=
opening ddvertising. ‘Other start-up expenses included a
business license, accountaft fees, and imsurance.

Calvin and Henry figured that their expenses for the

_first three months would include a salary for Mike, a part-

time employee, rent, utitities, supplies, advertising, and
"other" expenses. Neither Calvin nor Henry planned to take
a salary for the first four months. Calvin would live off
of his savings, and Henry would work in his father's resr
tadrant part—time. Henry said, "We had to spend about

$7,000 in the first three months. About $5,000 of this we

had to spend before we even opened for pgsiness."

Calvin had $1,500 to invest in the business, and Henry
had .$1,000. Calvin's brother-in-law offered to lend them
$2,000. They also applied for a business loan from their
friend, Mr. Lee, at the Imperial Garden Bank. They asked
for money to cover expenses for the first three months.
Mr. Lee approved 'the lean. '

e




Getting Momey to Start
.-
' ‘ . . e ’
Calvin and Henry were well, on their way to opening their business. -,
They listed the expenses they expected to have and the amount they hoped
' to earn. lhey figured how much money they would need and collected the
- money from several sources.: _- . ‘ ’ R

®

Where to Get Money to Start .

W
®

Some of the, money to statt a small’ busimess will come from sources

"close to home.” ‘ : .
e . Your own money. Calvin and Henry nutaa large part of their
h savings into their new barbgrshoﬁ. They could also have gotten
L cash by selling their car or other belongings. - \ .
e Gifts, loans, and investménts from family and friends. Calvin
and Henry got a personal $2,000 loan from a relative interest- ,

! .free. We didn't want any other investors, because we didn't
“want to split the yearly profits more Qhan two yays,“says Calvin. . .
§ ' "Besides, investors like/qh help, make the decisions, and I think '

two 'business managers'.are enough!”

" The rest of the money-to start a business-usually comes from a business

M . . >
S loan. ; . ¢ < ) T

-

‘® Banks and credit unions. Calvin and Henry applied for a loan '_ .
" from Mr. Lee at the neighbothood bank. If they had been members .
of‘a credit union, they might have borrowed money there..
e ‘The Small Business Adminis€ration. The Shall Business Adminis-
tration (SBA) might also ‘Have been able to help Calvin and Henry,
especially if they couldn' t get a bank loan. The SBA ends money ’ - .

directly to gmall business ownevs and helps,them borrow money 3

N " ", £rom banks. oL . . : ‘ ‘ i
3 : R ’ e . . _ y
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. tage of interest. (Interest-is‘the extra money you pay for the privilege-

—

Most people apply for a business loan to get at least some of the
tmoney they need to start their business. With a.business loan, you have

to pay back a part_of the lloan money every month, plus a certain percen:

of using someone else' s money. «) If you can put a large amount of yours

own money into the business, then you will have less loan money to pay

back, and less interest.

Information Needed to Get Business Loans

L]

Calvin and Henry needed td give three kinds of information to the
bafik before their loan-could be approved.

1. Personal information. Calvin and Henry had to fill out forms

telling about their schooling, work experience, and finances.
‘They also had to show that they knew something about barbering
and nad good business sense. They had to have some of their own
money to put into the business. - .
‘The bank wanted to know whether they would be aple to pay
- back the loan, even if the business failed. Therefore, Mr. Lee
asked for information about Calvin's and Henry's other job skills
’ and required collateral for the loan. (Collateral is a valuable
possession like a house or car that is given as a pledge that the
debt will be(paid. If the loan is not repaid the bank may sell

" the possession to recover the money it lent. ) Calvin offered his.

house, which was partly paid for, as collateral for their busi~
ness loan. He also explained that ‘he could go" back to Wworking in
his uncle's barber shop in Fresno if his business failgd. .

- \\‘~\ 2. Business description. The brothers had to explain :;7 ‘thelr

business was going to be like and why they thought
succeed. A business description usually tells about'

would .

e the. business” products ar services;

e the location of the business and type‘and>condition of the
- bullding; ‘ Co '

‘.o " the kind of competition the business will have,

~
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3.

The Statement of Financial Need

e the-kind of customers the business will have; and .
e ways of making the business special and "beating” the compe-
tition. ;

Financial information about the business.  To get a business

\ able to repay the, loan, ‘ /

loan, Calvin and Henry had to f£i11 out’several financial forms.

One of these was a form -showing how much they expected to earn

:and spend every month’ during the first year. (An example of a

slightly different version og this form--called the profit and
loss statement--will be given in Unit lﬁ,) They also had to give
information to show their business really could make the level of
sales they predicted. The bank was interested in knowing when
the business would be able to start earning a profit--that is,
when the income. would be larger than expenses. Tt also wanted to
know how %%ofitable the business would be. The bank wanted to

usiness that would use the money wisely and would be

ko

lend to a

Calvin and Henry also haa to £111 out a form telling the bank
how much money thgg needed to borrow (a- statement of financial
need) 2 ) W R

A
‘4 >

<

2

P .
- .

" Calvin andeenry's statement of financial need appears on the follow-

ing page. The left side of the form 1lfsts the ‘amount of money they
thought they would.need for the first few months of business (exgenses)
Calvin and Henry chose .three months. Other small business owners may

want to borrow money to pay expenses.for the first six months or £irst

.year of business. - Calvin-and Henry's expenseS‘were divided into start-up

~

expenses (money needed .right at the beginning to open the business) and

’ operatingfkgpenses (money needed after start-wp to run the business every

month)

By adding these two types of expenses, Calvin and Henry figured

out the total startingAexpenses fof’the first three.months. T

. L)

The top right side of the form ' lists the amount of money Calvin and

Henty put into the business. This included “money from their savings and
. I~

‘a 1oan from a relative. “This amount is called.tQtalimoney on hand.

-
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STATEMENT OF FINANCIAL NEED :
> /\ﬁ
Expenses - o
(For First Three Months) > Méney on Hand
3 - .

Start-up Expenses Owners' Cash on. Hand $2,500,
Rental Deposit - § -200 ¢ - ' l
Utilities Deposit . "~40 Loan from Relative 2,000
Repairs and Renovations l,QOO v
Equipment.and Furniture 2,900 —TOTAL MP?EY ON HAND\ : %
Supplies 300 .. .
Advertising - 100 ~ ’
Other , 450
5 TOTAL START-UP\ EXPENSES $4,890 TOTAL EXPENSES

Operating - Expenses TOTAL MONEY ON HAND
(for first 3 months) ' Q

z - - &

[\Salary (for Mike) (8200 x 3) $ 600 -

Rent (%300 x 3) 200 -
) TOTAL LOAN MONEY
Utilities ( $30 x 3) 0 NEEDED ‘ -
Supplies ( $50 x 3) '~ 150 -
Advertising ( $50 x 3) © 150
.Other ($100 x 3) 300. i
TOTAL OPERATING EXPENSES $2,190 i
TOTAL EXPENSES - )
(For first 3 months) |,
Ve g

money needed.

‘.

14

7 The box at the bottom right is for figuring out how much is needed
Afroé the bank. By subtractingsthe amount of money thé& had from the:
, _ahount of momey they needed, Calvin and Henry calculated the total loan
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Summary . o ) ) - .
. . i ¢ ’ N ‘
- . 1 -
In startingyyour.own small business, you will probably use your own .

money, get loans from friends, and borrow from a bank, crediﬁ union, or

° the Small Business Administration. . To apply for a bank Ioan; you will ' e .
need to tell the bank about yOur work experience and finances, what your '

. ) business will be like, the ‘level of sales you expect, yOur business/to
have, and how much money you will need to_get started. One form that ‘may be .

) filled out, foy the bank is tne“Statement of Financial Need. . ; ’ .
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. Learning Activities ’

Individual Activities

1.

2.

ed

3.

v
L\

List the names of the three main totals- given on Calvin and Henry' s

statem;pt of financial need. List the three main sources from which ~

they &ot money to start their barbershop.

Write{i business description that Calvin and Henry could have used to

get a business loan. Includi the five parts'described in the text.

For dach pant, write one sh aragraph of about th¥Xee sentences.

Remenber that this description should show the bank that Calvin and

Henry' b&siness is well planned and likely to succeed. -Based on

them theiio ne. s . \ ..
LN \

L
For Calvin and Henry's statement of financial need, compute the total

eernses (for thé first three months) by adding all the figures in

che left-hand'section of the form. A

Compute the total money on hand by adding all the figures in the top

right section. A

-
L)

-~ ¢

Enter Che two totals in the bottom right section of the form. Then -
compute the total loan money needed “by subtracting money on hand from

.expenses. This is the amount Calvin and Heary will need to borrow

-

from the bank.

+ -



&

--present their case.

Discussion Questions - -

1. What types of personalffnfotmqpion do you uhink Calvin and Henry gave

Mr. Lee? How do you think.they gave him these different gﬁpes of
information? (For exaégze, did they give information about _their
schooling through a school transcript, a .short written paragraph, or
an outline? "Or do you think tHEy.gave him the infotmation orally
during the loap interview?) :
2. _Calvin‘and Henry‘eged their own ﬁoney and loans‘ to pay»thgir expeﬁses
for the first three months. After the business starts, what other
source of monef“&ill‘the;’have? How will tpey use this money? List
other ways Calvin and Henry will use their money as the business

grows. . /

o

. . ] * Q .
3. Suppose Calvin and Henry bring in $900 from barbering in the first

month and their sales grow by $300 each mggth.‘ Their operating

nxpnnsen will be *7"!0 a month Fgr rha gﬁrnf' aiy monthe. When gén

"Calvin start.taking $800 out ofxuﬁe hU7iness as salary?
>

Group Activity

) .

Role play éalvin and Henry's :élk with Mr. Lee at the bank. Select
individuals in your group to play'the tVo brothers and Mr. Lee." Qalvin
and Henry should give Mr. Lee person information, a business descrip-
tion, and a statement of financial nee&j\VMr. Lee should ask questions in
order to decide if Calvin énd Henry are algood businésé risk. Mr. Lee

should decide whether to give a loan based off how well Calvin and Henry

v

»
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Goal

L 4
a ' »
UNIT 6 e
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Being 1p_Charge

.
- .

To help you be a good "boss™ in your small business.

-
-

bbjective 1: List three steps you should take

in organizing new workers..
N

Objective 2: List five steps you should take in
Jhiring a new worker. .

Objective 3: De;cribe several ways of keeping

yodur workers happy.
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_ ED HIRES AN EMPLOYEE ~

.
+

Ed Olsen, QZ, a former mechanic, started his own_auto
parts and autd repair shop after being imjured in an acci-
dent. He decided to manage the shop and sell auto parts
and to hire Sal, a good friend who was’a mechanic, to work
for him. Now, two years later, Ed had so much repair work
that he needed more help. T

Ed decided to hire someone to do oil changes, lubes,
and tuneups. The new employee would also clean the shop
every day. Sal would do the major repair-work. Ed would -
continue to keep track of auto parts. He would take all
“customer orders and organize the work for the two mechanics.
He'd also do ail the banking and recordkeeping and would
check all- shop equipment weekly to make sure it was working
well, . T

Ed advertised for a "mechanic's assistant” in the local
paper. Four people applied for the job. Ed hired Mario, a .
young man who had worked for a year and a half pumping gas.
.Two months after Mario started work, Ed noticed that Sal .
seemed unhappy and asked why. "I'm having trouble with
Mario. He's learning the job quickly, but he won't help me
on big jobs. He says he's not supposed-tcé do major repairs.
He seems to think that he should take orders only from you."
Sal also said, "I've been working harder than ever recently °,

~ and don't seem to be getting any rewards." X

"Thanks for letting me know, Sal," said Ed. "I'll try, .
to do something about this." Ed‘gglked'thh Mario¢ Mario
geemed a bit afraid of Sal becaugse Sal knew so much about
carss Hé didn't want to try other ‘repair work because he
didn't think he could learn. "That's funny, Mariol" said’
Ed. "Sal:tells me you're a fast learner and he'd like to
teach you more if you're willing.” Mario said he was. Ed -
decided to make some changes. Sal would decide how all
work would get done and by whom. Sal would also receive a.
raise. When Mario had extra time, he'd help Ed check in -
parts. Sal and Mario agreed-to try the new plan.
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Being in-Charge. - . \
i‘ .

vo b - . LN
. L Y - A [y . ' '
‘Working with your employees”can be the most enjoyable—-and. the most
difficult~-part of running a small;business. The success of your busi-,

ness depends, to a great extent, on doing a good job of "hping in charge"

F

of your employees.> If you don't have enough workers, yon won't be able .
to get your work done. If your workers do ‘poor work or are rude to cus—
tomers, you may'lose businessﬂ‘ If they.quit or are fired, you will have
to spend extra money finding and training new onese.

) ‘ ’ AL ) -

~ 3
. - , b
How to Organize Your Workérs' Tasks " .
&« Some small business owners have no neonle‘working-for them. As the

business grbws, the” owuer may hire at least one worker. When the owner .
starts £eeling nervous about all the work there is and thinks that it all
" won't get done, it is probably time to hire ong or goré employees. . First,

' ,he ar she should figure out if there are going to‘be enough earnings to
pay workers and should get organized'in the following ways: f
Ed tried to think of

tasks that -could be done easily by someone else so that, the

. Decide on the tasks your employees will do.

" shop'é work would be done efficiently and ‘in 2. coét-effective

manner. This meant giving up~tasﬁs that. he was not good at or

" .that took too muchwof his time. He wanted to hire)someone else

, — todo the mechanical work because of his injury. He gave'Mario oo
o the job of cleaning up because he felt it was more important to
do other jobs himself--for example, the financial recordkeeping.

Later, Ed gave Mario the job.of checking.in supplies to save him-

-

U self time for other things. - .

_Ed also plannned to have similar tasks done by the same per-

- son 80 that person could‘specialize in one part of running the
-shop. He didn' t think it made sensé for a worker from the repair
s - shop to keep books or- sell parts in the store.
56 S .
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How to Hire a Worker

» . ‘

4 ks . e
» .

. .

~ T R

When hiring workers or changing the tasks they do, it is ‘a

LY

good 1idea to put instructions in writing. A job Yescription®

tells a worker what to do and how to do it.’ It also explains how
the job ties in with the other jobs in the business. . .
> .
(3 Hire good workers. After Ed knew what tasks he needed done, he

tried to find people who"could do them well. He decided what
training and work experience he wanted his workers to have. He

“

also had to_decide on“a’fair salary to offer. : -

e Explain the job clearly.. Once .Ed hiréed Sal and Mario, he told

them exactly what their jobs required. He alsop made sure that
Mario got the training he needed to learn his job.; He for
however, to explain to Mario that sometimes he would have to help

Sal on extra jobs. . o

o Give the worker responsibility for the job. Ed trusted ‘his

workers to do their'j 's well. He checked their work from time
to time, especially At the beginning,fbut did not "breathe, down -

A

" their necks.'

He tri ot to do all the work himself. “I know
that if I tryfto run a one-m&n show, ' I'll'burn out very S
quickly. ‘ .

The more responsibility,yoo give your workers, the more auth-
ority you shoul&‘give them as well. Sal, for example, was sup-
posed to see that all the car- repairs got done. His problem waf\
that he didn t have the power to get Mario to help him. When Ed
explained to Mario, that Sal was boss “of tﬁe‘repair shop, it was

. easier for 'Sal to get the- work done. . ‘
./\ . . e
4 .
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This is the best way to hire a new worker. - . .

o Decide what the worker'should be liﬂg.' Ed wrote down what the
- 'tasks of each worker would be (a\job éescriptioh) and -also listed

what training and experience he wanted his worker to have. For
Sal's job, he wanted someone who knew a lot about car repair and
had worked as a mechanic before. For.Mario's job, he wanted .

- someone with- a high school diploma and general work efperience

. .
L - . . Vi
.
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- only.’ Ed thought thst the person ‘taking this job could* easily be

trained at work. ‘Xlso, since he was offering a fairly low sal—

ary, he realized.hevyould not be able to get someone with a lot

of experience. _" . . .

| N ’ -
Look for workers. ' Ed got his workers in two ways. When he needed

hi&Afirst mechanic, he called his old friend Sal, whom he Knew
Was perfect for the job. To £111 Mario's job, he advertised in ~
the newspaper. He could have put a "Help Wanted" gign in his
window, asked his friends about people looking for mechanic work,
or contacted a local‘high school, possibly one with a Trades and
Industry program. The State Employment Service would have iisted
his job opening in its files, too. When a person ﬁith the right
skills came in looking for a job hé or she would have been

referred to .Ed.

" Look at job applications. Each person applying for Mario's job

had to £ill out.a written job application,, This had questions
about education;_other jobs4held, and special skills. Ed read
these applications ﬁnd weeded out one person who had no work -
experience and one- &ho had changed jobs:often.’ He decided to ‘
talk to the two people who Io ked best” for the job.

Have interviews. Ed talkkd“/9

asked them questions about' what they did-at their last jobs and .

to Charlie-Peterson and Mario. He

P

what their strengths and wealy esses were. He tried to find out s
whether they would it in well in his business. He also told
them more about what he expected in'a worker.

Talk to past empl;yers. Frank called Mario's and Charlie's old

bosses to find out lf they had, been good workers. Charlie's boss
said that he had. been fired from that jaob. Since Mario' s boss

gave a good report,ﬂEd hired him for- the Job. <
< . ' “.’ 6 -

-

L
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How to Keep Your Workers Happy
l

.

i

In one gense, keeping workers happy is not the.goal of a small busi;g//

ness. However, if - workers are happy, they usually work better and the/IZ

business is more successfulL Sal for example, did not.work well when he

. ) . ',,;ﬁ»’t"’sr o
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_was having problems with Mario. Soon customersywould have noticed his

t,

poor work, and Ed might have lost business.

Pe
<

Thegse are three ways of. keeping employees happy. 4 .
¢ Communicate with your/workers. Ed let Sal and Mario know what

their job responsibilities were., He also,told them about his ‘
daily work plang.~ He thanked them when their work was good or
when they did some hing extra. He geﬁfly pointed out ways Ehey

could improve. He also listened to their idea§7:bout Qays of \) .
improving the business. -When trouble came up, he let them help ‘ v
identify the problem. _ ‘ ‘ . . . t

e Understand your workers' needs. Some business owners think that

theirhworkers are mainly interested in money. Although:;oney is
one reaSon for working, it is often not as impartant as other
things. -Sal worked as a mech7hic because of his interest in
cars. He also wanted credit for his good work and wanted to be’
friends with the other workers. Workers need job.gecurity. They
want to know that they won't.be laid off as §§bn as businegs'gets
slow. They wait a clean, attractive place to work. They want to
be treated fairlyl and té have the chance-to be promoted to better
o jobs. You should understand the needs of each of your workers )

and try to meet them. This leads to happier workers and better

. Vo“rko . . [ Y ’ -

' ° HandleAprobleus‘earefully and quickly: Sometimes Qorkers may
. have problems at work because of troubles At hodie or disagree- ~
‘ments’ with other.worker§ They may find their work hard or ‘ -
“boring or may feel that _they have been treated unfairly. As a
) small business owner, you should be on the lookout for these

kinds of problems. If you see an unhappy wquer, ask him or her

.. privately‘what the problep is} -Listen'to employees' concerns and
ideas. Say that you wang your workers to be happy and that you
need their hélp to make the:business run well. Promise to work . .

~

. . '#ith them in finding solutions to problems as soon as possible.

- - -

« -~
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, \uSummarz 1 *
[/y ~ - . © " . - . < ‘
;s ' As a small business owner, you must know how to divide the work in

the business and how to hire the right workérs for each job. You also
must be able to solve problems with your workers. If workers are good at
4 - .
- their jobs and happy at work, your business will probably be more suc-

¢ cessful. You will also experience the bersonal‘rewards of being a

]
-

business owner. 3\ ’
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Learnin‘g“\,Activities

b

« * - *
- e ®
. .

Individual Activities : ' - - ' N

“ e N N »

! ) ’ f2 I '

1. Make a 1ligt of all the tasks that Ed, Sal, and Mario were responsible
for at the end ‘of the case study. Do you think the work was divided
wisely? Give a title to each of- their jobs.

N /
.2
¢

Title . 2 Tasks )‘.'

-

e
-

Sal
Mario

-t

“2." Place the following steps in hiri‘ng a worket .in the right order by

L)

v
=

numbering them 1-7.. .

N

a. _____ Advertise the job G .~ :
b. _____. Choose the best person for the job ’ . )
‘ (c.‘ - Decid:a what e.xpe ence the walger should have
d. " Talk to former bosses’ . ", _ - ’
e _. _ List the tasks that must be done * © : S L
£ o In‘th:ervi’ewzzl"‘le begt Yhoices : RN S S .
., 8+ ___- Read completed job appli*&:gtﬂions ' . - . . .

Te 2,
.

- ads for a mech'an;l:c in the newspaper. Make a list

3. Find two or'th
of all the kipds of in;‘.ormation given in the®*ad. -

’

4. Write-a péwspaper ad for Mario's jo;. Ust_a’the infom‘at_:ién in the ,
case gtudy plué sample. ads from the ‘newspaper (Activitzy #3 above) to
help you. Put the job title or other impgrtant information in llaxlge s
print.  Include a s.t;ort description of the job and the experience and
training needed. .(jive information ‘about wages .axj1d work hou-rs, too. ’
. . " C ) LN

¥
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bt Discussion Questions *

.
' - * -

¢ " 1. Do you think Ed handled his problem. with Sal and Mario weli? What .
s . d1d he do to keep.Sal and Mario hdppy? What arehothef things he
i could have done? , Suppose Ed'sweeto parts and repair’bushness_coﬁ;
. : tinued to grow. Ed had.too much to do. What could he.&o to 'divide
the work differently and keep everyone happy?
2. Make a list.of some of the difficultiee werkers-may have/on the job. -

Suggest how the business owner could work to solve each one.
3. Discuss some diff4culties you hiave had with your parente, teachers,
s ahd friende that were the result of peor communication. How can you -

eyeid trouPle by'comgdﬁﬁeating'bester? Would these ideaf be helpful

. . to a small business owner too? - - ; \
' | » |

PO Y . 4
.

~ 4, Discuss the folloﬁing qu;§§!\ Whom do you agree with--Marge or Steve? -
’ : . ]

~

-

Marge: "I ¢hink.managing people is by far the hardest part of owning
o a business. If a worker fights with his girlfriend or resents
v . . his co-worker, the whole business suffers, and these gnglems
.- can't be solved oyernight.”

Steve:- "My peoplerare easy to work with. I can't stand.the paper<

s worke I always have trouble adding up the sales I make each
‘. day.. And. keeping records for income and payroll .taxes 1is .
- - horrendous!"” .
) .( R 1 . . o L

What part of running a bfisiness do. you think would be‘hérdes;?.

o

. .o . ‘ . . v e, Al
, . _ L

Group Activity

4

Role play a meeting of Ed Olsen with several people applying for the
“mechanic's assistant” job. Decide ahead of time what each applicant
. ‘will be like. Applicqntsishould,have different abilities and: experience

{ " and be unequally qualified for the job.y After intexviewing each person,
T Ed shpuld be .able to come to a fairly clear decision about which appli-
cant is "best for the job. . ' 5 N '

/ ‘
' . .
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Organizing the Work A ) .

: »

Goal: “To help you organize the déily work of your business.

£

\ .

~

Objective 1:. List three main steps in doing the - ,
work of a swall business. .
T . s - g - ] 1 * - B -]
Objective 2: Describe the purpose of the work
order and the work schedule. g
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" MARY ORGANIZES *HER WORK CREW
. . /\ v'

Mary and Harry GCrow started the Golden Dawn Landscaping
Service five years ago.in North Carolina. Mary, age 49,
has been running the business alone since her husband died .
two years ago. Mary, an experienced landscaper he¥self,
orders plants and other supplies, keeps the records, and .
organizes the work. : o . > -
¢ Mary ‘has four full-time landscapers. Bob, the foreman, °
usually draws up the plans for jobs and gives estimates of
how much they will cost. He goes to the jobs with the
other workers and gets them started. He returns.on the

. last-day to make sure the work is finished and that the
customer 1is: happy. Tony's specialty is patio construction,. '
Sam and Pierre often do lawn and garden replanting. All u’
four men f£111 in on any area of landscaping when Mary needs
them. . . 7

On Friday, September 12; the four men were workinégon a
large job with Oakwood Chemical- Company (job #101).. They -
were planting trees and bushés and redoing the lawn., - =~

At 10-a.m. -that day, Mary received a call from Mrss . p
Kelly, who had decided on a job she had"Ealkéd to Bob about ‘ :
,last ‘week (job #102). She wanted Mary's crew to:build a - -,

* patio in her backyard, plant some bushes- around the house, ’ :
> and replant her front lawn. Mary filled out a work order
* on the job. . She decided to pull Tony dff the Oakwood job
+ and have him start the patio on.the 16th. He would finish .
building it on the 18th. Pierre and Sam would be finished -
with the Oakwood' job on that. day.‘ They could then come and ] '
. do the planting and lawn work for the—Kellys on Friday, .the = .
- 19th, and Monday and Tuesday, the 22nd and 23rd. Bob would .
get things started on.the .16th and would check the work on
the 23rd. . -
F . - > ‘

At 3:15, Clyde Watkins called, asking;Maty whether they

¥ could lapdscape his yard. Mary sald she would send Bob .
over on the afternoon of the 16th to write up an estimate.
Work could’ start on September '24. ) ,

J— »




. Organizing the Work\ _ ‘ o
. i ,‘( B <"

Steps in Doinglthe Work ofﬁé Pusiness

- 3 3
N v

Making.sure the work of the business is done well and on time is an : o

important part of the small business owner's job. These are the three

main steps_in doing the work of a business. ' ..

e Organizing the work. Like Mary, ail smaIl business owners must
figure out what work has to be done in their business, when it

_ must be finighed, and who will do it. . Lo
e Doing the work. Small business owners muét\gake sure someone
. does the work. Sometimes they~§ill do the work themselves. '
Often they will have their employees do it (especially as their
- business grows). In many cases, small business owners are more l -
. managers" than “"doers.™ . ' . ‘
" o . Checking the work. Aﬂ)er the work is completed for the customer, f . '

it must ‘be checked to see whether it ‘was done well. Often the

smayl business owner checks the work: In Mary's case, her fore- R -

Z,

man, Bob checked what the others had done’ and made sure’ that the -
customer was happy. = . . ‘ ) ’ »

kY - 12

) Ways of organizing the work depend on the kind of business.- For a ?\\\\~;

retail business (such ‘ag a shoe store), the work is organized around the

€

Eroducts that are 861d. " For example, you nust organize how and ‘when the
shoes_will be put ‘on the .shelves, sold, and by whom..

\
P L <

For a service business, the work is organized around the service that“
.+ the customer needs (such ag the bujlding of g new ‘patio by Mary's land- Coe
scaping service).- This unit desgribes the forms Maiy used in her ‘servicé |

business. Other businesses may use forms that are different from these,

4
. Y
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" v The Work.Order

Y
= f v

. The work drder is used mainly in service businesses to record the

_ customer's order and to request that the workers do the work. The work

=8, s
- - .order is filled out by the ownmer or anothér employee after finding out
* ' what service the customer'needs. QMe work order is ‘then passed on to the
workers, who do the work as described on the form+—A copy of Mary's:work
- " order for the Kelly job. appears below.
) - L
) WORK ORDER _
_ fROM: Golden Dawn Landscaping Serv.  DATE: September 12
) 12380 Magnolia Ave. * WORK ORDER NUMBER: 102 .
" " Greenville, North Garolina ORDER TAKEN BY: Mary Crow :
) WORK FOR: Mrs. Robert Kelly. ) y )
700 Seven Hills Dr. START WORK ON: Seftember 16
Greenville, NC FINISH WORK ON: September 23 -
965-8173 ’ A -
AN U .
Person Estimated - ) . o
Doing Work Time Needed Descriptibn of Work'
Ton§ 3 days ~ Building the patio (gravel and concrete,’
redwood sidiq\g{1 latticework) R )
— Sam,& Pierre 1 day Planting. aroun the house (azé!!as, star
jasmine,, camellias)_,~‘»“1_ '!AN*i_‘
- . Sam & Pierre 2 days Redoing the front|lawn (ripping out old lawn,
' . x'\\ leveling, putting in new sod) .
i (For detailed plans, see Contract #102) .
WORK STARTED ON: September 16 TOTAL MATERIALS 786,00 .
WORK FINISHED ON: September 23 TOTAL LABOR ‘ 90000
g WORK INSPECTED BY: Bob Schulz _TAX (5% on 1 -
. Y- p materials only) . 39130 . i
. Customer's Signature W—% TOTAL COST" ~ [51,725]30 .

L
7
. . . i

On the work drder, Mary wrote the date she took the order, her name

-,
A(order taken by), and the dates Mrs. Kelly wanted the work started and
finisheda(start work on and finish work og) . )

-

Mary wrote down Mrs. Kelly' s name, address, and phone number in the

blank called work for. Under description of work, ghe listed the three

"main tasks in the job--building the patio,*Planting around the house, and




; .. /’\ " , .
redqing.\he_gggnt lawn. She decided who would do eachstask (person doigg
the work) and the time it would take (estimated Eime needed) Then she ‘

A

passed the work order to Bob. . . .
/ . .

>

“ Bob filled i n the blanks at the bottom left of the form (when the
work was actually started and finished). He also signéd his name after
inspecting the work (wﬂrk inspec&d by). Mrs. Kelly signed to give her

' okay of the work. Then Mary figured out the final cost of materials and ‘ .

labor, sales tax, and total cost of the jobs She sent.a copy of the work -

order to Mrs. Kell with the bill. -~
™ <

The Work Schedule ) . -

Mary hig to organize the work on all the landsca\ging jobs that came .. .
in-—Mrs;/(elly s Jjob, Mr. Watkins' job and the one for Oakwood Chemical.

She also’ had to decide which job would ke started first and how to divide

her wo,rkers' time among jobs. For this, she needed a work schedule. The,

work ‘schedule is a daily caletaar that describes which'jobs will _be done .
by )which employee s, if which order. ' '

& *
-— . 0On Mary s work schedule for September 16 (~below), she listed the name

“of each employee, the description of the work He would be doing that day,
and the estimated dates he would be working on ob. If one employee

> had more than one job to do in a day, she 1isted the jobs in the order B ‘

they! shduld be done. - ' . . ‘.

WORK SCHEDULE

Date: Tuesday, September 16‘

o

°|_Employee ; Description of Job Estimated Da'tes
. : . O St My le?a .
: o(¥0L) v . '

. @Pffa“( 70L) ) )/.W /6
M l6-1g
Soolmbe) 1 3-18
T o
&/W’az%)f"
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"I try to fill out my work sche&ples a week in advance," said Mary.
“"The it my work;fs know what theyiwill be.doigg next. They also ﬁelp v
me to put my people ind jobs theéy are go&d at éhd to get the work done on
time for my customets:‘ This ?ay, too, f giﬁays know where to find my

employees if .I need them." - - B

. . e}

! . %

As a small business owner, you must organize the daily work of your
busingss. YOP must take -customer orders, describe the work that must be
done, and pick the workers who will do it. For this, you,may use a work

order.-’ You may use a work schedule to organize workers' time on several
. ~ Y x * . \

customer jobs going on at once. ., N
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‘Learning Acti'viti’es -

) o . ' . . . .
! - i m}% - : , .

: ,
. 3

Individeal Activities

3 ’

“
N

. 3 <

_3..' Below are“five statements describing how small busineSs ow,ners organ- -
izé& their work. Circle "T" if the statement 1s true and "F" if the '’

statement is false. P > : ' % . . .

<

w” T F  Most: small budineys owners organize and do the work of their
business and have another e@loyeexcheck its .

' .
- h - - -

b. , T F  Owners of retai'l; businesses use the work order more than @
owners’ of -sgrvice. businesses.
ce T+ F’ Work orders are often filled out after a phone call from a

customer. . )-

7y

de T F  Wotrk schedules *used mainly to describe the work that has
been completed in a certain week. . ‘ “

- - " A

e. T F A small business owner would use a work schedule tor put o,
< severai emp }oyees to work on seyeral different customer jobs - .
on the same - %

" - .. * g
“ . * [ a »

day. , ) . Y N a s

2. Read the foll_owing description of Clyde Watkins' ilandscaping ‘garder .
and fill out a work order for this job (job_#103). . - R

_ ‘Tony and Pierre will spend two days removing a dead bak

" ' treé-from Clyde Watking' backyard. Eor the next two days,: o 7
. they will tear out the old bushes and/% raiged garden es o ' o
. beds...Then Pierre will plant, juniper and-other bugheg in o, e
" .the raised beds (in.gne day). L T . '
- | ] . :
d Bob will g'et the others-started on Wednesday morning, Sep-
tember 24, and will cheé¢k their work late on Tuesday, Sep- I

tember 30. On Wednesday afternoon he will start preparing . '
an estimate for a large landscaping job at Greenbriar Hos- “
pital ‘(job #104). . It will tafe him 2% days. (Sam will be .
on vacation until October 1.) Materials for the Watkins N
job will cost $600 and labor $580. Sales tax is 5% (on .

'materials only)



PN

' . - : WORK ORDER
) | FROMY Goldeh-Dawn Landscaping Serv. DATE: ¢ Lo
o ¢ "12380 Magnolia Avenue _ WORK ORDER NUMBERP 103 ’
) Greenville, North Carolina ORDER TAKEN BY:
s WORK FOR: o, ST . -
L ) START WORK ON: ___
) ‘ ’ - . FINISH WORK ON:.
N . »
U0 ' Person Estimated - .
Doing Work Time Needed [? Description of Work - .
~ ’ - ' f , . .- . 5,
“ ’ ! o
— . - .
L« WORK’ STARTED ON: TOTAL MATERIALS !
- WORK FINISHED ON: - ~  TOTAL LABOR l
WORK INSPECTED BY . (5%) !
o ' . ‘ 5
’ i Cusg9mer s Sigpatqre ‘ . _ “TOTAL COST i
7 ¢

°

o~ 3. ‘Based en the information in #2, also complete ,a work schedule for

‘ ’ ) Bob Tony, Sam, ‘and Pierre for Wedhesday, Sé%tember 24,
S . , o WORK SCHEDULE . -
:j | ., Date: _ -
: Employee Description of Job’ - ﬁstiﬁated Date;
- Bob - o ‘ .
“ - | ' N B
i Pierre . ' Lo - e
“ - 0
y - éam




,Discussion Questions - - . -

1. How could a.work schedule be wsed by the owner of a small shoe store?

Why would work order forms probably not be used?

2. Do you think work orders-filled out by the_oﬁﬁef of a typing servicé’

#ould be as detailed’as work orders for a 13n¢scapiﬁg service? Why,

_or Qszknot? “Give examples of what might be listed under description
or '

of w

and estimated time needed for a_typing service. .

)

3. Do you think it would be gﬁ}pful for.Mary Craw. to make up a daily
] a ’
- work schedule for herself? Why, or why not?: What things could she
include that she does every day? What things come up suddenly in her
- ;: -

day that she would have to leave room for?

4. Discuss the following quote from Charles Washington. *

"I started my own restaurant because I love to cook and I

didn't like having a ‘boss. As my business grew, I hirefl a ‘
part-time cook, two waitresses, and a busboy/dishwasher. I

find that all I'm doing these days is training ‘employees ' -
and writing up work schedules. I hardly ever get to work

in the kitchen. All this managing is a drag.” -

*Do you think Charles had a good idea of what being a small business

aowner was before he started? If Charles really wants to cook all
- . o , ) .
day, what should he do?

- ' N b

Gnqup Activity
Suppose you and two friengs are runniﬁg a snack bar at Ehe local b

swimming pool for t?e summer. The main tasks consist-of (1) cooking ag? .
lpreparigg fpod and (2) taking customer orders and working the cash regis-
) ter (selling). Other tasks include ordering food add supplies once a |

week and tounting money and clegningvub every eveni .”“fhe snack bar

wi}l be open from'10 a.m. to 6 p:m@, sgien days a week. %E;ch worker.wi}l

work s’Ix_'hours a day, five days a week. A.t: ,1e§st two people shmild be im ‘

[
-4
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duty from 12-2, the busiestipart of thevdéy, and on Saturdays and Sun-

daye, the busiest days of the week.

° .

Make up a work schedule using the columns listed below.

names of all three employee

3obs each pe rson will be doing and the hours he or she will be, working.

0

-~

s under each day of the week.

.

2

List the

Then list the

'If someone s not working on a certain day, write "Day off by his or her -

name .

Hours

Days of the Week

-
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UNIT 8

Buying and Keeping Track of Supplies .

s
N -

>

.

Goal: To help you buy and Reep track of goods in your

business. ‘ ,j) '

Objective 1: List four decisions you must make
when buying goods for your business.

Objective 2: List several things you shoulq'think
about when choosing suppliers. oo

Objective 3: State the purpose of the purchase
order and the inventory card.

o * @
4
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MIKE TRIES TO CONTROL HIS INVENTORY

-

-

Mike Thayer took over the Thayer and Son Hardware Store-
from his father five years ago. Recently, Mike decided to
start selling some new products--garden tools, potting
soil, plant food and fgrtilizer, seeds, and small plants..

- ' ' L]

> ~

* .

Mike thought ‘about buying from one of two suppliers--
Sunshine Seeds and Hothouse Suppliers. Sunshine Seeds was
a nationally krown company thiat sold seeds, live plants
and gardening supplieés. Their seeds were the best in taé :
country, and their delivery service was fast. However,

* their products were rather .expensive. Mike heard that the
local saleswoman was capable byt .a little sharp with cus-

tomers.

Hothouse Suppliers provided all the same -products

as Sunshine but at cheaper prices.

The salesman was very

nice, but Mike heard that sometimes plants were slightly
wilted when they arrived. .

» Mike decided to use both suppliers. He would ordér his
- seeds and live plants from Sunshine and the other gardening
supplies from Hothouse. "He placed his orders before -

Christmas so he could be sure to receive everything in time .

for spring gardening seasdén. He decided to order-small
amounts at first since he wasn't sure how his new products °
would sell.

On October 23, Mike placed an order with Hothouse Sup-
pliers for 50 five-pound bags of potting soil at $2.70 each;
75 clay flower pots at 66¢ each; and 200 bottles of indoor/
outdoor plant food. costing $1.50 a bottle. He also ordered
,25 rakes, 10 hoes, 20 shovels, and 100 trowels. .The rakes
cost $5 each, the hoes' $7.50 each, and the shovels $8. For
the trowels he paid $1 apiece. Mike-also mailed an order -
to Sunshine Seeds for 200 assorted packets of vegetable
seeds (at 15¢ each), 30 flats of vegetable plants (at $5
each), and 30 flats of flowers (at $6 each). Mike paid 6%

sales tax on both orders.

deliver“the goods via truck by March 10.

arrived on March 2.

He -asked that both suppliers
Both orders

~

e . .
The plant food was very popular. Mike sold 25 bottles

n both the first and second days (March 3 and 4). He
//planned to reorder 200 bottles when he hdd 50 bottles left

in stock. Mike also sold seven flower pots on the first
day and 12 more pots on March 7. He planned to reorder 75
more when his supply got down to 30s / -

a

&,

N 4
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Buying and Keeping Track of Supplies

All small business owners use some kind of goods in their businesses.
'In retail businesses, everything centers around selling goods to the
‘public ‘(such-as food or clothing).. Goods that are stored in the business

‘waiting to be sold are called‘inventorz. ln gsome service busihesses,
such as a bookkeeping»service, gervices are sold, not products, so very
few goods are needed-~for example, only the paper products and other
supplies needed to run the offices Other service businesses use large
amounts of goods——such as auto parts in;a car repair business or lumber
in a carpentry business——in prder'to provide.their services and to sat-
isfy a wide variety of "customer needs.

Businesses selling goods to other businesses are called suppliers.
There are several kinds of suppliers. For 'a retail business, you may buy
your goods from a-wanufacturer (the person who makes the product) or irom
a wholesaler (a "middleman” who buys from manufacturers and sells to
retailers). If you have a service business, ' you may buylyoﬁr supplies
from a wholesaler or'a retailér. (Wholesalers usually sell goods cheaper

than reﬁéilers but . sej}honly in large amounts.) -

. ~»
’ .

Decisions to Make in Buying Goods for Your Business

. ‘ —

_When plannibg to buy goods for your businessj you ﬁust.decide two
‘things. - ) ) '<;% L ‘ .
] ﬁhat’to bux: To decide jﬁat.goods you need in a retail business,
Oy you ghould study the customers you nant to. reach. Decide what

, they want and need. For a service’business, decide what supplies

will help you perform your service best . drder the oroducts that

are most similar to what you and your\customers need.

. 78 - .
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. e Where to buy. Like Mike, you ﬁust decide which supplier is best
‘ : for you. There are three things to look at when choosing sup'-'

‘pliers.
1. Their ‘goods. Mike lookeddgor the supplier that gffered the
goods that best fit his customers' tastes and budgets. For
’plants and seeds, Mike wanted th% higheg’ quality there was,
‘ so he chose Sunshine Seeds--even though their prices were
higher."MiEe also made sure that Sunshine offered the variety
- and amount he needed. . .
2. Their:-prices. Mike felt that, for all garden.éupplies except
seeds and plagts, he should buy his gbods from the supplier

with lower prices. -

3. Their services. Mike wanted hisg;uppliers to b; polite and

'~ to fill his orders quickly and correctly. He wanted good
delivery service and good business advice. He also was inter-
ested in knowing if he could buy on Eredit- He wanted his
complaints and problems to be handled fairly. "Both of Mike's

_ p suppliers had strengths and weaknesses in their services.-”

. . ~ Most small busineés owners .buy frqm a f;w different suppliers.

' Mike chose two. He thought he could get to-know the two sales-

people, and tﬁ;n he aould get beatgr service and prices and more.

credit. By using two shbpliers,‘he.would also have a supplier to

fa}l béck on if one had business problems.

, . .
When buying goods,” you also have to decide these two things.

e How much to buy. In deciding on amounts to buy, you must do a

"balancing act." You should buy as little as possible (to save
money) and you should buy enough for your needs (to make mogey):
If you buy a lot‘of yo=-yos, for example, and no one ﬁanté’them,
Y ' N you.are in tréuble. You are not making money on the yo-yos, and

‘ you have less money to {nvest in something else that might sell

) \: bettér (for example, . roller skates). If you run out of‘yo;yos,

o owevér, your customers who wapt to:buy them will shop elsewhere.
ﬁavigg either toé mach or too little of a product is undesirable!
e When to buz; The .right time for buying supplies is several wéékS'
‘ .' or months before you need them--especially if °}"ou have to akliy .

N o
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time for long-distance delivery. Some goods should be ordered
i regularly throughout the year--such as things you need in y(pur ‘
business every day. Other goods. should be ordered only at
- certain times of the year. For ekample, Mike ordered garden y
supplies for the spring gax:dening season. Having a good system i
.for timing orders is very import:ent. - '
The Purchase Order ‘
' / | . . R
The purchase order is used té order goods from .suppliers. Mike's
order to Sunshine Seeds appears below. !
L. ] i 2
_ PURCHASE ORDER ... I
TO: _Sunshine Seeds ° DATE : _ October 23 . ] ' | R
Oaktree Tane . PURCHASE ORDER NUMBER: 01364 . | .
Kalamazoo, Michigan REQUIRED DELIVERY DATE: March'10. '
SHIP TO:Thayer & Son Hardware  SHIP VIA:_Truck _ ’ |
’ 201 Westlake Ave. ' i ‘ ‘
' Angus, Ohio . = ) -
_Quantity| Unit — ':Description‘ Unit Cost |Total Cost )
. 200 ackets | Assorted vege'table‘ seeds $, 0115 $ 30100
-30 flats | Assorted vegetable p]:ants . 25180} + 150100 -
30 flats | Assort®d flowers . 6100 1§0 00
- - — | !
o ‘ rota. $360100 |
' , Signature %‘&ZP ZZ:;MK N S .
- ' 4 - :
Mike x;rote the folldwing information on l;xi:s purcheee order. B o
° 'Name and address, of the suppliFr‘
e Name and address of his company ("ship to") ' : ~
e Purchase. order number and date filled out .o } -
~ @& .Date he needed the goods ("required delivery date") ‘ '
. .e "How he.wanted the goods delivered ("ship via") SR : '
. e Quantity, upits, and description of ggods ‘




v

+

e . Cost of each unit of goods (for example, one packet of seeds =
/ " 15¢) and total cost of each kind of goods (for example, 200 pac-
kets of seeds = 200 x 15¢ = $30). s

e Total cost of dll ‘goods to be bought Y
/

3

* L}

The Inventory Card

®
.

Mike also wanted a‘ way of finding out how many garden supplies he had

in -his store on a certain day. ~Then he would know when he needed to buy

‘more. The inventory card he used to keep track of his gopds (in this
case, plant- food) appears below. s o
. . INVENTORY CARD '
Ttem Plant Food i
Supplier Hothouse Suppliers -
Reorder Point 50 Reérder Amount 200
AMOUNT RECEIVED ’ "AMOUNT_SOLD, i AMOUNT REMAINING
Date Amount Date Amount  — Date Amount
3/1 200 3/3 25 3/3 175
3/4 25 3/4 150

-
»

Every time Mike teceived plant food from-Hothouse, he filled in the.

left side of the card (amount received and date). Every day he sold

plant food ‘he filled in the part of the card marked amount sold. He then
figured out the amount he had left iR his shop (amount remaining) by sub-

tracting the amdunt sold from amount received.. When he had only 50 bot-

tles of plant food left (his reorder poimt),. he-would reorder 200 more -

bottles (reoxder amount).
s -

'-

YQu can also keep track of the inventory you have in your store,
office, QY storeroom by-saving gales slips or‘Eash regigter tapes that
describe each ifem that has been sold. .Even if you use one of these

.

e ) .o

!
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. . - .
* » .

“paper and pehcil" systems, *you should probably count all the gdods you
have in your business once or twice a year, : ) . ‘

@ . . .- \
‘Summazx . 4 . .

o 3 A

All small business owners.need goods for their businesses--either to
;esel%'to the customer or to uée in performing their services. When
ordering goods, you must answer the following questionms: what,'whefe,
when, and how much should I buy? “You should pick suppliers by finding

out how their goods, pr%:es, and services -meet your needs and the needs

of your customers. You kan use purchase orders to buy goods from

supplfers. You éan also use inventory cards to keep track of the go

you have in your business.
- . . ]

o ’
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Individual Activities

»

-

1. Complete a puréhasé order form for Mike to send to Hothouse Suppliers.

2. Complete an inventory card for the flower pots Mike received and sgld'@
+ from March 2 to March Z;
- :

.t

.

Learning Activities

. ~
a
°

e PURCHASE ORDER
TO; - DATE:
, “ PURCHASE ORDER NUMBER: -
 REQUIRED DELIVERY DATE:
SHIP TO: SHIP VIA: '
Quantity | Unit Description Unit Cost | Total Cost
. [ Subtotal '
o, Tax (6%) .
.| signature: : TOTAL :

~

Y

®

’

A

N

Item

<. INVENTORY CARD-
A

.Sdpplier’

Reorder Point

. AMOUNT RECEIVED AMOUNT SOLD % AMOUNT REMAINING
- * °
, Tate Amount Date .| Amount Date Amount
¥ N - ‘
< - K




~ Discussion Questions

l. Do you agree with Miké's decision about which supplieis'to use? Why,

1o

-

or why not?

5‘ [ L)
n '

2. Suppose Mike's plant food .was so popular that evér; week he sold 50

- ’ of his 200 bottles. In how many weeks would he need to order more?

Do you think he ghquld change his system of ordering plant food? How?

- 3. you think Mike should order all his carpentry suppliés (s\ch as
ils.aQS/hammers) in October too? Why, or why not? h

4., Where do you think the owner of a small d}ug store would buy cos- -
. metics-—-from wholesalers or retailers? What are the advantages’of

buying cosmetics in this way instead of from the manufacturers? >

5. If you owned a small bookkeeping service, what kinds of stplies

would you have to buy for your business? How would you find gup-
pliers? How would you pick the best pne? : . A ‘
. ' X

.

Group Activity . * . -
Pick a retail businéss you would like to own. Then decide on one
product you would like to sell in your business. ‘Decide what you would . "
1§ke your product to be like (hiéh—quality or discount, etc.). - Make a
118t of three suépliers in your area that .offer this prodﬁct. ;(Lookfin ‘
the Yelikﬁ Pages, talk to business owners, gtc.) Then pick the one that

3 .

A

is best for you. Expiain why you chose the one &ou did.

H
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Setting Prices *
. .
. 4 o
- ‘°_
Goal: To help you decide how to set prices for your .
. products or services. [
4
Qbjective 1: List five things to think about ¢
in setting prices.
o N
. . ) . s ?
Objective 2: In one sentence, state a basic .
guideline for setting prices. ~
[l I - ’ -‘A\\
° > -
‘ ' 0" : ’ %o
. y L]
N
. ¢ oy, L’&
- ' . ’
s P ‘
2 v ’
- S - ¢
. . -, - . Y Ll . “ -~ . )
. ° b s ) W " X
. - . *s '
. . o ° [X N | ] ,_';
. L .9 [ @ /"' . . = “
. g - T. :
o8 ) - * - ‘ [ . a.' . K ’ ‘h
< . . , - 4 ® . N « |
. - e . A R o B
. N - | * .
.« v ‘ . . N ' - : ‘] ¢ ° * :
o . . | ]
- b 2 . | :
- . B o o I 0 -
" e y ' - PRI . 85 & ) ‘ )
o \‘1 . ’ e : ‘ . . . i " » e 2
"ERIC . : : ... 81 |
d . N . ! 4 . 4 -
’ N b J s
R . . -, T ‘.‘ . s -




A

¥

.,-

A

-

. didn t have much time or money to spend pn lunch.

GUS DECIDES HOW MUCH TO CHARGE -

-5

Gug Pappas just bought a mobilé catering business from
another owner. He'd make his sandwiches fresh every morning
and then sell them from the .tryck during the day. He'd
drive/to the. same piaces the former owner did. ,

Gus wanted to set a good price for his ham and cheese
sandwich. The cost he had' to pay to make and sell the sard-
‘wich included the cost of the bread ham, chéese, tomato, ©°
lettucéy and mayonnaise (37%¢). ~ It also included the other
supplies he gave the customers with the sandwich--such as
plaszic wrap, napkins, plastic utensils, salt, and pepper
(15%¢)

Gus‘knew that the price ‘of each sandwich should also
cover part of the other expenses of his business. These
included the salary of his part-time sandwich maker,
expenses for his-truck, and advertising. "My-accountant
tells me that I should add about 26¢ to the price of every,
sandwich to cover my expenses."” -

. ‘a N
Of course, Gus wanted to make some money for.himself.
He had read that owners of mobile catering businesses like

his make about 25% on each sale.

to expect about 20% profit to start.” =~ -

"' Gus's customer§ would mainly be faftory workers. Some
6f them brought their lunches from hgme. .Othe alked a
few blocks to the deli, where they could buy hamtand cheese“

sandwiches for $1.20. ‘A few went to the luncheonette on
the corner for a sit-down lynch. The same sandwich there
cost $1. 50.. Many people bought, frpm the truck, singe they

"I should make my prices cheaper than the onés at the '
deli and the luncheonette. Somewhere between'90¢ and $1.10:
seems right.” Gus figured that the lower~he priced" them,
the more he would sell. For’ instance, he thought that in
‘one day he cpuld sell 80 sandwiches at 90¢, 75 sandwiches ‘
at $1, or 65 sandwiches at $1.10. - P

Gys decided to skt the price of his, sandwiches‘at $l.z
The first day he sbld just whdt he had expected--75 ‘sand-

"1 think it would be fair °

wiches. He felt he had made a good decision. D e,
“ . . R “ bf' \ “ ) . . '. - v,:'°
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o .‘ - Setting Prices .

" goods they resell to the customer.

What Is the Selling:Price? . : .

product or sergige.

{ L : -

i s N

The selling pricesis the amount of money the customer pays to buy a

It is made up of "three parts:

e cost of goods sold; o
¢ operating expenses; and ‘. "
‘9 profit. = ° N :

v
:

Cost of goods sold is the amount‘pusiness o¥ners have to pay for the .
rod-

These costs. refer to the cost of
ucts that are resold ‘ag 18," suth as clothes, and the cost'Qf materials
zs;d—in preparing products ot in performing services (such-as )

In some service businesses, such as a delivery ser-

that are

repairing®a car).
vice, there is no cost of goods sold since no, goods are sold -at all. .

L }
“ e ‘ - ’ », .

The cost of goods sold depends on the prIces charged by suppliers.' .

s,

Gug tried to get ‘the “best deal” he could on the food and supplies he
used in his business to keep the cost of goods'sold as low as possible.\

,. . ¢ ) : R ~-" ) s !

Operating expenses include.ali the qpher costs of fﬁnning the inof Tt

business. These include salaries, rent and utili@!es, repairs and depre-

’ ciation on equipment, insurance,.advertising, and general supplies.

~

- »

Depreciation is the amount that equipment reduces in value each year due
to “wear and tear. Iﬁ you hayeaa truck in»yout busiuess and it is’ losing

value at the rate of 10% a year, this amount is called depreciation.
regular operatipg expepse.

You N

-~

Gus also had to include )

bl

can deduct this as: a

"/

Cur

k, -~
|

!.«

V!

-

s the/ﬁ’st of‘ unsold" sandwiches 1n calculating his operatdng expenses. He . SR
tried to ke}» his operatj;ng expenses downrso he could keep. his prices’ 4 . i
' : i SR
. . < . : ; ; o
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. Operating expenses are a smaller part of the selling price in Gus's
‘businees than in certain other businesses. For an auto thneup, for
<example, operating expenses make up a large part of the price because a,

large amount of labor is.réquired in doing the job. In other businesses,
such as the delivery service, operating expenses maké up most of the ° |

price. There are no‘'goods sold at all so the .delivery service owner does.

not have to worry about the cost of goodssold. He or-she chooses the -

[

v

price based only on operating expenses and profit.

- From financial information about Gus's business, the accountant cal-
culated how much Gus should include in his selling price to .coyer these
expenses. He checked the figure with the average profit/los statements -
for other mobile caterers of the same size, which he obtai ed from the -

catering industry association.

‘
4

Profit is the owner's reward for all his or her hard work and for the
finangial investment made in the business. In setting the price,: Gus
added‘a certain amount to his costs and expenses to allow for profit..
Gus will use some of the profit as his own salary. Part of the cash from

" the profit will be used to pay his income taxes. The rest he will put

back into the business (f6r example, to buy a new freezer for his truck).'(

Y
. - 4

Gus decided on the amount of profit to add to his price, He*looked,f/,/

up in a buginess directory what the profits of other mobile caterers were
* like. Then he decided how much profit he wanted to earn. Since he had

ieeiiiii]ii_iiijnst_taken"oveﬂ-the .business, he thought he should expect a lower percen-

4

) Iy tage of profit than the average. .
SRR . L a ' .
_ i < F o » - . . . . ) . '
- . .. ;
- The three part's of Gus's sandwich price are pictured on the next page.
‘ ! - o “'- - . ¢
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Selling Price of Sandwich = $1

Operating
Expenses

26¢

éost of - ’ :
Goods Sold
53¢

Jther Things Influencing the §e11ingAPrice
’ . ‘ 3 !

- ‘ . ~
Two other things Gus thought about ‘in pickirg the exact price of his

sandwich were.:: .

e customer demand; and | O : H

e competition. | .

A ¢

~
+

- Gus needed to know about chstomer demand-—how willing and able his
L4

customers werz 6 buy. Gus needed to figure\dut how many customers would

buy his]sandwiches at various prices He knew that if his price was too.

low, he would sell a ot of ‘s dwiches but the total money takenyjin would
be low. If his price was too igh he would make more on each sandwich '

, bﬁt'he wouid sell fewer. The total revenues would ‘be low then, too. Gus
« heeded fo pick the price at which he could sell a fairly large number of

sandwiches and take in ‘the most \money. He decided that $1 was the best .

price. , I TR -

B S oo L

. ® . - .

* Gus also kne that customer demand cah change. "1f inflation con=

g tinues and” people have less money to spend more workers will bring

lunches from home. To compete, 1 mighr luibe to lower my prices. If

wages go up and people have myre money, then I might be able to raise my |
prices. If Gus added something new to-his business, 1ike special sand—
wiches or Greek music in hisqtruck; he might*be able to increase customer
traffic. «Then he could raise prices.'

. 7 . \ ‘ 3
‘ . - - .
s , B -, . \90 ) ’ A . <0 o
. ot &553 T . . '
‘ - . . \ * ‘ . . 3 L . . B




The .prices of Gus's comgeticion also influenced his prices.

" He.knew
f‘?, ' he had to.check theix ptices often to make sure his were "in line." "My //:
' *. ¢ ;

prices have ito fit in with the others.

——
They should be lower than other o

. sandwich places around the factories. That's because my_service is lesé
. - % /
A fancy than the luncheonette, and- I don't make my sandwiches to order the
\‘ - “. . / *
. . way the deli doe$." . ‘ ) . //
. . ‘ ' . t/

If there had been other lunch wagons like his in the area{ Gus would

e

"havekhad—toYcharge;prices—similar to-theirs«

- If posstbiEi%nts*prtces
should be the same or lower than'those of the other lgpé/)wagons. If s

were higher, he would have to show his customers thaﬁ'his products or

services were North the higher price. e
. o

Other Tips on Setéing‘Prices

\

. , ¥
‘ Lo n
To set a price, jsn-make a lot of numbers and facts about the busi-

of

. . \

. ness into account, all at the same time. It is not always easy.

. * coursg, you get better at it as time goeé Oone - -
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‘A géod rule of thumb for setting prices is that your price should be - ’ .
: \ high enough to give a profit and low enough that people will buy. Some- }
times you may set a price that id too high or too low. . Then you must ° :
N . g .
- make changes before your husiness suffers. . R t
e - e - 4 ) [y .
- - ¥ ! . . " v
Summary z . . o : - N I
. . o
. ’ The three main things that-make up the selling price of a product or
. ._ - .
v service are the cost of goods sold, operating expenses, and profit. Two
. ) other things to consider in setting prices a'rg how much customers will ?
pay and how much the competition is charging. - s LT
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Individual Activities

Gus charges $1.50 for his super—duper hamburger. If he makes 364 .
profit and spends 39¢ for operating expenses, how much does he spend E .
: Jﬁ food and supplies for each hamburger? a v ) S
) . .. ‘ ) ' . ' d ‘.‘ . .

.'Draﬁfa "pie" chart desctiBing the,price of a certain delivery ser- .

Match the words with theuphrases defining them: )

operating expenses . . T 2

selling price

profit - < ) . -
R cost -of goods sold ‘ ¢ ‘ )
- : . : !
a.  The amount charged to the customer . e
. b. The amount paid for a product by a xetailer- ) o (V
co The amount spent to pay employees and run the, business L '
d. The amount going to the.owner for salary and” income taxes - ‘:
~ . P 2 v ’ ¢ ‘

<
¢ . -

In several years Gus's business grew’ larger. He bought a second"’ e e =
truck and hired more employees. On the price of a particular sand-

wich, 36%~yeﬁt to cover thé cost of goods sold and 36% went to cover .
operating expenses. What percent of profit did he make on this sand- S 2
wich? How is this’different from the example in the text? Why?

.-, LK TN . '
e N . d_(_ [}

-
vice. The service sets its price by.charging 75X for operating RN

expenses and 2524for p%ofit. Explain why there are only tho pieces

‘to the pie instead of three as in Gus s'business.

e
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Discussion Questions

.
’

’
a.

o l. Suppose it costs the factory workers 65¢ to make a ham and cheese

sandwich at home. Can Gus compete with that price? Why, or why not?

° . . v . . ' ’ X . ) TN

2. How do you think Gus's business image was different from that of the

luncheonette? How were his products and services different’ ,How did

\\ these things influence the price he could charge? ) .

. N ¢
. '3+ When.can a business clarge a high price for a product or service even

if its cost of goods s®ld and operating expenses_are low? Give

several examples. !

.

R Y

-
.
\ - v

¢ Group Activity - .

* .. Suppose you are making a simple, handmade product (such as a craft
. itiﬁlor baked goods) to sell to your "fdamily and friends-‘ Decide how much
it will gost ydu to make it and-how much yeu will have te add to the
price to pay for operating expenses (phone ca;is, postage,' advertising,
etc.). Find out if'Otherfpeople'are selling a similar product’ and how
fiuch they are charging. Also ask a few possible customers how much they ¢
< . .%ould be willing to pay.. Draw a pie chart for your product, and explain

hoy you chose your price. . ' . v )

. . . 4
3 . .

W,
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- : . Advertising and Selling '
) - . \ : :
. " _"':___, < ) > _ . . . 9
Goals: To help you advertise and sell your productfs or .
A ' - - services. . ’
. . ’ ‘ ) ! ) » ,
.. ... .. _ Objective 1: List six things t bout
! when planning your advertising. N
. Objective 2: Give several reasomns wh)/ people buy.
. . . . )
i Objective 3: List the five steps of good selling.
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"FUN IN THE SUN" ADVERTISES ‘ a
- N *
Ginny and Dave Scott were getting ready to open a
women's sportswear shop in Florida. - They would sell women's
-+ pants, skirts, tops, swimsuits, and tennis clothes. They'd »

also sell jewelry, sandals, hats, bags, and sunglasses.

Dave aad Ginny collected live tropical birds.

They planned

,put some of the birds in the store_to add to the

"tropi-

theme.

. t
" ‘t+ and the ;ypewcfzggore they had.

) R o

‘ - Dave and Ginmy figured op sales of about $60,000 the

first year and about $3, 500 in épvertising expenses. "As

our business catches on," 8aid Ginny, "we can spend a

smaller percent, but advertising in the first'year is cru-

‘ciall
the first month wé open. We'll spend ab ut4$700 then and

- about $200 in all the other months, ex6¢9t for the month of
August. Then we'll spend about twice 6ur monthly amount to

advertise our end-of-summer sale.’

Dave decided to advertise in the Ioc;1 newspaper, mail
out fliers, and 1list their shop in bold print in the Yellow
Pages+ —Ginny.deetgned a logo for their store that they
would use in all their ads. She also drew a picture ‘of a

" young woman in mod sportswear standing by a palm trees
This described type of customer they wanted to reach
-They would put, ‘this pic-
) ture in their "grand opening” &d. '
‘ R -
. Dave and -Ginny had arrapged four.months earlier for
their store to be listed in the, next issue:.of the Yellow*®
Pages under Sgortswear. They also made plagg‘to put sev-
eral ads ig the paper the first two weeks their shop was
¥
ry

,open. Aft hat, a small-ad for Fun_-in the .Sun would
- appear geve ednesday.

-
- a = d 1

During' the first week of bus

T " send out 1500 fliers in the.mail to the./apartments and

" We're going to have an all-out campaign in September,

4+ homes near their shop.-

In the flier

ness+,D§ve'and Gi@n& would

would include a

coupon offering a 10% discount.to customers comi

in

. during the first 30 days.

"We're also hoping to give a’

free fashion show for the young basinesswomen s group next

————
. .

spring to attract.customers. - -

-




- o Advertising and Selling

’

. ’ = ' '

+_ Once you've set up your business and hired your workers, you need“to
" gell your product'or service. Just offering the best service or the

cheapest goods 1s" hot enough. Advertising and selling are also needed.

Advertising is telling people about your business products or services.

\:v

Selling is getting people to buy them. v ‘.

9. .

Things to-Think about in-Planning Your Advertisigg_

In deciding what your advertising will be, like you need to think:

about these things.

LT

* 1. Who your-customers are and whetélthey live. Ginny and Dave

wanted young'career women living within a few miles of their

v

store to become their customers. They-decided to aim all their

. s,

advertising at this group. ‘

L
*

2.~ How much you will spend. Diffefent kinds of businesses spendL

different amounts on:advertising.- Women's clothing’ stores usually
- ispend about . 3/ of gheir revenqu on advertising each year.; More
should be spent when you re getting started. Once you decide the
7“ "total yearly amount, you should divide ghis up. among the 12 ;
‘ ‘months of‘busi‘!ss- Ginny and Dave decided to’spend 20% of all
their advertising money for the opening month. -They would spend

a lot’to advertisettheir August sale, t{o. For the other’months

they would spend a lower amount (around QO); For example, for
khe months they knew were good shopPing tioks, such as December,
they might spend $250. For February, a month\when people don't’ -
- usually shop as mudh they .might spendsL~ss t fZOO..:P‘

— 3. How you will advertise. The different mgans yo can use to. ,

"advertise are .called’ media. *-These are examplesfof different ..
. "advertising media. S SRR G e

‘s .
e .- - -
’
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o 'Ads in'the local newspaper reach large numbers ‘of “people in

, your=business area at a fairly low cost. The neuspaper is

" : the medium ‘used most by owners of retail stores. Ginnmy and

’ e Dave planned to use the paper every month as-their main form

of advertising. . . . ‘ -

° Direct.mail advertisiﬁg consists of letters, post cards, or

fliers ‘that aye ‘mailed to a spegial group of customers.

Although they are fairly expeﬁsive, direct mail ads give a

: . personal message. People tend to keep these ads a long while . i
- ‘ and use them when making shopping plans,.especially,iﬁ a . .

. coupon is attached. . Se N
. In Yeliow Pages advertising, you can slmply have your name,
2 AT = address~ -and- phone number listed under-a-certain heading in— - . .
. ' the back of the phone book. Or you can .pay. mdre,for a«larger ' .
r A ad and include_a picture 1f you want. Using the Yellow Pages .

' is. fairly inexpensive. Péople aften looK in the Yellow Pages ‘

.

when they»want‘services. ‘Davé and Ginny didn't thipk they ? )
o . . would reach dany clothes shoppers this way, though. They,
.<‘ : ‘ decided .to spend only a .little on this type of advert‘ising.
z

A e Trarsit and outdoor advertising includes.cards and posters in . ... -

N . buses and trains; “and” roadstde ‘billboards.' This type of,
e adVertising reaches a large number of speople but is fairly
r e

s . expensives

w o . & .Radio and television ads teach thousands of people: ‘Televi-

‘. - . ‘910n s duite'expensive, but radio commercials cost about as - -

.- = e ‘_emuch as- newspapersads. Local stations may.refch the custo= T

~

P : ' © mers ,right in your area.. These ads must be used often to_get-
SR RN results. ° ' - ’

» ', " These are other things to think about in planning your adve;tising.

: .- 4. ‘When and how-often you want to advertise. You should do regular

. . advertising all year round Special advertising can be done for

. . certain holidays and sales. Remeﬁber.to.advertise a few days or ,

befor® you want people to buy. For example, Dave and Ginny

dnesday so'their customers will shop at their store

in November.z To bring in customers, you should ' .

ge .. advertise often Keep reminding your customers ;hat:you re o N
. . * LR

. [
? .
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. around and- that you want their e-busine Ss: Dave and Ginn felt . R
. . that they needed to advertise in the paper at 1east once a .week. °- .,
. 5,. Why you are advertising. There are two main -reasons to advertise: T

. : . “to, let pe'bple know about your business so they will buy 'later on;
. et Voo and to get people ‘to buy from you now- You may advertise to ’ -,

announce your gragd .opening, to sell-a new product or service, c;r 4

.'to tell’ about a special sale. In the first year, Ginny and Dave, ) -
planned tp use ads for all these purposes.. - : ) .-

. * 6. What you want to say. You should ‘decide what your customers need

|

|

© to know and say it clearly Ginny and Dave‘s ads described Fun .. i
- in the Sun s customers, products and services, location, and ’ ' ‘
|

|

‘ hours. Each ad focused °on one particular_.j‘_hing___.fon example,- —_———
their, grand opening. i . . ‘ .
- , . - ' S S
' ' ’ |
What a Good Ad Is Like © oL ) .-
. ' . N A ) - » 1
|
|

Whether you""are writing an ad for the- newspaper, radio, or another

medium, you should remember that a good ad: o , : . .
e attracts attention, P ’ . :
o 1is.easy to recognize; v o ) .o, Y .
] is simple;- - ,'.. . -7 ' " ] .

e gives important informatfon about your business; and

_ ° makes peopJ,e «vant to buy. < - .
___You O\ﬁd try To. use a catc_hy phrase,'picture, or song if you ‘can.  Keep i
) certain parts of all youx‘ ads the same.» For example, design a _lggw_ and * IR d
use it in all your ads. A Iogo -is a design or symbol ‘that is special to o
', your business. Dave .and Gitmy s'Vas &.’sun circled By their business . '_, L
name. With a logo, custome.‘s w;Lll t;hi,nk‘“of your ‘business” ‘as soon as ﬁhey— ."_i’ u
“see y‘our ad. - & T PO R *",-’ o T . {'; _. . _-‘:é-
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GRAND OPENING -

Headline - j OF

-

C k - _ FUN IN THE SUN

~ ‘ Are you a woman of two wo:fds? s

We feature mod sportswear for

;

i

{

Jto
sl
H

it

Copy women who work and pldy hard! .
] ) : .
' " Major credit cardi Free alterations Open 10-5,- Monday~Saturday
ursday till 9
. FREE CHAMPAGNE PUNCH — OPENING NIGHT, SEPTEMBER 20, 6=9 PM
FUN IN THE SUN, 1921 Palmtree Parkwey, Downtown Miami 518-6290 J T
Identificatio . \
‘ - ’ . ~ .
' Y s .
- - - . L 7
3
, . . . ' .. -
All printed ads have the followi parts. \ ) . '
] M , ’
L, e head}ine—-at the top in large, 1etters ‘0 a't':traét attention'v'~ ’ .
® iilixstrati.on——a picturg des’cribing yo products or_ services; .
o\
o p_z-—the written part of the ad that \gip.formatfon about the .
#  businéss and makes custppefs want_ t;)- 1y "Q& . 7
° identification-—the name, ad‘dress, ph ne w‘and loge of the _
- business; . and "e S /\
. ° laz,out——t;he way all the parts of t'he ad are arranged on the page.
:b ’ ' - . ' ~ - i /(' - = )
- L3 4(‘ e ‘. - - o7 i !
- - Y * F3 ;
Why People Buy . . s . ! :
1 ©e * " . . . o < "‘_.u“(.
Understanding why people buy helps you advertise and sell success— - <
N fully. Often people"mny because they have a basic need. They also buy "‘f”{’
\ .- 5
conﬂ'ort, convenie(me, pres- )
’ ” 1\
. . |
{ . . . N . ~ "1
S ] |
i ok
\ ) .. B
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Dave and Ginny kept.their custemef’T’needs and wants in mind when .
they planned thdmtmen they sold to customers in the store. For
example, they knew that their customers wanted higH‘fashion clothe§,<h~:~..
their friends would notice (prestige). They also wanted éportswear that

e was comfortable. ‘The alterations offered by the shop helped meet their
customers’ need for convenience- +Low prices (economy) were probably not

d as important tosDave and Ginny's customers as other things. Having a 2

e
-

-

RIC

e ’ much\canrl spend’{ How, whéh and hOWwoiten'will I Eﬂvertise? Why? 4What'

’ lighted parking garage with a night patrol would be an example of meecing

-

thescustomers' need for security. -

’ o O
- .

‘ ’ & ‘

How to Make a Sale - . . s, «

° .
a ¥ N .
2

. Dave and Ginny knew that ~selling is as important as advertising.L//
. "Once we ve got people to come into the store, we've got to-convince' them

to buy. And if we're cross with customers.or, give pdor fashion adviqe,

we're supk!” T, o e, . ‘
RS \
“ e - o e

PR . 3 ? <

Beingaa good salesperson means, first of all getting along.with

people. You and your employees should always try(to be interested in *

¢

F.customers and to be kind and courteous. You should also help dut on cém— ’

.

<7  munity projects and get to know peaple in your business nd&ghborhood. . .

% P
¢ o . 9 29 s

» . v ~ e . : ) ) 2 . >
T » v : * % ‘ . . S . , 3
“To make sales, always follew the "steps of good sebiing greet the

customer; find ouf what your, customer wants, ﬁresent the producta anSwer ~

questions and handle obJections, and close thE sale. N T,
. . ¢ ° ! ¢
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N
. A M s : .
- N ‘. * . . . <o ¢ 1R .
- . aeed N . N 1
? g s ' . . : B § -
. - . « . (R

: ¥ ) .
L < . . -1 A, ) ‘ -

e
y
-

’

L}
o)
.

-

. Summary
- -~ - N , s K
v ! ,:. *¢ RN ) 4‘ ’ N C K‘ ° ) c ot oll

. Good advertis;gg makes people interestea in your, business. In plan- d

. ning youf-advertisiﬁg ask: . Whom'do I want te“?éach wifh ,my -ads?"’ Howv,

I will I- say in my ags Godd selling actually gets people ‘to buy. . To' be a
. . good sales person,'you should get along ‘well with pgop%g, uhderstand why

]

This will help give your business a good name. v e, W ,\
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— 1. Match the advertising medium on'the right with the phrase best

; ‘ad y®u like best, and why.

M
AL
y
.

'L‘ ’ Learning Activities

‘

” - 4
P . s

Individual Activities ‘ ) ~ ™

~ describing it.

Expensive but personal a. Newspaper
Most popular with retail . b. Yellow Pages' ' -
businesses , N
. Good for reaching people who c. Direct mail ( .
already want to_ buy < :

Far-reaching but must be *  d. Radio ;
used often for good results :
. \

2. Call the Yellow. Pages advertisihg department of‘;our local telephone

company. Find out the varigus sizes and types of business ads there g
’ ’ ' .
_are and the price of each. ' @ . L

[

- 3

3. Cut out three ads for the same type of business.??om youf local paper
(for example,‘three restaurants) Mark the five parts of each ad

A headline, copy, ‘etc.)._ Then wyrite a short paragraph telling which
\ - . 5‘ .

-

Discussion‘Questions

L4
.

1. List all the things that advertising can do for your small business. .
List some things that advgrtising gan t do- (-For example, it can t .
bring in customers iﬁ your product is t of date.)

.
.-

Pages advertising for their businegs. What other thiqgs did they do

,  to “pxgmote” their business (get pe le to be interested in becoming __,

- their éustomgrs)? What else could they do? = | .
. - i . oo K
: -~ / 10/ . . S

7 : ) 97 : 5




. - ) _
. \ 3. Do you think adverEising for a data processing sérvice would be : ’

different than for a clothing store? A Which of the media mentioned in '

the text could this busihess use? What other ways could the owner

get customers? What about advertising for a carpentry business? ’.
) ) _

[

Group Activity . .

. ° 4

v Write out an advertising plan for Ginny and*Dave's business for
September (the opening month), March (a slow month), and August (a sale
month). Tell'what media you will use for each month, the monthly cost of

each type of ad, and the total amount spent each month. Base your plan

. « on the costs given‘belo& énd the ideas Dave and Gigny had for their
business.
. ) . | ‘ -
» Advertising Medium ' Cost of Each Ad -
' ' - +
Newspaper: . i .
large ad $100 per day .
' ~ small ad 7 $ 25 per day : ) .
Direct mail fliers: ! $.20 per flier (including printing,
. c postage, and labor)
. C—
’ Yellow Pages: . “
. " name in bold print only *$ 10 per month
small ad $ 30 per month
large ad ‘ $100 per month
) 'Tﬁen develop an ad for Dave and Ginny to use for March or August. ~

Make it clear and catchy! (Artwork doesn't lave to. be fancy.)

<




» UNIT 11

Keeping Financial Records (Revenues) ‘

Goal: To help you keep track of money coming into your
business. - -

P

.. . Objective 1: List four reasons a small business
' owner shoild keep financial records.

OBjective 2: SQaté the purpose of the sales slip.’

‘_Objective 3: State the purpose of the. customer
" account form and tlie cubtomer billing form.

® s a
| |
. -~

105
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May 30, she received payment from Morton for $150.

MERLE KEEPS TRACK OF REVENUES

Before Merle Hamilton oggned her new tire shop, Quality
Tires, she.made plans about how shejwould keep financial
records. Merle's sister Susan was.é bookkeeper and helped
her set up the record system. "I know there will be cash
coming in every day from people buying tires. Some money
wi}l come in to cover earlier credit sales on tires, too.
I'11 have to keep records of how much I receive every day -~ °
and who owes money to-the business.”

Merle decided to allow customers to buy tires for cash
or on credit. If her credit customers paid their bills in
60 days, they would not have to pay interest.

Merle opened her shop on May 1. By the end of the day,
she had sold three setg of tires. Mike Nelson bought two
tires for his sports car for $35 each and pald cash. Jackie
Groggim bought two tires for her delivery truck on credit
at $50 each. Merle also sold four Goodstone steel belted
radials to Morton Smith for his station wagon at $60 each.
He wanted to' use the 60-day credit plan. Merle recorded
g€ach sale.on a sales slip. For Jackie and Morton, sshe also

" recorded the sale on separate customer account forms.

¥

-~ 1

On May 15, Jackie Groggin bought two more tires at $50
each and left a check for $50 to pay-part of her bill. On
May 26, Merle sent out bills to Jackie and Morton. On :

'

. l
Merle felt that she was begilaning to learn how to keep
financial records. "So far, so good:" she said. -

P




" the owner do the following. {

hY

- g

Keeping records is "behind-the-scenes” work that is as impo;fhnt to *
your business as selling.your product or service. . Every small business :

oWner keeps records of the money coming into and going out of the busi-

nessz ™I know I need to write everything down," said Merle. There s no ' ~

way I can remémber all the numbers' and bits of information that pass >
across my desk in a day!” Although recordkeeping systems will be differ-

ent for different businesses, all are used for the same ﬁurpose--to help

v ) 14

e Keep track of revenues (money coming into‘(he business). Like

Merle, yjP need to know how much cash you take in every'day. You, .

also need to know about payments you receive from credit custp-

. . mers. Then you will know if you will be able to.pay your bills. ™ ¢

. Keep track of expenses (money going out of the busingss). You ! ‘

need to have a record of whae is spent daily in the business. - .
\You also need a record of your unpaid bills so that you can plan

how to pay them (to be discussed in Unit 13).

. Write business reports. Business, ownefs are required b& the

government to turn in financial/reports when theypay sales ’
 taxes, payroll taxes, and incghe taxes. The bank-also requires
certain reports from owners #anting to-get business loans. -

e Make important business decisions?” As a good business owner, you

should constantly improve your business. Knowing how the busi-
ness hds been doing in the past helps you make decisions. .. For
exampie, if Merle wants to cut down her expenses next year, she

needs to know how much her business expenses are this year.
L ’
L) .

\ 3 ) ’ -




_ . ¢
g Planhing Your Récordkeepin& ' <«

°® R ‘o
, ' . . ]

In getting started, you must decide who will keep your recordsvfbour~

self, a relattve, an employee, orQXn outside bookkeeping or accounting
S service. You should know how your system '‘works and probably should do A
fhur own books in the beginning. It/;pmeone else keeps the recards, ou

- should check them from time to time./ If your business gets into trouble

because @f poor records, you are the gne who suffers. *

, ) '

* You should use records that meet the needs of your business. Merlej\-\ !
- for exampie, takes in large amounts of bills, coins, and checks eyery day. , \

Her record' system qould probably be different from a janitorial servif@

that serves large: companies. This business probably would not take 1

-7 L much daily cash but would receive monthly checks from its customers. Y ve— N\

The records below are some of the ones that Merle used in her tire
. business. Other business owners may use slightly different records. \ .
. - t;

The Sales Slip

A

N ’ Merle used sales slips so that she and her custqmers could have a
-record of each tire sale. The'sales siips helpea h:l,know how much money
she took in each day and what kinds oé _tires she sold. Merle'used the
sales slip to get information about how much each credit customer. owed« ) T
the business. The sales slip also’gave Merle's customers proof that they
had bought their tires at her shop in case‘?hey needed to return a bad ‘o

. one. . -,

A copy of the sales slip Merle filled .out for Mike Nelson n May 1 -

appears on the next page. . .
- V . x - .

Lo
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SALES  SLIP

DATF * May 1
USTOMER  Mike Nelson

Descriptioﬁ of Sale

2 Goodstone tires«(ER 78x14)
>

at $35 each : N
. T

v ame

Subtotal
5% 3P1es Tax
TOTAL

t ’ ) .
erle filled in the date of the sale, customer's name, and a descrip-

tion of the sale (the number of tires Mike bought, the type, and the

- price of each). ,She 1isted the total pric€ of ‘the tires to the right of
the description, added the sales tax, and figured out the total Mike had
to pay. She also checked off that Mike had made full payment for the
tires that day (cash).

The sales slips for Jackie and Morton looked the same as Mike's
exeept that Merle checked the block marked credit instead of cash. This
told her that’these customers had not fiaid for the tires that day but
should be billed at the end of the month.

" ™~
) The Customer Account Form e .
N !

»

.

[

The customer accoupt form tells you how much a credit customer owes

the buatq‘ss. Merle filled out her customer account foyms from her credit

sales ips. Jackie s customer account form appears on the next page.

. <

~

10 103
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CUSTOMER ACCOUNT FORM

7 Customer's Jackice Groggin, 231 Main St., Newmarket, lIowa
1 Name & Address ) : ,
Co I — —
Lo Amount Payment
( Description of Sale . N . :
Charged Received

< Date - Batance bue

! - L]
1

. AT
peMay 1 f 2 Firebird tires (FR- 78x14)]1$105.00 --=- $105.00
7N at $50.00 gach (+ tax) :

Moy 15 - |.2 Firebird tires (FR 78x14)|| 105.00 : $160.00

: at $50.00 each (+ tax)

For Maf‘l, Merle recorded Jackie's name and address, the date she

took the tiresf a description of the sale, the amount charged, and the

amount she owed (balance due). On May 15, Merle wrote down what Jackie
bought, the new amount that she charged, and the amount she paid. To
figure_eut the new balance due, Merle added the balance due listed on the k

1 -
h H ¢

firsc line to the amouni charged that day. hen

ment receilved.

0ld Balance Due + Amount Charged - Payment Received = New Balance Due
$105 . + $105 - $50 $160

-

~>
\
The Customer Billing Form

's

[

Merle also sent bills to Jackie and her other credit customers
requesting payment ﬂof the tires they had charged that month. This form,

called the customer billing form, looks very similar to the customef

account for?/that Merle kept in her office. .

4

On one line of the billing form, Merle wrote‘a summary of all the
/

charges made and payments received since the last bill was qgﬁt. She
/

wspte down the date by which thé®eustomer shouid pay the bill (Eézment

due date). ~

111
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. A
. ‘ "+ CUSTOMER BILLING FORM : ' | ‘
Customer: Jackie Groggin, 231 Main St., Newmarket, Iowa -
e Payment Due Date: July 1
<
Billing Amount Payment ;Z‘&
Date , Description of Sale . Charged Received Balante Due
v May 26 ‘4 tires " 1l$210.00 50.00 §160.00
F L4
1] < - VDJ..
L]
‘ 1
Summary

\

. Keeping financial records is important for all small business

*
owners. You must decide who will do the bookkeeping for yéur business
and what system of 'rec_on you need. Three forms related to revenues -~
that are used in many s 11 businesses are the salesg slip,ltfle customer ~ A
account form, and the customer billing form. - = , '
4 . | ) ' \ -
. . e . .
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. . ) ) Leardfng Activities
. ) . ' < . -

Individual lcivi'c_ie's - _ : : L '
: ' . S : *
1. Without checkiﬁg your answers with‘anyoﬁé else, write down pgsponsesa

L 4

to the following:
e What were the headlines in this

morning's paper?

e What did your teagher’wear to '
the last class? ~ ;, — .
e How much money do yoﬁ,have in £
your wallet? , , ’ =
° The last time you went out to o : .
eagt, how much did you spend?
e What were all . your major test ‘ AR ‘
grades in one class this year?
s - ! -
Now, in two or three sentences, Qrite down Eﬁe eain reéson why . ~ y{
financial records are needed. .
2. Complgpe a sales‘slip for Morton Smith's purchase on May 1. .
SALES SLIP . ’ -
[ L S \
-| . DATE - . .
CUSTOMER
. Descripﬁioﬁ of Sale t\ Price .
\ .
a .l ' .
4 N
.Cash | Subtotal -
(5%)Sales Tax ‘ )
T - | N
- 113 ) - - ¢ . r
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3. Cif?iete a customer account form for Mdrton Smith for the month of May.

B

—

R - N . ¢

. ' * CUSTOMER ACCOUNT FORM

S . ‘

Customer: .
s ) Amount Payment
: D
Lo Date Descripfion of Séle i Charged | Received Balance Due
' s . —
- ) _ . . %
. X P

’ N

- . -Discussion Questions 2 \\\\\

L]
1. List reasons that small business owners may give for not keeping
\ . . financial records. Are these reasons good ones? Why, or why not°
¢ ~

’
’

2. Suppqse Marshall Lu is starting a ;mall landscaping businesss He loves
gardening but hates math and knows nothing about recordkeeping. Whag
) . should he“do? . ‘
3. Name two o?her sources of information (besides the sales slip) that
might tell Merle how muéh cash she took into her cash register on a

certain day. How does she get that informéﬁion?

-

.

4. Suppose you run a janitorial service. You and your employeés clean .
X Ei;y;fices of several large companies every- ni\Et for a flat rate

. e onth. Would ygu use sales slips, customer account fqrms, and
. customer billing forms for your business? Of the three forms, which

would be most useful to you?

4" .\ v L‘

Group Activity .

: * .

In small groups, decide the typé of business you will run. Each group
should pigkﬁdifferent types~~for example, farm equipment repair service; ap-
parel store; and answering service. Decide how much you will charge fortyour
products and‘servicesa Now design a customer account form for.ydur business.
Fill in some sample information to'show how to use your form. .°

. .
-y -~
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UNIT 12

A

Keepiﬁg Financial Resordsv(Expensés)

<

- <% ~ N

Goal: To help you keep track of money going out of
/ your business.\ . N .

*

Objective i List the two parts of ‘a checkbook and
the purpose of each.

Objective 2: List two types of businé%s revenues
and three common business éxpenses. 4

Objecqive 3: State the purpose’ of a. daily cash
sheet, [

P e
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~ b
MERLE 'KEEPS TRACK OF EXPENSES
f’ . v
) As soojr as Merle Hamilton started planning her tire
. business,. she opened a business checking account at her
— bank and deposited $5,000. She began using her business
) checks to pay all the expenses for Quality Tire. She kept
- a record of, every check she wrote and of the amounts she
! . * owed. Every day she also listed all her revenues and

expenses on a daily cash sheet.

.- On May 30, after one month of busimess, Merle had a
balance of $3,200 in her checking account. On that day,

, Merle did some buying for her store and paid some -of her

bills. She bought $25 worth of-office supplies from the

local stationery store and paid in cash. She also wrote
he following checks: $200-te Ray Pierce, the student who

worked for her part—-time; $300 to Hawthorne Realty for

A rent: and $50 for electricity. She also wrote checks for

$175 for her wonfhly payment for her hydraulic 1lift and . .

‘ $1,600 to Goodstone Tires for 40 new tires t/hat she had

just received. "I figure out the new balance in my check-

ing account every time I write a check,"” said Merle. "I

. want to be sure I don't spend more money than I have. If I

. overdraw, the bank charges me a fee.”

Merle took in $350 in cash for tires on May 30, and
Mortad Smith brought in a check for $150 to pay part of his
bill. Merle deposited this money in the bank that after- N
noon. After work, Merle prepared a daily cash sheet. On
: ' it she listed all the money that she had received or paid
out that day.

"1 knew you needed to like people in this business and
that 'you should know something about tires. But I never
realized how much paper work there would be. It's impor-
tant to keep up with it. When my .business gets bigger, I
plan to hire a part-time person to work the cash register
and keep the books. Even then, I1'11 want to check the

A . records at least once a weeke I'm the one who will lose
- money if my records contain mistakes."” : .
A N LR x . )
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0 - . Keeping Financial. Records

. ; >
- ‘ 7 4 - '

3

) Merle knew that she ;needed to keep track of the money cnming into her
“*~business (see Unit 11). She also needed a’'system for paying her bills
and recording her expenses. It was important to have a simple way of

tlisting all the daily’revenues and expenses of her business. : -

t
¢

. . ¢

AN : . ' . M "'\

- The Business Checkbook : - ' .

, A business éhecking account is very important fdr the small business :

ownér. The three steps in using a checking accougy are:

A3

‘ depositing revenues from the business into the accpunt;

®  writing 'checks to pay business expenses; and

o checking the monthly bank statement to make sure your record of » )‘

~

deposits and payments agrees with the bank's record.
N . g , # .
-« : A

Th% business checkbook consists of.tao parts. _

® The check is used to pay the ekpenses of the business. ¢ -
e The check, stub (which may be attached to the check or placed in a
separate pocket of the eheckbooﬁ) is used by the business ‘owmer

to record deposits‘and payments.
4 - ' -

- & .

Every time you write a business check, you should £111 out .the check

¢

stub. The check goes to thé petson to whom payment is due, and the stub -
is kept £6r your, records. g

A o
' «

[

On the next pagetis a copy of the check and stub Merle filled out to
Hawt horne Realty for her rent payment.

[N

o 10 o ®
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-—_.____..._._...—_..

Bel. Bro't. For'd. ".Z_&Q |
Amt. Deposited +_Joo

Amt. this check = 300

” ) T : g
‘CheckNoL2 T s.3e000) - FIRST NATIONAL BANK
5 /Fo i ’ Check No. 104
 Baghrne Kool |
/m Aent { . Date 7/244 30

: |

|

l

Pay to the-orderof _7 /. s - smb

— é é 5 ey ' 0
~</ anedl Too n_uollars.

150 North Avenue

)
|
Il %
TOTAL 3,700 : Quality Tires
|
|
i
I

Newmarket 4 Iowa J ) M %/M' f/-_,e’?\ //‘

Bal.Card.Ford. ¥ 3400

N

¢

. On t;he check Merle wrote. the date, the name of the person or‘group

receiving payment (pay to the order of), and theé -amount of, payment (in

tgoth numbers and words). She-also put her signature on the check.
. LY B ’
- . ‘ ', *

On the check stub, she copied the number of the check, the axﬁount,

the date, the person receiving payment ‘and the purpose of the check (for

June rent). She copied the balanc’e brought forward from her previous

check stub. This was the amdunt of money Merle had in her account before

sheo- wrote this check

. .
- . -

Merle figured out the total amount 6% money that she wanted to put in.
her checking account that day“‘-’$350 (from cash $ales) + $150 (in payment
for past credit 'saies) = $500. She listed this amo<nt under amount
deEosi‘.'r'edhf She added this figure to the balance brought forwerd. She
found that, not counting the check she was writing, she had a total of

#$3,700 in the bus‘iness checking account. MMerle wrote down the amount
‘of her checlg ($300). By subtracting this amount from the total in her
account, she figured out how much she had left (balance carried forward =
$3, 400) . '

- -

OtheWays of Keeping Track of Experses

B Merle also kept a file of her unpaid }msiness bills. She filed_them
in order by the date the bill needed .to be paid, and she wrote 'her chécks
in this order. Once she wrote the check,.she wrote "paid” on the bill
and“filed it under thesname of the person or company sending the bill.

i -
°
-~ v \ " o7
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Many small business owners also keep a separate record (1edger) for
each type -of payment (rent, e€quipment, etc.). On this form they make a ' ‘
record of every time money is paid out. When they prepare yearly finan-
cial reports, for example, they can easily add uh allqgl figures on the
page and find out the total ‘spent on a certain item (such as rent) for -
the year. ‘

r—

The Daily Cash Sheet

To list all the money coming into and going ouf of the business in a

day, Merle filled out a daily cash sheet. She got the information to
fill out this sheet from some of her other records--such as her sales

slips, customer account forms, and check stubs. Merle's daiiy cash sheet

for May 30 appears beldw. .=
. 3 o \\
DAILE CASH SHEET
|
Cash Revenues Cash Payments
Cash Sales $350.00 Salaries S 200.00 | '
Credit Sales 150.00/ - Building Expenses 300.00 -
« Utilities 50.00
. Equipment and Furniture 175.00
‘ Inventory 1,600.00
: Supplies 25.00 ~/
' Advertising
. Otbeg
TOTAL CASH REVENUES $500.00 TOTAL CASH PAYMEQTS ~$22350.00 -
On the left side of the form, Merle 1isted the money coming into the SRS

business that day (revenues): ) o

\

] cash sales (money coming in from customers who pay for products
£

e, “x o i

or services at the’same time they buy), and
e credit sales (money coming in fxom,customers who charge their

products or services and pay for them at a later date).
N ‘ ~ N

112 S
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¥

On the daily cash sheet, -Merle listed only cash she has already received
k ) : .

from paét credit sales, not money that customers still owe her.

.
°
3

<

. ~—

A}

A -~

Oq the right side of the fbrm, Merle listed all the money going out

that day (payments):

. and to pay for cleaning and minor

Two

salaries (money paid to ebployges); -

building expenses (the amount paid monthly to rent the building

repairs);

utilities (money spent on gas, electricity, and water);

equipment amd furniture (amount spenﬁ on business machinery,

cars and trucks, calculators, desks, etc.); and

bl

{nventory (amount spent on the goods the business will resell to

the customer).

dther expenses that often appear on cash sheets include:’
[}

advertising (amount spent to tell

a
and to persuade them to buy); and
1

other (amount spent on insurance,

5N

-

customers about the business

special licenses and taxes, and -

fees for lawyers, accountants, etc.).

Merle filled in a cash sheet every day. By combining the information

from the cash sheets with other records, she can prepare business reports

for herself, the government, and the bank. Merle can look at her finan-

cial reports when she wants to make important decisions about her
]

business.

Sumpary

your business.

-+ "You should have a business checking account to pay the expenses of

The check is used to pay the bills, ,and the check stub~is

used to record your payments (and deposits). The check stub also provides

a record of the amount of money in your checkipg account on a given day.

a 121
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The daily cash sheet is used to record the cash flow for the day. It.

is also used to prepare other financial reports. For example, ififorma-

tion from cash sheets is used to prepare.the’balance sheet and the profit/

loss statements You'will learn about profit/loss statements “in Unit 14.
If you do go into business for yourself, get the advice of a_bookkeepér

or, accountant about how to complete a‘balance sheet.
, .
. * [J

’ ;




Learning Activities

Individual Activities °

v

1. For each record’form listed below, choose the pt;i'ase best dgscribin% \

115

-«

its use. )
. . - (
. Cash Shg_c‘at ‘a. To pay business expenses . an
_____ Check ¢ b. To request pa‘rmen? from credit
___ Check Stub . customers
___ Customer Account Form c. To recp’rd purchases of cash N
__ Customer Billing Form or credit customers (
_~___ Sales Slip d. To record a customer's payments -
and debts to the business >
; 5 ) e. To record all a business '
. UN r . receives and spends in—a day -
‘4; . ) ’ f. To.record bank deposit‘s
i ’ 2. Fi,l.l out the c¢heck Merle wrote for Ray Pierce (check }f105). Also
a complete the check stub, and figure out the’ new bala cemcarried,
forward. . \ ) ‘ . ‘ y,
{ Chock No N N~ - FIRST NATIONAL BIK ‘ —t e
Date ' ! CheckNo. ___ | -
To ! ) * ) . ‘ ’
For ’ : Date -
: Pay to mf order of ) S
éaTB;;'t;o;—d - __—_: . ' dollars.
Amti. Deposited _— P
TOTAL —— . RY .
% | Amt. this check —_— . .
, | Bal Card.Ford. - @ - AN
‘ @June 5, Merle’took in $1,000 in cash saleg and $150 from past
.. - . credit Sz‘aj'Les. She wrote a $50 check to pay for an ad she ran in the .
. N ‘ ~
’ S ! 123 ' '
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. Plains News. - She also bought a deskvcalculator for $181 and paid a

$49 insurance bill.’ Complete Merle's dailv cash sheet for June 5.
’ -
K DAILY CASH SHEET - "
< Reveénues Iy Expenses .
- Cash Sales Salaries ‘ '

Credit Sales Building Expenses 7' _
Utilieies

Equipment and Furniture

—_—————
—_—
\
]

- Inventory
, SuppYies . .
‘ Advertising - .
: —3
f' ‘ o . Other -
TOTAL REVENUES |  TOTAL EXPENSES ’ ‘
. Discussion Quegtions ) . ’ , v ;:3
. n 7 T )

1. On Marle's cash sheet for May 30, her expenses were much largep than

* her revenues. Does this mean Merle's busimness was in trouble? What ">

would be a better way of finding out how much cash she really had?

|
-

2. -Discuss why the bank sends a monthly statement to its checking account

. L)
CUStOme-rSo . ~
”» e

3. What kinds of -important aecisions\will Merle pfobably have to make in ¥
a year of business? What information will ghe need to make these

ce decisions? Which financial recérds would ‘be possible sourceﬁng this

information? - ¥

a ’ ¢

* Group Activity s

»
Ll

) N
Suppose a group %f:you‘andfigur friends are runnin%la gardening ser-
vice in your neighborhood.: Decidé on the financial record forms you will
s use to ikep track of yoﬁf revenues and expenses. Develop your own forms
; if you like. Use as few forms as possibie, but make sure your records
give you all the iqgormation needed to prepare your income tax and to do
future planning for/ydur business.
A )
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UNIT 13
a8

. o~ X

. Making Sure You Have Enough Cash .

“Goal: To help you keep track of the cash in yaur business. .

4

Ob}ective 1: List three ways of keeping your ‘ . .
.business successful. ’ . R

. . ..
4+ . » .
Objectiye 2: State the purpose of a cash flow _ .
statement. : : ) ,
h ’ 9 X
) . e .
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ESSIE FACES A CASH FLOW PROBLEM .

4 °

Essie Washington owns a nursing service in Washipgton,

.D.Cs She has a staff of RNs and LPquwhom.she sends to fill

Openings at the City Hospital and in private homes. She
started Nursing Temporaries in February of this. year, and
her business hag been growing quite rapidly. Now at the
end of six months, howeveY, Essie is having some problems.

It s been a problem from the beginning, really. You
know how red tape is! Well, it takes forever for the hos-—
pital tp pay the bills I send them for the nurses they ve
used. I got a big loan to start out: "T/thought I could o
get along on that until the money started coming in from
the hospital. I don't think I borrowed enough money,
though. Also, last month I had to spend extra on:a type-
writer when my old one broke down. Luckily, the families
who use my home rursing service pay me every. week, so that
money comes in pretty regularly.” "

Essie Lrote down the revenues and expenses she expected
to have in August, September, and October. She figuzed out
that her total cash income would be $8,300 for August. She
would do more business than that in August, but she would
get the money from the hospital for about two months. He
expenses for August would be $8, 150. This meant that, at
the end of t‘ﬁLmonth she would have only 3150 left over.
If the ‘hospit didn't send in all_she expected, or if she
had more émergency bills, she might not have any money left,
over. She might even be in debt! °

If things-went the way she expected, Essie would be "in
the red” in October. Hér cash expgnse «d be more than

‘her cash revenues; she would be payIng out more than she

would havk in her bank account! . . N : -
Essie went immediately to her Uncle Leroy. "I have a
cash flow problem,” she said. "I'd like to borrow $1 000
to get me through the sutmer. 1I'll raise my rates in the
fall; also, more money will be coming 4n by then.” Leroy
¥ooked at Essie's financial records and promised to help

her through her crisis. .l

- N °
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‘of her business faster than it was "flowing in.'

>

W»

—~
—

MakiBg Sure You Hﬁye Enough Cash * )

s

.

‘ Starting a small business is just the'beginning. As you run your
businesiA many decisions apd prqblems)yill come up. Keeping yjour. busi-
ness successful is a day-in, day-out job. Besides all the other things
you should do té Beep things runhing smoothly, you sho&ld keep your
business ?uccessful by : Cy
e making sure you have enough cash;

] Kkeeping &our profits up and yo;r tosts dswn; and

e improving your products and services.
4

—
-

Ve
Why You Should Keep Track of Your Cash

Essie's business was growigg. She was getting more calls for nurses
every month,fgom Citf Hospital. More families were calling her for home
care nurses, too. Essie's monthly expenses were fairly loﬁ. She‘was

;ving off her savimgs, so she wasn't even taking a salary for herself.
cagﬁ flow problem.

Wb.ﬁrﬁgsie owned and what she was owed by others (such as the hos-

pital) were more than what she owed to other people. In other words,

“her net worth was good. However, the cash was temporarily “flowing -out”

Essie had to pdy her
bills promptly ever& month. .The hospital, on tHE other hand, was very
slow to pay her the money it owed. This is called a “"cash flow" problem.

’

Many businesses have this' Thblem at one time or another. .

The main- yeason for keeping track of the cash in your business is to
know whether you will have épough money every month to-pay your bills.
By estimating your cash flow a few months ahead of tige, you will alSof

know whether you will haveyextra cash on hand. If 8, you will be able

S 1219



to éfford-toﬁimprove your business (for example, buy more equipment).

Or, you can put your money in short-term investments, which wiL} earn

interest.« .

-

The Cash Flow Statement

The best way to keep track.of your cash flow is tws use 'a cash flow -

. statement. .You can prepare a cash flow statement forx the past months’ of

your business or a “projected” statement for the coming mont hs.
. S . .
Essie's projected cash flow statement appears belew. It lists the
cash she  expects to take in and pay out in the next three months. The
cash flow statement does not ligt the money owed to Essie or the. money

’

she still owes‘qthérs.

CASH FLOW STATEMENT

PROJECTED FOR NEXT,THREE
\ .,
X . o ‘ N
M .
Cash Revenues August September N October

Cash on hand from previous month $ 200 $ $

—

* Revenues from fospital 4,100 4,200 4,300
Revenues from home care o= 4,000 4,100 4,200

“ Total Revenues '582300 "~ $8,450 $”

Cash Payments

Other expenses + pazmentsl 1,150 1,150 L 1,150

Total Expenses \§§;150 " $8,350 $8,650

LS

Cash on hand at end of month ) § 150

-

' | J

=

1 Includes rént, equipment and furniture, supplies, advertising, and
other expenses. \ y

‘Salaries to nurses $7,000 $7,200 - $7,500 -

L)
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4
On Essie s statement, she wrote down the cash revenues and payments

‘she thought she wOuld have for August. , Under cash revenues, she 'listed

_vthe cash she had on hand at ‘the end ,0f July ($200), the revenues that

 would come in from the hospital ($4,100), and the reVenues to, be’ paid by

families for home care that month ($4,000).
’ R 9

Under cash paykents, she listed, the salaries she would have to pay

to her nurses in August ($7,000)s To figure out her other expenses and
payments, she totaled all the rest of the heney:she woul&/have to pay
out--rent and janitor ($Sdp), equipment and furniture ($300), office
supplies ($50), advertising ($150), and other expenses ($150). She .
figured that this amount ($1,150) would be the same for the three months. ~
¢

Essie then subtracted her total cash payments from her total cash

Her cash on hand at the end of’the month equaled

revenues for the month.

$150.

-

.

Esgie also filled in the revenues and payments she expected to have
in September and Octbber.
August in the first blank under September (cash on hand from the previ-'

She copied the cash on hand at the end of

‘ous menth). After she figured out the total cash on hand for September,

she completed her cash flow statement for October.

A Y

Ways to Improve Cash Flow | . .

-

As a small business owner, you may discover that you have a cash

flow problem: There are many ways to help solve.this preblem. Essie

borrowed money so she could.pay her bills. :She thought that this fnoney

would help her get on her feet and that, hy'fall, everythiné would be
okay.

prices) and to lower her expenses.

Essie also decided to try to increase h;z,reveng_s (by raising’
Then her cash on hand at the end of

the month would be higher. -

o A
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Other ways of solving a temporary cash fybw problem are to: ) . -
/b e get peeple to pay their bills soner; M

e cut doffh on the amount of goods you buy for,resale;
. try to buy certain things on”Eredit;‘and .

e take less cash out of the business for your salary.

-

¢ .. "Summary ) . K -
. . .

"y, N . o

Part of keeping your business-;;Etessful is making sure your-cash
revenues are greater than your cash payments each month. You can make N
sure you have enough éash each month by preparing a cash flow statement
for a fewﬂionths ahead, If you see shortages coming, you can make
changeés in your business so that you will be ﬁzle:to pay your bi¥ls. If ' ot
you know that you will have extra cash, you can make plans to use it

P » » B
wisely. - , i
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Learning Activities

Individual Activities

°

1. Below are sentences describing the cash flow statement and the pro-
Jected cash flow statement. Write "T" if the sentence is true, ang-
"F" 1f it is false.

A Cash Flow Statement will tell you: .

'
e

a. how much cash you took in last month.

b. how much people owed you last month.

c. how to invest your extra cash. '
.

d. how much cash you have .left at the end of the month.

-

1T

.

A Projected Cash Flow Statement will tell you: ‘

e. how much you spent on rent last month.

. £, how much(you plan to spend on salaries next mongh.

8. whether you should think about getting a loan.

-~ *F 2. Fill in the blanks on Es3{e's cash flow statement.
“a. Figure out her cash on hand at the'enq of September.
b. Fill in the cash on hand at tPe begfnniﬂg of October.
c. Figure gut how much cash she will have at the end of the month.
) "+ -If Essie.has a "negative cash fléw" (if she will be paying out more
. than she:yili have), put‘Ehis.nu@ber in parentheses:'

: X




Discussion Queq;ions. . . ;

? ‘

1. How is it possible to have lots of customers and still not be able

to pay your bills? What can you do to solve this problem?

. . . »
* 2. Essie figured that City Hospital would use six of her nurses for 100

hours each in August. She charged $10 per hour for each nurse. How -
much money did she expect the hdéspital would owe her at the end of
AN the month? Why did she only list.$4,100 under “revenues from hos-

pital” on her projected cash flow statement for August?

2 - ;%
) . ' .

Group Activity

~ -

Yolanda Gomez owns a children's clothing store. At the beginning of
July she had $15,000 worth of clothing for sale in her shop. She planned
to spend $4,000 more on clothes in July. She also had $1,000 on thand

from June.

-Yolanda thougﬁE she énuld'make $5,00Q in cash sales in July. She
was also planning to sE/;t giving 60-day credit to her customers as of
July 1. She figyred her new credit customers would charge $3,000 worth
of clothe# in July, which thgy d pay for in August and September.

-
\

¢ .
Yolanda decided to f11l out a projected cash flow statement for July

(on the n;xt page).) She listed the money she expected to receive and

also the money she planned to pay out.




PROJECTED -CASH FLOW'STATEMENT

. o FOR JULY _ .
Cash Revenues : . . ] B
Cash on hand from previous month . $ 1,000
. . Cash sales R ) 5,000
Credit sales . 3, 000 -
. ) ‘ Total !
T . i .
Cash Payments :
Salary (for herself) , $ 900
T Inventory (more children's clothes) 4,000
e Other expenses and payments 1,200
‘ ’ T;tal

’ ® -

3

Cash on‘hand at end of month

i}

+ » ¢ N .

LY

Is Yolanda's stqtéméﬁt filled out correctly? Make any needed coTreqpions

and then figure out the totals. .

” .-

.
[y

Will Yolanda have aqodéh cash at the end of the month? What can she do

. ’

to improve her cash flow? (List as many solutions as possible.)
. e .




Goal:

UNIT 14

.

Keeping Your Profits High

o
To help you study your business' finances and keep
your profits high.

k<

Object1§e 1l: State the most important financia
goal of any business. o

Objective 2: Explain the purpose of the profit/
loss statement, and list three of the main parts.

Objective 3: Explain the valué.of the.profit ratio
gnd expense ratios* R

Objective 4: State two ways to increase your profit.




- keep my Yellow Pages ad-and send out fewer direct-mail ads.

'RACHEL CHECKS HE%)COMPANY'S HEALTH *

Rachel Shapiro started her answering service in Jahuary
1979, After a slow start, she made a good profit in 1980.
"At the end of 1981,.Rachel thought something was wrong.

She looked at her profit/loss statements Sor the last two
years. She had had more customers in 1981 “ahd had brought
in more money ($50,000 in 1980 and $55,000 in 1981). Her
~expenses also had increased quite a bit. Her profit, how-

T

ever, had ircreased only a small amount. My profit is not

‘growing as fast as my revenues-or expenses. That's a bad
sign,” she though%ﬁ

3, Rachel decided to make some cTfanges in her budiness so.
‘ber profit would be better next year. She decided to raise
the monthly rate for her answering services. She would,
also try to cut costs. '

"My greates hie
advertising. I the salaries of ‘my two part-
time operators to keep up with the competition- However,
one of my people just quit, so I think 1'11 hire the new
operator to work 15 hours a week instead of 2Q. We cany
still handle the calls, and I' 11 be spending’iess on
salaries.

»

Rachel also thought,she could cut ddwn on the money sh
spent on advertising. "The cost of printing and mailing
letters is going up fast. I don't get many new clients @
through the direct mail ads I send, anyway. I think I'll K

Then I can reduce my advertising costs a'lot."
o @x.
+  Rachel told her accountant about her decisions. He
said, You;L}deas are good, Rachel. If you dJd what you've
planned your pusiness will probably be healthier next

year. Good luck!" ,
&

vear were in salaries and\
’

%

«\\i

4

&
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) * ¥ Keeping Your Profits High _

- P : -
What Is Profit? . o : /
. b ’ " * v N

As a small business owner, making a profit is your most impoftantf

‘financial -goal. Profit is the reward for all your . hard work, your

investment, and the risk you took. Profit is also the amount left over

.
-

after all the edpenses are paid from the\revenues of the *businhes¥. This - .T

-

kind of profit is called net profit. - EEREN Lo 1

q’ ¢ » 1‘ ' . *
. \_‘: , . 1
“ . . . 1
|

|

. What Is a Profit/Loss Statement?

The best way to find out how much profit you have made in your busi-. X .

1

. |
- ness is to prepare a profit/loss statément. This report tells vou how {
|

|

nformation, you can mhke,hanges in your’ business to make it moré -3

% - LNl 1
¢ sgful imr the future. : E’ Q\\N C |

o k

The profit(}oss statemenp has five main parts.

Revenue§ refer gé tle money coming’ into the business (also called

\

~ the sales of a business). Rachél's revenues cime mainly from the

monthly fees she charged her customers for answering their phones. : ~Xj
he also received extra earnings from time~“to time for helping
customers sénd out letters and bills.

, "Co t of Goods Sold refgrs to the amount spent on goods that were

. ' reshld to the customer. Cost of goods sold dves.not apply to

's business since she, is selling servigss, not goods. The

f the mobiie catering business ip Unit 9, however, had to

) ' \. sandwich makings and 1unch supplies. .
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° Gross Profit’ is the amount left over from the revenues after
o - paying the cost of goods sold T
‘ ° leratinLE@enses refer to all the obh,er costs of running the B

business This includes employees' salaries; rent; utilities, .

‘ equipment rental‘ repair and depreciatior\of \your own equipment,

{ . office supplies, advertising, and other expenses. Rachel's.'other
expenses were for.accountant fees, interest on her loan, and

’ insurance ~\

e Net Profit is the amount left over after all the expen es of the
o SR business have been paid. Net profit covers Rachel's salary and
her income'taxes. It also includes money used to expand herw
business (such.as to buy new office furniture).- \
Rachel's accountant prepared statements for 1980 and 1981. The profit/

lossstatement for’1980_follows.-f Notice the five main parts.

v ‘ '
S %> PROFIT/LOSS STATEMENT .
o ~ : . "o 1980
~ ) '// k«l “' T %
‘D M
‘ T, Ravenues ' ,
7 . egular -Service to Clients $49,152
N . Extra Services . 848 )
‘\\; : . Total $50,000 100%
. - *Cost of\"Goods Sold : '
! N v . -
' *Gross Profit .
.. ’ Operating Expenses :
' Salaries -(2 part-time operators) $12, 400
' Rent 4,080
. Utilitiess <« 1,540 .
. Equipment Rental (phones)" 4,200
s ’ - . Supplies - 1,240
: : Advertising , 2,980
S . Other : 4 3,560 :
o , _ _ Total §30,000 60% . s
’\.\ Net Profif (before Rachel's salary / st
o e and income taxe ) . $20,000 407
[} . e ) Cay D . . . v .
“\‘\\ - . ) i

to Rachel's businesq& because she does

13"
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How to Figure Qut Your Profit

¢

From Rachel*s daily records (such as her daily cash sheets),’;hé
accountant was able to find all the figures he needed to complete a
profit/loss statement for the year.. He added 'all Rachel's revenues and

__found the ?otal operating expenses. -

By subtracting total expenses from total -reivenues, he foﬁnd Réehel's‘
net profit (net profit = revenues - expenses). If her expenses had been
greater than her revenues, this total would have been a negative number,
written in parentheses. This is called a loss. For businesses with cosg

L3

of .goods sold, net profit = gross profit -,expenses.

How to Decide if Your Profit Is ‘Good Enough
; =

3

N . 0 i o

Rachel also had her accountant figure out two percentages:

e The profit ratio is a percentage comparing net profit to revenues.

-~ 1~
T ‘ggn D L2 qucit L

a0 v natnei’ s Wis weans her profit was

404 oﬁ\the total money her business ‘garned in that year.

net profit _ $20,000

revenues .$50,000 = 4oz

+ Profit ratio =

' N - -
S===~...#__ The expense ratio is a percentagé comparing expenses to revenues.
. In 1980 Rachel's expense ratio was 60%. In that year, 60% of her
»

revenues went to pay her expenses.

expenses _ $30,000

revenues $50, 000 = 602

Expensé ratio =

1

ww . *
" These percentages help small business owners compare their profits
and expenses in differefnt years- of business. )
2

Rachel's profit/loss :E)pement for 1980 and i§81,-including profit

and expense ratios, appears on the next page. .
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. TWQ-YEAR PROFIT/LOSS STATEMENT '
-~ 7 1980 1981
K ] [ % $ %
Revenues .
Regular Service to - ‘.
Clients $49,152 353:2§b
Extra Services 848 ! 1,240 .
J . 350,000  100% 1 §55,000  100%
Exgenses ‘ )
Salaries (2 part- time t
. ‘operators) $12,400 ‘ $14,168 . .
// Rent , 4,080 _ 4,680° S
4 ' Utilities . 1, 540, 1,660
: Equipment "Rental (phones) . 4 200 . " 4,680
Supplies 1,240 . 1,300 ‘e
Advertising . 2,980 ‘ 4,000
Other ‘ 3 560 3,612

$30,000 . 60% $34,100 62%

Net Profit (before
Rachel's salary and . .
income taxes) $20, 000 ~4 0% $20, 900 38%

s ' - \
How to Increase Your ?‘oﬁit

In co&paring‘the pfofit ratios for the two years, we see that Rachel
earned more brofit dollars in 1981 than in i980~-one geod sign of a )
healéhy'business. However, her profit ratio was smaller (40% in 1980
and 38%77in 1981). Rachel thought that a 40% profit was just right for
her_pesiness. She hoped that next year she‘éould)get her pfofit rat¥o
éaek.up to the 1980 level. \ L

- -

4 -

«
, 1":

~NJ

There are two main ways to increase profits in a small, business.

o § Raise revenues. This can be done by getting more customers or -

by raising prices’ to present customers. Since prices were
“rising all around her, Rachel decided to raise her, prices, too.

e Lower eﬁpensesfs Each small businees owner must decide the best

—— - &
way to cut business costs. Rachel planned to do it by reducing
the work hours of one Pf her eﬁployees. She also was going to
spend less on direct-mail advertising. Other ways she could

¥ . =

o - 137 .
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£ . ‘Y
E
‘ have cut her expenses are to move to a lower-rent office _or to
buy her office supplies from a less expensive supplier.
] =
Lt . .;
.‘“‘ L +

Summagz ‘ .

As a small business’owner, you should set a pﬁofii goal for your

- |

business based on your needs. Then you should try to keep ybqr profits

at- that level. qu can check how much profit you are making by prepar-

ing a pro?it/loss statement for your business every year (or every -

quarter). By figuring out your profit and expensg"ra}iosr you can com--:

-pare the profits-and eipenses of two different time periods ih your

< Vg, —

business. If .your profit ratid is not high enough, you can try to raise

it by increasing your revenues or by decreasing your expenses.
T ~ ‘ )

4
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-YEAR%EZF%T$LOS! STATEMENT
) . 1980 1981
>~— $ %
Revenues - ?
Regular Skrvice to . '
o Clients 349,152 $53,760
Extra Services - 848 1,240
5505000 100% $55,000 100%
Expenses ~
_Salaries (2 part-time ’ ¢
operators) $12,400 _$14,168
Rent 4,080 4,680"
.Utilities 1,540 1,660
Equipment Rental (phones) 4,200 4,680
Supplies 1,240 “ 1, 300
Advertiging 2,980 4,000
&ser 3,560 3,612
$30, 000 607% $34,100 - 62%
Net Pnofit (beforé
Rachel's salary and v
income taxes) $20, 000 40% $20,900 38%

-

-

In comparing the profit ratios for the two years, we see that Rachel

earned more profit dollars in 1981 than in 1980--one good sign of a

healthy business.
and 38% in 1981)..

owever, her profit ratio was smaller (40% in 1980
Rachel thought that a 40% profit was just right for

hgr business.

She hoped that next year she could get her:brofit ratio

‘

“back p to the 1980 level. |

How to Increase Your Profit

There are two main ways to increase profits in a small business.

e Raise revenues. This can be dojpe by getting more customers or

by raising prices to present customers. Since prices were
rising all around- her Rachel decided to raise her prices, too?

e - Lower expenses, Each'small businesq_owner must decide the best

way to cut business costs.
4

Rachel planned to do it by-reducing

the work hours of one of her employees.

spend less on direct-mail advertising,

She also_was going toq

Other ways she could-

.




rd
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L . .
‘have cut her expenses are to move to a lower-rent office or to

puy her office supplies from a less expensive supp%}ef.
*

£
Sdmma ry ' - . S »

As a small business owner, you.should set a profite goal for your
business based on your needs. Then you should try to keep your profits
at that level. You can check how much profit you are making by p&epar—
ing a‘profit/ioss statement for your business every year (or every ¥
quarter). By figuring out your profit and expense rétios, you cam' com-
pare the profits and expenses of twd*aiiferent_gimekperiods 1n'your
business. If your profif ratio is not high énough, you can try to‘raise

-~

it by increasing your revenues or by decreasing your exéenses.

-

’ »

$100,000
90.000
80.000 ,
70,000 *7
60.000 .
50000
40,000 .
BQ,OOO " : .
20000
10000

1
- »
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. Learning Activities C,

\

¢ .
. . ’

Individual ‘Activities

-

*

1. Match the following definitfons with the correct word.

4

e

’ Costs (such as salaries) a. Revenues
.related to running the .
business b. Cost of goods sold
The amount coming into a ¢. Gross profit
) business from the sale 4 ' .

’ ;. of goods and services d. Operating expenses
The amount left over fQ%P " . e. Net-profit ‘
the goney received after ' :

the gy s are paid

, . -
\
The amount paid for products
) . that will later be purchased
' by the customer .
v A b -
\ N . / N -
2. Choose the correct formulas below. .
Nef profit = a. revenues -+ expeunses
c b. revenues ~ expenses
[ 4
Profit ratio = a. net profit
revenues ) -
’
. Ci\: b. net profit
expenses . ~
. Y
Expense ratio = a. expenses
revenues .
. . (5
b. revenues \

- expenses o

.

- 3. On the next page is informatien on Rachel's business in 1982. Figure

* ~
out her net profit, profit ratio, and expense ratio, and write them

in the blanks provided.
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14
. / 1982 (
s ¢ %
Revenues . $60,000 100%
.Expenses 36,000 ’ _
Net Profit N %

- -

Compare these figurés with Rachel's figures for l989,add 1981.
which year(s) did Rachel have the highest net profit?
profit ratio? ’

Discussion Questions |

.

1. Discuss this quote from Johy Buckléy,‘anotﬁér small
Do you agree with him? Why, or Why-mot?

"I don"t care about profit/loss statements. If I hlave
money left over at the end of the month after I pay my
bills, I'm happy. All that recordkeeping is for the.birdsl”

)Q

R ¢

s

2, Why.is it importént to compare profit ratios as well as profit‘g

In. -

The highdst.

8S owner.

Id

dollars?, Hoy do profit and expense ratios help you.decide how your

business is doing? - Tl o N -

. . \0

'

3.  'List -some specific things a sﬁa?l bhsiness owner can do to increase

Will,raisi
help? Why, or why not?

his or her profit.

.

-

Group Activity

Read what Harry Reston says about profit.

"Earning a profit may be one-reason for being a small busi-
ness owner, but it's not the only reason. Being a small
business owner, I don't make as much money as I could
working in many large companies, but I love my business!
The other benefits besides money make it all worthwhile.”

B \
N

.

Make a 1ist of the "other benefits®

Are these important to you?

éxpenses or lowering prices ever

Harry could be talking about.

[
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Goal:

" services .to keep your business up to date.

‘ ) UNIT 15 ‘
Keeping Your Business Succe$sful .

To* help you decide how to change your products or

\

, -

' PEEA . ’ . \\
"Objective 1: State two ways of increasing sales \
in your business. . . g

OpjectiVe_Zf List several ways of getting
information to use in changing your business.
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FROM PLANT PARTIES TO A PLANT SERVICE

°

Louise Kelly started her plant business--Kelly Greens=-
two years ago. By working part-time out of her home, she
has been able to earn a good income and still take care of
her small son. Louise started her business by giving plant
parties in her friends' homes. "My sales were good at first
because indoor plants had just become popular for decorating
the home. Lots of the plants I sold at first died. I
decided some were too hard for most people to take.care of.
These I dropped from my line real quickly.”

"I found that. some people couldn't even take care of the
easy plants. They'd call me a few weeks after a'party to
ask me questions. It soon got to be a big hassle giving all
kinds of information over the phone--for free!. 1 decided to
make up booklets and sell them along with the plants for a
_slightly higher price. People then were more willing to buy'
new and different plants, since. they came with written
directions. Thus, I .sold more.' I also made more profit qn
each plant. Soon I.decided to start—classes on plant care.
I announced these at the plant parties and tried to get a
group of friends. to sign up together. At these classes I

" mainly. taught4 but I also sold plants if anyone wantéd them.

"Then my plant sales began to sufferi Most of my fefends

dlready had all the plants &he{ needed. Also, a nationwide
company, Plant Parties, Inc., had started working in my area.
It gave fancier parties and sold its plants at lower prices
than I could. ‘This hurt my business.

"I began to read -all the business magazines I could find.
I learned that 'services' were becoming more common because
people didn't have much time to do certain things for them—

, selves. T studied my neighborhood, too, and noticed the new
shopping mall and medical building that were being built
‘close to my home. One day I was having lunch at the mall.
Its plants looked horrible: I asked the restaurant owner if
he would like someone to pick out new plants for him and to
care gor them every week. He said he'd love it. A few other

-restaurant owners and some doctors said the same thing.
Several of them. signed contracts for my monthly plant ser-—
vice, and my new business begani My husband recently built
a greenhouse at home so I car grow the plants I need.

[y

"\
%

N
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~changing in the business world around you.

Keeping Your Business Successful

Sometimes in your small business you may have a year when sales are
high and then a year when sales are not so high. Or maybe your sales
will not increase as fast as you'd like. Every once in a while you should
take time out to see how your business.i§ doing. Look at how things are
] Then think of ways to change
your business to keep it up to date. In this way you can solve p;oblems

when they're small and, better still, prevent others.

Your small business may never become a large business. Many smail
business owners prefer to keep their companies small. The business is
easier to run and can be more personal to customeif. However, all small
businesses must change to keep in line with the changes around them.

Businesses that don't change or grow will die. .

L3

Ways of -Increasing Sales

There are two things you can to do increase sales in your business.

. Improve your products or services. In your business, you may

f{nd thq; your ﬁ}oducts aren't selling well. Your workers may
! get qgreless and do peor wafk, and your customers may complain.
Qométimes_flaws will show up in a prodyct youlve been‘éélling for
a long time. ’
’ Like Louise, you need to watch out fgr these failings and try
to correct them. Louise improved her business by dropping cer-
tain plants thgt were hard to grow and by iﬁcluding diredfiong on
. . .
plant care. If her plants had'been sicklyz she_could have chosen
another supplier whose plants were of higher qﬁality.
N Another way to lmprove a‘busi;ess is to try to give better
service. if you have workers, yoﬁ can tggind them.to be polite

V]
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to customers. If someone can't do a job, you can shift tasks or .

replace workers. Or you can give special classes to help workers do
. - ~

their job\\\;:er.
Change your: oducté\or services. All products and services have

a "lifetime.” There is a point when people do not want or need

‘them anymore. lFor exanple, people no longer want to buy hoola

Hoops,’apd they no longer need to buy blocks of, ice to preserve

~ their food. qBotn products used to be "good sellers,

but times
have changed. . C ’
As a" small business pwnef; you need to Qnow when tn stop
selling one tﬁing and to start selling something else. At a cer-
tain point, Louise realized that her plant parties were no longer
successful. “ The demand for plants had decreesed, and the compe-‘
tition had increased. So she stopped planning parties. At the

‘same time, she saw other needs in her area--plagt care classes

and a plant care service for businesses. She ¢thanged her busi-

ness to meet these needs. In this way, she kept her business up

to date.’ ' . .

.

¢
.

How to Get Information to.Use in Updating Your Business

. -
5 . °

By looking at y;ur profit/loss statement, §ou can compare this year's
sales and profits with those of last year. You can also compare'the sales
brought in by a particular product‘or service with last year's sales. T

. This will give you an idea about ﬁ%ether you need to change your products
© or servizes. For example, although Louise' s total sales increased in the
second year of businessf her sales of indoor plants decreased during this

time. She knew she had to,ﬁo something about that part of her business.

There are othex ways. you can find out how your business should be * °
AN
> changed. These are similar to the ways you can collect information about
» ] ! Vv
starting a business.

1. Check your broducts or services. When you receive products “thaf

'will be sold to the customer, look at them carefully to see if

-

v

149

.

. 140,




<24

3...

" income’ level of the people living near your bdsihess may charge.

)

4o,

K

—plier, or change products.

‘ . Co. 7~

they are in good conditidn. If quality is poor, tell your sup-
¢ Take time out‘to watch your employees
doing their work. Are they polite, careful in their work, :hh
good at selling? If you find, mistakes in their work or think of
ways to do the job better, make the changes ;s soon as possible.

Listen to your customers.

By asking questions and listening, you
can find out what your customers think of &our businese% You can
ask customers why they aren't buying a product they uéed'to buy,
or why they're choosiné product A over product B. You can also
take a -survey of your customers to find out-whether their buyiﬁg
habits have é¢hanged.

that they wanted to léarn more about plant care.

By talking to her friends, Louise found out !
THat's how she

got the idea of starting plant classes. Loulse also learned a
lot ffom what her customers did not say. When people stopped
calling to arrange for plant parties, she knew something was
wrong, and she had to make a change.

Study changes in your neighborhood- As Louise found out, busi-

ness areas change.- When this happens, it may mean that your

business' products or servicesQthuld change, too. The age or

Other businesses may move into your area and give you more com-—

petition. Busine3ses may move out of.your area or traffic may

"decrease on your street-—meaning fewer customers for your

. business.

Louise saw the new office buildings and stores'in her area as
a chance to change her business and make more sales. If she
hadn't changed her services, Louise would probably have had, to

move her business to another location where her plant parties

-would\be more popular. -

Find out about the competition, A good way to find out about

changes needed in your buSiness is to find out what other similar

cowpanies are doing. Read their ads or go to, their stores or

officeg_ Compare .the quality of their products or services and

their prices with yours. Are they'offering any products or .ger-

vices that you aren' t-—like free delivé}y? Can'you do a better

job thah they are in these areas'by &aking a~few changes? If
¢ i ' \ ' . )
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your business better.

- .

- - o
not, you should try. to make your business different so you can
coupeﬁe better. A 4 ,

-

Louige went to a party %iven by Plant Parties, Inc. and.saw_

that the company had mad&igood ideas. She rgalized that it could

offer lower prices and;hextras" because it was a larger company.

She chose to change her business, because she knew she couldn't
. . - .

AN

compete.

'

5. Read about trends. The success of your business depends on know-_
b @ ¢ . .1

ing what oqﬁer business owners, ,inventors, government people,

J customers, -and euppliers are doing and thinkirg. You should do
‘some reading to find\out'what new'%usinesses are starting and
what new products and :ervices are being sold. Think about'
wh' her you can use some of these new ideas in -your business.
Louise noticed that service businesses. She decided t offer
plant care services to busineeses. Other new ideas at could
be used to update a business are to "computerize" it or to offer

.

"instant" or "disposgble" products

Read about businesses tnas are fdiling also. Realyze that if

your business is similar,~it may start. to have problems soon,
too. Update your business before it's too late
You should also find out how people s habits and' tastes. are

changing. ‘Think about.how sosial changes can affect your busi-

ness: For example, try.to think how to change your business to
reach the growing number of older people in our country;

. @ ' . -

-

14

Summary o

<

You should always.be watching for_yays“to‘improve your business. To
stay euccessful, you must- either improve your business or change it. To
deci?e whether you should.“do the same t@ing better” or "do something
new,"” you should collect information. Look'at your products and ser-
vices, talk to your customers, and’ see i‘ your neighborhood is changing.

Also study your competition and new business trends. Then act to make
@ ¢ -

-
-
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» Learning Activities
-~ T

Individual Activities

i
aged 5-10 for several.years. Sales are down from last year. How
could you find out what\to do to improve sales? Be as specific as
possible. . s \
‘ N\ ¥
A
\
. \
Discussion Questions \\ .

\\9 - -y : ‘
. .\
l. Can you think of\dther ways Louise“could havq changed her business
when her'plant party sales went down? D
1 ) . .
3. Make a list of economic,.business, and. social trends today. Try to
think of as many changes as you cgn that might affect the products

A . o
3. One advantage of owning a small business is ::égxiou can change it * )
more easily than a large business. Why do you think this is ttue?
whdt are some factors that 7?y prevent you from g ing your
‘pusiness?, ) ' ,/"

and services a certain business offers.

-

4. Discuss fhe following quotation from Emery Stone:

"When I started my business, I wanted to make lots of mo ey .
L A

I did lots of planning so my business would grow fast. Now,

a few years later, I have 50 employees and*three offices.

(XU

" "The business is still growing. This is the only way' to go!

Y
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Do you agree with him? Why, or why not? ‘List the pros’and cons of

becoming a large business. . Q%\ !

\
Group Activity . \

e o ] ” -~

As a ;lass, list at least 15 different activities that you wouid have
to.do if you were going to start a small business. Here are some
examples to get you started.

Check out several places for the best location

Interview people to'hire

Order paper and supplies o . ¢

B- : . ‘

After you have your list, see how Xﬂé feel about Noing each of thése
tasks. Give yourself 3 points if you would enjoy doing that task, 2 )
points if’ you wouldn't mind doing it, 1 point if you would do it, but
‘Wouldn't like ir, and O if you wouldn't do it, no matter what:

) L
There are .no “correct" answers. This is just.an exercise.for‘you to,

see-1f owning and 6perating a small business might be for you

»




To be a successful small business owner you should have

certain personal qualities. You should—have drive, be able to

think clearly and imaginafively, and be a_déader who works well

with people. You also must take charg of all aspects of the «f
business—-at the same time. You musy plan your business, be in

charge of people, organize the work,\buy and keep Frack of sup-

‘plies, set prices, advertigd and sell, keep financial records,

and keep .your business successful.
&

’

Planning is a major part of small business ownership.
Planning involves deciding whether to start\s small business, -
hocsing ehe products or cervices towoffer,‘deciding on‘the
legal form of ownership, choosing a location, and obtaining a *
loan. To plan, you must study what is going on in the business
world around you and prepare various wriﬁten_plans and reports.
For example, you.should write down information about your
experience, traLning, and finances in order to.get a bank loan.
You will also need to prepare for the bank a business_@eserip-‘
tion and financial statements about your business. )
‘ , .
Organizing workers and work is im?ortsnt to the smooth
operation of a business. This involves seeing all the tssks T
that need to be done and organizing your workers to do them.
You also nust bigeble to get alnng well wi;n neople.}~'

As a small business owner, you must keep track of the sup-

- plies, set prices, and advertise and sell your goods or ser-

vices. You must also solve business problems as they come up.
This may mean.you i1l have to raise 'or lower pricés or train .

your workers to be better salespeople. /

.
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—

‘ / - .;

Financ¢ial recordkeeping is a necessary part of small busi-

.

ness owne;ship. Records help you manage the money in your
business .successfully. The system you choose for your business:s
shouia\be as.simple as possible. " It should also be compiete

enough to give you all the—information you neéd to make good =

BN

4

As your business grows, you must check to see how well'it

management decisions. .

-

is doing. Then you must change your business based on what you
find out. You should make sure that you have enough~cash, that
your revenues and profits arg high, and that your‘expenses are
low. You should plan for changing your business products or-

services when needed. , : . -

'. ‘ ' | ‘ > S~
In order to own and operate a successful small BuSiness,

you need traihingsin vqeationalxskills related to’the business
you'cboosep You will also neeg work ex;erience and the special
business gement skills thit were covered im tlis module. ‘
If you have not had a course ip ‘the vocational- skills you need,
you should take one before deciding F)vown aésmall business.

You can learn business manégement skills through‘é&siﬁEss

13
clagses, experlence, ot by. using the advicé and example}of‘an,

expert. - oL S oot
o . ;*;J/. )
v s N e
You may not make a lot of money- by owning & small buslness.

However, you will have the personal satisf%ction of being

regponsible for your business and making yourgown decisions%

Think about how important. these things are to you in consider—‘
ing yhether you Bhould start your own small business. ©
. N

¢

o




3.

‘4.

5.

List ‘three personal qualities a small business owner

should have.
ae
b.

Ce

?

List five major responsibilities that a small business

owue;(has. -

s

s o - \ -

List three things you would want to find out about a loca-

‘tion before deciding to open a business there.

) - $ ’ | )

ae P ~
/ v
b. ~
Ce o~

List three sources of money for starting a small business.

8 «
b.

Ce

In setting the price of a certain product, you should:
a. charge a little more than your cdﬁpetitor.

b. charge a-little less’ than your ca@petitor.

|

c. charge enough to cover your costs. and expenses.

d. charge enough to make a profit.’

|

¢
4
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6.

7.

9.

10.

\J

3

The best advertiSing medium to use for a small service
business is:

a. £he newspaper.

b. the Yellow Pages. ;’
c. the radio. M ¥ ) \\J

d. an outdoor. billboaxd.

To. make a sale, you firét should greet the customer and
then: ’ .-

a. reéentithe product to the customer.

b. encourage the custdmey to buy.

¢c. discuss S!ices of differentlproducts with the customer.
d. ask the custemer questions.

e. answer the customer's éuestions.
e
o

s ' J ’ S .
"List three things you should study in order to decide what

products and services to offer, in your business. .
&

b.

. N )
c. \ T

»

.
*

List four steps involved in hiring a worker.

al a ~ . v

*

b. AT
. &l
TR

. f(‘
< R ~ T
d. . , :
] P

List three things to think about when huying‘éoodg for
your business. '
ae.

b. ; ;
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11.

.

‘12-

:

To record cash received from customets, you could use a:

a. customer account form. |

b. business check. )

c. sales slip. v

d. customer billing form. ("

‘ !

To find the amount left in your bank account, you could
., look at a: Py

a business check. - .

A

13.

»

14,

H

15. List three reasons for keeping financial records.

d.

check stub. - =
daily cash sheet.

statement of financial need.

Which formula can be used to figure out how much money you

~

made in net profit in your service buslness?

am——

a. Revenues - Expenses'
b. Expenses -~ Revenues -
c. Revenues - Cogt of goods sold

Profit \
' Revenues

Expenses .
L]
Revenues -

3

- L]

List *¥hree t&pes of people whom you could use as bisiness

advisors in your business.

a.
b.

Co

ae
ba

Ce

&

P mmr—

‘14359 ,‘
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(¢
y
~

N

17. List three things you could do in a clothiﬁg store to .

incret your revenues. .

FETE

o

o

(¢

,
i . .

- -

18. Plate the following steps in planning a business in the
: right order by numbering them 1-4. -
writing a business desgription - ! )
_choosing a business location
. applying for a bank loan _
. choosing products, or services -
19. Below is a list of business forms and a set of phrases ‘ ’
‘ . describing ways they may be used. Choose the best use for .
> , each form and write the letter in the blank provided. ‘ .
CC ! Business Form * Used in:
: ) ¢ purchase order a. Finding out how much préduct
. you ‘have left . 3 "
job description .
. b. Hiring workers C.
work order r .
. . - ¢. Chdosing suppliers ; <
. work schedule R |
*. ’ . .d. Organizing wdfﬁét% e
inventory card , .
, e. Recording retail sales ’ ‘
' : , “ g o
f vBuying goods for your business :
AN ~ , L o .
. ‘ T« g. Writing down the services a

cugtomers wants

.
R ¢

. iso e

ERIC

'
Aruitoxt provided by Eic:




.

-

f O ‘
ERIC
,
' v

A

<o

- ¢’

- p- use for each form and .write the letter in the blank pro-
vided . R ) \
© ‘ ’ :
Financidl-Statement Used in:
A ] - - .
Statement of financial-need > a, Deciding if you can
’ - pay your bills next ’
Profit/loss statement month, )
Projected cash flow statement b. Listing the money you
want to borrow -
. ' c. Recording a customer's
h - payment and debts ° '
’ . . d. Figuring out an expense
ratio o
L4
. k JE .
[} B 4 .
. . hY
. s
’ v N -
N N
. 4 §
- P ’ "
~ ’ d ‘
» . .' '
: 4
: { N
- - 161 5 1 u,‘.s..cpoussx; 791-772/256
’ ‘ ° [ .
\ 2

-

20. Below'is a list df financial statements and 3 set of

phrases describing ways they may be used. Choose the best




PROJECT PRODLCTS . )
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@ ' Entrepreneursn1p Training Components . A . .
¢ ) ~ o . .
N Jocational Disciplije Module Numper and Title N
e
N General ’ Module ! -~ Getting Down to Business: What:s It All .About?
. i \ Agriculture’ Module 2 = Farm Eguipment Repalr .
- Module 3 =~ Tree Service \
. Module 4 - Gardgn Center o
. Module 5 - Fertilizer and, Pesticide Service
1  Module 6 - Dair: Farming
. ) Marketing and Module 7ﬁ - Apparel Store
Distridution B Moduie 3 - Socecialctw food Store
Module S - Travel Agency . )
. Module 10 - 51;ycle"5tore f ' .
. Module 11 - Flower and Plant Store ’
Moduse 12 - Business and Personal Service
Module 13 = Lorkeeping h ) -
v .
‘iealtn Module 14 - \ursing Service
Module 153 - wheellnair Transportation Service : -, . )
. ) Module 16 - Hellth Spa .
) . s Business and ' Module 17 - Answering Service ' '
‘ Office * .Module 18 - Secretar:iel Service
. / :
N Module 1Y - pooxkkeeplng oervice ‘
’ Q Module 20 - Software Design Company )
Module 21 - Word Processing Service .
- = . ! ]
v Occupational Module 22 - Restaurant Business ‘
. .

dome Economics
<o Module 23 -~ Day Care Center

, Module 24 - Housecleaning Service N
“t 4 . 1]
N . Module 25 ~ Sewiny Service ‘ .
Module 26 - Home Attendagk Service - v .
R : .
.~ . 7
Technical Module 27 - Guard Service s ,
- y ' ‘ Moduie 28 - Pest gpntrol Service N
2 i 1Y . . , N
. . Module 29 - Energy Specialist Service .
p] . . .
- . 3 -
. ) Trades and Module 30 - Hair Styling Shop ;
' Industry ‘ . N
Yo i Module 31 - Auto Repair Shop . !
, !
. - Module 32 - Welding Business | - 4 ..
Module 33 - Construction Electriciran Business
. N
. Module 3+ - Carpentry Business . . °
B Module 35 - Plumbing Business ‘ . .
' Module 36+- Air Conditioning and Heating Service
Related Resour-es s ~
5 L
) Resource Guide of E<i1dting Entrepreneursn:ip Materials .
-
’ Handbook on Utilization of the Entrepreneurship Training Components -




