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The Entreyreneurship Training Components are.based on

information from many sources. *Special acknowledgement

is due the Small Business Management ‘and Ownership
materials designed and tested by CRC Education and
Human Development, Inc. for the U.S., Office of Educa-
tion's Bureau of Occupatiogal and Adult Education.
Special thanks are owed the entrepreneurs who shared their
experiences during the preparation of this module. )
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‘ , 4 - INTRODUCTION
. ) j How are you going’ to use your Job skills after you finish
. school? ’ ,
' 4

Have you ever thought about‘starting your own bicygcle store?
4 . - \
Thies module describes people: who have started and managed

bicycle stores. It gives you an idea of what they do and
\\ some of the special skills they need. - .

You will read about - ’
} planning a bicycle store i

choosing a location
getting'money to start -
being in charge ‘
buying and keeping track of supplies
setting prices )
advertising and selling = -
keeping financial records,

. ) . keeping your business successful °
'You will also have a chance to practice some of the things
that bicycle store owners do.

- Then you will have a better idea of whether a career as a

bicycle store owner is for you.

Before you study this module, you might want to read.
Module 1 Getting Down to Business: What's It All About?

When you finish this module, you might want to read

Madule 7, Getting Down to Business: Apparel Store;
Module 8, Getting Down to Business: Specialty Food

Store; . I .
v ) . Module 12, Getting Down to Business: Business and
‘ . ™ Personal Service. o

o N
v

Twife)ﬁodules are related to other retail businesses.

.r ”:

. N -c‘d'

. ' ' “
o
N . . -




icycle Store
¢ . '

Planning a B

-

To helﬁ you plan your bicycie store.

Objective 1: Describe the products, services, cus-—
tomers, and competition of a bicycle store.

.Objective 2: List three helpful peréonal qualities
of the owner of a bicycle store..

Objective 3: List three ways to help your business
compete successfully. :

Objectivé 4: List one or.more special legal require-
ments for running a bicycle store.

-

A\ ) *

-




KEN AND NANCY NAKAMURA PLAN A BICYCLE STORE .

- L

Ken and Nancy Nakamura have been ma;ried for five ,
years. ' They want , to work together and run a small bicycle
store. They have.had a dream’ of" running a business
together for several years. Now the conditions in their
life allow them to do it. )

Ken worﬁed,in a bicycle_sgtore while he was in high
school and junior.college. He liked the work, especially
repairing .bikes, but the pay was low, and after college he
got a better paying job as a technician for a large com—
pany. Ken says, "I enjoyed WOrking in the bike shop more
than I like working for my present company. If I own the
bike store, I think I can make a living of it."

. . Nancy enjoys biking~and does the maintenance on her
bike. She has worked at several differenf jobs, including

4sbeing a sales clerk in a hardware store, a. recreation:
director, and a secretary/bookkeeper for a/pmall busigess.
Shd says, "L think my past experience will”help me. I like
doing sales, I know about bikes, I enjoy kids, and I'm
iamiliar with business procedures. I'm willing to learn
ow to do -the repair work."

Ken and Nancy have decided to sell a range of juvenile
and adult bikes and to offer repair service. The name” they
picked for their business is "Free Wheeling." They decided
to allow at least six months for researching and plamning.

ey made this list of things to do to help them in’ their
planniqg . \

- -
a
-

L4

visit other bike stores in town;

talk to bicycle distributors;

tentatively ‘select several locations and research
them;

talk to an accouniant and lawygr;

find out the legal requirements;

do a budget for their business; and

do a detailed busineds plan with tasks and a

schedule.
>

-

———
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Planning a Bicycle Store
. Loy R
~ . . R - v

There ar€ many, many smaL} bqsinesses in America. Small businesbeg
& can have as few as one worker (the oéner) or as many as four workers. A
small business owner is "self-employed.” Often.a whole family works

,together Im a small business.
) € ‘ «

v oo . . 3

- Many people dream of starting their oﬁn business and working for
. . . T
themselves. Ohne kind-of small business is a bicycle store. Running a
a® . *
bike store requires a combination of sales ability, mechanical skilis, ‘

and businesd sense. .
~' '
~ ) N ! * .
) .

In this unit you will learn_about thege four things involved in plan-

- ning a bicycle store: -7

g ® deciding what your proddcts, serv;cés, custapers, aﬁd competition
- will be;~ ’

. ¢ deciding:whae personal qualities and skills are heeded for this\\
& , type of businéss; ’
e  deciding what t; do to compete successful}yf and®
‘o learnfng about Ehexlegal reqdirementsrfor running this type of
business. . ) A
- ‘ ) - .

Some people buy an existing store and take the business ovet.: Others
start a new bicycle store. These materials wiil gﬁphasize.starting your

own store, although the issues would be the same if you bought a store.

a
<
v, -
[N ) O

1Prdﬁﬁtts, Services; Customers, and Competition , Lo l
—_ . 4 ° B \
B e k ) . /

3. b

" * ° An important step in planning is to decide what pfoaucts and serviges

you will offer, who your chspomérs will be, and what the competition

offers. . .
s R vy .

y N b d

U ! ¢ 10
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. o
Products and Services. Most bike stores provide these services:

bike sales, parts and accessories sales, and bike service ‘and repair.

Most bike stores carry from two to fqgrwbrands of bikes. Generally, they/
offer a range of bikes for both youngsters and adults. General cate-
gories of bikes include these: - ' .

. 'low-speed, light-weight racing hikes; \

~

LA
e street bikes for general recreation, touring, and cruising; this

} includes 3- to l0-speed bikes as well as heavy-weight bikes; and
ro motocross hikes~-20",lightweight bikes designed for dirt racing.
Bicycle stores also usually“sell bigycle accessories (such as lights,
helmets, and tire patch kits). ’ ' .

Customers. Almost everyone is a potential customer for a hicycle.
Youngsters use it as a major form of transportationsand recreation. '
Adults also use bikes for transportation, recteation, and exercise.

" Before 1970, most bikes were sold to ygungsters. During the 1970s there

was a majorvsbift adults became a large.market for.light-weight models..
During the-late.l97Qs the motocross bikes became popular, and a whole new
market developed.. - : .

+ Many bike stores are family—owned and appeal to both children and ,—
adults. Others specialize in their products an& appeal to a specific l
type of customeg, such as the teenager or.adult who wants a top quality
10-speed racing bike or the youngster who wants the best in a motocross

racing bike. o 'i>

. < .

l1’.ComR‘e‘ztition.Q\Many bikes are sold through department and chaig stores.
These stores usually.buy the less expensive: bikes in large quantities and
offer a low price for their product. Bike stores™tend to carry higher
quality, more expensive bikes. ;he bike store offers the advantage of a
repair service, if there is any problem with the new bike. Bike stores

ugually offer a free check-up about a month after the bike is 'sold. They

_will make adjustments and make sure that it is in good working order.

Bike stores do compete'with each other, but generally only one.dealer

will carry a particular brand of bike in one neighborhood. So two bike
. - b .
* ' o r &

\/. .. 7‘\

y
N 11 , -/
.o \
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stores, even if they are close by, will probably not be in competition to

~ ‘'

se11 the same brand of bike.

~

s
-

- ¢
.

Helpful PerSonal Qéaiities

\ : ’ ‘
. "N ° . ‘ . -@F.

Qualities that‘are important fo},a biéycle‘store owner t% have »
include the following:

Sales ability. You should like intqract}ng'with pebple ang;enjoy

LY

selling. . '

. : ) ~
J Mechanical aptitude. Yop;ﬁhould.be good at diagnosing progfens and

- L4

repairing bicycles. . e .

-
-

- ° ¢ « * /.

.

Business sense. You should be organized ahd Be able to handle the

* detakls of the business. You need to be good at simple math.

' I

- - -

-

Abiligz;to work hard¢s To succeed, a small business .owner must be

willing to put in long houYs, especialhi in the beginning.'
o _ ‘ ¢ .

. - ¢
Enjoyment .of youngsters. Many of your customers are youngsters, and

you should enjoy dealing with them.’ : .

\ ’ - & —m————

. . .
K . .
en has mechanical ability and znjjiid working in'a_hicyc{e store

before. Nancy has experience in safes, usiness, and in working with

youngstens.‘>Together they feel they will make a good Eeam.
) . /oL -

'

.

l ° . -

How to Compete Successfully

\
i -

/

agere are qanj things you can do to competebsuacessfully. We wi%l
mentien them now, aqg yon)yill learn more about them as you work.through
the materfals. ) . - . ° ,
o' Do careful research and planning before you starte.
o ' Sell a good product. ‘ 7,)

¢
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e Adapt to changing trends. 3
\
e Provide good service. N '
e “Create a pleasant, friendly atmosphere. ' *
e Have enough money to start. ' ‘ o0
¢ Choose a good location. ° . - '
= e Organize your relords so you can make wise business ggciﬁions.
e Have a good advertising program. .
Legal Requirements
S ‘ )

Legal requirements vary somewhat in local areas. Coﬁmon legal

¥

requireﬁents include obtaining the following: ’ //

. a city or county business license;

. an employer's identification number from the Internal Revenue

- - Wgrvice if you have employees;

. a seller's permit (also called a sales tax permit); and
e a registration of affctitious trade name with the city or county
if the name of the store does not include your name. //
There élso may be:city or county laws on what you can do to the
bui}dihg and you}'store front. These laws may affect what you do to your

building and the lighting in your display windows.

\-

Summary

¢ . - ~
Bike stores sell recreatiohal and racing bikes for youngsters and

adults. They also sell accessories and do repair work. A picycle store

owner should be good at sales, have mechanical skills, and have good

business sense. Starting a bike store reé&}res careful planning:

{

'

.
-
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) Learnfng-Activities
‘ i L
AN ’ '

-
*

Iﬁdividual Aar:t::l.vzl.t'_.i"es’v . N

¢ .

. ’ [ . -
s .

1. Look.‘up "Bicycles” in the Yellow Pages of your telephoné. book. * Count

the number -of stores listed. Li%tﬂ(ive brand names Jf sbikes these

stores carfy. : . ’ e

Dy
* PR N -

»

® .
. 3. List at least two other kinds of stores in your local area where you

could buy a’bicycle. o
. N } m .

Qs'_hist three reasons why someone.might buy a biéycle'at a bike store

., rather than at a department store. )

N * ¥ . »

4 : :
]

4. Do yéu have the right personalMty t8 run %ybike shop? Put a check by _

[y v

each trait you think you have. ..
s Sales ability

! Mechanical apt;tdde
o

Business dense =« N

Ability ;5 yorﬁ hard ’ -
QEnjoyment of yoquster
; a .
5. balrzyogr-logal city,or'gounty government oféices. ASk what the
préceagres afe.fof,getting a ?usiness liqense and how much it costs.
K ) )
* 2

Discussion Questions .

. — .
l. What ho you think are the advantages and disadvantages of running

your own‘businéss‘as compared to working for someone else?

N

- 3 . . '.1 -

a

10
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. L
Would you buy a bicycle at a bike store or another type of store?
Discuss. [‘ . :
‘Do you think Ken and Nancx have: a good background for starting a bike~
store? What might be the advantages and disadvantages of doing it
together? - . ) .

« -
1

Grodp Activity ' B . . vjz

' .

- List all -the questions you ‘can think of to ask the owner or manager
of a bicycle shop. ~ gpr example, What services do you offef? What
brands of bikes do you carry, "and why? How much of your. business is in

- bikes,.parts, and service? What- knowledge or skills -do’ you need to run

»
your own business?” These are'just a fey questions to get you started.

<«

List_ at leastvn10 questions. . ‘ : \

~— . ¢

- . -

Invite an owner Or manager of a bike ‘shop to visit your class while

you .are working on these materials, or arrange a class field trip to'a

bike shop. The manager of a small bike store may have difficulty arrang-
ing time to leave the store to visit your class, so be flexible. - Pexhaps
try contacting a large bike- store, or arrange to Vvisit a store at a time

it won't be busy:,




UNIT 2

Choosing a Location

.

To help you choose a location for your business.

&
Objective 17 List three things to think about in
deciding on a service area for your bicycle store.

Objective 2: Pick the Rest building location for a
bicycle store from three choiges.

G = A
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KEN AND NANCY NAKAMURA PICK A LOCATION
, L}

Ken and Nancy live in an urban area with many small
neighborhoods. They wanted to locate their shop within 20
miles of where they live. They got out a map of the area
and tacked it on a wall. They looked up in the telephone
book the awddresses of existing bike shops and put a thumb
€ack on the map where each store was located. Based on
-information they had about different neighborhoods, they
selected five likely.aregs to start a store.

The next step was to gather information about the five
areas.~ Ken says, "We know that selecting the right loca-
tion is important to our success, and we want to make the
best choice we can.” Ken and Nancy visited each of "the _
five areas they selected. They walked around to get a feel
for the community and the type of people who lived there.-
Next they went to the city planning office and looked over
the statistics on age and income level in the different
areas. Next they contacted several bicycle distributors.
" ~They. knew that the major bicycle manufacturers protected

their dealers~byssellking their bikes only through a limited
number of stores An an area. Ken and Nancy explored with
the distributoq;jzhich ones might “allow them to sell in

different locations. ST

——
~—

Ken and Nancy contacted a realtor. They told the .
realtor the space size they needed, the rent they could
afford, and the qualities they wantéd. They were looking
for a place with high visibilif’ where people would see the
store "as they walked or drove by. They visited several

.

possible locations. . . v e

-
Bt 1

Now Ken and Nancy organized the information they had
gathered and considered the advantages and disadvantages of
each ohe, They finally decided to lease a small store in
the busifiess area of Glendale for $1,000 a monch including
taxes, insurance, ‘and joint maintenance costs.

2
CIN . Ten "

’ ' 0
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v

> o i




4 -

! \Cﬁoosing a Location . . ~
, .
f . There are several things ‘'to think ‘about when you choose a service

area for your business. You should ask yourself thése questions.

Are there'enough customers in the area? s ‘

« a

e What is the competition? -

° Can I be authorized to sell the brands I Jant7in this area?

B

P o' 'Is this where I want to work?

You will also need to decide on a specific building?;or your store.
These are things to thin| about . - ) ,
e Will the location éﬁtracé customers?

e Can I afferd the rent? - -
° Is there enough space?

Choosing a good location is important to thé success of a bicycle

. stora. Some market research can pay off. 9

-

- K . ¥

Customers «

>

A3

People of all ages buy bicycles. You want t6 locate your shop in an
area with children, teenagers, young adults, and adults. Remember that
.} peopleée generall} keep<51ké§ for many years.and dé not buj a new one very

often as they would shoes or clothes. So you need a, large number of

péépléﬁltwiﬁgﬁin an area to’support a store. You will want to find out

the population in aﬂ area, the age ranges, and the income level. Gener-

ally, bike stores draw from a five-~ to ten—mile radius aréhnd the gton‘
',\ é-and €)ed to hdve ‘about 10,000 qhildren and 40,000 adults within the

marked area. '
<4




)

Qou willaaléo want to find out’ what the generél'attitude in the com-
munity~i8 towards biking. Are there bicycle clubs? Are there organized
'races and trips? Do-you see people on bikes? Do Epey ride to work? Are
there bike lanes and paths’ This type of informat(@b can help you think

about the market in the’area for bicycles. '
4 ’ _ ' N
There are many sources of market information. They inclhde.citi and.
county planniﬁg departments, bicycle distributors, newspaper marketing
studies, banks, the Chamber of Commerce, and~tra4e public;zaons. You
could hire a professional market research analyst to helg you define a,

good location.
NE:

-

Comgetitidn

B 4 )
%‘bike store is in direct competition with other bike stores. If ©

there is ai?eady a bike store in an area, you codld still consider locat-—
ing there, especially if there is a strong demand and you,plan to offer
different brands or a different service. ﬂowever, if there are already
two shops in an area; there probably is not Jﬁough business to open
another one., . . '\

\

Some major bike manufacturers’ sell their bikes only through author-

ized dealers. To become a dealer, you must apply to the manufacturer and .

demonstrate your business capability. Often, several dealers want to
sell a certain brand. The manufacturers, ﬁowever, protect their deale;s
by selling their bikes only through a few stores. A bike 8t6r¢ owner
needs to do careful regearch to find out what brands would be available

[

to sell.

Ed

Personal Considerations

N
_There are other things to consider about typ location. You might

ask, "Is this where I want to work? Is this where I want to start a

business?” People often have personal reasons, such as friends or family,

AN

v
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for ‘deciding where to start their business. Ken and Nancy took persponal
. perferences into consideration in deciding where to locate.
o Y

.

Specific Site

-
L

o Congider these questions when yon pick a specific site for your

bicycle store. : ~

r .
. ) - . . .
Is it in'a high traffic area? You should select a~place that people

notice. Beihg close to other.stores or businesses can be helpful. You .
can count the nﬁmber of people who walk and drive by to get an idea of
the traffic flow. Also notice the type of people who go by and see if
they are your target audience: Being next to a.pizza plaee or a movie

theater would be more likely to attract the customers you want rather

N

-
than.being next to an expensive restaurant. Being close to a college or

high school can also bé a good location..

s b

Is it convenient to get to? \Gooo access from main roads and freeways
~ [
ig important in many places.

\

¢
- . -~ .

. *

Is there;parking nearby? People often carry bikes in their car and

need 4 place to unload. Also, it is desirable to have a place where
customers can test ride the bike ‘they're thinking of quiné. ’

1
» 3

)

.

Is the rent reasonable? You must be able to afford the rent ‘based on

your expected‘volume of salek. C

L

. I8’ the spage adequate? A small shop requires about 3, 000 square .

feet. A large store can be more than double. that sizes There should b8
room for the following areas: . )
e a sales area for display oP bikes and accessories; o
e a repair shop with room to work on bikes and to store those wait-
ipg to be repaired (the repair area should face the selliqg area
gso repairs can be done with a view open to.see. customers coming

in); . ) .




4
a storage area for new Bikés, which can be included in the repair
~
shop;“and : ’ oo .

e a small work area for a desk, file cabinet, and office shpplies.

v

Is the building in good condition? The store does not need to sbe

fapcy, but it should bé in good condition. . a .

» -

—_—

. - B ~ .
Is the site zoned’ for business? Be certain that tlie place ydéu select’

ry <
. L

T
1s zoned for business. . . ' ‘ s . B

]
\

\

- +
Are the lease terms agreeab1e9 Leases can get complicated and you

&
may want to have a lawyer review the agreements™ " . s

s, v
'

It may be difficult to find the* ideal place t¢ lbcate'a store. The
v
best loeations tend to be the most expensive, and bike stores cannot

generally: afford high rents. Nancy and Ken gathered information on

available alterna ives in making- their choice. L

)
)

.

Summé‘rz I(‘

“Ih deci&ing where to locate, you must decide if there are enough cus-

tomers in an arga to support a bike shop. _You should take into considr

. eration tother bike shops in the area and what brands you cbulf sell. In

selecting a-specific ‘site, -you will want to get the_ most convenient and

attractive store at a price you can afford.

—
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Learning Attivities .
4 : _ o

Individygal Activities’ . . «

. . . . - ,

l. List fiv hings you would think about in deciding on a general area
for a €1c;c1e store. ~ a0 -, ' "
’—’-‘.-/’ . -’ . ’ -.. :

2. List five things you would think about in deciding on a specific

‘ building for a bicycle store. . —

3. Look in the classified section of yolr local newspaper u%ger 1
"Busine&s Rentals.” Make a list of features you see that would\be
desirable for a bike shop. . ’

~ e ¥ . .

4. Look up the addresses of three local bicycle shops in the Yellow
Pages of the phone book. Find themen a map. For one store, give
one advantage aﬁ? one disadvantage about the location.

Discussiop Questions

N 4

1.

r

AN

Suppose_you were opening a bike store and could choose a store next

to the fo‘lowiég types of businesses. Which would you choose?

Discuss. ] i ,

e Gift shop | . e Movie theater
. @ Ice cream shop T e Quick-stop store = .
e Large grocery store ‘e Sports store

e Major ‘department store ) _ » No stGres™around ) ‘

lg N
. ,>’3 .
L'. ) - AN
N ) ‘ o
. ~——— 20 X .
\ . A
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*\' 2. Which of these locations seems best for stérting a bicycle store?

. Discuss. e, S5 \
. Area. near downtown--low indome. High percentage of children.

‘Heavy traffic area. No bike shop in the area: - -
/ ‘ or ) T
¢ Suburban area. -Fairly stable population;. Mi§ 6f families with
\ young children and older adults. pne small ;Ike sbop iﬁ the area.

- ’ ‘ L 4

3. Ken and Nancy saw these® two listings for a store in Glendale. Which
do you think they should choose? Why? What other information might

~

P help them make a decision? A '
- o

~

. \
Retail Store-Main Business.Area °¢
; 2,500 square’ feet, $800/month
,Good condition

- . 1

- e CY ' ' or . R
) .. Store*Freevay ‘Access )
. ' 4,000 square feet, $650/month “
‘ Parking N
G:ggpmACGLvity ;‘.
& —
L] . -
- Decide on a specific store location that you would recommend for a
) b)cycle store in your community. Give your reasons for recommending ’
that location. &i 4 N
s
. {
\ . , ~
’ A)
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-Goal:. To help you plan how to get money to start your

<

UNIT 3

Start

Getting Money to

business. o .

.

1] s /
"Objective 1: Write a businessg description for a L
bicyclefstore.

‘ Objective 2: Fill out a form showing how much” money
you need to start ydur 5;cyc1e business.
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NANCY AND KEN GET MONEY TO START THEIR BICYCLE STORE

Nancy and Ken made a list of the expenses they would
have, to open a bike store. This is the list they made.

-

Start-Up Costs —

Inventory-—-bikes, parts, accessories $15,000
Remodeling of building 2,000
Rent deposit 2,000
Equipment (display ‘racks, tools, cash

register, desk) ‘7,000
Initial fees and S8ervices -~ 1,000

' ‘ ’ $27, 000

Operatfng Costs

(for first six months)

$ 6,000
3,000
. 600

1,200

© 2,200

$13,000

They alsé needed money to live on during the first year
if the business was slow to get started. - They budgeted a
minimum of $10,000. for living expenses. .They needed the
following . \\ . .

’

Start—Up Costs B $27, 000
Operating Costs for Six Months S 13,000
Living Expenses for One Year 10,000

$50, 000

-
v

Nancy and Ken had both been working for ten years.
They had $30,000 in savings and they owned their house.
They wanted to borrow $20,000 from the bank using their
house as collaﬂéral. They talked to their accountant, who: -
suggested they write a business plan to give to the’ bank
when they asked for a loan. They wrote the business plan
and met with a local banker. The banker was impressed with
their oareful planning and gave them the loan they ‘asked
for. .

.
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. R . Getting Money to Start - -

0 R . -

-

QStarting a new business requires honeyn How much money depends on ° T s

how large an operation you want to have and the king o%.wbrk you plan to

do. In this section you will learn something about how to get money to v

3

start a biexgle store.

- Y ¢
Sources of money are: v . .

e the owner's money; . .

. -

e gifts, loans, and investments; and’

. *

¢ banks and credit unions. s /
Ken and Nancy used their savings and borrowed money from a bank.

S
'

To apply for a_E?nk loan they prepared forms containing three kinds o .
of information: . .
« o personal background information;”

e a description of the business; and

¥

°’ finghcial’information.

Personal Background Information
o )

-

i

» . -

" This section includes schooling, work expe};ence, and financial his-
tory. ,
easier tike getting a 1wan than someone who has been late or has not paid

meone whb has pdid his or her bills in the past will have an

certain bi 80, tﬁe loan officer wants to know if the person

has the skillw and k edge to run a business of this type.

5
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Qe

Business Description ' . -

should explain plans for your business.

.

The business description should :be clearly and simply written and

It should tell the lender the

following: ’
e the kind (and name) of the business;,
r e the.pnoducts and services to be provided;
) ® the.loeation of the busfnéss and why you selected it;
e the kind of customers you will serve;
... ‘the kind of competition &ou will have and why you think you can
. ' compete} . ‘ -
/,&' ® your expected growth;. and

°- your hiring plans.

oo wee T ’ 2N

Financial Information  °

v » ¢

The lender will. 3ant detailed financial information, including a *°
projection of_. fncome and expenses for the first year. ‘Most lenders
require that the owner provide at least ‘half of the money needed to start

€ [-J

the business. L .

.
[

The banker wants ‘to support profitable businesses. Making loans 1is

how a bank makes money! However, the banker does not want to lend money
to someone who may not be able to pay it back. The loan officer wants to
know that you have planned ahead. .He or she needs to know how much money
you will need and have a good~estimate of how much money you will have:

left after.paying yoyr costs. ’ .

-

A new business will usually have expenses even before it provides

services or collee_g. money . These are called start-up expenses. In the
beginning, a business will fisually spend more than it mgyes and will
therefore need\goney to get started. As the business gets established
it will want to collect more money than it spends. It will use some of

the oiffereuge to pay*back any money that was borrowed. L

«  /

«' 27

29 -
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. )
* Below are some of the start-up expenses Ken and Nancy will have.

. -

. Inventory.

enough bikes on display so that customers havg a good sélection to choose

—

You need to buy bikes before?Ehe store opens. You want

from. But .you don't want to spend more money than you need to. The r

bicycle inventory is a major expense. You also need an inventory of

- *~

accessories and the most commonly used repair parts...

Remodeling of building. Often a store will require some remodeling,

such as painting or repair work. You wfll also want a display sign.

Rent depdsit. Often you will need to make a deposit and pay the last

month's rent when you lease a store.

>

Display pquipment. Bicycle display racks are used to:show off rows

of bicycles on the sales floor and to store bikes. Add-ons, placed atop -
the racks, can double the display and storage spa%f. Showcases are used
to display accessories and parts and are par?icularly important in pre-
venting theft. Pegboards are often placed on Qalls\to display bulky

items, such as baskets and saddles.

¢

Repair shob equipment and tools. Repair stands and ‘tools are needed

to equip the repair shop.™ One tool, which.is only used ocggsionglly, may
cost $106, but you still™may need it to de specialized repairs. Yog'will

also need some sort of set-up for storiné pa%ts in the shop. .

x
& . -

~

) Cash register and .office equipment. You' will need a desk, chair,

typewriter, ff{; cabinet, and adding machine. These can be inexpensive,

But must be in good condition.

Initial fees and services. Thege are some one—time costs such as

certain license fees and an accountant's fee for setting up a hpokkeeping A

N ’

system’ ,

y .




There are also on-going expenses such as: salaries, rent, main-—

tenance, restocking the inventory, advertising, insurance, accountant

serviges, license renewal fees, etce. : ' -

\ O »

.

couXd start a small store with an inventory of $10,000. Some bike stores

have an inventory of over $50,000. You will need to decide on an appro-—
‘priage amount éf iﬁvén;ory based on the size of your store, how much you
" can afford, and your bqsinesé strategy. ’WE will discuss more about

inventory in later units. o

Summarz( -
To start a bicycle shop requires money, particularly to buy the
inventory of bikes, parts, and acceqsories and to set up the store. The
amount of money depends on the size of the store and costs in your local
area. Often the owner will borrow money from ? bapk or other source to
get started. .A good business description ‘showing that the owner is cap-

able; organized, and has done careful planning can help in obtain&ng a
loan.

A good description is also useful for the owner in making deci-

‘ »
.sions and in hgving clear goals for the business.

2y

M

Initial inyentory is the major expense in starting-a bike store. You |
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Learning Activit}es

" ~ ~ v

4 -

“ *

) - 2
Individual Activities )

’ 1
[ 4 LR

1. List the three kinds of informatdon you must give the bank in order

. -4 )
to get a ‘loan. . : . ’

2. Write a short business description for Ken apd Nancy'é bicycle storee,-s\
. ) based on the'inforéation you have been given.a Inclgde at least one '
. sentence for each of the parts of the description listed in the )
o text. Remembe¥:¢hat you want.to convince the ‘bank that your bu;iness

is well planned and likely to succeed.

-7 3. Give an example of three start—up expenses and three ongoing expenses.

A
Y

4. Ken‘'and Nanéy planﬁed on spendinglﬁlo,OOO on their starting invéqtory
for bikes. If their average cost per bike is $150, how many bikes
. . *would that be? '

:
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,
R . . . \
> XY ) .

. . .
5. Use the fdrm below to present Ken‘ind Nancy's financial information
’ . :

to the bank. * L i "
' ’ -
. . ) ~
B - - ¥
PR “¢ STATEMENT OF FINANCIAL NEED
Starting Expenses . Money on Hand
(6 months) o C
Salaries $
; ] R, i
Rent and Deposit . Cash on Hand $
Repairs and Renovations * Gifts or Personal Loans
Equipment and Furniture Investment by Others . ,
Inventory ) TOTAL §
. Advertising . } ' ‘
Othér'(fees, insurance,
\Jiving expenses, etc.) : ‘#
') TOTAL § 1
i") ' \
‘ £
A _ TOTAL STARTING EXPENSES §
\ ’ .
TOTAL MONEY ON HAND $
\_, S ‘ TOTAL LOAN MONEY NEEDED §

Digcussion Questions

. I. Start-up’ expenses for a bicycle store can vary. What are the advan-
tages of starting wout small? What are the advantages of &tarting, out

large? +
> . . i )

¢
* '

2. !Ken and Nancy estimate that they will spend about $40,000 in the

]

T first three months of business. They estimate that sales the first
three months will §e $16,000. Do you’think,they should go ahead and

start the pusiness? Defend your answer.

/ "3133

-

.
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3. Would you lend mopey to Ken and Nancy for their bike shop? If so,
what conditions/would you pyt on-the'loén? ‘

N -

~ Group Actjvity . ) -
- — .

’
-

A .
Do a role-play situation. Have one person play the role of Ken, ome

play Nancy, and.another pefsop play the bank loan officer. Have Ken and
Nancy ask for 37§20,000 lgan*for tﬁeir bike.shop. Do the role play for
five minutes. Then have each person share how it felt to play his or her
rede. ' Next, change roies and have three different people act out the

same situation. “See what different people do in”a similar situation.
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Being in Charge

]

-

To Hélp you select and manage the people with whom
you works — )

‘ &
Objective 1: Decide how to divide the work to rum
your store among several employees.

Objective 2: Describe the basig principles of
successful sales technique. .o

Objective 3: Pick the best person for a specific:
job in your store.
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NANCY AND KEN ARE IN CHARGE

<3

Nancy and Ken wanted to do most of the work in the -
store themselves. Nancy ‘would do séles, simple repairs,,
and the bookkeeping. Ken would do most ofsthe repair’ work
and also do sales. They decided to share the other tasks,
such as ordering inventory. g . 5
They ‘planned on having the store open, 10-6 every day.
They both wanted to work Saturday and Sunday (their busiest -
days), te.share the work during the week and to have
Wednesday off together. s
In order to have that schedule, they needed to hfre.
someone to manage the store when they were away or if they{
were sick. They decided to look for someone ‘who could work
Saturday, Sunday, and Wednesday. They put a sign on their '
* shop, advertised in the local paper, and contacted the
junior college placement office. They also saw a sign for -
an agency that recruited jobs for people over 50 and called
the agency about the position.
N .
They had several applicants, but most of ‘them were in
schobl and could not work a full day during the ‘week. The
erson they hired was Sam. Sam was 61 years old and a°
retired high school teachér. He was looking for a part-—
time job to supplement his retirement income and, also to
give him an activity. Sam seemed perfect for the job! He
was relaxed and friendly with kids and also“good at reélat-—
ing with parents and othér adults. They decided to pay him
$4 an hourﬁhnd 5% commission on the sales he made.’ They "
knew that was less than Sam had earned before, but it was
all they could really afford to pay. He would do mostly
sales, with some simple assembly and repair work.
’ . 7’
- After they were in guslhess about six monthsy; a high
school student, Jeff, came and asked for a job doing
repair work. It was theK/ezmnning of the school year, and
.they had a Zagk;og of biKes to be repaired. [They hired him
to help three afternoons a week. !

So now they had two employees. Ken says,,"I feel Eood
about both Sam and Jeff. - They are dependable” and friendly
<?tnd help create the kind-of atmosphere I want in the store.”

. ~
\’J * :
<
S

-
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— : 35 :
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° . Being in Charge

-

f

There are many tasks involved in running a3 bicycle store. One of the
major responsibilities in owning a bicycle store is selecting and ma;- &
aging employees. . A store's success depends on comsetent staff: In this'
unit }ou will learn about: 1 4

e staffing patterns;

responsibilities in selling and reEalrS,
° h;ring and supervising staff; and

e other management tasks. v

Staffiug Patterns
-
v t . .
. In a very small/ﬁike shop, one person could run the store. But it is

¢ B

better to have at least one other employee %hb knows all aspects of the

business and can take over and operate the store alone. A large bicycle

2

s

:shop may have five or more spployees.

. . ‘ Some employees just do sales, and others just do repair wnggc If you
can find an employee who is able to do both repair work and sales, you'll
4 * —~ bhave more fle#ibilitﬁ'ln busy times. Starting out doing repair
work is sAgood way for employees to learn about the bikes. They&prepare

-

to handle customer's questions and tosgell bikes, accessories, and parts.
Part-time help is often a good idéh.:;érticulafly-at busy times .of the
- year. "But full-time employees may stay on the job longer and warrant the

training required.

hd . . .

9 “ AN . .
Sales, C . j//
. The success of your business depends on skillful sales staff. Cus- )

tomers who come into a bike §tore usuaily have qsgstions. They look to

RC | e -




.

‘ the salesperson for information. The salesperson should have a thorough
knowledge of the bike# and should believe in their quality. These are

4

the basic’steps-in selling a bike. .
- \ SO . '

égéroac « ‘The salesperson greets the customer. Establishing a

friendly, personal relationshiplis an important part of sales in a small - °

stores '

. i ¥

DeEérmining,the need. Find out what the custoher wants. if he or

she is interested in a bike, find ont who will ride the bike and é%e kind

of riding the person will do. Suggest a bike that fits the needs of that
customer. ' . e

Presentation. The salesperson shoula be an expért on the bikesjcar~
ried by the stg;e and be able to answer questions and suggest advantages
of the bike. The qalesgfrson should also be honest about the limiﬁatiqns
of the product and be willing to admit not knowinglsomething.

'
. i ‘ )
4 >

Dealing with objections. The salesperson listens to the customer's

¢oncerns and is sensitive to the customer. When appropriate, the sales-
:person uses customer objections to streigthen the sales presentation.
‘ . F \\ \/‘

\\ Closing the sale. The customer buys the bike. o

The development of good sales techniques requires skill and experi-

'Y

ence. Different styles work well for different people. -

3
®

Reé;ir Work
”»

-

! . Bicycle mechanics assemble, adjust, and repair bikes. They must be.’.
good at using tools ;nd working with their hands. They must understand
how gears, brakes, and chains wprk. Typical repairs include adjusting
cables, fixing brakes, replacing parts, and éhanging tires.

.
' . N B
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Most ‘ycle mechanics learn their skills om the jol;- Melpful pre—" '
paration includes classes in bicycle repair and experience with bikes. An
' ——-///J7 employee shbuld have mechanical interest and aptitude and can be taught )
4 specific procedures. Some mangfacturers offer workshops in-bicycle

o repair, for tﬁeir dealers. v \ ’

' .

The mechanic should also be geod at dealing with customers and be

»

able to answer their questions and explain what repairs are needed.

! i

Hiring and Supervising Staff 4

v
-~

.Hiring. To select a.good employee, you shnuld plan what tasks need
to be done and 1~it an appropriate person for the tasks. Some sources
of new employees fot a bicycle shop include walk—ins, newspaper ads, per— ] v
sonal referrals, the employment office, and job placement centers at .
scnbols. A clear description of the job will help attract the applicants
you want. Tl'}e_‘applicsnt should fill o6ut an application fo;m and have a’ ‘
. personal interview. Renember that the job will probably involve dealing
with people, and you want someone who is able to respond to customers in
a helpfu{ and cooperative way. Also, you want someone who 1& reliable,
has the skills required, and wante.to do the job.
X . -
Pay. The pay and benefits you give your employees should be close to
w::j/they would get wdrking for someone else. If you pay less, they may
w

n training someone

. else. If you pay much) more, you will .not be able to keep

. %
ork for you lbngy) and you will have to spend_
’ng ; :
our prices low

enough to be tompetitive. Full-time employees sﬁould’also receive some
benefits, such as health insurance and a paid vacation. Nancy and Ken
decided to pay,Sam an hourly rate and a commission as andncentive to

make sales. Their pay rate, as for most bicycle stores, is low.
‘ \.

-

~— . ‘ A
. Policies athd directions. You should be aware of the laws regarding mE
pay, oveftime, and other work conditions and should follow them. You

"should be clear on what your policles are and communicate.them to yong o \.

staff. You should also be clear on staff responsibilities and give =° .
/ ' 3y e 3
Q T - . 38 2
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NG emp loyees féedﬂlck on their- job performance. Recognition of work well _

. done can promote good woricing relationships. Talk with employees about

. -

their concerns.

Traiﬁigg. New employees need training, particularly if they-are to
do repair work. Imstruction and close supervision of a new repair person

can help ensure that the mechanic will do the repairs as you want them.

done. New emplo 8 should start by assembling new bikes.? Then thegy can

do~Nyoutine 8, such as replacing a tire. And thén they can do more
complicated repair jobs. Training agmech%nic is a major investment: in
time, 80 you want to hire someone who plans to stay wigh you for a long

period of time.

¢ : ) ‘
4 R [ e . b3

# A new salesperson will also need instruction about products, store

§§%t procedures, and sales techniques. .
. ' R ¢
Other Management Tasks T \

.. ‘ ~ # wo

There are other tasks that are done by thg owner or manage®r of a

bicycle store. They include scheduliné the repéir work, ordeﬁing inven—
tory, keeping fi;ancial rgcérds; préparfng taX returns, plannihg, and
advertising. Some of these tasks will be discussed in more detail lateg.
Ken and Nancy planned Qn &oing Fheée manaﬁement tasks plus supervis-
ing and training’ their employees. °They also planned to do much of the -
sales and repair’work.. They hired Sam to help ﬁrimarily with sales and ~
Jeff primafiiy to do repair work. ' ‘

[y

Summary

There are many tasks involved in operating a bicycle:store,,gnd the
owner usually hires.at' least one person. Sales and repair work are the
major tasks. The owner should be clear on what the tasks are and hire

. appropriate people. Once they have been hired, it is important to treat

employees fairly so they will do guality work and continue on the job. ’

.
" . 20
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Learning Activities

Traes

Individual Activities -

2 1. List five .steps in.the basic sales approach.

. , _
2. Match the customgr.with the most appropriate bike.

" .

‘% - . o
) ‘ 10-speed, 25", $250 i
’ v ) 3—speed; 24", $150 (
R _ single speed, 16", $100
i a. A 12-year old who wants a bike for school
b. An 8-year old who wants a;p;ay bike
‘ c. A l7-year old who wants a racing bike a
J . .
3. List three Gays to advertise jobs 1in your local area.
‘4. Look in the classifiéd'sectionrof a newspaper under sales jobs. See
s ? if amy hourly rates for retail salés jobs are listed.
5.+ List three things'youfcanado.to prepare yourself for a job in a
- N N ) [ . ’
. bicycle shogt‘ . ¢
5 - , - . .
A . :
/ " L . ..- N
. Discussion Qu;stions ) p ‘9‘ ,
’ s i
S 1. ﬁist three thiﬂks yoy would want in a bic&cle. Discuss, what you

~ )\'
" » would want from a salespergpn if you'went to buy a bike.

s 7 r
o ‘




2. Discuss these two ads. Which do you prefer, and why?

Help Wanted
Jack's Bikes °
Inquire-gn person

617 Jackson Street

Wanted
Part-time help
Bike Mechanic

and Sales

368-7681

Which of these three applicants would you hire for the ﬁollowing:

part-time salesperson, bicycle repair mechanic, and store manager.

® dMaria.— 24, .has worked for three years-at a bike store doing
repairs and sales | > : _

J%fe - 20, good at working on cars, does not know much about

‘bikes, wants a long-term job
Pete = 19, in junior college, has had a sales job pefore

£

\
Give your reasons for your choices.

4 Group Activity

“

Role play a-sales demonstration. Have one pe;son #lay the role\of

the salesperson and one or two students play the role of bicyele
customers. Haye other students observe to see if thelsalesperson goes
through the five steps of the basic sales approach. TiHen change roles

and let another student play ‘the role of salesperson.




Buying and Keeping Track of Supplies

4

To help you plan your inventory selection and

develop an inventory control system for your bicycle )

store.

“y

Objective 1l: Select a merchandise supplier, decide
how much you will buy, and develop a schedule for
ordering inventory.

~t a?

Objective Z: Compute the total amount of your

purchase order for your Stare. . .

=
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KEN AND. NANCY BUY INVENTORY
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' Ken and Nancy had made some preliminary contacts with
bicycle manufacturers and disg;ibutors as part of their
early researﬁ Now they-are ready to decide what brands~
of bikes they will carry and to order their inventory.

‘Ken describes what they want to’ carry. "We want to
start with two lines of bikes, one that s high quality and
a second brand that is lower in cost; but reliable. This
will give our customers something to ‘compare and choose
from. Maybe later we'll add a third brand.”

They made a list of the brands they wanted to carry.
One distributor turned them down, but two others agreed to
supply ‘them with the bikes they wanted. They ordered- a

'selection of men s and women's bikes for adults and young-—-

sters in different sizes and colors.” They spent $10,000.to
bay 80 bikes. The average cost of the bikes was $125.
They also spent $5,000 on accessories and parts. .

‘ The bikes were delivered two weeks before the Free
Wheeling Bike Store was scheduled -to open.  Ken and Nancy
worked to assemble .bikes to put on display. They also set =+
up an inventory system so they could keep track of the bikes
they orde\red,‘ when they were delivered, and when they were
sold. By keeping track of, the bikes that sold quickly,
they ‘could order more so they would not’ run out of stock.

- 1%
Nancy says, "We were not sure what bikes would sell
best when we made our first order, but the salesperson for
the bicycles gave us some good Suggestions. After we have
been in business a while, we-will have more information to
base” our orders omn.’
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Buying and Keeping Track of Supplies :

L1S

&
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Most of your initial capital investment will be spent on the inven-
- ©  tory-—the bicycles, accesso 8, .and parts that you will sell in your | ’ _
store. In this unit you will learn how to choose your inventory and how

to manage and control your inventory. . -

Inventory Selection

<
]

In selecting inveﬁtory, you must consider the needs and wanté‘of your
custoﬁers. You will'want énough bikes so your customers will have a
range of styles and prices to select from. However, y;u do not want to
‘have go many clhoice‘as that the customer is"‘confus;ed. Also, customer pref- s ‘
erences change; what was the big Seller one year may not be the mnext. |
You don't want to have a stock of bikes'you can't sell. Keep track of
ﬁh@t customers are buying. Stock the fastTmoving itgmé. You can always
special o;der an unusual customer request. You may want .to stock moré or
different kinds of items at different times of the year, sﬁch as at

. Christmas and back=to=-school time.

\ .
Genqrally, a bike store will carry two to five brands of bicycles.

This includes at least one major brand and one less expensive brand.
Limiting the number of brands allows the store to carry depth with vari-
ous sizes and colors’of ghat particular brand. Some stores specialize in
one type of bicycle, such as deluxe mult:i-gear racing bikes. But: most”
dealers find that such specializatioq_limits their market too much-

v The Sike dealer becomes an expert in the brands the store carries; It
is imporiant tp select a good quality bike, or you will have a "yo-yo"--&
bike that keeps being retyrnmed to the store for rep“ai:s. -. ‘ ‘ j
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In addition to. bikes, you need an inventory of accessories and parts.

Here too you want to be well stocked and g;fen,cnséomers a chcice without

having too fhuch money ‘tied up in slow-mbving ftems. Bike stores commonly

-

carry items such as tires, tools, chains, locks, lights, horms, seats,

baskets, shirts, bike racks, and.parts. The amount of parts'you Bty will -

depend on ‘how much . repair work you do.
" g . ) P
When buying merchandise you should consider?
o .pdpular styles; . ' . B . o
e the rigbt quantity; . ‘
° \good quality; and . ' |

-

e the best price. ) . ;Z{ ’
ol
r s
i LR T ]
SuEEliers

Fidding a reliable source of/merchandise\and forming good relationsr
w’(b/ijppliers.is important. You may order some items directly from the’
" manufacturer. Other items you can get thrgugb a local gistributor.
Salespeople representing various productsigénerally visit bike stores

once or twice a month to take orders. o . ™
-
. N

3

Some namebrand bicycles are very difficylt to obtain. Major ones
often sell only through authorized,dealers,”wfth one dealer in a speci-
fied purchase zone. You must apply to Ehese'manufacturers and - demon~-
strate your business capability. In return, they support their dealers
and may provide services such as’ business asgistance, training ‘in repair,
and advertising. There are other brands of bicycles that any bicycle
store can purchase. . .

Since a bicycle store often carrieg only a ‘few brands, it is impor-
tant that the supplier be reliable and«dEliver.promptly. Often bikes can
be delivered in a week. However, sometimes there 15 a shortage. , This
can seriously hurt a bike store {f it does hot have an alternate source

of stocke It 'is important to‘clarify terms of payment with the supplier.
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" For example, will the supplier offer credit or’a discount for prompt pay- ‘
e ' ment or for buyfné in quantity? J
///
I a ‘ e . g -
‘Inventéry Control and Wroover
PN g e
. ~ ERY . -

?
’

The burpose of an idventopy sysﬁem is to keep track of what you have

and what you need. An* inveﬁéory control system can help you plan pur-
dhases by showing ch ftems are fast sellers and need to be reordered

. often and which ar slow-moving items.

- » !

- -

' Stores try to sell their merchandise as fast as they can. A turnover
Eé&g'is an indicator of how long.it takes to sell an itgm. Turnover éate
_depends od the store, the sales'volume, the particulaf item, and the
'formula used-to calculate it. A bike store would want to sell a bike
within one to three months. However, the store mighE stock other items, .
such as an auéo bike rack, that would be in the store a much longern time.

hInventory' records can he.l‘p determine turnover rates for items. The ax)er— .

age'stock turnover of a bicycle shop is generally about four times a year.
. . “ i ‘ -2 -

’

A small bicycle store can use a simple inventory system. For bicycles
the dealer may keep a file box with records showing what bikes are in -
stock. An inventory tag may be attached to each bike. When the bike is

sol&, the tag is taken off and the information recorded in the inventory - T
. /4ecord system. For accessories and parts, the dealer usually puts items%‘
.// in large drawers or stacks. The dealer keeps a lggi\of items that are Lo
/ low and also looks now and then to see dhat needs be restocked. Occa-

/

i

sionally, the dealer will dd a physical count of the inventory to confirm

//' records and to keep track of any problems loss or ﬁhgft. .
Below is a sample of an iﬁventory tag for a bicycle. o
- . -
- . Brand ' Royal Model No. 417 I N
) ' Frame Size 24" ] ’ Color black . o
\ éears 5 - Men's _ X /Women's ____ | .
4 | .Sertal-No. _"%Q 533484 R -




. 7/ . .

¢
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. In this example the tag ﬁas been filled out with information on a specific

”

bike. , - 7

Purchase Order
Ny ‘ ) '
A purchase order form is used to order bikes and other products.
Often.tﬁe distributor will have a printed form listing the products it
carries; you write down the quantity qf each item you want next to the

appropriate item number. The purchasé orders give you a record of what
your ordered and how much you spent.

- %%‘ .
° S Uﬂ;ma . T
°

In this sectian you learned about the basic steps in inventory selec-—

3

tion and inventory countrol. It is important to find reliable suppliers
. and to have good relations with them. It is also important to keep good ’ .

records of youf purchases and sales so you can reorder the kind of bikes

»

and accessories your customers want.

’

W




. Learning Activities

Individual Activities

a

o

l. Look in thé Yellow Pages of the telephone book under "Bicyclgs;"
-_Lfst ten bfand_names you see advertised in-%he adse. Also look under
“Bicycles--Wholesale and Manufacturers” to see if any are listed.
2. "Match the line oﬁ bikes best suited to these éustomers.
youngsters h
\ adults who race ‘ . “ s
mix of adults énd youngsters ‘ .

-~

Bike Lines: ,
a. A compléte line of -all types of bikes
-b. Speéializes in extra lightweight 10~-speed bikes .

c. One of best lines of moto-cross:bikes

3: Fill out the inventory tag form below for a white, 22 Women's 3-speed
bike--Royal Model No. 314 with Serial No. XY-371411. ° .. '
— , - P
Brand * " Model No. / ]
Frame Size . Color ) .
Gears* Men's /Women's :____
Serial No. _ ° & SR
- - P o Va

.

4.

j}pcx/éfgg;ed the following bikes

J . #

»
otal price of the order (without tax)?

Quantity .  Model Number, Price Per Blke
. 2°. . 494" $85
\ 1 5-47 0 " $154

from a distributor. What is the

b

»

3
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‘ ) 5. Explain why a bike store should have an inventory control system.

~

Discussion Questions

1. Give some advantages and disadvantages of having ; largél ijnvent:ory of

bicycles.

° - - .

. SN . 0
g. What: type of bikes do you think a bike store in your own local neigh- *
X borhood should carry? How many should it carry? Discuss. - T
Y " - \ . N L _ -— - o

-~ ~

3. Read over Ken and Nancy's plans for inventory. D@ think they

have good plans? Why, or why not?

‘ Gnoup Activity

~ .-
‘ . A new bike st:ore,s The Family" Bfke Shop, is orderiﬂg inventory. The " a
° owner has a budget of: $5,000 to spend on :ln:lt:ial invgntorg How many of .
each of the following t:ypes of bikes do .you think The““Famil}"_B‘lke Shop >

should buy? The namber aft:er the bike is the cpst: t:o ‘the dealer. * Your . -
total should be $5,000.0r less. - .t ’%f ~ -

2

. . Bike Descriptious '
Men's extra-light y $200,*

Women's extra-light ' 200 -~

L Men's light-weight " 150
Women's light-weight . . 150 .
Boy's light-weight 100,
iGirl's light-weight 100
Boy's middle-weight. - - 100
Girl's middle-weight . 100
Moto-cross’bikes . . 100

_ Boy's junior mode};? C 50

. B Girl's junior models 56
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Compare your recommendations with those of other students in your class. - | ‘
What else would you need to cOnsider\m:dering bikes? : |
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Setting Prices .
. ' .
To help you set prices for your bicycle store.
. -
Objective 1: Pick the best price for your
'" merchapdise ‘and servige. '3
: /
AN
‘; '
\ ~
S
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NANCY AND KEN SET PRICES

Nancy said, "We didn't have much choice on the price
for bikes and many of the accessories. We'd them at the

" manufacturer's suggested retail price, as we agreed to do.

If we sold them for more, customers would go elsewhere. ‘If
we sold them for less, we could not afford to stay in busi-
ness. The bikes cost us about 70% of the suggested retail
price, and the other 30% goes to cover our expenses and
profit. The markup on accessogples is generally higher, or
around 50%."

- To set a price for repair work, Ken--who had experience
in this area~—made a list of common repairs. He figured a
charge based on $20 an hour to cover labor and expenses and
to allow for some profit. He made a list of charges for
typical repairs- For example, he would charge $15 to
assemble a new bike. Ken called two other stores and asked

- for estimates on repair jobs. He decided his prices were

in line with the competition.

. After doing some sales projections, Ken reported, "I
figure we can realistically do enough business to cover our
exp%nses. But we may not have much left over at first to
pay oursgelves. - However, in a year or two weé should betable
to make an adequate living.” :

NI
. ‘ -

v

*
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- mainly through the selection of the brands and specific models to carry.

-
-

' operating or overhead expenses. Major expenses for Ken and Nancy are

&
Vv
- b_
/:

+

o Setting Prices

-
N » .

N

- ’ .“v

To be successful, a business must charge more for its merchandise
than it pays for it. In this unit you will learn about,pricing consid-
erations for a bicycle store. In general, bicycle stores charge the

manufacturer's 'suggested retail price. =~ The owner controls the prices

. -
¢ 13 .

¥

Components of Price ) %

1

Cost of goods sold. The cost Of goods sold is the amount a bicycle

store owner has to pay to the manufacturer or supplier for the bikes,

. accessories, and parts.+ The owner tries to'get a godd deal on the mer- R .

‘ . -~

chandise he or she buys. ‘ N ) \

- A e

- co —
Operating expenses. The other costs of runhing the business are

salaries and rent. They try to keep their expenses down so they can make

>

a profit. .
7 S ” /

Net Brofit. Net orofit‘is what 1is left after subtraqting the cost of ,

goods sold and operating expenses from the total sales of the store.' Ken

and Nancy will use some’of the profit for their salaries. The profit ' -

also includes taxes, money to repay 16ans, and money to improve the busi-’

ness. Often the owneé'of d bicycle store will make only a small profit at

first. Before starting a’store you should decide how much money you need

to live on. You should also decide whether a bicycle: stbre willtjé

likely: to provide you with, this imcome.

~



Establishing a Price(
Most bicycle manufacturers that sell through small bicycie stores want
- their dealers to follow their guidelines for a suggested retail price to
the customer. This is done to protect other dealers’ and the manufacturer ¢
from under- or over-prigcing. Accessories and parts may also haveta sug-
gested retail price. Sometimes a manufactuder will sponsor a promotional-
sale on a special or discontinued model. The dealer will then sell these

» o

bikes at a special reduced price.
The difference between the wholesale cost to 'the bicycle §tore and
the retail price to the customer is called the markup. There are differ- . .
ent ways to‘calculate markup. One method for figuringAmarkup is shqw&
below. . .
- .

o selling pricg — wholesale price ’ ..
selling price

‘ Markup on retail =

The markup on bicycles is around 30%4. For example, a bike selling
for $100 would cost the dealer $70 if there was a 30% markup.

$100 - $70 _ 4.4
— §100 .

Mafkup on retail =

The markup on accessories is higheg, often 50% or more. If a bike ‘ S
. 1%
. £ire cost the dealer $2.50 and was sold for $5, the markup would be 50%.
14 ( H
’ .

Markup on retail =

s

$5 - $2.50 s07 )
— §5

=a

’ The bicycle store owner does set;rates for repair worg. If the price -
ig too high,+people may do the répaif work themselves. If it is too low,
* the owner will not make money. The owner should decide on a charge based
‘on an hourly rate for labor and expeunses blus the cost of parts usgd.
Many:dealers post rates for common repairs to give customers an idea of
prices. They also provide individual estimates on more complicated

repair jobs. A tax charge is addeﬁ for the parts used in the repair work.

x >
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Customer Demand and Competition
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Bike stores must charge a reasomnable price for bikes.
customers will go to department stores or other sources.
stofes charge similar prices for the’ same bicycles.

work vary, but' rates should be in line with those of other loca1 dealers.

-

Summary

s

G
3

Otherwise,

Charges for repair

-

<

RS

~

Different bike .

4

.

Many of the pricing decisions for a bike store are made in the selec-

tion of innentory. Manufacturers usually have a suggested retail price.

~

The selling price includes,the cost! of . goods sold, operating expenses,

and profit.

Accessories have a higher markup percentage than bicycles--

meaning: more profit for the shop owner.

individual store. _

L

*
o

Repair prices are set by the
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Individual Activities

Learning Activities

“ *

1.

2,

' 4.

Q

5

-

List the three components of the selling price.

\

s

If the wholesale price for a bfke is $140 and the selling price is
$200, what is the markup? ‘

- L4 N .
‘If the retail cost of a bike seat is $10 and the marﬁup is 50%, what

>

is the wholesale price?

A

-~

You estimate it will take

A customer brings in a bicycle repair job.
a half-hour to do the joh, and you charge $20 per hour for labor.

+

“What should the estimate for the labor charge be?

-—Based—on—your—own—knowlédge and on bicycle ads you see in the paper,
. L4

« make a list of typical prices for three well-known Picycles. What do

you suppose are the manufacturer's ‘suggested prices for these bikes?

Do you know of any stores where yqu can get these bikes at a cheaper

If sa,.why do you suppose the prices are lower°

" rate?

.

*Discussion Questions .

A S

.Which was most

1. In one day a bicycle Bhop made these 'sales.
profitable? Why?
q e hd e Sales of $150 for bicycles at a 30% markup.

® Sales of $100 for: acnessories at a’ SOZ markup.




2. In one day_a bicycle shop made these sales. Which was most
profitable? Why?

Y

e Sale of one’-10-speed racing bike for $300 at a 30% markup.

® Sale of a youngster's bike at $100 and a 30% markdp.

List and discuss the .expenses a store owner might have that will
affect bgofits. ‘ ,

¢

Group Activity

3 1

Have each person take the role of a bike store owner, a customer, or

a bicycle manufacturer. Discuss the practice.of having a suggested
retail price. Would yomrather have the store owner or the bicycle
manufacturer set the .pthice how your preference might change
dé;;e’nding on )_;oin' point of view. :

- .

-
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Advertising and Selling

»

.
¢

Goal: To help you advertise and promote yQur store.

.

P -

Objective 1: Choose . the best way to advertise your
bicycle store for a specific purpose. i

bbjective 2: Design a pfinfed,ad for your bicycle
store. ’ )

. (23




NANCY AND KEN ADVERTISE

>
Free Wheeling Bicycle Store is ready to open. Namcy
and Ken had already prepared an ad to appear.in the Yellow
Pages of the telephone book. They knew that the Yellow
Pages would be a majqQr source of business for them, and
they timed the opening.of the store to match the new tele—
phone airectory distribution.

-

Nancy d scribes their advertising plan. "We don't have
much to spend on adyertising, and we need to decide wisely
how we spend it. The Yellow Pages will be our major on-
going advertising. We are planning an opeting celebration
the first week the store is open for business. We are run-
ning a newspaper ad, have distributed fliers, ‘and have
asked our friends to come by. We're going to give out bHree
balloons and sell T-shirts at half price with our Free

. Wheeling ngme on them. .This will help attract attention to

our store." o N

td

Ken adds, "A major way we advertise is the store itself.,

Lné’ﬁﬁﬁ@ﬁ?ﬁhce, both outside and ¥nside; has 4 lot to do
with creating an image. We had a bold sign done profes-
sionally for the outside of the 'shop. We have selected a

" few of our best bikes ‘and have arranged them attractively

in the front window to catch, people's eyes and draw them
in. Inside the store is uncluttered and clean, with acces-
sories clearly displayed. Nancy and I speﬁt a lot of time.
planning and arranging the store because we think it‘is
important. It' 8 not fancy, but you get the feeliqg that
it's a wal run stores” - .

The opening week-for the store was a success—=they ﬁad
over 200 people come in, and the' T-shirts were a big hit.
Many people commented on how attractive ‘the store was. Ken
and Nancy felt that they were off to a good start.

LY ~




Advertising and Selling‘

-

The purpose of advertising is to attract customers. ﬁow you -adver—
tise depends on-the cugtomers you want to reach. Bicycle stores do not
usually have a large budget for advertising, but the advertising they do
ié important in creating an image for. the store.

This.section will discuss:

. being aware of customer néeds;
° doing advertising and promotion?\and

»

° ' keeping a good store appearance.

&

Customer Needs

. . ' . -
.In planning how to attract customers to your shop, it is important %o
remember why people would use your services. \Peoplé‘buy bicycles for
recreation, transpoétation, exercise, and athletic competition. People
bring the bikes to the shop ‘for repair because they think the shop can do

the repairs better than they can or to save time. Customegs want depend-
§ 4'»*‘

bl : K

abl( repair work dt reasonable prices.

Advertising- and Promotion

There ére many ‘ways to advertise and promote a bicycle store. Adver—
tising can ée.expensive, and you must decide how much you can afford to .
spend. A business owner wants his or her advertising to be cost<effective--
that is, to bring in the most business at the leagt cost. That sounds ‘

easy, but it is difficult to do!

'Below are a number of ways to attract customers, to a bicycle store.

Y
4
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Yellow Pages of the: teléhbone book. When people want to buy or repair

4

a-bicycle, they will often look in the Yellow Pages.to locate «a local P

. bicycle store. Your Yellow Pages-ad should include the name, .address,

telephone number, and other relevant information on your store. The .
larger ads are naturall} more expensive. But they may be worth the extra -

cost iY‘they attract more customers. —

"Newspapers. Newspapers can reach large numbers of people at a rea— . - -
‘ ~
- sonable price. However, ads may not be seen’ by potential customers.

Sometimes ads in small local papers may be effective.

. .
v . v \

> Other promotional efforts. A direct mailing to target groups may be

used, particularly to announce a new arrival or a promotional sale.

Of ten manufacturers have catalogues that can be given to customers.
These catalogues are often very professionally done and are anrexcellent
form of promotion. You could also distribute fliers or posters and make
contacts with local bicycle touring g%d racing clubs. Ken and Nancy's

use of T-shirts and balloons is another example of a promotional effort. ' .

ey
'

----Radio-and televisioniieRadio_and_television reach maﬁy_p_gple but

they can be expensive, particularly television advertising. HoWever,

é
‘some large bicycle stores may find this ﬁ? an effective medium r them
iz £
‘to reach potential’ ‘customers.” 'L§; ) . o . .

- . - . >

Personal contacts. Friends, velatives, and people they refer can be .

a good source of business. You should have printed business cards with -
the name, address, and telephone number of the store to pass> out to
people you meet. Churches, clubs, and other organizations can also be a
source g% business. 7 C

A store owner will usually use a mix of advert¥dging and promotional
approathes. A new store may start with a large advertising budget’ to
attract new customers—-for example, a direct mailing to all residents of
the immediate n%ighborhood. ~ An established store would depend more on
repeat customersﬂand }eferrals. A store owner would probably advertise J

more at some tiées'of the year, such as before Christmas. At this time,

.

' L » -
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. _he or she might put a large.ad in the local pap&F.\ The advertising -

bdhget for a bic’cle stqré is usually about 1% to 24 of annual sales.
/
The layout and artwork for your advertising should be carefully
2 planned and of good quality. Usually a store will project an image
through its advertising. The image may stress low prices, good service,

or quality products. - Different images will appedl to’'different customers.

~

.

‘Store Appearance , S .-

. The customer's impres;ign'of the store will dépend largjhy on its
appearance. .The store's sign should be clearly readable;- evencat a dis-
tance. The‘;indow dispiay'shoqld be carefully arranged to catch people's
attention. Bicycles along with a selection of accessories can Qake an
attractive display. A féw posters, carefully selected and placed, may
add"tJ.thg display. #ome bicyéle shops will put aﬁ unusual bike in the
window, such as a‘two~séater, to atsract'attegtion. Potential customers

should also be able to see into the store to attract them to come inside.

~

The inside of,thé store should be attractive and inviting. Bicyclés
should be in neat row; wf;h‘a clear path for walking. The éispqus
shodld‘be neat, and the store should be clean and well lighted. The
. ‘store sgouid be a place where customers” will want to shop.

X ' -

»

~

of course, the neat appearance and courteous manner of the staff are

also imporiént im creating a pleasant atmosphére.'

0 . -

. A

Summa

4

Bicycle shop owners generally spend a I{mited amount on advertising. .
The Yellow Pages is the most common type of advertising, but many other
approaches can also be used. The appearance of the store is very impor-

tant in creating an image. -

.
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Learning Activities

I
’

‘ Individual Activities

~

1. Look at three aés in the Yellow ﬁages of the telephone book ‘under
"Biéycies" and answer these questions. °
as Which ad ddlyou think is t&g most at§;active? Why? N

+ b. Which ad do you think is most expensive? Why? ’ >
c. List four types of information most ads have. : ' .
d. Make a list of at ‘least five things you see in the ads that make °
a store §tand out as being specials
2. Call the business office of the telephone company and find oué what >

Yates itlgharges'for Yellow -Page qgf of various sizest

3. A bicycle store has sales of $150,000 a year. If the store spends 1%
of that a.year on advertising, how much does it spend?

>

4., List five ways to advertise or promote a bicycle storee

¢
5
-
.

5. Describe one of the local bicycle stores in you£ area—-both the out-
. side and inside of the store. List one thing you .like about the

appearance and one thing you aon'tglike. . .
-

Discussion Questions ) £

1. Make up a name for a bicycle store or find a name you like in the

teleﬁhone book. Expléin why you selected the name.

.




»
j,T.—J ! .
2. Think of effective ways a bicycle store could advertise in your local

area, in addition to the Yellow Pages. Try to be imaginative.

3. A bicycle store owner has the following choices for an ad in the
Yellow Pages and a budg

" Which size Yellow Pageft

other kind of advertisingmshould he or she do?

of $1,%00 for the year for-advertising.

ad do you think the owner should get? Whatk

o~

a. Short listing - $120/year
b. Medium-sized display ad - $600/year
c. Large display ad - $1,200/year_ )7 '

\ N

Groép Activity - . -

Prepare a simple ad for a bicycle store to appear in the Yellow
Pages. Include the naﬁé, address, telephone nuflmber, and other infbrma-
_tion about Jour store that you feel'is appropriate and would appeal to

your customers. Share your ad with the group and explaim why you

designed—it-as- you-did.

L2
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Goal:

Keeping Financial Records - %

’

To help you learn how to keep financial records for
your bicycle store.

Objective 1: Fill out a custemer sales receipt for

a sale. N
< (‘\ .

‘Objective 2: Fili out a daily cash sheet for money

you receive and pay out in one day. .
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+ NANCY AND KEN KEEP FINANCIAL RECORDS

-

Nancy and Ken have been in business for two years now
and are doing well. Beforé’fﬁey opened, they met with an
accountant anl set up a simple financial record system to-
keep track-of expenses and sales. .This system has worked
well for them. Nancy does most® of the bookkéeping. She
spends about half aoday-a week on recordkeeping.

Nancy }ays, It is important to do the bookkeeping on a
regular basis so you can anticipate any problems. I enjoy
doing the books. I like to know that everything is in
order and accounted for. ‘And I like to organizé& the infor-
mation in a way that helps us in making our business
decisions.” - .

One way Nancy .used the financial information was to
‘analyze the profitability of the repair work. The repair
shop was very busy, and she and Ken were pleased that cus-
tomers were coming to them. However, when Nancy subtracted

‘* the expenses of the shop from the money it brought in, she

found they were not making any profit. The only expense
they could really reduce was to cu;;Jeff's salary. How-
ever, he had worked out well, and they wanted to reward him
for his good performance. They decided to increase their ' .
prices for repair work., They found afterwards that they
did almost as much business and now were making a good .
prafit.

Nancy also used the financial information in other
ways. She made a budget and planned how much inventory.
they could afford -to buy, particularly before their busy
seasons when they wanted to buy as much stock as they could
afford. .

-

. .
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Kéﬁping Financial Records

Sometimes a bqsiﬁ;ss will have a high volume of sales but-will not be
making a profit. A; a -bicycle store owner, you must have a clegr way to
keep track of the money. A bicycle'store can have a simple systeﬁ for
keeping records. This unit will discuss the importance of keepinéﬂfinan-
cial records and will give exampies of the type of recdords that might be
SN

kept. ha

7’

Importance of Financial Records : -

The purposes of keeping financial records ipclude:

e making business decisions and plans; ) ~

s keeping track of revenues (money coming in);

"o keeping £;ack of expenses (money going out);

e preparing taxes and-other business reports for govérnment agencies;
- o seeing which items are mostgprofitable;

e determining profits;

. knowing how much cash %s available to buy inventory; and ‘

. paring actual costs with budgeted costs.

Keeping financial records for a small bicycle store should‘not take
more than a few hours a week. You as the owher dé not need to do the
bookkeeping. gnn—you‘should thoroughly underétand the system so you can
get the information needed to plan and make decisions. ?ou may need to
do some studyiné in the areas of accounting anq bookkeeping and get the

advice of an accountant.
»* L4

. This unit discusses the sales s}ip, the Qork o;deé, and the daily
cash sheet. Other gecords;pight include paygollvrecqrds, income tax
records, and records groubéﬁ by type qﬁ expense. These records are
periodically summarized and organized-into forms that show how the busi-

ness is doing, such as a balance sheet and a profit/loss statement.
§
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‘ - Sales . .o

To keep on top of sales, you will need-answédrs to questiéns such a's:
(1) how many sales were made? (2) what types of items were sold and how

»

many? and (3) what was the dollar amount of thg sales? .

4

l\
Y

Salés are usually recorded at the tiﬁe/df the sale when customers pay
for their'purchases. -The salesperson will fill out a, sales sliﬁ. These
° . sales are rung up and recorded on.a cash regisggr. Sales inp feceipts
and cash register tapes form the basis of any bookkeeping system. This
infonmatibn will givé you feedback on the total amount of saleé for that
day. The daily cash register totals are used to check the amount on the

sales slips.

When a customér makes a purchase, he or she is given a sales slip.
The sales slip prox;ides the customer with proof of payment in case the
customer wants to return the pgrchase. A ‘second copy of the sales slip

‘ is kept at the store. This is one way to keep track .of store inventory.

This is a copy of the sales sIip that Ken and Nancy use.

- , . L SALES SLIP -
pate July 13, 19XX
Customer___G. Anderson
DESCRIPTION OF SALE ' PRICE
Roval Mini Mount X37 . 129195
; 14", red, Serial No.
T 48321 .
) A
2

cash  [X} Subtotal 129{95 -

. ., | Charge | Sales Tax 6! 50

' ° ' . ! TOTAL 136| 45 ‘ i

ERIC o - A |




For a bicycle sale, the sales slip will usually include the brand,
model number, sizes; color, gears, and serial number, as _shown in this

example. .

I4

Credit- Sales
Cash sales are paid for 3ith cash or a check. A credit sale usually
invSiveb a payment that is delayed until some future billing datet Most
bicycle stores accept majo .credit cards, such as Visa or MasterCard.
Credit cards are a pogulg:%>ay of buying. The advantages of usihg a
major credit card system are that: (1) it is a convenient service for
_the customer; (2) it reduces your rigk of giving credit and not getting

paid; and (3) your money is not tied up in debts and unpaid bills.

-

a

This cred}t plan usually costs you a gservice charge. But in return
for paying the credit card company a percentage (usually 3% to 4%) of
charged sales, .ydu will receive immediate payment. You are not respon-—
sible éor any credit investiéation, billing, bookkeeping, or collection
chores. However, ;s a store owner youﬁyfil have to consider whether you
can afford the services of a credit cafd company. You will have to
decide wﬁether this service will be a selling-pdint in getting customers
for your store.

Most business experts advise against opening your own store charge
accounts. It requires a 1ot.of work and effort, and it will tie up a
la;ge amount of money. You would have to approve credit for your cugr
tomers., You would be responsible for billing, bookkeeping, and collect-—
ing payments. .

. ] *

Work Order ‘ : e
— 3 .

For repair work the store may use a sales slip or a work ordér form.
*

. The work order form can-be useful #n making a record of the work to be

>

. 72 o
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: ’ _ dome. It organizes who should do it and when. Below is a sémple work
order form filled out for a bicycle repair job.

A} ~

AN
a ) WORK ORDER
! L4
[FROM: Free Wheeling Bicycle Store DATE:  August 5, 19XX
+ 834 Main Street ) WORK ORDER NUMBER: 75
. ', - Glendale > ORDER -TAKEN BY: Ken.
. WORK ‘FOR: Mary Gonzales START WORK ON: _August 7
3824 Elm Street | _ FINISH WORK ON: _August 7
Glendale ' >
Person .. ) '
Doing Work Degcription of Work Total Cost
) . ’ Jeff Complete overhaul . $35.00
WORK FINISHED ON«¢ .
: BY: TOTAL COST $35.00
N . ) includes
. . . tax on parts)

) : There should also be a'system for matching the bike with the work

order, ‘such as putting a tag with the work order number on the bitke.

-

«

Daily Cash Sheet M
«

A daily cash sheet such as the one below can beMsged to keep track of
‘the ‘money coming into and going out of a business each day. This form is
only a sample; the systemftused will depend on the speecific business. )

. ' . ' ) . .‘
o s - 73




N

Credit sales listed under cash receipts refers to money that comes in
to pay for past credit sales. The daily cash sheet does not record the

amount that is still owed the shop by charge' customers.

DAILY CASH SHEET -~

Cash Receipts : é Cash Payments

-

Cash Sales $ 300.00 | Salaries " $ 560.00
Credit Sales 111.41 Building Expensé%
) Equipment and Furniture 200.00

Inventory or Supplies
Advertiging
. . : . . Other (insurance) 156.25
TOTAL CASH RECEIPTS $§ 411.41 TOTAL CASH PAYMENTS . $ 856.25

)
y

Irr this>sample for a particular day there was $411.41 in cash recepits
and $856.25 in cash payments. These daily forms would be periodically

,summarized to determine the weekly or monthly cash position.
D N

.
»

Kt

o

Summarz

. . - .
Keeping careful records can be key to the success of a bicycle store.

The specific forms and system used should be designed to meet the needs$ of

a particular business. ‘ .

. ’ | <




‘ Learning Activities

Individual Activities

1. List four reasons for keeping financial records.

2. Fill out the sales slip below using thf; information. - Fred Jones came
into Free Wheeling Bicycle Store onyJune 5, 1981 apd bought a basket
for $10.95 and a tool bag for $5.49. The tax was 5%. He p;id cash.

¢

SALES SLIP
Date
Customer
. DESCRIPTION OF SALE ’ PRICE
: <
. A
/
' Cash [::] N . Subtotal : ,
- ’ ' Charge [ | E Sales Tax
. : TOTAL
o : ~
\ X -




) 3. Complete this daily cash sheet using the information below regarding

cash transactions in one day.

. Tramsaction ’ Anount .
Advertising in Yellow Pages - $100.00

Insurance Payment 85.00

Salaries 405.00

Collection on Credit Sales 432.50 ‘
- \

¢ 3

7 |
DAILY CASH SHEET : .
' d VA ‘
Cash Receipts e Cash Payments
. ‘ . {
Cash Sales $ . 8alaries - $
Qredit Sales Building Expenses .
Equipment and Furniture,
Inventory or Supplies ' '
e ‘ Advertising . ‘
. Other
TOTAL CASH RECEIPTS $_ TOTAL CASH PAYMENTS $
4 .
4, Whaé _is‘é work order form and when is ity used? (

3

5. How could an.adult in your local community get tfﬁinfﬁg in accounting

A

or bookkeeping?

Discussion Questions

1. Do you think it is better for.the'bwner of a bicycle store to keep .

all the financial records or to hire someone else to do it? Discuss.
< - .

-
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e

Ho \
o)
K‘ / 2. Mould you prefer a customer to pay in cash, by check or by credit

.

card? Why2 - .

Group Activity

.

" Make a list of the types of decisions Nancy and Ken need to make in

their business in which it would be helpful to have information from
\;;

financial records.

L4
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Goal:

©

‘

-

. 7
Keeping Your Bicycle Store Successful .

.. N

‘ ©

To Rhelp you learn how to stay successful.

Objective 1: Given information about a store's
incéme and expenses, figure out the net profit |
(before taxes), profit ratio, and expense ratjo. P
Objective 2: State ways to increase profiis.

Objective 3: Suggest *Wkway to change a business to
irdcrease sales. . .

.




KEN AND NANCY KEEP THEIR BICYCLE STORE SﬁCCESSFUL

~

Free Wheeling Bicycle Store has been in business for
three years now. ~During the first year, the average mounthly
sales climbed steadily; they continued to grow at a slower
rate in the second year. Nancy says, " The people in the
local communit§ know us now and come to us for bicycles and
repairs. ‘I'think our business has leveled off and will
continue at a fairly steady level. We're not getting rich
off the store, but we didn't really expect to. We're
making a good living, and we enjoy our work."

Ken adds, "It hasn't been ea%yl especially at first,
We put in long hours and didn't do much else but run the
. . store. And then there was the time we overbought on some
slow-moving bikes and ran short of cash. I didn't sleep
very well for a few nights thérel” ‘

* ! )

Ken continues, "We're cgﬁstantly thinking of ways to
improve our service-and-better meet -the needs of customers.
I bought a van and have been using it to deliver bikes.
Customers have been-pleased with that service. ‘Now we're
. reevaluating the bikes we farry. The sales of our majer
] line, Royal, are strong, but our second line is slipping.

: : The styles just aren't keeping up with the trends._ We're -
vt considering adding 4 -third brand and perhaps dropping the
slow one. Right now we'ge deciding which brand to add to
our invehtory and how many to buy.” >

4 ! .
[
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’ Keeping Your Bicycl&Store Successful

P .

/

- 4
AgBysiness must make a preﬁ}tvto continue. The amount- of profit is
{ .
y to evaluage a -business, but personal satisfacﬁ%;? should also be

one W
considered. This unit discusses profit and personal sakisfaction, using

a profit/loss statement, and ways to increase profits.

Profit and Personal Satisfaction

4

Many people start a small business hoping to make more money than
they would if they were working for someone else. They Eake a risk with.
their money. Some people make a lot of money, some make an adequate
living, and some do not make enough profit to stay in business. Differ—

ent people are satisfied making different amounts of money from their

*

business. ) »

. .
There are other considerations to being a small business owner. Some

people like working for themselves. They may enjoy <the independence, the

challenge, or being able to make all the decisions. They are usually
-persistent, hard-working, and motivated. Otﬁer-peoplé'don't like it,
\\even whén their business is profitable. They may not like-the worries,
responsibility, the long hours, or making so many decisions. So oper=
ating a small business is certainly not'right for everyone; and being

hebpy‘may be more important than making a large profit.

. Keep;gg Track of Profits

s

’

Prpfit is the reward- for your hard work. Net profit is defined as
the amount left over from your revenues ksales) afrer all your business -

expenses have been paid. When you add all the figures over the whole

g0
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‘ year, you will come up with a profit/loss statement. A profit/loss
statement will tell you how much profit you have made over the year and

the direction your business is taking from year to year. -

Parts of a Profit/Loss Statement .

The profit/loss statement consists ofufiyé/;ain parts.,
e Revenues: the money coming intp your store from retail cash and

&4 “
credit sales.

° Cost of goods sold: the wholesale cost of your inven!ory (includ-~

ing transportation charges) that will be resold to your customers.
® . Gross profit: the amount of money from retail sales after paying
- the wholesale co;ts of the items.

o Exéenses: all the/money you spent operating your business. This
includes employees' salaries, rent, utilitiesl supplies, adver-
tising, and so on. ©

‘ e Net profit: the amount of money left over from your‘gross profit

’ o , <after all the store's expenses have been paid (Net‘Profit = Gross
. Profit - Expenses). Net profit in our eiémple includes the

owner's salary, taxes, money to repay loans, and money to invest

~

-
>

J . 1ln the store. '
Store owners know how much they spend to buy-.their inventory. There
— . .
are different methods for deciding how to value goods sold during a
specific period.of time. Following is the equation used to determine

b < cost of goods sold, and an example.
Feginning invenkory ,g-. .o o $ 25,000
- + Purchases during”the périod + 100,000 ‘
e - Total available merghandgsé’. ] . ’ 125,000 .
- Endiqgllnventog; * . - _ 20,000 -
Cost of Goods Sold : $105, 000
‘ ‘ Y 1f you started with $25,000.worth of inventory and bought $100, 000

v

"during the year, you would have $125,000 of available merchandise to seli.

D81 g
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.

» \f you counted the inventory at tﬁe end of the year ard had $20, 000 wort%
" of .merchandise left, your cost of goods sold would be $105,000.

Here is ati example of a P/L statement for Free Wheeling.

) - A . Year 2 \
. . s 1
. . Revenues . ) ' ] 4 '
Cash Sales 40,000
. Credit Sales 60,000 5
TOTAL 100, 000 100%
‘Cost of Goods Sold 60,000 60%
Gross Profit 40,000 ' , 40%
Expenses X '
salaries ' 10, 500 ' .
Building Expenses ¢ 15,000 *
‘Supplies 500 °
Advertising 1,200 . .
Oiher ) . - 800 ’
TOTAL 28,000 y 28%
YNet Profit 12,000 12%
e (includes owner's salary Q C - . .

PROFIT/LOSS STATEMENT

¢

and income tax)

A profit ratio and an expense ratio can-be computed from the infor-
mation on the. profit/loss statement. They show the percentage of profit
and expenses to sales and are useful in comparing the performance of a_

business from-year to year. They are computed as follows:
. N

¥




; . /
. - " [
R Profit ratic = Net prefit
N Revenues
< . d
N a( * 2 E N A\
: Expense ratio = ——byuo8 .
" -~ Revenues . .
s . i N :
. In Year 2 of Nancy and Ken' s business, the profit ratio was 12%, and .
the éxpense ratio. was 28%. ' ’
. ‘Q.. v - - . N
e S . ' LY : -
yo X
. How to:Increase Profits . ' o
- @ ° » . T. .

- You can'iﬁcrease prbfits lﬁ increasing the amourit of money coming in -

or by decreasing expenses.”.’*"lt‘sounds easy, but it is often difficult to
- ! . - . , . . ' v ,

M
» - N - ’
g . . .
- . .

do. .

- R - . " e, » -

The two ways to increase. x‘evenues are to increase prices and/or to
j{r(ease the vqlume of business. Bicycle store owners usually focus.on
’ increasing the volume of business. Howato do that will depend on the '

specific situation of the store. ‘These are some ways to increase your

— 9 A -, .. Vd -
‘ bfsiness volume. , .
' ) e Stock moreé desirable inventory. T . ‘ ' . . -~
.o ‘o Specialize in more profitable products or services.
- ‘ ® Provide bettdr service.
.. e Do more advertising. R .
3 { % “ - o 4 »
] -¢ . Find a better location. s . T '
- 3 > i ) 0— ) i} 3 )
' These 4re some ways to decrease expenses. ‘ e a
—(. ) ‘ - ’ ’ . - ¢ -
Y ., Reduce wastea . N i . T o Y
o . ” .t".:",. . i
R K Introduce more eff‘icient procedures. h g
‘e Reduce exp,ensés suc¢h as salaries, advertising, or rent. . i
. Gl T e
R . Catry less ipventory. R C s e ' TS
/M\ , ] ] v . - ) e ;'.:
! q-. . . L. Y . ~ ~ . ] - ] . ‘:,;:}1‘)%“‘ v -
. /Some imes it- is difficult to reduce éxpenses much without also reduc~ , "
B W L
e - . #ng the q'\alit»y\of the services provided which may lead to a loss of :
e . customers. Making -business decisions requires good judgment. '
- - ¢ . . . - .\,m\"»/'” { .
L - ; ° .o : L. I St ¥ -
-9 I . ‘T . . - P * v - - . “®, .
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Summary

A company must make a profit to stay in business. A profit/loss
statement shows the dwner how much profit there is and can be used to
’ -~
. - decide on-areas~whe£e~impfevemenCB—eaa—behmadef——Bersonal_satisfaeéionrw’faf

as well as profit, are important to the small business owner.
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Learning Activities

. e
- .
»
e . - -

Individual Activities - ¢

.

List four ways a bicycle store could increase sales.

and net profit is

chnnual sales of $200,000.

1. i

2. List four ways a bicycle store could reduce expenses.

s ‘ N

3. A bitycle store had $35,000 worth of Jnerchandise ‘at the beginning of
the year and bought $150,000 of invendpory during: the year. At the
end of the year the inventory was $40,000. What was the cost! of
goods sold for the year? ) Z

a ! ¥

4. A bicycle store had $120,000 of sales during a year. ‘'The cost of
goods sold was $75,000, and expenses were $30 000 What was the
gross/Erofit. What was the net Et\tfit .

5. A bicycle store ha Expensés are $50,000,

§ 0,000. What is' the expense ratio? What is t‘h?

‘

’

\profit ratio?

L4

ST _ Discugsion Questions St L

1. A store was sellit?g $200,Q000 worth of bikes a year at a porofit ratio
of 12%4. To increase sales the c;wner‘ started to ca;ry less expensive
bikes with a lower markup peréiitag\e- Sales increased to $300,00b,
and the profit ratio was 8%. 'Wa.s the store moye profitable the

second year? Discuss the relationship between price, sales volume,

,f> and“profit. \ " "\.._'. a




L

2. Twogbicyclé store owners figured out how 6uch‘of their income came:
from qelling bikes, from selling accessories,'gna from doing repair
works The breakdowns aré listed below. Both stores had a total of

$150,000 in annual sales, yet store B made more profit than store A.

4v7:ng_g§genses for both stores were about the same. HoW do yeu account

¥ -
for the difference in profits?
e o . s ' .
b ' Store A Store B >
. .
* . o . - - .
Bike Sales 4 40% o 30% : . )
. ; . s
Accessory Sales t30% . 50%

Repair Work 30% 20%

-

*3

3. Suppose that(; full-time empleyee of a bicycle store earns $10,000 a
_year. How much do you think the owner, who also works full~time in a—

“the store, should earn?. Discusss . ) o
*  a. $8,000 ) o -
be  $10,000 o S ' -
c. $10,000 to §15,000° ‘
d. $15,000 to $25,000 s ° "
e. over $25,000 . )
A R e e :

Group Activity

>

Followdng is a two-year profit/loss statemént for the Free Wheeling

" Bicycle Store' 8 second and third years in business. »Collpare the two -

years. How do you account for the difference,}n the profit ratio?

.
..
- ~

-«
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v TWO-YEAR PROFIT/ LdSS STATEMENT
. R gearAZ -~ ~T " Year 3 T
A -
’ $ yas $ %
—
Revenues ’
}, Cash Sales ) 40,00Q 50,000
Credit Card Sa1e§ 60,000, %_ZLQOQ
“ 0 % 100,000 100% " 125,000 <L 100%
s —E
?Cost of Goods Sold - 60, 000 60;/9 77,500 62%
tross Profit - 48,000 40% 47,500 38
. -
‘ Expenses & ]
Salaries ’ 10, 500 10,000 ’
Building Expenses 15,000 " 16,000
*.” Supplies, 500, \ L 900 4
Advertising 1,200 1,500 ’
Other 800 , 1,000
. L ) . o7 ,
N TOTAL N 28, 000 > 2879 29 ) 000 23. 279
Net.Profit ‘ - 12,000 127 18,500 14,8
~ ?‘ !
i « , X
. . . . .
”~ N 4 t
. e l' . L;_ . :
° S T X
A ) .
‘ - A RS o . .
..t ":.. , .
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L SUMMARY

Most communities have a neighborhbod bicycle store that
sells and repairs bikes. You need considerable capital to
buy the inventory to start a bicycle store. But a well-
managed store that is responsive to customer prefei@nces
can be successful. Other factors that influence a store’ s
chancesﬂof success include general economic conditions and
trends in bicycle usaée. Favoéabie indicators for bicy-
cling include increased fuel prices, concern with physical'

fitness, and interest in bicycle racing.

Starting your .own bicycle store can be-a-rewarding
challenge. Many people like working for themselves and
being their. own boss.

start a store expecting to make large amounts of money.

’ Working in a bicycle store would be good experience for

someone considering owning a 5tore someddy. In order, to

Most bicycle storé owners do not -

own and operate a bicycle store you need skills in business .

management, bicycle repair, and sales. You can gain these

skills through a combination of work experience and. classes
id distributive education, business management, and bicycTIe

1

repair.

L
%

Operating a smali business is not appropriate for

everyone. It takes hard work and can'be_risky to start

t

your own’businéss. Many people prefer to work ‘as an

employee and to leave the details of managing the business
to someone else. You shobld think Bbout what is important
to you "in considering if you mighx like 'to start _your own

bicycle stora. °

£l




1.

-~

Which is the least likely service of a bicycle

a. »Assemble bikes C e i
b. Rent bikes .
c. Repair bikes )

. 4
) d. Sell bike accessories -

2.

List three personalxiualtties the owner of

should have.

List a major advantage for a customer that

has over a department store.

- 1)

-

“include:

a. a business license. .

-

b. a sales tax permit.

c. registration of a fictitious name.

d. all of the abéye.

y ~

List the two major things to think about in deciding on

the area in which to locate a bike shop.

v

. % . e

a bicycle store

store? .

a bike store

»

The legal requirements‘to-opefate aTSicycle store may

[

%

W




6.

N a

Which “location would be best for a bike shop?

-

8.

|

10.

a. Downtbwn area, high rent . 1
b. Shopping ceﬁter, high rent "

c. Business area, moderate rent >

d. Away froﬁﬂoﬁher/gqé;é;;'lbw.rent -

v -

List the three kinds of information you must give to the

.

bank in order to get a loan.

a.

b,

c* s 4"'.

Jose' Garcia 1is starting a bicycle‘storec
starting expenses will be $30,000! He has $15,000 to
invest, £nd he botrowed '$5,000 from his family. How much
does he need to bor;ow?'

® ¢ o .
Which of the following employees would be the best person

to manage your bike store when you're gone? -

a. Someone ‘ho has done repair work . o
b. Someone who has done sales ) .

c. Somepne who has done both sales and repair work

\ S .
*,

List tA; five hasic steps in selling merchandise.

' ; J
ae f . ; ¢ *
be , '
Ce A N .
.d. ) P .
€. . ~

He estimates his-
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The following people applied for a jgb at Wheel Away Bike

ance, previous employer says he needs constant super-

s

B
» . -

11.
» Shop. Based on these interview notes, wﬁfch persen is
least qUaiified7
a. Daniel-—25, experience in dry cleaning, sloppy appear—
vision. . . )
. b. Jason—-18, ﬁigh school graduate, mechanical interests,
i ‘ friendly. . A N
l }Ji t. Lucille--23, has worked as a sales clerk for two
i

12.

13.

. '140

.

yeare, pleasant appearance.
d Noyeen-—34, wants/a part—-time job, can work Saturday
ﬁna Sunday. . ) ’ Vv .
“ ( oo
What factor is least important in selecting suppliers for

yoar store?
a. Prices
b. Reliability
c. Location near your store

d. Quality of the merchandise ) ~

N

A bicycle stare owner ordered three bikes for }80 each and

five bikes for $120 each. What was the total cost on the

.
[

<,n .
The selling price for a child's bik® is $120, and “the
markub is 30%.

-

purchase order?

"What 1s the wholesale~price for the bike?

15.° hhieh is the best way to attract customers who know they

. f

want to buy a bike? ~ )

a.’ Newspaper advertisement < -

b. Attractive display window .
' Yellow Pages of the telephone book
d.’ Spe%ial létter to cycle club members.”

9 X

Y 7

-

{
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16. List the three most important things to include in an ad

' for a bicycle store. -~
RE-TI \
¢ - < b. ! 4 / R
c. - S
17, A customer buys a bigycle seat for $10.95 and a shirt for . .
“$5.95. The tax is $1.02. How much is the total sale? M
18. WTﬁ‘e_h of the following information does a daily cash sheet 7 A%
include? ’
. s,
“ a. ., Cash sales and. payments
s
"b. CaBh siles, payments, and profits
c. Cash sales, payments, and debts .
) d. Cash sales, payments, profits, and debts ‘
19. Downtown Bicycle Stor? has sales of $250,000 'for the year. ,
. The cost of goods sold is $125,000, and other expenses are ) ‘
) $75,000. Compute the following: /
. a. Net Profit = . . ’ .
} b. ‘Profit Ratio = .
c. Expense Ratio = N
» ) » * ‘
« 20. List two main_things a busi-ne;ss can do to irdlcrlease profits. 4
3 : ' ‘ ' '
' a. < - . -
: \.1 y . " {: a' .
. . b |
t . ' ) . . . - ¢ - )
< 21. List two things a bicycle stord can do to increase sales. i
. C o a. ‘ -
— , ~ -3 .
b. .
‘ - * .
] r “ -, -
) .
- - - K] ? r - ’ = l
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«
- 4

" General s

[ -

Agriculture

' «
. . Marketing and
B Distribution

. -

P ———— . —

1y Business and
. : Office

f 2

Occupatiénal,
Home Economics

. N

4
. ’ Technical

. Trades and
. Industty

>

Health ~

Vocational Discipline

P

Entrepreneu

°
.

ROJECT PRODUCTS., '

rship Training Components

B

Module

Module
Modui}
ModLle
Module
Module

-

Module
Module
Modulé
Module
Module
Module
Module

.

Module
Module
Module

//ﬁgdule
Module
- * « Module

Modulé
Module

Module
. Module
Module
Module
Module

Module
Module
Module
[ )

Module
Module
Module
+ Module
Module
* M;ddle
Module

Re

Module MNumber and Tit?e

1 - Getting'Dowa to Business: What's It All About? ‘

Y
2 :.- F:x:y@quipment_ Repaiyr
3 - Tree Segrvice »

°

4 - Garden Center

5 - Fertilizer.and Pesticide Zervice _

6 - Dairy Farming .
7 =~ Apparel Store

8 - Specialty Food Store -
9 - Travel Agency--— --

3

( .

’

10 - Bicycle Store

11 - Flower and Plant Store >

12 - Business and Personal Service
13 - Innkeeping ,

\

14 -~ NUrsing Service -

IS - Wheelchair Transportation Service

16 - Health ﬁzla .

17 - Answering §er;ice .
.18 - Secretarial Servic;‘,

19,- Bookkeeping Service

20 - goé%vare Design Cempany

2] - Word Proceysing Service

22 - Restaurant\Business .
23 - Day Care Center

26 - Hvéﬁecleaning,Service

25 < Séwing Sewvice’ ;’

26 - Home Attendant SerVite

27 - Guard Service
287~ Pest Comtrol Service

29 - Eperg§ Specialist Service

°
30
31
32
33
34

4
35
36

i
- Hair Styling Shop
- Auto Repair Shop

v
.
»

- Welding Business

s

- Ggestruction Electrician Business

- Ca‘t:ntry Business -~ (

- P

r

ing Busines; N

lated Resources .

Redource Guide of Existing Entrepreneurship Materials

-
’

Handbook on Utilization of the Entrepreneurship Traiping Coﬁvonents

- Afr Conditioping and Heating Service-
»

-

.

»

.
4




