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SUBJECT BUSINESS COMMUNICATIONS

LESSON BC3 BUSINESS LETTERS AND REPORTS

INSTRUCTOR'S GUIDE.

OVERVIEW

This lesson gives the students an opportunity to learn and practise
the skills of letter and report.writing.

The instructor should, depending on the students' needs create
exercises throughout the course to help them develop their writing
skills. The instructor should occasionally provide an exercise which
could be done during class time or as a take-home exercise.

The students should be reminded of the importance of developing
written communication skills. It is unlikely that they will fully
appreciate the need for these skills until they are faced with this
need in the business world.

OBJECTIVES

1. The student will write an acceptable business letter.

2. The student will write an acceptable business report.

REFERENCE MATERIAL FOR INSTRUCTOR

1. University of Texas Extension Division. Communications, Oral and
Written. Austin, Texas: University of Texas Press, 1964,
Units IX and X.

2. Federal Elective Corporation. How to Write Effective Reports.
Reading, Massachusetts: Adrian Wesley Pub. Company ffiE7,
1965. (Programmed Instruction Text)
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BC3

RESOURCES REQUIRED

1. Projectuals: BC3-1, "Kinds of Written Communication"
BC3-2, "Parts of a Business Letter"
BC3-3, "Parts of a Written Report"

2. Letter writing paper and envelopes for each student.

3. Flip charts.

METHODOLOGY

1. Hand out Readings.

2. Read Purpose and Introduction.

PURPOSE

In this lesson you will discuss and practise preparing sample
business letters and reports.

INTRODUCTION

The businessman's two most important types of written communic-
ation are letters and reports. Carefully prepared letters and
reports area big help to your business; they help you to get things
done. A written .-.eport may be prepared' to support a loan applicat-
ion or to apply ior a licence. Letters may be used to order
supplies, sell your product, collect accounts, and answer complaints
and inquiries.

Whatever the purpose of letters and reports, you may be assured
that you-will have to make use of these types of communication' in
your business career. Learning them properly now will save you
time and effort later.

OBJECTIVE 1: THE ST'JDENT WILL WRITE AN ACCEPTABLE BUSINESS LETTER.

Stimulus

3. Write the following message on a flip chart or hand out copies to
students. Explain that it was sent by a supervisor to his
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BC3

janitorial staff.

"Henceforth, it is expressly forbidden for custodial
workers to utilize the chemical X -22 on copper conduit,
because an invariable result of such utilization is
that the resultant chemical reaction has a deleterious
effect on the walls of the conduit."

Clarify Problem

4. Ask:HWhat is wrong with this written communication?" Discuss and
list the answers on the flip chart. Tell students ( and write on
Chart) that the message could have been written like this: "The
chemical X-22 will eat away the walls of copper pipe. Do not use
it on copper pipe". Discuss.

Provide Information

S. Read Section 1 of Reading.

CONTENT

1. What Should A Business Letter or Report Do?

Business letters and reports should tell the reader what
you and your business are like. They should be:

a. Correct get the facts right and write as neatly as
possible.

b. Clear choose the best words, make sure the reader
understands what you mean.

c. Short make them.as short as possible and to the point.
Use short words and sentences wherever possible.

d. Courteous and Friendly people will listen to you if
you do not make them angry. Say "W.ease, thank you,.or.
I'm sorry", when necessary.

6. Show Projectual BC3-1, "Kinds of Written Communication In Business".
Stress the importance of prospective business owner-managers being
able to.write.

7. Ask students to list on flip chart different types cf hisiness
letters they may have to write in business. Discuss,
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BC3

8. Read and dis:uSs Section 2 of Readings.

2. Different Kinds of Business Letters

When you write a letter. you should ask yourself,"what
do I want to say and what kind of a ',)usiness letter will say
it best?" Here are some types of business letters you may use:

a. Collection letters
A collection letter has two purposes:

(1) the first is to get the money
(2) the second is to keep the customer.

Many people tend to concentrate so hard on the first
purpose -(get the money) that they overlook the second.
Usually a series of collection letters, ranging from a
casual reminder to threats of court action, are used to
collect accounts. An example is shown on the next page.

Letters That Must Say "No"
These letters seek to Lake the customer understand why
the business cannot give him what he wants. They should
appeal to the customer's sense of fairness.

c. Sales Letters
The sales letter should get the reader's attention,
interest, make him want your product, and finally get
him to buy it.

Can you think of other types of business letters you may
have to write?

9. Show Projectual BC3-2, "Parts of a Business Letter ".. Discuss in
detail. Instructor may make references to letters written in pre-
vious lesson.

10. Ask the students to write a business letter using one of the topics
suggested below. These topics could also be used for future letter-
writing exercises. In this exercise, the emphasis is the format
of the letter. As students progress, the instructor should work
on the qualities of clarity and correct grammar. Useful suggest-
ions on letter-writing can be found in the booklet Communications,
Oral and Written.

a. Ask each student to write a letter to some government depart-
ment, bank or credit union asking for a loan to start the
business of his choice.
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Hilltop Hardware
Hilltop, Saskatchewan
June 22, 1972

Johnson's Outfitting
DEEP LAKE
Saskatchewan

Dear Mr. Johnson:

Just a friendly reminder that your account of
$25.00 is past due. If your cheque is already in
the mail -- thank you. If not, please give this
account your usual early attention.

Yours truly,

John Smith
Manager

JS/dr
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OR

b. Ask student to write a business letter on one of the following
subjects:

(1) Collecting an account not long overdue.

(2) Offering congratulations on a new job.

(3) Motivating an employee.

(4) Saying "yes" to a customer who asks for credit at your
store.

(5) Saying "no" to a customer who asks for credit at your
store.

(6) Answering a complaint by a customer.

(7) Collecting an account just before taking court action.

(8) Telling a supplier (wholesaler) that his goods were not
satisfactory.

Check letters to see that they conform to the suggested form
in the lesson. Have students revise or re-write an unaccept-
able letter before going on to the next section.

Indicator

11. Correct letters written in exercise and return to students.
Ask for another letter if necessary.

OBJECTIVE 2: THE STUDENT WILL WRITE AN ACCEPTABLE
BUSINESS REPORT.

Stimulus

1. Show the Projectual BC3-3, "The Parts of a Written Report".
Explain to the students that a diagram in the Readings will
constructed to show the relative length that is given to each
of the six parts of a report. For example, the body is much
longer than the introduction or the appendix.

2. Read Sections 3 and 4 of the Readings and discuss each section.
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3. Writing a Business Report

Good business reports are short and to the point. The
reading habits of busy people make it necessary for you to
plan what' you are going to write, and then say it in as few
words as possible.

a. The ABC's of Writing a Report
Your report shoulde:

A Accui,te get the facts right. Mistakes waste time
and money.

B Brief be short and to the point. Make the best
use of every word.

C Clear make the reader Understand what you mean.
The wrong words will confuse the reader. Keep the
report as simple as possible.

b. Organizing the Report
Before you write a report you should know:

(1) the main purpose of the report (to you)
(2) what is most important to the reader
(3) what is least important to the reader.

In every case, Know Your Reader. Find out from him what
things he thinks are important.

Outlining the Business Report
Most reports have the following basic parts: (the dia-
gram gives an indication of the size of each part of
the report).

Introduction

---> Summary'

--) Body

Com-lusion
Recomendations

--> Appendix
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(1) Introduction. preface, objectives, purpose of
report; tells the reader why the report is being
written.

(2) Summary synopsis; sums up the whole report in a
few sentences for the reader; tries to make the
reader accept and understand the report. Some re-
ports will place the summary at the end of the re-
port. However, a brief summary at the beginning
gives an idea of what the report is about, and the
reader can better understand the report.

(3) Body details, discussion, experiment, procedure;
the main part of your report; provides the reader with
facts and detailed' information that supports your
conclusion. You must use facts to convince the
reader that your conclusion is the right one.

(4) Conclusions results; tells the reader what your
decision is. The conclusion is based only on the
facts and information you have given in the body of
the report.

(5) Recommendation - suggestions, comments, opinions ;

tells the reader what you think should be done. The
recommendations are based on the conclusion.

(6) A endix tables, illustrations; includes material
at may help the reader understand the report better;

for example,detailed statistics, maps, pictures, etc.

d. A Sample Business Report
The following report was written by Joe Archer when he was
trying to get a loan to start a business in his home
community. He mailed a copy of his report to the bank
manager and, at the same time, asked for a loan of $5,000.00
to start up his shoe store business.

REPORT ON A BUSINESS OPPORTUNITY IN BLUE LAKE

Introduction

The isolated community of Blue Lake is without a shoe store
This report deals with a study that was done to investigate the
need for a shoe store in this community.

Summary

Blue Lake now has a population of 200 adults, 300 teenagers
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and 500 children. An investigation into the shoe needs of
these people was carfied out by talking to 50 families
scattered throughout the community.

The results show that most people went in favour of
having a local shoe store because of the convenience, lower
prices and better shoe-fitting it would provide.

It is recommended that a shoe store be built in the
community of Blue Lake.

Body,

a. The Problem
Does the community of Blue Lake need a shoe store? This is
the question that needs to be answered.

The population of the Blue Lake community is 1,000. It is
felt that this community would buy enough footwear to sup-
port a local shoe store.

b. Studying the Need
To see if a shoe store would be a good business venture, a
total of 50 families in the Blue Lake area were interviewed
in May, 1971. The questions asked were:

(1) How many are in your family?
(2) What are their ages?
(3) What kinds of footwear do they wear? In summer?

winter?
(4) Where do you buy the footwear your family needs?
(5) How much does it cost you each year to buy this footwear'
(6) Would you buy your footwear needs at a local shoe store

if one were built in the community of Blue Lake? Why?
Why not?

Results

The answers received to the questions are shown in detail in
the Appendix. Also, a detailed breakdown of the population of
Blue Lake is shown in the Appendix.

The main results of the study are summarized below:

a. Average family size 10

(including mother and father)
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b. Average adults per family
teenagers pe: family
smaller children per family

c. Main footwear used

d.

summer

winter

Where footwear is presently
purchPsed

e. Average amount spent by each
family on footwear each year
Families in favour, new slide store
Families against new shoe store

Main reasons for wanting
new shoe store:

2

3

5

rubber boots, lea-
ther shoes, leather
Work boots, running
shoes

moccasins, rubbers,
lined boots

catalogues, general
store

$150.00

45
5

better prices
convenience of local
shopping
better fitting (es-
pecially for children)
better selection to
Choose from
provide jobs for local
people

Recommendations

Since most of the people would buy their footwear from a
local shoe store, it is recommended that such a store be built in
the community of Blue Lake.

There are 100 families in this community; the study shows
that about 90 of these want a local Shoe store. They would spend
an estimated total of: 90 x $150.00 = $13,500 per year on foot-
wear. This means that the shoe store operator could make a good
living in this community.
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Appendix

List of all the answers to every question asked in the
survey. Table showing a detailed breakdown of the population
of Blue Lake.

Do you think the bank manager will lend John Archer the
money to start up a shoe store in Blue Lake?

4. Summary

This lesson has discussed letter writing and business
reports. It gives you an idea of the correct way to write a
business letter. It also discuSses the way.a business report
should be arranged to be easy to read and follow. Practice
in writing letters and reports will help you develop the
skills you want and need as a businessman.

3. Give one of the following topics ( or allow a choice of topics )
as an exercise for students to do as a take-home assignment.

a. A report on a visit to a business or a report on a business
project.

b. A report, suitable for presentation to some loan agency
(e.g., Dept. of Indian Affairs) on my participation in the
Small Business Management Course.

c. A report on the business opportunities in my home community.

d. A report on the need for a recreation centre in the community.

e. A report to shareholders of a co-op on the needs for expansion
of the co-op.

f. A report on the pollution problems in the community.

Indicator

4. The report written in the preceeding exercise and, if necessary,
another report assigned after you have had a chance to correct
and assess the ability of students to write a report will serve
as indicator.
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SUBJECT BUSINESS COMMUNICATION

LESSON BC4 SPEAKING IN BUSINESS

INSTRUCTOR'S GUIDE

OVERVIEW

Students usually feel some hesitancy about speaking before the group.
It sometimes helps if the instructor discusses this as a natural feeling.
No one wants to feel fOolish in front of other people, but if a person lets
his shyness get the best of him, he cannot improve his skills in speaking.
The feeling of being ill at ease disappears after some practice before the
group. To encourage the students, the idstructor can give a short talk so
that students do not see the instructor as wanting them to do something he
Will not do himself.

Students, as businessmen,. .will have-to speak to'many audiences
employees, customers, suppliers, creditors. They will likely also be
called. upon to speak at various community gatherings. Speaking ability
will be valuable to them in'the conduct of their business or in community
affairs.

This lesson deals with some of the fundamentals of public speaking
to a group. In addition, students will get an opportunity for short
speaking exercises. Further practice can be scheduled by the instructor
at regular intervals during the course. The instructor may wish to set.
some time aside every two or three weeks to give the students a few hours
in which to practise speaking.

The instructor may wish to use a videotape recorder to tape the
speech-making. Videotape playback to the class serves as a very useful
method of self-evaluation. Each student sees how he performed. This can
be used as an effective method of evaluation in addition to that made by
fellow students.

Students should realize that although the principles for effective
speaking given in this lesson are those used for speaking in front of
groups, the skills can be very useful in everyday contacts.
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OBJECTIVE.

The students will be able to deliver a speech in front of the
group with a minimum of nervousness and speed! errors.

REFERENCE MATERIAL FOR INSTRUCTOR

1. Sager, Arthur W. Speak Your Way,to Success. New York: McGraw-
Hill Book Company, 1968.

2. Loren, Bernice. Effective Public Speaking. New York: Crowell
Collier and Macmillan Inc., 1963.

3. Christopher Leadership Course, 1871 Francois Road, Windsor, Ontario.

4. University of Texas Extension Division. Communication in Distribu-
tion. Austin, Texas: University of Texas Press, 1968, Unit TV.

5. University of Texas Extension Division. Communications, Oral and
Written. Austin, Texas: University of Texas Press, 1969.

6. Booklet, on telephone usage frafti the telephone company.

7. Borden, Richard C. Public S eakin as Listeners Like it.
New York: Harper an Row, 5.

_RESOURCES REQUIRED

1. Projectuals: BC4 - 1, "stage Fright".
BC4 - 2, "Practice, Practice, Practice".
BC4 3, 'More than Words ".
BC4 4, "Speak Up, It will be Easier Next Time".
BC4 - 5, "You can Speak".
BC4 - 6, "Some. Speaking Don'ts".
BC4 7, "Nervous Speech Habits".

2. Films: "Is There Communication When You Speak?" (15 minutes)
"Telephone Courtesy". ( 15 minutes)

3.. Videotape equipment.

4. Resource person: member of Toastmasters Club or someone who is
a competent public speaker.

5. Tape recorder with telephone hook-up.
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METHODOLOGY

1. Hand out Readings; read and discuss Purpose and Introduction.

PURPOSE

In this lesson you will learn some of the principles of good
speaking. You will also have a chance to practise speaking to a
group.

INTRODUCTION

Speaking is a very important means of communication in business.
The owner-manager spends about 30% of his day talking. He speaks to
many receivers, either face to face or over the telephOne, such as
his workers, customers, other businessmen, suppliers, and creditors.
He may also be called upon to speak at community gatherings.

Therefore it is important for you as a businessman to have the
ability to speak. You must be able to make people understand what
you mean when you speak and also to interest them in what you are
saying.

Most of the material in this lesson deals with preparing and
delivering formal speeches, but it will still help you in your. every-
day speaking with customers, employees, etc.

OBJECTIVE: THE STUDENTS WILL BE ABLE TO DELIVER A SPEECH IN FRONT
OF THE GROUP WITH A MINIMUM OF NERVOUSNESS AND SPEECH
ERRORS.

Stimulus

2. Show Projectual BC4 1, "Stage Fright".
Ask: "Have any of you felt like this"? Why?

Clarify Problem

3. Ask each student to give a one minute talk on a topic of his choice:
holidays, hobbies, gardenting, jobs, fishing, embarrassing moments,
or interesting experience, etc.
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When all the students have given their talks, ask them to evaluate
the talks. Without naming names, ask students to list on one flip
chart the strong points (good speaking habits) they noticed and on
another, to list the weak points (poor speaking habits).

Provide. Information

4. Read Sections 1 and 2 of Reading.

CONTENT

1. Same of the Basics of Speaking

A speech is like a letter if it is not well organized it
will not be very effective. For example, if you put the wrong
address on'an envelope it will.not get your message to the person
you want to reach. Also, if you do not speak properly, your
message may not get across.

There are two parts to a speech. That is, a talk can be
divided into two areas:

WHAT You Say, Or HOW You Say It, Or
SPEECH CONTENT SPEECH DELIVERY

This part of the speech
contains the basic ma-
terial, the facts, figures,
and other information.

This part of the speech
involves the tone, emphasis,
facial expressions, and
other body movements you use.

_Every time you speak to a person, he sees and hears. some of
both parts of your speech. Often the way you say something can
change the meaning of what you say. DO you agree?

For example, if a person whispers, "yes dear", to you very
softly and gently it means something quite different than if
someone shouts, "YES DEAR", to you in a harsh, irritated voice.
You can think of other examples,'no doubt.

You must pay attention to WHAT you say and HOW you say it.
Your audience (the person or people you talk to) gets meaning
from both parts of your speech.
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2. Preparing Your Speech Content

a. .Decide on the PURPOSE of your speech. Ask yourself, "What
do I want to accomplish?" For example, is your purpose to
explain? to instruct? to persuade?, ,to convirce? to

inform? or to entertain? The purpose of your speech will
help you decide how to prepare your speech.

b. Decide on the SUBJECT of your speech. You must decide what
main idea or theme you will use. You should consider ideas
that are worthwhile to your audience, by asking yourself:

(1) To whom am I going to speak?
(2) Is my subject suitable for the occasion?
(3) How can I make my subject interesting to the audience?
(4) Does my subject fit my purpose?

c. PREPARE your speech. Be sure to choose details that will
support or illustrate the main idea, subject or theme.
Some hints to help you prepare your speech are:

(1) Write down your ideas and thoughts about the subject.

(2) Gather all other information on the subject you can
find.

(3) Sort the information into a logical order.

(4) Measure your speech, in time, at about 150 words
per minute.

(5) When you have finished writing your speech read it over
(aloud) several times until you feel you fully under-
stand what you have written and have fully familiar-
ized yourself with the content and purpose of your
speech. Make sure the speech fits into the time
allowed.

(6) Make a summary of your speech. Write it on a sheet
of paper or on -3" x 5" cards. Use this summary to
help you remember what to say. Do not read the whole
speech word for word.

(7) Practise your speech in front of a mirror several
times before you go in front of your audience.

5. Discuss readings. Show Projectual BC4 2, "Practice, Practice,
Practice". Discuss the importance of practice, especially the first
times you speak.
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BC4-2 PRACTICE, PRACTICE, PRACTICE

SUBJECT

-7,

irECN I FA)

Form No.267

11111,1.V 12 J211 :

SERIAL NUMBER

111,10131 3911IH3310,

Practice, Practice

T IMPLA 1E :MAMMA:

TECNIFAX FILIABLE TRANSPARENCY MOUNT
71/2" x 10" MASK USE ZVI" x 11" FILM
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6. Show Projectual BC4 3, 'More than Words". .Discuss the fact that
the message may be more than the words spoken.

7. Read Sections 7 and 4 of Readings and discuss. Show Projectual BC 4,

"Speak Up, It will be Easier Next Tine", and BC4 5, "You can Speak",
as students read Section. 4.

3. Organizing the Speech

. A speech is organized much like a letter. For example,
a speech should have:

INTRODUCTION

BODY

> CONCLUSION

a. Introduction
A good introduction should catch the attention and arouse
the interest of the audience. It should suggest the pur-
pose of your speech, and show the audience that your topic
is important. It should also suggest the scope of your
talk; that is, indicate what areas will be discussed.

b. Body
In the body of your speech, you should:

(1) Expand your subject, by choosing a few main points
and emphasizing than well and by arranging your
points so that they fit well together. That is, try
to have a smooth, easy movement of ideas from one
point of the speech to another. Arrange your thoughts
in a clear, logical order.

(2) Support your subject .by illustrating your points
with colour, imagination and variety, and by restating
the main points in several different ways.
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BC4-3 N1ORE THAN WORDS

SUBJECT

31I1dW31 33NIG331

SERIAL NUMBER

31VIdIV31 33N11031

YOUR AUDIENCE
SEES AND HEARS
MORE THAN WORDS

VOrm No.267

TIGHINGI TIMPIATI IIGHINGI

TECNIFAX FILEABLE TRANSPARENCY MOUNT
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BC4-4 SPEAK UP, ,IT WILL BE EASIER NEXT TIME

31110131 37/4111331

W111 3sn Nsvw pi ria L
J.Nnow A714311VdSNY111 31iIV31U W0,014331

3111d1131 30/4111331 :311'1031 37/4111331
o

Speak up. It will be
easier next time.
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BC4-5 YOU CAN SPEAK

1019111 I9NIX311

Wlli "lt 3SAASV/ ,Al 1,,t/iL
INAOW ADNHYdSNVILL

.OW0111 IONIF1311 111'10,111

Pm

Fjafl
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YOU CAN SPEAK

Rehearse,dont memorize Audience is human Keep it short

Directly to the point Mumbling hides ideas Avoid flowery language

J
TEHINGE TEMPLATE
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c. Conclusion
The conclusion is the high point of your speedi; it should.
be short, and should briefly remind the audielice of the
purpose and the main points of your speech.

The last sentence of the speech should be carefully chosen.
The way you conclude your speech will make the strongest
impression on your audience.

4. Delivering Your Speech

Speech delivery is everything you do after you stand up to
speak; it is the 'how' of speaking. Remember,how you say some-
thing is sometimes more important than what you say.

a. Words Used to Describe Speaking Voice

(1) Tone Sound of the voice.

(2) Pitch Highness or lowness of tone.

(3) Volume = Loudness or softness of tone. Power is in
tike chest. Posture is important.

(4) alit Distinctive character of voice. Bnotions,
atigue affect quality. Avoid breathy, husky, harsh,

nasal, thin, flat or shrill qualities.

(5) Inflection Pitch change on a single syllable rising
or falling. No inflection produces monotone.

(6) Emphasis - Or gesture, change in pitch, speed, force,
quality, facial expression used to draw attention and
to present meaning forcefully.

(7) Pronunciation - Way in which words or syllables are
uttered. Standard-dictionary, local, slovenly, pre-
cision-like.

(8) Enunciation Clearness of speech:according to an es-
tablished pattern - clear, piecise, slovenly, etc.
Avoid "lazy, lips" or "clenched teeth.".

(9) Stress Force applied to a word - strong, weak.
Amount of energy or intensity used.

(10) Gestures Motion used to express or to emphasize an
idea.
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b. Speaking Hints

(1) Tone Control your tone of voice. Avoid harsh,
grating or whining tones.

(2) Inflection Change tone and pitch for proper emphasis.

(3) Pitch Do not talk monotonously on just one or two
tones.

(4) Range Control the volume to fit the situation.
Listeners should easily hear what you are saying.

(5) Put in the Vowels - Do not try to talk with consonants
only. Open your mouth and use you. tongue and lips;
do not mumble.

(6) Poise Speak confidently. Keep calm and in control
3T-ToUrself at all times.

(7) Character Expressed By Voice A dull voice portrays
an indifferent person; an oversweet one shows insin-
cerity. What does your voice express?

(8) Nervous Delivta- Think of your. message, not yourself,
and your nervousness.'

(9) Liveliness of Expression Make your delivery come
alive with enthusiasm.

(10) Forcefulness Inject conviction into your message.

(11) Sincerity - Believe it first; then say it as if you
believe it.

(12) Clarity - Above all else, be clear.
...

(13) Tempo Use.a frequent change in pace to retain
interest.

(14) Pauses Make proper use of pauses for emphasis and
rest.

c. Poor Speaking"Habits
The following poor speaking habits distract the audience's
attention, and show the speaker's nervousness. It takes
practice to overcome such habits.
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continuous blinking of the eyelids
nose-picking
twitching the eyebrows
cracking the knuckles
biting the lips.
scratching the head
shrugging the shoulders
smacking the lips
protruding the tongue
licking the lips
jerking the lips
pulling the ears
tapping the floor with the foot
swinging a crossed leg
corrugating the brow
twiddling the thumbs
finger tapping
stroking the chin
lacing and unlacing the fingers
tugging at collar or tie
pursing the lips
moving the chair ever closer
swaying the body while sitting or standing
twitching the cheeks
making the chin tremble

8. Show Projectual BC4 6, "Some Speaking Don'ts", and BC4 7,

"Nervous Speech Habits". Ask students how a person can correct
poor speaking habits.

Suggestion:

a. Practise in front of class using evaluation sessions.
b. Use videotape to see oneself.

9. Read and disCuss Sections 5 and 6 of the Readings.

5. Rating Speeches

a. Here is one type of rating sheet for your speech. You
can also use it to rate the speech of others.
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BC4-7 NERVOUS SPEECH HABITS

SUBJECT SERIAL NUMBER

11Y1dM11 13/1111311 19/11011

poor posture
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SPEECH ITEMS

.1-)

g
0
r-i

0
U

re
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(-7 re0
8

$.4
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Fit4S

$.40
RI

m

0
cd $-4
(I) 0

c/S-V,

Opening (Appearance,
introduction) 15 12

.

9 66 3

.

Voice (Pitch, tempo, volume
& Enthusiasm) 10 8 6 44 2

Body Mbvement (Gestures,
poise, eye-contact,
mannerism) 10 8 6 44 2

Organization. (Logic,
clarity,, suitability,
coherence) 20 16 12 88

Mechanics (Diction,
grammar, pronunciation,
word picture) 10 8 6 44 2

Closing (Summary,
conclusion) 15 12 9, 6 3

Effectiveness (Was purpose
achieved to impress,
inform, persuade?) 29 16 12 8 4

TOTAL SCORE 100 80 60 40 20
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b. The Speaker Analysis Chart
Below is another chart you can use to analyze yourself or
other speakers.

NAME

SPEAKER ANALYSIS CHART

A. Delivery Stance
Attitude
Gestures

B. Voice Enunciation
Emphasis
Range

C. Interest Knowledge of topic
Preparation
Attention holding

DATE

FAIR GOOD EXCELLENT

I like you as a speaker because:

May I suggest that you:

c. How to Use the Speaker Analysis Chart
First write down the speaker's name in the space provided
at the top of the sheet and the date. Then place a tick in
one of the columns marked FAIR-GOOD-EXCELLENT for each item
listed which in your estimation is the manner in which the
speaker appeals to you. For instance, under:
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A. Delivery Stance Did the speaker have .a
good platform manner?
Did his physical actions
distract from his talk?
Did he move about, rustle
papers, move objects, lean
over the podium or against
it? Or did he hold your
undivided attention?

B. Voice

C. Interest

Attitude Was he enthusiastic about
his subject? Was he
friendly toward the
audience?

Gestures Were his gestures feeble,
noticeable, well emphasized
Did his gestures help him
in his talk?

_Enunciation Did be pronounce his words
clearly, distinctly and
correctly? Did he slur
or mispronounce any words?
Did he use too much slang?

Emphasis Did he place any emphasis
on key words or sentences?
Did he talk in a steady
monotone? .

Range

Knowledge':

of Topic

Did he have control of his
voice? Could he raise,
lower, strengthen or soften
his voice at will? Does
he need training in voice
control?

Was the speaker doubtful
about his talk? Did he
have to continually refer
to his notes? Did he
speak with confidence and
a voice of authority?

Preparation Did the speech sound as
though little preparation
and thought had been giveli
to it? Was it easy to
follow and understand,
thereby showing good
preparation?
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Attention Did your thoughts wander
holding away while the speaker was

talking? Did the speaker'
hold your attention right
from the start? Did he
influence you so that you
wanted to do something
about what he had to say
because of the convincing
way he spoke?

I Like You Do not hesitate to compli-
As a Speaker ment the speaker on his
Because: good points as a speaker.

Tell him if his platform
manners are good; his
voice is pleasant; his
gestures are effective;
his preparation is thorough;
his presentation is inter-
esting; or anything else
that appeals to you because
of his way of speaking.

May I Suggest Under this heading make
That You: any suggestions that will

be helpful and encourage
the speaker to improve
himself. For instance
stand steady and do not
sway so much; put more
force into the tone of
your voice; smile once in
a while, do not be so
serious unless it is
necessary; relax; be
natural; use your hands
and arms to gesture; spend
more time on preparation;
practise deep breathing.

Be sincere and honest when marking an analysis sheet, for it
means so much to the speaker concerned. You are in this
course in order to improve yourself. So is the other fellow.
An encouraging frank analysis chart from every member can be
the turning point for rapid improvement in effective speaking.
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6. Suamary

Loarning good speech habits is not easy. However with
pr:xtice and with Feedback From videotape and your fellow
students, you can greatly improve your ability to speak. Most
leaders are people who have learned how to be effective in
communicating with groups.

10 Instruct each student to prepare and give a twominute talk on an
assigned topic or a topic the student has chosen.

11 Many people communicate differently on a telephone than they do. in
face to face contact, perhaps because they cannot see the person to
IACM they are speaking. Arrange, if possible, to role-play different
business situations on a telephone; use two different telephones
30 students can simulate a real situation. If a tape recorder with
telephone hook-up is available, record the conversation on tape..
Play back the. conversation later. People who are not used to
speaking over the telephone are sometimes rather hesitant. Since
the telephone is such a CUM011 convenience in business, students
should learn telephone courtesy. They will often be judged by the
way, they sound on, the telephone.

12 Evaluate the role-playing situations. Did students sound different
than they expected?

13; Show film, "Telephone Courtesy". (15 minutes)

a. Setting advertising agency in big city. The principles
illustrated in film can he related to situations in small
businesses.

b. Sumnary of film content (including instructions on how to use)

(1) Shows manager of advertising agency phoning his office
(after his car has stalled on a rainy morning) to report
that he can't make a meeting, etc. Manager is very
impatient and impolite on the phone. .

(2) Various other phoning discourtesies are shown. Adverti-
sing agency eventually loses the -account of a client
because of its poor phone habits.

(3) Manager calls on telephone company representative to help
improve the telephone habits in his business. He gets
advice on how to use courtesy and common sense in
phoning.
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A.*

The suggestions he gets are:
answer promptly
identify yourself
keep, a pad and pencil ready
leave a message (when you are away from your phone)
to indicate where you are
place and, receive your awn calls
keep a list of frequently-called numbers
don't always ask "who's calling"
if you have to leave the phone For a minutes,
explain why
indicate that you understand what the other person
is saying
end calls correctly, e.g., "Think you goodbye"

(4) The film hen shows how smoothly everything in the
advertising agency would have gone if everyone would have
followed the above instructions.

Discuss the film. Replay if necessary. List above phoning
suggestions on flip chart and discuss. Relate to phoning
in the small business.

14. Show film, Is There Communication When You Speak?" (15 minutes)

a. Setting: University of Iowa campus speech class for
engineers.

b. Summary of Film Content (including inst:uctions on how to use)

(1) Shows engineering student, Bill Williams, in classroom
taking a class in speaking.

(2) Professor is at front of classroom and says: "Whenyou
speak, you want to transfer an idea to another person."
Then he talks about speech as transferring an idea from
the mind of the sender to the mind of the audience.

(3) Shows Bill giving directions to a female student on how
to find a particular building on campus. Bill does a
poor job.

(4) Professor analyses Bill's poor direction-giving. He
mentions "the ability to communicate to people is a skill
everybody needs". Professor illustrates the communication.
system on the blackboard and while he does; Bill thinks
back to his poor direction-giving. Professor's illustra-
tion is as follows:

sender audience
0

(A) 0

0 0
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Professor explains: "A is an idea you want to get across.
If real communication takes place, then idea A will be
created in the minds of the audience. If communication
isn't effective, then the.audience may get ideas 13, C,
etc., or no idea at all. When real communication takes
place, the speaker can sense a response coming hack from
his audience (FEEDBACK)." STOP the film and draw above
sketch on the flip chart. Replay above portion of Film
again, if necessary. Discuss.

(5) Film shows class members giving speeches. Shows how a
speech should be organized. That is, purpose, main idea,
supporting details, etc. STOP here and discuss how to
prepare and organize a speech. Refer back to Section 3
of the Readings. Replay above portion of film if necessary.

(6) Bill tells what other things the class learned about
speaking communication. Professor illustrates that "more
than words" communicates. He draws a diagram to show
that both verbal and visual signals are communicated to
the audience.

(7) Film shows examples of students' speeches. Somo are good,
some bad. Students discuss different things about
speaking. For example, practice needed, need for audience
reaction, need for speaker to identify with audience.

Film ENDS with a sum-up by the professor,and with a'
discussion by Bill on the importance of feedback (circular
response) from the audience. Instructor should de-emphasize
this last part of film.

(8)

Indicator

15. Have each student prepare and deliver a two or three minute talk
on a topic of his choice. Use resource nerson to help evaluate
the speeches if convenient. Use rideotape recorder as an alternative.
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SUBJECT BUSINESS COMMUNICATIONS

LESSON BC5 CONDUCTING BUSINESS MEETINGS

INSTRUCTOR'S GUIDE

OVERVIEW

In this lesson students will learn how to conduct meetings. it
is very likely that the students at one time or another will be asked
to act as chairman for a business or community meeting.

The students should take every opportunity available to practise
their skills in handling a meeting. As they gain self- confidence, they
will. be able to do a more effective job of chairing 'f.1 meeting.

OBJECTIVE

Given a meeting situation, the student will be able to organize
and conduct a business meeting.

REFERENCE MATERIAL FOR INSTRUCTOR

1. Adult Education Association of the U.S.A. Streamlining Parliamentary
Procedure. Leadership Pamphlet #15. Chicago: Adult Education
Association of the U.S.A.

2. Lobingier, John. Business Meetings That Make Sense. New York: Crowell
Collier and Macmillan Inc.

RESOURCES REQUIRED

1. Film, "Parliamentary Procedure" (22 minutes).
2. Flip chart.
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METHODOLOGY

1. Hand out Readiags.

2. Read and discuss Purpose and Introduction.

PURPOSE

The purpose of this lesson is to show you how to prepare for
and. conduct a business meeting.

INTRODUCTION

As businessmen and leaders in your communities, you will be
expected to be able to conduct meetings. Many people worry un-
necessarily about accepting the job of chairing (conducting) a
meeting. they are not sure of how a meeting should be run.

The ability to conduct a meting will help you be.a better
businessman and community leader.

OBJECTIVE: GIVEN A NEETING SITUATION, THE STUDENT WILL BE ABLE TO
ORGANIZE AND =DUCT A BUSINESS MEETING.

Stimulus

3. Ask: "From your experience, what do you think are some of the
causes of poor meetings." List reasons on the flip chart.

Clarify Problem

4. Discuss points listed on flip chart. Ask students if they can
suggest ways to overcome these problems.

Provide Information

5. Read Section 1 of the Readings.
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CONTENT

1. What Makes a Good Chairman?

To become a good chairman you must learn to understand
people and deal well with human situations. The chairman
should take a real interest in people. .

The main job of a chairman is to get each person in the
meeting to speak his ideas. As the chairman, you should see
that all people in the meeting are given. a Chance to par-
ticipate. (In any group it is easy to see that the more
talkative people tend to push the quieter anes to one side
and put them down. The quieter people are usually self-
conscious: poor speakers and afraid to express themselves.
Do not let one person do all the talking.)

A good chairman has to be even-tempered; he has to be
sympathetic, kind, reasonable, a good listener; he has to
be firm and able to control the meeting at all tines; he has
to draw out all points of view and direct the discussion so
that a satisfactory decision is reached.

Really the chairman is a referee whose job is to see
that the game (or meeting) is played fairly.

6. Discuss. Instructor can mention that, with practice, anyone can
learn to be a good Chairman.

7. Read Section 2 of the Readings.

2. Two Kinds of Business Meetings

a. Informal.- these meetings have very few rules and are
more like talks or discussions. Informal meetings are
very useful in business. For example, you may hold an
informal meeting with your workers to discuss problems
you may have with pay cheques.

b. ForMal. These are meetings that follow a set or rules
RHOTEas "Parliamentary Procedure". Such meetings are
usually held regularly each month or year. For ex-
ample: Town Council, Recreation Club, or Board of
Trade meetings.
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The rest of these Readings will deal with formal
meetings.

8. Discuss. Instructor can mention that even though a meeting is
informal, it still requires someone to lead discussion.

9. Read Section 3 of the Readings.

3. Preparing for a Meeting

Before the meting you, as chairman, should meet with
several of the key people in the organization or community
to agree on the purpose of the meeting and to draw up an
agenda. Never start a meeting without an agenda. An agenda
is a list of things to be covered by the meeting.

Here is .a suggested agenda to use as a guide when you
are arranging a meeting.

AGENDA

a. Call the reefing to order.
b. Have secretary read minutes of last meeting.
c. Have secretary read any letters.
d. Treasurer's report.
e. Report of committees.
f. Unfinished business.
g. New business.
h. Adjournment of business part of meeting.

10. Discuss. She students should realize that althov,y1 the agenda is
prepared before the meetings, the agenda should a approved by the
people attending the ,meeting.

11. Read Section 4 of the'Readings.

4. How to Conduct a Business Meeting

The follaWing simple rules will be very helpful as a
guide in keeping the meeting in order.

a. In most cases a meting operates under a constitution.
A constitution states:
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(1) The name of the association or club.
(2) The-purpose of the association or club.
(3) Officers and their duties.
(4) Regular committees and their duties.
(5) Qualifications for membership and fees.
(6) Nomination and election procedure.
(7) Bylaws stating rules of order

number of members required for a. quorum
style of agenda
time and place of neeting.

b. If, however, there is no constitution to govern the
rules conducting the meeting, then you will be safe
and correct in following these rules.

(1) Call the meeting to order
You should make sure there is a quorum of members
present, otherwise the meeting cannot pass a
motion on any business affecting the club or or-
ganization as a whole.

(2) Open the meeting
You may open the meeting by stating the purpose
of the meeting; then ask the secretary to read the
minutes of the last meeting.

(3) Secretary reads minutes
The secretary rises and reads the minutes. Make
sure the minutes are read carefully and clearly.

Ask if there are any errors or omissions in the
minutes. If not, you state that they are satis-
factory and the secretary will pass them to you
for your signature. However, if you wish to have
them approved and acceptad by a motion from the
membership, you need only say: "The minutes of
such-and-such a date have just been read. Will
someone move a motion for adoption?" It is so
moved by one member and seconded by another. You
repeat the motion and then put it to a vote by
the members and declare the result. If there hap-
pens to be an error, someone says: "Mr. Chairman,
I believe there is an error in the ndnutes." He
then says what he believes to be correct, and, if
the membership agrees, the correction should be
made immediately. Such corrections may be made
by motion and passed if the correction is not made
before the meeting approves the minutes.

(4) Treasurer's report
If your club or organization has a treasurer, you
should call upon him to present his report to the
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membership. If possible the report should be
written, and after presentation, given to the re-
cording secretary.

(5) Report of committees
If, at some previous meeting, a committee was set
up to look after something for-the membership, you
should call upon the chairman of the committee to
give a report. If the committee's job is unfin-
ished, a progress report should be given.

(6) Business arising out of the minutes
This involves any motions postponed from the last
meeting. Such unfinished business is discussed
and, if possible, successfully dealt with.

(7) New business
In order to direct the affairs of an organization
meeting correctly, all items of business are pass-
ed by the meeting on motions. One member will say:
"Mr. Chairman, I would like to move that such-.
and-such a thing be done." Another member rises
and says: "Mr. Chairman, I second that motion."

You may then say: "It Has just been moved by Mr.
So-and-So that such- and -such a thing be done. This
was seconded by Mr. So-and-So. Is there any dis-
cussion?" Until you have repeated the motion,
there should be no discussion from any of the mem-
bers.

Every person speaking for or against this motion
must stand up and address you, the chairman, be-
fore speaking about the motion. The mover or
seconder should be the first to speak on the mo-
tion. If the motion is a touchy one, you should
control the discussion, by.allowing each person to
speak only once and then only for a limited time.

'When the Discussion is ended, you put the motion
before the meeting and take a vote. You announce
the result in favour or against the motion and it
is recorded in the minutes.

Amendments to motions cause many a headache to a
Chairman.

A simple amendment has to be closely related to the
main motion, so that the general idea is not
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Changed. A motion can be amended by three things:

(a) by putting in or adding words;
(b) by taking out words;
(c) by taking out and putting in words.

You should realize that proper procedure simplifies
the conduct of a meeting. You are the chairman.
It is up to you to see that the meeting runs
smoothly and is kept alive.

Do not allow the discussion of anyinotion to drag.
When the discussion becomes dull'and nothing is
being added, suggest to the meeting that a vote be
taken. Sometimes a vote may be a tie and it is up
to you, as the chairman, to break the tie by voting.
In such instances, you should be against the motion.
This leaves the motion open to bring up again at a
later.date and gives both sides a chance to think
the matter over.

(8) Adjournment
When you have completed your agenda, ask someone
to make a motion to adjourn the meeting.

No further discussion can take place if the motion
is carried, and the meeting is ended.

12. Discuss each point. This section can serve as a reference when
the students practice conducting a meeting.

13. Show film, "Parliamentary Procedure". (22 minutes)

a. Summary of Film

(1) Film Setting: shows a group of people-holding a meeting.

(2) Film Content: The first few minutes show what happens
When the meeting operates with no rules.

The remainder of the film illustrates in detail how a
meeting should be conducted using parliamentary pro-
'cedure.

Some points dealt with in the film are:
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moving the motion
seconding the motion
amending the motion
calling for the question
the role of a chairman
the role of a secretary
a point of order
a question of privilege
an appeal of the chair.

Bach of these points should be discussed. Replay portions
of the film if necessary.

14. Ask the group to suggest meeting situations for role-playing a
fleeting. Each student should take turns acting as chairman,
secretary, etc.

Encourage students to 1-,ractise parlianentary procedures in. student
council meetings, business project meetings, etc.

15. Read Section 5 of the Readings.

5. Summary

Conducting a fleeting often looks easy when you observe
a skilled chairman. However, when. actually conducting a
meeting you will discover that it requires preparation and
practice to be a good chairman.

Indicator

16. The objective of the lesson is a long-term one. The instructor
shoul &help students acquire skills involved in conducting meetings
at every available opportunity.
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SUBJECT OFFICE PROCEDURES

LESSON OP3 HANDLING MAIL

INSTRUCTOR'S GUIDE

OVERVIEW

The owner-manager spends a large percentage of his time using com-
munication skills speaking, writing, conducting meetings', etc: No

matter how great his skills are, there will be no real communication if
the person with whom he is trying to communicate does not receive the
message. Verbal communication with a person who cannot hear or under-'
stand the message being sent is an exercise in futility, as is written
communication with a correspondent who does not receive the paper on
which the message is written.

In this lesson the student is asked to discuss methods that will en-
sure that the written communications he receives or sends are properly
handled in order to complete the communication process. Letters sent to
the wrong address or not opened, and contents of envelopes being mis-
placed are just a few examples of the breakdown of communication. Set-
ting up good procedures to handle and sort mail will help the commrni-
cation process.

OBJECTIVE

The student will discuss the necessity of having a proper method
of handling the mail.

RESOURCES REQUIRED

1. Flip chart.
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METHODOLOGY

1. Hand out the Readings.

2. Read the Purpose and Introduction with the students.

PURPOSE

The purpose of this lesson is to discuss why mail should be
handled properly.

INTRODUCTION

Businesses send and receive a lot of mail. In business you
will receive letters from your customers, suppliers, government
agencies, and others interested in your business activities. You
will send letters to customers, government agencies and suppliers.
You might also send merchandise through the mail. If you don't
set up procedures for handling incoming and outgoing mail you
could have total confusion.

3. Discuss and clarify Purpose and Introduction.

OBJECTIVE: THE STUDENT WILL DISCUSS THE NECESSITY OF HAVING A PROPER
METHOD OF HANDLING THE MAIL.

Stimulus

4. Have students list on a flip chart the various types of mail a
business might receive and send.

5. Ask the students if they can think of any problems that might arise
in the handling of mail. List the problems on the flip chart.

Clarify Problem

6. Discuss and clarify the problems listed.

7. Ask the students how they would overcome the problems listed. The
solutions should be discussed.
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Provide Information

8. Read Section 1 of the Readings and discuss.

CONTENT

1. Handling Incoming Mail

.The mail, as you receive it from the Post Office, is not
sorted as to whom it is from, what it deals with, and when
action is required. The job of sorting the incoming mail is
your.jOb. Besides containing items that deal directly with
your business, the mail might also contain personal mail for
you or members of your family, or employees. It will likely
also contain advertising and other promotional material not
of real interest to your business. The reason for sorting
the incoming mail is to separate it so information of impor-
tance to your business is brought to your attention.

Here are a number of steps to follow that will help en-
sure incoming mail is handled efficiently.

Step 1: Sort the mail into three piles using the following
guidelines.

Pile 1: Personal mail addressed to members of your
family and to employees.

Pile 2: Mail addressed to the business, the owner-
manager, or to a management position.

Pile 3: Advertising, promotional letters, pamph-
lets and other "junk" mail.

Step 2: Open all letters in the pile of mail addressed to
the, business (Pile 2).

Step 3: Separate this mail into various categories:

a. requests for information by customers
b. payments by customers
c. merchandise orders from customers
d. statements from suppliers
e. mail from goveinment agencies
f. miscellaneous

NOTE: Make'sure to include the envelope with each
mail item so that you have the return add
ress of the sender.
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Step 4: If the items are of concern to others in the busi-
ness,make sure they receive the mail item immedi-
ately after sorting.

Step 5: Mail containing money and/or cheques should be en-
tered in a mail book. This is a book in which you
write the name, address, and amount of the money
or cheque. Entries could be as follows:

DATE NAME & ADDRESS ITEM AMOUNT

19

April 10 John Tees, Yellow Creek Cash 50.00
10 Jack Smart, Yellow Creek Cheque 25.00
13 Mary Doe, Stoney Hills Cash 23.00
20 John Tees, Yellow Creek Cash 10.00

The purpose of the mail book is to give you a record of
money received through the mail, when it was received and

from whom it was received.

After being entered in the mail book these items must
be posted to the appropriate bookkeeping records.

Sorting the incoming mail into the different piles will
bring to your attention those items which must be acted on
immediately.

9. Compare the procedural steps outlined in the above Readings with pro-
cedures suggested in Point. 7 above.

10. Read z2c!ction 2 of the Readings and discuss.

2. Preparing Outgoing Mail

You will have to send letters, orders; statements, forms,
etc. to your customers, your suppliers, government agencies,
and other businesses and people concerned with your business
activities. In the Business Communication subject area you
study and practise how to write business letters and reports.
In the FAB subject area you learn how to complete various
government forms and statements. When you are in business
these forms and statements must be returned in time or you
may have to pay a fine. In business you might also be re-
quired to send valuables by mail bank deposits, merchan-
dise, equipment to be repaired or returned. Since these
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items arc valuable they should be sent by registered mail in
order to protect yourself against loss.

Here are some steps you can follow for preparing out-
going mail:

Step 1: Make sure all mail is properly addressed., Check the
addressPto which each item is being sent and make
sure your return address is on the envelope.

Step 2: Make sure all items have the .correct postage on
them. You can get a schedule of postal rates from
any Post Office. This schedule will indicate the
postage rate for the various classes of mail.

Step 3: If an item is being sent C.O.D. make sure you have
included all the required merchandise don't
back-iorder. Check with the Post Office for the
right way of sending C.O.D.

Step 4: If you are sending something by registered mail you
will receive .a receipt from the Pest Office. File
this receipt in a Registered Mail file folder so

that if you receive notification that mail has not
arrived at its destination you can prodUce the re-
ceipt from the Post Office.

NOTE: If you are sending items by C.O.D. or by re-
gistered mail you will be required to pay
the .Post Office for use of these services.
The payment is considered an expense. When
you pay for these services make the appro-
priate entries in your book using the re-
ceipts as your vouchers.

ll. Compare the procedural steps outlined in the above Rea± ags with
procedure suggested in Point 7 above.

12. Summarize lesson by Reading Section 3 of Readings..

3. Summary

The most common way that you will communicate with other
businesses, government agencies, and interested parties is by
mail. Knowing how to write good business letters and how to
properly fill but required forms is very important; another
important job, which. businessmen unfortunately overlook is

that of properly handling incoming and outgoing mail. The
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best written business letter in the world is useless if it
is sent to the wrong penon. You may miss an important deal
if an incoming letter isn't opened until a week after re-
ceipt or if it is misplaced entirely.

A simple job such as handling the mail efficiently and
rapidly can, in fact, have far-reaching effects on your
business. By using methods that allow for an effective hand-
ling of the mail that your business receives and sends, you
will present to your correspondents a positive image a

ment-11 picture of an efficiently-managed business.

Indicator

13. Have the students discuss whether or not proper mail handling is
important to a small business.

472



SIRJECT MANAGEMENT PROCESS

LESSON MP7 THE PLANNING FUNCTION

INSTRUCTOR'S GUIDE

OVERVIEW

The students have been introduced in previous lessons to the idea of
management, and have had a few lessons in a number of subject areas. They
have seen that. management involves four functions: Planning, Organizing,.
Directing and Controlling. These can he quite general words unless they
are considered in the context of business.

In this lesson the student looks-'at what_is_usually considered the
first phase of management. Certainly planning is necessary prior to
starting a business, as the lesson points out, but it is also essential
for the student to see planning as an on-going activity. Since a m=-1r_ager

cannot foretell the future, the further ahead he plans., the more factors
will he uncertain. As time goes by there is need to up-date the plans to
fit the new facts.

Some students may have an idea that planning is impossible or very
difficult because there are so many variable factors. It is certainly
true that planning-is not easy, yet a business that does not plan often
fails.

The lesson's purpose'is to give the student an overview of what
planning is about. The details of planning are covered in the Finance,
Accounting, and Bookkeeping. (FAI3) subjct where lessons dealing with bud-
gets, working capital, source of financing, and financial statements are
seen. In fact the FAB lessons provide the tools for financial'planning.
The Personnel Management, Marketing, amd Production Management lessons
provide the knowledge required for planning in these areas.

This lesson will-be most effectiVe if the instructor can draw on his
own experience and that of the students to illustrate the content.
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OBJECTIVE

Given a business situation, the student will be able to describe the
type of planning which should be done, and when the planning should take
place. .

REFERENCE MATERIAL FOR INSTRUCTOR

1. Flippo, Edwin B. Management: A Behavioral Approach. Boston: Allyn
and Bacon Inc., 1970, pp. 21-82.

2. Sisk, Henry L. Principles of Management. Cincinnati: South 4'estern
Publishing Company, 1969, pp. 77-188.

RESOURCES REQUIRED

1. Flip Chart.

METHODOLOGY

I- Hand out the Readings
2. Read the Purpose and Introduction

PURPOSE

This lesson will examine the first function of management:
planning.

INTRODUCTION

In lesson MP4, "What is Management", we saw that management is
the co-ordinating of people's efforts to reach a goal. We also saw
that management consists of .four functions: planning, organizing,
.directing and controlling.

Planning is often considered the first function since little
can he done before we have plans of what we want to do.

From personal.experience we know that we need plans to co-
ordinate the efforts of a.number of people so each will know what
has to he done, who has to do it, and when it has to be done.
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If we want to organize a dance, plans will have to be made.
Where will the dance be? What orchestra will play? Who will
prepare lunch? What should we have for lunch? Will refreshments
be served? How much is required? Who will make purchases?

In addition, we will want to know what to charge at the
door.. In order to figure this out, we will want to know the cost
of the hail, the orchestra, the lunch and the refreshments. To
estimate the cost of the lunch, we need an estimate of the number
of people who might attend. The price that refreshments will be
sold at must also be determined. With this type of information,
it'is possible to arrive at an estimate of expensesand receipts
and expected profit.

In this lesson we will define planning more precisely. 1416

will then look at the types of planning, and finally we will
consider the steps involved in planning.

3. Discuss and clari y the Introduction.

OBJECTIVE: GIVEN A BUSINESS SITUATION, THE STUDENT WILL BE ABLE TO
DESCRIBE THE TYPES OF PLANNING WHICH SHOULD BE DONE, AND WILL
BE ABLE TO INDICATE WHEN THE PLANNING SHOULD TAKE PLACE.

Stimulus

4. Have the students work in groups of four or five.
5. Ask each group to take a business of their choice, and to list on a

sheet of paper all the planning jobs which a manager of a small busi-
ness must do.

Clarify Problem

6. When the students are finished ask them to gather into one large group
and share the planning jobs. Have a representative from each group
indicate the type of business the group has chosen, and then have him
list the types of planning to be done. Have someone list these plan-
ning jobs on a flip chart. Example: plan store location, loan re-
quired,.expected sales volume, expected expenses, profittand time
merchandise is requiredpetc.

7. . When each group has finished.have group discuss each others' lists
and have the group add to the lists.
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Provide Information

8. Read Sections 1 and 2 of the Readings.

CONTENT

1. Planning Defined

Planning can be defined as the laying ,ut, preferably on
paper,, of a future course of action.

Since our concern is with business, planning here involves
predicting the future of the business operation; is a mat-
ter of considering alternative possibilities and selecting the
best.

In much the sane way as with the organization of a social
event, the operation of a business requires planning. Infor-
mation is needed about expected sales, finances'required; per.:
sonnel or staff required. If the business is one involved in
the production of a product, there is need to know how much
material may be needed in the production process, and when it
will be required.

In all businesses, there is a need to know the expected
profit of the business. This means that an estimate of ex-
penses and revenue is therefore required. It requires con-
siderable work and planning to obtain these figures.

Planning is not limited to the work that must be done
before a business starts. The business is constantly Chang-
ing.because the world we live in is constantly changing.
Each month and each year there are new and different cir-
cumstances. How does a manager prepare for them? He pre-
pares by trying to foresee as best he can the factors which
will influence the business. He plans for possible Changes
in revenue and expenses. He plans for needed Changes in
the number of employees, for additional funds and for loan
repayment.

2. Importance of Planning

The first few years of a business are the critical ones.
Before starting the business the manager should foresee all
aspects of the business. If there are gaps which are the re-
sult of pool. planning, the consequences c-n be a serious set-

.

batk and even business failure.

BeEore he can start a business the 1. avr will have to
make arrangements for the necessary loans. HE. will have to
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approach a bank or other lending institution. The lending
agency will want information on what the manager expects to
do with the money, what profit is expected and how the money
will be paid back. It also expects the manager to do plan-
ning before he applies for a loan.

When the planning has not been adequate, expenses may
be forgotten, or revenue poorly estimated. This can mean
a difference in the profit expected from the business.
Great care must be taken in foreseeing the financial needs
of the business as well as the profitability of the business.
No one wants to start a business which does not have a chance
to succeed.

Planning is also necessary to see what products or
services will be provided, and what quantities and qual.-
ities the customers are interested in. If the wrong de-
cisions are made, the products may stay on the shelf a
long time. This can mean a serious loss to the business.

The information supplied by planning is essential for
the business manager as well as for other people, such as
bankers and lending agencies, who deal with the business.

Discuss Readings: Instructor may provide experience of planning he
has had, or ask students who have been in business to talk about
planning they have done or difficulties they have experienced when
planning.

10. Ask students whether most of the businessmen they know do some plan-
ning. Ask them in what areas planning in the businesses is weak
or strong.

11. Read Section 3 of the Readings.

3. Tendency to Neglect Planning

While most people studying business management will
readily admit that planning is essential, in actual fact
many businessmen neglect to take the necessary time to
plan, and so failure or poor performance results.

There are a number of_reasons why planning is often
neglected:

a. The pressure of work is often a cause of poor or in-
adequate planning. Planning is a function which can
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be postponed. Unless priority is giVen to this
function it can easily be put aside with disaster-
ous effects. If you have a choice between waiting
on a customer and doing some planning, the customer
will be attended to.

b. Often before a business is started the manager has
a lack of appreciation of the need or value of plan-
ning. He often lacks information to do planning and
does not know how to get tM information. Planning
is therefore done in q haphzzard way or not done at
all.

There is need for the manager of a small business to
set time aside in the evenings or weekends, or at some other
convenient time, to determine the business's future course
cf action. Postponement of planning is dangerous uecause
failure to plan results in ineffective action. There is no
doubt that you cannot leave a customer waiting while you do
your planning. You must so arrange your business that the
customer will be served and yet you have time to devote to
planning.

12. Have students discuss the ease with which planning can be neglected.
What are sane ways of overcoming the neglect to plan?

13. Read Sections 4 and 5 of the Readings.

4. Types of Planning

Planning for a business operation should deal with all
aspects of the business. Planning may be broken down into
thb following four areas:

a. Planning for sales
b. Planning for profit
c. Planning for personnel
d. Planning for production.

Let us review each of these briefly. We will see that
the lessons on the different subjects of the course provide
much of the information which is required for planning: This
lesson's purpose is not to teach the details of planning; for
example, details of financial planning are considered in the
Finance, Accounting, Bookkeeping and Personal Finance subject
areas. The purpose of this part of the lesson is to discuss
the types of planning required by a business.
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5. Planning for Sales

The sales or marketing area of a business organization
takes f_111 those activities necessary to influence a buy-
er to purchase the products or services of the organization.

Answers to the following questions Are necessary. Who
are the customers for the product(s) or service(s) you offer?
What incomes do they have? What are their needs? Is the
product(s) or service(s) you offer at a competitive price?
How can you influence the customer to buy your product(s)
or service(s)? Will better advertising, promotion, service,
public relations, salesmanship and display help? Are the
quantities and qualities needed by the customer available?
How is competition likely to affect you?

The answers to the above questions can be found in the
lessons in the Marketing subject. Most businesses at some
time will have to plan their sales approach. It must be
realized that planning must be done frequently since con-
ditions change. A manager who plans before he goes into
business and then no longer plans for sales can quite easily
see his sales decrease. Many businesses do not reach their
full sales potential because they are not aware of the need
for continuous planning. The information required, for sales
planning may not always be easy to obtain. It may mean
searching through government reports, checking with other
businesses, checking with specialists or doing some of your
own investigation and research. As you will see in a later
lesson, the purpose of sales or marketing is to satisfy the
customer so he will buy your product or service. Your job
is to plan to increase your sales.

14. Discuss Readings. Have students check their list of planning jobs
which are on the flip chart. Has each group provided for the various
aspects of planning for sales? Discuss.

15. Read Section 6 of the Readings.

6. Planning for Profits

Planning for profits is perhaps better known than other
types of planning, because lending institutions often require
a financial plan before they lend any money.

Planning for profits means making an estimate of all ex-
penses and revenue of the business in order to arrive at an
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expected profit.

The review of expenses should foresee all expenses
involved. It should also foresee how expenses might be
reduced, or whether the expense of a certain operation
pays for itself. An example is the expense or cost of
home delivery. Does home delivery pay more than the ex-
pense involved? If not, the manager will want to consid-
er whether he should continue or start such a service.

The manager will alsO want to see how he can increase
revenue. What will be the effect of an increase in price
of products or services? Can sales be increased by sales
planning? Can costs of gOods be d -,:reased by purchasing
in larger quantities? Can new types of merchandise be
added to increase revenue?

These are questions to consider in planning for profit.
The lessons in the Finance, Accounting, Bookkeeping (FAB)
subject will be a great help in planning for profit. They
will show you how to prepare statements of expenses and
revenue (Profit and Loss Statements) and'how to prepare and
interpret a Balance Sheet. These lessons will enable you
to learn whether or not your business is producing a profit.

The lessons in the FAB subject will also analyze how
the money you have in the business is being used. Does the
business have enough long-term capital? Does it have enough
short-term capital or working capital? In order to plan for
profit, you must know where to obtain needed capital at a
reasonable rate, and you must learn to analyze whether the
capital you have is being used efficiently. Is too much in-
vested in machinery, in inventory, or in accounts receivable?

The lessons in the course will provide the information
reqUired to do the planning for profit, and to establish the
business policies which are required for continued good man-
agement. Questions like the following must be answered.
What will be the credit policy of the business? Should the
business sell on credit? If so, how much? What effect will
too much credit sales have? How much can the business afford
to pay the manager or owner?

Although you will learn a lot about planning for profit
during the course, you will find that there are many other
things you will need to know when you are in business. Learn-

ing in business is a life-long job.
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16; Discuss Readings. As in previous section, see if students can now
add to their list on f]dp chart for each category of business.

17. Read Sections 7 and 8. of the Readings.

7. Planning for Personnel

Many business managers forget that they need to plan for
employees. How many employees are required? How do you find
the best employees? How do you select the employee? How do,
you train the employee for the job? How do you communicate
with your employee so that he understands what is wanted of

him? How do you maintain good morale in the business? How
will you manage your employees? These are all important aS-'
pects of planning for pesom-1.

Since labour costs are one of the highest variable costs,
you will want-to get the best perforthance possible from your
employees while still treating them fairly. The information
for planning for personnel is provided in the Personnel Man-
agement subject in this course. As you study each lesson
ask. yourself, "How can I use 'the information in this lesson
for planning the business?"

8. Planning for Production

Not all businesses are involved in production. But
for those that are, planning is essential.

PrOduction is the process of making a product from
other materials. For instance, handicraft is a form of
production where beads, leather, and thread are combined by
using workmanship and talent to produce various handicraft
products. Canoe manufacturing and furniture production
are other examples of production.

.
The secret tb good production is obtaining the maximum

amount of finished products from the least amount of mat-
erial or labour. You should ask yourself, "Is there a better
'way of producing' that willcuf down on working time per unit?
Is there a way to cut down on wastage of material?"

Other factors which should be considered in planning
for production are:
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R . Is the product what the customer wants?

b. Is the design one which will show workmanship to the
hest advantage?

c. Is ti- :e a good market for the product?

d. Is it possible to produc.. the quantities required on a
regular basis?

o. IS it possible to maintain good quality in all products?

f. Is it possible to produce a.nunber of products (diversi-
fication) so that if one product has a decrease in sales,
the business will still have sales frdm other products.

g. Should you produce all, products yourself, or should you
purchase some products. (if-it can be done more cheaply)?

h. How much raw material is required? How long does it
take to order a new supply?

J

How much inventory of finished product is desiraWe to
meet consulter demand?

What production capacity. is required? .What are the best
machines for production? flow much automation is requir-
ed?

k. What is the best location for your production plant?
Near the market? Near the labour supply? Near the source
of raw materials?

These questions are some of the points that should be
considered when planning for production. The lessons in

the Production subject will help answer many of these.
Some Will require looking into various sources of inform-
ation depending on the area of production in which you are
interested.

18. Discuss and complete list on flip chart as suggested previously.

19. Suggest to students that planning involves certain steps. If the
students have previously been introduced to the problem-solving pro-
cess there will not be any problem here. If they have not previous-
ly been introduced.to problem-solving, they should see planning as
a process of solving the problems of the future of the business. The
steps to planning are typical of steps in problem-Salving.

482



107

20. Read Section 9. Stop after each sub-section to discuss and illus-
trate examples which might clarify the Readings.

r-

9. Steps in Planning

The steps in planning will be familiar to anyone acquain-
ted with problem-solving. (Planning is the solution to busi-
ness problems.) To be effective the six steps must'be car-
ried out it a systematic manner.

a. Identifying the Problem
The first.step in planning is to knowwhat problem has
'to be solved. Until the problem is clear, it is im-
possible to develop .a sound plan which will provide an
adequate solution.

b. Collecting and Classifying Information
The collection of facts may come frOm various sources:
your own experience, comparison with other businessmen,
government people, consultants or experts such as law-
yers or accountants. It is important to check out all
information prior to usingit in planning.

c. Distinguishing Different Courses of Action
Using your different information you will see ways of
solving the problem. These courses of action should be
carefully examined, and the advantages and disadvantages
of e2,-11 taken into consideration.

d. Selecting a Course of Action
Following the study of the different courses of action,
the manager must decide which is the best for business.
One plan may be best if a lot of money is available.
The process of selecting a course of action is known as
decision-making.

e. Evaluating the Course of Action
The manager will be able to learn from his experience
and so improve his ability to make better decisions.

21. Read Sections 10 and 11 and discuss.

10. Planning Time-Periods

Plans in a business are usually made for short-term and
long-term periods. The short-term plan may be a matter of
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weeks, months or a year or two. The long-range plan is
a plan for five, ten, fifteen or more years..

A manager should always have a short-term plan for
sales, for production, and for personnel as well as a
long range plan which he adjusts as he goes along. He

may need a number of short-term plans during the year.

11. Summary

The function of planning is one of the most
important functions of management. Without adequate
planning the other functions may have little value.

Effective planning requires a disciplined approach.
It is very easy to postpone planning because of the day-
to-day pressures,or because of the lack of information.

The lessons of the course provide much of the
information required to do a good planning job. The

manager of a business should not limit his learning to
these lessons. He should constantly try to gather more
facts and improve his planning skills. An occasional
review of this lesson will facilitate the learning of
other lessons, since it shows the reason for many of the
other lessons in the course.

Indicator

22. Have students work in. groups of four or five on the following
problem:

You have just started a tourist outfitting camp which
caters to tourists interested in sport fishing. Des-

cribe all the areas of planning required prior to starting,
as well as those required in operating the business.

23. Have students go into the detail of the business: for example,

planning is required for guides: who will they be, what training
will they receive, what salaries? What days off do they get? Do

they get paid if there are no tourists?

StudentS should examine every aspect of the business. The
intention is not to have them plan the business; but to list the
areas where planning is required. Some areas to consider are:
details of expenses, revenues, profit, loan funds, staff require-
ments, training needs, responsibilities, salaries, location of
tourist camp, payment on loan, promotion and advertising. These
are some of tho aeas a manager must plan prior to going into
business.
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24. Have students meet in large group. Have them list and discuss

their list of planning needs. Review parts of lesson if necessary.
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SUBJECT PRODUCTION MANAGEMENT

LESSON PROD1 .INTRODUCTION TO PRODUCTION MANAGEMENT

INSTRUCTOR'S GUIDE

OVERVIEW

This first lesson introduces the students to the many aspects of
production. In part this is done by a production game which provides
insight in production. This first lesson on production management
should be conducted even if the decisionis made not to give all of the
production lessons.

Handicraft products and services and the operation of small scale
production plants offer a way for many persons to.make extra money or
even to enter business for themselves. .

Before starting a small production business you should know
three things. The first is a knowledge of the product. A person
selling handmade leather items for instances has to know:

1. how to make them, or
2. how to purchase them for resale.

Such knowledge is necessary to ensure value to himself and his
customers.

Secondly, the person starting a small production plant must also
have a basic knowledge of marketing. Who uses the product or service?
What kind of advertising will be necessary to induce them to buy?
What is the best price (the one that carries value for the customer and
profit for the owner of the business)?

Finally, the owner of a small production plant must have a basic
knowledge of sound management. Briefly, sound management means using .

valid information facts and figures to make decisions which will
result in profits.
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Even though the prospective operator of a small production plant is
an expert in his or her craft and there seems to be a demand for the
product or service, he should not try to go into business without a
basic knowledge of management.

This introductory lesson discusses the many things that are
involved in production management. The discussion revolves around
a listing of questions a manager must be able to satisfactorily answer
if he or she is to perform the four managerial functions of planning,
organizing, directing and controlling. The student is asked to answer
these questions within the context of a production business they know.

The latter part of the Readings discusses the Production Manage-
ment lessons to follow and contains a brief description of what is
contained in each lesson.

The instructor must stress the importance of the areas studied
in Production Management whether or not the student is at this time
thinking about a production-oriented business. The principles learned
in Production Management can be applied in the management of other
businesses. And likewise the basic management prinCiples and techniques
learned in other sections can be easily adapted to Production Manage-
ment. The Production Game is used to illustrate many of the.managerial
skills required in managing production operations.

OBJECTIVE

The student will be able to state. (in his own words) what decisions
must be made when managing produCtion.

REFERENCE MATERIAL FOR INSTRUCTOR

1. Buffa, Elwood S. Modern Production Management. Toronto:
John Wiley & Sons Inc., 1969, pp. 3 43.

2. Garrett, Leonard J. and Silver, Milton. Production Management
Analysis. New York: Harcourt, Brace and World, Inc., 1966,
pp. 1 33.

3. Keith, Lyman A. and Gubellini, Carlo E. Introduction to Business
Enterprise. 3rd ed. Toronto: McGraw -Hill Company of Canada
Ltd:, 1971, pp. 260 285, 314 342.
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RESOURCES REQUIRED

1. Production Game

2. 1000 cardboard squares or 35 mm slide frames

3. one roll masking tape

4. 6 staplers

5. 6 pair scissors

6. staples.

METHODOLOGY

1. Hand out the Readings.

2. Read Purpose and Introduction.

PURPOSE

The purpose of this lesson is to see what is involved in
the management of a production operation. "You will also bp

' given,an outline Of the lessons to follow'in the Production.
Management subject area.

INTRODUCTION

Production means many things. In business, production
means making products to.sell. A product is something physical.

Just becalse a businessman can produce a product that
people will bur doesn't guarantee his success in a business
venture. 714/iproduction manager must carefully investigate
every opportunity for buSiness before spending large sums of
money. And, once he has started production of a product he
still must control and manage the business. This lesson lists
some of the many. decisions a production manager make.
In later lessons you will see where the information to.make
these decisions comes from.

3. Discuss and clarify Purpose and Introduction.
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OBJECTIVE: THE STUDENT WILL BE ABLE TO STATE (IN HIS OWN WORDS) WHAT
DECISIONS MUST BE MADE WHEN MANAGING PRODUCTION.

Stimulus

4. Play the Production Game, Instructions are included in the
Production Game at the end of this lesson.

Clarify Problem

5. Have the students stumariie the Main points they learned from
playing the Production Game. List these main points on the
flip chart.

Provide Information

6. Read Section 1 of the Readings and discuss.

CONTENT

1. What is Production?

Production means making products to sell. A produc-
tion business can also be called a manufacturing business.

Another way to look at production is to see produc-
tion as the means of turning raw materials into finished
products. Raw materials are the materials from which the
product is made.

Raw Materials Production Product

Logs

Flour, yeast, water

Leather, beads, thread

Cut & plane

Mix & bake

Cut, sew,:bead

Lumber

Bread

Moccasins

You can see from the diagram above that production is,
a way of changing raw materials into finished goods.
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r

Read Section 2 of the Readings and discuss.

2. What is Production Management?

You can't just hope that raw materials will be avail-
able, that the right production methods will be used, and
that the right amounts of the required product will be
produced. Production Management is the process of planning
production and ensuring your production:plans are put into
efficient operation.

No matter what kind of production plant you operate,
you will have to make many decisions. Below are some of
the decisions you will have to make.

a. What kind Of product will you make?
b. Does the kind of product depend on customer wants?
c. Does the kind of product depend on the skills you

have or can hire?
d. Is quality highly important?
e. Does qualitydepend upon raw materials?
f. Does quality depend upon men and/or equipment?
g. How will you control the quality of your product'
h. How much should you spend for high quality?
i. How much should you produce?
j. Does volume depend upon pr6sent markets?
k. How much inventory can you afford to carry?
1. What equipment is required?
m. Is it cheaper to use equipment or labour? Which mix

of equipment and labour is most economical?
n. Should you'buy or lease equipment?
o. How should you lay out your plant?
p. Will better layout mean more productir-rl? Will care-

fully-planned plant layout increase production?
q. How can work methods be improved?
r. How much does it cost to produce the product at

different production volumes?
s. What are the production costs for raw materials,

labour, and overhead?
t Is selling price highly dependent on'production costs?
u. What price should you at?

These are just a few of the areas you are going to
have to make decisions about. This subject is designed to
show you how to go about getting information to help you
make the decisions.
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8. Compare the decisions listed in Section 2 of the Readings with
the main points listed about the Production Game (see point 5
above).

9. Read Section 3 of the Readings. This section outlines the topics
to be covered in the Production Management area of the Small
Business Management Course.

3. The'Production Management Lessons

PROD1 Introduction to Production Management

PROD2 What Product Should You Produce?
examines what information you shoUld look at
before actually investing your time and money.
in a production operation.

PRODS Plant Location
discusses the things that should be examined
When deciding where to lOcate your plant.

PROD4 Plant Layout and Work Simplification
- examines the importance of properly laying out
the plant, and some of the factors to be
considered when drawing up a plan for your
plant.

PRODS Obtaining and Maintaining Equipment
- discusses the factors to be examined when
deciding what type of equipment to use and
how to set up a service' program.

PROD6 Quality Control
examines why quality control is important and
how to set up quality control check'pointsin
the small production plant.

PROD7 Production Costs
examines how to calculate the costs involved
in Production and what factors can increase.
and/Or decrease the costs ofproductipn.

PROD8' Break-even Analysis
examines a methodiof determining how much has
to be produced and sold in order to cover y6ur
production costs.

PR0D9 Planning and Scheduling Production
examines some of the principles for good plan-.
ning in order to smooth out bottlenecks in
production..
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PROD10 Is Production Management Necessary?
examineshow-Tba principles of Production
Management fit into the general framework
of Management Process.

Indicator

10. Have the students list on the flip chart the decisions which
must be made when managing a specific production operation of
their choice. (See Section 2 of the Readings for a list of
decisions.)

11. Read Section 4 of the Readings.

4.. Summary

Production Management uses the managerial functions of
planning, organizing, directing and controlling for the
purpose of changing raw materials into finished products.
The operator of a small manufacturing plant has the same
general functions to perform as the manager of a'grocery
store or an outfitting camp. The functions of planning,
organizing, directing and controlling must be performed
in all businesses. The purpose for which the functions
are performed and how they are actually done can change
from business to business.

The manager of a store has as much to learn from the
Production Management area as the manager of a small
production operation. Likewise the manager of a small
production operation should be well versedlin as many other
areas of business operation as the store manager or out-
fitter. The areas discussed in Production Management can
quite easily be adapted to other management areas.
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SUBJECT PRODUCTION MANAGE MENT

LESSON .PROD1 INTRODUCTION TO PRODUCTION

INSTRUCTOR'S GUIDE"

PRODUCTION GAME'

1. Purpose

To assist in introducing students to the various production
decisions, jobs and problems. i.e., to serve as a general stim-
ulus to lessons in the Production Management subject area.

2. General Organization of the Game

Supplier Producers

I -I 1

Student Group
;ZAW MATERIALS 171( A 41 FINISHED

I

EQUIPMENT \ 1 PRODUCTS
N (Student Group / I
1 t B

I
1

a. Supplier's Role

(1) Acts as. a source- of raw materials and equipment
(2) Determines terms of sale

e.g. - quantity' discounts
cash vs time payments
interest rates
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Instructor
is 1 or 2
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b. Producer's Role
Each group of students acts as a production unit. They get ma-
terials and equipment from suppliers,' make'the product, set the
price and.sell to customers.

c. Oistomer's Role

(1) Acts as a market for the product. i.e., the market oppor-
tunity .

;(2) .Buys the product with some haggling over price and quality.

1. Preparation for the Game

Note boxed in X's indicate new decisions introduced at Stage
II and Stage III of the game.

DECISIONS TO BE MADE
BY STUDENTS

STAGE OF

Elementary
Stage I

Moderate
Stage II

Complex
Stage III

1. Organizing for-Production

a. Division of labbur i.e.
allocating work tasks
to people.

b. Coordinating work
efforts.

2. Purchasing

a. Contacting, suppiers. X

X

X X.

b. Decid];:g what ma-
terials and/Jr equip-
ment supplies to
buy.

c. D)ciding how much to
purchase.

d. Handling excess in-
ventory problems.

e. Recording purchase
costs.
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3. Producing

a. Deciding rate of
production. X X X

b. Recording production
output. X X X

c. Deciding on use ofequip-
ment in production pro-
cess.

d. Deciding layout and flow
of work. X

e. Designing product to
better satisfy the cus-
tomers. X

f. Maintaining quality of
product i.e. quality
control. X X X

g. Recording labour costs. (-E
X

h. Calculating production
cost per unit of output. L]

.

i. Pricing the product. E] X
.

4. Selling

a. Contacting customers X X X

b. Ensuring product meets
needs of customers. X X X

c. Negotiating price of
,_.,,,,e-/ product with customer. CD

d. Rc ording number of pro-
ducts sold. X X X

e. Recording dollar sales
volume. El X

f. Calculating profits.
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2. Instructions for Playing the Game

NOTE: The following instructions assume that raw materials are
. cardboard squares or 3S Imil slide frames, masking tape and

staples; that equipment items are scissors and a stapler.
The same instructions will be applied to any other raw

'materials and equipment the instructor may decide to use.

a. For all stages:

(1) Choose one (1) or two (2) students to assist instructor
in roles of supplier and customer.

(2) Choose two groups of 3, 4 or 5 students each to act as
production groups.

(3) Any remaining students can act as observerS (rotate
"participating" students and "observing" students as
ycu play different stages of the game) .

(4) Allow groups S 10 minutes to organize themselves
after instructor reads and explains theM the instruc
tions-for each stage of the game.

(5) Set a time limit (e.g., 15 minutes or 30 minutes) on
the game.

(6) Instructor may want to pia; each sage several times
before proceeding to next stE,:e.

3. Instructions for Stage I

a. Market Opportunity
Customers (instructor) will show you a model of r box
needed for packing their products. Prodwtion groups
will have the task of makinr boxes to meet this need.

RULES: (1) Customers will'take any number of these
boxes that producers can produce in 15
minutes (Jr whatever time limit'is set)

(2) Customers will pay any price producers
think is fair.

NOTE:- The customers may. refuse to accept
poor quality boxes. Therefore
production group should try to
make as many hi h ualit boxes as
possi le. in t e time limit

Di9gram of box is shown on the next paap_._
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PRODUCT (BOX) TO BE MADE
( STAGE ONE OF PRODUCTION GAME )

Cardboard
Squares

NO EQUIPMENT IS USED

Masking
Tape
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b. Raw Materials
Use only cardboard squares and masking tape for Stage
of game.

The instructor will explain the following purchasing
rules.

RULES: (1) Students (production groups) can have any
amount of raw materials (cardboard square
and masking tape) they think they can use
in 15 minutes (or other time limit).

(2) Raw materials are free.

(3) No other materials can be used.

(4) No more raw materials can be obtained
once the game is started.

c. Production Process

RULES: (1) Production groups can organize themselves
arty way they want,.e.g.
e.g., one person do purchasing, one

person do selling

each person make total box

one person make sides of box,
another person put on lid

appoint a supervisor or work with
no supervisor

use any work layout

(2) Labour is free.

(3) Box is to be made similar to model box
customers want.

(4) Boxes should be made as neat as possible,
i.e. maintain good quality control..

(5) THE WINNER is the production group that
produces the most boxes of a quality that
the customer accepts.
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4. Instructions for Stage II

Rules are the same as for Stage I except:

a. Raw materials are not free. (Therefore production
groups have to be careful as to how much they buy.)

Cost of Raw Materials:

$0.10 per cardboard square
$0.10 per inch of masking tape
Cash payments only
No discounts are given.

b. Purchase costs must be recorded by suppliers and by
production groups (no money is used just keep
records on paper).

c. Labour is not free.

Cost of Labour
Each worker in production group gets paid $0.10 per
minute. If there is a supervisor he gets paid $0.20
per minute. (Therefore, the more products produced,
the lower will be the labour cost of each product.)

d. Labour costs must be recorded by each production
group. (No money is paid just keep records on paper.:

e. Each production group must decide what price to charge
for its product.

f. Each production group must keep records of number of
products sold and total dollar sales. (Customer will
keep records of number of products bought and price
paid.)

Each production group must calculate profits made
from their production business.

g.

Profits can be calculated as follows:

Total Dollar Sales (10 boxes at $2.00 each)= $20.00
Less: Cost of Sales

Labour cost: workers $4.50
supervisor $3.00

Total labour cost $7.50
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Materials cost
cardboard $5.00
tape '$2.00

Total materials cost . $7.00

Total Cost of. Sales

EQUALS PROFIT

$14.50 $14.50

$ 5.50

h. THE WINNER is the production group that made the most
profit.

NOTE: Profits will be smaller if:

(1) Product is poor in quality (customer may
not buy poor quality products or he may
not want to pay a very high price).

(2) Amount produced is small.

(3) Workers work too slow.

(4) Raw materials are left over (excess
inventory).

(5) Price is set too low.

5. Instructions for Stage III

Rules are same as for Stage II except:

a. Production groups can buy EQUIPMENT and other material
to help them produce tHEProduct.

Cost of Equipment

Stapler $4.00
Scissors $2.00

Cost of Other Materials

aples $0.50 fot a 2 inch length

Diagram of new box is shown on last p_aae.L;

b. Raw materials, equipme4'and supplies must be bought
on credit from supplier. (The supplier EEarges
interest on money owed to him 'during each game.)

c. Suppliers have to be paid after production group sells
its products to the customers.
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d. Suppliers charge less for large quantities of purchases.
Their discount price schecule is:

ITEMS QUANTITY PURCHASED AND PRICE

Cardboard 0 - 100 squares
$0.10 each

over 100 .squares

$0.07 each.

Tape 0 30 inches
$0.10 per inch

one pair
$2.00

over 30 inches
$0.05 per inch

two or more pair
$1.50 each

Scissors

Stapler one,Stapler
$4.00.

two or more
$3.00 each

Staples Cost $0.50 per two inch length no matter
how much is purchased at one time.

e. Production groups have to set price on all pxoducts
produced. Price can be different for different types
of boxes.' For example, boxes made with tape only may
sell for more or less than boxes made with tape and
staples. Each production group has to decide what
pricethe customer will be willing to pay for each type
and quality of product. In other words, producers can
negotiate price with customers. Customers may want .t.0

buy larger quantities if sale price is lower.

THE WINNER is the production group.that makes the most
profit.
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PRODUCT (BOX) TO BE M
(STAGE III OF PRODUCTION GAME)

Cardboard
Squares

/Masking
/ Tape or

Staples
(or Both)

(Po9sibVe equipment 'oh CUSe go Thoductioo

Scissors Stapler



SUBJECT * MARKETING

LESSON MKT1 INTRODUCTION TO MARKETING

INSTRUCTOR'S GUIDE

OVERVIEW

Although most students will have heard the word marketing, the concept,
as used in buSiness, may be new. Many people take the distribution of goods
and services for granted; little thought,is,given to the process involved
in getting goods.to a business establishmelit nor to the many activities
involved in getting them ready for sale. The subject of marketing involves
the study of all the processes required to move goods and services'from,
producer to consumer.

'Marketing corcepts and ideas are difficult to teach unless the students
are involved in practical aspects of the subject. The instructor .Should try
to have students do things related to marketing wherever possible. Some
exercises are included in Marketing lessons for this purpose. However,
the students' business projects will likely be the most valuable in making
them aware of the relevanceof.marketing concepts. The instructor should
emphasize m rketing problems when business project review sessions are held.

This first lesson in the Marketing subject introducesthe students
to the general area of marketing.

-OBJECTIVES

1. Students will learn and discuss the meaning of the term 'marketing'.

2. Students will learn some of the jobs involved in marketing.
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REFERENCE MATERIAL FOR INSTURCTOR

1. Kelly, Eugene .J., Marketing Strategy and :unctions. Englewood Cliffs,N.J.:
Prentice Hall, Inc., 1965, chs. 1, 2.

2. McCarthy, E. Jerome. Basic Marketing: A Managerial Approach. 4th ed.
Georgetown, Ontario: Irwin-Dorsey Ltd., 1971, chs. 1, 2, 3.

3. Kotler, Philip. Marketing Management. Analysis, Planning and Control.
Scarborough, Ont.: Prentice-Hall Ltd., 1967, chs. 1, 2, 6, 7, 8.

RESOURCES REQUIRED

1. Projectuals: MKT 1 1, "Definition of Marketing".
MKT I 2, 'Fish Marketing".
MKT I 3, The Marketing Jobs"..

2. Film, "Fisheries of the Great Slave". (20 minutes)

3. Flip chart

4. Overhead projector

5. Movie projector

METHODOLOGY

1. Hand out the Readings; read and discuss the Purpose and Introduction
with the group.

PURPOSE

In this lesson you will discuss the meaning of the term
'marketing' and will become familiar with some of the activities
involved in marketing. You will be studying and discussing :hese
activities further throughout the course.

INTRODUCTION

TO many people, 'marketing' and 'selling' mean the same thing.
In this lesson, and other marketing lessons throughout the course,
you will find that these two terms do not have the same meaning. You
will discover that marketing includes many activities;, one of which is
selling.
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Another mistaken but widely accepted idea is that larl firms
engage in marketing activities but these activities are too Txpensive
or too complicated for use by small firms. Nothing could be further

from -the truth. In fact, any businessman, large or small, who fails
to understand and do some of the things involved in marketing is
inviting treuble the kind of trouble that can put him out of busi-
ness.

OBJECTIVE 1: STUDENTS WILL LEARN AND DISCUSS THE MEANING OF THE TERI
'MARKETING'.

Stimulus

2. Ask students: "What does the word marketing mean to you? How would

you define marketing?"

Clarify Problem

-3. Discuss students' definitions. If there is more than one, ask:

"Is there ar,, one of these definitions that is best?"

4. Show Projectual MKT1 1, "Definition of Marketing". Mention that
marketing has a very broad meaning. It refers to all the jobs
involved in the movement or flow of goods and, services from the
producer to the consumer. This projectual illustrates how a can of
soup gets from tilt producer (farmer) to the consumer (housewife).
Most products or goods go from the producer to a wholesaler to a
retailer before they get to the final consumer. We can call the
farmer the producer of raw materials and the soup company the
manufacturer (or consumer products manufacturer). The wholesaler
is a business that sells to retailers, who in turn sell to the final
consumer.

Discuss each stage of this process with the students. Compare the
definition on the.projectual with the definitions provided ty the
students on the flip :,:hart. Point out. that the definitjcn. 11 the

projectual is very general in nature and that, in the R,.?dings,
this definition will be expanded to include other factors that are
of importance.

The student should see marketing as including the following activities:
buying, purchasing, transporting, storing and stockkeeping, grading
and standardizing, dividing and packing, product planning, pricing
advertising, market display, personal selling, financing and market
research. Most of these topics will be covered in the Marketing
subject area; financing will ')e studied in the FAB- subject area.
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SUBJECT

1110131311414)31,

A

ivc :Fl -1 »FFINITION OF MARKETING

SERIAL NUMBER

311011 37N1H331r c,

26

RETAIL

1

TECNIFAX

1,,,......2orrn No. 267

.TECHINGE

,Marketinci flow. of

good!, hunt
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/.11rN6.E.TMPL'ATI: UCHINGE TEMPLATE

TECNIFAX FILEABLE TRANSPARENCY MOUNT
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Provide Information

5. Read Sections 1 and 2 of the Rea&ngs. Discuss the different definitions
given in the Readings and the projectual. Since the definition is
somewhat academic, the instructor may wish to clarify with examples
and illustrations.

CONTENT

1. What is Marketing?

Marketing is people-oriented; that is, it focuses on
needs and wants of people and the ways in which these needs
and wants can be satisfied.

In lesson MP2; 'The Individual and His Needs", you
discussed the poposition that organizations are formed to help
fulfil the needs-and wants of .the people who make up the
organization. When you consider marketing, you discover that a
business organization must also serve the needs and wants of its
customers if it hopes to survive. In fact, the purpose
of business is to satisfy customer needs and wants through the
sale of goods and/or services. It is NOT to supply goods or
services which MIGHT sell.

You will likely want to ta-s.e some time to discuss the
above description of marketing. Some may agree and some may
disagree. Let us hear some opinions.

2. Definition of Marketing

There are many definitions of marketing, but one which
corresponds closely to the description.in the previous section
is as follows:

Marketing is the Performance of business
activities which direct the flow of goods
and services from producer to consumer or
user in order to satisfy customers and
accomplish the company's objectives.'

The key word in the above definition is 'direct'. Marketing
does not take over-such things as bookkeeping, accounting,
personnel management or production; rather, it providos direction
for these activities and functions.
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IC the business seeks tc, satisfy customer needs and wants,-
marketing will, to a large extent, determine how maLaganent
plans, organizes, directs, and controls the activities of the
business firm. In the long run, any business must pay careful
attention to customer needs and wants if it hopes to continue
in existence.

1

E. Jerome'McCarthy. Basic Marketing: A Managerial Approach.
4th ed. Georgetown, Ontario: Irwin-Dorsey Limited, 1971, p. 19.a

6. Show Projettual MKT1-2, "Fish Marketing", and ask one of the students
to explain what the projectual means. Help summarize his statements,
if licessary; then read Sections 3 and .4 of the Readings. Encourage
discussion. Clarify where necessary.

3. Different Types of Consumers

There are two major types of consumers:.

a. Final (or End) Consumers
People whc buy products or services for their om use or
personal satisfaction are final (or end) consumers. They
do not buy products or services to sell to anyone else.
They use them themselves.

b. Business Consumers
Businesses buy, products and services. These products and
services may be used to produce other products and services
or they may simply be sold to final (or end) consumers. In

this sense, any business firm is a business consumer.

4. The Flow of Goods and Services

Usually products flow from the producer (or manufacturer)
to wholesalers and then to retailers on their way from the
preducerto the final consumer. Wholesalers' and retailers are

called MIDDLLNEN. They are, given this name because they neither
produce or consume .0ost of the goods they buy:

a. A retailer sells things to individuals and families,that is,
to'finol (or end) consumers.i

b. A wholesaler sells things to retailers and producers (or
manufacturers).

c. A reducer ( or manufacturer) makes and sells. things to
people,w olesalers, retailers, or other manufacturers.
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SUBJECT
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Often services (and products too) arc sold directly from
the producer to the final consumer (For example, a handicraft
business).

Indicator

7. .Ak each student to write in his own words why marketing is important
and how he would define marketing.

Allow 10 minutes For this, then have each student road his answers.
Ask other students to comment. Clarify any point,; that are not clear.

'OBJECTIVE 2: STUDENTS l';ILL LEARN SOME OF THE JOBS INVOLVED IN MARKETING.

Stimulus

1. Ask students to suggest as many marketing jobs as they can; that is,
jobs that help move goods and services from producers to consumers.
List. answers on the flip chart .

Clarify Problem

2. Have the studentsdistuss why they feel each job they suggest is a
marketing job. Now does each job help move goods from producers to
consumers?

Provide Information

3. Show Projectual MKT1 3, "The Marketing Jobs". State that these are .

some of the main marketing jobs, but that there are others that will
be covered in theReadings.

4. Compare the list of jobs on the projectual with the jobs that the
students listed on the flip chart. Encourage questions and clarify
where .necessary.

S. Read Sections 5 and 6 of the Readings. Stop after each topic and
point out its importance in the marketing area and in the entire course.
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MKT1- 3 THE MARKETING JOBS
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5. Marketing Activities

The following list contains an outline of the Marketing
lessons in this course.. These lessons describe marketing func-
tions "and activities_with.which every owner-manager should be
familiar. Knowledge of these functions and activities is just
as important when planning to open your business as it is after
the business is operating.

Introduction to Marketing
In this lesson we have pointed out some of the things
with which anyone engaged in marketing must concern
himself. The definition in Section 2 is provided mainly
for reference purposes'. However, it also serves to.
point out, very generally, that an owner-manager is
engaged in some marketing activities in almoSt all
aspects of his business.

MKT2: What is a Market?
Before you start your business, you should knot~ what
makes up a market. This lesson discusses the important
aspects of a market. It also e',amines some of the

. -things that a businessmn should know about the custom-
ers in a market area.

MKT3: Sizing Up a Market Opportunity
Before you start a business you should do some research
to determine if your business has a chance of becoming
a profitable operation. This lesson introduces you
to some of the steps that should be taken when planning
a business venture.

MKT4: The Right Product and the Right Service
Customers expect their needs and wants to be satisfied.
This lesson points out the importance of having the
right products for sale,:and of providing the kind of
service that will attract customers to your business
in the future.

MKTS: Middlemen
Few people or business firms purchase goods directly
from the producer (or manufacturer). Most goods are
purchased from retailers or wholesalers, This lesson
discusses some of the functions that retailers and
wholesalers perform.
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Aiat): Furchasing
Factors to consider in choosing your suppliers are
examined in this lesson.. As a businessman, you will
have to decide when to place an order, it much to
order and the proper procedures to follow when ordering.
Proper procedures help prevent errors, thereby reducing
costs and eliminating unnecessry delays in receiving
merchandise.

41:77:

Tfii7fliEandling of merchandise is vitaj to ;he
success of an" business. In this lesson you discuss
the importance of checking to see that you nav? re-
ceived the proper merchandise and tha4 it is the correct
amount and in good condition. VA' al_ discuss pvo-
cedures to follow when shard ;g merchandise. Finally
you discuss the need for keepu.q: ap-t-,-date records
of all merchandise that is -tceiue: 3nd on hand.

MKT8: Set t iinng Prices

e price which businessmen charge ior their ?roducts
is influenced by a number of factors. Some of the
factors involved are: cost of goods, transportation
costs, handling and storage costs, business expenses,
and level of profit desired. An additional factor is,
of course, competition. This lesson examines the
importance of the above factors on price-setting. In

addition, you will be shown and have an opportunity to
practise different methods of setting prices.

MI79: Promoting Your Business
Livery businessman wants his customers and potential
customers to think favourably of his business. Courtesy,
service and the right products can help to make your
business the type that people will want to deal with
regularly. Another thing you can do to increase the
number of customers is to promote your business. Radio,
television and newspaper ads, sales promotions and in-
store displays can all be used to advantage.

You may not use all of these types of promotion in your
business, but if you do, this lesson will help you to
use them more effectively.

IKT10: Adve,rtispg
TT this esson you will study and discuss the various
types of advertising.

Salesmanship
Customers like good service. Since the owner-manager is
often the main salesman in his business, this lesson
points out things about selling that can help him do a
better job.
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MKT12: Merchandise' Layout and Display
Did you ever go into'a store and end up almost tripping
and falling from one display to the next? Have you. ever
wondered why clothing is displayed.in several different
places in the same store? The likely reason for both
situations is because the owner and/or manager of the
store knows very little, if anything, about layout and
display.

This lesson suggests that customers should not need a
map to find things in your store. A well-planned store
layout and neat displays of merchandise can make shop-
ping and handling of goods more convenient.

MKT13: Analyzing Your Market
This lesson suggests guidelines for analyzing your
market. In order to analyze your market, you must
consider and use many of the things discussed in the
previous twelve lessons.

6. Summary

Marketing activities are important whether the business is
big or small. You have now been introduced to some of the elements
involved in marketing. These'elements will be examined in more
detail in the remaining lessons in this subject.

Indicator

6. The answers provided by students in point 2 above, and the discussion of
the film, "Fisheries of the Great Slave", will indicate whether or not
the students have met the lesson objectives.

7. Show the film, "Fisheries of the Great Slave". (20 minutes)
In general, this film illustrates the separation between producers and
consumers. It shows the need to transport products to consumers.

a. Summary of Film Content

(1) Narrator talks about history of Great Slave Lake.

(2) Shows rivers flowing into lake and town of Hay Riyer on
south'shore of lake.

(3) Talks about the fishing industry on Great Slave Lake.
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(4) Government started studies in 1944 (best whitefish and lake
trout in the world), and in.1945, commercial fisheries began.

(5) Six independent companies operate on lake.

(6) Shows trip of boats to fishing grounds lifting nets, re-
setting nets and return of boats to camp.

(7) Fish are cleaned, dressed, salted, stored, etc.

(8) Largest fishery of its kind in the world.

(9) Fish are packed in shipping boxes.

(10) Fish are then transported to market by boat to.Hay River,
loaded on refrigerated trucks, by train to the cities of
the east

(11) Film ends by showing winter fishing operationS.

b. Questions for Discussion

(1) "What marketing jobs do the fishermen (prodUcers) do?"

(2) "What different types of transportation were used to get the
fish from the producers to the market?"

Instructor should encourage discussion and ask any other questions
that help relate the film to the Readings.
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SUBJECT MARKETING

LESSON NIK:12 WHAT IS A MARKET?

INSTRUCTOR'S GUIDE

OVERVIEW

In lesson MKT1, "Introduction to Marketing", a definition of mar-
keting was given and the students were introduced to the activities in-
volved in marketing. In this lesson, the students look at the differ-
ent aspects which make up a market. The importance of knowing the cus-
tomer and satisfying his wants is shown as the essence of marketing.
All marketing activities are performed with this concept in mind.

Marketing may take on a different aspect if the students can
visualize the customer as KING who must be well - treated if business
is to prosper. The marketing task involves all the activities which
will satisfy the customer. In order to facilitiate the satisfaction
of the customer, it is essential to know something about him, his wants
and needs.

In some communities where there is no competition the customer can
be quite neglected. The businessman sometimes takes'an attitude' of
"take it or leave it". This is a poor policy regardless, but when
there is competition, a businessman must be conscious of the way he
treats his customers. If the customers do not get satisfaction (good
prOducts, prices, services', etc.), they will go to the competition:
By proViding the customer with satisfaction, the business will attract
customers from the competition.

OBJECTIVE

The students will be able to define the term 'market' and will dis-
cuss some of the things they should know about customers in a market
area.
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REFERENCE MATERIAL FOR INSTRUCTOR

1. Kotler, Philip. Marketing Management. Analysis, nanning and Control.
Scarborough, Ont.: Prentice-Hall Ltd., 1967, ch. 4.

2. McCarthy, E. Jerome. Basic Marketing: A Managerial Lproach. 4th
ed. Georgetown, Ontario: Irwin-Dorsey Ltd., 197 , ch. 6, 8.

RESOURCES REQUIRED

1. Flip chart.

2. Projectual IsET2-1, "What Is a Market?"

3. Case MKI2-1, "White's Hardware"
MKT2-2, "Paul's Problem"

METHODOLOGY

1. Hand out the Readings.

2. Read the Purpose and Introduction with the group. Discuss any
questions the students may have.

PURPOSE

In this lesson we will discuss what things are necessary for
a market to exist. We will then discuss some of the things that
you should know about your customers and potential customers when
you start a business.

INTRODUCTION

Remember, the purpose of business is to satisfy customer
needs and wants. It is NOT to supply goods and services which
MIGHT sell. Therefore, before you start a business or engage in
marketing activities you must determine whether a market exists
for yoUrproducts

In this lesson we will discuss the elements that make up a
market. When starting a business, you should check for these ele-
ments without a market your business cannot possibly succeed.
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In addition to knowing what makes up a market, you should
also know some things about the customers in your market area.

OBJECTIVE: 1HE STUDENTS WILL BE ABLE TO DEFINE THE TERM 'MARKET' AND
WILL DISCUSS SOME OF THE THIN-CS-THEY 1-10ULD KNOW ABOUT

CUSTOMERS IN A MARKET AREA.

Stimulus

3. Hand out Case Mr12-1, "White's Hardware", and read with the
students.

Clarify Problem

4. Discuss the questions at the end of the case. Use the flip chart:

a. Question 1: "Why did White's Hardware fail?"

Answer: Basically, there was no market. Mr. White didn't
manage things very well (giving out too much credit), but
even the best manager couldn.'t have made the business a suc-
cess. There was no room in the town for another hardware
store. There was no market; there weren't enough people with
the need, the ability to buy and the willingness to buy hard -.
ware items. The established hardware store had most of the
market. .A second store only got the high risk customers.

b. Question 2: "What should W. White have done before he
started the business?"

Answer: He should have studied the iiarket Atuation. Stu-
dents may make other suggestions which should be listed on
the flip chart and discussed. At the end of this lesson,
students will be in a better position to answer this question.
The instructor should come back to this case later on.

NOTE: this case will be !Zurther analyzed in lesson MKT3,
"Sizing Up a Market Opportunity".

Provide Information

5. Read Section 1 of the Readings. Show Projectual MKT2-1, "What Is
a Market", while going over the Readings. Discuss the Readings,
referring to the case study just completed.
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List students' suggestions on flip chart and discuss. Encourage
students to think of the things they need to know aboUt the cus-
tomers in their market before they start their business. For
each suggestion made by students, ask: "1,111y do you think it

would be important to know this?"

7. The instructor may wish to aid students by outlining the following
on the flip Chart.

Why Should You
Know Mese
Things?

Who What Where When How Why

your
consumers
are

they
want to
buy-

they want to buy it

8. Read Sections 2 and 3 of the R'adings. Discuss each section and
relate to the case on Mr. Whit;'s Hardware.

2. Things You Should Know gn,)ut the Customers in Your Market Area

Before you start up your business you shOuid know the
following things about your customers:

a. Know WHO the Customers are
No product or service is bought by everyone. All people
are not customers of the same business. You should think
of your customers as belonging to various groups, each
group made up of people having common. characteristics.
For example, grouping may be as follows:

(1) People who are about the same age
(2) Males
(3) Females
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(4) Those with similar jobs
(5) Those with about the sane level of income
(6) Those with a similar number of children.

This is called dividin or segmenting your market. Foy
example, .if 1.ou starte a shoe store you might divide
your market into children, teenagers and adults. Prob-
ably you would also divide it into males and females.

b. Know WHAT the Customers want
Thinking of your customers as belonging to (or being part
of) certain groups can help you to determine which pro-
ducts they want or need. Consider the shoe store exam-
ple again. If your market is made up of a great many
older people, they are not as likely as younger people
to want the latest fashions in shoes.

Grouping your customers can also help you to determine
how much of each type of product to order.

c. Know WHERE the Customers buy
Where do the people buy their products now? Will they
be willing to bUy from your business? Does the custo-
mer want to buy at a retail store which has many differ-
ent types of goods (for example, a general store), or
does the customer buy from a store which sells only cer-
tain kinds of products? Perhaps the customer buys from
a wholesaler? These are questions you must investigate.

d. Know WHEN the Customers buy
Does the consumer buy:

(1) daily?
(2) weekly?
(3) monthly?
(4) only once in awhile?

The answer to these questions will help you plan how
much of each product to have on hand. It will also tell
you when to- order from suppliers, when to advertlse, etc.

e. Know HOW the Customers buy
Will the customer look at your prices, then check at
your competitors? Does the customer pay cash or will
he want credit? Does the customer read' and listen'to
advertising before he buys?

The answers to these questions will help you when you
are setting prices and credit policy, as well as wh
you are making your advertising plaas.
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SUBJECT MARKETING

LESSON MKT2 WHAT IS A MARKET?

CASE MKT2 - 1

WHIlh'S HARDWARE

Mr. White was a young school teacher in a small Canadian town.
After moving to the communit Mr. White made many friends, was ap-
parently well-liked and had joined in community activities. Mr. White
wanted to make more money, so he thought he would start a business.
He was encouraged by his wife to try a way of life that would bring more
income than teaching.

In 1967, Mr. White heard through a friend of a stock of hardware
for sale in a neighbouring town. The owner of the store had died. For
$2,000.00, Mr. White was offered an inventory of hardware items. In-

vestigating the possibilities in his home town, he found that he could
rant. a vacant store building between two retail businesses. One of
these businesses was a feed store, and the othet one was a long estab-
lished hardware store owned by a smart middle-aged businessman. Ad-
though a local banker told W. White not to leave his job as a school
teacher, he took his savings of $2,000.00 and-entered the hardware busi-
ness.

Other businessmen in the town didn't think the new hardware dealer's
z:....Aces'of success were very good. One of the local retailers said

wasn't room in the town for two hardware stores.

Upon opening his store, Mr. White placed a sign in the window
stating: "This store is open for business hours six a.m. to ten p.m.
The owner will do business outside of regular business hours." Mr.
White thought-that in this,way he could compete with the established
hardware store next door.

During weekdays, W. White's hardware store was the only place of
business in town open after six p.m. However, the long hours during .

which the hardware was kept open were hours of quiet, uncomfortable lei-
sure for the owner. W. White didn't make too many sales.
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the only customers that Mr. White attracted were a few poor credit
risks, who purchased small items from the new hardware on -redit rather
than paying cash in the established store. The school teacher-turned-
businessman soon discovered that his stock was down, that he had no
cash with which to purdhase new stock, and that he couldn't borrow any
more money to keep the business going.

With competition from the established hardware next door, Mr.
White's business lasted only eighteen months. There had never really
been muds of a chance for success. The market fur hardware items in
the town was too small to support two hardware stores. Even the best
manager could noL have made a success of White's Hardware.

Mr. White wished he had checked into things more carefully before
he started the business. Maybe the pay for teaching wasn't so bad
after all.

Questions for Discussion

1. Why did White's Hardware fail?

2. What should Mr. White have done before he started the business?
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LESSON MKT2 WHAT IS A MARKET?

CASE MKT2 2

"PAUL'S PROBLEM"

Last year Paul Johnson took over as manager of a Co-op store which
sold groceries and dry goods, He had woiKed as a clerk in the store
for two years and this was his first experience as a manager.

The Co-op store was located in a small town quite far from other
settlements. Most of the people who lived in the town depended upon
trapping and fishing for a living. There were a few tourist camps which
operated during hunting and fishing seasons, and which employed some
of the men of the town as guides. Some of the women worked as helpers
and ,,rooks at these camps. Also there were some government jobs but they
didn't last the year round.

There was one other store in town which sold groceries, dry goods
and hardware. This was Logan's General Store. The owner, Jacob Logan,
had lived in the town for many years. Logan's prices were slightly higher
than the Co-op but many people still bought their supplies there. Logan
operated on a "cash only" basis. Logan stayed open till after supper and
he also opened up if people needed supplies on Sundays.

One evening, Paul was talking about his business with Peter, his
brother. "You know, Peter, I have been thinking about getting the Board
of Directors to okay a plan to build onto the store. I think that is the
only way we can make this business pay for itself. Sales were down from
what I thought they would be and we had a loss on total operations."

Paul mentioned that his competition from Logan shouldn't have hurt
his business as much as it did. "A lot of people here in town stop in
at Logan's just to sit around and talk, but don't seem to buy anything.
I don't allow people to just sit around in my store. The store is a
place to buy things, not to meet friends. If people want to sit around
and talk they can go someplace else. When people aren't buying they just
get in other people's way.
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"Also, I don't think that I should have to open up at special times
for anybody. After all, everyone knows the store hours are 8:00 a.m.
to 6:00 p.m. Those have been the hours for as long as I've been here
and I don't see why I should change them.- .Sure, some of the men don't
get back from the lake till late at'night but they can still wait till
morning to buy their supplies.

"Say, Peter, you know those fancy shirts I hadsent in special. I

got a real deal on them. Thought I would really sell a lot of them.
Seems people here don't like fancy clothes. The guy I ordered them from
said that in the big cities they can't get enough; sell them as fast as
they put them on the counters. No sir, I sure can't understand why I
didn't sell any.

"Now you look at those big tin boxes I used to sell. I ordered only
a dozen because I couldn't figure out why anyone would want them. Roy,
they sold out in a week the guys use them to put their tools in so
they don't get lost or get in the way. People still ask me about them.
I bet I could have sold five dozen that month but they're too hard to
handle in the.store. They take up a lot of space and they don't really
sell at a very high price.

"And do you know that foOdstuffs haven't really been selling that
good lately? Jacob Logan says-that he's doing a real good business
selling food supplies. Not too many people are buying a lot from us,
but I guess that will change when tourist camps start stocking up for
the coming season and people get ready to go out fishing. Logan sells
at a higher price but he gives a discount to people buying big orders.
I guess that might sell a lot of stuff but I don't think it's a good
idea. Nope, anyone who buys from us has to pay the same price as every-
one else; otherwise it's not fair to people. Tt doesn't matter how much
they buy, I'll still charge the same. And I don't think that I should
put in special orders every year when the big orders from the camps come.

"Nope, if those people want to buy here they have to pay the same
as anyone else and if I'm out of something, tough luck.

"You know, Peter, the only way we're going to keep this store going
is to build it'bigger. That way we can get a large variety of goods in.
There's a lot of new products I can get which I bet will really sell."

Questions for Discussion

1. Does.Paul have a problem? If so, what type of problem is it and
what are the causes?

2. Suppose you are a business consultant. You are.called in to evalu-
ate this situation and to prepare a report containing your recom-
mendations regarding things that can be done to improve business.
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SUBJECT MARKETING

LESSON MKT3 SIZING UP A MARKET OPPORTUNITY

INSTRUCTOR'S GUIDE

OVERVIEW

In the lesson MKTI, "Introduction to Marketing", the students were
introduced to the concept of marketing. They saw that marketing con-
sists of all the activities involved in moving goods from the producer
to the consumer. In lesson MKT2, "What Is a Market?", the students
learned that the existence of a market requires people or °tn.:: busi-
nesses who have a need for products and services, the ability to pay
for.them and a willingness to buy them. This lesson studies ft steps
involved in sizing up a specific market; that is, checking the potential
of a specific business in a specific town or commtnity.

The lesson covers a large area of marketing. It will be necessary
for the instructor to go over the Readings carefully and thorouglly and
to illustrate the steps with examples to ensure that the students grasp
the content,

At this point in the course, the students are familiar with a
simple accounting system. The instructor should relate the forecasting
of sales, costs and profits to the Profit and Loss Statement. In later

lessons, the students will have an opportunity to study projected state-
ments which are really the sane as the forecasting mentioned in this
lesson.

This lesson is quite lengthy; the students may need a break between
the different sections.

OBJECTIVE

The students will be able to list and carry out the steps to be used
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PURPOSE

In this lesson youi will discuss the five steps ti:at you
should use to determine if it will be profitable to start up your
own business; thJt is, you will study the five steps in sizing up
a market opportunity.

INTRODUCTIal

Is it recessary to thoroughly investigate a market opportun-
ity before going into business? In a legal sense, the answer is
'no', but for your own benefit, it is wise to do so. If you do
not examine the market before going into buSiness, you may dis-
cover that there is no market - the result is usually business
failure.

The purpose of market investigation is tb obtain information
which will help increase your chances of success in a particular
business. Therefore, your aim should be to start the right kind
of business in the right location. The best way to do this is to
investigate several market opportunities to see which one is the
best. Perhaps a different type of business or a different lo-
cation would be better for you. Perhaps it would be better for
you not to go into business at all, but to work for son firm or
institution. These questions should be investigated before you
start a business. It pays to do any research that will increase
your chances of success,

OBJECTIVE: THE STUDENTS WILL BE ABLE TO LIST AND CARRY OUT THE STEPS
TO BE USED IN SIZING UP A MARKET OPPORTUNITY.

Stimulus

2. Refer students back to case MKT2 -1, "White's Hardware", and ask:
"What steps should Mr. White have gone through to size up the
market opportunity for hardware items before he started his busi-
ness?"

Clarify Problem

3. Record the student's answers on the flip chart; then have the
students arrange the steps in the order in which they should be
carried out. If students are having difficulty suggesting steps
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to be followed, ask: "What steps should you go through in sizing
up the market op12ortunity for your business?"

Provide Information

4. Read and discuss Section 1 of the Readings. Emphasize the im-
portance of knowing whether or not there is enough business (cus-
tomers) in the area before starting the business.

CONTENT'

1. Sizing Up Your Market

Before you start a business, you should do whatever you
can to determine whether or not the business will be profit-
able. To do this, you should know if the market is big
enough, if there will be enough customers, what volume of
sales you might expect, if there is competition, etc. You
should determine approximately how much it will cost to start
and operate the business.

By subtracting projected costs from projected income,
you can get some idea whether or not the business will be
profitable, and if the market opportunity is worthwhile.
For example, if you find that there is a poor market oppor-
tunity few customers, few sales, lots of competition, etc.
you will not try to start that particular business in that
location.

There are five steps you should use to determine the
profitability of a potential business.

5. Read Section 1. a of the Readings.

a. Ste. 1: Decidin: on the
e ree major types o

from are.:

of Business
usiness at you must, choose
is

(1) Avbrchandising Business
This type of business buys finished products from
wholesaiers or manufacturers and retails (or whole-
sales) them to others for consumption (or resale).
For example, if you start a grocery store, you
will be engaged in a merchandising business. you
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will be buying products and selling them to con-
sumers.

(2). Service Business
This type of business offers special services to
consumers, merchandisers, or even to manufacturers.
It renders this service in exchange for a fee..
For, example, if you start a taxi. business, you will
be providing a service to both consumer markets.
(the public) and to business markets (delivering
goods).

(3) .Manufacturing or Processing Business
This type of business receives materials in ore
form, works on them and distributes them in an al-
tered form. For example, if you cut pulp and sell
it to a pulp mill, you will be engaged.in a manu-
facturing busiaess. You will be producing a pro-
duct (pulpwood or logs) and selling this. product
to a business market (the pulp mill). Or, if you
make and sell popcorn an a street corner, you will
also be engaged in a manufacturing business.

Which type of business are the following:. a handicraft
shop, barber shop, dry cleaner, hardware store, shoe
store, and service station?

Three of the most important questions to ask when de=
ciding what type of business to start are:

(I) Is there a NEED for this type of business? Does
a market exist?
If you have lived in or near a certain community
most of your life, you may feel you know the needs
of the people there. As a result, you may con-
sider a survey of the market unnecessary. However,
according to the definition of a market, the peo-
ple must not only need your products but they must
be able and willing to pay for them. For example,
people may need shoes and may have the money to
pay for them, but if the shoes are priced at. $35.00
they may not be willing to pay that high a price.
Thus, a need may exist, but there may be no market.
In oLer words, people are not willing (choose not
to) or are unable (they lack the finances) to act
an certain needs.

You can determine if a need for your type of busi-
ness exists by interviewing or talking to the peo-
ple in the area. Do they use the product or ser-
vice? Where do they purchase it? Would they prefer
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to purchase locally if they could?

An additional reason for evaluating a market op-
portunity is that this information is necessary if
you apply for a loan or grant. Is the market
stable? Is the demand for the product or service
.increasing;_or decreasing? Is the demand likely to
change greatly in the future? A lending agency
will want facts and figures before it will approve
a loan or grant.

If there is little need for the product or service
you want to sell, you will have poor sales, your
business may fail or it may not give you as much
profit as you want or need.

(2) Do I have the SKILLS to run this type of business?
Before deciding to go into business, you must care-
fully analyze your personality; leadership ability
and technical skills. If you do not have the skills
to operate a particular type of business, perhaps
you should consider another type of business, or
work for someone else to gain experience.

(3) Do I have, or can I obtain, sufficient FINANCING
to start a business?
Financing is a vital consideration when starting a
business. You must make arrangements for sufficient
finances to operate the business properly and to
cover any unexpected expenses that may arise, be-
fore you start a business.

Your business is almost certain to fail if. there is
little or no market for your products or services, if
you lack the skills necessary to operate a certain type
of business, or if you lack adequate financing; there-
fore, choose a business for which there is a need and
for which you have (or can obtain) the necessary skills
and adequate financing.

6. Answers to type of business: handicraft shop:TroductiorCand
merchandising; barber shop: service; dry cleaner: service; hard-
ware store: merchandising; shoe store: merchandising; service
station: service and merchandising.

7. Ask students: "How many of you haye more than one type of busi-
ness'in mind which you might start up? Is there a NEED for this
type of business? 'Do you have the SKILLS to run this type of
business?"
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8. Beaci Section 1, b of the Aeadings; discucs each sub - section.

9tescation
lfole,o..acsar your ,business is an important
factor in its success or failure. A poorly-run busi-
ness can often survive in ,3 good location, but even the
finest business will fail in a poor location.

Mere are two important aspects to consider in choosing
.a location for aHmeDdIandising or service business,
ghoice of .a location for .a manufacturing business will
be discussed in lesson PROM, "Plant Location".)

(1) You will have to Choose a particular community in
which to locate your ;business. Your choice will
depend on several factors:

(a) Personal-Factors
Youwillinaii716&termine whether or not you
want to be near friends and relaives, or in
a community Where you are unknown Do you
prefer a rural .area, village, town or city?
In which region or part of the countyy would
you like to locate. Does yourheaJth require
you to locate in a particular climate?

0) Economic Factors
3WRill want to locate your business in an
area ,adhere customers have regular incomes over
the long ruu. Are jobs .available locally or
do workers have to leave the area to findem-
ploymeat? Is employment seasonal or regular?
M there good road :and transportation facil-
ities into the area? What is the volume, or
potential volum, of s.als?

Competition.
have to evaluate the competition, if

any, in both the immediate and surrounding
area. if similar businesses are serving the
s-ane loaNet, there may not be sufficient sales
f07.c all to continue operating. Is the need
currently being met? Does another business in
the community or nearby handle the same pro-
ducts or services? Do current businesses
specialize or& they handle may products or
services? You will also want to determine the
amount of money currently being spent on the

(C)
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products or services, or how much would be
spent if the products or services were avail-
able locally. If the need is being met, you
will need to know what percentage of sales
volume goes to each. competitor.

(2) You will have to choose a site within `the commun-
ity. Your choice will often depend on the size of
the comunity.

In a city you have to determine whether you want
to locate in the downtown area or in an outlying
or suburban area. In a town, village or small
community, location is much easier to determine.
There is usually a central location which is the
most convenient for your customers, and you would.
probably choose a site in or near this location.

Can you list other factors that you should consider be-
fore deciding where to locate your business?

In making a final decision on-loCation, you should weigh
the advantages and disadvantages of each of the factors
listed above. You should avoid making a snap or emo-
tional decision. One location may have a better-market
opportunity than another. In lesson MKT13, "Analyzing
Your Market", you will discuss location factors in more
detail.

9. Hand out and read case MKT3-1, "Locating a Store". Discuss the
question. at the end of the case. Ask students to vote on which
is the best location, and to give reasons for their choice. .

Ask: "What are the advantages and disadvantages of each location?"

10. Distuss the pros and cons of being known in the town versus being
a stranger in the town. PUt the following table on the flip chart
for discussion.
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You can start a business
in a town whore you know
the people and they know
you.

You can start .a business in
a town where you do not know
the people and they do not
know you.

Advantages Disadvantages. Advantages Disadvantages

If the people People may take People will not You are a
like you, they advantage of you take advantage stranger.
will come to because they of you.
your stbre. know you

If you are care-
People may
not trust

You will know People may be ful, you can you.
which customers upset if you do make friends
you can trust: not give them and build up a You do not
and which you
cannOt.

credit.
.

You may have

good business. know which
'customers
you can

You will not a hard time trust and
have the prob- saying 'no' to which you
lens of ad-
jesting to a
new town.

the people. cannot.

11. Discuss the decision a businessman has to make about what part of
town would make the best location for his store. Ask:

a. "What are the pedestrian traffic patterns in the town?"

b. "Are other businesses near by?"

c. "Will the business be conveniently located (close to parking/
bus stop, or close to where the people live)?"

d. "Is there enough room for expansion?"

Ask students to list other factors

12. Read Sections 1. c, d, e and 2.

c. Step 3: Forecasting Your Sales
Sales forecasting means estimating the size of your
market; that is, how much of your product or service you
can expect to sell in the future. Before starting a
business, you must estimate what share of the market you
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,c ui evec to get in order -to ,deteandne .4.either or not
the business mill be profdtable. Also, you !must he
stave that a anarket eidsts before applying ifor a loan or
grant, loan Applications ask for a $rale.s forecast
ali.do profit forecast. .

Mere are three steps involved in sales forecasting.

ik3i) `You 1)411 haw to research (gatiaer info/nation :about)
. the Inet In lesson M172 "Vat ts a tilarker,

you learned that you gaged to know the 9glao,
mhere *thy and how (of a nuaeket.

((a) at Infol7mation Do 'You :Need?
ha sizing up your market, it is especially jall-
iportaut o know how many (customers there :are
for your type (of blasiness and how Inn& Limey
each Ous . r spends (on the type kof product oar.
:service you will he settling . Chid diese
things, you mill need to gather (data (on:: -the
population ( (of indiarlikduals one:taunter
of families) :in the ;area; the Ivrcentage i.of the,
iropaation tlIa4 your type of product or
:service; the income of the people; .and the
pementage of income spent (on your type ,o.f
product or service-

O)) allow (Can /ma (Cother ias Information?
Yu an cony cot a survey- 'Was involves
asking questions of oustoners suppliers,
,g0verninent agencies, etc- Wm can (do ywr
survey by telephone, nail, andlor personal in-
te.rtd.ew, \You (can ;also make Observations of
the activities of consumers and creel:tors-

((c) here (Can Tau (Cet Iflas laaformation?
tou can sett die intormation taireertly from the

cakditors etc. or from
her ISalrae.5 suck as city hall, hoard a

trasite, (Chanter of commente golemnant ,agencles
and (other local Loommunity comicils or aroma--
z-ations,

((.2) :xoti ;will hale to estimate tne total sales potential
of the market.. (Once .y0111 have -researChed your oar-
Iwt you (can make an estimate of the total :sales
p.otential :for your -ttwe of product or service in
that market area,
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For example, you may find that there are 200 fam-
ilies in the town and surrounding area, and that
the average family spends $100.00 a year on your
type of product. Therefore, yearly sales potential
to the families would be 200 x $100.00 = $20,000.00.

You may also find that there are 30 other businesses
in town that would buy some of your product and
that, on the average, each business would spend
$150.00 a year on these items. Therefore, yearly
sales potential to other businesses would be
30 x $150.00 = $4,500.00. Thus the total yearly
sales forecast for items in your market area would
be $20,000.00 + $4,500.00 = $24,500.00.

(3), You will have to estimate your share of the sales.
You can expect to capture the total sales potential
of the market area only if there is no competition.
If there is competition, you will have to determine
what share of the market your competitors have and
what share you can expect to get. Maybe you can
take some of the market away from your competition.
You might be able to win customers by satisfying
them better than your competitor, through:

(a) better products higher quality, more style
and variety

(b) better prices

(c) better prcnotion more effective "advertising
and display, informed sales clerks_

(d) botter service quick delivery, good credit
terms

(e) better location more convenient, better
parking.

d. Step 4: Estimate Your Costs
Chce you have determined a sales forecast for a certain
period of time in the future, you will have to estimate
the costs of running the business. You will have to
consider the cost of the goods (purchase and freight),
of wages, advertising and taxes, of heat, power and
rent, and of loan payments.

e. Step 5: Estimate Your Profits
Once you have estimated your sales and costs, you will
have to calculate what your profits are likely to be.
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ESTIMATED PROFITS = ESTIMATED SALES ESTIMATED COSTS

-For example, if your estimated costs for one year are
a total of $20,000.00, and your estimated sales are
$24,500.00, your profits would be:

ESTIMATED PROFITS = ESTIMATED SALES ESTIMATED COSTS
= 4:24,500.00 $20,000.00

$ 4,500.00

Therefore, you would have a profit for the year.

You should try to estimate what your profits will be
for one, two,' or three 'years in the future. To do this,
you will have to make sales forecasts and cost esti-
mates for each of these years in the future. Many loan
applicatidns require this information.

2. Summary

It is always wise to size up the profitability of the
market before you start a business. Some business opportun-
ities may be good;' some may be poor. A thorough investi-
gation before you engage in business will improve your
Chances of success.

13. Discuss the relationship of the forecasting of sales, costs and
profits with the Profit and Loss Statement. The instructor should
indicate to students that these last three steps will be studied
again in lesson FAB42, "Projected Financial Statements".

14. Summarize the lesson by showing and discussing Projectual MKT3 -1,
"Steps in Sizing Up Your Market".

15. The instructor should plan a trip for the class to one or more
retail operations. Arrange with manager for a conducted tour
of the business and a discussion period with the manager on mar-
keting, personnel and related questions.

Indicator

16. Ask each student to write a report on the business opportunity
which he plans to explore, outlining how he would use the five
steps to size up the.business opportunity. In most cases, it is
too soon to expect the students to have specific data available,
but they should be thinking of how .they could use the steps in
their particular circumstances, where they would get the information
they need, and how they would go about getting it.
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MKT3 -1 STEPS IN SIZING UP YOUR MARKET
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SUBJECT MARKETING

LESSON MKT3 SIZING UP A MARKET OPPORTUNITY

CASE MKT3 1

LOCATING A STORE

Jim and Davewere both planning on going into businessfor them-
selVes. One day they were talking about where each one was going to
build his general store. Both of them had looked at several possible
locations before they made their decisions.

Jim had decided to build in his home town. He figured that be-
cause he knew most of the people there and because he waswell-liked,
he would do really well in business.

Dave had decided to set up his business in a town some distance
away. Dave didn't know too many people in the town, but he still
thought that a well-run business would be a success there.

Jim and Dave were talking about how they had made their decisons.

Jim said he had decided to build in his hone town because he knew
most of the people. There was a Co-op store and a Hudson's Bay store
there already, but Jim still. figured he could do a good business. Both
the Co-op and the Bay stores hadbeen in business for some time. They
both did a lot of business.

Jim's home town wasn't very big. 'The people who lived there worked
at fishing and hunting. Some of the people _worked part time with the
government. Some of the people worked at jobs an the outside, mainly
at construction and in the mines. These people only came back hone four
or five times a year for periods of a week or two.

Transportation into Jim's hone town was by boat or plane. The Bay
and the Co-op stores had their supplies transported into the town by
barge in the summer. A few supplies were flown in during the winter
but not too much could be brought in this way.

547



MKT3

Dave asked Jim if he thought that there was enough business in the
town for three stores. Jim said that there was because there were so
many people. Jim also thought that he could do well becatze he knew
most of the people and because he had lived there since he was a small
boy.

'The town where Dave had decided to build his store already had one
general store. It was the only store in town. The people in this town
did some trapping and fishing but they also had some tourist camps.
There was a mine situated in a community a few miles away and many of
the men in the town worked in the mine. They lived at the mine all

.,week and they came home to their families on weekends. There was also
some logging in the country around the town. Many of the men worked on
the cutting crews. The cut timber was trucked out to the mill in the
south by a road which ran past the town. Dave figured that because
people had jobs all year round there was,a better chance to make a busi-
ness succeed in this town. He figured that there were enough people to
keep two stores busy all year round. Dave thought that, with the right
policies, and by offering the right merchandise, he would do all right by
building his store in this town.

Question for Discussion

1. tiVhich location do you.thica is best from a business point of view,
Jim'S or Dave's? Why?
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SUBJECT BUSINESS LAW

LESSON BL1 INTRODUCTION TO BUSINESS LAW

INSTRUCTOR'S GUIDE

OVERVIEW

A group of people living in a geographically or politically defined
area (Canada, for example) develops strong customs that direct the basic

.pattern of group living. These customs eventually become known to all
group members and further develop into rules of conduct.--Eventually
these rules of conduct become institutionalized in legislative enactments,
administrative decrees,. and judicial decisions. Law is thus formed by
the process of social recognition and acceptance.

Rules of law develop to preserve fairness and justice in the social
setting. Fairness and justice are important because conflicts arise
from time to tiw among members of an organized society. Conflicts arise
because certain members of society attempt to assert rights which in-
fringe on the rights of other members of that society, or in_the society
as a whole. This problem increases as populations grow and scitIa:y be-
comes more complex.

A basic tenet of our society is the right to individual ownership
of property; that is, private property such as land, goods, and money.
In theory, members of our society recognize and accept each other's
rights of ownership. However, in practice, some members attempt to ex-
ercise property rights or engage in a:tivities which can infringe upon the
rights of others. The law spells out the extent of individual rights
and responsibilities. That is, it states what an individual must do,
may do, and may not do in various situations. When disputes arise, it
becomes necessary to determine whether someone has violated a rule of law.
If so, it must further be determined whether someone else is entitled to
compensation because of the violation. Thus, in addition being a
formalized set of rules, the law also serves as a system through which
disputes are settled.
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Business activity cannot take place in an atmosphere of legal un-
certainty. Without a set of legal rules there would be no protection
to persons or to property, no means of enforcing contracts, and no basis
upon which to determine the validity of claims put forth by disputing
parties.

The law serves as an aid to business by upholding the right to pri-
vate property (the ownership of land, buildings, equipment, etc.), by
providing the means through which property rights may be transferred
(conditional sales agreements, Sale of GoodS Act, etc.), and by pro-
viding ways in which transfer can be facilitated (allowing agents to act
for the principals, allowing mortgages, etc.). The law also spells out
in detail the legal responsibilities of businessmen both within and out-
side the individual firm (Unemployment insurance, Canada Pension Plan
and Income Tax regulations, etc., and laws the businessman must adhere to
regarding consumer protection, etc.).

In recent years pressures for social, economic and environmental
change have been brought to bear on religious, governMental and educa-
tional institutions. These same pressures are now being brought to bear
on business institutions. The result of these pressures has been an in-
crease in legislation directed at business enterprises. Examples in-
clude anti-pollution legislation, truth-in-advertising laws, legislation
for the protection of consumers, and changes in income tax, pension plan
and unemployment insurance regulations.

To protect themselves, businessmen must be aware of legislative
trends, that is, they must know or obtain advice about legal matters that
can affect their operations.

The Business Law subject area in this course points out some of the
basic legal matters with which every businessman should be familiar. We
neither intend nor expect that anyone will become competent enough to
handle their own legal affairs by studying these Business Law lessens.
We do, however; expect that there will be an increased familiarity with
the rules of law and.the legal system. The individual will be better
able to anticipate his legal needs and will be able to deal more knowl-
edgeably with lawyers and government agencies.

This lesson discusses the sources and divisions of law. It also
outlines, briefly, the topics to be covered in the Business Law subject
area. A set of supplementary readings at the end of the lesson provide
information on the stricture of the Canadian legal system and the pro-
cedures involved in using this system.
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OBJECTIVE

The students will have a general awareness of the two major sources
and six main classes of law in Canada.

REFERENCE MATERIAL FOR INSTRUCTOR

1.' Anger, William H. and Anger, H.D. Summary of Canadian Commercial
Law. 18th rev. ed. Toronto: Sir Isaac Pitman (Canada) Ltd.,
1962, ch..- 1.

2. Chapman, F.A.R. Fundamentals of Canadian Law. Taranto: McGraw -Hill.
Company of Canada Ltd., 1965, chs. 1, 2, 3.

3. Smyth, James E. and Soberman, D.A. The Law and Business Adminis-
tration in Canada. 2nd ed. Scarborough, Ontario: Prentice-
Hall of Canada Ltd., 1963, chs. 1, 2, 3.

RESOURCES REQUIRED

1. Flip Chart.

METHODOLOGY

1. Do NOT hand out the Readings at this point.

2. Read the Purpose of the Readings to the group, then write the words
'sources' and 'classes' on the flip chart.

OBJECTIVE: THE STUDENTS WILL HAVE A GENERAL AWARENESS OF THE TWO MAJOR
SOURCES AND SIX MAIN CLASSES OF LAW IN CANADA.

Stimulus

3. Ask: "What is law? Can anyone define it or tell us what it is?"

List the definitions on the flip chart. Allow students to discuss
their definitions among themselves but do not clarify anything at
this point.
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4. Ask the students if they know the sources of our laws, that is,
where they came from. Answers should be listed under the heading
"sources" which was written on the flip chart earlier.

5. : Ask the students if they know the various classes of law. Answers
will b..: listed on the flip chart under the heading "classes".

Clarify Problem

6. Hand out the Readings.

7. Have the students read the Purpose again and also go over the In-
troduction and Section 1 of the Readings. Compare Readings with
answers on the flip chart. Stop for discussion as necessary.

PURPOSE

The purpose of this lesson is to provide you with information
about the sources and major divisions of law in Canada and the
classes into which the law is divided.

The instructor will provide you with a complete list of the
topics to be covered in the Business Law subject area. He will
briefly discuss each topic commenting on its importance to a busi-
nesSman.

The supplementary readings at the end of this lesson contain
information about how our legal system works, You will lock at the
system of courts in Canada and how the courts function.

INTRODUCTION

The importance of law in business has been discussed in some
of the Management Process lessons. However, before you start
dealing with specific topics that an owner-manager should know,
is advisable to set up a framework showing the various sources,
divisions, and classes of law.

The two major sources and divisions of law in Canada are:
4

1. Common law
2. Statute law

The law is also divided into various classes as follows:

1. Criminal law
2. Constitutional law
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3. Military law
4. Ecclesiastical law
S. International law
6. Private (or civil) law

Each of these will be discussed briefly inthe following
sections of this lesson.

CONTENT

1. What is Law?

There are many definitions of law just as there are many
types of lay-. In this course you will be studying private or
civil law a set of rules and regulations that our law courts
will enforce.

Below are two definitions of law. They are presented
for your consideration and are not intended to be the only
definitions that apply to the field of law.

Law con, Lo oi /tau, taid down
by vatiou6 authotities, which can-
not be btoken without penaety.1

law con4izt6 oi thoze Au2e6 tegu-
tating men's conduct in 'society
which we enliotced by organs of
the govetnment -through the u6e oi
pe4a2tie4 OA. ioAce.2

1F.A.R. Chapman, Fundamentals of Canadian Law (Toronto: McGraw-
Hill, 1965), p. 3.

2J.E. Smyth and D.A. Soberman, The Law and Business Adminis-
tration in Canada, 2nd ed. (Toronto: Prentice-Hall, 1968), p. 3.

8. Ask the students if they know the meaning of:

a. Common law
b. Statute law.

List answers on the flip chart.

9. Ask the students if they know the meaning of:

a. Criminal law
b. Constitutional law
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c. Military law
d. Ecclesiastical law
c. International law
f. Private (or civil) law.

List answers on the flip Chart.

Provide Infornation

10. Go over Sections 2 and 3 of the Readings with the group. Compare
information in Readings to answers on the flip chart. Stop and
discuss as necessary.

". Common Law and Statute Law

a. Common Law
Common law originated in England. In early times as
various races of people settled in different areas of the
country they established their own local laws. As busi-
ness activities expanded and communication methods.im-
proved, a need arose to establish a set of laws that
would apply uniformly throughout the country. The auth-
orities decided to gather together the laws from each
district. Certain laws which were ccanwin to all areas
of the country were collected, adapted and established as
the Common Law of England.

Common Law follows the rule of precedent. This means that
when a judge tries a case, he determines what decisions
have been reached by judges in prior cases with similar
circumstances and he follows those decisions. In Canada,
the Common Law applies in all provinces except Quebec,
which has a civil code of laws.

b. Statute Law
Statute law consists of acts passed by Parliament and the
provincial Jegislatures, and of by -laws passed by muni-
cipal governwnts. These acts or statutes are referred to
as "legislation". A statute overrides all the common law
dealing with he same point.

In many cases statute law is the codification of the ex-
isting common law. Examples are the Bills of Exchange
Act, the Criminal. Code, the Sale of Goods Act and The Part-
nership Act.

Statutes are used to introduce new law in some cases. In

other cases statutes may be used to amend or change former
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law to bring it up-to-date with changing conditions in
society.

3. Classes of Law

You will not be studying most of the following classes
of law in this course. However, they are included and briefly
explained to give a complete picture.of our legal system.

a. Criminal Law
Criminal law prohibits violations of the laws that are in-
jurious to others or to the country. Examples include
manslaughter, breaking and entering,- arson, and theft.
These violations are "indictable offences", that is, of-
fences for which the wrong -doer may be prosecuted, and
which are punishable by either a fine, imprisonment or
both.

b. Constitutional Law
Constitutional law consists of the laws that determine
the system of government we have. Constitutional law in
Canada is governed by the British North America Act
(the B.N.A. Act). Under this act there is a division of
powers in Canada between the federal and provincial gov-
ernments; for example, defence is, the responsibility of
the federal, government and education is the responsibil-
ity of the provinces.

c. Military Law
aritary law imposes controls on the conduct of members
of the armed services. Besides being subject to military
law, members of the armed services are subject to all
other laws.

d. Ecclesiastical, Canon or Church Law
Church law is the source of our laws relating to marriage,
incest and sutcession, In addition, this class of law
regulates the conduct of members- of the clergy.

e. International Law
international law relates to the rules upon which nations
agree to govern their relations with each other. Agree-
ments regarding territorial waters are an example.

f. Private (or civil) Law
There are four main branches of law to be considered here:

(1) Contractual rights
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(2) Property rights
(3) Personal rights
(4) Administrative regulations

In this course we will be emphasizing contractual and
property rights.

11. The instructor will briefly describe the lessons to be covered in
the Business Law subject area as the students read Section 4.01 the
Readings. Discuss as necessary.

4. Lessons in the Business Law Subject Area

The following list outlines the topics that will be
covered in these lessons. The instructor will briefly dis-
cuss each topic, pointing out its importance to you as future
businessmen.

BL1: Introduction to Business Law
This lesson introduces you to the various sources,
divisions-and classes of law.

BL2: Introduction to Different Forms of Business Organi-
zation
You will be introducecPto the four legal forms of
business organization: proprietorship, partnership,
limited company and co-operative.

BL3: Proprietorships and Partnerships
In this lesson you examine some-of the major aspects
of proprietorships and partnerships.

BL4: Limited Companies and Co-operatives
You will discuss some of the major aspects of lim-
ited companies and co-operatives in this lesson.

BLS: Lejal Sters Required in Setting Up Each Form of
Business Organization
In this lesson you.will be examining and discussing
the various legal steps that are required after you
have decided on the form of business organization
you want.

Bib: The Legal Contract
contract is the basic tool of business. In this
lesson you will study and discuss the five major
elements that must be present before a legally en-
forceable contract exists. A legal contract, very
generally speaking, is a set of promises that the
law will enforce.
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BL7: Special Contracts: The Sale of Goods
This lesson emphasizes the important aspects of a
contract of sale. It also points out the use of
and importance of an agreement to sell.

BLS: Special Contracts: Business Insurance
In this lesson you will discuss the importance of
business insurance. You will also examine the
types of business insurance that are available.

BL9: Ownership and Transfer of Real Estate
This topic is of particular importance to anyone
who plans on going into business.

BL10: Leases
Many businessmen lease property instead of buying
it. This lesson examines the important aspects of
leasing and discusses some things that you should
know if you ever plan on leasing property.

BL11: Mortgages
If you borrow money to purchase property, or if .

you own property and borrow money, you may be reT
quired to give your creditors a mortgage on your
property. This lesson examines the main things
that you should know about mortgages.

BL12: Insolvency and Bankruptcy
There are many reasons for business failure, but
most of them stem from poor management. Business-
men often think they can do nothing to prevent
their business from failing sometimes there IS
nothing they can do. However, as this lesson points
out, the law can provide help for businessmen who
are in financial trouble. If the business cannot
be saved financially, the law can help the business-
man to become free of debt.

BL13: The Indian Act
This lesson involw.s a discussion of the Indian Act
which may help the student to play a More produc-
tive rAe in his community.

The aboVe list of topics_will give you some idea of the
lessons to be covered in this subject. You will not become
your on lawyer simply by studying these lessons. You will,
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however, have a much better appreciation of legal procedures
and will also know when to call on the services of a lawyer
to ensure that your business interests are protected.

12. Co over Section 5 of the Readings with the group.

5. Sunnnary

In this lesson you have been introduced to the two ma-
jor sources and divisions of law:

a. Common law
b. Statute law.

In addition, you have learned that the law is also divided
into the following classes:

a. Criminal law
b. Constitutional law
c. Military law
d. Ecclesiastical law
e. International law
f. Private (or civil) law.

You are now ready to study laws that apply to business
transactions. In the next lesson you will start to study
legal forms of business organization, that is, proprietor-
ship, partnership, limited company and co-operative.

Indicator

13. Ask the students what they learned from this lesson. Direct the
discussion to the students' understanding of the two major sources
and six major c;.asses of law. Clarify any points that are not
clear, and summarize the lesson using the ideas set out in the
"Overview".

14, Read through the supplementary readings with the students. Discuss
and clarify as necessary.
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LESSON BL1 INTRODUCTION TO BUSINESS LAW

SUPPLEMENTARY READINGS

1. The System of Law Courts in Canada

. The names and the functions of the courts in each province
differ somewhat, but in general they follow the pattern shown be-
low:

a. The Provincial Courts

(i) Magistrate's Court
The magistrate rarely handles any cases dealing with pri-
vate law, that is, cases concerning contractual, property
or personal rights or cases having to do with adminis-
trative regulations. He hears criminal cases of all types
except for the most serious offences such as murder,
treason, rape and manslaughter. No jury trials are held
before him. If an accused person wants to have a jury
trial (and he may do so), the case must be heard in an-
other court.

(2) Probate Court (or Surrogate Court)
Deceased persons' estates are supervised by the court.
When a person dies without leaving a will (intestate),
the court appolnts an administrator to wind up his af-
fairs. If a dispute arises about the validity of the
will or the distribution of the assets of an estate, the
court rules on such matters. The court must also uass
:all expenses involved in settling the estate.

(3) Juvenile Court
Childien and adolescents who the government feels re-
quire special care and are too young to be dealt with in
the ordinary criminal courts are brought before the
Juvenile Court judge.
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(4) Family Court
Questions dealing with domestic relations (but not div-
orce) are handled by the Family Court.

(5) Small Claims Court (or Division Court)
This court handles disputes concerning small amounts of
money. The procedures are relatively simple and infor-
mal, so the cost of taking action is quite low.

(6) District Court (or County Court)
The District Court handles actions involving claims of
a medium size, whether for debts or for damages for in-
juries suffered.

(7) Court of Queen's Bench (also called the High Court of
Justice of the Supreme Court, the Superior Court, the
Supreme Court, and the Supreme Court Trial Division)
It has unlimited jurisdiction in both civil-and crim-
inal matters. Judges of the Court of Queen's Bench
go on circuit, that is, one judge tours each of a group
of district towns twice a year and tries the cases
waiting for him.

(8) TheCourt of Appeal (or the Appellate Division, the
Supreme Court en banc (the whole bench), the Queen's
Bench Appeals)
If either of the parties to a court action is dissatis-
fied with the decision of a lower court, he may appeal
to the Court of Appeal where the decision will be re-
considered. In addition this court hears criminal ap-
peals

b. The Federal Courts

(1) The Exchequer Court.
It handles such matters as patents, copyright, trade-
marks, federal taxation, interprovincial railways, and
admiralty (disputes concerning ships and navigation).
This court also hears actions brought against the feder-
al government, unless the person or persons bringing the
suit do so in ane of the provincial courts.

(2) The Supreme Court of Canada
The Supreme Court is the final court of appeal in Canada.
It hears appeals both from the provincial courts and from
the federal Exchequer Court. It also rules on the con-
stitutionality of federal and provincial legislation,
that is, vivyther the federal and provincial. governments
have the 'authority to pass (legislate) certain laws. Any
person or persons wishing to appeal a case to the Supreme
Court, in which the money damages involVed are $10,000,
or less, can only do so with the consent of the Supreme
Court.
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2. Procedures Involved in Using the Courts

Procedures (steps) to be followed in using the courts must be
as clear and as well-defined as possible if the system of courts
is to function efficiently.

Any disputes which are taken to the courts for settlement
become known as an action. An actica is started by issuing and
serving a writ.

a. Settlement Out of Court
Only a small number of the court proceedings that are started
ever come to trial. Most proceedings are not simply dropped,
they are settled out-of-court.

Settlement out-of-court means that one of the parties to the
action agrees to pay certain suns of money, or to do certain
things, in return for which the other party agrees to waive
(give up) all his rights to further action arising from the
dispute.

Settlement out-of-court is fast, definite and avoids costly
court proceedings. It also eliminates the risk, for both
parties, that the court will rule against either one of them.

The party that starts a court action proves to the other
party that he is serious in his intentions. This often has-
tens settlement on the part of the second party.

The actions that do go to trial and end with a court decision
(ruling) are valuable because:

(1) these decisions provide guidelines on which both parties
involved in a dispute can judge the strength of their
respective positions

(2) the parties involved in a dispute know that the courts
will settle the dispute if they cannot.

b. Procedure Before a Trial
After the decision to sue has been made and a writ has been
issued by the court, the writ is served on (presented to) the
defendant (the person or party being sued) . The writ informs
the defendant by whom and for what he is being sued. He must
receive.this information before action can .Froceed so that he
can prepare to defend himself. Usually the defendant's first
move is to consult a lawyer.
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The parties determine which elements of the matter are in dis-
pute. Bath side then prepares a set of pleadings in which
they specify what they intend to prove. This servies to fur-
ther clarify the issues involved.

Once both sides have satisfied themselves that the action
should proceed to trial, it is listed on the docket for the
.xt sitting of the court.

c. The Trial
At the trial evidence of the facts involved in the dispute
is brought before the court. The plaintiff (person or per-
sons who brought the suit) must prove his case. This he does
by bringing all evidence of favourable facts before the court.
He must also be prepared to argue that these facts prove his
claim in

The (Zefendant, on the other hand must attempt to prove his
own version of the facts or at least to minimize or refute
the facts put forth by the plaintiff. Evidence is presented
in court through the examination of witnesses. Evidence that
is hearsay is not admissible in the court. Hearsay refers to
words that the witness states were said by a person who is not
before the court.

After all evidence has been presented, counsel (lawyers) for
both sides Summarize the arguments in a way that is most fav-
ourable to their respective clients.

The judge may give his decision immediately or after only a
short recess. However, he may take longer in some cases to
evaluate the evidence and to compare the decisions reached
in similar cases.

d.
J1IIHer or both parties decide they wish to appeal the judgL
ment, they must notify the proper court within 30 days or less.

The appeal court will review the evidence and either uphold
(agree) with the original verdict or overturn it and order a
re-trial.
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LESSON BL2 INTRODUCTION TO DIFFERENT FORMS OF
BUf.3INESS ORGANI ZATI ON

INSTRUCTOR'S GUIDE

OVERVIEW

The' type and size of a business largely determines the number of
employees and the investment required to operate the business. These
sane factors also have a direct bearing on the legal form of organization
that is most appropriate for the particular business venture.- For ex-
ample, some businesses may be operated by a single person with a rela-
tively small investment. Other businesses may require the aid of a few
employees. Still others require many employees and a large investment.
Finally, some businesses require only a few employees, but need a large
investment to get started.

In this lesson the students are introduced to the four most common
legal forms of business organization: sole proprietorship, partnership,
limited company and co-operative.

The majority of small businesses are organized as sole
ships, in which one man is the sole owner. He receives all
-- but must also assume all the losses, bear all_ the risks,
the debts of the business. In addition, he must supply all
needed, assemble or arrange for the physical facilities and
and (usually) manage the business.

proprietor-
the profits
and pay all
the capital
merdhandise,

A partnership exists when two or more persons combine their funds
and abilities to carry on a business for profit. Partners share pro-
fits.aad losses equally unless there is a partnership agreement stating
otherwise. A partaet has the right to take part in management, share in
the profits of the business as agreed upon, obtain full business infor-
mation, and inspect the books of account. Each partner can bind the
firm for debts to outsiders. A partner is also entitled to a return of
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his investment, plus a share of accumulated earnings, if the partner-
ship is dissolved and the business has shown a profit. He must share
in the loss if the business has experienced a loss.

the corporate (limited company) form of business enterprise is
Characterized by separate legal existence. The corporation is a sep-
arate legal entity with many of the same legal rights and responsibil-
ities as a person. Thus, it can sue and be sued, own and sell proper-
ty,.and engage in business operations as specified in its charter. The
corporation, not its owners, is responsible for its debts. The dir-
ectors and officers (managers) of the corporation serve as its agents.
They are empowered to enter into binding agreements on behalf of the
corporation. Ownership in a corporation is evidenced by share (stock)
certificates, cad of which stipulates the number of shares held by a
shareholder. An ownership interest does not give the shareholder the
legal right to act for the firm or to share in its management. A share-
holder may, however, participate in the election of directors of the
firm on the basis of one vote for each share owned.

A co-operative is a business set up by a number of persons who wish
to supply themselves with goods or services at a lower cost than would
otherwise be possible. Co-operatives are not established for the pur-
pose of making a profit. Any surplus realized on operations is shared
among the rm.:,Ibers of the co-operative. Each member participates in the
election of officers of a co-operative on the basis of one member-one
vote (regardless of the number of shares owned).

As prospective managers and owner-managers, the students in this
course will seek to satisfy certain personal needs and wants in their
business careers. The legal form of business organization under which
they work, or which they choose for their own business, can be very
instrumental in satisfying these needs and wants. For example, the need
to be one's own boss is not.best achieved in a partnership or corporate
setting. On the other hand, as a sole proprietor, it is difficult to
find the time to formulate plans, evaluate new opportunities, or diver-
sify business operations. Thus, the Choice of a legal form of business
organization is dependent on each individual student's needs, wants and
goals. Once he has evaluated these personal factors, the student will
be better able to Choose the most appropriate legal structure for his
particular business.

A more detailed examination'of each business organization will be
undertaken in following lessons.

OBJECTIVE

The students will discuss the advantages and disadvantages of the
four legal forms of business organization.
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REFERENCES FOR INSTRUCTOR

1. Hastings, Paul G. Introduction to Business. Toronto: McGraw-Hill
Book Company of Canada Ltd., 1968, pp. 27 28.

2. Keith, Lyman A. and Gubellini, Carlo E. Introduction to Business
Enterprise, 3rd ed. Toronto: McGraw-Hill Book Company of
Canada Ltff., 1971, pp. 121 124.

McNaughton, Wayne L. et al. Introduction to Business Enterprise,
and ed. Toronto: John Wiley and Sons,-Inc.,-1970, pp. 49 52.

4. Musselman, Vernon A. and Hughes, Eugene H. Introduction to Modern
Business: Analysis and Interpretation. 5th ed. Scarborough,
Ontario: Prentice-Hall of Canada Ltd., 1968, pp. 105 107.

3.

RESOURCES REQUIRED

1. Flip chart

2. Case BL2-1, "Organizing a Business"

METHODOLOGY

1. Hand out the Readings, read and discuss the Purpose and Intro-
duction with the students.

PURPOSE

In this lesson you will briefly discuss legal forms of busi-
ness organization. There are specific laws that apply to each
form of business organization. Knowledge of these laws will help
you to choose the firm of organization that is most suitable for
your particular business situation.

INTRODUCTION

There are four legal forms-of business organization:

1. Proprietorship
2. Partnership
3. Limited Company (private or public)
4. Co-operative

1
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The legal form of business organization you dhoose when you
start your own business will depend on such things as:

1. The amount of capital you will require.

2. The ability and experience that will be needed to start and
'run the particular type of business you choose.

3. Whether you will want to keep the business completely under
your control .(that is, make all the important decisions).

4.. Whether youyill be able to finance and to continue managing
the business by yourself if you expand it at some time in the
future..

5. The possibility that you may become ill what would happen
to the business if you were unable to work for a number of
weeks or months?.

6; Whether you want the business to have an existence of its own
after. you have died.

7. The amount of personal liability you are willing to take for
business debts that may exceed the amount you have invested
in the business.

These and other considerations must be weighed carefully be-
fore you decide which legal form of organization will be best for
your business. As you shall see in this lesson and in others to
follow, each legal form of business organization has advantages
and disadvantages. Knowledge of the pros and cons of each legal
form will enable you to take steps to protect yourself and your
business.

OBJECTIVE: THE STUDENTS WILL DISCUSS THE ADVANTAGES AND DISADVANTAGES
OF THE FOUR LEGAL FORMS OF BUSINESS ORGANIZATION.

Stimulus

2. As]: the students how each of the seven factors listed in the In-
troduction can affect the choice of a legal form of business.
List their answer'; on the flip chart and have the students discuss
these. This will help the instructor to determine how familiar
the students are with each legal form of business organization.
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Clarify Problem

3. Suggest to the students that they consider the factor of owner-
ship for a moment. Then ask them who owns and who manages a:

a. proprietorship
b. partnership
c. limited company
d. co-operative.

List their answers on the flip chart. the answers to look for are:

a. A proprietorship

(1) owner: the proprietor
(2) manager: usually the proprietor (owner- manager)

b. A partnership

(1) owners: the partners
(2) managers: the partners

c. A limited company

(1) owners: the shareholders
(2) managers: the shareholders elect directors who in turn

appoint managers.

d. A co-operative

(1) owners: the members (shareholders)
(2) managers: the members eler.t directors who in turn appoint

managers.

Provide Information

4. Read Section 1 of the Readings with the group. Discuss as necessary.
Paint out that each legal form of business organization has other
characteristics as well; these will be discussed in following
lessons.

CONTENT

1. Forms of Business Organization

There are four different ways that a business can be
organized or owned:
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a. Proprietorship
A business that is owned by one person and is (usually)
operated by him. is known as an individual or sole
proprietorship. It is also referred to as single pro-
prietorship or individual ownership.

Proprietor means owner. Therefore a proprietorship
means a business owned by only one person. If, as is
usual, he also operates the business, he is called the
owner-manager.

Legally, a sole or single proprietor is subject to un-
limited liability for the debts of his business. This
means that if there is not enough money in his business
to pay its creditors, the creditc rs can apply to the
courts to have his personal assets (car, home, furniture,
savings, etc.) seized as well.

b. Partnership
The term 'partners' implies two or more people. There-
fore, a partnership is an association of two or more
persons to carryon as co-owners of a business that is
operated for a profit.

A partnership is a' formal association 'in which the part-
ners jointly provide the capital, share in the management
of the enterprise, and share in the profits and losses.

As in the case of a proprietorship, the withers of a
partnership are subject, jointly, to unlimited liability
for the debts of the business. In addition, unless
otherwise specified in'the partnership agreement, part-
ners are severally responsible for the debts of the busi-
ness. This means that a partner with many personal
assets could lose all of them if the other partners have
few personal assets to seize.

c. Limited Company
In law, a limited company is almost the equivalent of an
individual person. It has a name; it has an office; it
has its awn capital (finances); and it sues (and gets
sued) in its own name. It must act through human agents.
Who sign documents (with the company's seal) on behalf.
of the company. For these reasons a limited company is
often called an 'artificial person'.

Persons called shareholders are the owners of limited
companies. Shareholcbrs elect directors on the basis
of one vote for each share owned. Directors appoint
managers.. The liability of each shareholder (for debts
incurred by the limited company) is limited to the'
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amount that he has invested in the company. The extent
of liability is one of the major differences between
limited companies and the less-protected proprietor-
ships and partnerships. This difference will be exam-
ined in more detail in the next two lessons. The man-
agers of large limited companies are usually not the
owners. 'However, a limited company can be foimud with
as few as two shareholders,(ao less than two), which
means that you and another person could form and operate
your own limited company.

d Co-operative
The term co-operative is used to describe a business
which is set up by a group"of people who wish:

91) to get together to produce things for sale, or

(2) to'get together to supply themselves with goods
and/or services at a lower cost than would other-
wise be possible.

The owners of a co-op are all the people who get to-
gether and contribute money to set it up. Nbmbors
(shareholders) elect directors on the basis of one vote
per nether regardless of the number of shares owned.
Directors then appoint members to various positions. The
amount of profit each member receives is based on the
amount he buys from or sells to the co-op. The liability
of each member (for debts of the co-operative) is re-
stricted to the amount he has invested in the business.

5. Read Sectior 2 of the Readings with the group. Discuss as necessary.

2. Summary

The main. points to keep in mind from -this lesson are:

a. A proprietorship is a business owned by one person. He
has unlimited liability for the debts of the business.

b. A partnership is a business owned by two or more persons
who share profits and losses. Each partner is subject,
jointly and severally, to unlimited liability for the
debts' of the business.

c. A limited company is owned by shareholders who purchase
shares in the company, Each shareholder's liability is
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restricted to the amount he has invested in the business.

d. A co-operative is owned by its members. Eaeh member is
liable only for the 'amount of money that he invested in
the business.

Indicator

6. Hand out Case BL2-1, "Organizing a Business", and read the case
with the group. Divide the students into four groups:

a. One to give reasons why the business should be organized as
a proprietorship

b. One to support the partnership form of business

c. One to defend the formation of a limited company

d. One to show why the business would be best organized as a
co-operative.

Allow about 20 to 33 minutes for each sub-group to evaluate the
case and write a defense of its position. Ask a spokesman from
each group to summarize the arguments in support of a particular
business organization for the other groups. Encourage criticism
and support from all the students.

Look for the following points to be brought out in the discussion:

a. Proprietorship
Advantages:

(1) Ted would be his own bosS.
(2) He will keep all the profits.
(3) He will have complete control.
(4) A proprietorship is easy to form.

DisadVantages:

(1) He will have to take all risks and absorb all losses.
(2) He must manage the business.
(3). He. will have to do all jobs.

b. Partnership
Advantages:

(1) More money will be available.
(2) He will have someone to help him with jobs.

(3) Losses will be shared.

570



BL2

(4) Risks will be shared.
(5) He will have someone with whom to discuss ideas and

plans.

Disadvantages:

(1) He will have to share control.
(2) He will have to share profits.
(3) He will have to accept joint responsibility for any poor

decisions his partner may make.

.c. Limited Company
Advantages:

(1) He will find it easier to raise money than he would in
a proprietorship or a partnership.

(2) He will have limited liability.

(3) He will not have to do all the jobs himself.

Disadvantages:

(1) He may lose control of the company.
(2) A limited company is expensive to form.

d. Co-operative
Advantages-:

(1) He will find it easier to raise money than in a propriet-
orship or a partnership.

(2) He will have limited liability.

(3) The business will benefit more people.

(4) He will not have to do all jobs himself.

Disadvantages:

(1) He may not be in control of the business.
(2) He will have tc accept ideas put 'jorth by the board of

%directors.
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SUBJECT BUSINESS LAW

LESSON BL2 TNTRODUCTION 'ID DIFFERENT FURS OF
BUSINESS ORGANIZATION

CASE BL2 1

ORGANIZING A BUSINESS

Ted Andrews has lived in the community of Grand Falls for the past
ten years. The town, with a population of approximately 275 people,
is situated on the edge of Grand Falls Lake. Both hunting and fishing
are excellent in the area.

The old, road that served the community was narrow and rough. The

spring thaw and heavy summer rains would make the road impassable in
some snots. Anew road is being built into the area and should be
completed in about four months time.

Ted has given some thought to the possibilibity of starting a
tourist outfitting camp now that the new road is nearing-completion.
Tourists will be able to drive into the area more easily now. They will
be eager to take advantage of the good fishing and hunting.

Ted has been considering some of the advantages and 'aisadvantages
of different ways he could legally organize his business.

He has considered setting up as a single proprietor because he likes
to be his own boss., He has saved $4,200.00 and feels he could borrow
enough to start a small operation.

The possibility of a partnership is also appealing. One or two
partners could provide the extra money needed to start a larger oper-
ation.

Another possibility would be to start a limited company and sell
Shares. The amount of money, available would be much greater and he
wouldn't have to pay it back. He would also have enough money to do
considerable advertising.
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Finally, Ted has thought of talking to a number of people in the
community to see if they would be iateTested in starting a co-operative.
The amount of money available to start the business would be greater
than if a proprietorship or. partnership form is used. Furthermore, a

much greater nether of people in the community Would benefit.
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SUBJECT BUSINESS LAW

LESSON BL3 PROPRIETORSHIPS AND PARTNERSHIPS

INSTRUCTOR'S GUIDE

OVERVIEW

Proprietorships and partnerships were briefly discussed in lesson
BL2.. In this lesson they are examined in greater depth.

A proprietorship is a one-man operation. The proprietor owns all
the assets, makes all the decisions, receives all the profits, pays
all the bills, takes all the risks and usually does most of the work.
The business comes to an end when he dies.

Members of a partnership have the same rights, responsibilities
and obligations as a .proprietor except that these are shared among the
partners. This always raises the possibility of disagreement (a major
disadvantage of partnerships).

Both of these types of business organization allow the owners sub-
stantial freedom of operation. This can be a disadvantage in a partner-
ship because all members can be bound by a bad decision made by one
partner.

Unlimited liability for business debts is the major disadvantage
of both proprietorships and partnerships. Creditors can seize personal
assets of the owners to satisfy business debts under either of these
forms of business. The one exception is in the case of limited partners.

Nbst small businesses are organized as proprietorships or partner-
ships. Some businesses reorganize as limited companies when growth and
needfor capital increases.
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OBJECTIVE

The students will become familiar with the characteristics of pro-
prietorships and partnerships and will be able to state these charact-

. eristics.

REFERENCE MATERIAL FOR INSTRUCTOR

1. Anger, .William H. and Anger, H.D: Summary of Canadian Commercial
Law. 18th rev. ed. Toronto: Sir Isaac Pitman (Canada) Ltd.,
1962, ch. 15.

2. Chapman, F.A.R. Paidamentals.of Canadian Law. Toronto: McGraw-Hill
Company of Canada, Ltd., 1963, ch. 23.

3. Hastings, Paul G, Introduction to Business. Toronto: MtGraw-Hill
Company of Canada Ltd., 1968, pp. 29 31.

4. Keith, Lyman A and Gubellini, Carlo E. Introduction to Business
Enterprise. 3rd ed. Toronto: McGraw-Hill Company of Canada
Ltd., 1971, pp. 124 131.

5.. McNaughton, Wayne L. et al. Introduction to Business Enterprise.
2nd ed. Toronto: John Wiley and Sons, Inc., 1970, pp. 53 60.

6. Smyth, James E. and Soberman, D.A. The Law and Business Adminis-
tration in Canada. Znd ed. Scarborough, Ontario: Rrentice7Hall
of Canada Ltd., 1963, ch. 26.

RESOURCES REQUIRED

1. Flip chart.

2. Projectuals: BL3-1, "The proprietorship"
B13-2, "The Partnership"

3. Overhead projector.-

METHODOLOGY

1. Hand out the Readings and read the Purpose and Introduction.
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PURPOSE

In this lesson you will discuss various characteristics of a
proprietorship and of a partnership. In addition, you will study
the advantages and disadvantages of ea& of these legal forms of
business organization.

INTRODUCTION

In earlier lessons you discussed the managerial.furactions of
planning, organizing, directing and controlling. Every successful
manager must perform these functions not only when operating a

'business firm but also when starting a business.

Before starting a business, the prospective businessman must
do some planning and set some goals and objectives., In order to
achieve these goals and objectives, it is important to thoroughly
evaluate all the legal forms of business organization.

. . Each form of business organization has specific Characteris-
tics which in turn have legal implications. Studying the advant-
ages and disadvantages of each form of business organization will
help to point out the nature of these legal implications.

In this lesson you will study about proprietorships and part-
nerships. In the following lesson you will examine limited com-
panies and co- operatives.

OBJECTIVE: THE STUDENTS WILL BECOME FAMILIAR WITH THE CHARACTERISTICS
OF PROPRIETORSHIPS AND PARTNE2SHIPS AND WILL BE ABLE TO STATE
THFSE CHARACTERISTICS.

Stimulus

2. ..Ask the students: 'Why is it important to carefully evaluate
various legal forms of business? How can this evaluation help a
businessman to reach his goals and objectives?" List their an-
swers on the flit chart. Discuss.

The students should recognize that the most appropriate form of
business organization is determined by factors such as:
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a. capital lequirements

b. amount of liability the businessman wishes to accept

c. degree of control the businessman wishes to retain

d. type of skills needed in the business; that is, can all jobs
be done by one person, or is a skilled partner or skilled
employees needed.

Clarify Problem

3. Ask the students: "Which characteristics of proprietorships and
partnerships that are listed on the flip chart make these legal
forms the most appropriate for certain types of business?"

Answers should include:

a. ease of formation

b. inexpensive-toform, although a partnership can be somewhat
more expensive for registration and legal agreements

c. freedom of action for owners

d. motivation, because owners keep all the profits.

4. Ask the students: "Which characteristics of proprietorships and
partnerships that are listed on the flip chart would you consider
disadvantages ?"

Answers should include:

a. unlimited liability
b. owners must take all the risks
c.' uncertain life of the business if owners die
d. amount of capital is usually limited.

Provide Information

5: Read Sections 1 and 2 of the Readings with the group. Stop to
clarify points and discuss as necessary. Relate Readings to ma-
terial on the flip chart.

Shaw Projectuals BL3-1 and BL3-2, while Sections 1 and 2 of the
Readings are being read.
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BL3-1 THE PROPRIETORSHIP
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BL3 -2 THE PARTNERSHIP
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CONTENT

1. Characteristics of a Proprietorship.

a. .Cne person. (the owner-manager) receives all the profits.
(and assumes all the losses) from the business. The
profits and losses from the business become personal in-
come or.personal loss of the owner-manager.

b. The owner-manager owns all the assets of the business.
He purchased all the assets with his personal savings or
with money he borrowed.

c, The owner manager is responsible for all the debts of
the business. More important, his responsibility or
liability is unlimited. This means that if the pro-
prietor is unable to pay the firm's bills, his creditors
can farte the sale of his personal property (home,. car,
furniture, etc.) in order to cover the obligations of
his business.

d. Because only one per8On owns the business (the owner-
manager) it will cease to exist when he dies. The en-
tire assets of the business become part of the deceased
owner:manager's estate.

2. Characteristics of a 'Partnership

a. A partnership is similar to a proprietorship but in the
partnership several persons, not just one, join together
and share in.the:profits and losses of the business.
The profits and losses from the business are divided
among the p 7-tnersccording to the partnership agree
ment. The share

fi re

that each partner receives becomes his
personal income or personal loss for income tax purposes.

b. The partners own all the assets of the business.

c. . The partners are jointly and severally responsible for
all debts of the business. This means that in sase_pf,
bankruptcy, if the'assets of,the partnership business
are not sufficient to pay creditors, the personal
assets of the partners (car, hone, cash, furniture, etc.)
can be seized and sold. (This is known as being jointly
responsible for partnership debts) . The money from the
sale of these personal assets goes to pay any outstand-
ing business debts. Furthermore, a partner with a

581



BL3

large amount of personal assets can lose them all if the
other partner(s) has only very few personal assets to
seize. (This is known as being severally responsible
for partnership debts).

d. No person can be brought in as a partner without the con-
sent of all existing partners.

e When a partner leaves a partnership he must notify all
of the partnership's creditors (people or firms to which
the partnership business owes money) and place a notice
in the provincial Gazette (the official newspaper of the
province) that he is leaving. These actions protect him
from liability for debts that the business incurs after
he has left.

f. There are two major types of partners:

(1) General Partners

(a) All partners actively share in the management
of the business.

(b) All partners have unlimited liability for the
debts of the business. This liability is also
several, which means that one partner may have
to pay all the debts of the business if other
partners are unable tc pay their share (in the
event of baakruptcy).

NOTE: General partners may be:

(i) Active Partners refers to those
persons who have invested money in
the business and whose names ap-
pear in the firm's name so as to
identify them.. Usually the older
active partners are called senior
partners and the younger active
partners are called junior partners.

(ii) Silent or Sleeping Partners re-

fers to persons who have invested
money in the business but whose
names do not appear in the firm's
name. These persons may or may not
take an active part in management.
They can be held as liable for debts
as active partnerg.
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(2) Limited Partr')rs

(a) In those provinces that allow limited partner-
ship (all do except Nova Scotia and Prince Ed-
ward Island}, a person may invest money (it
must be in actual cash) in the business and
limit his liability to no more than the amount
of his investment.

(b) Limited partners do not actively share in the
management of the firm. They are allowed to
Check the books but if they actively Partici-
pate in management, they can be made to share
unlimited liability with the general partners.

Limited partners must be properly registered
in accordance with the province's Limited Part-
nership Acts.

The names of limited partners must not appear
in the name of the business and can,anly appear
on letterheads or other printed matter if it
is clearly specified that they are cnly.lim-
ited' partners.

NOTE: There are no restrictions On the number
of limited partners that may be in a
business but at least one partner must
have unlimited liability.

6. Read Sections 3 and 4 of the Readings with the group. Stop to
discuss and clarify as necessary. Relate Readings to material on
the flip chart. (heck to see if students agree with the advantages
and disadvantages listed-in the Readings.

3. Advantages and Disadvantages of a Proprietorship

Advantages

a. Easy and inexpen-
sive to form.

b. High personal incen-
tive. (You keep all
the profits yourself.)

c. Freedom to do what
you want when you want.
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b.

Disadvantages

Unlimited personal liability
(you are personally re-
sponsible for the debts of
the business).

The size of the business is
limited to the savings the
owner has to invest and
What he can borrow.
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d. Privacy (you don't
have to show your
financial statements
to the public).

c. Limited talent (you have. to
make all decisions yourself
and you may not know much
about some parts of the
business).

d. Lack of continuity (when the
owner dies the business also
dies since the assets become
part of his estate which
must be settled).

4. Advantages and Disadvantages of a Partnership

Advantages

a. More capital (the
,savings and borrowing
of two o r more people
can be invested in
the business).

b. More talent (..wo
heads are better
than one).

c. High personal incen-
tive. (owner-manager
gets to share all
the profits).

b.

Disadvantages

Unlimited, liability (each
general partner is respons-
ible for all the debts of
the business).

Disagreements may arise
(the partners may not be
able to get along) .

The size of the business is
still limited to the savings
and/or borrowing abilit7 'of
a few people.

7. The instructor should provide examples of businesses that operate .

well as proprietorships and partnerships, and businesses that
could not be nn as proprietorships and partnerships.

8. Read Section S of the Readings with the group. Discuss as nec-
essary.

5. Summary

A proprietorship, as you shall see later, is the easiest
legal form of business organization to set up. The owner-
manager receives all the profits of the business if it is
successful. Furthermore, he retains complete control over
the operation of the business (that is, he makes all the im-
portant business decisions).
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. The two major disadvantages of a proprietorship are:
unlimited liability of the owner for the debts of the busi-
ness and the fact that the busim-s terminates upon the death
of the owner. The unlimited liability factor means that the
owner-manager can lose his personal assets as well as his
business assets if the business becomes bankrupt. If an owner-
manager becomes ill or is injured and stays away too long,
the tsisiness may suffer or have to terminate. In the case of
the death of the owner-manager, the business assets becalm
part of his estate and the entire estate must be settled.be-.
fore anyone else can continue the business on their own. As

you will see in a later lesson (PF7), a properly:drawn will
can largely eliminate this problem.

A partnership can be valuable in that more people bring
skills and experience to the business.. In addition, as there
are more people contributing funds to the business, it is
usually easier to raise capital.

Partnerships have the serious disadvantage Jf unlimited
liability. This is particularly serious in a partnership be-
cause each partner .can make decisions which are binding on
all other partners. . Tn addition, serious problems can arise
if the partners disagree on important matters. Furthermore,
a partnership may terminate with the death of a partner the
deceased partner's share becomes part of his estate and must
be settled. As you will see in lesson BL5, a properly-dr:I a,
partnership agreement and partnership insurance can eliminate
this latter problem.

To ratect yourself and your business, you should care-
fully consider the above factors before deciding which legal
form of business organization to choose.

9. :lhe -instructor Should have one or more of the students summarize
the important parts of the lesson. He should then summarize what
the students have said, adding his own comments.

Indicator

10. The ability of the students to recognize and list advantages and
disadvantages of partnerships and proprietorships and to summar-
ize the lesson will serve as an indicator.,
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LESSON BL4 LIMITED COMPANIES AND CO-OPERATIVES

INSTRUCTOR'S GUIDE

OVERVIEW

The ability to raise large amounts of capital and limited
liability for business debts are the two most often-quoted advantages
of limited companies and co-operatives. Sometimes when a limited
company is just organizing, it will not be able to raise large
amounts of capital too readily. HOWever, in the long run, corporations
are able to raise greater amounts of capital than proprietorships
and partnerships. Corporations have a life which is independent of
their owners. Shareholders may die or change through sale of shares
with no effect on the life of the corporation. Shareholders partici-
pate in the election of directors of the corporation on the basis of
one vote per share owned, but unless elected themselves, they do not
take an active part in the management of the corporation.

Co-operatives arc similar to corporations in regard to the
limited liability factor. They, too, are able to raise larger
amounts of capital than proprietorships and partnerships. They also
have a life:which is independent of the life of their shareholders.
Shareholders participate in the election of directors on the basis
of one vote pet member,"regardless of the number of shares owned.

These two legal forms of business organization play an important
part in economic activities. Even though they are not small businesses
in the sense that proprietorships and partnerships are, they are
Important to the students in this course. Many students may work in
businesses organized in either of these two ways. If they do so, it
is best that they understand the legal implications of each type.
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These lessons l'elate directly to the Management Process lessons.
Students will likely have increasing Contact with government depart-
ments in the future. Many of the Management Process lessons, and these
lessons in Business Law, will help them to understand and deal more ef-
fectively with these departments.

OBJECTIVE

Students will become famiEar with the characteristics of limited
companies and co-operatives and will be able to state these Character-
istics.

REFERENCE MATERIAL FOR INSTRUCTOR

1. Anger, William H. and Anger, M.D. Summary of Canadian Commercial
Law. 18th rev. ed. Toronto:' Sir Isaac Pitman (Canada) Ltd.,
1752, Ch. 16.

2. Oaapman, F.A.R. Fundamentals of Canadian Law. Toronto: McGraw-
Hill'Company o aaa a t 4.

3. Hastings, Paul G. Introduction to Business. Toronto: McGraw-Hill
Company of Canada Ltd., 1968, pp. 31 42.

4. Keith, Lyman A. and Gubellini, Carlo E. Introduction to Business
Enterprise. 3rd ed. Toronto: McGraw-Hill Company of Canada
Ltd., 1971, pp'. 132 142.

5. McNaughton, Wayne L. et al. Introduction to BusinesS Ente rise.
2nd ed. Toronto: John Wiley. and Sons Inc., 1970, ch. 5.

6. Smyth, James E. and Soberman, D.A. The Law and Business Adminis-
tration in. Canada. 2nd ed. Scarborough, Ontario: Prentice-
Hall of Canada Ltd., 1963, chs. 27, 28. .

RESOURCES REQUIRED

1. Flip chart

2. Projectuals: B14-1, "The Limited Company (Corporation)"
BL4-2, "The Co-operative"

3. Overhead projector.
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MEIHODOtOGY

1. Hand out the Readings; read and discuss the Purpose and'Intro-
duction with the group.

PURPOSE

In this lesson you will discuss various charaeteristiCs
of limited companies and co-operatives. You will, also examine
advantages and disadvantages of these two legal forms of busi-
ness organization.

INTRODUCTION

In lesson BL3, "Proprietorships and Partnerships", you
discussed the-two legal forms of business in which the liabil-
ity of the owners is unlimited.

In this lesson you will study the two legal forms of
business in which the liability of the owners is restricted to
the amount they have invested in the business (limited liabil-
ity).

OBJECTIVE: STUDENTS WILL BECOME FAMILIAR WITH THE CHARACTERISTICS OF
LIMITED COMPANIES AND CO-OPERATIVES AND WILL BE,ABLE
STATE THESE CHARACTERISTICS.

Stimulus

Z. Show Projectual BL4-1, "The Limited Company (Corporation)". Ask
the students: "Can anyone explain why there is a difference be-
tween who decides policy, who manages and who owns the business
in the case of a corporation?" The answer i(1:

a. People_ buy shares and become shareholders.
b. glareholders elect directors.
c. Directors appoint managers.

3. Show Projectual BL4-2, "The Co-operative". Point out that set
ting policy, management and amership are separate in a co-
operative also.
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BL4-1 IFIE LIMITED COMPANY (CORPORATION)
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Clarify,. Problem

4. Show projectual BL4-1 again. Ask the students: "Is there

a difference between the liability of the owners of a corpor-
ation and the owners of a proprietorship or a partnership?"
Encourage discussion.

Answer: In a proprietorship or partnership, the owners are
subject to unlimited liability for business debts. In a
corporation, liability is limited to the amount the owners
have invested in the business.

Ask the students: "What effect do you think this difference
in liability will have on whether people invest in a corpor-
ation, proprietorship or partnership?"

Answer: People are generally more willing to invest in a
corporation if their liability is limited. This allows cor-
porations to raise large amounts of money for large projects
or business ventures, which may be considered too, risky by
investors if liability were not limited.

5. Show projectual BL4-2 again. State that members of co-opera-
tives are subject to limited liability also.

Provide Information

6. Read Sections 1, 2, 3 and 4 of the Readings with the group.
Stop where necessary and ask for questions.

1. Characteristics of a Limited Company '(or Corporation },

There are several kinds of limited companies or
corporations. In this course we are_ mainly concerned
with BUSINESS CORPORATIONS, which are limited companies
set up by private' individuals to carry on business at a
profit.

There area number of other types of corporations
which we will not be studying in this course, for example:

Crown Corporations
These are companies set up by the federal or any of
the provincial governments; for example: C.N. Railway,
Air Canada and Saskatchewan Power.
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Charity Corporations
These are corporations setup for charity, religious,
educational, and similar purposes, for example:
Catholic or Anglican Churches.

a. Type of Business Corporations
There are two types of BUSINESS CORPORATIONS or
LIMITED BUSINESSES; but no matter which type you
are dealing with, the word" LIMITED (abbreviated LTD.)
must appear in the name of the company. The'two
types are:

(1) Private Companies or Corporations
Examples could be:
Joe's Machine Shop Ltd.
B B Construction Co.-Ltth

(a) There must be at least two (in some cases
three) and no more than fifty shareholders
(owners) to form a private company.

(b) When a limited company is formed, people
invest money in the company in return for
which they receive shares. If the
company wishes to raise further capital at
a later date, it sells more shares to the
same shareholders.

(c) Shareholders cannot transfer their shares
of ownership in the company to another
person without first getting approval from 1

the Board of Directors.

(d) The shares of private companies are not
sold on the stock exchange.

(2)' Public Companies or Corporations
Examples could be:
- Ford :lbtor Co. Ltd.
Massey Ferguson Co. Ltd.

(a) There is no ceiling (maximum limit) to the
number of shareholders a. public company
may have, but there must be at least two.

(b) Money is raised by selling shares (also.
called stocks) and bonds to the general
public, that is, to anyone who wants to
buy them.
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(c) The total capital of a business is divided
into a certain number of shares of a
'specific value. As a person pays the sum
for each share, he receives a share
certificate indicating the number of shares
he owns.

(d) Any shareholder can transfer (by gift or
sale) his shares of ownership to any
other person whenever he wishes.

(e) The shares of public companies are sold on
the Stbck Exchange. (You can see the
prices of the shares .(stocks) of various
public companies by looking on the finan-
cial page of a newspaper.)

b. The Shareholders
Remember that the owners of a limited company are
called shareholders.

(1) Each shareholder has limited liability. This
means that should the business go bankrupt, he
can only lose what he invested in th. business
(the purchase price of the shares he bought..
He can be forced to pay any amount he still
owes on those shares).

(2) Each shareholder is entitled to attend an
annual shareholder's meeting. (Limited compan-
ies must hold yearly meetings to which share-
holders are invited).

(3) At annual meetings, a sharehblder can cast one
vote for each voting share he holds. (There
are two types of shares, voting and non-voting
shares.)

(4) A shareholder may authorize another person to
vote on his behalf. (This is called Proxy
voting.)

(5) For public limited companies, each shareholder
must be sent copies of the company's annual
report.

(6) A shareholder in a private limited company must
be given a copy of the annual report if he asks
for it.
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(7) All matters that are voted upon at annual
meetings are determined by majority votes.
The usual considerations at annual meetings
are:

(a) The president's report, in which the
president comments on the performance of
the company over the past year and talks
about future plans.

(b) The election of directors for the coming
year.

(8) Profits of a limited company that are distribu-
ted to shareholders are called 'dividends'.
When [-he board of directors has officially
stated its decision to. distribute some of the
corporation profits to shareholders, this
action is called 'declaring a dividend'. When
a dividend is declared, each shareholder is
entitled to receive a portion of the dividend
which is determined by the number of shares he
owns.

NOTE: The board of directors is not required
to declare a dividend each time the
company makes a profit. The profits can
be retained for expansion (or other)
purposes if the directors so decide.

c. The Directors
The directors of a limited company are persons elect-
ed by the shareholders to be responsible for the
management of the company.

(1) Directors must be shareholders. in the company.

(2) There must be at least two directors.

(3) The directors are in full charge of the con-my.
They can make the following types of docIsions:

(a) Declare dividends
(b) Decide on director's pay
(c) Appoint company managers
(d) Remove or fire company managers
(e) Decide on when and where the annual meet-

ing will be held.

595



BL4

d. Other Features of Limited ComPanies or Corporations

(1) The company profits are taxed as business
profits.

(2) Any dividends a shareholder receives are regard-
ed as nersonal income for that shareholder and

:are subject to personal income tax. (There is
a tax credit provision to avoid double taxation)

(3) Ownership and management are separate.

. (4) Because of the greater number of shareholders,
the corporation.is usually able to raise larger
amounts of capital.

. (5) The limited company continues to exist even if
some of the owners (shhreholders) die.

2. Characteristics of Co-operatives
4

Usually co- operatives are also limited companies,
i.e. they are formed and incorporated in the same way as
limited companies..

'Types of Co-operatives in Canada

(1) Consumer's Co-operates
Consumer co-operatives sell retail goods to
their members and to the general public. An
example would be the co-op grocery stores
which are located in many towns and cities.
The goal of a consumer co-op is "the lowest
possible cost for its members."

(2) Producer:Co-operatives
Producer co-ops aie marketing co-operatives
where many small producers get together to sell
their products, for example: milk, fish, butter,
eggs, fruit. Examples of producer co-ops are
co-op fisheries, co-op creameries, and co-op .

(Pool) grain elevators. The goal of a producer
co-operative is ')maximum benefit for sellers of
the product".

(3) Financial Co-operatives (Credit Unions)'.
Financial co-operatives accept savings from
members' and make loans to them, for example,
local credit unions. The goal of financial

. co-operatives is "good saving and easy, lower-
cost borrowing for members".
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(4) Insurance Co-operatives
Insurance ,:o-operatives provide life, fire,
hail, and other insurance to members. The goal
of the insurance co-operative is."low cost
insurance for members".

(5) Service Co-operatives
Service co-operatives provide members with
services, such as housing, rural electricity,
transportation, recreational facilities,
machinery rental and even funerals. An example
of a service co-op is a local housing co-opera-
tive. The goal of the service co-op is "cheaper
and better service for members".

As you can see, co-operatives consist of many people
working together to make things better for everybody.
The basic idea may he expressed as follows: "Help
yourself by helping others".

0. Features of Co-ops

(1) Money to start a co-operative.(capital funds)
is raised by the sale of shares to members
and/or by the co-operative's borrowing money
from a financial institution or government agency

(2) Each member (no matter how much money he
contributes to the co-operative) is entitled
to only one vote. (i.e., one member one vote).

(3) No voting by proxy is permitted.

(4) A board of directors, elected annually by the
members, is responsible for the management of

. the co-operative. The board in turn usually
hires a manager to run the co-operative.

(5) The profit or surplus of the co-operative is
used to:

(a) Pay members interest on the money they
contributed to start the co-operative.

(b) Pay a 'patronage return on dividends' to
members. A patronage return is the share
of the profit or surplus each member gets
b.xause he USED the co-operative. The
dollar aaount of a member's patronage
return depends on how much business he has
done with the co-operative, not on how
many shares he owns.
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For example, if a member has bought 5%
of the goods sold by a co-Operative
grocery in one year, then he will get 5%
of the profits made by the co-operative
in that year. Even if he owned 20% of
the shares of the co-operative he would
still only get 5% of the dividends.
Patronage returns, paid out of the profits
of the co-operative, are deductible in
determining the taxable income of the
co-operative.

(c) Expand the business. Not all of the
profit or surplus has to be paid out to
members in the form of patronage return
(dividen,ls). Some or all of the surplus
can be kept by the co-operative to pay
for expariding the business. For example,
a new warehouse or store building may be
needed.

NOTE: Prior to January 1, 1972, co-opera-
tives were exempt from taxation for
the first three years of operation.
This exemption was removed as of
the above date.

(6) Members of co-operatives are subject to a with-
holding tax of 15% on the patronage returns
(dividends) they receive from the co-operative.

(7) Since a co-operative is registered as a Corpor-
ation or Limited Company, the members of the
co-operative have limited liability. That is,
if the co-operative goes bankrupt a member can
only lose the amount of money he originally put
into the business.

3. Advantages and Disadvantages of a Private Limited Company
(or 'corporation)

Note that the following refer to a PRIVATE COMPANY,
i.e., one with from 2 to 50 shareholders who own all of
the business. Shares are'not sold to the general public.

Advantages Disadvantages

a. Limited liability. (The a. Expensive to form.
business exists as a (It may cost $500 or
legal entity. more to incorporate.)
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In case of bankruptcy,
the shareholders of
the company will
the money they have
invested in the busi-
ness. They will not
lose their personal
assets if the business
goes bankrupt).

b. More capital and talent.
(Now many people can
put their money, and

.talents into the
business.)

c. Professional managers
can be hired.

d. Continuity. (The

company will continue
to exist even if some
of the owners die.)

e. Taxes. (It may be
cheaper tax-wise to form
a company.)

b. Less freedom. (There

are more government
restrictions on comp-
anies.)

c. Lack of personal
incentive. (If the
shareholders don't
manage the business
themselves the hired
managers may not be
motivated to work
hard as they don't
share in the profits
of the .business.)

d. Taxes. (Sometimes it
may be more costly
tax-wise to form a
company.)

4. Advantages and Disadvantages of Co-operatives

Advantages

a. Limited liability for
members.

b. Members can save money,
on purchases (if a
consumer co-op) and
obtain more on sales
(if a producer co-op).

c. All the members control
the co-op by the one
member one vote prin-
ciple. The members can c;

control the decisions made
by the managers.

d. Good for the community.
(Members take interest
and pride in the business
because it is run by the
people for the people.)

Disadvantages.,,

a. Capital may be limit-
ed. (Members may not
have much savings to
invest in the co-op-
erative).

b. Poor management.
(Since members control
management, manage-
ment decisions may be
slow or wrong.)

May be hard to organ-
ize. (People in the
community may not
favour the idea of a
co-op.)
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7. For each advantage and disadvantage of a corporation and a
co-operative listed in the Readings, ask students whether the
advantages and disadvantages of a proprietorship and a partner-
ship differ.or are the same. Encourage a good discusion to
test the students' understanding of t,e four types (If legal
organization.

8. Read Section 5 of the Readingb with the group: Encourage
discussion.

S. Summary

The most important characteristic of both limited
companies (or corporations) and co-operatives is liMited
liability.

In small private limited companies, the owners
(called the shareholders) are often also the managers
of the company. In public limited companies and co-
operatives, however, separation of ownership and
management is an important feature. The owners (share-
holders) elect a board of directors, each of whom must
also be a shareholder. The board of directors then
selects managers for the limited company or co-operative.

Voting rights differ.in limited companies and in
co-operatives. In limited companies, the rule is one
vote for each share owned, for example, 2000 shares
mean 2000 votes. In the case of the co-operative, the
rule is one member one vote, regardless of the number
of shares owned or money invested. (This prevents any-
one from controlling.the policy of a co-operative simply
because he can afford to purchase more shares than the
other members.) Also, voting is allowed by proxy in the
limited company and not in the co-operative. This means
that a shareholder in a limited company can authorize
another shareholder to vote for him by signing an
appropriate'authorization form. Co-operative share-
holders cainot vote by proxy.

The profits of both a limited company and a co-oper-
ative are taxed as business profits. In the case of a
co-operative, the amount of. patronage dividends paid'out
to members is deductible in determining the income of
the co-operative (providing that the patronage dividend
is paid out of business income).

JJefore deciding on the legal form of business
organization that is most appropriate to the business you
plan on starting, be sure to, carefully evaluate the
features and characteristics of proprietorships,
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partnerships, limited companies and co-operatives. In

addition, you should seek the advice of a competent lawyer

or chartered accountant. Once you have thoroughly
considered all the factors involved, you will be ready
to make a final decision. Once you have made that
decision, you are ready to take whatever legal steps are
necessary to put your business in operation, i.e., apply

for licences, register your business, etc. These
procedures are covered in lesson BLS, "Legal Steps
Required in Setting Up Each Form of Business Organization".

Indicator

9. The answers to questions and the discussion by the students

serve as the indicator. Review any points that are not clear.
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SUBJECT BUSINESS LAW

LESSON BL5 LEGAL STEPS REQUIRED IN SETTTNG UP EACH
FORM OF BUSINESS ORGANIZATION

INSEJCTOR'S GUIDE

OVERVIEW

In lessons BL2, BL3 and BL4, we discussed the characteristics and
the advantages and disadvantages of the four main legal forms of busi-
ness organization. In this lesson the actual legal steps required in
setting up each form of organization are discussed.

Proprietorships and partnerships are relatively easy to set up.
Legally they require nothing more than a licence to collect sales tax
and a business licence in most cases. A proprietorship must be regis-
tered if the owner's name does not appear in the :-lame of the business,
Most provinces require that partnerships be registered. It is also
wise to have a written partnership agreement prepared by a competent
lawyer. This prevents disagreements due to a lapse of memory.

The formation of limited companies and co-operatives is somewhat
more complicated, requiring specific procedures set out in detail by
common law or statute.

Limited companies may be formed by either the Registration Systeh
or the Letters Patent System, depending on the particular province. In
those provinces that use the Registration System, a limited company must
register its Memorandum of Association with the Registrar of Joint Stock'
Companies before it can open for businesS. In those provinces that use
the Letters Patent System (also used by the federal :,/ernment), three
adults petition the Provincial, Secretary (or the Secretary of State)
for the incorporating document called Letters Patent. Once this
document is issued, the company is authorized to open for business.

A co- operative is formed by applying to the Provincial Department
of Co-operation in Manitoba and Saskatchewan.
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In other provinces, formation of a co-operative is usually handled through
the Provincial Secretary or the Registrar of Joint Stock Companies. In
any case, the procedure is similar to the formation of a limited company.

The formation of a limited company requires substantial planning
and the-services of a competent lawyer; that of a co-operative is usually
handled by an advisor from the Department of Co-operation (in those
provinces that have such a department). In other provinces it would
likely be advisable to retain the services of a lawyer.

Tt is important to remember that, under either system, there are
certain procedures that must be followed before the firm has legal stand-
ing allowing it to do business with the public. If these procedures
are not followed, the firm can be penalized. It is important to ensure
that the proper steps are taken in organizing a limited company or co-
operative before attempting to do the other jobs that must be done.

OBJECTIVE

Students will become familiar with the legal step required to set
up each of the four forms of business organizations.

REFERENCE MATERIAL FOR INSTRUCTOR

1. Anger, William H. and Anger, H.D. Summary of Canadian Commercial
Law. 18th rev. ed. Torcrto: Sir Isaac Pitman (Canada) Ltd.,

chs. 15 and 16.

2. Chapman, F.A.R. Fundamentals of Canadian Law. Toronto: NtGraw-
Hill Company of-Canada Ltd., 1965, chs. 23, 24.

3. Hastings, Paul G. Introduction to Business. Toronto: McGraw -Hill
Company of caiTEELTETIg68, ch. 3.

4. NtNaughton, Wayne L. Introduction to Business Enterprise. 2nd ed.
Toronto: John Wi ey an s Inc., 19 0, chs.

5. Pugsley, William H. Canadian BusinesF Organization and Management.
Toronto: McGraw -Hill Company of Canada Ltd., 1965, chs. 6, 7, 8.

6. Smyth, James E. and Soberman, D.A. The Law and Business Addminis-
t-ation in Canada. 2nd ed. Scarborough, Ontario: Prentice-.
Hall of Canada.Ltd., 1963, dhs. 26, 27, 28.
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RESOURCES REQUIRED

1. Flip chart

METHODOLOGY

1'. Hand out the Readings; read the Purpose and Introduction.

PURPOSE

In this lesson you will be studying and discussing the legal
steps that you must take in setting up each form of business
organization, i.e., proprietorship, partnership, liMited company
and co-operative.

INTRODUCTION

In lessons BI2, BL3, and BL4 you evaluated and discussed the
nature, characteristics, advantages and disadvantages of each
form of business organization.

In this lesson you will be examining and discussing the
various legal steps that are -required after you have decided on
the form of business organization you want. These steps include
such things as registration of your business and application
for licence.

OBJECTIVE: STUDENTS WILL BECOME FAMILIAR WITH THE LEGAL STEPS REQUIRED
TO SET UP EACH OF THE FOUR FORMS OF BUSINESS ORGANIZATION.

Stimulus

2. Ask the students: "Does anyone know what legal steps you would have
to take in setting up a proprietorship?" Point out that by legal
steps you mean application for licences, registration of the busi-
ness, etc. List the students answers on the flip chart.

Ask the students: "Does anyone know the legal steps that =;re
necessary in setting up a partnership? A limited compa A
co-operati',e?" .

Student answers about each one of these 0-ould be listed separately
on the flip chart.
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Clarify Problem

3. Have the group discuss the points that have been listed on the
flip chart. Have each student who madea suggestior explain why
he thinks it is a necessary legal step in the formation of that
type of business.

Encourage discussion to the fullest extent possible so that
students have an opportunity to suggest all points of which they
are aware. For example, if a student suggests that a partnership
should be registered, the instructor might ask:' Why?

Is further registration necessary for any reason
at anytime?

Provide Information

4. Read Sections 1, 2, 3, 4, and 5 of the Readings. Stop and
encourage questions and discussion. alarify as necessary.

CONTENT

Formation of a Proprietorship

In terms of legal requirements, a proprietorship is
the easiest form of business organization to set up. The,
following steps should be taken:

a. You will have to apply to the Taxation Branch othe
Provincial Treasury Department to obtain a VENDOR'S
(seller's) LICENCE, which allows you to collect
SALES TAX.

b. You must applyitoiithe local city hall, municipal office,
or possibly band council, to obtain a BUSINESS LICENCE..
You have to pay a FEE for this licence every year.

c. You, of course, may, use your own name for the name of
your business. You may alai use a,'made-up' name as
long as the same name has not been registered by someone
else or as Ring as the name does not *mislead the public..
If you dO use a coined name,. you must-register it by .

providing full particulars about your business to the
Registration Clerk of your registration district
(in the local Registry Office )..

NOTE: A proprietor is not allowed to use. 'LTD' or
'LNITED' in the name of his buSiness,'
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2. Formation of a Partnership

The following steps should be taken:

a. A partnership agreement may be oral (verbal) and be
valid but an oral contract is subject to flaws of memory.
For this reason it is wise to prepare a written record
of the partnership agreement. The partners may agree
to whatever terms they wish, provided the terms are not
illegal. The main reasons for preparing a partnership
agreement is to set outas clearly and carefully as
possible:

(1) The date of the agreement

(2s. Names and addresses of the partners

(3) Name, address and purpose of the firm

(4) Term of the partnership (that is, whether it is
formed for a definite or an indefinite length of
time)

(5) Amount of capital investment, and amount of any
interest it is to bear .

(6) Opening of a bank account and the signing of
cheques

(7) Keeping books of account, annual audit

(8) Drawing privileges of partners

(9) How profits and losses will be distributed

(10) Loans te'firm by partners, or by firm to partners

(11) Limiting the extent to which each partner
allowed to obligate the firm on his own (e.g.,
obligations over $500 must not be entered alone)

(12) Hiring and dismissing of employees

(13) The time that each partner. will devote to the
business activities Of the firm

(14) How responsibilities will be divided .

(15) How assets or liabilities will be divided if the
partnership is dissolved
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. (16) The procedures that will apply in buying out a
partner who leaves the partnership for any reason

(17) arryi.lig of life insurance on partners for benefit
of other partners and /or the deceased partner's
e:,tate

(13) Procedures that will apply in settling grievances
that arise from time to time (usually arbitration).

NOTE: A partnership agreement should not be drawn
up by.the partners themslves. Legal counsel
is necessary if you want a properly drawn
agreement. In fact, each partner should
have his own lawyer to ensure that his
interests are properly protected.

b. AlmoSt all provinces require that a partnership be regis-
tered within a statutory time limit. Failure to do so
can result in a substantial penalty.

Registration consists of filing the following information
with the proper registry. office.

(1) full names and addresses of each partner

(2) the name of the business

(3) when the partnership was formed,

(4) a declaration that the persons named are the only
members of the partnership, and

(5) a declaration that the partners are of legal age,
or the birth dates of partners under that age.

NOTE: The time limit and place of registration
differs in the various provinces as follows:

Saskatchewan: Within six (6) months after
formation, in the office of the Registration
Clerk of the Registration District in which
the business is located.

Manitoba: Within one (1) month after forma-
tion, in the judicial district in which the
business is located. A copy of the informa-
tion contained in the registration must also
appear in the Manitoba Gazette.
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Alberta, the North West Territories, f Yukon:
Within six (6) months (two C23 in Yukon) after..
formation, in the office of the Clerk of the
Registration District in which the business
is located.

British Columbia: Within three (3) months
after the lousiness starts operating, in the
office of ti-le Registrar of the local County
Court.

Ontario: Within sixty (60) days after the
formation of the partnership, in the office
of the Registrar of the Registry division
in which the business is located.

Quebec: Within fifteen (1S) days after
formation of the partnership, in the office
of the Prothonotary of the Superior Court
of the district in which the business is
located.

New Brunswick:' Before commencing business
operation, in the office of the Registrar
of Deeds o2-. the county where the business is
located. Notice must appear a number of
times in a local newspaper or twice in the
Royal Gazette if there is no local newspaper.

Nova Scotia: Before commencing business
operationt. in the office,of the Reg. trar

of joint stock companies.

Newfoundland: Within thirty (30) days after
formation, in the Office of the Registry of
Deeds.

Prince Edward Island: Within three (3) months
of formation of the partnership, in the office
of the deputy Prothonotary of the Supreme
Court. A copy must be published in the Royal
Gazette.

NOTE: If a partnership is dissolved or if
there is.a.change in membership or
name of the partnership, a declara-
tion must be filed immediately with
the appropriate registry office
(the one with which the partnership
was originally registered).
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c. The partnership must apply to the Taxation Branch of the
Provincial Treasury I--_:artment to obtain a VENDOR'S
(Seller's) LICENCE which allows the partnership-YO collec
SALES TAX.

d. It must also apply to the local city hall, municipal
cHice, or possibly band council, to obtain a BUSINESS
LICENCE. A FEE must be paid for this licence each year.

NOTE: A partnership cannot use 'LTD' or 'LIMITED' in
the name of its bu;iness.

3. Formation of a Limited Company (Corporation)

a. Methods of Incorporation

(1) Royal Charter
The oldest method of incorporation is by royal
charter granted by the King or Queen. Until the
nineteenth century all companies were created by
charter. Some companies that were created by
charter are still in existence; the best known to
Canadians is the Hudson's Bay Company. In a few
cases royal charters are still issued to
universities and charitable institutions today, but
not to business corporations.

(2) Special Acts
At the end of the eighteenth century Pariiament
began to pass special acts (or statutes) to
incorporate companies for large projects. Today
special acts are still used to incorporate such
companies as the Canadian Pacific Railway, Central
Mortgage and Housing Corporation, the Canadian
Broadcasting Corporation and Air Canada. Banks and
trust and'loan companies are also _incorporated under
special federal-acts.

(3) General Acts

(a) The English System of Registration
This type is referred to as the REGISTRATION
SYSTEM. This system is used by British
Columbia, the North West Territories, Yukon
Territory, Alberta, Saskatchewan, Nova Scotia
and Newfoundland." The company, according to
the regulations, must register a document
(an agreement) with the Registrar of Joint
Stock Companies for the particUlar province
in which the business is located. This
document (or agreement), which specifies the
terms under which the company is being formed,
is celled 'a MEMORANDUM OF ASSOCIATION.
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The Registrar of Joint Stock Companies examines
the Memorandum of Association. If it contains
all the required information, it is officially
registered and the limited company or
corporation comes into existence.

A Memorandum of Association contains the follow-
ing types of information:

(i) The name and address of the company.

(ii) The name, address and occupation of
each person who is applying to have
the company incorporated.

(iii) The objects of the new company. The
objects specify what activities the
corporation will engage in when it is
'incorporated. A corporation is pre-
vented from undertaking activities
that are not included in its objects.
If it does undertake activities that
are not set out in its objects, these
activities are considered 'ultra vires'
(beyond the scope of the corporation)
and are, therefore, void.

(iv) The authorized capital of the company.

(v) Whether the company is to be public or
private.

(vi) The names of the persons who will be
the company's first directors.

(vii) The number of shares each applicant
will be purchasing.

(viii) The signatures of the applicants and
the witnesses.

NOTE: The Memorandum and the required
fee is sent to the Registrar of
Joint Stock Companies. The
Registrar checks it over,
registers it, and the corpora-
tion is then ready to do
business.

(b) The Letters Patent System
This system is used by the federal government
and by the provinces of Manitoba, Ontario,
Quebec, New Brunswick and Prince EdwardIsland.

611



BLS

Under this system, three adults petition the
Secretary of State (if the petition is being
made to the federal government), or the .

Provincial Secretary (if the petition is being
made to the provincial government). A limited
company is formed when the Secretary of State
or Provincial Secretary issues an incorpotiting
document called the LETTERS PATENT.

The petition shows the following:

(i) The prciosed name of the company.

(i') The objects of the company.

(iii) The place where the head office is to
be located.

(iv) The amount of the capital of the company

(v) The number of shares and the classes
of shares authorized.

(vi) The value of each share (known.as the
'par value'), or the number of shares
with no par value (later on as it sees
fit, the company can set a value on,
these shares).

(vii) The full name, address and occupation
of each petitioner.

(viii) The names of at least three (3) persons
who will be 'provisional directors' of
the company (who will organize the
company and then turn over the manage-
ment to a board of directors elected ,
by the shareholders.)

The number of proposed directors of
the company, if known.

(x) Any other information which may be
deSirable or valuable.

NOTE: The petition and the required i
fee, together with a MEMORANDUM
OF AGREEMENT signed by the
Petitioners, is sent to the
Secretary of State or to the .
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If all documents are in order,
Secretary issues a charter to
the company by a document
called LETTERS PATENT. Once
this document has been issued,
the company is ready to do
business.

b. Comparison of Registration System and Letters Patent
System

(1) Registration System

(a) Under this system a limited company is formed
when its memorandum of association is officially
registered.

(b) The operating rules of this type of company must
also be registered after they have been passed
by a 3/4 majority of the shareholders. These
operating rules are called ARTICLES OF ASSOCIA-
TION.

(c) The Registration System is based on statute law.

(2) The Letters Patent System

(a) Under this system a.limited company is formed
when the Secretary of State or Provincial
Secretary issues an incorporating document call-
ed Letters Patent. This agreement is not
.registered, it is issued.

(h) The operating rules of this type of company are
called BY-LAWS. The By-laws do not have to be
registered.

(c) The Letters Patent System is.a direct outgrowth
of the royal charter system of incorporation and
is based on the.common law. As a result the
Letters Patent system is more formal and the
procedures more detailed than under the
Registration System.

4. Formation of-a Co-operative

Detailed information can be obtained from the Provincial
Department .of Co-operation in Saskatchewan and Manitoba. In the
other provinces he Provincial Secretary or the Registrar of
Joint Stock Companies would be able to provide you with the
information required or could direct you to the proper depart
ment.
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Regarding the formation of a co-operative the following
points are important:

a. Remember, Co-operatives are also limited companies;. they
'are incorporated and are formed in a way similar to
limited companies.

b. In Saskatchewan and Manitoba co-operatives are formed by
applying to the Provincial Department of Co-operation.

c. Much of the work in setting up a co-op involves organizin
the people of the community. Many people have to unite
their efforts to make things better for everybody.
(Discussion meetings must be held with the people to
explain the purposes and advantages of the co-op; a
memorandum of association must be drawn up and sent in
to the Department of Co-operation; a provisional board
(temporary board of directors) has to be set up to look
after setting up the business; then later a general
meeting has to be held to draw up by-laws and elect a
permanent board of directors).

5. Summary

As you have seen, a proprietorship is the legal form of
business organization which is easiest to set up. In most
provinces you are required to obtain a Vendor's licence from
the provincial government; this licence gives you the author-
ity to collect sale5_tax. In addition, a Business Licence is
usually required by local authorities (municipality, city,
bank council, etc.). You do not have to register your
business unless you use a 'made-Up' name for it... Even when
you do have to register your business, the procedure is
relatively simple. A proprietor is not allowed to use the
terms 'LTD' or 'LIMITED' in the name of his business.

In the formation of the partnership, the limited company,
and the co-operative, both a Vendor's licence and a Business
Licence are required.

When forming a partnership, one of the most important
steps to take is to prepare a written agreement with all the
necessary terms. All provinces require that a partnership be
registered with the appropriate government department. The
partnership (like the proprietorship) cannot use 'LTD' or
'LIMITED' in the name of the business.

A limited company is formed by either the.registration
system or the granting of letters patent, The federal govern-
ment and some of the provinces use the registration system.
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The letters patent system, used by the other five provinces,
is. a more complicated and formal system. Under either system,
application procedures are similar.

A co- operative is formed in much the same way as a limited
Company. However, there is usually special legislation that
applies to the formation of a co-operative. Some provinces,
such as Saskatchewan. and Manitoba, have Departments of Co-oper-
ation.

5. The instructor should briefly summarize the legal steps required in
forming each type of business. Most of this material is set out
in the "Overview."

Indicator

6. Divide the students into four groups; each group is to take one of
the forms of business organization. Ask the members of each group
to determine among themselves the necessary legal 'steps for the
particular type of organization they are dealing with, without
using the Readings as reference, and to write down these steps
as completely as possible.

Have a spokesman for each group list on the flip chart the steps
that members of his group have suggested. ,Encourage the members
of the other groups to point out errors or omissions in each
presentation. Discuss.as long as necessary.
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SUBJECT 'MARKETING'

LESSON NKT4 THE RIGHT PRODUCT AND THE RIGHT SERVICE

INSTRUCTOR'S GUIDE

OVERVIEW

In lesson MKT2, the student learned that the existence.of a market
required people or businesses who have a need for, an ability to pay for
and a willingness to buy a product or service. This.lesSon looks at the

factors which are required to make the market realizable. For a market

to exist, the customer must be given a product or service which he wants

at the right price, place and tine.

This lesson should give the students the'idea that the businessman's
job is to serve' the customer's needs; in this way he is enabled to make

a profit. To serve the customer's needs, the businessman must be aware
of consumer needs and wants for products and.services. He must know
the prices of his products at which he canmake a profit and which the

customer is still willing to pay. If he cannot provide the product or
service at the price the customer is willing to pay, he is better off
not to sell the product.

The lesson material may be learned more easily if the instructor
encourages the students to relate their experiences concerning the lesson

material, and presents his own experiences. This will help the students

see the practical aspects of the material.

OBJECTIVE

The students will discuss the similarities and differences between
a product and a servic, and the importance of offering the right. product

and the right service .to meet the needs of the market.
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REFERENCE MATERIAL FOR INSTRUCTOR

1. Kelley, Eugene J. Marketing
N.J.: Prentice-Hall cif

Strategy and Functions. Englewood Cliffs:
Canada Ltd.Z, 1965, ch. 6.

2. Kotler, Philip. Marketing Management: Analysis, Planning and Con-
trol. Englewood Cliffs, N.J.: Prentice-Hall of Canada Ltd.,
1567, dh. 13, 14.

3. McCarthy, E. Jerome. Basic Marketing: A Managerial Approach. 4th
ed. Georgetown; Ontario: Irwin-Dorsey Ltd., 1971, chs. 10, 11,
12, 13, 14.

RESOURCES REQUIRED

1. Case MKT2-2, "Paul's Problem"

2. Flip chart.

METHODOLOGY

1. Hand out the Readings; read and discuss the.Purpose.and Introduction.

PURPOSE

In this lesson we will be discussing products and services;
that is, what they are. and some of their characteristics. We
will also discuss the importance of being service-minded, and the
ways in which this approach can make yourbusiness "something
special" in the eyes of your customers.

INTRODUCTION

The success of your business will depend largely upon having
repeat customers. If you have the right products and provide the
right service, customers will be likely to patronize your busi-
ness on a regular basis. You may even attract some customers
away from your competitors.
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OBJECTIVE: THE STUDENTS WILL DISCUSS THE SIMILARITIES AND DIFFERENCES
BETWEEN A PRODUCT AND A SERVICE,. AND THE DIPORTANCE OF OFFERING
THE RIGHT PRODUCT AND THE RIGHT SERVICE TO MEET THE NEEDS O.
THE MARKET.

Stimulus

2. Ask: ."How would you define a,prodUct?" "How would you define a

service?"

List students' definitions on flip chart:

Clarify Problem -

3. Discuss theSe definitions. Ask: "Is it possible to sell just a
product, or is there always some service involved?" Discuss.

Provide Information

4. .Read and discuss Section 1 of the Readings.

CONTENT

1. Products and Services

Everything sold is either a PRODUCT or a SERVICE. When going
into business you must ask yourself, "Am I going to sell a product,
or a service, or both?" There are many similarities in marketing
products and marketing services, but there are some differences.

a. What is a Product?
Products are often called goods. A product or good is:

(1) something of value .

(2) something that can be picked up and/or handled (it is
something physical pr tangible)

(3) something that can be fpit and seen
(4) something that can bevstored up and used at a later time.

We say that a product or good is something physical you can
see and handle, now or later. Can you list examples of pro-
ducts or goods?
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b. 'that is a Service?

(1) A service 5 something a person or business does
(2) It has a value
(3) It cannot be stored up because it is used up at the

same time that it is being produced.
(4) It cannot be seen or felt or smelt. (It is intangible,

i.e., not physical).

A service is made, bought and used at the same time and in
the same place. Examples include: taxi service, barber
service and delivery service.. Can you list other examples?

c. Likenesses and Differences in Selling Goods and Services

(1) When you make a product, you don't have to sell it right
away: You can put it on a shelf or into a warehouse
and keep it for a time. But with a service, you make
it at the same time as you sell it.

(2) You have to plan for storing and handling goods but you
don't have to worry about handling and storing services.

(3) Whether you are selling goods or services, you have to
remember to give the customer what he wants.

(4) You must also remember that every time you sell a product,
you are also selling a service. For example, if you
own a service station and sell someone gas for his car
you also give him some services: You check the oil, wash
the windows, give him road directions, etc. These are all
services, things you do to try and satisfy your customer
since you want him to return to your station the next
time he needs gas. The services you give the customer are
often more important than the product you sell him. Have
you ever said, "I won't buy from him again?" Did you
ever think why you said this? It was probably because
he gave you poor service. You may have had to wait too
long or perhaps the person was unfriendly to you when he
sold you the product.

Remember, you never sell just a product. There are always
some services you can give the customer. You and your hired
help should be service-minded.

5. Ask students to list on the flip chart some of the items they have bought
in the last month or so. Ask them to classify these items into products
and services. Discuss.
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6. Refer students to Case MIKT2-2, "Paul's Problem", from Lesson MKT2,
"What is a Market?" Tell them to think about how Paul served his
customers while you read the case again.

Ask the following questions. Discuss each question.

a. ."Did Paul's unwillingness to give service hurt his business?"
.Yes. He lost customers to Johnson's Store:

b. "What services could Paul have offered?"

(1) He could have offered the right merchandise, i.e. work shirts
instead of fancy shirts.

(2) He could have changed store hours or at least stayed open
.later to fill needs of late buyers (especially since he
knew that a lot-of people had to get supplies after they
came in off the lakes and before they went back in the
morning). Paul exhibited an extremely hostile attitude
on this point and drove many customers to Johnson's Store.

(3) Paul should have recognized that people liked to stand
around and talk while they were in.the store to buy some-
thing. By telling the people that they couldn't stand
around and talk in his store, Paul showed that he, didn't
know that the store was considered to be a meeting place
where the shopper caught up on the latest news while buying
goods.

c. "What services can,any business offer?"

(1) friendly service
(2) the right product
(3) advice on buying
(4) help in using produCts

7. Give examples of different types of business (service station, rest-
aurant, outfitter, etc.) and-ask group to list the services that are
important in each business. Also remind them of the idea that "You
never sell just a product; there are always some services you can
give your customer."

8. Read Sections 2, 3 and 4 of the Readings.
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2. Marketing or Merchandising Principles

To make a profit (which is necessary if your busineSs is
to continue operating) you must satisfy the needs and wants of
your customers. This means that you provide them with the
things they need and want and you make a profit at the same
time.

The following marketing or merchandising principles can
help you to make your business successful:

Provide the right product
at the right price
in the right place
at the right time.

a. What is the RIGHT PRODUCT?
You must stock the products that the customer wants. You
should think of what your market needs.before you make or
purchase products to sell..

Having the right product or services for your market is a
big step in helping to ensure good sales.

b. What is the RIGHT PRICE?
The Right. Price is a price the customer is willing to pay.
If people think your prices are too high, they might not
want to buy from you. If they go to your competition, you
will lose business. The price you put on your products
must be one that people are willing to pay. Can you list
examples where you wanted to buy something but it wasn't
selling at what you considered the right price?

c. What is the RIGHT PLACE?
By the right,place we mean having the product where it is
the most convenient for the customer. Customers might buy
from you because you have the bst business location. Your
business may be the most convenient to them. For example,
service stations are located at different_ places in the.
town. This makes it convenient for car drivers.

The right place can also mean having stock located in con-
venient places within your business. For example, if you
run a general store you should put one type of product (e.g.
hardware) in one place and another type of product (e.g.
groceries in a different place. You will study more about
the proper place to keep your stock and the proper way to
display it in later lessons.

Can you think of a business that has its products arranged
in the right place? In the wrong place?
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3. Satisfying your Customers through Service

a Are You Really Service-minded?
"I serve my customers, "the store owner said, "and that
means more than selling them products." That store
owner was expressing a belief that is too often forgotteh
by many small businesses. Remember, if 'service-mindedness'
is missing, it may hurt your business. Every business
depends a lot on having repeat customers. Your objective
should be to have the customer return time and time again.

b. The Willingness to Serve
The quality of the services you will offer will be a very
important factor in attracting and keeping customers. The
will ingness.to give personalized service is one of the best
assets you have to help you compete against other businesses.

c. A Closer Look at Service-mindedness
If you asTeffa dozen persons working in business what they
meant by 'service-mindedness', you'd get a dozen diffen-nt
answers. There appears to be no one definition. One person
might think of service as a simple act of selling. Another
may think of it as all the jobs of marketing. A third persOn
might tell you that service is the filling of a need. Basic-

. ally, all these answers are probably correct, because service
means many things.

If you are indeed. willing to serve, you should make yourself
faMiliar with the needs of your community. These needs may
change from time to time.- For instance, suddenly there is an
unexpected demand for an item, so you increase your stock in
that line. This is part of being service-minded. You know
best when people in your area like to shop, so you adjust
your store hours to their wishes. That, too is part of
service-mindedness.

Service-mindedness IS important. Below are two examples:

Example 1: Two stores two attitudes
Mrs. Fred Fisher, went to one of the two general stores in
town to get scale flour. She told the manager that she wanted
fifty (50) lbs. of flour. The manager called the clerk and
told him to help Mrs. Fisher with the flour. The lady lived
only a little ways from the store so the clerk carried the
flour home for her. Mrs. Fisher liked shopping at this store
because all the people there were so friendly. She told her
friends how friendly the people in that store were and now
many of her friends buy there.
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This little bit extra in service and friendliness had
pleased Mrs,Fisher. She remembered when she had once gone
to the other store to get some cloth which was on sale.

When she went into the store she saw that it was nice and
clean, goods were well-displayed and it was well-lighted.
So far so good. Thei. she asked for some of the cloth which
was on sale.

"What else?" the manager asked, tossing the parcel onto the
the counter.

"That's all, thank you."

"They sure know a bargain when they see one, "the manager
complained out loud. "We got other stuff too, you know."

As Mrs. Fred Fisher was paying for the cloth she promised
herself never to go back to that store. She never did go
back and she has told all her friends and relatives how un-
friendly the people were at this store.

ExEunple 2: Few products or many products.
Jack's general store in a certain town sells some dry goods
and groceries but is best known for the line of fishing
equipment it sells. No other store for miles around can
compete with it on this score. In fatt, you might call it
a 'fisherman's' store, for many of the fishermen get their
fishing supplies there. Even outfitters tell their tourists
to get their fishing needs at Jack's store.

On the other hand, Lusik's general store, in another town,
offers a larger variety of dry goods and groceries. This
store is selling to people with different needs. The people
in this town are fanners, trappers, and miners. There aren't
many fishing places nearby, so there is no need to have a
good supply of fishing equipment.

The 'willingness to serve' is the'big reason for the success
of these zwo general stores. And the success is due to plan-
ning. How did the owners arrive at such opposite ideas of
what to sell?

Beth men asked their clerks to make a note each time an item
was asked for that the store did nct carry. They checked.
with other people who ran stores in the area, as well as
checking their records to see which items were mo;:t popular.
Soon each owner had a good idea what his customers wanted
and was able to decide what type of goods he should carry.
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Jack's general store carried a lot of fishing supplies..
We say that Jack has SPECIALIZED. On the other hand, Lusik
decided to carry many different types of products. We say
that Lusik has DIVERSIFIED.

Both men have the same objective; that is, serving their .

customers with the kind of products they want. That, after
all, is the basis of all business.

You must remember that it is impossible to carry every kind
of product that customers will want. You must also remember
that depending on just one product (or products that are all
alike) can get you into trouble if people suddenly don't
need these products any more. You must, make a decision on
what to carry so that you get a good tur'iover on your stock.

4. Summary

You can help ensure the success of your business by having
the right products, at the right price, in the right place, at
the right time.

Business success also depends on being service-minded. People
generally like to patronize a business at which they are made to
feel welcome. In fact, they will usually become regular customers:
In addition, they will tell their friends about your business and
influence them to shop there as well.

Being service-minded helps to attract and keep customers
and helps to make your business 'something diffefent' in the
eyes of your customers.

9. Discuss the Readings. Tell students that it is quite easy to forget
the customer's need for products and service when the manager and
staff are busy doing their many other jobs. Stress the importance of
training staff in service-minded attitudes.

10. Ask students to discuss experiences they have had in which they did
not get the right product or service. How could the situations have
been corrected?

Indicator

11. Discussion during the lesson. Review if necessary.
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SUBJECT PRODUCTION MANACUENT

LESSON PROD2 WHAT PRODUCT SHOULD YOU PRODUCE?

INSTRUCTOR'S GUIDE

OVERVIEW

The success of a production business depends upon its ability to
produce and sell products at prices which will generate the required
revenues. The success or failure of a production business revolves
around its products.. Product. decisions are too important to be ap-
proached in an off-the-cuff manner. There must be careful planning and
analysis of the factors that will or can affect the product.

The factors that will affect the product decision are:

1. Facilities and Organization:- what is required to produce and sell
the produa7--

2. Sales Potential how much, why, and when will your customers buy?

3. Costs can you make the product at a cost which will allow you to
set a reasonable price?

4. Sales Promo%ion and Growth will sales prometion load-to more
TaTeT.--RET; much and what type of promotion is required? Can you
net additional production demands with your present. plant?

5. Whey Requirements how much initial investment is required?. HOW
'much money do you require for operating capital? Will your reven-
ues generate the money needed for expansion?

6, Labour Requirements how many and what type of employees do you
need? Are you going to pay wages or some other from of compen-
sation for labour (such as piece work)? Do you need training pro-
grams? Where can you get the needed-employees?
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7. Supply Scurces what raw materials and components will you need?
Where can you obtain the supplies required in the quantity and
quality needed? What prices must you pay for your supply of raw
materials?

8. Transportation how are yoU going to handle raw materials and
finished goods? Do ypu need special transportation? Do other
factors outweigh transportation costs?

9. Acceptance by Community what is the general feeling of the popu-
lation to your operation? Will the community help or hinder your
business?

10. Legal Requirements what licences are required? What. processes.
are patented and cannot be used by you. How do you patent your
process? What are the local business requirements?

Before a businessman commits himself to the setting up of a pro-
duction plant he should.carefully evaluate the above ten areas. He must
weigh both the long-run and short-run costs against the benefits in or-
:der to judge what his chances of success are. A careful evaluation of
these areas should help him make the decision of whether or not to go
into the production of a certain product.

OBJECTIVE

The student will be able to discuss the factors that should be in-
vestigated when deciding what product to produce.

REFERENCE MATERIAL FOR INSTRUCTOR

1. .Anthony, Edward L. "Innovation: How Much Is Enough?" Management
Aids for Small Manufacturers, AnnualNo. 13, 1967, pp. 65 73.

2. Bursk, Edward C. "Pointers on Meeting Competition." Management
Aids for Small Manufacturers, Annual No. .10, 1964, pp 17 23.

3. DeSpelder, Bruce E. "Management Planning for Sound Growth." Man-
agement Aids for Small Manufacturers, Annual No. 9, 1963,
pp. 8 - 15.

4. Garrett, Leonard J. and Silver, Milton. Production Management An-
alysis. New York: Harcourt, Brace and World, Inc., 1966, pp.
66 130.

5. Howard, John A. Marketing Theory. Boston: Allyn and Bacon, 1965,
ch. 3.
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6. Matthews, John B. et al. Marketing: An Introductory Analysis. New
'York: McGraw-Hill Boa-Company, 1964, ch. 10.

7. Pessemier, Edgar A. New Product Decisions: An Analytical Approach.
New York: McGraw-Hill Book Company, 1966.

8. Rathmell, John M. Managing the Marketing Functions. New York: John
Wiley and Sons, Inc., 1968.

9. Seymour, Robert G. "How the Small Plant Can Analyze Old and New
Markets." Management Aids for Small Business, Annual No. 1,
1958, pp. 52 59.

RESOURCES REQUIRED

1. Case PROD2-1, "What Can Be Done?"

METHODOLOGY

1. Hand out the Readings.

2. Read the Purpose and Introduction.

PURPOSE

The purpose of this lesson is to discuss some of the factors
you should investigate before investing your time and money in a
production business.

INTRODUCTION

Many people have started production businesses because: they
thought people would like to buy their product; they thought they
would like to sell a certain type of product; they felt that
their business would help preserve an old art or craft. Many
people have failed in production business because: people didn't
buy enough of their product; people didn't need the product
they were selling; the.money coming in from sales could not
net the costs of production, pay back loans, and at the same
time give the businessman a reasonable return on his investment.
Before going into a production business, therefore, you should
carefUlly investigate your chances for success.
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3. Discuss and clarify Purpose and Introduction.

OBJECTIVE: THE STUDENT WILL BE ABLE TO DISCUSS THE FACTORS THAT SHOULD
BE INVESTIGATED WHEN DECIDING WHAT PRODUCT TO PRODUCE.

Stimulus

4. Ask ik.in playing the Production Game a choice of prOductl: would
have solved the problems faced.

Clarify Problem

5. Ask the students to list on the flip chart the factors they would
have to consider when deciding which product to make.

Provide Information

6. Read Section 1 of the Readings.

CONTENT

1. Deciding on a Product

"A good idea is not necessarily a profitable idea."

Every year hundreds of new prOducts are produced and
put on the market. Very few of these new products survive.
Many of them are removed because people aren't buying them;
others because they are replaced by newer and better pro-
ducts; and still others because costs of production have
become too high. These products represent plans that don't
prove feasIble:

Each year many new businesses are set up to produce
products already being offered on the market. These range
from bakeries, sawmills,.and handicraft shops to the most
complex operations. Many of these new businesses fail soon
after opening because of the failure to sell their products
at a'price which will cover all expenses and costs, and
provide the required return on investment. Others fail be-
cause of problems which arise when they don't check legal
aspects such as patents on the design and/or the process of
the product. Still others fail because they-are unable to
sell their product in enough vOlule to provide revenues
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which will cover expenses and costs, and provide a reasonable
return on investment.

.

Mat does this mean to you as potential business man-
agers? Before investing too much time, money, and hope on
a production operation you must investigate the situation
very carefully to see if it really has a chance of succeed-
ing. Some of the areas that should be investigated are:

a. Facilities and organizational requirements
b. Sales potential
c. Costs
d. Sales promotion and growth
e. Money requirements
f. Labour requirements
g. Supply sources
h. Transportation.
i. Acceptance by community
j. Legal requirements

Only after carefully investigating the above areas can
you commit yourself to the production operation with some
confidence. This is not saying you will fail if you don't
investigate all of these areas, but that by basing your de-
cision upon the results of careful study, you will increase
your chances of success.

7. Ask s udents if they know of any "good ideas" which have turned
. out to be non-profitable as far as a production business is con-
cerne . Discuss and try to find out what factors lead to the
failure of these products.

8. Read Section 2 of the Readings.

2: Facilities and Organizational Requirements

Anew business venture won't immediately function effi-
ciently. The employees must first become familiar with:

a. the work habits and patterns of the owner-manager and
fellow employees

b. the machines and work methods being used

c. the layout of the plant and/or the surroundings.

It takes time to first decide on the organization and
facilities that are appropriate for your operation, and
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then smooth away any difficulties.

9. Discuss Section 2. Below are two possible questions for discussion:

a a. "Would the fact that you have played the Production Game en-
able .you to quickly organize and set up work methods in the
future?"

b. "If you start a production plant or if you start to work in
one, would you expect that your work at first would be as
fast as that of somebody already working there?" "Why or
why not?"

10. Read Sections 3 to 11 of the Readings; discuss each section
thoroughly.

3. Sales Potential

a. How much of your product will customers buy?

b. Will customers buy in large volumes periodically or in
small amounts frequently?

c. What time of year can you expect the largest sales?

d. Will there be customers for a long period of time?

Answers to these questions can be obtained from market
studies, which will give you information on the use of the
product, the likelihood of a market existing for a long or
short period of time, the likelihood of an expanding mar-
ket, and the type of competition you can expect to meet.

Sales estimates should be prepared in order to deter-
mine the total revenue you can expect from changing cir-
cumstances in the market, such as competition, price
dhangps, and seasonal sales.

4. Costs

a. How much will it cost to make 100 units, 1,000 units,
.etc.?

b. How many raw materials, are needed and how much will
they cost to obtain?

632



PROM

c. What types of machines will be needed and how much will
they cost?

d. How much labour is needed and what will it cost you for
wages?

How much will it cost to obtain expert advise?

f. If you obtain loans, how much will it cost?

g. How much are your maintenance expenses and costs likely
to be?

These are just a few of the questions you must answer
regarding the costs you are likely to meet. You can estimate
sales figures, determine whether you are likely to make or
lose money on your operation.

5. Sales Promotion and Growth

Before starting any produCtion operation, these ques-
tions should be considered:

a. How much promotion is going to be needed in order to
increase your sales volume?

b. Who can. you approach in order to gain more customers
and greater sales volume?

c. What are the likely areas into which you can expand your
sales?

d. Are you going to have to use more distributors to in-
crease your sales volume?

e. Ii you increase sales volume will you be able to net
the increased demand?

f. What costs are'likely to be added if sales volume is
increased?

g. How much additional revenue can you expect from in-
creased sales volume?

h. Are you going to have to give discount prices in order
to increase sales? How will these discounts affect
your profits?
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No business can afford to stand still, that is, not in-
crease its sales. Costs of the business increase every year
and in order to meet these costs you must increase your sales
volute. When planning your production operation you must
critically examine the potential for increased sales volune.

6. Money Requirements

a. How much money do you require to start the business?

b. How much money will you need to carry the business over
_the initial period where revenues are unlikely to net
expenses and costs?

c. How much money are you personally going to need to live
until you can get a reasonable return from the operation?

d. Where will you get the needed money from?

Money is an important factor in the success of a busi-
ness. You must examine your money'needs for starting and
operating the business. You should write down your needs
and then determine from where you can.- obtain funds. Remem-
ber your business will not initially bring, in enough money
to pay your bills, etc., so you must obtain sufficient funds
not only to acquire the start-up materials but also to al-
low you to operate until sales bring in enough revenues to
cover the expenses, costs and requited return. Even after
revenues cover expenses, costs and required return, you might
need still more funds for expansion, buying new equipment,
etc., so you must consider from where you can get these funds.

7. Labour Requirements

a. How many employees dO you need?
b. How skilled must your employees be?
c. Can you hire skilled employees from around your area?
d. Will you have to train your employees?
e. How much will you have to pay employees?

Labour is an important part of yoUr production oper-
ation. Whether-youhire one person or fifty; you will need
to answer the above questions to see what your chances for
success are.
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8.4 Supply Sources

a. From whom are you going to buy your raw materials?

b. Is there a large enough supply of raw materials to
allow you to operate for a long period of time?

c. Can you obtain raw materials and other.material re-
quirements when you need them, and in the quantities
and the quality required?

d. Are there other sources of supply you could use if
needed?

A production operation cannot produce if it has no raw
materials with which to work. It is your responsibility to
ensure that your business will have the necessary raw ma-
terials in the amounts and quality required. Your study
should show where you can obtain the raw materials now and
in the future.

9. Transportation

a. Do you have to bring in raw materials from a distance?

b. How are you going to bring in these raw materials?

c. Will you need to ship out finished products?

d. Who is responsible for the transportation costs?

e. Are you going to need special containers for shipping
or special forms of transportation?

f. How much will your transportation costs be?

Transportation is an important factor, particularly if
your production plant is not located near a centre served by
many means of transportation. You must study this factor
carefully because a product can be sold only once it has
reached the market.

10. Acceptance by Community

a. Will the residents like you locating your plant in their
community?
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b. Are you going to increase employment by offering jobs
to the community or are you bringing in people from
the outside?

c. Will wastes from your plant create problems for the
community?

d. Will the people help your business?

e. Are the people in the community customers for your
product?

A community can help or hinder a production operation.
If people don't want you to locate your plant in their
area, they can do many things to harass you and your employees.
Check to see what the people think of your idea before lo-
cating community..

11. Legal Requirements

a. What business licences do you need?
b. Is the product patented?
c. What government standards must .your plant and product

meet?
d. What labour requirements must you meet?

Businesses must net the requirements of both federal
and provincial legislation. Businesses must also fulfill
certain requirements of municipal by-laws. Check the legal
requirements covering your planned operation and see if you
can net these requirements.

Indicator

11. Hand out Case PROD2-1, "Mat Can Be Done?"

12. Read the case and discuss the questions at the end. .

13. Have students reach consensus as to what type of business to re-
commend to the people of Pine Bluff and give satisfactory rea-
sons for their decision.

14. Read Section 12 of the Readings as a summary.
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12. Summary

Deciding to go into a production operation is not just
a matter of deciding "let's produce that product; it sounds
like a good idea." Before you go into a production oper-
ation you should attempt to collect information on the ten
areas just discussed:

a. Facilities and organizational requirements
b. Sales potential
c. Costs
d. Sales promotion and growth
e. Money requirements
f. Labour requirements
g. Supply sources
h. Transportation' costs and needs
i. Community acceptance
j. Legal requirements.

By having information on these areas you will be able to see
if in fact your idea will turn. out to be profitable or if
you are going to lose money and the money of others. The
decision to go into a production operation, be it only a
one-man operation or an operation involving many people should
be carefully studied.
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SUBJECT PRODUCTION MANAGEMENT

LESSON PROD2 WHAT PRODUCT SHOULD YOU PRODUCE?

CASE PROD2 1

WHAT CAN BE DONE?

The community of Pine Bluff had .a lot of unemployed men. Although
a few fellows worked for government departments, most of the men just
did odd jobs (fire fighting, wood cutting) at different times in the year.

Because Pine Bluff was in a northern area the men in the community
were familiar with the out-doors. Fishing and hunting came naturally
and many of them were skilled guides. During the summer months,.when
tourists travelled north, some of the Pine Bluff men acted as guides.
During the winter it was possible for them to earn a little income by
trapping.

Without steady work money was scarce.. The government sent a lot of
money in each month but even that didn't help much. Besides many of the
people didn't like getting paid for doing nothing. Without steady in

many needs of the families couldn't be looked after very well. It

was hard to get good food, clothing, and housing. While many of the
families in the community were moving away in search of steady work,
others decided to stay and hope for better times.

Jack McLeod was one of those who had decided to stay in Pine Bluff.
Jack hoped for better times like the others, but he also decided that he
could perhaps do more than just hope. Jack decided to find out if there
were any opportunities to Start some type, of business.

All his working life Jack had worked at fishing and logging. Al-
though he didn't have much formal education (quitting in grade four or
five), he had learned a lot from the jobs at which he had worked. Jack
had many ideas for businesses which he would like to establish, but he
knew money was needed to start any businesS. He wanted tp involve as
many people as possible in any business he setup in this way he hoped
to create some steady jobs for the people of the community.
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Jack decided to have a meeting with the people to see if they had
any ideas. He knew that by involving the other people he would receive
more help from them if he did start a business.

Mary.
Below are the minutes of that meeting as written up by Jack's wife,

"Meeting was held in the school hall on the evening
of Tuesday, May 1, 1971.

_There were about 75 people present at this meeting.

The meeting was called by Jack McLeod in order to
discuss possible businesses the people would like
to see started in this community of Pine Bluff.

When asked what businesses they would like to see
started, many people said they didn't see how
it mattered if they wanted to start a business or
not, because no one at the meeting had enough
money to start one anyway.

Pierre Brule replied to these people by saying
that maybe if they, the people,.decided to
look into starting some type of business, they
might be able to get some financial help from
the government. He had heard that the people in
Stoney Plains had started a store that way. And
he was sure that other places had also done this.
He said that without trying they sure weren't
going to get ahead.

Jack Running then got up and said that he had
worked on a large farm in the south, and he was
sure that if they started a farm outside of town
it would employ a lot of people.

Pierre Brule said that he had heard that the
new mill opening in the south was gOing to need
logs, so why didn't they, the people of Pine
Bluff, start a business to cut and haul trees.
There was good timber all through this area so
they should make this resource pay. Pierre al-
so said that since many of the men of the com-
munity had logging experience they wouldn't
have to learn something new,

Pierre's idea was considered a good one. Many
of the people wanted to start plans to see about
log cutting right away. It was decided that
Pierre should check some more, and see what had
to be done if a log cutting operation was set up
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3%.

0

Jack McLeod suggested that as they already had one
good idea there might be others.

Everyone started talking at once, and it was hard
to be sure who the ideas came from. Below are
some of the ideas presented:

Small grocery store
Outfitting camp
Bakery shop
Clothes shop
Hardware store

-,Garage
Motor repair shop
Construction business

- Handicraft store
Making handicrafts
Buying some buses to

rent to school
Fish packing plant
Sawmill
Making leather goods
Canoe manufacturing

After listing all these items on a sheet of paper
it was decided to see which ones would be the
most practical.'

After much discussion it was decided to investi-
gate the following possible businesses:

Canoe manufacturing
Making handicrafts

Twc committees were set up to look into these
businesses. The committees were to report back
to the people within two weeks.

The committees were as follows:

Canoe manufacturing
Jack McLeod
Mary McLeod
Jack Quick
Marty Stevens

Making .handicrafts
John Murray
Nanny Robbins
Don Martins
Sonny Robbins

The meeting was adjourned.

Another meeting was to be held two weeks later
in the same place.
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Questions fr.. T)iscussion

1. What are the things the committees should investigate about the
businesses'they arelooking at?

2. Where can information be found?

3. Should the people of Pine Bluff go ahead and try to start a busi-
ness? Why or why not?
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SUBJECT PRODUCTION MANAGEMENT

LESSON PROD3 PLANT LOCATION

INSTRUCTOR'S GUIDE

OVERVIEW

Location of the plant is vital to the success of a small manufacturing
company. Sometimes a business that might otherwise be only marginal
makes a good profit because of an excellent location. On the other hand,
a poor location can often drag down a good business; it can affect sales
adversely and help decrease the company's. profit by adding to its costs.

An owner-manager must reassess his situation regularly to determine
if his present site is an advantage or a disadvantage. Even a location
that suited his needs three (3) years ago might not be a prudent one
today.

Several factors must be considered when locating or relocating a
Small plant. Among them are the company's market, the available labour
force, transportation, raw materials, and available buildings and/or
building sites.

OBJECTIVE

For a given situation, the student will list those factors which
should be examined when deciding where to locate the physical facilities
of a production operation.

REFERENCE MATERIAL FOR THE INSTRUCTOR

1. Archer, Maurice. An Introduction to Canadian Business. Toronto:
McGraw-Hill Company of Canada Ltd., 1967, ch. 3.4.
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2. Broom, Halsey-N.-and Longenecker, Justin G., Small Business Manage-

ment. 3rd ed... Cincinnati, Ohio: South-Western Publishing
Company, 1971, ch. 10.

3. Buffa, Elwood S. Modern Production Management, 2nd ed. New York:
John Wiley and Sons, Inc., 1969, ch. 10.

4. .Dickson, Franklyn J. Successful Management of the Small and Medium

Sized Business. Englewood Cliffs, N.J.: Prentice-Hall, Inc.,

1971.

5. Fulton, Maurice. "few Factors in Plant Location." Harvard Business

Review. May- pie 1971, pp. 4 17.

6. Garrett, Leonard J. and Silver, Milton. Production Management

Analysis. New York: Harcourt, Brace and World, Inc., 1966,

ch. 13.

7. Hastings, Paul G. Introduction to Business. Toronto: McGraw-Hill

Company of Canada Ltd., 1968, ch. 7.

8. Kelley, Pearce C. et al. How to Organize and Operate a Small

Business. 4th ed. Englewood Cliffs, N.J.: Prentice-Hall,

Inc., 1968, ch. 13.

9. Lasser, Jacob K., How to Run a Small Business. 3rd ed. New York:

McGraw -Hill Book Co. Inc., 1963, ch. 18.

10. MUsselman, Vernon A. and Hughes, Eugene li. Introduction to Modern

Business: Analysis and Interpretation. 5th ed. Scarborough,

Ontario: Prentice-Hall of Canada Ltd., 1969, pp. 378 385.

11. Ontario. Department of Education. Starting and Operating a

Business. Queen's Publisher, Ontario, August 1971, Session 4.

12. Reifler, Ronald M. "Plant Location Factors for Small Industry."
Management Aids for Small Manufacturers, Annual No. 7, 1961,
pp. 37 - 44.

13. Steinmetz, Lawrence L. et al. Managing the Small Business.

Georgetown, Ontario: Irwin-Dorsey Ltd., 1968, ch. 17.

14. Yassen, Leonard C.."Plant Location." Handbook of Business

Administration. New York: McGraw-Hill Book Company Ltd.,

1970, ch. 2.

RESOURCES REQUIRED

T. Case PROD3, "Where Shall We Locate?"
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METHODOLOGY

1. Hand out Readings.

2. Read Purpose and Introduction.

PURPOSE

In this lesson you will examine some of the things to con-
sider when deciding where to locate your plant.

INTRODUCTION

In the Marketing lessons you read about the many things to
consider in choosing a location for a retail store. There are
also many things to examine in deciding where to locate a pro-
duction plant.

Whereas a good location may mean business succesS, a poor
location may mean business failure.

3. Discuss and clarify Purpose and Introduction.

OBJECTIVE: FOR A GIVEN SITUATION, THE STUDENT WILL LIST THOSE FACTORS
WHICH SHOULD BE EXAMINED WHEN DECIDING WHERE TO LOCATE THE
PHYSICAL FACILITIES OF A PRODUCTION OPERATION.

Stimulus

4. , Hand out Case PROD3 and read.

5. Discuss questions at the end of the case. List student's answers
on the flip chart.

Clarify Problem

6. Ask why plant location is important.

7. Ask what things should be considered in locating a plant. List
answers on the flip chart.
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Provide Information

E. Read Section 1, parts a and b, of the'Readings.

CONTENT

1. Choice of Plant Location: Things to Consider

You should not make a snap or emotional judgment about
where you want to locate your production plant.

Below is a list of things you should take into account
when deciding on a plant location. These things are listed
as questions you should ask yourself. As you read through
the list, think of. how important the question might be to
your decision on where to locate your production plant.
Not all these things-are important to all production plants.
SeleCt the ones most important to your type of production
operation.

a. Market Factors

(1) How big is-the' market? (Now and in the future?)
This is important for any type of business. You
should choose a location where you will have enough
sales to make a profit. Maybe one town; or com-
munity, has a better market potential than another.
Maybe sales will be better in one place than in an-
other. (You will learn how to estimate your sales
later in this course.)

(2) Hcd much competition will you have?
This is important for any, type of business. The
more competition you have the harder it will be for
you to sell your products or services. Usually you
should locate where the competition isn't too strong.
Sometimes you may want to locate near your compet-
ition because that is the place waere the customers
go to shop.

L. Geographic Factors these refer to the point on the map
where your plant will be located.

(1) How near are the raw materials?
It is important to locate near raw materials if
they are perishable (for example, a fish-filleting
plant should be near the lake where the fish are
caught), or if they are heavy (for example,..) pulp

mill should be located near timber site because
logs are heavy and expensive to transport).
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(2) How near are the customers?
The closer a business is to its customers, the bet-
ter it is able to serve them. If you locate near
your customers,' transportation costs should be less.

(3) Is there easy access to rail,truck,.w4er, or air
transportation?
It is important to have cheap and rapid ways of
transporting the product from your plant to the
market.

(4) Is there a good supply of cheap power, fuel, and/or
water at this location?
If you need these services in your production pro-
cess, it is important to choose a location where
their cost will be low.

(5) What is the climate like?
Some production processes need a warm or moist cli-
mate, others need cold or dry climate. You don't
want your production process shut down because of
climate or weather conditions.

(6) Are there any special government grants, tax relief,
or other incentives to locate in this area?
This might be important in helping the business make
a profit.

9. Discuss each of the six points listed. Add other points as they
are put forward. Check the list made in point 7 of this guide to
see if student: included the points in their list.

10. Read Section 1, part c, of the Readings.

c. Community Factors these refer to things about the com-
munity that will affect the operations of your plant.

(1) Is there an ade uate su..l of the kinds of .ro-
auction wor ers you will nee.?
Many plants locate near a good labour supply. For
example, La Ronge Handicrafts is located in La Ronge,
Saskatchewan because that is the area where its
skilled handicraft workers are located.

(2) What are the attitudes of the local people towards
you or your type of business?
This is a very important consideration. For ex-
ample, if your production plant gives off a lot of
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smell or pollution, the local people may be hostile
towards it being located in their community. You
should try to pick a plant location where you and
your plant will be welcomed by the people of the
community.

*(3) What incentives does the community offer?
Often the local community will provide free road
access, sewage, and water facilities if you locate
yetr plant in their town or area.

(4) What are land and buildin costs in this community?
ey are too ig you may not e a le toafford

to locate in this community.

Can you list any other questions that should be answered
before a plant location is chosen?

t

Discuss each of the four points listed. Add other points if
they are put forward. Check the list made in point 7 of this guide
to see if students included the points in their list.

12. Read Section 2 of the Readings.

2. Summary

Since you must consider many factors, how can you decide
where to locate a production business?

All we can answer here is that you have to use your judg-
ment. You should weigh the advantages and disadvantages of
each location by asking yourself the kinds of questions listed
above. Only after you have investigated all the important
factors should you make your final decision. Avoid making a
snap or emotional decision if you do, your business may fail.

Indicatoi

13. Review questions at the end of the case and discuss.
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SUBJECT PRODUCTION MANAGEMENT

LESSON PROD3 PLANT LOCATION

CASE PROD3 1

WHERE SHALL WE LOCATE?

The people of Pine Bluff wanted to start a business which would
offer steady employment to people in the community. They had held a
meeting to look at their situation and to discuss if there were any
businesses which they might be able to start. After listing a number
of business possibilities they had chosen two to investigate further.
They had set up two committees to investigate the possibilities of
making and selling canoes and making and selling handicrafts .

When these committees reported back to the people with the
information- they had found, the people had decided they would go into
the business of making and selling handicrafts. The major reasons for
this decision were:

1. Many people were already skilled in making and selling handicrafts.
2. There were many tourists coming through the area on their way to

hunting and fishing camps.
3. The money required to start this type of operation was less than

for other types of business.

Some of the reasons for not going into canoe building were:

1. Lack of skilled people to make the canoes and train others in how
to make canoes.

2. The equipment required for such an operation would cost a lot of
money.

3. There were many large commercial firms selling canoes at a price
lower than that at which the people of Pine Bluff could produce
them.

4. Materials would not be easy to obtain.
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5. Facilities for transporting the finished product to the main
market areas could prove expensive.

Not all the people agreed that making and selling handicrafts was
the best business to go into. However, they thought that the discussions
at the meeting had been good, and that they might be able to set up other
businesses now that they had seen so many possibilities.

At this point Peter May suggested that. those interested in working
with handicrafts should get together to make their plans. The 20 or.so
'persons interested in handicrafts met at the back of the school hall.
Their first question was how they were going to organize. Jack McLeOd
said that he knew of at least three ways they could organize the
business: they could set up a co-operative, set up a partnership, or
one person in the group could set up a single-owner business. In all
cases they would need one person to be the main boss in order to see
that all the jobs got done. Because Jack had come up with the idea
that the people should get together to see if they could make jobs for
themselves, they thought he should be the main boss for now.

Jack agreed to get things going. He said that the question of how
to organize could be answered after they found out some an3v3rs to some
important questions. They should all think about how to organize the

-business because they would need a definite plan when it came time to
. ask for loans and grants.

Right now he thought they should decide on what items they were
going to make and how and when they were going to make them;

Some of the items they decided to make were:

1. head bands
2. crests
3. lapel pins
4. moccasins
5. mukluks
6. jackets
7. mitts

Most of these items were already being made on a small scale by
individuals for gifts and to earn a bit of extra money. Previously
there had been no plan as to what items to make or when to make them.
Each individual had bought only the raw materials he needed; there had
been no volume buying to get a lower price. The raw materials needed
were beads; thread, duffel cloth and hides.

They had had difficulty in selling moccasins and mukluks because
they didn't make uniform sizes. Previously, in order to get the correct
size for the buyer, the person who made the article had to use an out-
line of the buyer's foot. If the Pine Bluff people wanted to sell these
items on a commercial basis, they would have to find some way to make
the footwear meet size standards.
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Another question which would have to be answered was where the
business was to be located. They would need a building large enough in
which to store their materials, do work, store inventories of finished
products, and put displays to show what they had to sell.

Jack said that he has been talking with different people and had
heard of three buildings that might meet their needs.

One of the buildings belonged to Mike Barnes, the General Store
owner. This building, located on the edge of town .a distance off the
main street, didn't have any power and was heated by a coal furnace.
It had not been used for a number of years and was pretty run down;
the doors were broken and all the windows smashed. Mike said that this
building could be rented for about $150.00 a month but he would want
the renter to agree to rent it for at least two years if he was going
to repair the damage and make some improvements on it. This building
was fairly large having two floors and a basement. Raw materials and
finished products could be stored upstairs or in the basement. Or
either the basement or top floor could be used to work in. The main
floor could be used as a display and selling area.

The second building was owned by a man who had moved south when he
sold his general store to Mike Barnes. This building had only the main
floor and a large basement. It was located on the main street of. the
community and had power hooked up to it. The owner was willing to sell
this building for about $500.00. (Jack had found this out because
Marcel Dupont had once thought about getting it for a cafe.-) The
heating system was 'a fuel oil furnace, and there was a 200-gallon fuel
oil tank at the back of the building.

The third building was located on the southern edge of town. This
was a large one-story building set a distance from the highway. It had
its own power unit and was heated by a fuel furnace. The floor space
was large and could be partitioned off to be used for storage, work,
selling and display areas. [his building could be bought from Bill Dans,
a retired outfitter, for about $7,500.00, or could be rented for $195.00
a month if they leased it for a year at a time. Utilities would not be
paid by the owner.

Another possibility was to put up a building themselves. There was
an empty lot on the main street. This lot could be bought for about
$800.00. The materials for building would be about. $500.00. They would
have to buy a furnace and put in a heating system on top of this.
Layout would not be too much, because some of the men in the community
would do the work for minimum wages. The building; completed would cost
about $9,000.00. They would have a new building which was suited to
their needs for this amount.
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Jack suggested that the people think about the questions he had
asked. He would talk with them individually or in small groups during
the next-few days to see what they thought should be done. They would
have to decide as soon as possible how to organize their business and
where to locate it.

Questions for Discussion

1. What type of organizatibn do you recommend the handicraft people
of Pine Bluff set up? Why?

2. In which location ,should they set up the business? Why?

3. Are there other questions that should be answered before deciding
which business, location is the best for their purposes?
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SUBJECT MANAGDIENT PROCESS

LESSON. MP8 THE PLANNING FUNCTION REVIEWED: FIRST PROJECT

INSTRUCTOR'S GUIDE

OVERVIEW

This lesson is different. from previous lessons in the following
ways:

1. The student's Readings are guidelines for undertaking a short-
term business project.

2: More time will be involved.

3. -The-instructor will not be as directly involved.

.
The SMall Business Management course attempts to involve the stu-

dent in a learning experience by having the student participate as much
as possible.

The lessons of the course are written so that students can acquire
knowledge through a group 'process in which students help each other
learn by asking questions and providing examples and illustrations from
their personal experiences. In addition, students can draw heavily on
the instructor's knowledge and experience.

Students needto,be involved in the actual doing to. learn effec-
tively and to make learning relevant. There is a need for on-the-job
training as well as learning through business projects operated by the
students.

The object of this lesson is to have students work on a short-
term business venture. This will be done during the course hours as

. well as on the student's own time. The type of project will depend en-
tirely on the student's imagination. The time spent will depend on the
project as well as the instructor.

653



MP8

Past experience suggests that these projects are invaluable. They
give the student a chance to use, digest and evaluate business concepts
and techniques.

It is difficult to specify in detail how to run this lesson, the
following instructions are of a general nature. The. instructor will
have to be flexible in adjusting to this new situation. A description
of the recommended scope of this first project, as well as a summary
of the project experiences of a previous Small Business Management
student group, is appended to this section.

In general students should plan, organize and carry out their
Chosen bUsiness project without help. However, for their first pro-
ject, some assistance may have to be given.

The emphasis ofthis project is on planning. The students should
see the need for detailed planning of the business project, before they
carry out the project.

The following guidelines may be used in conducting the project:

1. The first project comes early in the course before the students
have been exposed to much of the material. It serves as a review
oflessons already taken, and it gives students some related busi-
ness experience on a small scale. The evaluation of the project
should point out the students' need for added business knowledge,
and should increase their ability to relate to additional subject
matter when it is dealt with in the course.'

2. The project should be fairly short, covering no more than a week
or two. Lessons will be conducted during this tine. The students
will require time for planning and making arrangements for the
projects; this can be done during class time as well as on the
students' own time.

Following this lesson, you can immediately start the next lesson.
You should then allow some class time to be used for planning or working
on some aspects of the projects.

The students should be told ahead of time whenever they will have
aq hour or more to do some planning or other work. This will help them
make better use of the class time.

The actual carrying out of the project should not take longer than
a couple of days or parts of days. The real work is in the planning,
which cannot be done aa a continuous basis. It is usually convenient
to continue with the lessons while the students get ready to carry out.,
the project.

3. Encourage the students to cover as many areas of business manage-
ment as possible in the planning of their project: finance,
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accounting, bookkeeping, marketing, production, personnel, business
organization, etc.

4. It is suggested that you occasionally hold progress meetings.
Students will sometimes become discouraged. A meeting discussing
the progress of other groups may help.

5. You should have a positive, enthusiastic and encouraging attitude.
It is possible for students to see so many barriers that they give
up trying. If this happens, the project will not accomplish its
Objective. The students must realize that going into business
presents problems which must be solved. The project presents in
miniature many of the problems that the students will encounter
when they go into business.

6. In some cases, the students will require permission or other
clearances to go ahead with a project. When the CO--operation of
administrative authorities is required, it is best if the students .

work their own clearances; however, you can help by previously
making sure of administrative co-operation.

7.. You may act as a:consultant aid as a source of encouragement, but
the project should be the students' responsibility an opportun-
ity for them to demonstrate their initiative, drive and problem-
solving skills.

. Provide the students with a time limit so that all the students .

complete the project at about the sane time.

9. The appendix at the end of the lesson discusses a project con-
ducted by a group of Small Business Management students. Con-
siderable time was allowed for this project. .It is suggested that
less time be given to the first project.

OBJECTIVE

The students will plan, organize and carry out a short-term busi-
ness venture.

RESOURCES REQUIRED

1. These will. vary with the nature of the projects undertaken.
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METHODOLOGY

1. Hand out the Guidelines; read and discuss the Purpose and Intro-
duction.

PURPOSE

In this lesson you will apply some of the knowledge you have
acquired to date in the course to planning and carrying out a
business project.

INTRODUCTION

While taking the Small Business Management course, you can-
not obtain the experience of actually running your own business.
In order to illustrate some of the problems of running a business
as well as to clarify the course material you have taken, you
will plan, organize, and carry out a business project.

The business project is the operation of a small business
for a short period, partly in class time and partly in your own
tine.

The project should help you in the following ways:

1. You will have an opportunity to see what it is like to run a
business.

2. You will be able to use some of the things you have learned
so far in the course.

3. After completing your business project, you will be able to
evaluate how well you have done and you will be able to
judge how useful different lessons were to you.

OBJECTIVE: THE STUDENTS WILL PLAN, ORGANIZE AND CARRY OUT A SHORT-
TERM BUSINESS VENTURE.

Stimulus

2. Ask the students to name some advantages of experience in planning
and organizing a business.
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Clarify Problem

3. Discuss the advantages named by the students. They should realize
that planning can become easier as they gain experience. The
projects will be a review of course content already taken and will

. help make new material more relevant.

Provide Information

4. Read Sections 1 to 3; stopping after each section to discuss and
clarify the tasks expected of the students. It Is impossible to
foresee all aspects of a project. The instructor will need much
imagination and flexibility in adapting to the various situations.

CONTENT

1. Steps to Be Followed in Carrying Out the Project

a. Divide into groups of 2 to 10 depending ,on the project
undertaken.

b. In each small group, decide on the type of project to
be undertaken.

c. When everyone has decided on the project, have someone
from each project group present the project to the rest
of the class and discuss with the class.

d. In the small group carrying out the project, plan in
detail what you want to do, how it will be done, who
will do what and when it will be done.

e. The emphasis is on the planning of the project. How-
ever, the project must be carried out in order to see
how well the plans were made.

f. Crice the project has been completed, each group will
evaluate the success of the project and the learning
and experience it provided. Remember a project Which
is a failure financially may be a great success in terns
of learning and experience.

2. Types of Projects

The project should be quite short, from a few days to
perhaps a week. Each group of students must decide on the
project it wishes to carry out. One pi.::ject may be chosen
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for the whole class or the class may choose to have a num-
ber of projects with varying numbers of students in each
group. Renenber that the more people in the project, the
more difficult it is to manage and the less each person tends
to be involved. On the other hand, the more people in the
project, the more help and ideas are available.

The following are a few ideas for projects. Some may
involve more tine than you can spend on the project, so
they may be retained for a later project:

a. Sale of sandwiches, hot dogs, hamburgers, drinks, cof-
fee, etc., to students and staff during noon lunches
at school.

b. A small lunch bar as above but at a local fair, festi-
val, pow wow, etc.

c. Sale of handicraft products made by people in your com-
munities on a house-tO-house basis, at a fair, in the
school, etc.

d. Production and sale of authentic native Christmas cards
or other products.

e. Sale of a service' to the community: school, church,
businesses or public.

As long as you plan and carry out a business activity
which involves the production or sale of a product or ser-
vice, you may use any other idea that you wish.

3. Learning Experience

The purpose of the project is to learn by doing. The

first objective of the project is not to make money, although
this is certainly to be considered. If money can be made,
so much the better. It must be remembered that although a
loss of money is less interesting, it may still be a useful
learning experience .

For the project to be a learning experience, keep the
following points in mind and follow as many of them as pos-
sible.

a. Plan the organization of your group, a partnership,
limited company.Or co-operative, without actually be-
coming involved in the legal aspects.
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b. Plan all aspects of marheting your product or service:

(2) What purchases have to be made, when, in what
quantities and qualities, etc.?

(2) What selling technique will you use; door to
door, retail sales, middleman?

(3) What are your prices going to be? How do you set

them?

(4) What inventories are required? What inventory
control must you use to avoid loss or spoilage?

(5). What analysis of consumer needs is necessary?

(6) How will you obtain good public relations, promote
and advertise your product or service so that the
public knows about your 'business' and are favour- .
ably inclined to purchase?

c. Plan which group member will do each job. Who will act
as manager, accountant and bookkeeper, salesman, sales

manager? Who will be responsible for inventory control
and quality control? Remember, each person may have
more than one responsibility in a small busines:.

d. Plan the type of bookkeeping and accounting required to
give an accurate picture of the business. How. much

money do you have to start (owners equity)? What loans

do you need? How are any loans to be paid off? Provide

for a budget of expenses and revenues, and at the end
of the project, prepare a Profit and Loss Statement and
a Balance Sheet.

e. If the project involves the production of a product, you
should schedule production to be efficient, look into
production costs, quality control, etc.

It will require a lot of imagination and work to carry
out the projects successfully. The experience will provide
you with a means of reviewing the practical aspects of what

you have learned, and will point out some areas that require

more work and study.

It is important to remember that the objective of the project is

to provide the studehts With experience in planning, organizing

\and carrying oue'a- business venture.
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5. Read Section 4 of the Readings.

4. Suntmary

This lesson is unlike other lessons in that you will
be involved in planning and carrying out an actual business
project. Your instructor will not be leading you. Al-
though you may consult him for advice, the decisions you
make-must be your own.

The instructor will'allow a certain amount of class
time to plan and carry out the project. However it is un-
likely that you will have enough class time to do all that
you would like. Probably your group will have to work to-
gether outside of class hourS to complete the project. This
is not unlike a lot of small businesses which do not have
set hours.

After you hae started your project, the instructor
will likely continue with the next lessons in the course,
providing occasional breaks in the lessons for work on the
project.

Indicator

6. When the projects have been completed, have the students prepare
detailed written reports about each project. Each report should
clearly indicate the nature of the project, the methods used for
planning and carrying out the projea, the financial statenents,
a report on the .:arious aspects of marketing, business organi-
zation, bookkeeping and accounting, personnel, etc. The reports
should also discuss the special problems the groups encountered.

7. Have each project group read their report to the full group, and
discuss each report.

8. Have the students evaluate the projects as to what they learned in
each area of business management. Ask the students what they.
would do differently in another project.

9. . Keep the reports as well as any flip chart pages used during the
various stages for the second project.
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SUBJECT MANAGRIENT PROCESS.

LESSON MP8 THE PLANNING FUNCTION P.EVIEWED: FIRST PROJECT

APPENDIX A

Small Business Management Course
Prince Albert, Saskatchewan

Notes On Christmas Card Project

Organization

The students net to consider the possibility of running a business
project as a group. Some accepted the idea with enthusiasm, others
somewhat reluctantly.

They held a number of meetings among themselves with no instructors
present. Out of these meetings emerged an organization:

1. All 14 students were on the Board of Directors.
2. One student was elected chairman.
3. Each student contributed $5.00 share capital.

They decided to make and sell Christmas cards, although it was
November and the time until Christmas was very short. A deadline for
production was set.

Other ideas on the project were:

1. They could produce Indian handicrafts to sell at the Canada Winter
Games in Saskatoon. The main product was to be a 'teepee electric
lamp'.

Z. If the project was successful further production could be planned
for Valentine's Day and Easter.

.Production

Meetings were held daily.
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One of the students, art artist, was engaged to draft card designs
and verses. At a meeting held December 3, a motion was carried to pay
the artist $60.00 for his art work. Oe accepted $30.00.

They decided to use English instead of Cree on the cards. Ideas
for verses were put on the flip chart and discussed until ajinal sel-
ection was made. Production costs and prices were agreed upon. Flip
chart notes of all the meetings were kept.

Th..; first production run was a failure, resulting in very low
morale in the group. The deadline was passed and a new date set. Sev-
eral of the group, headed by one student acted as a production com-
mittee.

The second production run was successful and about 4,000 cards
were produced. The students were very pleased with their product.

Packaging : A

The printed cards reached the classroom on Friday, December 11.
The students packed the cards in plastic bags, a dozen to the bag.
This was done quickly and efficiently.

Sales

Throughout the production period the students had been searching
for markets, canvassing city businesses, home communities, Indian
Reserves, and friends, who placed many advance orders.

On the afternoon of Friday, December 11, the students collected
their cards to sell or deliver over the weekend. Staff, students, and
visitors poured into the room to buy cards. The sales manager tried
to keep a record of cash sales and of cards issued to students on con-
signment but was unable to keep up.

Records

On Monday, December 14 the confusion had deepened. There was
about 60 dozen cards unaccounted for. The instructor was asked to help
sort things out but many cards were still missing.

One of the problems was that the group had decided that each student
would keep books on the project. This was intended to be an exercise
in bookkeeping. Unfortunately, none of their accounts agreed. It was
decided that from then on, only one student would do the bookkeeping.
The group would check his books.

Aiter some straightening out, the students went forth again to sell
cards.
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Evaluation

On December 15 an evaluation of the project was made. All the
flip charts produced up to this point were hung around the walls of
the classroom. They covered all four walls, overlapping in places.

The students discussed the method of evaluation to be used and

the instructor conducted the actual evaluation.

First the students evaluated successes and failures, writing them
on a flip chart.

The Successes Listed Were:

1, Experience was gained.
2. There was good co-operation.
3. When the first printing failed, the instructor helped to get pro-

duction going again, which boosted student morale.
4. It was fun selling cards.
S. The students enjoyed public relations work.
6. The students enjoyed the whole project.

The Failures Listed Were:

1. Lack of communications between students and the printer.
Z. Lack of realistic deadlines set by students.
3. The students did not stick to deadlines,
4. The students lacked finances.
S. The students tried to operate too cheaply.
6. The printer did not produce as promised.
7. There was absenteeism on the part of the students.

The students next wrote down what they felt they had learned in the
different subject areas.

Business Communications

1. There was considerable feedback fnmn the printer.
2. Some confusion existed.

Marketing

1. The product was right unique.
2. The project was started too late for Christmas.
3. Distribution was poor students did not stick to their designated

areas.

4. The students efforts were often haphazard.
S. Pricing was good.
6. Advertising was poor.
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Personnel

1. The students were disorganized.
2. Mbrale fluctuated up and down.
3. Absenteeism was high.
4. There was no follow-up by workers.

Finance, Accounting, Bookkeeping

1. There was a jumble of figures.
2. Too many students tried to keep records.
3. Financing was poor.
4. Cost figures were unrealistic.
5. There was a lack of information for bookkeeping,

Personal Finance

1. Five dollars from each student was a sacrifice.
2. Five dollars from each student was a good investment for knowledge.

Production

1. The first run was a failure.
2. There was a lack of knowledge of printing.
3. An unrealistic deadline was set for the completion of the project.
4. There was a lack of real control of jobs to be done.
5. They were introduced to the idea of quality control.

Business Organization

1. The students lacked precise business organization at the begin-
ning of the project.

2. The Christmas Card project was not the students' idea in the first.
place and that took away their incentive.

3. The project was for those students going into business but
it was not as Valuable for the others.

This ended the students' evaluation.

Other Con uients

1. The project was undr.:r intense pressure due to the starting date
being so close to Christmas. Had the project been started earlier
a greater volume could have been produced and marketed. The
potential for a healthy profit was there.
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2, A reasonable profit could still have been made if a large number
of cards had not been lost. Instead, a very small p:ofit was
made.

3. On the weekend of Deceuber 12, a number of students were involved
in a fight with each other at a party causing a split in the
group, resulting in hard feelings and low morale.

4. When morale was low after the first printing failure, some students
were offering their shares for as little as $2.00. When the next
run was successful, the asking price went as high as $15.00.

5. By the time the course ended the shares were all owneu by three or
four of the group, with one student holding the controlling interest.

6. The printing plates were left with the school.
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SUBJECT PRODUCTION MANAGEMENT

LESSON PROD4 PLANT LAYOUT AND WORK SIMPLIFICATION

INSTRUCTOR'S GUIDE

OVERVIEW

Plant layout follows the plan for organization of operations. It
is also influenced by: physical and operating characteristics of
machines; product requirements; such things as chutes, conveyors, and
passageways; work space and conveniences for personnel, including wash-
rooms; good 'ccations for service centres such as tool rooms; space for
administrative work and offices; and general appearance.

Work simplification affects the plant layout because of the flow
of work sequencing and the spatial requirements of the workers.

This lesson briefly examines some of the factors to be covered
when planning how to arrange the physical layout of a plant. The factors
to be considered can be applied to all production plants be they large
or small.

OBJECT IVE

The, students will arrange a scale model of a plant layout,
utilizing the principles discussed in the lesson.

REFERENCE MATERIAL TOR INSTRUCTOR

1. Anthony, Edward L. "Are You Using Your Space Effectively?"
Technical Aids for Small Manufacturers, No. 77 (December, 1961).
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2. Archer, Maurice. An Introduction to Canadian Business. Toronto:
McGraw-Hill Co. of Canada Ltd., 1967, ch. 37.

3. Buffa, Elwood S. Modern Production Management, 2nd ed. New York:
John Wiley and Sons, Inc., 1969, chs. 11, 12.

4. Dickson, Franklyn J. Successful Management of the Small and
Medium-Sized Business. Englewood Cliffs, N.J.: Prentice-
Hall, Inc., 1971.

5. Douglass, Lathrop.
Flexibility."
Annual No. 13,

6. Garrett, Leonard J.
Analysis. New
ch. 14.

"Designing Small.Plants for Economy and
Management Aids for Small Manufacturers,
1967, pp 26 33.

andSilver, Milton. Production Management
York: Harcourt, Brace and World, inc., 1966,

7. Hastings, Paul G. Introduction to Business. Toronto: McGraw-
Hill Company of Canada Ltd., 1968, pp. 84 90.

8. Kelley, Pearce C. et al. How to Organize and Operate'a Small
Business. 4th ed. Englewood Cliffs, N. J.: Prentice-Hall,
Inc., 1968, ch. 14.

9. Keith, Lyman A. and Gubellini, Carlo E. Introduction to Business
Enterprise. 3rd ed. Toronto: McGraw-Hill Company of Canada
Ltd,, 1971, pp. 331 -.338.

10. Lasser, Jacob K, How to Run a Small Business, 3rd ed. New York:
. McGraw-Hill Book Company Ltd., 1963, pp. 368 373.

11. MUsselman, Vernon A. and Hughes, Eugene H. Introduction to Modern
Business: Analysis and Interpretation, 5th ed. Scarborough,
Ontario: Prentice-Hall of Canada Ltd., 1969, pp. 386 391.

12. Newton, Raymond C. "Principles of Plant Layout for Small Plants."
Technical Aids for Small Manufacturers, No. 42,- April, 1956.

13. Steinmetz, Lawrence L. et al. Managing the Small Business.
Georgetown, Ontario:: Irwin-Dorsey Ltd.,.1968, ch. 18.

14. Muther, Richard. "Plant Layout and Design." Handbook of Business
Administration. New York: McGraw -Hill Book Company Ltd.,
1970, ch. 4.

15. Antis, W. and Geitgey, D. "Methods Improvement." Handbook of
Business Administration. New York: McGraw -Hill Book Company

Ltd., 1970, ch. 9.
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RESOURCES RE,QUIRED

1. Case PROD4 I, "Where Does the Equipment Go?"

2. Films: "Physical Facilities"
"Methods Analysis" (Pre-view this film to see if it is

appropriate For your .particular
group.)

3. Flip chart.

METHODOLOGY

1. ,Hand.out the Readings; read and diScuss the Purpose and Introduction.

PURPOSE

In this lesson you will discuss how you can make your pro-
duction business more efficient and profitable through good work
methods and a good plant layout.

INTRODUCTION

Have you ever worked in a messy and crowded work place?
If you have, you probably worked very inefficiently. Good layout
in your production plant will help prevent awkward and inefficient
working methods.

Have you ever seen a worker using poor work methods? Taking
too much time to do a job? Using the wrong tools? Making
inefficient motions?'

It is important for you to make sure proper work methods are
used in your production plant. You should always be looking for
ways to simplify the work in your plant since better work methods
will mean more output anJ profit.

OBJECTIVE: THE STUDENTS WILL ARRANGE A SCALE MODEL OF A PLANT LAYOUT,
UTILIZING THE PRINCIPLES DISCUSSED IN THE LESSON.
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Stimulus

2. Ask students if they feel that layout is important in a production
business. It may be necessary to define layout.

Clarify Problem

3. List and discuss the students' answers.

Provide Information

4. Read and discuss Sections 1, 2, and 3 of the Readings.

CONTENT

1. Some Definitions

a. Plant layout includes the way the rooms, doors, etc., of
your plant building are arranged; the way your materials
and machines are arranged in your building; and the way
the materials flow through your plant while they are
being made into finished products.

The above are all aspects of plant layout. When someone
speaks of plant layout, he may be referring to one, two
or all of these aspects, depending on the situation.

b. Work simplification can be defined as cutting down on
wasted ilork; making work more efficient; simplifying the
viorkin2, methods; and giving each worker a workload he
can handle.

2 Making_ Plant Layout Decisions

Before you start your production plant you must decide
on the type of building you need. This will depend on the
type of product you are making and the type of production
operations you use. You must also decide how you will arrange
things in your building.

When deciding how to lay out your plant, you will have
to answer the following questions:

a. What jobs (production operations) have to be done? C

I list these?
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b. Can I draw a chart to show which operations have to be
done, first, second, etc.?

c. What is the best way to arrange these operations inside
my building? Can I draw a floor plan?

d. How much room do I need for each operation?

e. Which operations should be located close together?

You should plan the above things before you put the equipment
in your plant.

3. Why is a Good Plant Layout Important?

A good plant layout should arrange men, materials, and
equipment so that as materials are being made into finished
product, they move over the shortest distance, in the correct
order and in the safest way possible.

A good plant layout will do the following:

a. Increase production work will be easier and will be
done faster.

b. Cut down on expenses there will be less wasted time
ara-material. You will be able to produce more products
with less material and less labour.

c. Improve working conditions workers will be less
crowded and more comfortable.

d. Increase safety since workers have more room, accidents
will occur less often and involve fewer people when they
do happen.

e. Improve the way materials are handled -.raw materials
will be located in the right places; they'won't have

. to be moved as far.

f. Reduce wasted space each part of your floor space will
be used in the best way.

5. Show the film, "Physical Facilities". This film is fairly
. sophisticated. You will have to relate the film content to a small
plant operation.
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Summary of Film Contant and Instructions for Showing Film

a. Discusses how to select a good location close to:

(1) markets
e2!) raw materials
(3) good transportation
(4) power and fuel
(5) labour

STOP the film here and relate back to Lesson PRODS,
"Plant Location".

b. Defines plant layout "the sequence of operations that will
ensure the smoothest flow of materials thruagh various stages
of production."

STOP the film and write this definition on the flip chart.
Discuss the definition so that all the students are clear on
what it means.

c. Discusses factors that influence plant layout:

(1) type of production process
(2) type of manufacturing involved

d. Shows techniques to simplify plant layout:

(1) progress-flow charts
(2) progress-flow diagram
(3) template layout

STOP the film after each of these techniques and illustrate
the process using as a model a small plant.

6. Have students summarize the film and relate it to the Readings
using their own examples and experiences.

7. Read and discuss Sections 4 and 5 of the Readings.

4. How Can You Simplify the Work in Your Plant?

Work simplification enables you to use your manpower
more efficiently. By, simplifying the working methods in your
plant, you will cut down on costs, increase production and
create happier workers.

You should ask yourself tht: following questions about
each operation in your plant.
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a. What is the purpose of the operation?

(1) Why is it being done?
(2) Is the same operation being done later or earlier?
(3) Can part or all of this operation be dropped?
(4) Does the operation make the produce more useful or

easier to sell?
(5) If the operation involves making a part, could this

part be purchased at a lower cost than it can be
produced?

b. Can the design of the part or product be changed so that
it needs less work?

(1) Can other parts be used?
(2) Can the part be made by a simpler method?

c. How good is the layout of the work area?

(1) Does the material move in and out smoothly?
(2) Are materials and equipment located in the best

places?
(3) Could the location of tables and benches be

improTed?

d. Are.the right equipment and tools being used?

(1) Are the machines well-maintained?
(2) Would automatic feeders, ejectors, etc., save time?
(3) Is the equipment either too big or too small?
(4) Are. operations which could be done faster and

better by a machine being done by hand?

e: What work methods are being used?

(1) Is the worker located in the right place?
(2) Does he use both harrls?
(3) Is this worker using a work method that would be of

benefit to other workers?
(4) Would specially designed benches or tables help

production?
(5) Are tools and parts within easy reach?
(6) Is time being wasted in waiting for or hunting for

tools or materials?
(7) Does the worker have a realistic workload?
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f. Are the right materials being used?

(1) Could you speed up production by buying the same
materials in a different form?

(2) Could a different material be used?

Are materials being handled properly?

(1) Could trucks, pallets, or some other type of
conveyor be used?

(2) Could gravity feeders be used?
(3) Can materials be handled during slack periods in

the operation?
(4) Can rehandling and recounting of materials be

avoided?

g.

h. What are working conditions like?

(1) Is the lighting bright enough?
(2) Is the temperature of the room right?
(3) Is the work area clean or messy?

i. Are the workers properly trained and supervised?

(1) Who does the training? Is he the right man?
(2) How is training done?.
(3) How are instructions given to workers?
(4) Can the operation be broken down into smaller

details so that less training and supervision are
needed?

5. Summary

You will have better efficiency and bigger profits in
your production plant if you make sure you have an efficient
layout of men, materials and equipment in your plant, and
good work methods (.7imple, fast, work procedures).

. 8. Show the film, 'Methods Analysis", if you feel it would be useful.
This film discusses fairly sophisticated methods; you will have
to relate it to small plant operations.

674



PROD4

Summary of Content and Instructions for Showing Film

a. Gives the purpose, goal and benefits of methods analysis

(1) Purpose to find the best and least costly operating
methods.

(2) Goal the production of more goods in a more efficient
manner at lower prices.

(3) Benefits better ways to perform tasks.

b. Gives a brief history of time and motion studies.

c. Suggests that:

(1) employees be trained in work simplification

(2) managers listen to workers ideas on methods of doing
work

(3) methods analysis might result in

(a) eliminating some production steps
(b) combining some production steps
(c) resequencing of process
(d) simplification of way Df performing work.

d. Discusses rules of motion practice.

9. Summarize the principles of plant layout and work simplification.
The points presented in the Overview might be useful for this
purpose.

Indicator

10. Hand out Case PROD4, "Where does the Equipment Go ?" :Read the case
anddiscuss the questions at the end.

11. _Have the students form groups of four or five. Instruct each.
.group to outline plans on how they would lay out the plant
discussed in the case. hay are to submit a drawing of the floor
arrangement with written reasons for. their particular arrangement.
AlloW a half hour for completion.

12. Ask groups what problems (if any) they had when planning layout.
Discuss problems and ,questions pertaining to the plant layout.
Have students summar:i.ze lesson and case exercise.
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SUBJECT PRODUCTION MANAGEMENT

LESSON PROD4 PLANT LAYOUT AND WORK SIMPLIFICATION

CASE PROD4 1

WHERE DOES THE EQUIPMENT GO?

The Pine Bluff.Handicraft Co-operative was formed. A Board of Dir-
ectors was elected to set up general operational policies, particularly on
such matters as:

1. determining trade and credit policy
2. supervising the business and policy
3.. deciding who signs cheques
4. defining duties and pay for employees
5. setting hours of trade
6. appointing comittees for specific purposes.

The Board members were:

President:
Treasurer:
Secretary:
Members:

Joan May
Susan Lee
Mary McLeod
Sylvia Smith
Helen Waters
Jason Matson
Randy Lee

The. asked Jack McLeod to be manager of the Co-operative. His
first major job would be to get the way clear for starting business.

The two major questions of how to organize the business and where
to locate had been answered. The business would be organized as a co-
operative. It would build its own building rather than locating in any
of the present buildings. The major reason for building was that not
only could the building be designed to meet the needs of the business but
also work would be provided for some of the men in the community.

Jack's immediate problems now were deciding on a floor plan for the
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building, and organizing the people who were going to do the production
work and the clerking jobs.

It was decided. that the Co-op would order raw materials and put
them into kits. They would then contract the kits out.te people who
could do good work, and sell the finished prbducts. The kits would
contain all the raw material necessary to make the item. If hide was
required it would be cut to size. The design would be up to the indi-
vidual doing the piece work. The pieCe-work method was thought to be
the best because: many of the workers would be women with young children
who liked to be at home; the kits could be contracted out to people
who lived outside the community; the labour costs would be lower because
the craftsmen were paid only.for what they actually compL'ed the
more they produced the higher their pay.

The production work done at the business itself would involve the
making up of the kits. A kit would be made with the following stops:

1. Cut pattern from the hide.
2. Cut duffel cloth from its bolt.
3. Cut fur required.
4. Cut trim required.
5. Put raw material into a bag.

Any needles, thread and beads required would be given out in quantity
amounts so that the craftsmen making the item had enough of these
materials to make several items. Any scrap hide and fur would be cut
into pieces to be used for small items to wear on shirts and jackets.

The layout of the production area of the business had to be big
enough for about five or six women to get kits ready. There had to be
storage space for the raw materials and storage space for the kits that
were ready. The women would need a good light because they had to cut
around standard patterns to ensure that the finished products would
meet standard sizes. The women would also need facilities to eat in
as well as washroom facilities. Raw materials had to be stored near the
work area so that the women could get them easily and quickly as they .

needed them. .

The selling!and display area had to contain a place to store the
finished products. There had to be a display, area so that anyone coming
into the store could easily see what was offered for sale. Jack McLeod
wanted his office.in a place where he could watch the selling and
display areas but where he could also be reached easily in case of
difficulties in the production and storage areas.

Questions for Discussion

1. Prepare a floor plan for the Pine Bluff Handicraft Co-operative.
The dimensions of the building are 60' long and 48' wide. The
48' sides are parallel with the, street. The building is to be one
level with a full basement.
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2. Prepare a plan for the work floor in the production area.



SUBJECT BUSINESS LAW

LESSON BI6 THE LEGAL CONTRACT

INSTRUCTOR'S GUIDE

OVERVIEW

The basic tool of a business enterprise is the CONTRACT. All busi-
ness transactions, whether verbal or by written agreement,_are con-
ducted by contract.. A contract is entered into for something as simple
as purchasing a loaf of bread in a store.

Five elements must be presenL before a contract is considered
legal:

1. Mutual agreement offer and acceptance.

2. Consideration something to which value can be attached.

3. Capacity to contract --Certain groups of people cannot have con-
tracts enforced against them.

4. Intention to create legal. relations if someone does not intend
to actually enter into a contract, they are judged not to have
done so.

5. Legality of object - the object of the contract must be legal.

In this lesson the students are introduced to these five elements:

A businessman must avoid entering into contracts which are dis-
advantageous to him. In many cases, the only way to ensure that this
objective is realized is to retain ihe services of a competent lawyer.
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OBJECTIVE

Given some elements of a contract, the students will be able to
identify whether all elements for a legal contract are present and,
if not, which are missing.

REFERENCE MATERIAL POR INSTRUCTOR

1. Anger, William H. and Anger, H.D. Summary of Canadian Commercial
Law. 18th rev; ed. Toronto: Sir Isaac Pitman (Canada) Ltd: 7
TM, oh. 2

RESOURCES REQUIRED

1. Flip chart.

METHODOLOGY

1. Hand out the Readings; read and :discuss the Purpose and Intro-
duction.

PURPOSE

A CONTRACT is the basic toi,1 of business. .In this lesson
you will study and discuss the five major elements that must be
present before a legally enforceable contract exists.

INTRODUCTION

Negotiation or discussion takes place before-- puying and
selling property or agreeing to work for someone. The object of
this negotiation or discussion is agreement. When agreement is
reached, a set of promises cone into affect. Promises which are
legally enforceable are known as OONTRACTS.

Consider the:' following example. Suppose you decide to buy a
car. You are going to pay cash. After checking with various car
dealers you find a car which is just what you want. However, the
price is about $100.00 higher than youwaat to pay. You let the
dealer know you are interested but you offer him less than the
listed price. In fact, you probably offer him less than you are
willing to pay. If he wants to make a sale, he will likely make
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a counter offer which is less than his original price but still
above the offer you made. This kind of negotiation will usually
continue until a mutually agreeable price is reached. This is the
point at which one of you makes an offer and the other accepts
the offer.

This example points out one of the elements that is necessary
to the formation of,a legally enforceable contract: namely "mutu-
al agreement ". An offer by one party which is accepted by the
other party is called "mutual acceptance".

This lesson introduces you to the elements that are essential
in a legally enforceable contract.

OBJECTIVE: GIVEN seNE ELEMENTS OF A CONTRACT, THE STUDENTS WILL BE ABLE
TO IDENTIFY WHETHER ALL ETEMENTS FOR A LEGAL CONTRACT ARE
PRESENT AND, IF NOT, WHICH ARE MISSING.

Stimulus

2. Ask students: "What is necessary for a legal contract to exist?"

Clarify Problem

3. Ask a student to list on the flip chart what they think are the
necessary elements of a contract.

5i.oVide Information

4. Read and discuss Section 1 of the Readings.

CONTENT

Definition of a Contract

The following definitions are provided primarily for
discussion purposes. You are not expected to mmorize them.

a. A legally enforceable contract is a
deliberate agreement between, two or
more competent parties (not nec-
essarily in writing) which is
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supported by mutual consider-
ation to do some ZegaZ act
voluntarily.'

b. A contract is an agreement be-
tween two or more capable per-
sons, for a ZegaZ consideration
or value, to do or not to do
some lawful and genuinely in-
tended act.2

c.. 'A contract is a promise or set
ofpromises which the "law will
enforce.3

The above definitions will become clearer a3 you read
through thefollowing sections. Further clarifi:ation will
come in later lessons in this subject area when each of the
elements are examined in detail.

1
Chapmaa, F.A.R. Fundamentals of Canadian Law. Toronto:

McGraw-Hill Company of Canada Ltd., 1965, p.-59.

2Anger, William H. and Anger, H.D. Summary of Canadian Com-
nercial Law. 18th rev. ed. Toronto: Sir Isaac Pitman (Canada)
Ltd., 1962, p. 11.

3Smyth, Janes E. and Soberman, D.A. The Law and Business
Administration in Canada. 2nd ed. Scarborough, Ontario: Prentice-
Hall of Canada Ltd., 196-8, p. 46.

5. Read Sections 2 and 3 of the Readings. After each sub-section,
discuss to ensure that students understand the points.

, . .

2. Elements Necessary to Form a Legally Enforceable Contract

Thee: are five major elements necessary to the form-
ation of a legally enforceable contract. They are:

a. Mutual Agreement (offer and acceptance)
Mutual agreement occurs when the offer made by one party
is accepted by the other party. For exancle: "I offer
to sell you my truck for $700.00," or, "I'll take $700.00
for my truck," are good offers. A response such as: "I
accept" or, "I accept your offer," means that mutual
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agreement has been reached (that is, an offer has been
made by one party.and accepted by the other.)

ii Consideration
If you promise to do something, the law will not make
you carry it out unless you receive something or are
promised something in exchange. The "something" that
you receive in exchange is called "valuable consider-
ation" because it As legally considered to have some
value, however little that value may be. Valuable con-
sideration may be money, a material item, an act or a
promise (that is, anything to which value can be at-
taChed.)

Valuable consideration is a legal necessity in making a
contract b(,cause it is considered to be against human
nature to nake a promise for which nothing is received
in return.

c. Genuine' Intention to Create Legal Relations
Agreeing to the terms of a contract or signing your
signature to it because your life was threatened, ob-
viously makes the contract void. There was no genuine
intention on your part to enter into the contract.

d. Capacity to Contract
Note that definition a. states that a contract is an
agreement between ... "two or more COMPETENT parties",
and definition b. points out that "A contract is an a-
greement between two or more CAPABLE persons....." Mbst
peOple are legally competent or capable of entering into
contracts which are binding upon them. There are, how-'
ever.i'Some people or groups of people who are not liable
for their contractual obligations. They are:

(1) Minors and Infants
IFCanada these are persons (male or female) who
have not reached the "age of majority" tra-

ditionally twenty-one. You should be aware that
most provinces have reduced the age of majority
to eighteen years of age.

There are two classes of contracts a minor can en-
ter into which are as valid and binding upon him
as they would be on any other person. These are:

(a) A contract for necessities (that is, goods or
services which the infant needs to stay alive,
healthy and secure; such as food, clothing,
lodging, medical services and education).
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(b) Contracts which are beneficial to the infant
for purposes of apprenticeship or employment.

In general, all other contracts entered into by a
minor can be repudiated by him. Thisjmeans that
the contract of a minor is unenforceable against
him but enforceable by him against the other party.

(2) Mentally Incompetent Persons or Intoxicated Persons
Both mentally incompetent persons and intoxicated
persons are liable for necessities which have been
sold and delivered to them.

Any other contract is also binding upon these two
types of people unless it can be proved that:

(a) when they made the contract they were mentally
incompetent or so intoxicated that they did
not know what they were doing; and

(b) the other party to the contract was aware of
this condition.

In order to avoid liability, the incompetent or
intoxicated person must repudiate the contract as
soon as possible after he has returned to his nor-
mal state (condition) . If he does not act promptly
he loses this privilege.

(3) Treaty Indians
In Canada, Indians living on reservations are wards
of the:crown. To protect them against fraud they
have been rendered legally incapable of entering
into contracts, even for necessities.

Section 89 of the INDIAN ACT reads as follows:

89. (1) Subject to this Act, the real
and personal property of an Indian or
a band situated on a reserve is not
subject to charge, pledge, .mortgage,
attachment, levy, seizure; distress
or execution in favour or .at the in-
stance of any person other than an
Indian.

(2) A person who seZZs to a bank or
a member of a bank a chattel under
an agreement whereby the right of
property or right of possession
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thereto remains wholly or
in part in the seller, may
exercise his rights under
the agreement notwith-
standing that the chattel
is situated-on a reserve.

Indians can sue another party for failure to fulfil
the terms of a contract but they cannot be sued by
the other party for failure to fulfil their part
of a contract.

Indians are free to leave the reservations at any
time. They are then free to enter into binding
contracts.

(4) Enemy Aliens
Enemy aliens are residents of countries with which
our'country is at war. Any contracts which have
been in existence prior to hostilities are immedi-
ately suspended. In addition, it is illegal to
enter into a contract with an enemy alien dur."Ag
hostilities.

(5) Bankrupt rebtors
Until a bankrupt debtor receives a discharge from
the court,he is not allowed to enter into a legal
contract.

(6) Corporations
Corporations receive the authority to conduct busi-
ness activities either by being granted letters
patent or by having their memorandum of associ-
ation registered. In either case, they are re-
stricted in the types of contracts they may enter.
If they enter into contracts fog which they do not
have authority, these contracts are ultra vires
(beyond their powers) and are, therefore, void.

The main point to remember about capacity to con-
tract is that while the above persons or groups of
persons are free to enter into contracts, the courts
will not enforce these contracts against them. If
a contract is not legally enforceable; it is not a
legal contract.

4
R.S.C. 1952, c. 149, s.89
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e. Legality of Object
A contract is void if the object of the contract is il-
legal. For example, suppose that you promise a taxi'.'
driver a large tip if he will exceed the speed limit in
order to get you to your destination on If he ex-
ceeds the speed limit and you do not give him the.prom-
ised tip, he will not be able to sue you in court. In

fact, he may not even be entitled to the regular fare
because he broke the law.

Contracts in which crimes, dishonesty, damage to life or
property, etc. are the object, are void.

3. Summary

A contract can appear to.exist, but if any one of the
five major elements discussed above are missing, then that
contract does not exist by law.

According to the law, a contract exists if it is legal-
ly enforceable through the courts. If a contract is legally
enforceable, the courts can force one party to either do
what he has promised or else pay money damages to the 'other
party.

It is important to be familiar with the five elements
necessary for a contract to exist. They are:

a. Mutual agreement (offer and acceptance)
b. Consideration
c. Genuine intention to create legal relations
d. Capacity to contract
e. Legality of object.

In the Business Law lessons to follow, you will discuss
these elements in greater detail.

Indicator

6. Present the following exercises to the students. Discuss fully
the answers given by the students to the questions.

a. Joe Smith- approached Tom Hill to purchase Tom's car. Joe
had been out of school five years and had a good job. He

thought Tom's car was exactly what he wanted.

Tom Hill was an agressive fellow. Ever since he was very
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young he had taken jobs after school and in the summer vaca-
tion to earn some money. Last year Tom had enough money to
buy himself a used sports car. It worked like a charm and
Tom took good care of it.

Tom was a hard worker at school and was finishing his grade 12
at the age of 17. Next year he wanted to go to university
and he could not afford to keep his car.

Joe offered Tom $800.00 for his car with $200.00 cash and, the
rest in fourMoliths. Tom said he would have to think about it
for a day.

The following day Tom said the price was too low. He wanted
$1,100.00 and he wanted all cash. Joe said $1,100.00 was too
much but he would go $1,000.00. Tom refused to consider less
than $1,100.00.

TWo months later Tom came back to Joe and said he would ac-
cept the $1,000.00 since he was leaving for university.

Joe said he would not buy the car. Tom was angry and said
that they had agreed on a price.

(1) Question: Is there a legal contract here?

(2) Suggestions:

(a) Age does not matter since the contract is not being
enforced against Tom.

(b) There is no agreement on price: The refusal by
Tom stopped the transaction. Tom's new proposal is
part of a new negotiation.

(c) In any event, Joe had, not agreed to an 'all cash'
price.

b. Mike Jacobs had lived on a reserve all his life. He wanted to
buy a T.V. set so he went into the nearest town and bought
a colour set for $750.00. The store requested a $125.00 down
payment and prepared a conditional sales contract for $625.00
to be paid at $50.00 per month.

Make returned home with the T.V. and made regular payments.
After the sixth month Mike was sick and unable to work. He
contacted the store and told them he was unable to make pay-
ments.

At the end of the tenth month when no payment was received, the
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store sent soneone to pick up the T.V. set. Mike refused to
let the T.V. go. A battle started and the police were called.

(1) Question: Was there a legal contract here?

(2) Suggestion: Yes. The s tore was protected in dealing
with the treaty Indian by retaining the ownership by
means of a conditional sales contract until the T.V. set
was paid in full.
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SUBJECT IANAGENIENT PROCESS

LESSON MP9 THE ORGANIZING FUNCTION

INSTRUCTOR'S GUIDE

OVERVIEW

The students have seen the importance of planning a business and
will by now be involved in the planning of their business projects.

In each project, a number of students will be working together;
they may be somewhat uncertain about assigning responsibilities to
various members of the project, and they may not foresee all the functions
which they should consider in organizing their project.

This lesson should be of 'considerable help to the students if ref-
erence is made to jobs they have previously had and to the projects.on
which they` are piesently working.

OBJECTIVE

The students will be able to draw an organizational chart showing
the liqes.Of communication between line and staff positions.

REFERENCE MATERIAL FOR INSTRUCTORS

1. Flippo, Edwin B. Management:.A Behavioral Approach. Boston:
Allyn and Bacon Inc., 1970, pp. 129 191.

2. Keith, Lyman A. and Gubellini, Carlo E. Introduction to Business
Enterprise. Toronto: McGraw-Hill Company of Canada Ltd., 1971,
pp. 143 162.

3. Sisk, Henry L. Principles of Management. Cincinnati: South-
Western Publishing Company, 1969; pp. 237 235.
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RESOURCES REQUIRED

L. Flip Chart

METI IODOLOGY

1. Hand out the Read:ngs; read and discuss the Purpose and Introduction.

PURPOSE

The purpose of this lesson is to study the second management
function: organizing.

INTRODUCTION

In Lesson MP7, "The Planning Function", we saw planning as a
,ay to consider the future needs'and actions of thebusiness. The
planning function involves the consideration of a number of alter-
natives in the area of sales, personnel, production and profit. The
best plan can then be selected in view of the business circumstances.
The choice of the best alternative provides a guide for the manager
and is a basis for action.

Even with good planS, a business can do little unless there are
people who can carry out these plans. These people Must know what
their jobs are and how they are to work together to carry out the plans.

Suppose we have a number of people in a business, and they all
want to do the books, or they all want to be managers. There will be
a great deal of confusion. It will be imposible to carry out the:
plans.

To be able to run. a business where many people are employed, it
is necessary to have some order. Each employee has to know what job
he has to do from the manager down. Each employee has to know who
his boss is. We call this organizing.

If there is only one person in the business there is no organ-
izing necessary, since the person must do all the jobs himself.
But as soon as more than one person is involved in a business, there
is a need to assign jobs and co-ordinate the efforts of the various
people working together.
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The business with which you start may be a small business where
you are the owner-manager and the'only person involved. On the other
hand, you may be involved in a larger business and have a number of
employees.

The material in this lesson will be valuable to you even if you
are the only one involved in the business at the beginning. Over a
period of time small businesses grow and the job of clarifying the
jobs of each employee will be important. In addition, you will be
working with the government .and other large organizations.
These large o...ganizations are often very difficult to understand un-
less you realize how they are structured.

In discussing the organizing function of manageMent in this
lesson, we wj...11 consider the areas of:

1. 5esponsibility
2. authority
3. accountability
4. organizational structure
5. span of control.

OBJECTIVE: THE STUDENTS WILL BE ABLE TO DRAW AN ORGANIZATIONAL CHART
SHOWING THE LINES OF COMMUNICATION BETWEEN LINE AND STAFF
POSITIQNS.

Stimulus

2. Ask students,:whether they have given each member of the group certain
responsibilities for the project.

Clarify Problem

3- Ask: "Is there someone who has overall responsibility (manager) ?"
"Is there someone responsible for sales '(marketing), accounting,
production, etc.?"

Determine an)' iroblons the students have found in allocating respon-
sibility to members of the project.

4. Have the students relate experiences they have had in work situations
from which they can describe the line of communication from the boss
down to the workers. Are there gaps in communication?

693



MP9

Provide Information

S. Read and discuss Sections 1 and 2 of the Readings.

CONTENT

1. The Organizing Function Defined

Organizing can be defined as the management function
which sets out the different jobs or positions in an organiza-
tion and shows the relationship between the different
positions.

The purpose of organizing is to give the people in an
organization a clear understanding of what their jobs are and
what responsibility and authority they have.

Suppose you organize a handicraft business for your area.
What will be the responsibilities of the manager? How many
people.will he have working for him? Will there be supervi-

sors or foremen? Who will do the financial and accounting
jobs? Who will see to the production of the handicraft
products? Who will be responsible for sales or advertising?
Who will see to quality control? These are only a few of the
many questions' which must be answered in organizing a
business.

We can see that organizing involves looking at the
different positions in a business and seeing how all the
people filling these positions can work together to attain
the organization's goals.

A business or any other organization can quickly grind
to a halt if there are no rules of order. It is necessary
to know who is boss, to whom one reports, and what authority
one has. You may have heard someone say, "I have so many
bosses, I do not know which one I should listen to."

OrgariTzing tries to avoid this type of problem. It

involves establishing the conditions necessary for good
working relationships. Each employee or each position in
the organization should have responSibilities; authority and
a line of communication clearly spelled cat. This prevents

much misunderstanding.

2. Responsibility

Responsibility is the obligation of each employee to
perform the duties assigned.
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This obligation applies to a manager who answers to a board
of directors.

Every job or position carries responsibilities. It is
important that the person in the position knows what is
expected of him (that he knows what the responsiETTITTes are
in advance).. This can avoid a lot of misunclerstanding and
confusion. This does not mean the boss should not give
specific instructions as tc? what has to be done. It means
the employee should have an idea of what is expected of him.

The higher the level of management, the more responsibi-
lity the employee has. This is because his decisions affect
more people and more of the business resources.

Responsibility comes about when the owners of a business
(members of a co-operative, shareholders of a company, part-
ners in a partnership, or sole proprietors) delegate or pass
on some of the responsibility of running the business. This
responsibility is delegated or given ta,a manager who can
then delegate some responsibilities to others.

In delegating some responsibilities to others, the
manager does not lose his own responsibility for the job.

'He'is still responsible for the job being done. The person
to whom the work is delegated (the subordinate) is also
responsible for the job.

A subordinate who does not accept responsibility for his
duties cannot expect to stay very long in his position.
Accepting responsibility is an exchange for the pay the
employee accepts. It is a form of contract between employee
and employer.

6. Ask the students if they have had jobs in the past in which their
responsibilities were not clearly set out. Why was this? How
could it hale been overcome?

Read and discuss Sections 3 and 4 of the Readings.

3. Authority

.Authority is a superior's (or boss's) right to give
orders or instructions to an employee. This authority comes
along with the responsibility of a job. When a board of
directors gives a manager the responsibility to manage a
business, they must also give him the authority to do the job,
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If, for example, you are a foreman on a construction job
and are given the responsibility for the construction of
houses, you must be given the authority to deal with the
employees Otherwise, it is impossible to carry out the
responsthilities.

! uthority comes, therefore, with the delegation of
responsibility. A person in authority carries the power to
enforce obedience because he can dismiss employees who do not
follow instructions. In later lessons we will deal with ways
of getting employees to work without threatening the loss of
their jobs.

Where a business is. owned and managed by the same person,
the owner-manager has the responsibility and the authority to
have the business move towards its goals or objectives.

4. Accountability

Another concept to consider when dealing with the organ-
izing function is that of accountability. The word is used
to indicate-that a subordinate must report or is answerable
to a person in authority.

If a boss delegates responsibility to an employee, and
the employee accepts the responsibility in return for the
wages he receives, the boss or superior has the right to
expect work from the employee. The employee must answer to
his boss for his work; he is therefore accountable to his
boss.

For an organization to work well, an employee should
have only one boss. In other words he must be answerable or
accountable to one superior. If an employee has two or more
bosses, he may get confused as to what his responsibilites
are. He may also get contradictory orders so that he does
not know to whom he is accountable or answerable.

8. Ask the students ifthey have had jobs in which they were given
responsibility and were not given the necessary authority. Have
they had jobs where they were accountable to more than one boss?
What were the consequences?

9. Read Sections 5 and 6, and discuss as you proceed, making sure the
students understand the organizational chart and the difference
between a line and a staff position.

5. Span of Control

By span of control we mean the number of people which
one man can effectively supervise.

696



I WORKER I

MP9

How many people should report
involved. It is possible for
number of people reporting to
nature, than if the job is of
type.

to one man depends on the jobs
a supervisor to have a larger
him if the job is of a routine
a management or supervisory

In a small organization, the manager may try to keep
control of everything. As the business grows, the job can
become so big that the manager is no, longer doing a good job.
He hasn't the time to give proper attention to each subordin-
ate looking to him for direction. Not only does the work
suffer, but morale in the organization may also decline.

It is suggested that the manager may effectively super-
vise six to eight people. In some cases it can be more, in
other cases less. The number of subordinates a supervisor
can direct depends on the type of work, the ability of the
manager, and the amount of work he is ready to do.

6. Organizational Structure

The discussion of the various points above is the basis
for organizing a business organization. The areas of
responsibility, authority, accountability and span of control
should be considered when staffing a new organization, or in
reworking an existing organization which needs better methods
of-working relationships.

The relationships between employees can be drawn on an
organizational chart. This chart represents part of the organ
izational structure of a business. It sets out the way in
which a business organization is organized to enable the
business to do the job as effectively as possible. The organ-
izational chart uses a series of lines and rectangular boxes
to demonstrate the relationship between different positions in
an organization.

A simple example is as follows:

I BOSS

1

WORMER

This diagram would represent a boss with three workers
all reporting or accountable to the boss.

An organizational chart for a larger organization might
look like the one shown on the following page.

697



\IP9

FORE' Aid

(CONCRETE)

Q 0 0

(inns 1

FOR 81,4

(PLIEBING, HEATIG
ELECTR ?CITY)

0 0 0 0

p. CZ -9\

(FRAMING) (FINISHING)

0 0 0 0 0 0 0 0 0

Q Q

In this example which might represent a housing project,
the boss or manager has four foremen who should,be responsible
for special areas of work: concrete (foundations), utilities,
framing,.and finishing. Each foreman has a number of men who
are under him and who have certain duties or responsibilities
which might be given to them.

This type of organizational chart is called a line.organi-
zation since there is direct relationship or chain of command
from top to bottom and back up from bottom to top. The fore-
man is said to be in a line position.

There is a possibility of having other people in an organi-
zation who fill what are called staff positions. These.positions
help the manager do his job. They are not directly responsible
for the xinstruction of houses. In the example below, two new
positions have been added to the housing project.

ACCOUNTANT

FOREMAN
(CONCRETE)

1

0 0 0QoQ

FOREMAN
lPLUABING, HEATING

ELECTRICITY)

1

I FORMAN
l(FRAMING)

,FOREMAN
lFTNISHINGd

0 0 0 0 0 0 0 0 0 0 0 0.

RRA
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The two new positions (consultant and accountant) are called

staff positions. They.are intended to provide help or advice to

the manager. They have no authority over the foremen or the

workers. They can provide information to the manager and the

foreman as required. Their responsibility is for technical

advice or to perform duties of a special nature.

Other staff positions we find in an organization are person-

nel services, stenographic services, or research services. The

type of staff positions in an organization will depend on the

needs of the organization.

Let us now take the example of a community that sets up a

large co-op store with a number of departments. The organiza-

tional chart might look like this:

WAGER
GROCERY DEPT,

[8-CLERKs1

MEMBERS

BOARD OF DIRECTORSI

!GENERAL IANAGER1

ACCOUNTANT SECRETARY

MANAGER
MEN'S DEPT,

MANAGER
LADIES WEAR

DEPT,

MANAGER
HARDWARE

MANAGER
SP]RTINQ

fGOODSDuf,

I

1

1 2 CLERKS[

.

3 CLERKS 1 L CLERKSJ. 1.1 CLERK

The co-op members are the owners and they elect the board of

directors who control the business on their behalf. The board of

directors hire a general manager to whom they delegate the re-

sponsibility to manage the store. He in turn delegates part of

the responsibility to departmental managers.

You will notice that this organization has two staff

positions: an accountant and a secretary. An organizational

chart has to be tailor-made to the needs of the organization.

It has to repisent the type of organization which is required

to run an effiient business.
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Let us take another example which might illustrate a band
business on a reserve. Let us say it is a cano( manufacturing
business.

EOPLEJ

BAND COUNCIL

[CHIEF

GENERAL MANAGER

ACCOUNTANT! 65CRETARY

PRODUCTION MANAGER [ SALES MANAGER I

1

Cp)

'SALESMAN 1 [SALESMAN 1

The management in this case is divided into two depart-
ments.- One.is.responsible for the manufacturing of the canoe
and the other for the sale of the canoe. Each has its awa.re-
sponsibilities and authorities.

The different organizational charts we have discussed in
this lesson give an idea of how a business is organized but they
do not tell the whole story. They do not spell out the duties
and responsibilities or the authority of each position. This is
done in an organizational manual which states the duties of each
position, the relationship or line of communication between
different positions. The job description is the document which
sets out this information for each position. An.employee should
have his job description so that he knows his duties and respon-
sibilities, his authority, and to whom he is accountable.

10. Read and discuss Sections 7 and 8.
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7. .Principles of Organizing

The previous discussion can be summarized in a few
principles of organizing. We must remember that the organi-
zing function applies primarily to larger businesses. Its
purpose is-to see that everyone knows what-he must do, who
is the supervisor or boss, and what authority he has.

a. The objectives of the organization should be clearly
stated and non-conflicting:

Each person in the business should work towards a common
goal. This is called the "unity cf objective" principle.

b. The duties of each position should be clearly defined.

Each.petson.in the business should know the jobs for
Which he is responsible and what authority he has to mak
decisions and give orders.

c. The relationship of each-person to the rest of the organ-
ization should be clearly establIshed.

Every person should know who is his boss and who are his
subordinates so that every employee knows from whom he
should receive orders and to whom he may give orders.

d. Whenever possible an employee should have no more than
one immediate superior.

This is called "unity.of command". More than-one boss
per employee leads to misunderstanding and confusion.

e. The number of subordinates for each boss should be kept
within reasonable limits.

The number in any specific job will depend on the type
of work, the ability of the supervisor,the frequency of
new problems and the experience of the subordinates.

f. An organization should be adaptable to change.

In order to be effective, an organization's structure,
as well as *he individuals within the organization, must
be adaptable to change.
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S. Summary

In this lesson you were introduced to the idea of organizing..
We saw organizing as the function of giving people in an organ-
ization certain responsibilities and authority to -he able to
carry out the plans of. the organization. We saw that it is people
who carry out plans and organize the physical factors of the busi-
ness. Management's job is to make sure the people in the organ-
ization have the knowledge of their responsibilities and the author-
ity to do their job.

We also saw that in any small business where only one.ortwo
persons are involved, there is little if any need of organization.
For instance where a man and wife open .a small general store, there
is little need to organize. The same might be true of a small com-
mercial fishing operation. But if you consider a larger outfitting
camp, a manufacturing concern, or an urban 'commercial development
such as some reserves are operating, organizing is greatly needed
for an efficient and growing operation.

Indicator

11. Have the students do one or both of the following exercises.

a. Ask the students to construct an organizational chart of the
. school or some other organization which they know well. Check to
see if the organizational chart obtained follows the principle of
organizing.

h. Ask the students to form groups of four or five students. Have.
each group develop an organizational chart for an outfitting
camp owned by a.band.

The outfitting camp has a general manager, a supervisor of lodging,
supervisor of food services, manager of the retail store, and a
manager of guides services. There is an accountant, a .secretary,
and a promotion and public relations officer.' There are two
helpers in the food services, one clerk in the store and ten
guides.

Ask what problems may develop in a practical situation with an
outfitter camp as suggested above. Are board members likely to
accept this type of organizational chart?

Have each group put these organizational charts on the flip chart
and discuss them with the group.
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SUBJECT PERSONNEL MANAGEMENT

LESSON PM2 WHAT IS PERSONNEL MANAGEMENT?

INSTRUCTOR'S GUIDE

OVERVIEW

Students who take this course often have difficulty seeing them-
selves as employers. They tend to look at things from the employee's
point of view. Hence, one overall purpose of the Personnel Management
subject area is to overtone the "employee" bias of the students.

Also, some students have.difficulty (in fact, they question) the
importance and relevance of studying anything about Personnel Management.
These students do not see that topics discussed in this subject have
much to do with starting and operating a small business. Thus, a second
overall objective of this subject is to change such student attitudes.
We want them (preferably early in the course) to realize that the topics
we discuss in this subject are important and relevant to the students'
goals, whether these objectives are:

1. to start and operate their own businesses
2. to manage a business for someone else
3. to work for some government department.

Also, 'there is a need to emphasize that the importance_ of studying
how to manage people holds whether the businessman has none; one, ten
or a hundred people working for him. This is true because:

1. if he has no employees, he still has to deal with customers, sup-
government agencies, etc. He can draw on his skills in

managing people to help him succeed in these interrelationships;

2. if he has one or more employees, the need for knowledge of principles
of managing are obvious, and furthermcre, apply equally as well
whether there are few or many employees.
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The instructor should appreciate that the earlier in the course he
can accomplish these overall objectives, the more the students will
get out of the content of the lessons in the Personnel Management subject.
Students who have graduated 'from the course and have been in manage-
ment for awhile have indicated that emphasis should be placed on the
Personnel subject.

This lesson, PN2, will begin the work towards these overall ob-,
jectives.

OBJECTIVE

The students will be able to define-the term "Personnel 14anagement"
and will discuss it's importance; they will consider some of the jobs
involved in managing people.

RESOURCES REQUIRED

1.' Flip chart
2. Projectual, PM2 -1, "Employer or Employee"
3. Case PN2-1, "Joe Hires a Helper"

PM2 -2, "Disorganized and Going Nowhere"

METHODOLOGY

1. Do not hand out Readings.

OBJECTIVE: THE STUDENTS WILL BE ABLE TO DEFINE THE TERM PERSONNEL MAN-
.) AGEILENT AND WILL DISCUSS ITS IMPORTANCE; THEY WILL CONSIDER

SOME OF THE JOBS INVOLVED IN MANAGING PEOPLE.

Stimulus

2. Hand out Case PM2 -1, "Joe Hires a Helper", and have the students
read it,

Clarify Problem

3. Answer questions at end of case.

4. Have students list on the flip chart the jobs which they feel are
involved in per.:.onnel management.
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Provide information

5. Hand out Readings.

6. Read Purpose and Introduction, and Sections 1 3.

PURPOSE

In this lesson you will discuss the meaning of "personnel
banagement" and the reasons why ability in managing people'is.
important.

INTRODUCTION

Regardless of what type of business career you choose in the
future, you will be dealing with people. If you start your own
business, or if you manage a business for someone. else, you will
very likely have people working for you at some time. Will you be
able to manage employees? Will you be able to select, train, com-
municate with arid discipline employees? Will your employees enjoy
working for you? Will they respect your judgment and decisions?
Will they feel free to discuss business activities and problems
with you? Will they try to do their job to the best of their a-
bility? Or, will they do only what they have to do? Will they
be discontented?. Will they work only until they can find a better
job?

Generally the answers to these questions will depend on how.
capable you are at managing people and this means more than just
telling people what to do and forgetting about them.

As you saw in lesson MP2, "The Individual and His Needs", and
lesson FM1, "Why People Work", people have different needs. These
needs must be recognized and efforts must be made by manageMent to
provide a work setting in which these needs can be realized.

Satisfied workers generally work better and harder than frus-
trated ones. Within. limits,'happiness increases efficiency in a,
business, while efficiency helps create a happy work setting. How-
ever, not all work can be well-Taid or .satisfying, and not all rules
and regulations can be'made acceptable. The object should be to
create a work situation which minimizes undesirable factors and
provides for the maximum satisfaction possible.
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CONTENT

1. What is Personnel Management? 11,

Personnel management may be defined as selecting,
training, developing, and directing employees so that the
needs of both the business and its employees are met.

L. The Illortance of Personnel Management

If you have employees, skill in dealing with or managing
people can improve the chances of your business being suc-
cessful. For example, if the relationship between you and
your employees is good:

a. They will work more efficiently;
b. They will be happier;
.c. Morale will be higher;
d. Then will be less absenteeism;
e. There will be less employee turnover.

4

As a result, your employees will likelYrbe more courteous and
pleasant to your customers than would otherwise be the case.
This can be very important because:

a.

b.

c.

Customers will.enjoy coming to your place
You.will likely have steady customers who
after time;
Your business will have,a goOd reputation
munity.

of business;
return time

in the com-

3. The Types of Jobs Involved in Personnel Management

Managing people involves the following types of activ-
ities:

a. deciding what work (tasks) must be done
b. ,.determining the number of employees required
c.' in4ting applications by advertising, word-of-mou etc.

d. .iniLrviewing applicants'
e. setdcting the workers who have the qualifications you

regi,t reon

f. training your new employees
g. givingworkers responsib:Jity
h. measuring perfonance
i. disciplining workers.

Communication plays an important part in personnel man-
agement. You must have the ability and willingness to com-
municate.. This ability is necessary
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a. training worker's
b. giving workers responsibility fir certain tasks
c. evaluating performance'of workers
d. dealing with worker complaints
e. handling problems of lateness and absenteeism.

Effective communication will help ensure that your
workers are informed about all aspects of their duties. As
a result they will likely be happier, and morale will be
higher than would otherwise be the case. A very positive ef-
fect of high morale is good customer relations.

7:. Discuss each section and relate the jobs suggested in Section 3 to
those on the flip chart. Did the students have a good idea of the
jobs of personnel management? If they did not, it may be worthwhile.
to spend additional time discussing the job of personnel management.

8. Show Projectual P142-1, "Employer or Employee", and ask what the ad-
vantages and disadvantages of each are. Keep lower left hand part
of the projectual covered. List advantages and disadvantages on a
flip thart.

9. Ask students hoW they see themselves in the future: as employer or
employees. How would they feel most comfortable? Why? Try to get
discussion going on the differing responsibilities and skills required
of a boss and a worker..

10. Point out to the students: "As future owner-managers, you may have
other people working for you. Therefore, you will need to learn
',0mething about how to manage workers." Then mention: "Employers
have fun too, you know!" and show bottom left-hand corner of the
projectual.

11. Read Section 4 of Readings and discuss.

4. Summary

' Personnelmanagement is
a way that both the needs of
each employee are met as far

the management of people in such
the business and" the needs of
as possible.

. If workers are happy, their morale is usually higher and
they will do a better job. However, it must be recognized
that work is not always pleasant, and workersdo notals
agree. with rules and regulations. This means that sour ,rkers

will be urthappy at times and may become discouraged ow. )t-

tain aspects of their work. A manager can often overcome ,such

problems by being an effective communicator. Often workers

may not enjoy some of their-tasks, but the reason for and
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PMZ -1 EMPLOYER OR EMPLOYEE

SUBJECT SERIAL NUMBER

31'11dV131
1

37N11433' 31'110111 30NI14331

EMPLOYER or EMPLOYEE
how do you see yourself

EMPLOYER
(boss)

EMPLOYEE
(worker)

LIECNIFAXi

Form No. 267

TECHINGE TEMPLATE &1111';11PLAff

TECNIFAX FILEABLE TRANSPARENCY MOUNT
7Y2 " :10" MASK USE 81/2" x 11" FILM

&rNa),r4L'ATI:

)
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the importance of .these tasks is fully e-Aplained, the workers
will be more willing.to carry them out.

Indicator

12. Hand out Case P142-2, "Disorganized and Going Nowhere".
Read the case, and answer the questions at the end of the case.
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LESSON PM2 WHAT IS PERSONNEL MANAGEMENT?

CASE .PM2 7 I

JOE HIRES A HELPER

Old Joe Krol ran his on service station for twenty years. He did
everything himself; pumped gas, repaired engines, kept books, shovelled
snow, fixed tires; drove tow truck, swept floors, Ttc.

Joe was a very friendly fellow. He was a hard worker and always
treated his customers well': His business grew quite a lot over the
years. LT fact, business was so good Joe felt he couldn't do everything
anymore. He decided he had to hire a helper. It wasn't an easy de-
cision for him to make. He had been used to working alone all these
years. He knew all the troubles other small businesses in the area had
trying to get and keep good workers. But Joe thought if he went about
things in the right way he shouldn't have all the problems other busi-
nesses had. Here is how Joe reasoned things out.

"I really have two problems. One is finding the right tan and the
other is keepinv him once I've got :him. It's easy to lose a good man.
Other fellows will try-to grab him from me once I've trained hint."

"TO make sure I get the right man, I think 1'11 do these things:

1 Figure out what jobs I want somebody to do. I want to-keep doing
some jobs myself.

2. Write down all the jobs this man is going to have to do. I'll de-

scribe the.job in detail so the guy knows what he's expected-to do.

3. Write down what type of man I want. I don't want every Tom, Dick
and Harry thinking. he can qualify for the job. 4y business is

important. I want someone who knows the service station business
and who will know how to serve my customers so they are satisfied.
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4. After I've done these filings I'll write a job ad and get the word
out that I need a helper. I can stick some ads up around the
village and I think I"1 put in the paper over in the. next town,
it only costs $2.00 fol. a week. This should give me a good ex-
posure. The more peol-le that apply, the better chance I have of
finding the kind of guy I need for the job."

(Here is Joe's job ad)

WANTED: Helper For Service Station

Good opportuaity for neat, honest and reliable man
between 20 and 45 years. Must have previous ser-
vice station experience. Apply in writing or call
Joe's Service, East Hill.

5. "I'll handle the men that apply like this:

a. I'll look at the letter I get. If the fellow looks good, I'll
ask him to drop in to see me.

b. I'll interview those that drop by (and those I ask in). I've.
been in this business a long time and I think I know a good
service station man when I see- one. Just to be sure, I'll
ask him a lot of questions to size him up.

c. If I like the guy after the interview,.I think I'll test him
to see if he can do the jobs. I'll ask him to serve a few
customers, grease a car, change oil, drive the tow truck,
etc. A lot of guys will tell you they can do a thing but when
they try they're no good. This will also give me a chance to
see how much training the guy will need. I don't mind training
him some, but I can't afford. to _Tend a year at it.

6. Then I'll take the guys I like best and check up on them. They'll
have to tell me where they've worked before, where they come from
and who knows them well. I've seen businessmen get fooled before.
The guy looked real good at first sight so they hired him. But
later they found out he got into a lot of trouble. I'll check first
to see if anybody who knows this guy (especially his past boss)
has anything bad to say about him. I think I'll visit his past
boss in person because a lot of guys don't want to talk about per-
sonal matters on the phone or in a letter.

7. Now, I'll pick the best guy for the job. I only need one fellow so
I'll offer the job to the one I think can do the job the best.
I'll offer him $2.00 an hour. If he wants more I may go yip to $2.25.
Some operators pay their helpers a bonus for every car they grease
or oil. But that's no good because the fellow just tries to force
customers to have their cars done even if they don't need it. Some
fellows lose a lot of customers that way.
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8. If I get a real good helper, I wanttcybe sure to keep him happy
so he won't quit. I think tat if I'm a good boss he will stay.
My ideas of a good boss is one who:

a. understands people
b. doesn't breathe down worker's nee.
c. gives the worker some responsibility
d. sits down and talks things over with his workers now and then
e. is a good listener
f. is fair with the wozkers
g. praises the worker whefl he does a good job
h. can give a worker hell when'he deserves it but without making

him feel two inche6 high.

I figure if I do these things,- I'll get a rpod helper and be able
to keep him."

Questions for Discussion

1. What are the steps Joe went through in hiring a worker? List them.
Discuss them.

2. Do you agree with Joe's idea of a good boss?

3. Do you think the ability to manage people is an important skill
for a businessman to have?

4. Mat is meant by the term "personnel management"?
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SUBJECT PERSONNEL MANAGEMENT

LESSON PIT WHAT IS PERSONNEL MANAGEMENT?

CASE PM2 2

DISORGANIZED AND GOING NOWHERE

The community of Pine Bluff had a lot of unemployed men. A few
men farmed and a few fellows worked for the Department of Natural Re-
sources (D.N.R.) but most men just had odd jobs (fire fighting, wood
cutting) 'at different times in the year.

In 1972 a pulp company announced it was going to build a big mill
near Pine Bluff. The mill was going to pay $20.00 a cord for pulp wood
to anybody who wanted to. lease a piece 'of bush and cut pulp.

The people in Pine Bluff were quite excited at this announcement.
However, there was one problem. None of the men could afford to buy
the equipment needed to .haVe an economic pulp cutting outfit. The only
way they could raise the money was to get together and forma co -op.
This way each man could put in what money he had and the rest could be
borrowed from a bank.

There was a big meeting. Almost everybody from the community was
there. It was agreed that a pulp cutting co-op would be set up. The
equipment was ordered and the bush was leased. Fifty in joined the co-
op.

/bout one month after the pulp cutting began the men ',Tere fighting
amongst themselves. Some of the problems ware:

1. Sone men did more work than others but didn't get any more pay.

2. Some men missed a lot of work, especially right after pay day.

3. The helpers that were hired were lazy and a lot of them quit.

4. There were too many men working around ,each machine;. the machine
couldn't keep up. Nobody wanted to repair the machines. Sow
that were repaired broke down again.
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5. Everybod'r had different ideas on how things should run. , There
weren't any meetings held to rut.the men's thoughts together:.

6. Nobcdy knew wIlo was in Charge cf what job. Some jobs weren't done
because nobody took responsaAiity for them.

7. The people were "disorganized and going nowhere".

Questions for Discussion

1. What personnel management problems do you see in this .case that
need to be solved? List them.

2. How would you solve these proUlens? list your suggestions.
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SUBJECT PERSONNEL MANAGEMENT

.LESSON PM3 DIFFERENT TYPES OF LEADERS

INSTRUCTOR'S GUIDE

OVERVIEW

Anyone who has cy:hor people working for him should consider what
kind of leader he is. This self-analysis is helpful in that it points
out where the leader can improve his management of people.

The' students should be considering now the kinds of leaders they
will eventually be. This lesson exposes them to the various 'styles'
of leadership that have been identified and described. The main points
of the lesson are:

1. Different styles of leadership (or ways of treating workers) do
exist.

2. Any style can be successful in certain circumstances, but there
are some styles that tend to produce better results.

3. The style of ..Leadership has a tremendous effect on how the workers
feel and work.

4. Just as styles of leadership differ among bosses, so there are
different types of workers. Students should realize that different
workers may have to be treated differently.

OBJECTIVES

1. The students will discuss various styles of leadership.
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The students will analyze the assumptions that underlie the various
styles of leadership.

3. The students will consider the style of leadership which they will
adopt.

RE7ERENCE MAARJAL FOR INSTRUCTOR

1. Longenecker, Justin G. .Principles of Management and Organizational
Behavior. Columbus, Ohio: Charles E. Merrill Publishing Co.
1969, pp. 464 488.

RESOURCES REQUIRED

1. Case PM3-1, "Different Types of Bosses"..

2. Casa PM3-2, "Two Ways to See Workers".

3. Projectuals: PM3-1, "What Kind of Boss Are You?"
PM3=2, "Different Types of Bosses"

4. Films: "Supervising Workers on the Job" (10 min.)
"Supervisor As a Leader Part I" (14 min.)
"Supervisor As a Leader Part II" (13 min.)
"How Good is a Good Guy?" (10 min.)

5. Videotape, "Late for Work" (3.min.)

METHODOLOGY'

1. Hand out the Readings, read the Purpose and Introduction. Show
Projectual PM3 -1, "What Kind of Boss Are You?"

PURPOSE

In this lesson you,Will Als'cuis the different types' of leaders,
managers and bosses. which are found in business and in other or-
ganizations. First you:will consider the different leadership
styles and the way that leaders who adopt these styles see their
workers. Then you will consider how you intend to treat your em-
ployees.
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PM3 -1 WHAT KIND OF BOSS ARE YOU?

SUBJECT

:tit.'"211"1"..1:

SERIAL NUMBER

11V1M31N1H331.

Poem No. 267

: NI

HOW WOULD YO(
EMPLOYEES ANSWER?

DOES YOUR BOSS INFORM YOU OF.
WHAT IS HAPPENING?

DO YOU KNOW WHAT IS EXPECTE
OF YOU?

DOES YOUR BOSS PRAISE YOU
WHEN YOU DO GOOD WORK?

: TECXra,1 t 11.1

.

TECH WAX FILEAOLE TRANSPARENCY MC 'NT
71/2" x 1O MASK USE 111/2" x II" FILM

:iECXINGE T ;11.11.611
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INTRODUCTION

Many people think that they would make a good boss; however,
there are few really good bosses. As a future manager or owner
manager, you will have to think about the kind of boss you will
be. Will you be selfish or friendly?. Will you be severe and
strict or lenient and easy going? What assumptions will you make
about people?' Will you think your workers are incompetent, lazy

.
and not to be trusted, or will you. think they are competent, will-
ing to work and trustworthy?

These are, some of the questions you should ask yourself. You
must realize that the way you behave as a boss or leader will have
a big effect on how your workers feel and work.

'Think of some of the bosses you have had. What ..did you think

of them at the time? Will you boss your employees the way they
bossed you?

OBJECTIVE 1: THE STUDENTS WILL DISCUSS VARIOUS STYLES OF LEADERSHIP.

Stimulus

2. Hand out Case PM3-1', "Different Types of Bosses", and read over
with the group.

Clarify Problem

3. DiscusS the questions at end of the case:

a 'What are the different types of bosses talked about in this
case? What names can you use to describe each type?"

O. 'That kind of bosses have you had?"

The students should see that different styles of leadership are
possible, and that no one style is best in all circumstances.
Point out that a good boss has to be flexible. He had to be tough
in some situations and easy in others; but he must be fair in all
situations.

Provide Information

4. Read Section 1 a. of the Readings.
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CONTENT

1. What Are Styles of Leadership? .

Styles of leadership are the many different ways of man-
aging workers. No one style is best in all cases, although
sore styles are generally better than others. A boss must
be flexible in dealing with his workers; he may to be
severe with some employees at certain times, and easy with
others. Each worker should be treated as an individual.

The style of leadership shown by a boss depends greatly
on the type of person he is, and on the kinds of workers he
has to lead. To help analyze your leadership style, we will
discuss two dTerent ways of looking at leadership. Since
these two approaches take different points of view, it is not
possible to compare the two point for point. If you are at
one end of the scale on one approach, you are not necessarily
on the same end of the scale on the other. The two approaches,
concerning the leader's attitude toward sliperVision and dis-
cipline and toward worker participation, are presented here
to encourage discussion and reflection on the type of leader
you see yourself to be.

a. IJa.der's Attitude Toward Supervision and Disci line
This approach concerns the ways in which a lea er su-
pervises, gives orders and disciplines his workers.
In your experience, you have probably seen bosses who
are the hard, tough, dictator-type. You have Probably
seen other bOsses who are wishy-washy and cannot make
up their minds or give orders. You may have seen bosses
who are between these two extremes. We can picture thiS
style of leadership on a scale.

Severe, Dictator-Type Boss
Fairly Strict Boss
Moderate, In-Between Boss
Fairly Lenient. Boss
Soft, Easy-Going Boss

There are many words and phraSes to describe these types
of bosses, The phrases listed below apply to the types
at either end and the middle of the scale. However,
most bosses do not fit these types exactly, but have some
Characteristics from each side.
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Tough, Dictator-
Type Boss

Thinks workers al-
ways have to be
told exactly what
to do, and when
how to do it.

Thinks that
workers general-
ly cannot be
trusted to work
without his su-
pervision.

Disciplines his
workers harshly
forgets they
are human and
have feelings.

In-Between Boss

Thinks workers
need some guid-
ance in what to
do, mid when and
how to do it.

Thinks of each
worker as an in-
dividual; sees
some Who need a
firm approach
and others who
work best with
an easier ap-
proath..

Knows how to be
flexible; mat-
ches his disci-
pline with. the
particular situ-
ation.

Soft, Easy-
Going Boss

Thinks workers do
not need to be
bossed at any
time or for any
job.

Lets his workers
do as they please;
lacks ability to
make decisions
and to supervise

Does not disci-
pline his work-
ers; afraid of
hurting their
feelings.

The qualities of the In-Between Boss seem to be ideal
because he is flexible' in all situations; in real life
we seldom find a boss who matches these qualities ex-
actly. Leaders usually rate somewhere on either side
of the scale, or else switch from side to side ac-
cording to the circumstances.

S. Read Section 1 b. and discuss.

b Leader's Attitude Toward Worker Participation
This approach to leadership concerns the ways in which a
boss involves his workers in the decision-making process;
how he encourages his workers to take an interest irk,
and participate in, the affairs of the business. Most
workers like to be involved to some extent in making de-
cisions about the work they are doing, and a good leader
will encourage them to do so. This helps build better
morale among the workers. Again, a scale will illustrate
the different degrees to which leaders involve workers
in making decisions.
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Makes Decisons, Then Tells Workers
Tries To Sell HiS Decisons To Workers
Irvolves Workers Freely in Making Some Decisions
Consults Workers Before Making Decisons
Lets Workers Make Decisions That Concern Them

It is much more difficult to describe the ideal in terms
of the leader's attitude toward worker participation.
The personalities of the leader and the workers, and the
type of work all h,ve_to be considered in establishing
a leaders'aip style in this area.

6enerally, a good leader will encourage his workers to
participate in making those decisions that concern them.
Often this means that the more responsibility a worker
has, the more he will be involved in decision making.
Employees often have good ideas which can help the boss
in his job. However, he must always remember that he is
the boss, and his objective.is to ensure that the busi-
ness meets, or moves toward, its goals.

In some cases, workers do not want to participate in de-
cision-making. Also some very capable'leaders do not
want to bother involving their workers, or do-not feel
it would be worthwhile. Each leader must determine how
he best operates in .view of all the circumstances; doing .

the best possible job for the business, yet considering
the workers' need to be involved.

Whatever attitudetoWard worker participation a leader
Chooses to adopt, it is important that he be able to an-
alyze his behaviour to see if he is doing the best he
can under circumstances.

6. Show film"; "Styles of Leadership" (26 minutes)

a. Summary of Film Content
The setting is in a rather large business. The film shows
how fout different types'of leaders handle a business prob-
lem.:

(1) One leader just TELLS his workers what to do and how to
do it. The workers are not involved in the decision.

(2) One leader SELLS the workers on doing a good job. The

workers are not involved in the decision.

(3) One leader CONSULTS with the workers on how the job .

should be done. The workers have some say in the decision.
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(4) One leader JOINS the workers. The workers make the de-
cision themselves within certain limits set by the boss.

A Chart is made to show these four different leadership styles.

BOSS ONLY IS IMPORTANT

BOSS USES HIS
AUTHORITY. WORKERS
DON'T HAVE ANY SAY
IN WHAT WORK IS
DONE OR HOW IT IS
DONE

WORKERS ARE ALSO IMPORTANT

WORKERS HELP BOSS
.

TO DECIDE WHAT TO
DO AND HOW TO DO IT

b. Haw. To Introducc. Film
Th-rnisilTiT-TITEEEa-mplex in language and concepts; however,
it may reinforce some of the lesson material.

Mention: "The film shows how four different types of bosses
handle a problem: You should watch for ways the workers are
affected by each type of boss. Also you might think about
what kind of boss you will be."

c. Questions.

(1) "Can you draw the chart- showing the four different types
of bosses in the film?" Check to be sure students un-
derstand words used on this chart.

(2) "What words or sentences can you use to describe each
style of leadership?" Look for suggestions similar to
the following:
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TELLS SELLS CONSULTS JOINS

a dictator tough boss friendly boss he believes
uses a lot tries to asks workers workers
of authority udnvince to help him have good
hard boss workers that make decis- ideas which
tells workers his way of ions will help
what to do thinking is respects work get
and how to best workers' done better
do it has some feelings he gives
he doesn't respect for makes workers general in-
give any re- workers' feel good be- structions
sponsibility feelings cause they and lets
to workers have had a workers do
he doesn't part in mak- their job
listen to ing decisions provided
workers.' they follow
suggestions general
he doesn't guidelines
trust workers
he thinks
workers are
dumb .

has no re-
spect for
workers'
feelings

7. Show Projectual PM3-2, "Different Types of Bosses ", .which is a
more sophisticated version of the chart presented in the film,
"Styles of Leadership".

Point out: "You have seen that,there are different ways that a
leader behaves in regard to supervision and discipline. You have
also seen that the way a boss behaves, or the style of leadership
he uses, affects the workers participation. Now have you de-
cided on what style of boss you are ,going to be?"

Discuss by asking each student to egress how he feels he will be-
have towards his employees. Encourage them to talk. about how they
think their behaviour as a boss will affect employee morale and
work quality.

Indicator

9. Group discussion.
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PM3-2 DIFFERENT TYPES OF BOSSES

SUBJECT

3111141431 39N111331

SERIAL NUMBER

311110131 39111H331

DIFFERENT. TYPES, OF BOSSES
BOSS- CENTRED.

LEADERSHIIP 4
SOBORDIVat:

CENTRED
LEADERSHIP

USE OF AUTHORITY
BY THE MANAGER

( LEADER )
ti

MANAGER MAKES DECISION
AND TELLS IT

MANAGER SELLS DECISION-

MANAGER

ECISION

MANAGER PRESENTS IDEAS
- AND INVITES QUESTIONS

MANAGER PRESENTS TE.NTAT 'VI
DECISION SUBJECT TO CHANGE

/Iv
AREA OF FREEDOM

FOR SUBORDINATES

(GROUP)

MANAGER PRESENTS PROBLEMS
GETS SUGGESTIONS

MAKE S DECISION

MANAW SETS LIMITS
ASKS GROUP TO MAKE

DECISIONS

MANAGER LETS SUBORDINATES
. ACT WITHIN LIMITS

SET BY SUPERIOR

TECHIFAX

"."C:3"'"
Form No.267

rECKINGE TEMPLAN

TECN I FAX Fl LIABLE TRANSPARENCY MOUNT
71/2" n 10" MASK USE 81/2" x 11" FILM

.fECNINGE fEMPUIE

726



PM3

OBJECTIVE 2: THE STUDENTS,WILL ANALYZE THE ASSUMPTIONS THAT UNDERLIE
THE VARIOUS STYLES OF LEADERSHIP.

Stimulus

1. Hand out Case PM3-2, "TWo Ways to See Workers" and read over
with the group.

Clarify Problem

2. Discuss questions at end of case.

a. "Who do you think is right, Boss X or Boss Y?"'

Students will likely choose Boss Y, but you should ask:
"Are some of the things Boss X says true? Are some of
the things Boss Y says untrue?"

b. "What name can you give to each type of Boss?"

Have the students list the ways that Boss X. and Boss Y see
workers. FOT example:

BOSS X BOSS Y

Workers are naturally Workers like to work.
lazy.

They are proud.
They don't like to work.

They can think on their
They have to be forced own.
to work.

They like responsibility.
They can't .think for
themselves. They can be trusted.

They can't be trusted.

Point out that Boss X and Boss Y have different assumptions about
workers and huaren nature. Ask the students to analyze their assump-
tions.

Now ask: "What assumptions will make about your workers?"
"Is there a difference in the way viorkers want to be bossed?"
"Axe there some situations where the style of Boss X is best?
Where the style of Boss Y is best?"
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Provide Information

3. Read Section 2 of the Readings.

2. Leader's Attitude Affects Workers

. Another factor which a boss should consider before he
decides un a style of leadership is that his actions will
affect those of workers. Anyone who acts as a leader must
realize that his feelings show. A boss must analyze his
feelings towards his workers; his attitudes, even if not
spoken aloud, can sometimes have a greater effect than his
words.

Very often, workers will behave as the boss expects
them to behave. For instance, if you think workers know
what to do and can be trusted to do their work, then they
will probably act intelligently, take on responsibility and
do their jobs well. If, however, you think that workers
do not know what to do and will slack off on their jobs,
then that's the way they will probably act.

The way you behave and think as a boss has a great
affect on the way your workers feel and work. This is true
no matter which style of leadership you choose to adopt.

Indicator

4. Group discussion.

OBJECTIVE 3: THE STUDENE) WILL CONSIDER THE STYLE OF LEADERSHIP WHICH
THEY WILL ADOPT.

NOTE: Here we would like students to evaluate themselves as leaders.
Hopefully they will analyze the assumptions that they make about
human nature in general, and workers in particular. We would
like to have the students realize that their style of leader-
ship (the assumptions they make about people) will have a tre-
mendous effect on how their workers will feel and work. A good
leader thinks about how others see him and about howFis

oneaffect others. We don't want to suggest that there is one best
style of supervision. Let the students come to their own con-
clusions.
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Stimulus

1. Read the third objective to the students.

2. Show the videotape, "Late for Work".

Clarify Problem

3. Ask: "Do you think the boss handled the lateness problem pro-
perly?" How would you have handled things if you were the boss?"
Discuss.

4. In addition to (or instead of) the film, you may have students
role-play some of the following situations before a videotape:

a. coming to work late
b, smoking where they shouldn't
c. pay disagreement between worker and boss
d, worker wants an advance on his pay
e. worker breaks equipment.

After each situation play the tape back and malyze it. Ask stu-
dents not in the role-play: "How would you have handled things if
you were the boss?" Discuss.

Provide Information

5. Read Section 3 of the Readings with the group. Be sure to refer
back to previous cases when discussing Readings.

3. What Kind of Leader Will You Be?

As a leader, you will have.to decide how to treat your
workers in many situations. Some of these are:

a. ndssing work
b. arriving at work late
c. working too slowly
d. doing work of 'poor quality
e. breaking equipment
f. fighting among their elves

How will you deal with situations such as these? Will

you be able to see things from the workers point of view?
Will you treat all workers the sane or each one differently?
Will you be fair?
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Being a leader can be very Challenging. You will have
many responsibilities, some of them unpleasant ones. But
there are many satisfactions in doing a good job as a leader

your workers will work well, be satisfied and respect you.

Show some or all of the 'following films depending on the interest
of the group; don't bore them.

"Supervising Workers on the Job" (10 minutes)
"Supervisor as a Leader, Part I" (14 minutes)
"Supervisor as a Leader, Part II" (13 minutes)
"Styles of Leadership" (26 minutes)
"How Good Is a Good Guy?" (10 minutes)

a. "Supervising Workers on the Job"

(1) Summary of Film
Setting is a shop in a fairly big business. Film shows
the kind of jobs a supervisor has to do in handling
workers and shows how experienced supervisors handle
certain situations.

(a) how a young supervisor handles older workers

(b) how a supervisor handles young, untrained workers

(c) how some supervisors write everything down in
their black books (SNOOPervise).

(2) Questions for Discussion

(a) Does every worker have to be treated differently?
Should the boss try to treat each worker as an
individual?

(b) Do you think a boss should SNOOPervise? Breathe
down the workers' necks?

b. "Supervisor as a Leader Part I"

(1) Summary of Film
Setting is in a shop of a fairly big business. The film
discusses the qualities of a good leader from the workers
point of view. The film shows several situations:
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(a) A foreman fails to keep his word to a worker.

(b) A boss takes credit for a new idea suggested by the
workers.

(c) A worker quits his job because a new machine is'.
brought in and the foreman hires a friend to run
the machine.

(d) A boss Weasels out of a pinch by blaming another
worker; he refuses to admit his awn mistake.

(2) Questions for Discussion

(a) "Can you list the qualities workers think a boss
should have?"

(1) always keeps promises
(2) never takes credit for another's work
.(3) doesn't pass the buck
(4) doesn't play favourites

(b) "Do you agree that these qualities are important?
Can you list other qualities a good boss should
have?" Discuss.

c. "Supervisor as a Leader Part II"

(1) Summary of Film
Setting is shop of a fairly large business. The film
shows the leadership qualities that supervisors them

- selves think they should have. Several situations show
that:

(a) a good leader takes his responsibilities in stride;

(b) a real leader isn't afraid to give credit to his
workers; to let them know when they do a good job;

(c) a good supervisor has to keep cool and not blow
his lid. He had to learn to control himself if
he expects to get the respett of his workers;

(d) .a good supervisor has to have loyalty to the man-
. agenent as well as to the workers.

(2) Questions for Discussion

(a) "Can you list the qualities the supervisors think
a good boss should have?"
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'- ability to praise workers when they do a good job
good self control
loyalty to workers
loyalty to management

(b) "Is it important for the boss to have technical ability?
Should he know how to do the work that the workers are
doing?" For instance: "Is it important for a carpenter
foreman to also be a good carpenter?

(c) "Is it important for a boss to have human relations
ability? Should the boss know how to handle people?"

(d) "Width do you think is more important for a boss to have,
technical ability or human relations ability? Or should
he have both?"

d. "How Good is a Good Guy?"

(1) Summary-of Film
The purpose of this film is to help supervisors under-
stand their responsibilities. It shows the problems that
arise when a new boss is more concerned about his own
needs than with the needs of his workers.

(2) Questions for Discussion

(a) "Mly does a new boss have so much trouble?"

he hasn't had experience as a boss
he is nervous
he may be bossing song of his, friends
he may try to please everybody.

7. Read Section 4.

4. Summary

In this lesson you have seen that there are many dif-
ferent styles of being a leader; each may have its plaCe
according to the circumstances. You have _seen also that
there are different kinds of workersItho require different
styles of leadership. .Some workers need closer supervision
and firmer discipline than others.
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The manager of a business must be flexible in his ap-
proach to the workers from the points of view of super-
vision, discipline and participation. A good leader can
usually get the best results from his workers and provide
them with the most satisfaction for their needs and wants.
A good leader sees each employee as an individual human
being.

Indicator

8. Group discussion.
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SUBJECT PERSONNEL MANAGEMENT

LESSON PM3 DIFFERENT TYPES OF LEADERS

CASE PM3 1

DIFFERENT TYPES OF BOSSES

A road construction crew was building a road in the eastern part
of the province. At night the men would all go to the local beer parlor
to wash down the dust with a few bottles of beer.

One night they were talking about their boss, Dick Smith. Here is
what some of them had to say:

Alex: "Dick is a better boss than the one I had on my last job.
My last boss just barked out orders and didn't let us do any
thinking on our own. He sure was miserable. Dick doesn't
bark out orders, he lets us decide how to do a job after we
have talked over the work with him."

Bill: "Yes, but Dick is tough compared to one boss I had two years'
ago. That guy was so soft he let the workers do whatever
they wanted. None of 11,3 did much work on that job. That's
no good, you know. The boss shouldn't be too soft. I think
Dick is about right.".

Old
Archie: "I've .worked on about fifty different gangs and every boss

I've had is a little different. I've had some tough, miser--
able bosses and some real soft "wishy washy", useless bosses.
I'd say Dick is about halfway between. He doesn't just
tell people what to do and that's it. He asks the worker
what he thinks. Sometimes a worker has a job figured out
better than the boss. Dick will listen to the worker's sug-
gestions. .He's a good boss, I figure. He doesn't let the
boys walk all over him. He's just right. Not too hard and
not too soft."
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Questions for Discussion

1. What are the diffemt tyres of bosses talked about in this case?

What nun can you use to describe each type of boss?

2. What. kind of bosses have you had?
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SUBJECT PERSONNEL MANAGENENT

LESSON FM3 DIFFERENT TYPES OF LEADERS

CASE. PM3 2

TWO WAYS TO SEE WORKERS

Two supervisors, Boss X and Boss Y, are talking. Each boss is
giving his ideas on how he sees workers. Their conversation:

Boss X: "You know, I've been a boss for eleven years. I've had a lot
of different guys working for me. I've learned a few things
about workers:

Workers are naturally lazy. They don't like to work.

You have to force them to work.

You have to tell them every little thing, they can't think
for themselves.

You have to watch them all the time. You can't trust them.

Yes sir, that's what I've learned about workers'. Nobody can
. tell me differently."

Boss Y: (To Boss X). "I don't think you're right. I've been a boss
for a long time too. People aren't as you say. Boy, I'd
sure hate to work for you if that's the way you see workers.
You've got it all wrong. This is how I see workers:

Workers aren't lazy. They get a lot of satisfaction out of
work.

They don't have to be forced to work. Most of them tako
pride in doing a. good job, and can think things out T5T
themselves.
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You shouldn't ,-stitch workers too closely because'they like to
take respnsibility. They work better if the boss doesn't
breathe down their necks. You can trust them.

Questions for Discussion

1. Who do you think is right, Boss X or Boss Y?

2. that name, can you give to each type of boss? List the ways each
boss sees workers.
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SUBJECT PERSONNEL MANAGEMENT

LESSON PM4 MORALE IN YOUR BUSINESS

INSTRUCTOR'S GUIDE

OVERVIEW

This leFson consists of a general discussion of morale. Possibly.
the best way to handle this lesson will be to encourage the students
to look at the present level of morale in their own group. The in-
structor-should ask individual students to volunteer their personal
experiences throughout the discussions.

It is important that-the-inst-ruCtor read the reference material,
'Managing for Better Morale" by M.M. Bruce, before giving the lesson.

OBJECTIVES

1. The student will learn the meaning of morale.

2. The student will learn what makes up morale and the importance of
morale.

REFERENCE IvATERIAL FOR INSTRUCTOR

1. Broce,
Series

2. Bruce, M.M:
Annual

:iuman Relations in Business': Small Business Management
No. , Washington: Small Business Administration, 1969.

"Managing for Better Morale! Small Marketers Aids
No. 4, Washington: Small Business Administration, 1962.
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.RESOURCES REQUIRED

1. Two flip charts.
2. Blank sheets of paper for each student.
3. Filmstrip and record: "The Power of Store Morale". Merchandiser

Film Production,.419 Park Avenue South, New York, N.Y. 10016.

MET40DOGY

1: Do not hand out Readings at point.

OBJECTIVE: THE STUDENTS WILL LEARN IFIE MEANING OF MORALE.

Stimulus

2. Ask students: "Is the morale of this group high or law?"
ENCOURAGE all the students to take part in this open discussion.

Clarify Problem

3. Ask: "Mat do you think the word morale means?" Have one of the
students list the various suggestions on the flip chart.

EMPHASIZE that morale is a word with many meanings, for example:

a. the abSence of conflict
b. a feeling of happiness
c. a feeling of self-respect
d. the "we" feeling of a group of people.

Provide Information

4. Hand out Readings and go over Purpose, Introduction and Section 1.

PURPOSE

In this lesson you will discuss what 'Morale is, consider
why you should knew something about.morale in your business, and
learn some ways to improve the morale of your workers.
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INTRODUCTION

There seems to be little doubt that workers with high morale
will perform more and better work than will workers with low
morale. As a manager or owner-manager, you will want high morale
and good work in your business; indeed, very often the success of
a small business depends on the morale of its workers.

Although you will learn in this lesson the factors which
make up morale, you will find when operating your own business
that it is difficult to generalize about improving morale. The
needs of the workers and of the business must be considered.

CONTENT

1. What Does Morale Mean?

The word morale has been used in many
For our purposes we can say that morale is
attitude that people have about something.
employee morale is really the feelings and
workers toward you, the other workerst, the
and the business in general.

different ways.
a feeling or an
Therefore,

attitudes of your
working conditions,

REFER back to lesson PM1, "Why People Work" and relate the basic needs
idea to morale (example, morale is closely tied to the needs of
workers. If all the workers' needs are satisfied, their morale will be
high. If many of their needs are not satisfied, their morale will be
low.)

Indicator

5. Group discussion.

OBJECTIVE 2: THE STUDENTS WILL LEARN WHAT MAKES UP MORALE AND THE
IMPORTANCE OF MORALE.

Stimulus

1. Hand out a blank sheet of paper to each student. Ask the students
to think of some situation they know of where they thought the
morale was high or low. Ask each student to write down their
reasons as to why they thought the morale was low or high.
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Clarify Problem

2. a. Have one student go to each flip chart while the other
students read their reasons for high or low morale.

b. List the reasons given for low morale on flip chart # , and
for high morale on flip chart #2.

HELP the group avoid re-writing those reasons that are obviously similar
to one of those already listed on the flip chart. (Put a check mark
beside the reason on the flip chart for each subsequent similar reason).

Provide Information

3. Discuss Section 2. a of the Readings.

2. What Makes Up Morale?

There are many things that make up the morale of workers
on a job. When you look at the following, think back to
when you were working and see if you can think of some
examples.

a. How the workers feel toward the job itself. For
example morale will be higher if the job has:

(1) security (from being laid off or fired)
(2) interest (work interesting, not boring)
(3) good wages
(4) good supervision
(5) social contacts (friendly people to work with)
(6) chances for getting ahead.

4. Below are additional examples of factors which increase morale.
Discuss these with the group following the reading and discussion
of Section 2.

a. appreciation (the job is important)

b. social aspects of the job (most people like to work with or
near other people rather than alone)

c. working conditions (should be good, for example: clean,
comfortable and safe)

d. communications (workers want to know what is going on)
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e. hours (working long hours or having to wor:: hours at certain
times of the day or week can cause poor morale)

f. ease (the job must not be so easy that it is boring but if
it is tco hard then morale may be low)

g. benefits (fringe benefits like rest periods, getting off
early, gifts, etc., help raise morale)

5. Read and discuss Section 2. b of the Readings. Ask students to
volunteer personal experiences.

b. How the workers feel toward the boss and the business.
ora e wi e 1 er 1 e wor ers eel at e oss

is'fair in his dealings with them and flexible about
supervision, discipline and participation; and if the
business as a whole is productive and successful.

It is said that morale is

(1) the degree to which an individual's needs are
satisfied

(2) the extent to which the individual thinks that
this satisfaction comes from his total job situ-
ation. .

Therefore, high morale will exist when the total job satis-
fies the many needs of the worker.

6. Try to get the students thinking about the effects of employee
morale an the business as a whole. For example: law morale of
employees may cause a decrease in the number of customers you have.

High morale of employees may cause an increase in the number of
customers you have.

7. Read and discuss Sections 3, 4 and 5 of the Readings.

3. How Does Your Style of Leadership Affect Worker Morale?

The kind of boss yot are will have a lot to do with
whether the morale in your business is high or. low. For ex-
ample, what will worker morale be like:
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a. If you are a tough dictator-type boss? (For example:
you think that workers have to be told what to do.)

b. If you are an in-betweener type boss? (For example:
you think workers need some help.)

c. If you are a soft, easy-going boss? (For example:
you think people do not need any help at all.)

When you are a leader you must realize that your feel-
ings and attitudes will show, and will affect the morale and
work of your employees.

Actually, the style of leadership (the way the boss
acts and feels toward workers) and worker morale (the way
the workers act and feel toward the job and the boss) are
very closely connected. Leadership style has a big effect
on worker morale.

4. Some Ways You Can Build High Nbrale

Sometimes the manager does not know why his workers have
low morale. Some managers do not even care if morale is low.
However, if you, as an owner-manager, want to raise the level
of morale in your business, how can you do it?

This is a very difficult question to answer. Every com-
pany is different, and no two people are alike. So if you
make some change with the idea of building morale, you can-
not be sure all workers will be affected the same way.

Some ways that you, as a boss, can build morale are:

a. Tell and show the workers that you are interested in
them and would be glad to have their ideas an how things
might be improved;

b. Treat your workers as human beings; never deal with
them as if they were machines;

c. Upgrade your understanding of human nature;

d. Accept the fact that others may not see things the sane
way as you do;

e. Communicate to the workers. Give them full information
on things that affect their jobs. Good communication
cuts down on rumours which can hurt morale;

Try to make the jobs interesting;
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g. Promote people from within rather than bringing in an
outsider whenever qualified people are available in the
business;

h. Give workers praise when they do a good job. Do not
take all the credit yourself;

i. Offer criticism privately, not in front of fellow
workers. Give workers some helpful suggestions on how
to improve, and point out things they do well;

J. Think about the people involved, not just work;

k. Be fair, honest, trustworthy, etc.

5. Summary

High morale among the workers of your business is
important to your chances of success. Workers with high
morale - that is, workers who have good feeling toward you,
their fellow workers, their working conditions and the
business are more interested in and satisfied with their
jobs. This makes them more productive, which benefits your
business.

There are no hard and fast rules for improving morale;
you have to look at the situation very carefully from many
viewpoints before you can make a plan that will satisfy the
needs of your workers and the business.

Indicator

8. Students should have progressed in their business project. Have
them analyze the morale within these work groups. Ask: "What
could be done to improve morale?"

9. As an alternative, have the students brainstorm ideas on how the
class morale could be improved.

This may provide you with insight into what the students want or
feel about morale in the class, and may encourage better morale
due to your interest in class morale.
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SUBJECT PERSONNEL MANAGEMENT

LESSCN PNIS ESTABLISHING THE NEED FOR NEW EMPLOYEES .

OVERVIEW

INSTRUCTOR'S GUIDE

Labour costs are usually one of the higher costs in any business
operation. The more one can control these costs, the better the pro-

. fit picture will be It is quite common for a manager to look to .

additional employees as an easy answer to the overworked employee or
to slow service. However, as this lesson will show, the answer may
not always be more employees; in certain cases, it could make the situ-
ation worse.

Establishing the. need for new employees prior to hiring can be a
very beneficial exercise since it is often an opportunity to carefully
look at the business. It is also imortant since it is an expense
which; through careful management, can be controlled.

OBJECTIVE

The student will be able to discuss the factors which he should
consider before hiring new employees.

.RESOURCES REQUIRED

1. Projectual Ft45-1, "We Need More Employees"

2. Case PM5-1, "Bill Kelp Needs Help".
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METHODOLOGY

1. Do not hand out Readings. The lesson attempts to have students
discover part of the material through group discussion.

2. Read Purpose and Introduction.

PURPOSE

The purpose of this lesson is to show the necessity of ex-
amining your business before hiring new employees, to see if you
actually need additional help. That is, before you hire help,
be sure you need them.

INTRODUCTION

In future lessons you will discuss the best methods of
hiring and managing employees. Before hiring anybody, you
should take a close look at your business to see if you really
need that help. Sometimes a business falls into sloppy ways of
doing things of lets the equipment get run down: It may be
that these things need improving, not that the business needs
more help.

OBJECTIVE: THE STUDENT WILL BE ABLE TO DISCUSS THE FACTORS WHICH HE
SHOULD CONSIDER BEFORE HIRING NEW EMPLOYEES.

Stimulus

3. Show Projectual PM5 -1, "We Need More Employees".

Clarify Problem

4. Discuss the projectual. Discussion should raise a number of ques-
tions, for.example:

a. "If you have a business and are unable to keep up with the work,
is hiring more help the only solution?"

b. "What kinds of problems could a business have to cause a .back-
log of work?" Some problems you might probe for:
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PMS -1 WE NEED MORE EMPLOYEES
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(1) inefficiency of present workers
(2) poor work methods
(3) faulty equipment
(4) poor morale.

c. Ask students to think of instances they have seen of poor ser-
vice due to inefficiency, where hiring more help would not.cure
the problem. Use flip chart to list.

Provide Information

5. Hand out case PM5-1, "Bill Kelp Needs Help" and read. This is an
information type of case and should provide more discusSion. Discuss
the case. Encourage students to analyze Bill Kelp's situation (by
answering the questions) and listing inefficiencies in his business.
Then discuss how each inefficiency was removed.

6. Handout Readings. Go over Readings with the group, pausing for
questions or discussion where needed.

7. Read Sections 1, 2, and 3 of Readings.

CONTENT

1. Is There a Need For New Employees?

When the workload gets too heavy, it is natural for
both the employer and workers to say, "Vie need more help."
Sometimes hiring more help actually makes things worse.
That is why it is important to take a good look at the
problem.

2. What Should An Employer Look For?

Before hiring more help you should look at:

a. Efficiency are the present employees working effect-
ively and well? Do they stand or sit around a lot? Is

there much visiting and fooling around? If so, new em-
ployees will not solve the problem.

b. Space_ are three people working in an area intended for
one? Are they getting in each other's way? If so hiring
will not increase output.

c. Equipment does equipment break down a lot? Is half
the time of employees spent fixing it? If.so, hiring
more help will only mean more people standing around
waiting for repairs to be made.
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d. Layout in a store, are the counters arranged so
there is a smooth flow of merchandise and customers?
In a garage, are the various bays arranged for a
smooth flow of cars, without congestion or confusion?

If not, hiring more employees will not help the sit-
uation.

e. Housekeeping is your business tidy? In your store,
are cardboard boxes and odd bits of merchandise lying
around the floor for people to trip over? Is your
warehouse planned so you can easily find a certain
case of goods? Or do you have to move a whole pile of
goods to find what you want? In youf garage, are your
tools scattered all over so you cannot find them?
Are tools and parts lying on the floor so you trip
over them? Is grease on the floor to slip on? You
may be busy, but hiring more help will only make more
confusion.

f. Morale are your present employees happy? Are they
working well together or are they fighting with each.
other? Hiring more help may mean more unhappy people.

g Wages can you afford to hire more help? Will the new
help pay for themselves?

3. Summary

Before hiring-new employees, it is a good idea to have
a look at your business. It may be that you need new equip-
ment, a better layout, better housekeeping, more efficiency
or better morale, rather than more employees. Only if you
have all these and your business is in good shape should
you start looking for more help.

Indicator

8. Have students take one, or two businesses they know and analyze
whether more employees might provide better service; observe whether
they consider the factors suggested in the lesson as possible im-
provements before they commit themselves to an answer.
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SUBJECT PERSONNEL MANAGEMENT

LESSON PM5 ESTABLISHING THE NEED FOR NEW.EMPLOYEES

CASE PM5 1

BILL KELP NEEDS HELP

Bill Kelp realized he would have to hire another clerk for his store,
but it worried him. His three clerks were good workers and he put in a
long day himself. Yet they could not seem to catch up on the work.

What bothered him was that salary costs at 10% of sales were already
too high. Hiring another clerk would raise this to 11.5%.

Bill decided to have a talk with Ed Powers on his.next trip around.
Ed was salesman for Miller's Wholesale and knew,a lot about business. Ed
never offered advice but was quite willing to diScuss a problem when you
asked him.

When Ed came on his next trip Bill told him his problem. The con-
versation'went like this:

ED: "As a g A-al rule, Bill, never hire help until you have had a
good look at your business operation. When your business is as
efficient as possible, then, and only then, should you hire more
help. I have noticed that you are not making good use of your
workers but I did not want to say anything. Now that you have
asked "

BILL: "Go ahead, I want to know."

ED: "Well, to start with there is Susan, your cashier. She does a
lot of visiting with the customers."

BILL: "Susan is popular with the customers. People like her and I

do not like to say anything."

ED: "Susan is a fine girl and I an sure she means well but she is
wasting a lot of time. You should have a friendly talk witW
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her. Tell her what you told me. Be frank about the labour costs
and how it worries you. It is all right fcr her to visit for a
minute or two when she has finished serving a customer but then
she should excuse herself and, if there are no other customers
at the checkout counter, she should be dusting, cleaning, ar-
ranging merchandise or whatever needs to be done."

BILL: "You have a point there."

ED: "Let us take a walk around the store."

They went to the back of the store and stopped in the weighing
room.

ED: "You still do a lot of your own packaging?"

BILL: "Yes, beans, sugar, dried fruit and so on comes two, three cents
a pound cheaper in bulk. Used to put it up in my spare time
when I first started the store and busines6 was slow.

ED: "Well, that was fine when you and your clerks had time to spare,
but it is the other way around now. I think you should have
the clerks keep a record of the time it takes to weigh and pack-
age a case of each product. Maybe you are losing money."

They next went down the basement where they found George, the
head clerk with his hands covered with oil.

BILL: "What is the problem, George?"

GEORGE: "The oil lines to the furnace was plugged again. I just fixed
it. But 'ay. pressure system is not working either. Between
the two I seem. to be spending half my time down here."

BILL: "The equipment is getting old."

They went up and out the back door where they passed Jim, the
young clerk. Jim was carrying a case of canned goods, sweating
and breathing hard.

ED: 'There did he bring that from?"

BILL: "From the shed over there. 'We used to have enough room in the
store warehouse, then it got crowded and we-put the overflow in
the shed. Now we seem to be using the shed all the lAme.

ED: "And the merchandise has to be carried down the shed steps, up
the store steps and into the store? You cannot even use the
trolley."
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BILL: "No, It is not a good arrangement, but we thought of it as
temporary and then it became permanent."

They went back to the office.

BILL: "You have started me thinking about things. You know Ed, these
problems get bigger all the time and I did not realize they were
happening."

ED: "What would it cost to build a new unheated warehouse onto the
back of the store on the same floor level, wit a connecting
door?"

BILL: "Well, it depends on the size, but one plenty big enough, say
20' x 24', would cost maybe $1,000.00."

ED: "And what would a new furnace and pressure system cost?"

BILL: "Another $1,000,00 perhaps."

ED: "And if you ripped out the weighing room and turned it into
floor spacewhat would that cost?"

BILL: "A carpenter could rip out those walls in two hours. Making
shelves and painting would take longer. Cost would be, say,
$200.00. And we could really do with the-extra space."

ED: "O.K. That makes a total of $2,200.00. Now what would a clerk
cost?"

BILL: "Oh, I could gat a trainee for about $250.00 a month."

ED: "So, if you make the improvements instead of hiring a clerk you
would have it paid for in less than a year."

BILL: "And my staff.would be happier and.so would I."

ED: "Bill, I would like to nake a little bet. I will bet if you
make those. improvements, before a year is up you will still hire
that clerk. But it will be because sales are up and you really
need him. Furthermore, your store will be able to afford it."

Questions for Discussion

1. What inefficiencies did Bill, Kelp have in his business? Lis' them;

2. How was each inefficiency removed?
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SUBJECT PERSONNEL MANAGEMENT

LESSON PM6 . THE SEARCH FOR NEW EMPLOYEES

OVERVIEW
OP

INSTRUCTOR'S GUIDE

In the previous lesson the discussion centred on establishing the
need for employees. If after checking, a manager finds that a new
employee is needed, it is important that the right person be selected
for thejob.

It is only too common to find that recruitment for a new job is
inadequate. This can be costly and very frustrating. It is often
easier to hire than it is to fire, especially if you know the person
well or if he is a relative. This lesson looks at the area of recruit-
ment or sealch'..ng for new employees so they can be a productive
addition to the business.

OBJECTIVES

1. The students will be aware of the need for job design.

2. The students will consider available sources of new employees.

REFERENCE MATERIAL FOR INSTRUCTOR

The following booklets and pamphlets from Small Business Adminis-
tration, Washington:

1. Loen, Ernest L. "Personnel Management Guides for Small Business".
Small Business Management. Series No. 26, Washington: Small
Business Administration, 1961.
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2. Matching the Applicant and the Job; Management, aids No. 185.

3. Hiring the Right Nbn; Small Marketers, aids No. 136.

4. Finding and Hiring the Right Employee; Small Marketers, aids
No. 106.

RESOURCES REQUIRED

1. Case Plv6 -1, 'Hiring the Right Man"
2. "Help Wanted" section of newspaper.

METHODOLOGY

1. Hand out Readings, and read Purpose and Introduction.

PURPOSE

The purpose of this lesson is to consider the steps that
you would take in looking for new employees. These steps are:

1. Deciding what kind of work needs to be done
2. Deciding what sort of person would fill the job
3. Deciding where workers can be found.

INTRODUCTION

In lesson FM2 we discussed the many jobs involved in man-
aging people. One. of these jobs was finding new employees. Be-
fore you can start looking for a new employee, you have to decide
what kind of employee will best fit the job.

OBJECTIVE 1: THE STUDENTS WILL BE AWARE OF THE NEED FOR JOB DESIGN.

Stimulus

2. Hand out Case PM6-1, "Hiring the Right. Man", and read over with
students.
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Clarify Problem

3. risk: "Who was at fault in this case? What should he have done?"

Provide Information

4. Read Section 1 of the Readings.

CONTENT

1. Job Design What Kind of Work Needs to be Done?

If your employees and equipment are working efficiently
and are not-able to handle the workload, you may decide to
hire more help. The P.st question is to decide what has to
be done; what tasks will be involved in the job. This pro-
cess is called job design, and it must be done before you
can tell what kind of worker you need. For instance, if
the job is selling Women's and children's goods, you may de-
cide that a diplomatic, patient, older woman would be.best
for the job. If the job is piling cases of goods in a ware-
house, you may decide to hire a strong young man.

In other words, the kind of work to be done (how the job
is designed) will tell you what kind of worker you need.

Example 1
The job opening is cashier at the check -out counter in

a grocery store. What sort of person would you look for to
fill the job?

Example 2
The job opening is truck driver an a gravelling contract.

What sort of person would you look for to fill the job?

5. Have the group discuss:

a. The qualifications of a cashier
b. The qualifications of a truck driver,

List both on the flip chart.

6. Summarize objective 1. Refer back to the case, "Hiring the Right
Man". Discuss the three steps shown in this case. Point out
that step 1 is "Job Design". The case shows what happens if this
step is omitted.
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Indicator

7. Discussion by group.

OBJECTIVE 2: THE STUDENTS WILL CONSIDER AVAILABLE SOURCES OF NEW
ENTLOYEES.

Stimulus

1. Ask: "If ion were a storekeeper in a small community where many
of the resi&nts were related to you, would you hire a relative
for a store clerk, or would you hire, a stranger?"

Clarify Problem

2. Discuss the above question.

Provide Information

3. Read Sections 2 and 3 of the Readings. Encourage discussion.

2. Where Can New Employees Be Found?

Having decided exactly what work is to .be done and what
kind of person you need to fit the job, you are ready to
find a new employee.

Mat are the sources of new employees?

a. Friends and Relatives

(1) What are the advantages of hiring a friend or close
relative?

(2) What are the disadvantages?

(3) Should you hire a person whom you night be afraid
to fire?

(4) Should you hire a local person, or somebody from
outside the community?

b. Advertising
In a small comminity a job opening can be advertised by:
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(1) word of mouth
(2) notice in a public place
(3) ad in the local (or nearest) newspaper.

c. Employment Agencies
Tria larger community, help in recruiting can be ob-
tained from the Manpower Centre or from employment
agencies.

3. Summary

It is important that you look closely at the work to
be done so that you can decide on the sort of person best
suited for the job.

Friends and relatives may expect to get first chance at
any new job, and may be offended if you hire an outsider.
Hiring a friend or relative may have advantages in that you
know and trust the person.

Indicator

4. Have students make up a newspaper ad for one of the following:
(Show them 'help wanted" section of local newspaper).

a. service station attendant
b. waitress in a coffee shop.
c. fuel oil delivery man
d. store clerk (does cashier work and also warehouse work).

5. Discuss with students: In many small communities there are strong
family groups which influence community opinion. In some com-
munities most of the population are related to each other. These
factors should be considered in hiring. If you hire a neither of
one of the strong families in the community and he turns out to be
a poor employee, you may have trouble. If you. do not hire one of
these people when you have a job opening, you may also have problems.
This is the topic of the next lesson.
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SUBJECT PERSONNEL MANAGEMENT

LESSON PM5 THE SEARCH FOR NEW EMPLOYEES

HIRING THE RIGHT MAN
HELLO, ACE EMPLOYMENT AGENCY?
WANT TO win A GAS STATION

ATTENDANT.

CASE PM5 1

f SO YOU WERE SENT BY ACE EMPLOYMENT
AGENCY, WHAT'S YOUR EXPERIENCE?

NE BEEN A GAS STATION
ATTENUANT FOR 5 YEARS.
HERE ARE MY

REFERENCES

YES, JOE HAS BEEN AN EXCELLENT GAS STATION
ATTENDANT- HARD WORKING, CHEERFUL,

LJERENDAeLE.

I'LL HANDLE THIS
-TAKE CARE OF THE
NEXT CUSTOMER
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I. KNOW WI/AT YOU WANT NEW EMPlOYEE TON

2.DECIDE WHAT NEW EMPLOYEE Will
WO 1000TM JOBI Y 0 a WANTIAll 71200.

3. DOA17 HIRE Will YOWIND AN (ARMEE
WHOHAS THEO"

HELLQ ACE EMPLOYMENT AGENCr?
WART TO HIRE A GAS STATION

ATTENDANT.

HELLO, ACE EMPLOYMENT AGENCY? I
WANT TO HIRE AN EXPERIENCED GAS
STATION ATTENDANT WHO CAN HANDLE
LURE AND MINOR MECHANICAL JOBS

764

DO THIS



SUBJECT PERSOMNEL MANAGEMENT

LESSON PM; SELECTING THE BEST MAN FOR THE JOB

INSTRUCTOR'S GUIDE

OVERVIEW

(ice prospective employees are found, die best one must be selected.
This is not always an easy job; many factors will affect a person's de-
cision: the prospective employee's experience, personality, references
as well as pressure from community, family or friends. Ihs lesson will
teach students the selection methods a manager might use it considering
applicants for a job. The lesson also has the students consider the
problem of pressures brought on by a relative applying for a job.

REFERENCE MATERIAL FOR INSTRUCTOR

1. Elliott, John M."Employee Selection and Placement Methods for
Small Plants': Management Aids for Small Business, Annual #1,
Washington: Small Business AdminisfFaion, 1958, pp. 144 -
157.

OBJECTIVE

Given a role-play situation, the students will be able to use vari-
ous selection methods to handle Le difficult problem of friends, rela-
tives insisting on being hired.
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RESOURCES REQUIRED

1. Case PM7 -1, "Selecting the Best Man for the Job (Part I and Part
II)".

2. Video equipment forrole-play.

3. Flip chart.

METHODOLOGY

1. Do not hand out the Readings immediately. Read the Purpose and
Introduction to the students.

PURPOSE

The purpose of this lesson is to show you how to select the
best employee to fill a job vacancy, keeping in mind the condi-
tions that exist in your community.

INTRODUCTION

As we saw in Lesson FM6, "The Search for New Employees". you
have to decide what tasks are involved in the job before hiring
an employee. Then you spread the word that you need a worker to
fill the job.

If sevcal people apply for the job, you need methods to
select the best. employee. The goal of selection is to match the
employee with the job.

OBJECTIVE: GIVEN A ROLE-PLAY SITUATION, THE STUDENTS WILL BE ABLE TO
USE VARIOUS SELECTION METHODS TO HANDLE THE DIFFICULT
PROBLEM OF FRIENDS, RELATIVES INSISTING ON BEING HIRED.

Stimulus

2. .Hand out Case PMILl, "Selecting the Best Nan for the Job (Part I)"
and read it with the group.
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Clarify Problem

3. Discuss the case, including the question at the end: "What should
Ted Marlowe do to help him decide an which man to hire?" List
suggestions an the flip chart.

Provide Information

4. Hand out the Readings. Read and discuss questions' in Section 1
with the students.

CONTENT

1. stions to Answer in Selectin the Best loyee for the Job

a. Does the applicant have the required skills?
b. How much training will he need?
c. Will he get along with you and other workers?
d. What experience does he have?
e. Will he be dependable?
f. Will he be able to handle the job?
g. Will he get along in the community?

There may be other questions you want answered, depending
on the needs of your business and the conditions that exist in
your community.

5. Read and discuss section 2, a. of the Readings.

2. Screening Applicants

There are several ways to help you select the best em-
ployee for the job. Each method will aid in screening appli-
cants, so it is a good idea to use as many as possible.

a. plication Forms
The first thing that you should do is ask the applicant
to fill out an application form. This is valuable to
you because:

(1) it gives information about the applicant's past
work experience, education, age, number of depen-
dents, etc.;

(2) it allows you to screen out applicants that are not
qualified;
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(3) if the applicant is hired, the application form be-
comes part of the new employee's record. If the
applicant is not hired, the application can stay
on file in case there is a future job opening for
which the applicant is suited.

6. Hand out Part 2 of Case PM7-l. Read and discuss it with the group.
The students may not agree on who to hire; this should stimulate
discussion. It is not ne-essary to agree on which man is the
right one to hire.

7. Raise the question of hiring relatives versus non-relatives, out-
siders versus locals. Questions to be considered are:

a. "How can Ted Marlowe turn down his nephew without offending
his relatives?"

b. "Would the community resent Arthur Towne being hired instead
of Bill Best or Arnold Marlowe (both local men)?"

8. If, by this time, the various methods of selection have not been
mentioned, ask and discuss:

a. "Now that we have discussed applications, what other methods
of selection can be used?"

b. "Is interviewing necessary in all cases?"

c. "Should references be checked ?"

d. "Are there any tests that can be applied
before he is hired?"

9. Read Sections 2, b, c, d and Section 3 of the
them as you go along.

to the applicant

Readings and discuss

b. Interviews
The second step is to interview those applicants Who
appear to be qualified. A personal interview will give
you additional information to supplement the facts on
the application form, and may help you decide on a
worker who is not only qualified for the job, but also
suited to the business and the community.

c. Checking References J

Most application forms have a place where the applicant
is asked to list references. A reference is:
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(1) the name of person who knows the applicant well;
(2) the name of a former employer or company where the

applicant has worked.

It is a good idea to check the applicant's references by
letter, telephone or personal visit. Checking references
is valuable because:

(1) you can find out what people think personally of
the applicant;

(2) you can find out how good a worker the applicant
has been in the past.

You should be careful in judging what the reference peo-
ple say about the applicant because:

(1) they may not want to say anything bad about the ap-
plicant;

(2) the applicant may have listed only the references
that he knew would say something favourable about
him.

181hen checking references it is better to phone or visit
personally than to write. A reference may tell you
things in discussion which he would not want to put in
writing. For instance, if you talk to the reference
person he may say "He's a very good employee but he
has a drinking problem." or "He's a darn good man but
he has a habit of arguing with people". He may not want
to write these things in a letter.

If the reference lives a long distance away, it may be
necessary to write; this is better than not checking at
all

d. Tests
There are many tests you caa use to help you decide if
the applicant is the best employee for the job. As it
is not always possible to give all the tests, you have
to decide which tests are important to help yoU make
your decision.

Some tests are:

(1) Skill Tests: some skills can be tested, for ex-
ample: typing, mechanics, welding, etc.;

(2) Physical Examination:if good health is important,
the applicant can be examined by a doctor;
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(3) Mental Ability Tests (Psythological): if the job,
requires a certain .level of mental ability, tests
can be given to find out if the applicant has this
ability. You must get outside help in the use and
interpretation of these tests.

3. Making the Final Decision

We have looked at some ways of selecting the best em-
ployee for the job. Eventually a decision has to be made as
to which employee to hire.

In making this decision, you should consider all the in-
formation you have c6llected from application forms; inter-
views, references and tests for each applicant.

Remember: The goal of selection is to match the employ-
ee with the job.

Offering an employee a job is an important decision. If
you want to be very sure that you have the right employee,
you can offer the applicant the job on a trial basis.(pro-

ationary period). You will be able to judge how well the
employee works and gets along with other workers before you
hire him permanently.

10. Read and discuss Section 4 of the Readings.

4. Summary

Selecting the best employee for your business involves
carefully matching the applicants with the job to be done.
In order to do this, you must discover certain facts about
the applicants and form an opinion about their suitability
for the job. Application- forms, personal interviews and
tests can help you to make the best selection.

Indicator

11. Have students role -play d'sequence to the Ted Marlowe case. One

student can play the Ted Marlowe role and three other students
the roles of the applicants. Have students study their respective
application forms and be ready for an interview with Ted Marlowe.
They should attempt to make interviews as realistic as possible,
and should-make good use of other methods of selection. Videotape
the.Tole-playe-
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12. Following videotape playback and discussion of the role-play situ-
ation, other students may try to see ifthey can do better than the
previous role-players. Add the following information: following
the interviews, Arnold comes back in to see his uncle to plead for
the job. Ted Marlowe does not want to hire him and has to find some
way of turning him down without offending. Arnold, Arnold's father
and the other relatives. Again, videotape the role-play.

13. Play back the videotape and discuss the appropriateness with which
Ted Marlowe handled the interview with Arnold.

14. Add other role-play situations suggested by students to proiride
them with experience in handling difficult situations with tact.
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LESSON PM7 SELECTING THE BEST MAN FOR THE JOB

CASE PM7 1

SELECTING THE BEST MAN FOR THE JOB (Part I)

Ted Marlowe,-owner of Marlowe's General Store in Pine Hill, has a
hard decision to make. His most experienced clerk is-leaving due to ill
health, and a replacement will have to be found quickly. Marlowe has
three employees a head clerk who has to know about pricing, bookkeeping
and display; a female cashier; and a male junior clerk who looks after
the warehouse, fills shelves and so on. It is the head clerk who is
leaving and has to be replaced.

Many have applied for the clerk's job. So far there are three that
Ted would consider good prospects:

1. Bill Best is a local man who has worked in other areas including
a number of years as a store clerk. Ted does not know him very
well.

2. George Towne is an outsider with a good reputation and consider-
able. experience.

3. Arnold Marlowe is Ted's nephew, a local boy with no experience.
Ted would consider him fine for the junior position-but he
already has a good junior clerk. On.the other hand it would be
hard to explain to Arnold's parents and the rest Of Ted's many
relatives if Arnold does not get the job.

Question

1.. What should Ted Marlowe.do to help him decide on which man to hire?
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LESSON p47 SELECTING THE BEST MAN FOR THE JOB

CASE PM7 1

SELECTION THE BEST MAN FOR THE JOB (Part II)

Ted Marlowe had the three applicants fill out application forms.

The completed application forms are shown on the following pages.

Question for Discussion

1. Mich person should Ted Marlowe hire?
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EMPLOYMENT APPLICATION
PERSONAL STATISTICS

MY. le""

mss a R o ARivei.J3 FREbE-21
(Check) (Last Name (First) (Middle)

Address ailE v FF , 5.4-S k Arc e rt-1
--(Street and Number) (City) -Province)

Date of Birth P14/9 Oa: )1.57- Telephone Number
(Year) (Month) (Day)

Marital Status Single p/Married Widowed Separated Divorced

Haw many dependents do you have? A/14-1.LR_

Do you have any Physical Disabilities? nn Do you have any Chronic Ailments?

If yes, explain

Position Applying for 66,4
EDUCATION

Circle grade completed 1 2 3 4 5 6 7 8 9 10 11 n
Post Secondary

Other courses or Training

RECORD OF PREVIOUS EMPLOYMENT

Name of
Started Left

lo er Mo. Yr. Mo. Yr.

P+ .

What did ou do? Wh did ou leave?

(If additional space is needed to describe your previous employment use other side).

May we contact your present employer?

I agree that this Company may investigate all statements made in this application.

Date .e1 / 7/7,/ Signature
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EMPLOYMENT APPLICATION

PERSONAL STATISTICS

Mr.

Mrs.
Miss 0 Ld ik/ 6-gORG-E ge -nci die

T e (Last Name) (First) (Middle)

Address 1-/-55 - =q W-D 5i E. /-nteti-at..et .,--

(Street and Number) (City) (Province)/

Date of Birth p.6,1? tita 179r Telephone Number 96?/n/4W-RA(..D
ear) (Mon h) (Day)

Marital Status Single Married Widowed Separated Divorced

How many dependents do you have? 641-

Do you have any Physical Disabilities? do Do you have any Chronic Ailments ? ,/Vv

If yes, explain

Position Applying for

EDUCATION

Circle grade completed 1 2 3 4 5 6 7 8 9 10 11 (g)

Post Secondary

Other courses or Training Z. 41,1441

RECORD OF PREVIOUS EMPLOYMENT

Started Left
Name of Employer Mo. Yr. Mo. Yr. What did you do? Why did you leave?

/214-etrt.

cf5.6:0 a/10-14$larer7Cei. .7) . 51-4.t4 465 tt-
5-4:t4_ /9.70 kdzytlezwi ,7t

LAta-14-4. 541-4.
(If additional space is needed to describe your previous employment use other side).

May we contact your present employer?

I agree that this Company may investigate al statements made in this application.

Date 18, /(7-7/
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EMPLOYMENT APPLICATION
PERSONAL STATISTICS

Mr.
Mrs.
Miss

(Check)

Address

/36.-Sr
(Last Name)

o
(Street and Nuther)

P E IL 4.

(City)

Date of Birth / qc( DI a tiny

(Year) Month) (Day)

Marital Status Single Married re, Widowed Separated Divorced

ttj E
(Middle)

SASK.
(Province)

Telephone Number 7 g 3 - o

How many dependents do you have?

Do you have any Physical Disabilities? niobq you have any Chronic Ailments? Id°

If yes, explain

Position Applying for cc. cArk

EDUCATION

Circle grade completed 1 2 3 4 5 6 7 8 9 10 11 12

Post Secondary

Other courses or Training meecwtirvot5',",6 CocJie SE ^ t ze-A-s

RECORD OF PREVIOUS EMPLOYMENT

Started Left
Name of Employer Mo. Yr. Mo. Yr. 1 What did you do? Why did you leave?

0.1t CI N o ter y ape' g - A ti 6 7/ Gacce.tey /47d 5tc or-,447-.2 ViDcf

(If additional space is needed to describe your previous employment use other side).

May we contact your present employer?

agree that this Company may investigate all statements made in this application.

Date at 2- 5- /7/ Signature I
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SUBJECT PERSONNEL MANAGEMENT

LESSON PM8 INTERVIEWING JOB APPLICANTS

INSTRUCTOR'S GUIDE

OVERVIEW

In the previous lesson, the students had an opportunity to practise
the interviewing of job applicants in the Ted Marlowe case. They had
not been given any pointers on how tc interview. The exercise should'
provide a good stimulus for this lesson which gives the students
techniques of interviewing as well as some practice in role-play.

OBJECTIVE

The student will examine techniques of interviewing applicants for
employment.

RESOURCES REQUIRED

1. Videotape recorder.
2. Blank employme.At app!ication forms. Get a variety of forms from

governnent, business or schools.
3. Resource person on interviewing technique. Request a school ad-

ministrator, a businessman, a Canada Manpower ,counsellor or some-
one else with experience in interviewing to meet with the students.

METHODOLOGY

1. Do not hand out Readings immediately.

781



PM8

2, Read Purpose and,Iatroduction to students.

PURPOSE

In this lesson you will learn how to prepare fot and con-
duct an interview with job applicants in order to select the best
employee for the job and for your business.

INTRODUCTION

When you, hire an employee, you want.hot only a person who
is able to do the job, but one who will also get along with you,
the other employees, and the people with whom he comes in contact.

The kind of employees you have may help determine the success
of your business; thus it is very important to use the job intet-
view to assess an applicant before you hire him.

OBJECTIVE: THE STUDENT WILL EXAMINE TECHNIQUES OF INTERVIEWING APPLI-

. CANTS FOR EMPLOYMENT.

Stimulus

.3. Refer to interview situation of previous lesson. Indicate that in-
terviewing is an art which can be mastered by practice.

Clarify Problem

4. Have students list on the flip Chart, and then discuss, the points
they-think should be considered in an interview of job applicants.

Provide Information

5. Hand out Readings. Read with the group, stopping for discussion
at each point.

COMENT

1. Preparing for the Interview

To get the best from an interview you should prepare
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carefully for it. Some preparations are:

a. Study the completed application form for information
about the applicant's personal history, education, pre-
vious work experience, references, etc'. Check the way
the applicant filled out his form:

(1) is the form neat 'or Messy?
(2) are some questions not answered?

b. Make a list of questions you want to ask the applicant.
You may want additional information about the statements
in the application. For instance, the form says the
applicant has a Grade 12 education. Does he have a

diploma?

Or, the application form claims ten years experience as
a methanic. Did he go to technical school? Has -he

journeyman papers? Or did he just learn by doing? You

may want to ask questions about the applicant's back-

ground, or about his experiences with former employers.

2. Conducting the Interview

't

The interview should last about 20 to 30 minutes. Ar-

range to be alone with the applicant, as other people in the

room could distract him and make him feel uncomfortable.

Sone points to be covered in the interview are:

a. Try to make the applicant feel comfortable and free to
talk; this will overcome any nervousness. Be friendly.
This meeting could set the stage for your whole working
relationship if you hire him. Even if you do not, he
will go away.with a friendly feeling toward you and your

business.

b. Ask your questions in such a way that.he will do most of

the talking. Do not argue with the applicant if he says,
something with which you disagree. Listen carefully.
Watch for differences between the.things he put on the
application form and the things he says in the interview.

c. Ask the applicant to talk about his ambitions, hobbies
and other interests.

d. Watch his way of speaking; also look for nervous habits,
the way he is dressed, whether he is neat and clean, etc.
For some jobs you might want a worker who has a neat
appearance and a good personality, but for other jobs
.these things may not be.so important.
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Example 1
Tfifie applicant's job will be handling food, then you
would look for cleanliness and neatness of hair and.
clothes. If the applicant has dirty fingernails and
messy hair, you would think twice before hiring him.

Example 2
If you are looking for a mechanic you would expect rough.
hands and a little dirt' under the fingernails.

Example 3
If the job calls for meeting the public, you would look
for a person with a warm personality, confidence, and
good taste in dress and appearance.

Some allowances have to be made. For instance, if the
applicant cane to the interview straight from work, .you
would expect him to be dressed for whatever job he was
doing. .

e. Be prepared to answer questions. as well as to ask them.
Remember, the applicant is trying to make up hiS mind
about you and what kind of boss you would be. Be honest
about the job and any problems connected with it. Give
information freely so that if he takes the job, he will
be prepared for it..

f. If you hire the applicant on the spot, the interview is
over exceptfor details of starting date, salary, etc.
If however, you have other-applicants to interview before
making the final decision, introduce the applicant to
one or two employees your wife, for instance, if she
works in the business, or your senior assistant. This
will allow you to get their impressions of the applicant,
and they will feel that they have been involved in the
hiring decision.

End the interview in the same friendly manner that you
started it.

g.

3. Summary

This lesson only gives guidelines on how you should con-
duct a job interview in order to select the best employee for
the job and for your business. Only you can judge how the
interview should be handled. You have to make the final de-
cision on hiring the worker. Practice in interviewing will
give you confidence in handling yourself, and making the ap-
plicant feel at ease and free to talk.
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G. Following the reading and discussion of the lesson material, the
resource person can be brought in to discuss his technique of in-
terviewing. This can take place at a convenient time for the re-
source person. The students should be encouraged to ask questions
in orcler to obtain the maximum benefit from the resource person's
experience. The resource person could remain, if he has time,
for the role-playing to help students evaluate their skills. In

this case the application forms should be filled out prior to the
resource person's visit.

Indicator

7. Hand out employment application forms and have each student make
up an application for one of:

a. mechanic applying for a job at a garage
b. cashier at a grocery store
c. logger at a sawmill
d. assistant manager for an outfitting camp
e. waitress at a cafe
f. serviceman at a service station.

Role Play

8. Have each student take a turn at role-playing an employer who is
interviewing job applications. Have the interviewer study the ap-
plication form of an. applicant and conduct an interview (of 10
minutes duration). The role-playing could be videotaped and played
back for discussion and criticism.

9. If the resource person is still present, he can assist the group
jn evaluating the role-playing situations for interviewing skills.
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SUBJECT PERSONNEL MANAGEMENT

LESSON PN/9 TRAINING PERSONNEL.

INSTRUCTOR'S GUIDE

OVERVIEW

Following a good job of rec citing, interviewing and selecting an
employee, the manager or owner- it.anager of a small business must plan
for the introduction and instruction of the new employee.

It is quite common to find the small business manager who fails to
train his employees adequately. He thinks he does not have time, can-
not afford the cost or does not know how to proceed in the training of
new, as well as existing. personnel.

Many employees would be more efficient:if the proper training had
been provided. This lesson attempts to show the student the importance,
as well as some of the methods, of introducing andtratning personnel.

REFERENCE MATERIAL FOR INSTRUCTOR,-

1. Loen, Ernest L. Rcarsonnel Management Guide for Small Business.
Washington: Small_Business Administration, 1961, pp. 16 21.

OBJECTIVE

Given a specific business and a specific job opening, the students
will be able to plan a training program for a candidate for the position.
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RESOURCES REQUIRED

1. Films:

a. "Introducing the Worker To His Job", 16 minutes
b. "Instructing the Worker On The Job", 14 minutes
C. "Pattern For Instruction", 21 minutes
d. "Serving Food", 10 minutes.

2. Projectuals:

a. PM9 -1, "Introduction to the Job"
b. PM9-2,'IhreeQuestions on Training"
c. PM9-3,"Steps in Training."

METHODOLOGY

1. lb not hand out Readings immediately..

2. Read the Purpose and Introduction to the group.

PURPOSE

In this lesson you will discuss the importance of training
new employees and consider some of the ways this can be accomp-
lished.

.INTRODUCTION

We have discussed the importance of using care and good
judgment in finding and selecting suitable employees. After the

. employee has been hired, it is equally important that you give
him a good introduction to his job and, if necessary, the
training required to do his job. Your business will be new to the
persln you have just hired. If you train your new employee well,
you will have a happy and productive worker.

OBJECTIVE: GIVEN A SPECIFIC BUSINESS AND A SPECIFIC JOB OPENING, THE
STUDENT WILL BE ABLE TO PLAN A TRAINING PROGRAM FOR A CANDI-
DATE FOR THE POSITION.
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Stimulus

3. Show Projectual PM9-1, "Introduction to the Job". Ask students:
"Have you ever been introduced to a new job this way?"

Clarify Problem

4. Encourage students to give examples of personal Ccperience about
startili.,2 a new job. Ask: "What .should be explained to employees
starting a. new job?"

Provide Information

5. Introduce the film, "Introducing the Worker to His Job", (16
minutes). This film is set in a large plant. It shows, first,
a new worker having to find his way to his job. Nobody helps him
and he has a very unhappy start. Then it shows how the intro-
duction should have been made, with happier results. Explain
that, although the setting is big business, the principle applies
in any business, even if there is only one employee'.

a. ShOW first part of film, 'how not to start a worker'. Stop
film and discuss.

b. Show second part of film. Discuss.

6. Hand out Readings; read and discuss Section 1.

CONTENT

1. Introducing a New Employee to the Job

Anew employee may feel strange at first. You can help
him feel at ease by showing him around you:: place of busi- .
ness. If you have other employees, introduce them to him.
Show him where he will work and the materials and equlpment
he will need in.his work tools, supplies, machines,
stationery, etc.

7. Show Projectual PNJ)-2, "Three Questions on Training". Ask: "How
important is it to train an employee?" and "How do train an
employee"?

8. Introduce the film, "Instructing the Worker on the Job", (14 min-
utes). This film also has a plant setting. It shows, first, how
not to instruct a worker and then shows how to do it.
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WC -2 THREE QUESTIONS ON TRAINING
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9. Show Projectual PM9-3, "Steps in Training" and read Section 2.
Students should see the fun phases of training in the projectual.

2. On The Job Training For.New Employees

Your new employee may need training. For instance,
if your business is a store, the new clerk must be shown
how to handle a cash register, wrap parcels, approach cus7
tourers, fill shelves, make sales slips, mark prices, etc.

Even if your new employee is an experienced clerk, he
must be trained to your way of doing things in your business.
For instance, your cash register and your credit policy may
be unfamiliar to him.

Points to remember in training a new employee are:

a. Prepare the Worker
Ask questions. Find out what he already knows. Be pre-
pared to answer questions. Listen carefully. Talk
about the job. Your interest in him and his job will
encourage him to learn.

b. Present the Job
Tell your employee how to do the job, then show him how
to do it. It is important to be patient until he under-
stands the work.

c. Try-out Performance
Let your employee take over and do the job under your
supervision. Stay with him until he can do the work
alone.

d. Follow-up
Keep in touch your employee may run into unexpected
problems. Make sure he feels free to call on you. for
help when he needs it.

10. Show both.or either of the following films.

a. "Pattern for Instruction", (21 minutes). This is a film
showing how the training pattern used by football coaches
can be applied to business training. It shows the how and
why of each step in training.
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b.

How Why

Prepare Motivation
Present Understanding
Try-out Performance Participation
Follow-up Application

Discuss film. Use Projectual PN9-1 to aid in discussion.

"Serving Food", (10 minutes). This film deals with the
training of a waitress in a restaurant. It shows how to
serve customers and keep food clean. Result happy.wait-
resses and customers. Discuss film.

11. Read Sections 3 and 4.

3. Other Types of Training

You and your employees may, from time to time, need new
training in order to keep.up-to-date with a fast-Changing,
business world. Some types of training are:

a. Off the job training, usually given by government
specialists or company experts, to train employees in
new procedures, equipment, etc., or to re-train em-
ployees who need refresher courses.

b. On the job training, given by a company employee or an
outside expert, to explain the use of new methods and
materials.

c. Classes, lectures and films concerning business develop-
ments, work processes, etc., usually attended by em-
ployees in off hours.

4. Summary

When you hire a new employee for your business, you must
ensure that he is properly introduced to his job. You must
allow him time to become familiar with the place where he will
work, the equipment and material he will need, and the people
he will be working with. You must also ensure that the new
employee knows what his job involves, and that he is trained
properly to do it.

It is also important that all your employees receive any
additional training that may become necessary. Conditions
in the business world ge rapidly as new methods and new
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equipment are introduced. Retraining and refresher training-
for your employees will keep them interested in and satis-
fied with their jobs, and will make them more productive
workers.

Indicator

12. Have students form into small groups of four or five perSons.
Ask each small group to select a particular business situation
with which they are familiar. Then have them pick one specific
position and plan a training program that they would use in
training the-new employee for the position. The program should
be detailed enough to be realistic.

13. Have a representative of each small group present his training
plan to the class. Ask the class to analyze and improve if they
can an each plan. This will help the students in developing
critical thinking skills.
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SUBJECT OFFICE PROCEDURES

LESSON OP4 OFFICE MACHINES

INSTRUCTOR'S GUIDE

OVERVIEW

In this lesson, the student should consider some of the factors
in buying the most common office machines. The students will have had
an opportunity in the accounting lessons to use an adding machine.

In this lesson students will have an opportunity to try out a
cash-register. They will get practice in the use of a cash register
in a later.lesson.

A typewriter should be brought into the class so the students have
an opportunity to try it out. Typing lessons can be planned for the
students' spare time if typewriters are available and if a course or
instructional personnel are available.

Students should see office machines as a means of increasing the
speed and accuracy of doing the paper work in the business.

OBJECTIVE

The student will he aware of the factors he should consider when
buying office machines and be able to discuss the importance of these
factors%

RESOURCES REQUIRED

1. Adding Machine
2. Cash Register
3. Typewriter.
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METHODOLOGY.

1. Hand out Readings.

2. Read the Purpose and Introduction with the group.

PURPOSE

The purpose of this lesson is to discuss the various uses of
office machines in a business. You will be shown how to operate
the following machines:

1. Adding machine
2. Typewriter
3. Cash register.

INTRODUCTION

Although only three business machines are discussed in this
lesson, there are many other machines businessmen use. These can
be seen when the class visits a stationery store later in the
course.

3. Discuss and clarify the'Purpose and Introduction.

OBJECTIVE: THE STUDENT WILL BE AWARE OF THE FACTORS HE SHOULD CONSIDER
WHEN BUYING OFFICE MACHINES AND BE ABLE TO DISCUSS THE
IMPORTANCE OF THESE FACTORS.

Stimulus

4. Ask if any of the students have
register, or typewriter.

5. If any have operated one of the
used the machine.

operated an adding machine, cash

above machines ask them where they

6. Ask the students why office machines are used..

Clarify Problem

7. List answers on flip chart and have students discuss and clarify
these answers.
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Provide Information

8. Read Section 1 of the Readings.

CONTENT.

1. Considerations in Buying Office Machines

Why would you want to buy or rent office machines?

Some of the reasons could be:

a. Speed up work save the time of your employees by
making records and statements more quickly.

b. Simplify record keeping operations that are complicated.

c. Give protectibn in handling of your cash, securities,
mail, and other office details.

d. Give neatness in records and files through typewritten
rather than handwritten records which may be hard to
read.

e. Have better accuracy through machine calculation.

When you buy or rent a machine, know the job you want
it do. Avoid the common mistakes made in acquiring office
machines:

a. Failure to get help in choosing the machines to fit
your needs.

b. Buying equipment which cannot be serviced easily.

c. Purchasing equipment which can be used for only a few
quick jobs. Machinery should be bought only if it can
be used a great deal.

d. Failure to use equipment for the purpose for which it
was acquired. Too often people buy machines for one
purpose and use them for jobs they aren't made to per-
form.

9. Compare the list prepared in Point 7 above with the considerations
listed in the above Readings.
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10. Read Section 2 of the Readings.

2. Maintaining Office Equipment'at the Lowest Cost

You should know what office equipment you have and -what
it costs to keep it in good condition.

Keep a record for each piece of equipment, showing the
manufacturer, serial number, model, cost, date of purchase,
type of work performed, location, etc. Then record the
maintenance costs on the reverse side of the record card.
Show the dates of repairs and the cost of these repairs.

Ask your equipment supplier for a list of things to do
to keep your office machines in good working. order.. Office
machines should be serviced by trained people (suppliers
will often set up a schedule so that their service people
will look after your machines).

Here are some general points which can help machine
maintenance:

a. Remove all visible dirt, with a brush. Brush away from
the. inside of the machine.

b. Do not erase over the typewriter mechanism. Move the
carriage to one side.

c. Don't force a machine.

d. Never use cleaning fluid on rubber parts of machines.

e. Be sure you understand the operation and care of
machines; keep instruction book handy in your filing
system.

f. Keep all machines covered when not in use.

It is best to have a good service contract with your
supplier to maintain your machines. This is not always
possible. If you can't get a service contract, be sure to,
take steps to maintain your machines in the best possible
condition. A broken machine delays office work.

11. Emphasize that points in Section 2 are general points and that
manuals for the specific machine will outline maintenance proced-
ures for that machine.
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12. Read Section 3, a. of the Readings.

Adding Machine

13. Place it in a position where all students can see it, and demon-
strate how it is operated.

3. Types of Machines

There are many types of machines you can use in your
office. The three most common machines in business are:

a. Adding machine
b. Typewriter
c. Cash Register.

a. Adding Machines
The simplest and most common calculating machine is the
adding machine. It is used to add columns of figures.
There are machines that wIll.add, subtract, divide, and
multiply.

The adding machine may be hand or electrically-operated,
listing or nonlisting. 'A listing adding machine records
the row of figures on a strip of paper. The nonlisti.ng
shows the accumulated total on the top or bottom of the
machine. The two general types of list adding machines
are known as full keyboard machines and ten key machines.

There are many different manufacturers selling adding
machines. You must judge for yourself what type you
will buy. Some things to check for before buying a
machine are:

(1) Will it do the job you want it to?
(2) Can you obtain service.
(3) What do other businesses in your area think of it.
(4) Is it a reasonable price?

14. Read Section 3, b. of the Readings.

Typewriters

15. Place it in a position where all students can see it. Explain
and demonstrate how it is operated. If instructor wishes, he can
have a stenographer explain the typewriter to the students and
answer questions. Mention that there are various typing courses
that one can use to learn how to type during free time. If
possible, obtain one of theie courses for the students' use.
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b. writers (Special .Features)
Although a typewriter is one of the most comnon office
maChines, there are various automatic refinements as well
as a number of attachments wIliChare often overlooked despite
the fact that they can make its use much more convenient and
productive.

(1) Electric
Being easier to use, electrically-operated typewriters
have as their chief asset the fact that they cause. less
fatigue. This advantage becomes evident in continuous
typing jobs; such as billing. Further, the reduced
fatigue also leads to fewer errors and higher product-
ivity. Another outstanding advantage is in the prepara-
tion of stencils, where the automatic pressure control
cuts the stencil evenly, and provides for uniform
reproduction of all characters. The same point applies
in the typing of multiple copy sets, where. legibility
is always a problem.

A disaavantage of electric operated typewriters is their
price. They generally cost more initially than a manu-
ally operated typewriter; therefore check the costs a-
gainst the job requirements to make an economically sound
decision. Most small businessmen can get by with a
manual typewriter.

(2) Tab Stops
A very convenient added feature to the typwriter is .

the decimal tab stop. The decimal tab stop permits you
to select the exact, first typestroke position in a
columnar distribution of figures. There are tabular
stops for 100,000; 10,000; 1,000; 100; 10; and 1. No
backspacing, no adjusting, and no visual judgment ;:s
required to line up the figures correctly beneath each
other. This can be highly important in typing long
statistical reports.

(3) Automatic Line-Finder
In billing and similar operations it is often desirable
to use -an automatic line- finder. This is an attachment
to a typewriter carriage which can be put on any type. of
writing or bookkeeping machine. A simple ratchet with
a handle permits.you, in a single motion, to roll the
sheet up in the machine from any of the pavious
form to the first .typing stroke of next form. It
is most advantageous for continuous forms, but it can
be used, to position snap-out sets or individual forms
to the first typing position. .
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(4) Dual Feed Attachments
When placed on typewriters, these devices make it
possible o type identical data on two forms of
different height and width. For example, cheques of
8" x 3 1/2" dimension may be typed and copies can be
made at the same time on a cheque register, size
11" x 14" each cheque taking only 1 line.

(5) Front Feeding
Comparatively few people know that envelopes, index
cards, labels, and other small forms can be fed .from
the front of a typewriter, andthat the finished forms
will stack themselves in the back feed of the machine.
In front feeding, the new form is placed just batween
the platen and the old form, and the platen is turned
backward instead of toward the front. One motion
positions the new form and stacks the old for.

By using the alinement bar with its placement rollers
only, one can transform a regular typewriter into a
front-feed posting typewriter. The journal sheet is
held in place by the alinement bar, and the ledger.
card with or without statement is held by the feed
rollers only. Payroll, accounts receivable, plus
several ledger cards and journals can be prepared in
one typing, thereby reducing posting time and chance
of error. A typewriter alone, of course, does not offer
the advantages of automatic balances and accumulated
total obtainable with a bookkeeping machine.

These attachments are mentioned here so that you are aware
of them when you are buying a typewriter. In most cases you
will not need these attachments for your work.

16. Read Section 3, c. of the Readings.

Cash Register

17. Place it in a peiition where All students can see it. Explain and
demonstrate how it is operated.

c. Cash Registers
Businesses use a cash register for control of cash.
All payments ofcash are recorded through the cash
register. At the end of the business day you are then
able to prove your cash, that is, determine if the
right amount of cash is in the cash drawer.
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There are many different types of cash registers simple
ones which only record the price on a tape and complex
ones which identify the item sold, who sold it, the
department, the cost and the tax, with all thisinforma-

-.tion re,:orded on tape, bills -and statements.

The type of cash register you decide to use will again
be determined by your requirements. Don't get an
expensive, multi-keyed cash register if you have no use
for anything more than a simple machine. The more
complex the machine, the higher the price.

Indicator

18. Discuss the use of"office machines in a business.. Should a small
businessman know how to operate these machines? Read Section 4.

4 Summary

The purpose of using office machines is to save time and
money, and to increase the quantity and quality of work done.
In order to meet these goals when buying office machines you
must be aware of the costs of the office machines available
from your suppliers. Beware of buying an expensive machine
when a less expensive machine will meet your needs for a
long time.

Once you obtain office machines be sure to set up a
service schedule to maintain your machines at their best
operating efficiency. If possible, have a trained person
service your machines. Many times a service contract can be
signed with the supplier from whom you bought your machine.

The key points to remember in buying and using office
machines are:

a. Match the machine to the job.

b. Do not purchase an expensive machine when a lower cost
machine will do' the job just as well.

.Regularly service your office machines to maintain them
at -peak operating efficiency.



SUBJECT OFFICE PROCEDURES

LESSONOP5 DUPLICATING

INSTRUCTOR'S GUIDE

OVERVIEW

As stated in lesson OP2, "Filing", the files of a business serve as
a storage area for important records, reports and other papers relating
to past activities Of concern to the sound operation of the buSiness.
Because the papers in the files contain data of past activities it is
often necessary to use them to show whether or not a certain action was
taken, a certain payment was made or if a certain form was actually
sent. As the papers in the files are the only record the business might
have, it wo'ild be foolish to allow the original to leave the possession
of the business because of the danger of it being lost or destroy&d;
therefore a duplicate copy of the paper, or'the information on it, can
be used.

Another way duplication of material is useful is in the present
ation of similar data to a large number of individuals or Jther inter-
ested parties; If a memo, statement, report or article of interest can
be machine reproduced, it will save the businessman time and money.
Copying by hand or typing is time consuming and costly.

OBJECTIVE

The student will be able to discuss how the duplicating of material
can be useful to a business.

RESOURCES REQUIRED

1. Spirit Duplicator, Stencil Duplicator and Photo-Copier OR
make arrangements so that the class can visit an office to use these
duplicating machines.
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2. A resource person (such as a stenographer) to deMonstrate the
machines.

METHODOLOGY

1. Hand put the Readings.

2. Read the Purpose and,IntroductiOn.

PURPOSE

The purpose of this lesson is to discuSs the reasons for
duplicating docimentS or-other written material. In addition,
you will be shown how to-operate a Stencil Duplicator, a Spirit
Duplicator and a Photo Copier.

INTRODUCTION

At one time or another you, like most other businessmen, will
have a need for producing duplicate copies. Sometimes you will
need copies of statements, records, and advertising material for
distribution to the Board of Directors, employees, government
agencies, creditors, or customers. At other time, you might need
to produce copies of documents to prove your ownership, payment
of account, receipt of payment, or the terms of a contract or a
lease.

Knowing how and when to duplicate information will be useful
to you.

3. Clarity the Purpose and Introduction:.

Stimulus

4. Ask why a businessman duplicates documents.

_Clarify Problem

5. Discuss the answers to number 4 above.

Provide Information

6. Read Section 1 of the Readings and discuss.
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CONTENT

1. Using Duplicating Machines in Your Business

Many businessmen are unaware of the importance of dup-
licating business documents. Creditors, suppliers, and
various government agencies are interested in your financial
statements and special reports. Customers are interested in
any specials and sales you are planning. There are occasions
when many copies of the same document would be useful. Al- .

thoUgh you can type or write up individual copies or even scnd
the original document to each party in turn, these methods are
time-consuming and expensive. Sending one document to each
interested party in turn means having to wait-until the.docu-y
rent is returned before you can send it to the next. 'Yob
also stand a good thance of the document being lost, de-
stroyed .or damaged. To overcome these problems you can pro-
duce copies of the docuMent on a duplicatirig machine. These
Machines will save you time and money. You will not have to
worry about the document being lost outsidl, your office.

Another occasion when duplicating.will be useful to you
is when you are required to prove you, have paid, received,
or taken some action. In cases, such as just mentioned you
generally have only one original document such as a receipt,
letter, or cancelled cheque. To allow this document to go
out of your possession is asking for trouble. If the re-
ceipt or cancelled cheque is lost or destroyed by the person
you send it to, you have no proof that you have paid the bill.

Another example of the danger of allowing original
.

documents out of your possession is giving your copy of a re-
ceipt to a credit customer. The customer might pay you $50.00
on account and a while Later say that he or she has actually
paid $75.00. If you gave the receipt to the customer to take
away, the rz,-ceipt could be lost or destroyed and you would be
required to credit him or her with the payment of $75.00 be-
c,...1se you have no way to prove otherwise. To overcome this
problem. of sending the information on original documents, yet
not allowing,the document to leave your possession, you can
send the person a photo copy. If the photo copy is questioned
you can always show the interested party the original if they
come to your business or else you can take the orginal to them.

7. Read Section 2 of the Readings and discuss.
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2. Machines for Duplicating

There are many different duplicating machines offered
on the market. Some are very expensive machines which can
turn out multi-copies in a very short time. Others are
specialized machines designed for special jobs.

Which machine and method to use will depend upon the job
you wish the machine to do, the amount of duplicating you
will, require, and how much yen can afford to spend; match the
machine to the job you require it to do. Nbst small business-
,

es,
.

'will not require large expensive machines; in fact, if
you have easy access to a machine you might not even need to
buy one.

The three most common types of machines you will operate
are:

a. Spirit Duplicator
Of the three main types of duplicating machines, the
spirit duplicator is generally considered the simplest,
fastest way to produce up to 500 copies. Quality of re-
production, however, is well be1oW that of the other two
machines, and it is unable to reproduce photographs.
With one run of the mathine,.. it can produce multi-coloure
copies; such work is prepared by typing or drawing on
the same master sheet with different coloured columns.

b. Stencil licator
'Ihe stenci duplicator is probably the most inclusive
machine in terms of use. Often called "mimeograph", it.
uses a fibrous-tissue stencil which holds back ink ex-
cept where cut by typewriter key or stylus. Stencil
machines can reproduce photos with fair quality- Runs
'Of 1,000 and 3,000 copies are common; special stencils
can extend that volume to around 5,000.

c. Photo Copier
The photo copier produces the best quality reproduction
dith the best effect. But -it is.also the most expensive
of the three machines. Unless you have a need for a
high quality reproduction it_is advised that you use one
of the previous two machines,

8. Have a resource person demonstrate how each machine works.

9. If the students wish, have them actually use the machines demon-
strated.
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Indicator

10. Students Should see the use of the spirit duplicator and stencil
duplicator as a means of sending advertising and promotion material.

The photo copier is useful to get duplicate copies of letters,
cheques, etc. However because of the cost involved most small
businesses cannot afford to rent or purchase a photo copier.
Students should know that for a small cost per copy, some
businesses will allow copies to be made on their photo copiers.

11'. Ask if duplicating is important to a businessman? Why? Encourage
student discussion.

12. Have the students read Section 3 of the Readings to summarize the
lesson.

3. Summary

At one time or another you will need to duplicate
documents in your files or advertising flyers you type up.
If you are aware of the principles of operating the three
machines mentioned in this lesson (the stencil duplicator,
the spirit duplicator and the photo copier), you will be
able to save yourself time and,' in the case of duplicating
documents in your files, you will protect yourself against
loss of valuable documents.

Duplicating has many uses; you-have looked at but a few.
As you get involved in your business you will find other
uses for duplicating.
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SUBJECT OFFICE PROCEDURES

LESSON OP6 OFFICE SUPPLIES

INSTRUCTOR'S GUIDE

OVERVIEW

Items such as paper, sales books, accounting forms, pencils and
other office supplies are generally taken for granted. These items
are assets of the business and as such have a dollar value. They
must be ordered, stored, and controlled. It is very true that one
pencil or one piece of paper doesn't cost very much but 500 pencils
plus 5 or 6 thousand'sheets of paper plus all the other office sup-
plies do amount to a fair sized expense of the business. The busi-
nessman must learn to plan and control his office supply needs just
as he plans and controls his purchases and inventories of merchan-
dise or raw materials.

OBJECTIVE

The student will be able to write a report on the purpose of of-
fice supplies, the types of office supplies he would use in a busi-
ness of his choice, and why controls should be used in handling of-
fice supplies.

RESOURCES REQUIRED

1. Arrange a trip to a store specializing in office supplies.

2. Pencil and paper for each student.
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l. Hand out the Readings.

Read aloud the Purpose and Introduction.

PURPOSP

In this lesson you will look at the ordering and controlling
of office supplies.

IN"FRODUCTION

Pencils, paper, sales slips, accounting forms, and the other
items you need. to operate your office do not just appear and in
the right amount. You must decide what items you need, in what
quantity you need them, and from where you are going to purchase
them. Office supplies represent an asset of the business (you
paid money out for them); therefore controls should be set up
to-make sure they.are used properly. Over a number of years
you may have invested a few hundred dollars in your office sup-
plies.

3. Clarify where necessary.

Stimulus

4. Hand out pencils and paper to each student.

5. Instruct them to write at the top of the sheet one item they feel
belongs in office supplies. Have each student then pass the
paper to the student on his right. On the sheet of paper he
writes under the item on the paper an item he feels would be
included in office supplies. The item he writes on the paper must
not be already listed on the paper. Then he again passes the
sheet to student on his right and process is continued. He re-
ceives, writes and passes paper Until his original paper returns.
to hi-in.

6. After all the students have their original paper back, ask one of
them to list the items on his sheet on the flip chart.

7. Ask if any of the other students have other items to add to the
list on the flip Chart. If so, have them add these items to the
list.
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Clarify Problem

8. Ask if all the items on the list are. actually office supplies.

9. a; If they answer, "Yes, they are all office supplies," ask
them how they define office supplies.

b. If they answer, "No, they are not a'l office supplieS,"
have the students identify those that are not office
supplies and have them state what definitions of office
supplies they used to determine whether or not an item
on the list fits their definition.

Provide Information

10. Read Section 1 of:the Readings.

CONTENT

1: What are Office Supplies?

There, are many'different types of items involved in
office supplies. Some of these are:

a. pencils
b. pens
c. erasers
d. rulers
e. stationery for letters
f. books for sales

- receipts
journals

g. ledger cards
h. file folders
i. paper for the Work Sheet, duplicating, etc.

Office supplies are items which enable you to do the
paperwork of your business.

11. Compare the explanation given in Readings with the definition
given by students... If their definition is more m......niagful,
use it.

12. Ask the students where office supplies can be bought.

13. Read Section 2 of Readings. .
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2. Buying Office. Supplies

Many of the office supplies you will use can be purchased
at a stationery store. Before buying any of:these supplies
you should determine what quantities you are likely to need
and flow much storage space you have. hhen buying, shop
around to get the best price possible. Probably you will
buy in quite large quantities; if you do, you may be able to
arrange a discount on the purChase

For sp.ileitems (such as. special stationery) you may have
to prepare orders. If this is the case for you; check the-
prices offered and determine the quantity to be purchased --,
make sure you order enough so that you won't run short. If

you are going to use special stationery make sure it presents
the image of your business that you want the correspondent
to have The appearance of the business letter -- the design
of the letterhead, the quality of the stationery, and the
neatness and correctness of typing has a real sales value;
it forms in the mind of the, reader a picture of the Character
of the business firm..'

14. Ask: "Is it necessary to control- office supplies?

15. Read Section 3 of Readings:

3. Controlling Office Supplies

'Office,supplies are generally not expensive as individ-
ual purchases, but their sum total over a long period is
quite large.

Since office supplies represent a sizable asset of the
business, their purchase and use-must be controlled.

You should keep .office supplies together so that you
can easily check them by a physical count any time you need
to determine their value. In addition, by keeping them to-
gether, you can readily see when you need to purchase addi-
tional items

It is: rot conveiient to make an entry each time a
pencil, a sheet of paper, or some other item is taken from
the supply cabinet. At ihe end of the month, however, it
is necessary to show the cost of supplies used if the ex=
pelises of the month are to be reported accurately on the
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'3rofit and Loss Statement. It is also necessary to show the
ost of the supplies an hand if the assets are to be reported
accurately on the Balance Sheet.

One Procedure to account for the expense of supplies
used is explained in the Finance, Accounting, Bookkeeping
lessons. Briefly, it involves subtracting the cost of sup-
plies presently on hand from the cost of supplies at the
beginning of the period plus the cost of those supplies pur-
chased during the period. The difference is the cost of
supplies used during the period; this difference is, entered
as the expense of supplies used during the period.

16. 'Read Section 4 of the Readings.

4. Summary

All offices require items such as pencils and paper to
perform the recording and corresponding activities of the
business. Office, supplies are assets of the business and
must be accounted for, and controlled. .When buying office
Supplies, determine which items are required, and in what
quantities. Choose your supplier carefully look at
items, prices, discounts, and as well, the supplier's will-
ingness to advise you on office supply requirements.

17. Have the class visit an office supply business. They should look
at various supplies available. They should also use the visit as
an opportunity to see office furnishings and office equipment
available..

Indicator

18. Have each student write an overnight report stating:

a. the purpose of the visit to the business

b. the purpose of office supplies

c. types of office supplies

d. what office supplies he might use in a business of his choice

e. why controls should be used in handling office s.pplies
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SUBJECT MARKETING

LESSON MKT5 MIDDLEMEN

INSTRUCTOR'S GUIDE

OVERVIEW

Students were introduced to the idea of middlemen in lesson MKT1,
"Introduction to Marketing". In the projectuals.used in: that ,lesson,
the student saw the wholesaler and retailer involved in the channel of
distribution.

The instructor may find some students with considerable knowledge
concerning middlemen. All students will have had experience at the
retail level, but some may be quite unaware of the wholesaler's job and
how he operates. The instrpctor will have to decide how much emphasis
should be given to the stud, of the lesson material.

This lesson is intended rimarily increase the students' aware-
ness of marketing channels, n,t to provide a study of channel efficien-
cies.

OBJECTIVES

1. The students will be 631e to define the terms. "mickilwea" and
"Channels of distribution".

2. The students will be able to list the main: jobs performed by whole-
salers and by retailers.

REFERENCE MATERIAL FOR INSTRUCTOR

1. Archer, Maurice. An Introduction to Canadian Business. Toronto:
McGraw -Hill Co. of Canada Ltd., 1967.
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2. Kelley, Eugene J. Marketing Strategy and Ianctions. Englewood
Cliffs: Prentice-Hall Inc., 1965, ch. 7.

3. Kotler, Philip. Marketing Management: Analysis Planning and
Control. Englewood Cliffs: Prentice-Hall Inc., 1967,
ch. 16, 17.

4. Hill, Richard M. Profit By Your Wholesalers Services. Small
Marketers Aids #140, Washington, D.C.: Small Business
Administration.

5.. McCarthy, E. Jerome. Basic Marketing: A Managerial Approach.
4th ed. Georgetown, Ontario: Irwin-Dorsey Ltd., 1971,
ch. 15 19.

RESOURCES REQUIRED

1. Projectual MKT1-1,
MKT1 -2,

MKT5-1,

2. Arranged tour of a

3. Flip chart.

"Definition of Marketing"
"Fish Marketing"
"Channels of Distribution"

local wholesale outlet.

METHODOLOGY

1. Do not hand out Readings immediately.

OBJECTIVE 1: THE STUDENTS WILL BE ABLE TO DEFINE THE WORDS "MIDDLEMEN"
AND "CHANNELS OF DISTRIBUTION'.

Stimulus

2. Ask the student,.: to name a variety of products which they have
purchased reccntly. List the products on a flip chart.

Ask: "Who produced these products?" List the answers on a flip
chart.

Ask: "Can you trace the path that these products followed from
the producer to the consumer?"
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Clarify Problem

3. Arrange answers to the above questions on a flip chart as follows:

Producer

Product A
Product B
Product C

Path Consumer

To help students specify the path, ask questions as follows:

a. "litho handled the product before it got to you?"

b. "Who owned the product on its way from the producer to you?"
This should encourage students to suggest some businesses in
the path such as wholesaler, transp,ration company, etc.

4. After sketching the paths for a few of the above products, shOw
Projectual MKT1-1, "Definition of Marketing" and discuss.

Point out:

a. that wholesalers and retailers usually handle and own pro-
ducts as they flow from the producer to the consumer.

b. that these wholesalers and retailers are called MIDDLEMEN.

c. that the path a product takes in getting from a producer to a
consumer is called a CHANNEL OF DISTRIBUTION. For example,
wholesaler and retailer make up the channel of distribution
for the soup.

S. Show Projectual ATI-2 "Fish Marketing" and discuss the middlemen
shown.

Provide Im_ormation

6. Hand out the Readings ; read and discuss the Purpose and IntroduL Lion.

PURPOSE

In this lesson you will discuss how products (goods) get
from the producer to the consumer.
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INTRODUCTION

Few people or business firms buy things directly from the
producer (factory or mani'at:..urer). Most products that you buy
for-your family or for your business will ue bought from retailers
or wholesalers. You should know some of the jobs that thcse re-
tailers and wholesalers do. In addition, you should know some of
the different paths that productS can take when they flow (move)
from the producer to the consoler.

7. Read Section 1-of the Readings. Show Projectual MKTS-1, "Channels
of Distribution", as you read this section. Discuss each sub-
section and ask students to provide examples.

CONTENT

1. What is a Channel of Distribution?

a. Definition
The path that a product takes from the time it leaves
the producer until it is in the hands of the final con-
sumer is called a CHANNEL OF DISTRIBUTION.

The people or businesses that handle the: product as it
moves from the producer to the consumer are called MID-
DLEMEN. They handle the goods from the time they '2ave
the producer until they peach the consumer.

A typical channel of distribution may be shown as fol-
lows:

Goods move from

PRODUCER

to

1

[MIDDLEMEN

to

[CONSUMER
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NLKTS 1 Q IANNELS OF DIS'ITZ1BiSi'l ON

SUBJECT

3111,11,11110N11031
MeV

SERIAL NUMBER

1111,11411101.11.311

CHANNELS of DISTRIBUTiON

CONSUMER Si OR(' [-SHOP

ePEOPLE or BUSINESSES
11111911111.11=1111.11=11111111.1.VAINIEMEMENEMENBIZIMEREM

[TECNIFAX(

form No. 267

TECIit.IGE TEMPLIEE TEEHINCE TEMPLATE., TECAI TEMPLATE

TECNIFAX FILE-MILE TRANSPARENCY MOUNT
7 V3" x 10" MASK USE SVa" xi II" FILM

7
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b. Types of Middlerren
The most con= types of middlemen are WHOLESALERS and
RETAILERS.

(1) A WHOLESALER buys products from producers and sells
them to retailers or other businesses.

(2) A RETAILER buys products from producers or whole-
salers and sells -them to end or final consumers.

c. Different Channels of Distribution
There are many different paths or channels for the pro-
duct to follow when it goes from the producer to the
consumer. Some of the most frequently used Channels of
distribution are:

PRODUCER
(FACTORY, MANUFACTURER)

C\J tv)

-J _J
LLI LIJ

ct

E5 E5

1 [

WHOLESALER RETAILER

_J
Li1J

E5

WHOLESALER

RETAILER

CONSUMERS
'(FINAL CONSLMERS,OR BUSINESS CONSUMERS)

(1) Channel i

From producer.7) direct to consumer

This channel, when it is used, is used mostly by
business consumers. Very few final consumers buy
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directly from the producer. For example, when you
buy products for your family you will hardly ever
buy directly from the producer. On the other hand,
if you manage a business you may buy products dir-
ectly from the producer. No middlemen will be in-
volved in that case.

(2) Channel 2

From producer to wholesaler --)to consumer

This is the most cemmon laanel used by business
consumers. Very few final consumers buy directly
from whbieFakfs.

If you manage a business you will probably buy pro-
ducts from a wholesaler. Wholesalers usually sell
only to businesses and, unless a person has a busi-
ness licence, he will have a hard time trying to
buy straight from a wholesaler. In recent years
there has been: a trend towards wholesale or dis-
count houses which sell directly-to the public at
low prices.

(3) Channel 3

From producer to retailer p to consumer

_ .

. This channel is used mainly by final or end consum-
ers. Most final or end consumers buy products from
retailets. Retailers may buy directly from pro-
ducers.

(4) Channel 4

From producer 4 to wholesaler to retailer to consumer

This is the most common channel of distribution for
final or end consumers like you and I. Most pro-
ducts are handled by wholesalers and retailers be-
fore they get to individuals and families.

As you can see, there are several different ways prOducts
can flow from producers to consumers. In most cases
middlemen are involved in the distribution process, but
in some cases they are not.

If you operate a retail business, you will have to decide
from whom to buy your products .(for resale). You will
probably buy most of your products from wholesalers.
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If you run a production business you will have to decide
to.whom you will sell your products. Will you sell dir-
'ectly to the people? Or will you sell through whole-
salers or retailers, or both?

Indicator-

8. Ask each student to write in his own words his definition of
middlemen and channels of distribution. Review the material if
necessary.

OBJECTIVE 2: THE STUDENTS WILL EE ABLE TO LIST THE MAIN JOBS PERFORMED
BY WHOLESALERS AND BY RETAILERS.

Stimulus

1. Write the following statement on top `of the flip chart - "Middle-
men Don't Do Any Good They Just Make Prices Higher For the
Consumer".

Clarify Problem

2. Discuss above statement. Develop lists of the advantages and dis-
advantages of Middlemen. Refer back to Projectuals MKT1-1 and
MKT1-2 to help in making these lists.

3. Read Sections 2 and 3 of the Readings.

2. What Purpose Do Middlemen Serve?

Many people ask, "Why do we have middleman? What use-
ful purpose do they serve?" Some people think prices would
be a lot lower if there weren't any middlemen. What do you
think?

Actually middlemen do some important jobs. Prices might
even be higher if it weren't for middlemen.

a. Useful Jobs Performed by Wholesalers (Middlemen)
Whoieillers usually buy from producers and sell to re-
tailers or other businesses. The following diagram shows
this process:
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LERODUCER

[WHOLESALER

RETAIL OR OTHER
BUSINESSES

Wholesalers perform the folloWing important functions:

(1) They buy from many producers (therefore they have
a wide selection of merchandise), and they buy in
large quantities (therefore prices are usually
lower);

(2) They store and transport the products;

(3) They sell the products in smaller, more convenient
quantities to retailers or other businesses;

(4) They often help retailers with financing and pro-
motion.

These functions are shown in the following diagram:

Producer 1 Producer 2 Producer 3 Producer 4 Producer 5

Buys in large quantities
Buys from many producers
Stores the product

WHOLESALER

Ships the product
Sells in smaller
quantities

Helps retailers with
financing .promotion

Retailer 1 Retailer 2 Retailer 3 Retailer 4 Retailer 5
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Without wholesalers, each retailer would have to buy
from many different producers. Since any one retailer
usually buys in small quantities, he would likely have
to pay a higher price. He would have to store most of
the product, which would be costly. He would also have
no help with financing or promotion. Therefore, prices
would Verry likely be higher if the wholesaler were elim-
inated.' The wholesaler also makes things a lot more con-
venient for the retailer, who can get a wide variety of
products by going to one wholesaler. It is simpler to
deal with one wholesaler than with 10 or more different
producers. Wholesalers are very important middlemen.
When you are in business you will likely buy most of .

the products your business needs from wholesalers.

b. Useful Jobs Performed by Retailers
Retailers are very important businesses in our economy
Most products that individuals buy are bought from re-
tailers,(for example, food, clothes, cars, gas, etc.).

Retailers perform the following important functions:

(1) They store a wide variety of products from which
the consumer may choose;

(2) They price the products, provide delivery, and
perform other services;

(3) They provide the consumer with information about
products (through advertising and salesmen) ;

(4) They bring the right products to a place that is
convenient to the customer.

These functions are shown in the following diagram:

Producer Wholesaler 1 Wholesaler 2

Buys a wide
variety of products

Provides other
conveniences

RETAILER
Displays, stores,
prices Ei promotes
the product

Consumers
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It would be very inconvenient if you had to go to 50
different producers or wholesalers to buy the things you
and your family need.

It is much easier to go to one (or two) nea/by retail
businesses and get all the products you need. Retailers
make shopping muds more convenient.

3. Summary

Channels of distribution are made up of middlemen who
do the jobs needed to get products prom producers to con,-
suners.

Middlemen are very important. They make buying more con-,
venient (and in most cases less expensive) for both business
consumers and final or end consumers.

4. Discuss the Readings. Students sometimes have difficulty in
seeing that wholesalers can actually reduce prices. Students
should look at all the jobs which are done by wholesalers. 'If
there were no wholesaler, who would do the job? Could it be done
cheaper by someone else? In most cases, the costs of the retailer
and the producer would go up if they were to perform the jobs which
are done by wholesalers.

S. Arrange a tour of one or more different wholesale businesses with
which students may later do business (grocers, hardware, etc.).
Arrange, if possible, for students to be able to ask questions
after the tour.

Indicator

6. Ask each student tc list four main jobs of a wholesaler and of a
retailer.
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SUBJECT BUSINESS LAW

LESSON BL7 SPECIAL CONTRACTS: THE SALE OF GOODS

INSTRUCTOR'S GUIDE

OVERVIEW

The content of this lesson covers a wide scope of the law gov-
erning contracts of sale. The lesson deals briefly with the absolute
or ordinary sale, conditional sale, bill of sale, chattel mortgage and
bulk sale.

It is suggested that the instructor who is not too familiar with
this field review the reference material suggested.

The lessoncontent will be easier for the students to learn if the
instructor provides examples to illustrate the different types of sale
contracts. Using actual examples can make the material easier to un-
derstand and more relevant to the students' needs.

It is important that the students recognize that they can only
have a passing acquaintance with this field of law and that they will
need the help of a lawyer in drawing up any involved contracts.

OBJECTIVE

The students will be able to identify types of sales contracts
and they will be able to show how to protect themselves in each type
of sales contract.

REFERENCE MATERIAL FOR INSTRUCTOR

1. Anger, W.A. Su.umiary of Canadian Commercial Law. Toronto: Sir Isaat
Pitman (Canada) Ltd., 1962, pp. 236-288.
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2. Chapman, F.A.R. Fundamentals of Canadian Law. Toronto: McGraw-
Hill Co. of Canada Ltd., 1965, pp. 179 204.

RESOURCES REQUIRED

1. The following legislation from your province:

a. Conditional Sale ACt
b. Bulk Sale Prt
c. Bill of Sale Act
d. Chattel Mbrtgage Act

2. Resource person lawyer or other person knowledgeable about
contracts.

METHODOLOGY

1. hand out the Readings; read and discuss the Purpose an'?. Intro-
duction.

PURPOSE

This lesson will briefly review four different legal ap-
proaches to the sale of goods, plus one way of taking security
on a chattel.

INTRODUCTION

Regardless of the type of business in which you will.be in-
volved, it is likely to include the sale of some merchandise or
goods. Throughout the course the idea of sale of merchandise
has been discussed. But so far we have not been concerned with
the legal aspects of the sale of goods. This lesson deals with
the provisions which provide for the protection of the vendor
(seller) and the buyer.

The sale of goods is actually a contract. It is sometimes
called a special contract since it deals with a specific area.

In this lesson you will discuss contracts that deal with
the methods of transferring ownership of goods from the vendor
to a purchaser.
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Since each sale a businessman makes is a contract, it is
important for the businessman to know the various aspects of
making sales and the ways he might protect himself.

The lesson will consider the four main classes of sales with
which the businessman should be concerned.

OBJECTIVE: THE STUDENTS WILL BE ABLE TO IDENTIFY TYPES OF SALES
CONTR,,:TS AND THEY WILL BE ABLE TO SHOW HOW TO PROTECT
MEM-ELVES IN EACH TYPE OF SALES CONTRACT.

Stimulus

2. Ask students:

a. "If you purchase a used ear from someone, are you assured
o=wnership of the car if you get possession?"

b. "If you purchase the :inventory of a 'going' business, are you
assured of setting clear title to the goods?"

Clarify Problem

3. Discuss the. two queStions. Students may have had experience re-
lated to either of these questions and should be encouraged to
share their experiences.

Instructor should make-Surd students distinguish the difference
between ownership and poSsessian. A person may own and possess
some goods. He may own goods but not have physical possession, or
he may.have physical possession and not own the goods. .

Provide information.

4. Read Sections 1 and 2.

CONTENT

1. Types of Sales Contracts

The four classes of contracts which deal with sale of
goods are:
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a. absolute sale (ordinary sale)
b. conditional sale
c. bill of sale
d. bulk sales

The chattel mortgage affects a change of ownership in goods
and is quite similar to the bill of sale except that it is
normally for the purpose of, security an a loan.

2. Absolute Sale (Ordinary Sale)

The law governing the sale of goods is a branch of con-
tracts. Since there are some special rules regulating the
sale of goods, each province, except Quebec, has enacted
legislation regarding sale of goods.

a. Definition
An absolute sale or ordinary sale occurs when the sel-
ler transfers or agrees to sell the ownership of goods
or merchandise to a buyer for a money consideration.

(1) If the transfer of ownership occurs immediately
the transaction is called a sale.

(2) If the transfer of ownership takes place at a later
time, the transaction is called an agreement to
sell. The sale does not take place until a speci-
fied time or until a specific condition is ful-
filled.

The ownership of the goods is an important consider-
ation since, in case of the loss of the goods, one must know
whether the vendor or the purchaser is the owner of the goods.
It is the intention of transfer which is important when was
the ownership intended to be transferred. If a car dealer
sells a person a car and is paid, there is no doubt that the
ownership is intended to be transferred immediately. If the
car dealer sells a person a car with the understanding that
it will be painted before the purchaser receives it, the
ownership is still with the cardealer unless they agree
otherwise',

Loss of goods is.normally the seller's loss until owner-
ship has passed to the buyer. Den the buyer has the risk,
whether or not delivery has taken pi ac-;.

This brief discussion of the ordinary sale does not
cover the topic completely; also included are the delivery of
goods (time, place, quantity), acceptance of goods, payment
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price and the actions which could be taken if the contract
is not honoured by either seller or buyer. However time does
not permit going into these topics in detail.

Discuss the ordinary sale and relate to the conditions of a con-
tract. Students should see that each sale in a store is in fact
a contract. Since transfer of ownership and possession occurs
imnediately, there is usually no problem.

Ask students: "How can a seller of a television who sells with
only a small down payment protect himself against non-payment for
the television?" Discuss.

6. Read Section 3 of the Readings.

3. Conditional Sale

A conditional sale is made by a seller to a buyer with
the understanding that ownership does not pass to the buyer
until a specific condition is fulfillecL Usually the buyer
receives the goods and has possession of the goods but he
does not have ownership until the condition'is carried out.

The most common type of conditional sale is that in which
the ownership remains with.the seller until the price is paid.
Very often this may involve payments__ of the goods by instal-
ments.

The conditional sale is often used in the sale of manu-
factured goods, cars, machinery, household and office.furn
iture. The conditiOnal sale permits the seller to give the
buyer some credit terms without giving ownership. If payment
is not made, it is easier to get the goods back than with
some of the other sales methods.

There are various types of conditional sales.

a. The lien, note method is a promise to pay a stated price
by instalments with ownership remaining with the seller.
It provides for the risk of loss of goods to be carried
by the buyer and it further provides that should pay-
Ment not be made, the buyer is responsible for any ex-
pense involved in giving the seller possession of the
goods.' It usually provides that the seller can re-sell
the goods and if the sale price is not enough, he can go
back to the original buyer to make up the difference.
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b. Another type of conditional sale is the hire- purchase
agreement. The buyer agrees to hire or rent. the goods
with an option to purchase the goods at a fixed price
at the end of the lease period. Thepayments of rent
are then applied to the purchase price. If the rent is
not paid, the seller gets possession of the goods.

The conditional sales contract must be in writing. The
contract must also be registered in a special office of the
government.

It is important before buying used goods, cars, etc.,.
to check in this office to see if the goods are registered
as having been originally sold under a conditional sales con-
tract. For instance, if you buy a used car from an individu-
al you should check to see if the seller actually owns.the
goods. He may have possession because he is buying under
conditional sales but he may not have ownership so he is not
allowed to sell the goods as if he owned them.

If a conditional sale exists but it is not registered,
the person buying the goods would have' lawful ownership and
the original seller would be in troUble. If, however, the
goods are registered and the second buyer does not check for
a registration, he may pay for goods to which he cannot get
ownership since the goods are still owned by the original
seller.

7. Discuss Section 3. Students should see that under a conditional
sale where the ownership remains with the seller, it is possible
to repossess a car or television even if it is on the reserve.
(Section 89 (2) of the Indian Act.)

This can be important for students who, in the course of business,
will deal with people on reserves.

8. Read Section 4 of the Peadings.

4. Bill of Sale

The piece of paper which a buyer receives when he makes
a purchase is called a sales slip or a receipt. The bill of
sale is a more formal document which is required when some-
one buys something but does not receive possession immedi-
ately. For example, if you buy a car for cash from someone
but you decide to leave the car with the seller for two weeks
more, you need some proof that you have purchased the car.
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There is a possibility that the seller of the car would try
to sell the car to someone else, in which case, you need
proof that you are the real owner of the car even if you do
not have possession.

A bill of sale is not needed when ownership and posses-
sion are both transferred immediately as is the case in most
sales. The contract of sale is enough. A bill of sale is
necessary only if the seller keeps possession of the goods
for some reason. The bill of sale is necessary because the
person in possession of the goods appears to be the owner of
them.

To be legal, a bill of sale must be in writing and it
must be registered with the office responsible for this in
each province. It must be signed by the seller and witnessed
by the bUyer and another witness.

It isimportant to note that the person who buys goods
against which there is a registered bill of sale will have
to return the goods to the true owner. The search for a
registered bill of sale is therefore important.

9. Discuss Section 4. Students should see the bill of sale as a
means of-protection when goods are purchased but physical posses-
sion is not immediately obtained.

10. Redd Section 5 of.the Readtngs.

5 Chattel Mbltgage

The chattel mortgage is very much like the bill of sale.
It is a docunent which is given by a borrower to a lender
when certain goods are taken as security. Let us take the
example of a person who owns a car worth $1,000.00. Suppose
the car is fully paid for, and the owner wants to borrow
sore money against the car. The chattel mortgage is the
docunent which gives the lender of the money the ownership
of the car in return for the loan. The possession would re-
main with the borrower.

To protect himself against the possible sale of the car
to someone else, the lender must do the same as with the bil
of sale. He must register the chattel mortgage with the
appropriate office in each province.
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The chattel mortgage document states ice payments which
must be made, to pay off the loan. In case payments are
not made, the lender has the right to enter the borrower's
premises, s-Aze the goods, to sell them and to sue the bor-
rower if the price is not sufficient to pay off the loan.
The lender must however give the borrower 20 days in which
he has the opportunity to redeem the goods.

11. Discuss Section 5. Students should see that the chattel mortgage
is not a contract of sale in the usual sense but it does provide
for a change in ownership.

12. Read Section 6 of the Readings.

6. The Bulk Sale

The bulk sale is q special type of sale which is of in-
terest to anyone who is purchasing an existing business.
The bulk sales contract is a contract to'buy either a part or
the entire stock or inventory of a business.

The purpose of the Bulk Sales Act is to prevent a person
(merchant or other type of business) from selling his in-
ventory or stock in bulk so as to leave his creditors unpaid.
The Act prevents the Seller from retaining the money which
he owes to creditors and it prevents him .from paying some
creditors and not others.- The Act provides for a fair dis7
tribution among the different creditors.

It is the buyer's responsibility to see that the cred-
itors are paid. The method of dealing with the purchase of
bulk stock of an existing business is to obtain from the
seller a sworn list of names, addresses and amounts owing to
all creditors.

If the amount of money paid for the goods is not enough
to pay the creditors then the creditors must consent to the
sale or the purchase price must be given to a trustee (lawyer
or someone else) who will distribute the money among the
creditors.

.13. Discuss Section 6. Students should consider the effects of the
Bulk Sales Act if they were to purchase an existing business.

14. Read Section 7 of the Readings
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7. Summary

The above discussion of the classes of contracts which
deal with the sale of goods is only an introduction to these
topics to give you an idea of the types of sales which exist.

A lesson in this course cannot cover all that there is
to know about these topics. Should you have problems in
these areas, it is best to consult a lawyer who will proVide
the information required to prevent you from making very
costly mistakes.

Indicator

15. HaVe students discuss the type of special sales contract which
might be involved in each of the following:

a. You purchase a used car and pay for the car in cash.

This is aa ordinary sale, but the purchaser should
search the appropriate offict in hiS province to
determine if there is a conditional sale, bill of
sale, or chattel mortgage registered against the car.

b. You purchase a 50% interest in a general store.

The buyer must comply with the Bulk Sale Act. The
Act puts the onus on the buyer to obtain a declar-
ation about the creditors of the business and to en-
sure that the creditors are not defrauded.

c. You purchase your neighbour's truck for $600.00 cash with
the understanding that he can still.use it for ?,.months un-
til he finished the work he has started.

The buyer must obtain a bill of sale if the truck is
purchased for cash. This bill of sale must be regis-
tered if it is to protect the purchaser against the
possible sale of the truck to someone else.

d. Your neighbour owns a car valued at $1,200.00 which he has
paid for in full. He needs $600.00 in a hurry and approaches
you for the money. What type of document should you prepare
to give you security for the $600.00 you loan him.
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The lender must obtain a-Chattel mortgage which leaves
the possession of the car with the neighbour but gives
ownership to- the lender. The chattel must be regis-
tered. When the loan is paid off, the lender returns
the ownership of the car to the neighbour.

e. Ask students for examples of other situations and let them
determine the type of sales contract they would use and how
they would protect themselves..

16. The instructor can make arrangements for a lawyer or other person
who is knOwledgeable.about contracts to act as a resource person
in the near future, at which time the students could discuss the
Whole area of contracts. An alternative is to leave the visit of
the resource, person to the last Business Law lesson and have stu-
dents discuss all aspects of business law. Another approach is.
to get a resource person in now for a discussion of contracts and
another later for a discussion of other aspects of business law.
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SUBJECT At /lRKETING

Il3SSCA 1\il<T6 PURGI.A,SING

INSTRUCTOR'S GUIDE

OVERVIEW
4

Purchasing is an important function in any business' which handles
products. Whether the business buys for resale or for its own use in
a manufacturing operation, the problems of buying the right quality and
quantity, at the right price and time, is el= present.

This lesson introduces the students to the,terms and forms used in
purchasing.. The students should realize that a lot of knowledge and skill
are involved in doing a good job of purchasing. As future businessmen
who. will be involved in purchasing, they will need to study the needs of
their customers. Often, help will be available from the wholesale who has
extensive eXperience.' .However, there is no substitute for the personal
knowledge which the bUsinessman must acquire about the needs. of his cus-
tomers. The sales of the businesses will depend on the businessman's
ability to purchase the products he needs at the right price at the
right time.

OBJECTIVES 4

1

1. The students Will discuss the factors that must be considered in.
. purchasing merchandise for iesale.

2. The students will correctly complete a purchase order form:

REFERENCE-MATERIAL FOR INSTRUCTOR

1. England, Wilbur B. The Purchasing System. Homewood, Illinois:
Rithard D. Irwin, 1967, ells. 1, 2, 3, 5, 6, 7, 8, 9, 10, 11.
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2. Kelley, Pearce C. et al. How to Organize and Operate a Small
Business. 4th ed. Englewood Cliffs, N.J.: 'Prentice-Hall,
Inc., 1968, pp. 330 - 351.

RESOURCES REQUIRED

1. ProjeCtual NKT6-1, "The Buying Jobs"

2. Blank purchase Order form (1 for each student). Obtain from a
wholesaler.

METHODOLOGY

1. Do not hand out the Readings immediately.

OBJECTIVE 1: THE STUDENTS WILL DISCUSS THE FACTORS THAT MUST BE
CONSIDERED IN PURCHASING MERCHANDISE FOR RESALE.

Stimulus

2. Ask the students to volunteer personal knowledge of situations where
small businesses got into trouble because they did not know very
much about purdhasing.

Ask: "What are some important factors which you would take into
consideration if you were buying merchandise for your small
business?" List the suggestions on the flip chart.

Clarify Problem

3. Show Projectual MKT6-1, "The Buying Jobs".

Discuss the buying, jobs, relating them to the points made by the
group.

Provide Information

4. Hand out the Readings and read the Purpose and Introduction.
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Nino -; THE BUYING JOBS

SUBJECT

311.1031 37N1H231

Lr I FAIrg
re

Form No. 267

SERIAL NUMBER

31V10131 3711111331

THE BUYING JOBS

Determine the RIGHT

Merchandise
Quantity
Price
Time
Colors, Style, etc.

:4 rm mivE . :TECNINOE , to,LATI :

TECNIFAX FILIABLE TRANSPARENCY MOUNT
71i" x 10" MASK USE VA" 1 1" FILM

1E INCE TEMPLATE
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In the lesson you will learn some ways to-decide what merchandise
yoU should purchase, where and when it should.be purchased, and how
you should order it.

Knowing what merchandise to buy, how much, from whom and when
to buy it are vital to the operation of a small business.

It is very important to avoid mistakes when ordering merchandise..
If products are not available when customers want them, customers
may go elsewhere. In addition, it is costly to have to store large
amounts of slow-moving merchandise. Usually the owner-manager of a
small business buys goods for resale in moderate amounts. He does this
because he is not likely to have enough money to keep large amounts of
merchandise on hand.

5. Read Section 1 of the Readings.

CONTENT

1. Buying the Right Merchandise

When you are managing a business make sure you know what
your customers need and want. You will not sell very much unless
you have the products your customers want.

'Here are .some questiOns you should ask yourself when buying
merchandise:

a. Will my customers see that the merchandise is useful to them?
b. Is the merchandise of good quality?
c. Does the supplier have a good reputation?
d. Is the price of the merchandise reasonable?

6. Ask students if there are additional factors which they should consider
in buying merchandise.

Some additional points that may be considered when buying merchandise:
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a. the profit potential of merchandise
b. the sales support needed
c. the suitability of the merchandise in respect to other products

being sold.

7. Read and discuss Sections 2 and 3 of the Readings.

2. Buying Merchandise at the Right Time

a. Basic Merchandise
This merchandise must be on hand in the business all the
time. For example, in a grocery store you should always-
have some bread, milk and butter on hand.

b. Seasonal Merchandise
This merchandise is bought only at a certain time of the
year because it can be sold only at certain times. For
example, in any type of store you would not purchase
Christmas trees for sale during the summer months.

It is your responsibility as manager to plan ahead when
buying from suppliers. This means that you should.be sure you
always have enough of the basic merchandise on hand to meet customer
needs. You should also plan your orders of seasonal merchandise
so that it arrives and is available .for sale at the most approp-
riate time of the year.

3. Buying Merchandise at the Right Place

There are two main suppliers of merchandise for you to choose
from: .a manufacturer or a wholesaler. You must choose the
supplier that can give you the quality of goods that your customers
will buy, can offer the lowe:t prices and terms of sale, and will
provide the most dependable delivery to your business.

a. Buying from Manufacturers

Advantages

(1) The merchandise may be fresher and the styles newer.
Because they are always in touch with managers like
yourself, manufacturers try to change their merchandise
to suit the most recent customer needs.

(2) When you deal directly with the manufacturer you will
be eliminating the wholesaler's profit and sometimes
you get quicker delivery.
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(3) If you want special merchandise it is better to go to
the manufacturer. A wholesaler does hot usually carry
special merchandise because he must deal with many
different businesses.

b. Buying from Wholesalers

Advantages

(1) You can get a wide variety of merchandise' from whole-
salers. The wholesaler buys merchandise in large quan-
tities from many different manufacturers because he gets
discounts for large orders. The wholesaler then sells
this Merchandise in smaller quantities to small busi-
nesses.

(2) With some merchandise, the wholesaler does the same job
for your business as you do fbr your customers. That
is, when wholesalers buy from the manufacturers, they
select what they think you can sell and then store it
for you until you want to buy it. This is both conven-
ient for you and helps to reduce your costs.

(3) Wholesalers tend to give small businesses extra services
not normally offered by manufacturers.

Some examples are:

(a) easy credit terms
(b) bookkeeping assistance
(c) providing personal services through salesmen
(d) providing the manager with reliable information

about the market potential of various products,

Indicator

8. Ask students what factors they would
for a general store? for a clothing

Ask what factors they would consider
camp? purchasing stock for a remote

consider in buying__ clothing
store?

in buying supplies for a tourist
community general store?

OBJECTIVE 2: THE STUDENTS WILL CORRECTLY COMPLhiE A PURCHASE ORDER FORM.
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Stimulus

1. Ask students what essential information they would inc:lde on a
purchase order to a wholesaler.

Clarify Problem

2. List students suggestions on a flip chart and discuss.

Provide Information

3. Read and discuss Sections 4 and 5 or the Readings.

4. How to Buy the Merchandise

Orders are placed by use of a p2rchase order. A purchase
order is a legal contract between you and your supplier, where-
by the supplier agrees to sell you certain items of merchandise.

On looking over his merchandise, John Thomas, the owner
manager of a small store in Willow Point found he was low on a
few grocery items. He made out a purchase order as shown on

the following page.

A purchase order should proyide the following information:

a. Date: Write in the date the order is filled out.

b. Order Number: You.fill this number in yourself. You will
usually start with ORDER NO. 1 on your very first order,
then No. 2 on the-second'order, etc.

c. Ship To: Write the name of your business and your address,

Example: Ship To: John Thomas Store
P.O. Box 29
Willow Point; Manitoba

d. To: Write the name.of the supplier you are buying the
merchandise from,

Example: To:

845
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PURCHASE ORDER

(d) To:

Anlei &661241'

J/. /. I.1 46( 4/44 .4

(i) Please Take My Order for the Following:

ntit Code

/Aa 0/- 0(40

/ Astaz 01 -c2Q1-0

6 ,caxim of -27/5

caae. /7 -7195

tau, -35

Description

(a) Date

(b) Order No.

(0-- Date Required

(f) Ship Via

(g) F.O.B. -Adil

(h) Terms /Al 41.d..50

NcON Price/Case Total

1.8o 1;80

S,18
3, .2o

'7,75
7.Lo

5,18

161,20

7,75-

7,60
4q,53

(J) )410216U.
(Signature)
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e. Date Required: Delivery dates are important because your
...-------rme.Felandise must arrive before your customers need Jr want

to buy it. Ordering your supplies early will give the
supplier a chance to meet your deadline.

f. Ship Via: Here you should tell the supplier how you want
your goods sent to your business:

(1. A. r (C.P. Air)
(2) (C.N. Rail)
(3) Truck (Walter's Trucking Company)

g. F.O.B. (Free on Board): When m_Irchandise is ore::ed,
must be decided who will pay the shipping costs. 7her.'

are three ways merchandise can be shipped:.

(1) F.O.B. Supplier's Shipping Point (Example: F.0:3.
Winnipeg). The supplier is responsible for the goods
until they are delivered to or picked up by the trans-
portation company. The responsibility for the goods
passes to you and you must pay the freight charges
from there to your business.

(2) F.O.B. Your Business (Example: F.O.B. John Thomas Store)
The supplier pays all the transportation charges and is
responsible for the goods until they arrive at your
business.

(3) F.O.B. Your Town (Example: F.O.B. WilloW Point)
The supplier pays all the freight charges to the town
that you have your store in. Wheh the goods arrive
in the town the responsibility for the goods passes
to you and you pay for the delivery charges (if any)
from the station to your business.

h. Terms (Suppliers' terms of Sale): This refers to the length
of time that suppliers give you to pay for merchandise.

For example, if the terms 'axe "1/10'net 30" and the invoice
is dated June 1L, this means you may take off 1% of the
total bill if it is paid within 10 days (or by June 20); if you
you do not take advantage of the 1% discount, you must pay
the total bill in 30 days (or by July 10.)

Usually you know what the suppliers terms of sale are before
you decide to buy the goods from him. But sometimes you can.

negotiate tho terms with him to suit your needs.
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i. Quantity, Code, Description, Price, Total: This is the
main part of the purchase order form. -In this section you
should state the name and code of the item, the quantity
required and the size of boxes, tins, or bottles, the
price of each item and the total price.

SignatLre: You must sign the purchase order form so that
if it is accepted by the supplier it becomes a legal
contract. In case of a dispute, the signed purchase order
can be used as evidence in court.

5. Summary

In lesson MKT4, "The Right Product and Right Service"., you
discussed the need to determine the types of products to stock
and the value of providing good service to your customers.. In
this lesson you have had the opportunity to discuss what to
order, where to order, when to order and how to order. It is
important that you carefully plan each one of these things to
ensure that you have the proper goods available for sale when
they are needed.

Ordering may seem like a simple matter but unless handled
properly, errors can result. Errors could mean that you do not
have certain goods available for sale when they are needed and
customers go elsbwhere. Errors can also be costly if you
receive (and must pay for) large amounts of.slow-moving goods
and store them for long periods of time.

Proper management of purchases can help your business to
be more successful.

Indicator

4. Refer students to the blank Purchase Order form'in the Readings or
provide them with a form obtained from a wholesaler. Have them fill
out the form with the following information:

a. Date: Today's date

.b. Order No.: 12

c. Purchaser: John's Store
Poplar Point, Manitoba

d. Supplier:

e. Date required:

f. Ship Via:

Scott's Wholesaling Co.
2020 Downing Street
Winnipeg, Manitoba

10 days from this date

C D Trucking,
Winnipeg, Manitoba.
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T.0-B.

h. Terms:

i Quantity

Poplar Point

2/10, n/30

Description Price/unit Total

7 shirts $ 4.00/each $ 28.00

2 boots 10.00/pair 20.00

6 pants 5.00/each 30.00

24 cans beans .20/can 4.80

12 tins tobacco 2.50/tin 30.00

48 cans milk .25/can 12.00
$124.80

,VOTE: Students should be aware that they must give a complete des-
cription of shirts, boots and pants giving size, colour, style,
etc. for each.
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PURCHASE ORDER

(a) Date (today's date)

(b) Order No. 12

(c) Ship to John's Store

Poplar Point

Manitoba

(d) To: Scott's Wholesaling Co.

2020 Downing Street

Winnipeg, Manitoba

(10 days from
(e) Date Required today's date)

(f) Ship Via C D Trucking

(g) F.O.B. Poplar I-knt

(h) Terms 2/10, n/30

Please Take My order Fol The Following:

(i) Quantity Description Price/unit Total

7 shirts $ 4.00/each $28.00
2 boots 10.00/pair 20.00
6 pants 5.00/each 30.00
24 cans beans .20/can 4.80
12 tins tobacco 2.50/tin 30.00
48 cans milk .25/can 12.00

Total $124.80

'

,Signature
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SUBJECT FINANCE, ACCOUNTING, BOOKKEEPING

LESSON FAB13 BOOKKEEPING REVIEWED

INSTRUCTOR'S GUIDE

OVERVIEW

The student has been away from FAB lesSons for a period of time.
This lesson is to

1. refresh the student on the bookkeeping techniques and principles
studied to date;

2. show the total bookkeeping system as an integrated system, not just
parts.

When doing this lesson and accompanying case, the student should
be encouraged to review the lessons FAB3 to FAB12 on his own. Try to
have the students explain, clarify, and help each other as much as
possible, rather than having them rely on you, the -instructor, to do
these tasks.

OBJECTIVE

Given financial data about a business, the student will set up and
use a set of books in order to prepare a Balance Sheet-and a Profit and
Loss Statement for that business at the end of a stated accounting per-
iod.

RESOURCES REQUIRED

1. Case FAB13-1, "Jacob Stone"
2. Lesson FAB3 to FAB11 Readings.
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3. Prejectual FAB13-1, "Bookkeeping Reviewed".

METHODOLOGY

1. Hand out Readings.

2. Read Purpose and Introduction and discuss.

PURPOSE

In this lesson you will review the bookkeeping practice you
have learned in FAB lessons 4 to 11.

INTRODUCTION

It is sometimes said that the records of a business are the
"eyes" of the business. Through his records, the businessman is
able to see the financial position (101N much is owned by the busi-
ness and how much is owed by the business) at any point in time,
and-also determine whether or not the business has made or has
lost money during a certain period of time. It is therefore im-
portant that you are familiar with and can use proper bookkeeping
technicu:as.

OBJECTIVE: GIVEN FINANCIAL DATA ABOUT A BUSINESS,THE STUDENT WILL SET
UP AND USE A SET OF BOOKS IN ORDER TO PREPARE A BALANCE
SHEET AND A PROFIT AND LOSS STATEMENT FOR THAT BUSINESS AT
THE END OF A STATED ACCOUNTING PERIOD.

Stimulus

3. Ask one of the students to briefly outline the bookkeeping cycle
studied to date.

Clarify Problem

4. List the student's answers on the flip chart.

Answers should contain the following:

a. prepare opening balances
b. journalize and post opening balances

852'



FAB13

c. prepare ordinary business transactions .

d. journalize and post business transactions
e. take a Trial Balance
f. complete a Work Sheet .

g. prepare the financial statements
h. jouraalize and post the closing entries
i. take a post-closing Trial Balance.

5. Show Projectual FAB13-l. (Point out each step listed in point 4
above as it is shown on the projectuaL)

Provide Information

6. Read Sections 1 to 5 of the Readings.

After each section refer to the FAB lesson the student can look
at in.order to obtain additional information. Ifnecessary read
the, appropriate lesson in order to clarify problem areas. Below
is a cross-reference of the Readings section and the appropriate
FAB lesson for additional information.

FAB13 Readings Section Previous FAB Lessons

Section 1

Section 2

FAB3 What Is a Business Worth?
FAB4 Starting the Bookkeeping System

FAB5 Recording Business Transactions
FAB6 Recording Revenues E Expenses
FAB7 Taking the Trial Balance

Section 3 FAB8 the-Work Sheet

Section 4 FAB9 Elementary Profit E Loss State-
ment

FAB10 Elementary Balance. Sheet

Section 5 FAB11 Recording Closing Entrie
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CONTENT

1. Analyzing Business Transactions

A business transaction is an exchange of values that
causes changes in the assets, liabilities, or net worth of
a business. Since transactions cause changes in the assets,
liabilities, or net worth, they may be classified by the man-
ner in which these items (assets, liabilities and net worth)
are affected. When analyzing business transactions it would
be wise to keep in mind the fundamental accounting equation:

ASSETS = LIABILITIES + NET WORTH

a. An asset increase is accompanied by one of the following:

(1) An asset decrease
(2) A liability increase
(3) A net worth increase.

b. A liability decrease is accompanied by one of the fol-
lowing:

(1) An asset decrease
(2) A liability increase
(3) A net worth increase.

c.. A net worth decrease is accompanied by one of the fol-
lowing:

(1) An asset decrease
(2) A liability increase
(3) A net worth increase.

In actual business transactions, combinations of these
fundamental types are commonly found. No matter what trans-
action takes place, the fundamental accounting equation
(ASSETS = LIABILITIES + NET WORTH) must remain in balance.

It is easily seen that a system for recording the changes
in the assets, liabilities or net worth must be set up. For
this purpose an account is setup for each asset, for each
liability, and for each net worth, and the Changes are re-
corded in these accoUnts.

In bookkeeping an account is a device used to show the
increases and decreases of some specific asset, liability, or
net worth item. The account contains information about the
business transactions that affected that asset, liability,
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or net worth item only. Exact information about any one item
can then be obtainedquickly from the information summarized
in the account for that item.

When recording the information about a business trans-
action into a particular account, you must determine whether
the transaction increased or decreased the value of that
item. The conventiarul method for doing thiS is as allows:

a. Increases in assets are recorded on the left side of the
account.

b. Decreases in assets are recorded on the right side of
the account.

c. Increases in liabilities and net worth are recorded on
the right side of the account.

. Decreases in liabilities and net worth are recorded on
the left side of the account.

In accounting the left side of an account is called the
DEBIT side and the right side of an account is called the
CREDIT side. Using the debit and credit sides of an account,
the increases and decreases can be shown as follows:

WHEN TO DEBIT AND WHEN TO CREDIT

(Increases in Assets
DEBIT (Decreases in Liabilities)

(Left Side) (Decreases inNet Worth )

(Decreases in Assets
CREDIT (Increases in Liabilities)

(Right Side) (Increases in Net Worth )

The key to using the words "debit" and "credit" lies in
remembering that debit means left and credit means right.
To debit an account, the amount is placed on the left side of
the account, and to credit an account, the amount is placed
on the right side of the account.

Remembering that the fundamental accounting equation
(ASSETS = LIABILITIES + NET WORTH) must always be in balance;
it is easily seen that an increase must be balanced by an
equal decrease.

The record of each transaction, called an entry, must
always have debits equal to credits. This does not mean that
each debit must be balanced by a credit of an equal amount,
but the total debits for a given transaction must be equal
to the total credits.
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When analyzing P. business transaction ask your-
self these questions:

a. What accounts are affected?
b. Are the accounts assets, liabilities, or

net worth?
c. Are the accounts increased or decreased?
d. Should the increase be recorded by a debit

or a credit?
e. Should the decrease be recorded by a debit

or a credit?

2. Recording Business Transactions

Once you have analyzed the business transaction and have
determined which accounts are affected which accounts are
increased and which are decreased, which are debited and
which are credited you are ready to record the information
into your books.

The first book you will enter the information into is
called a Journal, or is sometimes referred to as a book of
original The Journal is a book in which a record of
all the: business transactions is made as they occur. It is
a chronolOgical record of all the business transactions. your
business is engaged in. You might think of it as a finan-
cial diary.

When you write the transactions into the Journal you
must record the date of the transaction, the accounts af-
fected and the amount to be debited or credited to each ac-
count. For each transaction the total debits must equal
the total credits.

After recording the transactions-into the Journal, you
must bring the accounts affected up to date. As the business
continues its operations, the assets and the liabilities will
change. Some of these changes will not have any affect.an
increases or decreases in the net worth. The written records
must show clearly the present balances in all accounts.
Therefore, the information recorded in the Journal must be
transferred to the accounts affected. The process of trans-
ferring the debits and credits from the Journal to specific
accounts in the Ledger is known as posting. Posting is kept
as nearly up to date as possible.
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When posting the Ledger accounts, you must remember that
the information being recorded in that account is the only
part of the transaction that affects that account. There- .

fore, a debit entry in the Journal is posted as a debit entry
in the Ledger account. Likewise a credit entry in the Journal
is pos Lad as a credit entry in the Ledger account. When all
the posting is coMpleted, the total of the debit balances of
the Ledger accounts must equal the total of the credit bal-
ances of the Ledger accounts. This is so, because after
posting the complete transaction, you will have made debit
and credit entries in at least two accounts for each trans-
action.

In order to check your posting, you should take'a Trial
Balance. A Trial Balance is simply a listing of the accounts
showing their balances (debit or credit). After listing the
accounts and their balances, the debits are totalled and the
credits are totalled. The total debits must equal the total
credits; if these do notlyou have made an error and must cor-
rect it immediately. After correcting the error, again take
a Trial Balance to make sure the. total debits equal the
total credits.

3. The Work Sheet

The Work Sheet is a columnar device which enables the
account balances to be arranged into Balance Sheet and Pro-
fit and Loss Statement items.

The Work Sheet you have been using up to now in the
course is a six-column Work Sheet (it has 3 pairs of columns).
The first ya.ir of columns. is .the Trial Balance taken from
the Ledgel. The second pair of columns is for the items that
make up. the Profit and Loss Statement, while the third pair
is for the items listed in the Balance Sheet.

a. Steps in Preparing the Work Sheet
The following are steps to follow in the preparation of
the six-column Work Sheet.

(1) Write the heading on the Work Sheet stating the
name of the business and the dEte of the-end of the
period covered by the Work Sheet.

(2) In the Trial Balance columns, enter the balances
of the Ledger accounts as they appear before closing
entries are made. Add the debit and credit columns,
which must have equal totals.
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(3) Distribute the revenue and expense accounts to the
Profit and Loss Statement column, and the asset,
liability, and net worth accounts to the Balance
Sheet column.

(4) Calculate the net profit or net loss by finding
the difference between the debit and credit columns
of the Profit and Loss Statement section of the
Work Sheet.

A net profit will be the result when the total of
the credit colunn is larger than the total of .the
debit column. The net profit is the amount of the
difference. Add the difference to the total of
the debit column in order to balance the debits and
credits.

A net loss will be the result when the total of the
debit column is larger than the total of the credit
column. The net loss is the apount of the differ-
ence. Add the difference to the total of the cred-
it column in order.to balance the debits and credits.

(5) Extend the net profit (a credit) or the net loss (a
debit) to the Balance Sheet columns. A net profit
(a._ credit) is entered in the debit column; a net
loss (a debit) is entered in the credit colunn.

(6) Add the debit and credit columns of the Balance
Sheet sections, which must have qual totals.

b. Purposes, Uses and Advantages of Using a Work Sheet
IfieThork Sheet is a device used to assist in the prepar-
ation of financial statements. Its arrangement simpli-
fies the preparation of the statement by providing for
the separation of-Balance sheet accounts' from operations
accounts, and provides a convenient place for calcu-
lating the net profit. Below is a list of the purposes,
uses, and advantages of using a Work Sheet.

(1) The usual form of the Trial Balance is provided to
determine whether the debits and credits in the
Ledger are equal.

(2) A summary of the accounts is provided whICh shows
the results of the accounting period, and gives
the manager an overall view of the business.

(3"). The mathematical accuracy of entries, accounts, and
statements is known before the books are closed.
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(4) one profit or loss for the accounting period may
be known quickly; in fact, even before the books
are closed or the statements are prepared.

(5) The Work Sheet usually provides the information
necessary for the preparation of the closing entries.

(6) The assets, liabilities, -revenues and expenses are
separated for easy preparation of statements.

(7) Preparation of financial statements is simplified.
In fact, the statements may be prepared from the
Work Sheet without having to enter the closing
entries into the books..

(8) Statements may be prepared without having to form-
ally close off the.books.

4. Financial Statements

The two principal financial statements used by most busi-
nesses are:

a. The Balance Sheet
b. The Profit and Loss Statement.

The Balance Sheet shows what the business owns, what it
owes to its creditors, and how much investment the owners have
in the business. It can be compared to a snapshot, showing
the financial conditions of the business at a certain point
of tine.

The Profit and Loss Statement (sometimes called the Op-
eration Statement, Statement of Revenues and Expenses, or
Income Statement) is a summary cf the business operations for
a certain period, usually betWeen two Balance Sheet dates.
The Profit and Loss Statement can be compared to a moving
picture; it indicates the activity of a business over a cer-
tain period of time.

In very general terns, the Balance Sheet tells you wheie
you are, and the Profit and Loss Statement tells you how you
got there since the last time you had a Balance Sheet pre-
pared.

5. Closing Entries

Closing entries are made at the end of accounting periods
to close the revenue and expense accounts, and to summarize
the accounts, These entries are necessary for segregating
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and sumnarizing the revenues and expenses for each ac-
counting period in order to determine the net profit or net
loss for that period. The Profit and Loss Statement may be
used as a guide in preparation of the closing entries, or.
these entries may be prepared from the profit and loss col-
umns of the Work Sheet. Closing entries serve the following
purposes:

a. Clear the nominal accounts (the accounts used for the
Profit and Loss Statement) of the transactions of the
past accounting period.

b. Show in the net worth account the result of all oper-
ations of the accounting period. (That is, the net pro-
fit or net loss.)

Closing entries are entries used to transfer the bal-
ances of the nominal accounts to the net worth accounts.
This is usually done by means of a clearing account, called
the profit and loss account.

The closing entries may be separated into two steps.
The first step is to close all open accounts (accounts hav-
ng a debit or credit balance) by closing the revenue and
expense accounts to the profit and loss account. The

second step is to close the profit and loss account to the
net worth account.

After posting the closing entries, a Trial Balance should
be taken to ensure that the Ledger balances. This Trial Bal-
ance is called the Post-Closing Trial Balance.

7. Read Section 6 of the Readings.

6. Summary

The bookkeeping cycle, as worked out up to this time,
contains the following steps:

a. Prepare opening balances
b. Journalize and post opening entries
c. Journalize ordinary business transactions
d. Post the Ledger accounts
e. Take a Trial Balance
f. Complete the Work Sheet
g. Prepare financial statements
h. Journalize and post the closing entries
i. Take a Post-Closing Trial Balance.
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8. Show Projectual FAB1Z -1 to aid in discussing the Readings of
Section 6.

Indicator

9. Hand out Case RAB13-1.

10. Read case and instruct the students to complete the assignment.
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SUBJECT FINANCE, ACCOUNTING, BOOKKEEPING

LESSON FAB13 BOOKKEEPING REVIEWED

CASE FAB13 1

JACOB STONE

Jacob Stone worked a number of years as a clerk in various retail
stores. During the last five years he managed to save some money with
the intention of buying his own store. For the past year he has been
investigating the possibilities of opening a grocery store in his home
community.

Jacob contacted various agencies about the possibility of borrow-
ing money to buy a building, equipment, merchandise, and to cover
operating expenses. Jacob also contacted R.J. Smith about buying a
building that he owned. He contacted various suppliers, checking their
prices of merchandise, freight charges, and credit.

On January 23rd,Jacob received word that-his request for a loan
had been granted. The Government was willing to lend him $13,500.00
if he agreed to the following terms:

1. Jacob would invest $1,500.00 of his own money into the business.

2. Jacob would allow the government to take a mortgage on the land,
building and equipment that he would buy with the loan.

3. The loan would be repaid within 15 years at an interest rate of
6 1/2% annually on the unpaid balance.

4. The books of the business would he open to inspection by govern-
ment officials.

Jacob agreed to the terms of the loan and began finali:ing the
plans for the business.
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the
Below is a record of the transactions from January
end of business on February 4, 1969.

January
January
January

January
January
January
January
January
January
January
January
January
January
January
January
January
February 1
February 2
February 2
February 3
February 3
February 4
February 4
February 4
February 4

23

23

24

24

24

25

25

26
27

28

28

28

28

30
31
31

Inventory on hand

Received cash loan
Invested own money
Paid R.J. Smith cash for building
and land. (land $1,500.00)

(building $6,500.00)
Purchased equipment
Purchased fixtures
Purchased supplies
Purchased merchandise
Sold merchandise
Sold merchandise
Sold merchandise
Pureaased merchandise
Paid freight charges
Withdrew cash for personal use
Sold merchandise
Sold merchandise
Paid power bill
Sold merchandise
Paid part time help
Sold merchandise
Sold merchandise
Paid for repairs
Sold merchandise
Purchased merchandise
Paid freight charges.
Withdrew cash for personal use

23rd, 1969 to

$13,500.00
1,500.00

8,000.00
2,875.00
895.00
175.00

1,275.00
175.0C
225.00
125.00
150.00

6.00
175.00
78.00

101.00
1,500.00

79.00
86.00

125.00
116.00
65.00
147.00
203.00
13.00
50.00

at the end of business (February 4) was $808.00.

Instructions

1. Journalize and post all opening balances.

2. Journalize and post all business transactions.

3. Prepare financial statements for the period ended February 4.

4. Journalize and post all closing entries.
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SUBJECT MARKETING

TESSON MKT7 STOCKKEEPING

INSTRUCTOR'S GUIDE

OVERVIEW

It is quite easy to see how well a business is organized by walking
through a merchant's warehouse. Many merchants lose considerable money
because they do not knoW what stock they have and so either run out or
have too much on hand, or because there is considerable spoilage of
goods due to poor storage.

This lesson gives the students some guidelines to follow in checking
and receiving goods, and should create an awareness of the need for
good stockkeeping practices. Experience and observation of other busi-
nesses will help the students learn the specifics of stockkeeping. Stu-
dents may wish to read some of the references listed for more infor-
mation.

OBJECTIVE

Given the necessary shipping information, the student will know
how to receive and check a shipment of merchandise.

REFERENCE MATERIAL FOR INSTRUCTOR

1. England, Wilbur B. The Purchasing System. Homewood, Illinois:
Richard D. Irwin, 1967, ch. 4.

2, Pitch, Kelly. Receiving, Checking and Marketing. Austin; Texas:
The University of Texas, 196D.
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3. Shaffer, Harold. Fundamentals of Retailing.
Co. of Canada Ltd.,1965, pp. 21 56.

4. University of Texas.'Stockkeeping. Austin,
of Texas, 1965, pp. 37 122.

Toronto: McGraw-Hill

Texas: The University

RLSOURCES REQUIRED

1. Projectual MKT7-1, "The Stocking Jobs"
2. Case UKT7-1, "Checking Nbrchandise"
3. Filmstrip and record, "Receiving, Checking and Marking Yrchandise".

METHODOLOGY

1. Hand out the Readings; read and discuss the Purpose and Intro-
duction.

PURPOSE

In this lesson you will look at how to receive and :heck mer-
chaneise shipments from your suppliers. You will also see why
stockkeeping is important to the success of a business.

INTRODUCTION

As a businessman, you must keep a record of all the shipments
you receive from your suppliers. You must do this to make sure
that you have received the right goods, that the goods are not
damaged, and that you do not re-order goods that you already have
in stock.

OBJECTIVE: GIVEN THE NECESSARY SHIPPING INFORMATION, ThT STUDENT WILL
KNOW HOW TO RECEIVE AND CHECK A SHIPMENT OF MERCHANDISE.

Stimulus

2. Show Projectual MKT7-1, "The Stocking Jobs". Have students give
their impression of marking, checking and receiving. Explain if
necessary.
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MKT7 -1 1HE STOCKING JOBS

SUBJECT SERIAL NUMBER

1010111 TONIH311 11N1dT111 TONIH311

THE STOCKING JOBS

MARKING

CHECKING

RECEIVING

RECEIVING

> ;
i

T.1 & rN GE T t 11.1, LA TE : : T.E 'll IN CET r11.1, EA T.E . TECHINGE TEMPLA1EL :..
[rECHIFAr/i

Form No.267
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3. Hand out case MKT7-1, "Checking Merchandise" and go over it with
the students.

Clarify Problem

4. Have the students list on a flip chart the problems they see in
the case, the reasons for them and possible solutions. Discuss.

5. Read Sections 1 and 2 of the Readings.

CONTENT

1. What is Stockkeeping?

Stockkeeping refersto the handling of merchandise with-
in the store and the storage area and moving it from one
place to anoller as needed. Efficient stockkeeping includes
caring foe merchandise and keeping it arranged in an or-
derly manner so that the selling process is made faster,
easier and more convenient.

Stockkeeping also includes careful handling and checking
of merchandise to ensure that the correct amounts are re-
ceived in good condition and that damage does not occur prior
to the sale of the goods.

. 2. The Importance of Stockkeeping

.

Merchandise represents money. Lost, damaged or soiled.
merchandise represents a loss of money. Therefore, it is
important that you check to make sure that you receive all
the goods you ordered. It is equally important to avoid
damage and soiling after goods have been reCeived. In addi-
tion, older merchandise should always be sold first and re-
placed with new stock (called stock rotation).

An orderly arrangement of stock in the storage area is
a must if you want to accomplish the above objectives.

Most of these things were Lot done by Gordon Munro in
the case you just read. His poor stockkeeping practices were
costing him money in lost and damaged goods.

Let's examine the steps that should be taken in proper
stockkeeping.
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6. Discuss. the Readings. The instructor should emphasize that it is
important for the businessman to build good relatbns with his
suppliers-and the transportation companies. This can result in
.faster delivery of merchandise, easier settlements of any problems
in shipment shortages, and prompt attention to damages or de-
fective merchandise claims.

7. Read and discuss Sections 3 and 4 of the Readings. The students
may wish to read some of the reference material for more infor-
mation.

3. Receiving the Shipment.

When a shipment of merdhandise is delivered, it should
be put in a place where the number of pieces can be counted
easily.

Here is a procedure for you to follow when receiving
merchandise.

a. The delivery man will have a list (Bill of Lading)
showing the number of pieces in the shipment and the
total weight.

b. You and the delivery man should Bieck the number of
pieces you have received with the number stated on the
Bill of Lading.

c. If there is a shortage, the delivery man should make a
note of it on the Bill of Lading.

d. As you count the number of pieces in the shipment you
should mark the date on each container with a marking
pen or grease pencil.

e. You should check to see if any of the containers are
damaged in any way. You should open any containers that
appear damaged to see if the contents are damaged or
broken. If so, yot(should have the delivery man write
a'note on the Bill of Lading and you can. put in a claim
to the transportation company.

f. Once the boxes are counted and checked for damage by
yourself and the delivery man, you can sign the Bill of
Lading and keep your copy in a Bill of Lading File.
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CONSIGNEE

SHIPPER

CARRIER

BILL OFIADING

Pieces

DATE: 19

C.O.D.

PREPAID

CHARGE

sclption of Shipment height Rate Total

Total No. of Pieces
Total Weight

Total

Signatures:

Shipper For Cartier I have received
the above goods
in apparent good
order

Consignee
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4. Checking the Merchandise

After signing for the shipment, you must check to see if
the right goods, in the right quantities, are in the contain-
ers. Here is a procedure you can use to check the merchan-
dise.

a. You should locate a copy of the supplier's -invoice. It

is usually inside or attached to the outside of one of
the containers.

b. Check off the number and type of merchandise in the
shipment against t.._2 supplier's invoice.

c. If there are any shortages you should make a note of
them and inform the supplier accordingly.

d. When you have completed checking the merchandise recei-
ved against the supplier's invoice; you should compare
his invoice with your file copy of the purchase order
you used to order the merchandise.

e. Make a note of any differences in the type, quantity or
price of the &ads ordered and received. These differ-
ences may come about if:

(1) some goods were not available and have to be back
ordered

(2) some goods were not available at all
(3) the supplier did not have enough goods to fill all

the order
(4) there has been a sudden price Change.on some goods
(5) some goods have been substituted.

"You should write to the supplier telling him what prob-
lems you haVe with his merchandise shipments and suggest what
you think can be done to overcome these problems.

8. Refer the students to the completed purchase order form in lesson
MKT6, "Purchasing", for the following exercise in stockkeeping. .

Assume the shipment resulting from the purChase order has arrived.
Have the students use the following information to complete the
bill of lading and invoice forms, and to, explain the procedure they
would follow in handling the situation.
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a. Bill of Lading

(1) 5 cartons received weighing 210 lbs @ .50/100 for freight

(2) F.O.B. Poplar Point (prepaid)

(3) one of the cartons appears to be damaged. (Instruttor
should make sure that the students know what to do in
this instance have delivery man make a note of the
damaged carton on the Bill of Lading and sign below it.)

b. Invoice

(1) Terms 2/10 N30

(2) 6 pants @ $5.00 each are listed on the invoice but have
been back ordered (b.o.)

(3) one of the cans of milk has been damaged by the trucking
company and-the spilled milk has spOiled the labels on
most of the other cans in the case. (In this situation,
the trucking company will usually replace the whole case
of milk or the actual number of cans damaged).

The instructor should ensure that the students follow the pro-
cedures for receiving and checking merchandise outlined in Section
3 and 4 of the Readings.

9. Read Sectton 5 of the Readings.

5. Summary

Stockkeeping is the orderly handling of merchandise to
ensure that the correct amounts are received, to avoid damage
in handling and storage and to ensure that stock is rotated
properly.

Stockkeeping is important because merchandise represents
money. That is, money has been paid out to obtain the mer-
chandise and it can be recovered (along with normal profij
only if the merchandise is sold at full retail price (not
damaged, soiled or lost).

The steps outlined in this lesson for proper receiving
and checking of merchandise can help:to satisfy the needs of
both your business (giving a satisfactory return an sales)
and your customers (ensuring that they receive merchandise
in good condition)
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Supplier

INVOICE

Sold To

Shipped To Via

Our
Nunber

Date
Custoners
Order

Salesman.

F.O.B.

Terms

Quantity Description Price /Unit Total
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CONSIGNEE

SHIPPER

CARRIER

BILL OF LADING

'a, lb

a...A.4762L__

C1-n)

Pieces

DATE 19

C.O.D.

PREPAID 121

CHARGE

Description of Shipment Weight

,216

Rate

44 7-6-
Signatures:

Shipper

.41 Total- No . of Pieces
Total Weight b. -21

Totgr

/

I 65Total $

I have received
the above goods
in apparent good
order

.Consignee
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INVOICE

Supplier c4ITA

))62() TiLiLrq
14_,,(1)

4Loi

Sold To

gpi60 1
Shipped TO f6) _Otizt Via

Our
Number 33325

Date
Customers
Order

Salesman

F.O.B.

Terms

Quantity Description Price/Unit Total

7

a
i-ti

. .

611-tilt

j'-ct

fb.,,,1,8.t.
241L) )

-A-c.cto.
,Itiej

.

.

il

/6

t..,--

25(-2)

.

.

at
CO

CO

ze)

25

2'

Ai

<46

/2O

CYO

Se.5

cep
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SUBJECT MARKETING

LESSON. MKT7 STOCKKEEPING

CASE MKT7 - 1

CHECKING MERCHANDISE

Gordon Munro owns and operates a small general store and a laundro-
mat in his home town with the help of his wife. His sister also helps
him on weekends. The fact that Gordon is well liked in the community
has added to the.success of his business. He has considered expanding
his store; he is not as yet in a financial position to do so.

In the past year Gordon has been having various problems with his
stock. He often finds that he has too much of one type of stock and not
enough of another. In addition, more and more of his stock seems to be
damaged, soiled or olds

He found out earlier today that he has 200 boxes of economy-size
soap on hand in his stockroom enough for.three or four months. On the
other hand, his stock of regular-size soap is'down to five boxes not
enough to last out the week. He also discovered that mice had chewed
into a case of macaroni and ruined most of the boxes, which meant the
macaroni had to 5e thrown out. While checking his stockroom Gordon found
a case of bread under several cases of canned goods. It had been there
for about a-week and was thoroughly flattened.' There was nothing he
could do but dispose of it.

.

Let's look at last weekto find the reasons for these latest prob-'
lems. At that time Gordon. received two shipments from two different
suppliers. Both shipments were delivered to the store by truck. Gordon
and his wife were,too busy to count the boxes or check the items received
so the driver just unloaded the shipments in the stockroom. Since the
stockroom was crowded the driver piled the shipments wherever he could
find room. Gordon signed the delivery slips and left his copies. on the
counter near the cash box.

Today Gordon decided he should rearrange things in his stockroom
He also thought he had better check the shipnents received last week to
make sure that he had received everything. Gordon looked for the delivery
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slips but wasn't able to find them. His wife said she thought she re-
membered seeing them in the cash box. Fortunately they were still there.

Gordon returned to the stockroom and decided to check if the cor-
rect number of boxes were delivered. Gordon couldn't .find three boxes.
He checked further but still couldn't find them. Upon checking his in-
voices Gordon discovered that the three missing cases contained soap.
He decided that part of the.soap had probably been sold in the store and
the rest had likely been taken to the laundromat; however, he couldn't
be sure.

Gordon the//decided to see if he had received the correct goods. He

discovered ,at the shipment included 100 boxes of economy-size soap.
Two weeks go, he had received 100 boxes but he had not checked the ship-
ment when t arrived and had ordered this size soap again the next day.
He now has X200 boxes on hand.

Questions for Discussion

1. What are the problems facing Gordon? How
about?

2. What can Gordon okto eliminate or reduce
problems?
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SUBJECT FINANCE, ACCOUNTING,. BOOKKEEPING

LESSON FAB14 RECORDING YOUR PURCHASES

INSTRUCTOR'S GUIDE

OVERVIEW

A business has to buy supplies and merchandise, and pay for services
and other expenses. Just. as the business might give out credit to it's
customers, many of the suppliers it deals with will allow the business
to charge it's purchases. Credit is given out on the understanding that
the items or services will be paid for at some future.date.

A ' isiness also has to deduct various amounts off the pay cheques
of its employees (for example 'Canada Pension Plan contributions, Unem-
ployment Insurance contributions, and Income Tax deductions). ihese
amounts must be paid to the proper agencies at some later date.

A business collects sales tax on certain sales. The business,is:.
acting as a collection agent for the government and must remit.thesales
tax, less commission, that it has collected.

In all the situations described above, the business owes money to
the suppliers, or to the government. The business must keep accurate
records of those to whom it owes money, what the terms of the agreement
were and when the purchase was:made. In order to have an accurate and
complete record, many businesses set up and use a Purchases Journal and
an Accounts Payable Ledger.

The Purchases Journal contains information of credit purchases in
a chronoldgical sequence. In it is recorded only transactions that in-
volve accounts payable. These transactions might involve the purchase
of merchandise, collection of deductions from employees' pay Cheques,
obtaining of services, or any other transaction that,involves the re-
ceipt of an item or service with the agreement of payment later.
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The Accounts Payable; Ledger contains individual records for each
person, business, or agency to which the business owes money because
of a purChase transaction. The information from the Purchases Journal
is transferred to individual accounts in the Accounts Payable Ledger in
order that the businessman can quickly see how much money he owes in
total to each creditor and what transactions make up his total debt to
that creditor.

In order to control the accuracy of the posting of the Purchases
Journal, an accounts payable control account is set up in the General
Ledger. At the end of the month, the accounts payable in the PurChases
Journal is summarized and totalled, then posted to the accounts payable
control in the General Ledger. To check the accuracy of the Accounts
Payable Ledger posting, a Summary of Accounts Payable is drawn up. The
total of this Summary must equal the balance in the accounts:payable
control account.

It is important that the businessman know how much money lie owes
due to the purchase of supplies, merchandise, etc. It is just as im-
portant that he knows to whom he owes the money and when it must be
paid. The books used to provide this information are the Purchases
Journal and the Accounts Payable Ledger.

OBJECTIVE

Given various purchase invoices, the student, will set up and use
a Purchases Journal and an Accounts Payable :Ledger.

RESOURCES REQUIRED

1. Case FAB14-1, "Accounts Payable"
2. Ledger Sleets
3. Multi-column Journal paper.

METHODOLOGY

1. Hand out Readhags, and then read the Purpose and Introduction.

PURPOSE

In this lesson you will learn how to record into your books
the purchase of merchandise on account.
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INTRODUCTION

All goods bought for the purpose of resale are known as mer-
chandise. 'there are two methods of payment commonly used to pur-
EITECSe merchandise. The first method is to pay cash upon receipt .

of the merchandise; this is known as a cash .purchase. The. second-

is to arrange to pay for the merthandise at ;one later date; this
is known as a purchase on account.

When a business does much of its purchasing on account, time
is saved-in journalizing and posting by recording all invoices in
a separate Journal known as a Purchases Journal.

OBJECTIVE: GIVEN VARIOUS PURCHASE INVOICES, THE STUDENT WILL SET UP
AND USE A PURCHASES JOURNAL AND AN ACCOUNTS PAYABLE LEDGER.

Stimuluf

2. Ask the students how they think they will get merchandise, supplies,
e.:77. if they do not have the cash to pay for these purchases.

A business has to buy supplies, merchandise, etc. from other busi
ness. Just as the business might give out credit to it's customers,
it might receive credit frot it's suppliers. If it receives credit,

- it must keep accurate records of those to whom it owes money, how
much it owes, and when it must pay. To do this, it sets up and
uses a Purchases Journal and an Actounts. Payable Ledger.

Provide Information

3. Read Section 1 of the Readings, and discuss.

CONTENT

1. Buying Nerthandise on Credit

As mentioned in the Introduction, nerchandisc,' can be
paid for upon receipt 'of the merchandise, or arrangements can
be made to pay for the merchandise at a later date. Buying.

merchandise with an agreement to pay at a later date is
known as purchasing on account.

In order to operate, a retail business has to buy mer-
chandise for resale. .Suppliers, just like many stores, give
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out credit to their customers if-these customers are con-
sidered a good rislc. When businesses give credit out to
other businesses, this is known as "trade credit."

The amount of money you owe to each supplier from which
you received merchandise on account is referred to as an
account payable. Because accounts payable are money that
you owe to other businesses you must know the following:

a. How much is owed to each creditor?.
b. How much is owed to all creditors?
c. When do the bills have to be paid?

These three questions are answered by the information con-
tained harm Accounts Payable Ledger. You will learn ho'w to
set up and use this Ledger.

4. Read Section 2 of the Readings. Discuss and give various other
examples in order to clarify terminology. Have students do the
clarifyinz whenever possible.

2. Terms of Sale

When you buy on credit from your suppliers, they can
give you different terms for paying your bills. Your sup
pliers might use some of the following terms:.

N30 Net You must pay the full amount of
.30 days the bill within 30 days of the

date of the invoice.

2/10, 2% for 10 You are allowed to take off 2%
N/30 days Net of-.the total invoice price if

3C days you pay within 10 days. If you
don't take the discount, you
must pay the bill within 30 days

10E0M 10 days The bill must be paid within 10
from End days after the end of the month,
of Month as shown on the invoice.
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10th F, Purchases made between the 1st
25th and 15th of the month are due

on the .25th of that month. Pur-
chases made between the 16th
and the end of the month are
due on the 10th of the follow-
ing month.

'the terms of sale on the previous page are illustrated in
the following table:

INVOICE DATE

August 1

August 17

TERNS

N/30

2/10,
N/ 30

10 EON

DUE DA'113

August 31

a. discount till Aug.11
b. Full amount by

Au -t 31

September 10

10th 6 25th Au t 25

10th 6 25th September 10

S. Read Section 3 of the Readings. Discuss and illustrate by example
how the invoice is drawn up.

3. What is a Purchase Invoice?

When a shipment of merchandise arrives, a business pa-
per known as an invoice will be enclosed with it. On the
invoice will be the.' following information:

a. Name and address of the seller
b. Name and aGlclress of the buyer
c. Date of the invoice
d. 1,thcd of shipment
e. Seller's invoice number
f. Buyer's purchase order number
g. Terms of sale
h. Quantity, description, and unit price of the items

shipped
i. Total amount for each item and the total amount of

the invoice.
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Below is an example of an invoice. Upon receipt of the
merchandise, it should be checked for quantity and quality.
Any shortages, errors, or damages should be noted on the in-

voice.

After checking the merchandise for damage and/or short-
ages, the prices, terns, extensions and total on the invoice
should also be checked for errors. If any are found, they
should be noted and you should notify the seller as soon as
possible so they can be corrected.

After the merchandise and the invoice have been care-
fully checked, the invoice is ready to be recorded into- the

Purchases Journal.

NEWSTART SUPPLIES LTD

UROUR
BEct 3 3 3 3 1

DATE

. : ,

SOLD 10 Oil)

CUSTOM' SORD R

SALESMAN

SE I PIED tO

TERMS

00 A86
0 r A' .t.t." ;TVA ,.I .. I ,II '. A 11/ ..rAl

F.0 B.

1.1.1

u_
O.
>
Z..

Mill AA . a .

MEM=M
. ., ... Ie

Mini
al/

ei

MB
Ai/

MI, , .1..4 /1 .

167 5-

...
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6. Hand out multi- colunn Journal paper. Read Section 4 of the Readings.
Discuss,and illustrate the procedure of entering on the flip Chart
through the use of various examples. The students could do much of
the clarifying of the procedure.

4. The Purchases JoUrnal

If Joe Mathews were to record this transaction in his
General Journal (the name of the Journal you have been using
to date) the entry would look like this:

ri,*1-ei:-.1.G ,1--, :3.01
'

25 II i

r/ 5 , , 7 ie - i i , 7 i 1L 3 '7 Z6i, 1

KZ. 4...yo44.-, "2/0 /..g 0
1 i

i i- --i---i

'the account for purchaseS is debited and tie account for
creditors (the businesses to which you owe money) is'credited.

As the -mount debited and the amount credited are always
the same in these transactions, it is possible to record all
of this information on one line of the Purchases Journal

e .1e1.1.e.st./ 74..
21,,ec rf,y s es' r,e4--/s z-xpipA,seS /Vi-Ce /9CC /0=9,,,IP"yTE "VE <4*. ,e p /V

/9-
Aft/ 7.Adc_'12.e£2,4 7

The following purchase invoices were received and checked
by Joe Mathew. As they it:present merchandise purchased on ac-
count, they are recorded in the Purchases Journal.

January 5 -- From NewStart Supplies Ltd. for $307.25;
terms, 2/10, N/30.

January .8 From the Universal Company for $175.00;
terms, net 30 days.

January 17 From Robert Blaine and Company for $120.50;
terms, net 60 days.

January 25 From George Lang Ltd. for $'28.75;
terms, net 30 days.

January 26 From Lang Company for $210.00;
terms, net 60 days.
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From the Purchases Journal, you post only the total to
the Purchases account in the General Ledger (rather than the
individual arrounts).

Hand out ledger sheets. Read Section 5- of the Readings. Discuss
and illustrate posting of Accounts Payable Ledger on the flip
chart. Use as many examples as you require in ordcr to clarify.

5. .Posting the Purcl ASOS Journal

In a business which purchases much of its merchandise
on .account from many firms, it would be very awkward to keep
all the creditor's accounts in the General Ledger. To over-
colic this d.: fficulty , -the creditor's accounts are put in a
separate or subsidiary. Ledger, known as an Accounts Payable
[edger. Such a Ledger may be in the form of a loose-leaf
rioo1:, or consist 'merely of a set of filing cards. A separ-
ate sheet or card is kept for each account, and the set is
arranged in alphabetical order. The accounts are seldom num-
bered.
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In order to keep an up-to-date record of what is owed
to creditors, it is necessary to post daily to the Accounts
Payable Ledger.

An AccrJunts Payable Ledger is illustrated below. P1
indicates that the account is posted from page 1 of the Pur-
chases Journal.

ACCOUNT NO SHEET ND.

NAME /I . . ...... .... A I . ,.. TERMS

ADDRESS CREDIT LIMIT

DATE ITEMS FOLIO V DEBITS V CREDITS V BALANCE

lq 11

1

I

Its`) 5' .4 A hl3b I:1,0_7

1 , 1

1 -- 5
.

ACCOUNT NO,

ii/n2/4 411/111 CA20,41NAME

SHEET NO.

TERMS

ADDRESS CREDIT LIMIT

DATE ITEMS FOLIO V DEBITS V CREDITS c?; BALANCE

I ill Ill
'Pl i 7 41 b Cu IIIIIIIL

UNE.

ACCOUNT NO

NAME

SHEET N

RtteLt liPteAL, t OANsif.eLlta TERMS

ADDRESS CREDIT LIMIT

DATE ITEMS FOLIO V DEB/TS V CREDITS E V BALANCE

)41

tO fl 71t1.16 'PI _J.? 6.55 Co 145-6

ACCOUNT NO. SHEET NO

TERMS

ADDRESS CREDIT LIMIT

NAME -Z0-1 orn

0 tNT E ITEMS (DEBITS CREDITS
of BALANCE
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ACCOUNT ND SHEET ND

NAME 411 N/10,11 TERMS

'ADDRESS CREDIT LIMIT

DATE ITEMS FOLIO V DEBITS V CREDITS V BALANCE.

Ilm

N4
IIII A! . ,T ,..1 , ) 6 +. Go 2.1_6 tt

't.

8. Read Section 6 of the Readings. Illustrate posting procedure on
the flip chart.

6. Accounts Payable Control

An account called accounts payable control or simply
accounts payable, is used in the General'Ledger in the place
of all of the creditor's accounts. This account summarizes
all the information that is shown in detail in the Accounts
Payable Ledger.

The total of the. Purchases. Journal is posted at the end
of the month to the General Ledger as was illustrated in
Section 4 of the Readings. The amount is posted to the debit
of purchases and to the credit of accounts payable (control).
'As a result, the debits equal the credits, and the General:
Ledger is in balance.

9. Ask the students how they will be able to tell if the posting of
the Accounts Payable Ledger accounts has been done accurately.
Discuss.

10. Read Section 7 of the Readings. Discuss and illustrate.

7. Accounts Payable Summary

Before r. Trial Balance of the General Ledger is taken
at the end of the month, it is necessary to prove that the
Accounts Payable Ledger is in agreement with its control ac-
count in the General Ledger. To do this, a summary is made
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of the balances in the Accounts Payable ledger. The total of
this summary must agree with the balance of the accounts pay-
ab.1e (control) account in the Ceneral Ledger. Below is what
Joe Nathew's accots payable sviimary looks like for January
31, 19.

Accounts Payable Summary
January 31, 19

NewStart Supplies Ltd. $307:25
I.hiversal Conany 175.00
Robert Blame and Company 120 .50
George Lang Ltd. 98.75
LangConany 210.00

$911.50

ACCOUNT ND.__________ SHEET NO.

NAMEI.15 TERIvIS__________________

ADDRESS CREDIT LiMIT

S.

iiiiiaiaisuuiiitiiuia
IIIIIIIIIJUHTI!I1PIPI!iu I1UuH.uIHHhlIIuIuuhl

11. Ask students f they have, used other nthods of keeping track of
ai'iounts owed ±r purchases or if they know of other methods used.

12. Discuss, pointing out that son other systems are:

a. File Folder: the invoices are placed into separate file
folders. A file o1der is used for each creditor.

b. Clip Board: the invoices are filed on two clip board.
one holds unpaid bills

- the other holds paid bills

13. Iead Section 8 of the Readings. Discuss.
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8. Another Method of Recordin: Purchases and Accounts Pa able

Another methOd of recording purchases and accounts pay-
able is to post directly from the invoices to the creditor's
accounts. In this method the invoices, after being posted,
are filed in numerical order in a binder. This binder of
invoices takes the place of the Purchases Journal. At the
end of each month, the invoices for the month are totalled
and this total is then recorded in the General Journal. If
Joe Mathew used this'method, his General Journal entry would
look like the following: .

3/ 44,4.eZ.4%-e4., 11/50

decese-0.4, 9/150

/41

After posting this entry to the General Ledger Accounts,
the balances in both the Accounts Payable Ledger and the ac-

'counts payable (control) account should be the same as when
_

the Purchases Journal was used.

14. Read Sectidn 9 of the Readings. DiscuSs.

9. Summary

Buying on credit can help you as a businessman. You
are able to buy goods without having to pay cash right away.
By the time the bill is due, you should have been able to
sell enough goods so you can pay your bill.

Being able to buy on credit is a privilege which you
must vntect very carefully. If you don't look after your
bills, you will no longer be allowed to buy on credit.

Just as you want your customers to pay their bills on
time, so the supplier wants you to pay ram- bills. If you
don't pay your billstit costs you money in interest charges
and loses you credit privileges.

Here are some facts to remember:

a. Merchandise purchased On credit is said to be purChased
on account.
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b. Only credit purchases are recorded in the Purchases
Journal.

c. Creditors' accounts are kept in a separate Ledger
known as the Accounts Payable Ledger.

d. The entries in the Purchases Journal are posted daily
to the accounts payable (control) account.

e. The accounts payable (control) account provides a sum-.
mary for all the information in the Accounts Payable
Ledger. It takes the place of the individual creditors'
accounts in the Genervl Ledger.

f. The total of the Purchases Journal is posted twice .

to the debit of the purchases account, and to the:credit
of the accounts payable (control) account, in the.Gen-
eral Ledget.

The total of the Accounts Payable Summary must agree
with the balance of the accounts payable (control) ac-
count.

g.

Indicator

15. Hand out case FAB14-1. Instruct students to follow instructions
at the end of the case.

Summary of Accounts Payable
as of August 31, 19

A F B Meats Ltd. $ 116.10
A.V. Wholesale Ltd. 453.06
_Central Sales Ltd. 162.85
W W Food Sales Ltd. 376.46
F.A. Transpon: 65.91
Gas 37.95
Telephone 9.01
Power 18.29

TOTAL $1,239.63
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SUBJECT FINANCE, ACCOUNTING, BOOKKEEPING

LESSON FAB14 RECORDING YOUR PURCHASES

CASE FAB14- 1

ACCOUNTS PI.YABLE

.1

Bill Duran had been managing the Middle Rapids Trading and General
Store for the past few months. When Bill had started the business, he
paid cash for all his merchandise.' After awhile some of the suppliers
asked him if he wanted to start buying on credit. Bill thought this
over; he knew that if he started buying on credit,he would have to
keep more records in order to know how much he owed to each supplier.
He would also have to know when each bill was due because, if he was
late, tl, suppliers could charge interest on the amount owed. Bill
thougl-t .that there would likely be times when he would be late paying
bills because .of unexpected payouts. If he started buying on credit
he would have to plan his operations so that he had money ready to pay
his bills when they were due.

One 'of the advantages of buying on credit was that he could buy
more gOods. If he always paid cashlhe could only buy those goods for
which he had the money at the time, but if he bought on credit he
would have sold enough goods to pay the bill by the time the bin was
due.

Bill needed help to keep track of his bills. He knew that one of
his friends had bookkeeping experience so he decided to ask him for
help. He brought his friend all the invoices that he had received
with his orders, and asked him to set up the required records.

INSTRUCTIONS

1. Suppose you are Bill's friend. Using the Information on the at-
tached invoices set up a:record keeping system for Bill Duran's
Accounts Payable.

921
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2. Make the entries into the records you have set up for Bill Duran.

ADDITIONAL INFORMATION

Aug. 10/ Received July Power Bill $18.29
Aug. 12/ Received July Telephone Bill 9.01
Aug. 17/ Received Gas Bill 37.95Aug. 28/ Received Freight Bill from

F.A. Transport. 65.91
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