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FOREWORD

This handbook is intended for use by those developing and/or operating
hane-based business programs. The curriculum included here can be used to
set up a school-based business to provide students with actual experience
in a business. The curriculum also serves as a very basic course of study
for small business and entrepreneurship programs.

The handbook is divided into two parts. It consists of instructional
materials and information to be used to teach selected competencies.
Developers of this handbook focused primarily on those conpetencies for
which materials are not readily availcble to teachers. It also includes
resources for ordering additional materials.
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INTRODUCTION

A home-based business is a amall business that is generally operated in the
hame by one or more family members, Frequently the home-based business is
the result of converting a hobby or other skill into a profit-meking
business. The hame-based business owner does all the work, record keeping,
management and decision-meking required to make the business function.

In rural Alaska, employment is often unavailable; the anployment which is
available is frequently seasonal. This situation provides the opportuni ty
for self employment by using an existing skill or attaining a new one.

Some people begin a new business with a "warm-up" period to try it out on a
small scale and to test its reception in the cammnity. The trial period
can be cambined with other part time work to provide same income while the
business is being tested.

Advantages of Home-Based Businesses

They may create jobs whers.no jobs were previously available.

There may be low start- ¢ because worksite, materials and
equipment may already be Xable.

There may be low operating co 'iﬁ%use a separate building, child

care, etc. are not necessary. %
: &

y
. - g e
There is little conmuting time or exf@iss.hecause work is done in the
hmo ' f

There are tax benefits because many of the 18es of operating the
hame can be charged off to the business. S

£
They provide life style flexibility because peoplf ‘can set their own
work schedule. N

They can provide high job satisfaction.
Disadvantages of Home-Based Businesses
There may be a loss of incame because of inability to manage time and

resources,

There may be problems with friends who expect a special deal and are
quick to axpress dissatisfaction.

Workers may feel isolated fram the traditional world of work.
There may be problems in camplying with goning laws.
Space may be cramped or inappropriate.

Family privacy and lifestyle patterns may be disrupted or set aside
because people ignore office hours.

There may be unstable income.

There may be problems with friends who don't visit because they are
afraid of a sales pitch.

There may be problems with friends who expect free advice.

ifi



Meny schools in Alaska start and operate school-based businesses. These
progrems provide students with an understanding of how the free enterprise
System works as well as practical knowledge and skills needed to operate a
home-based business. This manual is designed to provide an overview of the
school or home-based business. It includes instructional materials to use
in teaching competencies students should gain through tle program.
Developers of this guide tried to focus on areas in which they felt there
was not much readily available to Alaskan teachers. It also includes
resources for additional information. Special attention is given to Small
Busings Adninistration publications, but other textbooks and books are
also listed.

iv.
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Goal 1.0 To understand personal traits necessary

for self employment

Competencies:

1.1
1.3
1.3
1.4
1.8
1.6
1.7
1.8

Conduct a self assessment of personal traits

Present a professional image

Set personal goals

Use decision-making skills

Use problm-solvlng skills

Manage time and resources

Work effectively with other people

Separate professional duties trqn-!nna responsibilities

14




Self-Analysis: Are You A Salesperson?

How to Grade

Grade each point on the basis of 0 to 10. If you believe that you are what you should be, give your-
self 10 points; if only medium, 5 points; and if entirely disqualified, give yourself a 0; give any inter-
vening points for other values. '

Apply your own knowledge. Consider what a discriminating person in full poisession of the facts
would give you.

. When you have graded each of the 100 points, add the figures and place the sum in the proper place
at the end of the column. Divide by 10 for your percentage of efficiency.

GRADE
YOURSELF
HERE
A. APPEARANCE _

1. Is four expression pleqspnt? —_—

2. Glothes spotioes and pressed, shoes shined? S

3. Are your clotbell selected with tut;—stjle, fit, color, harmony? S

4. Do you look like you are master of youuelﬁ o —_—

5. Are your manners pleasant and friendly? —_—

6. Do you correct all appearance liabilities? —_—

B. HEALTH
7. Is your health a 100% business asset? —
8. Is your health as important as money? —

9. bo you observe the simple health rules regarding eating, drinking,
breathing, and exercising? :

10. Is your power of endurance above average?

11. Lost any workdays this year due to illness?

-y
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C. FEARLESSNESS

12.
18.
14.
15.
16.
17.

Are you at ease bgfore strangers or superiors?

Are you conscious of the new courage that results from acquired power?
Do you follow your own convictions?

Have you eliminated all fear of the future?

Do yoﬁ meet pioblénis uquly without evasion?

Do you use knowledge to banish fear?

D. SELF-CONFIDENCE

18.
19.
20.
21.
22,
23.

Are you sure of yourself at all times?

Do you use and apply your knowledge?

Do you start thinp with confidence rather than doubt and cold feet?
Are you confident about your own judgment?

Is action the result of your self-confidence?

Are you able to inspire confidence in others?

E. AMBITION

24.
25.
26.
217.
28.
29.
30.

Is your life’s aim big enough for your ability?

Do you back your ambition with decisive action?

Do you plan each day to advance a step?

Do you study the best ways for personal advancement?

Do you take full advantage of opportunities?

Are you eager to end well in life?

Would fulfillment of your ambitions fnake this world a better place?

GRADE
YOURSE
HERE
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GRADE
YOURSELF
HERE
F. WILL POWER
31. Is your will power trained for decisive action?
32. Can you shoulder responsibility without worry?
33. Do you control your temper and words?
34. Can you shed nonessential details?

35. Do you make enough time for self-development?

36. Is your will like “high-tempered steel’*?

37. Is daily practice of your will power a habit?
G. CONCENTRATION
38. Do you train yourself to concentrate at will? —_—
39. Are surroundings picked to favor concentration? —
40. Does business study get undivided attention? —_—
41. Can you.concentr.ate for a long period? —_—
42. Are you developing a clear, accuraté, hard-thinking business mind? —_—
43. Do you really “think” rather than kid yourself to believe you think? —_—
H. SUGGESTION
44, Do you seek the value of positive ideas? . —_—
45. Do you avoi_c_i negative suggestions? | __.
46. Is inditférence allowed to hinder progress? —_—
47. Do your manners serve as positive suggestions? —_
48. Do you use the power of self-sugéestion? —_—
I TACT
49. Do you get albng well with most people? - : R
50. Do you try to “lead” rather than “boss™? v ——

s
oy




61.
52.
68.

Do you avoid loss of temper and sarcasm?
Do you avoid hasty remarks that hurt others?
Do you always practice the highest courtesy?

54. Do you always express appreéiation when due?
J. INTEREST

5.
56.
57.
58.
59.
60.
6l.

Are you deeply interested in your own work?

Do you make careful daily observation of your work to improve it?
Are you interested in the human problem of business management?
D; you observe people’s features and study their characters?

Do you endeavor to read people’s thoughts to anticipate their needs?
Have you a scientific intere;t in problems of modern business?

Are you yourself your greatest object of constructive study?

K. SINCERITY

- 62.
63.
64.
65.
66.
617.
68.

Is your wqrd as good as a bond?

Do you have high ideals of life and service?

Is your work interesting rather than routine?

Do you stand loyally by your deserving friends?

Are you sincere even though it sometimes results in apparent disadvantages?
Are you honest for other reasons than because “it pays”? |

Do you practice what you demand from others?

L. ALERTNESS

69.
70.
71.

Can you understand viewpoints of others?
Are you quick to understand instructions?

Are you known as a wide-awake person? -



M. MEMORY

72.
78.
74.
6.
76.
1.

Is your memory excellent?

Do you train your memory for improvement?

Do you remember names as easily as faces?

Can you fbrkot nonessential facts?

Do you depend on trained memory power rather than short-cut methods?
Do you consciously combat every tendency to absentmindedness?

N. EFFECTIVE SPEECH

78.
79.
80.
81.
82.
83.

Do you talk without hesitation?

Are your ideas clearly and logically organized?
A;'e you master of yourself?

It eating with superiors, are you at ease?

Do you convince people?

Do you secure the desired action from people?

O. INITIATIVE

84.
85.
8e.
87.
88.
89.
90.
91.

Do you seek opportunities to better yourself?

Do you make plans to realize your goal?

Do you have to be ‘““told” less than the average?

Do you make constructive sugg_eaticns freely?

Are you systematically dqvelopiné your power of constructive imagination?
Are you right now thinking of how to profit by use of this chart?

Are you able to meet new situations with dispatch and -onfidence?

Does experience préve your ideas practical?

79

GRADE
YOURSELF
HERE



P, RELIABILITY

92.

- 98,
94.
96.
96.
917.
98.
99,
100.

Are you known as a person who ‘‘gets things done’?

Are you trustworthy in little things?

Is your credit good at all times?

Do you keep your promises and appointments?

Are you reliable in all of your work‘?

Is your judgment 80 sound and reliable that it is sought by others?
Do you establish your “reliability’ as thoroughly as your “ability”?
Do you deliver dependable results without supervision?

Are you absolutely loyal to your organization?

TOTAL POINTS

YOUR PERCENTAGE OF EFFICIENCY
(Divide above sum by 10)

GRADE
YOURSELF
HERE

SOURCE: Weirauch, B. “Self-Analysis for Salesmen.” Sales Monagement Guide. Chicago: Dartnell Corp., 1978.

From ?rogram for Acquiring Competence in Entrepreneurship (PACE), Instructor's

Guide, Level 1, The National Center for Research in Vocational Education,

The Ohio State University, 19

ok 7
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Guidelines For Goal-Setting

"If you don't know what you want, you probably will never get it."

Goals are important for giving direction to your energy. They can give
your life purpose, direction, and provide samething to look forward to.
You may feel that goals are limiting, on the contrary, however, once you
have set a plan or goal, then you cun examine the options and change your
Plan if necessary. Without a goal, you may remain free-floating with no
end in sight, probably blind to opportunities as they pass you by. Setting
a goal can activate momentun towards a long-range outcome you may desire.
It gets things moving. ’ ‘

Any goal must bes
1) Relevant and meaningful - It must contain qualities that are essential

2)
3)

4l)

to you -- your values, interests, strengths, and weaknesses. It must
reinforce your ideas of success and what you must have to make you

happy.

Consider: "What do I want?" ™hat are the resources to work with?" and
"How can I put them together to get what I want?"

Realistic - If a goal is unattainable, it can be self-defeating and
frustrating. If the goal is real, then you gan meke the everyday
choices that will lead towards achieving your goal,

Speecific - 1t would be too vague to say "I want to be happy.” By being
more specific -- "I want to be good at decorating; that would make me
happy." -- you can break your goal down into small steps.

anageable - Working with a manageable goal allows flexibility. If one
step doesn't work, it is easy enough to try another alternative. You
can begin to determine how you want to spend your time, and what short
term objectives are necessary to reach your long-range. goal .

Gaal-éetting offers a diﬁciplined, creative approach to life. It can

create tension, but this tension can bring out our finest resources and can
quicken your minql_‘ in response. :

To help you determine meaningful goals for yourselt, camplete the
following: o

33 ¢




¥hat you'd like to happen in five years.
List here things you would like to learn to do, satisfying activities
you'd like to be involved in, and things you want to strive toward

during the n«xt five years. Keeping your values in mind, think in
terms of occupation, leisure time, family, education, ete.

bhat you'd like to happen in ope year.
List here things you would like to learn to do, activities you'd like

to be involved in, and things you want to strive toward during the next
year. Same of these may be duplications of your first list.

You can now take this information and convert it into a statement of a goal
or goals that you'd like to accamplish.

9 ; 22




Decision-Making

There are four steps to any decision:

1, State the goal to be achieved or the problem to be solved.
2. List alternatives.

3. Evaluate tbs alternatives.
4. Consider the odds or chances of each outcame occurring.

The four steps appear simple, yet you undoubtedly know fram your own
experiences that meking a decision is often difficult. Decisions are
difficult tecause each of us is a complex individual with unique needs,
values and his/her -own personality. This is why we need to learn how to
gather and evaluate information. ‘

It's time to practice making & real-life decision for yourself. In the
space below, use the four-step process to make a decision about a goal ‘you
want to reach or a problem you need to solve within the next three months.

1. (bal to be achieved or problem to be solved:

Alternative Advantages | Disadvantages | Probable Outcome

1.'

2.

3.

4.

10




PROBLEM SOLVING PROCESS

There are distinct steps involved in the problem-solving process:

ACCEPT

DEFINE

- ANALYZE
LIST
SELECT
IMPLEMENT

EVALUATE

Decide that the problem is your challenge
and your responsibility.

Be clear about exactly what should be improved
or changed.

Look at all aspects of the problem. Look at your
value system and how it relates to the problem.
Decide on criteria to use in weighing solutions
to the problem. Decide if there is additional
informtion you need to solve the problem.

Bra.instorm possible solutions to the problem.
Be as creative as possible.

Evaluate the possible solutions against your
criteria. Select the best solution.

Assign responsibilities and timelines to assure

that the solution is implemented.

Determine how effective the solution was in
solving the problem.

11 24



Managing Your Time and Your Life

Effectively managing your time takes a great deal of thought about
what it is you want to do and sound planning as to the best way to accomplish
it. There are five basic steps in time management:

1) set your goals.

2) List activities to achieve your goals.

3) ‘Prioritize activities.

4) Make a To Do List.

5) Consider the best use of your time.

SET YOUR GOALS

In order to effectively manage your time, you must first know exactly
what it is you're trying to accomplish. as Lewis Carroll put it, "If you
don't know where you're going, you'll end up somewhere else." The first
step in time management, then, is setting goals. Decide what it is you
want to do, to possess, to share, to contribute, fo be. You should list
both short term (for the day or week) and long term (for the month, year,
decade) goals in all areas of your life: social, professional, financial,
cultural, educational, physical, spiritual, personal, family, etc. Make
sure your goals are actually achievable and that you can succeed in doing
what you set out to do. Success breeds success.

It is important to write out your goals, for they become more real
and more imporﬁant to you then. Writing your goals helps you to make a
commitment to achieving them. It's also important to prioritize your goals

80 you'll know where to spend the most energy.

LIST ACTIVITIES TO ACHIEVE YOUR GOALS

Goals are broad statements of what you.want to achieve, and it's
necessary to specify aétivitiesAyou need to do in order to achieve your goals.
For example, you might have a goal "to get in shape."” 1In order to actually
get in shape, you'll need to do cerfaiﬁ activities. Perhaps you'll do
callisthenics for twenty minutes a day, or perhaps you'll run a mile every day.
Activities are steps to achieving a goal.

12



D determine the right activies for achieving your goals, you must
1) list the possible activities for each goal and 2) set priorities to
allow you to select the most effective activity to do now.

PRIORITIZE ACTIVITIES

If you were conscientious in listing lots of possible activities, you
will probably have too many activities to possibly complete with the time
you have. Now is the time to set priorities and switch from being unrestricted
to being realistic and practical. Start by spotting and eliminating low.
rriority items (those on which you're not willing to spend time each week).
‘ Once you have prioritized the important activities on your 1list,
establish times/dates to start each activity as well as deadlines for
completion of it. Commit yourself to get things done by the deadline.

Hopefully, this process:of prioritizing activities will help you to
examine your’prioritieé in terms of your own value system. For some people,
family needs and.dehands are extremely important, so activities connected
with family will be top priority. Other people may view professional goals
as more important, and will place activities for accomplishing professional
goals at the top of their list. The important thing is to think about your
own values and consider them when prioritizing activities.

MAKE A TO DO LIST

It's important to take time to plan. Spend only ten minutes at the beginning
or end of the day planning, and it will repay you. Many people also use _
Friday afternoqn for reviewing the week and planning the next week in a general
way. You may want to use Monday morning for refining your plan and starting
your activities for the week. :

We must all function day by day, so it's important to look at the question
"What do I have to do. today?" Practically everyone has heard about making
a "Tb_Dd List". ' Successful’people usually use it every single day and make
effective us of it. A To Do List should include those items you want to do.
Add othgr iféms as they occur to you, and cross off items as you complete
_them. Rewrite the list at the end of the day or when it becomes hard to read.
| Keep only one list and don't use many scraps of paper as they seem to disappear
or aren't available when needed.

v :



mm—umcmuzpmueonsum.muy
sohodule. BStart by £illing in essentials: eating, sleeping, working.
mmmmmxutduuvmumuuummseh
are %p priorities. By setting goals and priocritising activities, you
mwmmmmmmmcumummm
really vant %0 acoomplish. Youfll want to include these activities in
your schedule.

I8mtify your most crestive/productive time of day and use it. Plan
alpo for the wenpected. Don‘t schedule every minute and you will then have
mmhwﬁﬁh-yMﬁmuMucncuhuy.

Sven though asking geal statements, setting priorities for activities,
mcmun'ubuu'unmmmmmmzmny
you gpend your time, they nced to be constamtly ocoupled with the above
question to handls your daily vork. Poous on your high priority activities
and don’'S 9ot hogred down on 10w value tasks. Ask yourself the questicn
“Bow terxible would 4t be if I didn’'t do this?® If your answer is "not
00 texrible”, them eliminate it.

Leazs to dslegate to family/friends/colleaguss, and be sure to give
recogaition to them vhen they carry out thoss tasks. Do one thing at a
tine) Gon't get sidetrached by distractions and interruptioms.

0 12 Bat :

All of the above steps are memningless if you don't put them to use.
T™he best plans remain only plams wntil you bring them to 1life by implementation.
Mopt a "do it nov” attitufs rather than a “"do it later® attitude. Pro~
orastination is ome of the major stwmbling blocks everyone faces in trying
to ashisve gnals and make the most of their time. When you've identified
& high priceity activity but £ind you can't bdring yoursslf to 4o it, take
mother lock at your choice. It may be of lower priority than you originally
thought. If you @0 feel it's of high priority and you're still not doing it,
08 aay just be dolag a most humen thing, procrastinating. We put off doing
things deconsc they ssem too occmplex o because it may result in an unpleasant
situation, or hecause we're afraid we won't do it well encugh. The best vay
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to get started with an overwhelming or unpleasant activity is to begin it
even with only a few minutes at your disposal. Break the activity down
into smaller components and start with a shorter task. Start with something
easy if you prefer, but start. You may discover that it tumns out to be
much less difficult than you had expected.

This process is not as complicated as it may seem. Give it a try and
see if you can't be more in control of your time and decisions. Remember to:

s«: your goals.

Uu the technique of brainstorming to list activities to achieve your g
Cenudo: the importance of each activity and prioritize the list.
CQJ.ou a To Do List or schedule.

Ewh day, spend some time planning.

‘Stu't uking yourself, "What is the best use of my time right now?"

s.io:; procrastinating. DO IT NOW!!

There is nothing magical about the SUCCESS formula, but it will help you
better manage your time and fulfill your goals.
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What Is Your Attitude?

Your attitude is the stance you take toward life based on your values. It
is your lifestyle pattern - it shows up in the way you relate to people,
Tlaces, things and the way You divide your time among then. Your attitude
8 a state of mind that will cause you to respond in a certain way to a
given situation. = '
The following chart shows you the behavior characteristics of those who
have healthy, desirable attitudes compared with those who have negative or
poor attitudes. ' If your behavior is similar to that deseribed on the
negative side, you should know that such behavior cauies others to react to

you negatively. If you can'work on just one or two areas so that your
behavior shows a desirable, positive attitude, the behavior of others
toward you will change. People will like you better, and you will like

them better. Study the chart to see where you fit in:

EOSITIVE ATTITULE NEGATIVE ATTITULE
1. Smiles easily 1. 'Rarely smiles
2. Willing to change ideas, " 2. Uwilling to change
"dress , ‘ behavior when eppropriate

3. Able tb see the other peisons 3. Unable to see the other

point of view persons point of view
4. Almost never camplains 4. QOonplains about nearly
‘ everything
5. Accepts responsibility for 5. Blames others for own
mistekes ' mistekes or short-comings
- 6, Seldan criticizes others 6. Very critical of others
7. Considers what is -good for 7. Thinks only of self, "What's
or helpful to others in it for me?"
8. When talking with other 8. Unwilling or unable to look
people, looks them in the _ the other person in the eye
. eye but does not try to stare
then down ‘
9. Re_sbéét_s ‘the ideas end 9. Tries to force ideas end
opinions of others opinions on others
- 10, Never makes excuses : 10. . Of ten makes excuées

11. Has & variety of interests. 11. Few interests, is often
, - ' bored C

g™ 18



Meeting Responsibilities

We al'l have duties and responsibilities in our personal and professional
lives. The home-based business person must pay special attention to the
‘time needed to meet these responsibilities. Let's look at how you use a

typical day. :

Draw a circle to represent a day in your life. Divide the circle into four
quarters using dotted lines. Each quarter represents six hours. Now,
estimate how many hours or parts of hours you spend on a typical day in
each of the following areas: :

Sleeping

In training or at school
Working

Socializing, playing sports
Reading, watching TV
Doing chores

Spending time with family
Miscellaneous

Now‘n'nké a p',ie‘ 'g:raph;in~the circl‘e to indicate the time spent in each area.
Your graph may look something like this:

——

- '
- working/school
cod

Look at your pie graph. ' Do you devote enough time to each area to do it
effectively? Which areas need more time? As a home-based business person,
you must pay particular attention to how you will balance work-related
demands with hame~ and family-related demands.
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Goal 2.0 To understand the potential kinds of
home businesses

Competencies:

et

2.1 'Exbla_in what is involved in starting and operating a
small business -

2.2 Identify. rew materials in the conmunity which could be
converted into products

2.3 Identify services which are not being provided in the
cammunity ‘or services which could be improved

2.4 Identify Kinds of hamevbased industries which could

be successful in the local community
has R




Thinking About Going Into Business?

‘Summary

‘To start and run a small business you must know and
_be many things. As one small business owner atten-
‘ding a conference put it: “When I came here, my
‘business lost the services of its chief executive, sales
‘manager, controller, advertising department. person-
nel director, head bookkeeper. and lanitor " ‘

'l'hie Aid, based on queetione.aelted by people in small
business or contemplatins starting, suggests the many
facets of running a small concern that each owner-
.manager must become famillar with. While the
answers to the queetione are "hardly exhauetive of any

of **e subjects, they provide the background for ques-
tione you may need to ask before going into.business,
‘as well as suggesting sources of answers to those
.questions.

Introduction

Almost everyone consxdering it has dozens of questions
about starting a small business. The only foolish ques-

tions. of course, are the questions that aren’t asked. Yet;

many times we don’t have enough information to ask
the right questions -

The questions in this Aid are drawn from participants
in satellite telecasts to thirteen states in Appalachia -
from New York to stsissippi Most of the questioners
didn’t own. operate, or manage small businesses. Their
questions are typical of what's on the minds of potentlal
business owners. You may have’ pondered similar ques-
tions, as you thought about becoming your own boss.

The questions fell generally 1nto areas such as the steps

in setting up a business, business regulatrons and taxes, '

marketing, and financing a new concern. ln this Aid the
questlons have been grouped by sub|ect

Answers to the questions came from experts in the
various areas. These experts include a'lawyer, an ac- |
countant, a bank loan officer, several small business
owners. and market researchers Com

Cl‘hese answers, it is hoped will help you as you ap-
proack deciding on becoming a small business owner.
‘The questions may suggest questions that you should
find answers to before you invést your money. time. and
effort ina small buslness

U.S. Small Business Ad t
%S, pmall Bus n ministration

Starting Out

1. If you have money but no particular business in
mind, how can you get enough information on the best
business to go into?

The best way of choosing your business venture is to
look at your experience and educational background. A
thorough review will provide leads on the business field -
you should enter—do what you know best. Even more
important, you must like the business field you are go-
ing to enter to bring the enthusiasm and self-confidence
you need to make the business go.

2. What are the basic survival skills you need to run a
business?

The basic survival skills include a working knou ledge of
basic recordkeeping; financial management; personnel
management; market analysis; breakeven analysis; pro-
duct or service knowledge; federal, state and local tax

- knowledge: legal structures; and communication skills.

3. What special obetacles do women entering business

face, and how can these obstacles be overcome?

Women are at last making inroads into business, not on-

" ly as executives but as owners. There are many

obstacles, chief among them the doubts that lenders,
supphers. and in some fields, customers have about
women's ability to run businesses. These can bé over-
come with' self-confidence and a strong belief in your
ideas. You should not be discouraged by being rebuffed
by people who. simply don't understand. As more and
more women enter business and succeed, the process
will become_ easier and easier.

4. What are the most important factors that cause

' 'emall business failure?

There- are, of course, many reasons for the failure of
new small businesses. One way of looking at the causes
is to remember that a new business is starting at zero
momentum; newly entering a market, having to
establish supplier relations, finding proper financing,
and training employees. To coordinate all these facets
and start them simultaneously is a tremendous job. If
you don't have experience and management capability,
succéss won't ‘be very likely. You'll also find that under:

- capitalized husinesses. those without enough cash to

s ‘naking money, don’t have.good survival
n such cases, ‘aven bueinesses with good



8. If you're trying to buy a going service business,
how can you figure a reasonable price for the business
that takes into account goodwill and business contacts
in addition to the value of equipment and inventory?

There are many methods, but basically what you're try-
ing to do is set a value on the assets and earnings '
-record of the firm. The simplest way is to determine the
“payback period,” usually two or three years, That is,
the net profit for two years would equal the goodwill
value, A more complicated and accurate method called
the '‘net present value’ method, is based on the cost of
capital and a risk factor, For that method an accoun-
tant's help would be valuable ' :

8. What kind of a market study should you do before
deciding to buy a radio etation? '

Determming the price of any business is difficult. For a
‘ radio station specificall you can get the figures on the
total nevenue of all’ stations'in the area (that is, advertis-
ing revenue) from the Federal Trade Commibsion. You
should also get the percentage of the- total market that
“the. station you're’ considering has You must also deter-
- mine the potential market for the area in advertising
dollars. Finding out the total number of businesses by
. line-and size-in the. area covered by the station,and their
advertrsmg expendltures would give you some insight.
. Really, you'd study the market like this for, buying any
busmess .

M_R‘e'gfulati‘ons and Licfeuses

7. How do you find out what tlie federal, state, and

- local regulations are for the type of business you're

going into? -
The regulatrons for busmesses may vary for different

lines of business and certainly will from state to state.

.You can find out by contacting. the various levels of

- government like the Internal Revenue Service for

- federal tax regulations, but your best bet is to go to your
local SBA office. They can give. you ‘specific information
for all levels of government. Local chambers of com-

. merce can also often help you in this area '

8. What kind of registration and licenses aro generally
required? o

. Obviously. as we |ust discussad there are specific re-

‘quirements in each. s%te -and locahty. but it is possible
. to list the kinds:'of .bas icenses and, registrations a new
_:"j-business wrll ne . .
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Local—A business license from city, town, or county,
depending on your location, will be necessary. In addi-
tion, you'll have to meet zoning laws, building codes,
and similar regulations.

State—In most states, if your business isn't a corpora-
tion and your full name isn't in the name of the
business, you'll have to register under what's called the
fictitious name law, You should also file for a sales and
use tax number. In some lines of business (like liquor

" stores, barber shops, real estate offices) specific licenses

are needed.

Federal—You'll need to contact the IRS for an
employer’s identification number and a “Going Into
Business Tax Kit.”

9. What’s this OSHA you hear about?

OSHA is the U,S. Labor Department's Occupational
Safety and Health Administration. It is responsible for
helping make work premises safe and healthy for
employees. Since change in this area is frequent, it's
best to contact OSHA itself. They have a number of
publications aimed at small business.

10. What are some speciflc legal requirements for mail
order businesses which might not apply to-other
businesses? The business under consideration would
not use direct mail advertising, rather it would adver-
tise in magazines and newspapers.

You should contact the Federal Trade Commission and
get the FTC's list of publications; you can order those
that pertain to your particular business. If you're selling
food, you must get in touch with the Food and Drug Ad-
ministration

11. How do you go about finding suppliars and
manufacturars?

Most suppliers are interested in adding new accounts. A
prime source for finding suppliers is the Thomas
Register. It lists manufacturers by categories and
geographical area. Most libraries have state's directory
of manufacturers. If you know the product line and '
manufacturers, a letter or phone call to the companies
will get you the local distributor-wholesaler. In some
lines, trade shows are good sources of getting suppliers
and looking over competing products.

12, Should a sole proprietor with no employees have
disabilty benefits?
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If you can afford it, it's a good idea. It makes sense to
- protect the income of a small sole proprietorship with
income maintenance insurance. Ask your insurance
agent about various plans.

'13. How often should a small grocery store take an in-
ventory?

A physical (can by can) inventory should be taken at
least once a quarter. If your fiscal year ended December
31, you'd take one then and subsequently on March 31,
" June 30, September 30, and so on. If you have an
.automated ordering system, you can take a physical in-
ventory less frequently.

14. How long does it take a new business to establish
a goad public image?

. A good public image takes a long time to establish (and

“only minutes to lose). There is no set formula, but a
good image depends on:

The service. products and customer treatment you pro-
vlde.

The market you're in;
How you stack up against youchompet_it_ors:

_ The Quality of your public, relatlons and advértising pro-
grams. If you re new to a market—and if you do what

you say you're going to—you may establish an excellent

. reputation in 18 to 24 months.

15. How do you flnd a good lawyer? ,

As with most personal services, you must have rapport

~with your attorney. The best way: to determine this is to
“talk to lawyers by phone or VlSlt them before vou make a
selection. Get recommendations from fuends. your
~banker. or lastly a “lawyers reference service.” You're
looking for someone you can trust and who will take an
interest in vou and vour business.

16. Do you need a lawyer to start a business?

;No. but it's w:se to get the best advxce posslble when

‘you Te startlng out An attorney is one source of the ex-

‘-‘pertlse you'll need to draw on. In some states you need

~an attorney to form a corporatxon Check your state law.

Form of Business

17. What form of business do you recommend for a
new business?

Each legal form. sole proprietorship, partnership. or cor-
poration, has its advantages and disadvantages. The one
you should pick depends on your circumstances. in-
cluding: -

Your financial condition.

The line of business you're entering,

The number of employees,

‘The risk involved. -

Your tax situation.

Don’t assume, if you plan a one-person business, that
sole proprietorship is the way to go. See your lawyer.

18. I've heard tltat the Qubehapter S corporation and
*‘1244" stock offerings are designed for small
buelnese Could you explain them?

~ l:.ssentlally. a Subchapter S corporation treats profits or

losses by the corporation as ordinary income or loss to’

.the individual stockholder. A full discussion of the Sub-

chapter S corporation can be found in Internal Revenue
Servrce Pubhcatlon Number 589.

Internal Revenue Code Sction 1244 allows an individual
to treat losses on the stock of a *‘small business corpora--
tion” as deductions against ordinary income. IRS
Publications Number 542. 544, and 550 have sections
discusslng this regulation.

The rules for taking advantage of these devices are quite
specific and a little involved. You should get the IRS
publications. You can get copies by getting in touch
with your local IRS office. It's listed in your local direc-
tory under “U.S. Government.” It would be a good idea
to discuss' these topics with your accountant, lawyer. or

, other business advisor.

19.Is ita good idea to lneorporate your business in a
state other than the one in which you plan to do
buelneee? ‘

No. For small businesses it's normally best to incor-
porate where you are going to do business. If you incor-
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porate out of state, vou'd have to register as a “"foreign”
carporation,

Taxes

20. Is a sales person, paid on a commission basis,
treated like an hourly wage sales clerk with respect to
tax withholding? ,

Yes. unless the sales person is a manufacturer’s rep or
is in business as an independent contractor.

21. Concerning a sales representative on straight com-
mission, is it mandatory to take out FICA taxes (eoclal
security) and withholding taxes?

Yes. if the rep is an _employee of the compeny.‘ The
- deciding factor is whether or fiot the rep is an indepen-

<. dent contrac.tor in business for herself or himself.

22. What about casual labor and taxes?

If an individual is your emplovee, you must withhold -
taxes. The only exception is if the labor is.on an in-
dependent contract basis. Then the independent con-
tractor withholds taxes and files all appropriate forms.

23. Say you have a partnership betiveen two people
and the spouse of one of the pertnere keeps the book,
is the spouse an. employee, even lf he or she len’t
paid? . .

If he or she weren't paid. such a bookkee_per’cbtild be
classified as-a nonemployee. Thus, since there are no
wages. there are no withholdings for income tax, FICA,
and the like. If you paid him or her, it would be hke any
other employee for tax purposes

24, If 1 live in one state but go to other states to sell
goods, how do I he‘ndle texee?

- As a business in another state, you'd have to collect and
remit taxes to.the state where the goods are sold. Most
states have forms to remlt these collected taxes. These
sales should by kept separate from sales in your home
state, since you would not pey home stete seles tax on
them B

25. How isa corporetiont etl lf all etockholdere
. work as eolarled employeee ond oll proﬂte are applied
, di

Stockholding employees re‘taxegl_ on elarles like any
other employee. .T'he P rchdse ' rlce of a corporatlon is

- sellmg prxce 20 percent desired markup).

stockholders who bought the business. Thus, profits ‘
can’t be used to liquidate this price. Profits may be used -
to retire corporate debts and, thus increase net worth,
but all principal payments are taxable profits and taxed
according to the corporate tax structure. If your net ear-
nings before taxes approach $100.000, check with the
IRS. It may be necessary to pay dividends, since non- =
payment could be considered a technique for avoiding
dividend taxation.

The Marketj

26. How can you get the census data you need to

_ estimate the market for your store or service in a

given locality?

You can get census information from the Bureau of the
Census in the U. S. Department of Commerce, as well
as through chambers of commerce and various state and
local agencies that deal with business. You can find thls
information in your local public library and get it from
neerby colleges and universities, too. e

27. How can you find out what the prevailing costs
are for a service business in your market area? " :

One way is simply to call competltors and ask their - ﬁ:'u
prices. Their prices will give you a lead. You could ask
competitors’ customers for the same information if you
didn’t want to go directly to the competition. = ’

'28.How do you go ebout determining the market for a

mail order buelnese?

_The principles of determmmg market share and market

potential are the same no matter how large the H
geographical area. You must first determine a customer[f‘
profile, the size of the market, and the number of com-; -
petitors. You could also use a readership survey given to

you by a magazine in which you intead to advertise.

Pricing
29. How do you figure markup and markdown? o

Markup (markon) is the original amount that the mer-

" chandise is marked up. Merkup as a percentage (also - K

called gross margin rate) is figured as a percentage of
sales. For example, say the cost of merchandise is $10
and you want a 20 percent markup; what is the sellmg
price(SP)? By definition we know that markup asa ‘;j.
percentage is given as a percentage of sales, Thus, our ':
cost must be 80 percent of the selling price (100 percent
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.The formula is: P Cost
' Cost as % of SP
$10.00
SP =«
.80
. SP = $12.50

So. our selling price is $12.50., cost $10.00, and markup
'$2.50 or 20 percent of the selling price.

Markdown (discount) is a reduction of selling price -
below the original sale price, Assume the item is mark-
ed down to $11.25. The markdown is $1:25 or a 10 per-
cent markdown ($1.25 markdown divided by $12.50
original selling price). :

30. How would you go about establishing p_rlc§
gu_n!dellneu for a business renting items to customers?

Pricing is based normally on a combination:6f'cgst and
market competition. Trade associations ai‘e‘)g)g;lﬁm :
source of such information. Check your library,fos the' A

Encyclopedia of Associations with which you'll i:elablbf’n“
' ’“-‘fé.v j’bul;rkgss that's already operating well enough to provide

to find the association dealing with your business.

Finances

31 “W.hat is the average expected net profit for small
business?" -

Average net profits vary with the type of
Jusiness—retail. wholesale, service; manufacturing, con-
struction. They also vary for the type of business struc-
‘ure—proprietorship or corporation. Dun & Bradstreet
ind Robert Morris Associates publish ratios which give
rou these figures, as well as lots of very useful cost in-
ormation. o :

B

i;z.‘Would you eiplnin the_meani’t'lg 'of ““rate of return
1 investment”? How is it different from net profit? Is

t different from return on assets employed?

Vet profit (before taxes) is basically total sales for a
pecific period less cost of goods and operating ex-
)enses during that period. (For a retail business. cost of
1oods would .be your cost of ‘merchandise sold.) Net pro-
it:is a function of both rate of return.on investment =
ROI) and return o total assets;-ROI is net profit divid-
;g,gb_y quitaIl invested by the owners of the company. .

N

ClLd

ROLI is used to measure the effectiveness of management
in attaining the owners' desired return on their invest-
inent. Generally, the larger the ROI, the more attractive
a company is to potental investors.

Return on total assets is the net profit divided by total
assets. This measures the net profitability of the use of
all resources of the business. It is another tool for
measuring management effectiveness in the use of all
resources borrowed and equity.

33. Does a bank require absolute top credit references
from loan applicants?

The better the credit references the greater the possibili-
ty of loan approval.

34. If I estimate my start-up cost at $50,000 and can’t
put up anywhere near the $25,000 that I've been told

is what I should have for my share, am I wasting my
time even filling out a loan application? '

In all probability you would be, although there are some
exceptions. For example, it might be possible to get a
igan under your circumstances if you were buying a

syffie
#{hermore, if the applicant is the present manager
who Has' madesthis business go, the chances of getting
such a loart gre_much better.
TR A
CatEs

-~

‘. ‘L;‘

lpzlt,erofits to cover its obligations and the loan.
i

Help!

35. Getting money is difficult; keeping it may be even
more difficult. Where can I get assistance in manag-
ing my business?

Your accountant and bank can provide financial

- .counseling which can be very helpful in starting amd

managing your business. They can also give you in-

- valuable information on the local area and your market

that can be critical in making decisions in your
business.

. The U.S. Small Business Administration has many

management assistance programs. It provides counsel-

~ ing in the areas just mentioned. Most importantly, SBA

can provide the kind of long term management
assistance you need to make your business a success.

iopies.of this Aid are available free
!;_efed to imply égprqval by SBA of any private organization, p
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Identify Raw Materials

Raw materials available for use in Al aska are:

il ivory

a furs

other animal parts
plants

. wood

e : seafood




ldentify Kinds of Home-Based Businesses
Some of the more common products sold in or fram a hame include: “
Crafts Jewelry
Detergents Make-up
Firewood Real Estate
Fresh Fruit Toys
and Vegetables Vacuum Cleaners
Housewares
Insurance

Some of the more common products made in hames include:

Artwork Pottery
Baked Guods Publications
Clothing ™ Woodwork
Crafts s,

TN

Some ‘of the more c&ﬁmn :’n-ihane service businesses inelude:

Accounting, Financi al,

al Consulting
Architectural =

',jGt‘.;" . Paint ing
%7,y Bhotography

F ¥
. *~.7 <Repair Work --

Art Work -- = - ¢ Muto,. Equipment,
Camereial, Grephics * “Hogiey' Vehicles
Beautician = Surveying - :
Catering, Baking Tailoring;,
Chimney Cleaning Dressmaking -
Chiropractors Telephone = -
Contracting -- Ceneral Answering
or Speciality Tutoring
Day Care Typing -
Engineering _ Washing and
Interior Decorating - Ironing
Janitorial Welding
Landseaping, -Wood Working
Gardening :
Lock=mith
MlSiu, Al't ’

_Dmce Lessons

Fram o
Washington State, Washington State Office
of Small Business; 101 General _
Administration Building, Olynmpia, WA 98504,
May, 1985. '
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Revised August 1981

Handcrafts

- This Small Business Bibliography No. 1, Handcrafts, is

& major, new revision of the July 1977 edition. Its pur-
pose is to present to those interested in crafts, both as
an art and as a business, the best currently available
information on the subject in one brief publication.
Listed are books specifically related to the business
aspects of handcrafting, how-to books dealing with its
creative elements, periodicals covering current trends

in handcraft design and marketing, and a roster of the

publishers of these books. It should be noted that
many of these publishers offer free catalogs of their
own handcraft publications. : ‘

" This Bibljdgrapﬁy is "np:t;‘_qxhlnulﬂvo, 80 not all wor-
+ thwhile publications are included. No slight is intend-

ed toward authors and publishers of materials not
listed. However, a thorough sirvey of the literature
was conducted by.the author in developing this
Bibliography. Publishers and others may submit to the
SBA any relevait information for possible inclusion
when this Bibliography is:again revised. Prices, - -

ordering'a book, you ask yourlocal bookstors or

 check with the reference librarian at your library for

. current ordering information.

- keep you informed and up-to-date in today’s ever chang: -

" begin'with,

- ing crafts marketplace. =

The author, Barbara Brabec, is Publisher, Book Divi-
sion, Barrington Press, Barrington, Illinois.

Millions of Americﬁt;'s now have a;sei*jou’s leibﬁretime
interest in handcrafts, ald in recent ybars a surprising

' number of men, women, and even-children, have turned

their craft hobbies into‘lucrative part or full-time:
businesses. However, while many hobbyists are produc-
ing beautiful and useful objects that have value in
today’s marketplace; it takes experience and know how
to go from hobbyist to profitable professional, as em-
Phasized in my book Creative Cash. So if you have
thought of trying to. make money from your talents, you
will be glad to know.that you will not have to learn
everything the hard way. There are several excellent
craft business manuals and directories available (see-
Handcraft Business, p. 3), as well as managément
oriented magazines (sée Periodicals, p. 10) that will

. The Art of Handcraft |
" What does it take o tun a hobby'into a business? To

you m
wled

 highly skilled and have a

craft as an art. Such skill - -

U.S. Small Business Administration
Number 1

and knowledge partially can be gained through the how
to books listed in this Bibliography. Here you will find
more than 300 of the finest books currently available
from leading publishers. Some are newly written works
others are revised editions of the classics. All are sure t
stimulate your craft buds if you are seeking new infor-
mation and ideas about the art of handcraft.

The Businesé of Handcraft

To succeed-as a craft seller you will need more than ju:
a quality product or line of products. What you sell
must be properly priced. You are also a small business
owner, and as such, you must understand production
and marketing techniques, as well as have a little com-
mon sense and a lot of imagination, enthusiasm,
discipline, determination, organizatic :nd patience. T
all this you must add one more important ingre-
dient—enough money to get started, enough to pay for ¢
beginning inventory of supplies and materials, plus .
business essentials including calling cards, stationery,
brochures, price lists, publicity photos, and craft fair

. displays.

As most beginning craft sellers soon discover, there isa
big difference between making things and selling them.

- Unfortunately, amateurs often produce what they want

to make, rather than what prospective buyers wish to -
purchase. Learning what buyers are interested in is call
ed market research and this will be an ongoing job once
you begin to sell. That is why it is so helpful to read
craft marketing journals and other business publication:
that will keep you aware of current trends in consumer
demand.

Obviously, there is a lot more to crafts marketing these
days than merely setting up a card table at a local street
fair. Competition from professional craftsmen is :
substantial, yet there always.seemis to be room for one
more professional—and your goal as a beginning crafts

_geller is aiwayslto be professional.

Anyone with well designed, carefully cr..ft2d products
can find a market for them somewks+s. ¢v.m in these
days of tight money. But it may take tir. : to find your
particular nicue in the marketplsr.e. anc '2 ' nd that
niche, you will have to develop a c¢ *air ‘i:gree of
business expertise. So although thor. :7e gloomy -
economic_predictions for some industries at this time,
craft authorities agree that the future of the handcraft
industry looks promising. As public appreciation for

fine crafts continues to grow, there will be an increas- -

ing number of buyers of high quality craft merchandise.
And as money for high-priced, commercially made -

. items becomes more scarce, buyers will be looking for




" more affordable handcrafted merchandise to satisfy
their demand for luxury, individually, and prestige.

The Bibllography

.U.S. Small Business Administration
Washington, D.C. 20416

SBA {ssues a wide range of management and technical publications
designed to help owner-managers and prospective owners of small
business. (For general information about SBA, its policies and
assistance programs. ask for Your Bullml and tho SBA. free on request
from the nearest SBA office.) - )

Listings of currently qvaﬂlblo publications (free and for-ule) may be
requested from SBA, P.O. Box 13434, Ft. Worth, Tx 78119, or any of
SBA's field offices. Ask for: SBA 115A — Free Management Assistance
Publications and SBA 115B— For-Sale Booklets. The lists are free and
may be used for ordering the particular series listed, either the free
series from 8BA, or tho for-sale series from the Supqﬂntondont of
Documonu (GPO)

Small Mm llbllo.nphy (6 to 12-page’ pnmphlm) Bach title in’
- this series deals with.a specific kind of business or business function,
giving reference sources. It consists of an introduction that gives a
description of the operation and & Ihting of references applicable to
the ‘subject covorod Free. Llntod on 115A. Examples include:

Hone Bulineues (8ll 3) i
Selling by Mail Order (SBB 3) .

" Natlonal Directories for Use.in Marketins (SBI 19)
Reeordkoaping Symms (Sll 18) -

.Mnmmm Aldn (4 to 12-page pamphleta) Nearly 100 titles discuss-

ing many different’ npacu of small businon management. Freo Listed
on 115A : ) .

Publishers' addresses ara !isto'q in the last section of this Bibliography.

The Hnndcuﬂ Bmlnou :
 Career Opponuniuos in Craﬂs Sommer. Elyse. 1977 $5.95 paper.
(Crown)

Cotolog Souroos for Creauvo People Boyd Mnrsnmt. 1980. $8.85
paper. (Barﬂngton Preu)

Contompomry Cmﬂs Markot Placo 1977, 315 95 paper. (American
Crafts Council)

"The Crafts Business Encyclopedlo Scott. Michael 1977. 810 00 cloth;
$3.95 paper. (Haroourt Brace Iovanovich) L

1981 Craftworker's Mnrlm Bdihd by Lapln. Lynn 1980. 812 85 cloth
(Wﬂter s Dignt)

Creative Colh-How to Soll Your Crafts, Needlework, Designs & Know-
" How. Braboc. Blrbm 1879, '$9.95 paper (Bm'lngton Press)

Tho Handcmﬂs Bu:lnm 1988, sz 00 paper (Bank of America)

How to Stan and Run a Pmmuble Cmﬂ Buclncu. Ossin, Archle and
S Myrna. 1977. (Oul Publlcc!hn)

.- How to Scart Your Own Cmﬂ lminm Gnnfln and Tullch. 1974.
:-.37 95 cloth. (Wluon-Guptlll) -

Selling Your Crofts. Nelson, Norbert N. 1967, $4.85 paper. (Van

"Nostrand Reinhold)

Small Business Management. Hailes, William and Hubbard, Raymond
T. 1977. $9.95 cloth. (Van Nostrand Reinhold)

Teaching Needlecraft. Cornelius, Rosemary; Doffek, Peg and Hardy,
Sue. 1979. $13.95 cloth. (Van Nostrand Roinhold)

Bukotry

Basketry of the Appalachian Mountains. Stephenson, Sue H. 1977,
$0.95 paper (Wltlon-Guptlll) .

Basketry Today. Meilach, Dona Z. 1978. $7.95 paper. (Crown)
Baskets & Beyond. Coutts. 1877. $14.50 cloth. (Watson-Guptill)

Baskets os Textile Art. Rossbach, Edward. 1973. $14.83 cloth; 39.95-
paper. (Van Nostrand Reinhold) . .

Contemporary Basketry. Robinson, Sharon. 1978. $14.95 cloth. (Davis)
Natural Basketry. Hart. 1976. $9.83 paper. (Watson-Guptill)

The Techniques of Balketry Harvey, Virginia. 1974. $6.95 paper. (Van
Nostrand Reinhold)

‘Willow Spokes and Wickerwork. Stcphonl. Cleo M. 1975. $9.85 cloth
(Stackpole) .

Batik

The ABCs of Batik. Hersk, Bernadette. $6.85 paper. (Chilton)

Batik: Material, Techniques. Design. Nea, Sara. 1971, 3495 paper (Van
Nostrand Reinhold)

Batik: New Look at an Ancient Art. Shaw, Jennifer and Robin. $3. 95
paper (Doubleday)

Batik Unlimited. Gibbs. 1974. $13.95 cloth. (Watson-Guptill)

Contemporary Botik ond Tie-Dye. Meilach, Dona Z: 1973. $6.95 paper.
(Crown)

Designing in Botik ond Tie-Dye. Belfer, Nancy. 1972, $11.95 cloth.
{Davis)

The Dyer's Art: Ikat, Plongi, ond Botik. Larsen, Solyom. Bronwen nnd
Garrett. 1876. $37.50 cloth. (Van Nostrand Reinhold)

Introducing Batik. Samuel. 1968. $8.95 cloth (Wataon~Guplﬂl)

Ceramics ’

The Art of Painting On Porceloin. Miserez-Schira, Georges. $19. 95
clqth (Chilton)

Ceramic Formulas: The Complete Compendium. Conrad, lohn W. 1973,
$10. 95 cloth. (Macmillan)

Ccmmlc Formulas: Book Two. Conrad, John W. 1980. $12.95 cloth.
(Mlcmillln)

Ceramics by Coil and Slab. Priolo, Joan nnd Anthony. $4.95 paper.

_ (Sterling)

- Clay: Hand Building. Saplro. Mlurica. 1979. $9.95 cloth. (Davis)
- )
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Sow to Minke Pottory. Sondos. 3096, 010.50 coth. (Weteon Ouptil)
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e Srs. Comsvaston and Oporetion. Rhedes, Dkl 2.8
a&cnnbuuumu—.um
—y Lep b oo Dl e L Lo
Sgreiss The B0t of Corombs. Socon, Bonsh. 100, 5148 poger.
A Potters Bush. Lanch, Sesnard. 3075, 050.09 cloth; 0700 paper.

(Fvansaifentle Aste)
o Reters Chullengs. Lessh, Busunsd. 3075, $30.00 cdoth. (Dytinn)

Mr e Complate Outde to Pottery Mahing. Dishe,
w&nnudﬂm&uu
The Fotter's Ntmen. Choomen, Bleance. 3097. $0.08
Ghwhome) po
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Shesting With Coromine. Locsamen, Hiiashoth. $0.00 cloth. (Roriing
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Sesssstive Tulo Puinting. Presee, Kay. 3072 9008 paper. (Crown)
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Stoneliing. Parry, Megen. 1877, §12.98 cloth. (Ven Nostrand heinbold)

Design

An A%t Nouwesu ADum. Torrence, Kathy. 1001. $19.9¢ cloth; $13.50
pepur. (Dutten)

00000, $1000 o v s Moot o7, Tout-vobume i

Senedistus’ Ast Dose Designe in Color. Benedictus, Rdouard. 1000,
$0.00 paper. (Dover)

The Costumer’s Nendbosk. inghem, and , Blimabeth,
1000, 63088 cloth 00.08 pepey Prootenrieg " OO

Detge 0 Pl obmsten, Mods ke aad Kaubmen, G 187
Daks Souesfor e Plbr A, Wale rme. 1978, 8128 loth

PubCalor Dusigne Prom Chinese Opere Costumes. Northeast Drame In-
otute, Pesple’s Republic of Chine. 1900. $8.00 peper. (Dover)

Now to Croste Your Own Designs: An Intreduction to Color, Form,
Composition. Meilach, Dens 2. end Mins, jay and Bill. $13.9¢ cloth.
(Deubledey) .

The Netwe end Acsihatios of Design. Pye, Devid. 1978. $12.98 cloth.
(Ve Nestrend Reinheld)

Goorge Neleon en Design. Nolson, George. 1979, $17.95 cloth. (Watson-
Oupil

Ready-To-Use Floral Designs. Sibbett, B4. 1080. $2.50 paper. (Dover)
Mum

The Berbie Doll Buuse. Spectre, Poter H. 1979, $8.98. (Van Nostrand
Reinheld) ,
The Besk of Ministures: mummu—._

mdl’.ﬂmm
Bulng Sictewpisce Ministures. Denisle, Jossph. 1980. $19.96 cloth.
(Rachgaizi

1
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popes. .

Caloniel Purnitwe for Doll Houses & Ministure Rooms. Midkiff, Pat.
$5.98 paper. (Stecling

The Bosk of Making Ministures. Newmen, Thelma and Mer
i, 1978, 98.98 paper (Crown)

Contemperery Ministure Rosm Settings. Ruthberg. Helea. 1900. $14.95
cloths $5.98 poper. (Chilion)

mmx—mmummu

Dallhouse Constouction cnd Restoration. joyner, muanum
cloti $5.98 paper. (Chilion)
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Dolthouse Dolls. MoCrecken, Josnn. 1080, $14.98 cloth; $0.95 paper.
(Chilton) .
The Dolthouse Ides Book, Plick, Pauline and Jeckson, Valerle. 1976,
$3.30 paper. (Hawthorne) '

mommm Robert. 1000. $14.05 cloth; $8.08
paper. (Chilton)

Femily Dolls’ Houses, Greene, Vivian. 1973. $32.50 cloth. (C. Branford)

Dolls' H oh Av 1078. $22.80 cloth. (C.
:mhhu;. .ounclmn. drey. (

How to Make Dolis’ Houses. Johnson, Audrey. 1077, $4.78 paper (C.
Brenford)

Make and Purnish Your Own Miniature Rooms. O’Brien, Marlane
Masve. 1970. 80.98 paper. (Hawthorne)

Make Your Own Dollhouses and Dollhouse Minlatures. O’Brien,
Marisne Maeve. 1977, $0.98 paper. (Hawthorne)

Make Your Own Dolls’ Honn. Cole, Christopher. 1970. $8.95 cloth,
{Ven Nostrand Reinhold)

Miniature Nodbpolm and Sewing Projects for Dolihouses. Falk,
Kathryn. 1877, $13.88 cloth; 87. g peper. (Hawthorne)

Miniatures/Dollhouses—Reproducing Furniture in Minlature. Pipe, Ann
Kimball. 1979. $5.98 paper. (Contemporary)

Minlature Room Settings. Ruthberg, Helen. $12.50 cloth; $7.95 paper.
(Chilton)

M.p:lm in Miniature. Kurten, Nancy. 1079. $17.50 clath.
Ready-To-Use Victorian Dolihouse Wallpaper. Hendler, Muncis. 1880.

$3.00 paper (Dover)

“Remember When" Doll House. lolluon. Phyllis. 1078. $8.08 p.por
{Van Nostrand Reinhold)

Dolls and Toys

The Art of Mcking Wooden Toys. Stevenson. Peter. $8.95 paper.
(Chilton)

The Art of Making Cloth Toys. Roth, Chariene D. $12.50 cloth; $7.95
paper. (Chilkton)

The How-To Book of Intsmational Dolls. Holz, Loretts. 1979, $12.98
paper. (Crown)

Mqho!hm.lnhmwmﬂmlmuz.a cloth; $5.95
M Original Dolls of Composition, B, and Porcelain. Roth,
c&:m.mm {Crown) v

Toys You Can Build. Maginley, C.]. 1977. $3.95 paper. (Hawthorne)

Trains and Toys and Planes and . . . : Custom Bullding Wooden Toys.
Maginley, C.J. 1980, w.um (llmthom)

Mﬂm o .

-MOMdeMAMA. 1070. $10.98 cloth.
(Van Nostrand Reinhold) -

Q

Carding, §, and Dyeing. H Elizabeth and Edberg, Ragnar.
1078. “':‘:lw (Vmpgl.on'rm:%.:lnhold) o 8. Tagnar

m From Natural Sources. Dyer, Anne. 1678. $7.28 paper. (C. Bran-

Handspinning. Leadbeater, Eliza. 1978. $18.25 cloth. (C. Branford)
Hand Wool Combing and Spinning. Teal, Peter. $9.95 cloth. (Sterling)
Vegetable Dyeing. Lesch. 1970. $11.95 cloth. (Sterling)

!mbmkiuy and Stitchery

American Crewslwork. Laadon, Mary Taylor and Swan, Susan B.
1976. $5.03 paper. (Macmillan)

An Anchor Manual of Needlework. 1975. $18.75 cloth. (C. Branford)

:l::. !(Mydop.dlu of Embroidery Stitches. Butler, Anne. 1980. $22.98

Art of Embroidery. Gostelow, Mary. 1979. $38.00. (Dutton)

Crewsl Embroidery. Feancini, Audrey. 1979. $18.95 cloth. (Van
Nostrand Reinhold)

Bmbroidery. Harding, Mary. 1978. $12.93 cloth; $8.95 paper. (Van
Nostrand Rclnholdu)u

Embroidery for the Church. Beese, Pat. 1974. $13.50 cloth. (C. Bran-
ford)

Faoces and Figures in Embroidery. Harding, Valerie. 1079. $18.95 cloth,
(C. Branford)

Mary Gostelow’s Embroidery Book. Gostelow, Mary. 1979. $15.95,
{Dutton)

One Stitch Stitchery. Appell, Madeline. $4.95 cloth. (Sterling)
Scrap Saver's Stitchery Book. Foose, Sandy. $8.95 cloth. (Doubleday)

Scribner Book ol Embtoldery Designs. Baker, Muriel. 1979. $22.50
cloth. (Scribner’

Smocking: Technique, Projects and Designs. Durand, Diane. 1979,
$2.00 paper. (Dover)

The Stitches of Creative Embroidery. Enthoven, jacqueline, 1964. $0.95
cloth; $7.95 paper. (Van Nostrand Reinhold) :

Erica Wilson's Embroidery Book. Wilson, Erica. 1873, $12.95 paper.
{Scribner's)

Furniture Making and Refinishing

Building Early American Furniture. Daniele, joseph. $13.95 cloth.
(Stackpole)

Colonial Furniture Making for Bvcrybody Shea, john G. 1064, $15.95
cloth; $8.96 paper. (Van Nostrand Reinhold)

Creating Modern Fumiture. Meilach, Dona Z. 1973. $6.95 paper.
(Crown)

_qummlmzmmmmmm

Purniture Designed by Architects. 1960. $25.00 cloth. (Watson-Guptil) .




Furniture Maker's Handbook, Family Hendyman Magasina Editors. The Techniques of xnamolll;;g. Rev. ed. Clarke, Gooffu!' Feher, Fran-
\ )

. 1977. 8$17.98 cloth. (Scribner's) cis and Ida. 1077, $0.05 ¢ (Van Nostrand Reinhol
’ Furniture Refiishing at Home. Rev. ed. Joyner, Nina Glenn. .95
paper. (Chilton) ' o Glass
Guide to Furniture Refinishing and Antiquing. Editors of McGraw-Hill. ' ' '
1000. $3.95 paper. (McGraw-Hill) Art and Stained Glass: Assembly and Design. Lips, Claude. $3.08
_ . r paper. (Doubleday) '
How to Make Colonial Furniture. Gottshall, Franklin H. 1980. $12.95 ' : '
cloth. (Macmillan) . Artistry in Stained Glass. Wood, Paul. $9.95 cloth. (Sterling)
~ Instant Purniture. Stamberg, Peter S. 1976. $12.95 cloth. (Van Creative Stained Glass. Rothenberg, Polly. 1673, $3.95 paper. (Crown) '
Nostrand Reinhold) ’ . : ) . , ‘
k Design for Stained Glass. French, Jennie, 1979. $17.95 cloth. (Van .
Mission Furniture: How to Make It. Popular Mechanics Co. 1980. Nostrand Reinhold) .
$5.00 paper. (Dover) . :

. . *Basy-To-Make Stained Glass Lampshades With FulkSizs Templates. Si>
Professional Furniture Refinishing for the Amateur. Savage, Jessie D. bett, Ed. 1900. $3.95 paper. (Dover) . ;

1980, $3.08 paper. (Arco) .

Glassblowing. Kulasiewiez. 1974. $16.95 cloth. (Watson-Guptill)
Rattan Furniture: A Home Craftsman’s Guide. Alth, Max. 1975. $12.05 ' oo
cloth. (Hawthorne) i g:l::lsbq.?ﬁ: Designing, Forming, Decorating. Kinney, Kay. $6.95 paper,;
Reproducing Antique Furniture. Gottshall, Franklin. 1971. $14.95 cloth. : S L
(Crown) . , Glassforming: Gluumaldng) for the Craftsman. Schuler, Frederic and . "

Lilli. $12.50 cloth. (Chilton
Glassworks. French, Jennle. 1974. $10.85 cloth; $7.95 paper. (Van

Woodworking & Furniture Making. brotnlng. Jayne and Masotto,
Rosemaric. 1979. $6.98 paper. (Contemporary) ; '

S ' Nostrand Reinhold) _
". Staining & Finishing Unfinished Furniture and Other Naked Woods. . ‘ e
* Grotz, George. $2.05 paper. (Doubleday) ‘ ‘ How to Work in Stained Glass. Isenberg, Anita and Seymour. $13.85
, _ ’ cloth; $8.95 paper. (Chilton) B :
. Jewslry and Enameling - Leaded Glass. Alastair. 1976. $18.50 cloth. (Watson-Guptill)
Beginning Jewelry. Warwick, James. 1970. $7.95 p.p.}, (Scribner’s) Stained Glass: Advanced Techniques & Projects. Isenberg, Anita and

Seymour. $18.00 cloth; $8.95 paper. (Chilton)

Cast Pewter Jewelry. Kain, Jay. 1975. $10.65 cloth. (Davis) Stalned Glass Crofting. Wood, Paul. 87.95 cloth. (Sterling)

Cloisonne—The Art of Clolsonne Bnainollnj and Jewelry Making. Liban, .
- ‘ Stained Glass Lamps: Construction and Design. Isenberg, Anita and

Felicia and Mitchell, Louise. 1?00. 31098 gbth. (Clhllton) ' our. $14.50 cloth; $8.95 paper. (Chiltor) g

g;:mt:::%?:d‘mgy - Power, Bob and w' Mate. 1678, ‘ Stained Glass Painting. Isenberg, Anita and Seymour; and Millard, \

. . . Richard. $14.98 cloth; $8.95 paper. (Chilton)
Logy 8 Slver Jowelcy With Boads. Setz, Marlanne. $4.95 cloh. (Sterl o, s With Stained Giass. Wood, Paul. $4.95 cloth. (Sterlng)

"Creative Gold and Silversmithing. Choate. Sharr. 1970. $8.95 paper. : '
(Crown) Graphic Arts .

Creative Jowelry Making:’ Techniques for Cmﬂimqn. Hemard, Larry. The Com ) :
. o plets Book of phy. Butterworth, Emma Macalik. 1880.
$3.85 paper. (Doubl'odny) N $12.95 cloth. (Harper m) o
Deslgning Jewelry. Warwick. james. 1080. $9.95 paper. (Scribner's) G e Aty Pundamenials. Walker, John. 1860, $12.40 cloth,
. Jewelry as an Art Form. Brynner. Irena. 1979. $12.85 cloth. (Van ( ) '

: Nclmrqnd‘ltelpyl!:plt_i‘)__ o K Graphic Design Monual. Hofmann, Armin. 1978, $6.95 paper. (Van
Jewelry—Basic Techniques and Design. Sprlntzén. Alice. 1980. $15.85 Nostrand Reinhold) : .
cloth: $0.05 paper. (Chiltor) Graphic dea Notebook. Whits. 1980. $14.80 cloh, (WatsonGuptl
Jewelry Making by the Lost Wax Process. Rev. ed. Pack, Greta. 1875. Leaming Calligraphy: A Book b

" Calligraphy: of Lettering, Design and History.
$8.95 cloth; $4.95 paper. (Van Noatrand Reinhold) Shepherd, Margaret. 1678. $7.95 paper. (Macmillan)

) .g:;t:lu{)cwar‘y Todmlguu. Du_moq. 1976.-$18.95 cloth. (Watson- Letts ing. Cataldo, ldhn. 1074, $10.95 cloth, (Davis)

» , . : — Manual of Graphic Techniques. Porter, Tom and Greenstreet, Robert, .

3 xuamﬂ:? n’l?;I {;)welryMchlght. Tim. 1879. $15.95 cloth. (Van 1980, $0.95 paper. (Scribner's) X | R

"+ Pointing With Cold Enamel. Fromonteau, Albert |, $3.95 cloth. Sterk. Pen Calligraphy. Cataldo, Joho. 1978. $14.95 cloth. (Davis) |
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Phovu‘a Art Processes. Kocld»l-lomll Nancy. 1880, $14.95 cloth.
(Davis)

Phoio-Offeet Lithography. Prust, Zeke. 1977. $8.96 cloth. (Goodheart)

Studio Tips for Artists & Graphic Designers. Gray, Bill. 1676, $5.95
paper. (Van Nostrand Reinhold) .
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Leather

‘gll: ult\orl. of Worldng With Leather. Bdwndl. Stevén M. $5.95 paper.
(

Loathcr as Art and Craft. Newman, Thelma. 1973. $7.95 p.por.
(Crown)

Latigo Leather. Gcnfnn lnd ‘l‘mch 1976, 87 0s plpor. (Watson-
Guptil)

Loathcrcrnfl Zimmerman, Fred. 1978, $4.40 cloth, (Gpodhurt)
‘Leatherwork, Head. Hamilton, lan. $11.95 cloth. (Sterling)

Do Your Own Thlng With Macrame. Lnﬂngo. 1973. 813 95 cloth.
(Wluon-Guptlll) _ ,

_Far Beyond the Frlnge. Andu. Eugone. 1973, $8.95 plpcr (Vln
Nourlnd Rolnhold)

Fiber Expressions: Knolﬂng and uooplng. Rllnoy. Sarlu. 1979, $14.95
cloth. (Davis) ‘

Macmmc. The Art of Crootlvc Knotting. levey. Vlrginu. 1907. $10.83
elotll. $8.95 paper. (Van Nomnnd Reinhold)

Mccmmc—'l’ho Craft of Knomng. Shor'c. llcquellne. $5.05 cloth. (Sterl-
ing)

'Macrame: Creative Dmgn in Knotting. Molllch. Dou Z. 1971, $4.98
paper. (Crown)

'Macrame (Cmuve Knotungl th lmeldl Manllo 4. 05 cloth. -
(Sterling) P

'Macrame Gnomu and Puppm Melhch Donl z. 1080, $7.95 paper.
(Crown)

Magniﬂcant Macrame. Salvit, Mnrlo-lunlno. 310.95 cloth.. (Storllng)

Pracucal Macrame. Andes, Bugeno. 1971 $8. 95 paper. (Van Nostrand
Rclnhold) :

mmnmo'ni Handcrafts

An From Many Handt Schumn. lo Mllu 1981. szz 85 cloth.
(PrepticoHall) -

An ofColhse. Brommor. Gonld 1970. 814.98 cloth. (Davis)
Boautlful Cmm Bool:. Béttors of Shrllnc. 814.98 cloth. (Sterling)

Cah Docnmunl fo‘r’ Any Occwon. Bnrbldao. Clh Bdldhur $6.85
‘tpupor (Chilton ”

Collecting American Craft Antiques. Ketchum, William C., Jr. 1980.
$12.95 cloth: $7.95 paper. (Dutton)

Crofts, lllustrated Designs and Techniques. Kicklighter, Clois, and

. Baird, Ronald. 1980. $15.00 cloth. (Goodheart)

Creating an Interior. Levenson, Helene. 1980. $22.95 cloth, 812.98
paper. (Prentice-Hall)

Creative Crafts. Jeffs, Angela. $28.85 cloth. (Sterling)

Dough Creations: Food to Folk Art. Gardner. Pat and Gleason, Kay.
$12.50 cloth; $8.95 paper. (Chilton)

Easy-To-Make Candles. Buy, Gary Y. 1060. $2.00 paper. (Dover)
Fabric Colloge. Ballarian, Anna. 1976, $10.95 cloth. (Davis)
Giant Book of Crofts. Editors of Sterling. $20.00 cloth. (Sterling)

How to Clothbind a Paperback Book. Kafka, Francis J. 1980. $1.50
paper. (Dover)

Knifecraft. Latham, Sid. 1978. $16.95 cloth. (Stackpole)

Modern Welding. Althouse, Andrew; Turnquist, Carl and Bowditch,
William. 1980. $14.64 cloth. (Goodhom)

Outdoor Gear You Can Make Youml! Lamoruux. Bob and Marcla.
$4.95 paper. (Stackpole) -

Plastics. Cope, leght. 1976. $4.40 cloth. (Goodheart)

Plastics as an Art Form. Rev. ed. Newman, Thelma R. $6.95 paper.
(Chilton)

Reupholstering at Home. Nesovitch, Peter. 1979. $7.95 paper. (Crown)
Scrimshaw. Linsley, Leslie. 1976. $6.93 paper. (Hawthorne)

String Art: Step-By-Step. Sharpton, Robert E. $12.50 cloth; $6.95
paper. (Chilton)

Wire Art. Hann, Scott and Smith, Davis. $8.85 paper. (Chilton)

| Nature Crafts

Beautiful Nature Craft Book. Editars of Sterling. $18.95 cloth. (Sterling)

Crafting With Nature's Materials. Alkema, Chester jay. $4.95 cloth.
(Sterling)

Designing With Natural Materials. Miles, Bebe. 1975. $10.95 cloth.

.. .(Van Nostrand Reinhold)

Dallgn in Nature. Varney, Vivian, 1970. $12.95 cloth. (Davis)
Flower Pressing. Bauzen, Peter and Susanne. $4.95 cioth. (Sterling)
Nanm Crafts. Epple, Anne Orth $4.95 plpor. (Chilton)

Shellcraft. Stephens, Cleo M. $6.65 paper. (Chilton)

Wildcrafts. Linsley, Leslie. $9.95 cloth. (Doubleday)

Needlecrafts

The Bcllc Book of Machine Knlmng. Holbourne, David. 1979, $12.95
cloth. (Vun Nostrand Reinhold) .
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‘ ’Bno'libln Lacemaking for Beginners. Dawson, Amy. $5.08 cloth. (Sterl.

Book of xnmmg & Crochet. Scln'chonmyr. Bd. 1673, $11.25 cloth. (C.

, : .“Cmun. From Remnants. Bdtler. Bthol ]ano. $4.08 cloth. (Sterling)

Creative Crochot. Edson and Summol 1973. 313.95 cloth (Watson-
Guptill) .

- . Creative Machine Knitting. Mondelun. Linda and Dlttrick. Mark.
1079. $17.80 cloth. (Hawthorne)

Crocheting Afgans. Weiss, Rita. 1979. $1.50 plpor. (Dover)
' Design c.-ochae. Dittrick, Mark. mz m.os cloth. (Hawthorne)
. Designing in Stitching ond Applique Belfer. Nancy. 1972. $12.95 cloth.

© (Davig)

Exotic Needlework. Meﬂach Dona Z, and Menqh Dee. 1978, $9.95
paper. (Crown)

Hard Crochet. Dittrick, Mark: 1878, 312.95 cloth. (Hawthorne)

Knit ond Crochet Your Own Duigns. Pnl:lnson. Funcucu 1979,
$14.95 cloth. (Arco) .

The Nndlm]l Menual. Lopo, Ava. 37.95 plpll'. (Slerling)

One Plece’ Knlu That Fit, Hubert, ergant. 1979, $15.95 cloth. (Van
Nostrand Relnhold)

Plnenpple Crochat Do-ignl Wdu. 'Riu. 1980. $1.75 paper. (Dover)

Treasure of Knlmng Patterns. w.lkor. Bnrbm 1908 $10.00 cloth.
(Scibner's) -

Weekend Knitting Pmiocu Hubert, Mamm and Gusick, Dorothy
Dnn 1979. $14.95 cloth. (Van Noltrlnd Relnbold)

Needlepoint

Carolyn Ambuter’s Complete Book of Noedlepolnt Amlmter. Carolyn.
1972, $8. 85 plpor. (Harper and Row) :

Bargelio. Williams, Elsa s. 1974. $8.93 cloth. $3.08 paper. (Van
Numnd Relnhold) _

Fost and Easy Neodlepolm Hodslon. Mary Ann and Paine, Josephine
Ruth, l.'a 95 paper (Doublodly)

Handbook of Noodlopolm Stitches. Wultm. Mary. 1971. $4.95 paper.
(Van Nom‘nd Relnhold) :

- Left-Handed Needlopolnt. Hurlburt. Roginl 1072. $4.95 paper. (Van
" Nostrand. Relnhold)

Noodlapolnt Rcv. od. Hlnloy. Hopa 1975 317 83 cloth. (Scribner's)

- The Nndlopolnl Book. Chmtqnun. Jo lppolito. 1976 $16.95 cloth;
$8.98 plper. (Pnnuco-Hdl) A

o Naodlopolnt Ior Everyone Pickon. Mury Brooks and White, Doris.
i 1070 313 95’ cloth (lepor nnd Row)

Nood!apolnt Mcdo Bmy. Picken. ery Brooh and Whlte. Doris. 1055.
$1. 95 papor (le and' Row) , .

. Art of Cutwork & Applique. 1978. $10.50 cloth. (C. Branford)

‘Crib Quilts. Woodard, Thomas K. and Greenstein, Blanche. 1981

*__Winter. 1900. "39 95 cloth; $6.95 paper. (Arco)
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Neediepoint: The Third Dimension. Christensen, Jo Ippolito. 1979,
$10.95 cloth. $8.95 paper. (Prentice-Hall)

A New Look at Needlepoint. Rome, Carol. 1972, $8.95 paper. (Crotvn)
s«)u- of David Needlepoint Book. Borssuck, B. 1878. $10.85 paper. (Ar
€o|

Teach Yourself Needlepoint. Christensen, Jo Ippalito. 1978. $18.85 ..

.” cloth; $8.95 paper. (Prentice-Hall)

:’rﬂ;ol Designs for Needlepoint. Rogers, Gay Ann. $5.85 paper. (Double-
ay

Favorite Pets in Chorted Designs. Johansson, Barbara 1080. $1.75
papor. (Dover)

Printing and Silk Screening

The Art of Print Making. Rhein, Erich, 1976, $13.95 cloth. (Van
Nostrand Reinhold)

Block Printing on Textiles. Erickson. 1979. $19.95 paper. (Watson- .
Guptill)

Collograph Printmaking. Stoltenberg, Donald. 1975. $11.85 cloth.
(Davis)

The Complete New Techniques in Printmaking. Ross, John and
Romano, Clare. 1974, $7.95 paper (Macmlllan)

The Complste Printmoker. Rou. John and Romano, Clare. 1972. 325.00
cloth. (Mlcmillnn)

Design and Print Your Own Poster. Biegeleisen. 1975. $13.95 cloth.
(Watson-Guptill)

Printmaking. Peterdi, Gabor. 1980. $24.85 cloth. (Macmillan)
Screen Printing. Biegeleisen. 1971. $15.85 cloth. (Watson-Guptill)

Silk Screen os o Fine Art. Chloffo 1979. $8.85 paper. (Van Nostrand
Reinhold)

' Sukamenlng. Termini, Maria. 1978. $14.95 cloth; $6.85 paper.

(Prentice-Hall)

Quilting and Applique

Applique and Reverse Applique. Christensen, Jo Ippolito. $4.95 cloth.
(Sterling) ;

Big Book of Applique. Avery, Virginia, 1978, $17.50 cloth. (Scribner's) *;
Clossic American Patchwork Quilt Patterns. Malone, Maggle. $6.95
paper. (Sterling)

$22.95 cloth; $12.95 paper. (Dutton)

Early American Patchwork Patterns. Grafton, Carol Belanger, 1930,
$3.00 paper. (Dover)
Hlustrated Guide to Traditional American Quilt Patterns. Milis, Susan

lnnovauvo Machine Quilting. Risinger, Hettie. 312 95 cloth. {Sterling)
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Old Patchwork Quilts. Finley, Ruth. 1979, $8.95 paper. (C. Branford)

Once Upon a Quilt. Mahler, Celine. 1973, 311.95 cloth; $6.05 paper.
(Van Nostrand Reinhold) .

Patchwork. 1979, $9.95 paper (C. Branford) -
Patchwork for Beginners. Green. 1972. $19.95 cloth. (Watson-Guptill)

Patterns for Patchwork Quilts & Cushions. Ives, Susy, 1977, $5.03
paper. (C. Bronfold)

' The Quilter's Coloring Book. Echols, Marglt. 1679. $7.95 paper.
(Harper and Row) .

A Quilter's Companion. Hinson, Dolores. 1979. 37.95 popor. (Arco)
Quilting Manual. Hinson, Dolom A. 1880, $3.00 paper. (Dover)

Quilting, Patchwork, Applique and Tropunto. Nomnon. Thelma. 1874,

$7.95 paper. (Crown)

Quilts and Coverlets. Laury, loon Ray. 1970. 35.05 cloth. (Von
Nostrand Reirthold)

The 7-Doy Quilt. Rogers, ]ouphlno 1979. 317.95 cloth (Vou Nootnnd
Reinhold)

Ruﬁmoking

Flat-Woven Rugs oI tho World ]uslln. Volerlo. 1880, $35.00 cloth. (Van
Nostrand Reinhold)

" The Hook Book. Beatty, Alice and Sorgonl. ery 1977. $12.95 cloth.
(Stackpole)

The Rug Book. Qulrke. Lillian Mary. 1980. $17.85 cloth $8.93 paper.
(Prentice-Hall)

Rug Making. Allard, Mary. $11.25 cloth. (Chilton)

Sculpture

(%ontomporory Art With Wood. Meilach, Dona Z. 1968, 36 95 paper.
rown)

Ceramic Sculpture. Kenny, john B. 313.25 cloth- 37.95 paper. (Chilton)

Lost Wax Bronze Casting. Jackson, Harry. 1879. 316 85 cloth. (Vln
Nostrand Reinhold)

gomlll's of Wood Sculpture. Roukes. 1980. $18.50 cloth. (Wotlon-
uptill)

Plastics as Sculpture. Newman, Thelma R. $11.95 cloth. (Chilton) -
Sculpture in Plastics. Roukes. 1978. $22.50 cloth. (Wotoon-cuptill)

Super Sculpture. Chichura, Diane B. and Stevens, Thelma K. 1974.
$12.95 cloth. (Van Nostrand: Rolnhold)

Wire Sculptum Bmmmor. Gorlld 1068. $9.75 cloth. (Davis)

i ch Ponommoldng—An lndivlduol Approach Littman, Colullo. 1077,
;! ;{so.oo paper. (Dolmlrl

B Cloth Hdn. Boy 'N Bouogo. Frlcor Dorothy 30.95 popor. (Chmon)

........

" How to Make Pants ond Jeans Thot Really Fit. Corrigan, Barbara,

'How to Make Your Own Woddlng Gown. Bln. Claudia. $8.85 paper,

_Pattern Moldng Dulgn—Sloovod & Tallored Garments. Littman, Con- i

 Nostrand Reinhold)

" Manual of Swedish Handweaving. Cyrus-Zetterstroem, Ulla. 1877.

' Professional Handweaving on the Fly-Shuttle Loom. Brostof, Laya.
.33

Curtain Maker's Handbook. Morehead, F.A. 1879. $7.95 paper. (Dut- ‘
ton)

&lcuo)nory of Sewing Tormlnology. Carbonne, Linda. 1877. $6.95 cloth.'
Footwear, Katz, Ruth. 1978, $14.93 cloth; $8.85 paper. (Van Noolrond
Reinhold)

The Hat Book Geldman, Annono 1876. $11.95 cloth; $7.85 paper. ‘
(Van Nosmnd Rolnhold)

The Home Dooomlns Sewing Book. Musheno, Elizabeth, J. 1978. 37.95
paper. (Moomlllon)

How to Design Your Own Clothes and Make Your Own Patterns. Ein, ' o
Claudia. $12.00 cloth. (Doubleday) i

How to Make Men’ l Clothes. Rlnohord Jane and Shewbart, B. J. $10. oo
cloth. (Doubleday)
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$6.95 cloth. (Doubleday)

(Doublodoy) )
Pattern Making Dulgn-sum & Pants. Littman, Connie. 1877. $4.40 E
paper. (Delmar)

nie. 1977, $4.40 paper. (Dolmor)

Sew for Snow. Schulz, Ronoo C. 1980. $6.85 paper. (Stackpole)

Sewing Hints for Men. Abrams, Jey A. and Albert, Sondra R 1980, ‘
$9.95 cloth. (Van Nostrand Reinhold) Lz

The Sewing Machine Craft Book. Hall, Cumlyn 1980. $16.95 cloth. ‘
(Van Nootnnd Rolnhold)

Sewing Mochlno Embloldory and Stitchery. Nowman. Thelma, Lee ond ;
Jay. 1980. $9.93 paper. (Crown)
Sewing Short Cuts from A to Z. Musheno, Elizabeth |. 1878. $13.95
cloth. (Van Nostrand Reinhold) :

Woovln;

The Art of Weaving. Regensteiner, Else. 1978 $15.95 cloth; $8.95
popor {Van Nostrand Reinhold) - _

Bookmop Weoving Taber and Anderson. 1975. $13.95 cloth. (Watson-

Guptill)
Caring for Toxtllos. Beecroft. 1876. $12.95 cloth, (Watson-Guptill)

Elements of Woovlng Thorpe, Azalea Stuart and Larsen, Jack Lenor. ’

$10. 95 cloth. (Doubleday)

Flnhhlng Touches for the Hondwoovor West, Virginia. 1879. $8.85
paper. (C Branford)

Frame l.oom Weaving. Redman, ]ono 1976. $14.50 cloth. (Van
Key to Woovlng Black, Mary. 1980. $16.95 cloth. (Macmillan)

$15.73 cloth. (C. Bnnford)

1978, $17.30 cloth. (Van Nostrand Reinhold)

o
VA
A

!

4

M
Jay

e, R




Technlquo of Woven Tapestry. Beutlich. 1987, $14.95 cloth. (Watson-
Guptill)

The Weaver's Book. Tidball, Harriet. 1978, $3.95 paper. (Macmillan)

Weaving: Design & Expression. Belfer, Nancy. 1978. $13.85 cloth.
{Davis)

Weaving Off Loom. Melilach, Dona Z. 1978, $8.85 paper. (Contem-
porary) =

Weaving Without a Loom. Rainey, Sarita, 1868, $11.95 cloth. (Davis)

Woodworking and Woodcarving

Building Coloniol . Furnllhlngs. Miniatures ond Folk Art. Daniele,
Joseph. $15.85 cloth (Stackpole)

Building Your First Wooden Boot. Barnes, George W. 1970, $9.95 cloth.
(Van Nostrand Relnhold)

Building the Timber meo House. Beﬁson. Tedd. 1980. $17.95 cloth.
{Scribner’s)

Cabinet Moking for Beginners. Hayward, Chlrln H. $5.95 cloth. (Sterl-
ing) . _

Carving Foces ond Figures ln Wood. 'l‘angermun. E.]. $5.88 paper.
(Sterling)

Corving Wooden Animols. Tangerman, E.). $5.85 paper. (Sterling)
Clossic Guitor Construction. Sloane, Irving. 1966. $10.95 cloth. (Dutton)
pl .

The Fine Art of Cobinetmaking. Krenov, James. 1977, $16.95 cloth.
.{(Van Nostrand Reinhold)

500 Do-1t-Yourself Wood Moulding Projects. 1680. $7.85 cloth; $4.85
paper. (Arco)

Guide to Carpentry. Editors of McGraw-Hill. 1980. $3.95 paper.
(McGraw-Hlll)

How to Corve Folk Figures ond a Cigor«Storo Indian. Enlow, Harold L.
1879. $2.00 paper. (Dover)

Making Musical Instruments. Sloine. Irving. 1978. $17.95 cloth. (Dut-
ton)

Modern Woodworking. Wagner, Willis. 1978, $13.28 cloth. (Goodheart)

Old Houses: A Rebuilder’s Monuol. Nash, George 1980. $10.95 cloth;
$12.95 paper. (Prentioo-HllI)

.Pymgraphy. Havez; Bernard and Varlet, lun—Cllude 1978. 39.95
cloth. (Van Nostrand Reinhold)

’

Steelstring Guitar Construction. Sloane, Irving. 1975. $11.85 cloth. (Dut-
ton)

Scop-By-Scep Guide to Woodworking. DaCmtoforo 1877. $6.95 paper.
{Prentice-Hall) .

Woodcarving. Sack. 1873, 34 50 paper. (Van Nostrand Reinhold)

- Woodcraft: Bosic Conoepu ond Skills. Newman, Thelma R. $8.95
paper. (Chilton) .

" 'Wood Tumlng. Hogbln. Stephen. 1980 $14.95 cloth. (Vun Nostrand

Relnhold)

P_eriodicals

" American Craft. Bimonthly. Amoricm Craft Council, P. O. Box 581,

Martinsville, Nj 08836,
Ceramics Monthly. Monthly. P. O. Box 12448, Columbus, OH 43212.

The Crafts Report. Monthly. 700 Orange Street, Wilmington, DE
196801.

Fiberarts. Bimonthly. 80 College Street, Asheville, NC 28801.

Fineworking Magnzlno. Bimonthly. 82 Churchill Rd.. Box 388,
Newtown, CT 08470 ,

Glass Workshop, Quarterly. Stained Glass Club, P. O. Box 244, Nor-
wood, NJ 07648.

Goodfellow Review Of Crafts. P. O. Box 4520, Berkeley, CA 94704

Handwoven, Semi-annually. Interweave Press, 308 N. Washington,
Loveland, CO 80837.

Interweave. Qulmrly. 308 N. Washington, Loveland, CO 80537,

Nutshell News. Monthly. Clifton House, Clifton, VA 22024,

Quality Crafts Market. 10 times yearly. 15 West 44th Street, New York
NY 10036.

Quilter’s Newsletter. Monthly. Leman Publications, Inc., Box 394,
Wheatridge, CO 80033,

The Rug Hooker Nom & Views. Bimonthly. Kennebunkport. MT
04048,

Shuttle, Spindle & Dyepot. Qlurterly Handweaver's Guild of A1 tOl‘lCl.
65 LaSalle Rd., P. O. Box 7-374, West Hartford, CT 08107.

Spintff. Annually. Interweave Press, 306 N. Washington, Lovellnd
CO 80537.

Publishers

Arco Publishing, Inc., 219 Park Avenue South, New York, N* 0003,
Free catalog of books.

Benk of America, Dopt #3120, P. O. Box 37000, San Francisco, CA
94137. Free catalog of marketing publications that are a part of their -
Small Bullnm Reporter series. .

R. R. Bowker Publishing Co., 1180 Avenue of the Americas, New
York, NY 10038,

Charles T. Branford Co., 10 Calvin Road, Box 16, Watertown, MA
02172. Catalog, 25 cents.

Chilton Book Company, Chilton Way, Radnor, PA 19089, Free canlog
of craft and hobby books.

m-m Books, Inc., 180 N. Mlchigan Avenue, Chicaso. IL
60801. Free catalog. _

Barrington Prese, Inc., Book Division, 200 E. james Street, Barr-
lngton. 1L 60010. Free brochures and catalog of crafUneedlework

_ Crown Publishers, Inc., One Park Avenue, New York, NY 10016, .




Davis Publications, Ine., 30 Portland St., Worchester, MA 01608. Macmlllan, Inc., 868 Third Avenue, New York, NY 10022. ' ‘
Free catalog. .

‘ Ovei Publications, P. O. Box 141, Fern Park, FL 32730,
Delmar Publishers, Inc.. Mountainview Avenus, 50 Wolf Road.

- Albany, N'lbolo‘.'k‘.;os. Free catalog of vocational, technical and industriul Prentice-Hall, Englewood Cliffs, N] 07632, Free catalog.
education .
Charles Scribaer’s Sons, 507 Fifth Avenue, New York, NY 10017,
Doubleday Company, Inc., 245 Park Avenue, New York, NY 10017, Free catalog.

Dover Publications, Inc., 180 Varick Strest, New York, NY 10014, Stackpole Books, Cameron and Keller Streets, Harrisburg, PA 17108,
Fres hobbles and crafts catalog # 50044.8; free catalog of needlecraft o
books #501172.8, Ste Co., Inc.. 2 Park Avenue, New York, NY 10016,

riing Publishing .
_ Free catalogs and brochures, many in specialty areas of interest. - .
E. P. Dutton, Division of Elsevier-Dutton, 2 Park Avenue, New York, : o

NY 10016, : Transatiantic Arts, Inc., North Village Green, Levittown, L. I., NY
' ' 11756. Free catalog. ,
Goodheart-Willcox Company, 123 West Taft Drive, South Holland, IL - - , e
80473, Free catalog of useful books. :u N?dtroud Reinhold Co., 135 W. 50 Street, New York, NY 10020 o
. ree catalog. : B
Harcourl, Brace, Jovanovitch, Inc.. 757 Third Avenue, New York, ¥
NY 10017, : . o

Watson-Guptill Publications, Division of Bilboard Publications, Inc.,

1515 Broadway, New York, NY 10036. Free catalog.
Harper and Row Publishers, Inc., 10 E. 33rd Street, New York, NY

10022. Free baok catalog. Writer’s Digest, 8933 Alliance Road, Cincinnati, OH 45242, Free

McGraw-Hill Book Company, 1221 Avenue of the Americas, Now
York NY 10020, '

catalog.

35 48




Goal 3.0 To understand the difference between
different business structures

Competencies:

3.1 Determine the structure which best fits the need of
the individual:

Sole Proprietorship
Partnerships

Limi ted Partnership
Corporation

3.2 Dlttér'entlgte among various types of franchises

.
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Selecting the Legal Structure for Your Firm

Summary

There are many reasons today for owner-managers of
small businesses to look at the legal structure of thelr
firms. The changing tax laws and fluctuating
availability of capital are just two situations which re-
quire alert managers to review what legal structures
best meets thelr needs '

Each form of buetness organization has lte advantages
- and dludvantages. This Aid seeks to briefly identify
them for the owner-manager who wants to know
“what questions to ask’ when eeeldns the proper pro-

- fessional advice.

If you were to niake an analogy between starting a

business and playing a card game, you might say, ““The

- game is just for fun, but business is business.” Well, you
would be right. But let's consider some important

similarities .

The game requires skill, strategy, planning, and, ‘most
important, a thorough knowledge of the rules. Going in--
to business requires skill (the knowledge of your craft or
trade), and it also requires strategy . and planning Most
important, to be sucessful in business. you must under-
stand the rules (or .the laws) by which you must conduct
your business. All planning and strategy must consider
the multitude of local, state, and federal laws and
business practices that govern the operation of the
business. '

Before you enter the complex arena of business and the
myraid of laws which influence your freedom of choice
and mobility of action, you must first choose the legal
structure for your business that will best suit ‘your needs
and the needs of your particular business. In order to
intelligently select the legal structure for your business,
you must ask yourself, “What are my alternatives? So,
let's now look at the nature of various legal business
structures . , .

There are three principal kinds of business structures

the proprietorship, the partnership. and the corporation.
Each has certain generel -advantages and disadvantages.
but they must all be weighted to reflect your specific cir-
cumstances, goals, and needs. The sole proprietorship is
,the first firm we'll consider _ ’

" The Sole Proprietorship

- . The sole proprietorshlp is usually deﬂned as a business

- which is owned -and operated by one person. To

~ establish a sole proprietorship. you: ‘need only obtain
whatever licenses you_need and begin operations
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Hence, it is the most widespread form of small business :

organization.

Advantages of the Sole Proprietorship

Ease of formation. There is less formality and fewer
legal restrictions associated with establishing a sole pro-
prietorship. It needs little or no governmental approval
and is usually less expensive than a partnership or cor-

poration.

Sole ownership of profits. The proprietor is not ;-
quired to share profits with anyone.

Control and decision melting vested in one ownei.
There are no co-owners or partners to consult. (Except ..:
possibly your spouse.) '

Flexibility. Management is able to respond quickly to
business.needs in the form of day to day management

d
-decisions as governed by various laws and good sense. -"'*'

Relative t‘reedom from government control and speclal

. taxation.

LEeio it
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Dlsadventages of the Sole Proprietor

Unlimited liability. The individual proprietor is respon- :.
sible for the full amount of business debts which may 13,5
exceed the proprietor’s total investment. This liability ’
extends to all the proprietor's assets, such as house and
car. Additional problems of liability, such as physical
loss or personal injury, may be lessened by obtaining ”
proper insurance coverage.

Unstable business life. The enterprise may be crippled -
or terminated upon illness or death of the owner.

Less available capital, ordinarily, than in other types -
of business organizations. A

Relative difficulty in obtaining long-term financing.

Relatively limited viewpoint and experience. This is
more often the case with one owner than with several.

NOTE: A small business owner might very well select ’
the sole proprietorship to begin with. Later, if the owner
succeeds and feels the need, he or she can form a part- -
nership or corporation. o




‘The Partnership

The Uniform Partnership Act, adopted by many states,
defines & partnership as "'an association of two or more
persons to carry on as co-owners of a business for pro-
fit.”” Though not specifically required by the Act, writ-
ten Articles of Partnership are customarily executed.
These articles outline the contribution by the partners
into the business (whether financial, material or
managerial) and generally delineate the roles of the part-
ners in the business relationship. The following are ex-
ample articies typically contained in a partnership
agreement:. -

Name, Purpose, Domicile

Duration of Agreement

Character of Partners (general or limited, active or
silent)

Contributions by Partners (at inception, at later date)
Business Expenses (how handled)

Authority (individual partner authority in conduct of
businesg) .

Separate Debts

Books, Records, and Method of Accounting
Division of Profits and Losses

Draws or Salaries |

Rights of Continuing Partner

Death of a Partner (dissolution and winding up)
Employee Management

" Release of De_l_.)ts

Sale of Partnership Interest

Arbitration

Additions, Alterations, or Modifications of Partnership
- Agreement ' '

Settlements of Disputes

~ Required and Prohibited Acts

~ Absence and ]jisgbﬂity N

Some of the characteristics that distinguish a partner- \
ship from other forms of business organization are the
limited life of a partnership, unlimited liability of at

least one partner, co-ownership of the assets, mutual
agency, share of management, and share in partnership
profits.

Kinds of Partners

Ostensible Partner. Active and known as a partner.
Active Partner. May or may not be ostensible as well.

Secret Partner. Active but not known or held out as a
partner.

Dormant Partner. Inactive and not known or held outas
a partner.’ :

Silent Partner. Inactive (but may be known to be a part-
ner). - ‘

Nominal Partner (Partner by Estoppel). Not a true
partner in any sense, not being a party to the partner-
ship agreement. However, a nominal partner holds him '
or herself out as a partner, or permits others to make
such representation by the use of his/her name or other-".
wise. Therefore, a nominal partner is liable as if he or
she were a partner to third persons who have given - *.
credit to the actual or supposed truth of such represen-
tation.

Subpartner. One who, not being a member of the part-
nership, contracts with one of the partners in reference

- to participation in the interest of such partner in the

firm's business and profits.

Limited or Special Partner. Assuming compliance with
the statutory formalities. the limited partner risks only
his or her agreed investment in the business. As long as'
he or she does not participate in the management and
control of the enterprise or in the conduct of its
business, the limited partner is generally not subject to
the same liabilities as a general partner.

Advantages of the Partnership

Ease of formation. Legal informalities and expenses are :
few compared with the requirements for creation ofa
corporation. - O

Direct rewards. Partners are motivated to apply their
best abilities by direct sharing of the profits.

51



.~ Growth and performance facilitated. In a partnership,
©, " it is often possible to obtain more capital and a better
7 range of skills than in a sole proprietorship.

‘Flexibility. A partnershlp may be relatlvely more flex-

" able in the decision making process than in a corpora-

.. tion. But, it may be less so than in a sole proprietorship.

’ '.Ralatlve freedom from government control and speclal
. taxation. .

Disadvantages of a Partnershlp

Unllmltad liability of at least one partner. lnsurance
considerations such as those mentioned in the pro-
prietorship section apply here also. \
.7 Unstable life. Elimination of any partner constitutes

- automatic dissolution of partnership However, opera-
" tion of the business can continue based on the right of
. survivorship and possible creation of a new partnership
g Partnership insurance might be considered.

" Relative dlfficulty ln obtalning larga sums of capltal
This is particularly true of long term financing when
‘compared to a corporation. However, by using in-,

. dividual partners’ assets, opportunities are probably
greater than in a proprietorship.

i‘- l-'irm bound by the acts of just one partner ae agont.

Difficulty of disposlng of partnershlp interest. The
buying out of a partner may be difficult unless
specifically arranged for in the written agreement.

" The Corporation

The corporation is by far the most complex of the three
" business structures. Forthe purpose of this Aid. we shall
discuss only the general characterlstlcs of the corpora-
’ tlon not lts mtrlcacles ' :

As defined by Chief Justice Marshall's famous decision =

in 1819, a corporation “is an artificial. belng. invisible,
-intangible, and existing only in contemplation of the

. law.” In other words, a corporation is a'distinct legal -
_ -entity, dlstinct from the individuals who ownit. ~

.' Formatlon of the’ Corporation

A corporation usually is. formed by the authority of a

o _state government Corporations which dc. buslness in

'more than one state must comply with the Federal laws '.

regarding iaterstate commerce and with the state laws,

- which may vary considerably.

The procedure ordinarily required to form a corporation
is that. first, subscriptions for capital stock must be
taken and a tentative organization created. Then.
approval must be obtained from the Secretary of State in
the state in which the corporation is to be formed. This
approval is in the form of a charter for the corporation.
stating the powers and limitations of the particular
enterprise

Advantagea of the Corporation

Limitations of the stockholder’s liability to a fixed
amount of investment. However, do not confuse cor-
porate liability with appropriate liability insurance con-
siderations .

Ownership is readily transferable.

Separate legal existence.

Stablllty and relative permanence of existence. For ex-
ample, in the case of illness, death, or other cause for
loss of a principal (officer or owner), the corporation

continues to exist and do business.

Relative ease of securing capital in large amounts and

 from many investors. Capital may be acquired through
. the issuance of various stocks and long term bonds.

There'is relative ease in securing long term financing
from lending institutions by taking advantage of cor-
porate assets and often personal assets of stockholders
and principals of guarantors. (Personal guarantees are
very often required by lenders.)

Delegat_etl authority. Centralized control is secured
when owners delegate authority to hired managers,
although they are often one and the same.

'l'he ablllty of the corporatlon to draw on the expertise .
and_slril_ls of more than one individual.

a Dleadyantag_es_ of the Corporation

" - Activities limited by the charter and by various laws.

l-lowever. some states do allow very broad charters.

 Manipulation. Minority stockholders are sometimes ex- ,
. ploited. L

Extensive government regulations and required local,
state, and federal reports.




Less incentive if manager does not share in profits.
Expense of forming a cdrpoutlon. '

" Double tax - income tax on corporate het income (pro-
~ fit) and on individual salary and dividends.*

: *You lhodld be aware, also; of :h&:ﬁommm'y. of selecting subchapter

- S status {IRC 1371-1379). The purpose of subchapter S is to perniit a
“small business corporation" to'have its.income taxed to the

: shareholders as if the corporation were’s partnership. One objective is -

to-overcome the double tax.featisre.of our system of taxing corporate
, income and stockholder dividends. Another purpose is to permit the
- shareholders to have the benefit of offsetting business losses.incurred
* by the corporation against the iricome of the sharsholders.
Among the conditions for the making and maintenance of subchapter
S election are that the corporation have ten or foewer shareholders, all
of whom are individualsior ‘estates, that there be no nonresident alien
shareholders. that thers be only one class of outstanding stock, that all
-shareholders consent to the election, and that a specific portion of the
corporation’s receipts be derived from active business rather than
enumerated passive invéstments. No limit is placed on the size of the
corporation’s income and assets. B

In summary, review the foliowing eight questions:
.. 1. What is the size of the risk? That is. what is thely
amount'q_f the investors’ 'li_ablllty for debts and taxes?

2. What would the continuity (life) of the firm be if
something happened to the principal or principals?

. 3. What legal strudtul"e: would insure the grea* st a’ ip-
tability of administration for the firm?

4. What are the influence of applicable laws?

5. What are the possibilities of attracting additional
capital? '

6. What are the needs for and poséibilitles of attracting
additional 'expertise? ‘

7. What are the costs and procedures in starting?

~ 8. What is the ultimate ‘go‘al.and purpose of the enter-
prise. and which legal structure can best serve its -
purposes? o

The small businessowner is required to wear many hats,
but none can be expected to be a lawyer, certified
public accountant, marketing specialist, production
engineer, environmental specialist, etc. Therefore, you
should get the facts before making decisions. When
necessary and if possible, you should also get profes-
sional counsel to help you avoid misunderstanding

technical or legal issues and avoid making bad decisions :
and false starts that require backtracking and added ex- -

pense. This is especially true when you are deciding

. what legal form to adopt. This' Aid has presented an

introduction to the options and guidelines for selecting
the best legal structure for your business.
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Franchising

A "franchise" is a business arrangement between a company and an
individual, usually with same shared financial and contractual obligations
for the mutual benefit of both parties.

There are three basic kinds of franchises:

Individually-owned and operated
Company-owned - and manager operated
Distributorship or. dealership

The individually-owned and operated franchise is the most common. An
initial -franchise fee covers the equipment, opening inventory, some:
advertising, training and loeation of the franchise. Same franchisors
require. a;continuing fee based on a percentage of the gross profits. The
owner operates the business like any. other business except where
contractual' provisions (with the franchising organization) diectate certain

accounting or-purchasing controls.

“'The company-owned ‘and manager operated franchise allows the franchisor more
control over the business. ‘The franchisee: usually pays an initial fee in
return for a percentage. of the profits of the particular business.

In a distributorship or dealership, a business agrees to sell a certain
product or service of a. ‘franchisor. The franchisor allows a campany to
handle a certain.number of the'franchisor's products without a direct
investment. Thése'agreements usudlly require the business to use the
franchisor name:and sell a qiota of the products. A car dealership is an
exanple of this" type of franéhise. .

vy

o Do you really vantto go- into business for yourself?

eThe financial consideration in most franchises is ot small.
eConsider the percentage of failures.

Do you have what it tekes to be & successful business person?

eGet Information on:
Invesﬁn_ent:‘::Rétjxi'réd o
Location and Lease Assistance
Training: -
Oonpany Image, Brand Name, and Reputation
Marketing and Promotion Help
Conpany - Advice, Area Supervision and Quality Control
Territory Protection o

Low,Ri}'sk,_ ' , _
_ High Survival =~ ., |
. Finaneing g '
b fIe : o 3,



Resouroe Publications on Franchising

20
Daniel J. gg. ﬂm a. 103 Cooper Street, Babylon, New York 11703

Prestical and weeful guide teo the estadlistment and cperation of a
prolitable fremchised business with limited investment end minimam risk.

a m. Q. ”lll“ll. lﬂo. ‘u Pll‘k Mo .o. h
ﬁo E 10016

A guide for the petential fremshises. Halps businessperson evaluate
ents, rescuress and goals ia making frenchising choice.

Resaghiaing, Mathew Bender and Oo., 335 K. 45 Street, Mew York, New York
2

Two velume oot of dosks. Guide to fremehising which includes contracts,
tredamriis, taxation and oguipmat provisions.

' Qreh, Pilot Books, 103
mm.g a..-.mﬁeﬁ"‘"""" ° ’

An amalysis of ‘trends in frenshising and a projection of cpportunities for

the predpestive franshises. It covers of franchising, franchise
systems &nd eurrent law affesting frenchises. -

. by Mask O. lewis, Pilot Books, 103 Cooper
Strest, Babylon, New Yook Lsves ' '

Shows the prosedures to follow to frenehise a business.

» Pilot Books,
103 Cosper Strest, Dudylen, New York 11703
Provides pesscn Interested in frenchising the right questions to ask and
shows what the right enswers weuld be.
Adomen's Geide fo Nar Om Freschised Besinsss by Anne Small and Robert S.
Levy, Pilot Bocks, 108 Cosper Strest, Budylon, Mew York 11702
Written for wamma who wamt o go into thelr om business.

Pilot Books, 103 Street,
Wﬂ. L 8y Cooper Street,,

Lists fremshise opportunities with econcise descriptions and required
javestmont. Insludes a frenshise evaluation cheeklist.

G
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Goal 4.0 To understand the regulations governing
home-based businesses

Competencies:

4.1 Obtain 'nocu"ilry State, local and federal license
applications

4.2 CQuplete application for state and, if necessary,
local business licenses-:

4.3 Complete spplication(s) to;""apecm federal licenses
relating to product or bns(nis_,_o a8 sppropriate

4.4 Obtain information on zoning and ‘camplete permit if
required

4.5 Conplete the form to secure a social security number
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Obtain License Applications

Many businesses are subject to government regulation by licensing. A
license is formal permission given by government authorities to carry on a
business. There is usually a fee for purchasing a license. Be sure to
consult local, borough and state regulations to see if you need licenses.

Some special licenses are required in the State of Alaska. A list of those

businesses requiring special licenses is available fram the Department of
Revenue. , _

Sales Taxes

Some boroughs in Alaska have a sales tax. Local borough sales taxes are
only paid once: at the retail level where products are sold directly to
the consumer.. The business then passes these taxes on to the borough
(generally on'a quarterly basis) on forms provided by the borough. A sales
tax number is issued to businesses purchasing materials for resale.
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" Department of Revenue

Return with $25.00 license fee fo:

Pouch SA
Juneau, Alaska 99811.0400

RENEWAL DUE DATE — January 31.

State of Alaska

BUSINESS LICENSE APPLICATION
AS 43.70.020

DATE S1. MP — OFFICE USE ONLY

t

Check the appropriate box:

- Renewal = Last Y'ur'e Business License No:
New Buelneee - Dete started:

e New Ownet Oete of Purcheee

° A Business Lmnn is not mnefefeble or assigneble. The Depsrtment of
Revenue must be nolmed wlthln ten (10) deys when e change in business
ownership tekes place. :

-

L3 PRIPRIN'I’ID. me ANY necuww CORRECTIONS

in section § below. if.-blenk, enter neme(s) of individuele with e finsncisl
interest in the business. Enter complete business name and mailing address.

2 Calender Yesr | 3; .1C. Code (See s)

1. Business License No.
{Assigned by Revenue) .

4, Fedefel Employer 1.D. No.or Soclol_ Security No. (See other side for explanation)

5. Owner(s) Name(s) .

Business Name

Mailing Address

City, State, Zip Code _

The license will be issued In the nems of the person or corpomlon shown

9. Physical Location of Business

NO‘I’E. if you wish to re&:'enm your business nam
ska .Department of merce and Economic
Corporetlone Section, Pouch D, Juneau, Alaska 89811

a\_,.‘,_',, s

contact the‘
velepment.

A

10. Business is: (check one)
' O Alaska Resident

her side for detells.

S Nonresident (see note below):

NOTE: SR:eI' al rules epfly to nonresident businesses. Piease eee 4
0 (-]

11. State of Origin:

12, Corporation Registration Number:
13. Professional Board License Number:

(See Instructions for list of professional boerdemedeel
commissions)

NOTE: The businegs license WILL NOT be Issued if the
-appropriate board license is not attached. Fallure to do so
may result in the delay of issuance of up to elght (8).v_meke'.

6. Do you now have employees. or expect to hire employees during
the license year?

NO T

14. | declare under penaity of perjury that this appllcatlon
is true and compiete.

YES =
7. Business is: (check one) o _ X .,
Z Individual o Partnership. = Corporation | Signature Date i}
8. Please list the major business services, ectlvltlee and/or products ,
you provide in general order of importance. | VISA® | Card k:
Products . andlor * Services/Activities i J
~NC Expiration Date:
: =
b. Amount:
c.
d. X
e Signature
‘ OFFICE USE ONLY
Q-
h.
Daytime Phone Na
of Owner or COntect._
Telex: .
04633 (Rev. 8/85) - - ¥ 48 58




INSTRUCTIONS

FEE. The fee for each Business License is $25.00 and must
be paid with this application. New businesses and new
owners must also pay the fuil $25.00 fee. License fees wiii
be refunded oniy if the licensee is prevented from using the
license by court.order, administrative decision, or other
cause ciearly beyond-the licensee's control.

Line 3. S.1C. Coda; From the Standard Industrial Classifica:
tion Code iist accompanying this form, seiect the number
that is most descriptive of your business.

Line 4. Social Security Number. You are not required to
provide your Social Security Number. However, the Depart.
ment of Revenue would use this number for identification
purposes, so providing it may speed the processing of your

" application. Social Security numbers will be used for other

departmentai purposes as well, and may be-given to the IRS.

Line 5. it your RENEWAL APPLICATION has been preprinted,
piease check the information for accuracy. Make corrections
as necessary.: ‘: .- . - - - .

_ Line 10, Nonresident Businesses inust fiie an afiidavit with

the Aiaska Department of Revenue and comply with one of
the tax iiabiiity security requirements of 15 AAC 10.020 on
or before June 2 of each year. For further information
contact the Licensing and Security Section, Pubiic Services
Division, Department of Revenue, 1111 W. 8th Street, Room
108, Juneau, Alaska 98801. Phone (907) 465-2329,

Line 11. Provide the stite or origin,of your business, i.e.:

individuais - state of residence ‘

Partnerships (individuais) - state of residence

Partnerships (corporations & companies) - state of domiciie
of the corporation or company.

Corporations - state of domiciie.

Line 12. Corporation Registration Number. A corporation
registration humber is issued to all corporations registered
with the Alaska Department of Commerce and Economic
Deveiopment. For more information, contact the Department
of Commerce and 'Economic Deveiopment, Corporations
Section, Pouch D, Juneau, Aiaska 99811.. Phone (907)
4652530 or 2631.. - .

Line 13. if you are a CONTRACTOR or aié LICENSED BY A

. PROFESSIONAL BOARD, TRADE ASSOCIAT:ON, OR COM-
- MISSION, you must attach a copy of your license. CON-

TRACTORS WHO ARE EXEMPT from this iicensing require-
ment must attach’a: statement' expiaining their exempt

‘status. If you are a FISH BUYER, you must attach a copy

of your bonding certification issued by the Alaska Depart
ment of Labor. If you'are a MOTOR VEHICLE DEALER, you
must attach a copy of your registration issued by the Aiaska
Department of Pubiic Safety. IMPORTANT! This license,
certification or.registration must be valid for the same year
as the: Business License for which you are now appiying.
Your Business License cannot be issued without this
required information. .

10. Electrical Administrators
_12. Guide Licansing and Control

PROFESSIONAL BOARDS/TRADES/COMMISSIONS

Uniess otherwise noted, the foiiowing are administered by
the Aiaska Department of Commerce and Economic
Development.

1. Alaska Bar Association’ 14. Medical
2. Athletic Commission 18. Morticians
3. Architects, Engineers & Land 16. Nursing

Surveyors
4. Barbers & Hairdressars
8. Chiropractic Examiners 19. Optometry Examiners
6. Concart Promotars 20. Pharmacy :
7. Contractors, General or Speciaity 21, Physical Therapy ‘
8. Credit Reporting and Collection 22. Psychologist & Psychological
9. Dental Examiners Associate Examiners
23. Public Acountancy
24. Real Estata Commission?
28, Vetarinary Examiners

17. Nursing Home Administrators
18. Opticians, Dispensing

11. Geologlsts
13. Marina Pilots

‘Alaska Bar Association *Raal Estate Commission

P. Q. Box 100279 3801 C St., Suite 722
Anchorage, Alaska 99510-0279 Anchorage, Alaska 99503
Phona (807) 272:7489 Phone (907) 563-2169
(For Figh Buyar Certification) (For MIV Dealar Registration)
Department of Labor Depariment of Pubiic Safety

* Wage & Hour Division P 0. Box 1000680
‘P. O. Box 6830 Anchorage, Alaska 99510-0960

Juneau, Alaska 99802-0630
Phone (807) 465-4839

Department of Commerce and Economic Deveiopment
Division of Occupationai Licensing
Pouch D, Juneau, Aiaska 99811, Phone (807) 465-2546

Phone (907) 289-5583

Business Directories. Based on the information contained in

this application, the state will produce a series of directories
to pubiicize and assist Alaskan businesses. Each directory

wili be organized by iocation. and industry type. A speciai .’

Exporters Directory wili be produced for those who check Yes
to question 16 on the Business Assistance Survey. Each
directory entry wiii inciude the name, address, telephone

number, telex number, and produ =t or service description of -

the business.
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Standard Industrial CIassIfIcatlon (S.1.C.) Code List

1. Select the "Division” from the list below.

DIVISION A - AGRICULTURE, FORESTRY & FISHING

DIVISION 8- MINING
DIVISION C-CONSTRUGTION -
DIVISION D - MANUFACTURING

DIVISION E-TRANSPORTATION, COMMUNICATIONS,
ELEOTRIO GAS & SANITARY 8VCS,

Check the lub-hndlng as set out under each "'division” on the list.
Select the title under the sub-heading which best describes your business activity,

Write the four-digit number that appears In front-of your selection In the space provided on your application.
Numbers ending with 99 wiil indicate “nec,* which means "not elsewhere classified."”

It the 8.1.C. Code that describes your business Is printed In bold italics, you must meet additional regulatory roqulremonta Pluoo u

Porwn

DIVISION . WHOLESALE TRADE
DIVISION Q- RETAIL TRADE

DIVISION H - FINANCE, INSURANCE & REAL ESTATE

DIVISION |- SERVICES

DIVISION J - PUBLIC ADMINISTRATION

DIVISION K- NONCLASSIFIABLE ESTABLISHMENTS

the Imtructlonl on the Alaska Business License Appllcltlon.

DIVISION A. AGRICULTURE, FORESTRY, & FISHING
0100 Asﬂoultuul Production-Corps

0160 V'olaoumo Molonl
0170 PFruits & T

1” Hodmltgul mcllllln

Aa;lcununl PMuctlon-letock

: Rabbits
oar2 magmm !qulnu
0700 Agricultural '
%'&lmmm uMeu . -
om 83 Harvesting . .
". lvlmnl uwleu
- 0741 .V Sves. Farin Livestock
8;3 m‘

" o781 ; .sounwlnlﬂaannlng
0800 Forestry <. ' O
0020  Foriat Nurseries
. 0880 . Forest Services
0000 Fishing; Hunting, & Trappin
&Oﬁ""hﬁl"u'v'u v “' ’
A "*'f
0913 ‘Shelifish
0019 Misc. Marine Producu
0920 Fish Hatcheries & Pre:
0970 Hunl. Trep, Om Prouglllon
" DIVISION B. mmm ’
1000 Mets! mmng‘
1020 top Cope y
=2 m?s.'m:.
1080 mwumms.m:n
1000 Metal Ores,
1100 Anthracite Mining _
1200 Bllumlm cw [ Uﬂll« Mining
1 on U
%0 X %mm & Nltunl Gu
1320 Nltunleum ids o

1301 ot '
s-mm

1382

13% 81‘: & Gas Fieid Services, nec,
1400 Nonmetaiiic Minerals, Except Fuels

1410 Dimension .'m"

:420’ Crushed & Mon Stone

1700 WMM

iii§i§§i§§i§

§

A
i
:
i

- 2000 MCKIMMMNI

T
3

0y
P
%

SERSEARRRRNNNRGY
g
i
13
§
e

2100 Tobacco Manufacturers
2200 Testie MUl Products

loor Covering Mills
Yam & Th Mills
Goods

2300 N l onm Textlle Products
%&mﬁﬁ?“
{ Products
2400 Lumlnv l Wood

sm c"u'-'ﬂm um-
Miitwork, Piywooo, Btructural

. Wood Contalners
,Woodwldlmlmnrlm:

' Prefabricated Wood Sulldings
mn. Wood Products
Prodwg. nec.

2500 Pumlnn l
' 2810 Houuhold Fumltun
Offios Furniture
Pulmon & Fixtures
Mise. Fumiture & Fixtures
2900 Fumnun [ lemn. nec.
2600 Pmducu

Converted Paper Products

ﬁmml Boxes
Widing Paper & Board Miils

2000 Petroleum snd Cos! Products

3100 Leather

§§§§

DIVISION £. TRANSPORTATION & PUSLIC ummu"
4000 Rallrosd Transportstion o
4100 Loal & interwban Pes

10" Locala &

4200 T

4300 U.S. Postal Service .
uoo Wlm ‘I’vmpom

mo Pomloum Rounl
sterist
lw. roloum l Coal Products

Rubber & Misc. Pisstics Products
3070 Miso. Plastics Products

1

ﬁ:v—';}-‘.;ﬁm!rv IR

el

3110 Lul’m ‘I!::n’ﬁ'l%‘lno Flnlm m
g 30 800! svm lm

170 mm dmm Mmom
3190 Leather "'gom
a% Clay, w Glass h:gu:'t“ m é
0. Conemie s & Plaster Products
4] Cor 81008 & Blone Procucts oy
3% uummnmmmmu. voc. |
Primary Meta! industries
Fabricated Mets! Products
Machinery, Except Electrical
ztmm and Electronic Equipment

stion Equl
Motw v l'a.l:‘o [} !wlmm

37738 aholrllul l.calulnlmin :

:m Mise, ?mm fon
3762 Travel Trallers clmpou

Instruments and nmm Frodm

Miscellaneous Manulacturi lndutmu-v
3010 Jewelry, Siiverw. nmcw
3011 Jeweiry, Prec

1y, ous X
3018 Jewelors' Materials & Iﬂuyw :
3830 %ﬂuﬂul instrumants g

3940 & gl
3000 Costume szfry & Notions .~ %

3990 Ml‘c. Manuiactures

& Suburban mmﬁn 1
5 vy i
4181 mm

1"'I' i Oistance
o mww%g" .
4230 Trucking Terminal Facilities

Deep Sea onlgn ‘I’m\npomuon

ST W

Desp Sea Domestic Transportat
Local Water Transportation -
Tows l.' 5 it

- Bt



et |

.\)

4700 Tu" ation lomeu.

reight Forwarding
a0 T |q_omllonA (L1
470 M'l.l"c. nomo‘lon"mmo
umcmon

MMM Communication

uao |.pn Oommunmnon

mz m
Mum
au Communication Service, nec.
4900 El‘o&u'le. .Ou [} tcnlluy Services
thlon 'l Distribution

mo nation
‘mml Utility Bervices

i B,

4983
DIVISION F. Wﬂolml.l mu

- 000, “3"':'3"%':" o%'mnm l?“:aulmm
2020 P "‘"'.m.
£030 - Lumber & Cone nmlon o Maial
50408 moom.r & Hobby
$070 \ !
00 Emm:%m|“" o
ggg innz w.m-. Pmumswm
Goods:pee.:
8100 Bt m
5130 “Apoarel;
12 R
8180 Chemicals &:Allied Product
ey, w'"". Vet
8100 Misc..
mvmoun.mm‘mu

5200 luming Mnm [ ocmﬁ m
Lumber & Other 8 mmm
Pllnt. Olm. () w.np.';!' Stores g

|l| w. & Glmn Stores
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Apply For Special Federal Licenses

Federal license is required to sell :/irearms and ammnition. This

application is available fram the Bureau of Firearm, Tobacco and Alcohol
listed under U.S. Govermment.

Obtain information On Zoning

Generally, gzoning is not a problem for the hame-based business unless it
creates unusual noue, ngnl, odors, parking problems, etc.

First, tlnd out if your cmnlty has zoning. If it does, there are
probably three boards govornlng soning:

The Ehnn.lm develops long-term growth plans and reviews
developers' plm to ensure that they are in llne with long-term
planﬂ. ' ,

The: w develops regu) - ions to ensure empllance with
the Planning Board's long-term .ian. (The Plannlng and Zoning
Boards are oftm omblned.)

- The Ml_ﬂm'.d can' waive zoning regulations and hear appeals
for zoning decisions.

‘Obtain ‘A Social Security Number

w

Every campany which has c:ployeea must pay social security tax. Your local
Post Office has Qplications for social security. Employers pay a 7.15%
tax on wages up. to $42,000 a year for each employee. The employee pays a
similar- tax on all wages up-to the same amount; the amployee's share is
deducted fran hls/her pas check.

. Any comnany with élployees must idéntlfy'ltself on tax forms using a

Federal Bmployer Identification Number. Form SS-4 is used to apply for
this number; it can be obtained fram the nearest Internal Revenue Service
Office. Once your campany has an identification number, the IRS will

‘automatically send you quarterly and year-end payroll tax returns to
cmplete.
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| Goal 5.0 To understand how to obtain funds

Competencies:

5.1 List sources of funds

5.2 Develop a statement of financial need
5.3 List types of business loans

$.4 List kinds of collateral

5.5 Deseribe loan limitations

5.6 Conplete loan applieation'

5.7 Q:en & checking account

50 ) A3 !
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List Sources Of Funds

Once you have decided upon the ownership structure for your hame-based
business and have formulated your plans for it, the next step is to decide
where and how to get the money (starting capital) for setting your business
enterprise into motion. This will need your careful consideration. First,
think about the money that is closest and most available to you. Then,
consider all the possible money resources that you can tap:

Your Own Money

You may put your savings into your hame-based business. You can also get
same cash by selling your car or other belol_lgims if necessary.

Loans and Investments From Family and Friends

. .
You may get an interost-free personal loan from a relative or friend. 1If
you chose to form a partnership, your partner will also put same money into
the business. '

If all the money at hand is still not enough, or your friends and relatives
just are unable to help right now, then you can go to a lender--a bank or
govermnent agency--to get a business loan.

Banks and Credit Unjons

To get -a business loan fram a bank, you need to present some of your
property -as collateral to the bank. Collateral is a valuable possession
like a house or car that is given as a pledge that the debt will be paid.
If the loan is not repaid, the bank may sell the possession to recover the
meaey it lent. If you are a member of a credit union, you may borrow money
there. C '

. ‘

The Small Business Aaninistration (SBA) may also help you, especially if
you can't get a bank loan. The SBA lends money directly to small business
owners and helps them borrow money fram banks.

Business from the Home, Susan F. Weis and
Kay 8. O'Brien, Pennsylvania Department of
Education, Bureau of Vocational Education,
Harrisburg, PA, June, 1983.
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Small Business Administration Loans
SBA's Business Losn Pregrems N

Under its Congressional mandate, the U.S. Small Business Administration
(SBA) assists the nation's small businesses through a nunber of programs
and efforts. SBA helps new or growing businesses meet their financial
needs, counsels small fims with problems, offers special assistance to
minority, women-owned and veteran-owned businesses, helps mmall businesses
to secure government contracts, and acts as a special advocate for amll
business with other Federal agencies, with states and within the private
sector. - _

-Through its work, the Agency helps preserve the nation's free enterprise

system, bolsters competition and strengthens the national economy.

SBA 1oans have ﬁelped thousends of small caompanies get started, expand and
prosper. This section is designed to explain SBA's business loan programs
and ‘to describe where and how to apply for a business loan.

Basic Types of Business Loans

Business loan procesds can be used for working capital, purchase of
inventory, equipmznt and supplies, or for building construction and
expansion. = -

SBA offers two basic types of business loans:

1. Loans made by private lenders, usually banks, and guaranteed by SBA.
By law, SBA can guarantee a portion of a loan made by a bank or other
private lender, however, SBA's guaranty cannot exceed $500,000.

2. Loans made directly by the Agency

In general, direct SBA loans carry interest rates slightly lower than those
in the private financial markets. They are available only to applicants
unable to secure private financing or an SBA-guaranteed or participation
loan. ' : .

In addition to its basic loan program, SBA offers loans for low-income and
other disadvantaged persons, loans to help small firms owned by handicapped
persons and nonprofit shel tered workshops employing the handicapped, loans
to small firms engeged in manufacturing, selling, installing, servicing or

* developing specific energy ‘conservation measures, loans to development

companies for projects aiding amall businesses in urban or rural
canmunities, loans and revolving lines of credit for export purposes, and
guarante‘ed‘lomisy_for qualified & loyee stock ownership trusts.

SBA 1icenses, regulates snd financially heips private firms called "Small
Business Investment Companies” (SBICs) which supply equity capital and
regular loans to small firms with umusual growth potential.

De;ailé concerning special loan programs can be obtained fram any SBA
office. : .
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Even with its varied programs, SBA cannot assist all the amall businesses,
or all the persons interested in starting a small firm. Agency funds end
personnel are limited. ‘Therefore:in recent years, SBA--as small business'
advocate«-has .increased its liaison ‘and cooperation with the private
sector, with the primary aim of widening assistance and making more funds
available to-the'millions of small entrepreneurs in our country. The
nation's:bahks have been made more aware of the advantages of participating
in SBA guaranteed loans, and haveibeen urged to respond through their own
loan: programs. to mmll business' needs and wants. SBA has instituted a

special arrangement'with a mmber of banks to cut red tape end paperwork in
Agenggguarmteedlom. - Other: companies have been organized as SBA
"non-bank. lenders," and can mike small business lcans guaranteed by the

Mency. ‘a.. o

This approach--involving greater cooperation with the private financial
markets ‘and putting. the Ageney more and more into a role of a "wholesaler"
- =-will be emphasized in the months and years shead. The private lender
will be more and more-the *retailer" of amall business lending, while SBA

takes. on the'role:of ‘"wholesaler".
B e ' /.‘x{'f"f;.:;\' K.
Wwo is Elfgible for an SBA Loan?

By law, the Agency may not make or guarantee a loan if a business can
obtain fiinds on reasonable terms from a bank or other private source. A
borrower ‘therefore must ‘first-seek private financing before applying to
SBA. This méans: that a person first must epply to a bank or other lending
institution for a loan. In a eity of over 200,000 population, a person
.must be turned down by two banks before applying for an SBA loan.

A business must.be independently owmed and operated for profit (except
shel tered workshops), not daminant in its field and must meet certain
standards of size in térms of employees or annual receipts. Loans cannot
be made to speculative businesses, newspapers, or businesses engaged in
gambling. ' o o .

Applicants for loans also must’ &rqe to comply with SBA regulations that

there will be no diserimination in employment or services to the pubic,
based on race, color, religion, national origin, sex or marital status.
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- Vhat la e hll mllncu?

At presont, eligibility tor loans varies by industry and SBA  gram. For
businau loanl. tha gmaral -gize atandard el igibility requirements are:

'~} LA

- lhxinm number of uployacc m range fran 500 to 1,600

lhnnlacm:lnz
- _depandingxcn tha in&qtry in which tha applicant is primarily angagcd.

!m.lanllns lhxinlln mnbcr of. c:ployeca nmt not exceed 500.

" gervices'= Anntal rocclptl mist not- exceed $3.5 million to §14.5 million,

.dapendinc on: thc indnltry in which the applicant is primarily engaged.
ling = Annual saies or raccipto nuat not exceed $3.5 to 313.5 million,

dapending on thc induatry.

in.i'.mc.tlm - Qnaral ccnatruction averagc annual receipts must not exceed
.$17 million tor tlta throe molt recently calpletcd fiscal ycara.

tride canstruction - "Averege annual receipts must not exceed $7
:;li‘lhllion for. threo mcot rccently cmplctcd fiscal years, depending on the
n 'tryo.

Aﬂ.l.cul.tm Mnual roccipta mat not exceed $0.1 to $8 5 million.
'l:at arc tha chlt naglrutat

A loan applicant nuct:
Be a. good character.

Have enough capital in en cxiating firm so that, with an SBA loan, the
business .can operate on & sound financial basia.

Show the proposed loan is of such. sound value or so secured as reasonably
to aaaure paymant. ~ S

Show that the past earninga record and- future prospects of the firm
indici:ate ability to repay tho loan md other fixed debt, if any, out of
profits. : _

. Be-able to provide,- from personal resources, sufficient funds to have a

reasoneble amount at stake to withstand possible losses, particularly
during the early stages of a new venture.
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How Much Can a Person Iorran
Loans made directly by SBA have a maximm of $150,000.

';'he ggaranteed loan pi?ogrun permits the Agency to guarantee a maximum of
500,000. . _ .

Note: When neither private financing nor a loan guarantee is available,
SBA may provide loan funds on an "immediate participation® basis with a
bank. The bank disburses part of the loan, at market interest rates, and
the balance of the loan is disbursed directly by SBA, at a lower interest

~rate. SBA's share of an immediate participation loen may not exceed

$150,000. (These adminiatrative limits are subject to change.)
A handicepped assistance loan made directly by SBA is limited to $150,000.

Isoc&l'D:velopmnt Company loans made directly by SBA are limited to
150,000, : :

Terms of Loans

Regula_r bus‘..:ess loans have a maximum maturity of 25 years.

Vbrk‘in'g“eap.ital loans are generally limited to seven years.

SBA reéﬁiafly s‘ets_av-u'n_x,hnm allowable interest rate which banks can charge
on guaranteed loans. Interest rates on direct loans and SBA's share of an
immediate participation loan are tied to the cost of roney to the Federal

govermment and adjusted periodicaliy.. The interest rate is 3 percent for
SBA's share of a handicapped ugiatance loan. :
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Ol laterel
One or more of the follewing mey be acceptable security for a loan

e mortgege on land, & duilding and/or equipment
aseigmmemt of warehouse reseipts for marketable merchandise
a mortgage on ehattels

eadorsaments, and instances,
.:-u. c:‘ persenal nnlv&lu. in same ins ]

w to Apply for & loma
These already ia business shenld:

1. Prepare & current finemeial statement (balance sheet) listing all
asoets and all lisbilities of the business.

. hﬁt on earnings (predit and l1oss) statemsnt for the current period
to date of -u%rd shost. pe

1 hm [ W finaneial statemmmt of the owner, or each
bros .= dor aming 30 pereent or sore of the corporate stock
| | inese.

4. List eolliateral to be offered a8 security for the loan, with mn
ostimate of t2e present market valuc =7 esch item.

S. Btate the axownt of the losn reguestid und exact purposes for which it -
oan be weed. A

6. Takte the foregoing mmterial to your basker. Ask for a direct bank loan
and 1f you are desli ask the bank to make the losn wnder SBA's Loan
Guarentee Pl o0 ste Partieipation Plan. If the bank is
i ia an SBA guarenteed or partieipation loen, ask the banker
to eentast SBA for dissussion of your eppliestion. In most cases of

or partieipatien losms, SDA will deal direstly with the

T. Write or visit the nsarest SBA office, if a guaranteed or a
participatien lomm is net evailable. SBA has 110 field offices which
often send loan officers te visit many smller cities as the need is

« T spend matters, make your finemcial information available
vwhen you 2iret weite or visit SBA.




Those wanting to start a business should:

1,
3.
3.

4.

1.

Describe the type of business you plan to establish.
Describe your experience and mansgement capabilities.

Prepare an estimate of how much you or others have to invest in the
business and how nmuch you will need to borrow.

Prepare a current financial statement (balance sheet) listing all
personal assets and all lisbilities.

Prepare a detailed projcetion of earnings for the first year the
business will operate.

List collateral to be offered as security for the loan, indicating your
estimate of the present market value of each item.

Follow steps 6 and 7 for those already in business.

fram "Business Loans fram the SBA," U.S.
Small Business Admninistration, 1984,

. &‘:_'
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Secure Credit and Obtain Funds

Busineas loans

Most entrepreneurs spply for business loans to get at least some of the
money they need to start their business. With a business loan, you have to
pay back a part of the loan money every month, plus a certain percentage of
interest. Interest is the extra money you pay for the privilege of using
someone else's money. The larger amount of your own money you put into
your home-based business, the less loan money and the less interest you
will need to pay back.

Business loan Information

In order to get a business loan you will need to provide a lot of
information to prove that you are a good business risk, information such as
your personal background and qualifications, a clear business description,
and a financial plan.

You will be expected to tell the lender about your work and business
experience, as well as your personal financial situation. You will need to
show that you have facts conecerning your hame-based business and possess
good business sense. You will be expected to put same of your own money
into your business enterprise.

For example, Mary is.planninc to start a hane-based business. The amount
of money she has on hand is not enougli to get the business started, so Mary
will apply for a loan fram the Happy Valley Bank. She wrote this resume:

"I am planning to open a special craft service center in my
owmn hame. 1 have $5,000 to invest in this business. A
relative has offered to lend me $2,500. Initially I will
have $7,500 to invest in my business. However, I estimate I
will need a total of $12,500 to initiate the operation of ny
business. I will, therefore, need to borrow an additional
$5,000.

I have taught a fourth grade class in the local elementary
school since graduating fram college eight years ago.

I have excellent craft skills which I acquired through hame
economics courses, and have perfected through constant
practice during ny spare time. Creating and designing
unique craft items is my specialty.

I have demonstrated good business ability through being the
school manager of fund raising r ojects for the past five
years."
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Business Deseription

Every new business begins with an idea. Your next step in
getting your loan is to put your ideas into writing by preparing
a written description of your business, Your business
description should tells

the name of your business
the scope and purpose of your business
the services and produsts to be provided by your business

the specialties to be offered by your business, how it will
be unique

your plans for the growth of your business.

The following is a description Mary wrote about her hame-based
business.

The name of the craft service center will be the "Maple
Leaf." The store will be open 9:00 a.m. to 8100 p.m., six
days a week. It will sell products, unfinished-products,
and various materials for making crafts. It will also
provide special services for customers. The Maple Leaf will
be located in my home at 123 North Maple Drive. I plan to
renodel my home to accanmodate this business. I estimate
that this will cogt $3,000.

I will have an employee working in the craft center as a
clerk. I will teach craft skills to customers in addition
to providing clerk service.

If I can get this loan from your bank I plan to open the
Maple Leaf by September 1.

Financial Information About Your Business

To get a business loan, you will need to give the lender at least two kinds
of financial information about your business. First, you need to show how
much you expect to earn and spend during the first year. This information
gives the bank an idea of whether your business will succeed. It lets the
bank know if your business will bring in enough revenue for you to earn a
profit and to pay off your losn. Second, you need to fill ocut a form

I(xsitatement of financial need) telling the bank how much money you need to
T oW,
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Mary predicts the profit for her business during the first year:

- -

Sample Profit/Loss Statement

Profit/Loss Statement
Sept. 1, 1985 - Aug. 31, 1986
)
Revenues
$ %
Products sold $23,500.00
Materials sold $23,500.00
Services to customers $_8,000.00
Total $55,000,00 100%
Expenses
Salary for an employee $ 9,000.00
Utilities $ 1,200.00
Supplies $20,000.00
Advertising $ 1,200.00
Others $_2,000,00
Total $33,400,00 81%
Net Profit
(including ny salary and income taxes) $21,600.00 39%
73
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Evaluation of Needa

A new business will usually accunulate some expenses before it can begin
providing services or collecting money. At first a business will spend
more than it makes. It will need money to support the start-up operation.
That is why most businesspersons apply for a business loan to help them get
started. As the business gets established it should collect more money
than it spends. The owner can use the profit to pay back money that was

borrowed. Interest on loans is a major business expense and needs careful
conslderatl.og by the entrepreneur. -

On this form you will need to show the total cash on hand that you have,
the total expenses you estimate that you will need for the first few months
of operating your home-based business, and finally, figure how much you
will need to borrow fram the bank.

. Your total cash on hand includes your savings and eny loans fram relatives
or friends. Your total expemses include start-up expenses (money needed
right at. the beginning to cpen your business) and operating expenses (money
needed after start-up to run your business every month). By subtracting
the total money on hand fram the total estimated expenses, you can

}:alculatc the total loan money needed. The formula for the computation
81 .. - _ g
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Sample Financial Need Statement

Financial Need Statement
y Expenses
(for firat three months) Money On Hand |
Star‘-jo_Exyenses Omner's Cash On Hand
Repairs and Renovations $3,000 $5,000
Equipment and Furniture $2,000
Supplies and Inventory $2,000 Loan fram Relative
Advertising $ 150
Others $ 350 $2,500
" Total start-up expenses $7,500 Total Money On Hand
_ $
Qperating Expenses
Salary for an employee $2,160
($720 x 8)
" Utilities $ 120 Total Expenses
($40 x 3)
Supplies and Inventory $3,000 - $
($1,000 x 3)
Advertisi $ 210 Total Money On Hand
($70 x 8
Others : $ 300 $
($100 x 3)°
Total operating expenses $3,780 Total Money Needed
Total Expenses $ $
(for first three months)

Calculate the total loen money she will need.
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Examples of Applications

Happy Valley Bank
Application for Business Loan

Borrower__

Address '
Loan Requested $ Debt to Bank will be $
Unsecured ( ) Secured ( )

Oollateral .
Value of Collateral will be $
Guaranteed By
Demand ( ) Time No. Days Rate of Interest
Pmt Program
Purpose of Loan

Deposit Relationship .
Authorigation

For the purpose of procuring credit from Happy Valley Bank, the
undersigned hereby confirms that I/we have read and understend the
foregoing; that it is true, accurate, and camplete to the best of
my/our knowledge and belief. I/we authorize Happy Valley Bank to meke
whatever credit inquiries it deems necessary in connection with this
credit gpplication or in the course of revie collection of any
credit extended in reliance on this applicati.., 1 authorize and
instruct eny person or consumer reporting age *y to campile and
furnish Happy Valley Bank eny information it may have or obtain in
response to such credit inquiries.

Applicant's Signature , Applicant's Signature
KR BANK USE ONLY
Approved By, Date
Sr. Loan Conmi ttee Regional Board_ ___ ____ Joint Board_
Notified of asction taken l / Oral Written
Remarks ;
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1.

2.

Suggested Activities

Complete a resume of your own personal background information and a
description of your hane-based business to get a business loan to start
your business.

Using this statement of fi.ancial need form as a guide, (a) estimate
the start-up expenses and the operating expenses for starting your
hame-based business; (b) figure out how much money on hand you have;
and (c) calculate how much loan money you need.

Financial Need Statement

Expenses ,
Money On Hand =~ |
Start-up Expenses Owner's Cash Gh Hand
Repairs and Renovations $ $
Equipment and Furniture $
Suppl.-.s and Inventory $ Loan fram Relative
Advertising $
Others $ $
Total start-up expenses $_____ Total Money On Hand
$
Qperating Expensea
Salary for an employee $
Utilities $ Total Expenses
Supplies and Inventory $ $
Advertising $ Total Money On Hand
Others $ $.

Total operating expenses $ Total Money Needed

Total Expenses $. $
(for first three months)
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3. Make a list for yourself of all the possible sources of money that you
may have. Enumerate all the possible advantages and disadvantages to
yourself in using each source.

—Money fource =~~~ Advantages = Disadqvantages

1.
2.
3.

4,

4. a) Begin shopping for loans.
b) Compare interest rates.
¢) Compare obligations and risks associated with borrowing fram
each institution. A

Other loan applications and iﬁfomnt‘lc_n_ are available fram banks, credit
unions and the Small Business Administration, 701 C Street, P.O. Box 7,
Anchorege, Alaska 99513, Phone: 907-‘27«1-.-402,2,

Rk &

Business from the“Homik, Susan F. Weis and
Key 8. O'Brien, Pennsylvania Department of
Edueation, Bureau of Vocational Education,
Har~isburg, PA, June, 1983,
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" » ABC's of Borrowing

Summary

Some small businesspersons cannot understand why a
lending institution refused to lend them money.
Others have no.trouble getting funds, but they are sur-
prised to find strings attached to their loans. Such
owner-managers fail to realised that banks and other
lenders have to operate by certain principles just as do
other types of business.

This Aid discusses the following fundamentals of bor-
rowing: (1) credit worthiness, (3) kinds of loans, (3)
amount of money needed, (4) collateral, (3) loan
restrictions and limitations, (8) the loan application,
and (7) standards which the lender uses to evalua

the application. ‘

Introduction

Inexperience with bbrrowlns procedures often creates
resentment and bitterness. The stories of three small
businesspersons illustrate this point.

"I'll never trade here again,” Bill Smith* said when his
bank refused to graut him a loan. “I'd like to let you
have it, Bill,” the banker said,''but your firm isn't earn-
ing enough to meet your current obligations.” Mr Smith.
was unaware of a vital financial fact, namely, that lend-
ing institutions have to be certain that the borrower's
business can repay the loan. :

Tom Jones lost his temper when the bank refused him a
loan because he did not know what kind or how much
money he needed. *“We hesitate to lend,” the banker
said. "'to business owners with such vague ideas of what
and how much they need.” :

John Williams' case was somewhat different. He didn't
explode until after he got the loan. When the papers
were ready to sign, he realized that the loan agreement
put certain limitations on his business activities. *‘You
can't dictate to me.” he said and walked out of the
bank. What he didn't realize was that the limitations
were for his good as well as for the bank's protection.

Knowledge of the financial facts of business life could -
have saved all three the embarrassment of losing their
tempers. Even more important, such information would
have helped them to borrow money at & time when their

. businesses needed it badly.

*All names in Aids are fictitious '
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U.S. 8mall Business Administration
Number 1.001

This Aid is designed to give the highlights of what is ip.
volved in sound business borrowing. It should be
helpful to those who have little or no experience with
borrowing. More experienced owner-managers should
find it useful in re-evaluating their borrowing opera-
tions.

Is Your Firm Credit Worthy?

The ability to obtain money when you need it is as
necessary to the operation of your business as is a good
location or the right equipment, reliable sources of sup-
plies and materials, or an adequate labor force. Before a
bank or any other lending agency will lend you money,
the loan officer must feel satisfied with the answers

to the five following questions:

1. What sort of person are you, the prospective bor-
rower? By all odds, the character of the borrower comes
first. Next is your ability to manage your business.

2. What are you going to do with the money? The
answer to this questions will determine the type of loan,
short or long-term. Money to be used for the purchase
of seasonal inventory will require quicker repayment
than money used to buy fixed assets.

3. When and how do you plan to pay it back? Your
banker's judgment of your business ability and the

type of loan will be a deciding factor in the answer to
this question.

4. Is the cushion in the loan large enough? In other
words, does the amount requested make suitable
allowance for unexpected developments? The banker
decides this question on the basis of your financial state
ment which sets forth the condition of your business
and on the collateral pledged.

5. What is the outlook for business in gencral and for
your business particularly?

Adequats Financisl Data Is & ‘“Must.”

The banker wants to make loans to businesses which
are solvent, profitabls, and growing. The two basic
finencial statements used to determine those conditions
are the balance shoet and profit-and-loss statement. The
former is the major yardstick for solvency and the latter
for profits. A continuous series of these two statements
over a period of time is the principal device for measur
ing financial stability and growth potential.

In interviewing loan applicants and in studying their
records,-the banker is expecially interested in the
following facts and figures.



General Information: Are the books and records up-to-

---date and in-good condition? Wkhiat is the condition of ac-
counts payable? Of notes payable? What are the salaries
of the owner-manager and other company officers? Are

all taxes being paid currently? What is the order

backlog? What is the number of employees? What is the

insurance coverage?

Accounts Receivable: Are there indications that some
of the accounts receivable have already been pledged to
another creditor? What is the accounts receivable turn-
over? Is the accounts receivable total weakened because
many customers are far behind in their payments? Has a
large enough reserve been set up to cover doubtfull ac-
counts? How much do the largest accounts owe and
‘what percentage of your total accounts does this amount
represent?

Inventories: Is merchandise in good shape or will it
have to be marked down? How much raw material is on

. hand? How much work is in process? How much of the
inventory is finished goods?

Is there any obsolete inventory? Has an excessive

amount of inventory been consigned to customers? Is in-.

ventory turnover in line with the turnover for other
businesses in the same industry? Or is money being tied
up too long in inventory?

Fixed Assets: What is the type, age, and condition of
the equipment? What are the depreciation policies?
What are the details of mortgages or conditional sales
contracts? What are the future acquisition plans?

~ What Kind of Money?

When you set out to borrow money for your firm, it is
important to know the kind of money you need from a
bank or other lending institution. There are three kinds
of money: short term, term money, and equity capital.

Keep in mind that the purpose for which the funds are

to be used is an important factor in deciding the kind of

- money needed. But even so, deciding what kind of
money to-use is not always easy. It is sometimes com-

- ‘plicated by the fact that you may be using some of the
-~arious kinds of money at the same’ ume and for iden-
tical purposes.

' Keep in mind that a very important distinction between
the types of money is the source of repayment. General-
_ly. short-term loans are repaid from the liquidation of
- current assets which they have financed. Long-term
- 1oans are usually repaid from earnings

Q
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Short-Term Bank Loans
You can use short-term bank loans for purposes such as
financing accounts receivable for, say 30 to 60 days. Or
you can use them for purposes that take longer to pay
off—such. as for building a seasonal inventory over a
period of § to 6 months. Usually, lenders expect short-
term loans to be repaid after their purposes have been
served: for example, accounts receivable loans, when
the outstanding accounts have been paid by the bor-
rower’'s customers, and inventory loans, when the in-
ventory has been converted into saleable merchandise.

Banks grant such money either on your general credit
reputation with an unsecured loan or on a secured loan.

The urisecured loan is the most frequently used form of
bank credit for short-term purposes. You do not have to
put up collateral because the bank relies on your credit

reputation.

The secured loan involves a pledge of some or all of
your assets. The bank requires security as a protection
for its depositors against the risks that are involved even
in business situations where the chances of success are
good.

Term Borrowing

Term borrowing privides money you plan to pay back
over a fairly long time. Some people break it down into
two forms: (1) intermediate—loans longer than 1 year
but less than 5 years, and (2) long-term—loans for more
than 5 years.

However, for your purpose of matching the kind of
money to the needs of your company, think of term bor-
rowing as a kind of money which you prokably will pay
back in periodic installments from earni. -

Equity Capital

Some people confuse term borrowing and equity (or in-
vestment) capital. Yet there is a big difference. You
don’t have to repay equity money. It is money you get
by selling a part interest in your business.

You take people intc your company who are willing to
risk their money in it. They are interested in potential in-
come rather than in an immediate return on their in-
vestment. :

How Much Money?

The amount of money you need to borrow depends on
the purpose for which you need funds. Figuring the
amount of money required for business construction,
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conversion, or expansion—term loans or equity .
capital—is relatively easy. Equipment manufacturers, ar-
chitects, and builders will readily supply you with cost
estimates. On the other hand, the amount of working
capital you need depends upon the type of business
you're in. While rule-of-thumb ratios may be helpful as a
starting pcint, a detailed projection of sources and uses
of funds over some future period of time—usually for 12
months—is a better approach. In this way, the
characteristics of the particular situation can be taken
into account. Such a projection is developed through the
combination of a predicted budget and a cash forecast.

The budget is based on recent operating experience plus
your best judgment of performance during the coming
period. The cash forecast is your estimates of cash
receipts and disbursements during the budget period.
Thus, the budget and the cash forecast together repre-
sent your plen for meeting your working capital re-
quirements. : o '

To plan your working capital requirements, it is impor-
tant to know the ‘‘cash flow" which your business will
generate. This involves simply a consideration of all
elements of cash receipts and disbursements at the time
they occur. These elements are.listed in the profit-and-

‘loss statement hich has been adapted to show cash

flow. They sliould be projected for each month.

What Kind of Collateral?

Sometimes. your signature is the only security the bank
needs when making a loan. At other times, the bank re-
quires additional assurance that the money will be
repai-. The kind and amount of sec..~ity depends on the
bank and on the borrower’s situation.

If the loan required cannot be justified by the
borrower’s financial statements alone, a pledge of
security may bridge the gap. The types of security are:
endorsers; comakers cnd guarantors: assignment of
leases; trust receipts and floor planning; chattel mor-
tgages; real estate; accounts receivables; savings ac-
counts; life insurance policies; and stocks and bonds. In
a substantial number of “‘ates where the Uniform Com-
mercial Code has been enacted, paperwork for recosd-
ing loan transactions will be greatly simpified.

Endorsers, Co-makers, and Guarantors .
Borrowers often get othor people to sign a note in order

* to bolster their own credit. These ~:lorsers are con-
- tingently liabie for the note they s.:.. If the borrower

- the note good. Sometimes, the endoraer may be asked to
. T 68

fails to pay up, the bank-expects the endorser to make

pledge assets or-securities too..

- A co-maker is one who creates an obligation jointly - —

with the borrower. In such cases, the bank can coliect
directly from either the maker or the co-maker.

A guarantor is one who guarantees the payment of a
note by signing a guaranty commitment. Beth private
and government lenders often require guarantees from
officers of corporations in order to assure continuity of
effective management. Sometimes, a manufacturer will
act as guarantor for customers.

Assignment of Leases

The assigned lease as security is similar to the
guarantee, It is used, for example, in some franchise
situations.

The bank lends the money on a building and takes a
mortgage. Then the lease, which the dealer and the
parent franchise company work out, is assigned so that
the bank automatically receives the rent payments. In
;hla manner, the bank is guaranteed repayment of the
oan.

Warehouse Recoipts

Banks also take commcdities as security by lending
money on a warehouse receipt. Such a receipt is usually
delivered directly to the bank and shows that the mer-
chandise used as security either has been placed in a
public warehouse or has been left on your premiser
under the control of one of your employees who is
bonded (as in field warehousing). Such loans are
generally made on staple or standard merchandise
which can be reddily marketed. The typical warehouse
receipt loan is for a percentage of the estimated value of
the goods used as securtiy.

Trust Receipts and Floor Planning

Merchandise, such as automobiles, appliances, and
boats, has to be displayed to be sold. The only way
many small marketers can afford such displays is by
borrowing money. Such loans are often secured by a
note and a trust receipt.

This trust receipt is the legal paper for floor planning. It
is used for serial-numbered merchandise. When you

sign one, you (1) acknowledge receipt of the merchan-
dise, (2) agree to keep the merchandise in trust for the
ban'l;; and (3) promise to pay the bank as you sell the
goodus. - -

Chattei ﬁdﬁsqu
If you buy equipment such as a cash register or a

- delivery truck, you may want to get a chattel mortgage

loan. You gi,v_e the bank a lien on the equipment you are

buying.
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——The bank-also evaluates the present.and future market .

value of the equipment being used to secure the loan.
How rapidly will it depreciate? Does the borrower have
the necessary fire, theft, property damage, and public
liability insurance on the equipment? The banker has to
be sure that the borrower protecte the equipment.

Real Eetete :

Real estate is another form of collateral for long-term
loans. When taking a real estate mortgage, the bank
finds out: (1) the location of the real estate, (2) its
physical condition, (3) its foreclosure value, and (4) the
amount of insurance carried on the property.

Accounts Receivable

Many banks lend money on accounts receivable. In ef-
fect, you are counting on your cuetomere to pay your
note, ;

The bank may take accounts receivable on a notification
or a nonnotification plan. Under the notification plan,
the purchaser of the goods is informed by the bank that
his or her account has been assigned to it and he or she
is asked to pay the bank. Under the nonnotification
plan, the borrower's customers continue to pay you the
sums due on their accounts and you pay the bank.

Savings Accounts

Sometimes, you might get a loan by assigning to the
bank a savings account. In such cases, the bank gets an
asignment from you and keeps your. passbook. If you
assign an account in another bank as collateral, the lend-
ing bank asks the other bank to mark its records to
show that the account is held as collateral.

Life Insurance

Another kind of collateral is life ineurance Banke will
lend up to the cash value of a life insurance policy You
have to assign the policy to the bank.

If the policy is on the life of an executive of & small cor
poration, corporate resolutions must be- made authoriz-
ing the assignment. Most insurance companies allow
you to sign the policy back to the original beneficiary
when the assxgnment to the bank ende x :

Some people like to use life insurence as collateral
_rather than borrow directly from insurance companies.
_ One reason is that a bank loan is often more convenient

...to obtain and. usually may be obtained et a lower in-
terest rate . : -

. Stocks end Bonds -
.~ If you use stocks end bonds as collateral they must be

‘marketable. As a protection against market declines and
possible expensee of' liquidation, benks usuelly lend no

more than 75 percent of the market value of high grade
stock. On Federal Governinent or municipal bonds, they
may be willing to lend 90 percent or more of their

market value.

The bank may ask the borrower for additionel security
or payment whenever the market value of the stocks or
bonds drops below the bank’s required margin.

What Are the Lenrder’s Rules?

Lending institutions are not just interested in loan :
repayments. They are also interested in borrowers with -
healthy profit-making businesses. Therefore, whether or
not collateral is required for a loan, they set loan limita-
tions and restrictions to protect themselves against un-
necessary risk and at the same time against poor anage-
ment practices by their borrowers. Often -some owner-
managers consider loan limitations a burden. ’

Yet others feel that such limitations also offer an oppor-
tunity for improving their management techniques.

Especially in making long-term ioans, the borrower as
well as the lender should be thinking of: (1) the net earn-
ing power of the borrowing company, (2) the cepabil**y ‘
of its management, (3) the long range prospects of the
company, and (4) the long range prospects of the in-
duatry of which the company is a part. Such factors
often mean that limitations increase as the duration of
the loan increases.

What l(imls of Limitations?

The kinds of --nitations, which an owner-manager finds
set upon the comipany depends, to a great extent, on the

" company. If the company is a good risk. only minimum _

limitations need be set. A poor risk, of course, is dif- .
ferent. Its limitations should be greater than those of a
stronger company.

‘ Look now for a few moments at the kinds of limitations

and restrictions which the lender may set. Knowing
what they are can help you see how they affect your
operations.

The limitations which you will usually run into when
you borrow money ara:

(1) Pepayment terms.

. @ “Pledglng or the use of security.

(.3‘)‘.Periodic reporting.
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and other private lending institutions, as well as the
Small Business Administration, require a loan applica-
tion on which you list certain information sbout your
business.

For the purposes of explaining s loan application. this
Ald uses the Small Business Adm:nistration's application
for a loan (8BA Form 4 not included). The SBA form is
more detalled than most bank forms. The bank has the
advantage of prior knowledge of the applicant and his or
ber activiti:  “ince SBA does not have su.h knowledge.
itsformisn,  detailed. Moreover. the longer maturities
of SBA losns ordinasily will necessitate more knowledge
about the applicant.

Before you get to the point of filling out a loan applica-
tion, you should have talked with an SBA represen-
tative, or perhaps your accountant or banker, to make
sure that your business is eligible for an SBA loan.
Becawse of public policy, SBA cannot maks certain
types of loans. Nor can it make loans under certain con-
diticus. For example, if you can get a loan on
reasonable terms from a bank, SBA cannot lond you
money. The owner-manager is also not eligible for an
SBA loen if he or she can get funds by selling

aseets which his or her compeny does not need

in order to grow.

When the SBA representative gives you a loan applics-
tion, you will notice that most of its sections (" Applica-
tion for Loan"—SBA Form 4) are sell-explanatory.
However, some applicants have trouble with certain sec-
tions because they do not know where to go to get the
necessacy information.

axtion 3—*“Cellateral Offered” is an sxample. A com-
pany’s books should show the net value of assets such
s business real estate and business machinery and
oquipment. “Net”’ means what you paid for such asests
less depreciation.

If an owner-manager’s records do not contain detailed
informetion on business collateral, such as resl sstate
end and equipment, the bank sometimes can
oot &t from your Federal income tax returns. Reviewing
the depreciation which you have taken for tax purposes
on such collsteral can be helpful in arriving st the value
od theoe assets.

If you are & good manager, you should have your books
belanced monthly. However, some businesses prepare
balance shests less regularly. in filling cut your
“Belence Shest as of ) Fiscal Year Ends
" rememb:e thet you must show the condition
of you business within 60 days of the date on your losn -
application. It js best to get expert sdvice when working
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up such vital information. Your accountant or banker
will be able to help you.

Cash Budget
(Por three months, ending March 31, 18 ____)

Janvary

Budget

Expecied Cash Receipis:

Actual

February
Budget

Actusl

March
Budget

Actual

1, Cash seles

2. Collections on accounts recsivable

3. Other income

4. Total cash receipts

Expecied Cash Payments

S. Raw materials

6. Payroll

7. Other lactory expenses (including maintenance)

8. Advertising

9. Selling expense

10. Administrative expense (including salary of owner-
manager)

11. New plant and equipment

12. Other payments{taxes. including estimated income
tax; repayment of loans: interest: etc.)

13. Total cash payments

14. Expected Cash Balance st beginning of the month

13, Cash increase of decrease (ltem 4 minus item 13)

16. Expected cash balance at end of month (item 14 plus
item 18}

17. Desired working cash balance

18. Short-term loans needed (item 17 minus item 16, if
item 17 is larger)

19. Cash available for dividends, capital cash expen-
ditures, and/or short investments (item 16 minus item
12, if item 16 i3 larger than item 17)

Capital Cash:

20. Cash available (item 19 sfier deducting dividends,
otc.)

21. Desired capital cash (item 11, new plant equipment)

2. hmlamnndd(mnlnomzo.mm
mhhnoﬂlnn 20

1
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ain, if your records do not show the details necessary
working up profit and loss statements, your Federal
come tax returns may be useful in getting together

cts for the SBA loan application.

nsurance

BA also needs information about the kinds of in-
urance a company carries. The owner-manager gives
these facts by listing various insurance policies.

1

- Personal Finances
SBA also must know something about the personal
financial condition of the applicant. Among the types of
information are: personal cash position; source of in-

. come including salary and personal investments; stocks,
bonds, real estate, and other property owned in the ap-
plicant’s own name; personal debts including install-
ment credit payments, life insurance premiums, and so
forth.

Evaluating the Application

Once you have supplied the necessary information, the
next step in the borrowing process is the evaiuation. gf _

Ta o n

your application. Whether the processing officer is in a
bank or in SBA, the officer considers the same kinds of
things when determining whether to grant or refuse the
loan. The SBA loan processor looks for:

(1) The borrower’s debt paying record to suppliers,
banks, home mor:gage holders, and other creditors.

(2) The ratio of the borrower’s debt to net worth.
(3) The past earnings of the company.
(4) The value and condition of the collateral which the

borrower offers for security.

The SBA loan processor also looks for: (1) the
borrower’'s management ability, (2) the borrower's
character, and (3) the future prospects of the borrower's
business.

.Copies of this Ald are available free from SBA. P.O. Box 15434, Fort Worth, 'i'x-mm. Aids may be condensed or reproduced. They may not be

ltered to imply approval by SBA of any private organization, product or

service. If material is reused, credit to SBA will be appreciated.
72 :
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Open a Checking Account

Ihe Business Checking Aacount

You need a business checking account to pay the expenses of your business.
It is important to have a good system for paying your bills and recording
your expenses., Besides the business checkbook, you may want to keep a file
of your unpaid business bills and use the daily cash sheet for keeping
financial records.

It is important for every hame-based business owner to open a business
checking account. There are three steps involved in using a checking
account.

First: Deposit revenue fram the business into the account.
Second: Write checks to pay business expenses.

Third:s Check the monthly bank statement to make sure your
record of deposits and payments agrees with the
bank's record; adjust any inconsistencies with the
bank if there is eny discrepancy.

Every time you write a business check, fill out the checking account record
which is used to recer< deposits and payments. On the check write the
date, the name of the person or group receiving payment after the words,
"pay to the order of", and the amount of the payment in both mmbers and
words. You may want to make a notation in the space allowed for a memo.
Most important, you must put your signature on the check. The following is
an exanple of a correctly written check.

Little Stars Conpany 1248
235 South Sky Road

Qur Town, State 00101 Sepk lo 1980

Pﬂmmmmtm_,_&qﬁm <52

Eire ond Yoo Tollars
Happy Valley Bank
Our Town, State 00101

T—

fron Home Entrepreneurship: Instructional
Materials in the Operation of a Sumall

Business from the Home, Susan F. Weis and
Kay S. O'Brien, Pennsylvania Department of
Education, Bureau of Vocational Education,
Harrisburg, PA, June, 1983,
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Aruitoxt provided by Eic:

Sample Application for a Checking Account

individual, Joint . Checking O Sevings O i
ACCT » AMOUNT DATE
TRUST COOL
M Y NAM []
3.3. OR TAX &
- ~ V NA J
DATE OF 3iRTH
1] NAM us-
ZERO BAL COOC
STNEET-ROUTE 1LIMIT 38 CHARACTERST EVCLE COOL
ACCT TYPL 37CC00¢
CITY-STATE ILIMIT ] 219 ¢ooL
Short name NOLO ST w7 E
) o
Signoture WOLO AMOUNT b4
o
. . S
Signatyre OATE LASY ACTIVE o
H
Signeture ACCRUEO INTEREST
| -

RLOSEER Lo . -

Another Example

(T e ey i,

in conferm o the By-Laws
lmm':hupumurm and agree to ' y or ey

Membership Ser. Sre. No.
Rligibility Tax ldem. .:l."

A=t = Side One

S e o me avame——

Side Two ~

" Eah Joini owner shoult sign
“B* Porm FCU 150-133 Rev. /80 ;. -

o= 114




Goal 6.0 To understand recordkeeping

Competencies:

6.1
6.2
6.3
6.4
6.5

Keep effective business records
Keep records for tax purposes
Collect local sales taxes

Pay social security taxes
Conpute 1040 and Schedule C
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Keep Effective Records

Leeping good records helps you successfully manage your business. Even
though it may seem like a lot of work, you must keep records of your
business expenses and income on a daily, weekly, mnthly, quarterly and
yearly basis.

Information provided by good records includes:
An accurate, éumnt assessment

--of sales

-~of operating costs
--of fixed costs

--of variable costs
--of inventory levels
--of credit totals

Data to assess growth

—~compared to previous year(s)
-~campared to goals

A basis for comparing the performance of your business with the
.performance of similar businesses

Data for financiai statements for investors and creditors
Information to prc’epaie and substantiate

--tax returns
--goverment reports

Control method

--for stock levels
--for lnvento:y

from Home Entrepreneurship: Instructional
Materials in the Operation of a Small

Duaipess from the Home, Susan F. Weis and
Kay S. O'Brien, Pennsylvania Department of
Educaticn, Bureau of Vocational Education,
Harrisburg, PA, June, 1983, '
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Plan For The Future

Information on future business needs can be obtained fram:

Directory of Business, Trade and Public Organization
Office of Advocacy

Washington, DC -

(202) 083-6533

Secure Information to Keep Current

Secure trade publications that are related to a particular area.
Information end addresses can be obtained fram related magazines and trade
journals. Contact local wholesale conpanies and businesses.

Write Sales Receipts

Sales receipts are available fram local business supply stores, New England
Business Supply and Drawing Board, Dallas, TX,

Complete Purchase Orders
The Purchase Qrder
The purchase order is used to order goods from suppliers. The order form
must supply some necessary information:

name and address of the supplier

name and address of the purchaser's business
purchase order mmber and date

required del ivery date

delivery method

quelity, quantity and description of units or items
cost of each umit

subtotal cost of each category oy of units

freight '

total cost of entire order

.rmm_mmnmgmmuuumm
Materials in

Busineas from the Hoae, Susan F. Weis and

Kay S. O'Briern, Pennsylvania Department of :
—eeeee—n . Education, Bureau of Vocational Education, . ..

Harrisburg, PA, June, 1983.
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Sample of Purchase Order Form

FURCHASE (RDER
Fram_mm_@mn Dates___fFeb ), 1980
Little Stwno (Co. Purchase Order No.:__ [T
ship Tbx_ﬁﬂgiﬂ/’\blm”‘ Required Delivery Date:fh I5,98
3553 Ky loed  snip Vies_ VS Powel
Quantity Unit Description Unit Cost Total Cost
200 —dezen | dried flowers 1.20 240,00
100 dogen | potpourrf .90 90,00
e
Subtotal — 330,00
Tax (6%) 19,80
- Total 349.80
Signature: QMW”” Marn
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kit Recordkeeping Systems - Small Store and Trade Service

This Small Business Bibliography, No. 15 Recordksepir.g
Systems—Sinall Store and Service Trade. is a revision and
replaces all previous editions. The systems are listed in
two sections: “Systems Designed for Use in any Retail or
Service Establishments' and "'Systems Designed for Use in
Specific Retail and Service Trades.” Publishers and others
may submit to SBA information about new systems in this
field and changes in listings presently included. for
consideration when this Bibliography is again revised or
reprinted. The author of the introductory article, Nathan
H. Olshun. CPA, is a partner of Olshan & Olshan, Certified
Public Accountants in Washington, D.C. Systems listings

" for this Bibliography were piepared by staffme  ~rs of
the Support Services Section.

Recordkeeping

This publication contains a list and brief description of
recordkeeping systems which can be used by operators of
sinall retail und service trade establishments. It is intended
primarily for proprietors of very small businesses who are
interested in obtaining u set of records which can be

_ maintained by persons with little or no experience or
training in bookkeeping or accounting. The systems listed
can be kept by the small business owner or by an emplovee
with ordinary clerical ability. It would be advisable,

. however. to thoroughly understand the system before
undertaking to maintain it. This can be accomplished by
having an accountant review and teach the system to the
one who will maintain it.

The Importance of Recordkeeping .

For the individual just going into business. experience
clearly indicates that an adequate recordkeeping system
helps increase the chances of survival and reduces the
probability of early failure. Similarly. for the established
business owner. it has been clearly demonstrated that a
good recordkeeping system increases the chances of
staying in business and of earning large profits.

" How do accounting records decrease the chances of failure
and increase the likelihood of staving in business and of
- earning larger profits?

This can best be answered by listing some of the
- information a simple but adequate system of records can
furnish: :

How mu« 1 business (cash and credit) am I doing? How
much is tied up in receivables?

~How-are-my-collections? What are my losses from credit ——

sales? Who owes me money? Who is delinquent? Should |
. continue to extend credit to delinquent accounts? How
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soon can | anticipate realizing a return on my accounts re-
caivable?

How much cash do | have on hand and in the bank? Does
this amount agree with what records tell me 1 should have.
or is there a shortage? How much is mv investment in
merchandise? How often do | turn over my inventory?
Have I allowed my inventory to become obsolete?

How much merchundise did [ take out of mv store tor
personal or family use which affects my gross profit calcu-
lations?

How much do [ owe my suppliers and other creditors?
Have I received all ot my outstanding credits tor retuened
merchandise?

How much gross profit (marging did {earn?

What were my expenses. including those not requiring
cash outlays?

What is my weekly payroll? Do I have adequate payroll
records to meet the requirements of Workers Compen-
sation. Wage Hour Laws, Social Security. Unemployment
Insurance and Withholding taxes?

How much net profit did [ earn (and how much resultant
income taxes will l owe)?

What is my capital: that is, of my total assets. how much
would be left for me after paying my creditors in full?

Are my sales. expenses. profits. and capital showing
improvement or did I do better last vear than this? How do
I stand as compared with two periods ago? Is my position
about the same, improving. or deteriorating?

On what lines of goods or in what departments am [
making a profit. breaking even. or losing money?

Am [ taking full advantage of cash discounts for prompt
payments? How do my discounts taken compare with my
discounts lost?

How do the financial facts of my business compare with
those of similar businesses?

Rocnrdkoobing and Sound Management

questions it is known whether something is wrong, and. if
80, what has caused unfavorable conditions. By knowing

When the.business-owner can-answer-these-and-simitar——



that sales declines or sales of unprofitable items, slow
collections, overinvestment in inventory, or that rising
expensas are trouble areas. corrective action can be taken
that will do the most good. By spotting these trouble areas
promptly. correction can be attempted before serious or
permanent damage is done.

it is practically impossible to negotiate for a business loan
from a bank without properly prepared financial
statements. It may even be difficult to secure credit in any
form without statements. Bankers and other credit grantors
need to study the business owner's balance sheet and
income statement in order to decide whether credit should
be extended. Sometimes audited financial statements are
required; the recordkeeping system must provide the basis
for these statements.

Government Requirements

Probably equally as important as the management and
credit importance of financial statements. is the
requirement by Federal and local Government agencies for
adequate records. The responsibility for maintaining
records and proving their accuracy falls on the taxpayer.
Federal and local income taxes, pavroll taxes, sales taxes,
personal property taxes, and an increasing number of other
laws and regulations require certain reports which are
casier to prepare and substantiate if the figures are
organized by a good recordkeeping svstem.

Records backing up Government requirements must be
available during the audit period. Record retention will
depend upon tne Statute of Limitations set forth by local
und Federal law. It is important to consult an attorney as to
the requirements of governing statutes. Because of the
cumulative volume of required records. storage and
retrieval can become burdensome. Many business owners
are microfilming their old records, and microfilming
service centers are being called on to solve this problem.

Types of Recordkeeping Sysiems
A number of “‘one-book " recordkeeping systems are
available. Some are prepared with instructions and forms

designed far specific kinds of business: while others are for

small business use in general. In addition to

the systems listed below. some trade associations.
manufacturers, and wholesalers offer specially designed
recordkeeping svstems to their dealer customers. These
svstems. as well as the ones listed in this publication, are
prepared to meet the general recordkeeping needs of a
large variety of retail and service trade establishments.
The owner of a business will often find it desirable to
obtain specialized assistance to help adapt such systems
to special requirements. '

accountants. These professionals are listed under
appropriate headings in the yellow pages of any local
telephone directory. For complete listings. you may
request membership rosters from the American Institute of
Certified Public Accountants, 1211 Ave. of the Americas,
New York, N.Y. 10036 and National Society of Public
Accountants. 1010 North Fairfax Street. Alexandria. VA
22314. Phone (703) 549-6400.

Public accountants also render many accounting services,
such as auditing. preparation of reports for Government
agencies, tax planning, analysis of financial reports, and a
variety of specialized management advisory services.

U.S. Small Business Administration
Publications

Many of SBA's management publications discuss the
necessity for keeping adequate records and the services
available from public accountants. Most of these
publications are slanted toward a certain phase of business
operation or a specific kind of small business.

Listings of currently available publications may be requested from SBA,
P.0. Box 15434. Ft. Worth. TX 76119, Ask for list 113A Free Publications
and 118B For-Sale Publications.

Examples of relevant publications include:

Accounting Services for Small Service Firms (MA 1.010)
Keeping Records in Small Business (MA 1.017)
Association Services for Smoll Business (MA 7.002)
Free. Listed in 115A.

A Hondbook of Small Business Finonce. Small Business Management
Series No. 18. For sale. 1158B.

Financial Recordkeeping for Smoll Stores. Small Business Management
Series No. 32. For sale. 115B.

 The Rdle of Public Accountants

- The installation of accounting systems and the preparation

of tax returns is a service commonly rendered by public

Q
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Keep Records For Tax Considerations

Tax Considerations

11

If you use your hame as the location for your business, you are allowed to
charge a pro-rated amount of the costs for operating and mintaining your
hame as a legitimate business expemse.

To teke a deduction for using part of your hane in business, that part must
be used "exclusively" and "regularliy"”

As your principal place of business. Factors to consider in deciding
if your hame is your prinecipal! place of business include the total
time you regularly spend doiny :our work there, the degree of your
business activity there, and tia relative amount of incame you get
fram doing business at hame.

As a place where you meet or cwal with your patients, clients, and
customers {n the normel course of your trade or business, even though
you may carry on business in enother location, or

In connection with your trade or business, if you are using a separate
structure that is not attached to your house or residence, such as a
gargage, barn or studio. This arructure does not have to be your
principal place of business or ti:e place where you meet clients,
customers, or patients, ’

You nust keep records that provide infcxration needed to figure your tax
deductions. You should keep all evidenze of expenses paid on your hame.
You must be able to show the part of your hame used for the business, that
you use it exclusively and/or regulariy, and the amount of depreciation and
other expenses for keeping up your business,

"Exclusive use" means that you must use a specific part of your hame only
for the purpose of carrying out your trade or business. If you use part of
your hame as your business office and aiso use it for personal purposes,
you do not met the ex:lusive use test.

"Regular use" means that you use the exclusive business part of your hame
on a continuing basis. The occasionel c# incidential business use of a
part of your hame does not meet the regular use test even if that part of
your hame is used for no other purpnse.
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Two exceptions to the exclusive use test are: the use of part of your hame
for the storage of inventory, and the use of part of your have as a day
care facility. However, you nust regularly use a part of your hame for

these purposes.
Storage of Inventory
You may dcduct expenses if you meet the following IRS tests:
The inventory must bc kept for use in your trade or business,

Your trade or business must be wholesale or retail selling of
products. .

Your home must be the only fixed location of your trade or
business. -

'lhé storage space must be used on a regular basis.

The space used must be separetely identifiable space suitable for
storage.

Day Care .
You may deduct expenses if you meet the following IRS tests:

You must be in the trade or business of providing day care for
children, for persons 85 or older, or for persons who are
physically or mentally unable to care for themselves, and

You must have applied for, been granted, or be exempt fram having
a license, certification, registration, or approval as a day care

center or as a family or group day care hame under any applicable
state laws.




Figuring Usage of the Home

Same of the éxpenses of operating your business fram your hame are figured
on the area-usage basis, and others are figured w!:h the time-usage basis.

Area Basis
Divide the area used for business by the total area of your hame.

For example, if 120 square feet is the total area of your hame that is used
for the business, and 1,300 square feet equals the total area of your hame,
then ten percent of your hame is used by the business:

120 sq. ft. _
1,200 sq. ft. 10%

The perCenfage réte you get after you divide the area of your business by
the area of your hane is what you use to figure your business expenditure
deductions. ‘

Compare the total time you use the business area to the total time that
particular business area of your home can be used for all purposes. This
can be computed by either comparing the mumber of hours the space is used
for business purposes in a week (168), or you mey compare the hours of
t(:usinegs use for the tax year with the muber of hours in your tex year
8,780). :

For example, you use your basement to care for children on an aversge of 8
hours a day, 5 days a week.  During the other 16 hours, the family can use
the basement. During the year, you use your basement as a day care '
facility for a total of 2,000 hours (251 days x 8 hours). The basement can
be used 8,760 hours, (24 hours x 365 days) during the year. Only 22.92
percent (2,000 divided by 8,760) of the expenses of ' ur hasement are
business expenses. You may deduct 22.92 percent of aiy ¢'rect expenses for
the basement. However, only 22.9% percent of the base en- part of your
indirect expenses are business ezpenses. If the basem .t 1s 25 percent of
the total area of your hame, you may deduct 5.73 percen. (22.92% of 25%) of
your indirect expenses. . C

Day cﬁie facilities must figure their deductions using the time usege
basis.

83



Business Expense Deductions

There is one overriding rule on hare business expenses: yeur total
deduction for business use of your hame cannot be more than the gross
income you derive fram the business use of your hane. In other words, you
may not have a loss resulting from the business use of your hame.

1.

3.

Direct Expenses

Expenses directly related to the business use of your hame are fully
deductible, unless it is used for day care services or for same other
less-than-exclusive use. ‘

Indirect Expenses

Expenses you have for keeping up and running your entire hame,
benefiting both the business and personal parts of your hame, are
indirect expenses. Usually, real estate tares, mortgage interest,
casualty losses, rent, utilities and services, insurance, and repairs
are indirect expenses. The business part of these expenses is
deductible.

Indirect expense deductions are figured by multiplying indirect
expenses by the percentage of your hame used for the business.

Example: Utilities = $8,000 per year,
and you use 10% of your hane for business.
$8,000 x 10% = $800

Six hundred dollars is the allowable business deduction.
Depreciation

Depreciation is another indirect expense but it is handled differently.
Capital expenditures and depreciation may be figured in different

ways.
Accelerated Cost Recovery System (ACRS)

For any property placed in use after 1980, you must use the ACRS,
Using ACRS, tangible property is depreciated using three-year,
five-year, ten-year, or fifteen-year recovery periods, depending on the
type of property being depreciated. Homes fall into the ten-year or
fifteen-year class, and most other business assets used will fall into
the three or five-year claszes.

The deduction is figured by multiplying your "unadjusted basis" in the
property by a specified percentage. (The "unadjusted basis" is
basically your initial cost with no adjustment for depreciation.) The
percentage varies fram year to year during the recovery period. There
are also options to take longer recovery periods undor an alternate
ACRS method. For further details obtain a copy of IRS publication 587,
"Business Use of Your Home" by calling 1-800-542-7890.
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Straight Line Depreciation

If you purchased your hame before 1980, you will normally use straight
line dopreciation. This is figured by multiplying the lesser of the
"adjusted basis" of your hame or its fair market value at the time you
change it to husiness use (excluding land value), by the part used for
business, then dividing by its useful life.

To figure the "adjusted besis" at the time you change your hame to
business use, you add your original costs, plus any capital
improvements, and subtract eny deductions you mey have claimed on the
hame. You must deduct the cost or value of the land, because land is
not depreciable.

Example: You bought a home for $55,000 with land valued at $10,000.
You use 10 percent of your hame for business and estimate that the
useful life of your hame is 30 years. Your business depreciation is
$150 per year.

{55,000 - 10,000) x 10% = $150
30

NOTE: If you sell your hame after taking a business deduction on the
depreciation, you must recognize any capital gain or loss an that
business portion regardless of whether you buy another hame or not.

Tax booklets are available fram the IRS toll free Zenith 3700.

fram Qperating a Home Business in
Mashington State, Washington State Office
of Small Business, 101 General
Administration Building, Olympia, WA 98504,

May, 1985.
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Collect Local Sales Taxes

Contact your local, city or town government concerning any local sales tax
and a sales tax number.

Pay Social Security Taxes

Contact the IRS for information booklets. Toll free Zenith 3700.

Complete Personal Income Tax Forms

W-4 and W-2 forms are available fram the IRS. Toll free Zenith 3700,
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1040 T miisestmmame oo 1985

Fuhmm 1-Decomber 31, ms.umunm . 1985, ending .19 . I OMB No. 1545-0074
Use Your first name and initiel (H joint return, 8iso give spouse’s name and indtial) Last name Your soclai security number

Lﬂ.“ John & llarx Dough YYY iYY YYYY
Other- hmmm(mmmmmmmnmw.mml route) Spouse’s socisl security number
"“:-“ 2245 Flour Street 222 21 1111
print City. town or post office, state, and ZIP code Yowroccupation Baker-SeTT Employed
ortype. | Loaf, Alaska - 99X XX Spouse's occopation HOE COOKTe
Doyouwant$ltogotothisfund? . . . . . . . . . . .
Eloction Campaign ’ ioyl:tuntur: doo:oyourspouumnt $1 to go to this fund?. ",:,fﬁ'.',"%’.,,’:’.“,ﬁ.‘; o
1 Single [ For Privacy Act and Paperwork Reduction Act Notics, see Instructions,
Filing Status 2 K| \iamied fitng oint return ven i only one had income)
Check only 3 Married filing ssparate return. Enter spouse’s socisl security %o, above and full name here.
one box. 4 Head of housshold (with qualitying person). (See page S of Instructions.) If the qualifying person is your unmarried child
but not your dependent, write child’s name here.
] Qualifying widow(er) with dependent child (year spouse died 19 ). (See page 6 of Instructions.)
6a Yourself 65 of over Blind Enter aumber of
Exemptions b X sSpouse 65 of aver Blind } e, L2
Abways check ¢ Firstnames of your dependent chikdren who lived with you - l gﬁmg:* >
%b'::"h e d First names of your dependent children who did not live with you (: 6). m:::m.
na your you (see page
?&'7‘."&‘%'»23 (f e 1905 greamas,chackhare L1 ) SR -
. [ ] w
i (1 Nome_ Dionts | oo | siodrane | et  Et ente
>
Add numbers
t_Total number of exsmptions claimed (aiso completeline36). . . . . . . . . . . . . . . mwahi:u »
7 Wages, salaries, tips, etc. (AttachForm{))W-2). . . . . . . . . . . . . . .. 4
Income 8 Interestincome (slsoattach Schedule Bifover$400) . . . . . . . . . . . . . 8 00
. Passeatiach 9a Dividends (ai50 attach Schedule 8 if over $400) 9 Exclusion ____|
FormsW-3.W.2G, ¢ SubtractlineSbfromlineQaandentertheresult. . . . . . . . . L 9%
andW-2Phere. 10 Taxable refunds of state and local income taxes, if any, from the worksheet on page 9 of Instructions, | 19
Ifwudonothavo 11 AMimonyreceived . . . . . . . . . . . . . ... 11
2,38 12 Businessincomeor(ioss)(attachScheduleC). . . . . . . . . . . . .. . .. 12 | 50.850 (00 |
nstructions. 13 Capitalgainor(loss)@itesScheduleD) . . . . . . . . . . . . . . .. .. 13
14 40% of capital gain ceetributions not reported on line 13 (see page 9 of Instructions) . . . . |14
15 Othergains or(leses) (attach Form4797) . . . . . . . . . . . . . . . .. 13
16  Fully taxable pensions, IRA distributions, and annuities not reported on line 17 (see page 9). . | 16
17 Other pensions and annuities, including rollovers. Total received [ 179 | 1
b Taxable amount, if any, from the workshest on page 10 of Instructions . . . . . . . . 17
l_- 18 Rents, royalties, partnerships, estates, trusts, etc. (attach Schedule£) . . . . . . . .
19 Farmincomeor(ioss)(attach ScheduleF) . . . . . . . . . . . . . . . .. 14 ]
20a Ummpbymmmmlﬂon(lmmu) Totalreceived . . 208 ]
Please b Taxableamount, if any, from the worksheeton page 10of instructions . . . . . . . . . -
Srmoney 218 Social sacurity benefits (see page 10). Total received, . . . L21a] o
order here. b Taxable amount, if any, from worksheet on page 11. { frimivg
2 i - astructions)
2 Other mwnﬁﬂmn P‘e‘ﬁ"m'anent Fund Dividend 2,000 100
23 _Addlines 7through 22 Thisisyourtotalineome . . . . . . . . . . . » |23 53,000 00
24 Moving expense (sttach Form 39030r 3903F) . . . . . 24
Adjustments 25 erpiopee business expenses attach Form 2106). . . . . 28
o Income 26 IRAdeduction, from the worksheeton page12 . . . . . 26 2,250
(See 27 Keoghretirementplandeduction . . . . . . . . . . 27
Instructions 28 Penaltyon earlywithdrawslotsavings . . . . . . . . 28
on page11.) 29 Alimony paid (rcipeet’s st same "
sociolsocurityon. | | ) 29
30 Mmm.wmmmmmmm %
31 Addlines 24 through 30. Thesdareyourtotaladjustments . . . . . . . . . . . » [N 2,250 00
g e P e S | 50,750 o




Form 1040 (1985) Page 2
33  Amountfromline 32 (adjustedgrossincome). . . . . . . . . . . . . . . . .. 3 m.zsg_nn_
Tax 348 ifyou itemize, attach Schedule A (Form 1040) and enter the amount from Schedule A, line26 . . | 348
Compu- Cautien: If you have rmed income and can be claimed as a dependent on your parents’
tation return, chack here > LI and see page 13 of instructions. Also see page 13 if you are married'
filing a separate return and your spouse itemizes deductions, or you are a dual- mtuulhn
(See b it you do not itemize but you made charituble contributions, enter
Instructions your cash contributions here. (if you gave $3,000 or more to any
on page 13 oneorganization, seepagel14) . . . . . . . . . . . . | 34b 50 00
¢ Enter your noncash contributions (yew mest attach Form 8283 if over $500) |_34¢
¢ Addlines34band 34c.Enterthetotsl . . . . . . . . . . 4 50 00
e Dividetheamountontine 34dby 2. Entertheresulthere . . . . . . . . . . . . . .,
35  Subtractline 34a or line 34e, whichever applies, from line33 . . . . . . . . . . . .
38 Multiply $1,040 by the total number of exemptions claimad on line 6f (seepage 14) . . . . .
37 Taxable Income. Subtract line 36 from line 35. Enter the result (but not less than zero) . .
38 Entertax hers. Check it from [X] Tax Table, ] TaxRate Schedule X, Y, orZ, or L] ScheduieG
39 mmomlm(s.opaauotmmm)mmmmwml:lrumawo
O forma972, or Orormsses. . . . . . .. . ... ... ... 39
40 Addlines38and39.Enterthetotal . . . . . . . . . . . . . . . . . ... ‘» | 40 12,744 DO
41  Credit for child and dependent care expenses (attech Form 2441) | 41
Cradits 42 Credit for the eiderly and the permanently and totally disabled
(See (attach Schedube R) . . . . . . . . . . . . . .. 42
instructions 43 Residentisl energy credit (attach Form 5695). . . . . . . | 48
onpageld) 44 nmmwwmmmummummmm “
43  Addlines 41 through 44. These are your tctal personalcredits . . . . . . . . . . . . L4
46 Subtract line 45 from line 40. Enter the result (but notlessthanzero) . . . . . . . . .. Las /4
47  Foreigntaxcredit(sttachForm1116) . . . . . . . . . .
48 General business credit. Checkiffrom [ Form 3800,
O Forma468, [X Formsess, [ Fomears. . . . . [48 3,000{ 00
49  Addlines 47 and 48. These are your total businessand othercredits . . . . . . . . . . 49 3,000, 00
50  Subtract line 49 from line 46. Enter the resuit (but not fessthanzero) . . . . . . . . . » [ 80 9. 744100
81 Seif-employmenttax(attachScheduleSE). . . . . . . . . . . . . . . . .. . L8 3':'0'3'9"4'0_
Other 52  Altemative minimum tax (attachForm6251). . . . . . . . . . . . . . . . .. L2
Tuxes 83  Taxfrom recapture of investment credit (attach Form4255) . . . . . . . . . . . . . |53
(Including 84  Soclal security tax on tip income not reported to employer (attech Form4137) . . . . . . . | 54
AdvanceEiIC 58 TaxonaniRA(attachForm5329) . . . . . . . . . . . . . . . .. .. .1 88
Payments) 86  Addlines 50through55. Thisisyourtotaltax . . . . . . . . . . . . . .. . p|8e 12,
87 Federsiincometaxwithheld . . . . . . . . . . . . . | 57
Payments 55 1985 estimatedtaxpaymentsandamount applied from 1984 retum 12,000
$9 Eamedincomecredit(seepagel) . . . . . . . . . .
N W e g0  AmountpaidwithForma868 . . . . . .
and W-2pP 61  Excess soclal security tax and RRTAtuwlthheld (twoormm
to front. .
employers) . . . . . . . . . ... [ ]]
62  Credit for Federal tax on gasoline and special fuels (attach Form 4136) | €2
63  Regulated Investment Company credit (attach Form 2439) . . .
64 Addlines 57through 63. These are your totalpayments . . . . . . . . . . . . bl ea 12,000 (00
65  ifline G4 is larger than line 56, enteramount OVERPAID . . . . . . . . . . . . »| 68
Refundor g5 Amountottine6StobemEFuNDEDTOYOU . . . . . . . . . . . ... .. (]
Amount g7  Amouniofline 65 tobe spplied toyour 1986 estimatedtax . . . » L&z 1 |
You Owe g5 fine 56 is larger than ine 64, enter AMOUNT YOU OWE. Attach chack or money order for full smeunt
paysbile %0 “Interal Revenue Service.” Write your social security number and 1985 Form 104" onk . . B | 68" 783 {40
D L itForm2210(2210F) is sttached. 17.  Penslty: $ l_
Pl.‘” wm:m&%.lwmnlmwmmm ny;tgm“ myﬁu&hmudkam
Sign | '
Here ’ Your signature Dete Spouse’s signature (1 ling Joitly, BOTH must sig)
Date Preparer's social sac no.
Paid Wm’} cwtncm O ; L"'"'
Firm’s name (or E.l. No. !
Ul TS ) e
Q

*ummmuu 1006483071 11 15005 1000

101

!
B
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SCHEDULE C Profit or (Loss) From Business or Profession OMB Mo 1545-0074
{Form 1040) : (Sole Proprietorship)
Department of the Treasury _— Partnerships, Joint Ventures, etc., Must Fils Form 1065. ' 'ﬂ @85
Internal Revenue Service (@ | B> Attachto Form 1040 or Form 1041. B> See Instructions for Schedule C (Form 1040). 09
Name of proprietor Secial sacurity number

John Dough YYY YY Yyyy
A Pnincipal business or profession, including product or service (see Instructions) B Principal business code from page 2

Bakery -- Bread
C Busnessnameandaddress p» JOhn's Bakery D Employer ID number

X :
€ Method(s) used to value closing inventory: X Ix i X Ix l X I X : ” x
) O Cost (2 X1 Lower of costor market (3) O Other (attach explanation) Wi iR

F Accountingmethod: (1)l Cash (2003 Accrusl  (3) 13 Othercspecity) B> ... ooooo e
G Was there any change in determining quantities, costs, or vatuations between opening and closing inventory?. .
If "Yes," attach explanation.

M Did you deduct expenses for an officeinyourhome? . . . . . . . . . . ... L L
' m income :

18 Grossreceiptsorsales . . . . . . . . .. .. ... R 166,900 |00
b Less:Returnsandallowances . . . . . . . . . . . . ... e 1b 578 |00
¢ Subtractline 1b from line 1a and enter the balancehere . . . . . . . e e el 166_:_322 _O_L
2 Cost of goods sold and/or operations (from Partiil,fine8) . . . . . . . . . . . . . .. ... 2 42,500 (00
3 Subtractline 2 from line 1c and enter thegrossprofithere. . . . . . . . . . . . . . . . . . 3 123,822 100
4 a  Wincfall Profit Tax Credit or Refund received in 1985 (see Instructions) . . . . . . . . . . . . 4a
b Otherincome . . . . . . . . . . v v R 4
5 _Addlines 3.4a.and 4b. Thisisthegrossincome . . . . . . . . . . . . . ... >l S 123,822 100
Deductions
6 Advertising. . . . . . . . . . 250100 | 22 Pension and profit-sharing plans .
7 Bad debts from sales or services (Cash ’ 23 Renton businessproperty . . . . 9,600 |00
method taxpayers, see Instructions) |__| 24 Repairs . . . . . . . . . . | — 200 ﬂ_
8 Bank .ervicecharges. . . . . . . | 72[00 ‘28 Supplies (not included in Part il below) 500 [00
9 Carandtruckexpenses . . . . . . 566 W 26 Taxes (Do not include Windfall
10 Commissions . Profit Tax here. See line 30.) . . . 800 |00
11 Depleton . . . . . . . . . . 27 Travel and entertainment .
12 Depreciation and section 179 deduction L. 28 Utilities and telephone . . . . . 6,250 |00
from Form 4562 (not included in Part It} 29 » Wages . . 15,000| 00
below) . . . . . . ... . 5,000/00 b Jobscredit .
13 Duesandpublicatons . . . . . . 200}00 ¢ Subtractline 29bfrom29a . . . 15'000 00
14 Employee benefit programs . . . . 1,200]100 | 30 windtall Profit Tax withheld in 1985
15 Freight (not included in Part Il below) . 10,000]00 31 Other expenses (specify):
16 Insurance . . . . . . . . . . 6,000 00 A,
17 Laundry and cleaning . e _%_Lgﬂ'..& O
18 Legaland professional services . . . ,000100 € eeeiinnncnnananes  eeeean
19 Mortgage interest paid to financial L
institutions (see instructions) . 12'990 00 L RN
20 Officeexpense. . . . . . . . . 1V N
81 Otherinterest . . . . . . - : [
. 32 Add amounts in columns for lines 6 through 31g. These are thetotaldeductions . . . . . . . . . |32 715,972 100
33 Net profit or (loss). Subtract line 32 from line 5 and enter the result. If a profit, enter on Form 1040, line 12, ’
and on Schedule SE, Part |, line 2 (or Form 1041, line 5). !f a loas, you MUST goon toline34 . . . . . . 33 47,850 |00

34 i you have aloss, you MUST answer this question: *'Do you have amounts for which you are not at risk in this business (see Instructions)?" D Yes D No
If "Yes," you MUST attach Form 6198. !f **No," enter the loss on Form 1040, line 12, and on Schedule SE, Part |, line 2 (or Form 1041, line 5).

I Cost of Goods Soid and/or Operations (See Schedule C instructions for Part I1)

1 Inventory at beginning of year (if different from last year's closing inventory, attach explanation) . . . . . 1 6.000 {00

2 Purchases less cost of tems withdrawn forpersonaluse . . . . . . . . . . . . . . . . . . 2 424-0_0_0__0_0_

3 Costof labor (do not include salary paidtoyourself) . . . . . . . . . . . . . . e e 3

4 Matenalsandsupplies . . . . . . . . . 0 . e e e e e e e e e e 4

8 Othercosts . . . . . . . . . . . e T 5

6 Addlines 1through5. . . . . . . e e, 6 48,000 (00

7 Less: Inventorytendofyedr . . . . . . . . . .. w 7 5.500 (00
o ® Coat of goods sold and/or operations. Sublract line 7 from line 6. Enter here and in Partl,line 2, above. . . | 8 42,500 [00

1040 Instructions. .
040 e 8102 W
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Step 1 Ccde Code
Soe Specific] 4317  Other home.furnishing stores Business and/or personal services
Major Business Categories Aemt!vln (::m.!lwm , drapes,
Step 7617 Legal services (or lawyer)
Production (construction, maenufacturing, mining), Mm' 4333 Music and record stores 7633 Income tax pnparatug:
custom or contract productionseivices . . . . A and garden 7658 Accountmgand bookkeeping
Agncuttural services (excluding farming), forestry, mﬁ.m . [} m'm hardware, 7674 .am;m'suweymg and
e S B S I, R st1s Busiogmatwassosws | 7630 Masgeman, constin. o
ipaper ic relations
practices and for farm production . . . . . ¢ 4432 Paint guss. and wallpaper s 7716 Avetiang, sxcopt direct mal
Retari m«—mnqmywauammmwmw ° 4473 Nurseries and garden supply stores | 7732 Empby"n.\'tnt lg';ncnesand
households . . rsonnel sy
Serving food of dnnk 'y Other retali steren 7757 E.oznugutcv an%pdaud ?rming.
. e e e e p n
Real estate, insurance, finance, and reisted services . . . K 4614 Used merchendiseandantique |3 gouioment. ,’.‘,‘.{,‘..,.:.‘:.'2?,3
Tvmmtnon. cunmunutiom. pubuc Utilities, and nlmd ' 4630 Gift, novelty, and souveni shops 7914 ::WC:T.D:;:';L::& o ive)
, e e 4658 Florists Millm
Prov-dmg | pmmuonal and business mbu not 4671 Jewely stores 7880 a’,"’"
egories. . ., . . e e e 4697 Sporting and bicycle shops buminess services
included in the above cat ] Pt muﬁ“ Personatservices
4838 hobb, w.&.m mnhos 8110 Beauty shops(ov beautician)
4853 Camersa supply stores
St.pz Code pro B s 3353 kel phicportrats)tudnos
38 F except logging 01 WWMM 8516 Shoe repair and shine services
Production (Including 2238 Forestry, 5017 exciuding newsstands rops ne serv
A Custom or Contract 0836 5033 stores 8532 Funeral services and crematories
Production Services) 22719 hunting, and trapping 332 Fabric and needlework stores gggz hlddalyﬂms facilities
Code Wholesale Trade—3elling| =000 ;u..m(m‘w...., 8730 T ortutorin
except
Construction and buliding trades | 0 Goods to Other 5834 stores 8785 Cou g (axcept heatth
0018 Oparativebuiders buiciogfor own Businesses, Government, a1 ﬁmmmnu chaplains
account) or Institutions, etc. Real Estate, 6882 Othar personal sarvices
General contractors Durable geods, including E insurance, Finance, Automotive sarvices
8824 Residential b‘:ﬂ:‘lll‘ metals, and Related Services 8813 Automoﬁmantal or leasing,
2 Nonretidential buiiding 5512 Reel estate nd managers
75 nd street construction | 2618  Selling for your own : 8839 Parking, except valet
003809 ”Mwy. c;mtmctc von (pipe 2634 Agent or broker for other fims— | 8538 Operators mﬁm 8854 Gom?u‘l automotive repairs
laylll.bﬂdl'comtrudion.m) more than S0% of gross saleson |, %mmmmmml 8870 Smiallg:automotwue?m;s)
comm e, repairs, paint, etc
Inchoting repmr o ndursble goods, inchuding | 5710 mm)mm haiadh- o4 '“',°'¥;°"p": services (wash,
food, fiber, chomicais, etc. owing, etc
0232 Plumbing, heating, air Londitioning 5736 mm and services lscell i
0237 Famting, paoar hanging. decorating | 2000 Smig IO e orotes s — | 5751 ﬁumyamr’:ommmmmn. Computary " fePeln excent
G298  Mmonry. plaserag. sone, e oy PR | 5777 Glarrneae s wna | 019 DY and sk scupmentwar
it i ' . r 4 uipment repair
04%3 Ro:wpc'n :?\:'st.\nQMIM - finencial activities 9050 Reuphoistery and furniture repai
04558 Cont:: work n Retall T';Mllﬂl 2881 Other equipment repair
0828 Otver buking lride contractors ot [ T tion, Medical and heaith services
(excavation, demoiition, etc.) 3012 Seling door-to-door. by F Communications, Public | 9217 Physicians and surgeons (MD's)
Wﬂm‘ including printing mobilﬂllit m or from g.“"“ ’ Related 3533 &:‘::pt:thicphysicilnnnd
. sndp 3038 Catalogor mail order surgeons
Bak selling at retail machine Taxicabs 9274 Chiropractors
0838  Oiharoa rojucsand bvwages | 057 ;QMFMSQ:N: 8313 Bus and imousine transportation 9290 Qptometrats
0653 Textile mill products Showroom, or Other Fixed Trucking (except trash collection) 9415 Registered and practical nurses
0679 Apparel and other testile products Location 6510 Trash collection without own dump | 3431 Other licensed heaith practitioners
0695 Leather, footware, handbags, etc. €336 Public warshousing 9456 Dental laboratories
0810 Furniture and fixtures . Food, baverages, and drugs 6551 Water transportation 9472 Nursing and personal care facilities
0836 Lumber and other wood products 3079 " Eating places (mesis or snacks) 6619 Ak tion 9886 Clinics and other heaith services
&5 .':."{,‘:',".',,’d";’..'.’.“d"',';ﬂ;"u‘m 3093 D ";“"(’w’c ggg Trivel agw s and tour operators Amussment and recreational
Other transportation and rela
0893 Chemicals and allted products rocery stores (general l satvi services
1016 Rubber and plastics products Sﬁig g.umwllunml ne) 6676 Communication services 9613 Video tape rental stores
{83; g:om . clay, t.I maluts r‘(:v'otlm:u 3238 Other food stores (meat, produce, | 6692 Utitities, including dump, ggg hoﬂg:bon p;:tuu tgtntmdw
Imary metal us! w. m_) W.‘t wcu"m& ete. or motion picture an
1073 Fabncated metal products activities
1o deminma s, |57 ot 33 Sty o e
ric and electr ncoqu ofessional sports and racing,
1313 Transportation equipment Automotive and service statiens Services (Providing including pmm"&m and man‘lgﬂs
1339 Instruments and related products | 3319 New car dealers (franchised) a Personal, Professional, 9811 Theatrical performers, musicians.
1883 Other manutactuning industries 3338 Used car deslen and Business Services) ag:"nts. producers, and related
Other dealers services
Mining and mineral extraction | 3517 (motorcycles, recrestional vehicles, Hotels and ether lodging places | 9837 Other amusement and recreation
1337 G mmines fie) 7096 Hoteis, motels, and tourist homes sarvces
}552 o.?.ln";':‘.? gga ﬂeam*m.m“'m“ parts 21 Mn" mw’ houses 8888 Unable to classify—Explain
1719 Quarrying and nonmetallic mining General merchandiss, apparet, 7237 Campe and camping parks
B Agricultural Services, 371% \."-"‘WM 7419 o laundries and d
. Forestry, and Fishing 3731 Other ganeral merchandise stores M i
1917 Soil npmﬂonumcu : Shoe 7438 ou.., cleaning, and
1933 Crop services | 3772 Mens' and boys' clothing stores "m' %o
1938 v.tmrynwm.lncludlum 3913 Womens' stores 7450 tery cleaning
1974 Livestock breedi 3939 Family clothirg stores 7476 ted services
e et emant | 1530 Coregorearard ocemion i house. 4 wndow
arm » .
Q . services . o7 i 3996 TV, sudio, snd tlectronics ) .
-12 ; Hortultute and landscaping - 4119 Housshold appliance gores i e
R (3 et e, |
; A L '90\\‘,.1 alwummommwmeu 11000~ H3.003 1 910TITS
Ithised o -t

Schedule C (Form 1040) 1968

Codes for Principal Business or Professional Activity
Review the major business categories listed in Step 1 and ﬂnd the

one which best describes your type
activity. The appropriate catqory will direct you to specific actMty

of business or

or profession that is the principal source of your s.les or receipts.
fgge 1 of Schedule C. (Note: /f
m farming activities, you
should file Schedule F (Form 1040), Farm Income and Expenses,)

Enter this 4 digit code on line B on
your principal source of income is

2
codes in Step 2. Select the activity code that identifies the business

A

G



CHEDULE SE Computation of Soclal Security Self-Employment Tax | ove . 15450074

Form 1040)
P> See Instructions for 2chedule SE (Form 1640).
mwm P> Attach to Form 1040 ﬂ®85
mofldlwmm(umomonmummyum Social ber of
John_Dough _ seitomployed persons. | YYY . YY : YYYY

ENE Regular Computation of Net Earnings From SQIf-Employmolrt

Note: /f you performed services for certain churches or church-controlied nizations and you are not g7
ominlsmora member of a religious order, see the instructions. e

1 Net farm profit or (loss) from Schodulo F (Form 1040). line 39 and farm purtnouhlpu. Schedulo K—
(Form 1065), line 13a ..

2 Net profit or (loss) from Schedule C (l-‘orm 1040), line 33, Schedule K-l (Form 1065), line 13a (other
than farming), and Formy W=2 wages of $100 or more from an electing church or church-controlled
organization. (See instructions for other income to report.). . . .
Note: D Checkhonifyouonmp!lransolf-omploymemmonyournmimsasamlnister.
member of a religious order, or Christian Science practitioner because you filed Form 4361.
&oimtructiomforklndsofinmotonport.Ifyouhaveothorumimof“OOor more that are
subject to self-employmont tax, incl..Je those )38 82rnings on line 2.

Optional Computation of Net Earnings From Sel Seif-Employment

. (See “Who Can:Use Schedule SE™)

Generally, this part may be used.only if you meet any of the following tests:
A Your gross farm income (Schedule F (Form 1040), line 12) was not more than $2,400; or
B8 Your gross farm income. (Schoduh F‘(Form‘lMO). line 12) was more than $2,400 and your net farm pro:its (Schedule
F (Form 1040), line 39) were less than $1,600; or
C Your net nonfarm profits (Schedule C (Férm 1040), line 33) were less than $1,600 and aiso less than two-thirds (35)
' of your gross nonfarm income (Schedule C (Fdrm 1040). line 5) .
— See nstructions for other limitations. . _ N
} Maximum income for optional methods . . . ? A 3, 1,600 JUC
| Farm Optional Method—If you meet test A or B above, enter: the smaﬁv f-thirds (2) of gross farm
income from Schedule F (Form 1040). line 12, and farm pnrtnerships. Sch lqK—l (Form 1065), line
13b;0r$1600 . . . . . . . . I
) Subtract fine 4 from line 3 . 4” ¥ 5

' Nonfarm Optional Method—If you meet test c above enter tho smallest of two-thirds (Va) of gross
nonfarm income from Schedule C (Form 1040), line 5, and Schedule K~1 (Form 1065), line*13¢c (othor

than farming); or $1,600; or, if you electad the farm optional method, the amountontline5 . . . 6
SIII Computation of Social Security Self-Employment Tax
' Enter the amount from Part 1, line 1, or, if you elected the farm optional method, Part i, lined . . . . [ 7
! Enter the amount from Part |, line 2, or, if you elected the nonfarm optional method, Partil, line6 . . . |8 47,850 {00

' Add lines 7 and 8. If less than $400, do not fill in the rest of the schedule because yuu are not subject to sef-
employment tax. (Exception: If this line is less than $400 and you are an employ2e of an electing church or
church-controlled organization, complete the schedule unless this line is a loss. See instructions) . . . 9 47,850 |00

' The largest amount of combined wagrs and self-employment earnings subject to social security o
railroad retirement tax (Tier 1) for 1985is . . . . R (. 32,400 (00
a Total social security nd tips from Forms W-2 and railroad returoment

compensation (Tier 1), . Government employees whose wages are
only subject to the 1. 3596 haspiul insurance benefits tax (Medicare) and
employees of certain church or church-controlied ommn ns should not 0
include those wages on this line (see instructions) . lla
b Unreported tips subject to social security tax from Form 4137 lino 9 or 0
_torailroad retirementtax(Tier1) . . . . . . . . . ., . . .[(llb
¢ Addlinesllaand11b . . . . . . . . . . . . . . . . .0 e
a Subtractline 11cfromiine10. . . . 12a
b Enter your “qualitied” U.S. Government wages if you are required to use tho worksheet in Part lll of
the instructions. [12b] L]

¢ Enter your Form W-2 wages from an electing church or church-controlled organization.

22¢ | [
Enter the smaller of line9orline12a . . . . 13 100
If line 13 is $39,600, fill in $4,672.80 on line 14 Othorwiso. multiply line 13 by 118 and ontor tho
‘resultonline 14 . .- Ve . 20935
Self-employment tax. Enter this afnount on Form 1040 line 51 . e e e U 3 40
O rwork Reduction Act Notice, mFﬂm 1040 Im " Schedule SE (Form 1040) 1985
[KCmmnmm‘ 3107, o 91 104




Goal 7.0 To understand insurance

Competencies.

7.1 Identify types of insurance
7.2 Determine the best insurance coverage and rates
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Insurance Checklist for Small Business

Summary

There may be ways of strengthening your insurance
program that have not occurred to you. The purpose of
this A:d is to help you find out. To this end, a checklist is
provided that will help you identify areas in which im-
provement may be possible. It will also serve as a guide
for the discussions you should have with a qualified
agent, broker, or other insurance counselor.

The points covered are grouped under three general
heads: coverages that are essential for most businesses:
coverages that are desirable for many firms but not
absolutely necessary: and coverages for employee
benefits.

The checklist is followed by a brief discussion of four
basic steps that are necessary for good insurance
management: (1) Recognize the risks to which you are
exposed. (2) Follow the guides for buying insurance
economically. (3) Have a plan. (4) Get professional
advice.

Some small business owners look on insurance as if it
were a sort of tax. They recognize that it is necessary but
consider it a burdensome expense that should be kept at
a minimum. Is this view justified?

Not if you take a more conservative approach. You can
use insurance to get many positive advantages as well as
the negative one of avoiding loses. Used correctly.
insurance can contribute a great deal to your success by
reducing the uncertainties under which you operate. It
can reduce employee turnover, improve your credit at the
bank, make it easier to sell to customers nn favorable
terms. help keep your business going in case an insured
peril interrupts operations. The potential benefits of good
insurance management make it well worth your study and
attention.

How It Works

Insurance has been defined as a system in which
"winners pay losers.” Those who are lucky enough to
avo.d loss contribute through premium payments to the
unlucky ones who do suffer loss. If vou never collect from
your insurance. consider vourself ahead. because then
you are one of the winners. If you suffer a loss for which
you are insured. vou have the security of knowing that the
other members of the insurance system will relieve you of
most of your burden. ‘ :

1].8. 8mall Business Administratio
Number 2.018 on

In this sense. you come out ahead either way. Your
premiums are the price you pay for the freedom from
worry about economic loss from conditions outside your
control.

But insurance itself becomes the subject of worry for
many small business owners. This Aid is designed to help
you lessen this worry.

A Checklisi

The points covered in the checklist are grouped under
three general classes of insurance: (1) coverages that are
essential for most businesses. (2) coverages that are
desirable for many firms but not absolutely necessary.
and (3) coverages for employee Denefits. For each of the
statements, put a check in the first answer column if you
understand the statement and how it affects your
insurance program. Otherwise. check the second column.
Then study your policies with these points in mind and

- discuss any questions you still have with your agent.

Essential Coverages

Four kinds of insurance are essential: fire insurance.
liability insurance, automobile insurance, ard workers'
compensation Insurance. In some areas and in some
kinds of businesses. crime insurance, which is discussed
under “Desirable Coverages.” is also essential.

Are you certain that all the following points have been
given full consideration in your insurance program?

Fire Insurance

No Look
aclion nto
needed  this

1. You can add other perils—such as
windstorm, hail, smoke, explosion. vandal-
ism. and malicious mischief—to your basic
fire insurance at a relatively small addition-
al cost.

2. If you need comprehensive coverage.
your best buy may be one of the all-risk
contracts that offer the broadest available
protection for the money.

ERIC L ¥
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3. The insurance company may indemnify
you—that is, compensate you for your
losses—in any one of several ways: (1) It
may pay actual cash value of the property at
the time of loss. (2) It may renair or replace
the property with material of iike kind and
quality. (3) It may take a// the property at the
agreed or appraised value and reimburse
you for your loss.

- 4. You ¢an insure property you don't own.
You must have an insurable interest—a fi-
nancial interest—in the property when a
loss occurs but not necessarily at the time
the insurance contract'is made. For instance,
a renair shop or drycleaning plant may carry
insurance on customers' property in the
shop. or you may hold a mortgage on a
building and insure the building although
you don't own it,

5. When you sell property, you cannot
assign the insurance policy along with the
property unless you have permission from
the insurance company. '

6. Even if you have several policies on
vour property. you can still collect only the
amount of your actual cash loss. All the
insurers share the payment proportionately.
Suppose. for example. that you are carrying
two policies—one for $20,000 and one for
$30.000—on a $40,000 building, and fire
causes damage to the building amounting to
$12.000. The $20.000 policy will pay $4,800:
that is.

20‘000. or _2. of $12.000.
50.000 5

The $30.000 policy will pay $7.200;

30.000 . or 3

50.000 5

that is of $12.000.

7. Special protection other than the stand-
ard fire insurance policy is needed to cover
the loss by fire of accounts. bills, currency,
deeds, evidence of debt, and money and
securities.

o N A -
U B T U "
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8. If an insured building is vacant or unoc-
cupied for more than 60 consecutive days.
coverage is suspended unless you have a
special endorsement to your policy cancel-
ing this provision.

9. If, either before or after a loss. you
conceal or misrepresent to the insurer any
material fact or circumstance concerning
your insurance or the interest of the ir:*-ired.
the policy may be voided.

10. If you increase the hazard of fire, the
insurance company may suspend your cov-
erage even for losses not originating from
the increased hazard. (An example of such a
hazard might be renting part of your building
to a drycleaning plant.)

11. After a loss, you must use all reason-
able means to protect the property from
further loss or run the risk of having your
coverage canceled.

12. To recover your loss. you must furnish
within 60 days (unless an extension is grant-
ed by the insurance company) a complete
inventory of the damaged, destroyed, and
undamaged property showing in detail quan-
tities. costs, actual cash valus. and amount
of loss claimed.

13. If you and the insurer disagree on the
amount of loss. the question may be ie-
solved through special appraisal procedures
provided for in the fire-insurance policy.

14. You may cancel your policy without
notice at any time and get part of the premi-
um returned. The insurance company also
may cancel at any time with a 5-day written
notice to you.

15. By accepting a coinsurance clause in
your policy. you get a substantial reduction
in premiums. A coinsurance clause states
that you must carry insurance equal to 80 or
90 percent of the value of the insured proper-
ty. If you carry less than this, you cannot
collect the full amount of your loss, even if
the loss is small. What percent of your loss
you can collect will depend on what percent
of the full value of the property you have
insured it for.

94 107
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16. If your loss is caused by someone
else’s negligence, the insurer has the right to
sue this negligent third party for the amount
it has paid you under the policy. This is
known as the insurer's right of subrogation.
However. the insurer will usually waive this
right upon request. For example, if you have
leased your insured building to someone and
have waived your right to recover from the
tenant for any insured damages to your
property, you should have your agent re-

quest the insurer to waive the subrogation -

clause in the fire policy on your leased
building.

17. A building under construction can be
insured for fire. lightning, extended cover-
age. vandalism, and malicious mischief.

Liability Insurance

1. Legal liability limits of $1 million are no
longer considered high or unreasonable even
for a small business.

2. Most liability policies require you to
notify the insurer immediately after an inci-
dent on your property that might cause a
future claim. This holds true no matter how
unimpurtant the incident may seem at the
time it happens.

3. Most liebility policies, in addition to
bodily injuries, may now cover personal in-
juries (libel, slander, and so on) if these are
specifically insured.

4. Under certain conditions. your business
may be subject to damage claims even from
trespassers.

5. You may be legally liable for damages
even in cases where you used “reasonable
care.”

6. Even if the suit against you is false or
fraudulent, the liability insurer pays court
costs. legal fees, and interest on judgments
in addition to the liability judgments them-
selves,

7. You can be liable for the acts of others
under contracts you have signed with them.
This liability is insurable.

No
action
needed

Look
into
this

8. In some cases you may be held liable
for fire loss to property of others in your
care. Yet, this preperty would normally not
be covered by your fire or general liability
insurance. This risk can be covered by fire
legal liability insurance or through request-
ing subrogation waivers from insurers of
owners of the property.

Automobile Insurance

1. When an employee or a subcontractor
uses a car on your behalf. you can be
legally liable even though you don't own the
car or truck.

2. Five or more automobiles or motorcy-
cles under one ownership and operated as a
fleet for business purposes can generally be
insured under a low-cost fleet policy against
both material damage to your vehicle and
liability to others for property damage or
personal injury.

3. You can often get deductibles of almost

any amount—say $250 or $500—and thereby
reduce your premiums.

4. Automobile medical-payments ' insur-
ance pays for medical claims, including your
own, arising from automobile accidents re-
gardless of the question of negligence.

5. In most States, you must carry liability
insurance or be prepared to provide other
proof (surety bond) of financial responsibili-
ty when you are involved in an accident.

6. You can purchase uninsured-motorist
protection to cover your own bodily-injury
claims from someone who has no insurance.

7. Personal property stored in an auto-
mobile and not attached to it (for example,
merchandise being delivered) is not covered
under an automobile policy.

Worker’s Compensation

1. Federal and common law requires that
an employer (1) provide employees a safe

No
action
needed
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shut down your business—such as salaries
to key employees, taxes. interest, depreci-
ation. and utilities—as well as the profits
you would lose.

2. Under properly written contingent busi-
nese-interruption insurance. you can also
ocollect if fire or other peril closes down the
business of a supplier or customer and this
interrupts your business.

3 The Mmo';lnmmpuon pollgn:ro-
vides paymeats amounts you s o
hasten the reopening of your business after a
or other insured peril.

g

4. You can get coverage for the extra ex-
penses you suffer if an insured peril, while

3. Burglary insurance can be written to
cover. in addition to money in a safe. inven-
toried merchandise and damage incurred in
the course of a burglary.

HE
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In addition to burglary and robbery. it cov-
ers other types of loss by theft, destruction.
and disappearance of money and securities.
It also covers thefts by your employees.

6. If you are in a high-risk area and cannot
get insurance through normal channels with-
out paying excessive rates. you may be able
to get help through the federal crime insur-
ance plan. Your agent or State Insurance
Commissioner can tell you where to get
information about these plans.

Glass Insurance

1. You can purchase a special glass-insur-
ance policy that covers all risk to plate-glass
windows. glass signs. motion-picture
screens. glass brick. glass doors. showcases.
countertops. and insulated glass panels.

2. The glass-insurance policy covers not
only the glass itself. but also its lettering and
ornamentation. if these are specifically in-
sured. and the costs of temporary plates or
boarding up when necessary.

3. After the glass has been replaced. full
coverage is continued without any addition-
al premium for the period covered.

Rent Insurance

1. You can buy rent insurance that will
pay your rent if the property you lease be-
comes unusuable because of fire or other
insured perils and your lease calls for con-
tinued payments in such a situation.

2. If you own property and lease it to
others. you can insure against loss if the
lease is canceled because of fire and you
have to rent the property again at a reduced
rental.

Employee' Benefit Coverages

No
action

nesded
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Insurance coverages that ::an be used to provide employ-
ee benefits include group life insurance. group health
insurance, disability insurance. and retirement income. an employee only for time lost because of

N 1

Kei/-man insurance protects the company against finan-
cial loss caused by the death of a valuable employee or

partner.

Group Life Insurance

1, If you pay group-insurance premiums
and cover all employees up to $50.000. the
cost to you is deductible for Federa! income-
tax purposes. and yet the value of the bene-
fit is not taxable income to vour employees.

2. Most insurers will provide group cover-
ages at low rates even if there are 10 or
fewer employees in your group.

3. If the employees pay part of the cost of
the group insurance. State laws require that
75 percent of them must elect coverage for
the plan to qualify as group insurance.

4. Group plans permit an employee leav-
ing the company to convert group-insurance
coverage to a private plan, at the rate for
his/her age. without a medical exam, within
30 days after leaving the job.

Group Health Insurance

1. Group health insurance costs much less
and provides more generous benefits for the
worker than individual contracts would.

2. If you pay the entire cost, individual
employees cannot be dropped from a group
plan unless the entire group policy is can-
celed.

3. Generous programs of employee bene-

fits. such as group health insurance, tend to
reduce labor turnover.

Disability Insurance

1. Workers' compensation insurance pays

N"
LIRGT)
needed
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work injuries and work-related sickness—
not for time lost because of disabilities in-
curred off the job. But you can purchase. at a
low premium. insurance to replace the lost
income of workers who suffer short-term or
long-term disability not related to work.

2. You can get coverage that provides em-
plovees with an income for life in case of
permanent disability resulting from work-
related sickness or accident. ——

Retirement Income

1. If you are self-employed. you can get an
income tax deduction for funds used for
retirement for you and your employees
through plans of insurance or annuities ap-
proved for use under the Employees Retire-
ment Income Security Act of 1974 (ERISA). e e

2. Annuity contracts may provide for vari-
able payments in the hope of giving the
annuitants some protection against the ef-
fects of inflation. Whether fixed or variable.
an annuity can provide retirement income
that is guaranteed for life.

Key-Man Insurance

1. One of the most serious setbacks that
can come to a small company is the loss of a
key emplovee. But vour key employee can
be insured with life insurance and disability
insurance owned by and payable to your
company.

2. Proceeds of a key-man policy are not
subject to income tax, but premiums are not
a deductible business expense.

3. The cash value of key-man insurance
which accumiilates as an asset of the busi-
ness. can be borrowed against and the inter-
est and dividends are not subject to income
tax as long as the policy remains in force.

Organizing Your Insurance Program

A sound insurance p_rqtgétion plan is just as important to
. the success of your .business as good financing, market-

N Y

ing. personnel management. or any other business func-

tion. And like the other functions. good risk and insurance
management is not achieved by accident. but by organi-
zation and planning. A lifetime of work and dreams can

be lost in a few minutes if your insurance program does

not include certain elements. To make sure that you are

covered, you should take action in four distinct ways:

1. Recognize the various ways you can suffer loss.

i..’. Following the guides for buying insurance economical-
. ¢

3. Organize your insurance-management program.
4. Get professional advice.

Recognize the risks. The first step toward good protection

is to recognize the risks you face and make up your mind

to do something about them. Wishful thinking or an it-

can't-happen-to-me attitude won't lessen or remove the

gossibility that a ruinous misfortune may strike your
usiness.

Some businesses wili need coverages not mentioned in

the checklist. For example, if you use costly professional . .~

tools or equipment in your business, you may need spe-

cial insurance covering loss or damage to the equipment
and/or business interruption resulting from not being able
to use the equipment.

Study insurance costs. Before you purchase insurance.
investigate the methods by which you can reduce the
costs of your coverage. Be sure to cover the following
points:

1. Decide what perils to insure against and how much
loss you might suffer from each.

2. Cover your largest loss exposure first.
3. Use as high a deductible as you can afford.

4. Avoid duplication in insurance.

5. Buy in as large a unit as possible. Many of the “pack- .

age policies” are very suitable for the types of small
businesses they are designed to serve. and often they are
the only way a small business can get really adequate
protection,

6. Review your insurance program periodically to make
sure that your coverage is adequate and your premiums.

are as low as possible consistent with sound protection. -

Have a plan. To manage your insurance program for good

coverage at the lowest possible cost, you will need a -
definite plan that undergirds the objectives of your busi-

ness. Here are some suggestions for good risk and insur- ...

ance management: -




Vrite down a clear statement of what you expect you think the probability of their occuring is very small. If

rance to do for your firm. the probability of loss is really smali, the premium will

' also be small.

elect only one agent to handle your insurance. Having

e than one may spread and weaken responsibility. 7. Keep complete records of your insurance policies, pre-
miums paid, losses, and loss recoveries. This information

‘an employee or partner is going to be responsible for will help you get better coverage at lower costs in the

' insurance program, be sure he/she understands the future.
onsibility.

8. Have your property appraised periodically by inde-
o everything possible to prevent losses and to keep  pendent appraisers. This will keep you informed of what
e that do occur as low as possible. your exposures are, and you will be better able to prove
what your actual losses are if any occur.
on't withhold from your insurance agent important

'mation about your business and its exposure to loss. Get professional advise about your insurance. Insurance

it your agent as a professional helper. is a complex and detailed subject. A professionally quali-
. fied agent, broker, or consultant can explain the options,
on’t try to save money by underinsuring or by not recommend the right coverage, and help you avoid finan-

ring somne perils that could cause loss, even though  cial loss.

s of this Aid are available free from SBA, YP.O. Box 15434; Fort Worth, TX 76119. Aids may be condensed or reproduced. They may not be
d to imply approval by SBA of any private organization, product or service. If material is reused, credit to SBA will be appreciated.

oU.S, GPO: 1988-861-423/10058




Goal 8.0 To understand purchasing

Competencies:

8.1
8.2
8.3
8.4

Locate and select suppliers
Identify purchasing agreements and discounts
Determine shipping methods

Balance quantity purchasing with storage and
inventory considerations

Keep inventory records

“ 2
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Understand Purchasing

As the owner of a hame-based business you will need to understand the
purchasing requirements of your particular business. You will need to
develop an effective purchasing system that meets the demands of operating
your business, whether it sells products or services. Service businesses,
such as a dressmeking service, sell services, not products, so only a
limited inventory is needed to run the business.

Products being stored waiting to be sold or utilized in production are
called inventory. The inventory represents money that is "tied up" or
invested in the business. This is money that is not free to be used for
other business needs. The momey "tied up" in inventory will not be
regained until a sale is made. This is why hame business owners must
understand the needs of their particular business. After careful thought
and thorough investigation am inventory system should be tailored to
effectively supply the requirements of the business operation.

An important rule to remember when meking purchases is to have access to
multiple sources. If you can, establish at least two or more supply
sources for every item of supply or service. Consider, on the one hand,
that with multiple supply sources cheances are increased that you will be
able to get the best price and on-time delivery. On the other hand,
suppliers. seem to favor loyal customers with preferential treatment.
Suppliers who ‘know.you personally can be a source of helpful information.
For example, they may be able to give you useful news or special bargain
offers, or tell you about significant developments in your business area.

The Chamber of Commerce in your region may provide access to information

regarding manufacturers, wholesalers, and suppliers in your area. Set up
your purchasing system with either manufacturers or wholesalers who will

have goods that will satisfy your customers' standards.

Selecting Suppliers

Businesses selling goods to other businesses are called suppliers. A
hame-based business owner may be able to purchase directly fram a
manufacturer who mekes the kind of product needed for use in his or her
business enterprise. Products needed for use in a business may be
purchased fram a wholesaler or middlemen who buys fram the menufacturer and
sells to retailers. Wholesalers customarily sell goods cheaper than
retailers, but usually only in large quantities.

Many suppliers offer credit terms which present the business person with
the option.of getting a discount by paying cash at the time of purchase.
No discount may: be given in exchange for paying the bill within a specified
time period. For the privilege of paying over an extended period of time,
the hame entrepreneur can expect to pay an interest charge.
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Buying Policy--Decision Factors

When planning to purehué supplies and products for your hame-based
Iv:':siness, you must base your buying decison on: What, Where, How, and
en.

khat To Buy?

Modern marketing progrems are built around the "marketing concept,"” which
directs managers or owners to focus their efforts on identifying and
satisfying their customer's needs--at a profit. To use the marketing
concept, a hame-based business should:

Determine the needs of their custamers.
Analyze their competitive advantages.
Select specific markets to serve.
Determine how to satisfy the needs.

To decide what goods you need in your hane-based business, you will need to
study the customers you want to reach; then decide what they want and
need. .

Service oriented businesses need to decide which suppliers have the
products and services that will help their amall business perform in the
best possible way. Order products and materials that reflect the
customer's needs.

How Much To Buy?

In order to save money, the quantities purchased should be as small as
possible to comfortably satisfy the needs of your business, yet not so
small that you are left unsupplied at a critical moment. Too large a
purchase ties up nmoney that might be more productively used elsewhere to
enable your business to function more effectively. You don't want money
tied up for too long a time in goods waiting to be used or sold. You have
to learn how to do a "balancing act."” It takes a little experience to get
to know just how much is the right amount.

hhen To Buy?

As a hame-based business owmer, you will probably have to buy supplies
several weeks or months before you need them, expecially if you have to
allow time for a long distance delivery. Same goods needed in your
business everyday should be ordered regularly. Other goods related to the
season should be ordered only at certain times of the year. Having a good
system for timing orders is very important for your business.
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Bhere To Buy

As a hame-based business person, you have to decide which supplier is best
for you. Quality, price and service are three things to consider carefully
when choosing a supplier.

Qual i ty

--Satisfy the customer's taste.
--Satisfy the customer's budget. _
--Satisfy the customer's standard of acceptable quality.

Price

--Make a sales effort to sell quality.

--Bring the advantages of quality to the customers' attention;
customers usually favor quality over low price if the
advanteges of quality are brought to their attention.

--Find the supplier offering the best quality at the lower price.

--Reflect the supplier's cost in your price to the customer.

--Consider all the costs of the business operation when setting
prices.

--Set prices so you meke a profit.

The Inventory System

Home entrepreneurs may wish to study several inventory techniques, and then
decide upon a system that will best satisfy their style of business
operation. The trial and error method will lead the way to the most
efficient system.

Here are same points to consider incorporating into your inventory system.
Keep a running inventory, using a card file for current data.

Keep records to aid in the prampt and systematic filling of customer
orders. _

Account for all your bﬁsiness related items, to help you determine
prices and taxes.

Keep accurate records of what inventory is stored, where it is stored,
and why it is stored.

Maintain your inventory in good condition; damsged inventory results
in econamic loss. '

Check your inventory once or twice every year:

Determine the amount of inventory.
Determine the quality of inventory items.
Meke decisions about product changes.
Determine what is stored.

Decide what to do with stored items.
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You will want to keep an inventory card for each product item used in your
business or sold by your business. As you receive a shipment fram a
supplier, meke up an inventory card. The card should record:

o what the item is

o who is the supplier

¢ when you received the shipment
o how many items were received

On the following page 1s en exanple of an inventory card format that could
be useful to a small business.

Daily, as sales are made, record how many items have been sold; figure how
many are still in stock.

fram Home Entrepreneurship: Instructional
Materials in the Qperation of a Small

Business from the Hme, Susan F. Weis and
Kay S, O'Brien, Pennsylvania Department of
Education, Bureau of Vocational Education,
Harrisburg, PA, June, 1983.
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Sample of Inventory Card

Inventory Card

Reorder Point :__M_MD_ Reorder Amunt:_mm
Date Order Placed =_.WM¢_L

Amount Received \ | Amount Remaining

Date Date | Quantity

Sl )5 plle! 10 \Sept-le) 130
| Spti2 | 135

Sigt 18 | _lee
Sept- 191 159 .

la tspraol W7

AL 1105

- U8

T



Goal 9.0 To understand selling

Competencies:

9.1 Describe different marketing channels:

9.2

9.3

consignment

mail order

word of mouth

door to door’
appointment

parties -

telephone solicitation
fairs, shows, etc.

- "yellow pages

bulletin boards
sales agent E

Plan advertising for media and establish sales

prm.tims ‘
Determine prices for products and services:
expenses and break-even point

time involved

supply and demand
hourly rate of earnings
fair return
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Sefling Products on Consignment

' ‘Summary

£ Sellers seeking new and expanded wholesale and retail
*.  markets for goods can use consignment selling to

i, economic advantage in many cases.

i ' This Aid provides a discussion of the advan-
tages/disadvantages of consignment selling and
goneral comments about how to use consignment as
an effective selling tool for the small business opera-
tion. :

P

.,‘An.v,._.,...g‘,
RTINS - .

' What happens to a manufacturer who has developed a
“"  new consumer product that is thought to be a best-
seller, but no retailer or wholesaler is willing to invest
enough capital to stock a small number of the items in .
inventory?

- What happens to a manufacturer who is told that the
seasonal product he or she is trying to sell is such a
capital risk that there is probably no chance that it will
make the retail shelves during that Christmas season?

How can manufacturers in these cases and similar cases

make the products and terms of sale sufficiently attrac-
., tive to get the product on retail shelves for exposure to
’ * the buying market?

Perhaps through the use of consignment selling.

Selling goods on consignment is described as a situation

whereby goods are shipped to a dealer who pays you,

".: the consignor, only for the merchandise which sells.
The dealer, referred to as the consignee, has the right to
return to you the merchandise which does not sell and

¢ without obligation.

As you can see, this may not be an ideal arrangement.
The dealer has no money invested and is not obligated
to “push’ your merchandise.

" Purpose Of Consignment Selling

5.~ Even with obvious disadvantages, there may be times

** when you may decide that consignment selling can
serve your purpose. It can be used as a marketing tool
which creates no obligation on the part of the dealer in
the event they do not sell. As a result, such practice can
»+ provide an attractive incentive far the dealer, at least to
5. stock your merchadise. The dealer has no risk and you
-have your merchandise before the buying public.

xamples of gobds which very often are.sold on con-
ignment include light bulbs, produce, eggs, poultry,
nagazines, newspapqrs.sChri's’tmas decorations, garden
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seeds, batteries for flashlights, and potted plants such as
those found in supermarkets.

In the case of perishable merchandise (either in quality
or in seasonal appeal) dealers are often more inclined to
consider placing it in their stock if they have no great
threat of financial loss on investment in the event it
does not sell.

In the case of a newly designed and manufactured pro-
duct for which thers is no sales record, dealers might be
more enthusiastic ehont nromotion if their investment
loss is minimized.

Advantages Of Consignment Selling

Now that you've read some general facts about consign-
ment selling, look at the specific advantages to you as a
manufacturer.

1. It allows a seller (manufacturer) to place merchandise
in wholesale and retail outlets for additional exposure to
the buying market.

2. It can provide an incentive for the wholesaler and
retailer to stock goods in inventory because no capital
of theirs is tied up in inventory.

3. It can encourage wholesalers and retailers to stock
seasonal or otherwise newly introduced merchandise
which they might not usually buy because of a lack of
demand.

4. It provides the manufacturer with the opportunity to
have the merchandise exposed to. the buying market, in-
stead of having it stored and isolated in a warehouse
while waiting for an order from a buyer.

Disadvantages Of Consignment Selling

In deciding whether or not to use consignment selling,
you need to look at the disadvantages.

1. While your merchandise is being exposed on the
shelves of a wholesaler or retailer, you get no money un-
til they sell.

2. As the manufacturer you must have enough cash on
had to wait extended periods for payment of merchan-
dise sold.

3. Since the goods are out of your physical control, you
cannot control the damage and shopper abuse which in-
ventory merchandise is generally subject to.

4, You cannot always affect shelving decision which
wholesalers and retailer make concerning maximum ex-
posure of the merchandise. Because consignees do not

S b g e
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have any capital invested in the inventory, they may be
inclined to place their outright-owned inventory in the
most advantageous display spots in order to realize a
fast return on investment. They are aware that they do
not lose any investment if the consigned goods do not
sell. They do lose if the inventory they owr does not
sell.

5. Where personal selling is important, outright owned
merchandise might be promoted over consigned goods
because, again, return on inves*ment matters where in-
vestment exists.

6. If the gross margin to the seller is greater than the
percentage commission with the sale of consigned
goods, then the seller might tend to favor selling the
outright owned goods. For this reason, the consignor is
introduced to the importance of providing an attractive
incentive in the form of a commission for the consignee.
In other words, the consignee needs a strong reason to
sell the merchandise since the motive to recoup invest-
ment is not present.

A Few Words Of Caution

Consignment selling may or may not be attractive to
you. It depends on y~"r situation. You might use con-
signment selling for market testing. It might be a fairly
inexpensive way to learn how or if a new product will
sell.

Keep in mind, however, that you tie up your funds
waiting for merchandise to be sold. Also, the dealer may
be a poor credit risk. Moreover, there may be other
hazards inherent in a situation where the dealer does
not have funds tied up.

In brief, the various factors over which you have less
control than in other marketing situations could mean
that the risks may be greater than your resources can
absorb.

To evaluate whether or not consignment selling can be
advantageous to you, consider the following discussion
of the consignment relationship, special considerations,
and examples of operational aspects.

The Consignment Relationshin

The relationship which exists between you, the con-
signor, and another seller, the consignee, is an agency
relationship. That is the consignee never takes title to
the merchandise but acts as the agent of the consignor
to pass ntle to the buyer

Since title does not pass to the. conslgnee in the absence
Q : ' ’

of an agreement, liability of loss for the merchandise re-
mains with the consignor.

This means that you and the consignee can agree to
specific statements for assuming a share of the loss in
case of shoplifting or other damage to the merchandise.
However in the absence of such an agreement, you, the
consignor, are responsible for the loss involved even
though the merchandise might have been shoplifted
from the premises of the seller while the consignee exer-
cised normal care in the dsiplay and handling of ike
merchandise.

Because of the details and legal implications involved in
consignment selling you, as a consignor, should give
careful attention and planning to selling products on
consignment.

Give Special Consideration To...

Contractually speaking, you and your consignee can
agree to a variety of mutually-advantageous measures.
That is, you might agree in writing that the merchadise
will be placed in the wholesale or retail business where
it is exposed to an estimated 50 percent of foot traffic
that enters the store.

Also, you should agree as to the exact commission to be
awarded to the consigaee upon sale of the merchadise.
The length of time (days, weeks, etc.) which the con-
signee will agree to keep the merchandise will orobably
be specified. Also, the intervals at which the consignee
will make payments for goods sold should be con-
sidered.

Agreement concerning delivery and pick-up of the mer-
chandise might be included, as well as conditions of
storage of any merchandise that is not on display, par-
ticularly perishable merchandise. Your contractual
agreement might spec..y that you will be paid for *in-
ventory sold,” when

Inventory Delivered Less Inventory Collected
Equals Inventory Sold

Yet, the formula for payment noted above assumes that
all merchandise will be either sold or claimed by the
consignor and completely rules out the possibility of
disappearance of the merchandise from the sales floor.
Since shopper damage and shoplifting are sobering
realities of doing business, it is wise to consider them
and to plan for their occurrence beforehand.

The merchandise legally belongs to the consignor in a
coﬂsignment sale and liability for any loss is still the
108\ (3
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consignor's problem. Some consignees may be willing to
share the responsibiiity involved in loss due to shoplif-
ting if the issue is handled tactfully.

In some cases, the consignee will assume responsibility
for damaged goods. When this is the case, you, the .
manufacturer, will suffer no loss. However, such cases

. are rare. At best, you can expect a sharing of the loss

with the consignee.

When you assume part or all of the loss, ask for and
keep the damaged goods for your own records. A con-
signee could claim that some of your merchandise was
damaged when in fact the consignee sold it and
pocketed the money.

Also consider damage caused by sun rays that fade col-
ors and make some merchadise unfit for sale.

Examples Of Consignment Selling

Consider the wholesaler of artificial floral merchandise
who sell to numerous small and medium retail floral
establishments. Such a wholesaler often stocks mostly
staple merchandise with a limited assortment of infre-
quently sold items.

A manufacturer who has developed a novel item for
that industry and has no sales history to use as a basis
for showing the wholesaler that the item will sell, pro-
bably will have a difficult time getting the item into the
wholesaler’s inventory.

If a potential consignee such as the wholesaler in this
example, is comfortable with current sales levels and
gross margin, the manufacturer will find it difficult to
convince the wholesaler to carry this item in inventory.

Yet, in a consignment sale, the manufacturer can always
ask, "What do you have to lose?”’ The answer is, of
course, “Nothing.”

If the manufacturer makes it easy enough for the
wholesaler to stock the item and the wholesaler is aware

. of a possible commission for exerting very little effort,

the merchandise usually has a very good chance of be-
ing placed in stock. As a result, the merchandise has
wide exposure in the market and the wholesaler fesls no

... risk associated.with trying the merchandise. If it sells

“well, chances are good that it will be placed again. Even
if the wholesaler had bought the items outright the first

;- -time around, and they did not sell, they would not be

reordered. Thus, the marketability of the merchandise is
‘at stake in either situation and the popitgv%aspect in

consignment selling is that the wholesaler is assured
that he or she has no investment to lose.

In another example, consider a manufacturer of a
seasonal item such as Easter baskets, Christmas or-
naments, Halloween items, or beach toys. Often
wholesalers and retailers order these items far in ad-
vance and make a strong effort not to overorder because
the market is defined in terms of days or weeks.

Manufacturers can promote their products in these in-
dustries by assuring the wholeseler and retailer that
whatever is not sold will be taken back by the manufac-
turer.

In such cases as these, shopper density is usually heavy
during a short period of time. That is, there are several
peak shopping days during which crowds of shoppers
are likely, by their number alone, to cause significant
sales and damage to at least some of the merchandise
on the shelves.

An agreement concerning shoplifting and damage
becomes particularly important in such cases.

Consignor’s Liability

A serious issue to consider in consignment selling is
that of liability for merchandise. Since the consignor re-
mains owner and title does not pass to the consignee,
legally the liability rests with the consignor, in the
absence of any other agreement.

This means that whenever merchandise is destroyed by
water, fire, or smoke while in the inventory of the con-
signee, the loss is that of the consignor.

The importance of the issue calls for special attention at
this point because there is a sales situation which has
been viewed by some as similar to consignment selling
and can become a legal problem for the consignor.
*‘Sale or return” as its is called, is a situation in which
the risk of loss passes to the consignee when the goods
are in his or her possession.

“True Consignment”’

From court decisions over the years, certain points have
surfaced that are important in the determination of
“true consignment.” They are:

1. The consignor is authorized to demand return of the
goods at any time.
0109 .
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$Mail Order |
—=two words that both inspire and excite the mind of
the business entreprencur. More so perhaps than any
« other business. mail order conjures up visions of
“enormous wealth, easy living. and the proverbial “pot
of gold™ at the end of the rainbow.
LI B .
¢ )
« There is @ magic—a mystic—s magnetic attraction that
~draws ppople 10 mail order. Like other 1y pes of
“ businesses. mail order has its advantage: and
! disadvantages—its share of successes and failures. It
s not & quick. easy. effortless road to riches.

T i

_Yet it is also true that mail ocder, as a.way of doing
;liullnm. has been guod 10 many people. There are
¢ountless sucuess stories of people who have not only
made 4 good living selling products and services by
“mail. but have amissed fortunes—starting on a
kitchen table, a garage or spare room. It is likewise
+ the fuct thit many people attempt. flounder about.
‘ynd lose money in the effort to establish a successful
" mail order vnterprise, ;

“Despite the greater mobility of people throushout the
sNation. the sbundance of shopping centers, the
cLonvenience of telephone shopping. and boom and
Hiwmssion economies. mail order‘continues to grow.

: Mail order sales total approximately $60 billion
«annually. and represents about 12 percent of all
f&imsumm purchases. That's over a billion dollars a
Aveeh of products and services purchased by mail.

What Sells by Mail?

wiere is. of course. no single or simple answer to this
8kic question. The stories are common of the
Wusual sales of items-such as thé‘antfagmg pet rock. |

d others. These are except'ions!;uk;ftljg‘li‘ming. they

not strike twice 100 often. General v #pdaking.

Q N
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products that sell well by mail are usually those not
readily availuble in stores or other sources.

To discover such items requires studying many trade
publications. attending product shows such as
giftwares. housewares, stationery, jewelry, boutique,
and other consumer merchandise, contacting
manufacturers. and answering ads. Talk to friends,
relatives and business associates and use any other
means to find the elusive small order money-maker.

Make a thorough study of magazines and newspapers
and review the ads appearing there over a period of
time. Note ads that run consistently. month after
month or several times a vear. Answer ads that are
particularly interesting. Carefully study the catalogs.
sales letters. brochures and sales literature received.
Study particularly all follow-ap mailings received.
You must learn from the promotions of the successful
mail order firms that this will be a competitive market
and know well what the competition is doing.

Ideally. the most profitable mail order product is one
which customers will buy repeatedly. or a variety of
products from which customers may make repeated
purchases. Rarely. is a profitable mail order business
established through the sale of a single product or any
kind of one-shot offer. '

Test, Test, Test to Maximize Profits

Once a product or product line has been selected, it's "
time to promote sales. If the item is low priced, it
may be sold directly from the ad or direct mail. If it is
a more costly item. it may be necessary to first
advertise for inquiries. then follow-up the inquiries
with a letter and circular to obtain the order.

Here again there is no hard and fast rule which
applies to every product. What works for one may not
for another. Only testing may reveal the most
profitable way to sell any product. In general. the
lowest cost way to sell a product by mail is through
media advertising. Advertising rates for magazines.
newspapers. and other media are shown in Standard
Rate and Data Service. (see Directories in this SBB)
together with mechanical requirements, closing dates.
circulation and other data.

When preparing advertising, use the best possible
photograph of a product. Describe it accurately.
honestly. and in a manner that makes it desirable to

_ the reader. Then price the product competitively and
- _vou are in business. Bear in mind that exaggerated

......
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i claims of quality, performance, construction, and
othar features will be quickly detected and will do
more to turn off prospective customers than anything
; else. In addition, Federal, State, and local government
agencies, as well as the Better Business Bureaus and
consumer groups constantly watch advertising and are
quick to take action against unsubstantiated (.lalms or
infractions of any laws.

When and Where to Advertise

Use direct:mail and media for advertising but always
§.. within a budget. Also. keep careful records of the
returns from ads and mailings. This will indicate
which ads pull and whether any season or time of
year produces better results than others. Letters,
circulars, catalogs or other direct mail act as tests to
determine the best copy appeal, most effective art
work, right price, and other features . ’

i <~ S e THc e o =
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a Classified Advertising can be an exeellent and low

#  cost means of testing new products In many respects.
it is the mail order operator's best friend. For

k relatively small sums several offers simultaneously

can be tested to determine which work and which
: don't. before investing in large-scale advertising. -
X Many people rely solely (and sueeesslully) on
e ¢ lassnfled adverhsm';

i Advertlsmg—Wm or Lose

i Whother it be magazine, newspaper. radm TV. direct
mail or other form of promotion. nothing determines
the success of & mail order enterprlse so much as its

b advertising. Writing advertising copy. préparing art,
selecting media, determining price. and other factors
: require long and successful experience in mail order
£ selling—and for this thern is no substitute'

Generally. these are abilities possessed by adverhslng
agencies spec mlmng in this field. So, select an
advertising agency carefully, and pnmarllv on the
busis of successful experience in _producing profitable
mail order advertlsmg

LYRREENT . am e T
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Sellmg by Dnrect Manl

l)usplte inc reasmg (.osls of postage. prmlmg paper
and nailing operations, direct mail continues to be an
offective and: profllablﬁ means of selling, Mailing lists
covering virtually. every'concewable type: of market
and customer base are.avajlable from a great variety: of
sources. However. lmdmg such hsts is: not always

< vasy. R ,
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_effectively—will delermme the profitability of a

Publicity Can Be Profitable

So-called “free” publicity is largely a myth; yvet
carefully prepared. properly placed publicity can
prove invaluable in producing mail order sales. Many
publications have special sections devoted to new
products where a product may be featured.

To capitalize on this sales opportunity requires
thurough knowledge of how to properly present a
produu to editors. In a sense, the editor must be

*sold"* on the value of a product to the publication's
readers.

Simple as it sounds successful writing and placing o
product publicity is not a chore for the amateur. *
Usually this service is performed by an advertising -

agency or a specnallst in this field. Here again 3»
remember that experience usually pays off. g

Direct Mail Advertising

The lmportance of.direct mail in mail order selling is
obvious. Catalogs, sales letters, brochures, order
forms. broadsides. other sales literature contribute .
substantially to the success of every mail order
enterprise. .

PR A PR
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If possessed of the ability to clearly. effectively. and
persiasively communicate, write your own copy.
Many mail order people do. and often attribute their;
suceoss to their own partu.ular style of writing which
“brings in the orders.” That. of course, is the ultimatr

If. writing copy is not a skill of yours, recogmze that2z
fact and seek the services of competent: professlonal
help. Ultimately. direct mail advertising—used

AR
e

business.

Whether selling one. several or a large selection of
products. sales will largely be the result of direct
mail. Use sales letters, brochures, and other sales
literature to illustrate and describe a limited number
of products: use catalogs for.a large selection. -, - ’
As in most busmesses quality usually costs more bu
pays the most. The successful operator looks first to

make dollars rather than save pennies.

This does not imply reckless spending on adverhsrm
direct mail, and other promotion. Far from it! Don't;.
invest in full color printing when one or two colors«

Will do the iob There is no need to use the costlrest‘




. papers. claborate art, or engage in other extravagances

to sell profitably. Avoid going overboard in either
direction.

Keep Good Records

A word of caution: to succeed in mail order pay close
attention to details! But don't get bogged down in
them. Keeping accurate records, results of ads,
advertising costs, printing, postage, cost-per-order,

" und other figures are important to the success of the

business. However, do it in the simplest, easiest, least

time-consuming way possible.

Repeat Busmess—-l(ey to Maxmlum
Profits

Continuous profits come from’ continuous sales. As

i already suggested, rarely is a profitable mail order
% business established on a one-time sale. Below are
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some of the ways to stimulate repeat ‘orders at
minimal cost: .

“  Never Forset_ the Customer. The list of customers
. built up is a most valuable asset. Use it to send offers
., of merchandise at frequent intervals.

Use Package Stuffers. A regular catalog or a special

‘offer rides “free” in outgoing orders. Since postage
-and packing costs already are being paid to ship the

merchandise, package enclosures can bring in new

- sales and profits.

Ofi'er«Quantity- Discounts. Get larger:orders by offering
savings on quantity purchases. Every one loves a
bargain. A discount or a special price, a premium for
an order over a given amount. and similar incentives
stimulate larger orders: Furthermore. gift ceftificates

" are often used profitably. too. especially during

. special prices, and in

i, . Christmas .md other holtday seasons. -

Advertise on Envelopu. If you are enciosing
advertising in the envelope. consider utilizing the
envelope itself to feature one or more specially-
selected offers. The additional: ‘printing cost could
prove lnslgnlilcant compared to the extra sales
produced. o '

Use the Personal 'l'ouch Occasxonully send
personalized” letters-or mailings:to."best’

customers. Make specral offers such:as presentmg

cing ) new,. products to them.
Consumers generally respond favorably to. recogmtron.
'attention. and interest m an increasmglv impersonal

Sum and Substance

Mail order can be profitable or unprofitable.
depending upon personal skills, ability. business
judgment, capital resources, imagination,
aggressiveness, and stick-to-it-iveness. One
entrepreneur may enjoy tremendous success
promoting a product, while another may fail
miserably. Usually, "it isn’t the product, but what one
does with it" that makes the difference!

U.S. Government Publications

The following selc;ctéd titles of publications are listed
under the names of issuing agencies. Some are free;
others are for sale. Request the free publications from

‘issuing agency, giving the publication's title and

series number (if shown).

GPO-—Government Printing Office—identifies the for-
sale publications. These may be ordered from the '
Superintendent of Documents, U.S, Government
Printing Office, Washington. D.C. 20402. For current
price write to Superintendent of Documents; Give the
publication's title, its series number (if shown), and
name of issuing agency. Check local libraries for
further listings of Federal publications and reference
copies of some of the titles. Many public libraries

keep selected publications, provided through the

Federal Depository Library System.

U.S. Small Business Administration
Washington, DC 20416

JBA issuus several series of management and technical publications ?
dasigned for the owner-manager and prospective owners of small

" business. Listings of publications may be requested from SBA. i’ (6 N

Box 15434, FI. Worth, TX 76119.

Ask for SBA 115A Free Management Assistance Publications aud.
SBA-1158 For-Sale Booklets. The lists are frae and may be used ior
ordering the free sories from SBA or the for-sale booklets from the
Superintendent of Documents (GPO).

Listed below aré titles in the various series that may be of interust -
to persons. engeged in sellmg by mail order. .

Small Bullneu Biblic phy (4- to 24~page pamphlet). Free. Each
title deals with a specific kind of business function. giving brief
description of the subject operation along with approy siate
bibliographic listings uf selected references.

Handcrafts (S8B 1)

» HomeBuainm (SBB 2)

| Alds (4- to lo-poge pemphlet) Free. Each title gives

) guidance on a specific subject for owners of small retail. wholesale. - 2
and wwice busineues S

. Checklist for Going Inla Busmm (MA 2018)

Keeping ‘Records in Small Business (MA 1.017)

t Plan, Your Advertising Budget (MA 4.018)
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Library of Congress
Washington, DC 20540

A mail arder operstor, one wh prepares materials to sell by mail,
Publcatione e avullobty uan "'..."f‘;‘:‘;.'f'..:‘:."&."ct 'y".‘.:.f oo
publications is av. upon t ce
Library of Conm Washington, DC, 20480. P

The Copyright Law of the United sum of Amorlca Roqunt price
from the. Suporlnte dent of Docum

Federal 'l'udo Commlnion
Washingtqn. DC 20580

. List of Publicdtions. Free. Includes listings of publications such as

trade practice rules for many industries.

U.S. Postal Service -
Washington, DC 20260

The following bookleu supply gonml lnformauon on post office
services, rates, and various office sizes. Some of these are available
in lum poot oﬁicu nnd Iocal Ilbnrlu :

lntornouoml Maﬂ anuut pﬂeo lmm Suporlnundont of .
Documents.. Contains detailed tion about postage rates,

services uvnlhble. prohlbmonl. impot res ns. and other
ﬁo.amonl ol :x':g ::. ‘othér countiies; The countl;liu ':lre

‘s stically,: specific’requirements spplicable to
mail addressed:to each;of tham ,Soldonlmhcrlpm basis only. ,

which includes the bulc ‘book in- ooulu! lofm ‘and clunsu
issued as nqulud oﬂim p-n_ :

Directory o! Poﬂ" Offlm ‘Req

prlco fmn Superintondent of

", Documents. List of post offices branches, nnd postal stations by
-smu, countlea. and alplubméll v

* Postal Bulletln luued waokly wi!hmupploiiﬁnhry issues. Request
. price from Superintendent of. Documents. ‘Covers such topics as:

dnnra in regulations, new. dmlogmonu in postal service, and
_handling. of mail, lntendod prlmrny fOr emple : also of
» vulue to r direct mll-order lors.

Pom:l Smm:o Mamﬁl Subncri’p on’ Imlc Bulc book'and chnuu
service for an indefinite period: Contains tegulations snd
pmeodnnmfor public use; explains the services available; mpuhm
8; rnﬂncﬂbu eonditlom ;under | which postal
‘the pu hlic; h'om Supoﬂntondent of Docu-

ca :m Supoﬂntendent of
miling address in the United
within each State,

Nutlonal 2P Cod Dlmcto Requi
Documents.:List; ZIP. Coﬂovggr e\g'tys

in largor cmos and other

o writing of effective eds.

Nongovernment Publications

Following is a list of books, directories, magazines,
and trade associations which may be helpful in
obtaining information about selling by mail order.
Many of the books. may be purchased from book
stores or directly from the publishers, but most are
available at local libraries. The publisher, address,
and price are given for direct.ordering although
avulhbllhy and ntlca are subject te change.

Books

For additional listings, consult the Cumulative Book Index, Subjeci
Guide to Books in Print, and the Publishers deo List Annual nt
local libraries.

ARCO Publishing Company, Inc. ,
219 Park Ave.. South .
New York, NY 10003 . 5 "3‘

H mmmmmmommm 1000.35 Punnﬁ
pg:mmo techniques of mail order, including fundementals of

capital, organization, plant, equipment, supplies, bu;
merchandising, sales promotion, legal nqulnmonu mcotd

keeping. v &;

How Mail Order Fortanes are Mada. Stern, Alfred, 1074, $12.98."

Complets ""how to’ book on basics of mail order, covering
everything from locating saleable products to writing ads and

" promotional literature. Order from Selective Pubs., Inc., P.O. Box -

1140, Clearwaier, FL 33517.

Crain Books
740 Rush St.
Chicago, IL 60611

Successful Direct Marksting Mothods. Stoas, Bob. 1978, $24.95.
Widely regarded as the modern "Bible" of direct response

* advertising, this book reveals how successful professionals use

direct mail, lruco broadcast and other media to sell all kinds of :
pro:’iucts Included are over 100 illustrations, self-quizzes and cue
stu Ies

.Dutnallcorponlhn.'l‘lu |

4660 Ravenswood Ave.
Chicago. IL 60640

Direct Mail & Mall Order Handbook, Richard. S. 3rd ed.

-$32.50. Comprehensive guide to every phase of mail advertising

and selling. Methods used by top professionals described in detail,
embllniyou to adapt their ideas to your own needs to get resulu
you see

-Mean-l-lllllookCompn

1221 Avenue of the Americas
New York, NY 10020

How to Start and &pemte a Mail Order Busil:;u Simon, J. 1976,
$19.05. This up-dated text clarifies techniques of earaing meximum”:

profits and provides mail order operators with sound guidlnco for’
Improvln; oﬂlclancy - g

Hmhmmmw&m&“dtm sn.so. Rt
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. Planning and Creating Better Direct Mail. chk. J. and . Maguire.
,'~. 1976, $19.95. Packed with ideas and mathods for producing art and
-1 copy that sells merchandise by mail.

5? Printing and Promotion Handbook. Melcher. D. and N. Larrick.
1076, $24.98. of information vital to the preparation

*‘ of printing, production and related services used in mail order/
, direct mail ulllng

". mb".‘l'
3 Englewood Gllﬂl. Nj 07032

Tomd Advertising Methods. Caples, John. $11.93. Revised edition
.<of the copywriter’s “Bible" removes advertising guesswork and
“seveals proven selling techniques. Includes 82 pages of illustrations
f of mult-gomng headlines, ads, and direct mall.

How [ Made $1 Mmlon in Mail Order. Cossman. E. Joseph. 1975.
$0.93. Practical. s system for succeseful mail order
promotion explained in detail by a man who started small and
wnchloved giant-size mail order success.

Blué Ridge Summit, PA 17214

My First 68 Years in Advertising. Sackheim, Maxwdksoos Copy
" genius who created " Book of the Month Club™ idea ¥ glalns why
A his greatest ads were such huge successes and whjr Llf ld
bllllons of dollars of merchandise. . ’;— w :
vy

Directories

sasted here are useful directories for locating sources of suppl\
< services, and products. Some are available for reference at local
. libraries, Publishers’ names and addresses are provided for direct
: ordering although availability and prices are subject to change.

. Mail Order USA
73 P, Box 19083
Washington, DC 20036

i T Mail Order USA. O’'Callaghan, Dorothy. $7.00. Guide to 2000 top
- ol order catalogs in the United States and Canada. Every tvpe of
- thtalog and merchandise is listed.

) Klein Publications. inc.
T PO Box 8303
;;‘. Coral Springs. FL 330685

‘ " Mail Order Business Directory. Biennially. $45. Lists over 5000
; names. addresses, and basic facts about L'.S. firms doing business
i by mail. Buyer's names are shown and types of merchandise sold.

Guido to American Directories. 10th ed. $45. Lists over 5000
~dhirectories available as mailing lists and provides publishers’
"i names. cost. contents of each directory.

Standard Rate & Data m. Inc.
5201 Old Orchard Road, -
% bkokw IL 60076 -

S

Direct Mail List Rates & Data. Semiannually. $92. Comprehensive
listing of mailing lists, arranged by subloct in consumer, business
and farm categories.

Consumer Magusines & Parm Publications. Monthly. $1206. Listing of
advertising rates, publication. closing dates. other data of
publications accepting advertising.

The fact that a publisher or firm is listed in this Small Business
Bibliography does not indicate that the U.S. Small Businesa
Administratien endorses any such fim. -

Magazines, Newsletters

Followln. are some of the periodicals offering mukeung and
manuvmont lnlomation related to various aspects of selling by

Admumimw.-uy.uo- : $1.00 a copy. Crain
Communications, Inc., 740 Rush St., Chicago. IL 80811.

Direct Marketing. Monthly. ssb a yonr; $3.00a copy. Hoke
Communications, Inc., 224 7th Avc., Garden City, NY 11530.

Direct Marketing Latter. Mon anuz Marksting
Communlutl‘gg. Inc., 1370 Eo!yu'woody“l 'hkn Forest, IL 60043,

Mail Order Digest. Monthly. $42 a year. National Mail Order
Association, 5818 Venice Blvd., Los Angsles. CA 90019,

World Gift Review. Monthly. $14 a year. World Gift Review. 818
Oth St.. Union City, NJ 07087.

18 Veaice Blvd., Los Angelss, CA 90015.
¢ y. "")

Trade ssogiﬁﬁ,ons

§ ‘w Newsletter. Monthly. $42 a year. National Mail Order
Q,‘ .

Trade associations are generally excellent sources of
information and assistance in their specific areas.
Some of the associations dealing with various phases
of mail sales are listed below. Most will send
descriptive literature of their services, sample
publications, and membership requirements.

Direct Mail Marketing Association
6 East 43d St., New York. NY 10017

Associated Third Class Mail Users
1725 K St.. N.W.. Washington, DC 20006

National Mail Order A-ochﬂon
5618 Venice Blvd.. Los Angeles, CA 90019

B

i *smgle coples of Small Bmw are available free from SBA, P.O. Box 15434, Ft. W:th TX 70119. Information presented is

necessary selective and .no 8l
will be nppuclaud

nprodueed.

‘intended toward material not mentioned. :
“approval or dlupprovnl by thll*Am of ‘any private omnlution pmduct. or service. Cndlt to thgl!&
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Determine Prices

N~¢~rmining prices for the products or services sold by your business is
.« of the most challenging tasks facing the entrepreneur, especially the
novice. How much is paid by the customer for a product or service is the
selling price. Some essential questions to ask to set prices are:

What are people willing to pay?

What is the break even point; when are expenses covered?
How much profit do you want to make? '
What is your campetition charging?

Setting prices for a service-oriented business is a little different than
setting prices for products sold by a business. Both have same common cost
considerations.:

General Price Setting Components
Conmon essential considerations when setting prices are:

operating expenses
break even poin
profit. :

All the costs of running a business must be included in the price charged.
Another name of these costs is operating expenses. These costs include:

salaries - :
fees--to ldwyers, accountants
rent (includes space in your house)
‘utilities,: heat
b : repairss - .
[0, depreciation oh any equipment
: advertising/pranotional expenses
general supplies
insurance

b 1pg
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A person operating a service-oriented business needs to figure out on paper
the operating expenses incurred simply to keep the business going. Keep
careful records each month of all the money spent for the business and the
income received. '

The price should include:

operating expenses
time investment/labor costs
profit

Remember .to include the costs of heat, electricity, and rent even when
working fram your house. Bookkeeping and answering services, as well as
office supplies, gasoline, postage, and telephone expenses need to be
counted as business expenses and figured into the price charged. Service
businesses ‘either charge a flat fee or by the hour. In either case you
must know what your hourly expenses are.

If you work tull-timé, 8 hours daily, then you a.re' working 168 hours a
month. The standard number of working days in a month is 21.

Adjust these figures to suit your own personal situation if you work more
time or part time. - :

To compute your hourly expenses teke your total monthly expenses and
Idivide by 168 to arrive at your hourly expense figure

A

For example: | )

. Total monthly expenses divided by 168 = hourly expense

Labor is a mjbr portidn of the service-oriented business's expense.
Figure out what your time per hour is worth for each task and include it in
. the price. . ‘

You may decide to charge the hourly minimum wege, which is currently $3.35
per hour. If a task is camplicated and requires a special expertise not
readily available you may want to charge a high amount for your labor.
Keep in mind this will elevate the price and same customers will either be
unwilling or unable to buy your service. Some entrepreneurs are willing to
charge less than minimim wage for their labor until they have established
their business reputation. ‘ '
= Profit should also be included in the price charged. A business cannot
continue to operate if it does not make a profit. You will want to find
P out the profit percentage made by other similar services and include a
comparable amount in your price.
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To arrive at the figure representing the price per hour to be charged:

1) Decide on the emount to charge per hour for your labor.
2) Add the amount of your hourly expense to the hourly labor charge.
3) Decide what you think is a fair and competitive amount of profit;
add this to your other charges.
4) Arrive at the price to be charged per hour for the service you
. are selllng.

Exanple:
”055 + *3.55 + $1.40 ") 38.50 pel‘ houl'
labor expense hourly profit price charged
‘ : _per hour
wmﬂﬂ.mw

Businesses selling products also have to keep their competition in mind and
determine the "going rate" for similar products sold in their area. The
profit percentage and business operating expenses are standard camponents
figured 'into :the price charged for. products.

The selllng prlce for products belng sold should include: :
cost of goods sold |

o operating expenses
e profit -

et
e

In retail buslnesses the difference between wholesale cost of the
merchandise ‘and the retail price is called mark-up. Mark-up must cover the

cosg of operatlng the buslness and allow the business to make same
profit. _

The most cmmon strategy used to set prlces is called gross profit pricing.

This is the amount added to the wholesale cost, and in this case can be
thought of as a mark=-up. - m“_pm.tm must cover operating expenses. Net
profit will :be what..is .left over after paying out operating expenses. Net
profit is. the reward the ‘owner _expects for all the hard work and financial
investment made in the buslness. ‘Part of the profit money will be used to
pay. inccme taxes and suue wlll be relnvested in the business.

Hard goods are: usual ly lmrked up 100%. Living products such as plants may
be marked: up 10096 to 30096. :

To calculate the gross profit percentage or unrk-up use this formula:

v o mumwm = Gross Profit Percentage

‘Selling Price .
St 880 - $10 = 66%
o $30

e 118
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Qther Relevant Elements in Price Setting

When setting prices the entrepreneur will be aided by guidelines and
fornulas; however, other factors also need consideration. The price
charged by a competitor is relevant to the price you can charge. You went
customers to buy goods or services through your business, not through your
campetitors' businesses.

- is another important figure to calculate. What is the
minimum amount you ean charge simply to regain the costs you have had to
pay out to run the business? You will be able to determine this fram your
records of business expenses and product costs.

When products are not selling, the entrepreneur will need to mark down
prices to help speed sales. Sometimes, an item will be marked below cost
simply to move it out of inventory. Be sure customers know the original
price so they can see the bargain they are getting. Mark downs meke
customers happy. .

Stock Turnover

Stock turnover is the number of times inventory is sold and must be
replaced in a year. It is an indicator of your business's health.

To figure your turnover rate, take the cost of the goods sold in your
business in one year, and divide by the average cost of inventory carried
to learn your turnover rate.

The averege cost of inventory figure can be calculated by first adding up
the wholesale costs of all inventory on hand January 1. Next count and add
the wholesale costs of the end-of-month inventories for the next 12 months.
Add these two figures together and divide by 13.
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For Example:

Wholesale Cost of All Inventory on hand:
- ——— >
January 1 $ 900.00
Wholesale Cost of Inventory at End of
Each Month for Next 12 Months:
>
January 31 $ 1,000 1
February 28 900 i
March 31 800 5
April 30 950 '
May 31 1,050 3
June 30 1,100 .
July 31 1,150 '
August 31 1,300 '
September 30 1,050 !
October 31 1,000 !
November 30 900
December 31 — 800
Total $12,000,00
Grand Total $12,900.00

Divide the total wholesale inventory
costs by 13 to get the aversge cost of
inventory carried: B

$12,900 divided by 13 = $992

Iiw you can figure what the turnover rate will be.

Take the total.  costs of ”the goods sold by your business in one year and
divide by the aversge cost of inventory carried.

—Cost of Goods Sold in One Year = Turnover rate
Average (ost of Inventory Carried

=1
$092

A low turnover rate may. indicate not only slow sales but a poor choice of
merchandise, Too high a turnover rate may indicate a need to buy in larger
quantities.. A business selling perishable items will want a turnover rate
between 9 and 12 times a year. In this way spoilage loss will be
minimized, and more cash is available to buy merchandise to improve
inventory.

teia
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Summary
: Learning how to set prices tekes same business experience. The information
( in this section is presented as a helpful guide; however, same degree of
; flexibility is needed. You need to set prices high enough to pay operating
expenses and give same profit, but low enough that people will buy.
You will need to make same adjustments to your business if your operating
' expenses are too high.
fram Home Entreprepeurship: Instructiopal
: Materials in the Operatior of a Small
x Dusiness from the Home, Susan F. Weis and
- : Kay S. O'Brien, Pennsylvania Department of
- : Education, Bureau of Vocational Education,
Harrisburg, Pa, June, 1983.
g :
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Summary

In setting prices, the goal should be to maximize pro-
fit. Although some owner-managers feel that an in-
.creased sales volume is needed for increased profits,
volume alone does not mean more profit. The ingre-
dients of profit are costs, selling price, and the unit
sales volume. They must be in the proper proportions
if the desired profit is to,be obtained.

-
e s

B e

" No one pricing formula will produce the greatest pro-

fit under all conditions. To price for maximum profit,

the owner-manager must understand the different

. types of costs and how they, behave. You need up-to-

. date knowledge of market conditionis because the

" .*“right’ selling price for a product under one set of
market conditions may be the wrong price at another
time.

o5 A

e

e ey Tt

ik

v
[LA8
>
[
1

f

.. - The “best” price for a product is not necessarily the
’ price that will sell the most uhits. Nor is it always the
i+ . price that will bring in the ‘greatest number of sales
& dollars. Rather the “best” price is one that will max-
- imize the profits of the ccmpany. '

The "‘best” selling price should be cost oriented and

i market oriented. It should be high enough to cover your
& . costs and help you make a profit. It should also be low
' . enough to attract customers and build sales volume.

A Four Layer Cake

‘" In determining the best selling price, think of price as
+- - being like a four layer cake: The four elements in your
', price are: (1) direct costs, (2) manufacturing overhead,
iz (3) nonmanufacturing overhead, and (4) profit.

i Direct costs are fairly easy to keep in mind. They are
“the cost of the material and the direct labor required to
make a new product. You have these costs for the new

. product only when you make it.

tx-. On the other hand; even if you don't make the new pro-
i duct, you have manufacturing overhead such as janitor
¢+ service, depreciation of machinery, and building repairs,
- which must be charged to'old products. Similarly, non-
manufacturing overhead’such as sellinggnd ad-

{2 ' ministrative e#pensg§f(jilélpdin§'yout salary) must he
tl charged to your. old‘products. - 7 -0 '

Lt

What is the Best Selling Price?

U.S. Small Business Administration
Number 1.002

Direct Costing

The direct costing approach to pricing enables you to
start with known figures when you determine a price
for a new product. For example, suppose that you are
considering a price for a new product whose direct
costs—materials and direct labor—are $3. Suppose fur-
ther that you set the price at $5. The difference ($5
minus $3 = $2) is “contribution.” For each unit sold, $2
will be available to help absorb your manufacturing
overhead and your non-manufacturing overhead and to
contribute toward profit.

Price-Volume Relationship

Any price above $3 will make some contribution toward
you overhead costs which are already there whether or
not you bring the new product to market. The amount
.of contribution will depend on the selling price which
you select and on the number of units that you sell at
that price. Look for a few moments at some figures
which illustrate this price-volume-contribution relation-
ship:

Selling Price $s $ T
Projected sales in units 10,000 30,000 = 15,000
Projected dollar sales $30,000 $120,000 $60,000
Direct costs ($3 per unit) $30,000 3 00,000  $43,000
Contribution $20,000 $ 30,000  $15,000

In this example, the $4 selling price, assuming that you
can sell 30,000 units, would be the “best price" for your
product. However, if you could sell only 15,000 units at
$4, the best price would be $5. The $5 selling price
would bring in a $20,000 contribution against the
$15,000 contribution from 15,000 units at $4.

With these facts in mind, you can use a market-oriented
approach to set your selling price. Your aim is to detegy
mine the combination of selling price and unit volume
which will provide the greatest contribution toward
your manufacturing overhead, nonmsnufacturing
overhead, and profit.

Complications

If you ran a nonmanufacturing company and could get
as much of a product as you could sell, using the direct -
costing technique to determine your selling price would
be fairly easy. Your success would depend on how well
you could project unit sales volume at varying selling

" prices.
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However, in a manufacturing company, various factors
complicate the setting of a price. Usually, the quantity
of a product that you can manufacture in a given time
is limited. Also whether you ship directly to customers
or manufacture for inventory has a bearing on your pro-
duction and financial operation. Sometimes your pro-
duction may be limited by labor. Sometimes by ~quip-
ment. Sometimes by the availability of raw materials.
And sometimes by practices of your competition. You

" have to recognize such factors in order to maximize

your profits.

* The direct costing concept enables you to key your pric-
" ing formula to that particular resource—labor, equip-
- ment, or material—which is in the shortest supply. The

Gail Manufacturing Companv* provides an example.

Establish Contribution Pércentage

i, Material

- In order to use the direct costing approach Mr. Gail
_ had to establish a contribution percentage. He set it at
40 percent. From past records, he determined that, over

a 12-month period, a 40-percent contribution for each

i;  price would take care of manufacturing overhead, non-
. manufacturing overhead, and profit. In arriving at.this

figure, Mr. Gail considered sales volume as well as
overhead costs.

#» - Determining the contribution percentage is a vital step

in using the direct costing approach to pricing. You
should review your contribution percentage periodically
to be sure that it covers all your overhead (including in-
terest on money you may. have borrowed for new
machines or for building an inventory of finished pro-

o ducts) and to be sure it provides for profit..

Mr. Gail's 40-percent contribution meant that direct
costs—material and indirect labor—would be 60 percent
of the selling price (100—40 = 60). Here is.an example

- of how Mr. Gail computed his minimum selling price:

27¢
Direct labor +10¢
37¢

" The 37 cents was 60 percent of the selliné’ price which

worked out to 62 cents (37 cents divided by 60 percent).
The contribution was 25 cents (40 percent of selling

price):

~. Selling price 62¢.
Dlrect costs ==37¢
2 25¢

. In‘this approach, raw materml is given the same impor-

ance as direct.labor in determining the selling price.
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Value of Material

The value of the material used in manufacturing the
product has a bearing on the contribution dollars that
will accrue from each unit sold. Suppose, in the exam-
ple above, that the material costs are only 15 cents in-
stead of 27 cents while the direct labor costs remain the
same—10 cents. Total direct costs would be 25 cents.

In order to get a maximum contribution of 40
percent—as Mr. Gail did—the direct costs must not ex-
ceed 60 percent of the selling price. To arrive at the sell-
ing price, divide the total direct cost by 60 percent (25
cents divided by .60). The selling price is 42 cents. With
this new selling price, the contribution is 17 cents (42
cents minus 25 cents for direct costs).

The point to remember is that when the material costs
are less, the contribution will be less. This is true even
though the same amount of direct labor and the same
amount of machine use is required to convert the raw
material into the finished product.

Contribution-Per-Labor-Hour

What happens if Mr. Gail is unable to operate the equi-
ment fully at all time? In order to maximize profits, he
must realize the same dollar contribution per direct
labor dollar, regardless of the cost of materials. To do
this, Mr. Gail could use the “Contribution per Labor
Hour” Formula for setting his selling prices.

In this formula, you determine a mark-on percentage to

use on your direct labor costs. This mark-on will pro-

vide the required contribution as a percentage of selling

price. For example, if direct labor is 10 cents and con-
tribution is 25 cents, then contribution as a percentage
of direct labor will be:

30 = 250%

The mark-on factor to use on direct labor costs is 250
percent of direct labo; costs.

Now suppose that material is 15 cents and direct labor .

cost is 10 cents. The selling price would be 50 cents,
figured as follows:

Material costs 15¢
Direct labor _+10¢
25¢

Contributien _+28¢

" Selling Price =506

" The “Contribution per Labor Hour"” approach assures

Mr. Gail a 25-cent contribution for each 10 cents of
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lsbor (330 percent) used to mehe a product regerdiess of  reslise s return of $20 per machine hour in order to

the velue of the rew meterial used, cover its menufacturing and nonmanulacturing
overheed. When the full 5,000 hours are used, the $20
per-hour return will bring the compeny to its breakeven

Ceatribution-Per-Pound point. When all the company's available machine hours
cannot be sold, its return per-machine-hour must be

i, and whea, rew meterials are in short supply snd sre  more than 820,

ssatribution-per-pound of materiel. This formuls s Notice that in the sbove example. only the breskeven
simniler to the ene for contribution per lebor hour. The point is considered. There Is no provision for profit.
@iisssnce is thet you establish the contribution s o How do you build profit into this pricing formula?

Return-on-investments is a good approach. If the Gail
Company, for example. has $300,000 in-
vested and wents a 10-percent return, its profit before

w;.u'ld h:v:  be $30,000. Mr. Cail can relate this

|

to the machine-hour approach by dividing
Determiniag the contribution-per-mechins-hour can be a  the $30.000 by 5,000 (the available machine hours). This
mere lnvelved task then Nguring the contribution-per- meens thet he needs 88 per machine hour as a mark-up
Ml.‘mm”nﬁub for profit.

Beece. e dllar convibutiomper muchite s o S01ling Price For Product C

) coompany relines may very from product to product.  Now suppose that Mr. Gail wants to use the
Far oxample. products A. 8. snd C are made on the contribution-per-machine-hour and profit-per-machine-

e maehrine ond their contribution-per-machine-hour  hour spproach to set a price for product C. For product

(3 C, the direct labor cost per unit is $1.80. Machine out-
put (or units per hour) is 1.28, required contribution per

B:*: machine hour is $20, and desired profit per machine

”.I‘l‘c hour s $8. The formula to set the unit selling price is:

hea mechine capacity is the limiting foctor, you can Maetertal oost $21.97

Reximise profit by using dolier contribution-per mnw 1.0

mechino-hour when setting prices. When selling to Pries belase v

mslomess. you should give priority to products thet Desleed 400 (98 X .0)

pive the greatest deller contribution-per-machine-hour.  Dosieed solling price ~ 942.07

I the sbove sxampls. your salesrep would push product * Calouleted 00 follows: With & mechine eutput of 1.35 uaits por

A over products B sad C. houe, 00 of & machine hour s nesded 1o produce 1 uait; the re-

‘ conteibution por-mechine-hour is $30; therefors,

Pe use this pricing appro=ch means that you have to X80« 00

wishiich 8 base doller contribution-per-mechine-hour for

wch mechine group. You do & by determining the total  §f Mr. Gail is to get 8 10 percert return on his in-

mmber of mechine hours avellable ia & given time vestments before taxes. the selling price must be $43.97.
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supposs competitive factors mean that Mr. Gail can-
sell product C at $43.97. In such case, he might:
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jroater that $39.17 will generate some profit which is
better than no profit.

But suppose that $39.17 I8 also too high. Should Mr., Gail
turn down all orders for product C at less than $39.17?
Not necessarily. If he has no orders to run on the
machines, he should accept orders for product C at less
than $39.17 because $16 of that price area contribution
to manufacturing and nonmanufacturing overhead. He
has to pay these costs even when the machines are idle.

Keep in mind that the direct costing method of setting a
price gives you flexibility. For example, Mr. Gail has to
get $43.97 for product C in order to make his desired
.. profit. But his price for that product can range from
* $23.17 to $43.97 (or higher, depending on market condi-
" tions).

" Any price above $39.17 brings in some contribution

_ toward profit. Mr. Gail can break even at $39.17. Any

" price between $39.17 and $23.17 brings some contribu-
" tion toward his overhead. And in a pinch, he can sell as
low as $23.17 and recover his direct cost—material and
direct labor.

However. Mr. Gail must use this flexibility with care. It
takes only a few transactions at $23.17 (recovering only
direct costs) to keep him from maximizing profits over a
12-month period.

Market conditions will affect your pricing decision: but
the cost analysis formulas for setting selling prices help
you to maximize your profit.
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é}.Introdm:tion

o

t This Aid discusses costing and pricing of services to

. assure that each job earns a reasonable profit, The

- figures used in the tables and examples do not reflect

‘‘'what your service costs, prices, and profits actually

.would or should be, The figures are used to demon-

| strate costing and pricing and are rounded off for fur-

+ther simplicity, Because of the importance and some-
times complexity of costing and pricing, it is good
business practice to consult your trade association and

. particularly your accountant to learn what are the best
current practices, cost ratios, and profit margins in
your service business,

Costing Problems

‘Many small businesses are not making a profit today
‘because they do not know the basic concepts of costing
.and pricing. The situation is most serious in the service
‘business because each service performed has a different
cost. Frequently, the service business. must bid for jobs
by making a price quotation .in competition with simila;
businesses. Can you calculate.your costs for your ser-
vice and quote a price that is competitive and returns a

profit?

Without realizing what they are doing, some business
owners set their selling price below their total cost. This
may result in more business for the company, but a loss
will be incurred on each sale. Occasionally, a small
business owner who lacks a.knowledge of costing will
try to compensate by setting prices very high. The end
result is that the business is not price competitive and
does not attract sufficient customers to survive. Fre-
juently, a business.earns a profit on some particular
service and loses money on other services without
knowing which services are earning a profit and which
lervices are incurring a loss. The year-end: income state-
nent combines the profits-and losses from the various
lervices performed over the year. Therefore, it is im-
»ossible to determine the profitability of specific service
obs-from a year-end income statement.

Jse a simplified approach to cost accounting that
eflects the needs of the small business and reports the
iost with a reasonable degree of -accuracy. The total

st of producing any service is composgd of three -

Ea.—.-
N
X
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Numb .
parts: 1) the matelﬂm c?)l;t. 2) the labor cost, and 3) the
overhead cost. Direct materials and direct labor +
overhead = total cost of service.

Cost Determination

Direct Material Cost The direct material cost is made
up of the cost to you for parts and supplies that are us-
ed on specific jobs. Once the list of parts and supplies
to be used is developed, a check with the supplier will
give an up-to-date material cost. The shipping and other
handling (storage, etc.) costs for the parts should be in-
cluded in the material cost.

Direct Labor Cost The direct labor costs include those
labor costs identified with a specific service job. The
labor cost involved in providing a service is determined
by multiplying the number of direct labor hours re-
quired by the cost per direct labor hour. It is very im-
portant to determine accurately the amount of direct
labor hours involved to complete the service; therefore,
you must use a time clock, worksheet, or a daily time
card for each employee to determine the exact amount
of labor time spent on each service job.

The hourly cost of direct labor can be figured (priced)
two ways. One, it can be the hourly wage only, with
fringe benefits, Social Security, Workers' Compensation,
etc., (all labor-related costs) allocated to overhead. Or
two, the hourly direct labor cost can include the hourly
wages plus the employer's contribution to Social Securi-
ty, unemployment compensation, disability, holidays
and vacations, hospitalization and other fringe benefits
(payroll costs).

By this second method, the added payroll costs for va-
cations, holidays and benefits are expressed as percent-
ages of direct hourly wages. For instance, if two weeks
of vacation and ten holidays are given annually, this
amounts to four weeks per year or 7.7% (i.e., four _
weeks off divided by fifty-two weeks 4 =77%)of
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total labor cost was for time off. Thus, to determine the
total direct labor cost per hour by this method, you
must add the prorated cost of the payroll taxes, work-
ers’ compensation, holidays and vacation pay, hospitali-
zation, etc., to the hourly wage paid. As a rule of
thumb, the sum of the various payroll-benefit costs have
generally been in the range of 20% to 30% of the
hourly wages paid. It is more complicated to figure but
more precise to use the higher labor cost (including
labor related payroll costs in addition to'hourly wages

.in direct-labor costs). The following table shows a sam-

ple calculation for figuring the total direct labor cost
using this more exact method.




ABC Repair Company
Tabla 1 Direct Labor Cost Calculation

b
T

(m (2) (3) (4) (5) (8)

Payroll Workers Vacation and Actual Direct &)
Hourly Taxes Compensation Total Direct Labor Holiday Cost per  Labor Cost per o
Wage @ 12% @ 3% Cost Per Year*  Working Hour** Working Hour*** ;
$2.68 $.32 $.08 $6406.40 $.19 $3.27 b
3.26 39 .10 7800.00 23 .98 ;
3.40 41 10 8132.80 24 4.15 ;
3.62 143 11 8652.80 .28 4.42 L
-d

3.85 48 .12 9214.40 .28 4.7

4.10 49 12 9796.80 .29 5.00

_ Total $50,003.20
*40 hrs:wk X 52 wks/yr = 2080 hrs/yr
++8.25% of Columns 1 + 2+ 3.

**sColumns 1 + 2 + 3 « 5.,

Overhead Cost Overhead includes all job related costs
other than direct materials and direct labor. Your
overhead cost depends on which of the two ways you
figured direct labor costs, ‘with or without the labor-
related payroll-benefits costs. If you:did not include
these expenses in direct labor, then-you must include
them in overhead. In‘our exaimples, however, these
labor-related costs are included-in direct labor and not
in overhead. Either way the effect on the total job cust
is the same, but y@t{ir overhead-cost varies accordingly.

" Because they may n‘o't_" know hﬁw to allocate (or assign)
.. overhead costs to the services. performed, many small
:" " business owner-managers miscalculate or avoid con-

sidering overhead costs. © - -

Overhead is the indirect:cost of the service and is made
up. of indirect materials, indirect labor, and other in-
direct costs related to particular services. Indirect
materials are too minor.to include as direct material
costs. Incidental supplies and ‘machine:lubricants are
examples: Indirect labor is the wages, salaries, and

 other payroll-benefit:costs incurred by Workers who do

s~ NOT perform the service'but ‘who'support-the main ser-

" vice function, such as, clerical, supply, and janitorial

¢ employées. Other cos es, depreciation, in-

-, surance, and transportation ar .also partof the
overhead-cost becaiisé the service: cost includes a por-

fall (overlioad): Table'2 projects total

overhiead. for.all'ser or’one:year. Tofigure the por- -
tion of overhead reld particular services orjobs, you
allocate :the:various’ overhiead costs by: calcilating the
d rate. I S
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The way you calculate the overhead rate should relate
the overhead costs to the primary cause for the

overhead cost being expended, reflecting a reasonable .
amount of total overhead to each service. The overh'ead,‘-'if?f
rate can be expressed as a decimal, as a percentage, or 2
as an hourly rate. The use of the overhead rate helps to:
assure that all the overhead costs expended throughout:__;;;.:‘
the year will be recovered as the business’s services ares
sold throughout the year. : e

In a situation where employee wages vary a lot, as
when higher paid employees work with more expensive: i
equipment, the overhead: cost is allocated on the basis of =
direct labor cost. This occurs because a large propor- ;%
tion of the overhead cost will consist of equipment
depreciation (other indirect cost), interest on the capital:
invested in equipment, and electrical costs. The:.
overhead rate is determined as follows:

= Total Overhead Cost
~ Total Direct Labor Cost

This is the most common method for allocating
overhead cost to the specific service performed. The -

above rate is suitable for machine shops and auto repaix_-fgsﬁ
shops. ' i

(1) Overhead Rate

In some cases there is relatively little difference in the
hourly wages paid to different employeus. In other -
cases, no relationship exists between the level of the. -
worker's skill and the amount of equipment used by the;
worker. Under such circumstances, total overhead cost:,
may be allocated on the basis of direct labor hours as : “i
follows: : ‘ S 3

(2) Overhead Rate = Total Overhead Cost
* Total Direct Labor Hours

~~~~~~~~~



/The above rate is suitable for businesses such as
‘secretarial services or janitorial services. The overhead
.costs result mainly from the workspace, supervision,
.and electricity that the workers need in order to provide
‘the service. Using formula (2), it is possible to determine
‘the overhead cost per hour per employee.

\Calculating the Overhead Cost In determining the total
‘overhead cost, a small business should not depend sole-
ly on last year's income statement. Due to inflation and
business growth, last year's overhead costs do not ac-
Curately reflect today's overhead cost. The best ap-
proach is to project the.overhead costs for the near
future, that is, the anticipated overhead expenses for the
next six months to one year. The projected overhead
cost will reflect additional administrative salaries, the
depreciation of new equipment that the business plans
to purchase, rent increases, energy cost increases, etc.
Table 2 shows projected overhead expenses for a small
business, ABC Repair Company. -

The payroll taxes included in the projected overhead
expenses for the service business are only those paid on
executive and office salaries. The direct labor payroll
taxes, holiday pay, vécation pay, etc., are included in
the direct labor cost shown in Table 1.

ABC Repair Company
lable 2 Projected Overhead Expenses
for the Upcoming Year

Indirect Materials

;. Office Expenses $ 1.800
- .Postage 450
i . Repairs : 2.900
:Shop Supplies 2.700
“ Utilities 2,400
;. Telephone 4.400
i $ 14.650
Indirect Labor
. Executive Salaries $30.000
- Office Salaries 7.000
Payroll Taxes 12.000
.- Travel & Entertainment: 700
49.700
Other Indirect Costs .
. Accounting $ 2,400
' Advertising 4.800
..:Auto-Truck Expense (Transportation) 5.400
i Depreciation 9.650
- Insurance 1.240
.. Interest 2.560
v Licenses 650
.~ Miscellaneous Expense " 500
IR ' " 8.450

Rent :

Hiew

To insure that all overhead costs are included. it is best
to project the overhead costs for a full fiscal year. This
aids in the treatment of expenses that occur only once

each year, such as business licenses.

Cost Calculation Example Perhaps the most common
type of service business is the repair business. The cost
calculation procedure illustrated here for the repair
business can be used for other types of service
businesses. The only precaution that needs to be taken
is that the appropriate overhead rate formula which
reflects the business's operation, as discussed above. be
used in the calculation.

It has been estimated, based upon previous experience.
that a specific repair job will require $20 of parts and 2
hours of labor by an employee whose labor cost is $5.00
per hour (These estimates will be used throughout this
Aid). As discussed earlier, the total cost of producing
any service is composed of: 1) the material cost, 2) the
labor cost, and 3) the overhead cost.

To determine the material cost (the cost of the parts).
check the cost of the part in your inventory or geta
price quote from your parts supplier. A parts wholesaler
is the source of the $20 material cost in this example.

To determine the total direct labor cost. the number of
hours of direct labor used is multiplied by the actual
direct labor cost per hour. An employee whose actual
direct labor cost is $5.00 per hour, including payroll
taxes and fringe benefits (see Table 1), requires two
hours to complete the repair job.

Labor Cost = Direct Labor Cost per Hour X Hours Re-
quired

Labor Cost = $5.00 per Hour X 2 Hours

Labor Cost = $10.00

The projected overhead expénses were projected to he
$100,000 per year, as shown ‘in Table 2. The nature nf
the repair business is that overhead costs are most
directly related to direct labor costs than to direct
material costs. The total projected direct labor cost in-
cluding payroll taxes and fringe benefits was determin-
ed to be $50,003.20 (see Table 1). The formula selected
to determine the overhead rate based upon the direct
labor cost is:

(1) Overhead Rate = Totél Overhead Cost
Total Direct Labor Cost

= $100,000
$50,003.20

= 2.00
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In most small businesses, the overhead rate is between
one and two (i.e.. between 100% and 200% of the direct
labor cost). This is based upon the author’s five years of
small business management consulting experience.
Businesses that are very labor intensive, such as a
janitorial service. will have an overhead rate much less
than 100%.

To determine the overhead cost allocated to a specific
i job, the labor cost is multiplied by the overhead rate as
; shown below. .

© (1) Overhead Cost = Direct Labor Cost X Overhead
. Rate

= $10.00 X 2.00

= $20.00

To determine the total cost of the repair job, the
material cost. the direct labor cost, and the overhead
cost are added together:

$20.00

Material Cost
Direct Labor Cost 10.00
Overhead Cost 20.00

Total

35000

Pricing

Calculate th» profit and add it to the total cost to get the
price to charge for the service. in this case a repair job.
Prices charged by competitors (similar service
businesses), economic conditions of supply and demiand.
and legal. political. and consumer pressures all in-
fluence the profit you can-expect for your service and
hence the price you can charge for your jobs. Inflation,
the amount of business you have (i.e., number of jobs).
‘and your productivity (the. effncnency and quality of your
business and service) also all affect your profit and the -
way you figure your prices. You can choose from
several pricing methods. Common business practice is

- to express profit as a percentage of the base used for
pricing calculations no matter whlch pricing method
you use. . :

. Pricing Alternatives In considering the total cost of the
% repair job discussed above, the material cost can nor-
% mally be predicted with a:high degree of accuracy.
. Labor and overhead costs ‘cannot:be predicted with such
- a high degree of accuracyi"An employee ‘may not- feel

- well on a given day. Or there may ‘be an equnpment
,&,V_braekdown Either. will' reeultin higher than expected
-labor costs. A provnsion to edjust for; fluctuetmg labor
' and overhead costs can be establlshed through your ap-

. Proof $50 X 22% = $11

the job price: $50 + ($80 X 14%) = $50 + $11 = $61.
Ve P

costs independently, allowing for variations in labor and
overhead costs among jobs. For example. a 10% profit

on material, a 30% profit on direct labor, and a 30% 4
profit on overhead can be used to determine the price of :;
the service. '

proach to profit. The profit can be applied to the three ‘

Material Cost + Profit of Material i

$20 + $20 X 10% = $22.00 $2 #
Direct Labor Cost + Profit on Direct Labor . »e
$10 + $10X30% = $13.00  $3 ;
Overhead Cost + Profit on Overhead ‘«
$20 +  $20X30% = $26.00 $68 ?
$50 Cost $61.00 Price $11 Profit . ,g

The concept of applying a different rate of profit on the - %
three underlying costs (materia!, labor, and overhead) i is ;f-,‘z'-
one method of dealing with the large difference in e
predictability of costs that exists between labor and .
materials in most service businesses. To reflect the fluc-.
tuations in utilization and cost of labor and overhead
from job to job, your profit on labor and overhead
should normally be higher tha: - profits on materials.

T;.Apik;r v

Direct Cost Pricing With this method you set your sell- i
ing price based on direct cost, that is, on direct materials :
(DM) and direct labor (DL). DM of $20 plus DL of $10 = %
equals Direct Costs of $30. Overhead {OH) costs are SZO.
so to earn the $11 profit you need, your selling price - - :
must be at least $31 above your direct costs. To find the
percentageof profit on direct cost to charge. divide g
direct costs into overhead plus needed profit: ' i'

$31 (511 + $20) - $30 = 103 1/3%
(proof $30 X 103 1/3% = $30 X 1.033 = $11)

Profit Margin Pricins This profit rate is expressed as a
percentage of your full costs. Full cost is divided into
the needed profit to get the percentage of profit margin:

$11 - 850 = 22%

Profit can also be fngured as percentages of assets used .
on the job. This method is called return-on-asset pric-:
ing. Thus, full cost per job plus the needed profit (rate
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ne of the most widely used pricing methods for service
flented businesses is time and material pricing. Time
‘expressed as the labor cost per hour, calculated as 1)
irect labor (DL) and payroll-benefits (see Direct Labor
ost explanation), including 2) overhead (OH) costs not
ilated to materials and 3) needed profit. Material cost
‘the direct material (DM) cost and overhead (OH) plus
)% for needed profit. (Note overhead has been

located to labor and materials.)

t

ime: DL $5 per hr. X 2 hrs. = $10
OH $7 per hr. X 2 hrs, = $14 .
24
7 needed profit
831
laterial: DM $20
‘ OH__3

$23 + ($23 X 30%) =
$23 +$9 (profit) =

nount of overhead cost associated with obtaining parts
isides a telephone call to order them. Charging a large
nount of overhead to parts may result in pricing
wurself out of the market.

A

&

1 most small repair businesses, there is not a large A

By all these methods you are deriving a selling price for
your service. Sometimes however you start with the sell-
ing price already established — by competition or
economic conditions. Then you must figure out the
most cost you can incur and still earn your needed pro-
fit,

Summary

The total cost of producing a service is composed of
direct material, direct labor, and overhead costs. This
cost information is used as a basis for setting prices and
profit. From alternative pricing methods you select one
that earns a satisfactory profit and is easy for you to
use. Given regulations, competition, and the economy,
you must have a pricing strategy that keeps your service
competitive and profitable. The more exactly you figure
your costs and set prices, the greater your chances for
continued and profitable business.
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“This Aid is a checklist for the ownor-menuer of a

**'small retail business. These 52 questions probe the

;| considerations—from markup to pricing strategy to

| adjustments—that lead to correct pricing decisions.

:'} You can use this checklist to establish prices in your
.| new store, or you can use it to periodically review

| your established pr!m'ng policy. .

¢
i

‘| A retailer’s prices influence the quantities of various

- | items that consumers will buy, which in turn affects

“|'total revenue and profit. Hence, correct pricing deci-
| sions are a key to successful retail management. With

this in mind, the following checklist of 52 questions has
been developed to assist small retailers in making
systematic, informed decisions regarding pricing
strategies and tactics. :

j"l‘his checklist should be especially. useful to a new

‘retailer who is making pricing decisjons for the first

| time. However, established retailers. including suc-
| cessful ones, can also benefit from this-Aid. ‘They may
il use it as a reminder of all the individual pricing deci-

gions they should review periodically. And, it may also
e used in training new employees who. will have pric-

:fing authority.

| The Central Concept of Markup

‘| A major step toward making a profit in retailing is sell-

.ing merchandise for more than it cost you. This dif-
-ference between cost of merchandise and retail price is
-called markup (or occasionally markon). From an

' “arithmetic standpoint. markup is eelculated as follows:

j Dollar markup =

Retail pfiee ~ Cost of the merchandise

Dollar markup

gPercentage markup = Retall price |

b . :
-+ [f an item cost $6.50 and you feel consumers will buy it

at $10.00. the dollar markup is 83.50 (which is
$10.00—86.50). Going one step further, the percentage

| markup is 35 percent (which is $3.50 + $10.00). Anyone
{ involved in retail pricing should be as knowledgeable

| about these two formulas as about the name and

: ?preferences of his or her best customer' o

:‘ ;Two other key pomts about’ markup should be mention-

d.:First, the cost of merchandise used in calculating

merkup consists-of the base invoice price for the mer- .
chandise plus any transportation charges minus-any

quantlty and cash dnscounts given by the seller. Second,

A Pricing Checklist for Small Retailers

U.S. Small B

Numbera«11101u38iness Administration
retail price, rather than cost, is ordinarily used in
calculating percentage markup. The reason for this is
that when other operating figures such as wages, adver-
tising expenses, and profits are expressed as a percen-
tage. all are based on retail price rather than cost of the
merchandise being sold.

Target Consumers and
the Retailing Mix

In this section, your attention is directed to price as it
relates to your potential customers. These questions ex-
amine your merchandise, location, promotion, and
customer servjces that will be combined with price in
attempting to satisfy shoppers and make a profit. After
some questions, brief commentary is provided.

Yes
C

No
O

1. Is the relative price of this item very
important to your target consumers?

The importance of price depends on the
specific product and on the specific in-
dividual. Some shoppers are very price
conscjous. Others want convenience and
knowledgeable sales personnel. Because
of these variations; you need to learn
about your;customers’ desires in relation
to different products. Having sales per-

- sonnel seek feedback f;em shoppers is a

good starting point.

2. Are prices based on estimates of the
number of units that comsumers will
demand at various price levels?

Demand-oriented pricing such as this is
superior to c.st-oriented pricing. In the
cost approach, a predetermined amount
is added to the cost of the merchandise,
whereas the demand approach considers
what consumers are willing to pay.

3. Have you established a price vunge
for the product?

The cost of merchandise will be at one
end of the price range and the level
above which consumers will not buy the
product at the other end.

4. Have you considered what price
strategies would be compatible with
your store's total retailing mix that in-
cludes merchandise, location, promo-
tlon, md services?
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: Yes No
:+ 8. Will trade-ins be accepted as part of 0O 0

" the purchase price on items such as ap-
i pliances and television sets?

‘ Supplier and Competitor
- Considerations

This set of questions looks outside your firm to two fac-
. tors that you cannot directly control—suppliers and
competitors.

,6. Do you have final pricing authority? O G
R .
;' With the repeal of fair trade laws. "'yes"
+ answers will be more common than in

: previous years. Still, a supplier can con-
trol retail prices by refusing to deal with
non-conforming stores (a tactic which
-may be illegal) or by sellmg to you on
consngnment

. 7. Do you know what direct compet- O 0
. itors are doing price-wise?

.. 8. Do you kegularly review competitors’
q "ads to obtain information on their

. prices?

(1
0

9. Is your store large enough to employ -
i either a full-time or part-time com-
parison shopper? :

(1

These three questions emphasize the
point that you must watch competitors’
prices so that your prices will not be far
out of line—too high or too low—without
good reason. Of course, there may be a

. good reason for out-of-the-ordinary

- prices, such as seeking a special price

°: image.

A Price Level Strategy

- Selecting a general level of prices in relation to competi-
tion is a key strategnc decision, perhaps the most impor-
. tant. 4
,0. .
110, Should your overall strategy be to - 0
3 £ sell at prevailing market price Ievels?

ﬁ, The other alternatives- are an above—the—
% “market strategy or a below-the-market
§ strategy

Yes No
11. Should competitors’ temporary 0 0O
price reductions ever be matched? ‘ ‘
12. Could private-brand merchandise O -

be obtained in order to avoid direct
price competition?

Calculating Planned Initial Markup

In this section you will have to look inside your
business. taking into account sales, expenses, and pro-
fits before setting prices. The point is that your initial
markup must be large enough to cover anticipated ex- .
penses and reductions and still produce a satisfactory

profit.

13. Have you estimated sales, oper- —_— —_—
ating expenses, and reductions for the
next selling season?

14. Have you established a profit ob- 0O 0O .
jective for the next selling season?

15. Given estimated sales, expenses, O O
and reductions, have you planned in- :
itial markup? ‘

This figure is calculated with the follow-
ing formula:

Initial markup

operating expenses « reductions + profit
percentage =

Net sales + reductions

Reductions consist of markdowns, stock shortages. and
employee and customer discounts. The following exam-
ple uses dollar amounts, but the estimates can also be
percentages, and if the retailer desires a $4.000 profit.
initial markup percentage can be calculated:

$34.000 + $6.000 - $4.000
$94.000 « $6.000

Initial markup percentage = = 44%

The resulting figure. 44 percent in this example, in-
dicates what size markup is needed on the average in
order to make the desired profits. -

16. Would it be appropriate to have 0O 0O
different initial markup figures for

various lines of merchandise or ser-

vices?

]

You would senously consider this when
some lines have much different A
characteristics than other. For instance,

P AL
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. a clothing retailer might logically have
@ different initial markup figures for suits,

quently, very familiar regular price, and
not a large expenditure for consumers.

R

shirts. and pants, and accessories.
(Various merchandise characteristics are
covered in an upcoming section.) You
may want those items with the highest
turnover rates to carry the lowest initial
markup, :

Store Policies

Having calculated an initial markup figure, you could
proceed to set prices on your merchandise. But an im-
. Pportant decision such as this should not be rushed. In-
; stead, you should consider additional factors which sug-

Yes
23. Will price lining, the practice of 0

setting up distinct price points (such as
$5.00, $7.50, and $10.00) and then
marking all related merchandise at
these points, be used?

24. Would price lining by means of -
zones (such as $5.00 - $7.50 and $12.50 -
- $15.00) be more appropriate than

price points?

25. Will cent-off coupons be used in 0
newspaper ads or mailed to selected

gest what would be the best price.

o . Yes
17. Is your tentative price compatible r—
with established store policies? | h

.~ | Policies are written guidelines indicating
appropriate methods or actions in dif-
ferent situations. If established with
care, they can save you time in decision
» | making and provide for consistent treat-
‘g ment of shoppers. Specific policy areas
’that you should consider are as follows:.

18. Will a one-price system, under
which the same price is charged every
purchaser of a particular item, be used
on all items?

(]

The alternative is to negotiate price with
consumers. :

19. Will odd-ending prices such as 0
$1.98 and $44.95, be more appealing to
. | your customers than even-ending

prices? ’

20. Will consumers buy more if multi-- . C
. ! ple pricing, such as 2 for $8.50, is us-
- {ed? .

|21, Should any leader offerings 0
i {(selected products with quite low, less

;. i profitable prices) beuud? '

1122, Have the characteristics of b‘an effec-
‘tive leader offering been considered? =

rdinarily, a leader offering needs the
t#{following characteristics to accomplish

" |its purpose of generating much shopper
%! |traffic: used by most'people, bought fre.

é‘w,*‘} i the

STy,

Wl

A

) g

consumers on any occasion?
N .

Eo] 26. Would periodic special sales, com- O
bining reduced prices and heavier
advertising, be consistent with the
store image you are seeking?

27. Do certain items have greater 0
appeal than others when they are part
of a special sale?

28. Has the impact of various sale 0O
items on profit been considered?

Sale prices may mean little or no profit
on these items. Still, the special sale may
contribute to total profits by bringing in
shoppers who may also buy some regular-
price (and profitable) merchandise and
by attracting new customers. Also, you
should avoid featuring items that require
d a large amount of labor, which in turn
would reduce or erase piofits. For in-
stance, according to this criterion. shirts
would be a better special sale item than
men'’s suits that often require free altera-
tions. :

[]

29. Will “rain checks’ be issued to con- 0
. sumers who come in for special-sale
" —  merchandise that is temporarily out of
stock?

" You should give particular attention to
this desision since rain checks are re-
O  quired in some situations. Your lawyer
or the regional Federal Trade Commi-
sion office should be consulted for
specific advice regarding whether rain
checks are needed in the special sales
you plan.
133
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" 33. Are relatively largo levels of reduc- O

- trading area abnormal? .

Nature of the Merchéndise

In this section you will be considering how selected
characteristics of particular merchandise affect planned

“initial markup.

Yes No
30. Did you get.a ‘‘good deal’” on the O O
wholesale price of this merchandise?
31. Is this item at the peak of its
popularity? 0 0
32. Are handing a..d seiling costs 0 0

relatively great due to the product be-
ing bulky, having a low turnover rate,

" and requiring much personal sell-

ing, installation, or altoratiom?

0

tions expected due to. markdowns,
spoilage, breakage, or theft?

‘With respect to the preceding four ques-
- tions, “Yes'" answers suggest the

possibility of or need for larger-than-
normal initial markups. For example,
very fashionable clothing often will carry
a higher markup than basic clothing
such as underwear because the par-
ticular fachion may suddenly lose its ap-
peal to consumers.

*. 34, Will customer services such as 0 0

delivery, alterations, gift wrapping, and
installation be free of charge to

. custumers?

" The alternative is to charge for some or
¢ . all of these services.

- Environmental Consideratidns

The questions in thns section focus your attention on
three factors outside your business. namely economic

_conditions, laws, and consumerism.

<. 35, If your state has an unfair sales = G —
practices act that requires:minimum =
. markups on certain. merchandise, do
L. your prices comply with this stntute?
*-36. Are economic conditions in your O —

.. Consumers tend to be more price-

conscious when the economy is depress-

b1- ed, suggesting that lower-than-normal

“ - markups may be needed to be com-

petitive. On the other hand. shoppers are
less price-conscious when the economy
is booming. which would permit larger
markups on a selective basis.

37. Are the ways in which prices are 0
displayed and promoted compatible

with consumerism, one part of which

has been a call for more straightfor-

ward price information?

38. If yours is a grocery store, it is O
feasible to use unit pricing in which

the item's cost per some standard

measure is indicated?

Having asked (and hopefully answered)
more than three dozen question, you are
indeed ready to establish retail prices.
When you have decided on an ap-
propriate percentage markup, 35 percent
on a garden hose for example, the next
step is to determine what percentage of
the still unknown retail price is
represented by the cost figure. The basic
markup formule is simply rearranged to
do this:

Cost = Retail price — Markup
Cost =100% — 35% = 65%

Then the dollar cost. say $3.25 for the
garden hose, is plugged into the follow-
ing formula to arrive at the retail price:

$3.25
65% (or.85)

Dollar cost

Retail price =
Percentage cost

= $5.00

One other consideration is necessary:

39. Is the retail price consistent with O
your planned initial markups?

Adjustments

It would be ideal if all items sold at their
original retail prices. But we know that
things are not always ideal. Therefore, a
section on price adjustments is
necessary.

40. Are additional markups called for O
because wholesale prices have increas-

ed or because an item’s low price

causes consumers to question its quali-

ty?

41. Should employees be given pur- 0O
chase discounts?

147




2. Should any groups of customers,

*uch as students or senior citizens, be

given purchase discounts?

43. When markdowns appear necess-
ary, have you first considered other
alternatives such as retaining price but
changing another element of the retail-
ing mix or storing the merchandise un-
til the next selling uuon?

44. Has an attempt boon made to iden-
tify causes of markdown so that steps

can be taken to minimize the number

of avoidable buying, selling, and pric-
ing errors that cause markdowns?

45, Has the reiatiomhlp between tim-

.ing and size of markdowns been taken
into account?

In general, markdowns taken early in the
selling season or shortly after sales slow
down can be smaller then late

markdowns. Whether an early or late
markdown would be more appropriate in

a particular situation depends on how many

- consumers might still be interested in the

product. the size of the initial markup. and
the amount remaining in stock.

46. Would a schedule or automatic
markdowns after merchandise has been
in stock for specified intervals be ap-
propriate?

47. Is the size of the markdown *‘just
enough" to stimulate purchases?

This question stresses the point that you
hav e to ubserve the effects of markdowns
s0 that you can know what size
markdowns are “just enough” for
different kinds of merchandise.

48. Has a procedure been worked out
for markdowns on price-lined merchan-
dise?

49. Is the markdown price calculated
from the off-retail percentage?

This questidn gets you into the

il arithmetic of markdowns. Us'ually. you

Yes

1

No

0

[l

first tenatively decide on the percentage
amount price must be marked cown to
excite consumers. For example, if you
think a 25 percent markdown will be
necessary to sell a lavender sofa, the
dollar amount of the markdown is
calculated as follows:

Yes No

Dollar markdown = Off-retail percentage x Previous retail price

Dollar markdown = 25% (or .25) x $500. = $125,

Then the markdown price is obtained by
subtracting the dolar markdown form
the previous retail price. Hence, the sofa
would be $375.00 after taking the
markdown.

50. Has cost of the merchandise been
considered before setting the markdown

price?

This is not to say that a markdown price
should never be lower than cost. on the
contary, a price that low may be your

c"}' - only hope of generating some revenue

m the item. But cost should be con-

" 4;sidel!pd to make sure that below-cost

markdov‘v_x} prices are the exception in
your store m}igr than being so common
that your, totaL proflts are really hurt.

51. Have procedurps_ for recording the
dollar amcunts, percentages, and prob-
able causes of markdowns been set

up? :

Markdown analysis can provide
information for assist in calculating
planned initial markup. in decreasing errors
that cause markdowns. and in evaluating
suppliers.

52. Have you marked the calendar for a
periodic review of your pricing deci-
sions?

Rather than making careless pricing
decisions. this checklist should help you lay
a solid foundation of effective prices as you
try to build retail profits.

2U.S. GPO:
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- Goal 10.0. To understand financial management and planning

Competencies:

10.1 Plan cash flow to provide funds to meet expenses
10.2 Use breakeven analysis for planning
10.3 Invest excess funds

13




Plan Cash Flow

Einancial Planning

Financial planning is crucial for a successful business operation. You
will need to consider the amount of money actually needed to start your
business. Another very importent component of planning and budgeting is
the cash flow. Very simply stated, cash flow is the influx of money into
your business fram sales or borrowing to meet the expenses of operating
your business, causing cash to flow out of it.

Sales /

Income | \ Business ——|Bills

Operations
———» | Taxes

B‘orrowinga J . \

Inventory Costs

Interest
“

Information Planning

It may be at this point you will actively seek information offered through
continuing education resources, your state's small business resources (most
likely a part of the Department of Conmerce) and the United States Smell
Business Administration. '

You will get the information to fill out the daily cash sheet fram some of
your records--sales slips, customer account forms, and checking account
records.. On the left side of the form, you list the money caning into the
business that day. - The amount of cash is the money coming in fram
customers who pay for produets or services at the same time they buy. The
credit sale is the money caming in fram a customer who charged the product
or service and will pay for them at a later date.

On the right side of the form, list all the money going out of the
business. ' This might include salaries, utilities, equipment, inventory,
advertising, and other expenses.

By filling in a cash sheet every day, you can prepare business reports for
yourself, the bank, and the govermment. You can look at your financial
reports when you want to make an important business decision.




you start ¢ hame-based business, you will need to keep a file of
wpaid business bills. PFile bills in order by the date that the bill
to be paid; then when paying your bills write your checks in that

il

f
!

190 want to keep a separate record or ledger for each type of

ing made. On this form you will record every time money is paid
you peepare yearly finencial reports, you can easily add up all
a”:'ho pege and determine the total amount speat on a certain

le resord kesping system is adequate for the beginning hame
rs it s led o llnlrntz system. An office supply store
e & siagle-eatry system available.

:

i
!}

i

'
I
1
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bﬁln your hame-based business suecessful is a day-in, day-out job.
Besides all the other things you showld do to keep the business running
.otﬂuu have to keep your business successful by making sure you have
enough » keeping your profits wp and your costs down, and improving
your products and seeviees,

thsy mmall busincsses have "cash flow" problems at one time or enother. A
ocash fiow prodlem cesurs when the cash is flowing cut of the business
fester them it is flowing in. In other words, the business owner has to
pay bills prawptly every month, but the custamers are slow to pay the owner

the money they owe.

The reascn you will went to keep track of the cash n hand in your business
is to be assured that you will have h mone to meet your business
expensas. It is rescamended that you estimate your cash flow at least a
fow maths ahead. For learger business eaterprises same experts reccnmend
estimating the future business plans end expemses over a five year period.
This may not lnmnl or feasible for the small business person or hcme
eatreprensur, » 1t might be wortiwhile to make future predictions
for your business, locking abesd at least cne year.

If you projest that you will have extra cash you may wish to invest in
isproviag your business, or to put the extra cash in short-term investments
to eara same iaterest.

Conversely, if your business is heving cash flow problems, and your future

projections indicste a cash shortege, you may have to borrow money to keep

’olq. Myisg interest on borrowed money is a significant business expense
or the hame entreprensur.

Rty



The Cash Flow Statement

A good way to keep track of your cash flow is to use a cash flow statement.
Follow the record of your business on a dai ly cash sheet. Figure out a
cash flow statement for the past few months of your business operation.
Estimate or project a cash flow statement for the coming months.

A projected cash flow statement follows. It shows the cash you expect to
teke in and pay out in the next three months.

To figure the emount of cash on hand at the end of the month, subtract the
total expenses for the month from the total revenues for the month.

® month =

Date:

Cash Flow Statement

(projected for next three months)

(ash Revenues October November  December
Cash on hand fram previous month
Revenues fram customers
Revenues fram interest 0 17100
Total Revenues

Cash Payment
Salaries to loyees 40 120 2540120 2540 120
Supplies oy 000100  2200J00 32001 0C
Advertising 80 0( 0| 0¢ 12010C
Building Expenses 0100 ) | og l
Utilities 25 100 01 0¢ g
Other Expenses 25100 00  100]0¢

o e Total Expenses  |4850[20 4815120 gaseln
QASH ON HAND AT THE END OF THE MINTH 1IM' 419(

139
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Ways to Improve Cash Flow

To help solve cash flow problems you will find it necessary to look for
ways to economize and lower your business operating expenses. You may
consider raising prices as another way to increase revenues.

You will want to consider same alternative financing sources that are
available to small businesses. If suppliers offer an extended time
period for payment of bills, they are offering a form of credit that is
really short term financing. When suppliers extend this kind of credit
it is called "trade credit.” Trade credit is one of the largest sources
of amall business financing available. Trade credit will only be
continued as long as you maintain good relations with your supplier and
pay your bills on time.

By negotiating with your supplier you may be able to arrange terms to
repay in 30, 45, 60 or 80 days. If your supplier sgrees not to chenge
interest if payment .is made during the agreed time period, you have been
extended short term financing that will be beneficial to your business
during a cash flow crisis.

You may need to borrdw money fram a personal friend or relative. You may
need to borrow fram a lending institution such as a bank or commereial
f inance company. o ,

There are‘severt“nl ‘'ways to solve a temporary cash flow problem to help
avoid making a loan: -

-==Get customers to pay their bills more quickly.
--Limit credit extended to custamers.

--CQut down on goods ordered for inventory or resale.
--Negotiate with suppliers for extended credit terms.
--Search for ways to cut operating expenses. °
-~Reduce your own salary.

--Use profits to reinvest in the business.

w153



LR e P R T T T S
T T e T T e e T R

SRR A

o
! .
1

ERIC. -

FullText Provided by ERIC ,,h' v
B s e EE

ummary

Break-even analysis is not a panacea. It doesn't tell
you if your costs are out of line. It tells you only what
sales volume you need to cover fixed costs.

i It is, however, an excellent starting point for finding
out where you are and, more importantly, where you
| can go. It’s a good first step to planning.

This Aid, presented as a conversation between a
business counsellor (C) and the owner-manager of a
small store (O-M), discusses a simplified method of
calculating the break-even point for a small retail
operation. While this method is not appropriate for
manufacturers or large retailers, it provides a finan-
cial planning takeoff point for small stores.

Oo-M I'm ready to expand. I've just had a great
fourth quarter. I've got a chance to move to a
larger store in a good location. I really think
I'm on my way. Still, though, I don't want to
take any unnecessary chances and lose what
I've built up these first three years. What do

you think I should do?
C: Let me amwef your question with a qubl-

what will it be if you assume the added ex-
pansion cost?

I'm not exactly sure, but after that last quarter
I've got money in the bank and I'm paying all
my bills on time.

O-M:

What Bank Balances May Not Reveal

C: I'm glad to hear you're in good shape, but
* you can’t make an ’ntelligent expansion
decision based on your bank balance at a
given moment.

You ought to know, but why not?

C: Take your balance now, for example. It's a
lot better than it was at the end of the. first
quarter, isn't it?

Sure, but the first quarter's usually slow. It' a
fact of retail life.

And the fourth quarter is usuall'i'_g('tdd,"; o

rightt’

tion: What's your break-even point now and

Simple Breakeven Analysis for Small Stores

U.S. Small Business Administration
Number 1.019

Yes, that’s a fact, too. But mine was outstan-
ding—it was the best I've ever had.

O-M:

C: I'm sure it was, but it can distort the pic-
ture. If you're relying on your bank balance
for a feel for your break-even point, you
may just be guessing. Many things influence
your bank balance that may not necessarily
have a direct bearing on the break-even
point for you store. Seasonal fluctuation is
just one of them.

There are more?

C: Sure, capital expenditures, extraordinary
repairs, unusual outlays . . .

Okay, I get the point. My bank balance is
meaningless. I shouldn't expand.

C: We don't know that yet. After we find out
what sales volume you’ll need to break even,
then you'll tell me if you ought to expand or
not.

O-M: Some counsellor. First you tell me I don't

know what I'm doing and then you expect me

to advise me on expansion.

Break-even Analysis Is Not
a Substitute for Judgment

C: You’re wrong on the first helf of that; I
know you know retailing. But, yes, you’ll
decide on the basis of your business
knowledge and judgment whether or not ex-
pansion now makes sense.

O-M: I must be doing something right. I'm still in

business.

C: Exactly. You've made it through some of the
toughest business years, the first ones. And
you’re showing a fair profit. I think you've
got a real flair for merchandising.

O-M: Please, you'll make me blush. What about this

break-even thing?

What Break-even Means

C: Break-even is simply the point where costs
equal what you're taking in—no profit, no
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O-M:

c:

| B ple Ovenim llcity i

loss—over a relevant sales range. To
calculate this point you must work with on-
ly two factors, fixed expenses (like in-
surance or rent) and variable costs (like cost
of goods or sales commissions).

I sure wish my costs were fixed. Everything

goes up for me. My insurance, for example,
looks likes it's going up 25 percent over last
year.

iFixed and Variable Costs

Well, actually “fixed costs’ is something of
a misnomer. Sure, rents, property taxes, in-
surance, even the salary you pay yourself
may ﬂnctunta—bnt on a yearly bnil and not
in relation to sales. For tho purpose of
break-even analysis every cost that doesn’t
vary in relation to sales is clll “fixed.” Your
rent, for instnnco, stays the same for the
year whether you sell $250,000 or $2.50
worth of goods, though we know some rents
are tied to volume and vary. The same is
usually true of utilities, depreciation, and
similar expense items.

I see the point. Variable costs, then, are
basically my cost of sales? I have to buy more
if I sell more. If I paid commissions, I'd be
paying more for more sales, and that sort of
thing.

That's right. There can be other variable
costs, but we’re simplifying. In addition,
you'll probably find costs that seem to be
part variable, part fixed.

You mean they're “'semi-variable or ‘‘semi-
fixed?"

Yes, they're costs that remain fixed up to a
certain sales volume and then jump as that
volume is exceeded. For example, office
costs, or delivery expenses may fit in this
category. ‘

How do I treat them?

Use your good business judgment and split

.them between fixed and variable costs in
“what you consider & reasonable pmportion.

The important thing to hold in mix . for -
simple’ bruk-even anllylil isto knp it sim-

of this method. But simple break-even

analysis really helps you to see your way in-

to a planning problem and to establish its

perimeters.

O-M: I like the idea of simplicity, but I don't think
break-even sounds simple so far.

C: I think you'll see how easy it is if we work

through an example. Here, take a look at

this hypothetical income or profit and loss

statement for the B-E Retail Store.

B-E Retail Store
Income Statement -
For the year ending December 31, 19__

Item Amount Percent
Sales $60,000 100
Cost of Sales 42,000 70
Gross Profit 18,000 30
Expenses:
Rent $ 1,800 3
Wages 12,600 21
Utilities 2,400 4
Insurance 1,200 2
Taxes 600 1
All Other 600 1
Total Expenses 18,200 32
Loss for Period ($ 1,200) (2)

f "coum. a dnwlm:k
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B-E doesn't seem to have broken even.

- Correct. Let's find out what kind of sales

volume B-E needed to break even in that
year. For simplicity (there's that word
again) let's consider cost of sales (which is
70 percent of sales) as the total variable
costs and the expense items of $19,200 as
the fixed costs. We calculate the break-even
point by using an algebraic formula.

A simple one, I hope.

Of course. It's just S = F + V, where:

S = Sales at the break-even point,

F = Fixed expenses, and

V = Variable costs and expenses as a per-

. ,.-cent of sales.
b 4 "'. . N




All right, we know B-E's variable and fixed
costs. How do we get sales?

Let’s plug in the figures:
S = $10,200 + .708
108 = 3192,000 + 78

Excuse me, 10S?

I multiplied the whole equation by 10 to get
rid of the decimal fraction, because I think
it's easier to work with whole numbers.
Anyway, we get:

108 - 78 = $182,000

33 = 3192.000

S = $64,000

B-E needed $64,000 total sales to break even?
Anything less, they'd have a loss; anything
more they'd make a profit?

You've got it. Let's check it, though, just to
confirm it:

Sales : ~ $64,000

Less Cost of Sales  -$44,800 (70% of sales)
Gross Profit $19,200

Less Expenses -$19,200

Profit or Loss $0

Okay, so B-E has broken even. I think they'd
like to make a profit. I know I do.

:f:?'%‘”Calculating Break-even for a
¢ Gjven Profit

We can find out what kind of sales B-E
needed to make a profit using the formula
again. Leaving the other figures the same,
let’s put.in a modest profit—say,
$9,000—and see what sales they needed. The
formula now looks like. this:

Sales = Fixed Expenses + Variable Costs +
Profit.

You iust-add the desired amount of profit in?

Yes, really it affects the break-even point

just like a fixed expense:

S = $19,200 + .70S + $8,000 (dnind pmfit)

10S = $192;000 + 7S soo,ooo (multlplled
S by 10 to eliminate ‘fnctlon) : .

O-M:

O-M:

O-M:

35 = $262,000
S = 394,000

May I check the figures this time?

Certainly.
All right, let's see:
Sales $94,000
- Less Cost of Sales -$65,800 (70% of sales)
Gross Profit 28,200
Less Expenses -$19,000
Profit $ 9,000
Convinced?

Yes, I can see how this formula can help you
find how much you need to sell to break even
or make a given profit, but what about my
problem?

Break-even Analysis for Planning

C:

O-M:

C:

O-M:

Break-even analysis is just what you need.
It's primarily a planning tool. I've looked at
your Income Statement and divided it into
fixed and variable costs. As I see it, your
cost of sales, which we'll consider as your
total variable costs, comes to about 60 per-
cent of sales. Your fixed expenses ran about
$60,000. So for last year:

S = $60,000 + .60S

10S = $600,000 + 6S

4S = $600,000

S = $150,000

You had to sell only $150,000 worth of mer-
chandise to break even.

As you can see, I sold $200,000 worth, but 1
didn‘t make a $50,000 profit.

Right, you made a $20,000 profit just as the
bottom line indicates. Remember, you still
had those variable costs on sales even after
all of your fixed expenses were covered at
the $150,000 level.

Oh, I see, it's like this:

S = F + V + Profit

S = $60,000 = .60S = $20,000
10S = $600,000 + 6S + $200,000
4S = $800,000

S = $200,000

. )V‘.ﬁ:



,. Using Break-even Analysis to
' Examine Expansion Feasibility
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."fixed" ones, I expect to run about $1,000

Now you've got it. Let's consider your ex-
pansion question. How much will your rent
increase?

It would be about $5,000 more. 1 figure the
utilities for the larger space will be $2,000
more than | paid last years. Taxes, the

more and my insurance will increase about
$500. 1 also think I may need to hire another
sales person.

Let's say you do. What do you plan to pay?

I'd pay an experienced sales clerk about C:
$9.000. I'm toying with the idea of instituting

a 2 percent commission on sales as an incen-

tive, too. '

All right. We know it's not as simple as
we'll lay it out, but I think the analysis will
give you an idea of whether or not to ex-
plore the expansion idea more carefully and
in greater detail.

Fine.

Your fixed expenses will rise by $17,500, if
you include hiring another employee. That
brings them to $77,500, assuming no other C:
increases from last year's $60,000. For
simplicity’s sake let’s assume your cost of
sales (your variable costs) will increase only
by the 2 percent commission. That means 62
percent of sales for variable costs. So:

S = $77,300 + .82S

100S = $7,774,000 + 62S (multiplied by 100
to eliminate fraction)

38s = $7,775,000

S = $205,000 (approximately)

O-M:

O-M:

Business Judgment Still Necessary
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Only $5,000 more than I did last year? I can .
do that easily. ‘

And be $20,000 in profits worse off than last
year. Leot's put last year's $20,000 profit
in—in an expansion you still might want to
do at least as well:

S = $77,500 + .62S8 + $20,000

1008 = $7,750,000 + 628 + $2,000,000

388 =.$0,750,000

S = $287,000 (approximately)

i

Hm, that’s approximately a 25 percent sales
increase just to make the same profit as last
year.

Do you think you can boost sales by that
much? Perhaps you see long range benefits
from expansion that justify sac’ ‘ficing some
profit for the short run.

I'm not sure. I'll have to give it more thought,
look at the trends in my business and in this
area. My pricing policy may need adjustment. -l
Maybe I can cut some costs. But now at least ’
I've got a starting point, a dollar figure I can
work with and from. Most importantly of all,
I have a technique to help me attack my pro-
blem and help point me toward a rational
decision.

That’s what break-even analysis is all about.
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Invest Excess Funds

Introduction

A business should create wealth. One way to do this is through investment.
There are three basic categories of financial investments. They are:

1. portfolio investments,
2. real estate investments, and
3. investment in business.

A business must look at all its choices. It then chooses the best one or
ones to meet its needs and goals at that time. A business might make an
investment one year that it would not choose anr “er year. Investment in
humen resources is also discussed.

Portfolio Investments

In business, the term "paper"™ means a pledge to pay. The pledge or paper
can be sold or traded, meking it negotiable. For example, a check is a
type of "paper" because it promises to pay with money that is in your bank
account. It is negotiable becsuse it can be traded to someone else for
cash or for samething of equal value.

A business portfolio consists of its "paper" investments. A portfolio can
include b "1 short-term and long-term investments. Short-term investments

usually m .n from one to five years. Long-term investments mean more than
five years.

There are eight kinds of investments which involve "paper." They are:

1. share accounts

2. U.S. Treasury bills and obligations

3. federal agency notes Fixed-Income

4. bank time deposits and certificates of deposit ) —— Paper Investments
5. comercial paper

6. bonds
7. common stock | Growth-Income
8. mutual funds ¢ Paper Investments

Portfolio: Fixed-Income Paper Invesiments

Fixed-incame paper investments are investments that have an expected yield
or rate of return. These terms refer to the interest earned for a one-year
period fram a paper investment. It is expressed as a percentage of the
investment amount. For example, the rate of return of a savings account at
a bank may be five percei.t a year.
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Advantages of fixed-incame investments are: a) they will produce dividends
or interest; b) they are relatively easy to turn into cash; ¢) they produce
return in a relatively short time; d) they require little or no management;
and e) they are generally low-risk. Let us take a closer look at the six
kinds of fixed-incame paper investments.

1. Share Account. A business can always invest in a credit union share
account. This means a business deposits money into a credit union account.
In banks, it is called a bank account; in credit unions, it is called a

. share account. These accounts are insured by the Federal Govermment (in

case the credit union fails or the money is stolen) and they pay interest.
The amount of interest paid by a eredit union is the business's
rate of return or the largest amount of incame that can be produced from a
risk-free investmert. It becomes the standard by which all other business
investments are judged. ‘If a share acecount pays seven percent, then all
other investments must pay seven percent or more. Seven percent is that
business's opportunity rate of return.

2. U.8. Teasury Bills and Other Obligations. U.S. Treasury bills are sold
for less than the amount that is shown on the face. This is called being
sold at a discount. When the bill matures, in three, six, nine months, one
year, etc., it can be turned in-for the face amount. The difference
between the amount you paid and the face amount is the profit on the
investment. These are very safe investments and have a high liguidity.
That means they can be easily changed into cash if needed.

The U.S. T‘easury also is'sues‘ other kinds of paper investments:

a. Bonds--these mature in more than seven years and cost $25
or more; ‘ .

b. Notes--these mature in less than seven years and are sold
in thousand dollar amounts;

c¢. Certificates of indebtedness--these mature in a year or
less and cost all different amounts.

U.S. Treasur'y' paper is considered to be the most conservative investment
possible when it is held till maturity.

3. PFederal Agency Notes. These are like Treasury paper because they are
safe and highly liquid. Examples of federal agenecy notes are: Federal
Home Loan bank notes and Tennessee Valley Authority notes.

4. Bank Time Certificates of Deposit. A business can deposit money in a
bank for a certain length of time. The bank pays interest on the deposit.
This is called a Time Certificate of Deposit, or TCD. It is non-negotiable
and has a fixed maturity date. Banks also issue negotiable certificates.
"li‘hese are just like TCDs, except they usually regquire much larger

eposits. - -

5. Commercial Paper. These are notes issued by major finance and
industrial companies. They are issued for short periods of time to raise
working capital.
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6. Bonds. A bond is a type of loan made by a) the federal govermment; b)
state or local government; and ¢) private business corporations. State and
local government bonds can be tax exempt, but usually pay lower interest
than private corporate bonds. Most bonds are considered to be relatively
low-risk investments. Bonds have a fixed rate of return over a specific
period of time. When they mature (in 1 to 30 years) they can be cashed in
for their face value.

All of the first six examples of paper investments produce the best yield
of low-risk investments. More information about them can be obtained from
an investment banker.

The chart below shows what the rate of return was on several types of
fixed-income paper investments for the year 1977.

WHAT YOU CAN GET FCR YOUR DCLIAR

If you had put your money in: Your yield would have been: .
% 1

U.S. Treasury Bills (90 days) 5.20
U.S. Treasury Bills (180 days) 5.50 5
Canadian Treasury Bills (90 days) 5.20 i
TDs (less than 90 days) 5.38-5.63
TCDs (more than 90 days) 5.75-6.0 ‘;
Govermment bonds-short term 5.80 4
CGovermment bonds-long term 7.40 ;
Municipal bonds-long term 5.1 o
Corporate bonds 8.47
Utility bonds - 7.20 i

Source: Continental Bank, Wright Investors' Service.




Portfolio: Growth-Income Paper Investments

1. Common Stocks. Shares of ownership in a business or corporation are
known as common stock and are one of the major factors in the American
economy. They are the usual means of raining money for a corporation.
Investment in common stocks makes money in two ways. The board of
directors can declare a dividend. This is paid to stockholders. Second,
the value of stock can increase, so it is worth more than the original
price. For these reasons, the investment in common stock paper can grow
and is called a growth-incame paper investment. This is different from the
first six kinds of paper which produce a fixed rate of return.

There are two major disadvantages to cammon stock. a) There is no
assurance that the money invested will be paid back. It is a higher risk
investment than the first six kinds of paper. Investments in ecammon stock
should be limited to the amount of money a person or corporation can afford
to lose if the business fails. b) The stock market changes daily, so the
value of stock changes daily. The value of common stock will go up and -
down, on a daily basis, but eventually be worth more if the business

grows. '

2. Mutual Funds. Meny investors buy shares in a professional investment
campany or "mutual fund." The investment company then buys and sells stock
in other companies. Mutual funds have several advantages, even for the
smaller investor.

a. The investment company spreads its investments around by buying
into several conpanies. This cuts down on the risk of loss by any
one investment.

b. Mutual fund stock is highly liquid. It can be bought end sold
like common stocks.

¢. Professional management, rather than each investor, determines
what the mutual fund will invest in and how the investment will be
managed.

Real Estate Investments

Real estate investment is the investment of money into industrial,
camercial or residential type lands and buildings with the idea of earning

more money. Real estate investments creute profits for the investor in two
ways:

e incame from rents and leases (this is cammcnly called the annual
income flow);

e increase in value of property so it can be sold for more than it
cost. '

Income from rents and leases. While these can go up or down, they are
usually fixed for a certain time period by a contract. This is predictable
incame.



Increase in value. The increase in value of sanmething is called
appreciation. Just like paper investments, a business should know when it
can expect to make same money from its investments in real estate. There
are two values to consider when selling a real estate investment. One is
the book value. The other is the market value.

Book value is the amount paid less the depreciatjon. Buildings and
equipment wear out as they get older. They depreciate.

Market value is what the investment is worth on the market. That is, what
sameone will pay to buy it. While the book value usual ly goes down due to
depreciation, the market value usually goes up. This increase is called

Property taxes.. It must be remembered that as the value of real estate
increases, the property tex on it also increases. An investment in real
estate should produce enough incame to cover this additional cost.

Mortgaging real estate. If the business owns real estate and needs same
money ‘faster than it could get by selling its property, it can portgage it
at a bank or eredit union. ‘To mortgage means that the bank or credit union
loans money on the value of the property and then "owns" the property until
the debt is paid off. If the debt is not paid off when due, the lender
keeps the property. ‘As the value of the real estate increases, more money
can be borrowed agsinst it. Mortgaging is a good way to get cash quickly
and still have full use of your property.

Investment in Business

Like all other investments, a business venture must produce profits for the
business. - A decision to invest in business must take many factors into
consideration. Possible business investments include:

construction campanies fishnet campany trucking company
security company timber industry bank

general store fuel oil distributorship fishing. cannery
trailer sales fishing fleet .hardware store
barge line theater boat charters
airline bowling alley air freight line

Investment in Human Resources

A few words also need to be said about a fourth kind of
investment--investment in human resources. This is not investment in the
strict financial sense. A business needs financial profits, but it also
might want to improve the welfare of ijts people. To do this, the business
could decide to invest some of ijts capital in human resources.

-
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The most common investments in human resources are training programs and
education. There is no guaranteed financial rate of return on these.
investments. But the "yield" might be high in terms of peoples'
well-being. 'Also, a business could be more successful in the future if it
has adequately educated and trained its employees in the present. Also,
business money donated to a nonprofit organization such as an educational

or training center, would be tax-exempt. For these reasons, investment in
humen resources is a subject worth consideration.

from mm:m_mmmm, Cooperative Extension Service, University
of Alaska, Fairbanks, AK 99701. Publication #A-3-051.



Goal 11.0 To underétand how to design the space
needed for the business

Competencies:

11.1 List all of the items needed to start the business

11.2 Meke a diagram showing how work area is to be

arranged, including equipment, storage, display, and
customer areas
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What Makes a Good Office

Your offiee furnishings will have to be geared to the Space you make
available for an office. Cbsts can be kept down if you buy used office
furnishings or buy uafinished wood furniture and finish it yourself, Some
desks and other furnishings can be easily made or converted if you are

handy with tools. Msasure the space availsble and sketch a plan before
making any purchases.

If an offiee is worth having, it's worth setting uwp in a comfortable style.
Hore's a ehecklist of what's aveded for an efficient office.
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Ideas for Setting Up a Home Business Center
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Goal 12.0 To understand computerized programs
available for recordkeeping

‘Competencies:

12.1 Identify camputer programs that can be used for
recordkeeping for hame-based businesses
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Identify Computer Programs

The following information outlines software available to help the hame
entrepreneur in record keeping.

Title: Accounts Payable

Source: Continental Software

Cost: $250 (as of 12/1/83)

Hardware Requirements: Apple 11, I+, Ile, 48K, 2 disk drives, printer

Description: Continental's Accounts Payable is one of a set of related
accounting programs, each sold under the title The Conputer Programmed
Accountant (CPA). Although this package is fully capable of stand-alone
use, in the set each package can interact with all the others in sharing
data. This package accepts invoice data fram the user and maintains all
the standard files: vendor 1ists, cash requirements, discounts, payment due
dates, aging data, a 1ist of open invoices, and a transaction register.
The user directs the program to pay selected invoices, or to pay specified
categories of invoices. The computer then prints required checks and
enters the data in the check register.

LR SR 3N 3 2

Title: Accounts Payable

Source: Peachtree Software

Cost: $595 (as of 12/1/83)

Hardware Requixfements: IBM FC, 2 disk drives, printer

Description: As a part of a larger, integrated accounting system for the
IEM FC, Peachtree's Accounts Payable provides the small business manager
with many valuable tools. Included are vendor records, payment due dates,
discount amounts and dates, and cash requirements. The package contains
fifteen separate programs that accept input, create further data, prepare
reports, and instruct the user as to what further information is needed.
Available reports include cash requirements, open invoices, transaction
register, aging report, and a vendor file. Once the user directs the
canputer to pay an invoice, it prints the check and updates the internal
check register. The system is menu driven for simplicity of operation.

* % % %2

156




Title: Accounts Payable
Source: Xadio Shack
Cost: $489 for Model 11 and 12; $599 for Model 16 (as of 12/1/83)

Hardware Requirements: TRS-80 Model 11, 12 or 16, 2 disk drives or hard
disk,. 15: tractor printer

Description: This progream is part of a complete accounting package, all of
which can interact with mutually useble files. This is an accrual system
that provides: vendor file, alphabetical vendor list, accounts payable
transaction register, aging report, cash requirements, precheck writing
accounts, check register, general ledger distribution, and manufactor
analysis.

* % %%

Title: Accounts Receivable

Source: Continental Sof tware

Cost: $250 (as of 12/1/83)

Hardware Requirements: Apple II, II+, Ile, 48K, 2 disk drives, printer

Description: This program is one component of the Computer Programmed
Accountant (CPA) by Continental. It can be used as a stand-alone system.
Accounts Receivable allows for printing invoices or statement billing on
purchases. The vendor sells preprinted invoice forms or the user can use
regular camputer paper. Reports include current receivables, aging
receivables, monthly sales, year-to-date sales, customer lists, mailing
labels, and general ledger posting reports:. The detailed aging report
includes customer phone number for quick follow-up.

* % %%

Title: Accounts Receivable

Source: Peachtree Sof tware

Cost: $595 (as of 12/1/83) _

Hardware Requirements: IBM PC, 64K, 2 disk drives, printer

Description: This program is designed to interface with the General Ledger
System by Peachtree; however, either package can operate alone. This is a
carplete invoicing and statement-generating package that is fully menu
driven for simpliecity of use. CQustomer records, including credit
information and payment records, are maintained autamatically. The progrem
provides current eccounts receivable as well as three periods of ageA
receivables. It can also handle customer credit limits, overpayments,
prepayments, credits to accounts, and multiple transactions to open
accounts.

LI IR
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Title: Accounts Receivable
Source: Radio Shack
Cost: $499 Models 11 and 12; $599 for Model 1II (as of 12/1/83)

Hardware Requirements: TRS-80 Models 11 and 12 require 2 disk drives or
hard disk, 15" tractor printer

Description: Part of a fully integrated accounting system, Accounts
Receivable allows for open item or balance forward operation that provides
for invoicing either at sale or statement billing; current receivables as
well as sging reports, with or without details; customer accounts details
such as payment record, discounts, balances, and amount due at any given
time; and customer sales tax variations based on tex codes, figuring of
commissions, and discounts in camputing net amounts due.

Title: AMOS

Source: Computer Software International

Cost: $1,850 (as of 12/1/83)

Hardware Requirements: IBM FC, 64K, 2 disk drives, printer

Description: AMOS is a medical database management system that can be use”
to serve only o . *~» or a multidoctor office, or can be used on a
networking basis to se:ve multiple offices. It features medical data and
history collectinn using the national AMA format that lets doctors collect
directly forr Modicare. Medicaid, Blue Cross/Blue Shield, and EMC. Charges
can be speci{ ~d to pa.ient accounts, statements are generated, mailing
labels are printed, anc payments are recorded and credited. Appointment
scheduling is maintained and the doctor's free time is indicated.

s s %8
Title: AppleWw *-. II
Source: Apple Conputer
Cost: $195 (as of 12/1/83)

Hardware Requirements: Apple II, iI+, Ile with 80-column card, 48K,
printer

Description: This is a much improved version of Apple's original
AppleWriter. It is a good word processing system for the money and quite
adequate for most hame and small business applications. It provides a
tutorial section in the appendix, which leads the beginner through simple
camands. This is not a menu-driven system, so the user must memorize &
large number of CIRL keys and special conmands. It does, however, have &
very camp'ete help subprogram that cen be viewed at any time without losing
any text in the computer. One advantege of this program is its efficiency.
Relatively little memory space is occupied by AppleWriter II at any time,
thus allowing for much larger test files than many other word processing
packages.. 158
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Title: Autoshop

Source: Dale-Data Datae Processing Service

Cost: $865 & up (as of 12/1/83)

Hardware Requirementé: IBM PC, 64K, 2 disk drives, printer

Description: This package solves day-to-day problems associated with the
managemeni of an auto repair shop; maintains customer repair orders,
customer order invoicing, svpplier lists, and miling lists; and provides
profit reports by single mobs or by time frame. It includes a payroll
system for enployees using any one of four methods to figure gross pay.

€ % % %=
Title: Business Grephics Analysis Pak
Source: Radio Shaex
Cost: $174.95 (us of 12/1/83)

Hardware Requ:raments: TRS-80 Model III, 48K, disk drive, graphics printer
or multipen p:ctter

Deseription: The user supplies the types of graephic required, the number
of elements, labels, and item values. The programn does the rest. Disk
files. such as VisiCale, can be used to provide the data. TRS-80's
excellert color grephic printer produces high-quality reproductions of the
graphics as seen on the screen.

€ % & 88
Ticle: Client Billing System
Source: High Technology Sof tware Products
Cost: $100 (as of 12/1/83)

Hardware Requirements: Apple 1I, II+, Ile, 48K, 132 column printer, 1 or 2
disk drives

Description: Client Billing System keeps track of customer/client
transactions using either an hourly or a fixed rate charge. The system
will accormodate up to five hundred different rates. Menu driven, the
package handles job cost analysis, payments, and charges.
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Titles Computerized Farm Records
Source: Micro LearningWare
Cost: $99 (as of 12/1/83)

Hardware Requirements: Apple II, II+, Ile, 48K, TRS-80, 32K, disk drive,
printer

Description: This package provides a very simple general ledger system,
tailored specifically for farm operation. It accepts expense, receipts,
and enterprise records. Transactions can be taken directly fram the
checkbook and deposit slips. It provides reports showing cash receipts and
disbursements on a month-to-date and & year-to-date basis either by
enterprise or in total. Also available are capital purchase status
reports, financial statements, and an income statement. Noncash
transactions can be accommodated. The program is fully rinu driven. While
more expensive packages provide more sophisticated capabilities, this
package performs many functions for a relatively low price.
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Title: Discounted Cash Flow Analysis

Source: Isaac Sof tware

Cost: $35 (as of 12/1/83)

Hardware Requirements: Apple II, II+, Ile, 48K, disk drive, printer

Deseription: This package discounts or accunulates cash flow at specified
interest rates or solves for yield. Cash flow data can be entered for any
day in a year fram 1850 to 2049. It includes extensive editing and data
handl ing capabilities. Files can be updated or merged as needed.

Title: EZEntry

Source: Systemics

Cost: $99.95 (as of 12/1/83)

Hardware Requirements: IBM PC, 64K, 2 disk drives, printer

Description: EZEntry is an order-entry program that stores up to two
hundred product codes and can hendle up to five hundred orders per storege
diskette. It accepts order entries and camputes costs, tax, discounts, and
wholesale and retail price. It also prints customized invoices. For the
user with same camputer experience, the files can be interfaced with
accounting software; however, this package does not offer that capability.

."i;"“ ] 160

173



Title: General Ledger

Source: BPI Systems

Cost: $395 (as of 12/1/83)

Hardware Requirements: Apple II, II+, Ile, 48K, 2 disk drives, printer

Description: General Ledger by BPI is well respected in the industry. It
can be used as a stand-alone system or it can function as a part of the
integrated general accounting system by BPI. The very thorough
documentation is designed for the nonexpert and a simulated busines: is set
up on diskette to illustrate the program for the beginner. It works fram a
general journal that interfaces with all other subsidiary ledgers in the '
system. This system allows for the creation of up to four hundred general
ledger accounts, one hundred payroll ledgers, five hundred accounts
receivable ledgers, two hundred acccunts payable ledgers, two hundred cash
disbursements records, and an invoice register. The BPI system includes
accounting functions that must be purchased separately in many other
systmo

Title: General Ledger
Source: Peachtree Sof tware
Cost: $595 (as of 12/1/83)

Hardware Requirements: IBM PC, 2 disk drives, 64K, IBM PC DOS and disk
BASIC extension.

Description: IBM considers this package to be the "heart" of its total
accounting system. It can stand alone or interact with an integrated
series of general accounting programs by the same vendor. It maintains a
detailed account of all financial transactions and produces balance sheets
and incame statements. A transaction register is generated by account
number, source, entry session, or department, at che user's discretion. It
allows for comparison of prior-year records to budget amount for the
current year. Repeating entries are made sutomatically. The system
contains a depreciation-schedule-generating function,
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Title: General Ledger
Source: Radio Shack
Cost: $489 for Model 11 and 12; $599 for Model 18 (as of 12/1/83)

Hardware Requirements: TRS-80 Model 11, 12 or 16, 2 disk drives or hard
drive, 15" printer with tractor drive

Description: This program is designed to stand alone or to interact with
the camplete accounting system marketed by Radio Shack. It allows for
establ ishment of accounts payable, accounts receivable, and payroll
ledgers. The system generates the following reports: income statement,
balance sheet, supporting schedules, accounts chart, financial statements,
a register of general ledger transactions, trial balance work sheets, and
cash flow statements.
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Title: Infotory
Source: SR

Cost: $425 for IHM; $285 for Apple (versions are not interchangable) (as
of 12/1/83)

Hardware Requirements: Apple 11, II+, lle, 48K, IBM FC, 64K, 2 disk
drives, printer

Description: Infotory is a camplete inventory management system on Apple
with DOS 3.3 and can maintair about 1,200 inventory items; DOS 3.2.1 can
handle about 1,000 different jtems. On IBM, single-sided drives can
maintain records on 2,600 different items; double sided drives can handle
about 5,000. Documentation is quite complete and the package is menu
driven. Infotory allows the user to make entries and inquiries on
individual -terms at will. Inventory reports, sales analyses, cost
analyses, and price 1ists can be obtained, as well as on-hand and on-order
cost and numbers for individual jtems. The program includes a reorder
reminder when items are running low in stock and provides a reorder list on
cam mand.

s % % 5=
Title: Insure
Source: The Software Terminal
Cost: $250 (as of 12/1/83)
Hardware Requirements: IBM PC, 128K, 2 disk drives, printer
Description: This package is designed to assist in the management of a
small-to mediun-sized insurance agency. It stores client records of almost
forty items in the client master file. Also inecluded are separate files on

policies and paid and pending business. Mailing lists and labels are
uvailable on demand. '
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Title: Inventory Control

Source: BPI Systems

Cost: $425 (as of 12/1/883)

Hardware Requirements: Apple II, II+, Ile, IBM PC, 2 disk drives, printer

Description: The BPI Inventory Control package is designed to operate
alone or in conjunction with the General Accounting System that includes a
t tal of five applications packages: payroll, general ledger, accounts

1 :ceivable, accounts payable, and inventory control. This highly automated
gystem is fully menu driven and includes tutorial materials in the
documentation to teach the beginning user. Each inventory record includes
fifteen items of information. The program takes orders, inquiries,
updates, purchases, credit memos, and other user imput; produces shipping
orders, routing slips, purchase orders, invoices, customer lists, and
vendor lists; and provides numerous management reports such as inventory
control general ledger, profit and loss statements, trial balances, order
lists, and cash receipts, among many others. This is & very camplete and
versatile system.

Title: Inventory Control System
Source: Radio Shack
Cost: $299 for Model 11; $399 for Model 11 and 16 (as of 12/1/83)

Hardware Requirements: TRS-80 Model 11 with floppy or hard disk, Model 16
with hard disk

Description: The program assists in cycle counting, ordering, and report
generation. As purchases are made, the program posts receipts, prints
mailing labels, and fully maintains files on listed items. Inventories are
updated as purchases are made &nd reorder lists and campany purchase orders
are prepared as inventories are depleted.

Title: KYC (Know Your Client)
Source: Executive Microcomputing Sof tware
Cost: $124.95 (as of 12/1/83)

bardwsre Requirements: Apple II, II+, Ile, IBM FC, 48K, disk drive,
printer optional

Deseription: KYC is a client-prospecting and follow-up system. It
maintains information on client name, title, address, phone, campany name,
and data on last contact; keeps track of "callback request"; and provides
lists of clients who have not been contacted in the last thirty and sixty
deys. Meiling lists and mailing labels can be generated.
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Title: Lazy Writer

Source: AlphaBit Conmunications

Cost: under $50 (as of 12/1/83)

Har are Requirements: TRS-80, 32K, disk drive, printer

Description: Using this standard word processing package, the operator can
produce letters, forms, memoranda, mail labels and lists, manuseripts, and
other written material of any length. Features are fairly standard.
Included are boldface and underlining, which are not contained in many word
processing packeages.

Title: Money Decisions, Vol. I, Vol. II
Source: Eagle Software Publishers

Cost: $199 for Vol. 1: $299 for Vol. II: $399 for Vol. I and II (as of
12/1/83)

Hardware Requirements: Apple II, II+, Ile, IBM PC, TRS-80 (TRS-80 uses
®P/M), disk drive, printer

Deseription: This is a sophisticated set of progrems that facilitates
management decisions. It allows such comparisons as lease versus buy and
provides analyses of break-even points. Trend analysis and projection and
pricing and production decisions are handled as well as capital budgeting.
In addition, the program has extensive graphics capability for graphic
analysis and additional applications for accounting, banking,
manufacturing, medicine, construction, civil engineering, and equipment
leasing. Vol. I consists of thirty-four programs, Vol. II has thirty-six
programs. '
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Title: Multiplan
Source: MicroSoft
Cost: $250 (as of 12/1/83)

Hardware Requirements: Apple II, II+, Ile, IBM FC, TRS-80 Model 1, 11,
111, disk drive, printer

Description: Multiplan is an electronic spreadsheet with up to 255 rows
and up to 63 columns. Each cell in the matrix starts out blank, but the
user can enter numbers, labels, or formulas as desired. No knowledge of
programing is required; however, effective use of such programs requires
that the user learn the package and its commands thoroughly. Tutorial
exanples are included in the documentation for this purpose. Multiplan
allows the user to "1ink" up to eight different files on the diskette for
more camplex analyses. This feature allows the user to make an entry on
one spreadsheet and have all of the cells that are affected in the other
sheets automatically updated. Electronic spreadsheets are ideal for
financial projections, comparison of management alternatives, and answering
"what if" questions using budget data or production data. Like other
spreadsheets, Multiplan can be used in such "modeling” or simulation
roles.

Title: Order Entry/ICS
Source: Radio Shack
Cost: $499 for Model 11; $59¢ for Model i6 (as of 12/1/83)

Hardware Requirements: TRS-80 Model 11 and 12 with 4 disk drives or hard
disk, Model 18 with 3 disk drives or hard disk, 15" wide printer

Description: This packege is one part of a complete accounting system
marketed by Radio Shack. It requires end interacts with the Acco:. ts
Receivable package and feeds information to the Sales Analysis Pra 'sm.
Orders are entered and edited as needed. The program provides the
following reports: item receipt register; billing register, picking
tickets, order list, price list, jtem stock status report, and a purchasing
advice report. The program allows either single-pass invoicing or a two
pass order with separate billing.
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Title: The Order Scheduler

Source: High Technology Suftware Products

Cost: $130 (as of 13/1/83)

Hardware Requirements: Apple 11, 11+, lle, printer, 3 disk drives

Deseriptions The Order Secheduler a0 .epts purchase order entries fram the
user and mintains them on a first-in, first-out basis until they are
shipped. It prints a ecmplete daily shipping list, maintains a current
ioventory of shipped items, and deletes items from inventory as they are
purehased. Purchases that are to be filled repeatedly can be « -~red once
and resstivated st the specified interval. The system 3an hand,. up to
five umdred separate purchase orders at a time.

Title: P.A.C.E. (Praapt Accurate Cost Estimator)
Socree: High Technology Soft.are Products
Oet: N8 (cs of 18/1/83)

Herdware jrements: le 11, i+, lle, 111, IBM PC, 64K, 2 or 3 disk
drives, 1~u¥'o‘onn pmt:g' P T T P

Deseription: P.A.C.E. is a general purpose cost estimation system that
sooepts detalled tudgetary input fram the user. As in all spreadsheet-type
programs, it is not a swbstitute for accurate budgeting and record keeping
on the part of the user. It provides a detalled statement of estimated
ocst, imeluding & 1ist of rescurces needed and time requirements, When
prices or estimted data change, the program antomtically recalculates and
updates throughcut the system.

Titla:s Payroll

Source: Ooatinental Sof tware

Get: 23830 (as of 13/1/83)

Heordware Requirements: Apple I, II+, Ile, 4%, 2 disk drives, printer

Deseripiion: Coatineatal Software bas assembled a camplete four-module
ecscunting systea, of which Payroll is cne part. Cmplete personnel files
ere maintained cn each wxployee to include: time worked, wage or salary,
caraings, withholdiags, vacation time earned @W used, sick leave time
carned and wsed, and more. The program includes current federal incame tax
and FICA tebles that cam be wpdated by the user as they change. The
progrem caleulates the payroll, prists the cheoks, and updates the payroll
account extamtiecally. For am additiosal fifty dollars yearly, Continental
will swpply wpdated tax data disks.




Title: Payroll
Source: Radio Shack
Cost: $599 for Model 11 and 12; $699 for Model 16 (as of 12/1/83)

Hardware Requirements: TRS-80 Model 11, 12, or 16 with 2 disk drives or
hard disk, 15" printer with tractor drive

Description: This is a camplete peyroll system that accepts wage or salary
data, camputes payrol!, and prints checks. It then interfaces with the
gene: 1l ledger system to update the payroll account contained there., It
handies hourly or salaried employees and allows up to seven different
payroll frequencies. Vacation, sick leave, and recall information are
maintained, and up to one year of detailed pay history can be recalled.
The packege computes deductions for taxes and prints out W-2 forms at the
end of the year.

Title: PFS:File
Source: Software Publishing
Cost: $125 for Apple; $140 for IEM (as of 12/1/83)

Hardware Requirements: IBM FC with 64K, Apple 11, II+, Ile with 48K, 1
disk drive required, 2 disk drives preferred, printer

Description: A very sophisticated data management system, PFS:File has
excel lent documentation and is easy to learn and sinple to use. It allows
the user to develop virtually any data format required. The screen shows
exactly what the printed matter will look like to facilitate form design.
Item lengths are completely open up to the maximm length of a given form.
This feature allows for descriptive material or remarks sections to be
included. The current version includes mumerical or alphabetic searches
and sorts: keyword, greater than, less than, between, and "not" searches.
Updating of existing entries, eddition of new entries, and reformatting of
existing formats can be accamplished without loss of data previously
entered. Mailing labels, checks, and forms of almost any kind can be
printed. Only one type of form can be maintained per disk, which seems a
bit wasteful of disk space; however, this cuts down on the likelihood of
errors. The programs can search any combination of fields at ane time. If
the form is developed with sorting in mind, the program can sort more than
one field at a time.
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Title: PFS:Graph
Source: Software Publishing
Cost: $175 ((as of 12/1/83)

Hardware Requirements: Apple 11, II+, Ile, 84K, 2 disk drives, graphics
capable printer with graphics interface, color monitor preferred but not
required for monochrame display

Description: PFSiGraph produces line, bar, and pie graphs in monochrame or
color. While true text is not available, the high-resolution grephies text
generator provides a lebeling capability for this program. Data stored on
PFS:File can be used to generate graphs, or data can be specified
separately. Pictures are saved as binary files that can be "dumped" onto
graphics-capable printers. :
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Title: Property Listings Comparables
Source: Realty Software
Cost: $325 (as 12/1/83)
Hardware Requirements: IBM PC, disk drive, printer
Description: This package provides a system for the maintenance of
property listings and comparable recent sales. It allows for the selection
of appropriate listings by price range, number of bedrooms, number of
units, city, and zone. One characteristic or a combination of
characteristics can be specified by the prospect and the program selects
all eppropriate listings. Performance selections can be made based on a

maximum gross factor, meximum price per square foot of improvements, and
minimum cash flow required, in any cambination.

L .> L I B
Title: The Prospector
Source: Executive Data Systems
Cost: $300 (as of 12/1/83)
Hardware Requirements: IBM PC, 128K, disk drive, printer

Description: This is a sales prospect and follow-up organizer. It

- supports sales efforts using personal sales calls, keeps a file on

custamers, assists in direct majil advertising by printing mailing lists,
separates regular clients fr«n prospects, maintains supplier lists, and
prints mailing labels. All lists can be broken down into subsets based on
user-specified criteria.
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Title: Restaurant Inventory Control and Cost Analysis Program

Source: Advanced Analytical Computer Systems

Cost: Contact vendor for quote

Hardware Requirements: IBM PC, 128K, 2 disk drives, 132-column printer

Description: This program maintains a perpetual inventory and supply
reorder list and provides the capability to conduct a food cost analysis,
menu jtem analysis, sales mix analysis, and a current menu item cost
analysis. As the inventory control detects an upcaming shortage, a list of
food item reorders is generated along with printed purchases orders. This
program can be used in all types of restaurants and bars. Vendor/supplier
lists are maintained and can be updated as needed.

Title: Sales Analysis
Source: Micro Business Sof tware
Cost: $1,000 for source code: $200 for object code (as of 12/1/83)

Hardware Requirements: Apple 11, Il+, and IIE with CP/M only with 4 disk
drives, IEM PC 64K using PC DOS with 4 single-sided or 2 double-sided disk
drives, printer

Description: This package is designed for use with the vendor's Accounts
Receivable and Order Entry/Inventory Control packages. For that reason, it
is not a stand-alone system. This system produces the sales analysis
reports by customer, customer category, state, item, item cetegory, sales
person, and for total sales.

Title: Sales Analysis
Source: Radio Shack
Cost: $299 for Model 11 and 12: $399 for Model 111 (as of 12/1/83)

Hardware Requirements: TR-80 Model 11 or 12 with 4 disk drives or hard
disk, Model 16 with 3 disk drives or hard disk, 15" printer with tractor
feed .

_..Description: This is the final camponent in, the camplete accounting system

fram Radio Shack. It takes data fram the customer file of the Accounts
Recejvable package or the item file of the Order Entry/ICS program.
Analyses include sales activity by customer, sales activity by type of
customer (determined by user), sales volume by customer, sales volume by
salesperson, sumary by state, sunmary by item or item category, and total
sales ‘volume. :




Title: Seripsit

Source: Radio Shack

Cost: $399 (as of 12/1/83)

Hardware Requirements: TRS-80 Model 11 or 12, disk drive, printer

Description: Serips ' ‘s Radio Shack's answer to AppleWriter II and IBM's
EasyWriter. It is a ..ry good general purpose word processing system and
includes all of the expected features. In addition, this program allows
for underlining, subscripts, superscripts, and boldface type. Seripsit is
a screen-oriented system, which means that the printed material will be
essentially identical to the screen version, with the exception that

formatting of printed copy can be done by means of conmands embedded in the
text itself.
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Title: The Store Manager

Source: High Technology Software Products

Cost: $250 (as of 12/1/83)

Hardware Requirements: Apple II, II+, Ile, 48K, 2 or 3 disk drives

Desciiption: The Store Manager accepts order entries and maintains
continually updated inventory on a maximum of 1,160 different items. It
provides up-to-the-minute sales totals for the entire store or by item. In
addition, it prints customer invoices, price quotations, receiving reports,
packing slips, purchase orders, and expense vouchers. The program is menu
driven and uses plain English to comunicate with the user. Also available
on command cre inventory reports, reorder lists, item movement report, item
turnover report, alphabetized listings, and presorted mailing lists.

% % 528
Title: Tax Decisions
Source: Eagle Software Publishers
Cost: $299 for IBM; under $200 for Apple and TRS-80 (as of 12/1/83)

Hardware Requirements: Apple II, II+, Ile, TRS-80 Model 1, 11, 111 using
cP/M, IBM PC, printer :

Description: Tax Decisions was developed by tax professionals to be used
by members of the profession. It performs most routine tax number
crunching to allow the tax planner to concentrate on tax planning instead
of computation. As with any tax program, the user should make sure the
program version is the current one and conforms to present tax laws and
regluations.

% % % %8
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Title: Time Manager

Source: Image Computer Products
Cost: $150 (as of 12/1/83)

Hardware Requirements: Apple 11, II+, Ile, 48K, printer (an internal clock
and 80-column board are optionals

Description: Time Maneger provides a personal or professional desk
calendar. It generates daily agenda and "to do" lists. Uncompleted items
move to the next day. Items are given priority according to a
user-assigned code. Permanent dates such as holidays need to be entered
only for the first year; they will appear each year thereafter.

Title: Time Manager

Source: IBM .

Cost: $100 (as of 12/1/83)

Hardware Requirements: IBM PCwith 64K, 1 or 2 disk drives, printer

Description: A simple-to-use program, Time Manager provides the user with
a computerized desk calendar. Not only does it mintain a schedule of
appointments, it provides daily egenda, a daily "to do" list, and an
automatic reminder of important deadlines. It tracks events and expenses
individually or by category; data can later be collected in several
categories to support, for instance, tax records.

L R BN BE B
Title: Time Manager
Source: Radio Shack
Cost: $99.95 (as of 12/1/83)

Hardware Requirements: TRS-80 Model 1 and 111, 48K, disx drive, printer
optional

Description: This relatively sinple progrem maintains a personal or
professional appointment calendar and provides a reminder for scheduled
meetings and deadl ines. In addition, Time Maneger provides a permanent
record, daily "to do" lists and agenda, and uncompletéd ijtems are
automatically transferred to the next day's list.

L IR B IR 2

171



Titles VersaPayroll

Source: HXE Qmputrohics

Cost: $99.95 (as ¢~ 12/1/83)

Hardware Requirements: IBM PC, 2 disk drives, printer, 48K

Description: This is one component of the camplete five-program
VersaBusiness System, but can be operated as a stand-alone system. It
maintains camplete payroll and financial data on all employees of a small
business. It includes current tex tables that can be manually updated as
the rates change. The program computes payroll, prints the checks, updates
the payroll accounts, and prints out employee data sheets and quarterly
reports. At year-end, W-2 forms are provided. A thirty-day money-back
guarantee is included with the purchase.

Title: VisiCale
Source: VisiCorp
Cost: $200 for IBM; $250 for Apple; $299 for TSR-80 (as of 12/1/83)

Hardware Requirements: Apple II, II+, IIE, IBM FC, TRS-80 Model I, II,
111, disk drive, printer

Description: The all time best seller among electronic.spreadsheets,
VisiCale provides a maximum of 254 rows by 63 colums. Each cell can
accept a number, label, or a formula that automatically calculates a
numerical entry for the user. Formulas can be specified for individual
cells or replicated easy for segments or complete rows or columns. The
excellent documentation includes tutorial materials to help the user learn
the package's features and cammands, which do tend to be a bit eryptic and
confusing at times. Electronic spreadsheets are very useful for making
economic projections, alternative comparisons, and answering "what if"
questions using budget or production data. Routine calculations and
recalculations resulting fram additions or changes in any data cell are
done automatically, resulting in greater acccuracv and less work than
manual spreadsheet work.
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Title: VisiDex
Source: VisiCorp
Cost: $250 (as of 12/1/83)

Hardware Requirements: Apple 1Y, Ii+, Ile with 48K, IBM PC with 64K, disk
drive, printer . A

Description: VisiDex is & data and time management system. It allows the
— --user—-to organize business or personal information and provides a file
maintenance system., Names, addresses, phone numbers, dates, "to do" lists,
records of decisions and meetings, highlights of reports, tax information,
~ and stock can be maintained. The program allows unlimited
cross-referencing. A daily calendar is provided for minteining
- appointments and‘%o_r_ .,_kgegjm;track_tit .upeoming ‘events.
o e T g !
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Title: VigiSchedule
{
Source: VigiCorp
Cost: $300 (as of 12/1/83)

Hardware Requirements: Apple II, II+, I’e with 48K, IBM PC with 64K, at
least 2 disk drives, printer

Description: Complex project planning and schedul ing are done with
relative ease using VisiCorp's new VisiSchedule. Critical time paths aro
determined, automatically based on input characteristies. It allocates
time, costs, specifies start and end time, vacation days, intermediate
deadlines, and project slack time for machines and workers. This is a
powerful simulation-modeling tool for decision meking es well, because the
user can address "what if" questions simply by changing input
characteristies.
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Title: VisiTrend/Plot
Source: VisiCorp
Cost: $300 (as of 12/1/83)

Hardware Requirements: IBM PC, 128K, disk drive, color graphies monitor
adapter, color monitor, printer with graphies capability and graphies dump
interface -

Description: VisiTrend/Plot produces professional quality graphie displays
of line, bar, pie, and hi-luw charts, with IBM's superior graphies and
mixed text capability. It accepts data manually or from VisiCale files.
Linear multiple regression projections are calculated from VisiCale data
and the projections are graphically presented. Trend projection is done
with straight line, snoothing, or moving averages.
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Title: WordStar
Source: MicroPro International
Cost: $495 (as of 12/1/83)

Hardware Requirements: Apple 11, II+, Ije, with CP/M capability and
80-colum card, IBM PC, 48K, 1 or 2 disk drives, printer

Description: This is generally regarded as one of the better commercial
quality word processing systems, although somewhat complicated to master.
WordStar is a screen-oriented system, which means that the text will appear
on paper as it appears on the screen. While this decreamses the amount of
text that can be stored as a single file, the advantages of this system are
obvious. WordStar is the single most popular word processing system for
the Apple.
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Goal 13.0 To understand new products, procedures,
and equipment

Competencies:

13.1 Secure information to keep current on new products,
procedures, and equipment

174

R 187




U.S. Small Business Administration
Otfice of Business Development
115A

SBA.  Business
Development
Pamphlets
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Management Aids (MAs)*

Financial Monagement and Analvsis

— MA L1001
~ MA 1002
— MA 1003
— MA 1004
- MA 1005
o 1.006
— hET Wii74
— MA 1008

— MA Loy
— MA 1010
— MA 1001
— MA 1012
— MA 1013
— MA 1014
— MA 1015
— MA 1016
— MA 1017
— MA 1018
— MA 1019
— MA 1.020

Planning

— MA 2002
— MA 2.004

— MA 2.005
— MA 2.006
— Ma 2007
— MA 2,008
— MA 2.009
- MA 2,010
— MA 2011
~ MAz012
— MA 2013

~MA2od
— MA 2015
— MA 2,016
—Mazumr

— MA 2,018
— Mazanzo
— Mazon
— MAzo22
— MA 2024
~ MAZo025
— MA 2026

— MA 7

SO 24 pages
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The ABC's of Borrowing

\What Is the Best Selling I’rice?

heep Pointed Toward Profit

Basic Budgets for Profit Planning

Pricing for Small Manufacturors

Cash Flow ina Small Plant

Credit and Collections

Attacking Business Decision Problems With
Breakeven Analysis

A Venture Capital Primer for Small Business
Accounting Services for Small Service Firm:
Analyze Your Records to Reduce (losts
Profit by Your \Wholesalers® Services

Steps in Meeting Your Tax Otligations
Getting the Facts for Income Tax Reporting
Budgeting in a Small Business Firm

Sound Cash Managernent and Borrowing
Keeping Records in Small Business
Checklist for Profit \Vatching

Simple Breakeven Analysis for Small Stores
Profit Pricing and Costing for Services

Locating or Relocating Your Business
Problems in Managing a Family-Owned
Business

The Equipment Replacement Decision
Finding a New Product for Your Compuny
Business Plan for Small Manufacturers
Business Plan for Small Construction Firms
Business Life Insurance

Planning and Goal Setting for Small Busines
Fixing Production \istakes

Setting L'p a Quality Contril System

Can You Make Monev With Your [dea or
Invention?

Should You Lease or Buy Equipment?

(:an You Use a Minicomputer?

Checklist for Going Into Business

Factors in Considering a Shopping Center
l.ocation

Insurance Checklist for Smatl Business
Business Plan for Retailers

Using a Traffic Study 1o Select o Retai] Sae
Business Plan for Small Service Firn-
Store Location “Little Things™ Mean o | o
Thinking About Going Into Business?
Feasibility Checklist for Starting » Smal!
Business of Your Own

How to Get Started With a Sinall Busaimess
Computer



Coeneral Management and Adntinistration

MA Jom
CONA o2
- MA Long
MA oo
MA oo
NMA o
- MA Lo
- MA Jo0m
MA Lo

i

Marketing

~ Madom
- MA G002
- MAdo00
. MA d005
~ NMadoor
~ MAdoos

- MA L0
— MA o012
— MAdo13
o MA L0153
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P'reventing Retail Theft

Stock Control for Small Stores

Reducing Shoplifting Losses

Praventing Burglary and Robbery Loss
Qutwitting Bad-Check Passers

Preventing Embezzlement

Techniques for Problem Solving

U'nderstanding Your Customer

Creative Selling: The Competitive Edge
Measuring Sales Force Performance

Is the indepandent Sales Agent for You?
Solling Products on Consignment

Tips on Getting More for Your Marketing
Dollar

Developing New Accounts

Marketing Checklist for Small Retailers

A Pricing Checklist for Small Retailers
Advertising Guidelines for Small Retail Firms
Signs in Your Business .

Plan Your Advertising Budget
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Specialty Advertising tor Smail Business
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(hecklist for Developing a Training Program
Pointers on Using Temporary-Help Services
Preventing Emplovee Pilferage

Setting Up a Pav Svstem

Staffing Your Store

Managing Employee Benvtits

Technigues for Productivity Improvement

Lewntl e Governmental Attaies

NMA BN
MA b4

MA 6005

Miseelbaneous

S MA To2

MATHOR

MA TouT
_ SBIRT

MAS

ERIC

Avaiiox provisdby exic IS

Incorpurating ¢ Small Business
Selecting the Legal Structure tor Your
Bustness

Introdhic tion to Patents

Association Services tor Small Business
Market Overseas With US, Government Help
Evaluating Franchise Opportunities
Proposal Preparation for Small Business
Innovation Resvarch (SBIR)

Wonnen's Hhandbnok

Small Business Bibliographies (SBBs)

1. HanderaMts
- 2 Home Businesses
— 4 Selline By Ml Order
— 9 Marketing Research Procedures
— 1. Retmling
~— 12 Statistics and Maps for Ntional Market Analyais
~- L Natonal Directones for Use in Markiting
— 15 Recordheeping Systems—Smaet Store and Service
— 18, Basic Busiess Reference Sources
- 20. Advertising—Retail Store
— 41 Retatl Credit and Collection
— 37. Buying for Retail Stores
— 2. Personnel Management
— 75 Inventory Management
— 85. Purchasing for Owners of Smali Mants
— 86. Training for Sinall Business
— 87 Financial Management
-- 88. Manufacturing Management
— 89, Marketing fur Small Business
~— 9t New Product Development
— 91 ideas Into Dollars (Inventors’ Guide}
— 92, Effective Business Comimunication
— 93. Productivity M:2nagement in Small Business
— 94 Decision Making in Small Business

~.— Total No. MA/SBB Pamphlets

Starting Out Series (SOSs)**

— MOl Building Service Contracting

— 104 Radio-Television Repair Shop

— (M05 Retail Florists

— 10106 Franchised Businesses

— 007 Hardware Store or Home Centers

— 011 Sporting Goods Store

— 0112 Drycleaning

— 014 Cosinetology

— 15 Pest Control

— Otin Marine Retailers

— 05 Retail Grocuery Stores

— 0122 Apparel Store

— 0121 Pharmacies

— 0127 Office Products

— 0129 laterior Design Services

- M30  Fish Farming

— 0L Bicvdles

_. DI Reofing Contractors

—. U133 Printing

_ 0u7 The Houkstope

—. OLIR Honw Fuinishings

— 0142 dee Cpvan

- O Sewang Centers

— 0148 [vrsonnel Referrsl Service

— 49 Selliog By Mail Order

— W30 Solar Energy

— 0201 Breakeven Poud for Independent Triekers
— 0202 Starting a Retail Trivel Agency

— 0204 Sturting o Retail Decorating Products Business
— 0204 Starting an Independent Consulting Practise
— 205 Starting 40 Electronics Industey Consalting Prict

Total No. SOS Pamphlets
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TO ORDER:

1. Check the tithes that vou want,

2. Figure the cost below:
No.of MASBBTitles . X S50 -

No. of SOS Titles —_ N 825 -

TOTAL COST A R

4. To request another order form for the Business Development
Pamphlets, che:k tiie space below:
Form 115A __ __
( , 4. Torequest an crder Iorm tor the Business Development
Booklets. check {1 smace helow:

Form 158
3. Fill in your nams an } ddress in the space provided.

6. Writea check o1 mor oider pavable tothe U.S. Small
Business Administratios

! ©. Mailthe order form and pvment to:

U.S. SMALL BUSINESS ALMINISTRATION
1.0, BOXN 40
DENVER. COHRu201.0020
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U.S. Small Business Administration
Office of Management Assistance ‘

SBA 115B Business Development Booklets

To Nrder: Complete the: Order Fortn and chock off requasted

publications. Send it with your check or money ordor to the

SBA B : Superintendent of Documents. Government Printing Office.
4 uSIIleSS Washington. D.C. 20402. Make check or money order payable to
the Superintendent of Documents. Do not send postage stamps

Develo ment or cash. These booklets are 1ot sold by the Small Business

p Administration. Foreign remittances should be made by
international money order payable to the Superintendent of
Booklets Nocuments. by draft drawn in U.S. dollars on an American or

Cav. .dian bank located in the U.S. or CCanada. or by UNES(:0
cuupons. Please note: In accordance with .S, Department of the
Treasury regulations. checks drawn un ((anadian banks fur
amounts of less than four U.S. dollars ($4.00) cannot be accepted.
This regulation also applies to Canadian money orders. If the
value of your order is less than $4.00. we suggest you charge vour
order to your MasterCard or VISA account. Please include vour
card number and date of expiration. Prices subject to change
without notice.

Small Business Management Series ‘

The books in this series discuss specific
management techniques or problems.
e No.
1. An Employee Suggestion System for Sraall Companies
9. Cost Accounting for Smafl Manufacturers
" Assists menagers of small manufacturing firms establish
accounting procedures that help control production and
business costs.
15. Handbook of Small Business Finance
20. Ratio Analysis for Small Business
22. Practical Business Use of Government Statistics
Available only from SBA.
25. Guides for Profit Planning
Guides for computing and using the hreakeven point. the
level of gross profit. and the rate of return on investment.
29. Manrzement Audit for Small Manufacturers
A questionnaire for manufacturers.
30. Insurance and Risk Management for Small Business
31. Management Audit for Small Retailers
149 questions to review business operations.
32. Financial Recordkeeping for Small Stores
33. Small Store Planning for Growth
Covers merchandising. advertising and display. and
provides checklists 10 increase sales.
35. Franchise Index/Frofile
Presents an evaluation process that may be used to
investigate franchise opportuniiies.
36. Training Salesmen to Serve Industrial Markets
37. Financial Control by Time-Absorption Analysis
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No.

4. Management Audi! for Small Service Firms
A quastionnaire for service firms,

44. Dacision Points in Developing New Products
Provides w path from idea to marketing plan fnr the small
manufacturing or R & 0 firm.

40. Management Audit for Small Construction Firms
Available only from SBA.

41. Purchasing Management and Inventory Control for Small
Business

42. Managing the Small Service Firm for Growth and Profit

43. Credit and Collections for Small Stores

Starting and Managing Series

This series is designed to help the small
entrepreneur “to look before leaping" into a
business.

No. .
1. Starting and Managing a Smail Business of Your Own
101, Starting and Managing a Small Service Business

Nonseries Publications

A Basic Guide to Exporting

003-009-00349-1 (Commerce Dept.) )

U.S. Government Purct:asing and Sales Directory

A directory for businesses interested in selling to the U.S.
(Government. Lists the purchasing needs of various Agencies.
045-000-00226-8

Managing for Profits

Discusses the various management functions.
045-000-00206~3

Buying and Selling a Small Businoss

045-000-00164-4 :

Strengthening Small Business “fanagement

Emphasizes management self-improvement. Avaiiable from SBA
only.

The Best of the SBI Review--1973-1979

Management ideas for the small business owner-manager.
045-000-00172-5

Business Basics

~ Each of the 23 self-study booklets in this series
contains text. questions. and exercises that teach a
- specific aspect of small business management.
‘No.
1m
1002
1003
1004
1005
1006
1007

The Profit Plan

(lapital Planning
Understanding Money Sources
Evaluating Money Sources
Asset Management

Managing Fixed Assets
U'nderstanding Costs

1008 (Clost Control

1009 Marketing Strategy

(.ontinued on Back Panel
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Business Basics (continued)
No.

1010
1011
1012
1013
1014
1015
1016
1017
1018
1019
1020
1021
1022
1023

Retail Buying Function

Inventory Management— Wholesele/Retail
Retail Merchandise Management

Consumer Credit

Credit and Collections: Pol icy and Procedures
Purchasing for Manufacturing Firms

Inventory Management—Manufacturi ng/Service
Inventory and Scheduling Techniques

Risk Management and Insurance

Managing Retsil Salespeople

Job Analysis, Job Specifications, and Job Descriptions
Recruiting and Selecting Employees

Training and Developing Emplayees

Employee Relations and Fersonnel Policies

Prices shown were in effect in October 1985. Prices uf swernment
publications are subject to cha nge without notic 'no .\.» prices
charged on your order will be those in effect whe: 'y < deris
processed.

A 25-percent discount is given for quantities of 100 or more of the
same publication to a single address. For foreign mailings. please
2dd 25 percent to prices shown above.

The publicitions listed above may also be purchased from U.S.
Department of Commerce field offices. If one is located in your
city. consult your telephone directory for the address.

A companion form. SBA-115A., lists Business Development
Pamphlets and is available without charge from SBA, PO. Box
15434. Fort Worth. Texas 76119,

1158
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Order Form Check List

Small Business Management Seri

No. Stock No. Price
1. __045-000-00020-6 $3.50
9 . 45-000-00162-8  6.00

15, 045-000-00208-0 4.50

20. 045-000-00150-4  4.50

25, . 045-000-00137-7 4.50

045-000-00151-2 4.25

045-000-00209-8 5.00

045-000-00149-1 4.50

045-000-00142-3 5.50

045-000-00152-1 5.50

045-000-00125-3 4.50

045-000-00133-4 2.50

045-000-00134-2 5.50

045-000-00203-9 4.50

39. . 045-000-00146-6 4.25

045-000-00167-9) 4.50

045-000-00165-2 4.25

045-000-00169-5 5.00

Otrce
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Charges

Mmﬂi”-no [}
[
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Subscriptons

Special Siwpping Charges

International Handiing
Special Charges
=

OPNR

Balance Due
Discount
Retund

APubhcabons

UPNS

OTILIT T T T T L O

Charge orders may be lelephoned 10 the GPO order

desk st £202)783-3238 from 800 am 10 400 pm

oasiom time. Mondsy -Fridey (except hokdays)
For Office Use Only

Quannty

CI1T]

Starting and Managing Series
No. Stock No. Price

1. — 045-000-00212-8 $4.75
101, ___ 045-000-00207-1 4.50

ZiP Code

Fill in the boxes below.
IEENEENEEEE NN

Total charges $ . .
" Credit

Card No.

Expiration Date

Month/Year

Credit Card OrGers Only

Nonseries Publications

Stock No. Price
——003-009-00349-1 $6.50
_— (45-000-00226-8 5.50
045-000-00206-3 5.50
045-000-00164-4 5.00
045-000-00172-5 §5.50

State

ut along this line and mail.
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L
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Business Basics

No. Stock No. Price
1001. ____045-000-00192-0 $4.50
1002. ___045-000-00193-8 4.50
1003. ____045-000-00194-6 4.75
1004. ___045-000-00174-1 5.00
1005. . __045-000-00175-0 2.75
1006. ___045-000-00176-8 4.75
1007. ____045-000-00195-4 3.25
1008. ___045-000-00187-3 4.75
1009. ____045-000-00188-1 4.75
1010, ____045-000-00177-6 4.50
1011, ___045-000-00190-3 4.50
1012, ___045-000-00178-4 4.75
1013. __045-000-00179-2 4.50
1014, ___ 045-000-00180-6 4.75
1015. ___045-000-00181-4 4.75
1016, __045-000-00182-2 4.75
1017, ____045-000-00183-1 4.75
1018. ___045-000-00184-9 4.50
1019, ___045-000-00189-0 4.75
1020. __._045-000-00185-7 4.50
1021. ___045-000-00186-5 4.50
1022. ___045-000-00191-1 4.50
1023. . 043-000-00196-2 4.50

VISA accepted.

MasterCard and
Please send me the publications | have indicaled.

LLit ety reptiyg

O check,

[ . money order. or cﬁa}ge to my

Oeposst Account No

LA eeriietygg

Order Form wait: superintendent of Documents, U.S. Government Printing Office, Washington, D.C. 20402
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Additional Resources

hly, Alaska Publishing Co., Inec. P.O. Box 102696,
Anchorage, AK 99510, 276-4373. $21.95 for 1-year subscription; $37.95 for
2-year subscription; $44.95 for 3-year subseription.

Contains articles on:

Trends in Alaska business

Personalities in Alaska business

Alaskan businesses

Advice oriented columns written by Alaskan business people

At Hone in the Office: A Guide for the Home Worker, Office for Research in
High Technology Education, University of Tennessee, 428 Claxton Addition,
College ol Education, Knoxville, IN 37996, December, 1984.

Contains information on:

Psychological and econamic issues related to hame-based business
Laws and agencies affecting the hame worker

Harcware and software that could be used in hame-based business
Arranging work space

Basic Skills for the Trades, Alaska Department of Education, University of
Alaska, and the Job Training Partnership Education Consortium, 1985.
Available from Vocational Materials Library, Office of Adult and Vocational
Education, Box F, Juneau, AK 99811, (907) 465-2980. .

The series of instructional modules contain information on:

Conmunications
Human Relations
Trade Math
Safety
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isi y Artemis Enterprises, Inc. 525 West End Avenue, New
York, NY 10024.

This monthly magazine addresses women's roles in the economy and
professions, and contains information on:

Taxes

Insurance
Personal finances
Management issues

EﬂMﬁnu.Mum_in_Am, Alaska Department of Commerce and
Economic Development, Office of Enterprise, Box D, Juneau, AK 99811, 1986.

This handbook contains information on:

Planning and establishing a business in Alaska
Agencies to contact for assistance

Ry

D€

‘Ins pnal Materials 1n the 8 S
Business from the Home, Susan F. Weis and Xay S. O'Brien, The Pennsylvania
State University, Pernsylvania Department of Education, Bureau of
Vocational Education, Harrisburg, PA, June, 1983.

Contains information on:

Exploring a hame-based home economics business
Planning the business

Legal considerations

Sources of money

Purchasing materials

Setting prices

Record keeping

Advertising and selling

Format lists objectives, information, suggested activities, and
references.

= y J. Esters-Brown Publications, 5505 S.
Everett, Chicago, IL 60637.

This newsletter contains information of interest to the hame-based business
person.
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azine, Inc. Publishing Corporation, P.O. Box 2538, Boulder, QO
80322. $24 for 1-year subseription. '

This monthly magazine contains tmhagement tools and techniques for small
growing companies &nd busincss people.

Investment and Business Opportunity News, Sutton Place Publications, P.O.
Box 610097, North Miami, Fi. 33161. $10 for 1-year subseription.

This bi-monthly magazine econtains information on business and investment
opportunities including franchises and distributorship.

/ » West Virginia University, Bureau of
Business Research, Morgantown, WV 26506. $10 for 1-year subseription.

This quarterly magazine on small business management contains information
on:

Advertising
Publiie relations
Minority business
Accounting
Franchising

Microcomputers in Small Business Menagement, The National Center fop
Research in Vocational Education, The Ohio State University, 1960 Kenny
Road, Columbus, CH 43210, 1984.

Contains information on:

Applications of microcamputers in small business
Business software reviews

Instructional software reviews

Evaluation eriteria for software

- Sof tware evaluations

Business software sources' addresses

i . i » Coralee Smith Kern, P.O. Box 14850,
Chicago, IL 60614,

This bi-monthly newsletter contains current informetion on operating a
home-based businesst.
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ington State, Small Business Development
Center, Small Business Administration, and Washington State Office of Small
Business. Available fram Department of Commerce and Economic Development,
101 General Administration Building AX-13, Olynpia, WA 98504, (206)
753-5614, July, 1984,

Contains information on:

Deciding to start a home-based business
Business planning

Selecting the right business structure
Record keeping

Selling techniques

BUS pRQ ¢ Rteries fo B e ||' NS
Business Ownership and Management, Illinois Office of Education, Department
of Adult, Vocational and Technical Education, Professional and Curriculum
Development Section, 100 North First Street, Springfield, IL 62777, June,
1976.

Contains information on:

Determining product and market
Obtaining initial capital '
Choosing the legal form of organization
Record keeping

Insurance

Format lists unit objectives, student objectives, case studies, and
discussion questions.

Planning Your Own Home Business, Coralee Smith Kern and Tammara Hof fman
Wolfgram, VQU Career Horizons, 4255 West Touhy Avenue, V.incolnwood, IL
60646, 1986,

This book contains information on:

Setting up and operating your own business
Using accounting, banking, marketing, and other professional services



Pre-Biployment Conpeiencies Resource Guide, Alaska Department of Education,
1985. Available fram Vocational Materials Library, Office of Adult and
Vocational Education, Box F, Juneau, AK 99811 (907) 465-2980.

This resource guide was developed to assist educators in implementing
pre-employment campetencies as a focused portion of the vocational
education curriculum.

or Acauipj » The National
Center for Research in Vocational Education, The Chio State University,
1960 Kenny Road, Columbus, GH 43210, 1983.

This series includes instructional units on all aspects of starting and
operating a small business, as well as instructors' guides and resource
guides. Materials are aveilable at three levels:

level 1 helps students understand the creation and operation of a
business _

level 2 prepares students to plan a business in the future

level 3 guides students in starting and managing their own businesses

\ S8 ies, (Western Edition),
Business Research Services| Inc., 2 East 22nd Street, Suite 308, Lambard,
IL (312) 495-8787 ($95.00)

This regional directory contains minority and women-owned business
information for local and regional areas. The Directory categorizes and
provides descriptions of businesses.

» Wingate-Samson, Southwestern Publishing Col, 8th
Edition, 1975. :
This textbook contains good information on:

Selling techniques

Processing the purchase transaction
Insurance

Retailing methods

185

198

-

5e
=




Succeeding in the World of Work, Kimbrell-Vineyard, McKnight and McKnight
Publishing Co., First Edition, 1970.

This textbook contains good information on the use of checking accounts.

iong -Wi 1 vone
i jons, David M. Brownstone and Gordon
Carruth, The Hudson Group, Inc., Pleasantville, NY, John Wiley and Sons,
Inc., 1979. :

This guide provides a conprehensive list for finding resources in all areas
of business.

Women in Business, American Business Women's Association, 9100 Ward
Parkway, Kansas City, MO 64114,

This megazine, issued nine times a year, provides information on:

Legislation

Finance

Business Technology
Communications
Taxes

ory, Marion

Yomen Wo 5ed B

brkip : ANe-BASE giness i B
Behr and Wendy Lazar, Press, Second Edition, 1983.

This resource book includes practical advice for anyone planning a
hame-based business, and includes information on:

Sinplif ied recordkeeping

Computer systems

Setting prices

Successful marketing

i don, Oregon Career
Information System, University of Oregon, 1787 Agate Street, Eugene, (R
97403, (503) 686-3872, October, 1985.

Contains information on:

Sel f-employment options
Traits of entrepreneurs
Deciding to go into business
Making a business succeed
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Resource Agencies

Alaska Smll Business Assistence Center, 2217 N. Jordan Avenue, Juneau, AK
99801, 789-3660 (Carolyn Mackey), 143 E. 9th Street, Anchorage, AK 99501,
279-74217.

Fee: $10/hour

Services include economic veritability reviews; preparation of business
plans and loan packages; bookkeeping system design; market research and
preparation of marketing plans; review of business practices; assistance
with business certification; bonding, bidding and estimating assistance in
construction-related jobs.

-of Commerce, 301 2nd Street, Juneau, AK 99801,
586-2323.

Promotes Alaska industry and commeice.

Alaska Women's Conmijssion, 35C1 C Street, Suite 742, Anchorage, AK 99503.

Rescarch and advocacy to improve status of women in employment, health,
education, homemaking, civil and legal rights. Offers seminars, workshops,
and conferences around state. Publishes materials on women's issues.

.
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Economie Development Administration, U.S. Department of Commerce, 701 C

Provides grants and loans to job producing enterprises.

tome-Based Businesswoman's Network, 5 Cedar Hill Road, Salem, MA 01970,

esswoien, P.O. Box 95HB, Norwood, NJ

[\ N .
07648.
Office of Enterprise, Alaska Department of Commerce and Economic
Development, Pouch D, Juneau, AK 99811, 465-2018.

Informational publications and hands-on business assistance to service

indusiries, retail and wholesale trades, merufacturers, transporation
companies, finance, insurance and real estatie firms.

» 701 C Street, Box 67, Anchorage, AK 99513,

271-4022,

Information and federally-guaranteed business loans (limit $500,000);

assistance information and publications on marketing and management for new

and existing small businesses.
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