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INTRODUCTION

E THUSA BAGWEBI is in a sense both a start and a conclusion. The manual
summarises and documents the materials and methods used in a succecsful
effort by PfP Botswana to assist, improve and expand citizen business by
using school-leavers with 1ittle or no business background as extension
agents, The method used was to train them in a variety of rudizentary
business skills and direct them in transferring these skills tc Botuvaha
business people.

This approach was taken with the goal of developing Botswana business while
simultaneously developing and using citizen staff and reducin; dependency on
expatriates.

Lvaluation of the project through this first stage suggests that this is a
practical and effective method of promoting business development. Hence,
the first part of an innovative experiment has been successfully concluder..

This manual is deasigned to serve the second and more challenging task; the
eransfer of the material, staff and methodologies of both staff development
and programme management from PfP Botswana, a small not-for-profit company
largely dependent on development funds, to the more permanent framevork of
the Business Advisory Service of the Ministry of Commerce an¢ Induscry of
the Republic of Botswana. The second stage began in March 1982, with the
transfer of PEP Botswana's entire extension service to the Busin:ss Advisory

Service.

A major long term benefit will be the working demonstration tiat a non~
governmental organisation can prove an innovative, effective vehicle for

the creation of a permanent agency within a Govermment body.
E THUSA BAGWEBI takes the critical parts of the PfP Botswana systems used

to develop staff, support and guide them in the field, and manage the

extension service. It structures these systems to fis into and complement
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the exiating systems of the Botswana Govermment. The purpose of the manual
is to ensure the success of the second half of the task by making the
materials that were instrumental in the success of the first half conveniently

accessible to those responsible for carrying on the service.

PP Botswana was established in 1977 in order to assist the Botswana
Government to develop a citizen staffed Business Advisory Service.

PEP Botswana was established with a grent from Private Agencies Collaborating
Together (PACT) and considerable support and assistance from the Botswana
Development Corporation. It was established as a loéal not-for=-profit
company guided by a local Board of Directors. The second stage of PfP
Botswana's operations, was funded by a grant from the United States Agency
for International Development (USAID). Publication of this manual was made
possible with funds provided by PACT, USAID and the Botswana Development
Corporation.

PfP Botswana is a subsidiary company of the Botswana Development Corporation.
Tt is affiliated to Partnership for Productivity Intetnational in Washingtom,
D.C., U.S.A.

The materials contained in this manual have been developed for the particular
circumstances of Botswana and the experiment described above. They do not
in themselves address all of the needs of the business sector in Botswana or
elsewhere. There are a number of reasons for this. The material is
designed for a business skills training extension service. The service is
designed to use extension officers of secondary school education with no
previous business experience. The Business Advisory Service, is one of
several programmes some specialised, offered by the Ministry of Commerce &
Industry. These include the Botswana Enterprises Development Unit (BEDU)
and the Rural Icdustrial Programme (RIO). Existing material such as that
already contained in the Rural Industrial Officers Handbook has not been

included in this manual.
Many parts of this manual are tranaferable and ahould prove useful outaide

Botswana. Those invcived in small business training will be able to use
mich of the material modified to their particular circumstances, especially
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the exercises, cases and Instructors Guldes. Other business extension
services may find some of the procedures helpful as guidelines. They should
be used with caution since they have been developed for the unique
circumstances of Botswana's Business Advisory Service.

The loose-leaf format is designed to facilitate the addition of further
materials and the reiinement of those included. It is hoped this will prove
a starting point for development of further enterprise material.

Those wishing information on this and a variety of other business, enterprise
and area economic development programmes are invited to addreas inquiries to:

The President,

Partnership for Productivity International,
2441 18th Street North West,

Wasington D.C.

U. SCA!
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GUIDE TO THE MANUAL

E THUSA BAGWEBI -has been developed in the field in Botswana over a period of
more than five years. All the training materials and procedures in the
manual have been successfully applied in practice. All have been developed,
tested, refined and are used by the Botswana Business Advisory Service.

The Botswana Govermment has internal policies and practices that govern the
activities of the staff of the BAS as they do of all civil servants. Hence,
such matters as the selection of extension ataff and their evaluation,
confidentiality of clients' business affairs, pay and expense claim
procedures, use of vehicles and tramnsport facilities, and other administrative
and policy matters are not included in this manual.

The policies and procedures in this manual are limited to specific field
operating procedures that are unique to the management of this programme.
These procedures together with the body of procedures and practices
described in Govermment General Orders, the regulations of the Directorate
of Personnel and those of the Central Tramsport Organisation and other
agencies provide a comprehensive system to train, guide, support, supervise,
document and evaluate the Business Advisory Service of the Ministry of
Commerce and Industry.

A principal function of the Business Advisory Service is to bring a buginess
skills training programme to Botswana business people, teach them basic
business skills and assisting them in applying these skills. The Business
Advisory Service intends, through extension, to give rudimentary buainess

skills to a broad mass of Botswana business people.
This manual is designed to guide and support those critically involved in
bringing this service to the business community; the Business Advisers,

their Instructors and the Supervisors and Headquarters staff of the BAS.

The manual consists of four different types of material:



1) The business skills vhich are taught by the Advisers to their business
clients (on White paper).

2) Guidelines to the Ad&isera as to how they'ahould convey these skills to

their clients (on Green Paper).

3) Guidelines to Imstructors to assist them in training the Business
Advisers (on Pink paper).

4) The administrative policies and procedures of the Business Advisory

Service (on Yellow paper).

There is also a glossary of all the forms used in the manual.

The most critical parts of this manual are the first two shown above; the
training materials (white) ard the advisers' guides (green). These are
concerned with the actual transfer of skills from the Business Adviser to

the client.

The Training Materials (White)

The training materials are the business subjects that are taught to the
Business Advisers. They in turn teach some or all of these gkills to their
clients and assist their clients in the uge of these skills to improve their
businesses. The training materials should be kept by the Business Advisers
in the ring binder provided. The material will become a reference library
for the Business Adviser and support and assist him in his day-to-day
activities with clients. Each business skill is in a separate bourd chapter.
Each is composed of:

-~ Training Material

~ Demonstration Exercises

- Training Aid Forms (if appropriate)

- A Checklist for Completion.

The checklist for completion is 1 summary of the materials. It is designed

to help the Business Adviser ensure that the client has satisfactorily under=-
stood and is using the material taught in that lesson.
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Bach individual subject will be accompanied by a (green) Advisers Guide.
The Advisers Guide will give the Business Adviaser specific guidance on how
to teach each particular subject to the clients.

These two together, the material and the method of trsnsferring this knowledge
to busineas people, serve the main purpose of this manual.

The Advisers Guides (Green)

The Advisers Guides are to be found both in section II and dispersed through-
out the training material. Section II (General Advigers Guide) covers the
main techniques and methods the Business Advisers need to teach their clients.
The Advisers Guide shows the Business Adviser how to develop and build client
understanding and ability even if they have a modest education. It shows
how to build practical understanding that is not dependant on terms or
terminology. ’

In addition to the techniques in Section II there is an individual Advisers
Guide for each chapter of the training material. Thesge guides follow the
Trgining Material (white pages) in each section. They are specific
guidance to the Business Adviser on an individual subject (e.g. Cash Book).
The Business Advisers should continually review these Advisers Guides and
when first becoming Business Advisers they should be refzrred to before
each client visit.

The purpose of the BAS is to teach busineas skills to clients so that they

can apply them to improve their businesses. The Advigers Guides will greatly
assist Business Advisers in accomplishing this goal.

The Instructors Guides (Pink)

The Instructors Guides are fm;nd in Section IIT (General Instructors Guide)
and in individual Instructors Guides for each subject of the training
materials and for the Policies and Procedures.
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The Instructors Guides ave provided for those conducting training programmes,
in-service training and courses for the Business Advisers, The Instructors
Giides are only included in those copies for the use of Imstructors.

The Instructors Guides arc intended to kelp Instructors train the Advisers to
develop an understanding of business subjects without focusing on terminology.
Trainee Musiness Advisers who are new to the subject can laarn basic business
skills by building on their experience, understanding, knauledge and common
sense. The Guides provide the Inatructor with practical guidance on how to
train the Advisers to develop a firm conceptual grasp of basic busineas skillas
in order to pass them oa in turn to their clients.

The Policies and Procedures (Yallow)

Policies and Procedures are the operatlng proéedurea used by the Headquarters
ataff, Pield Supervisors and Businss Advisera to guide them in the day-to-day
ope.ations of the BAS. The Policies and Procedures. are designed to

comvlement the existing structure of the Government of Botswana contained in:

- Gorernment General Orders.

-  The Lationsl Development Plan as expressed in the policies of the Ministry
of C- .merce & Industry.

- 7., Personnel Practices of the Directorate of Personnel.

« The regulations of the Central Transport Organisation (CTO).

The Policies and Procedures detail such matters as how many clients a Business
Adviser should have, what to do if a client is frequently absent, how to
conclude service, and what files to maintain. They cover the reporting
requiremvnts and other administrative matters. The reporting requirements
are desigred to provide the programme seniors with the data necessary to
direct and evaluate the programme.



The Forms Glossary
The forms glossary is provided as a reference of all forms discussed in the
text. Therc are two types of formas:

= Teaching Alds
- Administrative Forms.

The forms are provided in looge-leaf form to serve as nntcf copies for ease
of duplication.



GENERAL ADVISERS GUIDE

A : Establishing the Relationslip

1) The firat step is to gain the confidence of your client., You ere
probably yuunger than he is, and you have no business experience,
You have nevertheless to convince him that you can provide him with
useful advice.

2) A new client may not have heard of the BAS, or may know very little
about it. He may think you are really a tax inspector or even somebody
who will return later as a thief. You muat overcome these ideaa; which
may be in the client's mind even i? he appears to welcome you.

3) Remember that a doctor does not start by giving you medicines, he griea
to find out what is wrong with you. Start by asking the client to talk
about his problems, so that he will raalise that you are interested in
helping him, not im "gelling" your own ideas for their own sake.

4) The client will be put off from the beginning if you do not have a neat

appearance and if your papers are obviously disorganised. First
impressions are the wost important ones, and they must be good ones.

B : Obtaining Information

1) You cannot give any recommendations without first obtaining some infor-
mation, even if that information is no more than observing that the
floor is dirty, that stocks are badly displayed or that the business
looks unattractive from the outside. The client therefore has to
“give" you something, namely information, before you can "give" him
anything; the information must therefore be obtained tactfully or
it will not be made available. '

2) Be sure to find something to compliment the client about, even if the
business is in a very bad condition. If you seem only to be looking
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3)

4)

5)

6)

for faults, the client will feel that he is being exposed and will not

co-operate.

It may take time to obtain information and at this stage the client is
not receiving anything. It is particularly important, therefore, not
to interrupt the client's business. If customers come into the
business, stand back end insist that they are dealt vith before
continuing your discussion with the cliemt. You can also observe the
way your client deals with his customers and this will give you further
{nformation as a basis for recommendations for improvement.

Remember that if the client does not give you the information you need,
it can be for one of three reasons:

- The ciient does not understand your ¢ -itiom.

- The client does not have the informationm.

-~ The client has the information but is unwilliag to give it to you.

You must f£ind out which of these reasons is preventing the client from
giving you the information before endeavouring to overcoma it.

It is often possible to double-check information by asking the same
question in two different ways; when inquiring about sales, for instance,
you cac ask how many units are sold and what value is sold. If you know
the price, you can then make sure that the information is correct.

You must not "grill" the client for information at any stag::; it may
be better to break off from "hard" topics such as basic :ziords and to
spend some time on display and other topics which do not involve figures
or confidential informatiom.

Advising the Client

1)

Be sure that each topic that you imtroduce to the client is one which
will actually be useful to him. Do not follow the 1ist of topics
blindly and be sure to deal with them in a sequence which makes sense

to the client, even if it ic not the same as the one in which you learnt
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2)

3)

4)

5)

6)

Clients may not be familiar with “technical terms" such as debtors
records and so on, but they may in fact be keeping quite useful records
of their own. Be sure that you find out what records they are already
keeping before attempting to teach them anything clse, and never
criticise clients' existing systems; compliment the client on his skill
and help him to build on his present systems and thus to bring them to 2
level where the information can be used to produce a.complete set of

management accounts.

Remember that the client has probably not had as good an education aa
you, and has probably not worked in a classroom for many years. Basic
record keeping involves very different skills from those used in day-
to-day running of business, and you should not expect clients to grasp
the principals very quickly, or to complete the arithmetic correctly
from the very beginning. Do not, however, meke the mistake of
completing the records for the client. Your objective is to enable
the clients to manage their own businesses more effectively, not for
you to become an assistant manager.

Discusa the reasons for each basic record .nd busineas skill before
introducing it. Attempt to help the client himeelf to suggeat at
least some part or what should be done, 3o that he believes that a
part at any rate of what he is learning is the result of his own ideas.
Do not insiat that the client follows the "textbook" system exactly.
Include any of his own ideas which can be useful even if they are not
quite as efficient as those which you have learnt.

Do not be tempted to imtroduce too many new topics, or records or skilla
which are of no use to the client, because you want to achieve an
impressive record of competance achieved. Your objective should be to
help the client improve his business, and you and the client should knowr
how every new idea you are introducing is going to help to make the

business more successful.

Remember that your advice need not be limited to the topice you have
covered. An Adviser can often heip his client more effectively by
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expiaining Government regulations, introducing him to other sources of
asgistance or suggesting places where he can buy or sell goods. As an
Adviser you can provide a very wvaluable link between businesses and &
scurce of information about the world beyond the place where the business

is loca’ed.

D : Selling Better Management

1)

2)

)]

Although you are not making a charge for your advice, you are acking your
clients to make a sacrifice in that they have to do something they have
not done before, whose value is not proved until they have done it. You
are therefore asking them to take a risk, and must "gell" your ideas to
them in the same way that a salesman has to sell an unfamiliar product to

new customers.

You can use your success with other clients, with their agreement, by
gshowing one client the success you have achieved with another andi asking
clients to help you by explaining to newer clients how much they have
benefitted from your advice. Business people 1ike being used as demon-
atrations of good‘ management, and are often surprisingly willing to help
one another. You should mot of course tell ome client about the results
of another but should merely iatroduce them to ome ancther and leave them
to discuss the results of your advice together.

The benefits of keeping basic records are often rather delayed,
particularly if the client has to learn each of the basic records, and
then bring the information together in the balance sheet ard profit &
loas statement, before being able to use them. You can improve your
chances of "selling" ihese improvements by introducing simpler ideas
wibee benefit will come very quickly, from the very beginning. Ideas
for Better stock display, cleanliness, advertising and promotion will
have good results verw quickly. Your client will therefore be convinced
that your advice is worth listening to, and will be willing to learn the
more complicated businesgs records and management techniques.
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Never criticise or despise your client for not following your advice.
Try to think why he has not done what you suggeated. It may be too
difficult, he may not believe it is worth the effort, he may not wish
to damage his competitors who are also his friends or he may not have
enough time. Maybe you gave the wrong advice, or maybe you must "sell"
gour advice more effectively so that the client understands why it will

"be in his interesat to follow it.
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GENERAL INSTRUCTOR'S GUIDE

A_: Organising and Staffing the Training

1) Training, like anything else, must be well organised. Ensure that
details of accommodation, feeding, stationery and so on are properly
planned. All the exercises and forms vhich are required at particular
sessions must be prepared ia advance in sufficient quantities. Quite
apart from the disruption caused by bad organisation, it is vital that
people who are being trained to advise about menagiment should learn
from the management of the training itself as well as its content.

2) The Adviser's job is to work with enterprises in the field. It is easy
for instructors, and their trainees, to forget about the resl prohlems
when they are safely sitting in a classroom. It is therefore better to
conduct the tfaining course in a place which is very near to typical
clients, so that trainees can quickly test out Hhat'they are learnigg by
visits to clients. If the training accommodation is too luxurious, it
vill be even more difficult for trainees to apply wvhat they learn in the
classroom to small businesses in the field.

3) There are a number of topics which should be taught by visiting speakers
from banks, Govermment institutions and so on. These speakers should
be well briefed in advance and should be discouraged from giving formal
lectures. It is important that they should understand the nature of
the Business Advisory Service whose trainees they are meeting.

4) It is more convenient for speakers from other organisations, and less
tedious and more educational for the Trainee Advisers, if topics which
are to be covered by outsiders are taught at the visitor's premises
rather than in the normal classroom. This will enable trainees to
find out where the various institutions are and to meet a number of
their staff.

5) Field Supervisors, experienced Advigers and suitable clients should
attend and contribute to as many of the sessions as possible. When

11
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6)

the training is completed and the traineces start actually to adyise
clients, they should not be meeting their colleagues and Supervisors
for the first time. Experienced Advisers sitting in on individual
sessious can also point out fo trainees and the instructor if their
discusaions are becoming irrelevant to the reality of clients in the
field.

The training of an Adviser is not complete when all the topics have been
covered. They, as well as their clients, are learning all the time, and
{n-service training sessions must also be given whenever possible. These
should cover problems which trainees are evperiencing, and the forms and
other procedures should be reviced at these tizies. Trainces should also
be encouraged to present problems they are experiencing with particular
clients so that they can benefit from each other's ideas.

The Coutent of the Training

1)

2)

It is likely that many trainees have recently completed their full time
education. They may think that the BAS training is an extension of
normal education, whose objective is often seen as learning information
by heart and passing examinations. Trainees should continudlly be
reminded that the objective is to enahle them actually to work effectively
in the field and to improve the profitability of their clients'
businesses. This meana that they must learn the various business topics
and skills p'operly, but they must learn to apply them to real situations,
and to teach them to other people, and not just to complete them properly

in a clasgsroom.

In order to avoid tedium and loss of enthusiasm, and to stress that
trainees are being trained to do a job in the field, there ghould be at
least one field visit every week. The objective and timing of these
visits must be discussed in detail with the hosts in advance, to ensure
that they are not just "gight-seeing trips" but are useful ways of
adding to the course content.

12 | }a)



3)

4)

5)

It is not necessary for the traimer to accompany each field visit, and
trainees may indeed gain from the experience of undertaking auch a viagit
on their own. After each visit they should report on their experience
and "teach" the instructor what they have learnt. If they know they
are going to have to do this, this will ensure that they learn from the

visit.

Much of what is being taught will be unfamiliar to trainees and is also
fairly difficult. It may be necegsary to cover the same material
gseveral times; i1f so, different exercises and other learning methods
must be used in order to avoid tedium.

At the end of the training course, trainees should know more about
certain business skills than their clients. They must however not
despise their clienta or consider ‘themselves to be superior to them in
any way. If possible, one or more suitable clients should be asked to
contribute to the training in order to describe their experience with
the BAS but alsc to demonstrate that client improvement is a joint
activity of the Adviser and the client working together.

Learning Methods

1)

2)

In any session, the imstructor should not be talking for more than one-
fifth of the time. Trainees will not learn from listening or reading;
the instructor's task is to "elicit" or draw out the necessary
conclusions by guiding the trainees to learn for themseives. It takes
longer to cover a given topic in this way, but there is no point in

covering a topic quickly if trainees learn nothing.

Every trainee has something special to contribute in the way of knowledge
or previous experience. Make every trainee feel that he or shz is
contributing to the training, and not just receiving informationm, and

be sure to involve all trainees in the discussion and answers to your
questions, rather than allowing the most talkative to dominate the

segsions.
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3)

Successaful advice requires knowledge of the topic in question and the
ability to deal with people. Knowledge can be reinforced, and personal
skills developed, by using "role playé" to confirm trainees' under-
standing of every topic. Onme trainee should act as an Adviser and
another as a Client who does not fully understand. The remaining
trainees should observe the simulated discussion and comment on the

Adviser's performance.

Ensure that every traince uiderstands and is able to apply each topic,
and not only the brightest or most talkative. At the same time, it is
useful to divide trainees into syndicates of two or three for dealing
with particular exercises and problems, since they can learn a great
deal from one another. Ensure that syndicates of this sort are mot
"earried" by the ablest member, while the others merely relax.

The schedule which follows shows one way in which the timetable can be
put together, assuming that a period of six weeks is availalbe for

The actual time to be allowed for each topic, and for the whole programme,
will depend on the amount of prior knowledge of book-keeping and ‘
business which trainees have. Much academic training in accountancy is
not particularly relevant to the BAS, however, and it may be necessary

for trainees with such education to "unlearn" much of what they have

The timetable includes those topics which are covered in the material on
basic records and business skills, and the material on policies and
procedures. It also includes other topics which are not covered in
this manual, and which are briefly summarised in the schedule.

4)
D : Timetable
1)

training.
2)

learnt.
3)
4)

The timetable should be treated flexibly as the sequence, and the time
allocated to each topic, will of course depend on what is convenient in

the circumstances. Anumber of topics can be dealt with on an in-gervice
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5)

6)

7

8)

9)

basis, after trainees have started to work in the field, and it is any
case necessary to schedule regular in-gervice training sessions so that
trainees meet together and are able to share with one another and to
revise and up~date their knowledge.

The timetable includes seasions at which trainees are themselves to
practice teaching. These will serve to remind thea that they are
teachers of business skills, and they should also be prepared to gather
gmall groups of clients together when the same topic must be introduced
to a number at the same time.

The timetable includes six days of working in the field with Advisers,

. preferably with one Adviser working with one trainee. It is important

that trainees should be asked to report back on these experiences and
to discuss with fellow trainees exactly what they have learnt.

Public speaking is ircluded since this improves trainees' confidence in
general, and also prepares them for the occasions when they will be
expected to address local communities about the work of the BAS and the

role of local enterprise in general.

If during the period of the training course a BAS staff meeting is taking
place, the trainees must attend this in order to obtain a greater under-
standing of the work of the Advisers, and to meet with the people who

will in due course be their colleagues.

The timetable includes an examination; this will act as a target and
spur for the trainees' efforts but it is important to stress that the
objective is not to pass examinations but to help clients be more
successful., A good mark on the examination does not mean that the
trainees has learnt everything there is to know about being a Business
Adviser.
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SUGGESTED TIMETABLE

Session Time
Explanation of Govermment of Botswana
Administration Personnel Policies, introduction to 4 bours
) Headquarters Staff
. Recognise importance of course,
Official Opening communication with Govermment 1 hour
Introduction to Formally welcome new staff members
the Business and the background of the programme 1 hour
Advisory Service
To acquaint staff with programme and
job responsiblities (question and
2::tnxg do at answer), experienced field staff and 2 hours
supervisors to discuss the BAS with
trainees
Business in A brief history of business 2 hours
Botswana developuent in Botswana
Two BAS staff to act out a client
Meeting the Client'| training session, to acquaint staff 2 hours
with programme methodology
The Importance of | To demonstrate the value of record
. : 1 hour
Keeping Records keeping
The Cash Book Business Skills topic 4 hours
‘Two Column Cash Business Skillas topic 2 hours
Book
Sales Record Business Skills topic 2 hours
Purchase and . .
Expense Record Business Skills topic 2 hours
Debtor Record Business Skills topic 4~8 hours
Credit/Loan . . _
Record Business Skills topic 1-2 hours
Stock Record Business Skills topic 2 hours
Cost Coding and cgEs .
. To demonstrate the difficulties of
S;Z§§§z§1ng and appreciation of taking stock All day
Markup and Margin Business Skills topic 2~4 hours

16
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Session Time

grofxt and Loss Business Skills topic 4-8 hours
tatement
Balance Sheet Business Skills topic 4-8 hours
The Total System Business Skills topic 14-2 daye
. . Have trainees prepare lesson plans -
Trainee Teaching teach a basic record to class 4 hours
On-the~Job Trainees work with Business Advisers 2 days
Training in the field, central offices 4
Banking in Representative from commercial bank 4=6 hours
Botswana on banking services, loans .
Bank A .
Reconciliation Business Skills topic 4 hours
Interest and
Interest Representative of coumercial banks . 2 hours
- Caleulation :
Credit Management Business Skills topic 4 hours
Shop Layout Business Skills topic) including E{'
Stock Display and | Busineas Skills topic) :2:53 C hours
Storage ) C
Stock Mix and . . s
Management Business Skills topic 4. 6 hours
Security and s .
Cleanliness Business Skills topic 1 hour
Customer Relations Business Skills topic 2~-3 hours
Advertiaing'and s s . -
Promotion Business Skills topic 2-4 hours
On-the-Job Trainees work with Business Advisers 2 days
Training in the field, southern offices 4
Price Control Repreaentative from MC&I discussing 4 hou'ra
Briefing ~alevant law, PC inspection
Costing Business Skills topic 4 hours
znufactunng Business Skills topic 2 hours
nagement
and

Break-Even Point Business Skills topic 2 hours
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Sesaion Time
Smail-scale enterprise development
:f:ﬂ::lc‘i:g:ti:r’s; Tour programue bri efing and tour; real 4 hours
coating exercise
Cagh Flov Business Skills topic 1 day
Profit and Loss
gtatement Analysis Business Skills topic 4-8 hours
Hational Tour and briefing of NDB; hew to
Development cbtain a loan; guidelines; forms; 4 hours
Bank eriteria
Financial ’ : -
Manage=ent Business Skills topic 4~8 hours
Decision Meking Business Skills topic 4 hours
Cozmarce and
Industry Tntroduction to all departments and All da
Familiarisation personnel 4
Tour
Tax Department staff, trainee ’
Tax Departaent briefing on tax law 4 hours
FPamiliarisation tour of local
Wholesaling Tour vholesalers 4 hours
. . | Trainees preparc lesson plans and
Trainee Teaching teach business skills 4 hours
Familiarisation with reporting
The Duties of a requirements (Policies and Procedures | , ;. .:g
Business Adviser from manual) should be co-ordinated
with staff meeting
On~-the-Job Trainees work with Business Advisers 2 days
Training in the field, northern offices 4
Reports :
Preserntation !:o:a :gnprepare oral reports, public 3 hours
Public Speaking P 8
Review Session All Business Skills topics 1 day
Questions and s . os
Answers Preparation for final examination 2 hours
Pinal Examination | To be prepared by Imstructor 4 hours
Goverpment of
Botswana Use of BY vehicles, claims, leave 2 hours
Procedures
. Aspignment to extension office
Adminj .'retion review of class ! 2 hours
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Basto Records

THE CASH XIOK

WHY HAVE A CASH BOOK?

Can the owner of the business detect cash shortages caused by mistakes or by
dishonest employeea?

Can the owner tell what his cash sales amount to, and whether r..hey‘ are
increasing, decreasing or staying the same?

Can tho owner control and if necessary limit his own and his family's with~
drauvals of cagh for their own use?

WHAT IS A CASE BOOK?

A CASH BOOK is a regularly maintained record of all the money that goes into
or comes out of a business. '

HOW TO SET UP AND MAINTAIN A CASH BOOK

1) Decide whethor the business needs a daily, weekly or monthly record of
cash moveaent. Any business which receives money or makes payments
daily should keep a daily CASH BOOK.

2) The CASH BOOK records the amount of money at the beginning of the day,
the amount that is received or paid out during the day and the amount
remaining at the end. The formula is as follows:

Starting Cash + Cash In = Cash Out + Ending Cash.

3) Any lined paper can be usei for a CASH BOOK; a ugeful layout is as

follows:

30
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CASH BOOK

Cash In

Cash Out

Starting Balanoce | P,
Cash In P,

Cash Out
Ending Balance

P.
P.

Total P.

Total

PI

DEMONSTRATION EXERCISE 1

On 1st January 1980 (tke first day of business) for a vegetable shop the

following transactions occurred:
Money at the beginning of the day
Sales for the day

Stock purchases
Rent paid

Money taken out by owmer
Money at the end of the day

P. 50

20
10

5
10
45

This is a business with daily sales therefore a daily CASE BOOK is kept.

Instructions: Prepare a CASH BOOK from the above information.

ANSWER KEY/Demonstration Exercise 1

CASH BOOK

Date Detailé Amount Date Details Amount
1.1.80 | Starting Balance P. 50]|]|1.1.80 | Purchases P. 10
Sales - Cash 20 Rent 5
Drawings 10
Ending Balance 45
Total E. 70 Total’ P. 70

2,1.80 | Starting Balance | P. 45

7
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Details to note from the above example:

1) All transactions in which cash comes into the business are shown on the
left side of the CASH BOOK.

2)  All transactions in wvhich cash goes out of the business are shown on the
right side of the CASH BOOK.

3) The atarting amount of cash (cash on hand) is siown as a Cash In item -
this is also known as starting balance or balance brought forward (b/f).

4) ‘The balance of cash is shown as the last transaction of thre period -
this is known as the ending balance or balance carried down (c/d).

5) The Cash In total equals the Cash Out total, Tkis means the CASE BOOK
is balanced.

6) The cash on hand at the end of a period must always equal the cash on
hand at the beginning of the following period.

Many businesses do not keep a record of individual sales.

1f the business does not keep a record of each individual sale we muat use
the CASH BOOK formula to calculate cash sales.

From the CASH BOOK formula we kmow that:

Cash In = Ending Cash - Starting Cash + Cash Payments

Cash ir will include a)l sources of cash including Cash Sales and debtors

payments and money received from loans.

This can be ghown as:
Cash In = Cash Sales + Debtors Receipts + Money from Loans
OR

Cash Sales = Cash In - Debtors Receipts — Money from Loans
CB3
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DEMDKSTRATION EXERCISE 2

The beginning balance in the cash bex is P 500. Receipts for expenditure
throughout the day for purchases and expenses total P 600. The ending

- palance st the end of the day is P 700. The only source of cash during
the day was cash sales (no debtors payments received).

Instructions: Detarmiri cash sales for the dey.

ANSWER KEY/Demonstration Exercise 2
Use the CASH BOOK formula:

Starting Balance + Cash In = ‘Cash Out + Ending Balance
500 + ? = 600 + 700

A simple calculation shows that cash sales wvere P 800. This amount is
entered in the CASH P/ JK and sales record.

DEMONSTRATION EXERCISE 3

Malcolm's Meat Market had P 200 in the cash bax on the morning of lst June.
The following transactions took place during the day: '
Debtors receipts were P 20.00
Capital expenditures were P 100.00
Cash at the end of the day was P 300.00

Instructions: Determine cash sales on 1st June.

ANSWER KEY/Demonstration Exercise 3

Using the cash book formula we first determine Cash In:
Cash In = Ending Cash - Starting Cash + Cash Payments
? = 300 - 200 + 100
200 - 300 - 200 + 100

CB4
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Now that we know Cash In equals 200 we can determine cash sales:

Cash Sales = Cash In - Debtors Receipts - Money from Loans
? - 200 -~ 20 - o
180 = 200 - 20 - o

‘th1- calculation shows that cash gales are P 180.00. Th?’s amount will be
entered in the CASH BOOK.

. CBS



CASH IN

CASH OUT

DETAILS

DETAILS
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How can the cagh book be uaed to record bank account transactions az well aa

movements of cash?

1)

2)

3)

Every businesa should heve a bank account:

- Money in the bank is secure from theft.

-~ The bank pays interest on deposits.

- Suppliers may prefer to be paid by cheque.

- If customers pay with cﬁequu these can easily be paid into an

account.

-~ Banks prefer to give loans to businesses which have had accounﬁa
for some time.

If the busineas has a bank account, transactions will be taking place
i{n cash and through the account. The business must keep a record of

the money that passes through the Bank account and that which passes
through the cash box.

- Both records should be kept together; a second column should be
added to the cash in and to the cash out sides of the cash book.

- Deposits into the bank account should be entered in the second

column on the cash in side. Cheques paid by the business should

be entered in the second column in the cash ou side.

The bauk account columns should be balanced in the same way as the cash

columns. The business owmer cannot count the money in the bank every

night in the same way as his cash to make sure there are no mistakes.
There may be differences for various reasons; this record of bank

account transactions must be "reconciled" with the banks own statement

of the account, atd this is dealt with in the topic on bank
reconciliation.

36
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DEMONSTRATION EXERCISE 4

Beginning cash balance P. 50.00
Beginning balance in bank account 00.00
Cash sales for day 100.00
Deposit to bank account from cashbox 50.00
Paid clectricity by cheque 20.00
ANSWEP. KEY/Demonatration Exercise 4
CASH BOOK
CASH IN CASH OUT
AMOUNT AMOUNT
Date Details Date Details
Cash | Bank Cash | Bank
Beginning .
Balance 50.00 | 00.00
Cash Sales 100.0C |
Bank Deposit 50.00 Bank
Daposit 50.00
Electricity 20.00
Ending
Balance 100.00 | 30.00
150.00 | 50.00 150.00 5_0.00
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CASH BOOK

(Two Column)
CASH IN CASH OUT
Amount Amount
Date Details Date Details
Cash Bank ~ Cash Bank




CHECKLIST FOR COMPLETION -~ CASH BOOK

Basic Knowledge
What does a CASH BOOK record?

What is the purpose of a CASH BOOK?

How is the CASH BOOK laid out?

What is the formula for calculating
the ending cash?

What is the formula for calculating

cash received?

If the business has a bank account,
how should money paid into and out
of it be recorded?

mlement:at:ion
The client should:

All movements of cash into and out
of the business.

To prevent theft or excessive
drawings.

To vecord the amount of cash spent
and received.

Cash In is recorded on the Left
and Cash Qut on the Right.

Starting cash + cash received -~
cash paid out.

Ending cash - starting cash + cash
paid out.

Use the two column CASH BOOK.

Lay out a CASH BOOK page and record cash in and cash out regularly and
correctly. .

- If daily cash sales can be recorded as they occur, calculate the ending
cash balance, compare it with the actual cash and take appropriate action

if there is any difference.

= 1If daily cash sales cannot be recorded as they occur, calculate what cash
sales were and complete the CASH BOOK accordingly.

- Record movements of cash into and out of a bank account in .the CASH BOOK

if the client has a bank account.
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..1)

2)

3

£)

5)

6)

Basic Recorda_

THE CASH BGOK - ADVISER'S GUIDE

A mmi:er of .buainess people keep aoine form of cash récord. Find out
firat of all if the client keeps any record of this sort. If he do2s
ensure that you help him to build on it rather than attempting to
replace it with "your" systen.

Ensure that the client knows from the outset why it is useful to keep a
CASH BOOK. Few business people are totally confidei;t that they can
detect cash shortages, or control their own or their family's drawings.
Make the client aware of these problems, so that .he will be willing to ‘
learn to avoid them, .

Most retail businesses should keep a daily cash record. Some

contractors or other businesses can work on a weekly or monthly basis
since money only goes into or out of the business occasionally and in.
large amounts. Settle on the appropriate perioed by discussion w:Lt:h

the client.

Avoid lay;ing out the page or making entries for the client. He should
provide his own book, and should make the layout and the entries for
hima~1£, from the beginning. If the owner himself will not Be keeping
the CASH BOOK, his child, the clerk or other employee should be present
during the discussion and should make all the entries, from the start.

You may work through the demonstration exercise with the client but it
is better to use his own figures as an example. ‘

The formulae for calculating the ending cash, or the cash received, ai‘e
often confusing to clients. Explain them by using coins, stones or
other objects to represent the cash. Checic by repeated examples that
the client can successfully carry out the neceasai’y calculations.
Stress the importance of correct addition and subtraction. If the
client cannot do it properly, and has nobody else to do it, do not
attempt to teach the CASH BOOK at all. ’
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7

8)

If the business has a bank account, or is likely to open one in the

: nehi: future, explain and include the two column CASH BOOK layout from
the start. ’

When concluding the meeting, ensurce that the client hss understood how
to keep and bow to use the CASH BOOK. Stress that on your next visit
you hope to see not only a correctly completed up-t:o-date CASH BOOK but

. glso some examples of uge puch as:

< Discovery of cash shortages and action to correct’ them.

-  Identification of an upward or downward trend in sales.

- Calculation of the total of drawings, and af:tempts to Iimit and
control them.
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1)

2)

3)

4)

5)

Baste Records

THE CASH BOOK - INSTRUCTOR'S GUIDE

Many people, particularly those with some knowledge of accounting or
book-keeping, believe that a CASH BOOK is a basic necessity, but cannot
say why. Start the session by asking trainees to give examples of uses
of a CASE BOCK, or situations which might be avoided by keeping a CASH
BOOK. Stress that it is often a major burden for a client to keep such
a record. Unless he can use it, it will be no more than a nuisance,

and will discredit any further advice he may be given.

Explain the two formulae very carefully. Some traineces will grasp them
more quickly than others. Ask them in turn to explain it to the others,
so that the.y appreciate the difficulty and the importance of putting
across the basic principle. '

Trainees may think that once they have grasped the basic principle

the method the actual calculations and the entries are of little
importance. The exercises are designed to teach not only the method
but also the ability to layout a large number of figures and to make
the necessary calculations quickly and accurately. Although the
mathematics is mot beyond Standard Four level, they will make addition
and subtraction mistakes. Show that these mistakes are not cauged by
jgnorance of arithmetic but by messy workings, illegible crossing out
and so on. A Business Adviser must be able to identify and correct
clients' errors of this sort, and must therefore be able to do the
task correctly himself.

Stress that incorrect figures may lead to actions which will seriously
damage the business, such as incorrect accusations of theft. Incorrect

figures are worge than no figures at all.

Allow trainees sufficient time to complete the exercises. Point out
that clients are likely to be even slower than their advisers. It is
therefore all the more important that they should be. showm how to make
profitable use of the CASH BOOK from the start.

CB13
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EXERCISR/CASH BOOK 1

Using the CASH BOOX formula find the oissing smount.
Note: the CASH BOOK formula ia:
' Bagirning Balagce + Cash In = Cash Out + Ending Balance.

Probles m:ﬁ::::s :nn]‘.ll:nn:e Sc:lﬂehl Ezpsg:::uus
1 50 50 20 ?
2 50 75 ? 10
3 75 150 ? 50
i 4 150 ? 40 10
5 ? 150 100 50
6 100 90 30 ?
7 50 0 ? 60

ANSWER/CASH BOOK 1

Exemple: Beginning Balance + Cash In = Cash Out + Ending Balance

S0 + 20 = ? + 50
50 + 2 @ 20 + 50
Cash Espenditure is money leaving the bunin;cs therefora it 1o
Cash Cut.
Problem Answer
1 20
2 35
3 125
4 180
5 140
6 40
7 10
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EXERCISES/CASH BOOX 2 to 7

2)

3

4)

On lst January 1981 the followire transactions occurred:
Honoy st the beginning of the day

Sales for the day (cash)

Cash purchases

Bent paid

Mcney taken by owner (drawings)

Money at the end of the day

on 1st December 1980 tix following transactions occurred:
Palance in cash box at beginning of day

Caeh sales

Purchases nade with cash

Rent paid

Wages psid

Cash payments from debtors

Owners drawings

Balance in cash box at ecd of day

On lat Hovember 1979 the following transactions occurred:
Cash on hand

Cash sales

Receipts from debtors

Payments to suppliers

Wages

Rent

Perscnal drswings

Balance at end of day

P. 30.00
20.00
10.00

5.00
10.00
45.00

P. 50.00
10.70
27.70

4.00
9.00
5.00
4.00
21.00

P. 250.00
100.00
75.00
200,00
40.00
30.00
30.00
100.00



5)

6)

7

On 17th August 1981 the following transactions occurred:

Balance in cash box at beginning of day ' P. 60.00
Cash sales o

Cash purchases : 30.00
Balance in cash box at end of day o 80.00

On 18th August 1981 the following transactions took place:

Balance in cash box at beginning of day P. 80.00
Cash sales ’ : 50.00
Cash purchases : ' : ?

Balance at end of day . 120.00
Balance at beginning of day P. 120.00
Debtors receipts 20.00
Cash sales ?

Purchases - 50.00
Balance at end of day ) : 100.00
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ANSWER KEY/CASH BOOK 2 to 7

2)

3)

4)

CASH BOOK
Date Details Amount Date Details Amount
1.1.81 | Beginning 1.1.81 | Purchases 10.00
‘Balance 50.00 | Rent 5.00
Cash Sales 20,06 Drawing 10.00
Total Cash Out 25,00
Ending Balance|  45.00
Total P 70.00 Total ~|p 70.00
] | e ———————
1.12.80 | Beginning 1.12.80 | Purchases 27.70
Balance 50.0Q Rent 4.00
Cash Sales 10.70 Wages 9.00
Debtors
Receipts 5.00 Dravings 4.00
Total Cash Out 44,70
Ending Balance 21.00
Total P 65.70 Total P 65.70
2.12.80 | Beginning
Balance 21.00
1.11.79 | Beginning 1.11,79 | Payments to
Balance 250.00 Suppliers 200.00
Cash Sales 100,00 Wages 40.00
Debtors Rent 30.00
Receipts 75.00 Drawings 30.00
Total Cash Out 300.00
' Ending Balarce 100.00
Total P 425.00 Total P 400.00

L S A—
The Ending Balance is P 25 less than it should be. The owner
should investigate the possibility of unrecorded expenses, or

drawings, errors in entries on either gide or-theft.
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5)

6)

7

The CASH BOOK formula

iss

Ending Balance

Beginning Balacce [+]| Cash In |= Cash Out
60,00 ? 30.00 80.00
- cash Sales (Cash In) = P 50.00
80.00 + 50.00 = ? 120.00
Cash Purchases (Cash Out) = P 10.00
120.00 +|20.00 + 2 |=] 50.00 100,00

Cash Sales (Cash In)

= P 10.00
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EXERCISE/MOETIL'S FERTILIZER SHOP

Rra Moeti always made a note of the amount of money he had inb the cash box at
the end of each days business. He used to take the box home, secnrely
locked, and bring it back to the shop each morning. He also made a note on.
a plece of paper every time he took anything out of the cash box. He kept
these notes on a spike so that none would be losat.

He was not quite sure why he kept these pieces of information, except that
someone had once told him that it was a good thing to do. He did feel more
in control of his business as a result.

One day a salesman from a fertilizer company came to Bra Moeti's shop. The
salesman announced that his company was giving free display stands and
advertising material to all the shops whose sales were greater than P 1000 00
a week. Rra Moeti wanted to take advantage of this offer, because his
fertilizer business was important to him. He did not know how to prove to
himself or the salesman that his sales were sufficient to qualify for the
offer.

The offer was made on a Saturday evening just before the shop was closed.
Rra “‘oeti took home with him the cash box and his papers from the previous

week, and was determined to work out what his sales had been during the week.

He had the following information:

Day Cash at Start | Cash at End | Money Taken Out
of Day of Day during Day
Monday P 20.00 P 35.00 P 5.00
Tuesday 35.00 45,00 10.00
Wednesday 45,00 - 40.00 15.00
Thursday 40.00 50.00 5.00
Friday 50.00 50.00 20.00
Saturday 50.00 65.00 10.00

Questiona:

1) How much money came into Rra Moeti's cash box each day?
2) How much came in during the week?
3) Does he qualify for the offer made by the fertilizer salesman? CB19
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ANSWER KEY/MOETI'S FERTILIZER SHOP

1)

2

3)

Weekly Cash Sales

Yes, Rra Moeti quulifies for the offer from the fertilizer salesman,

Day | Cash Sales
Monday P 20.00
Tuesday 20.00

| Wednesday 10.00
Thuraday 15.00
Friday 20.00
Saturday 25.00

P 110.00

CB20



EXERCISES/CASH BOOK 8 and 9

8)

9)

Enter i{n your CASH BOOK the following transactions and balance the CASH
BOOK on a daily basis:

5 June

6 June

7 Juune

Commenced business with cash P
Bought goods for cash
Cash sales

Paid salaries in cash
Bought goods for cash
Paid sundries

Paid reut

Bought stationery for cash
Cash sales

Drawings

Casual labour )
Paid cash electricity
Cash sales

500.00
246.40
120.82
200.00
88.42
24,55
40.20
27.75
150,00

30.00
15.00
30.00
300.00

Use the balance brought down in Exercise 8 and then enter the following
transactions in the CASH BOOK and balance the CASH BOOK on 14 June 1979:

8 June

9 June
10 June

11 June

12 June

13 June

14 June

Balance brought down from last exercise P
Furniture for office

Received cash from C. F. Lloyd

Paid sundry expenses

Paid for stationery

Sold goods for cash
Paid rent

Sold-goods for cash
Received cheque from M. Dube

Paid cash for legal services
Paid cash for transport

Paid cash for insurance

Paid cash for advertising

?
71.00
50.00

30.20
10.75

54.68
100.00

300.00
45.00

100.51
66.00

80.00

77.53

CB21
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ANSWER KEY/CASH BOOK 8

CASH BOOK
CASH IN CASH OUT

Date Details Amourt Date Details Amount
5 June | Balance b/f $00.00 |{ 5 June | Goods 246.40
Cash Sales 120.82 Sals. a8 200.00
Balance c/d 174.42

P 620.82 P 620.82

6 June | Balance b/f 174.42 || 6 June | Goods 88.42
Cash Sales 150.00 Sundry Expenses 27.75
Stationery : 24,55

Rent 40.20

Baslance c/d 143.50

P 324.42 P 324.42

————mm |

7 June | Balance b/f 143.50 || 7 June | Drawings 30.00
Cash Sales 300.00 Casual Labour 15.00
Electricity 30.00

Balance c/d 368.50

P 443,50 P 443.50
P

cB22
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ANSWER KEY/CASH BOOK 9

CASH BOOK
CASH IN ‘ CASH OUT
Date Details Amount Date Details Amount
8 June | Balance b/f 368.50 8 June | Furniture ' 71.00
C.F. Lloyd 50.00 Sundry Expeases 30,20
Stationery 10.75
9 June | Cash Sales 54.68
10 June | Rent 100.00
11 June | Cash Sales 300.00
M Dube 45.00
12 Jupe | Transport 66.00
Legal 100.51
13 June | Insurance 80.00
14 June | Advertising 77.53
Balance c/d 282,19
P 818.18 P 818.18
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EXERCISE/TWO COLUMN CASH BOOK

1 Jan

2 Jan

3 Jan

5 Jan

9 Jan

18 Jan

28 Jan

29 Jan

31 Jan

Began business with bank deposit
Purchaged building by cheque
Cashed cheque for working capital

~ Cash sales

Cash purchasec of statiomery
Charitable donation, cagh

Bank deposit
Personal drawing, cheque

Cash payment of electricity account

Stock purchase by cheque

Purchaged office supplies by cheque

Bank deposit

Cheque to L. Davids for goods delivery

P 10,000.00
6.0@.00
1,000.00
2,000.00

100.00
50.00

800.00
240,00
120.00

1,200.00
700.00

950.00
650.00

Inatructions: Enter the information givén atove in the two column

CASH BOOK.

CB24


http:1,200.00
http:2,000.00

ANSWER KEY/TWO COLUMN CASH BOOK

CASH BOOK
CASH IN CASH OUT
Amount Amount
Date | Detaila Date Details
Cash Bank Cash Bank
1.1 | Balance
b/£ 10,000.00 1.1 | Building 6,000.00
Working Working
*| capital | 1,000.00 Capital 1,000.00
2.1]| Cash
Sales 2,000.00
3.1 | Stationery 100.00
Donation 50.00
5.1 | Bank 5.1 | Bank
Deposit 800.00 Deposit 800.00
9,1 | Drawings 240,00
18.1 | Electricity 120.00
28.1 | Purchases 1,200.00
29.1 | Office
Supplies 700.00
31.1 | Bank 950.00 {{ 31.1 | To Bank 950,00
Deposit | L. Davids 650.00
Balance c/d 980.00 | 1,960.00
Total 3,000.00 | 11,750.00 Total 3,000.00( 11,750.00

CB25


http:3,000.00
http:11,750.00
http:3,000.00
http:11,750.00
http:1,960.00
http:1,200.00
http:2,000.00
http:1,000.00
http:1,000.00
http:10,000.00
http:6,000.00

Bastc Records

BANK RECONCILIATION

WHY HAVE A BANK RECONCILTATION?

Does the owner of the business know exactly how much money is in his bank

account?
Does the owner know which of his cheques have not yet been presented to his
bank by the people who received them, but may be presented and deducted at

any time?

Does the owner know exactly how much the bank is charging him for its

services?

Does the owner know which of the cheques he has received from’custmra have
not been paid into his account, possibly because they camnmot be honoured?

Is it possible that the bank could be making mistakes without the owner
realising it? .

WHAT IS A BANK RECONCILIATION?

The BANK RECONCILIATION is a procedure for cdmparing the bank statement and
the account holders cash record calculations of how much money is in a bank
account, and of explaining any differences.

HOW TO PREPARE A BANK RECONCILIATION

-~  The purpose of a BANK RECONCILTATION is to identify and explain any
differences between the cash book record and the bank statement record

of the money in a bank account.

BR1



Differences may arise from the following reasons:

- Outstanding cheques which have been written but not yet presented
so that the money is still in the account.

- Outstanding deposits which have been made by the account holder
but have not yet been recorded by the bank on the statement.

- Bank charges which are deducted by the bank to cover the cost of
interest, cheque books and other services.

- Errors in the cash took, or, less likely, in the banks own state-
ment.

The cash book and the bank statement should first be compared and all
items which are the same should be ticked off (v) om both docunents.

Any bank charges on the statement should be written down in the cash out
bank account columns of the cash book and ticked off.

Any items still not ticked off should be listed in the following format:

BANK BECONCILIATION

Balance per bank statement
Add: Outstanding deposits
Less: Outstanding cheques
Other reconciling items

Adjusted bank statement balance

Balance per cash book (before adjustment)
Lesa: Bank charges

Other reconciling items

Adjusted cash book balance

The adjusted balances for both cash book and bank statement should be
equal and this is the amount of money available to the business.

BR2



DEMDRSTRATION EIERCISE

A buitchery recencly opaned a currant account at the local bank and the cwner
wishes tc rocuncile the ending balance £ron the bank statement to the cash
book mzintsined. The following information is found in the two records:

CASH EJGK
(Bank Columz only)
CASH IN casd ouUT
Date Bagcription Amnuat Bate Dascxripticn Amount
1 Jan | Doginning Balance [P 30
5 Jan | bopooit 100
30 Jan | Drawinge P X
Buding Bulance 130
P 130 P 150
b e FOCRETIT SR,
BAMK STATEMINT
Date cmquolwu_'onco Uicidirewal | Deposit | Balance
1 Jan | ‘ 50
€ Jza 100 130
31 Jen | Endieg Balance 150

Inscruction: Prepsre a BANK RECONCILIATION for ths wonth of January.

ANSYER KEY/Uermongtracion Exercisa

Usfog th2 threo steps to prepars & BANK RECONCILIATION we note that the
deposic of P 100 iz chova on both the bank statement and in the cash bock
benk column. The cheque written for P 20 on 30th January has not yat bean
cashed by the bank.
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A BANE RECONCILIATION for the month:

Ralancs per Bank Stataaent P 130

aAddt Outstanding Deposits P 00

Lesa: Outstanding Chequec ’ 20

Other Recomciling Items 00

Adjusted Bsak Statement Balance P 130
_—

Belance per Cash Book P 130

Lass: Bapk Charges ‘ P 00

Other Reconiling Iteus , . ' 00

Adjusted Cash Book Balance ‘ » P 130
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CHECKLIST FOR COMPLETION — BANK RECONCILIATION

Basic Knowledge

What is the purpose of the BARK
RECONCILIATION?

What are outstanding cheques?

What are outatanding deposits?

What are bank charges?

What is an adjusted balance?

Why are the cash book record: and
the bank statement unlikely to be
the same?

What documents are necessary for
preparing a BANK RECONCILIATION?

When should a BANK RECONCILIATION
be prepared?

To identify and explain differences
betwsen the cesh book and the bank
statement listing of bank account
transactions.

Cheques which have bean given to
people by the account holder but
have not yet been presented to the
bank or deducted from the account.

Cash or cheques deposited by the
account holder but not yet entered
to the account by the bank, because
of postal doilyn or difficulty in
collecting the money.

Charges made by tha bank for its
services which are iisted in the
bank statement and must ba trans-
ferred to the cash book.

The smount of woney svailable to
the business after deducting all
outstanding cheques and bank
charges.

Because of outstanding cheques,
outstanding deposits and bank
cherges.

The cash book and the bank state-

ment.

‘Whenever a bank statement is

received.
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What are the stages in preparing (a) Tick off the items that appear
a BANK BECONCILIATION? on both documents.

(b) Tranefer bank charges from the
statement to the cash book.

(c) List the remaining differences
and calculate the adjusted
balancs.

Eglunnut«ion
The client should:

=  Regularly and correctly identify and explain any differences between
his bank statement and his cash book record of his bank account.

-  Avoid giving out cheques which may not be honoured because outstanding
cheques have not yet been deducted from the available balance.

(p’t)
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2)

3)

4)

5)

6)

Basie Records

BANK RECONCILIATION - ADVISER'S GUIDE

One of your most impottanc tasks is to encourage clients’ to open and use .
baok accounts correctly. Stress that BANK BECONCILIATION is vital if a
bank account is to be properly maintained and not inzdvertently misused.
The BANK RECONCILIATION should be taught as soon as the clienc opens an
account, uaim' his own cuh book record and his f:lrot blnk statement as

an example.’

Clients may be puzzled or nnnoyed by the difference betvecn their cagsh . -
book record and the bank statemeat. Explain carefully how ‘the banking

. system works, including the delay in transactions involvins ‘separate

bankn. and the noceuit:y for bank chargea. If pouibla, the client’
should be encouraged to meet with sod discuss this syotcn with a

'manber ‘of his bank auff.

Stresa the importance of presenting chequea received as quickly sa
poasible, so that the moncy becomes available to the account bolder.
A cheque is worth nothing until it has been puunccd to the bank '

The arithmetic of a BANK: RECONCILIATION is oi.nple but: can nlily be

_ confused. Lead the clients carefully through a number. of ezsy examples,

uaing his own cash book record end bank ltccunon' if he is altudy
keeping a cash book and has a bank account,

Avoid the temptation of doing the BANK RECONCILTATION for the clients.
The business owner, or whoever is responsible for book-keeping, should
lay out the page, tick off the common items aod make the nece'nu:y
entries and calculations himself, from the start. ' -

Note in your client's record when he may be expected to receive his
next bank statement. Call a day or so after this, and warn the chent:s
in advance that you will hope to see a correctly completed BANK -
RECONCILIATION. Ask the client then to explain any individual out-
standing cheques or deposits, and ensure that he understands how much
money is.actually available to him in the bank account.



1)

2)

3)

4)

5)

Baete Record

BANK RECONCILIATION — INSTRUCTOR'S GUIDE

Trainees may not all be familiar with bank statemente. Obtain examples
from the local bank and use them as the basis for the exercises.

. Epaure that trainees are totally familier with the way in which the

bank account is recorded in the secomnd column of the cash book. Revise

the cash book topic if necessary.

If trainees have their own personal bank accounts, {(which they should
be encouraged to do) they should be shown how the bank statement zan be
compared with the cheque book and paying-in book stubs in order to
reconcile the two figures and ensure that the account holder knows how
much money is available to him. A SANK RECONCILIATION {s as necessary
for an individual as for a business. '

Ensure by repeated examples if necessary that trainces understand and
can correctly carry out the procédure for BANK RECONCILIATION. The
aritimetic is simple but must be correct. Errors can lead to serious

business mistakes.

If possible, a staff member of a bank may be invited to this session to
explain the banking system, with particular reference fo the reacons for
outstanding cheques and deposits and for bank charges. If this cannot
be done, the instructor should familiarise himself with the banking
system, and should find out the normal delays for cheques and deposits,

in order to explain them to trainees.
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EXERCISE/BANK RECONCILIATION 1

A bakery shows the following in the cash book bank column at the end of

first month of operation:

the

CASH BOOK
CASH IR CASH OUT

Date | Description | Amount Date c::gue Description | Amow.nt

1 Jan | Balance b/£ | P 00
5 Jan | Deposit 50{| 7 Jan 1 Wages " P 20
15 Jan Deposit 75 1| 10 Jan 2 Purchases 30
22 Jan | Deposit 60 {{ 21 Jan 3 Supplies 10
31 Jan | Deposit 20 || 24 Jan 4 Tranéport 10
27 Jan 5 Purchases 25
Balance c/d 110
P 205 P 205

S PR
1 Feb | Balance b/£ |P 110

The bank statement for he first month of operation shows the following:

BANK STATEMENT
Date | Cheque/Reference | Withdrawal Deposit | Balance
1 Jan | New Account . 000
6 Jan 50 50
8 Jan 20 30
11 Jen 30 00
16 Jan 75 75
22 Jan 3 10 65
23 Jan 60 125
25 Jan 4 10 115
31 Jan| Cheque Book 2 113
31 Jan| Ending Balance 113

BRY



Tnstructions: (1) Note all transactions shown in both the bank statement
and the cash book with a tick (v).

(2) Identify bank charges that should bz entered in the
cash book.

(3) Prepare a BANK RECONCILIATION.

ANSWER KEY/BANK RECONCILIATION 1

Bank Reconciliation - 31 January

Balance per Bank s‘utanent: P 113

Md: Deposits in Cash book not
shown on Bank Statement 20

P .3
Less: Cheques issued per Cash
Book not yet cashed per Bank 25

Adjusted Bank Balance ' : P 108

‘Balance per Cash Book P10

Legs: Service Charge that should
have been Cash Out item

| o

Adjusted Cash Book Balance P 108

BR10



EXERCISE/BANK RECONCILIATION 2

Mr. D. S. Pitse, Bank Statement
P.0. Box 100,
Gaborone Standara Bank
Date | Cheque/Reference | Withdrawal | Deposit | Balance
1 June P 100.00
2 552 48,00 52.00
3 25.00 | 77.00
4 551 21.00 56.00
7 83 1.50 54.50
10 554 23.00 31.50
553 63.00
11 46.00 14.50
13 85 0.10 14.40
20 556 10.00 4.40
27 S4 0.40 4,00
30 s7 6.00
71.00 69.00
Reference Numbers:
S1  As per Advice S 7 Ledger/Safe Custody Feoa
§2 Bill Collected S 8 Transfer/Stop Order
§3 Cheque Book $ 9 Uppaid Item
S4 Other Charges S10 Uncleared Effects
§5 Commission S11 Error Corrected

S6 Interest
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CASH BOOK

(Bank Column Only)

CASH IN CASH OUT
Cheque

Date | Description | Amount Date | “po¢ Description | Amount
1 June | Balance b/f | P 100.00 4 Juue| 551 | Repairs P 21.00
Deposits 25,00 || 10 June | 552 Salaries 48.00
Deposits 46,00 553 | Purchases 63.00
Deposits 71.00 554 | B Marchants 23.00
Deposits 20.00 || 19 June | 555 Phone 4.00

20 June | 556 | Drawings 10.00

25 June | 557 | Purniture 50.00

Balance c/d 43,00

P 262.00 P 262.00
R

1 July | Balance b/d | P 43.00

Instructions: Prepare a ANK RECONCILIATION for the month of June using
the information shown above.
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ANSWER KEY/BANK RECONCILIATION 2

BANK RECONCILIATION
‘ 30 Juns

Balance per Bank Statement
Add: Outstanding Deposits °

Leas: Outatanding Chequee:
’ No. 555
- No. 557

Adjusted Bank Statement Balance

Balance per Cash Book
(be. ore adjustments)

Less: Bank Charges

Adjusted Cash Book Balance

P 69.00
20,00
89.00
P 4.00
w.m
54.00
P 35.00
P 43.00
P 8.00
P 35.00
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Baate Records
PURCHASE AND EXPENSE RECORD

WHY HAVE A PURCEASE AND EXPENSE RECORD?

Lt QLR RS L e

Does the business owner know how she ia spending her momey?

Does the owner know how much che and her family are withdrawing from the
. busineas each month? 1Is it too much, or could it be more?

Does the owner know whether items such as transport, packing materiala or
electricity are consuming more of her money or are they reasonsbly stable?

Does the owner know vhether she is making a profit or a loss, and how much?

WHAT IS A PURCHASE AND EXPENSE RECORD?

B e e e e i i e et

A PURCHASE AND EXPENSE RECORD is a record of all items on which money is
spent by the business, classified in a way which is useful for improved
control and management of the enterprise.

HOW TO MAINTAIN A PURCHASE AND EXPENSE RECORD

~  The purpose of the PURCUASE AND EXPENSE RECORD is to record all
expenditure and to classify it in a ugeful way.

- Expenditure is initially recorded on tke left hand side of the cash book,
either in the cash or the bank account column. At the end of the month
or other period for which the profit or loss is to be calculated, the
expenditure should be taken frow the cash book and classified.

~  The clasaification will depend on the business and the owner's ability.

Most retailera will find it emough to divide expenditure into the

following four categories:

6‘% PE1



Purchases: Stock bought for resale to cuatomers.

Expenses: Money spent on services or supplies vhich are not
sold but are necessary for the business to operate.

Drawings: Money or goods taken by the owner for her own use.

Fixed Assets: Money spent on things which are necessary for the

business and will last several years.

The value of goods withdrawm by the owner or her family for their own use
should De noted on a piece of paper and placed in the cash box or cash
register. They should be totalled and entered in the drawings colummn
of the PURCHASE AND EXPENSE RECORD.

o\
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DEMONSTRATION EXERCISE 1

A brickmaker has the following expenditures on lst January:

Stock (for resale)
Casual Labour
Maintenance
Shelving
Draving (personal)

Instructions: Prepare a PURCHASE AND EXPENSE RECORD from the above infor=-

mation.

= P35

ANSWER KEY[Demnutration Exercise 1

5
3
10
7

Date | Description | Total | Stock | Wages | Maintenance Drav’ags A! ixed
gsets
1 Jan| Stock P 35|P 35
Labour 5 PS5
Maintenance 3 P3
Fixed Asset 10 P 10
Drawing 7 P 7
Total P 60|P 35| 25 P3 P 7 P10

Important points to note from the above example:

(1) The amounts total both dowm and across.

that amounts hav. been correctly entered.

This is a method to ensure

(2) Every expenditure can be classified into one of the categories.

(3) All information is included.

(4) The information will be used for the profit and loss statement.

0
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CPOUITRATEON BXENCISE 2

Tim followiny transsctions occurred during one waek of business in an agri-

cultuzal ecuirnunt bLusinasss

Bay i

fteck
lacezicicy
Rent
Staticnery

Dy 2

Stock

Browing
Peges

Wotes

P23

L]
10
L]

P 30

3
15

Dey 3

Stock
Maintensnce

Day &

Drawing
Stock

Thesoe are cll ceah out itema.

P10
2

Inszructions: Prepare a PURCHASE AND EXPENSE RECORD from the ghove trany=

actiona.

ANSWER E!Qmmszsatim\ RBrercise 2

Date Details rotal | Purc. | Main, | Hsges | Elect. | Rent Office | Brav.
Dey 1 | C2sh _
Expendituras | P 45| P 25 PSS !r10} PSS
Day 2} Cash
Expendituras 30 30 ‘1 P15 P S
Day 3 | Cash
Expenditures 12 100} P2
Duy & | Cash
Expeniituras 20 10 10
Total P127{ P75 | P2 215 PSS PlO| P S P 13

Izportant poinca to mots from the sbove axzaple:

(1) Inforuntion can be suzmarisad for an entire day on one lins.

(2) The sczounts csu be totalled both down and ucross.

(3) Every expenditure is categorised according to its relationship to the

businass.
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PURCHASE & EXPENSE RECOED

Date

Description

Total

Purchases

Expenses

Stock

Fixad
Assats




CHECKLLST POR COMPLETION — PURCHASE AND EXPENSE RECORD

R o O e e e e s e ettt

Basic Knowledge

What is the purpoase of a PURCHASE
AND EXPENSE RECORD?

Should the PURCHASE AND EXPERSE
BRCORD include credit or cash

expenditures?
What are "Purchases"?

What are "Expenses"?

What are "Drawings"?

What are "Fixed Assets"?

How should purchases and expenses
be classified?

_]_‘.glmntation
The client should:

To collact together and clagsify
all itewms of expenditure so that
they can be controlled and used in
preparing the final accounts.

Both, it must include all _
expenditures made by the business.

Goods for stock bought for resale
to customers.

Items or services which are
necassary to operate the business
but are not themselvas resold, and
are consumed in less than a year.

Money or goods taken from the
business for the personal use of
the owner or her family.

Larger items which are bought for
the business and which last for
several years,

The classification depends on the
nature of the buasiness, but most
retailers should clossify them
into Purchases, Expenses, Drawings
and Fixed Assets.

-~ Regularly and corrsctly record and classify purchases and expenses into

appropriate categories, entering details of the date, item and amount of

money in each case.

17
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Check the PURCHASEZ AND EXPENSE RECORD by adding the total of all the
items and the total of cach clageification and onsuring that both totals

srae the sams.

Use the results of the PURCHASE AND EXPENSE KECORD to monitor and if
necessary reduce tha cost of {tems such as drawings, transp)rt or
wrapping meterial.

PE7
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Baste Records
PUICBASE AKD EXPENSE RECORD — ADVISER'S GUIDE

Clients who have succaeded in kaeping a correct cash book may be confused
by the nced for yet another record between this and the profit and loes
account.  Show them that their unrelated listing of expenditures in'the
cu.. book cannot be used to control expendi.tm:a, because the items are

‘not classified. Tha total of expenditure cannot bs controlled until the

client knows what makes up the total.

Ensure by questioning that the client understards the diffarcnco b.t\non '
purchases, expenses, fixed assets and drawings. She must ba abla to ud

| viry the simple classification is useful for control pu.—pouu.

Demonstrate the difference bstwaen f£ixed assets and expunses by udns
vhethar it would be reasonable to charge the cost of & new sholving unic,
or a vehicle, against the sales for ons month or .evan ons year. Show
that the total of the fixed assets columm will in fact ba a record of ali
the 'ipomnent" items a business pousesses.

Stress that the PURCHASE AND EXPENSE KECORD is mot a substitute for tha
stock records. It does not itamize the individual items of stocks but
only records the total cost of the toul amount of monay npcnt on
purchases. : ‘.

Ensure that the client understands the use of the PURCHASE AND EXPENSE
RECORD by asking her what she would do if the total for dravingl
increased dramatically, or wer very erratic, or if the total of
expenses as a whole increased unexpectedly. ' '
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3

4)

Baste Records
PUB.CEASE AND EXPENSE RECORD - INSTRUCTOR'S GUIDE

It is vital that trainees should understand how the PURCHASE AND EXPENSE
RECORD fits into the ‘total system of recrods, being based on information
from the cash book and being used to produce information for the profit
and loss account and the balance sheet. They must realise that records
should not be regarded in isolation but as part of a complete system.

Ask trainess to suggest appropriate classifications for a range of
different types of business such as: A Bottle Store, '
A Garage and Vehicle Mechanic,
A Farm or Market Gsrden,
A Restaurant or Bar,
‘A Purniture Workshop.

Show how raw materials, consumable tools, deposits, refunds on empties
or other items are worth recording for certain businesses. Stress that
the choice of classifications depends on tha type and scale of the
business and the owners interest and ability to make use of the

information.

Ensure that trainees understand the basic classification system of
purchases, expenses, drawings and fixed assets, and any othar systems
they may suggest for different businesses, by asking them to classify
random 1isths of items. Avoid wasting time on "broader line" items
such aas bage which are sometimes resold or items that may last slightly
over or under one year. Stress that consistency is more important than
actual decision on such items.

Stress as always that accurate arithmetic is vital. Advisers shonld be
able quickly and accurately to check and if necessary correct their

clients' records, and they may do this more easily by adding the total
of the vertical and horizontal columns as shown in the exercises. /]b
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EXERCISE/SEDIRAWA'S MOTOR SPARES

Mr. Sedirwa decided that he should try to keep a record of how his business
wvas doing. He realised it was not enough merely to take away the cost of

wvhat wvas sold from the total sales.

in his business.

figures unless the expenses vere clagsified in some way.

take steps to control those ixpenses that appeared to be excessive.
decided on the following classifications:

(1) Goods purchased for resale.

(2) The value of goods taken for his own use.

(3) Money taken for his own use.

(4) The wages of his assistant.

(5) Rent.

(6) All other routine expenses.

(7) The cost of items which he considered to be investments, and

which would last many years.

He had noted the following expenses during the previous month,

to allocate them to the classifications he had selected:

24th January

25th January

Took P 5.00 worth of goods for own use.
Withdrew P 2.65 for own use.

Gave P 1.50 to nephew for school uniform.
Spent P 10,00 on goods for sale,

Spent on a pair of weighing scales P 40.00.
Spent P 24.75 on goods for sale.

Gave landlord P 30.00 for rent for the month.
Paid P 12.50 wages.

Paid P 2.55 for wrapping material,

Spent P 15.50 on lamps for the shop.

Spent P 2,35 on kerosene for lamp.

Bought P 10,00 worth of paint for the building.

There were alao other expenses involved
He knew that it would be impossitle to make any use of his.
Be knev he should

He now had

PE10



26th January

Paid P 23.50 for new sign.
Spent P 75.00 on goods for sale.

Took goods worth 55t for own use.
Gave son P 7,10 for pocket money.
Smoked pucli of cigarettes from stock worth 50t.

Took P 6.00 for own use.
Paid P 12.00 wages.

Spent P 2,65 on new jars for sweets.

He also had four invoices that he had not had time to categorise:

DON'S PARTS CENTRE {PTY) LID.

FOR SPARES, TOOLS, BATTERIES, ACCESSORIES, TYRES & ELECTRICAL GO0DS

P Gaborone, Botswana, PO, Box 163,
C DATE
INVOICE No. 101 25.1.82
PART
1 hLb Hammer 7 60
1 STNP Screwdriver 122
1 Screwdriver 3 22
1 FLUB Spanner 1 ko
1 17 mm Spanner 1 20
1 5/8 Spanner 1 56
1 Pump connection 2 75
DISC %

TOTAL P 18 - 95
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INVOICE

No: 344

Tel:

GABORONE, BOTSWANA

P.0. BOX 747 Date:
JOHN'S HARDWARE

]’_o_: Messrs Sedirwa's Motor Spares, Kanye.

26.1.82

10 | Spanners
20 | Spark Plugs

P 13.00
24.00

P 37.00

INVOICE 291
PO, BOX 700, |
GABORONE FINER FILTERS
BOTSWANA (PTY) LTD.
- DATE: 24.1.82 .
4 Air Filters P 22.50
Total P 22.50

PE12



tnvolce 6111
TYRE
SERVICES
Pty) Ltd. Date 24.1.82
2x 8 ply @ 20.71 , P 41.42
Discount (5%) . 2.07
TOTAL P 39.35

Instructiona: Prepare a PURCHASE AND EXPENSE RECORD using the above infeor-
mation and the infermation from the four invoices.

PE13
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DATE DESCRIPTION e | runcassgs | RENT | wAces | MIsc. UeEPAIRS pRAnIReS ASoETS
. MAINT. CASH | GOODS

24 Jan | Motor Sparea Inv.291 | 22.50 22.50
Tyres Inv.6111 39.35 39.35 )
Personal Use 5.00 5.00
Drawings 2.65 2.65
Drawings 1.50 1.50
Goods 16,00 10.00
Scales 40.00 40.00
Goods 24,75 24.75

25 Jan | Motor Spares Inv.101 | 18.95 18.95
Rent 30.00 30.00
‘Wages 12.50 12.50
Wrapping Material 2.55 2.55
Lamps 15.50 15.50
Parafin 2.35 2.35
Paint 10.00 10.00

26 Jan | Sign 23.50 23.50
Goods 75.00 75.00
Motor Spares Inv.344 | 37.00 37.00
Personal Use 0.55 0.55
Drawings 7.10 7.10
Personal Use 0.50 0.50
Drawings 6.00 6.00
Wages 12,00 12.00
Sweets Jars 2.65 2,65
TOTAL 401.90 | 227.55 30.00 | 24.50 | 2.55 12.35 17.25| 6.05 | 81.65

STEVAS HOLOK 5,VMUIQZS/iTA WAMSKV



Basic Reoords

SALES RECORD

WHY HAVE A SALES RECORD?

Is the level of sales going down without the business owner being aware of
ie?

Are there periods of high or low sales in the week, month or year which could
be forecast bassd on past results but are not, so that stocks or staff are
not appropriate for the level of sales which could be foreseen?

Does the owner know how much money her business is making or losing?

Is the proportion of credit sales increasing without the owner being aware
of it?

Are sales returns seriously reducing the profitability of the business?

WHAT IS A SALES RECORD?

A SALES RECOED is a complete and regular record of 311 cash and credit sales

and sales returns.

HBOW TO PREPARE A SALES RECORD

~ There are three items of information that make up a SALES RECORD:

Cash Sales: Cash or cheques received when the goods are sold.
Credit Sales: Sales for which the customer will pay at a later date.
Sales Returns: Money which is returned to customers in exchange for

goods which are for some reason returned to the
business.

SR1
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Cash sales are obtained from one of the following three sources:
If the business has a cash register =~ from the printed record.

1If the sales are recorded as they - from the cash book.

occur

If the sales are too small and - by calculation from the
too frequent to be recorded as cash book.

they occur

Cash in equals ending cash minus starting cash plus cash paid out.
This will also include cash received from credit customers paying for
goods they received earlier; these amounts are listed in the debtors

record and must be deducted from cash in to obtain the cash sales.

Credit sales can be obtained from the debtors record or the credit sale
receipt book if one is used.

Sales returns can be taken from the cash out column of the cash book.
Total sales equaln cash sales plus credit sales minus salas returns.
The SALES RECORD must be completed daily for most shops. Farms or

producers of larger goods which are only sold occasionally may need no
more than a weekly or monthly SALES RECORD.



DEMONSTRATION EXERCISE

The beginning balance in the cash bax is P 50. Receipts for expenditure
throughout the day for purcheses and expeanses total P 60. The balance at
the end of the day is P 70. The only source of cash during the day was
cash sales (no debtors payments roceived).

What wvas the level of cash sales for the day?

ANSWER m[nenonltution Exercise
Use the cash book formula:

Beginning Balance + Cash In = Cash Qut + Ending Ralance
50 + ? = 60 + 70

A aimple calculation shows that cash sales were P 80.

This amount is entered in the cash book and SALES RECORD.

I
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basic Knowledge

What ie the purpose of a SALES
RBCORR?

what jaformation is included in
the SALES RECCTD?

How can czsh pales bo calculated
from the ceoh book 1£ they are
aot indlvidually racorded?

Why are payaenuts by dsbtors ot
included in tha SALES RECORD?

Frees whare can information on
credit sales be obtained?

Why ars sales returns deducted
from sales to give the total?

Isplamencation
The client should:

To collect together and maintain a
record of all sales made by the
business.

The total of cach sales aad sredit
sales, less sales returas.

Cash in quals ending cash minus
starting cash plus cash paid out
nious payments by debtors.

They zre not payments for sales
vhich were made on that date, they
gre for sarlier sales which were
racorded when they were made.

Prom the debtors record or credit
sales receipt book if ome is used,

If goods sre returnsd tils cancels
the pravious sale and ssles must be
reduced by this smount. '

= Bring together the cash sales, credit sa'es and sales returas to produce

a correct and regular SALES RZICORD.

- Correctly apply the formula for calculating cash {n from the cash book.

- Compare snles for a ssries of periocds, drav e propriate conclusions and

taks appropriate action when ascessary.

Yo



1)

2)

3)

4)

5)

Bastc Records

THE SALES RECORD - ADVISER'S GUIDE

B LS e

As with the purchiss and expense racord, clients may fesl that it is
utnacessary to bave another record in addition to the cash book and the
debtors record, where sll sales iro, after all, already recorded.
Ensure that clients understand that omly by bringing sales together in
one record can they uss the information to monitor tho level of sales,
to take appropriate ection to correct any adverse trends and to monitor
the effects of such action.

Clients should have learnt the formula for calculating cash fn when they
started to keep & cash book. It may be necessary to remind them of it,
bowever. Ensure that they can both use the forsula.snd understand the
logic underlining it. ‘ :

If the ciient uses a cash register toul'd:uh sales should equal the
cash in the register. Clients with cash rcgiuwc may uuttlulcu
fail to use them proparly. Stress the necesoity for:

- thtti.n; the cash drawer ptopcrly between éich ttnucti.on.

- Allowing both the customsr and the shop ul:l.lmt to ses the ﬂcuro :
displayed for each tunuct:lon.

"= Carrying out the couuinl operation at ths end of each day and

returning the reading to zero for the following day.
= etaining and transferring the printed ‘.'uu:u to the w.ns RECORD.

Ask the client whether she evar has sales ntunu. If so, eiisure that
these ars properly recorded, and that the client understands ub— they
sust be deducted from the SBALES RECORD total.

Use this discussion as an opportunity to check the clients debtors
record if she sells goods on credit. Al! credit tringacticas should
be filled in as they occur, and it should be easy to totsl up credit
sales at the end of each day from the debtors record or from a credit
aales recipt book if it is used.
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Chiack the clients undsrstszding of tho SALES RECORD by ssking her what
she would do if the sales acarted to go down unexpectedly. Ask her
whst har SALES RECORD will tell her about daily, weckly or sessonal
peaks and troughs, and how she can use this §aformetien.
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2)

3)

4)

Basic Records

THE SALES RECORD - INSTRUCTOR'S GUIDE

Ensure thet traineea appreciate the place of the SALES RECORD in the

total recording system. It lies batwean the basic reccrd of cash

book and debtors record, and is used to draw together information for
{ncluafon in the final record, that is the profit and iosa account.

Trainees may never have operated a cash rvegister. Ensure that they
have on opportunity to do so, and to understind how such a machine vorks,
Preferably from the salea representative of a company that sells azd
maintains such machines. Ensure that they are introduced not only to
the latest models but to the type that is generally in upe by thair
clienta.

Discuss the proportion of cl‘ient sales which are likely to be for credit
or for cash and the possibility of sales returms in various types of
buciness. Ensure that trainses appreciate the special problems
involved in large numbera of returned empties, such as in a bottle

store or a dealer in grain or other material packed in returnable bags.
Engure that trainees are able to suggest appropriate ways of rucording
thuse transactions to their clients.

Discuss the type of business where it is and ia not appropriate to
record cash sales as they are made. Ensure thet trainees are totaliy
familiar and confident with the formula for calculeting cash salea from
the cash book when neither a cash register nor individual record is
available.

v



EXERCISE/SALES RECORD 1
Mr. L. Puso of the Gabane Reatsurant and Butchery has the following infor-

mation in his records:

Day Caal:’ fa;. symc ca:l; s and m:;’; fn?;‘::“t Credit Sales
Monday P 20 P 35 P15 P 4,50
Tuesday 35 45 10 3.00
Wednesday 45 40 15 -
'nm:oday 40 50 5 . 2.50
Priday 50 30 20 0.50
Saturday 50 65 10 1.00

Instructiona: Prepare a SALES RECORD for the week using the information
given above.

ANSVER KEY/SALES RECORD 1

Date Cash | Credit | Totzl | Sales | Net !

Sales | Sules | Sales | Return | Sales
Monday 20.001 4.50 | 24.50 24.50
Tuesday 20.00 | 3.00 | 23.0C 23.00
Wednesday [ 10,06 | ail | 10.00 10.00
Thursday | 15.00| 2.50 | 17.50 17.50
Friday 20.00| 0.50 | 20.50 20.50
Saturday | 25.00] 1.00 | 26.00 26.00




EXERCISE/SALES RECORD 2

Mr. K. kokgom owns a general store in Letlakane.

business snd wants to start keeping proper records.

He has just begun

You (the Business Adviser) are able to determine the following from his

present records:

Day Date
Monday 1 January
Tuesday 2 January
Wednegday 3 January
Thursday 4 Jamuary
Friday 5 January
Saturday 6 January
Monday 8 January
Tuesday 9 January
Wednesday 10 January
Thursday 11 January
Priday 12 January
Saturday 13 January

Credit Transactions:

L. Tladi = Allowed
Paid

Allowed

Allowed
"~ Ppaid

Serjane = Allowed
Allowed
Allowed
Paid
Allowed

Cash Paid for
New Stocks

Issued in Collected
Morning in Evening
P 11.10 P 12.50
12,50 10.80
10,80 12.10
12,10 8.30
8.30 12,50
12,50 11.00
P 6.50 P 9.70
9.70 16.00
16,00 12.00
12.00 13.70
13.70 9.30
9.50 12.10
P 3.00 Credit on
2.00 On Account on
5.00 Credit on
6.00 Credit on
4,00 On Account on
P 2.50 Credit on
6.00 Credit on
1.00 Credit on
7.00 On Account on
5.00 Credit on

4.70
4.30
1.80
6.40
1.20

1 January
3 January
8 January
10 January
13 January

2 January
4 January
5 January
9 January
13 January
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Motswir? Allowed

G. Mareko = - Allowed
Paid
Paid

Allowed
Allowed

Ndzinge

P 15.00
10.00
25.00

P 4.00
1.50

Credit

Credit
On Account
On Account

Credit
Credit

on

on

10 January

6 January
11 January
25 January

4 January
5 January

Instructions: Prepare a SALES RECORD for the period 1 January to 13 January.

61?"5311



ANSWER KEY/SA:.£S KECORD 2

DATE casH | cmeprr | ToTaL | saLes | NET
SALES | SALES | SALES | RETURN | SALES

1 Jan. 79|P 7.70 | P 3.00|P 10.70 P 10.70

2 Jan. 12.00 2.50] 14.50 14.50

3 Jan. 7.00 - 7.00]| - 7.00

4 Jan (0.80) | 10.00] 9.20 9.20

5 Jan. 8.20 2.50| 10.70 10.70

6 Jan. 1.5 | 15.00] 16.50 16.50

8 Jan. 79 |P 3.20 [P - |P 3.20 P 3.20

9 Jan. 11.00 5.00| 16.00 16.00

10 Jan. 0.30 9.00] 9.30 9.30
11 Jan. 3.50 - 3.50 3.50
12 Jan. 2.20 - 2,20 | 20
13 Jan. 3.80 5.50| 8.80 8.80

Notes

(1) Debtors' payments are not entered in the SALES RECORD. Record them
again as cash would give an over-statement of actual sales. These
payments will be recorded however in both the cash book and in the
individual debtor record.

(2) Now that we have collected the information and presented it in a clear
form we see that the situstion requires further investigation. Note
the extreme variation in daily cash sales, This amount should remain
fairly constant. We should particularly note the cash sales on 4th
January. The records show negative cash sales on this date. “his
and the wide variation in daily sales indicate a problem. There are
many possibiiities: Unrecorded Drawings?

Employee Theft?

Lost Receipts?
Mr, Eokgorwe should examine every aspect of hia recording and security
system to discover what is happening. There is every indication that
he must use the information on the SALES RECORD to manage more

q%
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Baste Records

STOCK TAKING AND RECORDING

WHY TAKE STOCK?

Does the business ever run out o) stock end thus fail to satisfy customers
and lose the opportunity for higher profits?

Does the business owner know how much to order when the manufacturers’ sales
representatives call? Is he easily tempted by "gpecial offers" tu order
more than he needs?

Does the owner know which items sell fastest and which sell very slowly or
not at all?

Is a large but unknown amount of money "slaeping" in the form of stock,

vhen it could be better used to buy faster moving lines, to offer customers
credit, to buy new equipment or even for the owners' own use?

WHAT IS STOCK TAKING?

The Stock Record is used for counting, listing and valuing all the stocks
in hand in a busineas. This is called stock taking.

HOW SHOULD A BUSINESS TAKE STOCK?
- It is necessary to count and value atock for two reasons:
(1) To discourage theft or waste.

(2) To find out how much has been sold in order to calculate profits.

.- Stock must be counted and valued whenever the business needs to produce a
profit and loss statement and balance gheet, It is also useful to take
stock of a few items every day or every week, for control amd information

purposes.

qpt ST)



-« Stocks should be valued at what they cost, not what they can be sold for.
The figure can therefore be used to calculate the cost of what was sold,
and thus the profit or loss.

- Counting and valuing stock can take a long time. It should not be
allowed to interfere with business. The task will be much easier if
stocks are stored neatly.

-~ It is not worth counting one by onc individual small items of low valuc
like sweets, envelopes, pencils or nails. The businens owner must make
a reliable estimate of the quantity that is in stock. '

-~ Mapufacturers must remember partly maufactured goods must be included in
stocks. If it is difficult to calculate how much value has been added
to the raw material at a particular state of mamufacture, all partly
finished goods should be valued at half the equivalent completed cost.

DEMONSTRATION EXERCISE

A coffin maker takes stock at the end of the month ard finds that he has

the following: Quantity Cost
12 Boards 50t each
2 kg Naila P 2.50/kg

Instructions: Complete a Stock Record using the information given.
— " .

Question: Wnat is the total value of his stock?

ANSUER KEY/Demonstration Exercise

Unit Total

Quantity | Description | . o Vslue
12 Boards P O.50|P 6.00

2 kg. Nails 2.50 5.00
Total Value of Stock = P 11.00




Dates Page:
CoST UNIT TOTAL




CHECKLIST FOR COMPLETION ~ STOCK TAKING AND RECORDING

Bssic Knowledge
Why is it necessary to take stock?

What are ths stages in stock taking?

How ahould stock ‘bc valued?

When should stock be taken?

Is it necessary to close the
buaineas in order to taks stock?

L_ggl-enntion
Thae client ahould:

To control theft and waste.

To find out the cost of goods sold
in order to calculate the profit
and loss.

Count the stock.
Value the stock of each product.
Add up the total valus.

At its purchase cost, not tha
selling price.

Whenever final accounts are needed,
and more frequently for security
purposas.

No, stock should be taken after
hours, or at a veskand.

-  Count and value stock accurstely sz regular {ntervals which he hue

sklected according to his nsed for {alnrmation.

-  Usge tha {nformation to coatrol thelt and wastage snd to dec lde wtiich

goodo to roorder.

L )



1)

2)

3

4)

5)

6)

n

Basic Records

STOCE. TAKING AND RECORDING — ADVISER'S GUIDE

Stock taking can be a lengthy and tedious procedure. You must mske the
client aware of why it is necessary to take stock before teaching him
how to do it.

Osce the client understands why iz is necessary to take stock, ask him
to count one or two items which are obvicusly untidily stored. The
difficulty of doing this will be & powerful incentiva for the clienmt
.o keep aic stock more neatly in future.

Identify items in the client's business that are sanll oy bavd to count.
Stov bow it is possible to estimate whet proportion (f.e. | or {) of
items such as a jar of cwases, a box of nsile or o bag of flour, vemmins.

Many grocery and hsvdwara itemy srve chargad by tha cico sod the
individusl cost prica {o difficult to caleulatu. Show by exseple how
a client can estimate what preportivn of tha cese has been cesd, 80
apply this prupection to tho cost of the case, rather thia sxtanpting
to count and value esch ftea.

If time aliows, arvange to assist the client to carry out a coaplasa
stock taking. Do not do it for him; one should count und the otheto
record the goods, znd the tasks skould be exchanged frea tine to tims.

Deronstrate haw eacy £t ls to douhle count or wiss items. Show that
ft i3 reccasary to £ix on & zlear precedure, wech 33 lofx ta cight,
top to bottom, and to sfbare to it.

Asatst the client with aov valuation prodlens.  Agres o the Iato af
the naxt stock feking. sl arranga to zall a day av eo after this in
order %o chack the cllent’'s swa stleapl 2o atoch take witlout paur
ansfstance.
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6)

Baste Records

STOCK TAKING AND RECORDING - INSTRUCTOR'S GUIDE

Trainees may feel that it is both easy, and unnecessary, for them
actually to learn to count stocks on the shelves of a busiuess.
It is vital that a part of the lesson on this topic be dealt with
in a retail shop, warehouse or store, the office stationery store,
a garage vehicle speres store of a restaurant store, but trainees
mst have the experience of actually counting some goods. A full
day should be allocated to the topic in order to aliow this.

Ask trainees to design their own format for a stock taking form.
They should, in pairs, use their form to count, record and value the
stock, so that they appreciaie how easy it is to make mistakes.

If possible, the goods in the store used for the practical exercise
should not be neatly stocked. Trainees will soon appreciate that it
is necessary to organise them neatly before counting them,. and this
will be a useful introduction to the later topic of stock displays.

Obtain suppliers' price lists of goods typically stocked by clients;
and ask trainees to calculate the value of certain propartions of

cases, jars and so on.

Ask trainees to compare the stock levels they find in the practical
exercise with the probable consumption of the items in question.

Are the quantities in stock in proportion to cdnsumpt::lon. and if not,
why not? *This is a usefut introduction to the later topic of stock

management.

If possible, take clients to a typical small manufacturing client, such
as a carpenter or a tailor. Ask trzinees how they would valu: partly
completed products or jobs, and discuss the suggestion of using half
the final cost if it is difficult to calculate how much worl. has gone

into each item.
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7 Stress that stock taking, like all basic recording procedures, is a ﬁay

of obtaining information to be used.

Clients should not be taught to

spend so much time on stock taking that they damage the business in
other ways, since the "ooat" of obtaining information would then exceed

tha "benefits" of using it.

EﬂRéISEISNCK TAKING AND RECORDING 1

At the end of the month stock taking the following information is recorded

by & vendor :

Coffee . 14 tins e
Tea 4 boxes @
Sugar 17 packets @
Biscuits 30 boxes @

Inatructidnuz Prepare a Stock Record using the above information. -

P 1.50 each
0.94 each '
0.10 each
0.40 each

Questiont What is the total value of the stock at the end of the month?

' ANSWER KEY/STOCK TAKING AND RECRODING 1

Description Ending Stock | Cost Value
Coffee, tins 14 P 1,50 | P 21.0C
Tea, boxes 4 10.94 3.76
Sugar, packets 17 0.10 1.70
Biscuits, boxes 30 0.40 12,00
Total P 38.46

The total value of the stock at the end of the morth is P 38.46.
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EXCRCISE/STOCK TAKING AND RECOBDING 2

At the end of the year a chair manufacturer nas the following stock on hand:

10 square wetras of wood,
20 nails,
2 incomplete ckairs. ,

Wood costs P 2.00 per sguare metre, naile cost 10t each and a partially
complered chair is valued at F 5.00 each.

Instructions: Prepare a Stock Record using the above information.

ANSWER KEY/STOCE TAKING AND RECODING 2

Description Guzntity | Cosc | Total Value
Wood, sq. metre - 10 P 2.00 P 20.00
Nails, each 20 0.10 2.00
Chair, incompleta 2 5.00 10.00 .
‘fotal P 32.00

ST8
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Basic Records

THE DEBTORS' RECORD

WHY KEEP A DEBTORS' RECORD?

Does the business owner ever fail to collect money due from credit customers,
either because they have been allowed too much credit, they will not agree how
much they owe or the owner has simply forgotten?

Do credi: customers ever offer to pay their bills but cannot, because the
owner cannot at once tell them how much they owe?

Is the amount of money "lent" to cuatomers in the foxrm of credit uncontrolled
and growing, so that insufficient money is dvailable for buying more stocks?

WHAT IS A DEBTORS' RECORD?

A record of each credit customer's individual transactions, including all
credit purchases and payments, and showing at any time how much the customer

owes.

HOW TO PREPARE A DEBTORS' RECORD

-  When cugtowers buy goods on credit the business is actually lending the
money. This must be recorded in the same way as a bank recalls loans

it makes to its customers.’

- A debtor is someone who owes a debt to the businees. A creditor is

someone who is owed money by the business.

-  There must be a separate DEBTORS' RECORD for each individual credit
customer., This may be a separate sheet in a book, or a separate note

book for each customer.

DR1
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Every transaction must be recorded when it occurg. This may be done in

one of two ways:

(a) The date, a brief description of the goods, the amount and the
resulting balance may be written dowm in the DEBTORS' RECORD at

once.

(b) The customer may Dhe glven a credit sales receipt giving the date,
the description and the amount. A copy is kept in the business,
and these are entered in the DEBTORS' RECORD at least daily.

If there is ény reason to suppose that credit customers may dispute the
amounts they owe, spaca should be allowad in the credit sales receipt,

or the DEBTORS' RECORD page, for the customer to sign or place a mark '
to acknowledge that the entry is correct.

Somz cnatomers may safely be allowed more credit than otheras. A "credit
1imit" should be fixed for each customer, and written on his credit
records. Any credit sole which takes the balance over the limit should
be refused.

Customers may make deposits againat future purchases, 8o that the business

owes them money. These should be entered in the DEBTORS' RECORD, and the
balance will then te an amount owed by the business to the customer.

DR2



DEMONSTRATION EXERCISE

The following transactions took place during January and February in the
account of Mrs. Mochudi:

19 Jan.

20 Jan.
26 Jan.
18 Feb.
23 Feb.

Instructiona:

Opens &n account with the business.
It is agreed that her credit limit will be P 100.00.

Purchased groceries for P 1.50;
Paid P 10.00 on account.
Purchssed groceries for P 15.00.

Paid P 5.30 on account.

Prapare a DEBTOR'S RECORD.

ANSWER KEY/Demonstration Exercise

NAME :

DEBTORS RECORD

Mrs. Mochudi

CREDIT LIMIT:. P 100.00
PAYMENT DATE: End of Month

paid P 1.0 on account.

Date Description ::i:}a A:z‘;':t Ba;z:ce Deposi
P t P t P t P t

19.1 00

20.1 | Groceries . 1150 1150

20.1 Paid on Account 1|00 50

26.1 Paid on Account 10| 00 91} 50

18.2 | Groceries 151 00 51 50

23.2 Paid on Account 5| 50 0| o0
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DEBTORS RECORD

MR CHEDET LIMKT:
ADDRESS 3 PATMENT DATE:
SIGNATURE:
Total Amount | Ealauce
Deposit
Dats Description Sales Paid Dus
P lel P el P e}l P I E

\'06 DR4



CBRCYLIST FOR COMPLETION - DEBTORS' RECORD

Buglc Enowledge
Vet is a debtor?

uhy is 1t necessary to maintein a
DEBTORS' RECOED?

When sbould credit naies ba
racorded?

How ghould credit sales be
recorded?

What information dces ths DEBTORS'
RECORD contain about each credit
sale?

Hou can a tusinsns avoid giving
too much credit?

Why is it necessary to talculate
the balance cutstanding after

ssch transaction?

Igglewmtat:ion
The client should:

Sowmeone vho tuys goods from &
tunineas but hasg mot yet pald for
thems.

To ensure thet dehtora pay what
thay ows, that they are aot given
too much credit amd that the total
of all credit given i properly
contolled.

When they are made.

Elthsr directly in the DENTORS®
RECOXD or in a credit sales receipt
which is entered in the DEETORS'
BECOHD on tha ssme day.

The date, a note of vhut was bought,
the amcunt of woney and the balance
then ocutstanding.

By setting credit limits for cach
debtor.

To ensure that the custower's
credit has not gone over his credit
limit.

To be able to tell the customer how
much he owes without any delsy.

- Prepare a DEBTORS' RECORD for each credit customer.

\Dq’ DR5



Set credit limits for each credit cugtomer.,

Enter all credit transactions &s soon &8 they occur, either direct in
the DEBTORS' RECORD or in e credit aales roceipt book.

Calculate and entor the balence owing by each credit cuatomer aftei
cach credit sale or payment. ‘

\o(\
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1)

2)

3)

4)

5)

6)

Basic Records

DEBTORS' BECORD ~ ADVISER'S GUIDE

_ Ensure that clients realise that a credit sale is exactly the same a8

making a loan. Decisions whether or mot to give credit and the
recording of credit must be undertaken vith the same care as decisions

to lend zoney.

Avoid confusing the client with the term "DEBTORS' RECO:D". She may
think that this refers to her own débta, avd if there in any visk of
misunderstanding it may be better to call 1t "The Record of Moaey
Owed to the Businesa.

' ' .
Nearly all businesses keep scme sort of record of smounts owed to them
by credit custemers if they do allow credit scles. - Flod out how the
client presently vecords debtors. If the present system enables hex
to control esch credit sustomer and to state at anytize how much they
ows, there i3 no need to change ic. '

Many "home made" DEBTORS' RECORDS do not show the balance owing after
each transsction. Try to improve the present a&ur.em so’ that it will
do this, rather than demanding that the client start all over again
with "youx" system. ‘

Clients who cannot write sometimes ask their cuastomera to make their’

ouwn entries in the DESTORS' RECORD, or to prepare credit sale receipts
which are then entered in the DEBTORS' RECORD &t the end of thea day by

a relative or other helper. This is perfectly acceptable.

Clients may object that there is no time to write down the date, the
description, tae amount and to calculate the balance after each credit
sale. If this is the case, they should use credit sale receipts.

The customer should know that he has ome copy and the businesc zetains

one.
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8)

- 9)

1f the client doee use vecelpts, ensure by spot checks that they are
entored in tha DEBTORS' RECORD daily. '

Clionts wao are uot:‘able to calculate the balance quickly and accufateljr
wmzy be advised to use 2 credit nales receipt so that the balance can be
calculated st 1zi~ure after hours. In any case, stress thal. gccuracy
is v:[ta;l. If the b».lum:r.» is too low, the buecinesa vi.ll lose, and if
it ie too high, customers will be aomoyed and may refuae to pay at all.

Clients much as tsilora, shoemakers O others who reguiarly take
deposits as well as selling gooda on credit may waintain separate K
records for deposits,  Show that the csme layout can and should be
used for deposits and for credit sales.

1



1)

2)

3

4)

Basic Records

DEBTORS' RECORD = INSTRUCTOR'S GUIDE

The terminology of Jdebtors and creditors is confusing. Ensure that

trainees understand what each term means, and that they can rephrase or
translate the word so that clients have no difficulty in understanding
what they actually mean. Stress that the objectives should not be to
teach clients what words mean, but to help them manage their businesses

more succesafully.

Ask trainees to suggest their own layouts for DEBICRS' RECORDS, and
describe typical "home made" systems used by local businesses. Streass
that the ideal system is one which a client has successfully designed to
suit himgelf and which he can use to manage his credit sales more
effectively. '

Trainees should realise that credit limits and credit management in
general will be dealt with in detail later in the course. They should
understand what is involved, and help their clients to do the same, 5O
that they understand the reasons for the DEBTORS' RECORD.

Trainees are almost certain to make mistakes in the exercises through
faulty calculations. Stress that addition and subtraction were dealt
with in standard four, but that everyome mazes mistakes if they are
not very careful, Mistakes in calculations of the DEBTORS' RECORD
are probably the moat gerious of all miatakéa. since they inevitably

either lose money or cause serious customer ill-will.



EXERCISE/FELIX'S DEBT

Mra. Pilane knew that she should not allow Felix to owe any more than P 10.
She had kept a regular note of every transaction with Felix aince she firast

allowed him to buy goods on credit at the beginning of the wmonth,
Shiould she allow him to

wanted to buy 50t's work of cigarettes on credit.
do this, or should she demand cash?

She had the following notes:

Inastructions:

1 Jan
3 Jan
6 Jan
7 Jen
8 Jan
10 Jan
11 Jan
15 Jan
16 Jan
18 Jan
19 Jan
21 Jan

22 Jan

(1) Prepare a DEBTOR'S RECORD and determine if she should

Lought goods
Bought goods
Bought goods
Bought goods
Bought goods
Paid P 10.00
Beught goods
Bought goods
Bought goods

Bought geods

on credit fof
cn cfedit for
on credit for
on credif for
on credit for
cash

on credit for
on credit for
on credit for

on cradit for

Paid P 7.00 cash

Bought gocds

Bought goods

give Felix credit.

on credit for

on credit for

P 1.50
sot

P 2.50
P 4.00

P 1.00

P 5.00
P 2.80.
20t

P 2.00

P 6.00

P 1.10

(2) Determine the account balance at 15 January.

Now he

(3) Determine the amount of credit remaining on 22 January.

W
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ANSWER KEY/FELIX'S DEBT

1)

2)

3

DEBTQRS RECORD
. NAME: CREDIT LIMIT: P 10.00°
ADDRESS: PAYMENT DATE: end of month
SIGNATURE:
.Total Amount | Balance Deposit
pate | Description Sales Paid Due
P t P t P t P t
1 Jan | Goods 1]50 1 50
3 Jan | Goods o] 80 21|30
6 Jan | Goods 2|50 4180
7 Jan | Goods 4|00 81|30
8 Jan | Goods 100 9180
10 Jan Paid 10| 00 020
11 Jan | Goods 5| 00 4|80
15 Jan | Goods 2180 7160
16 Jan | Goods 0} 20 7180
18 Jan { Goods 2100 9180
19 Jan Paid 7100 21| 80
21 Jan | Goods 6100 8180
22 Jan { Goods 10 9190

No, she should not allow more credit.

over his credit limit of P 10.00.

P 7.60.

10¢.

An additional 50t would put him

\\‘l/ DR11



EXERCISE/PETER AND HIS CREDIT CUSTOMERS

Peter .tarted his general shop in November, 1981, He soon found that he had
to alljw some of his customers to buy goods on credit if he was to be able to

compete with the other shopa in the market.

Peter kept a special book to write down the names of Chose custcmers who
bought on credit from him, and the value of gobda they bought. He aleo
recorded in the eame book when his credit customers paid hin some woney.
‘This was usually at the end of the month.

On 1lth Fehruary, 1982 John came into Pater's shop in a lhucry. He gaid that
he wanted to pay his outstanding bill at once. He has a job in the city and
might uot he able to come home for many wunths.

Peter app;cci.ated John's honesty, but wicn he looked at kis Gook, he found it
difficult to tell him exactly how much he owed. Peter had carefully recorded
every cre’.t sale and every cash payment made by his credit customers since
the Lus:ness had started. The complete set of entries in the book read as

follows:

2 November  Andrew allowed P 1,80 credit,

3 November Benjamin allowed P 2.60 credit.

11 November Jolm allowad P 1.00 credit.

15 Noevember Chriatopher allowed P 1.30 credit.
20 November David allowed P 2,70 credit. ‘
25 November Edward allowed P 2.20 credit.

28 November Andrev paid P 1.50.

28 November Christopker paid P 1.30.

29 November Benjamin paid P 2.60.

30 November John paid P 1.00.

2 December Edward paid P.1.50

3 December David allowed P 1.30 credit.

4 December Andrew allowed P 1.40 credit,

7 December Christopher allowed P 3.10 ‘credit.
9 December David allowed P 0.50 credit.

\\’b D12



11 December

15 Decenber

Questiona:

1)

2)

3)

20 December
21 December
24 December
26 December
27 December
27 December
29 December
30 December
2 January
8 Jamuary
10 Jamary
15 January
16 January
16 January
18 January
25 January
28 January
29 January
30 January

30 Jannary

1 February
6 Pebruary
9 February
10 February

John allowed P 2,30 credit.
Andrew allowed P 1,20 credit.
Christophor allowed P 2,80 credit.
David allowed P 1.80 credit.
Edward allowved P 0.20 credit.
Benjamin allewed P 1.30 credit.
Andrew paid P 1.00.

Christopher paid P 3.00 credit.
Andrew paid P 1.00.

John paid P 1.50.

Ederard paid P 1.00.

Andrew allowed P 2,20 credit.

. David allowed P 1.70 cradit.

John allowed P 1,10 credit.
Andrew allowed P 6,00 credit.
Christopler allowed P 7.00 credit.
Benjamin allowed P 3,50 credit,
pavid allowed P 2.20 credit.

John paid P 1.00.

Ardrew paid P 1.00.

Benjamin paid P 3.50.

_Christopher paid P 2.0C.

David allowed P 4.00 credit.

Jotn allowed P 1,40 credit.
Andrew allowed P 0.30 credit.
Christopher allowed P 1.70 credit.

How much should John pay to clear his debt?

Does Peter keep his record of credit sales and payments in a useful way?

Prepare the complete record in a different way so that Peter can

immediatcly see how much is owing from each customer.

If you were Peter would you take any action with any of your credit
If so whom, and what actionm?

customers?
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4) . Does the DEDTORS RECORD ol;cm- ths accoun: delance far each credit

customer? ’
. Instructions:

1) List esch customex account oA & ssparatc page.

2) Remember the balancs chaixgna with each transsction., A purchase
{ocreasse the balauce., A payzent roduces the balance.

3) Double check your work., An error in eaaiér 0 £ind now than later.
Mistakes in custowmer accounts can lead to arguments with customers,
bed customer rvelations aud lnst scles.

4)

The information prepared in completing this exercise will be used
in further exercises. :
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ANSWER KEY/PETER AND HIS CREDIT CUSYQMERS

DEBTORS RECORD

NAME: Andrew CREDIT LIMIT:
ADDRESS: P.0. Box 1, PAYMENT DATE:
Tiokweng
SICVATURE :
Total | Amount | Balance
DATE | DESCRIPTION Sales Paid Due Deposit
Plejele|l®le {2}t
2 Nov | Goods 1|80 1%80
8 Nov Payment 50 30
4 Dec | Goods 40 70
15 Dec | Goods 20 21650
27 Dec Payment 00 1;9
2§ Dec Payment - 00 0§ 9%
. 8 Jan | Goods 2120 3j10
16 Jan | Goods 00 9{10
29 Jan Payment 00 8i10
9 Feb | Goods 0130 8] 40
DEBTORS RECORD
NAME ¢ Benjamin CREDIT LIMIT:
ADDRESS:  P/Bag 2, PAYMENT DATE:
Gaborone
SIGNATURE:
Total | Amount | Balance
Deposit
Date | Description Sales Paid Due
P t P t P |t P it
3 Nov | Goods 2160 260
29 Nov Payment: 2160 0}]o0
26 Dec | Goods 30 1] 30
18 Jan | Goods 50 4| 80
30 Jan Payment 3|50 1] 30

\
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DEBTORS RECCRD

NM: Christopher CREDIT LIMIT:
ADDRESS: P.0. Box 3, PAYMENT DATE:
Gabane
SIGNATURE:

.

Total Ampunt | Balance

Date | Description Sales | Pald Due peposit
‘pleyjep|e|l P[]l P}t
15 Nov | Goods 1130 1|30
28 Nov Payment 1130 0; 00
7 Dec | Goods 3|10 ' 3|10
20 Dec | Goods 21|80 5| 9
27 Dec Payment 3]00 2190
16 Jan | Goods 7100 990
30 Jan| , Payment 2|00 7190
10 Feb | Goods 1]70 9] €0
!

DEBTORS RECORD

NAME: David CREDIT LIMIT:
ADDRESS: P.O. Box &, PAYMENT DATE:
Sebele
SIGNATURE:V

Total Amount | Balance

pate | Description Sales Paid Due Deposit

P ! t P t P t P t
20 Nov | Goeds 2|70 2|70
3 Dec | Goods 130 4|00
9 Dec | Goods 0150 4150
21 Dec | Goods 1|80 61|30
10 Jan | Goods 1170 8 |00
25 Jan | Goods 2120 10 { 20
1 Feb | Goods 4 | 00 14 | 20
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DEBTCRS RECORD

NAME: Edward ' CREDIT LIMIT:
ADDRESSt P.O. Box 5, - PAYMENT DATE:
Oodi
’ SIGNATURE:
Total | imount | Balance
Deposit
Date | Description Saleo Paid Due
Pleleplel Pjcej P t
25 Nov | Goods ' 2120 21 20
2 Dec Payment 1{50 My
24 Dec | Goods 0] 20 0} 9%
2 Jan Payaent 1100 0}10
DEBTORS RECORD
NAME : John CREDIT LIMIT:
ADDRESS: P.O. Box 6, PAYMENT DATE:
Mogoditshane
. SIGNATURE:

Total Amount | Balance

Date | Description Sales Paid Due Deposit
P t P t P t P £

11 Nov | Goods 1]00 1|00

30 Nov Payment 1100 0100

11 Dec | Goods 2|30 2130

30 Dec Payment 1|50 0|80

15 Jan | Goods 1]i0 11]90

28 Jan Payment 1100 01} 9%

6 Feb | Gocds 1] 40 2130
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Answer Key/Peter and his Credit Customera (continued)

n
2)

3)

1)

P 2.30.
No. Uge the DEBTORS RECORD format.

Yes. Customer David would be vequested to pake payment to zeduce or
clesr his debt. Be made no payments batween 26 Nevember and 1 February.

Yes. If a DEBTORS RECORD is kept for each sredit customer aad aach
credit zcle entercd whea it happens the buginess person cea quickly and

eanily review each and every account.

DR18
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Bzeic Records

CREDTTOR/LCAN EFCORD

VHY EZCORD CREDITORS AMD LOANS TO THE BUSIHESS?

1g it possible for & supplier who kag sold goods to the business on credit to
demand, acnd be paid, core then he is owed, either becaues of mistakea or dis-
honesty?

Docs the Musiness cver fail to repay ite debts on tiume, and thus incur supply
1114111 ard risk not beiny allowed credit in future?

Can the owner czleulate hov much meney he will heve to pay cut ot variouc

dates in the future, in order te pian for the necessary cash to be availatle
vhen it is needed?

WHAT IS A CREDYT CR LOAN RECORD?

A current record of all wopey owed by the business, to cuppliers or lenders,
recorded on an individual sheet for each sourca of monay.

EOW TO PREPARE A RECORD OF CREDITORS AND LOANS

- Creditors are businesses or individuals to vwhich the business owes monay
because they have sold th2 business goods or services on cradit.

- Loans ares amounts of woney which have been lent to the business by banks,
other financial inatitutions, businesses or individuals, in return for
intercst charges.

- Since leans and amountc owing to creditors are both sums of money owed
by the business tu others they can both be recorded in a similar way,
although on sepsrate sheets and with separate headings.

cLl
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As with debtors, a geparate sheet or book should be maintained for each
creditor or lender. The balance should be calculated after each tramg-
action by the following formula:

0ld Balance + Credit Purchase/Additional Loan =
Any Payment Moede = New Balance.

The "New Balance" thus then becomes the "Old Balance" for the next trang-

action.

Entries of credit purchases should include the date, what was purchaged,
the zmount of money and the resulting balance. Eutries of payment
should include the date, the amount and the rezulting balance.

Moat suppliers offering credit do so on specific "terms", which specify
that goods should be paid for by a particular time. Tha2se terms should
be noted on the top of each credit sheet.

Suppliers usually produce an iovoice for each credit transaction and a
ponthly statement showing how much is due to be paid. The atatement
ahould be checked against the creditor's record befora the amount demanded
is paid.

If customers make deposits, aud never receive any credit, the deposits
ghould be recorded in a creditor's record since the Businegs owes thom
money. The payments are in the form of goods rather then money, buk
should ba entcred as payments, along with a brief description of tha
goods.

Some banks provide a pass-hock to all borrowers, which records all
trap-actions. If the business has a pass~book from its bank, there

ie nc need for a aeparate loan record.

Bank overdrafts are a form of loan which the borrower can draw ou as he
wishes, up to a certain limit. Overdrafts and the interest payable on
them are recorded in the bank account column of the cesh book, and the
bank statement, and nced not be separstely recovded in a loan record.

CL2
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- Other loasns are repaid at regular intervals, by instsllmerts which
include the repayment and the interest. The total amount to be repaid
is more thar the sum borrowsd, - because of the interest charges. If the
bank does not provide the borrower wvith a record of a lean of this type,
the loan record chould be prodhced and should show the emount Borrowed
and the total intorest to be charged over the 1ife of the loan. The
smount and frequency of installmants should ‘be noted at the top of the
sheet. Iustallments should -be recorded as payments as they are made,
and deducted from theé total of the amount borrowed and total interest

to produce a new balance.

DEMONSTRATION EXERCISE (CREDIT)

The following transactions took plzce between Gaborone Wholesalers and a

dresemaker:

13 Dec Purchased goods on credit for P 25 (Iavoice K2250)

20 Dec Purchased gooda on credit for P 10 {(Invoice K2351)
21 Dec Paid on acceunt P 15 (Cheque No. 3R41)
24 Dec Paid on accouvnt 25 (Cheaue Ho. 3868)

Instructionz: Prepave a Crediter Becord for the above transsctioms.

ANSHER mlbmonatration Exercise__(ﬂredit)
CREDITOR RECCRD

NAME : Gaborone Wholesalers ADDRESS:
DATE PAYMENT DUE: end of moanth

Amount Balance

Purchases Deposit

Date Description Paid Owed

4 t P t P t P t
13 Dec | Invoice No. K2250 25100 25| 00
20 Dec | Invoice No. K2391 10] 00 35] 00
21 Dec | Chequa No. 3841 15100 20| 00
24 Dec | Cheque No. 3868 5100 151 00
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DEMDNSTRATION EXERCISE (LOAN)

On lst Januery & Cramsport busicess berrows P 1,100 from the Standard Bauk.
The businens agrees to pay the Standard Bank P 100 per month on the first
of each month until the loam is repaid, What would the Loan Record look
like €or the firat three months?

ANSWER KEY/Demonstration Exercise (Loan)
LOAN RECORD

NAME: Standard Bank ADDRESS:

DATE PATMENT DUE: f£irst of the month

Amount Balﬁnce

Paid Loan Owed Deposit

pate | Description

P t P t P t P t

1 Jan. Loan 1100} 00§ 11c0 | 0O
1 Peb.| Payment | 10000 1000 | 00
1 Mar.| Payment | 100| 00 900 | 00
1 Apr. Payment 100 | 00 00| 0C




CREDITOR/LOAN RECORD

NAME: ADDRESS:
DATE PAYMENT DUE: _____ .
Amount Loan or Balance
Deposit
Data | Dascription Pald Purchases Quad
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CRECKLIST POR COMPLETION - CREDITOR/LOAN RECORDS

Basic Znowledge
What are creditors?

What are loans?

Why should creditors and loans
be recorded?

How should a ﬁutchnae on credit
be recorded?

How is the balance owing to &
creditor calculated?

How can bank loans be recorded?

How should loan repayments be
entered in the loan record?

People or other businessea to whom
the business owes money because it
has bought goods or servicea on
credit from them.

Amounts of money lent to a business
by banks, other businesses or
individuals in return for interest
payneats.

So that the businesa can tell
exactly how much money is due to be
repaid to creditors and lenders, and
when.

The date, the item purchaged, the
amount of money and the resulting
balance should be entered, with a
separate sheet or book for each 4
creditor. '

01d Balauce + New Credit Purchase -
Any Payment = Nev Balance.

In a pass-book provided by the bank.
In the bank statement and cash book
(for overdrafts).

In a special page of the loan

record.

The dute, amount and resultiag
balance still owing should be
written down.
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I_nmlementation
The client should:

- FKeep a separate, current and correct creditors record for each supplier
from whom the business buys goods or services on credit.

— If he has a loan, if it is not an overdraft and is not recorded in a
pass-book prepared by the bank and left with the borrower, maintain a
separate loan record for every lender, showing every transaction and
the amount outstanding at any time.

- Note payment times and due dates on a creditor and loan record sheet.
- Use creditor and loan records to check suppliers requests for money and

to plan to have the necessary amounts of money available to meet bills
. when they £all due.
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2)>

4)

6)

7

Basie Records

CREDITOR/LOAN RECORD — ADVISER'S GUIDE

‘Clients may feel that it Is the teuponsib*lity of their creditors to '

mazntsin recorde of what tbey owe, as they thomselves maintain debtors
records while fow of their customers maintain any record of what they
owe. Stress the importance of checking suppliers demsnds for weney,
and of plauning for woney to be available. A buoiness tuat be moze
methodical in its veecud keeping than an iudividuél.

7f the client 1s elready keeping a debtors record, show him that the
craditore racord is the sezme thing from the point of view uof the
cuatomer. Stress that the formala ia the same 83 that uaed to cal-
culate the balance owing by a debtor to the businees,

Ingure Chat the client appreciacea that whon a cuppliex sells hia gooda

'on credit he is actually receiving an interest free loan frem. that

supplier. This is & valuable source of capital and the credxtnrs
rceord will belp the client *o operate credit accountn in such 2 way
to encrurage craditors to offer further credit wﬁen 1t is nced*d.,

Do not deal with the matérial on loans unless tho client has a loan,
and oaly cover that part which is relavant to the type of loan he hae

recajved.

Ensuye that the cllent sppreciates the similarities and differunce&
batween creditors and loans, and that the heeding en the formn uasd

in the demonstration exercise should be changed accordingly.

If the client receives deposits, emsure that they are entered ei.thex
in the dabtovs record, or, if customers who make deposits are nevar -

iikely te receive credit, in the crediters recerd.

Assist the client to total up all the amounts owing by the buginesg, and.
to astess how much ui’l have to be paid by the end of the following
month. Poink out that the total of credit is a mignificeat and low cost

,soutcé of money, and that by planning repayuent th? client will be able

to avoid dimcouraging creditors from sxtending further facilitiea in the

‘9:1 | cL8
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1)

2)

3)

4)

5)

6)

Basic Records

CREDITOR/LOAN RECORD - INSTRUCTCR'S GUIDE

Engure that traloees appreciate that creditors and lenders are both
1ending woney to the tusiness. They are both sources of finance, ard
this will be a useful intreduction to the later topic of Financial
Hanagement.

Ensure by rTepeatad exercises that all traivees are able quickly and
accurately to use the formule. Stress that thz client mat be sinilarly
€amilier with it. The formla for the cash Look, the debtors record and
che creditor or lean record is really'the saze, and trainees aod clients
should enelise that they are not having to jearn four totally different

formilae.,

hefer back to the debtors record. Ensure that trainees appreciate the
peed tu calculate & new balance after every traasactiom, snd to keep
tha record up to date, whether it ic a sum of money owed to or by the

businens.

Discusa the varicus types of loans valch clients are likely to have, and
the ways in which they are recorded. If pass~bocks are generally used,
head round a sample, sud chow how overdrafts are recorded in the bank
stotement and in the cash book. Obtain typical repaynent schedules for
loans from the bapk, and show how a loan tecord should be pade up for

such a loan, and how each installment should be eatered as it is paid.

Stress that the total of the creditors and the loan records are used in
the final balance sheet, but that they should also be regularly used as
a bagis for planning the use of money in the business, and for ensuring

that worey is available when needed.

Loan intereat calculations have been omitted because payments of interest
and repzyments of the lozn {tself are combined in the regular repayments.
A banker should be invited to explain how repayments are calculated;
trainees must of course emphasise to their clients that loanm repayments

add up to more than the amount borrowed, because of interest.

CL9
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EXERCISE/HOW MUCH DO I OWE MOGALE?

Emeldsh did not want to offend her main supplier. He was one of tha most
import v:~ people in the village. However, she did want to bhe sure that
Mogale wus not agking her to pay more than she ocwed., He hed only started
to sell her goods on credit since the beginning of the month. He now asked
her to pay ber debt of P iCO. Ske had made onme or two small paynents
during the month. She had purchzsed large amounts of gocds, both on credit
and for cash. She nad poted down every transaction since she did not want
to meke any mistakes, particularly in the first month. Ler figures raad as
followa:

1 Mgy Bought supplies on credit for P 30

2 May Bought supplies on credit for 55

4 May Eought supplies for cash 20
6 May Hought supplies on credit for 25
8 May Paid ? 50 on account

9 May Bought supplies on credit for 15
11 May Bought supplies for cash for 10

14 May Paid P 30 on account
16 May PBaid P 25 on account
18 May Bought supplies on cré.dit for 35
20 May  Bought supplies for cash for 5
21 Mey Bought supplies on credit. for 45
21 May Paid P 25 on account

23 May Bought supplies cn credit for 50
- 26 May  Bought supplies for cash for 25
27 May Bought supplies on credit for 20

28 May Paid P 50 on account
Tustructiona: Prepare a CREDITOR/LOAN RECORD from the above informatiom.

g\_xestionz Does Emeldah owe P 100? How much does she owe?
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ANSWER KEY/BOW HUCH DO T GWE MOGALE?

CREDITOR RECOHD

NEME ¢ Mogale ADDRESS:
DATE PAYMENT DUE: Weekly
Date Description A::‘;:t Purchases Ba(;.;::e Deposit
P t P t P t P t
1 May | Supplies 30|00 30| 00
2 May { Supplies 55 | 00 85| 00
6 Hay | Supplies 251 GO 110 00
8 May Payment 50 {00 60 ¢ OO
9 Hay | Supplies 15|00 751 00
14 May Paymant 30}00 45] 00
16 May Payment 25 |00 20{ 00
18 May | Supplies 35100 55| 00
21 May | Supplies 45 | 00 100] 00
21 May Payment 25 |00 751 c0
23 Msy | Supplies 50 | 00 1251 00
27 May | Supplies 20 | 00 145 ] 00
27 Way Payment 50 |00 95| 00

No, Emeldah owes Mogale P 95.00.

[
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Baste Records

PROFIT AND 1L0SS_STATEMENT

WHY HAVE A PROFIT AND LOSS STATEMENT?

If a business loses money it cannot survive. Does the owner know whether

her business is losingz money or not?
Is the owner taking more drawings out of ths busineas than it can afford?

Doeg the owner know whether she can afford to take cn extra staff or inmcur
other new expensea?

Does the owner know how much extra business a new employee or new activity
or servics would have to generate for it to be worth making the change?

WHAT IS A PROFIT AND LOSS STATEMENT?

A calculation of the profit or loss the business has made over a period, that
1s, the sales .income less the cost of vhat was sold and all the expenses of

operation.

HOW TO PREPARE A PROFIT AND L0SS STATEMENT

-~ If a business makes a profit, it can be invested in the business to
{ncrease its scale, or taken out by the owner to reward him for investing
his own money in the first place. Profits are therefore necessary for
the survival and growth of the business, and it is vital to know whether,

and how much, profits are being earned.

- If a business loses money, the loases will "eat away" what has been
invested in the business, and it will eventually cease to exist, It
is vital to know if the business is losing money, so that whatever is

wrong can be corrected.
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=  The PROFIT AND LOSS STATEMENT is made up from three basic pileces of
inforzation, each of whichk is obcaipzd from basic racords which
every busineasa should keep:

Seles = from the Salesc Record

The Cost of Goode Sold (C0GS) - from the Purchise Record and
tbe Stock Taking Record

The Expenses - froa tha Expense Record

-  The profit is calculated using the following formula:
Cales - COGS = Gross Profit

Grose Profit - Dxpences = Net Profit

- Salea should include cash and credit sales. The COGS is nof the same as
the amount that was speat on purchasing new stock duriug the period,
beciise the smount held in stock may have geme up or dova. COGS must be
calculoted using the following form:la:

Starting Stock + Cost of Purchases - Ending Stock = OGS

- PExpenses include wages, rent, transport and all the other items whichk cost
money but are not directly sold to éustomers. There are all recorded in
the cash book and expense record, but there are also twe more cxpengesd
which are pot usually recorded:

(1) Interest on loans. A business should not count lozn repeymentn as
an expense, anymore than the business considered the loan as income
or a sale when it was received, Interest paymenta ere however an
expense, since they are the rent for the use of the money, ond must

e included in expenses.

(2) Assets are things needed by the business which are going to last for
a long period, such as vehicles or shelving or tools. The whole
purchase cost cannot be counted as an expense in the period when an
agset was bought, because it will last for many periods. 1Is is
therefore necessary to work out what proportions of each asset will

q))/
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be "used up" in each period, and to call that proportion of its cost
an expense, which is known as "depreciation”. If a vehicle will
last five years, or sixty months, & sixtieth of its cost will be its
depreciation expense each wonth.

A PROFIT AND LOSS STATEMENT should be produced at least every three
months, and possibly every month. It is necessary to take stock before
producing such a statement.

If the business maken a profit, the owner may decide to take pert of it
out as drawings, in addition to her wages or salary. She should always
lesve some part of the profit in the business, and this is called the
"petained Profits".

If the business is losing money, the owner must pot withdraw eny money
from it, and must decide how to improva matters. This msy be done by
increasing sales, reducing COGS or reducing expenses.



DEMONSTBATION EYERCISE 1

The following information is from the primary records:

Late Record Description
1 Aug Stock Record Beginning Stock
31 Aug Stock Record Ending Stock
1-31 Aug Purcrase and Purchaues

Expense Record

Amount

P 1,100.00
1,200.00
500.00

Instructions: Calculate the Cost of Goods Sold for August.

ANSWER KEY/Demonstration Exercise 1
Using the Cost of Goods Sold (C0GS) formula:
Total Goods
Begg:ins + Purchases = Available - E;:?:ks
For Sale .

1,100 + 500 - 1,600 - 1,200

Cost of
Goods Sold

400

Thus the fost of Goods Sold for the month of August is P 400.00
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DMESI’MTION EXERCISE 2

Prom the records maintained by the client the following information was found:

Sales Kecord Cash Sales for March _ P 350
Credit Ssles for March 20

Sales Returns for March 5

Stock Record Stock Taking at end of Febraary I 200
Stock Taking at end of March 100

Purchese end Purchases P 100
Expense Record Rent 20
Wages 10

Paraffin 3

Depreciation 15

Transport. 40

Intcrest on Bank Loan 5

Drawings 50

Instructions: Prepare a PROFIT AND LOSS STATEMENT for March from the
above information.

135
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AHSWER KE![Demonttration Exercice 2

Sales
Cash Sales
Credic Sales

Less Sales Raturms

Total Sales

Cost of Goods Sold -
Opening Stock
Purchases

Cooda available
£for Sales

Less Closing Stock
Cost of Goods Sold

Gross Profit

Expenses
Rent

Hages

Paraffin
Depreciation
Transport
Interest on Loan

Net Profit

Drawings

Retained Profits

350
20

200
100

o555t

[N )
-J
I w O

300
100

365

200
185

93

72
50

P 22
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PROPIT & LOSS STATEMENT

Cash Szles
Credit Ssles
Leas: Sslss Returns

Net Sales
Beginning Stock
Plus: Purchases

Goods Available for Sales
Less: Edning Stock

Cost of Goods Sold
Croas Profit

Total Expenses

Net Profit
Drawings

Retained Profits
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CHECKLIST FOR COMPLETION - PROFIT AND L0SS STATEMENT

Basic Knowledge
Why must a business make a profit?

What happens if a business
makes a loss?

Hcy do you calculate the C0GS?
What is the gross profit?
What is the net profit?

How does 2 business pay a lender
for the use of his money?

How does the cost of "using up"
durable assets such as vehicles
or tools appear in the PROFIT
AND LOSS STATEMENT?

;gglementation
The business should:

- pecide on the appropriate interval

should be produced.

To earn money for expansion and to
reward the owmer for taking the
risk of starting a business in the
beginning.

The bueiness shrinks and will
eventually cease to exist.

Beginning Stock + New Stock
Purchase = Ending Stock.

The sales less the cost of goods
sold.

The gross profit less all other
expenses.

By paying interest on it.

A depreciation exyense is added to
the expenges. That is that pro-
portion of the estimated 1ife of the

‘asset which is used up during the

period for which a statement is
being produced is applied to its
total cost, and thar fractiom of the

cost is the depreciatiom.

at which PROFIT AND LOSS STATEMENTS
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Calculate the cost of goods sold correctly.
salculate the depreciation cost for each asset.
Include depreciation and intereat charges in the expenses.

Produce a regular, accurate and timely PROFIT AND LOSS STATEMENT at the
selected intervals. ' :
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2)

3)

4)

5)

Bacie Recoxds

PROFIT AND LOSS STATEMENT — ADVISER'S GUIDE

Clieats may have been reluctant te learn about and prepare,dome of

the 2arlier basic recofda, beccucze the henefit of having them vas not
obvious. Every clieat wants to kuow how much profit ebs bas heen
mokirg, however. It is vitsl that clients chould realise thac the
other basic records are essential i order to bring togethex tha iplor+

metlon for finding cut how much profit (or loss) they ave making.

Show the client how the esrlier forms and records contribute to the

FROPIT AND LOSS . STATEMENT:

~ Sales Record for Sales.

- Purchase & Fxpease Record amd Stock Teking & Re-ordering for
Cost of Guods Sold (CNGS).

-~  Purchase & Expense Record for Ezpenses.

- Purchase & Expense Record for Ausets for vhich dnprecia;1on has
been calculated.

~  Loan Record for Loang from which the interest cust be tokan as

an expense.

The formula for COGS is basically the same as that for the cash book,

deﬁ;ors record end so on, It is vital that cliente should be able tc

use it. Ensure by repeated exercises that they are fawiliar with it.

Discuca depreciation at scme length, in order to be gure that the
client underatands why the total cost of the asset is noi charged to
the period when it happeas to be bought, but why some proportion of
its cost must be charged. Help the client to estimate the life and

thus the depreciation charge for each of his assets.

1f the clieat has a loan and is paying interest on it, show her how the
interest is calculated and explain clearly why this is an eLpﬂnse vhile
the actual repayment is not. Clierts who rent land or buildings may
find it eaey to understand that interest is the "rent" for the use of
money. When someone gives back a piece of land or a building 2fter
renting it they do not congider rhat thay have lost it, but the rental

\L{D PL1O
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7)

8)

9)

Show the client that the grosa profit is a good way of checking price
levels znd costing. A retailer should try to maintain and increase
bis gross profit by one or 2 combination of the followmg methods:

-~ - Reducin the cost of goode perchaged.

~ Reducing waatage of gooda in stock.

- Increasing prices. '

- Sall"lnga, more goods at the same cr leps profit each but achiaving

a greater grosas profit ia total.

Attempt to introduce setie excikement into the fimal caleulation of the
profit (or loss) amd try te allow the client to mske the fimel cal-
culation herself. Enswre that it :LB correct, end immedictely £0
discues ways in which the profit can be mpravcu, oY che 1om e.»mixmé.rh:i.-

Moot clients will £ind it essier and gulcker to rmluce enpenses such 28

- drawinge. Thiz i3 probably the firat srea which should Le examined for

impravement.

It may be that the businees ig loping woney @O badly thst the ewner
cannot aven earn 8 wsge from it, aad it ip mevaly eariag sway swhatever
uoney wag originaliy»iwested in it. If the clienr i fn this
gituation, and it 1a pot elec= how it can be Improved, it miy [
appropriste to rec.omm-ud that ahe witbdrew her mepey fron ghe tugiavns
by selling off the stock and closing it. vhis is ot saleone advice,
but it is better than allowing the client to continue ané to lose all

her monay.

Congratulate tire client if her business o found to b wsking yood
profita, but do not enccurage ber to be comploisamt. Good profits cun
always be improved, and aven a very profitsble business cen “go bad" 3
something happens to imjure it. Discuas ways in which the profit can
be further increaged, end agk ithe clisny to suggest things that might .
happen to damage the business, such 2o the appeuitance of a naw
ompetitor, prolongsd drought or rasw material shortage. Discuss things
vhich the business might do mow to prevent problems frem arising if such

a thing happens.

| M
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1)

2)

3

4)

5)

Basie Recorde

PROPIT AND LOSS STATEMERT - INSTRUCTOR'S GUIDE

This znd the balancz sheet topic ghould be uzad not only to teach
trainees ebout th2 PROFIT AND LOS3 STATEMENT and the balence sheet but
alzo to review £ll the baaic records. Trainees should bz completely
fzmilier with 211 the definitions and fortulae which have been intreduced

up to this stupe. Refer back to each topic when necessary.

Iu order to istroduce the PROFIT ARD LOSS STATE!ENT without the added
complication of the COTS caleulation, it way be simpler to start by
deccribing how te caleulat. the profit of a business which does mot
actuzlly sell any goods but providens 2 service auéln ag tyansport.
Depreciation can 2120 he aveided, at thiz stage, by asguming that the
transporter rents his vehicle. Niscuasion of vent can thea lead to
{nterest charges which can be easily understood aas ths rental churge

for waey.

Once the principle of the PROFIT ARD 1,085 STATEMINT Las boen established
introduce the COGS formuis, and euwsure by tepeated practice that trainees
con uodaratand acd use this correctly, and that they urderstand way stock
taking iw vecessary before COGE can be caleulated, It msy be useful to
introduce the simple role play where one ¢rainee pleys the psrt of 2

clieat whp capnot upderstend the formula sond the other, playing the part

of an Adviser, muat devise ways of explaining it move aiwply,

Ask traineces themselves to eatimate the 1ife and the annual, quarterly
or moathly depreciation charge for typical assets. Stress that thia
ig oot a cush expeuse, since the money was spent when the asaet was

purchased in the first place. It ia necessary to cherge depreciation
ao thut the buzineas does not under estimate its expenses aud fail to

reserve money to replace agsets when necessarye
Skow by simple examples how relatively small increases in salea, of

reductions in COGS or expenses, can make a dramatic difference to
profits.  Stress that the Adviger's job is not to teach clients to
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keep records, but to.help them make more profits. The PROFIT AND LoSS
STATEMENT ie the wost important buginess record since it ¢nables clients
to make a significsnt impact on thelr business.

6) Some traivees may have the idea that profite ave sonme sort of
exploitation of customers. Show that competitive husinesaes protect
customers from exploitation and that profita are necessary to pay for
the expaneion of businesses and to encourage people to start new ones.
1f there were no profits, there would be no businesses.

EXERCISE/COST OF GDODS SCLD

Calculate the missing amcunts (?) using the Cont of Goods Scld formula:

A _B_ €& _p»_ E L
Beginning Stock 100 1,200 7 . 5,000 0
Purchnzea ' 50 1,000 100 1000 ? 500
Total Goods Available for Sale T ? ? ? ? ?
Ending Stock 100 1,500 50 ? 120 350
Cost of Goods Sold ? ? 70 4,300 go 7

ANSHER KEY/COST OF GOODS SOLD

A B8 ¢ D E E
Beginning Stock ' 100 - 1,200 20 5,000 100 0
Purchases so 1,000 100 100 100 500
Total Goods Available for Sale 150 2,200 120 5,100 200 500
Ending Stock 100 1,500 50 800 120 350

Cost of Goods Sold 50 700 70 4,300 80 150
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EXERCISE/LESEGO'S COSMETICS

YHow have you been getting on? Have you made a good profit?" asked B.J.
when Lesego came home one day.  She had been running her shwp in towm for

a year.

Lesego got out a mmber of papers vhere she had written down various things
which she thought were important for her business. She had noted the
following facts:

(1) She had opened her business on 1st January.
(2) Stke had atarted with P 300 worth of stock.

(3) After paying P 300 for the atock she had set aside P 250 in cash for
the shep.

(4) S5he had paid P 75 & month renmt, or P 900 for the year.

(5) She hed paid herself a salary of P 150 & month; she hkad not taken

out any other money.

(6) During the year she had bought goods from wholesazlers for a total
coat of P 3,600. ’

(7) She had received a total of P 6,500 from cuatowers.

(8) She now had P 200 worth of goods in stock in the shop and there vaa
P 450 in the cash box.

Lesego thought that her business had been quite successful but when B.J. asked
if a profit had been made she did not know what to s8a7y.

Instructions: Prepare a PROFIT AND LOSS STATEMENT for the business for the
year. Show how wmuch mwoney was received from customers.
Show how much money was spent on goods and on other expenses.

Show how much profit or loss was wade,

Questionsa: (1) Uas the business a success during its first year?

(2) Should Lesego take money from the business in addition
to monthly salary of P 150%

o e



ANSVER KEY/LESEGO'S COSMETICS

PROFIT & LOSS STATEMENT
LESZGO'S COSMETICS
1 January - 31 December

Sales .

Beginning Stock ' P 300
Purchases 3,600
Total Goods Availzble 3,900
Less: Ending Stoclk 200

Coat of Goods

Gross Profit
Rent 900
Salary 1,800

Net Profit

Net Profit
~Drawing

Retained Profit

(1) Was the business a succesa the first year?

Yes, the business made a profit.

(2) Should Lesego take out money from the business?

P 6,500

No, there is not enough profit. She might consider taking out less.

The business can grow with additional capital.
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Basic Records

THE BALANCE SHEET

WHY HAVE A BALANCE SHEET?

Does the owner of thwe business know how much it is worth?

Poss the owner went to mow whether his own jnvestment in the busineas is
worth more or less than it was when Le put it into the business?

Are there sources of money which Lae tusiness is not using at the mcment?

If the owner wanted to sell the buaineas or to admit a paztner, would he
have say idea what to charge for all or part of the husiness?

WHAT IS A BALANCE SHEET?

A ptatement of the financial condition of the eaterprise at a particular
moment, showing where the money bas come from and how it is being used.

HOW TO PREPARE. A BALANCE SHEET

~ The Profit and Loss Statemsnt shows how the buginess hus performed over
2 period. The BALANCE SHEET gives a financial picture of the business

at one point of time.

- The BALANCE SHEET tells the cwmer of the bugineas how the money in the

businesa is being used, and where that money came from.

~ The uses of the money, that is, the things the business owns, are called

the asgets.

-~ The sources of the money, that is where the roney came from, are called

the _]'._i_abilities .
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The sources of money are uguzaily listed on the left-hand aide o. the
sheet and the uses on the right-hand side. Becauae both lista refer
to the total amount of money in the business, they must be the same or
“"palance”. That is why the whole statcment is called a BALANCE SHEET.

A BALANCE SHEET umust alvays start with the name of the cnterprise and
the date since it shows the condition of the enterprise at one time.
The following series of statements shows ow the BALAFCE SHEET
illustrates the changing financial condition of a business.

a) January lst: John starts the business by patting P 1,000 of his
money into a bank account for it.

JOEN'S BUSINESS BALANCE SHEET 1.1.82

Liabiliries Agsets

Capital P 1,000 Back Balance P 1,00Q

Total P 1,000 Total P 1,000
ORI SR

t) January 2nd: The bank lends a further P 1,000 to the businesa
which is put into the bank account.

- JOHN'S BUSINESS BALANCE SHTET 2.1.82

Liabilities ~ Assets

Capital P 1,000 Bank Balance P 2,000
Bank Loan 1,000

Total P 2,000 Total - P 2,000

et ———
pb————

¢) Jamnuary 3rd: John buys P 1,200 of goods to sell and P 600 of

equipaent.
JOHN'S BUSINESS RALANCE SHEET 3.1.82

Liabilities Assets
Capital P 1,000 Bank Balance P 200
Bank Loan 1,000 Equipment 600
Stocks 1,200
Total P 2,000 Total P 2,000
SFENTIEE RGN

\ \\I\ BS2


http:urial.ly

d) Jancary 4th: Jobn takes P 100 out of the bank account as cash for
day to day transactions.

JOHN'S BUSINESS BALANCE SHEET 4.1.82

Lisbilities Agsets

Capital P 1,000 Cash P 100

Bank Loan 1,000 Bank Balance 160
Equipment 600
Stocks 1,260

Total P 2,000 Total P 2,000

e) January 5th: Jolm buys a further P 200 work of stocks from a
gupplier on credit.

JOHN'S BUSINESS BALANCE STEET 5.1.82

Lisbilities Ansets
Capital ? 1,000 Cash P 100
Bank Loan 1,000 Bank Balance 109
Creditors 200 Equipment 6"
Stocks 1,400
Total . P 2,200 Total P 2,200
—u— e

£f) January 6th: John sells P 400 worth of stock for P 600, 300 worth
for cash and 300 on credit.

JONH'S BUSINESS BALANCE SHEET 6.1.82

Lisbilities Assets .
Capital P 1,000 Cagh _ P 400
Bank Loan 1,000 Debtors 300
Creditors _ 200 Bank Balance 100
Retained Profit 200 Equipment 600
Stocks 1,000
Total P 2,400 Total . P 2,400
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g) January 7th: John pays wages of P 30 and witbdraws P 60 for hia
own use. He also calculates that the business hes "uged up" P 10

worth of the value of the equipment.

JOHN'S BUSINESS BALANCE SHEET 7.1.8Z

Liabilities

Capital P 1,060
Bank Loan 1,000
Creditors 200
Retained Profits 100
Total P Z,300

p————

Asgets

Cash P 310
Debtors 300
Bank Ba" - .ce 100
Equipment 5%0
S$tocks 1,000
Total P 2,300

e m—.
T —— —

Cash, the Bank Balance, Dabtors and Stocks can fairly eanily be turmed
into ready money. They are therefore called Current Assets.

Buildings and equipment cannot usually be turned into money without

affecting the business. They are therefore calied Fixed Assets.

Creditors, and the bank if moncy is leat on overdraft; can denmand their

money back at short notice. ‘These are therefore called Curzent

Liabilities.

The figures for most of thea assets and 1iabilities can be obtained from

the basic records as below:

Item
Cash

Bank Balance
Debtor
Stock

Equipﬁent if purchased since
records were kept

Buildings
Crediters

Loans

Document

Cash Book

Second columm uf Cash Book
Debtors Record

Stock Recerd

Purchase arnd Expense Record

Purchase snd Expense Record
Creditors Record
Loan Record



1f equipment and buildings purchased before records were kept, or were
originally "given" to the busineas by the owner when he started or later,
their value must be estimated for including in the BALANCE SHEET.

- Capital ia the total value of money, stocks, equipment or buildings
"given" to the business when it was started or since by the owmners.

- PRetained profit is the total profit which has not been withdrawn from
' the business by the owmers.

- The following formula can be usged to celculate the value of the capital
and/or the retained profit if they are not othenrhe kaown:

Capital and Retained Profits = Asgets - Ot:her Liabilities

Retained Profits = Assets - Capital - Other Liabilities

DEMONSTRATION EXERCISE 1

A new transport business recently bought a bus for P 7,500 on 1st July.
The owner used P 2,500 from his savings and F 5,000 from a bank loam to
purchase the vehicle.

Instructions: Prepare a BALANCE SHEET.

ANSWER KEY/Demonstration Exercise 1

BALANCE SHEFT
on 1 July 19..

Liabilities Assets
Owmers Cepital P 2,500 Vehicle P 7,500
Bank Loan 5,000
Total P 7,500 Total P 7,500

A E ]
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DEMONSTRATION EXERCISE 2

At the end of the year a shopkeeper writes down everything he owns and owes
and comes up with the following list: '

Owns Owves
Cash P 250 Loan from Bank - P 3,000
Bank Accouat 300 Owed to Suppliers -~ 300
Stock 1,00¢
Vehicle Value 800

Building Value 4,000

He had originally iovested P 2,000 in the businesa and has re-invested a“*
portion of the profits every year since the businees has operated.

Instructions: Prepsre a BALANCE SHEET for the ahopkeepér based on the
above information. '

ANSWER KEY/Demonstration Ezercise 2

BALANCE SHEET
on 31 December 19..

Liabilities Assets

Owner Capital P 2,000 Building P 4,000
Retained Profit 1,050% Vehicle 800
Loan 3,000 Stock 1,000
Suppliers 300 Bank 300 °
Cash 250

Total P 6,350 Total P 6,350
AP AR

#The retained profits amount ie calculated from the available figures., Total
aseets will equal total liabilities and capital. Therefore to find the
emount of retained profits we subtract total known liabilities from the total

asgets.

0!
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CHPCKLIST FOR CONFLEZTION - BALANCE SHEET

Basic Enowledge
wWhat is a PALANCE SHEET?

What are "Liabilities"?
What are “Agaeta"?

What are “Curreant Liabilities"?

What is “Capital™?

What are "Cuzrent Assets"?
" Why does a BALANCE SHEET balance?

How can you find out the total of
your retained profits since the
business started? .

A statement of the financial

condition of an enterprise at one
point in time, showing where the
woney in csme from, and hov it is

- being used.

The sources of the monmey in a
tusiness.

The ways money is used in a

buainess.

Creditors and short term loans,
which may be recalled at short
notice.

The money or value of buildings,
evquipment or stock put into a
business by its owmer, either at
the begimning or since, irccluding
the retained profit that the owner

has not withdrawm.

Caeh, money in the benk, debtors
and stocks, which can usually be

~ turned into morey fairly quickly.

Because both sides are giving
different information gbout the
game sum of money.

By subtracting the other
1iabilities and the capital from -
the total of all assets.



I_xgglementation
The client should:

~ Collect from the basic records the information necessary for the
preparation of a BALANCE SHEET.

~ Prepare 3 BALANCE SHEET at least every three months.

- Calculaté the total of retained profits if the assets, capital nnd
other liabilities are knowm.
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1)

2)

3)

4)

5)

Baaic Records

THE BALANCE SEEET - ADVISOR'S GUIDE

Clients may regard the BALANCE SHEET as a mysterious document which

bankers use for appraising loan applications but which is far toc
complicated for anyone else to understand., Most clients can-understand
that a profit and loss statement shows whst a busineas has ucﬁieved over
a period. Explain that a BALANCE SHEET is a "atill picture” eci the |
business at a particular point of time and che profit ard loas ztatement

ia a Ymoving picture".

Laymen are often confused by the terminology of DALANCE SHEETS and in

‘particular by the voxd "1jabilities". They canuot understand why the .

business is lisble or owes the capitai or retained profits. Stress that
the word means no more than "sources of money". They never need use the

word "1liabilities" if tuey find it easier not to.

Most busineae people, even in large businesses, believe that accountants
are the only people who can prepare a BALANCE SHEET. Show by using
simple excmples drewn from the client's own figures that i;‘is.not
difficult to prepore a useful BALANCE SHEET, providing that the basic
records have been correctly kept.

Help the client to'prepsre & BALANCE SHEET as soon as the necegsary basic
records have been prepared. Ask the client to prepare a further BALANCE
SHEET one month or more later, amd retura to check this. - Go over the
changes between the two BALANCE SHEETS. These will clearly show what

has happened to the busineas duriag the intervening period.

If the BALANCE SHEET shows a reasonable accumulation of retzined. profits
over the life of the business, congratulate the cumer and show hov her
original investment has grown because of her skillful munagement and

gelf~restraint in not withdrawing all the profite.



1)

2)

3)

%)

5)

Baste Recorde

THE BALANCE SEEET - INSTRUCTOR'S GUIDE

Profagaional accountants and others with specialised accouating training
treat the BALANCE SHEET as the final objective of any accounting system.
Show trainees that it is mot difficult to prepare 2 BALANCE SHERT, and
that a fairly unsophisticated client can use it to help him underatand

his business.

Clients who have gome knowledge of eccounting may pride themselves on
their femilierity with the terminology. Classroom definitions often
conceal igaorance. Ask trainess to treaslate the terms into the local
vernacular, and to explain them to somebody with no knewledge of ‘
accounting whatsoever. This may illustrate that they themoeives are

not really sure what the words mean,

Inctesd of the exanple of John's Business given in the meterizl, it may
be better to ack trainees in turn to suggest posoible tranzacticns and
to suggest how the BALANCE SHEET ghould reflect them. These should
include transactions which illustrate every aspect of the BALANCE SHEET,
and ensure by repeatsd examples that every trainees underatands how the
trangactions are recorded on the BALANCE SHEET.

Strees throughout that the necessary information comes from the basic
records, aad thsot mistakes in erichmetic, eicher in the basic records,
in adding them up oz in the entries into the BALANCE SEEET can make it
impcssible to produce a correct PALANCE SHEEY. This will cause them,
and their clients, to waste a great deal of time searching for the
reason why the BALANCE SHEET does not balance.

Ctow how the change from one BALANCE SHEET to another can be described by
« profit and loss statement for the intervering period. Demonstrate how
the two statements ore related, and stress that a BALANCE SHEET and profit
and loss statement together make up the complete picture of an enterprise

which is known as the "final accounts'.

|65
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EXERCISE/BALANCE SERET 1

A butehery was starced vith a loan of P 15,000 i.’rom- the Nationsl Development
fank. With the money the cwmer luilt a ‘buiiding for P 7,500 purchased stock
for ¥ 1,250, a refrigerator for P 715G, 'furnimm‘and tixtures for P 500, and
a vehicle for P 3,000.. The remaining money was deposited in a current

acconitlo

Waat doen the TALAMCE SHEET of the busivsea look like after the sbove
purchages have been mede? ‘ :

AHSUER BEY/BALANCY SHEET 1

rtminivoenfin i iAot velaa=tomeemiet St e
BALANCE SHEET

Ol es cvaconsscn 190-

Liabilities Angete’

Loon 2 15,000 Building P 7,500
Retained Preofits -0 Vehicle 3,000
Furniture & Pixtures = 500

Refrigerator ' . 750

_Stock 1,250

_Cash 2,000

Total P 15,000 Total P 15,000
T E ]

BS11
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EXERCISE/BALANCE SHEET 2

A client wants to prepare & BALANCE SEEET for the business as of the ead of
the year. ¥e has prepared & 1ist of everything he owne and oveg, and has
come up with the following: :

Bank Loan P 2,000
Cash Box 53
Creditors - 300
Stock 1,500
 Premises 1,000
Bank Account . 100
b;;neo‘ym ztrwented 2,000
Vehicle 3,000
Debtors (total) 300
Instructions: . Prepare a BALANCE SHEET for the above client. Note that

no record of retained profits has been kept - the amount
zust be calculated.

BS12



AUSHER KET/RALANCE SHEET 2

Is order to p'.:épAre a BALANCE SHEET for this client, we first need to know
¢he amount of total re—invested profits of the business. Thia can be
caleulated by use of the equation assets = liabilities.

BALANCE SHERT

O oo covessoss 194

" Lisbilities ' Assets

Money Invested by Owser P 2,000 Premises P 1,000
Retained Profits ? Yehicle 3,000
Bank Loan 2.090 Stock : 1,500
Creditors 300 Debtors 300
’ ' Bank Account 100

Cash 53

Total - P 5,953 Total P 5,953
sana— : n——m—

The retained profit can be calculated based on the fact that:
Agsets = Liabilities = P 5,953

The. total known liabilities is P 4,300 (2,000 + 2,000 + 300). Therefore,
the retained profit is: '
: P 5,953

4,300

—

P 1,653

BS13



EXERCISE/LESEGO'S COSMETICS

"How have you been getting on? Have you made a good profit?” asked B.J.
vhen Lesego came homa one day. She had been running her business in town

for a year.

Lesego had a number oﬁ papers where she had written down various things which
she thought were important for the business. She had noted tha following

facts:
(1)

(2)

3)

(4)

G)

She had opened hsr buaineas on lat January.
She had started ber businesa with P 300 worth of stock.

After paying P 300 for the stock, she had set agide P 250 in cash
for the shop. '

At the end of the year she had P 200 worth of goods inlstdck in
the shop and there was P 450 in the cash box. - '

The profit of P 100 was retained in the business.

Inatructions: (1) Prepare a BALANCE SHEET for Lesego when she started a

year ago, showing where she got the money from and how
it was used.

(2) Prepare a BALANCE SHEET for the business at the end of
they year.

BSL4



ANSHER KEY/LESEGO'S COSHETICS

1) ' BALANCE SHEET
on 1 January 19..

Liabilities Aaaefq_ '
Cspital P 530 Stock P 250
Cash 300
Total P 550 Total P 550
) BALANCE SHEET

on 31 December 19.. -

A Liabilities Asgets

Capital--- - P 550 Stock P 450
Retained Profits 100 Cash 200
Total P 650  Total P 650

BS15
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1)

2)

3)

4)

Baaic Records

TOTAL SYSTEM - ADVISER'S GUIDZ

1f your client has correctly learnt how to prepare each of the basic
records, and has prepared a profit and loss statement and a balance sheet
from. the information they contain, he will alresdy realise that each
record is a necessary part of the whole system. In this case, remnind
the client of the way in which each individual record can be uged, on its
vwn, as well as being a part of the vhole aystem.

it is a major achievement for any client to have woxkrd threugh esch
record successiully and tnay may feel that their task is now complete.
Stress that chey must continue to keep each recoxd, snd to dvaw together
all the information every monthk, or however often they decide to prepaie
final sccounts. By comparing one set of accounts with another they will
be able to mcke the best use of their figurea.

It is poszible that the client is successfully preparing some of the.
records but has forgotten how to prepare others. - Ask him to suggest
possible figures whkich you can use to complete the accounts.  When the
client sees how ugeful the complete accounts dre, he will be encauraged
to prepare all the data necessary for completing them,

If the client has only completed onme or two or nome of the necessary
basic records, it is still possible to agk him for estimates of the
necegsary data and to produce a set of final accounts from these guesses.
Stress to the client that the reaultiAg accounts are not reliable, but
they will show him what a ueeful financisl picture of the business he can
produce, if he prepares the necessary bagic records. Thia exercise may
be what is needed to encourage the client to make the necessary efifort to
prepare the basic records. Streas nevertheless that each record is

valuable on its own.

Clients who are unfamiliar with Eigures may have made mistajces in
calculations, or in transferring figures from one record to another.
Allow time to go through the individual calculations carefully. Explain
any mistakes to the client, and show how neat clearly laid out workings,

T81
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with piem:y of epace, cen kelp to avoid simple mistakes. Avoid dis-
courtging clients who have made a largc number of errore. Persuade them
to continue and m.ke fraquent and regular visits to assiet their efforts.

_\\tﬂ" oTs2



1)

2)

3)

4)

5)

Bastie Records

TOTAL SYSTEM - INSTRUCTOR'S GUIDE

This geries of exercines is designed to raview each of the basic records,

‘ and to demonstrate how they make up the complete system., Allow two

deys for the complete topic, and design furthey exercises if necessary
in order to coufirm trainees' understanding.

gtart vith the oral quiz, which should remind trainees of the recorda
they have learnt about and reveal areas of uncertainty. The questions

-

are deliberately open ended, without specific right or wrcng anewers in
most cases, in order to encourage discussion and complete uanderstanding

of the systct.

Traipees should then complete the written quiz. Thia tests their
kaowledge of how the complete systen £its together, Go through the
answers, discussing and correcting any mistakes. If necessary, design
a further quiz to confirm that trainees have learnt from any mistekes
they made in the first one.

The four following exercises will take several hours each to complete.
You should divide the trainees into small groups of Hetween two and four
people, in order to encourage exchange of ideas.snd practice im
explaining the records to those wio do not understand. Groups ehould
prepare neat properly laid out pages for the respective records, just
as they would expect a client to do. If large sheets of paper or over-
head transparencies are available, they may use these to present and

explain their answers to the rest of the group.

Trainees should ccmplete and discuse Day One of the first exercise

before completing Days Two and Three. Show how the large number of
individual entries build up to the complete answer, and stress the inter-
relationships which are revealed by the need to make two entries for

items such as:
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6)

Transaction Entries

R Cash Out in Expense in Purchage
Wages Paid Cash Book AND and Expense Record

Owner Purchasges | Creditors Purchase in Purchase

on Credit Record AND and Expense Becord
Owner Withdrawe | Cash Out in AND Dravings in Purchase
Money Cash Book and Expense Record

Exercise Two includes the profit end loss gtateient and balance shest,
drawing on gimilar informstion as in the previous exercise. Ask
trainees to present their results in svall groups ac before. They may
well have made mistakes; go through each entry, checking the arithmstic
and the principal, before going on to the next. Show how the individual
records produce information which is built into the fimal accounts, 30
that the complete system can be used both to contrcl and record iandi-

. vidual transactions and to summarige the condition of the businecs as

a basis for monagement decigions.

Stress that when one transaction is entered in two records, auy arith-
metical errors will prevent the £inal accounts from balancing and will
be difficul. to find., Distinguish betueen the nature and purpose of

the initial entries and the final accounts, as follows:

. Final Information
Dasic Record Recoxd Purpose Accosats Record
CASH SALE CASH SALE
Cash Book Cash Control — _Caah Balance | Balance Sheet
Total Sales | Profit and
Sales Record Monthly Sales — | gor Period Loss Statement
CREDIT PURCHASE CREDIT PURCHASE
Purchase and . Cost of. Profit and
Expense Record Monitor Purchases Goods Sold Loss Statement
Creditors . .
Record Manage Credit - | Creditors Balance Sheet
TS4
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8)

9)

Ask trainees to present their answers to Exercise Three one day at a
tize. Discuss sny differences, and correct any mistakes, before
proceeding to the next day. Stress that the exercise demonstrates how
a business changes from one day to the next, and how the accounts reflect

each situatiou.

Exercige Four summarises everything that has been learnt so far.

Trainees will have to remember how to use the formulae for the debtors
and ereditors records, and will then have to go through the complete
procedure for praparing the records and then producing ike final accounts

from them.

Allow trainee groups plenty of time to complete the exercise. Stress
the need for careful srithmetic. Ask each group to present their cash
record for each month in turn. Discuss and correct any mistakes, and
after completing the cash record follow the same procedure with each

balance sheet and profit and loss statement.

Stress that trainees must be able not only to complete such exercises
correctly but also to teach their cliente to do the same tagk in their
businesses. Ask each trainee in turn to suggest an actual business
with vhich he is familiar, and them to design a demonstration exercise
which he might use in order to demonstrate the principal of- the total
record system to a clieat. Remind trainees that they must pot do the
work for their clients. They must do what is more difficult but more
valuable, that is, to evable their clients “o prepare and complete their

own record systems.

TS5
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ORAL QUZZ/DEVIEW OF BASIC RECORDS

1)
(2)
)
(4)
)
(6)
Q)
(®
&)
(0)
1)
Q12)
(13)
14)
(15)
(16)
a7
(18)

What is a Cash Book? Why is it importantf mmt does it tell ua?
Can a Cash Book help uﬁ with cash control?

which side of the Cash Book records cash in?

What is the format of the Cash Book?

What is a Current Account?

¥hat is a Ssvings Account?

How do you open a Curzent or Savings Account?

How do yoqutite a cheque?

How do you deposit money in an account?

What is a Bank Reconciliation?

Why prepare a Bank Reconciliation?

Why are there differences between Bank Statement and Cash Book balances?
What is a Sales Kecord?

Why is a Sales Record important?

Where is sales information obtained?

What is a Purchase and Expense Record?

Why is the Purchase and Expense Record important?

What is the format of the Purchage and Expense Record?

TS6
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WRITTEN QUIZ/REVIEW OF BASIC RECORDS

In vhich record or records would the following transactions be entered?

Q)
(2)
Q)
%)
)
(6)
m
(8)
9
(10)
(11)
(12)
as)
(14)
@s)
(16)
an
@a8)
(19)

Received cash from debtor as payment on his account,

Cash purchase of stock for resale. -

Customer buys on credit.

Pay rent (cash).

Cash cheque for working capital.

Deposit money from cash box to current account.

Buy vehicle for businass with cash.
Buy vehicle for businea'n on credit, -
Receive cash from debtor.

Pay cash to creditor.

Pay cheque to creditor.

Pay transport charges in casn.

Give owmer cash from cash hox.

Give sister of owmer gweeta,
Customer buys gools on credit.
Customer buys goods for cash.

Pay w:ages in ash.

Customer returns previously bought goods.

Customer returns previously bought geoda.

Refund made in cash.

Refund make as credit. .

157
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ANSWER. KEY/WATTTEN QUIZ/REVIEW OF BASIC RECORDS

)
(2)
@)
(4)
5)
(6)
(N
@
)
(10)
(11)
Qaz)
13)
(14)

@as)
(16)
an
(18)
19)

Cash Book and Debtors Record.

Cash Book and Purchase & Expense Record.

Sales Record and Debtors Record.

Cash Book and Purchase & Expense Record.

Cash Book (cash column) and Cash Book (bank column);
Cash Book (cash column) and Cash Book (bank column).
Cagzh Book and Purchase & Expenge Record (assets édlumn).
Creditor Record and Purchase & Expensc Recoxrd (asaets column),
Cash Book and Debtora Record.

Cash Book £nd Creditors Record.

Cagh Book (bank columm) and Creditora Reccrd.

Cash Book and Purchase & Expense Record.

Cash Book and Purchase & Expense Record (drawings) .

Note value and summarise in drawings columm of Purchase & Exﬁenue
Record.

Salea Record and Debtorz Record.

Cash Book and Sales Record.

Cagh Book and Purchase & Expense Record.
Cash Book and Sales Record.

Debtors Record and Sales Record.

TS8
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EXTACIZE/THE TOTAL SYSTEM 1

‘Day 1%

Mca. Sejoe gives her shop acsis

tant the cash box contalning P 50,00 in the

morning. The sssistant returns the cash box after the shop hes closed vith
P 83.00 ard the followiug receipts:

1) Pgid wages

2) Paid runt

3) Purchssed paraffin for use in lemps of shop
4) Purchesed atock for recale (cash)

5) Gave nephsw of owner menzy for school fecs
6) Custoxer Tludi beught goods on credit

7) Customer Kokorwe paid cash op account.

8) Cuatcuer Molaim bought goudis on credit.

9) Customer Golo paid cash on account
10) Goods purchased oa credit from Geborone Wholesalexs
Day 2t

Mro. Sejoe gives her

P 5.30
10.70
2.20
25.%0
5.30
5.50
12.00
2.30
10.00
50.00

shop asaistant the cask dox containiag P 83.00 in the

morning. The assistant raturne. it aftezr the shop has closed with P 125.00
and the following receipts:

1)
2)
3)
4)
5)
6)
7
8)

Assistant paid cash on account to Gaborone Yholesalers
Purchased stock for resale (for cash)

Customar Tladi bought goods on credit

Customer Kokorwe bought goods on credit

Customer Molaka bcught goods on credit

Cash purcuase of goods for regale

Transport espenses pai?

Purchased bicycle as delivery vehicle on eredit from Caltex

P 20.00
106.00
3.30
12.70
5.75
2.20
22.50
100.50

89
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Day 3: , ,
Mra. Sejoe gives her shop agsistant the cash box containing P 125.00 in the
morning. The asaistaunt returns it after the shop has closed with P 212.50
and the following receipts:

1) Casusl labour P 10.00
2) Maintenance cxpense 12.00
3) Purchased suecets jard for shop (for cash) 6.50
4) Office supplies expense , 2.50
5) Customer Tladi peid on account - 5,00
6) Customer Kokorwe bought goods on credit 12.50 -
7)  Customer Molaka bought goods on credit 8.75
8) Assistant purchased goods on credit from Gaborone Wholesalers 17.75
Inatruciions: Prepare a daily Cash Book, Purchase & Expense Record, Sales

Record, Debtors Reccrds and Creditors Records from the
information provided. Assume all debtors and creditors
are new accounts with a P 50,00 1limit.

7510
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ANSWER KEY/THE TOTAL SYSTEM 1

\'\\

CASH BOOK

MONEY INTO CASH BOX MONEY CUT OF CASH BOX
DATE LETAILS P t DATE DETAILS P t
Day 1| Beginning Balance 50 00 || Day 1| Wages 5 30
Debtor Receipt 12 % Rent 10 70
Debtor Receipt 10 00 Paraffin 2 20
Stock Purchaacs 25 50
Drawings . 5 30
Balance 83 00
132 00 132 00
Day 2 | Beginning Balance 83 00 Déy 2| Creditor Pagyment| 20 00
: "] Cash Sales 186 70 Stock Purchases | 100 00
Stock Puzrchases 2 2
Transport 22 50
. Balance 125 00
269 70 269 70
Day 3 | Begluning Balemce | 125 00 Day 3 | Labour 10 00
Debtor Recelpt 5 00 Maintenance 12 00
Cagh Sales 113 50 Jars 50
Office Supplies 50
Balance 212 50
243 50 243 50
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PURCHASE AND EXPENSE RECORD

DESCRIPTION

TOTAL

DATE AMOUNT PURCH. RENT WAGES | MISC. DRAW. | TRANS. | MAINT. OFFICE | ASSETS
Day 1 |Cash Book 49.00 | 25.50| 10.70] s.30| 2.20] 3.30
Creditor Recoxrd | 50.00 | 50.00
Day 2 |Cash Book 124.70 | 102.20 22.50
Creditor Record | 100.50 100.50
Day 3 |Cash Book | 31.00 10.00 " 12.00| 2.50| 6.50
Creditor Record | 17.75| 17.75




SALES RECORD

CASH | CREDIT
DATE | gpres | SALES
pay 1 | 60.00| 5.50

|pay 2 |186.70} 3.30

12.70
5.75
pay 3 | 113.50| 12.50
8.75

7§13



DEBTORS RICORDS

NAME: - Tladi CREDIT LIMIT: P 50
P.0. Box No. 6, Mochudi,
TOTAL | AMGUNT
BALANCE | DEPOSIT
pATE | DESCRIPTION | FUECH. | FPAID
P t P t P t t
Day 1| Purchaces 5150 5| 50
Day 2 | Purchases 3130 8180
Day 3 Payment 5|00 3{80
NAME: Kokorwe CREDIT LIMIT: P 50
P.0. Box 25, Molepolole.
TOTAL | AMOUNT i
BALANCE | DEPOSIT
DATE | DEScRrprion | FURCE. | PAID |-
P t P t P t t
Day 1 Payment 121 00 12| 00
Day 2 | Puzchases ‘12170 0l70
Day 3 | Purchases 12| 50 13| 20
NAME: Molaka CREDIT LIMIT: P 590
P.0. Dox 100, Mahalapye.
TOTAL | AMOUNT
BALANCE | DEPOSIT
DATE | pEScmprron | FUBCH. | EADD
P t P t] P t t
Day 1 | Purchases 2130 2|30
Day 2 | Purchases 5175 8105
Day 3 | Purchases 8|75 16 | 80
NAME: Golo CREDIT LIMIT: P 50
P.0. Box 75, Maun
TOTAL AMOUNT
BALANCE | DEPOSIT
paTE | pEscaiprio | FURCE. | PAID ).
P t P t P t t
Day 1 Payment 10| 00 10| 00




CREDITOR/HOAN BECORD

DATE PAYMENT DUE:
LIMIT:

NAME: Gaborone Wolesalera
ADDRESS:

' . AMOUNT | LOAN OR | BALANCE
DATE | DESCRIPTION PAID | PURCTASES OWED DEPOSIT
Day 1| Purchasss 50.00 50.00
Day 2 Payment | 2).00 30.0Q0
Day 3 | Purchases 17.75 47.75

CREDITOR/bGAN RECORD

DATE. PAYMENT IWE:
LIMIT:

NAME: Caltex
ADDRESS ¢

AMDURT | LOAN OR | BALANCE
mm DESCRIPTICN | “pryny | pyRCHASES | OWED DEPOSIT

100.50

Day 1 | Purchases 19%.50 -

1515
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EXERCYSE/THE TOTAL SYSTEM 2

A bhuginessman borrows P 1.000 and uses P 1,000 from his se.vingu to start a
buginess. With the P 2,000 he purchases stock for P 750 and shulving for
P 1,0600. He puts the remaining money in the cash box and opens the shop
for business. '

During his first ronth of operation he has cash calea of P Z00, purchases
stock for P 100, incure expencgeg of P 30, and draws P 10 from the business
for personal use. '

His stock et the end of the mouth is P 700.
Propare & Balance Sheot showing the business on the first day, & Profit and

Loss Statement for the month, and a Dalance Sheet at tke end of the first
wmonth of operation. A Cash Rook would be ‘helpful to organise the information.



Aﬁsm KEY/TBE TOTAL SYSTEM 2

CASH BOOK

MONEY INTO CASH BOX MONEY OUT OF CASH BOX
DATE DETAILS P t DATE DETAILS P t
Start of | Loan Pzroceeds 1,000 | 00 || Staxrt of | Stock Purchases 750 | o0
Business | Savings 1,000 | 00 || Business | Shelves 1,000} 00
Balance 250 | 00
2,000 | 00 2,000 ] 00
Month 1 Beginning Balance 250 { 00 || Month 1 | Purchases 100 | 00
Cash Sales 200 | 00 Expenses 30| 00
Balance 310} 00
450 | 00 . 4501 00
TS17
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ANSWER KEY/THE TOTAL SYSTEM 2

OPENING BALANCE SHEET:

Liabilities P ‘ Asieta P

Loan 1,000 Cash 250

OCwmer's Capital 1,000 Stock 750
‘ Shelves 1,000

Total P 2,000 Total P 2,000

PIRST MONTH'S PROFIL AND LOSS STATEMEWT:

Siles o 200
Beginning Stock ' 750
Purchasges 100

Goods Available for Sale 850

Ending Stock 700
Cost of Goods Sold 150
Gross Profit 50
Expenses 30
Net Profit ' 2
Druwings 10
Reinvested Profit P 10
: _—
BALANCE SHEET AT END OF FIRST MONTH:
Liabilities P " Assets P
Loan 1,000 Cash 310
Owner's Capital 1,000 Stock 700
Reinvested Profit 10 Shelves 1,000
Total P 2,010 Total P 2,010
R R
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EXERCISE/THE TOTAL SYSTEM 3

1)

2)

3)

4)

An investor decides to open a small restaurant in Gabane. He takes
P 2,000 from his savings and borrows P 5,000 from the National Develop-
ment Bank and opens his businces on lst March. '

-  What would his Cash Book and Balanl:e Sheet look like on 1lst March?

During the first week he buys a shop for P 4,000, adda P 1,000 in shelves
and P 1,500 in stock.

~ What does his Cash Book and Balance Sheét: 1look like on 7th March?

During the first month of operation the following transcations occurred:

Cash Saies P 500
Cas, Expenses . 50
Cagh Drawings 20
Purchases 400

The level of stock for the end of the month is P 1,500,

-~ What does the Cash Book, Profit & Loss Statement and Balance Sheet
look like on 31st March?

During the second month of operation the following transactions occurred:

Cash Sales P 500
Credit Sales 50
Cash Expenses 50
Cash Drawings 20
Purchaces 500

The level of stock for the end of the month is P 1,600.

-  What does the Cash Book, Profit & Loss Statement and Balance Sheet
look like on 30th April?

T519
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S) During the third month of operation the following transactione occurred:

Cash Sales P 600
Credit Sales 50
Collections from Debtors 40
Cash Expenses 60
Cash Drawings 30
Purchases 400
J.oan Repayment ’ 500

The level of stock at the end of the month is P 1,500.

«~  What does the Cash Book, Profit & Loes Statement and Balance Sheet
lock "like on 3lst Mary?

Instructions:

Prepare the records and final accouats called for above.

TS20
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ANSWER KEY/THE TOTAL SYSTEW 3

1) CASH BOOK - 1ST MARCH

Peginning Balance P 0

From Savings 2,000
Loan Proceeds 5,000
P 7,000

[ )

BALANCE SHEET — 1ST MARCH

Liabilities P Asgets
Loen 5,000 Cash 7,000
Owner Capital 2,000
Total P 7,000 Total P 7,000
Prrorne = anas
2) : _ CASH BOOK - 7TH MARCH
Beginning Balance p 7,000 Shop Purchase P 4,000
Shelves 1,000
Stock 1,500
Ending Balance 500
P 7,000 P 7,000
-~ )

'BALANCE SHEET - 7TH MARCH

Ending Balance P 7,000

———

? 7,000

Liabilities P Asgets
Loan 5,000 Cash 500
Owner Capital 2,000 Stock 1,500
Shelves 1,000
Shop 4,000
Total P 7,000 Total P 7,000
g - IEERTETNE



3)

CASH DBGOK -

Beginning Balance P 500
Cash Sales ' 500

P 1,000

MARCH
Expenses P 50
Drawings 20
Purchages 400
Ending Ralance 530
P 1,000

PROFIT & 10SS STATEMENT -~ MARCH

Sales
Beginning Stock
Purchascs

Ending Stock
Cost of Sales

Gross Profit
Expenses

Net Profit
Drawings

Reinveoted Proiit

4 P

500
1,500
400
1,%00
1,500

400

100

50

50

20

P 30 .

BALANCE SHEET - 31ST MARCE

Liahilities P
Loan 5,000
Owner Capital 2.200
Reinvested Profit 30
Total P 7,030
B RSP

Asgets P
Cash 530
Stock 1,500
Shelves 1,000
Shop 4,000
Total P 7,030
RS
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CASH 300F. = APRIL

m-innlng Balaace P 530 Expeneas ' P 50

Cach Bales 500 Drevings 20
Puzckases 500

Eading Balance 460

P 1,030 ¥ 1,030

L] DA

PROEZT & 1083 TEMENT - APRIL

b4 )
Ceph Ssles 500
Credit Sualaes 50
a—
Total Sszlea 550
Bealunizg Stock 1,500
Purckanss 50
Total Goods 2,000
Boding Btock 1,600
Cont of Goods Sould 400
Groas Profit 150
Expenses 50
Net Profit B v
Drawings ™
Reinvested Profit P 80
]
BALANCE SEEKT ~ 30T3 AFRIL
tiabilities P Asscts ?
Loan 5,000 Cazh 860
Owner Capital 2,000 Stock - 1,600
Reinvested Profit 110 Shelves 1,000
Shop 4,000
LT 50
Total ? 7,110 Totel - P 7,110
- SNLTRAERS



CASH BOOK — MAY

Beglnring Balance P 460 Expenses - P 60

Casn Salas 600 Dravings 30
Debtor's Receipta 40 Purchases 400
Loan Payment 500

Ending Balance 110

P 1,100 P 1,100

PROFIT AND LOSS STATAMENT - MAY

A P P
Cash Sales 600
Credit Sales 50
.Total Salea 650
Beginning Stock 1,600
Purchases 400
Total Goods 2,000
Ending Stock © 1,500
Cost of Good_a Sold : 500
Gross Profit 150
Expenses 60
Net Profit ' ' ' %
Drawings 30
Reinveated Profit P 60

BALANCE SHEET - 3164 MAY

Liabilities P Asgets P

Loan 4,500 Cash . 110
Owner Capital 2,000 Stock - 1,500
Reinvested Profit 170 Debtors 60
Sheives 1,000

. Shop 4,000

Total ' P 6,670 Total P 6,670



EXERCISE/THE TOTAL SYSTEM 4

A bottle store is started with a loan of P 15,000 from the National Develop-
mept Bank. With the money the owner built a building for P 7,500, purchased
stock of P 1,250, bought a refrigerator for P 750 and a behicle for P 3,000.

The remaining money was put into the cash box.

The following information was contained in basic records maincained by the

busliness: 4 ,

Month 1 Month 2 Month 3
Cash, Beginning Balance P 2,500
Cash, Ending Balance ‘ .
Cash Sales 1,000 P 1,500 P 1,600
Credit Sales 200 250 400
Purchases on Credit 0 50 100
Purchases for Cash 750 1,950 1,300
Transport Expenscs 40 50 75
Miscellaneous Expenses 6 . 8 20
Wages 50 45 55
Insurance s 7 10
Owner's Drawings 25 25 50
Office Supplies ‘ 12 15 10
Stock, Begirning of Month 1,250 1,000 1,500
Stock, End of Month 1,000 1,500 1,400
Debtzra' Records, total 200 350 600
Dehtors' Puyments (] 100 150
Creditors' Records, total o 50 150
Payments to Creditors 0 o] 0.
Instructions: (1) Prepare a monthly Cash Book based on the above inform—

mation in order to determine the cash balances for

Month 2 and Month 3.

.(2) Prepare a Profit and Loss Statement for each month.

(3) Prepare a Balance Sheet for each month.

. there has been no depreciation.

Assume that

TS25
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ANSWER KEY/THE TOTAL SYSTEM &4

CASH RECORD

MONEY INTO CASH BOX MONEY OUT OF CASH BOX
DATE DETAILS P t || DatE DETAILS Pt
Month 1 | Beginning Balance | 2,500 00 || Morxch 1 | Purchases 750 1 00
Cash Sales 1,000 | GO Transport 40 | 00
Miscellaneous 6}00
Wages 50100
Insurance 5100
Drawings 25| 00
Office Supplies 12| 00
Balance 2,612 | 00
3,500 3,500 | 00
Month 2 | Beginning Balance | 2,612 | 00 Honth 2 | Purchaaes 1,950 | 00
Cash Sales 1,500 { 00 Transport 50100
Debtors' Receipts 100 | 00 Miscollaneous 8|00
Wage: 45100
Insurance 7100
Drawings 25100
Office Supplies 15| 00
Balance 2,112 | 00
4,212 | 00 4,212 { 00
Month 3 | Beginning Balance| 2,112 | 00 Month 3 | Purchases 1,300 | 00
Cash Sales 1,600 | 00 Trangport 75| 00
Debtors' Receipts 150 | 00 Miscellaneous 20.| 00
Wages 55| 00
Insurance - 10} 00
Drawings 50 | 00
Office Supplies 10|00
Balance 2,342 00
3,862 | 00 3,862 | 00

1526
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PROV'IT AND LOSS STATEMENT — MONTH 1

Cash Sales
Credit Sales

Total Sales
Beginning Stock
Purchases

Goods Available for Sale
Ending Stock

Cost of Goods 8old

Gross Profit

Expanses:
Transport
Miscellaneous
Wages
Insurance
Office Supplies

Total Expenses

Net Profit
Drawings

Reinvested Profit

BALANCE SHEET - MONTH 1

‘Liabilities P.
Loan 15,000
‘Reinvested Prof it 62
Total P 15,062
L3

P P
1,000
200
1,200
1,250
750
2,000
1,000
‘ 1,000
200
40
6
S0
5
12
113
87
25
P 62
Assets P
. Cash 2,612
Debtors 200
Stocks 1,000
- Refrigerator 750
Vehicle 3,000
Building 7,500
Total P 15,062
ORI

TS27
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PROPIT AND LOSS STATEMENT - MONTH 2

Cash Sales
Credit Sales

Total Sales
Beginning Stock
.Puzrchases

Goods Available for Sale
Ending Stock

Cogt of Goods Sold

Groes Profit

Expenses:
Transport
Miscellaneous
Wages
Insurance
0ffice Supplies

Total Expenses

Ret Profit
Drawings

kaﬁuveated Profit

BALANCE SHEPT - MONTH 2

iiabiliciea P
Creditors 50
Loan 15,000
Reinvested Profit 162
e
Total P 15,212
.

P P
1,500
250
1,750
1,000
2,000
3,000
1,500
- 1,500
250
- 50
8
45
7
15
- 125
125
25
P 100
. R
Assets P
Cash 2,112
Debtors 350
Stocks 1,500
Refrigerator 750
Vehicle 3,000
Building 7,500
Total P 15,212
SNSRI



PROPIT AND LOSS STATEMENT - MONTH 3

Cash Sales
tredit Sales

Total Sales
Beginning Stock
Purchases

Goods Ayailablc for Sale

Ending Stock
Cost of Goods Sold

Gross Profic

Expenses:
Transport
Miscellaneous
Wages
Insurance
0ffice Supplies

Total Expenszes

Net Profit
Drawings

Reinveated Profit

BALANCE SHFET —- WONTH 3

Lisbilities P

Creditors 150
Loan . 15,000

Reinvested Profit 442

|

Total P 15,592

P P
1,600
400
2,000
1,585
1,400
2,90
1,400
1,500
500
75
20
55
10
10
170
330
‘50
P 280
s
Assgets P
Cash 2,342
Debtors 600
Stock 1,400
Refrigerator 750
Vehicle ' 3,000
Building 7,500
Total P 15,592
TR
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Buaineas Skills/Marketing
SHOP LAYOUT

WY BE CULNCERNED WLTH TE’B LAYOUT OF THE SHOP?

Is the owner waét:ing the money spent on his building by leaving lafge areas
of unused gpace? '

Is the business losing money becsuse small and valuable items a-e not pro-
tected from theft?

Are customers shopping in other shops because of the slovmess and incon=
venience of baving to get every item from a sales asgistant?

WHAT IS SHOP LaYOUT?

SHOP LAYOUT ‘iu the interior design or _floorplan of the buainess.

HOW DO WE PLAN A GOOD SHOP LAYOUT?

~ The type of goods cold will most often determine. how best to gell them.
~ This in turn will determine how best to plan or layout the business.

-  The size of the business premises and the area available for sales will
help determine the most appropriate layout.

- 'Most grocery items can best be gold by letting the customers help

themselves (self-gervice).

-~  In businesses such as butcheries the requirement that a sales agsistant
prepare each order for the customr will determine the lsyout.

" SL1
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Small, delicate and valuable iteme such as watches should be kept in
display counters and shown to the customer by a sales assistant.

Some.gooda such as clothing and hardware are best sold by combining
aelf-agrvice with a shop assistant available to help the customers.

Careful attention to SHOP LAYOUT will ensure that the shop is correctly
planned for the type of goods being sold and that money available for
construction, alteration and purchase of shelves and counters is well

spent.

In both wholesale and retail businesses there are three main typea of
SHOP LAYQUT:
I : Counter Shop
II Self-Service Shop
III : Combination .Shop

I : The Counter Shop

The counter shop has all goods:

- displayed in counters and on shelves behind counters;
- where they can only be reached by the 3ales asgistant;
- vhere customers do mot have access to them.

Positive Points Negative Points
(1) Minimises theft by custcumers. . (1) Slow sales.
(2) Less handling damage. (2) Fewer impulse sales.
(3) Easy to maintain display. (3) Less display space.

(4) Poor uge of floorapace.
(5) Many sales staff required.

II : The Self-Service Sliajz

 The Self-Service SHOP LAYOUT has goods displayed on shelves and counters
in a manner that allows the customers access to the goods so that they

can select goods for themselves.

SL2
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(68}
(2)
)
1C)
)

IIX

Positive Points

Increased sales.

Efficient use of floor space.
Increased display area.
Faster saleg, more turncver.
Fewer sales staff required.

: The Combination Shop

)
(2

3

O)

Negative Points

Iucreased customer theft.

Morn damage to goods from
handling.

Shelf displays require
constant attention.

Morn complex to manage.

The combination shop uses both the ccuuter and the gelf-gervice

approaches.

Combination shops sell a variety of goods.

The mannerAin which each is sold is determined by the nature of the

goods themselves.

SL3
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DEMONSTRATION EXERCISE/SHOP LAYOUT

The following drnvinss show the floor plans of three typical shopa.

Counter
-]
8
a/ B\
(]
3
Shelves Shelves
-]
g
Q
&
]
JaL_..__.-,
Counter
@
Shelves ]
g
Q
&
m.
AN | -

Instructions:

Indicate which SHOP LAYOUT shows a counter store, which a

/

combination store and which is a self-service store.

Show where the cash register would go in each ¢.

Le.

\a®
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ANSWER KEY/Demonstration Exercise

1)

2)

3)

-
CASE
COUNTER vy
J |
SHELVES SHELVES

Counter Store

The cash register
is located at a
central point.
Counter stores
with many
departments may
have two or more
places to pay.

Self-Service

The cash register
is located near
the entrance/exit.

Combination Store

COUNTER s
SHELVES
CASK
K | 6. ’

The combination
store may have
several places
where the customer
can pay. In
large stores each
department may
have a separate
cash register.
Combination stores
usually have a
cash register by
the entrance/exit
for the self-
service customers.

SL5
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CHECKLIST FOR COMPLETION — SEOP LAYOUT

Basic Rnowledge
What is a SHOP LAYOUT?

What are the three basic types
of SEOF LAYOUT?

What is the main difference
bvetween Self-Service and Counter
Shopa?

What is the major factor that
determines the SPOP LAYOUT?

Can a business use both Self-
Service and the Couater?

Which type of SHOP LAYOUT makes
best use of available space?

Why do we want to make use of
all available space?

Should all shops be Self-Service?

How do we contrcl theft in a,
Self-Service Shop?

The SHOP LAYOUT is the design or
floorplan of the businees.

Counter, Self-Sexrvice and
Combination.

In Self-Sexvics Shopa the cuséomer
can help himself to goods. Ina
Counter Shop he muat be served by

.a snles assietant,

The type of gooda.to be sold.

Yes, many businesaes that sell a
variety of goods uge both methods.
This is kmown as a Combination Shop.

. The Self-Sexvice SHOP LAYCUT. '

Meking benc'use of space means we
can display the maximum amount of
goods to our customers in the
smallest suitable space. This
will both increase sales and keep

construction costs down.

Not necessarily. Businesses where
the customer must be served such as
butcheries or ones that sell small,
valuable or delicate goods such as

radios or cameras should use the

counter layout.

The cash register is located by the
entrance., The customer must pay
for all goods as he leaves the shop.
Combination shops also use this

method.
SL6
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Imnlemehcntiﬂn
‘the client should:

-~  Know which type of SHOP LAYOUT he should use in his businesa.

- Explain vhy different types of goods are sold using different methods
of SHOP LAYOUT.

- Ezplain how he could change the layout of his .shop to improve service
to the customer, reduce theft and make best use of available space.

SL?
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1)

2)

3)

4)

5)

6)

N

' Business Skillo/Markating

SHOP LAYOUT - ADVISOR'S GUIDE

'l.'his topic is cleu:lv of the gteatent importance to reéaileh. -300&

workshop . layout is also important for manufacturers or service businesses,
as customers also visit these premues from tims to time. - The place

" where customers come to must be laid out in such a way as to make it easy

for thom to pu!.‘"hale from the client's business.

Ask ‘the client to imsgine hereself to be a customer. Is the shop laid

_out in the most convenient way for her to find what ske wants and to buy

ic as qui.ckly as pouible?

Agk the client to unagim herself co be a thief, Is t.hc uhop 1laid out
in such a way as to make it difficult to steal t:hinsl, pnrticularly swall
high value items, but without making it unattractive to customers at the
same time? Can the owmer see all the places where a thief mght: steal
something from the cagh register or cash drawex where she uomlly e:.tn?

Describe the three types of SHOP LAYOUT. Ask the cn‘ent tu ‘suggest
which she is using and why. Discuss other abopl lellins sin:llar goods
but using differcuc isyouts, and the reasons why ‘the clicut s existing

- 1gyout may o¥ may not be ideal for her goods and her custalen.

Identify under-used areas and places vhich are consearcd. Discuss
simple changes which might make it easier for goods to be displayad and

for customers to move around the shop.

Remember that the number of customers and the nature of the average
purchass is as important in determining on the SHOP LAYOUT as the nature
of the goods. Self-gervice may be appropriate for a grocery shop in an
urben mail with large numbers of wealthy customers, but wsuld be quite
unsuitable for a ahop seliing the same goods in a remote rural area.

1f the client agrees that changas are necessary in the layout, stress
that it is often possible to make {mportant improvemonts by simply moving

4
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" Businese Skilla/Marketing

one or two shelves, or putting up & si.mple‘partition. A new layout does
not mesn complate reconstruction.

"If the client s business is expanding, show how an inproved layout can
‘cnlble her to deal with mcre customers in the same opuce. Stress that

apart from saving money on new buildmgs. a wall laid out and well

. arranged mll shop is zore ettractive ‘than a lexger enpty buildins.‘

o
e
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2)

3)

4)

5)

6)

Bustiness Skille/Marketing

SHOP LAYOUT - INSTRUCTOR'S GUIDE

Ask trainecs to imagine that they are opening a new retail grocery shop.

They should suggeat what sort of goods are likely to be stocked, and what
ghelving and other equipment is needed, and should then suggest how this

should be laid out. Repeat the exercise for a shop selling radios,

cameras and watches.

Sore trainees will suggest a eelf—aafvice layout, othurs a counter shop
anl cthers possibly & combination. Describe the thre: different types
snd draw up a list of the types of goods which are best gold in each of
the three typea of shop.

Discuso local shops which are known to traineee, and which do and do not
confornm to the list you have drawn up. Discuss whether they are urong.
Digcuss whether the type snd number of customers means that self-service,
for ipstance, is not appropriate for & grocery in certaia places.

praw ¢ typical shop fleor plan on the floor of the clasgycon in chalk,
and use desk and chairs to represent ghelves and other equipment in a
typical badly laid ou: shop. Ask trainmees to act as customers, and
after attempting to walk through the shop to suggest improvements.

Stress that these tsed not involve major or expensive reconstruction.

itk trainees to draw a plea of their proposals for improvement of the
jayout pressnted on the floor of the classroom, and ensure that they

understand the plens used in the exercise.
Visit a number of shope in the neighbourhood of the classroum. Ask

trainess to maske notes ae to their views of the layout, and %o discuss

possible improvements on their return to the classroom.

SL10
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EXERCISE./SHOP_LAYOUT

Mr. Moloi is an investor who has built a Mini-Mall in a new housing area of

Gaborope. His Mini-Mall has four shops which ha has equipped with counters

and shelves. He has four businesses who have agreed to rent shops in the

Mini-Mall. The four businesses are:
(1) A Dry Cleaner (3) Camera and Radio Shop

(2) Grocery (4) Chemist

Instructions

Look at the drawing below of the Mini-Mall. Indicate which shop Mr. Moloi

should allocate to which business and explain why.

1)

[MoLors
Mini- ARl

w o e

1

Counter

Storagt

!

° 8 HE B
: >
2 2 i BE
© o ] o
£ £ £l 1e
(h‘ ? (72 I [¥7] [7,]

Cou.iter

3)

L4
LS: alves

E Shelves l
4) @‘Y

Ccunter

sL1l
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ANSWER KEY/SHOP LAYOUT

MOLOI'S
M- fall

W

ébﬁp

1)

-

3

4)

Dry Cleaner

Small ghop, customer area
jimited to that necessary
to leave goods. Service
only. Large storage ares
o keep goods while
waiting the custoser's
return,

Chemist

gelf-service area for low
value items, Counter for
items to be dispensed such
as medicine. Cash
register by door.

Grocery

Self-gervice to allow
customer to select goods.
Adequate room and shelves
to display many items and
buiky items such as
potatoes.

Camera and Radio Shop
Counter shop. All goods
gold are delicate, small
and high value. Small
shop only xequired.

]

Counter
Storage

(]

k3

;r 1 Shelvee
elves
Shelves

Shelves |

Counter

Shelves

Counter

r.______.,

20l
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Businass Skills/Marketing

STOCK DISPLAY AND STURAGE

WHY WORRY ABOUT THE DISPLAY AND STORAGE OF STOCK?

Should some items of stock be placed near the cash register and others dis-
played in more distant arcas of the shop?

How does the business berefit by placing similar types of stock together?

Is there any stock that has been spoiled, damaged or stolen and how is this
affecting the profits of the busineas?

WHAT IS STOCK DISPLAY? _ WHAT IS STORAGE?

STOCK DISPLAY is the method uaed to show goods to cuatomers in a manner that
will increase sales while protecting the goods from demage or theft.

STORAGE refers to the methods sused to keep stock so that it is secure, clean

and easy to count and control.

HOW TO DISPLAY STOCK

A good display is: easily aeen by the customer,
easily counted by the business person during stocktaking,
sturdy and not easily knocked over,
eaaily cleaned, dusted and arravged,
neat, attractive,

gecure from theft.

A shop may use:
- Special fixtures such as ghelves, racks and display counters.
- Cards, arrows and signs to jndicate prices and call attention to ltems.

Dispaly windows to attract customers.

s
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HOW TO STORE STOCK

An efficiently uned storarocd for stock:

is ncat and clean,

facilicates the taking of atock,

ansures security,

reducas logs by spoilage,

makes best use of availablo space by vairg
- wall chelves
- racke
- ptanding shelvea.

Types of Stock

- Tmpulse Itewms: Itema bought on irsulpe. The cuotomer usually doas
pot iook for taese ltems but decides to buy them when
he soes them, These itens are usually of low velus.
vypically they are displayed by the cash vegister.
They include puch ieome as matchen, swaets, goocks

and puoll toys.

'~ Convenicnce Goods: Goode that cuatoravs buy often sueh ae nilk, sugar,
rice, flour and othar pgrocery itens. They should
be easy to get at, prominenely displayed zud grouped
togethkor with similar jrems. Theoe 2re the things

people buy wmont oftem.

-~ Shopping Goods: These are durable goods usuzlly of higher value than
convenicoce goods such as pots end pans, shoes,
clothing and tools. They czn be placed in lesa
frequented aress of the ghop becanze the customes

in expecting to secel them out.

Rigid definitions and classificationn cennot be wade, as the nature of the
atock will change with the type of shop and the type of custoner.

For example small housgewmre items (cuch as kitchen kmives. tin openers,
ete.) may be impulge stock in & hardusre shop and shopping goods in a emall

general shop.

sD2
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Logical Grouping

Srocks of the same type shruld be placed togather. Por example tea and
coffee might be displayed together with tinned milk and sugar. Matches
wmight be displayed together with tobacen.

Logicsl grouping makes shopping esaler for the cuatomer and jncreases sales
by reminding customers of iteas they need and creating impulae seles.

DRMONSTRATION RYERCISE

The Msnoger of a gmall general goods shop in Gabane has juot purchased the
following goods for resale in her s!mp:' 10 pairs of shoes,
24 boxes of sweets,

5 cases of rice.

What type of stock is each of the gooda? Where should they be placed in
the shop?

ANSWER ERY/Demonatration Exercise

The ghoes are ghopping goods. A special trip is usually made to the shop
in order to purchase thea. They need not be prominently displayed as
custemers will taoke the time to look end ask for them.

The sweets are impulse items and therefore should be placed within easy view

pear entrances, exits and checkout registera.

The rice is a convenience good, that is, one that is purchased regularly.
Rice should be placed where it is convenient to the customars in the main

selling space of the sbop.

SD3
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CFECKLIST FOR COMPLETION

STOCK DISPLAY AND STORAGE

Basic Enowledge

Why is it important how stock is
displayed?

What are the three types of stock?

r

Does it matter how stock is grouped
‘when it is displayed?

Why is STORAGE important?

Will correctly stored stock make
stock~taking easier?

Do you need equipment and fixtures
to display and store stock correctly?

A good STOCK DISPLAY will increage
sales and reduce losses caused by
damage or theit. -

Shopping Goods.
Convenience Goods.
Impulse Itema.

Stocks should be grouped together
This makes
it casier for the= customer as weli

with slmilar goods.

as increasing impulne sales.

If stock is wot eczrectly stored

it will often be stolen or damage?.

A well degigned and equipped store=

roow means many things caa be stored

efficientiy in a small area.

Properly stored stock is easy
to count. This will help ensure
that goods are not out of satock

Yes.

leading to disappointad customers
axd lost sales. Properly stored
stock makes it easier to take stock
accurately and means records and
final accounts will be more accurate

and useful.

Yen. Counters, shelvee, display
racks and cabinets are used to both
display and store stock. signs
and posters can be used to call

attention to goods on display.

SD4
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Implesentation

The client sheoulds

-~ Make improvememts in the w2y his stock is diaplayed by cleaninog, dusting
and arrasging dieplays to make than more attractive.

- Check all his stock to see that it is logicaliy grouped and make
improvements in how stocks on display sre grouped.

- Make improvements in his storeroom and storvage areas to:
pake stock-taking easier,
improve security,

reduce lcascs caused by demuge of spoilage.

SD5



1)

2)

3)

4)

5)

Businesa Skills/Marketing

STOCK DISPLAY AND STOBAGE - ADVISOR'S GUIDE

* It is importaat to build client's confidence in your advice.. ~Simple

guggeations to improve display can be followed easily and quickly, and
the client can rspidly see how they benefit his business. This will
help all your other efforts to provide advice.

Ask the client to imagine herself to be a.customer, How do pcople
decide what they will buy, and to what extent does the display of goods
in a shop influence their decigion? Lead the client to the idea that
thare are three types of goodn. Expialn convenience, ehopping and
impulse goods. Ask the client to look at hex owva display from the poi'nt:‘
of view of 2 customer wanting & particular coavenience cr shopping go'od."
and £i_:om the point of view of one who is likely to be an impuiee
pnréimaer ?.E she sees something che likes.  Are they likely to buy from

her ghop?l

Every plienc buys things for heraelf from other shaps. Ask your ciient:
to recall the last time she purchaged a convenience item, & shopping
item and an impulse iten from auother shop. Wit lod her to chooee

-this particular shop and item she bought?  Is her own shop likely to

attract people in the same way?

Ask the clients to identify the najor cavges of loss in stored goods,
such aa damp, theff., dirt, insects or rodeats. Ask her to look over
all her oun goeds in storazge, particularly auy goiods vhich are stored
in a separate store, and to check whether they are protectud from cach

of these dangers.

Try to help the clieat hoerself to suggest one Or two displaj changes
which she will Le able to implement terself before your next visit.
Check on your aext visit that they have been implemented, and discuss
any improvéd sales that may have resulted. )

}2‘ Dr‘ SD6



Bustness Skills/Marketing

STOCK: DISPLAY AND STORAGE - INSTRUCTOR'S GUIDE

Remind trainees of the three differemt types of shop layout. - Show a
typical general store layout and ask waere they would lccate a typical
gelection of goods including a number of convenience, shopping and

jmpulse products. Do not discuss the threa categories at this stage.

Discuss traineés' suggestions, and evolve the clageifications into the
three types of products. Ask traineses to describe their most receat
purchases of one of each type of product, both to confirm their under-
standing of the classification and to illustrate the 'type of display

appropriate for cach. ' '

Trainees may further coafirm their understanding by describing how they
store things in their own homes. Clothes are separate from food and
within each group things that are used frequently are stored in more
convenient places thun those that are only used occasionally. Show
how the same principal applies to the display of goods in a shop..

Check traineca' understanding by apking them to classify a ﬁmnber of
different items., Streas that the three clagses are not rigid, amd
that an item which may be a shopping good to a low income customer can
be an impulse item to a richer persom. The general clasaification is

however useful as a basis for display decisions.

sD7
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EXENCISE/STOCK DISPLAY AND STORAGE

1) Arrange the following products into groups vhich would be placed
together on display:

Bingo Socap Tea

Cooking Fat Shorthread Biscuits
White Sugar ‘Shoes

Salt - Rice

Chewing Gum Nails

Coffes ‘ Condensed Milk
"Kitchen Knivea Socks
‘Drinking Glasses Tinned Meat
Frying Pan Groundnuts .
Tinned ¥Fish Hammer

Brown Sugar Candles

Scrub Bruches Matches

2) Which of the above atock i{a: Impulse?

Convenience?
Shopping?

3) Where should they be displayed in the shop?

sD8
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ANSWER KEY/STOCK DISPLAY AND STORAGE

1)

2)

groupings might be:

There is no ome "right" answer to this problem.
that stock ghould be arranged in a logical way.

The important point is
An example of logical

Food
Dry Goods Preparation Tinned Goods Beverages
Rice Cookirng Fat Tinnéd Meat Coffee
Groundnuts White Sugar Tinned Fish Tea
Salt Condensed
Brown Sugar - Milk
Sweets Clothing Household Hardware
Chewing Gum Shoes Bingo Soap Naila
Skortbread Socks Kitchen Xnives Hammer
Biscuits Drinking Glass

and the type of shop.
the stock in determining which category the stock falls into. An
example of how they might be categorised is as follows:

Impulse Goods

Again there is no one “right" answer,

Frying Pan
Scrub Brushes
Candles
Matches

It will depend on the cuntomeri
The Manager must use his skill and knowledge of

Chewing Gum

Shortbread Biscuits

Groundnuts

Convenience Goods

Rice

White Sugar
Brown Sugar -
Cooking Fat
Salt

Bingo Soap
Coffee
Tinned Fish
Tea
Condensed Milk
Tinned Meat
Candles
Matches

Shopping Goods

Hammer

Nails

Shoes

Socks

KRitchen Knlves
Drinking Glasses
Frying Pan
Scrub Brush

SD9
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k)

Izpulse Itens should be placed within easy visw of the customera, such
28 near the cash rogister.

Conveniepcs Goods ghould be placed so that they are easy to get to, such
a3 on shalves that are accensibla to tha cuatomare.

Skopping Gocds can be placad in wore out=-of~the-way places. Custozers
will spend more time 1ooking for then.

sD10



Business Skills/Marketing

STOCK MANAGEMENT AND STOCK MIX

WHY SHOULD A BUSINESS MANAGE THE STOCK?
Does the business have money invested in stock that has not sold well?

1s the business misaing sales opportunitles and losing customers because
it has run out of stock?

When there is limited monmey to buy stock does the owner know how to
determine which stocks it is best for the business to buy?

Does the business have high transport expenses because the owner must make

frequent trips to buy stock?

WHAT IS STOCK MANAGEMENT?

Stock Management refers to the decisions made by the manager to plan and
control stock selection, stock levels and stock turnover.

HOW CAN THE DUSINESS MANAGE STOCK?

Stock is cimply money that has been turned into goods by the purchase of

goods.

Stock management is the controlling of the f£low of goods from cesh to goods
and then back to cash when the goods are sold followed by the purchase of

yet more goods.
The rate of flow of goods through the business is known as stock turnover.
Stock turnover is the number of times the business has sold the average

stock in a given period. This can be expressed by the formula :

turnover = Sales (for the period)
Average Stock (for the period)

SM1
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The Stock Turnover formula :

- Muct value both sales and average stock at either cost

or selling price.

~ Measures the turnover of che entire stock range.

The advantages of rapid stock turnover are :

- Stcck related expenses suck as storage can be reduced..
- Stock is less likely to spoil or go out of style.
- There is_less danger of accumulating dead or old stock.

- Sales and profits may ircrease.

The purpose of stock management is to ¢

- To increase turnover when it will lead to increased

gales and profits.
- Make best use of money available for stock purchase.
- Serve the needs and wants of the customera.

- Provide protection from spoilage and toeft.

The business must maintain a level of stock that will assurs an adequate
supply to customers while not tying up money in slow moving stock.
fhere are many factors to consider vhen deciding the appropriate stock

level ¢

- available cash for stock purchases

- transport distance and transport cost
- availability of resupply of stock

- storage facilities

- control syetem

- climate and seasonality of the stock
- effects of inflation on resupply

- gize of shop

Stock should not be allowed to rua out. The buginess should assure a

continuous flow of goods to the customer.

SM2
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In order to ensure that stock does not run out the owner’ should :

- Review stock levels frequeatly.

~ Determine how long gupplies normaily last, that is the

rate of gale.
~ Determine how lemg it will take to get mew atocks.

~ Order stocks in time to assure that new stocks arvive

before cld stocks are sold.

~ Assure that there is a 'safety stock' of a few daya
supply so that the stock will not run out if there is
an unexpected delay in re-supply.

The business should have a reguiar buying schedule to assure periodic

resupply. The resupply schedule must take irto account
- The time necessary to order, transport axd restock
goods.
- ‘The costs of tramsport.
~ Available stcrage.

~ The total stock range carried by the business to

- agsure that :

- TFast moving atocks do not run out between resupply

periods.

- Slow moving stocks are not over-stocked tying up

cash in glow or dead stock.

Stock should be rotated when new stock arrives. Existing stocks of
gooda should be sold before new stock is sold. Stock rotation is the
process of ensuring that old stock does not becoms spoiled or damaged
by remaining in stock for e long period. This is dome by selling

old stock before new stock.

SM3



pemosstration Exercise/Stock Re-ordering

pA¥E IR OFFICE SUPPLIES sells office supplies and equipmert.

BEuka, doos not wsnt te disappoint his customers by running out of atock of his
popular items. He knows that stock decreases gradually ns it is sold. - One
of his populsr items is cavelopes. He counts his envelopes snd fipds that he
was twenty. e kaows that he sells two daily omn avexage. {The chart below
shows how stock levels decrerse over tima.) He knows that it takes two days
to re-order. Mr. Buka wants to teep & "gafety stock" of one or two envelopes

ro ensure that b does not run out of stock before the new gtock arrives.

20

16 w

14 =
12 -

ENVELOPES

-t
(SR - - N
] Y

DAYS

Instructions

Use the chart to calculate when Mr. Buka should re-order.
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Argwer ¥ey/Dewonstration rxercipe/Stock Re-crdexin
8

Mr. Buka should re-ordst on the gixth Jay whan De still has four duys upply.
This will allow two deys for delivery and sseura that he hes & safety atoek
of two dayr supply vheu hic order srrives. The chert telow shows when he

should order axd when gosds &ve aupected to srrive.

Ra~order
20 , New Stock
18 ! Expected

3 0

10

o
19 =
E -
o
o
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Demonstration Exercise/SAVETY STOCK

A shopkueper hes found that coffece sclls at an average rate of two (2)

ting each day.

The minipum order he can purchase from the wholesaler is 48 tina.

It tskes three days from the time he places the order until the stock is

on the shelves in Uis shop.

The shopreeper wants to keep a ssfety stock of at least 2 tins (1 day's
supply) on the shelf in case the shipmeat i= late or there i5 heavy demand

for coffee.
" Instructione

Datermine the level of stock at which the shopkeeper should re~order.

Answer Kev/Demonstration Exercise SAFETY STOCK

If he wanted toc place the order so that he would receive the coffee when
there was none left ic the shop, the order would be placed when there was
3 days supply of coffee left (6 tins). With a 3 day shipment time, the

order would arrive just as the last tin of ~offee was being sold.

However, the shopkeeper wents to have a safety stock of two tins (1 day's

supply).

Therefors, the shopowner knows he mugt have a four day supply. (3 days
delivery time + 1 day safety stock = 4 ays order period : 6 ting + 2 tins
= § tins)., The shopowmer must reorder when he has 8 tius jn stock.

The new order of 48 tins should last for 24 days.

48 tins
S = 24 days supply .

2 tins sold/day

The business owner Twst Temember to check frequently to ensure that two
tine per day is still the average gale and plen his next order of coffee
su that a change in customer demand for coffee does not result in over—

stocking or undexr-stocking.

A
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Demonstration Exercise/STOCK MANACEHENT (TURKOVER)

Sales for che year are P24,000. The gverage stock leval (at the selling

price) is P2,000. How mamy tires has the manager fturned his stock over'?

Answer Key/Demopstration Exetcise/STOCK MANAGEMENT (TURNOVER)

fales = Turnover.
Average Stock

The basie formula to compuie gtock turcover is

Sales e 26,000

Average Stock 2,000

Tuznover = 24,000 = 12 times per yeer or once per moath.
2,000

This mesns that the aversge item in the business was sold one month after

it was put into stock.

wHY ENSURE A MIX OF STOCKX?

Are customers disappointed at the lack of variety available to them?

Do customere tend to shop in a business thet can serve moet of their

needs?

Are sales increased if the stock mix includes complementary items?

WIAT IS STOCK MIX?

Stock Mix refers to the variery of guode offered by the business.

How can the business improve Stock Mix?

A business serves the public by offering them the goods they want in a

msnner that i3 convenjent to them.

A business can achieve this goal by offering a wide range or mix of
goods. This lets the custoemer satisfy many or all of his needs in
one shop.

There ere several ways to assure a good stock mix

-~ Stock a range of the types of goods the customer will

expect to Zind in the business.

A% "



- Stock a variety of styles, colours cr gizes.
-~ Stock complementary jtcms.
~ Place special orders if the customer wishes.

- Keop a record of goods the cuctomers have requested that

were not in stock.
~ ¢hange the stock mix frequeatly to zdd the items customers
have asked for and drep itews that do not sell.
A good otock miz chat is tailored to custciner needs and wants will :
-~ TIncrease Sales and profius.

- Develos customer sgatisfactivn which will lead to repeat sales.

Demonsczation Exercise/STOCK MEX

A sincp wmanager keep3 a record of stock requeated by cuatoners which he
does pot carry. At the end of the mmth the fnllswing entries are in
the book !

joko tes

necedles

bicyeles

popcorn mealies

joko tea

shortbread biscuits

guava squash

pencils

ghorthread biscuits

Should he carry any of the above items?

Answer Key/Demonatraticn Exercise/STOCK MIX

The joko tea and shortbread bjscuits have been requested often. There

is probably sufficient demand to atock those items.

Needles, althcugh not in high demand, should be considered because of

thejr low cost (assuming a small quantity caun be ordered) .

2\
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The cost of carrying & blcycle is probably too high for the low demand,

although a specisl order for a customer could be made.

Popcorn mealies prebably have a limited market, are perichable and would
apoil before they are sold.

SM9
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'ExerciaefStock Management 1

A businesswoman has called in a Business Advisor to help her with the

following decisios :
Should she order tea every week of every 4 veeks.
Through discussions with the businesswoman the Busincss Advisor learns the
fol;owing facts
- the shop sells 1 cage (24 boxes) of tea each week
- a case of tea costs P10

~ the selling price of a case of tea is F11 due to the price

control law

- transport costs are SO+ everytime an order is placed, regardlees

of the size of the order .

1f the businesswoman wants to maximize her profit how often should she

buy tea?
Instructions

Determine the NET PROFIT on tea wales if purchased weekly and if purchased
nonthly.

Angwer Key/Stock Menagement

The important point to note is thz actual profit after tranaport costs have

been included. If stock is order:d every week the profit would be &
gales - cost - transport = ﬁrof~t
1 - 10 - .50 = 50 or P2.00 every four weeks

If she orders every 4 wee'.s the profit would be :

sales - cost - trangport = profit

44 - 40 =~ .50 3.50 for the four weeks

Therefore she is maximizing profit by ordering every 4 weeks.

Q} \smo



Exercise/Stock Menagement 2 = 5

Exercige 2
The cwner of the Thata General Dealer has P100 to buy new stock.
She is conasidering buying either :

- 2 bicycles at P50 cach that well sell for P70. She
expects that it will take 3 meoatha to sell thenm.

or

~ 450 kg of rice at 28t per kg to be sold at 30t per kg.

She expects to sell 450 kg in a week.

Which ghould she buy?

Excrcise 3

The Thata CGenerai Dealer has the following dead and slow moving stock.
She has agreed to accept your advice on how to dispose of them. What

swould you recommend ghe do to sell :
- 20 shirts chat cost P5 and normally sell for P7,30
- 100 plastic bracelets that cost 3t and normally sell
for 5t

- 130 umbrellas thet cost P2,50 each and normally sell for
P3,00

Exercise &4

An illiterate vendor has agreed with your advice that he improve his
standards of Snock Management. He needs to record sales so that you
con help him determine appropriate levels of stock. How Would you

recomend he rezord sales of each item of stock?

Exercise 5

A shopowner has P250,000 to spend on new stock. He can buy ten blankete
which will sell for P28,000 each or 100 packets of sweets which will sell
for P2,75 each. He will sell blankets at the rate of one per month

and the sweets at a rate of 100 packets per month. Should he buy blankets

or sweets?
Explain Why?

SM11
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Instructions Exercises 2 = 5

Show your caleulations and explain why you have given the advice you gave

for each of tha exercises.

Answer Key/Stock Menagement 2 = 5

Excreise 2

Number ‘ Gréss Profit Gross

Item of gales per sale Profit Period month
Bicycle 2 P20 P40 3 months - 3 P 13.33
Rice 450 0,02 : P9 1 week x4 P 36,00

She should buy rice. Rice will give more profit.

Exercise 3

The twenty shirts cost P100.

('break even') or even take a loss in order to sell these goods ard g

The onwer must be prepared to make no profit
et the

cash from thew to buy other goods. She could use them to promote sales

of other goods. Perhaps by offering :

P7,50 Shirt 'FREE' with purchase of a Suit !!!
or
She could break even (recover her costs but make no profit)

by offering :
SPECIAL !! Buy 2 Shirts - Get One FREE .

The shirts cost 3 x P5 = P15,00
She would g=t 2 x 7,50 = P15,000 .

She would make no profit but would please the customers and get her money

back so that she could buy other goods.

The braéelets only cost P3,00. They are a small problem. She could :

Do nothing
Give them to good customers
Give one away with each soft goods sale

Offer two for the price of one .

Profit per



The umbrellas cost P75,00. She has a considerable number., She should :

~ Try and return them to the suppiier for credit or exchauge

for other goods.

~ Put them on sale, even if this means selling at a logs.

The important thing to remember is the need to tum goods into cash so that

new, popnlan items that will sell can be purchased.

Have the vendor male a chalk mark indicating each sale on the shelf or
counter where the stock is kept. He should keep a record of all items
aold for a fixed éeriod - perhepe a weelk. A mark should be node if a
cugtomer asks for em item that is out'of stock. You will return at the
end of the week to help him plan stock levels from the information he has
gathered.

Answer Key/Stock Management 2 = 5.

Exercise 5

Item Cost Unit Price/Unit Profit/Unit Sales/Month Profit/Month
Blankets P 25,00 P 28,00 P 3,00 1 P 3,00
Sueets P 2,50 P 2,75 P 0,25 100 P25,00

The shopowner should buy sweets. Sweets will return much wore profit for

the same amount of money used.

Exercises/Stock Management 6.

The stock level of a small trader is P500 (at the selling price). He hopes
to turn his stock over 12 times during the year. What will his sales be

for the year if he is successful?

A vendor believes his shop will have P9,000 of sales per yecar. He also
believes that for shops of his type the stock should be re-purchased 12
times a year. What is the average level of stock (at the selling price)

that he should maintain in his shop?

29t



The ending profit ond loss gtscement for & busineas shows

Gales 12,000
Cost of Goods 10,000
2,000

Average atock level (valued ai cost) @ 1,000

What is the stock turmvvar of the business?

Answar Keys/Stock lManagement 6.

Averoge stock level = 500

Turnover a 12

Turpover = 12 = 7 ; 6,000 = Sales
500

Salee = 9,000

Turnover = 12

Tucnover = 12 = 9,000 ; average stock = 750

Averagn stock = 1,000
Sales (cont) = 10,000
Sales (retail) = 12,000

Turnover = 10,000 = 10 .
1,000
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CKECKLIST FOR COMPLETION

STOCK MAWAGEMENT AND STOCK MIX

Basic Kncwledge

What sra the benefits of haviag a

gocd Stock Hix ?

wWhet are the goals of Stock
Mauagement?

Yhat ie stock turnover?

What is the formula for
caleulacing tumover?

What are some isportant factors
in determining stock level?

How can we aseurc that the
businass does aot tun out of
steck?

How can stock management be
used to determine which goods
to stock?

Implementation @

The client should @

Incressed szles by satisfying a wide
range of customer neecds.

Customer lcyalty aund rcpeat business.
Incrsase turnover.

Make best use of cash available.
Satigfy customer needs.

Protect goods.

The rate of flow of goods throughout
the business.

tumover = szles ____ divided by

averege stock
Available cash.
Tranaport cost.
Availabiiity of supply.
Yaeke atock frequently.
Decerminc turnover of popular items.
Establish a scandard‘urder gcheduls.

Keep a safety stock to preveat rurning
out, of stock while awaiting resupply.

Noting popular, fast turmover items.

Recording cugtomer requests end adding
them to the stock miz.

Showing how much profit we expect to
make on individual items so that we can
determine which itews to ctock and what
lcvel is appropriate.

~ Calculate an average stock turnover with each Profit & Loss Statement.

- Compare similar items of stock to determine which ones he should stock.

- Know che safety stock legels of popular items of stock.

- Keep a record of items customers requast.

. Reduce levels of dead and slow moving stock.

~ Tmprove the stock mix with woney from reducing slow and dead stock

SM15
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2)

3)

4)

Businegss Skille/Marketing

STOCK MIX AND MANAGEMENT - ADVIGER'S GUIDE

.-;tock is different Erom credit and some oth»er aspects of business in that
it can be seen wgithout the use of recoxrds. You can quickly identify
'«famu wiich are over stocked _]U.M: by Iuohna for them (&nd the amo\mt of
dust on thewn) aond every cliant knowa what g'mds she neelds but hao not
gnt. Even an illiterate client can improve her stock gasagement by

wisual inapectmn, and you must hielp them o do tbis. Soma clients way

meagure their success by the accum,mt:.on of stock, rezavdleds of how

fagt it can be gold. You should be able to show the ciiest fhat stoclk
in itsels is mot uecessarily profitable., It wust ba t'ue* right stock in

the right quarctities.

Introduce the topic by asking the ¢lient to suggest items zh2 has oot got ‘
in atoclk, but should have. Why has she rus out? Even if there has ‘

~ been scarcity or supplier failure, show that it ia ueuslly ponaible tn

foresae these problems and to order in mufficient quaut:a.riﬁs, nnd far

enough in advance, co avoid runnmg out.

If the clieut has been unzble to buy goode that are needed becaune of
skortaga of ciah, help her to idsntify items whxch are \wet nrcrked, by
asking hier to measure the wonthly sales of items of which’ thare are
obvicuely large and dusty beaps in stock. . £ stocks axceed ‘e monfhs
sales, the item is aloost certainly over stocked. Show vhn client that
woney ie “glezping" in over gtocked items and could be used inntead tov
buy things thar would sell far more quickly. Discuas clearsnce sales
or other waye of "waking up” the "zleeping" money to put it to work in

faster woving goodas.

1f there appears to be a large numbher of different over geocked itews,
ask the client to go through them befcre your next visit, and to nota all
{temes whose stocks exceed her estimated two mounths likely gales. “She
should also consider ways of raleasing the zoney, which you can discuss.

and help her to implement on your next visit.



5

6)

7)‘

8)

9)

Business Skille/Mavketirg

Use a cypicel iten from the ciient's stock as & demonatraticn sxample to
show kow to calcvlete the point ac which new atock should ds bousht., and
the amount to be ordered at onc time. It may be peasible to note the
qusacity at vhizh an oxder should be placed on the chelf whare it ia
gtocked, so that the cliant {s lzmediztaly awere of wbm: ghould be
ordued and csn avoid over ordering becanse of pressurc from the dig-

eripator or apparently atiractive discounta.

Ask the client how ..be actually organises her purchming,. Boar she aote

. down iteme as they run, out and buy more stock only of these itexs, dnga

she go to the wvholesaler without any plan of vhat to buyT Heln her £
decide what' items should be bought &t the next wiglt to th? nhc"unnle‘r

‘baaed on tha smount of existing stack and eutmted ‘.LI’A"‘G gelaz,

Streus that a certaia, amount of money uhould bu .uud m roserve for' new
iteme which may have to ke .addad to the zange.

Selact a typlcal low mm:sh and high nw.rgin ium from w?v;.‘»: iﬂa ia stuck,
Calculate the margin on cach item, if possib Ty wefn'ring o' the cost code :
system, end ask the client which is the ma: ptoﬂcablaa - ‘fHen m» her
how rany of esclt item sha sells each mont!s. Stmus that t&m volume 24
vell as the margin daternine which is tha moar. 9:.0E£Lnbls cnd what should
ba gtocked. ' : :

Show the client ﬁmt ghe should meke the bent use of her money. Compazs
the profit she can earnm with P 10 imvested in wlow mvihg items 'éhich
will gell for P 15 in two wontha or fast moving itema wiu,ch wn.‘l aell for
P 12 in two weeks. - Stresa that che should try to estimate the monthly
profits she will earn on any new item she considers gtocking, ond compare
it with other items aiready stocked.

Show by reference to iteus from the client's stocks that sloy moving.
jtems not only tie up momey unprofitably. They alse become dirty, '
deamaged of out of date, and may never be sold. Set a targe: for"
elimination of “dead" stock snd reduction of excessive atock, ard dig:uss
what alternative items should be purchased to veplace them. Easure that
the programme pf gtock reduction has at least been start:ed to be

jmplemented on your next visit.

SM17
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2)

3)

4)

5)

6)

Buatnees Skilla/Marksting

STOCK. MIX AND MANAGEMENT - 1NSTRUCTOR'S GUIL®

Trainecs, and their clients, often think of stock as something by which
they can measure success. The purpose of this topic is to show that the
rate of turnover of stock is all important.

Use exampics such os & water—tank vith an inflow and an outflow to show
how the stcck level must be balanced, and to stress that plower flowing
items use more space and alao sllow the quality of what is storad to
deteriorate. It is easy hut unprofitable to buy large. stocks of slow
selling items. Clients rust learn how to have the right amounts of
stock of fast moving items, which will earn the highest smount of profit
on the money that is inveuted in the buniness.

Use the exercises to identify the factorg that must be conaiderad when

. deciding when, what and how much fo order. Introduce the ideca of a

"erade off"; large orders reduce transport costs per item zad reduce
the risk of ruaning out of stock, but increase the zmount of uoney tied
up in the item, Swmall orders do the revergs. Show that the objective
must be to balance the two extrcues in order to get the bast solution.

lise heape of envelopes, chalk or any other item to demonstrate the
principal of safety stock and re~order points stock. Discuss the
difficulties of estimating how many jtems will be sold, over a peried,
and of zssessing the likelihood of scarcity. Stress that most clients
can make some estimate, and decisions based on "best guesses” arc better

than decicions based on no thought at all.

Refer to other topics such as display, storage, coet coding, promotion
and advertising. Show how they are linked, sud use the final exsmple
to confirm trainees' understanding of the total subject. Allow at

least one day for this topic.
Agk trainees to bring sample items from their ovn homes as examples for

discussion. Discuss the likely selling rate, margins and order

SM18
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Busireee Skille/Marketing

quantities end supplier veliability, and use the suggested figures as a
basis to dotermina vhen the jcems should ba re-ordered by a client, and
in what quantity. Discuss seagonal factors, and stress that the order
deciaicn for Christmas cards, for instance, must be diffozent in October
end in Janvary.

Take trainees into a shop. Show Chem that the ghop-keeper is abla to
ectimate monthly sales Guantities, and ask traineas to look for
apparently over gtocked items. Discuss the experience in the clssgroom,
and confirw that advigers can sanily identify stock wansgement probleus
apd holp their clienta to golve them. Stress that improved stock
managemeut iz one of the most importznt simple ways in which retail
clients cen benefit from the advigory service, and thus becoxe more
confident <€ all the sdvice thay are given,

N>
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1.

Exerciee/Stock Hix

A shop manager has P100 to {nvest in new stock. Ho is planning to invest
it all in Ricoffy because he feels it is a big seiler. As a Buziness
Advisor you kuow that P100 of Ricoffy would be more then the business
needs. Whsat argument caa you use to perausde him not to apend the entire

amount on the one item of stock?

Answer Xey/Stock Mix

The shop managsT should be dissuaded from investing all his .money in one
line of stock. This effectively ties up his cazh until ail of the stock
is sold. A better method is to diversify into more then one product line.
This will increase turnover by keepiug & lower level of stocck on hand
(overall) and increase profits.

Exercise/Dintwa's Shop

Dintwa is tiying to decide what level of stock to maintain for six key items
in his shop. The items and related information are @

+

Item Stock Level Mimimum Buring Quantity Selling Price ::;e:wnch
Sugar 1 bag P 16,50 per 100 kg P 1,80 per 10 kg 3 bags
Soft Drinks & cases 3,75 per case of 25 20 bottle 4 cases
Blankets 36 blankets 110,00 for 10 15,00 ezch 3 blankets
Perfume 100 bottles 2,40 per dozen 15 each 2 boctles
Flour 24 kg, 1,68 per 12 kg 15 kg 100 kg
Biscuits 10 cartons 20,00 per cr~rton 50 packet 12 packets

of 48 pachets
Instructions

Explain which items Dinrtwa ghould discontinue or reduce, and which he should

increare stocks of.

Assume that Dintwa reorders stoci once a month.



Answer Kezznintun}g_gggg

In order to determite whether to increase or decrease stocks Dintwn neads
to know if he io selling at a reasonable profit and if his stock levely are
suitable.

To calculate the profitability of an item in stock, the profit msde on each
unit of stock (sales price - cost price) is multiplied by the units sold per
month. The profit per moath amount, can be used to gauge profitability.

To calculate the sujtability of the stock levels maintained, the sales per
month must be compered to the current stock level. Stock levels which take
many months to sell at the sales rate should be reduced. Similarly, stock
levels that are depleted very quickly should be ipcreased to prevent

running out of stock.

Supply Profit Sales per Profit

Item in stock® per unmit wonth per uonth
Sugar 3 5 = 20 months .15 x S - »15
Soft drinks 4 * &4 = 1 month 1,25 x 4 - 5,00
Blapkets 3 % 3 =12 months 4,00 x 3 L] 12,00
Perfume 100 + 2 = 50 months 505 x 2 = ,10
lour 24 % 100 = 24 months ,01 x 100 s 1,00
Biscuits 480 + 12 = 40 months ,083 x 12 o 1,00

' The length of time to sell existing stock is calculated by dividing the stock
level by the sales per month. The resulting amount is the time it will take,

to sell the stock on hand.

Using the above information the following conclusions can be stated :

perfume should not be sold - the selling price is less than it cost

increase stock levels uf sugar - current stock will last less than the
order period.

increase stock levels of flour - current stock will last less than the
order period.

muintain stock levels of soft ~ gtock level comparsble to order period

drinks

decrease stock levels of blankets - gtock level is much greater than order
period

decreast stock levels of biscuits - gtock level is much greater than order
period .
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Business Skills/Marketing

SECURITY AND CLEANLINESS

WY IS SECURITY IMPORTANT?

Is the buainess losing goods to exployee or customer theft?

Can the location of the cagh register be iurpioved to help comtrol theft?
Are the doora' and lockas strong enough to prevent break-ins?

Can valuable goods be easily reached and stolen?

Are customers allowed to bring bags and packages into the shop? Is this
wisa?

WHAT IS SECURITY?

SECURITY refers to the measures taken to protect goods and aquipment from
theft, and damage.

HOW CAN WE IMPROVE SECURITY?

Every busineas has four possible SECURITY problems:
- Customer theft
- Euployee theft
- Damage to goods

-  Break-ins
Some of the following steps may be necessary to improve SECURITY:.

Customer Theft:

- FReep small and high value goods behind counters or omn shelves away from

customers.



- Placc the cash register near the entrance/exit.

- Do not allow customers to bring bags and packages into self-nervice

ghopa.
- ' Employ security guards.

-  Ipgue receipts or cash reglater slips.

loyea Theft:
- Take stock regularly.

= FKeep a cash book to control cash.

- Eeep storage areas locked.

-  Lipit the number of keys to the gshop and storage areau..
-~ Limit the numbor of people who hsndle cash.

- Check caghiers to ensure customers pay for all geoods.

Damage to Goods:

= Keep fg:ag,:lle goods on shelves or in cabinets away from cugtomers.
- Have sales assistants help customers with fragile goods.

-~ Store gcods carefully.

Break-Ins:

- Remcve cash from the business at night.
-~ Install heavy duty locks.

- Install burglar bars.

- Hire a security guard.

WHY BOTHER WITH CLEANLINESS?

Are any goods allowed to become dirty so that their value is reduced?

Is there any risk that customers will become sick from eating food prepared
in the business because the kitchen is dirty?

}"‘7‘\ sc2



Does the business lose any money because goods are allowed to be damaged or
descroyed and cannot therefore be sold?

WHAT 1S CLEANLINESS?

CLDANLINESS refers to the steps we take to reduce loases and attract custcmers
by keeping the business neat and clean.

HOW CAN WE ENSUBE HIGH STANDARDS OF CLEANLINESS?

There are three reasons to emsure high standards of CLEANLINESS:
- To attract customers.
- To protect goods from damage.
- To protect the health of customera and staff,

_ Steps can be taken to improve CLEANLIKESS in each of these areat

To Attract Customers:

-  Keep digplays neat, clean and dust free.

- Remove apoiled goods from display immediately.

- Sweep floors and wash windova.

-~ Ensure that sales aasistants are neat and clean.

-~ Keep the area in front of and around the business clean.
~ Remove all waste frequently.

To Protect Goods:

- Keep storage areas gwept and free from rats and insecta.

- Store all foodatuffs off the floor.

- Rotate stock frequently, especially food items.

- Use refrigerators, freezers, glasa cases and covers to protect food.
- Wrap foodstuffs such as bread.

- Protect goods from exposure to dirt, dust and rain,

} b A sc3‘



Tc Protect Health:

Keep the shop area swept and cleaa.

Take special care to ensure that kitchen and toilet areas are washed

frequently.

Make provision for émployeea to wash — especially if they handle food.
Engure that employees wash their hands after using the lavatory.
Protect all foodstuffs in refrigerators, freezers or cabinets.

Ensure that the shop is free of iusects and rodents.

Do not'allew employees o work vhen they are sick.

‘Brotect a1l foodstuffs with bags or wrappers.



DEMONSTRATYON EXERCISE/SECURITY AND CLEANLINESS

Mrs. Dijo is planning oa opening a take-away food business. She is very
concerned that her business eatablish a good reputation so she wants to
enaure high standards of cleanliness. Mrs. Dijo alao knows that all of
the products che will use Lo prepare food are very popular and easily
stolen. What steps should sbe ta!;a to easure high stardards of both
SECURITY AND CLEANLINESS?

Instructions: List steps Mras. Dijo can take to ensure high standaxds of
SECURITY AND CLEANLINESS.

ANSWER KEY/Demonstration Exercise

D1JO'S TAKE AWAY

Proposals
for
Security : , Cleanliness

(1) Keep food in storeroom. (1) Store food off the £loor.

(2) Display food in glass cabinets. (2) Display food in giasg cabineta.
(3) Handle all cash personally. (3) Wash kitchen daily.

(4) Have customers pay when gerved. (4) FKeep toilets clean.

(5) Take money home at night. (5) Sweep shop twice daily, diszpose

of waste twice daily. Wash
tables and chairs daily.

(6) Arrange with nearby businesses
to share the cost of a security
guard. (6) Buy produce frequently szo that

(7) Eeep a cash book. it is always fresh.

'(8) Take stock weekly. (7) Take stock weekly and dispose of
any spoiled or rotten meat or

produce.
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CHRECELIST FOR COMPLETION

SECURITY AND CLEANLINESS

Bpasic Enowledae

Whae types of SECORITY prodleas
dees the business bavel

Whmat ave sows basic SECURTIY
sesaures all buainesses sbould
trko?

Why ie CLEAFLINZSS important?

What typee of CLFARLINESS
gerve these chree goals?

Igglcmentation:
The client should:

Customar theft.
Fmployee theft.
Darage to goods.

Break—-ins.

Koep cash book to control cash.

Take stock regularly.

Lock storage areag.

Secure mrall, fragile and high
value goods.

Epsure that the business is aecurely
locked vhen the business is closed.

To: attract customers:
protact goods,
protech health.

Meat, clean shops. Especially
arean whore food is prepared, sold
and atored.

Protecting goods by use of
protective WCHappings, refrigeration
and careful display.

- Pxamins his business to see how improvements in SECURITY and CLEANLINESS

conld L~ made.

- Take specific steps to improve GECURITY.

- Take specific steps to improve CLEANLINESS.

sC6
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Busincos Skills/Marketing

SECURLTY AND CLEANLINFSS -~ ABVISEAR'S GUIDE

A client may easily b2 discouraged by the difficuity of keeping the
{ndividual records and by the naad to keep records for gome time before
teing able to uge then to make sny recognissble imrovement to cho
wueiness. It iz cherefore necasssry to be able to make recomnendations
that can easily and quickly te followed, and which will rapidly result in
a visible improvement to the bueiness.  SECURTTY AND CLEANLIRESS are
idenl recommeadations for this purpose. ‘

Agk the client to jmagine herself to be a dishonest persun looking at the
pusiners from the outside amd then from the ingide; whst opportunities
for :thaft of gocds or mongy cC&l she soat  Work out appa'r'oﬂtly affective
methcds of theft, and then decidn on any changse to tha layeut ox other
aspects in order to make the tuief less 1ikaly to be tewpted or to

" succeed.

If the client euploye other eceff, aak ber tc .p-u,t: nereelf in the position
of a dishonest employea, How could shz steal mopey azd/or gooda?
Identify weak points im 2. wwrity, evd dincuss waya of improving them.

1f the client's preaises sre cbviously not ae cleaa &s they might be, ask
her whether she prefess to Wuy goads from a clea or a dirty shop. Ask
her %o ccmpare hur chsp witch otherp in the neighbourhood, and sugpest
that the woat affective, cheapest oud eagieet sales promotion tool to use
are a duster snd a brush. Ask her to easure ‘hat the shop will be
cieencd up when you next call.

Select an obviously dirty or dawmnged item from the ghelves, and compare
it with a clean and undampged one. Ask the client which she would
prefer to buy. Stress thet when she allows atock to become dirty or
dimaged, she is actually reducing ity value in the same way a8 if ehe
waa throwing cash away. Point out that although the contents of dirty
or deuted ting or damaged packezes may be unharmed, customers have every
right to be doubtful znd to prefer products that look perfect. They may
not complain; they will just buy elsevhere in future.

9“3‘)(1 sc7
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Exsmine the daxkar ‘eorcers aad hidden parts of the ahop and asy storage .
rooms. It e uswally possible to £find damaged gocds in euch placas.
Azk the cliunt whether she cvery throws: perfectly good salable itema into
rhe dustbin., Clearly she does ust, but by allouing them to become un~
anleble throw improper storaga she is doing exnctly the game thing.

Agn_e on 2 snell nuaber of specific improvemepts to SECURIYY AND CLEAN=~
LINESS, vhich cen weke au izoediate and visible imptovmnt to the
punizess. oo them down cavefully, with a copy for the clisnt sg well
as yourcelf if ska is literate, sud ansure that they have baen put iato

effect opn your usit visit.

SECURTTT AND LIS INESS, ike &1k good mnasmnt, h not. - "one—off"

% Becurds wust be set up end regularly ma:lnr.a!m r‘“ ' x:he fDop r:lzat
be p:opr‘lu elgmned gnd orgealsed aed kept thet way. ' M pot: fm:za:, ox
allewr the oliwnt to forget, that standards must ast tm auma'ed tn £all
back _aga;ih after tho fivet enthmalaem.

\;c)
¢
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Businsss Skills/Mavksting

SECURITY AND CLEANLINESS - INSTRUCTOR'S GUIDE

Strens that weaknesses in SECURITY AND CLEANLINESS are often the easiest
to identify and tke quickeut to correct. Trainees con establish clieat
confidence very quickly if they cau show them how to improve the

appearance of their shop ard reduce losses through customer of enployea

dishoneety.

Lak trainees to list as muny vays as they can ia which customers,
omployees ur customera and coployees working togather, can steel from the
business., Write the complete list on the board, and then discuas
practical ways of preventing each type of theft, which do not discourage
customers from purchasing, or require so wick adwinistration that their
cost exceeis their value., Btress that the best way to prevent emzployee
thaft iz to hire honest stoff, but even homest people caa be tempted if

opportunities are throwm in their way.

Individuale have different standards of clesnlineas and tid{neas, but a
businese mut maintain the highest standards since customers are free to
bey from where they want. There are wany reasons why customers choogs
to purchase from one busivesn rather than snother, buf the cleanliness

of the shop and of the goods in it are oae of the most important, and it

iz certainly the factor which the client can moat easily improve.

Refer to Stock Digplay and Storage; remind trainees that neat clean
storage aud display performs five functions:

- Tha goods are attractive to customers.

- Thefts are more easily observed.

- The goods are more easily counted for stock taking.

- The goods ure more easiiy kept nlean.

- The goods are lese liiely to be damaged by damp, rats or mice.

Ask trainees to describe how goods are stored in their own homes,
Clients should understand that it is even wmore lmportant to store goods

proparly ia a businesa:

9,\( | sco



~ Dirt and damage are harder to distionguish because there is & larger
amount of goods in stock im a businass.

-~ Theft is mot usua{uy a problem at home.

- A business will lose mot only the value of :he goods which are atolen
or damaged, but also the loss of busineas because custcmers will not

come agein.

5) 1f possible, take traineea on a brief tour of a mumher of busincsses
pnear the classvocm. Ask them to identify opportunities for theft, and
examples of dirty condigions. Discuss their conclusions ia the class~
roow; show that the businesses which are in need of impvovement in
SECURITY AND CLEANLINESS are generally those which are unsuccensful in
other ways. Cleanliness and good sscurity sre obvicus gigns of gool

mapagement.

PR
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Buainesa Skille/Marketing

COST CODING, MASKING AND PRICING

VHY COST CODE?

Does the owner of the business know ezactly how much each item of stock cost
zt a glance?

Dozs the ownar know whether or not the cost of & pacticular item has increased

or decreased?

When stocketaking can an employee value stock at cost price without too much
difficulty? ’

WaAT IS COST CODING?

COST CUDING is the process of msrking tha cost price of an iteam in un
alphabetic code known only to tha businessman.

HOW 10 COST CCZE

A tan letter word (or sequance of letters) is used ap a2 cost code. No two
letters ahould repest. Corresponding numbers are assigned to sach letter,

Exawples:
Number: 01273456789

Coda: ABCDEFGHTIJ
MAZEPROFIT
PROFITABLY

COST CODING will:
- Tadicate on ezr:. item the cost price origimally paid for the item.

-~ TIndicste the cost in a way that is known only to the business owner.

;%3 | cP1



- Simplify stocktaking becauset

~ The peraon taking stock will not have to examine stock records to
determine the cost price. ‘

~ It is easy to determine the actual cost of similar gocds or of
two or more different shipments of the same items.

- The staff taking etock do not nead access to stock records such

as inveices.

COST CODING grastly simplifies stocktaking, increases the accuracy and mukes
it much simpler to determine coat price ci stock.

WHY MARR-UP AND PRICE GOODS?

Does tha owmer know what mark-up he wishes to change?
Does the businebs person price in accordsnce vith applicable law?
Can the owmer determine the mark-up and calculate the selling price?

Does the owner know whether the prices she charges are competitive in the

marketplace?

WHAT IS MARR-UP AND PRICING?

MARE-UPS AND PRICING is the process that a manager uses to cslculate the
amount to add to the cost price of goods in order to determine the selling

price.

HOW IS MARK-UP CALCULATED?

Mark-up is the amount added to the cost price of an item to arrive at the

selling price.

MY =



Mark-up percentage is the wmark-up axpressed as a percentagd of the cost price.
The formula is:

Mark=-up
Cost

=  Mark-up Perceuntage
Mark-up is a percentage of the coat price.

Mark-up must not be confused with margin.

. ‘
The wergin emount is the ssme as the mark-up smount. However the margin
percentage is expressed as a percentage of the selling price.

Margin percentage is the margin divided by tha seiling price. The formula
is:

Margin
E;].-fin—-glm = Margin Pctccnplgﬁ.

HOW TO PRICE GOODS

Cost plus mark-up method. This {s tha method of pricing goods by adding a
reagsonable mark-up to the cost price. '

Competitive (market) method. Pricing by determining the price baged on
market conditions such as the quality, customers, galog volume and
competition.

If the competitive pricing method is used the owner must be aware of the
mark-up guidelines contained in the lav and price “competitively" within
these guidelinas.

UL o



DEMONSTRATION EXERCIUE/COST CODING

Solomons Store purchages a case of 26 tins of coffee for P 28.80. The cost
per tia is P 1.20. What would be the coat code on the tin of coffee? How
will this make stock taking easier? '

ANSWER KEY/Dezrcnstration Exercise/Coet Coding

Sclomon uses the cost code ABCDEFGHLI. EHe keeps a card with tﬁe cost code
on the wall of his office and on the wall of the storeroovis so the gtaff wiil
be reminded of the code. The Cost Code Card looks like this:

Cost Core

Code [A|BlC|D|E|F|G|HII} I

44

If Solomon wants to code ome tin of coffee to indicate a cost price of P 1.20

No.

4567s|9

he looks on the card and finds the coda for 1 is B, for 2 is C and foz 0 is A.
Therefore the code for P 1.20 is BCA. He will now put BCA on the tin of
coffee like this: ‘

When Solomon wishes to take stock he now knows the cost price of all stock
without having to refer to any other records. Stock taking will be quick,

simple and accurate.

W
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DEMONSTRATION EXERCISE/HARK-UPS AND PRICING 1

Pl AL Ly P Y AN e g

Coffee tins which cost P 1.20 each sell for P 1.35.
What is: (2) the mark-up?

(b) the mark-up peréautaga?

(c) the mergin?

(d) the mergin percentage?

ANGWER EEY/Demonstration Exereise/Mark-ups and Priciug 1

(a) The smount added to the cost price to gat the gelling price is:
P1.20+ =P 135 ?te=PO0.15 This is the mark-up.

(b) The mark-up percentage is: %—-ﬁ% = 0.125 or 12.5%.
cal , lark-up
culated by the formula: Coort »  Mark-up Parceutala.

(c) The margin {s the differcuce betweeu selling price and cost price, or
P1.,35~-7="P1,20; ? =P0.135,

. __ Margin 0.15 . |
(d) The margin ;?arcenugo ‘ia. Eﬁfﬁf’ﬁﬁi ot T3% 11.13.

Mazi=up | Hargin

Amount ? 0.15 | P 0.15

Percentaga | 12.53 | 11.1X

&4(9
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DEMOUSTRATION EXERCISE/MARK-UP AND PRICING 2

1t is determined that the coet of producing a jeraey oa a knitting machine is
P 4.40. The mamufacturer decides to mark it up 20Z to sell te wholeselers.
Other manufacturers in the arez are charging 2 5.00 for their jerseys.

(a) What is the price to be charged under the Cost Plus Mark-up Methud?

(b) Using the Competi.tive Method of pricing, what is the wark-up percentage
used?

ANSHER KEY[Damnsttation Exercise/Mark-ups and Pricing 2

(a) Cost Plus Pricing Msthod:  cost ¢ omark-up = salling price
P 440 + 20% = gelling price
P44o. + PO.BE = P 5.28

(b) Competitive Pricing Method: cost + mark-up "= selling price
P 4,40 + ? - P 5.00
PL4LW + PO.60 - = P 5.00

The mark-up percentage is 14% : P 0.60 iz 14% of P 4.40.

0.60

1% = P 3.0

CP6



CHECKLIST FOR GOMPLETION - COST CODING, MARKING AND PRICING

Basic Xnowledge
How can a busineas easgily take - By cost coding each stock item.

stock at the coat price?

How is cost coding done? - Assign a number to & cede letter.
Vhy is it neceasary to cost code? = Human nature and to zgeist in
stocktuking.
What are acuwe common cost codes? ~ Humber: 0123456789
Letter: ABCDEFRGHIJ
MARKEPRQFIT
PROFITABLY

what is mark-up, mark-up percentage, = Mack-up ig tho amouat zdded to the
margin, and margin percentage? cost price to srrive at the salling
price.

-~ Mark-up Percentage is the mark-up
expresged as & percentage of the
coat prieca.

-~ Margin is the diffecence bhalween
the salling price and the cost
price.

~ Margin Percentage ie the margin
expreceed as 8 percentage of the

seliing price.

What are the two methoda of pricing? = Cost Plus pricing.
- Competitive princing.

Implementation:

The clieat should:

- Use a cost code system.

-~ Calculate selling prices using the cost plus or competitive syatem of
pricing.

~ PBe able to use mark-up, mark-up percentages, margin, and margin

percentages to calculate prices.

}Lf €
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Buaineas Skills/Markering

COS].‘ CODING, MARK-UPS ARD FRICING - ADVISIR'S GUIDE

‘Do got introduce COST CODING to & clieat who is unlikely to be able to

ucderstand the method or to apply it consistently and correctly. In=-
correct COST CODING is worse than no coding at all.-

Lak your ciient if she bag ever naticaci gocds warked with letter codes
in other shops. Does she know what they mezn? Doge ehe think they

might ba useful io her businesa?

All clieats ars aware of price centroli and of the inportsncs of not

vnhm:g:!ng sbove the msccinum permitted margin. Stress thut by naiag

COST CODING and lgamrniog about baw to calculate prices the client can
botl avoid bresking the law sod increase her profite.

1f the client haa alrszdy been in¢roduced to stockteking, aha}sé!.il ba
aware of the difficulties of checking coot prices.  Show how 'COST CODING
can nake atockrsking much quicker, by avox.ding the noed to look up cost
pricea or to -calsulate ther each time gouds are counted.

If the clicnt underatands the reasons for CUST CODIVG and appears able
ta apply it correctly, help ber to design her own ccde and wo start
marking goods accordingly. Do nct prepare the code of mark the goods

yourself, but guide tha ciient to do it ptoperly for herecif.

Select a typleal item in the client's shop costing say P 1.00. Agk
her whether it is botter-to sell five units for P 1.20 or gen uoite

for P 1.15 each. Demonatrate the importance of yoluza and turnover.

Select an ltem which appears to be over-atocked. Ask the clicat to
estinate how many are sold each month, aud to celcelate the total groes
profit thus earned.  Suggest a suitable reduced price, and help the
client to work out how many would have to be sold at this price in
order to esrn the same gross profit. Does she think that the lower

price vould incrzase szles by this amcunt, or not?

A



If you and the client can toéathar identify an item where a8 lower
price would probably achieve a higher grces profit, ask her to nake
the reduction. Refer to Advertising and Promotion for the importance
of informing cusl:mré»about the reduction, and ask the client to
_monitor sales of the {tem carefully. Call back after & zuitable
interval and discuss the resulte of the reduced price prewotion.

I cPs
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Busineas Skills/Marketing

COST CODING, HAEIUPS AND PRICING ~ INSTRUCTOR'S GUIDE

Trainees should have no difficulty in grasping the simple mathematics of
cost coding, and will enjoy setting up their own codes and using them.

. Tt is more difficulr, and more impcrtant, to understand the reasons for

coding, in order to be able to explain them to clients.

Ask trainees to go through the stock taking procedure with and without
cost ncdes; this will demonstrate its vaiue. Pemind them that clients
mct take stock in order to produce a profit and loss statement and a
balagce sheet. Aaything that makee stock taking easier makes it easier
to preduce the records which really help the client to see how his

businees ia doing and how he can improve it.

Liscuas the price regulations, ard the importance of learning how to
markup costs correctly in order to evoid breaking the law. Ask an
expert from the Pricing Coatrol Departmsnt to talk to trainees abocut the
regulatione, and tc explain Low they are enforced. Trninee; should be
able to warn clieats wher they are breaking the law, and to ghow them

how to avoid this in Zuture.

Engure that all trainces are femiliar with the difference between markup
and nargin percentages. They ave clearly two ways of describing the
game thing, uemely the difference Between the cost price and the selling
price. It is vital to be clear which is being used, since serious

over or under pricing can srise if the eclient and the adviger are not

clear which they are discussing.

Stress that pricing can be a prsitive way of jncreasing profits and is
more than a mathematical calculation. Discuss examples of businesses
which charge high and low prices for tha same item. Show hew the
higher prices are acceptable if custemers aleco receive a high level of
gervice including credit, delivery, long opening hours, high priced
location, after gales service and so on. Other customers may prefer
lower prices with less gervices. Stress that services such as ,credit

or convenient location may in fact be particularly valuasble to people

CP10
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of low incemsa so that low prices, wich few gervices, are not necassarily

what is test for thes.

¥any clisnts do not understand the importance of high turnover, and think
that tha price eontral regulazious are the only reasen for not charging
higher prices. Encure that rrainees underatand bow lower prices can
lasd to higher profits, and atrecs that in most capes both customors and
the bugsiness can benefit from a low price high turnover policy. The
srithmetic moet §a correct however. Customers ere unlikely to corraect
pricas vhich are ton low but will rapidly point out when the mistake hags
been in the other direction. :
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AXEACTISR /COST COLE

The following fteme were counted during a monthly stocktaking of a mall
genarsl dealer. Ha usas the following cost code: 0123 45 67869
MAREPROFIT

Cost

Quantity Iten Coda
Pl t
52 boxez Lemon Creme Bisculis 49
122 boxzes Storthread Bigzuits 53

74 boxas 500g Asmortad Biscults| 1 23

~

12 boxes ikg Asgcrted Biccuita 50

78 bozes kg Assorted Bisculte {3 98

45 boxaes Ginger Snap Biocuits 63

35 bones Digaativa Biscuite 35

123 boxse 2ro~Viza Biscuits 42

43 tins 2508 Ricoffy ARR
23 tins 500g Ricoffy r:d
12 tins 750g Ricoffy R
75 boxes 2508 Five Roses Tea AAA
3 boxes 5y Pive Rocas Tea e

170 boxes 7508 Five Roses Tes EEK
47 hags 1kg Sugar PF
12 bags 10kg Sugar PFM
48 cartons | 500ml Milk |+ 4
24 cortons| 1 litre Mill ity
12 Spoons ER
5 Coffes Cups AMR
5 Saucers FP

[N

_;_gu_,:ructiona: For ttose items with no code, determine it using the above
formula. For those costs which are given iu code, dotermine

the cost.
2. cp12
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ANSURR BEX/COST CODE

e YRR S PSR ALTLI S SN Py

Cost
Quantity Itenm Cods
) Pl t

52 boxas Lszon Creme Blasuits 49 T
122 boxes gtortbreed Dlscults 53 R
12 bozas 500 Assorted Biscuits | 1|3 AXR
12 boxes Lkg Assurted Blscuite 215 | XX
78 YLoxzas kg Aesorted Bizcuits | 3 98 ETO
43 bozes Ginger Snap Biscuits 635 (3]
35 boses | Digestive Biscuite 5] B
123 boxes | Pro-7ita Discuits s2] BX
43 tins 250g Ricoffy 1] 547 ARP
23 tins 500g Ricoffy 3|00 B
12 tias 750g Ricoffy 14]25) PR
75 bozes 250g Five Roses Tee 1111} AAA
3 boxss 500g Pive Rones Tca 2103 | EME
170 boxes 750g Five Roses Tea 3132 EEK
47 bags 1kg Sugar 47 P¥
12 bags 10kg Sugar 4|70] PM
- 48 cartons| 500ml Milk 22 .44
26 cartens| 1 1itre Milk 44 ¥P

12 Spoone 35| ER
5 Coffee Cupso 1]105] AMR
-5 Saucers 74 3

‘}5 "\ cr13



RMCISEZM-UI‘S AND PRICING 1
Calculata the missing amounts:

(Note:

Cost Mark-up/ Selling Mark=-up Margin
Marain Price Percentage | Percentage
P 1.00}2 P 1.20
P 1.25| P 0.1%2{ P
P P 0.30| P 0.9
P P P 1.50 50%
P 5,000.00| P 1,000.00 P T
P 6,000.00( P P 17,.5%
ANSVER KEY/MARK-UPS AND PRICING 1
amounts are rounded)
Cost Mark-up/ Selling Mark-up Margin
Margin Price Percentage | Percontage
P 0.20 20% 17%
P 1.44 15% 132
P 0.60 50% kx4
P 0.75| P 0.75 1002
P 6,000.00 202 17%
| P 1,050.00 | P 7,050.00 152

9\55'3 CP14


http:1,050.00,050.050.00
http:6,000.00
http:6,000.00
http:1,000.00
http:5,000.00

EXZRCISE /MARK~UP ARD PRICING 2

(1) Mark-up the following

cogt prices:

-(2) wWhat is the cost price

1)

(2)

Cost ' Mark-up Selling Morgin
Percentage Price Percentage
P 0.05} 100% P 100.00 28%
P 0.11 33 1/3 P 75.00 20%
P 13.35 22.52 P 135.00 10%
P 15.00 207 P 1,500.00 50%
P 7.75 50% P 6.98 35%
ANSWER EEY/MARK-UP AND PRICING 2
Cost P:?::;:apge Mark-up s;tﬁﬁg
P 0.05] 100% P 0.05{F 0.10
? 0.11 33 1/3% | P C.04IP 0.15
P 13.35| 22.5% P 3.00|P 16.35
P 15.00 20% P 3.00] P 18.00
P 7.75 50% P 3.88|P 11.63
ST | protrage | MTED | price
P 100.00 282 P 28.00|P 72.00
P 75.00 202 P 1§;OO P 60.00
P 135.00 102 P 13,50 | P 121.50°
P 1,500.00 50% P 750.00 | P 750.00
P 6.98 352 P 2.44|P 4.54

of the following:

CP15


http:1,500.00

Bustness Skille/Marketing

CUSTOMER RELATIONS

WHY WOBRRY ABOUT CUSTOMER ELATIONS?

W#ill customere continue to shop in a buasiness if they feel they are not
being treated fairly? '

Doas the reputation of the buainess in the community wake a difference to
its sales ana profits? '

Wili a business iose sales if the sules assistants are not friendly and
helpful to its customers?

Is honesty important for the business owner?

WBAT ARE CUSTOMER RELATIONS?

CUSIOMER RELATIOKNS are the manners and methodsn use& by a business and its
employees to deal with their customers.

HOW CAN WE DEVELOP GOOD CUSTOMER RELATIONS?

The customer is all importaat to the business. Without customers the
business is wothking. The profits of the busineas are the reward earned by

the business for its service to the cuatomers.

The business is a member of the community and is there to serve the comzunity.
A business that is well thought of by the community will enjoy the support of
the members of the community.

What are the benefits to the business of good CUSTOMER RELATIONS?

Increascd Sales: If it is easy and pleasant to shop cuatcmers will
buy nore.

a_e)'\' .cm



Repest Sales:

Customars will return to a shop that has the goods
they want and treats them well.

Additionsl Customerec: Satisfied customers will tell their friends of their

All of these

What factors

Honesty:

Courtesy:

Good Value:

Selection:

good shopping experiences. Many of thase people wlll
then become customsrs of the busiuess.

things will lead to more sales and the growth of the business.

contribute to good CUSTOMER RELATTIONS?:

A customer who has been fairly treated will retuzn sgain and
again. Practices sich us gelling spoiled or damaged goods as

new goods will drive customers away.

Custouers must always ba treated in a polite and courteous
msnner.  Remember the business i{a therc to gerve the custcmer

not the customer to sexrve the basiness.

Prices should be fair, reasonsble and pompa:itive with other
bueinessea. A customer who thinks he can get better value
elaewhere will shop elsewhera.

The customer must f£ind the goods he is shopping for.. A customer
that finda the goods he is seeking will rewmrd that business with
his loyalty as & custoner.

How should the business treat tha customer?

- All employees of the pusiness should be trained to ba polite and helpful

to the customers.

- Polite, helpful sales asoistants increase sales ard are thus valuable to

the business.

- Sales assistants should know about the goods the business sells. They
should be able to tell the customer about:

-~ prices,
- sjzes or raoge available,
~ guitability for intended purpose.



- Sales agsiastants should seack to help the customer even when the goods he

wants asre not available by:

0ffering to ordsr goods.

Suggesting substitutes. :

Informing the customer vhen they might be available.
Referring to other businezses that might assist the customer.

- All employees of tha busineas must recognise that customers are peopld.

Therefore it is very impertant to acknowledge custowers when they enter
the stop and greet them when they are being served. A special effort
should be made to recognise the regular customers of the business. A
customer who is rexembered by the businecs will be loysl to the businsss.

Customers entzr a businesa to buy. Every effort of the businese should be
directed to ensuring that the buying experience is & gucd one and that the
customer lesves satisfied with the iatention of returning.

DEMONSTRATION EXERCISE/CUSTOMER RELATIONS

Mr. Thuso is in Gabcrone to shop for a new suit. Ho enters Mall Fashions
in the Mall which has been recommended by a friend.

fnatructions: Answer the following queatione:

(1) What should the sales agsistant do?

(2) Wwhat will Mr. Thuso expect concerning the stock and
the prices?

(3) What should the sales asaiatant know?

Gl



ANSVER m{gmnstxation Exercise

(1) Thba sales assistant should

(2) Mr. Thuso will expect to find

(3) The sales assistant should

Be neatly and sttractively dreazed
(particularly in a clothing store).

Greet ¥r. Thuso and oft‘er' to zasiat ‘
him.

Datermine what Mr. Thuso wiahes.
Help him £ind the appropriate goods.

Be patient and kalpful while he is
deciding.

Closa the ssle and wrap the goods
when Mr. Thuso is eatisfield.

Theok hip and invite him to return in
the future.

A gslction of suits.

Complemantary goods such as shirts
and tias.

Clean, attractive displays, logically
grouped.

Goods of competitive quality and
price.

Know the goods available in the shop.
Know the sizes and prices.

Be able to suggest substitutes if
Mr. Thuso's firat choice is not
available.

Be sble to suggest complementary
ftems to go vith the desired product.

CR4
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CHECKLIST FOR COMPLETION - CUSTOMER RELATIONS

Basic Knowledge

What are good CUSTOMER RELATIONE? - The courteous, honest and efficient
) treatment of the customer by the
employees aznd owner of & business.

Why are CUSTOMER RELATIONS important? - Good CUSTUMER RELATIONS will
{ncrease sales, enaccurage customess
to return and speak wall of the
businese in the community.

What are the main factors in good - Honasty.,
CUSTOMER RELATIONS? - Courtesy.
-~ Good Valuc.
=~ Selection.

I_Eglementationz

The business owner sbould:
- Traio his sales agsistants in good CUSTOMER .RELATIONS.

- Observe the way they deal with customers and make correctione and
improvemente. :

-~  Himself treat his customers courteously and honestly.

CRS
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2)

3)

4)

Buatnesa Skills/Marketing

CUSTOMER BELATIONS - ADVS SER'S GUIDE

Nobody likes to be told thet he docs not treat other pasple correctly.

It is therefors vital to-deal with this topic tecstfully ané to srcourage
the ciieant himmelf to think about how he tzeats hia custemers vather than
giving him your impresaziocns.

Start ty asking the client bow he likse to be treasted whsu hz: is tuying
gomething. Bring out aspects guch as a friendly gresting, courtesy,
knowledge of goods on rale, Relpful areicedae, honast dealiuvg sad '
gratitude for tuainess., Ubnerve low the cliemt 'ui.:a;alt’ trents custonrs
who ccoe in during your discussion, azd ask the clisat whezher his -
customers are being satiafied in the varicus vays e gadd ke would lika

to be satisfied when b2 way a customer himsnlf.

‘Stress that zveryomne who works im a busingss mast treat cusiomars

properly. If only the owner practicas good CHSTOMER EELATI(HS, buz his
ataff are rude or unhelpfui, customers will not ratura. Obewve how
staff treat custmrs and osk the client how he thinks he can improve
their behaviour:

- Do they know how they ought to behava?

= 1g there any reason why they should behave as they cught, except wien
the owner is watching?

discuss ways of traming and encoucaging staff to treet customers:
properly. Strees that the owner's eaample is the most important mntbodp
but he should also point out mistakes aund congratulate succeseas.
Discuss thc possibility of concentrating on one individual improvement
each ueek. One week they should concentrate on the initial greeting,
next on product knowledge and nezt on a polite and friendly farawell.
Help the client to introduce &n effective CUSTOMER RELATIONS improvement
programme to his business.

CR6
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6)

Teat the client's knowledge of the goods he sells by asking the kind of

cizmmtionn customars might ask about specific items. Discuss ways in
which the zlient and his staff can find out more about their own sr.oék.,
apd how this informstion might be ueed not only to anawer custowers’
quentions, but also to increase sales. '

Lah the client bew ks propuzea to dispose of old or demaged stock.
Mooy shope try to sall sub~standard goods to customard wio may not
sotice or dave not complain,  Stress that custozars who are treated

in this way will not veturn, axd vill tolk shout their exparierce to
other pevpla.  Discuss the othex ways of dipoaiug of guch stnck, such-
ag clearsnce sslas, which cay activaly improve the remmtioﬁ of the

Taziness.

.(b
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1Y)

2)

3)

4)

5)

Bueiness Skilla/Marketing

CUSTOMER RELATIONS - INSTRUCTOR'S GUIDE

Ask trainees to describe a recent occasion when they enjoyed buying
something, and to contrast it with another when their shopping experience
was unsatisfactory. lIdentify tho waye in which people working in a

business can make contact really plzasant or unpleasant for customers.

Remind trainees that they all have experience ac customers. They know
what makes them want to continue buying from a particulsr business, snd
their task as advisers is to help clients to look at their own business
from the customer's point of view. A neat shop with attractiva displays
of goods that people neced is completely wasted if the ataff are unhalpful
or impolite.

Advisers must be able not only to explain good CUSTOMER RELATIONS to
their clients, but must also help their clients in turn to paes on what
they learn to their staff. Discuss vays of doing this. An adviser
may talkx to the staff 8a & group of individually, together with the
owner, znd they may do simple role play axerciases, or practice obsarving
one another dealing with actual customers and thea commenting on their
performance. Stress that advigers must not be seen to come between the
owner and his staff; they must always work with and through the client
himgelf.

Ask trainees to suggest items of information about commonly sold gocds
which might help the client to answer customers' questions and to promote
additional sales. Discuss items such as cattle care products, medicines,
seeds or baby foods, where customers may need additional information or
may not be able to read what ie written on the packages. Show trainees
how they can help the clieant to sell more of these goods by explaining

their use to their customers.
Conduct simple role play exercises with one trainee acting as a customar

and another as a shop assistart. They ghould not attempt deliberately
to be impolite, but should act naturally. Ask the other trainees to

264 cr8



apalyse the "shop sssistent's" performance, and ask other traineces to
repeat the role play and to demonstrate improvements. The Yeygtomers"
ghould act in a reasonable way, but shoeld also ask awkward questions

or otherwise be "difficult" as customers often are. Discuss with
trainees ways in which clieats and their gtaff should deai with difficult
customers, and how an adviser can teach bis clients to improve CUSTOMER
RELATIONS.

$ cr9
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Businese Skills Marketing

ADVERTISING AND FRCMOTIOR

WY SEGULD A DUSTNESS ADVERTISE AND PROHOTE?

Does the businass lose sales because the custowers do not know about new

stock, opecials and clesrances?

Can the busin:ss lose sales secsuse tho public doas not know sbout =hat it
bhas to offer? '

Doee¢ the business have old, out of style or uapopular goods that could he
cleared by 8 ssles promotion to wake way for and raise monay for naw stocks?

EEAT IS ADVERTISING AXD PROMOTION?

ADVERTISING AMD PROMDTION is the special effort taken by the busicess to
{aforw the public shouc the business and about gocds and pervices offerad
by it.

SOW 0O W& FLAI A PROCRAME OF ADVERTISING AND PROMITION?

Dacigions to b made:

-  Wio are the advertisem=nts directed to?

-  What siould the advertiserents say?

-~  What maans of cormunication or media should be uged?
- How much monsy should be spent?

= The lovel of eales increase to be expected?

=  Which prodvcts cghould be advertised?

~ How the rewults should bs evaluated?

Hhat is the Goal of an Advertising Programma?

= To incresse ssles by attracting customers into the business.

}(,\o AP



Idess for Adrectising asd Prosstion

-

Plzce proters on walls end doors ealiing stteutlon to a special price

or zervice.

Msiling epecial offers to knoun apd possible custonsrs.

Place signs throughout the village diveccing paople to the businese.
Display itcus for szle in the stove in sn attvactive memiar.

Grard openings of new busliuessas.

Diacugs the custumera’ possible improvessnts in the tainess.
Distribute bandbills in the coummity.

Sa {nvelved in the cowpomity is order to ssiabiish a pereonal sallivg
relationship.

Sponsoring sports accivities or community evanta.

Plannieg an &dvertiaing or Seles Promotion Progsasist

Tha total cost of an ndvertisemsut or prscocion compalgn sheuld be
caleulated.

Tha banefits in terms of incressed salas, commnity avereness and
customer service should be estissted.

The benefits to the business should be groater thaa the coeste.

Once a declsion is made to undertake an ADVERTLIIING AND IROMOTION caspaign
a datailed plan is prepared.

An ADVEKTESTHG OR PROMOTION plan should answer the foilssize queziions:
= What are the gozls of the programme?

- How much will it coat?

« Hill it incroase calesi

-  Will it setve the busiress in other vaya?

- 13 the bepefit to the btusiness worth the cost?

- Who do we hope to veach?

- What method will we uge?

- Whset is the plan?



Praparing cn Advertisemant, Handbill, Circular or Poster

A standerd advertisement suitable for placing in the newspaper, distributing
cr poster display has three wajor parts:

Headline: 7o attract tha customers' attentior and give the theme of the
promotion. Eramples of a fiesdline are:

BALE!! or RARCLRARANCEARR
Body: To give datails of ths product er service. The body oust
jnclude the name, address and location of the businees.
Cloge: To tempt and challenge the customer. Exaxples of a dramstic

close are:

BUY NOW or While Supplies Laat

Examples of successful advartisements are:

=  FRASERS

ﬁ

YOUR PRIENGLY SUPERIAARNEY WHETRE
VALUES ARHK N{@{# ‘;'AMD LTI ARG

Headline

WE OGFER YOU A COMPANREHIVE RANGE CF

Body GROCERIES AND HOWW@M& AT URBEATARLE

3 JOIN THE HIONEY SAVERS —~ SHOPAT

U vie havs 1o @ cter. o wio e FRASERS! ‘
walatin icoss Station Rund.

Gaborene

N Leacson R, SOy us e, T2 ONIVE




DEMOMSTRATION EXERCISE 1

An advertisement in the weekly paper will cost P 50.00. The Manager of =
cosmatics believes his profits will increase by the foilowing as a direct

result of the advertisemant: Week ' Incresse in Profit
1 P 20
2 P 30
3 P 20
b P 10
5 and later PO

Should ha place the advcrtisement?

ANSUER TEY/Demonstration Busvcige 1

The total coat of tha advertisemnnt is P 50.00

The beanfit received from it is the total

sddicional profit received by the businaes P £0.00

The banufit racelved is grester then the cost tovolved - thsrefore yes, he:
should place tha advercisamant. '

DEMONSTRATION EXERCISE ¢

A Shopkeeper hes just purchased a large quantity of sueats from a vholecaler
at a favoureble price. He wents to maka hig principsl customera (school
children) sware of the naw stocks and plens to advertise in tha waekly
newspaper.  Should he do so?

ARSWER FEY/Demomatration Exercise 2

Bin primcipal mavkat target ave children, most of vhom do not purchase or
read the paper. Therefore he ghould pot sdvertise in the papar.

An slteraative would be to place signo near the school of ohop advertising

the gweats, or to tell one or two children sbhout the new stock knowing they

will ealk to their friends. }G\
ADS



CHECKLIST FOR OO e ———————

CHECKLIST FOR COMPLETION — ADVERTISING AND PROMOTION

Basic Knowledge
What is ADVERTISING AND PROMOTION?

What is the main objective of
ADVERTISING AND PROMOTION?

Are thzre other reasons to
advertisa?

What are some of the vays we
can promote a business?

How do we plan and ADVERTISING or
PROMOTION programme?

Is there a standard way to prepare

a handbill, sign or advertisemant?

;gglmn:ation

The client should:

The practice of informing the
public about the business so that
salas will incrcase and the business
grow.

To increase ssles.

Yes. For exzuple we might
advertise to clear »ld, slov moving

or outdated stock.

Newspaper advertisemasts, handbillsa,
posters and signs, gycnsoring
comunity activities, involvément
in community cffairs.

We must consider what s the goal
of the prograume. Who do wa want
to reach? The Coat. Ths benefit.
The method available. The beast
method for our goal and target.

Yas, u normal advertising format
hes a headline, a tody and a close.

- Using the guidelines oa ADVERTISING AND PROMOTION to plan a programme to
increase sales to solve a business problem.

- Using some forms of ADVERTISING or PROMOTION in his business.
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1)

2)

3)

4)

5)

Dusiness Skills/Harksting

ADVERTISING AND PRCMOTION - ADVISER'S GUIDE

_Take ' the client outside her shop, and ashk hez to look around at her own
" sad at any other shops that are in sight. Yhich shop is the most

intuentiuz and attractive to lcok at?  1Is it also the onmc that does
tha most business, 2ud if ic is not yout ciient's shop, waat car she do
to meka her own shop wore attractive? '

If {a the course of your other sdvice you beva raﬁoﬁ;ﬁsnﬂed ths {atro-
duction ¢f & naw product.‘ a clearavce sals of ercess stock or smy othar
change, ask tho cuent how her customsrs will hesr about it. TPoint out
that if the only psople to heaw ubouc 2 price mdu-':ion arg those wio nk
the price of the product, no noa customsrs for that- i!:u: will be attracted.

Discuss with tho chenc how customers ghould be infomd ebout sthe
proposad changs, of m:,r other sclected featurs of tho tusinssa. Discuss
whether it is noceseary for customars to know about it bafors chey entor. . ’
the shop, as goon ag¢ they entar the shop ot only vbe*\ thay look for the
item in queation. It miy be neceessary to lttrnct then fyom am‘.side,
jatereat them cnce they enter the shcp and then to lud their syess to the
product itealf once theiv interest il arxouzed. '

Help tha client to desfgn and produce a simple postar i:rom:iu e
specific product or service. Help her teo digpley it in o cniubld
place, but do not either prepare or display it for har., Atk her to
record any extra business rasulting from the poutor; and return and
discuss results. ZHemembar that a small succass of this soxt will give
the client confidence in other advice which may not "pay off" so quickly.

Stross that promotion is not a "one off" activity but must be continuous.

Davelop a programe of (ivertisement and promotion that can make your
client's busineas a focus of attention and interest all the time.

N e
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2)

3)

4)

5)

Businesa Skilla/Harketing

ADVERTISING AND PROMOTION - INSTRUCTOR'S GUIDE

XTI N\ RS L LI S e

Discuss what advertising is and what effects it can have on businesses,
customers ard the ecoromy in general. Trainoes may hava negstivs
impressions about advertising. Show how good responsibls advertising
inforus pecple sbout new products, helps businesses to eall them and,
particularly for locally produced goods, halps factorias to employ mors
people by producing them.

Stresa that the list of questions about advertising must be conaidered
before the sctual advertigement is designed. Most sdvertising is wasted
bacause advertisers fail to think about who they want to reach and vhat
they want to tell them.

Agk trainees to suggest as many differant kinds of sdvertising &s they
cen, which are available to typicsl clieats. Encourage them to include
printed toe-chirts, give away balloons, entries in local races and other
unusual ideas, as well as posters, leaflets &nd newspaper zdvertigumante.
Summarise the advantages and disadvantages of each type. Ask treinces
to suggest an appropriate mathod for specific advertiging tasks.

Ask trainees individually or in groups to prepare outline promotion plans
to achieve typical client objectives and ask them to prepare, display apd
explain the reasoning behind sample posters, newsp&per anuouncements or
other advertisements. Stress that advertising need not be expensive or
prepared by specialists. They ghould help thair clients to produce neat
and useful posters, leaflots and so on, using local printars or by
preparing them themselves.

Take trainees briefly through a streat near tha clagsroom, ask them to
look through the window if it looks on to 2 comnercial area or ask them
to glance quickly through a copy of the iocal newspeper. Which adver-
tisemonts did they vee and remember, and which are likely to lead them
to buy nmthing? YWhy, and how can their clients achieve the same

posicive results?

9’(9’ AP7



EXPRCISE/ADVERTISING AND PROMOTION

Mzll Pashions for Men hes an overstock of shirts that have been selling
slowly, and the owner has decided to lower the prices in order to reduce
stocks. The shop also has a new line of suits and sports costs that they
want to inform the public about. The owner would algo like to increase his
inventory of mens trousers. Dnfortunately he does not have enough money for
trousere having just bought the new 1ine of suits and sports coato. The
owner feels that a progrsmme of newspaper advertisements and handbills
distrituted in the Mall will help him solve all of the problems indicated
above.

Instructions: Prepare a plan of a suitable advertising programne for the
‘oumer of Mall Fashions for Men including designs for the
advertisements for the mewspaper ard for the handbills.



ANSYER KEY/ADVERTISING AND PRONITION

Note thie is one of many possible solutions.

What are the goals of the programme?

- To clear old stock. To inform the public of new stock. To raise monay
+s purchase new stock. To avoid the trouble and expense of getting a
loan.

Will it increase sales?
-  Yeg, when the public haars of the new stock and the reduced prices on old
stock eales will increase.

Will it serve the busineas in other ways?
-  Yes, old stock will be cleared, providing space for new stock and cash
to purchase new stock with. The costs of a bank loan will be avoided.

Is the benefit worth the coat?

- Yes. Sales should increase significsntly when old custcmers hear of cur
sale and nev stocks and wheon new customers heax of us for the first tims.
New stocks of trousers will follow the sale with more profits from their
sale. The cost of loan interest will be saved.

Who do we hope to reach?
-  Faahion conscious young mea who work in the civil service and businessea
in Gaborone or who come to Gaborone to shop.

What method will we use?
- Advertisemsnts in the néwspaper supported by handbills digtributed in the
Mall in Gaborone.

What is the plan?

- Using the method above place adds in the paper twice a week for the two
weeks before payday and the two weeks after payday. Distribute hanibills
to shoppers in the Mall evezy day for a week before and & veck following

payday.

oa’l‘f



The following advertisement will be placed in the newnpaper.":

MALL FASHIONS New Stock has
arrived and the old stock is
i§a4§h A1l shirts less

purchase of a new
suit or sports coat. WHILE

THEY LAST. Mall Fashions,
The Mall, Gaborone.

The following handbill will be distributed on the Mall:

AP10



Ruginges Skille/Management

CREDIT MANAGEMENT

WAY IS IT IMPORTANT TO MANHAGE CHEDIT?

Can increased sales due to credit result in reduced profits because the cradit
sales become bad debts?

Has the business any way of controlling the amount of credit given to each
customer or in total?

1s the business ever unable to buy new stocks becauss too much money is tied
up in credit to cuatomers?

WHAT IS CREDIT MANAGEMENT?

CREDIT MANAGEMENT is the development of a credit policy and the manigemnnt
decisions made to control and direct credit according to that policy.

HOW IS CREDIT MANAGED?

The :irst step in CREDIT MANAGEMENT is to determine the goals of a credit
programma, A credit policy ghould accomplich the following goals:
- Increase sales and profits.

- Satisfy customer needs and wants.

Credit and a credit policy can help accomplish these goals because:
= Credit tuilds customer loyalty.
-  Customers like credit and will ‘shop et a business which gives credit.

-  Credit is convenient for customers; especially those who do not receive

regular incomes such as farmers.
- Credit makee it easier to buy more.

-  Competition between businesses often makes this service necsssary.
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Credit helps pecple manage finances, egpecinlly those who have occasional
big expenaes guch as gchool feeca or funerals.

However, the following expenses musf be considered when developing a credit

programaue:

Expensce involved in mair<ecining recordas.

Lost interest., Money “tied up" in credit cannot be earning interest.
Bad debts.

Additional time spent by management and clerical staff.

More complex management.

Raduced cach availsble for stock purchase, hence less stock.

Reduced cash available for stock purchase, hence interest expense for

w

loans,

The type of busineas and the nature of the products sold will often determine

the appropriateness of giving credit. The nature of the goods is an
important factor: ’

Large, valuable items such as furniture and appliances that often could
net be purchased if cash was required and that can be reclaimed if not
paif for are more often sold on credit than:

Food and grocery items that are consumed quickly and require little
money in the first place.

Some items such as liquor are best sold for cash only as the memory of
the obligation to pay is often forgotten by the time the product is
finished.

When the owner has considered these factors he should then determine a credit
policy:

that limits credit to a fixed percentage of sales, or

that limits credit given to customers to an amount equal to that received

from suppliers, or
that fixes total credit at a set amount, or

that restricts credit to certain goods such as basic foodstuffs and
excludes such things as tobacco and liquor, or

A
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-~  thet the business gives no credit, or

= conmbines several of_theae.

1f it has been determiced that the business will give credit it then becomes
necessary to determine how to allocate credit. A good manager should not
give credit facilities to anyome who asks. He should £ind out enough
information to make a good decisiom. The following should be considered:

Character: What is the reputation of the cugtorez? I8 he known to
manage his personal finemcial affairs well, indicacing he will
pay back the "loaun" given to him from the shopkeeper? A
person's reputation in the village can be detesmined by talking
to other business people whom the applicant listo as

references.

Capacity: 1s he or she able to pay back tha amwount bought on credit?
Do they heve a job or other uoang of support? Or are they
not able to repay the business?

Capital: Does the dsbtor have property or assets that wiil allow
Lapita’
payment if it is not otherwise received?

With these characteristics in mind the manager may prepare a 1ist of questions
for the potential credit customer such as:

- Do you hsve a full-time job or other source of income?

- Do you own a heuge, cattle, land or other assats?

-  How long have yuu lived in this village?

- Are you married?

-~ Do you have a fanily?

"= Do you have a bank account?

- Do you receive credit from others in the area?

The amount of credit granted can be based on the number of favourable answers

to the above or similar questions.

Once it has been decided to cxtend credit to a customer, the limits on the
amount of credit should be established and explained to the customer. The
credit limit should state:

cM3
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The amount of credit allowed.

The pericd it may remain cutstanding.

How often a payment must be made.

The type or range of goods or services that may be bought on credit.
What action will be taken in case of default by the credit custozer.

credit policy should plan on the action to be taken in the case of bad

debts. Tie owner can:

Send an infermal note to the customer as scom as the debt is overdue.
Telephone him to remind him payment is due.
Speak to him when ts is iu the business and ask him to pay his debt.

Write a formal letter telling him payment must be recaived or legal
action will be taeken.

Refer the matter to local authorities,

Refer the matter o & lauy.r for collection.

beat mothod of avoiding bad debts is:

Keep good records and reviev them often 30 that the maneger is aware
of the credit situation.

Limit the amouut of time the custcmer has to pay and remind him of the
debt as soon ae the time limit is exceeded.

Select credit customers carefully.

Take immediate action as soon as the debt is overdue.
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DEIESNPATION SAERCISE 1

the Meorger of & tusiaaze deturnioes hie credic cutstanding hased on seppiier
cradit yramesl. The totel azsumt cwizg to suppliers at the end of each month

dueing the provious yasr west doath Bupplicr Credit
Jeraary ? 23
Fabrucry 4
March ' 77
April 108
Msy 133
June ' 155
July ' 140
August 157
Sapconher , : 170
October 177
Hoveaber 17%
Decembar 180

The evedis policy in to gramt credit up to an aawunt equal to totsl cradic
roceived. Ths eseai cradfit oo Le grantud €O CUATOURTE will ba allocscad
besed on the sxador of satisfectory applicants.

fe ig soricizazed that coly Tw0 coatoRers will ueﬂ,mﬂémm:ﬂy uaet Cho credit
srendavda gan by the teeriness.

Ingeructiong: Batsreine how much sredit to allow to tha saticipated
eredic custonars.

ABTVER KEY Bemonatvaticn trarcisa 1

The avarage asount of cvediec received fron suppliars .. the previous yoar wos
P 1,%7 divided by "2, ov shout ¥ R26 pet sooth. Tha cotal credic iimit
ghould cheeafore ba P 128 or P 63 for each of the aifgible customars.
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PROASTRATION BXERCISE 2

A cuatomar hoo sekad for a credic 1imit of P 100.06 from a shop. As part of
povmal procedura a interviev wes conducted by ths shop sssistant. The
foilcuing are the sncuwrs to tha quastions askad:

(1) Do you have & full tiwme job or other Ten, auployed by Govarmmaur
gource of imcoza?l of Botowana - GA=5.

(Z) Do you own & houss, cattlae, land or Tsury pickup 1977 model,
other nsssta? Is thora a loen out- paid P $060; ©, lcan out-
gtandivg on the assec? atending,

(3) Bou long beve you livad in this villaget 5 yaazs.

(&) D2 you luve & family? ®1fe and ome child,

(5) Do you recoive credit frem others Hoe.

in this sreal

(5) Hou old are you? 26.
(7) Do you have a bank account? No.
Ingtructionat Based on the above inzerview should credit be granted to

tha cuatowar?

AMSWER EEY/Dssonetration Euercise 2

The credit mensger first ivastigates the {nformation on the quentioncaire
to ensure it ia corract. Then he uses a system of giving points for certaln
snnuars to determing if credit ghould be given. The pointa giveu are a8

folicwa:

Question Aaswer Foints

1 Full time job or source of income i

No job or source of lncow. 0

2 Ouvn azsets frac and c.ear 2

Own assats with balaice oved 1

No apsels 0

3 10 or granater years b

$ to 9 years 1

0 o & yoars 0
Y6



stion Answer Pointc

I’y Yea 1
No 0
5 Yes 1
Ho (v}
6 30 oz older 1
under 30 (]
7 Iss 1
No (o]

Using the point oystem the customer recived 5 points.

L
The atandard for granting credit used by the huaipess 1us
Points Credit Given
(v No credit giveu
4~6 P 50.00 crodit limic; payuble zonthly
7-8 P 100.00 credit limic; payable monthly

Therefors, the credli: sanager should grant a credit limit of P 30.00 to the
customsr,

v
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CHYCTLEST WR CRRPLETION - CREDIT MARAGEMENT

Basic Koowladge
what is CREDIT MANACEMENT?

Can uncontrolled credit rsduce
profits? ’

what ia & credit policy?

What is the credit limit?

How can a business determine who
sbould be their cradit cugstomers?

VYhat are bad debts?

Management decisions based on credit
policy to contral credit so that it
gerves ths btusinsss.

Yoo, crodit thot becomas bad debts
may incrasie sales ut raduce
prot_lm when thase salac are not
paid for. e

3ad debts nrean foods are not paid
for so less cesh 1s svslilable to
purchass stack.

Credit policy is ths ot of
standards developad by tha rusinnso
to gulde tka tuslusce in waking
crodit munapesant daclnions.

The ¢. .4it poilcy should state total
amsunt of credit the asiness will
give and ths maximun aliowad each
credit customer.

Determina if the businaes should
give credit.

Datermina the limit to be given in
total and to sach credit custemsr.
Assass the charzcter or reputstion
of tha potantial credit custousr.
Deternina the spplicaat’s unapacity
to pay.

petercine if he hae adequate capital
that can be used to repay the debt
if he does not pay willingly.

Credit that the businass has allowed
but baen unable to collect.

“
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How cin e business avold bad debts? - Belact credit customers csrefully.

- Kaep good credit recovds and roview
them often.

-~ Take ismediate action whea crzdit
becomes overdua.

glmtntion
The client should:

Keep debtors records and set a8 1imlt for esch credit custower.
Devalop & credit policy. '
Use the credit policy to control and direct credit.

Take action to recover bad debts and overdue credit.

CH9
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Bueingas Skilla/Management

CREDIT MANAGEMENT - ADVISER'S GUIDZ

The client should be keeping a correct debtors record, entering cvery
credit sale when it is wade and cnlcul.atina ¢he balance due at once.
Strogs that it is only posgible to mannge credit effectively {f the
dsbtors racord is correctly kopt. If tha client fully wnderstands
and applies correct CREDIT MANAGEMENT wmethods he will ranIiu the
value of keeping the debiors record.

Your clisut mey be givisg credit more or less at reudom, oF

uhenevar o customer demande lv and he doas uot have u gond vesson for
ot allowing jit. Analyse the debtors record and ooy ow thle ean lead
to an excessive smount of moaey baing Nedad up" in leans to CUSLOLSRS,
and te bad debts. Stress that as & buginess expands the fenaget Tint
have zuleg in crdar to mske declsicos correctly.

1f money ia "leat" tc custossts on crodit, it cannot be used to Wy

stock. Ask the client to describe how he deciden Wliat geods to Buy for
stock, and how much. Very few busincss peopls Baly ney stocis yw_it!wut
thinking carefuily abost ¢hotber they will sell, and st what profit,

In the oame way, decisions to sell ea crodit mist be Bum ont

- The alternative usss of the muney to be “yant" in this way.
- The possibility that thé customer will aot repsy.

- The ponuibih:y that the customer will Loy less or mot at all if he
- ig not given credit, and the loss of profit this might lead to.

The client may not be able to atste the principal on which he grants
credit but may nevertheless have some set of iniormal standerds. Ask
him about individual credit decisioms, and if he does appear to be
working on the basis of gome sort of rules, help him to build on this in
order to have a more conprehenaive CREDIT MANAGEMERT pulicy.

Clients often feel they have to give credit, particularly to friends or
relatives, because refusal would be a peraonal insult., Stre - thsu it

;ﬁ,ﬁ’ CcM10
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is sasisr for the client to say “mo" if he can refer to 4 set of
srsvderds wideh hs must obey. Cloarly the client's persenal kncerlzdge
of thoe custemry F9 the uwost vital part of the davision vhether to grant
credie or wob, btut clfeats wwoz be careful ok to confuse friendghip
st sgprovel uf credit., Thay ghould try to be sericter on credit
appiications from frionds then from stracgers, if culy bacavae later
disputss cen dastroy fetondodipe very guickly. '

If ths client is mot g,i ving ceadit at ail, chera map, or may mot bs
good rassons for this poliey. Eazuiue ths ssles vecord ant tho ameunt
of Einance svallable. I the typa of goods and thu custowsrs are duch
chat credit wwuld protably lmevcace 2alse and gsrmﬁtnp ed tha elieat
cen sEford the fimsave Lo offer somd credft, Bolp tha elinat graiusily
bo introduce etedit ssles. Yo wey Ba sallieg WL;H? £¢* LED) juat
hetauee hs 4 acoxed of offecing ctadzi:.

If ths client appests unible to meusge ceaddt propurly, of the type of
bustnuse and its costomers are such that cradit £ sot spyropriats, help
the client to cppraciate thet he would waks moge profit by uot #elling

on cradit. Discusa and egree on & progeemkt 6 facovering all out=
seandiny debio aed elladnetisg credit zales. Ik mf;* b aﬁ%@&obr{age

to avoid custonay dtesasiufection by offering dofw sthot fers of
premotion, tuch et a temporacy price reductioa to ’Wmatiz wu'“ the
paricd off chinga.

Noerly &1l Lusinusoss which sell on cradit heve gowe slow payicg
customsrs who have cwed unney for a leng paried. Idaocify thusa from

. tha debtors record apd discuas ekch with the cliants; Btress that

effective CREDIT MANAGEMENT such as you are nouw Lwlping himw to iuntvoduce
will help to aveid such problems in the futura. Dincuas exl agree on &
programme to recover long outstanding dobta and thus to "elean up“ ﬂu
debtors liat.
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5)

Buainges Skills/Management

CREDIT MANAGEMEN: - INSWYBUCTOR'S GUIDE

Stress that as with other munagemant topics, CREDIT MANAGEMENY dependa
on good recoxds. Treinees, and their clients, must be fully familiar
with how to keep & correct racord of what is owing to the business, in
order to be able to manage crudit sales in the interasts of the business.

Ensure that trainees are not confused by the terms “CREDLT MANAGEMENT"
and "debtors”. The terms ave unimportant, whei they and thair clients
are concerpad sbout is the mansgemont of money rhat is owed to the
business by its customers,

Trainees may feel that a ranking system with scorese for various snswers
is too rigid for the very personal decisions whethar or not to extend
credit to & perticular ivdividual. Strees that although clients may not
actually use a system such as_is demonstrated-in the execrcise, they must
try to some extent to "depersonalise" the decision. This will enable
their clients to be more objective when making the decision, and will
also allow them to have an excuse for havivg to 827 no.

CHEDIT MANAGEMENT seems to involve fairly simple decleiona. Should
this customer be allowed to buy on credit?  Ask trainees to identify
all the factors that must be taken into account when making euch a
decision. Demonstrate that it is impossible to make the decision
properly on every occasion unless some standards and rules have been
set.

Ensure that trainees appreciate the necessity for correct arithastic
when recording credit sales. After completicg the exercises, ask
trainees to suggest further problems from their owm personal experience.
Discuss the difficulty of refusing credit to relatives and friends,
Show that a firm "no" at the beginning i3 less painful for the business
and the ralationship than a prolonged dispute over ar outstanding debt
which never ouzht to have been allowed in the first place,

,\ ﬁﬂlz
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KXERCISE/CREDIT MANAGEMENT 1 TO 4

Peters Pluvbing Supplics hae a number of credit customers. The debtors
records of Paters Plumbing Supplies are attached.

Instructions: Use the debtors racerds of Peters Plumbing Supplies to
complete the folldwing exercises.

Exercise 1

Peter is preparing end-of-year final accounts. He neads to know the total
asount owed by all his debtors on 3lst December. Calculate the amount cued
Peters Plumbing Supplies on 31st Decamber.

Exercise 2

Pater wighes fo buy more stock. He does not heve encugh maney to buy the
atock ke needs. He has been refused a bank losn., Bremine Petar's debtors
records and recommend a solution to Peter's cash shortac.

Exercise 3

Petar realises that he needs to establish a credit policy. He is woneidering
gaveral things to include in his sat of credit standzxds iuncluding the
following:

- Limit the gmount of credit given each cuatomer.

- Sat & date vhen all accounts must be settled, perhaps the 15tk of
the month.

-~ Limit the amount of time an account can remain cutatanding, perhaps
30 daya.

Based on your aralysis of Poter's dobtors records which standards above do
you recommind Peter include in his credit prelicy?

Exercise &4

Explain why you have wade each of the recommendations you made in answering
Exercise 3.



DEBTORS RECORD

NAME: David CREL'IT LIMIT:
r.0. Box 4, PAYMENT DATE:
Behela. GICNATDRE S

by Ax;ﬁxlr:r BALAKCE | DRPOSIT
DATE | DESCRIPTION

P t hid t P t P t
20 Nov | Goods 270} 00 270 { 00
3 Dsc | Goods 130 | 00 400 | 00
9 Dac | Gaods 50 | 00 . 450 00
21 Dec | Gocds 180 | 0O 630} 00
10 Jan | Goods 170 | 0O 800 | 00
25 Jan | Goods 220 | 00 1,020 | 00
1 Peb | Gooda 400 | 00 1,420 | 00

!
DEBTORS RECORD

NAME: John CREDIT LIMIT:
P.0. Box No. 6, PAYMENT DAIR:
Mogoditshana. SICNATURE ;

TOTAL AMCUNT

BALANCE | DEPOSIT

DATE | pEScRIpTION | SALES | PAID

P t P t P t P t
11 Nov | Goods 100 | 00 100 | 00
30 Nov Payment. 100 | 00 0 i 00.
11 Dec | Goods 230 | 00 230100
30 Dec Payment 150 } 0O 80 | 00
15 Jan | Gocds 110 | 00 190 | CO
28 Jan Payment 100 | 00 90 | 00
6 Feb | Goods 140 | €0 230 | 00

™14

piy



D¥7TORS RECORD

NAME: Edwarxd CREDIT LIMIT:
?.0. Box No. 5, PAYMENT DATE:
o“il
SIGNATURE:
gg{g AMOUNT | pALANCE | DEPOSIT
DAE | DESCRIPTION
P t P t P t P t
25 Nov | Goods 220 | 00 220 | 00
2 Dec Payment 1501 00 70 ] 00
24 Dec | Goods 20|00 90| 00
2 Jan Payment 100 | 00 10| 00
DEBTORS RECORD
NAME: Andrew CREDIT LIMIT:
P.0. Box No. 1, PATMENT DATE:
Tlokweng. SICNATURE :
TOTAL AMOUNT
BALANCE | DEPOSIT
DATE | DEscrrprion | SALES | PAID
P t P t P t P t
2 Nov | Goods 180 | 00 180 | 00
8 Nov Payment 150 | GO 3000
4 Dec | Goods 140 | 00 170 | 00
15 Dec | Goods 120 | 00 290 | 00
27 Dec Payrent 100 | 00 190 | 00
29 Dec Payment 100 | 00 90 | 00
8 Jan | Goods 220 | 00 310 j G0
16 Jan | Gueods 600 | 00 910 | 00
29 Jan Payment 100 | 00 810 j 00 .
9 Feb | Goods 30 | 20 840 | 00 |
}




DEBTORS RECORD

NAME: Benjamin CREDIT LIMIT:
P.0. Box No. 2, PAYMENT DATE:
Gaborone. SIGNATURE
TOTAL | AMOUNT | ;
BALANCE | DEPOSIT
DATE | DESCRIPTION | SALES | PADD
P t P t P t P t
3 Nov | Goode 260 | 00 260 00
29 Nov Payuent 260| 00 0} Q0
25 Dec | Goods 130{ 00 130 | GO
18 Jan | Goods 3501 00 480 | 00
30 Jan Payzent 350} 60 130| 00
DEBTORS RECORD
NAME: Christopher CREDIT LIMIT:
P.0. Box No. 3, PAYMENT DATE:
Gabane SIGNATURE:
1
TOTAL | AMOUNT
BALANCE DEPOSIT
DATE |pEscmiprron | SALES | PATD
P t Pt P t P t
15 Nov | Goods 130 00 : 130160
28 Nov Payment 130 | 00 0|00
7 Dec | Goods 310} 00 310 00
20 Dec | Goods 280 | 00 5G| 00
27 Dec Payment 300 | 0O 290 | 00
16 Jan | Goods 700 | GO 990 | 00
30 Jan Payment 200 | 0O 790 | 00
10 Feb | Goods 170 | 00 960 ! 00

Qile
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ANSWER EKRY/CREDIT MANAGEMENT 1 O 4

Exarcise 1

Peter's customars owed the business P 1,310.00 on 31s¢ Dacember.

Exercise 2

Pater would not have a cash problea if he limired che smouut of cush he has
"gied up" in cutstacding cradit. Even though the smount of credit out-
standing is an assat it is not an asset the owner can use to buy wmore stock.
Bank loans ave coftly and can bs difficult to obtais,

Recommendation: Peter should wake an effort to collesct ocutatanding cradir,
‘The voney he receives con ba used to buy more stock,
Excess credit outstanding asd oo credit policy may be tha
roagons he was refused a bank loan.

Exerciss 3

Petez's credit policy should include:
-  Limit the smount of credit given each customar.
-~ Limit the smount of tims an account can remain outstanding.

Exercige 4

An examination of the debtors records shows that Peter should iimit credit

to each cuatcmer bocauga:

- Three of his custovers, Andred, Christopher and David, (50%) tave
,congiderable amounts ocutstanding.

~ All three have haed their accounts outstanding for several menths.

- Two of them, Andrew and pDavid, have never clesred cheir sccounts.

Peter should limit the amcunt of time an account can remsin outatanding

bacause?

- Customer David has never made any payment in a period of almoat

three wontha.

« The longer an account remains outstanding the more danger that it

will becoma a bad debt.
oM17
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Buetinesn Skills/Mzmajement

PROYFIT AND 1L0SS STATEMEWT ANALYSIS

WHY FNALYSE THE PROFIT AND 10SS STATEMERT?

Can the manager determine if his tasiness is {mproving from yesr to year?

Does the business owner feel there are problems with his business that hs
connot identify?

Does the business ownar fool chat bis businsse is not doing &s well as other
similar busineusas?

Could the business declime or fall bacsusc seriocus problems are oot identified
bafore tbey seriously damege the businsss?

WHAT IS PRONIT AND LOSS STATEMEWT ANALYSIS?

PROFIT AND LOSS STATEMEWT ABALYSLS is & metbod of wessuring tha progTese or
pacformance of a business by comparing the results of Businass activity with
both historical and projected rezults.

EOW IS THE PROFIT AND LOSS STATEMENT ARALYSED?

Analysis of a Profit and Loss Statement iavolves:
= Comparison
- lavestigation

The results of the investigation should be folloued by managewent decislons
and action, based on the rasults of the {nvestigacion.

The results of the business 13 shown on the Profic and Loss Statemunt can be
compared againat:

g.c“b PAl



Experienca and The exparienced mensger ic eware of Profit and Loss

Koovledge ' Statement relationships. He will recognise an important
change ané have an idea of the cause and action to be
taken. Although this method is very subjective it is
very valuable.

GCoals and Budgets The results can be compared against the expected results
_as projected by the owmer or manager.

History of Businesses often perform in a consistent and. predictable

the Business way over time. Changas from this normal pattern should

be investigated.

Parformance Information on mamufacturers is availeble from the Rural
gs.:::i::: Industrial Officer to show how average business is

progressing. A business can compare itself against
other similar businesses.

7he most ugseful method of comparison is for the businass owner to compare his
current results with the previous period or with his expectations.

When comparing results both the actual smount of the change and ths percentage
change sbould b nored.

This is done by comparing each line of the Profit and Loss Statewant against
the previous period or budget (known as the base because we are comparing
against it).

Determine the amount of the change.

Datermina whather or not the change is an increase or decrease.

Determine the percentage change.

Tha information should then be examined to identify largs or significant

changss.

PA2



Large or significant changes should then be investigated by asking the
following questions:
= Whet is happening?
- Why is it happening?
- Is the change positive or negative?’
- Can the situation be controlled?
. =  Yhat change should be made?
- Will this change affect other aspects of t:he buaincu? .

The busine2ss cwner must then take action based on his PROFIT AND LOSS
STATEMENT ANALYSIS.

DEMONSTRATION EXERCISE 1

John's Butchery has been in business for two yutn‘ now. ne' has just prepared
the Profit and Loss Statement for the second year. He wishes to analyse the
statements to judge the perfomncd of his business. The Profit and Loss
Statements are as follows: ‘

Year 1 Year 2
Sales P 6,500 P 7,200
Cost of Sales : 5,200 5,760
Gross Profit 1,300 . 1,440
Expenses 500
Net Profit 800 840
Drawings . 400
Reinvested Profits P 400 F 340
- — —
Instruction: Using the chunge and percentage change method, compare the

two Profit and Loss Statements. Has John improved the
performance of his business in year two? Which szcounts
should he investigate?

M
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ANSWER m[nmnstntion Exercice 1

Year 1 Year 2 Change & Change
Sales P 6,500 P 7,200 700 11%
Cost of Sales 5,200 5,780 560 + 11%
Gross Prefit 1,300 1,440 140 + 112
Expenses 500 600 100 + 202
Net Frofit 800 840 40 4+ ST
Dravicge : 400 s00 100 25%
Reinvasted Profit P 400 P 340 - 60 - 15%

- L] : E—

Although John made a alightly larger profit in year two the amount of incroase
was Dot as great as the increase in sales. Sales, cost of salas and gross
profic all increased at the same percentage rate (11%), but expenses increcsed
at & frater rate. Expenses should bu investigated. Drawings also increased
more rapidly than sales, and should be investigeted as well.
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DEMONSTSATION EXERCISE 2

A snail chop has just received details of its first month of operation. On
galag of ? 1,000 the net profit was P 100. After examiring the results the
Managar feals the profit can be increased by decreasing miscellaneous expenses
(yardwork and cleanup) by having an employee perform these tasks. Because
the shup is new he feels it is too early to attempt an increase in sales or
hire 2 new employee. The following budget is prepared for June.

Actual Results -~ May Expected Results = June
Sales P 1,000 ' P 1,000
Cost of Goods 800 800
Groag Profit P 200 P 200
Wages 50 Lb)
Misc. Expanses 30 16
Suppiies 20 20
Total Expenses 100 : 80
Net Profit P 100 P 120
* ——" . —-—t

In this cace the budget called for a decresse in miscellaneocus expenses by
P 20. If all other smounts remain the same, the profit should increase by
P 20. )

The June operating results wera roceived and showed the following:

Junse - Actual June - Budget Difference
Szles P 1,000 ) P 1,000 PO
Cost of Goods 800 800 0
Gross Profit P 200 P 200 P O
Uages 60 50 10
Misc. Expenses 40 10 30
Supplies 20 20 0
Totzl Expenses 120 80 40
Het Profit P 80 P 120 - P &0
Inctructions: Compare the June results with the June budget and note which
areas should be investigated. Suggest some possible qq
reasons for the differences. 3‘
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ANSWER EEY/Dewopstration Exerclac 2

After the Juns operating results have been received & review can ba made.
The two diffarsnces are in wages and miscellanecus £xpenses. The Maoager
racalls that the employes had to work e weckend in order to unlozd vew stock
from the cwner's vehicle and that axplains the T 10 differeacs.

Av Ezample of an Inveatigation:

The Manager caunot determine why the miscallensous aexpenses would have
{neveased over the previous month se the employes is now doing the cleaning

of the yavd. After reviewing the cash book he finds that monsy he suthoriged
to be tcokea froa the cash box for schsol feez for his daughter was srronwously
chargod to miscellangous expansas. fe corrects the cash box to show the
disburzoment ss a parsonal drawing.

The Angwer:
- Compared the actual results ageinst the budget.
- Avalysed significent differances.
- Took sction whare sppropriate to:

(¢) Correct ths rocords te reflect an increass in drawings aund a
decrease in expessas.

(b) Scheduled his purchasing to reduce th need for weekand overtime.

9‘
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RATIO ANALYSIS

A tatin ie simply one number expressed in terms of anothar. It is found by
dividing the base into the number. A ratio focuses attention on significant
relatioaships in the Profit and Loss Statement. Three common raios uged to

anslyae profitabllity ave:

Croegs Profis Ratio = Groea Profit ¢ Sales.
The groes profit ratio is important in that it
expreasen the ratio of revenue of a buginess that
is left after paying for the goods purchased and
solq. This informrtion is usefnl to the wanager

in hia analyeia of mevlkups and turnover.

Het Profit Ratio »  Net Profit ¢ Sulec.
The net profit rativ gives the bLusiness sansger a
picture of the emount of each Pula of ecales that
15 laft aftar all expanses lave been deducted.

Bxpense Ratio e Total Expences + Sales.
The expense ratio exprzsses the total cxpenses to
gales. By comparing the expense of his busincss
to pravious pericds or to a similar buginess, the
manager can se: whather be is hkacping he is keeping
axpenses under control.

Changas in these ratios over time or differences betwaen businesses can

indicate a change in policy or focus attention om an area to be investigatad.

}t\c\ PA7



DEMONSTRATION EXERCISE

& swa)l shop hes the following Profit and Loss Statement for the mouth evded
Jarusyy 3let:

fales P 600
Cest of Goods Sold 400
Grosa Profit ' 200
Exponses 150
Net Profit P 50
U
Instructionss Calculate the gross profit, net profit and exponse retios

for the above Profit and Loss Statement.

AHSHER EEY/Demonstration Exercige

Grons Profit Ratlo = Crogs Profit 2 Sales = 200+ 600 = ,33
Waot Profit Ratio m . Net Profit ¢ Sslas = 50 ¢ 600 = .08

Expense Batio «  Expenses +88les o 1502600 = .25

PAB



CHEGXLISY FOR COMFLETION - PROFIT AND LOSS STATEMENT ANALYSIS

Basic “oowledge

How cin o wansger determine if
hias bueiness bas changed from a

previcus yeaw?

that shoold he do after analysis?

what sre owes quontions thet
ghould he agked 1f the PREOVIT AND
IN68 STATVMITT ARALYSIS ahows
sigoificant changas from previous
poriods or expected vesultol

What are the methods of comparing
Profit and Lozs Statemantal

Uhat is the difference betwesn the
chauge sivl the percentage cheagn?

Whet sre the three prinmcipal
ratios?

Ioplementation
The client should:

By apalyslng hius Profit and Loss
Statement.

Make daocilsions and take action
bassd on his avslysis.

What Is happenlng haval?

Wiy iz it heppaning?

Is the chongs positive or negative?
Can ths sftuction bo controlled?
Whet chisnga chould be made?

Will thls chunge affect othar
pepacte of tha businesal

The change oud poreantage chenge
wathod, awd the ratio easlyeis
nothod.

The chougs is thoe astusl amount of
change in Fulas. The percentage
change is thke change divided by
the base year.

Gross Frofit, Net Profic and
Expanse Ratios.

~ Compara exch Profit and Loss Statement against the previous one and

analyse changes.

20\



P2 using the profit sud loss analysis information to maka decisions
about the future of the Busineas.

Be iuvestigating significant differences when comynrihg the Profit end
Loss Statements and ratios. ' :

%%
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 Bupinese SkiZZs/L@nagement

PROFIT AND 10SS ANALYSIS —~ ADVISER'S GUIDE .

This topic should onmly be Introduced when profit and loss gtatements
zre aveilable for av loast two pericds.

Lok tha client kow che feals bar business is doing.  Her emgwer will
gtow LLat she is crwperiog ber prossnt results with soxe stondexd,
umeally lage year or last month, <r perhaps with what she expected.

Examine the most recent profit sud loss atatement and &h earlier set of
regults. Azk youe clfent to compare the various Hgﬁ:ﬂ.‘l and thov't‘iué
the diffevennes indicate whother the lusiness {s doing becter or wrse
than bafors. XF the client tes prepared sowe estimate of ‘wb.at she
rxpected, compsre “ha actual figures with this estimate, '

fBelp the client te calculate the nctual diffefancu; Show that
Iacrerses ia sxles or prufits show progross, ard Incraucas In cxpenses
cer be z oign Chat the businers is not doing uo'wll. Cmput. L
resulss of the cooparigen with the client’s oris,inal comsgst on thm
conditisn of cha businsces, oud discuss eny differences.

Ask your elieut o éxplain ony major changes between the results for the
tus periods.  She may mention the weather, the effect of competizion or
the results of cove chsnge she introduced ia the business.  Isclate any
importent chenges which she cacnot explain, and ask her zo cxsnine thom
latez und to ettempt to find out what caused thew. Ensure that an
approuimate allowance ie wrde for inflation when comparing the two sets
of figures.

If the cliant cau g¥aap perc-mteges, show that it is not enough to
calculate whether mlés and expenses have gone up or down, and by how
much., If seles have gone up by a large amount, expenses can be
expected to hove incressed as wall. The percentzge is A better indi-
cetor of good or “ad resnlts than the amount of the difference.

%D'b PA1l
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" Calculate the percentage differences. Agk your client to explain

pignificant changes. Stress throughout that the bagic records frowm
uh;eh'thn figuTes are tokzn muct bs correct, lMaragewant actions baced
on anaiveis of incorrect £igures can lead te even move gsarious problems.

1¢f the clieat was able to calculate snd understand percentesge changes
from one period to the mext, introduce the three ratios. Halp the
client to calculats these for the tuwo perlede vhich ava baim exxained,
and osk: her to e.xplain any wajor changes whick axe identi.iw.

PALZ
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Businessa Skille/Management

PROPIT AND 10SS ANALYSIS - INSTRUCTOR'S GUIDE

Present a simple profit and loss statement on the board and ask trainees
how well this business is doing. Discuss their snswers and show that
they sre based on sore comparison.: They may be cempering the figures
with exauples they have seen im other exerclses, or with some ideal in
their mind, Strees that any analysis must be based on»compatison.

Most clizats compare their present performance with an earlier paeriod.

Show tow = profit and loss statement can be compared with another by
weiting the figurea for an eavlier period for the same business en the
boavd begide those alrescy presented. Ask trainees to compsre the two
sets of Elgures. They should zalculate the differences between ecech
figure, and suggsst poselble wousons for the change.

Discuss reasons uby it may wot be useful to compare prasent figures with

those for an earlier perlod:

«  The business nsy have chenged a great deal botwaen the Ctwo periods

go that the cempuriton is meaningleas.

- Iuflation may make figures for esylinr periods difficult to compare

with up to date onazs.
« A new business hes no earlier results to use.

Discuss alternatives,-cuch as geals or budgets sei by ths client, or

results from other businessen if they are available.

Tntroduce the use of percentages for compsring results, and show how
these are preferable to simply calculating the differences. Introduce
the three vatios and show how these ars calculated and compared.

fosure that trainses understand and can calculate the varioua percentages
involved, and show by esample how errors in calculation can lead to

serious misjudgement.

Go through the demongtration exercise and the other exercises in goma

datsil, Show how apalysio and comparismon of reavlts must lead to action

»  PA13
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and improvexent if the effort is to be worthwhile. Stress the

importance of correct seitlmetic, both In the analygis and in the basic
records ou whick the anlaysis is bmsed. Stress that anslyals is to be
carried cut n~t for ite oun szake, But in order to indicate what action
ghould be taken. Show how a simple error of aritheetic in one of the

basic rocords can lead to sctions which may damage the businens.

Strags that it is not encugh to say “cxpenses must be reduced" ox “azles
zust be incrensed”. Co tlrough possible ways in which changes of this
sort might be achicvved; strees that improvements of this gort are the
objective of keepiung bagic records.

e par
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EXERCISE/PROFIT AND LOSS ANALYSIS 1

Business A
Year 1 Year 2
Sales - P 24,500 P 27,000
Cost of Sales 19,600 21,600
Gross Profit 4,900 5,400
Expenses 3,000 4,000
Net Profit P 1,900 P 1,400
L} T
Instructions:

Loss Statements.

ANSHER KEY/PROFIT AND LOSS ANALYSIS 1

Buginass A Year 1
Sales P 24,500
Cost of Sales 19,600
Groos Profit 4,900
Expenges 3,000
Net Profit P 1,900
EEEOGTESEINS
Rusiness B Year 1
Sales P 31,515
Cost of Sales 25,000
Grcgs Profit 6,515
Expenses 4,500
Net Profit P 2,015
ENATSS

AaSignificant Changes:
reasons for the change in:

Yesr 2

P 27,000
21,600

5,400
4,000

P 1,400

Year 2

P 37,500
30,000

7,500
5,000

P 2,500

Business A
- Expenses
- Net Profit

Business B
Year 1 Year 2
P 31,515 P 37,500
25,000 30,000
6,515 7,5¢0
4,500 5,000
P 2,015 P 2,500

Change
P 2,50
2,000

Prepare comparative financial statements for the Profit and
Identify any significant changes.

Z Change

+ 10%
+ 102

+ 10%
+ 33354

- 26%%

% Change

+ 193
+ 207

+ 152
+ 11%

+ 24%n

The businegs owner should investiage to determine the

Buginess B

Net Profit

PAl3
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SIERCIER/BEOPIY AXD LUSS AUAFYSIS 2

Year 1 Year 2

Eslos P 1,500 P 2,000
Cost of Snles 1,960 1,600
ozozs Profic 500 400
Exprusan 350 350
Mar Profle 150 30
Mravings 50 0
Reinvested Profit ?  i0D ¥ 50
THRERS T

Tastzecticnas Cenpera the informacion glven In tim w0 Profiz awd Loas

Scatomzots sbova.

réontify significoet chauges awd

disccas thoir poscilile caugen.

PLISVER REV/FEAZIT axD LGS RIALYRIS 2

Year L Yeg® 2

Saies P 1,50 ? 2,000
Coee of L2l & 1,000 1,630
Cxa: . Profic 500 400
Expmses 3% 350
Kew Profit 150 $0
Deswulsgs 30 0
Rainvasted Profit P I P %
.- -] rTe

Thy fast of Gondn Sold smount should ba investigated.

@=-1
Lomage,

P 500

53‘3 §Io §i§

{Chauge = L)
g GL .g?_-_
+ 33%
+ 60R

- 672
- i6o3
- 508

Szles incroaced by

33%, yat Cost of Snlez imcreased nearly cwice an sech {802) resiiting iv &

coneiderable drep in Gross Profiln (20%).

This may resule frow stock baiid

up, Hinging on suslen goods, peor stock record besping or a change inm the

mactap ow? priciog policy. We drcwings have bren withdriuwn from tie bucizess

in yesr two. This chaoge should be irvestigated.

PAS
2
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EXERCISE/FROFTY_AND LOSS ANALYSIS

2 weall genersl dcaler in Gaborone has the following financial information
for Jasuary and Februery:

January Fabruary

Sales P 2,000 P 2,000
Cost of Sales 1,600 1,650
Grose Profit 400 350
Expanses 309 300
Net Profit 100 50
Drawings ) 50 50
Rainvested Profits P 50 P 00
I -

Instructionst Compare the profit and loss results of tha businzes naicg
ratios and comparative Profit and Loss Statevents., What
can we ssy about the performance over thes two zomth pariod?

PAl7
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£NSYSR KXY/PEOFIT AND LOSE AYALTSIS 3

Janusry February Percentage

Asgunt  Ratio Amount Ratio  Change Change
Salas P 2,000 P 2,000 PO 0
Cost of 2zlsw 1,600 1,650 L) x
Groza Profit 406 .20 35t .18 - % - 132
Txpenses 300 .15 300 .15 0 0
Not Profic 100 .0S s .03 - 5 - %02
Drawings 50 50 0 (1)
Reinvescad Profita P 50 P 00 - P 50 - 100%

G TR L ]

3nlac 4id not change between Jarmary and Pebruary, but tha cost of thosa
asles did (shown by the lower gross profit ratio snd negative change in the
cost of salas column). This could indicate hst the average swrkup bas
dacresgad, turnover has slowed or prices need to ba adjusted.

Thz nat profit ratfo has decraased during the two menths, & downward trand

that should ba investigated. Expenss ratio and change wera unchanged,
indicating thet wanagemont has been consistent in its expense policy.

5\"3 PA18



Buyiness Skills/Mmagement

CASR YLOW

Y IS CASH FIOR IMPORTANT?

Can ths Pusiness run cut of money &nd have probless yeylag ite creditorse amd
iza spuratieg coste? .

Doas the busiuess ownsr know how tuch moory ba e likely to hive in the
tank the next vaek or month?

Can the busivass plen in advance te invest its tesporzvy surplus moncy ware
profitably then in & currgnt accouat?

Bould it Se uweful to the businszs to bs & to avoll overdrafts amd
axpenaivs borrowing by knowieg whin paciode of cash shertagee will bet

WHAT IS CASE FLOUR

CASH FLOW is the movement of cssh intc and cut of @ btusinezs. A CASH ¥LOW
prcjection identifies cash needs sud ahovs chazges in smounts of czsh
gvailable to meet those neads.

BOM CAN CASH FI1OM AMD ChS3 FLOW ASALYSIS HELP THE FUSINESS?

CASE FLIN meane, sizply, oovements of cash in and cut of an enterpriss.

A CASH FLOW PROJECTION is an orderly display or projected (pradicted) future
wovexenzs of cash.

CASH FLOW ANALYSIS is the process of studylng the CASH FLOW projection and
detsrmining the best course of action for the busgiuess to follow.

crm

3\



Cagh wvet ot ba confused with protit, Profit is the return (ur loes) altar
payment of ail costa snd axpenges including such non-cash items as
dapraciation and credit purcbases. CASH sluply vefers to wonay eaaily
svalladle for disburgement - usually held in tho form of cash or ia cthe bank
ip euenemt accounts.

The pusposz of CASA FLOW projection and apalysis 12 to dutermimz anticipaced
chunges in cesh levels, display this flow {n a logical way snd anslyse the
rasult oo that the businkas can:

(1) Uissly vze auy excsss cash (e.g. in savings daposits).

(2) Identify cash shortzges and plan how to avoid thom (a.g. vith loans,
cverdrzfts, control of ewpenses, stock purchase managemunt, credit),

(3) Display for analysis the effect of clusrnate courses of acticn.

CAST 7LOW snalysis is & technique used to manage our cash situation. It is
e decinian makiag technique. The purpose of CASH FLOW annlysis is to projest
the future situation, pimpoint problem arcas, and plan the bast courze of

pcticn.

CASH FLOW is primarily a tool for predicting and cortrolling the futurs based
on past knowledge. As a technique it hay two diseinct advautages:

{1} Simpilicicy.

(2) It is very well suited to the largely cash denlivgs of Rotswaua

buginaasmen.

This is how to prepare a CASY FLOW projqceian:

-~ Bagin from a known fixed point (Cash on Hand).
=~ Add anticipated scurces of cash incowme.

- Subtract anticipated cash experditure.

~ Datermine cash suortages or excess and plan and project the action to
be caken.

The bast indicators of future business activity are accurate records of
the past.

'5\? CF2



A typical format for a CASE FLOW otatamont is ae

Cagh Balance:

Cash Seles
Cagh Collection: from Cusioware
Other Incowa

Total Raceipts
Totul Cash In

Paynuats to Supplicrs
Npevating Expensss

Purehase of Building, Zquipment
frawvinge, Dividonds

Other Payments

Totez Cagh Qut

Cash Balance or Dafecit
Losa or Bepayment

Cash Dalapce

Important Points to lemember:

Cash is no the sems as profit.

follous:

X

Our cbjective is to idontify problem avess and "mansge' thes hefors ¢ ay

oCCur .,

Good records laad to good future projectionu.

CF3



DRSEIRA YR WIEISE )

ks
s >

kol

A smell sbop hue ¥ 50 Ao the cash box at the begimning of the woath.

Puring

che momih tho cash anfes weva P 200 aw! credit sules P 50, Tebsors paid

B 15 op mccoust, stsoch was purehaosed o P 123 il gagh, and a losn of ¥ 30

uzs pRid. Cach eapensas for the periad weve ¥ o

Inptrnationn: Propare o CASH FLOW stacemsas for che paried.

AEBLR ERY/Domonstration Bxozeins 1

¥OTE O

Caglh Belapce -~ Beginning of Hsnth

Cash Sales ® 00
Gash Collastions from Customera 235
Other Incous -

Total Recadptsa

Total Cash In

Paynsuts to Swppliers P 125
Sperating Fxpenges 20
Pucchase 92 Building, Equipment ' -
eevings, Disidonds ' -
Otbar Cash Payrente -

Total Cash Qut

Cash Balance ~ Eod of Honth
Logn or Bepaymapt

Cagh Bslsnce

4

223

.

275

CF4



DEOHSTRATEWS BXERCISE 2

The moxt wenth cssh eslea go up by P 100, credic sales incresse ¥ 1080 cash
putchuzes incresse P 100, Ho payuents wera vacsived from debtors aud losn

rTapEyaents wers not unde, Opernting expenses sent up by 10%.
ingtrecticus: taing the data in Demonstratica Exevciee 1, prepars &

CAST FLOM projectisn for tha mwath. Doas the buaintss

have epough cosh co oparate during tha wontihl

ARGHER RKEY/Desonstration Exercisa 2

Yes, the businecs hus sufficiant cash to operate during ¢ha moath. The
CASH FLOV statemeat ia3

190NTE TWO
Cesh Balance - Beginning of Month P 80
Cash Selesa P 300
Cash Collections from Custoners (v}
Total Czsh Receipts o ’ 300
Total Caoh in _ 380
Payments to Suppliers P 225
Operating Expenses : 22
Total Cash Qut . 247
Cush Balance — End of Month P 133
L
219
o) ' CF5



CASE PLOY STATEHENT

JAN FEB MAR | APR MAY J JUL AUG ERF ccT BN REC

Cash Balance

Sales, Cash

Payments on Account

Other Cash In

Total Receipts

Total Cash In

Stock Purchsges . .

Expenses

Equipment

{ Total Cash Cut

Balance or (Deficit)

Loan cr (Repayment)

Cosh Ralznce

940 q\q'




CHECYLIST FOR COMPLETION - CASH FLOW

Basic Raowledge
Wkat ip CASH FLOW?

that {s a CASH PLOYW Projection?

What is CASH FLOY Anslyeie?

Why is C4SH FLOW useful?

What is the differsnce betwasn
Cash and Profit?

What ascrt of prublaxs will
CASH FLOW ctechniques idencify?

How does a manager use this

informaiion?

What is the best source of
information that can be used
to project the future?

CASE FLOW 1y the wovement of cash
through the tusinass.

The display of predicted (projected)
wmovenanta of cash for » future
pericd,

The study of CASE FLOW Projectious
to identify prohlem areis in CASH
FLOW and planning soluticns to
these cash pxoblems.

CASH FLOW iz a menagement tool.
CASH PLOW Projections and Analyeis
are used to identify probiem sreza
so that management de~isions cam ba
takan to aveid or deel with thess
problems.

Cagh is moaey available for uaa.
Profit s the excess of revenue

QVer expenses.

A CASH FLOW Projection will identify

cash shertages 2nd cash surpluaes.

The manager can plan alternative
couraes of action such as expense
control, deferred purchasing ox
overdrafts for cash shortages.
CASH FLOW Projections for each
possible golution cau help a
manager determine the best course

of actiou.

Gocd records of past business
activity and estimates of the
future.

bﬂ c®7



Implementation

The client should:

~  Identify vhich items of income and expendituré are cash itens.

- Prepara a CASH FLOW Statement for the current period.

- Drepare & CASA FLOW Prejection for a future periocd.

- Identify cash surpluces and shortages.

« Determine an appropriata course of action to solve zny CASH FLOW problens.

-~ Prepare CASH FLOW Projections to show the effect of a management decision
to follow the course of action decided above.



1)

K3

3

4)

5)

Bueainees Skilla/Marwgement
! i

CASR_FLOW - ADVISER'S GUIOE

Your clieat is unlikely to appreciate the difference betwesn profits and
cagh, - Use the exasple of his owa businezs to demoustrate thet if bills
hod to be paid now, and custorers hod bean alloved until next month to
piy wkat they owe, that the bueiness would be bunkrupt, It will mot Le
able to pay bille that are due, aven If it is profitable on paper.

When ths client underscends the Iwpertanee of timwing as well as the
araunt of movey, discuss ways in which his tusioosa might get into
reoubie beeovse of CASK PLOW protlems., What bills might ha have to pay
vsexpoctadly, or whot visk is there that costossrs wililuot nay their
bille when they ghould?  Attempc to alext the cliéut ro the denger of |
unexpected CASH PLOW crices, and then go thwough ways in waich these
might boe avoided.

Refer to czodit and stock manspgemeat, and the crediters record, to show
that CASE FLOW can be.estimated and plamned in advence.  Strens the use
of credit limitsz aund the Importamce of buyisg stesk which sells quickly

in order to recover cash for reuse as soon ag possibla.

Do not forget thaz positive side of CASH FLOW usnagsient. Ask the client
how ke might be able to besefit from knowing well in advance thet he wus
likely o have a surplus of cash, Suggeat the posaibility of buying =z
special low cost iten for a promotionzl sile, or opening a depoalt

account for a f£ixed peried in order to =zavn higher intersst ratea.

Help the clieat to wake an atfempt at a forecast of CASH FLOW for tha
following wonth. Show how past informacion fvom the basic records 2an
help o forecast of this type, Discuss specific actions which the

client might take to deal with any likoly deficit or surplug thet io
indicaced by the foracast., Stress the necassicy for producing regular
CASH FLOW foreccasts, particularly if the sales, or paymz2uts by customers,
are seasonal. Bank managers are usually willing to help a custoper with
& temporary overdraft if it is digeussed well in advance, but they will
"hounce” a cheque without hesitation if they had no prior warning that

the account would be going into deficit.

ii‘q CF?
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Businesg Skills/Management

CASH FLOW - INSTRUCTOR'S GUIDE

Ask trainees how the owner of & business kuows when his business has
collapsed, Remind thewm that businesses can wake losses for many years,
the busiress only dies when there is uo cash, in the cash box or the
bank, to pay bills that must be pald. Demonstrate with the dexon-
stration exercise or similar simple examplez thot profit and cash are
not the same thing. A& profiteble buainess cun collapse because it runs

out of cash, and 8 loss making business can bave a healthy cash surplug.

Discuss the reasons for cash crisges. Stress thet bad credit management
is the most comnon cause of business collapse,  Show how a growing
apparently profitable business can easily run out of cash if the new
customers are given more credit than suppliers iu their turn ave willing
to extend to a new and untried business. A shyiakicg business tendz to
receive cash from customers from previoué credit sales, but does not have
to pay out for neu supplies because few are needed. Shrinking salses are

often cssociated with a cash surplus.

When working through the dewonstration cxercise strass that a CASH PLOW
forecast is really a summsry forecast of the cash book.  Show that the
cash book is no more than a detailad unalysis of past CASH FLOWS.

Remind trainees that sales, cost of goods sold and profit or loss include
sales and purchases made on credit. They thus cuit the timing factor,

which is the central difference between CASH FLOW and profit or loss.

Work through the exercises. Shou that there ave often wore than one
solution. A new asset such as a bicycle cem be bought for cash, or
rented, or bought on hire purchase, or paid for partly in cash sud partly
over time. Discuss the type of organisations that are most likely to
pay their bills, but often delay paysents by many wonths., Identify
individual departments or institutions that are particularly likely to
behave in this way. Trainecs should wazn their clients that won:y due
from thegse debtors, even if they are certain to pay eveatually, is not

the same as cash in the bank or in the cash box.

EBZ'D CF10
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Ask traineecs what bank memagers need to know about a business before
approving a loan. Stress that they are not 50 much iaterested in profit
but ia cash, becsuse cash is whac is ncaded to repay their loan. It is
vital for clients who are applying for bank loans ko prepare & CASH FLOW
forecast and to be resdy to discuss it. Trainees must be able to help
clients prepare forecasts of this sort as part of bank loan applications.

3?‘ cFll



PERIISLICALH YL L

& tlmobaeper fo esnsidsring tuyizg a bicycie to dgitvar goods to cuNTORSYS.

Bo curreotly pays @ zesisl f20 of P 20.00 pex 2onth to rent a bicyele. &

pow Bicyele would cost P 1% =zd lagt fov ooe year. Alter eonrideration

the cumer decides it vmuld Be Sese for The Susioeas o bey » bdlowcliu.

Cach Baluance -~ Baglnuing of Honth

Cosh Salea
Cagh Lellestions froa Castoners
Ochar Incsae

Total Cash Recalpts
Total Cach Iz

Payrente te Suppliers
Oparacing Expenses
Furchase of Equinenet
braviess

Loan Repajyments
Othar Casgh Pay:zzals

Tozel Cark Qut

Cash Ralance ~ End of Moath

Enstmczicu:

il 13
? 859
»
i
&0
P &5
&%
»
-‘-- &
? il0

Prepare 2 CASY FLON Projectisa for the uewr zoath beaed ca the legsel of
business scrivity indicated in the CASD FLOW Urotaxent adove.

Can he sfford ¢s purchare a pirw bicycle?

If be caznot afforé co purchase it how much muat ke BorIoe o 8o 807

1 ha borrovs the ampunt you bove recommended wiil he kive smoeyh c2sh to

operate the lwoiness?

,&’C.ﬂ.z

2%



1f he decidon to Gur the blopele his CaSR FLOW Projection for tha next
aoreeh aill e

Cark Ralasze v Neglizminmg of Meath ? 110
Coch Salay P 430
Cach Colicctivis Srom CustomeTs 3¢
Tocal Omah Boreints 550
Total Cusk Ta é10
Pagmenis o Supplisue , P&
Cpoeniing Experses '
Porchane of Equipment 180
Drrwings 30
Teeel Czsh Out 630
Coon Daiesse ~ End of Moath B (20)
L& ]

%o he comrot afford to buy the bicyele; be needs P 20.CO wore than he bas.
ge would need to burrow at ilazst P 20.00 in order to purchase the bicycle.

vr wousld e wise to borrow mure than P 20.00 to aniitain a safe level of

cash in the buginecs.
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PIENCISLIETEHOLS '3 LOURY SERVICE 1

#r. Latsholo hes a transport bugincss. FHa ouns a lorry hz bought foz

¥ 20,00%.00, neying P 15,000.00 in cash from his ravings. He bos arvanged
with the motor dealer to pay ths balance of P 5,000.00 i two equal puyoents
of ? 2,500,430 during ths pext two years. He put ¥ 500.00 in tha cush box
to hegin tusiness with.

Mr. Latsholo enploys Ber a3 a drivar/machunic ar P 330.90 per ponth. Ue
rents o geroage with o suall office for P 100.00 per month, lis. Latslnle
hip boon awerded o five yeir contract to transpert cettle Ly the Minlstry
of agricultura. This koaps him busy full time. UOe iz pefd ¥ 1,500.00

por mumih.

He keeps » rocoid of other expenses thet show the followicg:
- Potrol and 0d1, P 3,000.00 for the year.
« Servicing and Spare Parts, P 300.00 for ths yesr.

He paid ths first ingteliment te the moter dwaler st tha end of tlhe first
yezr but paid himzelf nothing a3 he intended te roiovent profics in the
buziness.

fle found thst it cook the Covernment 60 days to process and psy his claims
so his menthly payment wesz alvays st leas!. two months in arresrz. Mr.
Letzholo was pleased with the buainess but was worried about replacing his
lorey in £ive yaars time. Over the ccurse of the firet year ke had had to
use acra of his own money in the businass and could uot zemewbsr bow much he
had put {a.

Inatructiona:

Prepare a CAS! FLOW Statenent for the first year of oparaticn.

Determine how tuch money tho business should have in cash at the ond of the
first year of cparation.

Prepare a CASH FLOW Projection for the next four yecrs to see if Mr. Letsholo
wiil be able to veplace his vehicle at tha end of fiva years. 2,‘(
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LETSHOLG'S 1.ORRY SERVITE

2%

S1dd

CASH TLOM s -
STATDMENT CASE TLOW FROIECTION
Year 1 Year 2 Year 3 Year 4 Year 5
P P 13 i P P 1 4 ? P P
Begirning Cask 500 1,000 { 500 16,500 16,500
Cash Recefpts 15,000 18,0060 18,000 12.000 18,000
Totol 15,500 15,000 22,500 2%,500 34,500
Hages 4,200 4,200 4,200 6,200 §,20G
Rent 1,200 1,230 1,299 1,200 1,200
Fual 3,000 2, 3,000 3,06¢ 3,020
Repoirs 3,850 3,600 3,600 3,600 3,600
Total 12,000 : 12,060 12,060 12,600 12,000
Ending Cplh 3,500 7 .000
Loan (Repayment) {2,56D; {2,500)
foding Cash P 1,000 P 4,560 £ 10,500 P 15,%0 P 22,500

The business ahkould have P 1,000 in cash. If there iz more thep P 1,000 in cask in tbe buzineas
it will belong to Mr. Letabolo. :

The business will bave P 22,50Q at the end of tive years. In addicion the hussiness will reccive
two payments of P 1,500 esch in the sixth year for work they did in tha last two wontha vben the
Governmenz has processed and paid their claim. ¥r. Leesholo will bhave P 25,839 available to

veplace his lorry.

1 205A%35 ATA0Y S,0T0NSIZY/ AR ISRV




EXZRCISE /LETSHOLO'S LGRRY SERVICE 2

Using tha inforaation wa know about Letsholo's Lorry Service prepare a month
CASH FLOW statement for the first six months that the buainsss was oparating.
Iaetructions: Prepare a six month (ASH FLOW Scatemant,

Does the business have emough cash to cperate for the f£irst
six montha?

If pot how did Mr. Letsholo manage to operate his buainezs?

What other solutions to his problem could you have
suggested?



ANSWEB. FEY/LETSHOLO'S LORKY SERVICE 2

Lecsholo's Lorey Service
Cash Flow
Firsc Six Months of Operation

Month 1 ¥oath 2 Month 3 Month 4 Montk 5 | Month 6

Beginning - - - _
Ralance P 500 P 500 ¥ 1,500 P 1,900 P S00|P 00
Revenue 00 o 1,500 1,500 1,500 1,500

Total 500 -  s00 00 500 1,000 1,500
Expenses 1,600 1,000 1,900 1,000 1,000 1,000
Ending - - - -
Balance 500 1,500 1,000 500 02 500
Loan
{8epayment) 0 (0.0} on 00 (0] 00
Ending Cash 500

The above CASH FLOW Statement ghows that the busiaess d4id not have enough
cagh to operzia for the first six months. This is shoun by the nzgative
cash figures indicating a cash defeccit in the first four months. This ia
caused by tne delay in receiving payments due to the time it takes the

Government to process and pay a claim.

The problem states that Mr, Letsholo had "had te use some of his own woney".
Mr. Letsholo had to "loan" his business scme money because of the CASH FLOW
problem indicated above.

1f Mr. Letshnlo had done a CASE FLOW Projection before he ntarted he would
have forseen ths problem sbove. He could have:

- Pyt wore wwney in at the start to see him through until the Government
payments scarted coming in. This is what he has had to do anyway.
He is lucky he had the money to do 8o.

-  TIncluded in his contract with the Government that they make a deposit
in advance of two mouths payment to allow him to begin operations.

‘ chr17
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Take this CASH FLOW Projection 2nd his coatract to his bank and ask for
an overdraft to cover his cash deficit until the Government payments
started coming in regularly.

Used =his CASH FLOW Projection to support a baok loan for working capital
to prevent the CASH YLOW doificit shown above,

3 ? 9 CF18



Buainess Skill n/Nunagement

FIHANCIAL MANAGEMENT

WHY IS FINANCIAL MAMAGEMENT IMEGRTANI?

Is the business wasting wonay on expensive loan interest charges when the
monay could be "found”" in the business?

Is ths business worgening its problens by sperding time ard effort in the
sezxch for 2 lean rather than solvipg tha problem that caussd the need for

the loan?

is money tied up in slow moving stock and long outaterding credit so that the

tuziness lacke the resources nscassary to grow?

WHAT IS FINANCIAL MANAGEMENT?

PINANCIAL MANAGEMENT is the controlled use of the funds of & business in
sursuit of irs goala and objectives.

HOW CAN A BUSINESS ERACTICE GOOD FINANCIAL MANAGEMENT?

A business owner should ensure that he is making best use of the assats of
tha buginess.

Whin it has been determined that funds are necessary to pursue the goals of
a business the owner should consider all possible ways of "finding" funds
inside the business before seeking funds from outside.

¥ost business people have considerable assets in the business that could be

converted to money and used to solve the problems of the business.


http:MANAGE.LT

A business say have six types of assats: Buildinga
Equipment
Stock
Debtors
Cash
Bank Accounts

Good FINANCIAL MAMAGEMENT mesns making the best use of these assets hefore
seeking funds from cutside the business.

What sre the advantages to finding funds within a businesa?

- Ko interest expense.

- Ko delay while loans are being procesged.

-  The aascts of the business (end often of the owner algo) ere not committed
to secure the loan.

- Hore efficient use of existing assets.

-~ Improved internal mansgement.

-  No increase in the liabilitias of the business.

- Internal problems are brought to management attention.

Most busineases, even those withcut excess cash or bauk ascounc, have assets
that can be turned into cash. There are a mumfer ¢f ways to "£ind" funds:

- The credit policy can be made more strict.
(a) Less credit allowed.
(b) Repeyment period decreased.

(¢) Long outstaniing debts collected.

- Stock management improved.

(a) Old stock and slow moving stock put on sale or raturned to the
supplier. Stock levels reduced.

(b) Stock mix improved to asaure high turnover.

e ™2



~ Beter use can be made of buildings and property.
(a) Rental rather than tuying should be considered.

(b) Improvements in layont or design could reduce the need for additioncl
buildings.

(c) Renting or lessing of part of the building or property to another
business can raise money {and incraase customer flow).

(d) Sale or rental of unused buildings or land.

= Unused or unproductive equipment cea be sold.
(a) Unugsed esquipment can be sold.

{b) Underutilised or inefficicat equipment can be =old, repaired or
traded in on new equipment.

-~ Expenges and Drawings can be reduced and controlled.

(a) All expenses should be reveiwed to determine how savings can be made
and cash generated, by reducing expenses.

(b) Drawings can bs reduced, at least until the necessary money is
accumulsced to pursue the gosl of the buginess requiving funds.

~ Bank acconnts can be ugsed. Banks pey less interest on savings depoaits
than they charge on loans, The cost of lost intaevest on & savings
account is less than the cost of interest charged on a loan.

The process of sesking funds from within the busineas will improve the

management of the business as the owner sees many aress of internal management

that need improvement.

Often the buginess is doubly served by the process of FINANCIAL MANAGEMENT:

(1) The business is saved the expense of borrowed funds
or

The need for external funds is reduced.

(2) The internal menagement of the business is improved by the process of
examining 211 aspects of the business and making necessary changes and

improvements.,



All possible souxces of internal funds ahculd be tried bafore external

funding is sought. If all or part of the necessary funds ave to be gought

externally there are several possibilities open to the huginees:

Money csn be invested by the owner. This money way come from sale of

azsets such as cattle or property or from savings.

Trade credit. The owner can seek credit from suppliers. This is an

interaot free short term loan.

Snle of pert of the businsss. The owner can 3o into partnership with

someone and sell hin part of the business in order ro ralige money.

Loans from family or friends.

Deposita. & preducer oF processor can arranga with & cugtoger to pay a
portion of the total price in advance as a deposit to make funds avallable

to maks the product. Thig is an interest free short terw loaa.

Stege paymeuts. This is espeslally ugeful to coafraccors and gub-
contractors. Stage payments are paywents &t each stage of 8 project or
product =2 that gtage i3 corpleted, Stage paynents &re a goring of

smell advances on payaents.

Qgggdrafga. A short term lozn from a bonk when cash in needed for a

ghort parizd or is needed ofuen, such as farczrs® seasousl needs.

Bark Loanr.,  Rank loans sre fuade Srom eutaide the buainess, usually
requiring ewtensive sccurity exd on vhich interest i3 charged. This is
often the wost difficult, tiwe consuming and expensive form of funds,
Loaas umst be repaid. Money "found” dn the business belesgs ko the
buaincss, and the owner incurs wo obligation to anyome when ka wakes

bettar uge of ig,



DEMONSTRATION EXERCISE/FINARCYAL MANAGEMENT 1

Mr. Nkape has a seagonal business ploughing fielda for farmers from his
village with his four dreught oxen. He has four employees who work in two
teams, each with two oxen. He owna an old vehicle for transporcing his
teams, but thiz is unreliable. He therefore has often to hire transport
during the busy sezson to take his ploughs and equipment from onn fieid to
another go that the oxen will be rested and able te plough when they arxive.

This ia very hord work and the equipment needs to be replaced each year.

Most of Mr. Nkape's cuatomers are farmers like himself. They usvally rell
Mr. Nkape that they canmot pay him until their crop comes in and has heen
sold. He is short nf cash now and is afraid he will be unable to pay wages
at the end of next month. He has a loan outstsnding with the Developmant
Bank that was used to buy equipnent., Because of this he has been rafusad
anotber bank loan for working capital.

Below are the Balance Sheets and Profit and Loss Statemear for his business.

NKAPE'S PLOUGHING

BALANCE SHEET
1 NOVEMBER
Liabilities P Asgsts P
Creditors 200 Cash 50
Loans 500 Debtors 500
Investuent 1,200 Bullocks 800
Reinvested Profits 150 Plougha 200
Vehicle 500
Total P 2,050 Total P 2,050
SIS STRIGIRORE



NEAPE'S PLOUGHING
OPERATING STATEMENT

2] OCTOBER
Sales
Expanses: Uages
Transport
Depreciation
Interast
Storsge/Rant
Feed/Waier/Hedicine
Total Expenses
Het Profic
Drawings

Retained Profics

100
1060
100

95
400

How can botter FINANCIAL MANAGEMENT halp lir. Nkape!
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ANSWER KEY/Demonatration Exercise 1

Mr. Nkope needs to carcfully exsmine all aspecte of his businasa to "Eind"

the uwonay hidden in his buriness. Scze of the scurces of Don2y arae:

Vehicle: He should sell his old vehicle as soon as possidble, for
vhatever price it will bring. This will solve his iruedints cash
problea.

Dabtors: He is giving wore credit than he can affovd. Ha is giviay
mich more credit than ke receives. He should esk his credit custoners
to maiia parrial paymentz. He should consider cskirg then to make
dsposits bafore he begine work. He should fnvour thos: customers who
give a deposit in sdvance ad do their wovk first. He uheuld raview
his dobtors to see Lf many are long outstanding, psrhsps froem previous

yRers.

He ghould seelk incrcased trade cysdft. I ha can get credit for feed
and medicine he can find woney to moet th:n payroll,  He asbould ask his
creditors to allov him to pay them when e fs peld. A s general rule
a business should not give more credit than it receives.

He should reduces axpenses and drawings. He should examing ail oxpanses
to gec how thev could b2 reduced. Perhaps he need not pay veat and
gtoraga fees during the ploughing ¢2azon whon all his couipuent amd oxen
are in the fields in use. Pochapo he can rent these tuildiogs to sove-
one olsa during the period he does not ueed them. Porhaps he can

srrange fSor his customars to feed and water his oxen and provide necessary
wmedieinas and vaduce their bill by this amcunt., ihis i3 a uzy of
talancing debeors with creditors, Hte can give hiis custonors ccadit on
ths ploughing f2e and he can raceive credit from chem for fesd and

varering expengus.

He could reduce drawings. I€ the business does not succeed there will
be no future dravings. If he defers his dravisgs to allow the business
to prosper hs caen take drawings out latar when his cuscomers have paid.

For the futura he should consider venting equipment racher chan buying
aquipment. If the cost of rentul is less than the cost of dsprecizcion
and of loan interaat it might be batter to rent. If he rents equipumet
oniy when he nceds it he will havc_Ecduced storage expenses.

3



DIOAWSTRATEON EXERCISE/TYHARCIAL MANAGEMENT 2

Kgololo wants to bid en a contvact to bhuild a stoversem for the wize. The
baflding will cort P 5,000 to build and he hopee to charge the nine P 6,000
{0 ovéer to moke a profit for his business. He does nor have ensugh coey
to pay the vaterials rrswsport zed labour costs of P 5,000, Ee bes 211 the
eguipoent necessery for che 30% end sbout ? 1,000 ia c2sk. He does not
think the buzk will give bim 2 lozn Secesse he has mo security ad in wzy
cone dosi 0OT wan: 5 kY Che P 250 in fees and imvevest chavges tde heek
would charge for the loum.

Yase gystem cf FIUANCYAL MABAUEMENY o you suggest chet +ill l2t Kgololo
bid on this jobl

ANSHER T/ Denznrcracion Evecrise 2

Egolole sboeld gubmic o bId that calls for = deyosit to let him Buy marerials
ar the ztare and that then puys for the work #28 it ig conpleced In 8 serieg of
“stoge paymsants™.  The tage poymenrs wAll eep 2Bl b2 has cash fiawlap inte
ehe bosiress ap b2 neade It fo Suy wore mecacials sof pay kis wkore ond whe
wina wili Se ;mmaie‘i vl azsezed because they will only ba pryiag for the

work as it is doaa.

His bid night ve zeczapanied by ke follcwing preposel for stage pipoents:

T0:  fhw filve
FROM: E3olelo’s Consirvation

Preraned Stapgs Puy2ants, BLerLsson Co cruczion

¥szh Lumplate Begnst
Basosit P 1,000.00
51gh Poured 1,000.00
%alig Copplate 1.600.00
foel On 1,003.00
Doors, Mindews Installed 1,000.00
Painted, Finisted, Rafuse Cleared 1,.000.60
Total P 6,000.00

rm——
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CCELIST B0R OEETIE ~ FININCISL MAVALNEMT

Sanle Taooiodpe:
Tone ic geod TIPANCIEL MARAGEYINT?

Heen An FREGEIAL SARACTRENT
S kmait

s cun & noiness £ind femda?

Is ir wucelly test o ssck fucds
fateraslly or sxtersaliy?

then 3 1: Zest to srek fosds
outgide the Imsinecs?

that 2re gome spuzces of intazmal
funic?

Yhar are some corxon sources of
external furds?

Whick ig the m3st costly?

Ths wost ¢ificlent use of che funds
21 2scety of the Yusloess.

¥hen the lwoinzes {a 42 need of
cash 20 Sast problene or to pay for
n improrasent ©o the business.

Tke businecs must fivst muke the
Baat ug2 of internal frnds beforz
saeking funds Ezva cuiside the
busisess.

Tie search for fuade icside the
busiress usuaily results i1a incerpal
fnprovamears in the Musincss. If
funds are found intsrnally che
business is not obligatad for them
to & ban! or lozn &3eny.

ther the tusiases dces vot have
sleguate iriornal assets to
sccompliish the gosls of the
business.

Srock, dshtors, expenses reductien,
drawings control, bazk sccouats.

Tiade credit, overdrafts, deposits
from custormers, bank lomns.

Bari losns are vcually the cost
costly. A baak lozn must be re-
paid, interest is charged, thare are
often delays snd the assete of The
basinrss (and cwner) are often used
to secure the loan.
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Wan 1s it bast to seek a loan? - When the businasa will de served by
additional funds ané efter all
{ncterna) sources hava been uasd to
xaiss all or part of the funds.
Other external sources should bave
bean investigated.

Inplanentation
The clieat should:

« Ruriew the present use of assets and menagement practices.
=~ Make improvemtnts in his FINANCIAL MAXAGPMENT practices.

- Ancicipate future reedr for funds and plan vheze thesa funde wili cone
from.

~  1f seeking funds:
~  Use good FINANCIAL MANACEMENT techniques to seek internal funds.
« Make iwprovemsnts in internsl finmancial practices.

= Plan on fundizg wich the best combiastion of {nternal and axternal
funding.

'« taplement a financlal plen to secure funds.

{10
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3)

4)

5)

Bustnesa Sktlls/Marzgerint

PIMAECTAL MANAGDMEWT - ADVISER'S GUIDE

e s e et S . ' T Wt

Most cliunts believe that their wain problea is thiie sboi;ma of

esyltal. Fwey think that the only plecs to ger wore cepical i from a
penk lsan. 1f your client vents a loen, ack him why. He will
pissumably sanricn his need for more stock or & asy Dachine, or just for
voricizg capitai %o psy wages or to settle billo. - Plad cut how wuch
goiey e vents; if the business has 2 balanca sheet, gngure that the
uze he propctes for extzs woney wuld in fact be good for thz buviness.

)ients citen vegard losns as a privilege, a grenc or @ gifs. Point

out that ths back 18 givicg nothing sway, axd that the cliant will have
to pey interast and aleo risk losing bhis honee, his a:tt.la OF. othar
security; if he does nut vepay tha.ioen. Seress thwe u!van:nges c!

‘obzaiaing woney i1z some other way which {avolvaa no such Gll lga:bn.

Exzaine the assots side of the clisat's balance ‘shcéé{, sk tﬁe shyaicsl
assets thimasives such as goods 1o acock or miglmca 1f ehn Maiuu
has no’ balancs shaet, ask tha ciient for his ottimtaﬂ of thc ‘vatue of
the varisuo assets. Ycu are ainost cartain to ta amc to Elﬂ at lasst
ona asget where ooney is "slesping” and from W’aieh 1z could bt
nrelcased”. It can then be used to satisfy the maed wiich ghe «lient
toliaves he sust satisfy with a loun. Slow mving gerack, sndav-used
sachinery, suiplus buildings or excensiva debkorc, oF aven cxcesaive
esvings accouncs are comon “hiding places™ for “sleeping acney".

Help the clicut to understand chat ali though he hag nct got idle cash,

he has woney {n othar forms shich are not productive. Distuss wnys
of "releasing” or "waking up" the "sleeplag sonay”, ard agree B &
specific cazger for movieg maney from onz assot to anuther 2o be
achieved by your next visicu.

17 cthera is ro spare monsy tied wup in any of the muaca'(w?aich fa woat
uslikely), sck the clieat whithar he s saxing the base usck ¢f suppliow
credit. Could kis supplicrs be parasvaded to sllow hin longer to pay

. ‘J-.‘i:“
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als pi1is? Could he chasnge suppliers, even a2t the expeni) of slightly
bister prices, in ozder to cbtain credit?  Show bow money "borrowed” im
this wey £roe suppliere con be & pacminent interest free loan.

EMM the expvuse vecord of the busicess. 1L thers iz no up to date
rezcrd, ok tho ciispe to estimate how mueh be withdrows from the
tuainesc for his cwn 2ol his Zxmily's use avery wonth. I€ this is any
mza theu cbe mbnolu.e minimis, shou how It weald ba possible to raduce
dravinge and thus to sccumulate the neaded wonsy from mcreased profitua,
probably in a chorter tims tham it would take for & lcsa to be upprovad.
thatevezr scurta of monay is idenclfied, agrea on a apeci!ic amount that
wiil be obtalned from within the business by & specitic date. and wmain-
tain coutact with clients to eusure that thie is ach':'mred; S

To2 sean {uprovad FINANCYAL MAMAGFMENT can be int.wducod to clien:s #ho
are not neek{na for a loex. Tatroduce the euhjsct by aakins the client
whather he would 1iks a windfall "gife® of mza\mr amoua: Fou suspact
could be "veleased” from the buainess. Cleasly ha -m ‘pa7 that he
would, and yeu csn then show him how to obtein it.. ' '

FINAWCIAL YANAGEMENT is mot a cue-off tcchnique icr obuimna songy for
a pavticular purpose. If the money in a bus:lmu ie coructly managed
every Theba viil always be used in such a wzy ‘that it produces the most
profit for the businesa. Zvery item of stock, -worj dabtors acémc
and avery plecs of oquipmnc will be properly selacted and controlled.
The ovnar should be abls to show himself and the bank that he i5
meneging monsy {n this way, bufore asking for a lean.

ab\.“) s
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2)

3)

&)

5)

Bustnese SKills/Management
FIMANCIAL MANAGEMENT - INSTRUCTOR'S GUIDE

This topic effectively summurises earlier materisl on thz management of
essats, such as stocks and debzore, and on the management of cash flow
into and cut of the business. HRefer beck to these topick, snd easure
that tralznees undarstand how the balance shoet &od profit and loas
statement ghou how much mongy iz baing used in the businags, snd for
wvhat purposzss.

Traincas, and their clients, msy find it difficult to uaderstand that
tha monager of a busicess can decide how to distribute the money in the
business emeng the various sssats. Ue can, in the short and long tera,
change the way to distribute it if he wishas. Demonstrate with sticks
of chalk, coins or some ozher item that money for & ney assgt can be
obtained from one or two sources:

-  TFrom within tha business, without incressing the total amount of
monay exwployed. '

= From outside tha business, by increasing one of the 1iabilicias.

Strass that additionsl fuuds are addicional "lisbilicies™. Uanless tha
owasr is wiliing to invest more capital of hie cvm the tusiness will

incur an obligation to the bank or to the supplier giving credit. If
monay can be found from withia the busincses, no obligation is incurred.

Eneure that trainses are not fooled by terms such as “loan approval’ or
“geanting a loan"” into believing that loans are a gift. Show that they
are a business transaction, and that it is the borrower wvho assumes the
risk znd the high ccst, not tha lender.

Hork through the exercises, ¢nsuring that every trainee understands how
to idencify possible sources of money. They should relata ths acount
of wonay tied up in every asset to the stles. Clearly the amount of
stock, or debters, depends on the type of goods sold or vhather customars
receive their ir:ome every wmonth or, like farmers, lass frequantly.

ml3
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N

8)

Show that as a general rule, if stocks or dasbtors are worth more than
tuice conthly sales thare {s a good chance that they are higher than
they need be, Trainess can ugze this as a basic inc¢icator to show them

whera to look for "sleeping” money.

Stresc that examinstion of figures must be accompaaied by physical
exsninstion of stock, equipment, bulldings and the debtors record.
Tha total figures can easily conceal individusl items of stock, ¢t
individual debtors or equipmert, where e lerge sux of money is
"sleeping”. A client who agreas she reeds a loan to buy wore stock
may have the money already in stock, but tied up in the wrong items.

1f time allows, visit a few businesses with trainees and practice
identifying potential sources of monay by examining stock. Stecss

that stock need not be "deas" to be excessive. A client vho keeps

six months worth of an iten in order fo save a few Pula in transport
costs may be depriving herself of t..he money to buy other items on which
ahe would esrn far more than the money she is saving., Show by reference
to cash flov calculations that a recommandation to stop buylng en itew,
vithout attempting to disposa of it more quickly than normal, will

ftgolf releasa cash that would othervige have bean spent on meintaining
the stock at an sxcessive level.

Summarisa the topic by asking troiuzes to list all the possible vays ia
which clients of various types might be expected to accumulate under=
employed money. Strass tiat the search for money requires fngenuity.
Clients scem able to "hide" money far more affectivaly than if they were
to bury the cash in a hole in the ground. The advistr wusc help them
to find it, and to ralease it in ordar to avoid the need for the expense
and time fuvolved in borrowing from the bank.



GCXERCISES/FINANCIAL MANAGEMENT 1 10 3

Bach of the follewlog five business people feel that they nced a loan to solva
thalr business problems. Each of them could improve their FINANCIAL
MANACEMENT to {ind the funds within their business and svoid the difficuley,
delays and expense of & loan,

Instructions: Exsmine the Profit and Loss Statement and the Balance Shest
that is shown for aach of the five businesees and oxplain
how each business could "5£1ud" the fund. internzlly through
good PINANCIAL HANAGEMENT.

Exercise 1 : The Clothing Store

Balence Slhieat, 1 February

Asonte P Liabilities )4
Cash 100 Creditors %00
Debtors 500 Loan from Family 1,000
Stocks 4,000 Iavestment 1,000
Equipment 1,000 Reinvested Profits 3,10
Total P 5,600 Total P 5,600
L} ST

Profit snd Loss Account, January

P ) 4
Sales 1,000
Opening Stocks 3,900
Goods Bought 950
Total 4,850
Less: Closing Stocks 4,000
Cost of Goods Sold 850
Gross Margin 150
Rent " 50
Yages 60
Licences 10
Transport etc. 20
)
- -’
Total Expenses 140 -’) "
Net Profit P 10



Exarcise 2 : The Frosh Produce Dealer

Balance Shaet, 1 February
Liabilities P

Assate P
Cush 1,000 Craditors -
Debtors 00 Loaas -
Stocke 3,000 Investaent $,000
Equipsant 600 Reinvasted Profits 500
Total P 5,500 Total . PSS,

- - -} . E -

Profit and Loss Account, January

P P
Sales 5,000
Opening Stocks 3,100
Goods Beught 4,700

7.m
Less: Closing Stocks 3,000
Cost of Goods Sold 4,800
Gross Margin 200
Rent 100
Wages 100
Licences 10
Transport 60
Total Expenses 279
Het Loss P (70)

mié



Exercise 3 : The Carpenter

Asgots

Cagh
Debtors
Materials
Equiprent
Bueilding

Total

Balance Sheet, 1 Vaebrusry

) 4 Liabilicies 4
50 Creditors 500

4,500 Loan -
1,500 Investment 9,800
450 Reinvested Profits 5,700

2,500

P 16,000 Total P 16,000
] ]

Profit and Loss Accouut, January

4

Sales
Opening Stocks 1,800
Materials Purchased 950

2,750
less: Closing Stocks 1,500
Cost of Materials
GCross Margin
Vagas 100
Transport 50
Licences 10

Total Expenses

Net Profit

1,500

1,250
250

242
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Fawecise 4 3 The Camera Shop

Balance shmet. 1 Rabruary

hsgaCs P Lisbilitics P
Cesh 30 Credicors 100
Dabtors $70 Loan -
Stocks 2,500 Investment 5,000
Bquipasnt 1,000 Reinvested Profits 9,000
Building 10,000
Total P 14,100 Total : P 14,100
SR NERRRLECE

Profit and Loss Account, January

P P
Sales 2,000
Opening Stocks 2,800
Goods Bought 1,300
. 4,100
Less: Closing Stocks 2,500
Cost of Gooda Sold 1,600
Gross Margin 400
Rent 50
Kages 400. (owner /manager gole employee)
Licences 10
Transport, Wrapping, etc 40
Total Expenses 500
Net Loss P (100)
-——



Exezcise 5 : The Bottle Store

Balance Sheet, 1 Februsry

Asuets 4 Liabilitias P
Cash 300 Creditors 300
Bank Account 800 Loan -
Debtors - Iaveateent 2,000
Stocks 1,200 Reiuvested Profits 500
Bquipcent 500

Buiiding -

Total P 2,800 Total ? 2,800

Profit and Loss Account, Januery

4 P

Sales .750
Gpening Stocks 1,409
Goods Bought 400
Lass Closing Stocks 1,600

1,200
Cost of Goods Sold €00
Cross Margin . 150
Vages 30
Rant 190
Licences 10
Transport, etc. 40
Total Expanses 200
Net Loss P (50)

FH19



ANSWER KZY/EXERCISES 1 10 5

Bach of the exercises is structursd tc emphasise a particular aspact of
FINANCYAL MANACGEMENT.

The ancusr given is one of many possible solutions. Whan discussing these

exarcises you should consider factors that night support or change the saswer
givaa.

Ansver Xey/Orercice 1 : The Clothiag Store

The stock level ie too high. There {s approximately 4.5 months of stock on
hand. The net profiz margin is only 12. This is too low. This {s
probsbliy a combinetion of both lov prices and high expeases.

Source of Fumdu: Rsduce stock, reduce expenoas, review pricing systes.

Answer Yay/Sxercisa 2t The Frash Producae Dealer

Debrory ars very high, especially vhen coopared to creditors. The gross
profic margin is very low, atout 4%, and there fs a ...t loss. RHigh expenses
zay contribuce to the net lass.

Source of Funds: Seak rrado cradit, reduca debtors, raview pricing,
reduce aipanses.

- answor Xey/Sxevcise 3 ¢ The Carpenter

The debtors ava exceesiva. Ha hao three zonths salas tied up in debtors.
de should reduce thess to mo cwee than one Zonths sales in dabtora. The
grocs profic nsegpln seems lowv. He shouid chzck his prices spainse cha
compsticion and sza il they cen be adjusted.

Source of Funds: Reduction of outscanmiing debtors, review pricing.

.é}{q;
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Anguer hey/Exercise 4 ;1  The Canera Shop

Debtors ere high sspscieily when cowpared to creditors. The business owns
2 tuildiog sod pays rent though it is a small businesc. Wsges are very high
in relatior to othar cipansas.

Sourcs of Funds: Reduce dabtors, soale more trade credit, =eke betfer ust
of the building asust by eelling it or wuncisg iz,
control swmers dravings fwagas). The owner 1s paying
hingelf core than th: sa:ll basicess can afford.

Ansuer Yey/Exsecies S 3 The Kottle Stozas

The businass hus roensy in the bank. Expensges are too high for this small
businass resulting in a nat loss.

Source of Funds: Use the money in-tha bank for all or pavk of ths Iunds
nseded. Raduce expenses, parciculazly reat. Pechays
the building is not wall located if rent is high tut
salss are lov.



EXERCISE /T INARCIAL HALSEISHT &

A snall genzral saaler {5 shiskiasr of expindizg bis shop. Bis Profit and
Logs Seatement in au follows:

b4

Sales 1,908
Las5t of Salaa 80D
ovons Feofit i )
Fepenscs 149
%ot Fyofie £530
Draainge 0
fainrested Profic P &0

AT

& lesy from the Haciomsl Devalopment Bank can b2 pacuzed for 125 par Fear.
Tha thophesper Bolieves what with & F 5,000 loaz he cun incrosse bis sales
from P 1,000 to P 1,500 poxr month.,  The grozs profis eargin uwill resain
the sams.

Iastructions: Daterpios whethsr the shopkeeper should obtain tbe loam
in scder ¢o expand bis business.



LFETER TTLIFINASLIAL UMaSEsraY 6

A projected Profic ood loss Stetassns Rfter the Loaz wsuld Bo so follows:

4
Sskon 1,590
gait of %aley 1,0
Cress Profit 00
Expx. oon 150
Bat ¥rafie RSO
Beauisnge %
Polmransed Frofico P 9%

Bansd oo cka ohove fofermccion the buoinazo awer siouid vequest tha laam.
Trrgm vAth the increovsd enpruers of P 50 por suah Isgovest the sar profic
Inotqnoes fzom B 100 ¢ P 150. sszuniug chove axs Do wiler sddicienal costs
(vt 55 ndditivasl 1sbour o werypweest tiae) owd that grose grefit margin
£ol warkups can be zsinteived, the business will hw making greatesr profits
sftar the eupeasien.

1f the objective of the tusivess is to inmcresse profics, then cthis alternative
will zehieve ¢ho obiective.

Hoze: The ‘usinesznon shouid prepare & cach flow projection for (ba rapeyment
period to ssvure ther edaquate ~ask will be svailabls £o pey back the
iopn. The P 3,000 in procesds from the losn must ba peic back as well
as the ingeresst.






Rucinees SrillofMavugenans

COSTING

&Y 18 COSTING IMPORTIWTY
Bous the Gusivoss cvar iose canay becouse it haa sold somithing for lass
than copt?

Ara ali costs such as cleatvicity, rent end weges facludad in the ecoais of
peoduzgs?

Dags the cwnst of tha business koow vhethor be can afford to raduce the
grice of an item to weat cumpetition?

AT K8 COBYING?

COSTING fo tho calewiztion of the total eost of 2 mmteétuud {tem or
aaevice Inciuding che conponeats of ladour, matsrials and everbesde.

yuxsmmwammmmmmmmnmsamm

Iha eost ef 2 manufzeeuced product: Ie the aun of fce compoment cosca. The
cozponunts are izbour, witerials sad overhcodss

Laboue: The ecost of the labouv astuslly used to oake the preduct or
provide the service.

Mapterfals: Tho coral velve of the svount of all stock used to yéa&ucc the
produst or perform the servica.

Overheads: The Indlzect coste of maavfaceuriag such as rent, depreciation

aad vanigepent salaviss.

Labour and materiale ave costs thar cap be assigrad o 2 speciiic product or
wervice. Ihay ars direct costs because thay can ba “directed” to a specillc
product or sarvice.

(5
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There cre saverzl steps to Jdatermining lehour costt

- Obgazve or astimata tha nueber of worhaen naeded for the project.
« Calesizte how long che work will cake.

= Detarmina che cost in veges or saleries of this amcunt of work.
- Assiga thiz cost £y the project &8 iebour cos”.

HMatorial coses ere deiavdved bys v
- @bzazve or oatimite all materisic used in tue produce or sarvica.
~  Caleulata tha cozt of thess materials.

= Ageign this cose ko the project as materisl cost.

Vhea caleulacing macsrials cont rimenbar tol

«  Iasiuwda all wrcerials used or ussd uy in che pzcjocé.

« Includa all smeil {cems susb as nails, glue and pajot.

= Include muiltiple units or parce of units such as half of & tin of
paint or 10 blocks.

Gverheads are all tha costs involved in the procass of the sanufacture or
peoviding the sarvice that caunot ba azaigrad diveckly to & perticuler
projece or product. Uvarhcads ave tlia imdirsct coste. When CISTING ic
is nocessary te ansign overhead or indlract costa to tha product or service
being cosead. Thare sca twe weys of assignlng {odivoct coges:

= Pssed ¢n leval of predustion.

~ Based on labour hours involved in complecing the produst or sexvics.

Ovarhead coets ace usually fixed; chat is, thay do met change with changes
{n laval of productien.

Poe tihis vwassn Eixed costs (cvarheads) por uule of produsclon vill decrease
a8 produseion fncreasss and Imcrease s praductien decresses.

Total fined coses will fncresze when now ovarkeads sre sdded guch as reating
an sddicienal vorkshop or tuying new equipcerc.



Overhesd cozt iz determined by:

A business that manufectures one product or thac provides one service cem

Determining all the indirect costs, both cash and aon-cash for the
pezfiod.

Calculoting the total value of all these costa.

Dividing thie emsunt by

« Total hours worked during the perfod

or
= Totsl unite of production.

use oither mothod.

& businace that produces meny things or provides a muvber of servicas snoculd
usz tha ovarhesd cost par haur method.

If tho overkesd cost per hour wethed is usad the follsving steps are
rotessaryt

Dateraine the ovarbaed cost pur labour hour.
Datarnins the wrabter of hours invelved,
Maleiply the cort per hour timaes the hours.
Asaign this amount to the projoct as overhead.



DEMXIOTRATION ZRERCISE 1
What tyre of cost 1s each of the foilowlng?  (Lsbour, Haterials or Overhead)

(1) Woed to make coffins

(2) Mafls to mcke coffin maker's shop
{3) Rent

(4) Licaeasz for busirnes

(3) Wagss paid to employess

(6) S8siary pald to zanager

(7) Uagss paid to the owner who works in the shop
(8) Trauspore t2 bring in wood

(9) Potrol for vehicle

(10) Depraclacicn en chop

(11) tacer bill for shop

{12} Heintezancs of grounds

{13) Yarnieh to paint coffins

ANDYE 5EY/Demonstration Exarcise 1

(1) Materiale

(2) Materials

(3) Overheade

(4) Overheads

() Labour

(6) Ovachaads

(7) Labour

(6) Overheads

(9) Overheads
(10) OCverheads
(11) Overhazds
(12) Overheade
(1))} Materials



DEMONSTRATION EXEROISE 2

A rimemich works cutside in the marketplace under a tree meking tin buxes.
Tha asteriels for each box cont:

Tin P 0.26
Handdles 1.26
Rivete 06.20

It takes him chree hours to complete esch box. Be belicves that his
labour {s worth 30t per hour. There ars no overhaeds.

Tnseructions: Calculata the total cost of the box.

c

ANSUER XY /Dsacurcraticn Exezcise 2

The cost of the box iz simply the cost of the couponents that maks up the
box; labour, macarigls ard overhsadct

ilaterials Labous Orartoads
Tin ? 9.20 3Shourg x 30¢ =« 90¢ il
Handles 1.20
Rivezs 0.20
P 10.42

Tocal Cost = P 10.42+P0.90 = P 11,32

]
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TS AR W A S N S PO

A cholr makar bas che following costa:
Matarials P .90 gav chair
Labour P 4,00 psv clalr
Ovarhissds P &5.060 por nouth

(1) 30 chcire sre produced omch wonth. What fs che cost per ebaiv?

(2) The %asagor is planning to incrance preduction to 60 chuire por moRkb.
Uhet would ths cost per shalr ba, assurfug the oveshesds cxcunt ig the
sama?

(3) Yhat other considerations suet bo tzken into sccount if the Haneger ia
to i{ncreass production?

Iastruceions: Angwar the stove questions allocating the cverheads Lased
on production.

6\



AUSHER KZY/Damonszcracion Exerciss 3

(1) Alloceting tha overbesds based on a production of 30 chaive
(P 2.00 per chair) tha totnl cost par cheir weuld be:

Materizls P 3.060
Labuar 4,00
Ovaxhesds 2.00

Taral Cost ? 9.00

(2) Wich a production run of 60 chuiry, the cverbead casts can he allecated
at P 1.00 per chuir. Therefera, tha coot par chelr would bas

Hazeriala P 3.00
Labour & N
Overlesds 1.00

Total Coat ? 8,00

(3) The Monzger should determine whether or zot the markat exists for en
addleienal 30 chaire per month sod if he can narkat them., He ghould
alec detarmize if the price he charges for che choirs will change it
additiora) cnes zre placed on tha market. Tha finsd costs sre only
"fixci" In crrealn production zangus snd msy increaze if productien
is fncrassed substentially. For exauple if & new workslop vers
requived tha ovarheads would by increased. The overhesda would chen
bocose “fixed” ot a higher leval aqual to the old ovarhesd plus the
puntal of cha naw vorkshop.



Businese Naxat Dates

() Rene

(B) Elceirieity

(¢) Rapaymentc and Interest
(dj offics Expense

(E) 7Zelephone

&) Irvansport e
(G) lamuzance

(@) Depracistion

(I} Raepsaircs and Spares
(3) Dasd-Tiza

(X) Hanagewmenr 3alaries
Q} Othsr

OVERKEAD TAT:

Total Ovarlnsds por
divided byt
Tocal Working Hours UR Units of Production per

“Goriody —_——

— ~ (psrisd)

Ovarhasda par Boux OR per Unit of Preducticn

Ingtructions:

(1) Lisc all everhkecd costs both cash and rau~cash.

(2) Decsrmize cuuber of labour hours or mumber of uiite of production.

(3) Ensure that all csiculzctions are for the same period (wask, menth, asc.)

(5) DPalete above whichever i3 not applicable (hours or proedaceion unies) to
avoid coofugion.

9, 9‘\ o3



BOSINESS HAlM:

BAZE:

ITEMs

COSTING FORM

DESCRIPTION:

€1) HATERIAL USLD
QUASTITY

()

T S S
RS ST
VAP I S
LASOUR

(3) ovEaEEADS  (Rasme, Eleccricicy, ete.

Hocet

Bours OR Ona Uait ol Preduction @

S1ZE:

MIZE
DESCRIPTIO: PER U¥IT
TOTAL MATERIALS
m . TSR SRR
m o . ] L J
m a Y SRR T IR PR
TOTAL LABITR

use VZREEADS COMPUTATION FORN)

orer te)

[T

(&) MARK-UP FOR WROLESLE 1 2 OF TOTAL COSIS (above)

(5) MANK-U? FOR RETALL

WHOLESALE PRICE

H 2 OF WHOLESALE PRICE (abova)

BETAIL PRICC

2
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CHECKLISY FOR COMDLETION ~ ODSTIHG

Josic Kuowledge
Yaat {e COSTLNGCY?

What are the cooponent pares
of the cust of & product or
service?

N¥hat are divect contal

Which costs cre direct costs?

Is labour alusys a diract cose?

Yhae are indirect labour costa?

fiow are thask included when
total costs are belng czlculaced?

¥hat are ovarheads?

COATING is the process of
doteraining the totsl cont of a
wanufactured product or of a service
providud.

The tozal cest is made up by
calcuiating the total nost of:
tatsrials

Labour
Overheads

Direct costs sxrc thosa that can b2
assigasd zo the manufactuvs of a
parcicular product or to she
perfomnce of a parcicular nervice.

Macerials acd Labour.

¥o. Labour ip a direct cose when
the efforts or the worker arg
applied directly to a spacific
product or sexvice.

indirect labour costs are thuse
thet canzot bo aseigaed direetly

to a spacliie produce or sareica.
tuanples of indiracc labeur cosks
ave wsnagonent salsries and drivers’
vages.

They are [nclided in the everheads.

Ovarhcads sre 21l costs, both cash
acd aon=cash, that canzot be
assigned diracely to a specific
preject or product.

[ a \ 1
1)(. col0



that are mﬁplu of overheade?

Rou ave gvarhasds calculaced?

Should averhesd cosen be
allocarvsed by labour beuss
or by unita of produczicn?

Is COSTING 2 manspextat tocl?

1zplenantazion

Tha clienr shonld:

« Caleulota zozal cvarbead costs.

Rome, elesceialey, depraciation,
nsp2gexent snhoviaa, fusavance,
ots,

Thate &¥a twd CoREVS?

(1) 7irae 2ied the toral by &dding
all overhead coste,

{2) Secerd, divida chis sun by
goral ours of labour or
total unito of grodustion.

Allocation by labour huuve is owore
accurate, aespecislly vhin zeny
products are boing ranuafuccured.

Yes. CUSTING can give nenagezant
the information thay veed to decide
if ic i3 poscibla ts =uke and seil
a product at a copatizive pzics
and cen halp wmazagement decide
betveen saveral products of smaans
o? preduceion.

« Calculaza woer™e - rata vo allocvate overhaad costs.

=~ Duteralne coaks of products canuilactured or services pruvided.

= Uge COSTIRG a8 o wuy O

~  Dutarnining salling price.

- DPacidfsy vhatheyr or not Lo 2oka a jroduct or provide a sarvica.

N
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Bustnsge Skilla/laragewsent

CRETHE, = AVISSR'S GUTDE

is topic is dntindet 3¢ monafecturing clienes, sinte che 208t S0 &
yatadl brsizess Lo wiat be pays Zor hic stock. Poimt ot fo yoer cliams
that b2 should be #dls to stale this cosr of evarytiing he eekes, Jucs &8
o ehoposper Lnovs the cost of nhet ho buys. ‘

Mozt mwi‘fwm?iﬂs eileere will have scoe ides of skalr eoars, aves i€
Y are wery {neccuente. Aok your cliest er auggsst the crer of bis
poat evawsrly seoduzad {ee2, spi evk hiy how ha srrdres at as figuro ha
gives you. Do oy walos the netanial uvaud end o84 a worgie of eswee
ot o B uay alos &4 e catinsea of the stet of lsﬂmss: sad odd 2
geocieed margin ¢ the ¢not of mogarial aud Rabtour mr,&.&:: o seve
to bufld on bis preesat wochods, racher thum azanj.eg‘m £f ho hed @wo
ides of hle costs ot all.

Hoge mwmfm%w‘ng sifsaen mabis ooms sttempys Lo dllscate vhe ceses of
sazerial to Solieidazd prodnces.  Svom &7 they do wc pilecacs chate
o 2r eholy £iafEYs lahisw on 2hw besls of the eles vpeat, it fe ot
aifgiruit to fetidvuce his fdza, IvAlvaecc coste, & ovmn. are
mave eitilculs to am‘»aw e thromgh the wrioee grparsed Lovslvad
iz sahing ¢ typieal w;x‘.&mc, geazadny wich eks rd r:a»winln ad g3k Tha
etdone Lze D qun by sure he sanovern oseh feam, . Hiea ke sam bayesd
ehe oEags ek which b olicpates csats to fmdividual Auemu, b0 wiil
prcbably ooy chay obhar oRuts Wi covorsd by Lic g-rotis.n P 1< 2:1.5]
shot wey pere of tix eslling price wilek covers costd s wot grefic,

end thee it fo desperaes €9 Exa% it as euchs '

S the chient thaz ke will rot start te mabe profica ueeil aif io
costs have “ear arrarad. Kacroduce tho comcapt of overhuade by
compaviey a varmslactuelsg with 8 razefl tusinesn. & vorallse kzows
the pupehney ot of Bis stocks, but fc 1s ctriows vhal he msoe add on
a earpln s covsT WHgES, FeRE and 9y of befora Le SEATTI €0 dako A
prodfe, Um el saes sy, raw mavaris!ls ansd lalcery are tha basic 2O3ts
of 4 venelsctured piodust, Wt nbe overhwad cests rust alec e covaved.

26 cou2
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&)

7)

8)

2%

BEocugs warfoss ways of allocsting costs, Lut e2ress thas ths method of
silocation i nat oo feporsast; wast estiase fs chet all the overkuads
ara oeaTed by soiling prices, zed thaz thers i3 8 grofit is addiclen.

Tem 2ol 2oy he Wﬁm coua faes ot < high profic shile the
seliieg price of ethsrs bawely covers <ls coas w2 zex omterlels. Telp
ehe clic.a te calonlate Bls coets, and cosiers thess with gelliag peicos.
Sfemss ways of lucrensding 53100 of the peofisciio Siams, end alinisstisg
icnses o2 the o5bevs.  Stvese g sy esles sk espiwitute mmethiog
£o ovarkesds ATe Bowisy Chio melkizg, St mect tijeate com giser ths
upix® of uhele solss owvsds movs swolftehis graducts, eved If thoy
caanet Suczeacs cha griccs of lese jealiisble itsns.

Clisnte may Se uaascosssrlly foighiensd ol o sﬁaeam m Seezonniag
peices, Show thet it {e botipr ass &,wummnwwzm
thas co eeciiows waking locsse, asd yosmwegs the -\z‘f.ﬁm £ ar!:ﬁ: cRerziog
8 Nigker price. wmtamwwufmmmnmwz
sariously wffectad.

Refer to she pricfog topiz.  Advers chet m-»w:www 43774 sﬁws&a
chuly production 20588 oo ebsaEvn Weiciva *vm.s i ;’a- a3 93
wall siove egulvalspk mwzi“m prices, tRey m [ w tha ftom
az 831, wut 4f chere appeare to w3 2 wide mrgie,’ ‘e umu udd
oa 8 hishor sreflic mneais thwa 12 vosgenicies &a‘ e - 0

Ths key to wssy chieuss’ zussars ol growdh o wesafecorving is sholr
abilizy to tieder for sffindad oonivestarfor oekoel wiffevey, BmSISings
end 80 sa. Straes ehar i fs vwivel o2 Yo glie o5 eflevlabe costs
proparly ia order cc bid Eor offielsl cousessts. ol the Lifeng g2
tdentify apgropeiata tamdavisg appseiunicies foz hils bupinegs, ok %slp
hin to calculets 2 price whled will predurs 8 rolscusble prefis dut slse
bs low eacujh €0 ba <capesitive.

12 8]
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Buaineve 50 illeMmopunins
COBIDSD = YSSYONEROR'S SUEDE

Toke o faatifer izex whess produetlon craloesy csn pivesmeily shaeave
08as 5o the clzesvesy guch 40 & cup of Tew oF & Eyped lecter. Ak
reatssce to wise dowm thege i%ims obich oobe up b <sss. The
ancorials eve esoy s fdsacify Yot of Liesle lsporseecs fo relstism So
the tacal cost, Diroet ledour 45 levs sesy. Orarhizads which wmelie wuy
ghe vast welogiey of the eotsl cost ere wary diffieuit e {dentily end
to aliocste. 20 ohls evunplo 2o distiugaish Borwesy divatt coste 2ed
ovestoofe, osd to demvascrote €8y Isgevtume of {zeludiag everhesds s
the total cost of & prsducs. & grfcs which fneluled omly che wstarfals
which sre voed ie & cup of Tos of & letuer wexld be fnsipsificeat.

Select & number of feome vamdsctured by typlent silomse, uad A8
possihle bring suxples into the classcsus. Ask srafmsss co Mat the
direce oni indfvace cuots Lmwelved fn wakiag cech oui, Eoomrs ghae
aoching hap bocn oulesed, sud chie divcuss Mow tha overbsia cinie
mighe by allosated 1o Individusl produces. Remfied tralness thet Shoy
elould 56 able € recommend @ethods whick cin aasily and quickiy be
used by thefr clisnce.

Dissyitute che form; scress chee che garcicular layout iz cniwportsnt,
what Totcess is chat overy cost is included, Somc forms ol chesklist
iz chevefors useful. Discuss 5she relarive sdvencsges of allocaciasg
costs sccording to the hours worksd op esch (cem, or che susber produced
in s mopsh. Strees thaz cia odjective skould be to fnrtrodusa clfemcs
to & systes they con understands anl «i3) concinue to uee without the
edviser's sssintonca., Traizecs should tesch clients the sathed they
exa eyt 14kaly vo underdrand and uee.

Manufaceurers difier Srom one anoeher 1ar more than ratull suops.
Traicers must veslise chai tha COSTING mechod will depand very much en
tha ceture of tha product that is belag produced ard the abilfty sod
faclinacion of the clisnz. Discuss service busizcsses euch 43

? b
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restourants or clothime vepalra, or the taazery and wehizia repair
senineaces fliuserakad in Exercises Ooe and Twe. A barber, fer lnatance,
soes oo satecisle at ell, bat fs eot 2 vezafley. ALL hie coste avre over-
weads, ond thay ouet alt bu covered in shs cont calewlazies,

Show by ausaple that e voluzs of aalas Lo ghe woot imporient facter 1o
she cost of any groduct or e2rvice whsa vew wmiarials aze taslaniticme,
Compaze the coscs of sn flrmufeal cwp of zua served by a YestauTant waileh
sarves ten cups of toz 5 dag, asd awetkbeg elue, ond anothet wbich colle
160 cwps & doy, seesndsg chat deth coald be hevdled by sze oen. firess
that L0 overbsod cocts are allocuied oa che baslo of unlersuployed
dabour dod fozitieies, ey will probedls revale unlsyegepleged Boesuss
the rassiziag pricss will Le ton Ligk, Advipsrs oheald kolp thelr
cliemes to coeablisk tas Riksly lawald of melss 8% ¢sveale yriccs, ad
than to eatcolate «whuedar uhelr coocs will ba covered at this volume

aad price of uek.

Raeind seainaea of the ssnorlal on prising, or dasl wieh iy a chls erege.
Advisere should act escournge thoir clients €3 ﬂg;gmz enzpenlisive prices.
Costs ehoald bs calculated fn onder co gzo 15 elfasts cin coupste wieth
other local products or vith imperzs, amd thus to denlde sz produces

g0 xcks,

&£
P

(=13
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- REERCTIR/COSTING |
& Twrsh tancer buys skias irca huaters for P 10.00. Mo tans the ckius and
then sells zhem o Botsuena Crafs. fa wieds I 2.00 for hinaalf and Zhe
loilwlga %o ton coe gkiny

= 2 kg Sate ax J0t per k.

o 4y Checdeads zi a cast of JOr per k§.

wg_lml Selculste tho cost of o Taoxed skin., Vhat must the seaner
; deteraine before he sells his shkics co Boveuwns Crafe?

AXSUYER ggmm 1
™e cost of the tannid akin will be the cost of the componcatas
Macarfalss Skia #? 10,00
211 c.0
Chanicals 0.49
Latour .00
Overhaadn all
Cost of Cee Tacksd Skin = 213,18
S - 7]

The P 13,15 0o hia coot. He muse csegldar his uarkup o onder to detsrmine
the s2lling price balore che Botaucma Craltc Beper copes.

cole

56



ENZRCESE/COSTING 2

Buzsheko's Auts Dapeivs bas beon ashed to glva an estimece for the ragafr
ol 8 cougels vohlele. fla [atends to 2ecipn his assistant to the job.
Y4 gayz ehis assiscane P 1€.00 per doy.

loreheko exzminus the wahicie and dotormizee the followiag will be requived
to repaly ir: .

= Poanyt costing . P00

o Painc, 2 tins costing 8,00 cach
= fumper 239.0v

= 2 Headligheo corting 25.00 ssch

= 3 daye Labsur by thke Asaisusnx

Razghoko e caleclacsd his overbasds ac P 30.00 per day., 7Thia {ocludss
raat, depreciacion, vools end his salary.

¥s axpects that he ond hiv ascsistont uwill be fully espleyed workling on chie
j“-

Inscructlons: (1) cCaleulacs the cost of she zepale.

(2) Wnsc uust Racshele Jdeternios before he glves his
quote to tha courkil?



ARGUZR KEX/CIOTIEG 2

(2)

Nareriale

Labour
Cvezhende

Total Cost

RAISKEXD'S AUTO KEPAIRS

Cestlog Yora
3 % Dumper
1 = Jounat
2 % Beadlights
2 x tins Valne

3 % days @ P20 per day.

250,09
160,09
%0.00
10.00

Racoboks wust Jeteruine the amscat he wishes Co &dd as marksp
befove prepacing his estimate for the council.

=
,ﬂ_‘ﬁ'
-t

018



DERCISE/RCIPG'S WHETTER

#iee Rpopo has Just purchaged » imfceisg machize end plens .to maha Jersays
for oale fn ths M:ll. She Seliaveu the P 3O machine will lasc tea years

awithy propar cars and rolutoenance. :

hfear doing some sessarch she £inds that che folicwlng expansea will te
foenered Cor o muuch of operations

Nacezial 50 cone2 of Bigh bulk serylic wool P 300.00
S0 sposle of thread 30.00
Labousr 150 hours 9 30t pur heur
Oretheads Rent ? 50.090
Elccericley 26.00
Trassport 2.9

Depreciation 2.%0

Cutput par wonth i3 expectad to be 100 jerceys.

Tagtructisnss Calculate the cost per jorsay aliccating overhesds tased

on iszbour hours.

coly



ANSULR KEY/X50P0°S ICAITTRA

To £ird tha cost of ons Jersey wa sust first find the cost of the cospensnts.
1iw production run £a 150 Jerzays.

Hacerfals ?:'5'%%% s P 3,20 per Jerssy.
Labsues 150 nours x 30t par houe o P 43,00 for 202 Jerseys. ‘
L4 ‘ﬁ;ﬁ.z-;-m = &3z per Juresy & 1.5 houre per jevssy.
Overhands: per thour allocation Reat P 50.00
Bisezricity 20.00
Trenspore 2.5
Depraziscion 2.5
Total Qwerhesds F 73.60
[

Tha alleczzion based ocn labour hours would be:

¥ 715.60

et 30t par hour.

Thevefera khe allocstien to esch Jersey would bet
80t 2 1.3 hoare = TSt per jevewy.

Tha cost per jerssy le: Macerial P32
Labour .43
Overlinads 0.75

Pyl



Rioiness Naxe: _ K 5@2. 2’8 Knir gt Datet L Tupa

Pericd: L flax to 3 Moy 19 _
OVERHELDS COMPUTATION

® e _P se:00
{(8) Electricity ' D0-00
(CY Repayment sad Interest

{) Office Exponce - .
() Tolophose . R o |
{f) Trangpore o _d-g0

(G) Insurasca

(8) Depreciaeion

(1} Repalre and Sparas
(J) Dead~Tine

(8) Mansgeaent Salaries

(L) Ocher
(NP RS TRTEC
TOTAL ' P 75-0c¢
OVERNEAD RATE
Total Owerheads par __ P 7¢-¢0
tperiod)
divided by: :
Tota} Sorking Moves OR Units of Preduction per _ flgeit jg0
aniﬁs
eguals
&
Overbeads par Hour OR per Unic of Production gL
Ingeeuzkions: ‘M\m‘)

(1) Lisc all srerhicad caste boch cash 2nd nmoa-cash.

(1) Devermine aurber of labour hours or ruader of units of producticn.

{3) Eosura that all calculatlons are for the same pariod (weok, month, atz.)

{4} Deleta above whlchaver {s vot applicable (hours or production units) co '
2woid conlusion.

2] “



WIDELS KT ! ity pATB: _ 1 Suwgs

L4

COSTING FORY
e DR V' (T 4
EICKIPTION:
512%: fles
(1) MATERIAL USED
PRICE
QUANTITY DESCRIFTION PER UWIT AOUNT
A Secn Tuagad uo -0
TOTAL WATERIALS 330
() Lasoce '
K 1 ring | Hovns & __30¢ 32
Ssuing ’_ koms ? _30¢ 1y
BOURS é ‘
TOTAL LagokR Q) tdes”
(3) OVERZEADS (Rent, Elecrricicy, ate.

Yores upa CVERMEADS COMPUTATION Fﬂm
I 3z lours QR O Uale of Production @

(Ov crﬁaﬁm
TOTAL OVERHEADS 07
TOTAL COSTS b:'40

%)

£

MARR=-LT FOR WMOLESALE @ % OF TOTAL COSTS {adove)

VHOLESALE PRICE
MARK=UF FOR RETAIL s % OF HWOLESALE SRICE (adove)
SETAIL PRICE




Busincoe Skillo/Mugernews
HAXUFACTURING MAMACEMENT

WY IS MANUFPACTURING MAMAGEYENT DPCRTANT?

Is there any chaica thst che businass might produca high qualicy produces
thac no ons wanks to Luy?

Doas the owner know whathar it might be more proficable sometioms to have
soncone else parfera pare of cthe preductisu of 2 manufactured good?

Can the sinese make aore profic selling chrough wiolesalars, zarsilers
or tha Goverrsent or by saliing direct to userd?

WGIAT IS MANUTACYURING NANACEVEINY?

WAXUPACTIRIWS MAMAGRMENT velors to the dfvectioen, plenaieg and controlling
of a mamufacuricg buslnoss. Hinsfacturing tusieassss teke vaw mEerials,
add labour, end change thoue raw ustariels fugo 2 43¢lerane, more dosplets
produce for galo. :

BV TO MANAGE & MAMUTACTURING PRISINESS

There avs mni’emm: dsziasdons valque to sowufacturess, Seos of thege
dechsions Soeluedus

bhae To Mk
o Tha manalasturoy vuse Bale Inve aceount hls thills amd che skill leval
of avalilable emplovecs.

- Tha cacubscrursy shewld assess the svaklabbifcy of rav nacerlals wead
ea produce Bis preducy acd che cast of rramupeve 50 bring the eaw
mataclals ¢2 his woruplace.

~  The mamsfacgucer shooeld b weare of kb demand for his produst In ohe
sarkogplace  tha guenticy he 2owld sell amd che priece be ceuld sell (or.



v

Bow to Make It

The sanager shoul? be awere of the appropriate technology for bhis place
of businace and level of produckion.

The nanager should ba sure that any méchioery used can parform 2t the
site chosen, and csa be serviced {or reasonable cost In 2 skert tioe
paried.

The aancger zust be cevtain that any cecessary skilled labour torce in
svallobie or zan b trained fa & reasonzble time for a reasoeable cost.

ow Much 35 Mate

3

The eanegar thould prepare cscimates of demand for tha praduce be lotends
10 casmfacture 2o essurd that the desand Is adequaty #or the produceion
feval.

Uslag coatiag techalques, ha should prepare 4 estlmate of cha total cost
of preduciag ese ltem, on ascinace of cthe sollieg price, and decermiva &
fe eon be proflicably sold In the carket ag che productisau levels
sosimstad.

Bow ga Mazhaes the Prasugie

To uhalogalers and Jisnributars.
To racalioze.
To tha gexaral publie.



PENIRITIATION LAEREITE

Res. Yegols Des jued complated & hofteing couide sposmatad Ly het Ruvsl
induoreiyl QEfizen. Sho is mou able oo Wule o varlaty of greducts,
Iealuding lerseys. Gulnee seveinmg up Pmoiness slch bee new shill, o
docldar oo oo Loeo hee villapgs of Gubawe ze fimd sen about hey mavkel,

fasiruee lens: Prepare a 1802 of guenclsos Hea, Megele shoeld ask o ehe
villege. Nhae markak Esforating should she fled eul?

ANTUOR KEY/Dusonsivation Exeraise

Xrs. wogpole ahould {ind gwer

S8y Tt pyicz tha vilispe ¢ ave payiog Zor Sersays,

{3} T gualfny edpeeyad.

{33 e nuder of jevadrs whlsh ars amd coeld be sold.
{%) Placap Tmesh &0 shopad thiy a0uld be wid.

(5 14 palwe parments cauid ho geld,

§68 B4 raw mizerials ave avaliadis latally

£3% 1 auker shElBed sruivany ave wwoiladle o be hived.

(#) Troamapery 1o subwe roarky <Iilnges.

[ W3

¢}



BREPE-EYEN POTNY
Oftan @ wanRger Gauds o make & 4esfslon regsrding preduction or sales levels.
Wase kevael szt soles rescl fa erder Jor a profit o ba ouda?

tois fatermaviza is uselol vhes che clie € t2o porenziel wrvst I8 bmova.
Yoo bre.i-sesn poise Zommlo caltulacas tha tevel of scles ey prefuctisn

ariessevy for o tesinees o begle welifng & peofie.  Ye f3 Chka polint stmce
gaeol salee wiil egual Cotsl enpencas.

mm;wm Fived Rspanees
savmat P = . : AL :
The formula le: %?;Z:;?Lg I, Tolea = ;‘e?z‘%ér“%r"‘“‘r”o TR T

Fined cipunsay aro ovorkesde duch as vews sod Qeprechucion wilch de wot cherge
bl 3tve hedad of syaduzeien.

vorfabie cont pay heoy i3 the cagal of the matcrinlo cost and the labssr esst
fov wiab wnfn 3 goelewsieon.



& shelr asmisceurse hes the following sicuetions
+  Fiusd Expaxses (vent) of ¥ 20.90 por sench,
seeiabie Conzs pot ¢hclr of P 4,00, axd
< 8 8siling Price of 7 4.00 per che’x,

ingtructisngs Calcuiate tis muohar of chairs he needs to sell in ocder
¢s zabke & peollc.

ASUER ¥ Aepepscvation Evazeise 2

s et L~ e et

Uning cha fovsmle above we sabstizute the various amounts o get:

BToILTES

% 1xgd 28
Quanchey ? IeNiTeg Priee - E“wbbf. Ceses -

Theralore, 10 chslvs ased €2 bo £o9ld befare a prefic is mmde,

P -¥

s 16 Chalrs

Yazily the

peswles of the forwila Gy prepazing s Frofic and Loss ﬁ'tntmt}a ske sales

lavals

Salas (10 x 6) P 60,00
Cast of Sales (10 2 %) 3.00
Cross Profic 29.60
Enpanses 20.00
Yot Profitc P 0.00

SR

This aeans chat he twet be able 2o aake anéd soll sore zhaa tan chaire i€ ke

fs to moha a profle.



Bty Ensvledpe
Yhat £2 che memufaciucing process?

Yae do monufacturors hava ia common
uich orthar businsosen?

Yhat mexogonest probiems zre walgue

ro anzufzesurare?

What fo the Brask-Bvea Pofat?

tow csa ths nsaager use Srask-fvea
Pofiat Amalysis?

wlmntm
The ¢lisne ohould:

Msaulazturers take vaw “virerisls asd
add fabaur and cenvert the raw
marezials f2to & velwable prodece.

A3 Doolnsesas muse heep vrecavds,
coatrol duying cad selling, ¢satyel
credie, flasace chofsr sporarisns,
&4 plen for cha fuowze,

otk to eshe, how to mako ik, o
mch oo oopufesiurs, 254 bow g0
Tarket thl proturea,

Bresk-Bvan Poler fa che Jdevarwiza=-
cisa af tho level of pradecties
pectesary for o bueinese €3 baglia
to sk 8 profic,

- Beedk-Bven Polue Lzalyels slong with

sotimatee of workst demenl will
{ndicaca waecher or not Ig fs worth=
while ts samufactors 8 product.

~ 3¢ breck-cven poler axalysls to assist In making proeductien dacisiens.

- Uslng mathat fefermzcicn to aaka declsions on produccion fuvels awd

exidinz price.

o lavesiigare di¢iuvent ways of cavhecing his products aad select the nost

epprapriace for his buolzess.

q,'\“ oh
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Sglnsas THILLa oy oaand

MNCTACTURING WAYACEVENT - AOVESER'S GUIDE

NemoZoconring clionts have eraiz skills which you slmoot cexiefaly do not
ciwcm. It is imgparceaet 20 recogmise this exd esapliviat ctients ca
eholr skilis, sad ag the ssme Gime Co eicz ther cholr okill cust e
puceed by alfeciive msragemcat.

tadarused S33CER LX3 AVEH BOES CORESH {a sarmfeccuring businesses Chan ia
cesdias coes. Coreful obworvstion wlll cimest cezgainly vavenl stocks
of alcy vovirg vac sasoriale or fiefirhed goede, oF @gwnln o~
wetaciee f 218 Clafched prodeces ap woch-iv-grograss. Ty smwol of
duee iviag ce sa le e & woelyl Isdfescse e hew loag £ Was beep
giere,  Abou clients how ssacks of this ware cvs in fact uhaorbisg thefr
zeavcs eapltsl. '

Keny sooafacturers iy aschisery rhae they do 08 tﬁ.uy naed. Caxeful
obeersuiion may zavea) aachises which azs wever, of hardly ever vsed,
vhich migkc b reated cut or sold ia ordzr o vl  souney.

woo uilnforasd cutslde obsarver oo ofcen wgmm pajor irprevessats Just
Becaase the cowantloas of the crade aze vefemlifar 2o him. Critieaily
euming your clienc's products, to sse whither Dowmy could be eavsd by
usiag ¢iffarear, ligheer, leus or atherwize chiagnd mevorisic, by
alisdnzciag corpencats o ogaracions, or by axy ethsr niand. sy
products ave vide 4o they are because they Rova w {agignat for a
Siffezreny maxstrceairg Evthod, or whea nsterlsla ewsa of difdorent
coste. 1t Lo oftan posoidle to lower peices and imyrove guakicy ag the
suze cloe.

Help your cifwsx so ldsacliy the broak-svon polas s Als uuéu‘im. swd
discuss whyo im vhich proflce mey te axiaiawd, 1f ke tusizess 1s losiag
potay. Diseuns che pesoibliicy of “wavgimal pricisg¥, where soze goods
are ueld ax pricas far lower thea others, so leag as they amacribute
sunething o evavhseds.

Wy
N
)
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2€m£cﬂwemg zliantp oftsn fguere the poieatial for savings or fuproved
snlen by elangieg thedr mérh;lmg oetliods. Nelp your cliem: o axanmine
asery pessible c&mml tirongh which bis produsis rexth the public, and
go gelect thet whish is LMkely ro ylaid the Bighest raturm.  {37oss thst
this iz noc nocegncrily che coms o9 selting for che highoat griess, since
a dieceent wy ackiove highsy woluce which cavee highu weafits fa che
arde ' .
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Brixdrcaw STElsMuvagiomns

MARUFACTURRNS YANACENENT ~ IRSTRVCTON'S CUI0E

Tealones ay foel doubrfvl sbout advisieg semufaccuring cliente, bacausd
of sheir $gmorsmca of the teehadlegy. Stress thag ausegacent fo
basleally the seae e crading and uesciacturing eatorprisan, and thoz &
ipaoveas cutsider with coemen sense cas ofczn make a very substontial
coneribution, parcicolarly to u crafeana wio Is so close e kis trade
thae Ro io uoahle we wiaw o shjuxtivaly.

Ash traloces te Kdwoeify all the ways ie which uonay wight "slesy™ in @
samutsceucing businass,  Show that che poasidiilcies for vedorused
caplcal are far wore numercus thim ia » chep, and dlscuns woys fa uvhich
monsy which i “slesping”™ in excessive raw moterial, wvork-lu-pregrecs or
finished scocks, of uachivury, might be "woken up™.

If tima permits, cuonive a fanflfar feim such as an caveleps or o pencl)
with crainees, aud ack uhen to kdenelfy possibie vaps in which ivs mamu=
f2cture niahe be simpliflcd ov msde less expensive. Demsascrate that
fc Is possible for anybedy e make veoliselc cuggrsticns evan about
gonachizg which has beam wade In a pareizuler way for a very long cloe.

i practicable, ruke rrafnass to visic a sushbar of saali and § esibly
larger araufaccucing unics. Descasteate the imporvance of wall
organised workshop loysut, o sveid doubls handling end danige to gosds,
and ssk traicaes to note down points of criticiss about the apparent
L1oyout and mamaganene of the units uhich should be discusses on thelr
raturn it thy classrocn.

It i3 easy te ba pussinistic about the potential for mapufaceuriog snall
tualaeeses {n Botswena, becaugs of compatizion frow loporss. Discuss
anarples of wicassful maswfscturing ¢nctarprisss [n Botsuans wick
traluces, and fdoncify the ressons for cheir succoes. How can cliancs
be epcourugsd to suecodd o the sann way?



6)

Streae thot rocafl shops sre the fimed ek fn eses aseulacturers’
wockening chaln. Yomufasturees, avan ssablescake clicuiy, must selact
the sost apprepriate markating chaln for thelr produsea, fu reiation to
the mszkat and the scale of cukpuk. Discuss tha varieus aleaenatives
and cnmplos of compeales which choose owe merhod ov aunther. Ewalve
typieal cliarc markening prectices, and discuss whotder They oxo the
wose affoctive.
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£ THE/CRATR YSUTACTLASY

A chafr aamulaccurar bap ehe follevieg Prolit ond Loss Statesuar wich a
produstion of 23 atwlve: '

galec (23 chalrs ac P 8 gar chalr) P 00

Coue of Sales i
Crose Heotie .';0
Expsases (Rent, Vages) &0
Sat Prodlc r {30)

L.

fvancious

(1) Gow neny aore chaivs does he ased to sall 1o breazk evan?

(2) s 19 chinhiiag of ralsing the selliog price to P 10 por chalr, but feals
he can ohy sall 20 chaire ot thoe price. What would bis Profic awd
Logs Statamtnt look Lfke In chat case?

(3) Whze would Mo braakeaven pofaz be L ha raioes ule peice to P 107
{Expensas will vosain che sexe).

(4) lie aight fustead lower bis price te P 7.50 gar chalr. Tha sanudocturar
balleves ha con Jeubie salas to 5O chafrs ar thar price. hat would hils
Profic and lLens Seavement look like In this cose?

(5) Uhat Is his breakecwan pofac ac P 7.30 par chair?  (Expenses remaln the
saa).

(6) The mamufactursy (inds that at che highar rata of saies (30 chales) ke

wast bire ap assistast for P 0.  What will his Profic scd Lows State-
meat acd braak=evan polat Se uith the [acreased expenses?
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AVIWER BEY/CAMIR MAXUFACTUSER

(1) Usimg the bresk-sven polmt faraula, ths quantity of chaics sold needed
to eanch D profiz vould bet

Break-Lven - §ixed ) | )
ey G Rl BT ¢ W eln

“The varledis cours per chale are sakaulased by soking obe cost of goods
gold (150) 2nd dividing ther awouat by the runber of abairs sold (23).

Te chack chiz avswst o Profls and Loay Sratement cat be grepied:

Sallas (O 5 8) ? 32
toue of falag €40 x ¢) 2406
Gzzes Prolfe 50
Expensen @
¥at Profic l r o

AL

(2) £f che ssdifag price is raised vo P 10 par chafr axd gsales of 10 per
aeatk, thy now Profic aod Loas Statiment would bat

gales (30 » 10) P 200
tost of Sales (0 5 A2 129
Ceoss Profie 20
Jugenses ‘ L8
Yat Profit’ Y

) s

{53 fsing the deesk-cves polat forsula we gety

Peudnetion Pixad Gupaanas , P &
teantity. * TATGTFIG - Tainle o "16-3 ° 2 i,

wne

A
=¥
\:\


http:vczula&.vW

{4) ¥lekb a pr{ca c.‘. 37 50 and sales of %) chairs thw Profic and Loas

wiald bes
 Sales (7.0 » %9) P 17
ost o s.m {6 & 50) ‘00
Crosa I'm“t 13
Wmn )
" 'Sex Vrotic | X))
-

(S) Tho brcnl-cna plat walé bat

lhmd
(ag Peice = var:

or 34 shairs to make g prolic.

mﬂw - 53.3 QNlrl.

(¢) Nicth Increased expensas of P 20 the Profic and Rwe wldufm

Saies
Coee of Salas

Croty Profie
Expeasas
Xoe Profic

Srgak-Evas Point uculd bat

E.vwes
Falllng Price - vsriabie

P 373
33

73
108

oeomis

P (2%)

'f.‘%‘% a 87 chafrs.



EXERCISE/RUSSELL 'S METAL WORKS

The redavelopzonc of the business avea In Rsmotswa posed 2 difficule prodblem
Zor Bussell, proprietsr of the Russell Meral Norks. He had beva olfeved
different oftes, 2nd had to decide wichin tvwo days which he ahwuid take. A
plan of the markat ares appears as Exhidit f. Site A uas abou? 100 saiare
matres, aod the vental was P 100 a year. Sits B uma about 200 squate matres,
2ad thae rental wzs P 00 o year.

The zetal voriks hud uacfl chen been carcicd on In one of tha thircy poorly
congtructed ‘traders’ dulldings wilch hal surrounded zhe old open wmarket piacs.
Eoch of these dulldings hed been about 100 sguaro etres £n area, although it
kad alonys boun poscible to ovarliov onte the roads in front aed behind cthe
bulldlng fceslf. A grovp of local (cvestovs, supported by (evarmméent isana,
had commlecely racoastrucred tha oarker aves and tha eradars' bullalisgs.
Tanones veuld not De alloved to uss 22y space dayond the bousdacfes of chedr
plots. The maw uarket had purposaly been deslgnid to sule ¢icigront tradurs’
reade, and Nosseil %23 to cake Sfew & or Slte B i e vas going to 822y in
bugizess at all.

Bsorsll manulaczured a vide warfety of mecal arciclas, but about four-iiiths
af Wis business coasiezad of construceiep large water ctanks, which vira cade
to srder. of dlffaerant sizes and shapas for each czuazemat. The Canis ware
sold for sbout P 3% cach 3ad Russcll made about feur io & memch,  1a addizion,
uhen there vers £o onders for canks he Hept himself acd bls agelscanc busy
msking staundard sized drirkiag crougho and bewls, Ha sald thase w prising
custorers at 3 olighity higher price thaa was chorged for sinilar gocds which
could be Brught {rom the neardy towm, Russell heped that the GoviTEas e
«fforts to ancaursge vral Juvelopment and Lye coasteucklon of plped water
schomes s bis discrlct would leod to o atemly fnzreasa in his bupiness cver
the nest fow years. fls uosz recent Zalance Shaut and Profle ace Loss
Azsount arve showm In Sxhibic X1,


http:ckirg.eJ

Rassail’s malo ceopetichon was Irom Garsd worns in Che Tovm, wlah Bad Betnse
equlipoent thun the Rupsalil Neial b.she 58 eouwld affaed o6 by ¥ Iavye
queatity of macerfals each thaw fve lover sefeas.  Tow prices whied thay
chacged wire therefore lower thas tla Tesrall Waral Mesks, but the srazwilieg
rime and cost of delivery of bwlky torhy wers 1sivwrs i Surrellta fsvent.
The only comperiter in Namnewa (Rezli wias Do b tade wir peall fveme sush
as drinalng tromghs e 2 olde Vioe %@ bl 2segamivy tusiosys.

Ruscali made & vsuph wote of che swantigzs of Bex 4 amd 3, wiizy fe shovw
48 Cxhfeld 111, %o was 3:hil esebie 1o uoka his decislon, havewed, Imd b
ceaileed ehay ¢ R I wot decide ¢ulehiy, %o uvould Bt gat o s‘lam&‘ia tha
market at all. )

gubinte 1t Plan of she Waw Maphat st Fansisve
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]
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Gosstiony {22 the Rugsull Mutel Musls:

(1) hich of ade wpuazes uf tbe Baatell Walad Waphy voeié be Efnely 24
chatge £ b walod Buerwaned. aad abich speald B Hikely 5 suap 2ha
s3ged
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ANSWER KEY/RUSSELL'S METAL WORKS

89

@

(3)

Materials and wages expenses would increase as production increases, as
they change with the level of prdduction. Rent, ¢quipment and mainten-
ance, and interest would be likely to remain the same, as they .are fixed

expenses and are not affected by the level of production.

Sales should increse due to the new location in the new market site.
Customers would react to the impulse item. More customers, more sales.
As sales of large tanks are by ordar only, probably little or no effect .
on sales. The impulse item would benefit by the‘increased customer

flow however, the increase in sales is constrained by the amount of

space available in which to expand. Russell believes that sales will
increase, and so expansion is necessary to produce at the increased

production level.

Agsume sales and cost of sales increase by twenty-five percent. The

Profit and Loss Statement for the two sites would be:

Site A Site B

Sales P 2,500 : P 2,500
Ekpenses:

Materials P 1,250 P 1,250

Wages ' : 700 700

Rent 100 ‘ 200

Interest 20 : _ 20

Equipment and Maintenance 125 - 125
Total Expenses ‘ 2,195 o - 2,295
Net Profit P 305 P 205

||
II

.\
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(4) Yes. Although the profits are greater in Site A in the short term,:
expansion is serverely limited at that site. Russell believes that
the construction of piped water in his district would lead to a steady
increase in his business of large water tanks. He would need an area

for future expansion for the increased sales level.

(5) Site B, Russell needs to expand. Site A is not suitable for that
reason as there is no available space for future level of activity.
‘Site A is not suitable for a manufacturer due to its small size, large
number of distracting paasers-by, lack of access for deliveries and

shipments.
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Bugtinese Skille/Management

DECISION MAKING

VY IS DECISION MAKING IMPORTANT?

Cen the business owner predict the results of several courses of action and

decide between them?

Does the business owner know what to look for when considering several

courses of action?

Can a business succeed and prosper without decisions being made and guidance

being given to the employees?

WHAT IS DECISION MAKING?

DECISION MARING is the process of considering several alternative courses of
action and choosing the course of action most likely to accomplish objectives

of the business.

HOW ARE DECISIONS MADE?

DECISION MAKING is the principal activity of management. DECISION MAKING is
a continuous process. All business managers make (‘g and small decisions
every day. )

DECISION MAKING is guided and greatly aided by the information provided to the
manager by the records of the business and by the knowledge and skills the

manager has learnt in such areas as credit management and stock management.

The manager has the information he needs from:
* = Business Records
- His Knowledge and Experience

- Investigation of the Situation

DH1



He has a variety of "tcols" to assist him in evaluation and analysing the
information, and in guiding his decision such as:

-~ Credit Management '

- Cash Flow"

- Profit and Loss Statement Analysis

- Costing

- Stock Management

- Manufacturing Managemsnt

- Financial Management

The manager must then take this data and using the "tools" of managemént
skills produce the product of management = decisions followed by action.

To do this the manager should:
- Determine the objectives of the busineas.

- Determine the possible choices of action available to schieve these.

objectives.

- ronsider all the costs, both in terms of momey and gocial costs of each

option.

-  Consider the benefits, again in terms of money and gocial benefits of

each course of action.
- Eliminate those possibilities where the coats exceed the benefits.

- Choose the best course of action among the remaining a2lternatives.
DECIDE = AND THEN ACT ON YOUR DECISIONS!

No business can progress unless the manager is guiding and controlling the

business.

Decisions made by knowledgeable management based on good information and

followed by action is the best way to guide and control a business.
No decision is final. Because the business is changing every day there is

a constant need to make decisions to guide the business through these changes.

DM2
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A decision made today may well override a decision made previously. The

manager should know this and expect it.  He should realise the constantly

:hanging nature of the business makes it necessary.

Use "common sense" when making decisions., Consider the following common
sense aids to DECISION MAKING:

Use imagination when seeking alternatives.
Consider all factors; do not decide on one or two factors alone.
There are other factors to consider along with financial information.

Rewember that it is easy to overlook the total cost of something new;
remember to consider the costs of the small things that are part of the

costs of a major decision (e.g. maintenance, labour).

Do not count the number of reasons for or against but .onsider the

importance of each reason.
Double check all estimates to ensure they are realis:ic.

Get other opinions, especially of experienced or knowledgeable people

such as bankers and advisers.
Do not expact everyone to agree that onme alternative is clearly best.

Make a decision.

DECISION MAKING is a continuous process of management., Some examples of

common business situations requiring DECISION MAKING are:

Pricing and Markup

Pricing: The amount of markup added to the cost of an item is
influenced by many factors. The total cost including freight charges,
delivery, etc, is used as a base for pricing decisions. Prices
charged should be reasonable and competitive or customers will shop

elsewhere.

A lower markup may increase demand for the product, turnover, and
profit, but this may not always be the case. An analysis must be
made based on expected sales levels, stock levels, and markup

percentages before a decision is made.

36]5 M3



Credit to customers: The manager must decide how much credit to
give, and to whom, as well as the credit. The cost of giving credit
should not be more than the benefit derived by it.

Stock control decisions business people face include what stock to
order, how much to have on hand in the shop, and what price to pay.,
The key to stock control is to have the ominimum suitable amount of
stock on hand, Determining factors for the level of stock include
transport costs, order quantities, turncver levels, profit margin,
delivery time, financing, money available, durability of the product.

Financing: There are different methods of obtaining funds to expand
or operate a business. The more conventional include commercial

and development banks for loans and overdrafts. Suppliers are often
overlooked as a source of credit., Buying something now and paying
later is similar to a bank loan in that a business has the use of the
money before it must be paid back.

A decrease in the amount drawn by owners also serves to the increasing
needs of cash o{ a business. If the ownmer can be convinced to reduce
drawings for the growth of the business, this less expensive method of
obtaining funds can be used effectively.

II : Credit Management

IIT1_: Stock Managemeat
1v_: Financial Management
v :

Decisions with Social Factoré

Adding a new employee to a business: The cost of adding a new
employee to a business should be less than the additiomal profit
which can be made by the new employee's presence if he or she is to.
be hired. A new employee can create additional problems for an owner
as well. The day-to-day operation, turned over to someone else can
represent a loss in control. Administrative expenses will increase
in training and supervising. Often there are other objectives than
profit. If employment of family members is important, regardless of
profit, then they should be employed.

DM4
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DBEMONSTRATION EXERCISE

The owner of a businesa by hiring sn extra worker is deciding whether or not
to expend his small general goods shop. He estimates that his wages will be
P 40 & month, and that profits will imcrease by P 60 a wonth as & result.

Instructions: Should the shopkeeper hire the extra worker?

ANSWER KEY/Demonstration Exercise

Yes. The fact that the profits exceed the costs make it bemeficial to hire
the extra worker. Many busincsses lose profitable opportunities because
their ouners hesitate too long and the opportunity passes. If a businessman
delays & decision and does not grasp an opportunity, he is actually deciding
not to do it. Decisions cannot be avoided, An avoided decision .s a

decision not to change, which may be the wrong thing to do.

DM5
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CHECKLIST FOR COMPLETION -~ DECISION MAKING

Basic Knowledge
What is DECISION MAKING?

Why should costs other than
money costs be considered in
making a decision?

Where does the manager get
+ information necessary for
DECISION MAKING?

What tools dces the manager have
available to guide his decisions?

What should follow the DECISION
MAKING process?

Igglementation
The client should be:

Usually DECISION MAKING in a busineus
is choosing between alternatives,
picking the best vne for the business.

The objectivea of a busineas may
include non-profit items such as
prestige, employment and stabilicy.

From the basic records, his knowledge
and experience, and &n investigation
of the situation.

All the marketing and management
skills. ’

Action to implement the decision.

- Setting out the objectives of his business.

- Using the management tools to give information about the state of the

business and costs and benefits of alternative courses of action.

-  Investizating all alternatives which are practical.

-  Making management decisions.

~ Implementing all decisions made.

%‘f? M6



1)

2)

)]

4)

5)

6)

Buoiness Skillo/Management

DECISION MAKING - ADVISER'S GUIDE

Many alients are not aware that they can make decision about many aspects
of their businesses. They regard prices, opening hours, goods to be
stocked, amounts to be purchased and services to be offered as fixed oy
custom or competition., Show your client that business success congists

of recognising all the possible alternatives and chocvning the best ones.

Remember that your job ie not to make decisioas for your client, but to
assist them to make their own decisionas. Help them to identify alter-
netives and the advantages and disadvantages of each, but always avoid

suggesting vhat they should do; the decisions must be theirs.

Show your clients that they camnot avoid making decaiaious. Refugal to
face a decision is in fact a decision iu favour of not changing from
whatever is being done at the moment. This may or‘mny not be right,
but is still a decision.

Encourage and assist your clients to use ipfornation from their racords
and accounts which they have learat te %:ep. Clients will, and should,
only continue kezeping accounts if they can make good use of -them to

improve their decisiona.

It may be appropriate to leave the client with the decision which has

been clearly defined but not iet made,  Say that you will hope on your
next visit that the decision will have been made and at least started to
be implemented. Stress that decisions which are made but not implemented

are not decisions at all.

Record decisions which the client has made in the client file, and
review them later. Diacuss whether or not each decisior was corxect,
why and how future Jecisions can be improved as a resuli of the

experience.
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2)

3)

4)

5)

Business Skills/Management

DECISION MAKING — INSTRUCTOR'S GUIDE

Show trainees that simple choices such as when to cross a road, what.food

to eat or what clothes to wear are in fact decisions. Ask one or more

trainees to describe in detail any such decision which he or she has made
recently, and to identify the available alternatives, the advautages and

disadvantages of each, and why the decision was taken as it was.

Ask trainees to list as many as possible cf the types of decisions which
clients can make. Stress that one major role of an adviser is tu
intfoduce their clients to the very idea that they can make decisions
about and control aspects of their envirunment and their business that

they previously thought were beyond their control,

When going through tte exercises, ensure that trainees are able in every
case to identify the source of the data on which decisions must be based.
Stregs at all times that accouating data is of no value unless it is usad

as a basis for decisious.

. Trainees may be familiar with school examinations and other problems

where there is 2 tight and a wrong answer. In most cases there &re no
right and wrong answers to management decisions, but this does nct mean
that business people need not take care about their decisions. The
very exercise of identifying the alternatives, and the advantages and
disadvantages of each, will improve the client's ability to implement

the decision correctly, whatever it is.

Stress that good management consists not oaly of making the right
decisions, but of implementing them effectively. The "wrong" decisiom,
that is cne which most people would not agree with, is far more likely
to produce profitable results than a "right" decision which is in-

effectively implemented.

|+ oD  oms



" EXERCISES/DECISION MAKING 1 TO 5

Exercise 1

A shopowner is considering buying a bicycle for P 120 (which will last two
years and then be worthless) to make dellveries of bread and groceries.
He also must hire a new employee at P 80 a month., The owner currently uses

a delivery service which costs P 100 per month.

Exercise 2

A busy shop is considering hiring a new employee at P 4 per day. It is
estimated by the owner that sales would increase by P 10 per day. The gross
profit margin is 20% of sales., Should the manager hire the employee?

Exercise 3

A restaurant owner does not know the difference between cash and profits, and
wants to withdraw all the cash for his personal use. -Is this a wise decision?
Why?

Exercige 4

A small general goods dealer feels it is important to employ his sister-in-
law in his shop even though it may not be profitable. What should he do?

Exercise 5

An entrepreneur wants to set up a tanning buainess but cannot find anyone

guitably quslified to be a tanmer. Should he give up the idea?

o
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ANSWER KEY/DECISION MAKING 1 TO 5

~ Look at the infotmﬁtion available.
- Consgider all factors.
~ = DECIDE AND TAKE ACTION.-

Exercise 1°
Alternative A : The Delivery Service
Cogt: Monthly Charge ' " P 100,00

Benefit: Goods Delivered

Alternative B : New Employee on Bicycle _ _
Cost: Wages per month . P80.00

Depreciation per month

P 120
on bicycle 7% months 5.00
85.00
Cost Reduction of Alternative B ‘ ‘P 15.00
Benefit: Goods Delivered
Job Created
- Increased Control
Employee AVailahle for Other Tasks
Reduced Costs
Decision : Buy the bicycle and hire the employee.
Exercise 2
Increased Sales ‘P 10.00
Gross Profit of Increased Sales (P 10 x 20%) 2.00
Less: Increased Costs, Wages ‘ 4,00
Benefit: - P (2.00)
DM10
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It will cost the business P 2.00 to hire the new employee.

Decision: Do not hire the new employee.

Exercise 3

No, this is not a wise decision, ~The owner doés not hav§ enough knowledge
of business to make a good decision. If he knew that he would seriously
damage his business by taking all the cash he would decide to limit drawings

to what the business could afford.

.

Decision: Leave the money in the business. Sz2ek more information about

the costs of creating a cash crisis in the business.

Exercise &4

The social factors overcome the figures. The benefit in social terms of

employing the sister—in-law are greater than the coat in money to the business.

Decision: Employ the sister—in-law.

Exercise 5

Technical skills are critical,

Decigion: Give up the idea of a Tannery. .
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EXERCISE/EWETSE AND MAURICE

Ewetse and Maurice had worked together making water tanks since 1980. By
early 1983 they were making about twelve tanks a month. They sold them for
P 35 each. Each tank included the following material:

.4 flat steel sheets for top and bottom at P 1.50 each P 6.00
ikg. rivets at 40t a kg. - . 0.20
12 sticks of solder at 25t a stick ' ‘ 3.00
6 sheets of corrugated iron 1 metre s@uare at P 1.80 a sheet. ‘ 10.80

In addition to the cost of the corrugated iron sheets themselves, the partners
had to pay 30t each for having them curved on a special rolling machine; .
They could have bought the straight sheets for the same price from the °
stockists in their towmship, but they had to be curved in the city. It was
therefore necessary to go to the city to buy the sheets and have them curved.
It'cost 10t to bring each sheet back from the city when it had been curved.
One of the partners had to make the journeys as well, and it took a whole day.
The return bus fare was P 1.00 and they would usually collect about 30 sheets
at a time. In spite of this difficulty in getting the sheets curved, the
partners had done well with their business and they had saved P 800 between

them. The money was in a joint account at the bank.

One day a machinery salesman visited Ewetse and Maurice and offered them a new
corrugated sheet curving machine just like the one used in the city. It was
hand operated, and there were hardly any parts that could go wrong. The
price was P 800 delivered to their plot. Lwetse knew that such machines
lasted over 20 years of hard use, and he wanted to order ome. Maurice was
not so sure. He asked Ewetse what use such a machine would be if the
business was to fail. Maurice said he would prefer to keep his share of the
P 800 gsafe in the bank in case something went wrong with their business.
Ewetse said that they would be able to make far more money if they bought the
machine and they would also have more time to make more tanks., The demand
for their tanks seemed to be increasing, and he wanted to be able'to take

advantage of this.

DM12
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ggescionsz

(1)

(2)

3

(&)

()

If Ewetse and Mau:ice made 12 tanks a month and nothing’élse, how much
did they earn for themselves during the month if. they sold the tanks for

P 35 each?

What was the full cost of one corrugated iron sheet, curved and delivered

_to the partners' plot?

What would be the benefits to the partners if they bought the sheet
curving machine?

How much more would they earn?

Was Maurice wise to want to keep a large sum of money in the bank in

case the business was not successful?

How could Ewetse persuade Maurice that they should buy the machine?
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" ANSWER KEY/EWETSE AND MAURICE

(1) If the business makes and sells twelve tanks per month the profit of the
business wonld be the total sales less the total costs (or selling price
of one tank less the total cost of one tank multiplied by the number of
tanks sold). '

The cost per tank is:

Materials . \

4 gheets @ P 1.50 per sheet ' P 6,00

jkg. rivets @ 40t per kg. 0.20

12 sticks solder @ 25t per stick . 3.00

6 sheets iron @ P 1.80 per sheet 10.80

Total ' © P 20.00
Expenses

Curving @ 30t x 6 sheets P 1.80

Trangport @ 10t x 6 sheets - 0,80

Transport @ P 1/30 x 6 sheete . 0420

Total : : o 2.60
Total Cost per Tank Constructed ' : P 22,60

Therefore the Profit and Loss Statement would be:

Sales P 35.00 x 12~ P 420.00 -
Cost of Goods Sold P 22,60 x 12 271.20
Gross Profit P 148.80

(2) The full cost of one corrugated iron sheet curved and delivered would ba

the sum of its component costs:

Sheet P 1.80
Curving 0.30
Transport 0.10
*Transport 0.03 : b
. : —_— LfC’»
Total P 2.23 :
i — 3
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(3)

(4)

()

*This portion of transport expenses Ls the allocation of the bus fare

(p 1.00) to the sheets.

The benefit of purchasing the sheet curving machine can be. expressed
through a Profit and Loss Statement. The savings in costs is P 2,60,
the cost of curving 6 sheets of iron. However, the machine will
depreciate over its useful life (20 yearsj. The depreéiation can be
calculated as:®

P_800.00
20 Years

Assuming the level of production would not change, the allocation pexr
tank would be P 3.33 ¢ 12 tanks per month = P 0.28 per tank, or
P 0.05 per sheet.

40 per year, or P 3.33 per wonth.

The new cost per tank would be P 20.00 + P 0.28 = P 20.28, a saving
of ¥ 2,32 per tank.

Their Profit and Loss Statemant would be:

Sales P 35.00 x 12 P 420,00
Cost of Sales P 20.28 x 12 © 243,36
Gross Profit P 176.64

) ST

This is an increase of P 27.84 over the previous profit. Over the life

of the machine the increase in profit would be:

P27.8x12%x20 = P 6,681.40.

No. It is a better alternative for the business to invest the P 800
in the new machine. The increased profit is an objective of the

business.

He should show him the projected profit and loss amounts and explain
that the curving machine is an investment which will improve the

business's performance,

DM15
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POLICIES AND PROCEDURES

The POLICIES AND PROCEDURES are the operating procedures used by the
Business Advisory Service to direct and structure the work of the programme

personnzl.

The POLICIES AND PROCEDURES detail how many clients a Business Adviﬁer should
have (Client Load), houv to sdd t2 and cenclude service to clients (Client
Suspension, Completion of Basic Records and Conclusion), whether a client is
formally considered a client (Client Status) and how a Business Adviser plans
his time (Client Scheduling). ‘

The POLICIES AND PROCEDURES detail the records the Business Advisers should
keep (Cilient Files) and the reports they should submit (Reporting
Requirements).

In addition other operating and administrative details are described in
POLICIES AND PROCEDURES.

All forms referred to in POLICIES AND PROCEDURES are included in the text as
well as in the Forms Glossary. Use the master copies in the Forms Glossary
to make additional copies of forms. The Forms Glossary is designed for this

purpose.

The POLICIES AND PROCEDURES are designed to co-ordinate with and complement
the General Orders of the Government of Botswana, The Business Advisers
will be guided in the first instance by these General Orders and by. the

_ instructions of their seniors in the Business Advisory Service and the

Ministry of Commerce and Industry.
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Polisies and Procedures
DEFINITION OF CLIENT

DEFINITION

Client - a person receiving training or assistance from the Business Adviser.
A client is not a business, a client is a business persom,

PURPOSE

To ensure that the files and records of a person receiving instruction apply
to that person, To avoid the confusion that results from a file being kept
on a business rather than a person which may mean that several clients are

recorded together. The purpose of the BAS is to awsist people in improving
their businesses by improving their business rkilla. In order to do this we

must have an accurate individual record for each person assisted.

POLICY

-  To ensure that the individual receiving instruction is listed as the
client. '

- To ensure that all files and records reflect that the person receiving

instruction is the client.

- To ensure that client files aud records are not listed accordihg to
business name, licensee, owner or amny other category except the person

who is actually receiving instruction or assistance.

PROCEDURE

Each client muat have an individual file, All client files and records must

be listed accrrding to who is actually receiving instruction or assistance.

PP3
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When a person becomes & client for a second time (or more} the Business
Adviser should call for the old file from Headquarters and rosume using

the old file,

q\\ PP4



Poliotes and Procedurss
CLIENT LOAD

DEZFINITION

CLIENT LOAD refers to the numbar of active clientz being assisted by the
Susiness Adviser. Suspended clients and droppad or graduated clients are
not part of tho CLIENY LOAD,

PURPOSE

- To establish guidelines for the mumber of clients the Business Adviser
is activaly assisting.

- To ensure that the Business Adviser bas meither tao many ncr too few
clients.

-~  To ensure that the Business Adviser's schedule allows adequate tide for
edministration, vehicle maintenance, and other duties such as Trade radirs,

etc L]

- To see that enough time is allowed each client to affect progress.

PoLICY

The Business Adviser should have not less than 15 nor more than 20 active

clients.
Dropped/Graduated and Suspended Clients are not part of the CLIENT LOAD.

Business Advisers wmust have peraission from a Field Supervisor to have more
than 20 or less than 15 clieats.

The Business Adviser should allow adequate time each visit and achedule
regular visits to ensure that sufficient time is given to training or
asaisting the client. Each client should be allowed a weekly visit of
one hour in the Client Schedule.

PP5
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EROCRLURE

The Clieat Salection procedure should be usad to add clients whenever the
CLIENT LOAD irlls belew tie ainimum. '

Se2 that the CLIENT LOAD remaine within the guideline of 15 to 20 clients.

Report tha CLIENT LOAD monthly on the Morthly Reports.
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Poltotea and Procedures

CLIENY SELECTION AND ALDITION

DEFINITION

CLIENT SELECTION AND ADDITION refers to the standards and guidelines used to
select clients for training or assiatance by the BAS.

PURPCOSE

-~ To establish guidelinea for the field staff to use o deterinining who ‘
will become a clieat. ' '

‘= To establich the authority of the field staff to gelect clients within
the guidelines on Ciient Load and Client ®iu: ustablished by BAS Head-
quarters.

POLICY

The Business Adviser can add clients at his own discretion.

Clients must be added vhenever the Client Load follu below the mninimm,
. Clients should be added whenever the Client Load is below the maximum.

Diversity of clients is encouraged.
Clients must be citizens of Botsvana.

When selecting clients the Business Adviser should consider:
- The percon's willingness to learn.

~ The person's willingness snd ability to take the time necessary to

receive training or assistance.

-  The person's position in the enterprise. Preference should be given to
owners or managers who can use the assistance provided to improve the

wt o,
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PROCEDURE

The Business Adviser must start a Client File when a client is 'added..

The Business Adviger must report the addition of a mew client on the mont:ﬁly
- reports for the month end following the gelection and addition of the client.
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Polictes and Procedures
CLIENT FILES

DEFINITION

A CLIENT FILE refers to the group of documents maintained by the BAS on a ,

person being asaisted by the Service.

PUBPOSE

CLIENT FILES are maintained in order to organise the reports prepared

by the extension officers.

- Well organised files help the extension officers to provide efficient

and effective assistance to the clients.

-  CLIENT FILES will ensure continuity of assistance or instruction if

geveral Business Advisers assist a client.

- Headquarters review requires complete records of field activity.

POLICY

CLIENT FILES are opened when a client begins BAS training or seeks assistance.

All meetings between the client and the Business Adviser must be recorded in
the CLIENT FILE. An entrv in the CLIENT FILE should indicate one of the
following: )

(1) Training Provided

(2) Assistance Provided

(3) Client Unavailable

. CLIENT FILES are maintained by the extension officers.
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CLIENT FILES must contain the following:
Client Log
Client General Informatiorn Sheet

Conclusion of Service Fora
(when service had been concluded)

CLIENT FILES should contain the following:

-  Client Improvement Record with instructioms (if the client is receiving

training).
- AlL correspondence between the BAS and the client.

-  Any correspondence, documents and plans that are background to or result

from assistance provided to the cliznt.

The Client Log:

The Client Log should be started when the first clienmt visit is made. There
should be an entry made in the client log each time a client visit is made
even if the client was not present for instruction or assistance. The Client
Log is a complete record of service the BAS has remdered to an individual
client. The Client Log is necessary in case a client is transferred to
another Business Adviser so that Adviser has a record of previous assxstance
provided, The Client Log is the principal source of information used by the

Field Supervisor when assessing a cliemt.

The Client Improvement Record:

The Client Improvement Record is used to record the progress or improvement
the client is making. The Client Improvement Record is used to guide the
Business Adviser in training the client and to record the improvement the

client makes during training.

The system for recording client improvement is detailed on the Client

Improvement Instructions.
The information from the Client Improvement Records will be used to report

progress when making monthly reports. Refer to the Policy and Procedures

chapter on Reporting Requirerents.
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The Conclusion of Service Form:

The use of the Conclusion of Servicé Form is expléined in the Policies and

Procedures chapter on Conclusion of Service.

Extension offices maintain files for active and suspended clients only.
following conclusion of service a client file will be forwarded to Head-

quarters.

PROCEDURE

A Client File is opened as soon as training or asgigtance begins.

The Client File must be listed according to the person reéeiving training or

assistance,

All meetings between the client and the Business Adviser must be recorded

in the client file.

The Business Adviser will record all training given to the client on the

Client Improvement ftecord.

Documents and correspondence that concerm the client are to be included in

the Client File.

A Client File is closed when service is concluded. The approved Conclusion

of Service Form will be the f£inal entry in the Client File,
The Client File should be forwarded to Headquarters when the file is closed.

A Client File cannot be transferred to another cilznt. ‘The Client File is

non~transferable.

If a client resumes training after service has been concluded the Business
Adviger should call for the closed file from Headquarters. The closed file

- s s L] s \ N
of a previous client should be re-opened when training or assistance resumes.
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CL1ENT LOG

Page No: -
Client: ’ village:
Buginesa: Address:
Date Tndlcate whether or not the client was preéent and if BAL:i?fs e;_’
| ate present the trginin:', or agsistance provided Initials
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INFORMATION

CLIENT GENERAL

C{,TENT INFORMATION

Client Kame:

Postal Address:

Date of First Session:

Buainqss Adviser:

Ts thoe Client the (circle approﬁriace answer(s)):

Owner ' Wife of Owner

Pamily Member (specify):

Manager Partner Puployee

PROFILE INFORMATION OF CLIENT -

Age:

Number of Wives:

Education:

" Other Training:

Other (specify):

Single / Married / vidow

Number of Children:

Vocational Training:

Number of Years Experience in Business:

BUSINESS INFORMATION

Type of Businesas:

Number of Employees (wage earning):

Year Bnainesa.Began:

Number of other people working in the business -

such as family members that do not receive wages:

OWNER INFORMATION

Name of Owner(s) of Business:

Owner Resgidence:

Owner Occupation:

PP13
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CLIENT IMPROVEMEST RECORD

FOR THE YEAR:

CLIENT:

BUSINESS ADVISER:

TO2IC TAUGET

c/®

J

F

M

A

M

J

J

A

S

o]

Status at the End of the Mouth of

N|D

Cash Record

} 3spk Reconciliation

Purchase and Expense

Sales Record

Stock Record

Debtors Record

Creditor/Loan Record

Profit and Loss

Balance Sheet

Shop Lajyout

Stock Display/Storage

Stock Mix and Maragement

Security and Cleanliness

Coding/Markup/Pricing

Customer Relations

Adveitising and Prowmotion

Costing

Manufacturing Mngt.

Credit Management

Rinancial Statement Anal.

Cash Flow

Financial Management

New ""C's" Monthly

Note:

Inatruction Sheet.

For use of this form refer to Client Improvement Record

o
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CLIENT IMPROVEMENT RECORD
INSTRUCTIONS

The C/F (carried forward column is uaed:

(1) When a client first bagina training. He should ba evaluated by the
Busineaa Adviser to detormine his abilities. Any areas ke is competent
in before beginning training should be indicated with a "C".

(2) At the beginning of the year. A new record iz started each year and

this column is used to record the current status of the client in each
subject. This should include all competencies ("C") to date.

At the end of each month the Business Adviser ia to assess the client's
progress in the course. The following letters are used to describe the

clien

t's atatue,

After starting ("1") thera should be an entry for each

month until compentency ('C") is achieved.

C L 3
S -
P =
R =
NOTE:

Competant

Start

Progress

Relapse

Client has demonatrated to the Busineas Adviser that he/
she ‘haa satiafactorily learnt the topic and can apply all
the material taught by the Business Advizer.

A topic haa bsen introduced and irscruction has begun.

Business Adviser is currently teaching a topic and
progress is being made., A "P" muat be preceded by an

Ils"'

Client had been making progresa ("P") or had been
competent ('C") and is now no longer able to satisfactorily

prepare the record bock taught o. underatand the topic as
well as he/she had previoualy.

The topics need not be taught in the order shown. Businesa

Advisers should use their judgement in determining the order which

is best for each cliert., We should ccncentrate our training where

there is hoth need snd client interest. A client need not master

all topics on thz page before proceeding to another.
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Polieies and Procedures
CLIENT STATUS

DEFINITION

CLIENT STATUS referr to whetber the client is being currently assisted or
whether assistance has been temporarily discontinued (suspended). All '
clients will be either Active or Suspended.

Status Definition
Active Clients - = Clients who are currently

being trained or assisted.

Suspéﬁded Clients =~ Clients whose assistance or
P training has been temporarily
discontinued.

PURPOSE
-~ 7o identify how many clients are being actively assisted.

-~  To classify clients with a view to having Business Advisers plan their

time efficiently.
- To inform Headquarters of the level of activity in the field.

-  To make provision for temporary interruptions in service to a client ,

when service is expected to resume within 90 days.

POLICY

Anyone receiving assistance is a client. ~ All clients being assisted by the

Business Adviser will be either Active or Suspended.

The total of all clients, both Active and'éuspended will be reported on the
Monthly Reports.

When assistance has been concluded the person who was being assisted is mo

longer a client.
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PROCEDTRE

A client is considered Activa when assistance begins. A Client File should
be opened at once.

1f assiscance to the client is temporsrily discontinued the client zhould be
reclassified as guspended. The Monthly Reports rhould refiect this change.

1f a suspension exceeds 90 days, service to the client should be concluded
unless the Business Adviser has permission from the Field Supervisor to

continve the Suspension.

If the Business Adviser begins actively assisting a Suspended Client the
client should be reclassified aa Active,
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Polictes and Procedures

CLIERT SUSPENSION

DEFINITION

CLIENT SUSPENSION refers to a situation vhere a Business Adviser has stopped
training or assistance for a temporary period. A client is suspended when
either a decision is being made concerning his status or circumstances '
prevent him from receiving assistance for a short period.

PURFOSE

To provide for a situstion where it is impractical or impossible to continue
seeing a client and a decision from Headquarters is pending. For example a
clieat will be suspended for Client Absenteeist pending a decision from
Headquarters on whether or not to drop the client.

To provide for a situation where service to the client is temporarily
suspended but the Business Adviser expects to resume service withian %0 days.
For example, a client may be suspended due to maternity leave or during
periods of traditional activity such as plougting.

POLICY

The Business Adviser has the authority to suspend clicnts. Clionts may be
suspended due to:

- Maternity

= 1Illness

-~ Traditional Activity (e.g. ploughing)

When a decision from Headquarters is pending un whether or not to drop a

client and it is impractical to continue assisting the client, the client
should be suspended.
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Clients vho are unavailable for training should be suspended. Ciients may
normally be suspended for periods of up to 90 days.

PROCEDURE

The Business Adviser should record in the Client Log whenever a client is
suspended.

The Business Adviser should report on every suapended client wonthly.

The Field Supervisor will review all suspended clients in trips to extension

offices.
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Polictes and Procedures

CONCLUSION OF SERVICE

DEFINITION

CONCLUSION OF SERVICE - The standards and guidelines used to end a period of
training or assistance to a client. Service is formally concluded whenever
the Business Adviser finishes asaisting or training the client.

PURPOSE

-  To establish that clients ghould be actiye only as long as they are
receiving assistance and progressing.

= To establish the guidelines and procedures for concluding service.

- To make provision for replacing them with other clients to assure that
the Business Advisers' time is well utilised and the client effectively

serviced.

- To establish guidelines that will assure good relations with both

current and former clients.,

POLICY

Service to a client is always formally concluded.

The client is always formally advised of the reasor for concluding sexvice
using the CONCLUSION OF SERVICE Notification form.

CONCLUSION OF SERVICE requires approyal from Headquarters.

The CONCLUSION OF SERVICE procedure, using the CONCLUSION OF SERVICE form is
initiated by the Business Adviser.

A client may become a client again after he has been dropped.
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Service to the client is concluded for ome of the following reasons:

(1) Completion of Basic Records (standards and procedures are dealt with in

a separate chapter).
(2) The assiestance requested by the client has been provided.

(3) Excessive client abseﬁteeism makes continued assistance impractical.
When a client misses more than 30% of scheduled visits CONCLUSION OF
SERVICE should be recommended.

(4) The client is no longer available for training. This can occur, for
instance, wnen the client takes employment elsewhere or the business

is closed.

(5) The clieut does not have the zbility or resources to master the training

or utilise the assistance.

(6) The client will not co-operate with the Business Adviser.

PROCEDURE

The Business Adviser initiates a CONCLUSION OF SERVICE proposal using two
copies of the CONCLUSION OF SERVICE Form.

The Buciness Adviser states the reason for the proposed CONCLUSION OF SERVICE.

The Business Adviser will forward the completed CONCLUSION OF SERVICE Forms
to Headquarters as per the instructions on the CONCLUSION OF SERVICE Form.

The Business Adviser may suspend the client or continue them as Active while

the CONCLUSION OF SERVICE proposal is being processed.

Headquarters will iuvestigate as is deemed appropriate. One copy of th-
CONCLUSION OF SERVICE Form will be retained at Headquarters and the action
copy including instructions from Headquarters returned to the Business

Adviser.
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The Business Adviser will receive one of the following instructions from

Headquarters:
(1) Drop, conclude servica.
(2) Suspend.

(3) Transfer. The client should be tranaferred to another Business Adviser

or another cfficze.

(4) Modify Course Programee. The Businaso Adviser ia instructed to change
the trainieg or assistance. For example, when the client is having
difficulty with the eubject matter being taught or the course of

assistance recommended by the Business Adviser.

(5) Continue the training or agsiscance.

The Business Adviser will comply with the inatructions from Headquartera and
zake the appropriate action.

Instructions to Drop a client should be accompanied by a CONCLUSION OF SERVICE
Notification when returned from Headquarters. The Business Adviser should
deliver the CONCLUSION OF SERVICE Notification to the client.

The action copy of the CONCLUSION OF SERVICE Form retuined to the Business -
Adviger should be included in the Client File,

_ When the Business Advicer has received an instruction to Drop a client he

should forward the Client File to Headquarters.

If a client becomes Active after service has been concluded previously the
Business Adviser shouuld call for the Client File from Headquarters and
continue using the old file during all periods the client is being axaisted

or trained.

The Client File always follows an Active of Suspended Client. If the client
is transferred to another Business Adviser or office the Client File should

be immediately transferred to that persen or office.

wﬂ
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Business Adviser: Client:

CONCLUSION OF SERVICE or COMPLETION OF BASIC RECORDS
(Use for diop or corpletion of basic records; prepare in duplicate)

Business Name:

Station: Type:
This client has received instruction for months.
Ho/She has successfully advanced through the stage.

I recommend this client be dropped/awarded a certificate because:

—

Signature Date

"

FIELD SUPERVISOR

I recommend

Signature Date

HEADQUARTERS

I agree/do not agree with the above recommendation. I recommend that you

Signature Date
INSTRUCTIONS:
1) Complete in duplicate and forward both to Headquarters. You will
follow the instruction on the action copy returned to you.
2) If you are having difficulty with a client you may suspend him/her
pending a decision from Headquarters. '
3) When a client has been dropﬁed or graduated his/her file should be L&r’bo

forwarded to Headquarters _
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Date:

Client Advice

Dear - ’

A review of your file indicates that you are unable to crncinue receiving:
assistance or training from BAS. We are pleased that you have progreased to

the

atage. However, &s a reault of

we can no longer assign a Business

Adviser to call on you. Therefore a'decigion has been made to drop you from

our client rolls with effect from ’ .
.Sincerely,

HQ USE ONLY
Directions: Date Drop Approved:

1) Usge only after drop approved.
2) = Prepare in duplicate.
3) Indicate stage reached and reagon for drop.

4) One copy to client, one copy to client file.
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LJotates and FProceaures

" COMPLETION OF BASIC RECORDS

DEFINITION

COMELETION OF BASIC RECORDS - Recognition and Certification of satisfactory
- completion of the book-keeping part of the BAS training programme.

PURPOSE

~  To establish standards and guidelines that will specify qualifications
' for completion of the book-keeping part of the BAS training programme.

- To deteil how these standards and guidelines will be applied.'

POLICY

COMPLETION OF BASIC RECORDS applies only to those clients who have been

ingtructed in the BAS training programme.

Proposals of clients for COMPLETION OF BASIC RECORDS are initiated by the

Business Advisers.

The assessment of a COMPLETION OF BASIC RECORDS proposal is done by the Field

Supervisor as a regular part of his routine extension office visits.

The final decision on COMPLETION OF BASIC RECORDS is made by a Headquarters
Committee based on the Completion Standards and the Field Supervisor's

asgesgsment.

Clients will be assessed for COMPLETION OF BASIC RECORDS according to the

following sFandards:

1) - The client must. have sufficient knowledge of all the basic records
necessary to prepare a Profit and Loss Statement and Balance Sheet

for his business.

.,f’b

7, PP25



2) The client must be demonstrating this ability by maintaining the
appropriate basic records and preparing final accounts on a regular
basis.

3) The client must be able to do 8o unagsisted.

_ Though book-keeping ability only is assessed to determine qualificatibn
for the certificate all assistance and training given the client is
agsessed during a COMPLETION OF BASIC RECORDS assessment.

An assessment will result in one of the following instructions to the
Business Adviser: . ’ '

(1) Award certificate and continue service.

(2) Award certificate and conclude service.

(3) Do not award certificace, continue service.

(4) Do not award certificate, conclude service.
A client may continue as a client after COMPLETION OF BASIC RECORDS if he

has wmet the standards but can benefit from further assistance. -

An agsessment may result in the client being refused a certificate for one

of the following reasons:

1) The client failed to demonstrate ability in end knowledge of the basic
reccrds. The client did not meet the standards.

.

2) The client wishes to receive further training in the basic records

bafore receiving certificate.

PROCEDURE
The Business Adviser proposes the client for COMPLETION OF BASIC RECORDS : _

1) The proposal is prepared in duplicate using the Conclusion of Service
or COMPLETION OF BASIC RECORDS Form.

2)  Both copies of the proposal are forwarded to the Field Supervisor with

the Business Adviser's recommendation.
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The Field Superviser couducts the Assessment:

1)

2)

3)

4)

5)

6)

7)

8)

9

Tha Field Superviser will schedule 2n Assessment as soon as he receives
the COMPLETION OF BASIC RECGCRDS Proposal.

Assesement will take place as soon as possible during the monthly

oxtension office visit by the Field Supervisor.

Aasessment will be carried out using the Client Evaluation Form.

The Ciient Evaluation Form will be prepared in duplicate.

The‘Field Supevvisor reviews the Client File noting'all topics taught

and asaistance given on the Client Evaluation Form.

The Field Supervisor will ~ake a Sire Visit to determine what training

and assistance is in use by observation and inspection. -

The Field Supervisor will interview the client during the Site Visit to

determine client understanding and knowledge.

The Field Supervisor will record his findings and make a recomuendation
concerning client COMPLETION OF BASIC. RECORDS on the Client Asseasment

Form,

The Field Supervisor will conclude his assessment by recommending ome
of the four following instructions be given the Business Adviser:

(a) Award certificate, continue service.

(b) Award certificate, conclude service.

(c) Lo not award certificace, continue service.,

(d) Do not award certificate, conclude service,

The Field Supervisor will forward both copies of the COMFLETION OF
BASIC RECORDS Proposal and of the Assessment to Headquartefa.

The Business Advisory Service Headquarters will make a final decision on
client COMPLETION OF BASIC RECORDS: '

1)

2

Final determination of qualification for a certificate will be made-by
a Headquarters Committee based on the findings and recommendations of
the Field Supervisor using the COMPLETION OF BASIC RECORDS Standards.

The final decision of Headquarters will be sent to the Business Adviaer
as an instruction on the copy of the COMPLETION OF BASIC RECORDS

Proposal returned to the Business Adviser.
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3)
4)
5)
6)

)]

Clients approved for COMPLETION OF BASTC RECORDS will be presented
wvith certificates at a ceremony organised by Headquarters. -

Presentation Ceremonies will be scheduled regularly in keeping with
the volume of clients to be awarded certificates.

Clients will be notified of details conceruing the COMPLETION OF
BASIC RECORDS using the Certification Notice. ‘

Certification Notices will be prepared by the Field Suparvisor and
forwarded to the Business Adviser for distribution to the client.

1f service is to be concluded follow Conclusion of Service.Procedure.
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‘ CONCLUSION OF SERVICE or COMPLETION OF BASIC RECORDS
(Use for drop or completion of basic records; prepare in dupliccte)

Business Adviser: ' Client:

Business Name:

Station: . Type:
This client has received instruction for months.

He/She has successfully advanced through the stage.

1 recomnend this client be dropped/awarded a certificate because:

Signature . “Date

FIiELD SUPERVISOR

I recommend

Signature Date

HEADQUARTERS

T agree/do not agree with the above recommendation. I recommend that you

Signature Date

INSTRUCTIONS:

1) Complete in duplicate and forward both to Headquarters. You will
follow the instruction on the action copy returned to you.

2) 1If you are having difficulty with a client you may suspend him/her
pending a decision from Headquarters.

3) When a client has been dropped or graduated his/her file should be
forwarded to Headquarters
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CLIENT EVALUATION

Client Nm': Sax:

Ownar / Wife / Relative / Employes

Businesg Name: Type:

Lc;ati;on: » P.0. Box:

Business Owner: Licensee:

Date of First Call: 19 Months as Client: __

EVALUATOR'S PINDINGS

Review of Client File Site Visit/Records Check | Client Intarview
Material Taught (From File)- Material In Uge Materi4al Understood

@
)
3)
(%)
()
(6)
Q)

Stage Reached:

Evaluator determined that visits ware made over _ months.

SUMMARY

Evalution of Client:

Evaluation of Cllent Recorda:

Evaluation of Files:

- Recommendations:

Evaluator i Date
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Date:

To:

Certification Nogica

Dear . ‘ ’

COnsratulationa! 1 am pleased to inform you that upon the rocommendation of

the Business Adviser agsiged to you, . s Yyou are to

receive a Certificate indicating succeasful completion of our course in Basic
Recorda. You are invited to attend a ceremony to bn-hnld:
( Dafe{ . o
Time:
Veoue:

Certificates will be awardcd at the time and placc indicuted above.

Sincerely,

Directiona: (1) Use only after graduation appreved.
(2) Complete in duplicate.
(3) Copy to client, copy to cliemt file.
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VDESIGNED TO ASSIS]

&

'ATTENDANCE CERTIFI CATE

THIS IS TO CEF?TIF Y THAT

HAS COMPLETED A CONRSE PROGRAMME




Polioies and Procedures

TIME SCHEDULING

DEFINITION

TIME SCHEDULING is the planned, efficient use of the Business Adviger's time
to allow maximum efficiency and impact. The Time Schedule is the plan of
action the Business Adviser will follow during the month.

PURPOSE

Business Advisers operate according to a planned monthly Time Schedule to
increase efficiency, make best use of resources and time in order to offer
as much assistance to the business sector as possible. The BAS officers
will develop and use the management skills of planning (activities),
budgeting (time), allocation of resources (transportation, staff) and
decision making when preparing and using Time Schedules. It is important
that the Business Advisers develop, teach and demonstrate high standards of
planning and management. The BAS must demonstrate the same punctuality and
regularity that are expected from clients. The best method of reducing
clieat absenteeism is for the Business Advisers themselves to be punctual
and regular. TIME SCHEDULING is important so that Headquarters can plan
support and assistance to extension offices and assure that the BAS is

achieving programme goals.

POLICY

The Business Adviser Time Schedule is prepared in advance for each month.

All visits to clients, whether for training or assistance, should be
scheduled.

Visits to clients receiving training should be made every week.
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Assistence to clients and all other Business Adviser activities should be
scheduled.

The Pusiness Adviser should consider the foliowing vhen preparing his monthly
Time Schedule:

Client Viasits

Staff Mcetings

PDC Mestinge

Agricultural Shows

Trade Fairs

Vehicle Servicing

Adminigtrative Time

Leave/Hclidays

Vehicle servicing should be gcheduled to cause minimum disrqption of the
client visit schedula. C

Business Advisers ghould reschedule client visits disrupted by other
activities such as staff meetings so as not to deny training or assistance
to the client.

When there are two officers pooted to a station they should co-ordinate
schedules to maximise office efficiency. o

Only one officer should attend to the clients in &n outlying area
particularly when there are few clients.

In outlying areas an effort should be made to haye more than ona client to
make efficient use of Business Adviser time. '

Only one officer from each station should represent that station at meetings
such as the PDC and agricultural shows to allow client visits to continue.

Administrative time is used to update files and prepare reports. The
Business Adviser will be available to the public during administrative time.
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Two officers in a station shouid ensure that their administrative time does
not coincide. An officer should schedule his administrative time when the
other officer is visiting clieats or at a meeting or other activity.

The Business AMdviser should plan his time to accomplish the following goals:
(1) At least 502 of time with Clients.
(2) Not more than 20%Z of time in Administrationm.
(3) Not more than 20X of time on Travel.
(4) Not more than 10Z of time on Other Matters.

The Business Adviser should use a diary to record all activities.

PROCEDURE

The Time Schedule is prepared monthly in advance. A copy is submitced to
the Field Supervisor.

The Business Adviser will record all activities in a diary. . This infor-
mation will be useful in preparing the monthly reports.

The Busineas Advigser will schedule the next appointment to the client during -

the client visit.
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BUSINESS ADVISER'S TIME SCHEDULE

' Business Adviser: Office: v

From: To: 19

Day | Date [Location /Location [Location /Location

Tue
Wed
Thu {
Fri

Thu
Fri

Tue
Wed
Thu
Fri

Mon

Tue
Wed
Thu
el

Instructions: List the client or activity and the location you expect to visit
each working day during the month.
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quiciee and Procedures
REPORTING

DEFINITION

A summary of Business Adviser activities duving the previous month and a plan
of scheduled activities for the upcoming month. Monthly repofts are prepared

by each Business Adviser and for each extension office.

PURPOSE

To establish a régular flow of information to headquarters to demonstrate the
extent to which extension officers are accomplighing programme goals and to
provide a basis for determining support and assistance necessary to field
offices. To develop the managerial skills of Business Advisers in recording,

gathering and presenting information on their activities in report form.

POLICY

Reports are made every month.

Individual Reports

Individual reports.are prepared by each Business Adviser. The required
individual reports are: .
Business Adviser Monthly Summary
Client Checklist
Time Schedule

The Business Adviser Monthly Summary shows a summary of all activity of each
Business Adviser such as number of clients taught, nuczber of new business and

new skills topics introduced.

The Client Checklist is a summary list of all active and suspanded clients of

each Business Adviser and information about the clients.
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The Business Adviser Monthly Summary and Client Checklist are due the first
Friday of the month for activities of the previous month.

The Time Schedule is a achedule of the upcoming month's activities. - The
Time Schedule should be subm1tted to the Field SuperV1nor before the end of
the month for the month following. ‘

Office Report

The Office'Rnport is a general report of all the activities of an extension
office. The Senior Business Adviser in a station will prepare the Office
Report. The Office Report should be submitted to the Pield Supervisor along
with the individual reports. , '

All reports will be checked and verified by the Field Supervisor{

The Business Adviser should assume his reports are correct as submitted if
he is not informed of necessary corrections by the Pield Supervisor. ~ Reports
should be submitted on a timely basis.

PROCEDURE

411 reports are sent to the Field Supérﬁisor.

All reports are prepared in duplicate. A copy of each report should be
maintained in the files of the extension office.

The Time Schedule should be prepéred by each Bdsiness Adviser and submitted
prior to the end of the month for the month following.

The Pield Supexvisor will make changes in the Business Adviser Time Schedules
as necéssary to make best use of transportation resources, make most efficient
use of the Busineas Advisers' time and meet the obligations and goals of the
Business Advigory Service. The Business Advisers will be informed of

necessary amendments to their Time Schedules.
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The Field Supervisor will plan his schedule of monthly visits to extension

~ offices based on the- Time Schedules of the Business Advisers.

The individusl reports are submitted to the Field Supervisor by the first
Friday of each wmonth,

The Senior Business'Adviser in a station submits the Office Report by the

first Friday of each month.

The Field Supervisor checks each report for correctness and cross referencing

and advises the Business Advisers of amendments necessary.

The Field Supervisor will maintain a file of all repofta submitted.

[
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EUSINESS ADVISER MONTHLY SUMMARY

Business Adviser: ) . ) Month Year

" office:

CLIERT LOAD SUMMARY

1) Total Clients b/f from previous month (Line 5a)

2) a. Add: New Cliouts
b. Add: Cliants transferred in
¢. Total: Clients cdded (2a + 2Zb)

3) Gross Clieats (i + 2c)
4) . Lesp: Clients dropped

b. Lesg: Clients transferred ouf
c. Total: Clients subtracted (4a + 4b)

Il

5) &. Total Clients, end of month (3 = 4c)

b. Less: Clients suzpended
¢. Total: Active Ciients (Sa - 5h)

6) Active Clieat Statue
Receiving Training
Loan Asgistance
Business Start-Up
Problem Solving

|

Total: S
CLIENT DEROVEIENT sum;nr (Training Clients) '
7) Total "é's" of all Clieants (b/f from previous mb'n'th - Live 91‘ -
8) Wew "¢'s" of Clieﬁts this month- | | . _
9) Total "e's" since start with all clients e
BUSIMESS ADVISER USE OF TIME 4

10) Time Training/Assisting
11) Time Travelling
12) Time in Administration

13) Othar

[T
|

14 Total Hours

Notes on Use of Form:

(1) Transfers "in" and transfers “out" refer to clients that are resssigoved
to or from another Business Adviser. Yor example when a Business
Advisor is on ceurse leave his clients would be trarsferred to another
Buginess Advisei.

(2) The Client Improvement Summary is uged to measure the overall progress
of clisnts roceiving training. The pumber of new "c's", indicating the
auzber of subjects mastared by -1l clients during the month is determined
by zdding the New watg" for o oy clieat for the month. This

ioformacion is found in the individual Client Improvement Summaries. l‘
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CLIENT .CHECK LIST

Buuinésa Adviger: Month 19
Office: '
ACTIVE CLIENTS
Stage of Training or
Client Name Business Wams H/F Assistance Provided

Total Active

SUSPENDED CLIENTS

Client Name

kusiness Name

M/F

Reason

Total Suspended

Total Clients

vt
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BUSINFSS ADVISER'S TIME SCHEDULE

Business Adviser: office:

From: To: 19

Day | Date /Location‘ /Location /Location /Location

b
3]
e

Thu

Fri

Mon

Tue
Wed
Thu
Fri

Tue
Wed
Thu :

N {

Fri

Instructions: List the client or activity and the locatior you expect to visit

each working day during the month.
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OFFICE REPORT

BUSINESS ADVISERS OFFICE — MONTH 19
I : ACTIVE CLIENT LOAD
Location Number Location Number
Total Active Clients =
E ]

II : SUSPENDED CLIENTS

Business Adviser

(a)

0

(c)

Total Suspensions

IIT : INCREASES AND DECREFASES DURING MONTH

(a) Increases (Total)

Number of Suspended Clients

11

(b) Decreases (Conclusion of Service):

Name/Reason
1) / 8)
2) / 7)
k)] / 8)
4) / 9)
5) / 10)

IV : CLIENT BREAKDOWN

Type/Number
Trading/
Vending/

——————

Hawking/

————

Service/

——————

Producer/
Transport/

.

i

Total

Name /Reason

~ I~ I~ 1~

Status/Number
Owner/

————————

Wife of Owner/

—————

Family Member/
Relative/

————

Employee/

~~

Total

Y509
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OFFICE REPORT CONTINUED

V : TBAINING AND MEETINGS ATTENDED

Business Adviser Activity Datces
1¢))
@
)
&)
)

V1 : GENEBAL REPORT

PREPARED BY: DATE:
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Policies and Procedures

STAYF MEETINGS

DEFINITION

STAFF MEETINGS are the regular gathering together of all personnel of the

Business Advisroy Service.

TURPOSE

To ensure regular two-way communication ard consultation between the
field operations and headquarters,

For control, co-ordination and planning of the BAS.
To formulate, revise and discuss policies ind procedures.
To ensure field staff participation in the development of the BAS.

To ensure that headquarters is informed of current copditions in the
field. ’

As a training vehicle to put in practice the staff skills of planning,
time and resource allocation, decision making, personnel management and
information collection and presentation acquired in the process of

planning, carryios, cut and reporting on Business Adviser field activitiea.

10 develop the administrative skills of staff to participate in the

structured formulation and application of development plans and projects.

POLICY

To have regular STAFF MEETINGS.

To co-ordinate STAFF MEETINGS with in-service training to make most efficient

use of trangportation resources.

To schedule vehicle maintenance while staff are in STAFF MEETINGS and training

to minimise disruption of client service.
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To have the Senior Business Adviser in each station present a report on the
activities of that station to the meeting.

To discuss, propose solutions for and resvlve administrative problems.

To make official announcements.

To make adjustments in the Business Adviser Schedules and plan and assign
special activities such as trade fairs and client graduations in staff

meetings.

To discuss and evaluate training and future training needs.

PROCEDURE

The STAFF MEETINGS will be schedule regularly at headquarters' discretion.
Agenda will be prepared and. minutes taken and distributed.

The Field Supervisor will take and distribute minutes of STAFF MEETINGS.

The STAFF MEETINGS will be co-ordinated with training for most efficient use

of vehicles.

Review topics, discuss current client problems, (Government regulations, etc)

share problems and successes.

PP46

&P



Polictea and Proceduras
SUPERVISION

DEFINITION

SUFERVISION is the observation, review of and assistance to the Business
Advisory Service staff.

PURPOSE

- To manage and direct the resources of the BAS.

- To p.ovide better service to clieats.

-  To assist field staff with technical and administrative prublems.

- To commnicate ideas and intormation between headquarters and the field.

POLICY

The Business Advisroy Service by the nature of its organisation requires a
process of deliberate and continuous commnication between headquarters and
the field. SUPERVISION is necessary to see that the policies of the BAS are
being carried out.

To conduct periodic evaluations of field staff through review of files,

interviews with clients and observation.

To ensure that seniors in a station control and direct staff assigned to
that station,

Positive SUPERVISION is emphasised: to encourage mutual achievement of BAS

goals.

The Field Supervisor must be personally familiar with every business person
who is being advised and spend a certain amount of time ecch month calling on
clients, sometimes with and sometimes without the Business Adviser.

" PP4T
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PROCEDURE

The Field Supervisor should visit each extension office every month.
The Field Supervisor should review client files and visit clients.

The Field Supervisor should address technical and administrative problems
and questions of field staff.

Senior Business Advisers in each office are res-onsible for supervising
office operation, including the junior staff (drivers, cleaners), time
schedules and use of tranmsportation.

Headquarters staff should schedule periodic field office trips to visit
cli. cs and discuss operations with field gtaff,



Poliotes and Procedures
EVALUATION

DEFINITION

A regulsr and continuous measurement of results, and comparison of these with
costs and with targets, carried out by Busincss Advisers themselves.

PURPOSE

To meassre the achievement of the Business Advisers, in order that they them-
selves may continually improve their performance and their supervigors may
have information on which to base their assessment of training needs and
general performance level of the Business Advisers.

POLICY

EVALUATION is a contipuous process, and is based on the Business Advigers'

monthly summaries and client check lists,

The Senior Business Advisers will collect information from individual Adviser's
reports and summarigse this in the office report. This will in turn be sub-

mitted to Field Supervisors in order to provide overall EVALUATION data.

EVALUATION, and action for improvement based on it, is primarily and
principally the responsibility of the individual Bueiness Adviser; Senior
Advisers and Field Superviseru roles should merely be to check that Businecs
Advigsers are monitoring their own performance, and to provide advice and

assistance where necessary.

It may from time :o time be necessary to conduct formal EVALUATIONS of the
Service as a whole, and external consultants or others muy be employed to
do this. Business Advisers should co-operate with guch EVALUATIONS but if
the proper documentation procedures have been followed it should be
relatively simple for any external monitor to obtain all the necesaa}y

information without disturbing the working routine of Business Advisers.
PP49
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PROCEDURE

Business Advisers, field offices and the Service as a vhole will be evaluated
by the number of clients covered and the number of improvements achieved by
each client. Client graduations achieved are a further measure of the
results, but Business Advisers, Senior Advisers and Supervisors must be aware
that the overall objeétive, by which the Service as a whole cad each staff
member within it should be evaluated, is the business success of clients in
terms of their profits and employment. Improvements and graduation must not
be vegarded as ends for their own sake, but as means to the end of business

success.
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1)

2)

3)

4)

Polietes and Procedures

INSTRUCTOR'S GUIDE - HOW TO TEACH POLICIES AND PROCEDURES

The following pages describe the administrative systems which are used to
operate the Business Advisory Service (BAS). Trainees must both learn
how to follow the procedurcs, and understand the reasons for them. They
must therefore be included in the training programme.

These POLICIES AND PROCEDURES are those which apply specifically to th2
BAS. Trainees must also be familiar with the Genmeral Orders of the
Government of Botswana which relate to them such as:

Pay and Expenses,

Time Keeping,

Leave Entitlement,

The Use of Government Vehicles,

Staff Evaluation Criteria.
These should be included in éhe initial training programme.

There is a danger that trainees will concentrate on the mechanics of the
various procedures and forms. It may be useful to introduce each topic
by describing the kind of situation which might arise if the particular
procedure was ﬁgg applied. Trainees will then appreciate the reasons
for what they are learning to do, and will be more likely to adhere to

the procedure in future.

The material on client definition and client load can be covered early
in the advisers' training programme, while trainees are being introduced
to what the Business Adviser's job really is, and vhy it is importaat.
The remaining topics are best covered after Basic Records and Business
Management Skills have beeu covered. It ig difficult to understend

the reasons for the various procedures without any knowledge of what

the Advisers are attempting to teach their clients.

Further instruction and revision of the procedures should also be given
to all Advisers at the regular BAS Meetings. Field Supervigors should
also further explain reporting procedures, and correct errors in their

use, whea they are working with Advisers in the field.
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6)

7

8)

9)

Stress throughout that one of the best ways in which individual Advisers,
and the whole BAS, can introduce better management techniques is by
demonstrating that the Service itself is well managed. Advisers can
show that they themselves are good managers in the following ways:

~  They should always be in time for client appointments.

- They should carry and be familiar with up-to-date information about
each client's progress.

- They should know exactly what they propose to achieve at each
client meeting.

- They should arrange an alternative Adviser when they themselves are

on leave or otherwise prevented from servicing their clients.

=  They should be completely familiar with the procedures that affect
their clients, such as suspension or conclusion of service, and

graduation.

Emphasise the importance of planning. If Advisers maintain a regular
calling schedule with their clients, and are able to give the full

client load an effective service, clients will themselves learn how to
plan their activities more efficiently. If their Adviser is obviously

d#sorganiaed, clients will not accept his advice.

Remind trainees that the BAS is expensive to run. Their objective
should be to spend as high a proportion of their time as possible in
the field, working with clients, in such a way that clients improve
their own businesses. The various forms and procedures are designed
to help them do this and thus gain the maximum tenefit for clients,

and the country in general, from the money that is spent on the BAS.

Trainees should practice £illing in .the forms, not in isolation but in
combination with one another so that they see how the information on
each form is relevant to the others. Prepare copies of forms of
clients who were concluded some time ago, or of hypothetical clients.
Trainees should study these and be ready to answer questions about the
client and his performance in order to confirm their understanding of

the meaning of every entry.
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10)

Trainees should work through sequences such as the following:
Tjme Schedule
Client Log
Monthly Summary

They should also role play the client suspension and graduation bro-
cedures, with trainees playing the role of Client, Adviser and Field

Supervisor, in order to confirm their understanding of the procedure.

The entries in the client improvement record are a measure of client
progress, and thus of the individual Adviser's performance. The
graduation ceremony is intended to congratulate the cli.nt on his

achievement, but his Adviser can also share in the credit.

Advisers should be encouraged to evzluate their own performance in this
vay, and some friendly competition between Advigers is also to be
encouraged. Trainees should however be warned against the following

dangers:

~ They should mot concentrate on "easy" reconmendations in oxder to
achieve a high number of "C" for competence. They must introduce

those skills which the client needs.

-  They must ensure that "C" skills are maintained. If too many
skills are introduced at once, the client may achieve temporary
competence but each skill will rapidly be replaced by the next,

and will be forgotten.

-  They must only suggest graduation for clients who have made a
genuine improvement in their business gkills, and not those who
have adopted a number of skills without really understanding their

purpose.

Generally, they should concentrate on the quality of the improvements

they suggest to their client load, rather than the quantity.
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11)

12)

13)

14)

Stresa throughout the importance of keeping clientg! business private.
1f clients and potenticl cliemts hear that an Adviser has been talking
about his clients' businese affairs, they will refuse to work with him
and the reputation of the whole BAS will suffer. A Business Adviser
i{s like a doctor; the content of client files ia omly tv be seen by
the client, the Adviser and his Superviscr.

Supervisors :iould if pomsible be involved in this part of the training
course. Trainecs shculd appreciate that the forme and procedures, and
the Supervisor, are there to help them do their job better and not to
spy on them or restrict them. Show how esch form can be used by the
Adviger, end his Supervisor, to help him do his job more effectively.

Graduation is often misunderstood by trainees, who regard it as the end
of the advisory process; they mey alse believe it symuvolises the
paesing of test, like 2 achool exeminction. Stress <hat clients who
graduate must be regularly using the skills which aze relevant to and
volusbie for theic business. Neithezr the Adviser nor his clieat gets
any credit if . client who never giver any credit is keeping 2 debtors

record,

Trainees should if pussible spend some time during training workicg with
experisnced Advisers in the field. They should observe the way in
which the procedures and forms are used, and should be encouraged to

discuss their experience on their retura to the classraom,

Troinees should also attsnd the graduation.ceremony if this can be
arranged. Tne Adviser whose client is graduating should triefly
describe the history of the cllent's involvemeat with the BAS, and
the client himself sbould be asked to talk to the Trainee Advigers

about his experience ani why he found the advice usaful.
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a)

b)

¢)

FORMS GLOSSARY

The Master Forms Glossary is provided for ease of reference to all forms

referred to in E Thusa Bagwebi and to make duplication of these forms

easy and .onvenient.

There are two types of forms:

Use of the Forms Glossary:

1
2)
K))
4)

5)

(i) Teaching Aids
(ii) Administrative and Reporting

Refer to the Table of Contents to determine the form required.

Select the master form.

Duplicate as necessary.

DO NOT USE THE MASTER FORM.
GLUSSARY AFTER DUPLICATION.

Forms are listed 28 they appear in the text.

Table of Contents:

1)
2)
3)
4)
5)
6)
7)
8)
9
10)

Teaching Aids

Use Described In

Cash Book

Cash Book (Two Column)
Purchase & Expense Record
Sales Record

Stock Record

Debtors Record
Creditor/Loan Record
Cash Flow Statement
Overheads Computation

Costing Form

Cash Book

Cash Book

Purchase & Expense Record
Sales Record

Stock Taking and Recording

Debtors Record

‘Creditor/Loan Record

Cash Flow
Costing
Costing

RETURN THE MASTER FORM TO THE FORM:

Page

CB6
CB9
PES
SR4
ST3
DR4
CL5
CF6
co8
Cco9
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Reporting Forms Use Described In Page(s)

11) Client Lecg Client Files PP12
12) Client General Information Client Files 2?13
13) Client Ixprovement Record Client Files PP14/15

14) Conzlusion of Service or

Completion of Basic Records Conclusion of Service PP23
15) Client Advice Conclusion of Service PP24
16) Client Evaluation Completion of Basic Racorda FP30
17) Certification Notice Completion of Basic Records PP3l
18) Attendance Certificate Completion of Basic Records PP32
19) Buainess Adviser's Time . .

Schednle Time Scheduling PP36
20) Business Adviser Monthly .

Summary Reporting PP4O
21) Client Check List Reporting PP41
22) Office Report Reporting PP43/44



CASH IN

CASH BOOK

CASH ouUT

DETAILS

t DATE

DETAILS
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CASH IN

CASH BOOK
(Two Column)

CASH OUT

Date

Details

Amount

Cash Bank

Date

Details

Amount

Cash

Bank
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99H

PURCHASE & EXPENSE RECORD

Date

Description

Total

Purchases

Expenses

Drawings

Stock

Cash

Goods

. Fixed
Assets




SALES RECORD

DAIE

CASH
SALES

CREDIT
SALES

TOTAL
SALES

SALES
RETURN

NET
SALES

4T



STOCK RECORD

Date: Page:
COST UNIT TOTAL
DESCRIPTION CODE COST QUANTITY VALUE




DEBTORS RECORD

CREDIT LIMIT:

NAME :
ADDRESS: PAYMENT DATE:
SIGNATURE:
‘Total Amount | Balance
3 Deposit
Date Description Sales Paid Due
P P |t P |t] P |t

,,}H



CREDITOR/LOAN RECORD

NAME : ADDRESS:
DATE PAYMENT DUE: _
Amount Loan or Balance Deposit
Date | Description Paid Purchases Owed
P t P t P t P t




CASH

FLOW

STATEMENT

JAN

FEB

MAR

AFPR

MAY JUN JUL

AUG

SEP

NOV

DEC

Cash Balance

Sales, Cash

Payments on Account

Other Cash In

Totdl Receipts

Total Cash In

Stock Purchases

Expenses

Equipment

Total Cash Out

Balance or (Deficit)

Loan or (Repayment)

Cash Balance




Rusiness Name: Date:

Period: to

QVERHEADS COMPUTATION
(A) Rent
(B) Electricity
(C) Repayment and XInterest
(D) Office Expense
(E) Telephbone
(F) Tranasport
(¢) Insurance
(H) Depreciation
(I) Repairs and Spares
(J) Dead-Time
(K) Management Salaries

{L) Other

TOTAL

OVERHEAD RATE

19

Total Overheads per
(period)
divided by:

Total Working Hours OR Units of Productioa per

LTI

(pericd)

equals

Overheads per Hour OR per Unit of Production

Instructions:

(1) List all overhead costs both cash and non-cash.

E

(2) Determine number of .abour hours or number of units of productien.
(3) Ensure that all calculations are for the same period (week, month, etc.)

(4) Delete above whi hever is not applicable (hours or production units) to

avoid confusion.

-~

y

(4



BUSINESS NAME:

DATE:

COSTING FORM
ITEM:
DESCRIPTION:
SIZE: _
(1) MATERIAL USED
PRICE
QUANTITY DESCRIPTION PER UNIT AMOUNT
TOTAL MATERIALS
(2) LABOWR
HOURS @
HOURS @
HOURS @
TOTAL LABOUR
(3) OVERHEADS (Rent, Electricity, etc.
Note: use OVERHEADS COMPUTATION FORM)
Hours OR One Unit of Production @
(Overhead Rate)
TOTAL OVERHEADS
TOTAL COSTS
(4) MARK-UP FOR WHOLESLE : ____ % OF TO'.TAL COSTS (above)
WHOLESALE PRICE
(5) MARK-UP FOR RETAIL t __ ZOF WHOLESALE PRICE (above)

RETAIL PRICE

41



CLIENT LOG

Page No:
Client: Village:
Business: Address:
Dat Indicate whether or not the client was preaen{: and if I:,;'devi}.‘;ee?
e present the training or assistance provided Initials

,4’\\&




CLYIENT GENERAL INFORMATION

CLIENT INFORMATION

Client Nemot Date of First Session:

Postel Addresa: Buginess Adviser:

Ts the Client the (circle appropriate answer(s)):
Owmer Hife of Owner

Pamily Member (specify)!

HMonsger Psrtuner Eaployee Other (specify):

PROPILE INFORMATION OF CLIENT

Age: Single / Married / Widow
Number of Wives: Number of Children:
Education: Vocational Training:

Other Training:

Number of Years Experience in Business:

BUSINESS INFORMATION

Type of Business: Year Business Begans

——————————————

Number of Zmployees (wage earning):

Number of other people working in the btueiness
such as family members that do not receive wages:

OQWNER INFORMATION

Name of Owner(s) of Business:

Owner Raesidcace:

Owner Occupation:




CLIENT IMPROVEMENT RECORD

FOR THE YEAR:

CLIENT:

BUSINESS ADVISER:

TOPIC TAUGHT

c/r

Status at the End of the Month of

J

F

M

A

M

J

J

A

s

0

d8{D

Cash Record

Bank Reconciliation

Purchase and Expense

Salwes Record

Stock Record

Debtors Record

Creditor/Loan Record

Profit and Loss

Balance Sheet

Shop Layout

Stock Digplay/Sctorage

Stock Mix and Management

Security and Cleanliness

Coding/Markup/Pricing

Customer Relatious

Advertising and Promotion

Costing

Manufacturing Mngt.

Credit Management

Financial Statement Anal.

Cash Flow

Financial Management

New "C's" Monthly

Note:

Ingtruction Sheet.

For use of this form refer to Client Improvement Record

Lf"

")



CLTENT IMPROVEMENT RECORD
INSTRUCTIONS

The C/F (carried forward column is uased:

(1) When a client first begins training. He should be evaluated by the

Buainess Adviser to deotermine his abilitiea. Any areas he is competent
in before beginning training should be indicated with a "C".

(2) At the beginning of the year. A new record is gtarted each year and

this column is used to record the cucrent status of the client in each

subject. This should include all competencies (""C") to date.

At the end of each month the Business Adviser ia to assess the client's

progress in the course. The following letters are used to describe the

client's status.

After starting ("S") there should be an entry for each

month until compentency ('C") is achieved.

C = Competent

S = Start

P = Progress

R = Relapse

Client has demonstrated to the Business Adviser that he/
she has satisfactorily learnt the topic and can apply all
the material taught by the Business Adviser.,

A topic has been introduced and instruction has begun.

Business Adviser is currently teaching ; topic and

progress is being made. A "P" muat bz preceded by an

Ils" .

Client had been making progresa ("P") or had been

competent ("C") and is now no longer able to satisfactorily
prepare the record book taught or understand the topic as
well as he/she had previously.

NOTE: The topics need not be taught in the order shown., Businesa

Advisers should use their judgement in detcrmining the order which

is best for each client. We should conccatrate our training where

there is both need and client intereat. A client need not master

all topics on the page before proceeding to another.



CONCLUSION OF SERVICE or COMPLETION OF BASIC RECORDS
(Use for drop or completion of basic records; prepare in duplicate)

Business Adviser; Client:

Buciness Name:

Station: Type:
This client has received instruction for wonths.
He/She has successfully advhnced through the ___ sL.Cd,

I recommend this client be dropped/awarded a certificate because:

Signature ~Date

FIELD SUPERVISOR

I recommend

Signature Date

UARTERS

I agree/do not agree with the above recommendation. I recommend that you

Signature Date

INSTRUCTIONS:

1) Complete in duplicate and forward both to Headquarters. You will
follow the instruction on the action copy returmed to you.

2) If you are having difficulty with a client you may suspend him/her
pending a decision from Headquarters.

3) When a client has been dropped or graduated his/her file should be
forwarded to Headquarters

Y
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Date:

Client Advice

Dear .

A review of your file indicates that you are unable to continue receivins.
assistance or training from BAS. We are pleased that you have progreseed to

the

stage. However, as a result of

we can ro longer assign a Business

Adviser to call on you. Therefore a decision has been made to droo you from

our client rolls with effect from .
Sincerely, ,

HQ USE ONLY
Directions: Date Drop Approved:

1) Use only after drop approved.
2) Prepare in duplicate.
3) Indicate stage reached and reason for drop.

4) One copy to client, one copy to client file.

\)(’lo\



CLIENT EVALUATION

Client Name: Sex:

Owner / Wife / Relative / Employee

Business Name: Type:

Location: P.0. Box:
Business Owmer: Licensee:

Date of First Call: 19 Months as Client:

EVALUATOR'S FPINDINGS

Review of Client File Site visit/Records Check
Material Taught (From File) Material In Use

Client Interview
Material Understood

a)

)

@)

€Y

&)

(6)

)

Stage Reached:

Evaluator determined that visits were made over months.

SUMMARY

Zvaluation of Client:

Evaluation of Client Records:

Evaluation of Files:

Recommendations:

Evaluator

Date

44



Date:

Tos

Certification Notice

Dear »

Congratuletions! I sm pleased to inform you that upen the. recormendation of

the Business Adviser assiged to you, s+ YOU are to

receive a Certificate indicating successful complation of our course ia Basic
Raecords, You are invitsd to attend a cercwony to ba held:

Date:

Time:

Venue:

Certificates will be swarded at the time and place fndizated abovs.

Sincerely,

Directione: (1) Use only after gradustion approved.
(2) Cooplete in Quplicats.
(3) Copy to client, copy to client file.

ud
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ATTENDANCE CERTIFICATE
THIS IS TO CERTIFY THAT

DATE

N




BUSINESS ADVISER'S TIME SCHEDULE

Businesa Adviser: Office:

From: To: 19

Day | Date /Location /Location /Location /Location

Fri

Tue
Wed
Thu
¥ri

Tue
Wad
Thu

pei }

Mon
Tue
Yed H
T
rri

o —§ —9-—¢

tastructions: List the ¢iieat or activity snd the incatioe ym sagect to rieiz
each vorhing day Jduring the nonth.



PUSINESS ADVISER MONTHLY SUMMARY

Business Adviser: Mo.th Year

1) Total Clients b/f from previous wonth (Line Sa)

2) a. Add: New Clients
b, Add: Clients transierred in
¢. Total: Clients added (2a + 2b)

|
N

3) Gross Clients (1 + 2¢)

4) a. Less: Clients dropped -
b. Less: Clients transferred out "
c. Total: Clients cubtracted (4a + 4b)

5) a. Total Clients, end of month (3 = 4c)

b. Lass: Cliants suspendad
c. Total: Active Clients (5a ~ 5b)

I

6) Active Client Status
Roczeiving Training
Loan Assistance
Business Start-Up
Problam Solving

Il

Totalt

CLIZNT IMPROVEMINT SUMMARY (Training Clients)

7) Totsl "c's” of all Cliente (b/f fron previous month - Lina 9)
B8) New "c¢'s" of Clienzs this monch
9) Total "c'e" since start with all clients

BUSINESS ADVISER USE COF TDMK

10) Tiwe Training/assisting

11) Time Travelling

IR

12} Time [2 Administraticn
1)) Ocher

14) Total Hours

Mk
g

Xotes on Use of Forw:

{1) Transfers "in" smd transfers "oui” refet ta clients that sfe teaselgont
to ot from another Business Zdviser. For enanple wian s Bueizees
adeiser {e on cocutse leavs Bie cliente wuld W tranaferred Lo smothet
Business Mdviser.

{1) The Ciient lmprovemant Summcry Lo used to mesmte the crerall progress
of clients receiving tealaisg. The sumber of cew e, (sdicating the
aunber of subjects sestered by all clients Juriag the moach is {atersined
by adding the Xew “c's” fur avety cilent far 3w wuvath., This
information is fousd in the lodieidual Clisat laprovimest Soammt loe. L

q¥1
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CLIENT CHECK LIST

Businass Adviser: Month 19
Office:
ACTIVE CLIENTS
) Stage of Training or
Client Nama Business Neme M/F Assistance Provided

Total Active

SUSPENDED CLIENTS

Client Name

Business Name M/F

Reason

Total Suspended

Total Clients.




BUSINESS ADVISERS OFFICE
I : ACTIVE CLIENT LOAD
Location Number

QFFICE REPORT

MONTH

Location Number

IT : SUSPENDED CLIENTS

(a)
(b)
(c)

Business Adviser

Total Suspensions

Total Active Clients =

III : INCREASES AND DECREASES DURING MONTH

(a)

Increases (Total)

Number of Suspended Clients

i

(b) Decreases (Conclusion of Sorvice):

1)
2)
3)
4)
5)

Name/Reason
/

/
[
/
/

IV : CLIENT BREAKDOWN

Type/Number
Trading/
Vending/_

Hawking/
Service/
Producer/
Transport/

/

Total

6)
n
8)
9)
10)

Name/Reason

~— Y ™~ T~

Status/Number
Owner/
Wife of Owmer/
Panmily Member/
Relative/

Employes/

e

Total

19



OFFPICE REPORT CONTINUED

V_: TRAINING AND MEETINGS ATTENDED

e ot i e A S ———————

Businsgs Adviser Activity
(¢))

)]

)

(%)

(3)

VI : GINERAL REPGRY

FRIPARIR ¥(:

GATR !




