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—ABSTRACT~ - .

!

The SCORE/ACE Counselor  Handbook answers a need to provide

reference for counselors who serve a varlety of small business.

'

The handbook includes a series of CheCkllSts focusing upon coun=
seling techniques and specific business operations. A counselor
may refer to the table of #ontents to lbcate checklists which
suggest questions to,ask,yinformation to provide, and/or recommen-
dations to make regarding speéific marketing, management, and fin-
ancia}\ope;ations or problem areas. 1In addition,tsumﬁérized
referehce materials are provided to enable the counselor to ex-
plain such topics as different business ratios, cash flow, apd
breakeven points. Supplémentary Small Business Administration
Publications are identified for each business operation. |

Use of the Counselor Handbook should enable SCORE/ACT Coun-
selor to more effectivély plan and conduct counseling services.
Credit for the planning and development of this handbook is ex-
tended to the following individuals:

Arvel Landsverk

Assistant District Director for Management Assxstance

Small Business Administration

Fargo District Office

Fargo, ND 58102

James Stai : ‘
Business Management Specialist
Small Business Administration
Fargo District Office

Fargo, ND 58102

Donald Kohns

Marketing and Distributive Education
University of North Dakota

Grand Forks, ND 58201
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THE SCORE/ACE COUNSELING PROGRAM

[

'

The counselor is the main arm of SCORE/ACE, and counseling is the
main action, but how is SCORE organized and what other operations
are there besides counseling?. ‘

Established in 1964, SCORE is a voluntary organization of retired
businessmen and women, Four years later, ACE, 'its corollary or-
ganization of active executives, was formed. Both organizations
offer their skill, knowledge and experience Without fee to assist
émall business owners/managers in solving their operating prob-
lems. They are sponsored by the Small Business Administration.
The legal relationship. of the SBA, -SCORE and ACE is governed by
the grant of authority and power by Congress to the SBA, set
forth in Section 8 (b) of the Small Business Act (Public Law 85-
536, as amended).

]

In July 1971, SCORE became a part of ACTION, the Federal Citizens
Service Corps. although the SBA continued to administer and direct
the program. In July 1975, SCORE and ACE were returned to the
full sponsorship of the SBA by Executive Order #11871.

The National SCORE Council serves as' the voice of SCORE and ACE
and acts in an advisory capacity to the SBA. It is comprised of
a chairman and one regional SCORE representative elected by the
chapter chairpersons from each of the ten SBA regions. The Na-
tional SCORE Council sets the National SCORE policies and gives
general direction to the National SCORE Office in Washington, D.C.

Regional SCORE representatives appoint district SCORE representa-
tives, who give appropriate guidance to chapter chairpersons and
convey to each chapter worthwhile and successful administrative
and operational procedures. ’

!
The Corps is constantly striving to maintain a suitable level of
communications among its representatives and offices. The National
SCORE Office maintains a communications network throughout SCORE
to the counselor for the purpose of keeping up-to-date in coun-
seling skills and special subjects, such as crime loss reduction,
foreign trade and energy cost reduction. Public relations direc-
tion for SCORE naturally comes from the National Office.

WHAT THE COUNSELOR DOES

The counselor does counseling and it begins when he or she is as-
signed a case and receives a copy of the completed form 641 (ap-

plication), Request for Counseling. This may be received at the

counselor's home, SCORE office or SCORE desk at a SBA office.
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when, handling "walk-in" clients, it will be helpful to review the
1nformat10n on the 641 before beginning the interview. (Use
copies of 641 in this discussion.) It usually takes only a few
moments to: ' .
check the client's problems and requests which are
recorded.on the back of the form, and

recall some special bit of knowledge or experience
which will help the client.

If an immediate screening interview is not required, the counselor
will have the opportunity to: ’ ‘
- promptly arrange a mutually agreeable time and location

for the first counseling session at the office, the

counselor's home, the client's home or place of business,

and

do some homework 1n preparatlon for the meeting, for

example: /
"The client noted on' the 641 that she was 9aving
difficulty locating good "fashion outlets" for
supplying stylish young women's dresses. The
counselor ;secured the names and addresses of re-
liable potential suppliers and had them ready
for the interview."

!

Fill out reporting form 1062 after each counseling session and
submit to the District SBA Office.

Fill out vouchers for phone and travel expenses from counselor's
residence to client's home .or place of business. Use form 1164
for this expense report.

{




for Small Business

B

SBA

S Small Business Administration
I | L | e b '

SBR. ' ‘ " | NO POSTAGE

U.S. Small Business Administzation ] NECESSARY
Washington, DC 20416 . N » IF MAILED
-— IN THE _
Offialal Business . ’ UNITED STATES
Penalty for Privats Uss, 8300 BUSINESS REPLY MAIL
FIRST CLASS PERMIT NO. 12303 WASHINGTON, DC
6 . PQSTAGE WILL BE PAID BY U.S. SMALL BUSINESS ADMINISTRATION

—

i SMALL nmmzss ADMINISTRATION
0. BOX 3086
FARGO ND 58108-3086

-

Your local U.S. 8mall Business Admlnlmnlon offers numerous training-and counullno progrlmn that include the following:

— starting a small business

— developing records and boolxlxuplng systems
— locating sources of finencing

— developing customers

— locating & business site

Piasse complete the form on the reverse side and mail to the above SBA office. You will ba contactad by an SBA reprasentative when
A this information 13 received. ' :

¥

’

]: KC Form 841 (2-82) Previous editions are cbsolete ! é) ,
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SMALL BUSINESS ADMINISTRATION

REQUEST FOR MANAGEMENT ASSISTANCE \ ’

Please Print ) ‘

Name of Company Name of Inquirer Telephonx /

| !

3 - C . . ' - . . . —

Street ’ CI(V— o State County |Z|p

\ L]

e - . e e . . .. e i -

Lmployer ID = . Social Security Number Veteran Viet Ere Veteian ;
’ T T T T 1T - Y ) Yes No L;
LT L L ey g T ¢ N °

‘ . (] O Discharged: )

Are you presently: Yrs No Can you furmish Yes No

In Business? ; () (71 arccent. Balance Sheet? ] :
Starting a Business? {) (] Profit & Loss Statement? ] ;o
L . .. SBA Borrdwer? . (10 .
Kind of business/services (Piease specify)
Retail {SeHing) : i ) - Construction
Service (KindY o oo e e cmame e = Wholesale {Selling)
Manufacturing (Product) o o e Other (Sncglfv)

Check the p}oblém areas for whochk;l‘(’)fseék assistance.

- . s w e R e e e T T e S i . ot S rrarrenl

(7 1. Starting a3 New Business (0 9. Recordkeeping and Accounting
1 (3 2. Sources of Credit and Financing » (J 10. Financial Statements :
(J 3. Increasing Sales O 11. Otfice of,Plapt Management : ,
(3 4. Advertising & Sales Promotion [J 12, Personnel - ‘
(] 5. Market Research . {J13. Engineering and Research
T 6. Selling to the Government » [J 14. inventory Control
J 7. Bwdding and Estimating ’ ' {J15. Purchasing
(Y8, International Trade {3 16. Credst & Collections

U A .
Please describe how SBA may be of assistance,

Ry

Cah meeer . e LD memmain b e 5 e

I reayest management assistance from the Small Business Administration. | understand that this assistance 1s free of charge and that |
incur ro obligation to SBA or 1ts counselor for providing this assistance. | authorize SBA to furnish relevant information to the assigned
management counselor aithough | expect that information to be held in strict contidence by him/her.

I further understand that any counselor has agreed not to- {1) recommend goods or services from sources 1n which he/she has an interest
and {2) accept tees or commissions developing from this counseling relationship. In consideration of SBA's furmshing management or
technical assistance, | waive all claims against SBA personnel or counselors arising from this assistance.

)S—:énazlure:and Title of h‘eq;est(’)r ’ - o R k ’ o o Dai:; T B .

Q /

s 1
e

E MC ‘orm 641 (2.82) Previous editions sre Obsotele GPO §87-802
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SMALL BUSINESS ADMINISTRATION

‘ . REQUEST FOR MANAGEMENT ASSISTANCE
lease Print \ |
Name of Company . Name of Inquirer Tclephone =
- Mei P s Buw Phllasc | 203 - OOJ—IS
. ;ivécl ’ City o State County 2ip \
A { . ° )
1200 B&naumk Faeqgo ND | CAzse | S5BI0D
Emplover 1D = "t . Socml Secumv Number Veteran Viet Erc Vct;_:m
(TATITILS 2B 25 Bhell | 5 ¥ Mt
i i O 14 Discharged:
Are you presentlv ) Yes No Can you turnish ’ Yes No
in Business? : : ¥ O arccent: Balance Sheet? ¥ 0O
Starting a Business? a 0 } Profit & Loss Statemegnt? ® O
SBA Borrower? g 0O ,
Kind of business/services (Pleasg specif
Retail (Selllng)_ME.Llﬁ._ L.QI.“_\._”\‘(—-I Construction —_
Service (Kind) —_. e e e Wholesale (Selling) .
Manufatturing (Product) .. Other {Specify) —— S ' 1
Check the 5)rok§i;*?;\—afc‘a;;r wh‘(.mseck assistance. Y -._..-07__k ; T T -
% Starting a New Business / O 9. Recordkeeping and Accounting
2. Sources of Credit and Financing 8L10. Financial Statements,
. $2.3. Increasing Sales - O 11, Otfice or Plant Management «
B2 4. Advertisihg & Sales Promotion 0 12. Personnel
[ 4. Market Research ‘ (J 13. Engineering and Research
{3 6. Selling to the Government ‘ (J 14, Inventory Control .
(7 7. Bidding and Estimating (O 15. Purchasing
[J 8. Internationa! Trade (J 16. Credit & Collections o .

e e ih A a PR

Please describe how.SéA mnv bc of assistance.

-

Néen AssisTaace W VT Sales PRoHmoT I
Acm’"‘ ies AND THE 'PP‘Q'UQW A MERCHANDISE
0, \ RoviDE A 'PQLC‘T“ . |

¥

T s n. e ax P P s - JUNIIRERIREEY

| rcqucs( managcmcnt assistance from the Small Bus:ness Administration. | understand that this assoslancc 15 freo- of chargc and that |
yncur no obligation to SBA or its counselor for provadmg this assistance. | authorize SBA to turnish relevant information to the a3signed
managomcm counselor although | expect that information to be hcld in strict confidence by hum"/rer

I further understand that any counseior has agrced notto. (1} rccomm(-nd goods or services fromsources n which he/she has an interest
and (2} accept fecs or commissions developing from this counseling relationship. In consideration of SBA's furnishing management or

b
techmical assistance,. | waive all claims against SBA personnel or copnselors arising from this assistance.

Y - ‘ :
e e e i prr e B & % i £ M ian ,._:_ o o o b i et inn v et et e e, 3t i i ottt € § b i A A 2 PR
. ignature and Tnle of Requ Date

poct~ | Jaet. S, 193

ERIC -

arm 841 (2-82) Provious ediions are obsolete _ GO W7,

1y
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HOW TO COMPLETE COUNSELING REPORTS.

A report on each counseling dase is prepared and submitted to the
de51gnated SCORE and ACE office or person responsible within a
reasonable time after each interview, but not more than 10 days
thereafter.. In addition, a record of each counseling action must

" be recorded .on an SBA form’/1062 (Management Assistance ‘Control

Record) so counselors will receive appropriate’credit for their
activities. These forms are supplled with each case assignment
and additional forms are available from the  SBA or SCORE office
or designated person. It is preferable that reports be typed, but
handwritten reports are acceptable.

i

1062 Management Assistance Control ‘Record

Usually, the first two copies go to the SBA Management Assistance
office, one to the chapter file and one for the counselor.

Boxes not mentioned below are not to be completed by counselor.
Section A .
Boxes 1, 2, 3, 4, 5 and 7. Name and place of business.

Box 10. Client's business I.D. number (issued by IRS). If none, !
the client's sodial security number.

Section B ‘ . /

/

Box A - usually 1 of first 3 squares.
B - usually first square. g
C - usually first or second square (use local lnstructlons)
D - usually square 5.
E - obvious.
H, I, J are obvious.
K - check square 1 when writing a case closure report hereon.
M, O, P, Q - use local or district instructions.
Section C
Box 13 - State problem of problems briefly.
Box 14 - List briefly recommendations in same order as problems in
box 13.
Box 15 - e.g., "client has applied for loan and is awaiting results."
Box 16 - remarks.- discretionary. . :

'Boxes 17, 18, 19, 20 - obvious.

Please complete a form 1062 forgeach counseling session. This en-
ables SCORE to receive credit for work performed. As mentioned

above, it is also used to report the case closure.
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' "SBA 1062 Report Form - Managemeru: Assistance Control Record -
BUSINESS NAME ¢ . ADDRESS: N N
CITY 5 / STATE | . zIP COUNTY.
: ‘Infbmation for completion of travel voucher: Date(s) of travel ’
R . v . T
Lv _ Time Speedometer Reading__ ° e
‘ ) - : .
Ar . Time _ ’ . Speedometer Reading
(client) . T ”
Lv w * Time_ Sbeédometer Readiné
L (client) - . ' ,
Ar ' Time ’ Speédometer Readin
. (home) , . . ' @
) Telephone Calls: Date Cost From To ’
Time spent with client: SCORE/ACE SBL: 406 Other
1f thc.rc were any othe; Stop? in your travel to and from client, pl'efase l1ist ‘on back.
It /r o’ /

LODGING EXPENSES Place stayed and amount per night
(/PLtASE SUBMIT RECELPT FROM MOTEL)

IMNESS FOR THIS YEAR TO DATE AND FOR

ATTEMPT TO COMPLETE THE FOLLOWING INFORMATION ON THE BUS
! ’ -LAST YEAR END.

Datle ' Months Last Year End Date .
( Sales $ ) / $ -
- New Profit $ [ $
New Worth $ $
" No. bf'Employees A V7 -
Financial Records Available?  Yes No ’
Are they used? * . Yes No K

-

Problem ldentified:

[c




Solutions and Recommendations: ‘ g
Implementation Progress: "
. TR _ '
i _ ~ :
Remarks: , ‘
Do ‘you recommend follow on? "~ When? , Date Action Completed
, ; , 4
N »
. Name and address of Inquirer: ’ 4 L
. . . . . - »
Telephone No. (incl..area code): . AN i 4 .
, E : o AN ’ B
- Name of Counselor: ‘ ‘ - .
Soc. Sec. No. of Counselor: : o .
l [ d .
- - ; . - 7 : -
Any other comments:. ‘ A :
- C . ‘ A 1 3 ! ’ ”
‘ ° . ’
/“ . * 1
v . . - A
o |
' 5.
‘». - .
. - ¥
. - ) ' “‘ * *
o , o ,
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MANAGEMFNT DEVELOPMENT'PLAN

In processing appllcatlons for 1oans, qualified SCORE and ACE mem-
" bers are sometimes asked to evaluate -the capabilities of a client
and fill out the Management Development Plan form 933. Instruc-
tions and procedures for completifig the form are normally furnished
ty the SBA district office to the chapters. A projection of the
clients' performance is often enhanced by .this comprehensive
evaluation and plan.

Most of oy H;g;s have very small businesses; 80% achieve rev-
enues of 510§ 09 per year or less. Many ‘are just considering
going into business. Most of these two groups.-lack some necessary
managerial skills and for the most part, they need our coun-
selors' help. In other words, your background, although it will
not be the same as all your clients' businesses, your general
business knowledge and experience will be very helpful in a ma-
jority of cases. ,




ERI

Aruitoxt provided by Eic:

-

.-

Form Approved NI

Lo OMB 100-R0084

'MANAGEMENT DEVELOPMENT PLAN- -

NOTE: This form is to be complieted in order to help the client better
prepore himself to become a successful bu sinessman and to identify LOAN NUMBER if applicable
ony potentiol problem areas. E . o

G IR
wlrert

SECTION |
MA Officer Assigned C Person Completing Evaluation Loan Specialist or Minority Entrepeneur
L Bruce Harmon Yo Representative :
James Stai v
ISt_:ore [X IAcc : l lOlher
Name of Clienlt , Home Address (Inciude ZIP Code) Age’ Phone No.
. ‘ A 1846 16 St. South !
Bill Pallasch Fargo, North Dakota 58103 40 293-0045
Name of Business Business Addtess (Include ZIP Code) Phone No. e
' 123 Main Street :
Mr. Bills , Fargo, North Dakota 58103 293-9714
Type of Business: l X [R_etail l Service i 1Manufac(unn; I I’-Wholesale l ]Construc’tion

"Description of Business - [ncluding any unique aspects
Men's clothing store with emphasis on sports wear and a small area for western .

wear. .
X ‘Proprietorship - Corporation I's client familiar with the advantages
Legal Entity: 1 1 and disadvantages . ‘
! Partnership X Limited Partngrship : of this choice? m’Yes HN@
X [Prqspecli‘ve Business [ lExisting Business l lBuying Business L lRelocann

Duties of Client: -
The client was manage and operate the men's clothing store. He will supervise the

- personnel, assist with. the buying, control the advertising, and project sales & exp.
SECTION |t - BACKGROUND OF APPLICANT T

A. Education B. Military Service (Managément skills
Years Complete“dv . Months Completed learned and used)- :
6 Elementary Schoot H— Com. bus. school —— \ Industry training
6__ High School - Vocational school —— Other (Specify)
_i_ College BA Degree | ____ On-the-job training v B
C. Work Experience ’ o
Employee ]
Dates Description of Business Client"s Duties

1960-1965 J. C. Penney's— sales associate and Qisplay manager.

1965-1975 Johnson Depatrtment Store - assistant manager responsible for merchandising

the store and training the sales staff.

Manager
Dates . Description of Business

’

Client’s Duties

1975-present Lee's Department Store - store manager responsible for the entire

operation: merchandising, staffing, controlling, advertising, and-

- store operations.
Owner )

Dates Description of Business Client’s Duties

D. Reasons applicant chose this line of business
The client has had the management experience in operating a retail store. He

recognized the need for a quality men's store.

L ~ -

SBA FORM 933 (3.74) REF SOP 60 10 PREVIOUS EDITIONS ARE OBS;OLET/E ‘"PAGE { OF &

‘

2,
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. - * 441}_47 ’ .
., | SECTION Il - KNOWL EDGE OF BUSINESS NEEDS . K
Investment;  How much and what kind of initial capital investment is client putting into business? ’
Cash? _$50,000 b ¢ : ’ ~ : T
N
Assets? (- ) ) \ .

How Yalued (basis/)?

o
fro

Customers: (Where will they come from?) ( Trade area and share of market ) ’ 3 .
Customers will come from a 75 mile radius with emphasis on the man betweéen the ages of

25 and 75.

"~ lLocation: why did client pick it? ‘(Give its advantages and, if any, its disadvantages) o ]
The location of the business provides easy access with plenty of parking within one

S block. . - | | N Ty
Lease: What are the terms? Ts rent, including any alterationsy reasonabte? [')’(‘1 Yes D No (If no. elaborate)
5 year lease with the possiblity of a second 5 year lease.

4

Licensing ond Zoning: What are the, local requirements and does client know about the"r'n for the, business? -
Client's business is located in the business district.
. 4 1

What will be the hours this business will be open? ’
9 a.m. to 6 p.m. and 9 a.m., to 9 p.m. Dec. 1 thru Dec. 23.

Suppliers: Has.client investigated sources? [XI Yes_f ' No Credit Terms? ‘[xj Yes [: No (Etaborate if anyl

H

Hour s of Operation: ®

Delivery arrangements? fxl Yes [ ] No answers are No)

Will he have sufficient knowledge to select thﬁ?right amount and kind of inventory? [X] Yes - [7_] No

Insurance: Has he checked into this sufficiently, inCIudmg;ihefl, liability, vandalism, life and employee tidelity bond?
~ » kx Yes ' '; No ‘Underllne types to be carried and add any others,)

Personnel; How many peoplé will be employed? 4 fu l‘l—t {miihat will be theit salaries, wages and fringe benefits?
2 pdft—timez Based on area averages for this

N type of business.
Does client understand the ordinances“and laws involved? | )d Yes | ] No ‘ .

What are the sources for hiring employees?

Advertising ond Promotion: What i< advertising plan’ : .
Will advertise on a‘montgfy asis wigh 4 special promotions during the year.

What does applicant believe will be the cost? $550 per month.
Use radio,fpewspapers, and some direct mail.

Brief assessment of client’s advertising plans:

Credit, What will be the business’ credit policy? |

‘ Net 30
. Soles, costs and cdsh flow projections: Does client understand them? I X Yes { ' No
’ . ot Are they reabistic? 1 X Yes [ 1 No If not, please elaborate.
* Do you think client will ty to follow them or use them as a tool in making business decigions'? K ves [ ' No |
If a now or changing business, has client sufficiently | ked into the potentially unforeseen )
expenses so that they wtll not crfpple the business ' working capital? K] Yes { ! No
Does the client do adequate planning for the futurfe? [X] Yes [ ! No , .

Pricing: What is the method pf establishing prices? Rgtail method
Does client know whether he can make money at r asonably attainable sales goals? [X‘] Yes | . No \

Does client know]whether he can be competitive? X3 Yes { 1 No

Purposes of Loan and Amounts Requested for each Purpose,

L-J Organization Expenses {)(J‘ Machinery and Equipment
[___! Vehicles ' ) [_ ‘ Butlding mprovements /
[ Tools and Supplies [ ' Wk. Cap. - - Inventory

r
L

Furniture and Fixtures Wk. Cap. - - Other

[ 16
be

Purchase Business f‘] Other
$110,000 ’
o ' TOTA*, LOAN MOUNT -

SBA FORM 933 {3-74)

e _ : ' 16




. Breokeven, budgeting ond cost control information:

' Does client know the breakeven points and how to calculate? { X Yes [ ] No~
‘ Will this information be used to control, set selling prices and check againstiaccounting information? [2('_] Yes [‘:] No
Do some items carry others? { X! Yes [~ INo '

Are breakeven points reasonable to attain considering capacity and market? [X]Yes [ 1No v

Working Copital:
Does there seem to be enough working capital ‘provided from client’s funds and/or loan? [?E] Yes. [ JNo (if yes, this must
be supported by the cash flow. If no, please comment.) )
Will alient be able to withdraw sufficient money from the business to support the family without hurting the bt;siness?
[x]Yes [T No Howmuch js needed? $1,200 per month.

/

Recordkeeping: B

What 1s client's understanding of recordkeeping needed to manage this business succes sfully?’He has some knowledgé
but is limited. } Sae

What kind of accounting system will be used? [ _]Cash [[X] Accrual [ JHybrid

Does applicant understarid the significance of the difference? [ ]Yes [ ¥ No

Does clhient know what a profit.and loss statement and balance sheet are and how to use them? X]Yes [ ]No

Does client intend to use them? [“X]Yes [ ]No l

SECTION IV - CHARACTERISTICS OF CLIENT

Motivation: ‘ -
Does client seem motivated sufficiently to follow through to success with this business? X Yes No
Does client seem like a self-starter who will discipline himself sufficientty? X JYes [ JNo

! Attitude:

Does client have an open mind toward continuous management advice? [x] Yes [_]No

Does client appear to think his only significant problem is adequate capital? [{] Yes [—JNo
What is the spouse’s attitude towards this business? [X') Positive [ ] Negative

. ‘ P ersonol History: -
Married? [X]Yes [ ]No If yes, for how long? 20 How many children at home.;‘ 1
° Does spouse work? [_]Yes [X]No If yes, lenght of employment
Character: ’ .

Do you think ¢!ient would present an impression of ‘honesty,and confidence with whom he deals? [1(_] Yes [ ]No

Does client have good appearance for the job? [X]Yes { |No
Have good personality for the duties he will have? [[X]Yes [~ ]No

SECTION V - NARRATIVE

As aresult of the interview with the applicant, write a short narrative of the general impression he makes as arbusinessman._
Is he articulate? Does he seem to have energy and drive? Are there any physical handicaps which might impair his ability

to manage? Doés he seem knowledgeable and confgdent. etc? If you think applicant can operate this business successfully,
state why, including consideration of required breakeven point versus what you think he can obtain. If you beligve applicant
cannot operate successfully, please comment the same way, only on a negative basis, Does he have the technical competence?

Note any other comments you think would be pertinent.

Mr. Pallasch has the necessary business skills and management experience toO ’
operate a men's clothing store. He projects a friendly and helpful attitude énd
he projects a positivd image. He knows his costs for doing business and has the
knowledge of pricing merchandise to provide a profit for the store.

N\
) | 13 :
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| SECTION VI - CONCLUSIONS

e Existing Business

' Applicant doing well, can probably success without management assistance,

1

i~ 1 Applicant can probably success, but will have greater assurance of success and higher profit with the

~ assistance recommended below. .

" 1 Applicant probably cannot succeed unless recommendations contained below are implemented.

" ! Appticant, even with management assistance, probably cannot successfully manage this business »
(Substantiated by evaluation, including natrative).

Prospective Business (includes those buying a business)

‘ Applicant probably needs no management assistance to succeed.

X ! Applicant can probably succeed, but will have greater assurance of succes® and higher profit with the
assistance recommended below.
{ _ Applicant probably,cann’oz succeed unless recommendations contained below are implemented.
. Applicant, even with prescribed management assistance."probably cannot manage proposed business
'succes.s!ully ( Substantiated by evaluation, including narrative). ¢

Management Factors Needing Attention
{X oppropriate box}

" 11, Sufficrent customers ] Merchandising (X)W1, Credit & Col- {1 16. Motivation
I (or potential) 7] 7. Advertising & ! lections []17. Attitude 1
Location sales promotion [ ] 12. Pricing (] 18. Character
. Initial stock and [X] 8. Recordkeeping [ ] 13. Projections (] 19. Sales to breakeven
suppliers & budgeting { "] 14. Personnel {71 20. Other (specify)

[ 7] 15 Future planning .

[ S
.

. Layout [ 9. Insurance, taxes,

4
5. Technical skills ' regulations
[ "]10. Money Needs

Mgmt Factors Action to Provide the Needed Attention

Needing Attn (Use brief narrative phrases to describe the factors needing attention and assistance to

;

(Number) ' be provided and/or action to be taken 1o correct of minimize adeficiency.) ‘
'8 Client will need assistance in establishing the proper accounting records
and procedures. - ‘

11 Client will need assistance in estab]ishiﬁg a procedure for keeping
accounts receivable current and a systematic procedure for collecting
past-due accounts. .

i

Signature of Management Assistance Officer Signature of Volunteer Completing report.

B
& ce Harmen
District or Branch Office . Reglonal Office Date ‘

SBA FORM 933 13.74)

Q . GPO 820-183
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, 1. DEPARTMENT OR ESTABLISHMENT, 2. TYPE OF TRAVEL 3. VOUCHER NO. o

- TRAVEL VOUCHER BUREAU DIVISION OR OFFICE [J vemror ARY DUTY

’* o the Privacy Act t PERMANENT CHANGE |4. SCHEDULE NO.
Statement on the back) OF STATION
a. NAME (Last, tirst, middle initial) b. SOCIAL SECURITY NO. [8. PERIOD OF TRAVEL
’ s. FROM b. TO

W

g .. MAILING ADDRESS (Include ZIP Code) i d. OFFICE TELEPHONE NO, |7. TRAVEL AUTHORIZATION

= ‘ s. NUMBERIS) [b. DATE(S)

b

2 e

> ) ‘

3 fa PRESENT DUTY STATION t. RESIDENCE (City and State)

‘ 10. CHECK NO.

t. TRAVEL ADVANCE | 9. CASH PAYMENT RECEIPT 11. PAID BY

4. Outstanding I __}4d. DATE RECEIVED b. AMOUNT RECEIVED
Amount to be apphed 1 i S
Amount due Government lr c. PAYEE'S SIGNATURE
(Attached: () Check [ Casn) .

D. Balance outstanding N

12, ?thElg#(;:lETNATI’ION | heraby assign to the United States any right | may heve against any parties in connection with resmbursabie ’ Traveler's Initials
REQUESTS, OR transportation charges described below, purchased under cash payment procedures (FPMR 101 -7 .
TRANSPORTATION Tt : -
TICKETS, IF PUR- ] TSSUING] MODE, POINTS OF TRAVEL
CHASED wn’H CASH AGENT'S CAR- CLASS OF
(Lyst by number betow | VALUATION RIER | SERVICE DATE
and attach passenger OF TICKET AND ACCOM- ISSUED FROM ro
coupon; if cash is used (Injtials) | MODATIONS
show claim on reverss (a) ib) fc) (a) (o) ]
side.)

‘ /
o '
\
»
. N i

13 | certify that this voucher 1 true and correct to the best of my knowledge snd behie!, and that payment or credit has not bean 1
received by me. When applicable, per diam claimed is based on the average cost of lodging incurrad during the period coverad by |
this voucher. ' [

TRAVELER’ DATE AMOUNT )

SIGN HERE | cLaiMEpP>  |s h

NOTE  Falsitication of an item in an expense account works a forfeiture of claim (28 U.S.C. 2514) and may result in & fine of not more

than $10,000 or imprisonment for not more than 5 years or both (18 U.S,C. 287: 1.d, 1001).

14. ,This voucher is sppraved. Long distance telephong calls, if any, are certified as 17. FOR FINANCE OFFICE USE ONLY L
necessary In the interest of the Governmant, (NOTE: If long distance telephone calls COMPUTATION |
aro included, the approving official must have been authorized in writing by the S !
head of the department or agency to so certify (31 U.S.C. 680s).) . EDI'\IFCFEESR —

. 1
(Explein \
; xplain 1

APPROVING ! DATE and how N

OFFICIAL amount) -+

SIGN HERE P> : . . , X

18. LAST PRECEDING VOUCHER PAID UNDER SAME TRAVEL AUTHORIZATION b. TOTAL VERIFIED CORRECT FOR ]
s, VOUCHER NO. 5. D.0. SYMBOL c MONTH & CHARGE TO APPRQPRIATION |
- ' YEAR
. . . <
RS c, TRAVEL ADVANCE N
THIS VOUCHER IS CERTIFIED CORRECT AND PROPER FOR PAYMENT {Appropristion symbol): |
ORIZED s .
TIFYING DATE e
PEICIAL
siGN HERE B> o, NET TO TRAVELERD> |$
18, ACCOUNTING CLASSIFICATION . . T
Q . . [
ERIC 19 '

e )

STANDARD FORM 1012 (REV.10-77) .
Prescrined by GSA FPMR (a1 CFR) 101-7
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. 1 / / .
INSTRUCTIONS TO TRAVELER (Unlisted items are self-explanato a ' ;‘;Z’r""’,"“‘)’,’,’" A3
' ati
SCHEDULE Col. c) 1t the voucher includes Com- Col. (d) | Show amount incurred for each meaI including tax and tip~ and daily total it this is a
° OF per dicm allowances for plete thru {g) [ meal cost. conunuation OF
EXPENSES members of employee's . only fh) Show exnenses, such as: laundry, cleaning and pressing of clothes, tips to beiboys, sheet. PACES
immediate family, show for porters, etc. (other than for meals),
members’ names. ages actual {1) Complete for per diein and actual expense trave’, TRAVEL AUTHORIZATION NO.
AND . 2988, fj) Show total subsistence expense incur ed tor actual expense travel.
M T and refationship to em.- expense {m) Show per diem mount, imited to maximum rate, or if travel on actual expense, ﬁhow
A OUN s ployee and mafital status travel the lesser o/' the amount trom col, {}} or maximum rate, -
CLAIMED of children {uniess infor- n) Show expénses, such as: taxi/hmousine fares, air fare (if purchused wth cash), -opal or |TRAVELER'S LAST NAME
. mation 15 shown on the long distance tetephone calls I(/)r Government business, car rental, relocation other than :
subsistence, etc,
«travel authorization.) . i
- 7 -
DATE TIME DESCRIPTION _ " ITEMIZED SUBSISTENCE EXPENSES / :f'LLTEEéGk AMOUNT CLAIMED
19 {Hour (OJeparture /arrival city, per diem MEALS L':;\f:gbs I TOTAL e ) .
pig k
.u:vn/zml zgef:;:;:;u, or other explanations BREAK SUBSIS. LODGING |suBsiSTENCE NO. OF MILEAGE [SUBSISTENCE OTHER
FAST |LUNCH |DINNER| TOTAL | TENCE EXPENSE MILES
fa) iv) fc) " {d) fe) {t) fg) h) {1) 1) (k) " im) in) —
11 T T T ' T ) J |
[ | [ { [ I | | { |
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- [COUNSELORS' CODE OF ETHICS

:

Thus, from time to time you may be asked to counsel a client‘in -
a business which you have not experienced. In most cases you will
be able to help substantially, but also when needed, call in other
counselors with rore pertinent background to assist. This ser-’

vice is a part of. your commitment along with your pledge of the
following: ’

1. I offer my services freely for the benefit of .the
local small business community. , ‘ -

2. I do not simultaneous]y counsel cases in which cli-
ents are in direct competition with each other.

. ¥, ‘
3. I will not accept cases in which there might be a
conflict of interest situation.

4. I will not charge for my services as a volunteer.




OVERCOMING COUNSELING BARRIERS

A goo@ working knowIedqé of effective business cbunseling tech- '
nigues and the skills to perform them well will probably be more
helpful than any of our other abilities in guiding our clients

to the right business decisions.
{

"Techniques of counseling have received major emphasis in the coun-

selor training sessions presented to thousands of SCORE members
throughout the United States. Following these meetihgs, the par-
ticipants were surveyed and they requested even more of the same.
In fact, Counseling Techniques was chosen over all other subjects,
including financial controls, loans, orientation and marketing.

The Chapter will cover the techniques of:
!
- the counseling interview--with emphasis on rapport and
/- passive and active listening. "Getting through’ the’
barriers" and helping the clients identify the problems;

{ - leading them to their own right decisions;

- assisting in a coach or mentor»rolé, in putting the right
solution into effect; .

- good "feedback," conclusion and case closure; and

. - effective counseling in a summary format.
The barriers to finding true problem causes and solutions are of-
ten varied and complex. A brief discussion of the more frequently
occurring ones is as follows:
- The natural reaction of many small business persons is

to resist outside advice and assistance.  They are

clasgic examples of the "I'll do it my way" attitude.

The fact that they choose to "run" their own business

is evidence of their independence and drive for indi-

viduality--very strong "egos."

- Frequently they have an antipatﬁy for the "establishment"
and reject government and the "bureaucracy" as wasteful
interferers and "impeders" of their efforts in the free
enterprise system. ) /

- Of those seeking counsel, it is sometimes believed that
a percentage of clients simply tolerate counseéling to
get something they think they need, such as a loan, sym-
pathy or a "catharsis" for their frustrations.

- A "non-directive" type interview does not inhibit the cli-
ent; 'and passive listening with acknowledgment responses
and active listening techniques allows, and-in fact en-
courages, the client to talk about the problem, free of
damaged ego inhibitors. ,

24,

‘
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CﬁECKLIST OF EFFECTIVE COUNSELING TECHNIQUES / /

A practlcal check list can be used to remind counselors of ways
to improve counseling techniques: ‘ :

v

For Better Counseling: \

Tune in to the client. ‘Use empathy.

Don't jump to conclusions. .
Look for the main ideas.: \
Watch out for the' client's feelings. |
Monitor your own feelings and point of view.
Notice non-verbal language.

Work at listening.

Get the data you need for good understanding. .
Restate important points in your own words. ‘.
Don't try to cover too many subjects.

Bite your tongue.

Be 'sure you've got_all the facts.

Critical Steps in the Counseling Process

Maintain a business attitude. , { '

Keep on%track. kid
Get.additional information.

Pay compliments.

If you need help, admit it.and get it.

Don't waste time. '

Summarize key facts and commitments. ,
Schedule your suggestions. '

' Field Visit Hints
Be prepared!
Be sure you are qualified to make the visit.
Have the background and history of the business well in
mind. _
Let the client know you are coming. Be sure the time
is convenient for him.
Look around before you enter the client's place of busi-
ness.
Be sure the client knows why you are there.
Give compliments and discreet suggestions for improvement.
You are not expected to, know all the answers. Get help
if needed.

4

-t




' COUNSELING CHECKLIST QUESTIONS
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Full Tt Provided by ERIC.

determine if the problem, indicated by the client is truly the problem?

COUNSELING CHECKLIST QUESTiONS AND RELATED SBA PUBLICATIONSl

. ‘ . .
The responsibilities of a SCORE/ACE counselor are many and varied. .
The purpose of .this handbook is to give you assistance in fulfilling
the client's expectations.

The small business owner/operator today muyst pogsess numerous skills. :
The following checklists contain questions that will guide you in
determining where your ‘counseling efforts shodld bé directed.

. “ - : -

The checklists were not designed to be used as the only counseling
tool. Théyﬁwere designed to serve as a guide in your preparation
for the counseling visit. A suggee&tion (recommendation) is that

the counseling client should not see the "checklists,".'as this would
detract from spontaneity of the counseling session.

/

The SBA office will normally tell, you of the problem area(s) that the’
client(s) indicated in their counseling request. You then should
review the appropriate checklist prior to your scheduled visit. By
discussing the checklist points with the client you will be able to

if there are other problems, and what could be an appropri¥te plan of
action to correct problem area(s). .

“ : . / 5
In brder to determine the major problems of your client as well as to
assist you in developing a -counseling plan, your counseling report
should contain the following figuress net sales, gross profit ($ and/
or ¢), het profit ($ and/or %), net worth, accounts receivable turn-
over, inventory turnover, and accounts payable turnover.

The following checklists and related SBA referergce publications can
be used by you as a counselor prior-to meeting with the client. You
may wish to obtaigv§0pies of appropriate SBA publications to leave
with the client. The checklists identify certain questiong or points
of discussion regarding these topics: , i

1. Market Evaluation Chicklist

2. Merchandising Checklist

3. Pricing Policies Checklist - .

4. Sales Development Checklist

-

5. Seasonal Variations Checklist

‘)"
~ )

¢
1Checklist'Lists and References prepared by Larry Mandigo
Business Management Specialist, Gasper District Office.




6. Location Checklist , o - | (

(a) Retailers - I S \
(b) Wholesalers ' . .
(c) Manufacturers

. (d) Sexgyice Firms
7. Layout Checklist ~
- (a) Retailers
(b) Wholesalers

(c) Manhfacturers

8. Recordkeeping Checklist

9. Expenses and Bréak=even Checklist |
1,0. _Agsets.Adequacy EQaluation_Checklist
’ 11; Purchasing and InVéntdry Controi;Chgckliét
12. Credit Policies Checklist -
£3. 'Persdnnel PolibieslgheékiiSt '

14. Financial Condition Checklist o
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1. Market Evaluation-Checklist

‘A. Is the f;rmfs major problem a lack of sales?
B. What has been the trend of sales in recent yéars?

C. What factors can be determined as the reason for the
©  trend of sales? Co

D.  Was a proper market surveyemade when the firm started?

E. If so, what were the predicted results in sales volume?

F. 1If not, should such a survey'be made now?

G. Have the basic sources of market survey data been studied?
: ) Sources of data for making market surveys may include ~ '
C but are not limited to:’ v e

(1) Major trading maps
“(2) Road maps
(3) Census tracts . .
(4) The United States Census of Business
‘ (5) Trade association reports :
A (6) Chambers of Commerce B :
(7) Bureau of Busidebs & Economic Res%?rch at Universities
(8) Market research -
. (9) Advertising firms

H. Does population growth, new competition, or competition
change in methods justify new ways .of serving this market? .

: . - / .
I. Has the character of the population in the trading area
changed, aside from general growth or decline? Has this
affected sales? ‘ . ' o

J. Has the ratio of population to number of firms in this
trading area changed since the firm was established? If
so, what has been done by management to keep current with
these changes? ' '

K. Does the future look good, medium, or bad for this firm'

o in this market? '
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"RELATED SBA REFERENCES——MARKETING

"What is the Best Selling Price?"

"profit Pricing and Costing for Seryices"
"Pricing for.Small Manufacturers"” '

"Selling Products on Con51gnment"

"Credit and Collections" '

"Tips on Getting More for Your Marketing Dollar"
"Market Overseas with U.S. Government Help"
"Exhibiting at Trade Shows"

"Developing New ‘Accounts”

"A Pricing Checklist for Small Retailers" !
"Advertising Guidelines for Small Retail Firms"
"pPublic Relations for Small Business" '
"plan Your Advertising Budget"

"Do You Know the Results of Your Advertlslng°"
"Factors in Considering a Shopplng Center
"Business Plan for Retailers”

"Using a Traffic Study to Select a Retail Store
Site"

"Marketing Checklist for Small Retallers
"Learning About Your Market” '
"Store Location: 'Little Things' Mean a Lot"
"Retailing"

"National Directories for Use in Marketlng
"National Mailing-List Houses"

"Marketing for Small ‘Business"”




/ A.
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‘ 2. Merchandising Checklist

Does the owner recognize the differences in convenience,
shopping, and specia{ty goods? ‘ '

Convenience goods are products which the customers desire
to buy with a minimum of effort. Price is not a fagtor.
Examples are: tobacco, drugs, candy, soft drinks, maga-
zine/newspapers, ice cream.' : '

Shopping goods are those items which most customers buy
after comparing prices, fashion, quality’ and service of
several different sellers. Relatively high in value and
are not bought frequently. Examples are: " furniture,
rugs, suits, shoes, jewelry, chinaware, automobiles,
appliances. ‘

) . !
Specialty goods are items which the individual buyer be-
Iieves have special qualities that make him/her prefer
them. High value, price is not of major concern, prefer-

ence for a particular brand. Examples are: stereo equip-

ment, expensive clothing, televisions, tires, period
antiques, brand name chocolates.

Is the merchandise inventory arranged to reflect these
categories? :

If sales effort is primarily in one category, does the
merchandising policy properly reflect this fact?

Is the herchandising policy generally in line with the
majority of customers in the trading area?

- !
Are selling policies ahd services in line.with the pro-
ducts (credit plans, delivery services, etc.)?

If selling industrial goods, does the firm recognize
the differences in merchandising its goods and consumer
goods? -

Is the location consistent with the type of merchandise.

sold and the price policies in effect? .

Is employee capability consistent with the needs of the
type of merchandise being sold? : -

34
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RELATED SBA PUBLICATIONS-~-MERCHANDISING

,"Measurlng ‘Sales Force Performance”
"profile Your Customers to Expand Industrlalg
Sales"
"Is the Independent Sales Agent for You?"
"Developing New Accounts"
"Improving Personal Selling in Small Retail
Stores?
"Retailing™
"National Directories for Use in Marketing"




3. Pricing Policies Checklist, : -

!

A. Do prices now produce an average gross margin consistent
with the sales volume for this type of flrm? If not, .
why? .

B. 1Is the firm's pricing policy influenced by nationally
advertlsed products, or competitor prices?

C. 1Is market strategy employed in setting prices?

D. Is the owner reluctant to adopt leéss-tha-average markup
prices when good judgment dictates their use?

E. Do prices reflect attempts to sell slow-moving mechan-
dise?

'F. Are proper methods used in moving slow merchandise?
G. 1Is style merchandise a factor in mark-ups and mark-downs?

H. Does original mark-up policy reflect normal mark-downs,
employee discounts, damaged merchandise, and shortages?

I. . Does the firm use adequate mark-ups to produce desired
results?

J. Are mark-ups based on cost or retail priceg?

K. Have "loss leaders" ever been used? Were they necessary
-and/or productive?

L. Does the firm's over-all pricing policy reflect a dynamic
management? '

M. Do above-average mark-up sales cover the sales in less-
than-average mark-up items? /.
RELATED SBA REFERENCES--PRICING

MA 1.002 ' "What_is the Best Selling Price?"

MA 1.005 4 . "Pricing fotr Small Manufacturers"
SMA 4.014 .~ "A~Pricing Checklist for Small Retailers"”

~




Sales Development Checklist

A.
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-

Has the firm- properly disﬁinguished petween established °
demand and promoted or created demand for its goods?

Has the owner considered all the direct and indirect
sales promotion methods? :

/
Are the applicable sales promotion methods being used
in effective quantitites? ’

Is the present advertising program being checked for its
effectiveness? !

Is the present sales volume consistent with the potential
for the firm in this trading area? If not, how could it
be increased? I :

Do customers generally reflect a feeling of satisfaction
in doing business with the firm?

What is the firm's image in the community thch it serves?
How could it. be improved if deficiencies are found?

Is personal selling by employees consistent with the best
practices?

[y

Do any suggestions seem apparent for improving sales pro-
motion? ; ‘
/

Seasonal Variations Checklist

A.

Does the firm have distinct variations in sales in dif-
ferent months and/or seasons of the year? e

Is the management using accepted methods of adjusting
operating expenses to thesé variations?

Is purchasing policy consistent with the noted variations?

Would the addition of different lines of merchandise or
different products help to even out the seasonal varia~
tions in sales? ST

If seasonal variationé are drastic, would it be better
to close the business entirely for some period during the
year? -

If a manufacturing firm, would it be more profitable to
use the slack periods to build up inventory and to cut
down factory overtime in the busy seasons?




-16-

6. Location Checklist

Retailers--Location

'
4

A. .Is the firm located in a high or a low-rent area? Should
) it be? 1Is the rent paid by the firm competitive?

‘B, If in a low-rent area, and cémpeting with firms in hiéh-
rent areas, how does it compensate in attracting cus-
tomers? -

!

C. Is the location good from the standpoint of meeting com-

petition?

'

D. 1Is the total traffic in the area adequate?
E. Do neigpboring stores draw potential customers?

F. 1Is there a parking problem for customers? Would it be
worthwhile to pay for customer parking?.

G. 1Is the location good for development of sales via pro-
motion?

H. 1Is this location appropriate to the principles of loca-
- tion for convenience, shopping, and specialty stores?

I. 1Is there a better site available in the area?

J. 1Is the "going-home" side of the street or. the "sunny-
side" of the street important to this firm? Does it have
this advantage?

K. Do the community and general area suggest adequate pay-
rolls, population trends, living habits, and attitudes ,
to encourage firm development here?

L. Arevany other disaévantageé of this location observed?

'
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Wholesalers--Location

/

A. Is the location economically accessible to its market?

B. Are shipping costs in receiving inventory the lowest
available? Would additional rail, truck, or air facili-
ties improve efficiency and reduce costs?

C. Do competitors have advantages in costs of delivery to
customers due to better location?
4
D. Do customdrs visit the store in person or call in orders
by phone? 1If they visit, is the accessibility and cus-
tomer convenience satisfactory? !

E. Does this location make possible the best layout of mer-
chandise to expedite order filling and minimize ¥ abor
costs?

)

Manufacturers--Location

. / .
A. Should this type of manufacturer be close to its markets
or to its raw materials? Is it?

B. Do the factories at this location make possible the best
use of the appropriate production layout?

C. 1Is the location appropriate to hiring the types of labor
required? Is adequate’ labor of the desired type avail-
able?

D. Are utility costs consistent with those available at
gther potential locations? '

E. Are adequate shipping facilities available at competitive
costs? Would additional competition by shippers be
helpful? . !

’

{
F. Are government attitudes and community facilities encour-
aging?
G. Do alternative locations offer reduced costs or better
profits? Why?
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Service Firms--Location . /
. ’
A. 1Is customer visitation an important part of the business?
If so, are facilities for customer comfort adequate?

B. Is the location consistent with the type of clientele
sought and its habits in buying this service?

C. Does the firm need a high-rent location? 1Is-it in one?

D. If efficient working conditions for employees are im-
portant, do.they exist?

E. Is the firm paying an expensive rental for space when

most of its business comes via telephone? Is thls neces-
sary?
, F. Is drop-in business important? Does it exist in adequate

quantity? Can it be developed by advertising?

RELATED SBA PUBLICATIONS

MA 2.002 "Locating or Relocating Your Business"

SMA 2.017 "Factors in Considering a .Shopping Center Loca-
tion"

SMA 2.020 "Business Plan for Retailers" !

sMA 2.021 "Using a Traffic Study to Select a Retail Site"

SMA 2.023 "Using Census Data to Select a Store Site"

SMA 4.012 "Marketing Checklist for Small Retailers"

SMA 4.019 "Learning About Your Market”
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Layout Checklist : / )

Retailers--Layout

A,

-

Is the present layout encouraging to sales because it
reflects buying habits of customers? :

Could it better reflect a good "selling machine"? How?
Is merchandise attractively displayed?

Is merchandise displayed to facilitate easy comparisons
and easy examination? '

Is customer comfort properly provided to meet the par-
ticular shopping habits of the firm's customers?

!

Are associated lines of merchandise displayed adjacently?

Does the Iayout'reflect maximum use of .liqght, ventila-
tion, and heat? : ! '

Is maximum view of store space by customers, employees,
and managers desirable?

Are selling and non-selling activities properly separated?

Are convenience, shopping, and specialty goods properly
located in the floor plan?

Does the image of the store’'reflect colors, fixtures, and
displays which are compatible with the ty?e of customers
sought?

L

Wholesalers--Layout

A.

B.

cC.

Does the layout make order filling easy?
Are most popular lines of merchandise located adjacently?.

Is maximum use made of rolling equipment in €illing
orders? '

Do customers visit the, firm often? If so, is the image
proper?

Are receiving doors convenient  to inventory stocks?
Are doors needed?

1

Is the line of travel from merchandise collection for
orders to location of loading deliveries direct?

4 ,.

-4
{
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G. Are aisles wide enough for efficient operation?

H. Can the height of merchandise stocks be requced.in the
present space? ! ‘ ]
) )
Manufacturers--Layout

A. Does the firm now use a process Or a DI duct layout? .

Is maximum use made of the advantages of the present
layout? - .

.

Can the unproductive movement of raw materials, goods
in process, oOr finished products be reduced?.

D. Are testing and quality-control stations located in the
best spots on the production line? Should there be more

quality-control locat}ons?

E. Are materidls to be placed in production located close
to the point of introduction. into production?
. y

F. Are material-receiving areas located as close to store-
rooms as possible? /

EJ

G. Are lunch areas, rest rooms, drinking fountains, and

other employee areas located for maximum efficiency?
) /

r

RELATED SBA REFERENCES -

-SMA 7.006 "gfficient Lighting for Small Stores"
SMA 4.016 "Signs and Your Business"

SBB 10 "Retailing"” : /

SBB 79 "small Store Planning and Design”

‘
[} 4 R
¢




8. Recordkeéping Checklist

A. Does the proprietor have monthly financial statements
easily available? -

!

- .
'B. Does a complete accounting. system exist?

. 8 . .
The elements of a good -accounting system are:

M (1) Business checking account ' ‘
(2) Sales records : \-
(3) Cash receipts .
(4) Cash disbursements,
(5) Accounts receivable
(6) Accounts payable
. (7) Record of business assets
(8) Depreciation schedule ,
(9) Insurance records /
(10) Employee compensation
(11) Inventory control -
(12) Bank account reconciliation
(13) Petty cash
e C. Can the owner tell .quickly the amounts owed by credit
. customers? (Is theke an accounts receivable ledger of’
some ' kind?) ' .

D. Can sales easily be oken down into departments, chief
'lines of merchandise,N\Qr spe2$91 items? '

E. Does the system in efffect provide a means of telling the
profitability of individual departments or. lines of mer-
chandise? . T

-

F. Do the monthly adjusgtments include properly the chérges
r for depreciation, amortization, and new inVentories?~

G. What type of information, not now easily awailable, does
an owner need? ) 7V '

H. Does the firm take advantage of burchase discounts? Do
" the records®provide adequate notice of discount periods?

I. Do procedures include a regular aging of accoants re-
celivable? ‘

o I

33 &
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1.013
1.014
2.015
7.002
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©2.019
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RELATED SBA ‘PUBLICATIONS--RECORDKEERING

s

"Steps in Meetlng Your Tax Obllgatlons
"Getting the Facts for Income Tax Reporting"
"Can You Use a Minicomputer?"

"Association Services for Small Businegs"
"Accounting Services for Small Service Firms"”
"profit by Your Wholesalers' Service”
"Keeping Records in Small Business"

"Computers for Small Business--Service Bureau
,of Time Sharlng

"Retailing"

"Recordkeeping Systems--Small Store & Service
Trade"

"Data Processing for Small Business"
3
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Expénse and Break-even Checklist'i

A

<«

« Have flxed and variable expenses0been thoroughly deter—'

mined? , : S - it

1

Are there advantages to alterlng the - present relatlon-»
shlp of flxed and var1ab1e expenses°' Is this poss1ble°

‘Has .the flrm produced a break—even ,point for annual

_ operatlons'> N - _ ) . ;

Has thxs point been reduced to month1y=periodS?
gould the break-even p01nt in sales be lowered? How?

Can '‘any fixed expenses be made varlable in ordéf//Z?
reduce ra.sks'> ‘ - o

How would Jprofits change w1th a ten (10) percent in-
crease in sales?, ) :

/ ' s
How would proflts change with a ten (10) percent reduc-
‘tion: in fixed expenses? . '
Is the firm approaching 100 - percent of capac1ty in 1ts
present quarters'>

Is the present percentage of eapacity known’l Can it be

'1ncreased° , : \

Is each expense dollar proV1d1ng a productlve return
the flrm'> , . 0 . .

Can semivariable expenses be controlled any betterz

3% U
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11.

A,

B.

F.

»

L =24

‘Asset Adequacy'Evaluation Checklist .\

Does the firm lack any assets which would improve its -

capac1ty for service, its image, or 1ts prof1tab111ty°
Are its store f1xtures, off1ces, and/or machlnes modern°:
Would newer ‘ones improve image,- serv1ce, or prof1t-
ab111ty7

Are present flxed assets consistent w1th the £loor plan,

available” addltlonal space, and customer comfort?

-
o

/
Does the firm have the necessary capital- to f1nance .
its own rece1vab1es° Should this be done? '

Do growth requ1rements of the immediate future suggest

the need of any other current or fixed assets? If so,
- are plans sat1sfactory for their acqu1s1tlon°,

Could the f1rm expand sa1es and prof1ts w1th more assets

_in its present operatlon° -How?

Purchas1ng & Inventory Control Checkllst ,

A.

Y y

Are the proper sources of supply now being used?

Is the firm taklng advantage of a11 purchase d1scounts°

‘How are m1n1mum 1nventor1es .and ordering points deter-

mined?’

Has the firm suffered from "stock-outs" of finished
merchandise or raw materials?: Y

What is the,record for the quality, service, and price
of its present suppliers?

»

'How does the firm set ité{minimnm ordering quantities?

'Has buying policy been guilty of buying too large quan-

tities which were not justified by carrying costs?

What is the cost’ of carry1ng 1nvent0r1es in stock until
needed? Inventory cost includes such things as interest
on inventory investment, handling cost, depreciation and
obsolescefice, taxes and lnsurance, storage or warehouse '

cost.

»

Does the firm owner know what the best average 1nventory‘
is and use it to guide purchasing policy? :

' Could more effectlve purchasing contribute profits to
the present results of operation? How?
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SBB
SBB

Credit Policies Checklist

A.

B.

| C..

|

Is the/firm financially equlpped to carry Lts own ac-

counts recelvable'> )
What types of credlt accounts are avallablL to customers
now'>
Should other types of accounts be made ava lable?
What ‘is the cost of administering the present credit _
program? -
Would it be better for this firm at this the to discbunt
all its receivables with a finance company jor bank?2.
\ o : . 2

Are credit card sales being .collected efficiently? What
is their cost? ' ‘
Should the flrm issue- its own credit cardsﬂ
Does its credlt policy reflect the' fact that the company
has both small and large credit sales? \ . oy
Has an aging of accounts rece1vable been maae lately'>
What does 1t show? , \
Has the wrlte—off of bad debts been reallst%c, too low,
or ‘too hlgh\f . :
If the flrm sells to bus1ness firms, has a sales discount
been offered? Should it be? l
‘Has the firm taken advantage of purchase dlscounts
offered to it? o \
Is the credit pollcy current and known to approprlatev
personnel7 = ' e

- l -
Wﬁat is the accounts recelvable turnover? ’'Compare to
historical data. (Ratio Analys1s #1‘2) !

RELATED SBA Q’FﬁRENCES
1.007 "Credit and Collections"

10 "Retailing"
31 "Retail Credit and Collections"
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Personnel Policies Checklist

A.

B.

#hat has been the turnover of desirableyfgployees?
Are any outstanding reasons for resigﬁ%é&ons to be observed?
o ¥ v ‘ '
Does the company provide training for new employees?
Are company policies regarding pe;Eanel knoWn to all new
and old employees? N\
i
Are there incentives in the personnel pollcy for employees
to 'seek advancement?
/ o ‘
Does the policy reflect the generally agreed-upon objec-
tives -0of all employees’
Do opportunities exist for employees to work at dlfferent
types of posittons. /
Is the company image one.that suggests this is a good firm
to work with? . ’
Are pay scales and/or other advantages con51stent Wlth
larger firms in the area’
Is there any problem of embfoyees_being over-trained 6r
under-trained?
Are there any recommendations for changes in the present
policies?
‘ RELATED SBA PUBLICATIONS
5.001 "Checklist fors Developing a Training Program"
4.003 "Measuring Sales Force Performance"
3.001 "Delegating Work and Respon51b111ty
5.002 "Setting Pay for Your Management Jobs"
5.003 "Pointers on Preparing an Employee Handbook"
5.004 "pPoints on,Using Temporary Help Services"
5.008 "Managing Employee Benefits"
7.002 "Association Services for Small Business"
5.006 "Setting up a Pay System"
4,014 . "Improving Personal Selllng in Small Retail Firms"
5.005 "Staffing Your Store"
10 "Retailing"
72 - "personnel Management"

86 "Training for Small Business"




14.

-27-

/

Financial Condition Checklist (Note: seg.bége for an

explanation of how the various ratios are computed.)

A.

What is the relationship of assets and liabilities?
(Ratio Analysis #1)

‘What is the relationship of current assets and current

liabilities? (Current Ratio) (Ratio Analysis #2)

.Are the current assets truly current?

“~

 Are the liabilities properly classified?

What is the working capital? 1Is it adequate?
What is the quick pafio? (Ratio Analysis #)°3

Is the firm trading on too thin an equity? (Ratio
Analysis #4) ' : ’
QA

Does it have trouble paying its current bills? Why?

Have the accounts receivable been aged recently? What

is the firm's policy on charging-off uncollectible
., accounts? : '

How much of currént profits is going to pay for fixed
assets? s !

Are any creditors withholding credit because of the com-
pany's debt-paying habits or is it other financial prob-
lems? (Ratio Analysis #10 and '#11)

Does the firm need additional investment capital? Are
any sources available?

Is the inventory turnover a cause of financial stress?
Has it been reviewed for slow-moving merchandise lately?
Are there ‘@ther problems? (Ratio Analysis #8)

Is the gross margin consistent with that of comparable
firms? If not, why not? (Ratio Analysis #18) /{

Are operating expenses in line? If not, why not?

(Ratio Analysis #¥8) | §

Do company policies indicate that the financial condi-
tion will be improved? Why?’
/

Are other financial weaknesses apparent?

Note other appropriate ratio analyses as identified on
pages o
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MANAGERIAL USES OF ACCOUNTING STATEMENT ANALYSIS AND RATIOS

' By Dr. Howard Lysne, Moorhead State University, Moorhead, Minnesota

what are the objectives of good business management? A good mana-
ger should strive to-=- .

I

1. Provide the public with dependable services and préducts at

- a fair cost.
2. pProvide a livelihood for the employees of the business.
3. Be a good neighbor in the business community and contribute
to the betterment of the community. .
4. Maximize profits from the resources or assets available
(This is one of the most important objectives and the
onue on which success or failure will be judged.)

what is good business management? "It is the art of making de-
cisions in planning, coordinating, controlling and directing a
profitable business through one's own effort and the efforts of
the employees. '

, ' /
The businéss manager must make decisions and solve problems. To
help do this, information and facts are needed. /' No longer can a

. manager afford to make decisions based on hunches or intuition.

/
Accounting is often called the "language.of business." This is
because business facts and events are collected, classified, and
reported in accordance with accounting principles and procedures,
and in accounting germs. Accounting enables companies and govern-
mental agencies to summarize and report in an understandable
fashion a huge nuqber of transactions. '

Today a business must do some accounting whether it wants to or
not. Think of the numerous federal and state laws requiring in-
formation from the business '
1. State and federal income tax laws. (Must determine profit to
pay taxes.)
2. Payroll taxes. (FICA, Unemployment, Workmen's Compensation,
etc.) )
3. Fair labor standards dct. (Overtime provision and minimum
wage.) i !
4. State sales tax data.
*
However, because we are forced to do accounting, this should not
be our primary reason for doing it. We should do it because of
the information it can give us in managing our business. Account-
ing should be thought of as a "tool for the manager." Accounting
does provide information-- ' :

-

ra
-}
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1. For various federal, state and local governmental agencies.
2. For creditors. : ‘

3. For present and prospective owners.

4. ' For managers for the improvement of their business.

/

/

In order to better manage our business, we should get three basic
types of information or reports from our accounting records.

1. Historical féportsf-these we should analyze.
2. Future performance repogﬁs-—budgets.
3. Current performance reports--controlling.

/ )

ANALYZING FINANCIAL STATEMENTS

We should spend some time analyzing these statements so that we
can evaluate past results. We should try and determine weak-
nesses in the business and try to improve them in the future.

Our analysis can indicate areas to check on in the current opera-

tion. We should look for the following when,we make our analysis:

1. Are we growing? 4. How is our activity?
2. How is our liquidity? 5. How are our operating expelnses?
3. How is our equity? 6. How are our earnings?

{

Regarding Statement Analysis
1. Statements must be reliable or no use to analyze.
2. Statements may have to be restated for analysis purposes.

3. 1In analyzing statements, make use of comparative statement
analysis. Compare the current statements with--
a. past year's 'statement
b. the budget,
c. the industry as a whole

4. Ratio analysis can be helpful in reducing large dollar amounts
to more understandable terms.

A

5. Ratio expresses a relationship between two items--may be ex-
pressed as a ratio, times or percent.

6. Ratio analysis can call attention--early--to things that
should be looked into and corrected.

7. Select ratios best suited to your business--many can be
computed--not all needed. )

8. Select ratios for which you can get industry comparisons.
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»

9. Should have a good method for comparison of ratios from one
period to the next--trends of ratios probably more signifi-
cant than single measurements

10. Ratio and comparatlve statement ana1y91s is just another
tool for the manager. Must be used with caution--non-
- financial factors may be just as important.. Some businesses
may be good but have poor ratios or vice versa.

Note: Refer to pages 33 to 36 for examples of financial state-
- ments and ratios.

Each of the Percentages and Ratios Can be Used in Four Ways:
1. To show the felationship existing at a specific time.

3.
3. To study the trend of each of these relationships.

4. To compare with comparable external data (national averagesb.

To compare with relationship in prior years.

Formulas for the Ratios: (A Ratio is a relationship between 2 items)
T [}

-

1. Working Capital = Current Assets - Current Liabilities. (Gives .
* ‘the amount of Working Capital.)

.-

/
Current Assets

2. Current Ratio = oo r—TTaFilitles

(Tells how many dollars in Current Assets to pay each dollar
of Current Liabilities.)

. - Cash + Receivables + Mkt. Sec.
3. Acid Test or Quick Ratio Current Liablllities

(Tells how many dollars in cash or near cash to pay each
dollar of Current Liabillties )

Total Liabilities

4. Total Debt to Total Assets = Total Assets

(Gives the percentage of the business owned by creditors.
Debt Ratio.)




10.

11.

12.
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Total Capital o ‘ ‘o
Total Assets

4

Net Worth to Total Assets =

(Gives the percentage of the business owned by the owner or
owners. Equity Ratio.)

Total Capital
Total Liabllitiles
/

Net Worth to Total Debt =

(Tells how many dollars in equity are invested compared to
each dollar of debt. Considered to be some measure of safety
for creditors.) ' /

Net Sales
Total Assets

Net Sales to Total Assets =

(Ability of firm to generate sales in relation to total
assets.)

. _ Cost of Goods.Sold
Merchandise Turnover = zg ot - Tnventory (Cost)

(Indicates the number of times the inventory is purchased and
sold during the period.)
4

365
Merchandise Turnover

Day's Sales in Inventory =

(Indicates the average number of'days it'takes to dispose of

the inventory.)
13

Annual Credit Sales ;
Average Accounts Recelvable

Accounts Receivable Turnover =

(Indicates the number Jf times the Average Receivables col-

lected during the year.) -
= 365 <:;‘

Average qulecthn Period = Accounts Receivable Turpover

(Gives average number of days sales are uncollected.)

/

nover = Annual Credit Purchase Merchandise
Average (Trade Accounts Payable

Accounts Payable TWL

(Indicates the number of times average Accounts Payable paid
during year.)




/

v ‘ : /

| ;
o
, 13

?

—327

. A 365
- Average Paym?nt Period ~ Accounts Payable Turnover

!

(Gives average number of days phrchases are unpaid.)

Selling Expense
Sales: ’ ‘ ) !

14. sSelling Expenses to Sales =

(Gives amount of % of sales dollar taken for selling expeqses.y

15. Operating Expenses to Sales = Totalloperatlng Expenses'
Sales .

(Givgs the amount of % of sales dollar taken for operating

expenses.)

o

Gross. Prafit
Salgs

16. Gross Profit to Sales =

!

(Tells how many cents out of every sales dollar is available
to pay expenses and contribute to profits.)
oo )

Net Income

17. Net Income to Sales = -
Sales

Y ' I

-

5 ’ XY
(Amount or % of Net Income per dollar of Sales.)

/
¥

Net Income

1 =
18. Net Income to' Net Worth Total Assets

(Amount of % of Net Income per dollar of investment.)

Net Income

19. et Profit to Total Assets = Total Assets’

L

(Amount or % of net income pér dollar of investment in Assets.)

Net Income (After Taxes)
No. of Shares of Stock

20. Earnings Per Share =

(Amount earned per sniie of stock. Subtract preferred divi-
dends from net income.

Earnings Per Share ’

Current Market Price Per Share

21, Price-Earnings Ratio =

~

(Number of times market price is for earnings for the year.)

On the foilowing pages are examples of how ratios are computed.
You may wish to refer to the reports on pages to further
understand how ratios may be computed from various statements
and reports. !

/

O
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RATIOSibﬂD'OTHER MEASUREMENTS FOR THE DOE HARDWARE COMPANY

o Analysis Ratios and Other Measurements Last Year This Year Industry
.~ Total Asscts ) 41,000 66,500' —_
' ' Total Liabilities - . . 22,000 23,800 |
1 Total Net Worth »a“ 19,000 22,700 |
1: Are we growing? Book Value Per Share o , ' -
Tbtll Sales e 80,000 100,000 -
S Net Income (B.T. or A.T.) ' (1,550) 950" -
# of Employees |
J {Workingl Capital 16,400 20,000 ‘
Current Ratio = . 2.09 tol 2.19to1 2.2 to l
2. How is our liquidity? - ' .
) Quick Ratio . .49 to 1 .67 to 1
Statement of/Application\\f Funds |
Total Debt to Total Assets :54_ .51 .58
. : ‘ ‘ Net Worth to Total Assets \, .46 .49 i
3. How is our equity? {Net Worth to Total Debt .86 to pA—~ .95 to 1 _.72to 1
Total Debt to Net Worth \";\ © 1216 to Y 1.05to1l 1.38 tol
Total Asset Turnover i ) T 1.95 2.04 2.1
' méerchandise Turnover - 2.35 - 2.82 2.6
, Day's Sales 1p Inventory ‘2 155 129 T 140
r How is our activity? - Accounts Receivable Turnover 11.11. . 12.53- ‘11,68
' ; Average Collection Period '1§ 33 29 3l
Accounts Payable Turnover % 6.04  6.50 8.90
b Average Payable Period Lo 60 56 41
) elling Expenscs to Net Sales 19.9 - 19.4 18;8
_ {Mniniltntive Exp, to Net Sales 12.0 11.2 _ 1.e
5. How are our operating Operating Expenses to Net Sa es ‘31.9 30,6 30.4 :
expenses?
' Selected Expensea to Net Sales
(Employee Sal, Owner Salary,
. AMvertising, Rent, etc.) .
_,) Number of Times Interest Eafned 0.0 2,21
‘ Gross Profit to Net Sales (Margin) _ .30 L1525
o Net Income to Nkt Sales { Q.93) .95 2.10
6. How are our earninga? Net Incomd. to Net Worth f (.08) .042 .045
Net Income to Total Assets j | (.038) .02 ) .027
Earnings Per Sharec i _
7. Break-Even Point . f . ,
‘ | 63,167 72.222
!
I

As we make this analysis, we should note weaknosses [that need correction and then the actions

we should take to remedy these weaknesses.

ERIC s
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DOE HARDHARE COMPANY

Statement of Application of Fundl | o~
For Year Ended Dccenbot 31, "19-B

N

hnds were provided Bys.
Operationl.

Net income per-income statement

MA:

By Additional Inveltment by John
Total Funds Provided

Punds were applied to: )
Purchase of PFurniture & Pixtures

Leasehold Improvements -

Increase in Working Capital

Depreciation of Delivhry Equipnent
Depreciation of Furniture & Fixtures
Depreciation of Leasehold Improv.

Doe -

7

-$600
700
‘400

$ 950
1,700 $2,650
2,750
$5,400

- §1,000
800 1,800
$3,600

-
-

The increase ‘in Working Capital is Accounted For as follows:
{

wotkin% Capital'lfama”
urre B /

Cash
AccountolnacGIVlble
Merchandise Inventory
Prepaid Expenses

Total Current Assets
Current Liabilities:

Notes Payable (Bank)

Accounts Payable (Trade)

Other Payables

Tota)l Current Liabilities

Total Working Capital (Increases-Decrgases)

iﬁcreases in working Capital

" pec. 31

//f~
re
-~

. Dec. 31 Working Capital
' Year A Year B Increase Dacrease
L . .
200 2,500 2,300
7,200 8,750 1,550 .
23,600 25,000 1,400
400 550 150
31,400 36,800
22300 ==£255 . .
]
4,200 4,000 200
9,200 11,000 1,800
1‘600 1,900 -2°°n
15,000 6,800 "
16,400 20,000 5,600 2,000 :
3,600 3,600
20,000 20,000 5,600 5,600




‘

- ASSETS - —
Current Assets: ' T
" Cash : .

Accounts Receivable (Net)
Merchandise Inventory .
Prepaid Expenses
Total Current Assets
Fixed Assets: ] ’
Furniture & Fixtures
.. Less: Accum. Depr.
‘' Delivery Equipment
: .. Less: Accum. Depr.
Leasehold Improvements
Less: Accum. Depr.
.Potal Fixed Assets .

Total Assets S v

LIABILITIES -

Cﬁr:ent Liabilities:

Notes Payable (Bank)
Accounts Payable (Trade)
Other Payables _

‘Total Current Liabilities

'Long Térm Debt:

" Mortgage Payabieh\
Total Liabilities ’

, CAPITAL
John Doe, Capital, 1-l.

Add: Additional Investment
,Net Profit
Deduct: Net Loss

John Doe, Capital’ 12-31

9

Total Liabilities and Capital

v

nat

. o N \e
o )
\ .

Lo o N  v
S ‘(‘IID o o N\

DOE HARDWARE COMPANY. ‘ "
Comparative Balance Sheet . ¢ °
‘December 31, 19-A & 19-B S - .. Increase -

' . o o © " ‘Industry. & . or

Year A . - Year B N N T " (Decrease)
200 ‘.49 . 2,500 5.37 5.42 2,300
7,200 *17.56 " 8,750 18.82. . . '17.188 .~ 1,550
23,600 57.56 25,000 53.78 51.30 -1,400
- __. 400 .98 550 <17 .74 150
31,400 -76.50 '36,800.°79.14 74.64 5,400,
6,000 v , 1,000 . . _ N
1,200 4,800 11.71 _1,900 5,100 10.97 300
3,000 . "3,000 o ‘
. 600 2,400 5,85 1,200 1,800 3.87 (600)
3,000 3,800 . ' o
600 ~2,400 5.85 1,000 2,800 _6.02 . 400
. 9,600 23.41 9,700 20.86 25.36 100
41,000 100.00 ,'46!500i100.001‘ 100.00 5,500 4
: o L
- ‘“ N
4,200 10.24 4,000 8.60 7.42 (200)
9,200 22.44 11,000 23.66 . 15.29 ' 1,800
1,600 - 3.90 1,800 3.87 6.48 200
15,000 36.59 16,800 36.13 29.19 1,800
7,000 17.07 7,000 15.05 10.47 -0-
- 22,000 53.66 23,800 51.18 39,66 - 1,800 .
20,550 19,000 , ;
- 12,750 N
950
1,550 L :
19,000 .46.34 22,700 48.82 60.34 3,700
- 41,000 100.00 46,500 100.00 100.00 55500
- e
cb -




‘ DOE HARDWARE COMPANY
, ©° COMPARATIVE INCOME STATE!

¢ : ' ' Por Years Ended Détember 31, 19-A and 19-B , )
c , ) \ _ - R
_ . , Year A. 8 Budget Year B Year B o8 Industry
SALES (Net) S - 80,000 '100.00 "~ 95,000 - 100,000 - '100.00 100.00
COST OF GOODS SOLD: ' ‘ :
Beginning Inventory . ' 24,000 . 23,000 | 23,600
Purchases (Net) ‘ 55,600 - 65,600 | 69,900 - }
Mdse. Avail. for Sale 79,600 88,600 : 93,500
Less: Ending Inventory 23,600 _ 24,000 - l[ 25,000 ' : . .
Cost of Goods Sold 56,000 _70.00 64,600 68,500 _68.50 67.50 o
GROSS PROFIT (Margin) - 24,000 30.00 : 3o,roo 31,500 31.50 . 32.50
OPERATING EXBENSES: A : . , _
. Salary (Owner) 6,600 ‘ 8.25 7,600 i, - 7,800 7.80 9.00
 salaries (Other) - 7,620  9.52 9,000 | 9,520 ~ 9.52 .  10.50
.. Payrdll Taxes ‘ 300 : .48 450 | ‘., 480~ .48, .50
Rent , 3,600 4.50 3,600 | 3,600 3.60 3.45
Heat, Lights & Water . 1,200 1.50 1,200 | 1,300 1.30 .95 1
¢ - Advertising . 800 3 1.00 1,250 | - 1,600 1.60 1.45 | W
Property Taxes - 800 7 1.00 800 1 350 ‘ .85 .80 T
Interest o 750 .94 ., 750 750 .75 .05
Insurance . . : 640 .80 700 - 750 .75 - .85
Delivery Expense 640 .80 700 | 800 .80 .50
Deor. on Delivery Equip. 600 .75 ¢ 600 | N 600 .60 .20
Deor. on Furn. & Fixtures 600 - ' .75 600 1 700’ . .70 .60
", Depr. on Leasehold Improv. 300 .38 300 x 1400 .40 .00
Store and Office Supplies 500 - © .62 600 | 700 .70 .80
Loss on Bad Debts . 300 ' .38 350 § 3s0 .35 .35
Miscellaneous Expenses ‘ 220 : .25 250 350 .35 .60
Total Operating Expenses ' 25,550 31.93 28,750 30,550 30.55  -30.40 /
' v , [ [l : "
* NET PROFIT (Loss) ' o (1,550) _(1.93) 1,650 950 .95 2.10
| ».

e
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. >  BREAKEVEN _zsmumfsxs2

'

The breakeven point refers<té that volume where the money received
for total sales Or rentals equals the total costs. From the view-
point of any small business, this is a crucial state: You have
neither made nor lost money, but all of your costs for the périod
will be covered. After you determine where the breakeven point
is, you can get reasonably correct answers to such questions as:

. ’ - If you change selling price, what happens to profits?’
- If you reduce costs Or expenses, how much more profit
will you earn? _ :
- At a given sales volume, what will the profit be?
- If you intend to earn a certain dollar profit, how much
will you have to sell or rent to achieve your goal?
- what will happen to profit if you:

Hire another employee? .
Start using cheaper raw maperials?
Buy a more efficient machine?
Discharge a key official? '
Grant a_general wage increase?

Think of the managerial implications of being able to answer such

questions! Remember, however, that determination of the break-

? . even point will only.be approximately accurate because it will be
basedglargely on past performdnce figures. , .

The financial breakeven analysis can be determined mathematically
or by graphs. First, it is necessary to determine the profit/loss

‘ at any given volume of sales. Second, it requires classifica-
tion of costs' into fixed and variable costs (see attached for
examples).

Determining Breakeven by Mathematical Means

Several exhibits are used to illustrate the mathematical approach.

1. Breakeven Point (attached) . :

5. Sales Volume to Earn a Predetermined Rate of Profit
(attached) .

3. Sales Volume to Offset a 54 Reduction in Sales Price
(attached) . '

4. Feasibility Opening for Breakfast.

5. Feasibility Buying a Pasta Machine.

Determining'Breakeven by Use of Graphs

A breakeven chart is a graphic presentation of the relation between
sales and expenses for all volumes of sales or percentages of

. 2'I‘weedie, william A., SBM Instructor, Lane Community College,
Eugene, Oregon, v"Breakeven Analysis," Talk at National SBM Con-
ference, Cincinnati, Ohio, June 23, 1981.

ERIC 539



, . -38- . !

capacity for a given firm. Very few small firm owners have not ‘
heard of the concept and even understand generally what a break-
even point is. Yet very few actually use a breakeven chart in
the decision making for their firm. The main reasons for this
fact seem to be misconceptions as to the time .involved in pre-
paring a breakeven chart and lack of knowledge of its full value.
Once a good breakeven chart has been made and explained to small
. firm proprietors, they soon see its value and use it in daily de-
cision making. ' '

A good breakeven chart, is valuable to management decisions in
budget making, pricing policy, expense control and expansion
plans, among other things. It shows much more than the sales
volume necessary to cover all expenses--the point of no profit

or loss. It demonstrates the effects of the degree of variabil-
ity in expenses and the consequences of fixed-expenses. For most
benefits it should have four lines drawn on its grid--sales, to-
tal expenses, variable expenses and fixed expenses.

A class project is suggested to illustrate how the breakeven chart
is prepared and how it can be used. A blank breakeven chart is
handed out for the XYZ Company (see attached) and the students

are asked to prepare a breakeven chart based on the following
information: :

At sales volume of $140,000, fixed costs are $40,000 and variable ‘
costs are $30,000. , J

students are asked to determine the following:’

1. Breakeven point. v
2. Profit @ $140,000 sales volume. )

3. Profit @ $120,000 sales volume.

Reference is made to the completed chart for the XYZ Company (see
attached).

Several exhibits are used to illustrate the graphic approach.

1. Breakeven Point Lowered by Reducing Fixed Costs
(attached) .
' 2. Breakeven Point Revised Due to Increased Costs, Despite
*reduced Variable Costs (attached).

- .

bu
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NOTE: The following charts may be used as transparency masters
for group training sessions. :

PROFIT

SALES x PROFIT VOLUME

/J1LO0SS

VOLUME

AT ANY

‘O F SALES

RATIO-FIXED

(1-VARIABLE COST AS % SALES)
'E X.
SALES
() PROFIT VOLUME RATIO
CONTRIBUTI®ON (GROSS
MARGIN OR GROSS PROFIT)
LESS FIXED COSTS

2

PROFIT

GIVEN

COST =
$106,250
x .32
$ 34,000
24,000

I
§ 10,000

PROFIT




’ ABC TOOLC :?A.f T° co.
FIXED AND VARIABLE-COST ANALYSIS
YEAR ENDING JUNE 30, 1981
(ESTIMATED SALES FOR YEAR $69,000)
- - VARIABLE
AMT. OF AMT. OF ' COST AS A %
: . FIXED * VARIABLE OF $69,000
. DESCRIPTION COST COST SALES _
RAW MATERIAL PLACEDIN PRODUCTION - $ 2,900 4.0%
DIRECT LABOR , - 29,500 | 43.07%
INDIRECT LABOR $ 130 120 0.2%
FACTCRY MAINTENANCE 65 ) 60 0.12
HEAT, LIGHT & POVER 550 425 1.0%
PROPERTY TAXES y 270 - —
DEPRECIATION, FACTORY EQUIP; 820 - --
DEPRECIATION, BUILDINGS : 80 ’ - —
FACTORY SUPPLIES EXPENSES 25 50 )
INSURANCE EXPENSESY 75 ) 0.1%
MISC. PRODUCTION EXPENSES 5 20 ; |
SALES BONUS | - 2,300 3.0%
ADVERTISING EXPENSES 25 375 : 1.0%
MISC. SELLING EXPENSES 435 65 0.1%
OFFICER'S SALARY 15,400 -- --
OFFICE SALARIES 17,575 - -
DEPRECIATION, OFFICE EQUIP. 700 -- . -
BAD-DEBTS EXPENSES 150 - -
MISC. OFFICE EXPENSES : 25 —- -
TOTALS $36,330 © $35,815 52.5%
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. . BREAKEVEN POINT

FIXED COoSsST TOTAL !

, BREAKEVEN POINT =
‘ '100% - VARIABLE COST
AS % SALES




SALES VOLUME TO EARN A7

PREDETERMINED RATE OF PROFIT

- FIXED COST + PROFIT
REQUIRED SALES VOLUME = _ ~ .

b ‘ , 1002 - VARIABLE C€COST

/ , AS % SALES
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SALES VOLUME TO OFFSET A S% REDUCTTION

IN SALES PRICE WITHOUT REDUCING PROFIT

/

STEP 1. C:ALCULATE PRESENT OPERATING PROFIT
y]

.SALESxUOPIT‘ VOLUME RATE - FPIXED COSTVS-PROFIT

1

E X. $106 ,250 x .32 - $24,000 = $10,000
. |

STEP 2. ADJUST FOR 52 REDUCTION IN SELLING PRiCE

nzouxnt-:é_-nt-:srnzn PROFIT + FIXED CO0STS "
SALES 1 - (PRESENT VARIABLE COST PERCENTAGE
VOLUME ( 1 - PROPOSED REDUCTIONZ ( %2 )
! ’
E X. ' J
REQUIRED = $10,000 ¢ $264 ,000 '
SALES 1 -(_ .68 )
VOLUME a - 5%
' *
- $34,000 ,
vy - . 716 (OR 284)




-44- N ’ \
BREAKEVEN CHART ’

XYZ COMPANY

1640 — - '
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BREAKEVEN
’ XYz COMPANY o
‘ ' y
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HOW A BUSINESSPERSON MANAGES CASH

. How a businessman managesvﬁis-cash is critical tpftﬁe success
or failure of .a business. Efficignt cash management enables
the owner 'to fuel the .company to keep it running smoothly.

Cash Flow Management is basically'the game process as family
budgeting. It is the process of:

1. Planning Business Revenues and Incomes ] .
2. Planning Disbursements
Cash Flow Management is §-necessary tool through which fhe proper
palance between a healthy cash position and maximum profits can
be achieved. Basically cash management involves three elements:

1. Planning Essential Cash Supply
2. Controlling Cash Flow
3. Investing Surplus Cash
The small business operator who can coordinate these three inter-
locking functions takes a giant step toward financial stability
and "KEEPS THE WOLF FROM THE DOOR. " *
~ . '

\
~

- ", B
Cash vs. Profits ™ / , \

A%

!

Cash and Profits are not the same thing. ; .

Cash is the money that flows through the business in a circular.
fashion. A

&

~Profits only indicate how effectively the firm is being managed |
through the net increase over a period of time in cash, funds,
or capital cycled through the business. )




CASH MANAGEMENT/CASH FLOW TOOLS , S -

.Cash Flow Wotkéheeti'

Managers should use all tools available to keep abreast of cash
flow and current cash. position. One of the best of these tools
is the ‘cash flow chart or worksheet. It is designed to estimate
- fditure cash peceipts,jgutlays, and balances, and then compare ac-
tual results with the ‘estimate at the end of each month of opera-
tions. Careful preparation and use of the chart provides a
. schedule of cash flow and a ready device for ascertaining if .
the schedule is being met. . - " , ' ,
If cash shortages are anticipated, arrangements can be made to
= meet these’ shortages.  Periods needing expanded credit from the
;bank, for examplej can.be anticipated and planned for. If -
surplus funds.are apticipéted, arrangements can -Be made for-

-} profitably investing such funds. An estimated cash balance and,

‘an actual cashwbalance_at'the,end of 'each month is provided.

- ’

The cash flow chart provides two columns for each month. One A
is the'planned or estimated cash.receipts, outlays, and balances.
The. second column provides for inserting at the end of each month
the actual rece€ipts, outlays, and balances. Disparities between *™
the estimated and actual :amounts merit closerattention. Adverse
trends can be detected early and management de&isions can be in-
fluenced by studying the results. ' U

The estimated col should preferably be ‘completed for a quar-
ter or a year in :%e. Great care should be exeércised in
completing the estimates in each area. Many discrepancies be-
tween estimates and actual results are caused by -failure to recog-
nize ‘lags in collecting accounts‘receivable,and by failure to
recognize:-all cash outlays.- ‘ ‘ '

It should be emphasized that we are dealing here only with actual -
cash flow. Credit sales are not cash receipts. Payments received

against accounts receivable are. ‘Bank‘loans represent cash re-

“"“ceived. '.Repayment of .such loans are anticipated as a cash outlay.

- Starting from ¢cash ‘on hand at the beginning of the month, we add
all@‘dﬁg.received td .find cash available during the monfh. From

v thisﬁ* ount' all cash paid out is deducted to arrive at cash posi-~
tion dt the end of the.month.- -

. ' \\_ e y

Improving cash position by ignoring liabilities and purchase dis-.
counts is not to be recommended. When all liabilities are paid
as due and cash flow shows a healthy cash position, the firm has
a healthy all-around condition.

v

¢
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the bank, for example, can bé anticipated and planned for, If
surplus funds are anticipated, arrangements can be made for |
.profitably investing such funds. An estimated cash balance and

. an actual cash balance at the end of each month is provided.

_ a N
- .The cash flow chart provides two columns for each month. One
is theé planned or estimated cash receipts, outlays, and balénce51
The second column provides for inserting at the end of each’ month
the actual receipts, outlays, and balances. Disparities between
the estimated and actual amounts merit close attention. Adverse
trends can be detected early and management decisions can be in- |,
fluenced by studying the results. ) .,
t RS ) - s -
The estimated columns should preferably be completed for a quar-
ter or a year in advance. Great care should be exercised in v

‘

nize lags in collecting accounts rece
recognize all cash outlays. SN

completing*the eéstimates in each area.
tween estimates and actual results are caused by failure to recog-

Many discrepancies be-

ivable and by failure to -

o~

o

» . 1 I
‘ It should be emphasized that we are dealing here only with actual
cash flow. Credit sales are not cash receipts. Payments received
against accounts receivable are. Bank loans represent cash re-
ceived. . Repayment of such loans are anticipated as a cash outlay.
' starting from cash:on hand at the beginning of the:month, we add
all cash received to find cash available during the month. From
this amount all cash paid out is deducted to arrive at cash posi- -.
tion at the end of the month. - : :

Improving cash position by ignoring liabilities and purchase dis-
counts is not to be recommended. When all liabilities are paid
as ‘due and cash flow shows a healthy cash position, the firm has
a healthy alk;around condition. o >

S
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TWELVE MONTH CASH FLOW STATEME&T

) . - 19 .-
1. Cash on Hand, 1st of January February March IApril May June 6 Months
month ‘ Est. Actual| Est. Actual | Est. Actual |Est. Actual [Est. Actual |Est. Actual{ Est. Actual
2. Cash Recgipts During - : : - : ! ’
Month ‘
. A. Cash Sales ;
B. Payments on Accounts g
Receivables
C. Bank Lpans . p "
___-D. Other Sources ' R ‘
3. Total Cash Receipts g
4. Cash Avatilable Durﬁfé
Yonth ' .
5. Cash Outlays for Mo - ,
A. Merchandise
B. Wages & ‘Salaries - ! A N
C. Payroll Expenses ‘ \a =
.D. Rent .
E7 Utilities ' ' )
F. Insurance .= [~ \
GC. Interest 3% .
_H. Repairs & Maint. ¢ ‘. T,
" I. Advertiging s ‘ !
J. Suppltés’” " o @
K. Delivery Expenses - !
L. Taxes
M. Misc. Expenses ' ,
N. M . ., ’ A\;
0. A ‘
L L 0 o ,
Total Mdse. & Opr. Exp.

Loan Repayments
. Withdrawals
Equipment Purchases

6. Total Cash Paid Out

'7T“6&ﬂ{3§ﬁnnce End of Month

- . T




TWELVE MONTH CASH PLOW STATEMENT

19

. Cash on Hand, 1st of

month

July
Est. Actual

August
Est. Actual

September
Est. Actual

October
Est. Actual

.November
Est. Actual

December

Yeérly Total

. Cash Receipts During

Month

.,Est. Actual

Est. Actual

A.
B.

C.

D

Cash Sales

Payments on Accounts
Receivables

Bank Loans

Other Sources

. Total Cash Receipts

. Cash Available During

Month

. Cash Outlays for Month

Merchandise

. Wages & Salaries
Payroll Expenses
Rent

Utilities

. Insurance
Interest

Repairs & Maint.
Advertising
Supplies
Delivery Expenses
Taxes

Misc. Expenses

'UOZZF‘KLAHIO"INUOOE>

_OS_

7

Total Mdse. & Opr. Exp.
Loan Repayments
Withdrawals

Equipment Purchases

6. Total Cash Paid Out

7.

Cash Balance End of Month

oy

-1
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EXAMPLE: CASH FLOW STATEMENT - MILLER'S AUTO SUPPLY 19.
JANUARY FEBRUARY MARCH APRIL DECEMBER YEARLY TOTALS
_ Est. ‘Actual  Est. Actual Est. Actual Est. Actual . Est. Actual Est. Actual
. Ciihoﬁn,,ﬁ?\’;ﬁ 55000 $5000  $3400 ¥yoas  $2400 da005 ¢1975 31300 $3700
2, Tash Receipts During -
fanth . ‘ , !
2. gash sales 3000 agoo 3500 4.9 4000 4,800 4000 8000 72,600
. Paymer - < '
Rei‘;‘;’:;g]g“ﬂ““"“ 1800 ogoo 2000 9,000 2000 200 2800 4000 32,000
c. ‘Bank Loans 0 o 0 0 0 0 0 -0 6,000
d. Other Sources 0 o 0 0 0 o 0 0 0
(List) .
3, Total Cash Receipts 4800 5300 5500 ¢ ooo 6400 (¢ 400 6400 12000 110,600
4. TCasn availabie . , '
During_tanth 9800 10900 8900 /0,025 8800 9,095 8315 _ 15700
5. Cash Outlays for Month < YR
a. For Merchandise 1200 1,59© 1200 2,000 1500 ;,700 1500 Xt - 4500 49,000
b, For Wages & Salaries 3600 3600 - 3600 3,600 3600 3,600 3600 N - 4600 31,000
c. Payroll Expanse 100 99 100" oo 100 .00 100 ] 150 - .| 1,800
- d. Rent . 400 uco 400 - goo 400  4oo - 400 N 400 4,200
e, Utilities 199 Jas 100 sso 100 /so 100 N 200 1,600
f. Insurance 50 50 50 50 50 s0 50 50 600
g. Interest 0 © 0 o 0 0 0 Q 0 100 2
h. Repairs & Mtce. 0 S50 0 o0 100 50 100 W . 100 1,000 !
i, Advertising 100 &oo 100 gao00 100 ;oo - 100 ~ 200 2,000
j. Supplies 75 7S 75 a00 100 a00 100 ~ 200 2,100
k. Delivery Expenses 150 1s0 150 /50 150 /s0 150 E 250 2,200 /
1. Taxes 25 oS 25 25 25 o5 25 S 25 ' 300 r
m. Misc. Expenses 100 !S° 200 /2S5 100 200 100 . 200 1,200 ’
n. Other Expenses (List) 0 So 0 o 0 o 0 0 302
Total Mdse. & Opr. Exp. 5900 o V7S 6000 7, /00 6325 G, 595 6325 10875 98,600
Lcan Repayments 0 0 0 o 0 o 0 0 Y
withdrawals 500 300 500 300 500 300 500 500 6,000 ‘
Equipment Purchases 0 0 0 0 0 0 0 ' 0
6. Total Cash Paid Out 6300 775 6500 7 w00 6825 5,55 6825 ' 11375 104,600
7. Cash Balance End of Month 3400 4055 2800 20695 19715 /,900 1550 4325 6,000
[ A
' | ' 'O
. ' .7\) ‘




SAMPLE ACCOUNTS RECEIVABLE AGING ANALYSIS

XYZ CORPORATION

' . . Accounts Receivable
! : Jad. 31, 19 - )

ACCOUNT NAME 0-30 DAYS 30-60 DAYS “  60-90 DAYS PRIOR
Acme Tool ‘ 7,894.95
Agri-Grow- ' ' 816.24
Aiv Sander 85.94
Atlas Steel 1,369.15 188.99

_ Bailey Co. 473.01 304.18 ’

|, Barnes & Smith , | : o 1,803.90 . 793.81
Buf fman . 17.04 329.17

_ California Co. 355.76
Capitol Grain 460.73 : : -

. Caesar Neon Sign 1,007.33 54.42 ' 323.63
Chirstenson Bros. 13,348.31 ! : \\\\
Clay Basins 1,870.00
Consolid;ted Saw , 102.68
Ellis, James - | y 126.60
Forman, Inc. 2,285.54 358.28 3,037.50
. Frontier Co. -199.68

Fred, R.D. 7056 . 38.83
GNX Corp. ' 10,134.15
Great Northern ‘ 2,090.17 13,993.27
H & N Const. . 283.51 A
Hasco Co. ‘ v | 298.56 )
Hobart Homes | | 640.52

Sub Totals $29,738.25 <, §8944.70 $18,919.26 ’$15,554.20'
Grand Total ; < $65,156.41




ACCOUNTS RECEIVABLE AGING ANALYSIS

Date
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. STRATEGIES FOR FEEDING MORE CASH TO YOUR BUSINESS

‘ /

1. Have a cash policy.
©2. Bill out on}the day of the sale.
3. Establish internal cash’ "controls.
4. Age and monitor accounts recelvable weekly, monthly. j

5. Budget both a business and family budget Develop it and
follow it.

6. Avoid non-essential outlays——ego trips, flashy trips, cars,
vans, dinners, advertising.

. 7. Check your prices--raise them if possible. : ,
8. Sell unnecessary fixed assets. } .
9. Let costly employees go. '

P ’10. Slow payers--stop doing business with them.

11. Inventory--reduce it by 20% or more.

12. Stop buying for a week or two.

13. Double and triple-check all bill paying.

14. Seek better terms.,

. 15. ‘Barter--trade out your business.
‘ 16. Trade discounts--take as many as you can.

17. Reset your profit projections by 5-10%. .

“,

18. ‘Cooperative buying. ‘ \\

19. Factoring--sell your aecounts rece1Vable
20. Accounts receivable financing. , ]
21. Schedule merckandise,delivery at latest possible date. .
22. Steer clear of volume happy big deals. '

23. Quantity discounis—-use them if they work to your advantage.

24. Rush orders--charge extra.

25. Use a check protector.

26. Reduce personal draw.

27. Avoid pre-payment of expenses.

28.° Offer cash discounts--speeds up or minimizes accounts
receivables. . _ s

7/
29. Require cash deposits/advance payments on orders.

30. Seek extended dating.

* 31.. Have a firm collection policy and procedure.

&:J

N
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h year, in good times and bad, more than 50,000 Americans try
realize tne dream of owning their own business, even in the
face of disheartening facts that 'half-of all new businesses fail
ithin two years and four out of five are not around after five
ears.

Do you know why most of these businesses fajl? They fail because
the entrepreneurs didn't plan carefully before they opened the
business. It is tragic. to realize that maRy--if not most--
entrepreneurs charge headlong into opening e doors of their new
businesses thinking \they will be able to learn as they go. - How
desperately these owners need to know that a Business Plan on,
paper ¢an help them before they open the business.

Leads to a Sound Business Structure

The Business Plan leadg to a potentially sound business structure
because it requires the\ future owner to examine the various types
of legal business organization and therefore provides the oppor-
tunity for consideration\of alternatives and selection of the one
most advantageous for the type of business and the owner's needs.
Describing the business and the opportunities which it promises

to provide, examining in.agdvance its growth potential and even its
termination ,possibilities is an exercise’which forces the future
entrepreneur to establish an organization capable of weathering
the economic storms that arise.from time to time in every busi-
ness. - After careful considekxation of the types of business struc-
ture available, the future owner is in a better position to bal-
ance personal needs against the advantages and limitations of

each type of organization.. ’

Produces a_Marketing-Strategy

The marketing strategy is the plan or set of procedures that iden-
tifies the company's typical customer, how to attract and keep
that customer. The strategy is developed by the entrepreneur
shortly after the idea for thegbusiness appears. It includes:

- developing a customer profile

- analyzing the competition

- identifying company. image

- setting price and product and service policy

- selecting a location ‘ «

- developing a plan for attracting customers

- planning for purchasing, pricing, marking and storing pro-
ducts or supplies

- planning for serving customers' needs through selling and
selling area layout . *




. role of owner/manager in the firm.
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As you can see, the marketing strategy is vital to the success of .
the business. Developing the marketing strategy is often a weak

part of -the Business Plan® because it takes so much time. Lending
agencies sometimes do not -review the marketing strategy as care-
fully as they look at the financial plan, but the entrepreneur
should not treat this portion of the Business Plan lightly. )
Thinking through every aspect of the marketing strategy in advance
will help to identify the ways in which the new business can be
superior to the competition and that's the hea}ip(af the marketing
process. \ BRI ) :

Clarifies Financial Needs

The Business Plan clarifies the financial needs of the business
and it will receive careful review by the bankers, lending agen- ¢
cies, or individuals who might make money available to start the
business. The Business Plan requires that the monthly business

income for the first year and guarterly income for the second and

third years be given. :

Developing the financial plan requires estimating the dollars
needed to open the business and gustain it for eighteen months.
The anticipated annual and monthly flow of cash must be projected
for the first year of operation. The sales volume required to pro-
duce the anticipated income must be calculated.

Financial agencies want to sec a statementﬁaf opening assetsaga
(property), liabilities (debts) and net worth (amount of invest-
ment money being used by the company). And they want to know how
‘much money you need to borrow and what your personal financial
situation 1is.

It's a big order, isn't it? But it's critical and almost no one
is permitted to open a business without it, unless there is no
need for borrowing money--a rare situation indeed.

The Business Planthelps the entrepreneur work through all of the

financial details to see whether there is a ‘'good c¢hance that the
business can become.profitable within a year or 18 months.

1dentifies Management Pathway - .

The Business Plan serves as an cffective forecaster of management ¢ .
needs and gives the entrepreneur a path to follow while the busi-

ness is young. One of the saddest situations in the world Qf

small business is the entrepreneur who fails to use the Business

Plan to guide management practices. Actually, the management

plan for the first year of operation is the heart of the Business

Plan. The entrepreneur will find in the Business Plan provisions

for organizing the business, supervisihg employees, controlling
finances, conforming to government regulations and assuming the.

~

.

~ e
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Lo , . ' e - . of North Dakota, Grand Forks, -
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S - SECTION II .
. LOCATION 'OF THE BUSINESS
. N . -
1.  Factors/that influenced the choice of location’. o , : N
o V ¢
2 Major advantages of the location.
. \\ N ‘ ' B , - i3
. b . ' ) ‘
.l ' ’ . ; I_
vantages of the location. S
5 *
“4. Physical condition of: ¢ b ‘ .
’ ) L :
a. The building ‘ ' : ' o
¥ » ’ - (N
R 2 i - L
b. Parking lot .
K , ! » ' N . » . - . - MY
c. Storage/warehouse o
o | o : 5
~d, Customer sérvice facilities .
e. ‘Other (specify)_ ’ h
"y ? K a
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; I _ © SECTION III ?
. X - . ) N ,. ./.\ ) ‘ ‘o,
~ MARKETING STRATEGIES : |
1. Present majér customers (profile). |
. .
_
- ’ / -
2. New, pétenﬁial customers (profile) demoéraphics, censusida@a
affecting business now and in the future.
R |
{;: Present major competitors.
‘ 'P“ "
. _ 3 ; ‘ .
P P4
“ o+ R b
4. Ways that the business is superior to competitoré.h ) .
. . } : A—
, .
1] . '\n :'o
O ‘. 'S - ‘4" . -
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"5. Ways that the business is at a disadvantage to competitors.

¢ .- B .

6. Examples of current marketing promotions.

]

4

7. Recommendations for future marketing promotions (include
budgets for each). : .

1

.

8. Present pricing policies (provide examples).

‘a. Initial"markups (how determined)
b. Markdowns (how determined)

c. Competitive pricing (how determined) ' ' /

\




i

4 . I

’ 9. Product (inventory) policies.

‘ a. Current lines carried

' o
b. Inventory control systems used

c. Suppliers utilized

-

11. Recommendations for product display and store layout.

«

‘

7 "“)
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SECTION IV

- FINANCIAL PLAN

1. Projected sales volume (monthly and yearly).

2. Elements to be included in operating statement.

L3

3. Appropriaté ratids to be useL in analyzing operatting state-
ments.

T

~




5.

~61- "

Appropriate ratief to use in analyzing current balance sheet.

! ' 7’ W

Cash flow--present and projected needs (monthly and yearly).

o

. ) ,

)

Break-even points to include fixed and variable expégﬁes
based upon projected sales (monthly and yearly) .

x

J

Various financial reports/forms uSed ‘and/or needed.
- \ N
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‘ ’ 9. Credit policies and procedures. .

i . - ,

&

o

10. Credit collection policies and procedures.

»

11. Potential financial sources (identify) .
§ .

‘ ' ‘
' §
4

12. Overall, recommendations concerning financial management. -

- 4

v




_63..

, |
“ o
i SECTION V

PERSONNEL MANAGEMENT PLAN

1. Existing, revised, or proposed personnel organization chart.-

2.7 Employee hiring policies and procedures.

~

3. Wage and salary pdlicies and procedures.
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. 4. Training and personnel developinent plan.

!

-
»

5. Job descriptions for manager (s).

. !
)
' a
.

-
.
-
| ’ Q>
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6. Job desdriptibns for employees.

a
(\w)

7. Overall recommendations for personnel

TEe

0

o

management.

@




-66-

SECTION VI

"OVERALL RECOMMENDATIONS-BUSINESS PLAN

LN

1."Major challenges/opportunities affecting business.

v

P
v - i N
™ ’
-~ ' o
13
\* : : N )
.
<
7
N
~ o
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2. Specific courses of action (strategies, plans, approaches) ,
to meet/take advantage of these challenges/opportunities.

1

>
-

s

3. Managerial evaluation procedures/techniques to assess ac-
complishment of business objectives. .

&

(4..

,
<

ERIC - ~
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OTHER SBA COUNSELING ASSISTANCE PROGRAMS

‘

Small Business Institute—-SbI

Through the Small Business Institute, senior and graduate stu-
dents of colleges and university business schools provide on-
site management counseling to small business owners. For ex-
ample, a client invented a tape for wrapping pipes to stop leaks.
-~ It was publicized in Popular Mechanics a .client received over
500 inquiries in two months. How to market? SCORE counselor
enlisted nearby SBI Bu&iness Administration senior students to
‘handle the case. Theydeveloped a pricing structure and a suc-
cessful marketing program which was implemented within six weeks. .

/

Call contracts--a client, without runds and desiring to purchase

a pinewood distillate processing machine, checked box 406 on

the 641 requesting an engineer's opinion. The SCORE counselor

supported his request and the engineer was secured to perform an

evaluation. Contract’paid by SBA. Expenditure for machine found
to be not feasible. !

’

Minority Small Business y

agencies to increase
es which e owned and
economically
conomic Op-

¢ Program,

banks,, local communities,
substantially the number of| smdll busines
operated by citizens who are members of soO
disadvantaged minority groups. In addition
portunity Loan Program, the 8(a) Business Deve
the Minority Vendors' Program, and the 301(d) Sms Business In-
vestment Company Program mentioned previously,. the yency's over-
all Minority’ Small Business Program brings all of SBA's services,
including. SCORE, together in a coordinated effort to make more .
sound business opportunities available to socially and economically
disadvantaged individuals. ’

?Qd other Federa

w

SBA's Women's Business Enterprise goals are to impact a favorable
chande in the public understanding and recognition of female o~
entrepreneurship as a viable economic forge; and to encourage the
expansion, of women in busine$s by fostering equal opportunity to
financial access, managementskills and government procurement.

/ ’

Small Business Development Centers--located at a number of uni-
versities and funded by SBA and states. They counsel and help

train small business owner/managers in engineering, technical,

financial, marketing, production and organization matters.- 1In

some areas, agreements between SCORE and SBIC have been worked

out on matters of referrals and general cooperation.

. /‘/*
L

4 -

: 9y
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—

PASS-~Procurement Automated Source System provides a computer-
ized medium in yhich a small business's capabilities can be
) matched with r¢fuirements for future government procurements,
‘ Interested andf eligible clients can fill out an application (ob-
tained from the SBA district office or the chapter library) the
informatien fr which goes into a nationwide computer bank.’

. . . y | N
Small Business Investment Companies (SBICs) are SBA's equity
financing arms. Regular SBICs organized under Section 301 (d)
act  solely to assist socially or economically disadvantaged
entrepreneurs. Loans by these companies to small business cli-
ents are usually of a venture capital nature, e.g., for startups,
long, moderate growth, modernization or expansion. For more in- ’
formation, contact the Associate Administrator for Investments at
your SBA regional office. _ s -

ADDITIONAL SOURCES OF COUNSELING INFORMATION
. < bt :

This section pé/ége manual indicates sources of information for
use both by SCORE and ACE, and other SBA counselors and their cli-
ents to obtain a wide range of general and technical data on many

different types of business activities, which can be very help-
ful in the analysis of individual business entities. :

Government Agencies

publication$ available through the SBA are listed by chapter sub-
jects in the appendix of this book and on forms 115A and 115B.
Those on Form 115A are generally available in the SBA district
. offices, while those on 115B may be purchased from the Department
of Commerce or the Superintendent of Documents. Many of these
include financial statistics which can be utilized as a measure
‘of the specific activities under consideration. '

Other gerrnment agehcies, most of which have offices in major
eities, have much data available on population, trade, employment,
production, etc. These include:

\ \f\ Department of Commerce Federal Trade Commission
m\\Qy Department of Agriculture Department of Health and
\V;{ Department of Treasury Human Service
\ Department of Interior Department of Education

Internal Revenue Service

 addition, local agencies, such as City Assessor or the City,
C &nty, or State Planning Commissions, have much information
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available on population patterns, land use, etc., which can be
helpful in site quation or market analysis.
/

Trade Associations

L]

There are many national and local trade associations, covering a
wide range of businesses, which compile information/about their
respective industries for the benefit of their members. A cata-
logue of the major associations is published periodically by the
U.S. Department of Commerce, and association indexes are found

in many public libraries. Some of these organizations may be re-
luctant to provide information to non-members, while others will
make it available for any legitimate purpose, sometimes for a,
nominal fee. ’
Chambers of Commerce (national, state and local) are closely re-
lated to the trade associations and are generally glad to help new
or prospective businessmen. v

Colleges and Universities

These institutions generally have business research departments
and have great stores of information, as well as many knowledge-
able people who can help in obtaining information on specific sub-
jects.

Public Libraries

s

tiost of the larger libraries have business sections in which much
information is available, in addition to the more technical data
in the other sections.

/
4

Some of the publications which may be of general use are:

- Standard & Poor's Corporation manual which provides fin-
ancial data on .all listed companies, with index clas-
sifications by industry. Moody's has similatr publications.

- Thomas Register--listing sources of supply for a wide
range of products. / )

- Yearbook of the National Retail Merchants' Association
giving performance data on department stores and a wide
range of retail stores. '

- Manual of Performance Ratios by Troy--published by Pren- :
tice-Hall.

- Operating and financial statistics published by Robert
Morris Associates and Dun and Bradstreet.
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Publications

- Periodicals such as the Wall Street Journal with its
special column and stories on small businesses.

- Many business organizations, such as National Cash Regis-
ter Company and Bank of America, have business informa-

tion available for the asgking,
/

i
Credit Agencies

£

- Credit bureaus and rating services, such as Dun & Brad-
street, are a good source of certain types of data, in-

cluding statistics on business failures.
/

People

One of the best sources of information is people who have know-
ledge of the particular business or industry, including bankers,
~accountants, lawyers and other businessmen. Suppliers and repre-
‘ sentatives of equipment manufacturers can often provide informa-
tion on specific types of business. County extension agents and

members of business development committees can be helpful.

/
;

.a
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YOU SHOULD CONTACT THE FOLLOWING OFFICES WHEN PLANNING YOUR
BUSINESS: - . : :
- . : /
INTERNAL REVENUE SERVICE, Box 2461, Fargo, ND 58108; :
Local Phone 293-0650; Long Distance (Toll'Free) 1-800-342-4710
Business Tax Kit (Tailored to needs of the Type business
involved) may include:

Application for Employer Identification number.
Employment Tax Returns, Form 941 (for employee tax with-
holding, Employee and Employer Social Security Tax)
filed quarterly and information on depositing pay- !/
roll taxes. "
~Pederal Unemployment Tax Return, Form 940 filed annually.
Estimated Income and Social Security Tax for self em-
ployed people filed quarterly.
Any Federal Excise Tax, Highway Use Tax Forms and
instructions peculiar to your type of business.
. Tax Guide for Small Business. . :

' U.S. DEPARTMENT OF LABOR, WAGE AND HOUR DIVISION, Box 2761, Fargo, ND
. 58108 or Box }»434, Bismarck, ND 58501

. -
For information on Federal laws regarding minimum wage, over-
time, child labor, and who covered.

OCCUPATIONAL SAFETY AND HEALTH ADMINISTRATION (OSHA), Russell Build-
ing, Hwy 83 N., Route 1, Bismarck, ND 58501 Local Phone 255-
4011, Extension 521, Long Distance (Toll Free) 1-800-472-2959

3 . i
For information on employee safety and health requirements.

SMALL BUSINESS ADMINISTRATION, Box 3086, Fargo, ND 58108
Phone 237-5771, Extension 5131

For Management Publications, Volunteer Management Counseling,
vt Management Training and Financial Assistance (First contact
'your local commercial Bank Loan Officer for review of plans,
financing arrangements, and information about the trade area
for your type of business).

STATE TAX COMMISSIONER, Capital Building, Bismarck, ND 58501
Phone 224-3470 (Sales Tax); 224-3450 (Income Tax) - .
Long Distance (Toll Free) Jan-April (Income Tax) 1-800-472-2110

_For Retail Sales Permit and Forms (filed monthly) and Sales Tax
information.
. State Employer Identification number and Forms for Employee
State Income Tax Withholding.
, State Income Tax Returns and Business Privilege Tax Forms and

instructions (filed annually).

1
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EMPLOYMENT SECURITY BUREAU, 1000 East Divide, Box 1537, Bismarck,
ND 58501 Phone 224-2825; Long Distance (Toll Free) 1-800-

472-2952

For State Unemployment Insurance Tax Returns (filed quarterly
and information.

WORKMEN'S COMPENSATION BUREAU, Russell Building, Hwy 83 N., Route 1,
Bismarck, ND 58501 PHone 224-2700

For Workmen's Compensation Insurance, Forms and information
(filed annually in advance).

NORTH DAKOTA DEPARTMENT OF LABOR, Capital Building, Bismarck, ND 7
58501 Phone 224-2660

For State Requirements and information on child labor laws,
minimum wage and definitions.

CAPITAL BUILDING, Bismarck, ND 58501 Phone 224-2000
For any North Dakota Sate Licenses peculiar to your type of

pusiness including Secretary of State, Attorney General,
State Treasurer, Commissions, Boards, or Departments.

/

CITY AUDITOR, City Hall, your city R
For Municipal licenses, local ordinances.
COUNTY AUDITOR, County Court House, Your County

For licenses, permits, and information on ordinances applying
to businesses located outside of the city.

TOWNSHIP CLERK, your township

For permits and zoning applying to businesses located outside
of .the city.




